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Definitions

Trading Services: Services that the Council has classified as trading services
and the tariffs have been compiled with the intention that the Council makes a
profit on the delivery of the services.

Economic services: Services that the Council has classified as such and the
tariffs have been compiled with the intention that the total costs of the services
are recovered from customers,

produced.
Total cost: |s the sum of all fixed and variable costs.

Flat rates: Are the unit tariffs that are calculated by dividing the total costs by
volume used.

Costs separately. The fixed costs are recovered by dividing the total fixed
costs by the number of customers per category and the variable costs are
recovered by dividing the total variable costs by the volume consumed.



2.1

2.2

2.3

Purpose of this policy

The Greater Letaba Municipality wishes to achieve the following objectives by
adopting this tariff policy.

To comply with the provisions of section 74 of the Local Government:
Municipal Systems Act, 2000 (Act 32 of 2000);

To prescribe procedures for calculating tariffs where the Greater Letaba
Municipality wishes to appoint service providers in terms of section 76(b) of
the Local Government: Municipal Systems Act, 2000 (Act 32 of 2000).

To give guidance to the Councillor responsible for finance regarding tariff
proposals that must be submitted to Council annually during the budget
process.,
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3.2

3.3

Scope of application

as applicable

This policy is also applicable to all sundry tariffs, as provided for in the Tariff
listing of Greater Letaba Municipality.
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4.2

4.2.1.
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4.2.2.

4.2.2.1

Governance and regulatory requirements

Tariffs in terms of this Policy shall comply with the:

Constitution of the Republic of South Africa, 1996 as amended

Local Government: Municipal Finance Management Act, 2003 (Act 56 of
2003), sections 17(3) (a) (i), 19(2) (b), 24(2) (c} (ii), 28(6) and B2(1)(f)(ii) -
[IMFMA]; '
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000}, sections 4,
74 and 75 — [MSA]; and

Any other applicable legislation, regulations and policies that may govern
tariffs and that are not in contradiction with the primary legisiation referred to
above.

Constitution:

Section 229: Subject to subsections (2), (3) and (4), a municipality may
impose —

Rates and property and surcharges on fees for services provided by or on
behalf of the municipality; and

to local government or to the category of local government into which that
Municipality falls, but no Municipality may impose income tax, value-added
tax, general sales tax or customs duty.

The power of a municipality to impose rates on Property, surcharges on fees
from services provided by or on behalf of the municipality, or other taxes,

levies or duties—

May not be exercised N a way that materially and Unreasonably
prejudices national €conomic policies, economic activities across municipal
boundaries, or the national mobility of goods, services, capital or labour; and



4222

42.3

4.2.3.1
4232

4233

4234

4235

424

4.2.5

4.3.

4.3.1.

May be regulated by national legislation.
When two municipalities have the same fiscal powers and functions with
regard to the same area, an appropriate division of those powers and functions
may be made in terms of national legislation. The division may be made only

after taking into account at least the following criteria: -

The need to comply with sound principles of taxation.
The powers and functions performed by each municipality.

The powers and functions performed by each municipality.
The effectiveness and efficiency of raising taxes, levies and duties.
Equity.
Nothing in this section precludes the sharing of revenue raised in terms of this
section between municipalities that have fiscal power and functions in the

same area.

National legislation envisaged in this section may be enacted only after
organized local government and the Financial and Fiscal Commission have

been consulted, and any recommendations of the Commission have been

considered.

Municipal Finance Management Act:

Section 17: When an annual budget is tabled, it must be accompanied by draft
resolutions - imposing any municipal tax and setting any municipal tariffs as
may be required for the budget year; and



4.3.2.

4.3.3.

4.3.4.

4.3.5.

4.36.

44,

4.4.1.

4.41.1

4412

4413

Section 19: Before approving a capital project in terms of subsection (1)(b),
the Counci! of a municipality must consider the future operational costs and

revenue on the project, inciuding municipal tax and tariff implications.

Section 24: An annual budget must be approved together with the adoption of
resolutions as may be Necessary setting any municipal tariffs for the budget
year.

Section 28; Municipal tax and tariffs may not be increased during a financial
year except when required in terms of a financial recovery plan.

Section 43: If a national or provincial organ of state in terms of power
contained in any national or provincial legislation determines the upper limits
of a municipal tax or tariff, such determination takes effect for municipalities
on date specified in the determination.

Section 62: The Accounting Officer of a municipality is responsible for
managing the financial administration of the municipality, and must for this
purpose take all reasonable steps to ensure that the municipality has and
implements a rates policy as may be required in terms of any applicable

national legislation.

Municipal Systems Act:

Section 4: The Council of a municipality has the right to:

Govern on its own initiative the local government affairs of the local

community;

Exercise the municipality ‘s executive all legislative authority, and to do so
without improper interference; and

Finance the affairs of the municipality by:



4.4.1.3.1 Charging fees for services: angd
44132 Imposing surcharges on fees, rates on Property and, to the extent

44142 Consult the local community abouyt-
. The level, quality, range and impact of Mmunicipal services provided by
the Municipality, sither directly or through another Seivice provider: ang
. The available options for service delivery.

442 Section 74:

of tariffs;
44222 The amount individua| users pay for services shoulg generally be in
Proportion to their use of that service;
44223 Poor households Must have access to at least basijc Services through-
. Tariffs that cover only Operating and Maintenance costs;
. Special tariffs or life line tariffs for low levels of use or consumption of
services or for basic levels of service: or |

househords.



44224 Tariffs muyst reflect the costs reasonably associated with rendering the
service, including capital, Operating, Maintenance, administration ang
replacement costs, and interest charges:

44225 Tariffs must be set at levels that facilitate the financial Sustainability of
the service, taking into account subsidisation from sources other than the
service concerned;

44226 Provision Mmay be made in appropriate circumstances for a surcharge on _

44227 Provision may be made for the pPromotion of loca| economic development

Categories of users should be fully disciosed.

443, Section 75:

4431 A Municipal Council must adopt by-laws to give effect to the implementation
and enforcement of jtg tariff policy.

unfair discrimination.



4.5 Water sefvices act, Act No. 108 of 1997

451 Section 10- Norms angd standards for tariffs

for at least the following (inter-alia):
4.5.2.1.1 The standard of the services:
45212 The technica) conditions of supply, including quality standards, units or

measurement of water services provided:;

45213 The determination and structure of tariffs in accordance with Section 10
of the present Act.

4.5.2.2 If the Mmunicipality, in itg Capacity as water Services authority, has imposed
conditions under which water services gre provided, such conditions must be
accessible to consumers and potential consumers.

following:
45231 The standargds of the service;
45232 The technical conditions of provision ang disposal:



5.1

5.1.1

5.1.2

5.1.3

5.1.7

Tariff principles

or direct subsidisation in accordance with the | ocg Government- Municipaj
Systems Act, 2000 {(Act 32 of 2000).

. Cash inflows Cover cash outfiows. This means that sufficient provisjon
for working capital ang bad debts wil be made;
. Access to the capital market ig Maintained. Thig will be achieved by

levels ang Making profits on trading Services.

Efficient ang effective yse of resources will be €ncouraged by providing for
Penalties to prohibit exorbitant use.



6.1

6.2

following categories of customers:

. Domestic;

. Commercial:

. Indigents

. Pensioners

. Industrial:

. Agricultural:

. Rurat:

. Education institutions

. Public benefit Organisations, orphanages.
. Government (National, Provincial and District);
. Municipal services; and

. Special agreements.

a report by the Municipal Manager or the relevant department, determine
differentiated tariffs within the specifieq category.



7.1

7.1

7.1.1
7.2

7.21
722
7.2.3
724

725
726

7.2.7

7.2.8

7.2.9

7.2.10
7.2.11
7212
7.2.13
7.2.14
7.2.15
7.2.16
7217
7.2.18
7.2.19
7.2.20
7.2.21
7.2.22

Expenditure classification ang cost elements

following classification of services:

Trading services

Sewerage disposal:

Community services

Air polilution:

Child care facilities:
Firefighting services:
Local tourism:
Municipal planning;

assigned to them under the Constitution or any other law;
Storm water Management system in built-up areas;
Trading regulations;

Cemeteries:
Control of public nuisances;

Control of undertakings that selj liquor to the public:
Facilities for accommodation, care ang burial of animals:;
Fencing and fences:

Licensing of dogs:

Licensing and control of undertakings that self food to the public:
Local amenities;

Local sport facilities:

Municipal parks and recreation:

Municipal roads;

Noise poliution:;

Pounds



7.2.23 Public places;

7.2.24 Street trading/street lighting;
7.2.25 Traffic and parking

7.2.26 Building controf.

7.3 Subsidised services

7.3.1 Health:
7.3.2 Libraries ang museums.

7.4 Expenditure classification

74,1 Subjective classification into various expenditure groups is as foliows:

7.4.11 Employee related expenses;
7412 Remuneration of councillors;
7413 Impairment losses;

7414 Finance costs;

7415 Debt impairment;

74186 Bulk purchases:

7417 Genera] expenses;

7418 Repairs ang maintenance;
7419 Depreciation ang amortisation.

7.5 Cost elements

751 The following cost elements will pe used to calculate the tariffs of the different
services:



7.5.1.2 Variable cost: This inclydes all other variable costs that have reference to the

7.5.1.3

8.1

8.1.1

8.1.2

8.1.3

8.1.4

8.2

8.2.1

8.2.2

8.2.3

service,

Total cost: is equai to the fixed cost plus variable cost.

Tariff types

In settings service charges the Council shall:

Accurately reflect costs to achieve economic efficiency;

Ensure equity and fairness between different types of consumers;
Utilise appropriate metering and supporting technology; and

Be transparent.

Inclining block tariff:  This tariff is based on consumption levels being

categorised into blocks, the tariff being determined and increased as



—

8.24

8.2.5

8.2.6

discourage excessive use of the commodity.

Declining block tariff: This tariff is the opposite of the inclining block tariff and
decreases as consumption levels increase. This tariff will only be used during

Special agreements.

Time-of-use tariff: this tariff is based on fixed charges and Seasonally and time
differentiated energy and demand charges.

Reguiating tariff: this tariff is only of a regulatory nature ang the municipality
may recover the full or g portion of the cost associated with rendering the
service,



9. Unit of Mmeasurement

The following units of Mmeasurement will, where possible, be used to

determine tariffs:

9.1 Sewerage

9.4.1 Tariff structure

Percentage of water consumption:

Percentage of water consumption pius costs for strength of disposal:
Basic charge - based on the area of the property and fixed cost
associated with the service;

Additional charge — based on the area and variable costs of the service;
When area of property is not available, a flat rate based on the average

consumption per categories of consumers will be applicable.

9.42 Method of calculation

CPI rate is used to calculate the growth rate for the tariffs. A different tariff is

charged for different properties and different services which could include;

Sewerage services. (Waterborne sewerage). Per sSewerage connection
per month;

Sewerage connection:

Removal of waste water and sewerage:;

Sewerage blockages:

Fees and fees structure as approved by Council.



9 By-laws and review

The principle contained in this policy will be reflected in the various service by-

laws as promulgated and adjusted by Council from time to time.

The policy and attached rate and fee structure muyst be reviewed on an annual
basis and the rate and fee structure must be approved by Council before the
start of the financial year.

= 5 )

Munigcipal Manager

Sewape M.O

——



