GREATER LETABA MUNICIPALITY

Infrastructure Investiment and development Policy
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1. Policy
1.1. Overview

Greater Letaba Local Municipality has developed Iits cépital project and
infrastructure investment policg to include activities at gl departments at
which municipality business is conducted. This in recognising its:

i. community orientation; a:nd

ii. the need for good governance.

@

The capital project and infrastructure ih\}estment policy i a transparent and
codified internal control system 'aimed,alt promoting its core Local Objectives

() to ensure that the limited resources at ;he disposai of Greater Letaba Local
Municipality will be focused tow_ards serving the various stakeholders in the
pursuit of their interactions with Greé_,tér Letaba Loca| 'MLm'icipality both
efficiently and congruent to apprqvéd bﬁdgets and br’oadé{r ﬁnancial policies
of Greater Letaba Local Muni.pipality, whilst minimfsiﬁg the temptation of
misuse of municipality funds. " | L

1.2. Purpose

The capital project and infrastructure investment palicy ééeks to institutes
the necessary control measu;es”to,facilitate th?, daily activity of the
municipality by providing: ~ * - oo .

L i. A guideline for all stal'gghdldé['s as to the v'\fhat. is required for the
formulation of capital projects and infrastruciurétinvéstment;
fi. Aninternal dynamic doc.LI:ment.'detailing the'-'prbc‘e’ss’és required for
the efficient discharge ‘of 'dgties relative to ﬁn’an‘qial controis
necessary to ensure the efficient adminis'fratio'n of the Greater
Letaba Local Municipé;!ity budgets. G
iii. A guideline for business unifs to plan and prorﬁote capital projects.

1.3. Objective

To ensure procedures and internal controls are in place to drive capital

projects and infrastructure deve!opménts by:

L)




vi.

Infusing business Processes into.internal control which complies with
all legislation and statutory requirements;

Safeguarding cash resources and optimizing cash flow via effective,
efficient and economical yse of the Greater Letaba Local Municipality
cash resources: | _

Driving a culture of accdunt_ébility over Greater Letaba Local
Municipality by skilling staff a'nd stakeholders alike; -

Ensuring the budgetary process is not compromised;

Ensure that staff assigned to capital projects sﬁo,uld be abpropriately
trained and be aware of relevant policies andp;i'ocedures.
Communicate fo aj) staff‘t‘hat‘any monetary loss é_s a result of non-
compliance with this policy is deemed to be.-'gr'os$: hegligence and
could be cause for disciplinary action, | '

1.4. Business Process Framework . ¢

1.4.1

1.4.2

Legislative Framework . [

The Municipal Systems Act (No. 32 of 2000) (MSA), Municipal
Finance Management Ac;t (MFMA) (No. 56I—,'of _2003)51 the King 1v
Code on Corporate Gov:ernandg in South Africa (2016) and other
applicable legisiation infor_m‘s :‘and-seeks to regujaté the functioning of
cash handling so as to lead to{the early defection of irregular ang
unauthorised, activity, and alléw for reporting t‘heré.of in terms of the
Code of conduct for Counciliors | and Municrpéi Staff Members.

In particular, Regulation-7 of th\é‘Municipar éudgeti.and Reporting
Regulations (MBRR) governs this policy.

]
H
“

Accounting Framework | , e

The responsibility of capitéf prb]‘eéts and infrasfruthir_e development lies
with the Accounting Ofﬂc:_ér’_and:_;Chief Finanéial -Ofﬁcer, 'or delegated
official, who has to ensﬁre ;hat-;reasonable cbntroljs existsupport the
implementation of policies. ln=de‘le}§ating this fdnt:tiqn to subordinates, it
does not alleviate the reéhons_ibilﬁy of the quef Fi_hancial Officer. The




HOD has to ensure all policies and proceduresare communicated to and
implemented by the responsibie individual(s).

1.5. Recommendations

i. This policy, processes and procedures document supersedes
all previously issued references to capltal prolects and
infrastructure development

ii. This policy, processes and procedures document be
recognised as provrdrng the framework of operation and
internal control megchanisms for all staff- members of the
municipality charged with. capital projects and infrastructure

(._.\ developmentin a partlculal,r vote; | |
’ iil. This policy document be adopted by Council of Greater Letaba
Local Municipality as the framework for Caprtal Prolects and

Infrastructure Development

2. Processes

2.1 Regulatory Context - ,
The Municipal council is compelled to annually approve a budget before
thecommencement of that particular year — Chapter4 of the MFMA. The
budgetary process comprises monetary allocat|ons per vote categorised
in operating budgets and capltal budgets The ffmer seeks to provide
the framework for operatlonal cllctates whilst the Iatter seeks to plan and
( ) . sustain longer term visioning of the municipality.

Subsection 19 of the MFMA holds that:
1) A municipality may spend mon'ey.,’on a capital project only if:

a. The money for the project exciuding the feasibility study
conducted by or on behalf of the mummpallty\ has been
appropriated in the: capltal budget

b.  The project, mcluswe pf..land cost has been approved by
council; - " '

¢.  Section 33 has been complled with to the extent it refers to
the capital prolect ‘




d.  The sources of funding hés been considered, afe available and
have been committed for: the purposes

2) Before approving a capital broject as per subsection ( 1)(b), the council
needs to consider: o "

a. The total project cost covering all financial years uhtil theproject
is operational; L

b. The futyre operational ébsts and revenue on the project,
including municipal tax and tariffs implid_atidns.

3) A municipal council may in,l' térms"of subsectiorj (1)(b)-approve capital
projects below a prescribed value either indiyiduéuy Or as part of g
& consolidated capital programme o |

22 Role players A L
The following non exhaustive Jists are of the various stakeholders
who participate in the process: ] -

2.21 Capital Budget Office in the:Fin.ance Departtﬁent ,
. Charged with the administrative ahd technical oversight
to the compilation of a capital budget;

ii. Review policies, strategies, legislations and strategic

imperatives ' to - satisfy  compliance ang good

( . governance; . .

ii.  Play the financial oVersight role on the project through
constant interaction with the desighate.d project leader or
project ﬁnancg official.

2.2.2 Directorates and Depar_tnie-r_ats ) o
i Originate and place the capital p!r;oject in the budgetary
process; : 2 L

i Post approval, .-thfql:gh the mandated reporting line —

both politicai and administrative = ifform the budget
office of the approved budget:




. Provide information on any amendments to the adopted
budget, as and when they arise.

2.2.3 Chief Financial Officer
i. Drait the mtended caprtal project into the broader
budgets; '

ii. Have an oversight role in all capltal prorects via
monthly reportmg mechanlsms

2.2.4 Municipal Council :
The Municipal Councii is responsabte fpr the approvaiof the Caprtal
Budget. ¥

23 Deriving a Capital budget .
2.3.1 The zero based method is: used fo rnltlate new capital projects
— except if there is a contractual ‘obligation in excess of one financia!
year; ‘ ‘

-

2.3.2 Realistic revenue streams are to serve as the funding source
for capital projects;

(=)

2.3.3 The full spectrum of charges ancillary to the p}oject are to bhe
tabled inclusive but not limited to finance charges,
depreciation, malntenance and all other charges

2.34 The net effect - realrstrc revenue expectatron as opposed to
(' ' fees attracted needs to. be examlned for impact on future
property rates and serwce tariffs;

2.3.5 The fair value of the asset may be determrned by examining
possible future economic benef ts derrved :

‘ E 2.3.6 Care has to be taken as to whether the capatal expense is to be
for replacement assets or new capital expendrture

2.3.7 Capital expendrture is only permrssrble post capital budget
appropriation; oo

v

2.3.8 Funding sources for the t:apital project needs to be clearly




identified and ring fenced for that specific project

v ome P
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24 Funding a Capital Budget . i S
MFMA National treasury Circular 42 holds that the budget process isto
eénsure that the budget is appr‘bp'ri'ately funded from:

2.4.1 Realistic and collectable révenﬁé; or
24.2 Cash backed accumulated funds; or

24.3 Borrowed Funds at affordable"fates. F

2.5 Sources of Funding

o,
LI

251 Surpluslaccumulated Own resources f’ .
— there needs to be sufficient revenue for the implémentation of
§ theentire project: C ‘
2.5.2 External Funding ~ B
L. normally linked to the useful life of the asset:
ii.  Secured by the asset; . O ":’ :
iii. Interest payabie js coste;d into the Operating 5udget;,
3 . o ,
iv.  Finance charges are to'e’ costed into the Operating budget,
253 Capital Replacement Reserve (CRR) | -

L. The municipality wil establish a CRR for the purposes of
financing capital projects and refq!acing capital goods: The CRR
will be establisheq by: :

o

. Unappropriated cash surp_lus'e_s which are”

not required for
operational purposes: L

.

b. - Interest on Investments of the CRR; .

s

C. Additional amounts apprépniate& as contribui;fb:ns at the annual
adjustment budget, o -

ii. Thereserve needs to be able to fund the propo$ed' capita! project
in cash i.e. the commitment needs to be covered; '

Proposal then the limit of the fund needs to be adjusted to equal
the available cash R : :

® iii.  Should there hot be sufﬁciejnt"cash available to. cover the

5
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254 Grant Funding

- for SA Government grants (whether nétionaf through the Division of
Revenue Act - DORA - or prov,ini:ially motivatedshouid be
absorbed into the municipal capital budget prog'ramme;

I Interest €arned on investments of conditiona| grant funding

shallbe capitaliseq if it is é condition of funding;

. If not conditional then it may be allocated to the revenue
account: E '

ii.  The grant fund spending shbuld be linked to g service
levelagreement which directs the 'spending. '

() 2.5.5 Other sources of funding: . A-
2551 Donated Assets — subject to acceptance_qg‘by council, based

to be attributed a fajr market value ang capitalised on the
asset register. Couhpil acceptance is' relative to the
operating costs: S

2552 Donations - Whether foreign or local it needs fo be applieg
for the purpose donated_; i .

2553  Puplic / Private Par;thershipé ~ capital costs can be borne

\

by participating enﬂfies; ) X

3. Procedures

A
(_ v

3.1 Regulatory Procedures : .
Regulation 13 of the MBRR holds that- . NUCER




3.2

3.3

in the annya| budget prior to final
approval in terms of section 19(3) of the I\?IFMA.

lmplementation

current financial year: S P

322  Adraft Capital Budget'for‘.,the ensuing year with a Capital
programme for the next four financia years based on:

- Year two of the capit) Budget becoming Year 1 of the

New years budget anq@; Yea‘r 3 becoming Ye_ar 2;

fi. New projects will enter in Year_j3:

Committee;

iv. Totaj project cOsﬁng'ianﬁd the operational impact - for all
financial years cited, inclusive of cagh flow impact: -

vi. New or additional projects not previously aperoiJed by Council,

vii. The draft capital budg'et"and Capital Programme rjeed to be

aligned and consisten; .With the, 1DP, 11




3.4 Reconciling and Monitoring o _
3.4.1 Consistent monitoring will ensure. early detection of
constraintsand blockages and such need to be addressed;

3.5 Implementation and Review of Policy ;
This policy shall be implemented as at 1 July 2021 and shall be reviewed on
an annual basis fo ensure that it is in line with the municipality's strategic
objectives and with legislation. '

L
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