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GREATER LETABA MUNICIPALITY
PRINCIPLES AND POLICY ON INVESTMENT OF FUNDS

INTRODUCTION AND PURPOSE

a4

As custodians of public funds, Council has an obligation to see to it that cash resources are

managed in an effective and responsible manner. Council has a responsibility fo invest public

funds with great care and are liable to the comljhun}ty in that regard. ..

1.2 This policy has been compiled in accordancé with, the Local Gove';fnment:: Municipal Finance
Management Act (MFMA), Act no 56 of 2003 and the Investment and PPP Regulations for the
MFMA published in Government Gazette 27431 dated 1 April 2005 Where this policy is

contrary to other legislation, such legislation will override ﬁ'lIS poficy. It is an explicit

responsibility of the Municipal Manager to bring such conflicts 1mmed1ately to the attention of

the Council once he/ she becomes aware of such conflicts and to propose changes to this Policy

to eliminate such conflicts.

The primary aim of the investment p‘blicy sh’ould be the preservation and safety of the

investments, To bring this about, it is essentlal to have an effectlve cash flow management

program., o '

Y

In order to ensure that the Municipality recewes the best return on surplus funds all such funds

not required to fund operations or capital pro_iects should be mvested in interest bearing

investment products that will yield hlgher retums on investment as that of the Municipality’s

current bank accounts.

N

1.5 The purpose of this policy is to ensufé that' mvestment of surplus funds’ forms part of the

financial management procedures of the Greater Letaba Mumc1pa11ty and to ensure that prudent

investment procedures are applied con51stently




DELEGATION OF AUTHORITY'

This policy should be applied with due observance of the Municipality’s policy regarding
delegation of Authority. Such delegations refer to delegations betWeen the Municipal Manager
and other responsible officials as well as between the Council and the Executlve Committee

and the Council and the Municipal Manager.

All deiegations in terms of this policy must be recorded in writing. ‘

According to the Municipal Finance Management Act, the Municipal Manager is the
Accounting Officer of the Municipality and therefore all des1gnated offimals are accountable

to him/her. The Municipal Manager is therefore accountable for all, transactlons entered into

+
o o,

by his/her designates.

The overall responsibility of investments lles w1th the Municipal | Manager However, the day
to day handling of cash resources and mvestments shouId be the respon31b111ty of the Chief

Financial Officer or his/her delegate.

Allinvestment documents will require hNO}signato‘n:es namely the. Munieipal Manager and the
Chief Financial Officer or their delegated sxgnatones In this regard spec1men signatures must

be signed with all financial institutions’ W1th whlch the Mun1c1pa11ty deals..




EFFECTIVE CASH MANAGEMENT AND CONTROL OVER
INVESTMENTS

Investment of Surplus Cash

Before any money can be invested, the Chief Financial Offi cer, or hisfher delegate, has to
determine whether there are surplus funds avallable that can be 1nvested to yleld better returns

L

than leaving such funds on the Mun1c1pa11ty s current account, } o

The Chief Financial Officer must submit a detai[ed teport regarciing the investing of surplus

cash resources and submit it to the Municipal Manager for approval.

The Municipality may only invest surplns fund$ at registered financial institutions or asset

managers.

The term of investment should also be inveSt‘igated in relation to projected future cash

outflows, o

Prior to making investments for any fixed term it is essential that cash flow estimates be

compiled for at least the next twelve months

When compiling monthly cash flow es’nmates 1t is essentlal that the Chlef Financial Officer
is aware of all expected cash flow and when itis to take place, as well as the timing with regard

to cash outflows as far as both the operatlona-l and the capital budgets are,qonc_erned.

By utilising the available information and expertise, the Chief Financial Officer can assess
the timing with regard to the apphcable investment policy accordlngly Daily cash flow
estimates will provide for daily call investments and investment w1thdraWals whereas long-

term investments need to be based on projections further into the future.

v

Council must approve by separate resolution the investment of surplus cash funds.

v

Withdrawal of investments B
. - o
Investments may only be withdrawn before such investments reach the investment maturity
date if such withdrawal is approved by Council:.'];a_étailed reasons idgéther :with substantiating
documentation must support the request :to: withdraw such investmerits, |

g




33.2

335

The Chief Financial Officer must ensure that investments that are withdrawn or paid back
when they reach the maturity date are. deposited into the Municipality’s current bank account

or new investment account on the same date that the investments are withdrawn.

®

Investment control and reporting

Investments must be controlled through a detailed investment reéister that is maintained and

updated on a monthly basis and reconcﬂed to external conﬁnnatlons and the relevant

investment and interest general ledger accounts

'

The following information and detail must mter alia be documented and form part of the

(A

investment register:
General ledger account number:;
Name of financial institution;
Investment account number;

Type of investment (short or long-téi‘m);

Interest réte;
Opening balance;
Interest earned;
Additional deposit made / withdra:wi'l;
Closing balance.

The investment register together with supporting documentation must be reviewed on a

monthly basis for completeness and accuracy -

The Chief Financial Officer must report to the Municipal Manager on the stance of the

Municipality’s investment portfolio
5

3

The Municipal Manager must report to the Council’s Finance Commlttee on the stance of the

Municipality’s investment portfolio.




3.3.6 Investments must be disclosed in the ciuarter!y and annual financial statements in the format

as required by General Recognised Accounting Practice (GRAP).

3.3.7 Original investment certificates or contracts must be kept in a fireproof {ockable safe and the

Chief Financial Officer is responsible for the safél:ieeping of such'&octlrrfents;

33.8 The monthly reviewed investment register togeiher with suppofting documentation must be

filed in the month-end audit file by the Assistant Director: Budget and Reporting.

T




LEGAL REQUIREMENTS
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6.3

6.3.1

INVESTMENT PRINCIPLES

Limited Exposure to 5 Single Institution

Preservation and safety of principal;
* Liquidity; anq

* Returnon investment,

Borrowing Mouey for Reinvestment -

.

The Municipality shall not borrow anylmonéy' for investment pqrpbées as'this is considere
as speculation with public funds, Fuyrt,

estments should ‘not be made where Council
i lising an overdraft facility unjesg

ermore, inv
is uti in accordange with applicable legistation







GENERAL INVESTMENT PRACTICE

General Principles

L]

After determining whether cash is available for ihvestment and fi
investment, the Chief Finangia} Offi
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7.1.2

7.2 Payment of Commission h 4
X '

i
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. Ly,
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Registered Financia] Institutions

The Municipality may only invest in the foﬂowing,instruments or investm

ents:-
.

Securities issued by the Nationa) Government;‘.

ent grading rating from g nationally or
agehcy;

Deposits with the Corporation for Pmbh'f; Depgsits as contemplat‘ec‘i_by the Corporation for
Public Deposits Act, 1984 (Act No 46 of 1984); ro
Banker’s acceptance certifi

cates or negotiable certif
terms of the Banks Act, 19

cates of deposit of banks registered i
90 (Act No 94 of 199); |
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Growth Related Investments ang Loﬁg—Term ‘Investments

]
. -

-term investments relate to investments that are for 3 period morethan 12 months,
J A

751

Only the Counci] can approve such { e " the disposa] tﬁereof. The Institution with
which the i i ntee :

Councjl resolution,

The resolution Upon which the acquisitiop or disposal is made :s'hould not be oider thap 12
months from the date of the adoption. If the resolution by Coyngi] is o

then a new resolution must be sought by. fhe; Couneil,

Ider than 12 months,

Credit Worthiness

Councii must liquidate any investm s held at an institution

ent that i
minimum acceptable rating as specifi

; \';vhich no longer has a
ed in this investment policy. i '




ALL DEPOSITS AND FIXED DEPOSITS SHéRTER THAN IZ-MONTHS

Quotations must be solicited from a minimum of three
the Timits of the term for which it is inten
quotationg telephom’cally,

nancial institutions, bearing in mind
ded to invest

as rates can genera]ly éh_ange
a determining factor when investments

the funds: It is accéptable to ask for

regularly on 4 daily basis and time i
are made. - C

o1 a maturity date, W:rirten confirmation

receiving the best possible interest rates
investment,




Council muyst approve the investment
investments,




IMPLEMENTATION AND REVIEW OF THIS POLICY

This policy shall be implemented once éypproved_ by Council. All future ithstments must be
made in accordance with this policy.

In terms of section 17(1) (e) of the MFMA this policy must be reviewed on annual basis and

the reviewed policy tabled to Council for-approval‘as part of the budget process.

]
o

Municipal Manager
Sewape MO _




