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MUNI CI PAL FI NANCE
MANAGEMENT BI LL, 2001

To regul ate financial managenment in the |ocal sphere of
government; to
require that all revenue, expenditure, assets and liabilities of
muni ci palities and nunicipal entities are nanaged econom cal |y,
efficiently
and effectively; to determne the responsibilities of persons
entrusted
with local sphere financial managenent; to regul ate nunici pa
borrowi ng;



and to provide for matters connected therewth.
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CHAPTER 1
| NTERPRETATI ON, OBJECT, APPLI CATI ON AND AMENDVMENT OF THI S ACT
Definitions
1. In this Act unless the context indicates otherw se-

"accounting authority" means an authority referred to in section
57;

"annual Division of Revenue Act" nmeans the Act of Parliament which
nmust
annual ly be enacted in terns of section 214 (1) of the Constitution;

"Audi tor-General" neans the person appointed as Auditor-Ceneral in
terms of section 193 of the Constitution, and includes a person
exerci sing
a power or performng a duty of the Auditor-General in terms of a
del egati on by the Auditor-General

"business plan", in relation to a nunicipal entity, means a plan
adopted by a municipal entity in terns of section 62;

"category", in relation to nmunicipalities, neans a category A B
or C
muni ci pality envisaged in section 155 (1) of the Constitution

"chief financial officer" neans a person designated in terms of
section
42 (2) (a);

“councillor" means a nmenber of a municipal council

"councillor for financial matters" means the councillor referred
toin
section 31; "creditor", in relation to a nmunicipality, means any
person to
whom noney is owing by the nunicipality;



"debt" neans-

(a) a monetary liability or obligation created by a financing
agreement, note, debenture, bond or overdraft, or the issuance

of
muni ci pal securities; or
(b) a contingent liability such as that created by guaranteeing a
nmonetary liability or obligation of another
"del egation", in relation to a duty, includes an instruction or
request

to performthe duty, and "del egate" has a correspondi ng neani ng;

"district nmunicipality” means a nunicipality that has nunicipa
executive and legislative authority in an area that includes nore than
one
muni ci pality, and which is described in section 155 (1) of the
Constitution
as a category C nunicipality;

"financial statenents" means statenments consisting of at |east-
(a) a bal ance sheet;

(b) an incone statenent;

(c) a cash-flow statenent;

(d) any other statenents that may be prescribed; and (e) any notes
to
t hese statenents;

"financial year" or "fiscal year" neans a year ending 30 June;

"financi ng agreenent" includes any | oan agreenent, | ease,
i nstal | nent
purchase contract, or hire purchase arrangement under which a
muni ci pality
undertakes to pay the capital cost of property, plant or equi pment
over a
period of tinme;

"governing board or body", in relation to a nunicipal entity,
means a
board of directors or equival ent governing body appointed in terms of
t he
| egi sl ati on under which the nmunicipal entity was established;

"irregul ar expenditure” nmeans an expenditure, other than an
unaut hori sed expenditure, incurred in contravention of, or that is not
in
accordance with, a requirenent of this Act or any other applicable
| egi sl ation;

"joint ownership control", in relation to a municipal entity,
means
ownership control over a municipal entity which is exercised by a
muni ci pality together with another rmunicipality;

"lender", in relation to a nmunicipality, neans a person who
provi des



debt finance to a nunicipality;

"l ocal nunicipality" means a nunicipality that shares municipa
executive and |l egislative authority in its area with a district
muni cipality within whose area it falls, and which is described in
section
155 (1) of the Constitution as a category B nunicipality;

"l ong term debt" means debt that is repayable over a period
exceedi ng
one year;

"MEC for finance" means the nenber of the Executive Council of a
provi nce responsible for finance in the province;

"MEC for |ocal government"” means the menmber of the Executive
Counci | of
a province responsi ble for |ocal government in the province;

"metropolitan municipality" neans a nmunicipality that has
excl usi ve
executive and legislative authority in its area, and which is
described in
section 155 (1) of the Constitution as a category A nunicipality;

"m ni nrum essential nunicipal service" means a service, which, if
not
provi ded, would pose a threat to public health or safety;

"M nister" nmeans the M nister of Finance;

“muni ci pal council™ or "council" nmeans a nunici pal counci
referred to
in section 157 of the Constitution;

"muni ci pal entity" neans-

(a) a conmpany, co-operative, trust, fund or any other corporate
entity
established in terns of any applicable national or provincia
| egi sl ati on and which operates under the ownership control of
one or
nmore muni ci palities;

(b) any subsidiary of a conmpany that is a nunicipal entity in
terns of
par agraph (a); or

(c) a service utility;

"muni ci pal debt instrunment” neans any note, bond, debenture or
ot her
evi dence of indebtedness issued by a nunicipality, including
dematerial i sed
or electronic evidence of indebtedness intended to be used in trade;

“muni cipality", when referred to as-
(a) a corporate body, nmeans a nunicipality as described in section

2 of
t he Muni ci pal Systens Act; and



(b) a geographic area, nmeans a municipal area determned in terns
of
the Local Governnent: Municipal Demarcation Act, 1998 (Act 27
of
1998);

"muni ci pal manager” neans a person appointed in terns of section
82 of
the Municipal Structures Act;

"Muni ci pal Structures Act" nmeans the Local Governnent: Muinicipa
Structures Act, 1998 (Act No. 117 of 1998);

"Munici pal Systens Act" neans the Local Government: Minicipa
Syst ens
Act, 2000 (Act No. 32 of 2000);

"National Treasury" neans the National Treasury established by
section
5 of the Public Finance Managenent Act;

"organi sed | ocal government" means an organi sation recognised in
terns
of section 2 (1) of the Organised Local Government Act (Act No. 52 of
1997), to represent |ocal government nationally or provincially;

"over spendi ng" -

(a) inrelation to the budget of a municipality, means when the

operational or capital expenditure incurred by the
muni ci pality

during a financial year, exceeds the total amount appropriated
in

that year's budget for its operational or capital expenditure,
as

the case may be;

(b) inrelation to a vote, nmeans when expenditure under a vote
exceeds
t he amount appropriated for that vote, subject to section 38;
or

(c) inrelation to expenditure under section 19, nmeans when
expenditure
under that section exceeds the percentage allowed in that
secti on;

"ownership control”, in relation to a conpany, co-operative,
trust,
fund or any other corporate entity established in ternms of any
appl i cabl e
nati onal or provincial |egislation, neans the ability to exercise any
of
the foll owing powers to govern the financial and operating policies of
t he
entity in order to obtain benefits fromits activities:

(a) to appoint or renmove at |least the mgjority of board of
directors or
equi val ent governi ng body of that entity;

(b) to appoint or renmove that entity's chief executive officer



(c) to cast at least the majority of the votes at neetings of the
boar d
of directors or equival ent governi ng body; or

(d) to control at least the majority of the voting rights at a
genera
meeting, in the case of a conpany, co-operative or other body

havi ng
menbers;
"political structure or functionary", in relation to a
nmuni ci pality,
nmeans-

(a) the council of a nmunicipality;

(b) any committee of a nunicipal council or other politica
structure
el ected, designated or appointed in terms of the Minicipa
Structures Act; or

(c) any councillor or other person elected, designated or
appointed to
a political office in ternms of that Act;

"prescribe" nmeans prescribe by regulation, instruction or
guideline in
terms of section 104,

“provincial departnent" has the meaning assigned to it in section
1 of
the Public Finance Management Act;

"provincial treasury" has the neaning assigned to it in section
of
the Public Finance Management Act;

"Public Finance Managenent Act" neans the Public Finance
Managenent
Act, 1999 (Act 1 of 1999);

"security" nmeans a lien, pledge, nortgage, cession or other form
of
collateral intended to secure the interest of a creditor

"service utility" neans an entity established in terms of section
82
(1) (c) of the Municipal Systens Act;

"short term debt"” neans a debt that is repayable over a period not
exceedi ng one year

"sol e ownership control”, in relation to a nunicipal entity, neans
ownership control over a nunicipal entity which is exercised by a
si ngl e
muni ci pality alone; "standards of generally recogni sed accounting
practice"
means an accounting practice conplying with standards applicable to
muni ci palities or nunicipal entities and issued in terns of the Public
Fi nance Managenent Act;

"this Act" includes regulations nade and instructions issued in
terns



of section 104 or 111

"transferring national officer" neans the accounting officer for a
nati onal departnent which transfers to a nmunicipality an allocation
referred to in the annual Division of Revenue Act;

"transferring provincial officer" means the accounting officer for
a
provi nci al departnent which transfers to a nmunicipality an allocation
referred to in the annual Division of Revenue Act;

"unaut hori sed expenditure", in relation to a nunicipality, neans
an
expenditure for which no provision is made in the budget of the
muni ci pality, and includes-

(a) overspendi ng the budget;
(b) overspending a vote; or

(c) expenditure unrelated to the departnment or functional area
covered
by the vote

"vote" neans-

(a) one of the main segnents into which a budget of a municipality
is
di vided for the appropriation of nmoney for the different
departnments
or functional areas of the nunicipality; and

(b) which specifies the total amount that is appropriated for the
pur poses of the departnment or functional area concerned.

Obj ect of this Act

2. The object of this Act is to secure transparency,
accountability and
sound managenment of the revenue, expenditure, assets and liabilities
of the
| ocal government institutions to which this Act applies.

Local governnent institutions to which this Act applies

3. (1) This Act applies to-

(a) municipalities; and

(b) municipal entities.

(2) I'n the event of any inconsistency between this Act and any
ot her
| egi sl ati on concerning financial managenment of nunicipalities or
nmuni ci pa
entities, this Act prevails.

Amendnents to this Act

4. Draft national legislation directly or indirectly anmending this
Act ,

or providing for the enactnent of subordinate |egislation that may
conflict



with this Act, may be introduced in Parlianent-

(a) by the Mnister only; or

(b) only after the Mnister has been consulted in witing on the

o contents of the draft |egislation, and has responded in
writing.
CHAPTER 2

SUPERVI SI ON OVER LOCAL GOVERNMENT FI NANCE MANAGEMENT

Functi ons and powers of National Treasury

5. (1) The National Treasury nust-

(a) pronote the object of this Act as set out in section 2; and

(b) performthe other functions assigned to the National Treasury

ternms of this Act.

(2) To the extent necessary to performthe functions nentioned in
subsection (1), the National Treasury may-

(a) monitor the budgets of municipalities to establish whether
t hey-

(i) are consistent with the national governnent's fisca
policy
framewor k and nmacro-econom ¢ policy; and
(ii) conmply with sections 16 and 20;

(b) monitor expenditure and revenue of nunicipalities to establish
whet her expenditure and revenue remain wthin budget;

(c) prescribe uniformtreasury norns and standards for-

(i) muni ci palities, including financial nanagenment in
muni ci palities; and

(i) muni ci pal entities, including financial managenment in
muni ci pal entities;

(d) establish annually a growth factor for the budgets of
muni ci palities as envisaged in section 16 (1) (d);

(e) monitor and assess conpliance by municipalities and mrunici pa
entities wth-

(1) this Act; and
(ii) any applicable standards of generally recognised
accounting
practice and uniformclassification systens;
(f) assist nunicipalities and nmunicipal entities in building their
capacity for efficient, effective and transparent financia
managenent ;

(g) review any system of financial managenment and internal contro



any rmunicipality;

(h) take appropriate steps, including the w thholding of funds in
terms
of section 216 (2) of the Constitution, to address a serious
or
persistent material breach of this Act by a nunicipality or
muni ci pal entity; and

(i) do anything further that is necessary to fulfil its
responsi bilities effectively.

Del egati ons by National Treasury

6. (1) The Mnister may delegate, in witing, any of the powers or
duties entrusted to the National Treasury in ternms of this Act to-

(a) the Director-General of the National Treasury;

(b) the Director-General of a national department charged with
responsi bility for | ocal governnent;

(c) a provincial treasury, or to the head of a provincia
depart nment,
as the Mnister and the relevant MEC in the provi nce concerned

may
agr ee.
(2) A delegation in ternms of subsection (1)-
(a) is subject to any limtations or conditions that the Mnister
may

i npose; and

(b) does not divest the National Treasury of the responsibility
concerning the exercise of the del egated power or the
per f or mance of
the del egated duty.

(3) A delegation in ternms of subsection (1) (a) or (b) may
aut hori se
the Director-Ceneral of the National Treasury, or the Director-Cenera
of
the departnment concerned, to sub-delegate, in witing, the del egated
power
or duty to-

(a) another National Treasury official or an official in that
depart ment;

(b) the holder of a specific post in the National Treasury or that
depart nment;

(c) the municipal manager of a municipality; or

(d) the accounting authority of a nmunicipal entity.

(4) A delegation in ternms of subsection (1) (c) may authorise a
provincial treasury or head of a provincial department to sub-
del egate, in
witing, the delegated power or duty to-

(a) an official in that provincial treasury or departnment;



(b) the holder of a specific post in that provincial treasury or
department;

(c) the municipal manager of a municipality; or
(d) the accounting authority of a nunicipal entity.

(5) The Mnister may confirm vary or revoke any decision taken in
consequence of a del egation or sub-delegation in ternms of this
secti on,
provi ded that no such variation or revocation of a decision my
det r act
fromany rights that may have accrued as a result of the decision

CHAPTER 3
MUNI Cl PAL REVENUE
Part 1: Municipal bank accounts
Openi ng of bank accounts

7. (1) Bvery municipality nust open and mai ntain bank accounts in
t he
name of the nmunicipality, into which all noney received by the
muni ci pality
must pronptly be paid.

(2) A municipality may not open a bank account abroad or with a
bank
not registered in terns of the Banks Act, 1990 (Act No. 94 of 1990).

(3) Money may be withdrawn from a nunici pal bank account only in
terns
of section 11 (1).

Bank accounts designated for inter-governmental allocations

8. (1) One of the bank accounts opened by a municipality, to be
known
as the primary bank account, nust be designated for the recei pt of al
allocations to the nmunicipality in terns of the annual Division of
Revenue
Act and those made to it by other nmunicipalities.

(2) A municipality-

(a) must deposit all allocations made to the nmunicipality in terms
of
t he annual Division of Revenue Act and received from ot her
municipalities into its primry bank account; and

(b) may change its primary bank account during a financial year
only
with the witten consent of the National Treasury.

Noti fication of opening of bank accounts
9. The nuni ci pal manager nust wi thout delay notify the Nationa

Treasury, the relevant provincial treasury and the Auditor-General, in
writing-



(a) of each bank account opened by the municipality, including-

(i) the nane of the bank where the account has been opened;
(ii) t he nane, address and nunber of the branch of the bank
where the

account has been opened; and
(iii) the type, nanme and number of the account; and
(b) which of these accounts is its primary account.
Control of municipal bank accounts
10. (1) The rmunici pal manager -

(a) is accountable to the nmunicipal council for the municipality's
bank
accounts; and

(b) must enforce conpliance with the provisions of sections 7, 8
and
11.

(2) A municipal manager may not del egate the duties nentioned in
subsection (1) (b) to another person except to the nmunicipality's
chi ef
financial officer.

Wt hdrawal s from rmuni ci pal bank accounts

11. (1) Only the municipal manager, or the chief financial officer
acting on the witten authority of the municipal manager, may w thdraw
noney or authorise the withdrawal of noney fromthe nunicipality's
bank
accounts, and may do so only-

(a) for expenditures authorised in terns of a budget approved by
t he
muni ci pal counci |

(b) to pay over to other entities or agencies noney collected by
t he
muni ci pality on behal f of such entity or agency;

(c) to refund noney incorrectly paid into the bank accounts;
(d) to refund guarantees, sureties and security deposits;
(e) for cash nmanagenent and investnent purposes in accordance with
section 12 and within any framework that may be prescribed in
terms
of that section; or
(f) for any other purpose as may be prescribed.
(2) Money may be withdrawn from a bank account in terns of
subsection
(1) (b), (c), (d), (e) or (f) without appropriation by the nmunicipa

counci | .

(3) The munici pal manager must-



(a) table in the nunicipal council on at least a quarterly basis a
consolidated report of all withdrawals in terns of subsection
(1)
(b), (c¢), (d), (e) or (f); and

(b) make the report available for public inspection in a
prescri bed
manner .

Part 2: Cash, investnent and asset mmnagenent
Cash managenent and investnents

12. (1) The National Treasury may prescribe a framework wthin
whi ch
muni ci palities nust-

(a) conduct their cash nanagenent; and
(b) invest nobney not imediately required.

(2) A municipality nust establish appropriate and effective cash
managenment and i nvestnment arrangenments, and these must be in
accordance
with any framework prescribed in terms of subsection (1).

(3) A bank that has opened an account for a nunicipality nust
prompt|y-

(a) notify the National Treasury, in witing, of such account when
t he
account is opened; and

(b) disclose information regarding the account when so requested
by the
Nati onal Treasury, the relevant provincial treasury or the
Audi t or - Gener al

(4) An institution with which a nunicipality has invested noney
must -

(a) notify the National Treasury, in witing, that it holds noney
as an
i nvestment for the nunicipality; and

(b) promptly disclose information regarding the investnment when so
requested by the National Treasury, the relevant provincia
treasury
or the Auditor-General

Di sposal of assets

13. (1) A municipality may not sell, transfer ownership or
ot herwi se
permanent|y di spose of an asset needed to provide a mininmum essentia
nmuni ci pal service.

(2) A municipality may sell, transfer, or otherw se dispose of an
asset
ot her than an asset described in subsection (1) only after the
council, in
a neeting open to the public, has-



(a) on reasonabl e grounds decided that the asset is not needed to
provi de a mni mum essential municipal service; and

(b) considered the fair market value of the asset and the econonic
and
comunity value to be received in exchange for the asset.

(3) A decision by a municipal council that a specific asset is not
needed to provide a mnimum essential nunicipal service, nmay not be
reversed by the nmunicipality after that asset has been sold,
transferred or
ot herwi se di sposed of.

Acqui sition and disposal of mnority interests in conpanies and
ot her
entities
14. A municipality, a municipal entity or a subsidiary of a
nmuni ci pa
entity may-
(a) acquire or hold a minority interest in any conpany or other
entity,
but only if the other interests are held by-
(i) anot her municipality or municipalities;
(i) the national or a provincial governnent;
(iii) a municipal entity over which that municipality or that
other rmunicipality or any of those other nunicipalities
exerci se sole or joint ownership control; or

(iv) a subsidiary of a municipal entity referred to in
subparagraph (iii); or

(b) dispose of any interest which it holds in terms of paragraph
(a) in
a conpany or other entity, but only to-
(i) anot her rmunicipality;

(i) t he national or a provincial governnent;

(iii) a municipal entity referred to in paragraph (a) (iii);
or

(iv) a subsidiary of a nmunicipal entity referred to in
par agr aph
(a) (iii).
CHAPTER 4
MUNI Cl PAL BUDGETS

Annual appropriations

15. A municipal council must for each financial year, by way of an
annual budget, appropriate noney for the requirenments of the

muni ci pality.

Muni ci pal annual budgets



16. (1) The annual budget-
(a) must be in accordance with a format as prescri bed;

(b) must include an operating budget which is bal anced, so that
appropri ated operating expenditure does not exceed
realistically
antici pated revenue for the year-

(i) pl us such anount of prior years' accunul ated surplus as
is
actually avail able for operating expenditure; or
(ii) | ess such percentage of prior years' accunul ated
deficits

as may be prescribed;

(c) must include a capital budget which is balanced, so that
appropriated capital expenditure does not exceed the anmount
realistically anticipated to be available for capita

expendi ture;
and

(d) may not exceed the previous financial year's budget by nore
than a
growth factor determ ned annually by the National Treasury for
muni ci palities generally, except with the witten approval of
t he
Nati onal Treasury.

(2) When cal cul ating, for the purpose of subsection (1) (b),
realistically anticipated revenue for the year, and, for the purpose
of
subsection (1) (c), the amunt realistically anticipated to be
avai l abl e
for capital expenditure, a nmunicipality nmust take into account

previ ous
years' actual figures in this respect and the actual revenue for the
year

precedi ng the previous financial year
(3) The annual budget nmust at | east contain-

(a) realistic estimates of all revenue anticipated to be received
during the financial year to which the budget rel ates;

(b) realistic estimtes of expenditure for that financial year
br oken
down per vote as may be appropriate for the municipality
concer ned;

(c) realistic estimtes of interest and principal paynents;

(d) realistic estimtes of capital expenditure for that financia
year
and the projected financial inplications of that expenditure
for
future financial years, including future operating revenues
and
expenditures and principal and interest paynents;

(e) an indication of intentions regarding borrowi ng and ot her
forns of



public liability that will increase the nunicipality's debt
during
that financial year and future financial years;

(f) the projected-

(i) revenue for the previous financial year
(ii) expenditure for the previous financial year, broken
down
per vote;
(iii) borrowi ng for the previous financial year; and
(iv) funding flows fromthe nmunicipality to nunicipa
entities
and fromnunicipal entities to the nmunicipality, during
t he

previ ous financial year

(g) the actual -

(i) revenue for the year preceding the previous financia
year;
(ii) expenditure for the year preceding the previous
financia
year, broken down per vote;
(iii) borrowi ng for the year preceding the previous financia
year; and
(iv) funding flow fromthe nunicipality to municipa
entities
and fromnunicipal entities to the nmunicipality, during
t he

year preceding the previous financial year; and

(h) any other information as may be prescribed, including any
mul ti-year budget information.

(4) When an annual budget is tabled in the municipal council, the
muni ci pal manager nust submt nmeasurabl e objectives for each vote in
t he
budget .

Budget process
17. (1) The councillor for financial matters nust-

(a) ensure that a draft annual budget containing the prescribed
particulars is prepared at |east a prescribed nunber of days,
or if
a nunber of days is not prescribed, at |east four nonths,
before the
start of each financial year; and

(b) upon conpletion of the draft budget-
(i) foll ow a process of comunity participation in

accordance
wi th Chapter 4 of the Muinicipal Systens Act; and



(ii) conply with subsection (2).
(2) The councillor for financial matters nust-

(a) imrediately upon the draft budget's preparation, publish in a
newspaper of general circulation in the nmunicipality a notice-

(i) stating that the draft annual budget is available for
public scrutiny during office hours at the main
adm nistrative office of the nmunicipality and such

ot her
pl aces as nmay be specified in the notice;
(ii) inviting the public to subnmit witten coments and
representations to the municipality within a period
speci fi ed

in the notice; and

(iii) speci fying the dates set down by the council for public
heari ngs on the draft annual budget; and

(b) at the next sitting of the municipal council follow ng the
draft
budget's preparation, table the draft budget in the counci
for
di scussi on and public hearings.

(3) The councillor for financial matters nust submit a copy of the
muni ci pality's draft budget i mediately upon the draft budget's
preparation, and a copy of the municipality's adopted budget within 7
days
of the budget's adoption by the council, to-

(a) the National Treasury, in the case of a municipality whose
name
appears on a list published by the Mnister by notice in the
Gover nment Gazette;

(b) the relevant provincial treasury, in the case of a
muni ci pality
whose nane does not appear on the list referred to in
par agr aph (a);

(c) the district nunicipality in whose area it falls, in the case
of a
| ocal municipality; and

(d) the local municipalities inits area, in the case of a
district
muni ci pality.

(4) Any comments the National Treasury or the relevant provincia
treasury may wish to offer on the draft budget nust be submitted to
t he
muni cipality within 40 days of receipt of the draft budget.

(5) The councillor for financial matters nmust as soon as the
counci
di scussion and the public hearings referred to in subsection (2) (b)
have
been conpl et ed-



(a) direct the nunicipal manager to prepare the final budget for

t he
financial year, taking into account-
(i) the considerations of and public hearings conducted by
t he
council on the draft budget;
(ii) any public comment and representations received by the
municipality in terns of subsection (2) (a);
(iii) any recomendati ons of the National Treasury and the
rel evant provincial treasury on the draft budget; and
(iv) any guidelines and policy statements issued by the
Nat i onal

Treasury; and
(b) table the budget in the council for approval

(6) The councillor for financial matters nmust manage the budget
process
in such a way that the budget referred to in subsection (5) (b) is
t abl ed
in the council at |east 30 days before the start of the financial year
to
whi ch the budget rel ates.

(7) A municipality nust approve its annual budget before the start
of
the financial year to which it rel ates.

Approval of annual budgets

18. (1) The annual budget of a municipality is approved by a
deci si on
taken by the, council of the nunicipality with a supporting vote of a
maj ority of the menmbers of the council

(2) If a municipal council fails to approve an annual budget by
t he
majority required in terms of subsection (1), the council must
reconsi der
t he budget and again vote on the budget or an anended version thereof
wi thin seven days of the neeting that failed to approve the budget.

(3) The process provided for in subsection (2) nust be repeated
until a
budget is approved.

(4) I'f a municipal council has not approved an annual budget
before the
start of the financial year, the MEC for | ocal governnent nust direct
t he
council to adopt the budget within 14 days.

Consequences of failure to approve budgets

19. (1) If the nunicipal council has not approved an annual budget
before the start of the financial year, funds may, with the approva
of the
MEC for | ocal government, be withdrawn fromthe nmunicipality's bank
accounts in accordance with this section for the requirements of the



muni ci pality, until the budget is approved as provided for in this
Act .

(2) Funds withdrawn froma municipality's bank accounts in terns
of
subsection (1)-

(a) may be used only to defray current expenditure in connection
with
votes for which funds were appropriated in the | ast approved
annua
budget or adjustnments budget; and

(b) may not -

(i) during any nonth, exceed 8 per cent of the total anount
appropriated in the |ast approved annual budget for
current
expenditure, which percentage nust proportionately be
scal ed
down if revenue flows are not at |east at the sane
| evel as
t he previous financial year; and

(i) exceed the anount actually avail able

(3) The funds provided for in subsection (1) are not additional to
funds appropriated for that financial year, and any funds wi thdrawn in
terms of that subsection nmust be regarded as form ng part of the funds
appropriated in a subsequently approved annual budget for that
financia
year.

Muni ci pal adj ust ments budgets
20. (1) The councillor for financial matters-

(a) may table an adjustnments budget in the municipal council as

and

when necessary, but any second or subsequent adjustnents
budget

during the same financial year may only be tabled with the
approva

of the MEC for | ocal government acting within a prescribed

framewor k; and

(b) must table an adjustnments budget when this becomes necessary-
(i)

to adjust the budget due to under collection of revenue;

(ii) to appropriate funds for the reduction of debt or the
fundi ng of capita projects; or

(iii) to provide for other matters that may be prescribed.

(2) An adjustnents budget, apart fromthe natters referred to in
subsection (1) (b) (i) (ii) and (iii), may provide only for-

(a) the appropriation of any net additional revenues that have
becone
avai | abl e above and beyond those anticipated in the approved
budget ;



(b) unforeseeabl e and unavoi dabl e expendi ture recommended by the
nmuni ci pal manager, within a prescribed franmework;

(c) the utilisation of savings between votes; and
(d) any other matter prescribed, or approved by the Mnister

(3) An adjustnents budget nmust be in the prescribed format and
contain
the prescribed information, and nmust be bal anced as provided for in
section
16.

(4) Section 17 (3) and (4) apply in respect of a draft adjustnents
budget and the reference in that section to a draft budget nust be
read as
a reference to a draft adjustnments budget.

(5) A municipality nust take into account any recommendati ons of
t he
Nati onal Treasury and the rel evant provincial treasury before it
approves
an adj ustnments budget.

(6) Section 18 (1) and (2) applies in respect of the approval of
an
adj ust ment s budget, and in such application a reference in that
section to
an annual budget mnmust be read as a reference to an adjustnents budget.

Muni cipalities to subnmt reports on state of their budgets

21. (1) The nunicipal manager of a nunicipality nust, on a nonthly
basis or as may be prescribed, subnmit reports in the prescribed format
on
the state of the nmunicipality's budget to-

(a) the National Treasury and the relevant provincial treasury, in
t he
case of a municipality whose name appears on the |ist
published in
terms of section 17 (3) (a);

(b) the relevant provincial treasury, in the case of a district
muni ci pality whose nane does not appear on the list referred
toin
par agraph (a); and

(c) the district nunicipality in whose area it falls, in the case
of a
[ ocal municipality.

(2) Areport in terns of subsection (1) nust-
(a) cover a prescribed reporting period; and

(b) be submitted within 10 days after the end of each reporting
peri od.

(3) When a district nmunicipality submits its report, it must
attach the
reports of local nunicipalities within its area that were submtted to
it



in terms of subsection (1) (c).

(4) A report nust contain the prescribed particulars and nust
speci fy
the foll owi ng ambunts and conpare those ampunts in each case with the
correspondi ng budgeted anounts for the relevant financial year

(a) the actual revenue received during the reporting period, and
during
the financial year up to the end of that period;

(b) the actual expenditure (distinguishing between capital and
operating expenditure) for that period, and for the financia
year
up to the end of that period; and

(c) actual borrow ngs for that period, and for the financial year
up to
the end of that period.
Unaut hori sed and irregul ar expenditures
22. (1) A nunicipality nmust recover any unauthorised or irregular
expenditure fromthe person |liable for that unauthorised or irregular
expendi ture unl ess the expenditure-

(a) in the case of unauthorised expenditure, is-

(i) aut horised by the nunicipal council in an adjustnents
budget; or
(ii) certified as irrecoverable and witten off by the
counci | ;
and

(b) in the case of irregular expenditure, is certified as
i rrecoverable
and witten off by the council

(2) Wthout limting liability in terms of the commn |aw or other
| egi sl ati on-

(a) the municipal manager is liable for an unauthorised
expendi ture,
subj ect to subsection (3); and

(b) the person who conmitted, nade or approved an irregular
expenditure
is liable for that expenditure.

(3) If a political structure or functionary of a municipality
takes a
decision which, if inplenmented, would or is likely to result in an
unaut hori sed or irregular expenditure, the nunicipal manager is liable
for
any ensui ng unaut horised or irregular expenditure unless the municipa
manager has infornmed the relevant political structure or functionary,
in
witing, that the expenditure will or is likely to be unauthorised or
i rregul ar.

(4) If a political structure or functionary of the municipality is



responsi bl e for unauthorised expenditure, the Auditor-General nust
i nform

the rel evant MEC for |ocal governnent as soon as this cones to the
Audi tor-Ceneral's attention.

(5) The munici pal manager nust informthe National Treasury and
t he
rel evant provincial treasury in witing of-

(a) any mmterial unauthorised or irregular expenditure that has
been
i ncurred by the municipality; and

(b) the steps that have been taken-

(i) to recover or rectify the unauthorised or irregular
expendi ture; and

(ii) to prevent a recurrence.

(6) The witing off of any unauthorised or irregular expenditure
as
irrecoverable in terms of subsection (1) is no excuse in crimna
proceedi ngs agai nst a person charged with the comm ssion of an offence
relating to such unauthorised or irregular expenditure.

(7) The council of a nunicipality nmust ensure that irregul ar
expenditure that occurred in the municipality and that may constitute
a
crimnal offence are reported to the South African Police Service.

(8) The National Treasury may regul ate the application of this
section
by regulation in terms of section 104.

Assi gnnent of new functions and powers to nunicipalities

23. (1) If draft national or provincial |egislation that assigns
an
additional function or power to, or inmposes any other new obligation
on, a
muni ci pality, is introduced in Parliament or a provincial |egislature,
t he
person introducing the draft legislation nust, in a menorandum
accomnpanyi ng
that legislation, give at | east a three year projection of the
financia
i mplications of that function, power or obligation for the
muni ci pality and
must al so disclose any possible financial liabilities or risks after
t he
t hree year period.

(2) I'n addition to the procedures required in section 9 of the
Muni ci pal Systens Act, the National Treasury and the M nister
responsi bl e
for local governnent must be consulted before such legislation is
i ntroduced in Parliament or the provincial |egislature concerned.

(3) If an additional function or power is assigned to, or any
ot her new
obligation is inposed on, a nunicipality in terns of national or
provi nci al



| egi sl ation, the functionary assigning the function or power, or

i mposi ng

the obligation, nust submt to the National Treasury and the M nister
responsi bl e for local governnent a menorandum giving at |least a three
year

projection of the financial inplications of that function, power or
obligation for the nmunicipality.

(4) Subsection (3) does not apply to the transfer of powers or
functions to a nmunicipality in ternms of section 85 of the Minicipa
Structures Act.

CHAPTER 5
DEBT
Short term debt

24. (1) A municipality may incur short termdebt only in
accordance
with and subject to the provisions of this Chapter

(2) A municipality may incur short term debt only when necessary
to
bri dge-

(a) shortfalls within a financial year during which the debt is
incurred, in anticipation of specific and realistic
anti ci pated
income to be received within that financial year; or

(b) capital needs within a financial year in anticipation of funds
deriving fromspecific and enforceable grant or |ong term debt
conmi t ment s.

(3) A nmunicipality-
(a) must pay off short termdebt within the fiscal year; and
(b) may not renew or refinance its short term debt.

(4) (a) No lender may wilfully extend credit to a municipality for
t he
pur pose of renewi ng or refinancing short termdebt that nust be paid
of f in
terms of subsection (3) (a).

(b) If alender wilfully extends credit to a municipality in
contravention of paragraph (a), the municipality is not bound to repay
t he
[ oan including interest on the |oan

(5) Subsection (4) (b) does not apply if the |ender-

(a) relied in good faith on witten representati ons of the
muni ci pality
as to the purpose of the borrow ng; and

(b) did not know and had no reason to believe that the borrow ng
was
for the purpose of renewing or refinancing its short term
debt .



Long term debt

25. (1) A municipality may incur long-termdebt only in accordance
with
and subject to the provisions of this Chapter

(2) A municipality may incur long termdebt only for purpose of-

(a) capital expenditure on property, plant or equi pment to be used
for
the purpose of achieving the objects of |ocal governnent as
set out
in section 152 of the Constitution; or

(b) re-financing existing long term debt, provided such re-
financing is
in accordance with a prescribed frameworKk.

(3) Such capital expenditure may incl ude-
(a) financing costs;

(b) costs of professional services directly related to the
expendi t ure;
and

(c) any other costs as may be prescribed.
Condi tions on which debt nmay be incurred
26. A municipality may incur debt provided-

(a) the debt is denominated in Rand and is not indexed to, or
affected
by, fluctuations in the value of other currencies;

(b) the debt is approved by resolution of the council

(c) the municipal manager, at |east 14 days prior to the neeting
of the
council at which the resolution is to be considered, has
publ i shed a
notice in a newspaper of general circulation in the
muni ci pality or
i n another manner as may be prescribed-

(i) stating particulars of the draft resolution, including
t he
anount of the debt, the purposes for which the debt is
to be
incurred and particulars of any security to be
provi ded; and

(ii) inviting the public to submit witten comments or
representations to the council in respect of the draft
resol ution;

(d) the municipal manager, 14 days prior to the adoption of the
resolution, has subnmitted an information statenment to the
counci
setting out-

(i) the purpose for which the debt is to be incurred;



(ii) the anticipated total cost in connection with such debt
over the repaynment period;

(iii) the essential repaynment ternms, including the
antici pat ed
debt repaynment schedul e; and

(iv) particul ars of any security to be provided,

(e) the relevant resolution was adopted at a neeting of the
counci
whi ch was open to attendance by the public; and

(f) where security is to be provided, the provisions of section 27

(4)

have been conplied with.
Security

27. (1) A municipality may by resolution of the council authorise
security to be provided for any of its debt obligations.

(2) Wthout detracting fromthe generality of subsection (1), a
muni ci pality, when incurring debt, may-

(a) undertake to effect payment directly from noni es or sources
t hat
may becone avail able and authorise direct access to such
sources to
ensure payment of those obligations

(b) undertake to deposit funds with the Iender or a third party as
security for the debt;

(c) agree to specific paynment nechanisns or procedures to ensure
excl usive or dedicated paynent to | enders, including revenue
i ntercepts, paynents into dedicated accounts or other paynent
mechani snms or procedures;

(d) cede as security any category of revenue or rights to future
revenue specified in the financing agreenment or information
statenment contenplated in section 26 (d);

(e) undertake to have disputes resolved through nediation
arbitration
or other dispute resolution nechanisns; and

(f) agree to such other arrangenments as the nunicipality may
consi der
necessary and prudent.

(3) A council resolution authorising the provision of security in
terns
of subsection (1)-

(a) must determ ne whether the asset or right with respect to
whi ch the
security is provided, is necessary for providing a mninmm
essenti al
muni ci pal service; and



(b) if so, nust indicate the manner in which the availability of
t he
asset or right for the provision of that service will be
prot ect ed.

(4) If the resolution has determ ned that the asset or right is
necessary for providing a m nimum essential nunicipal service, the
| ender
to whom the nunicipal security is provided, may not, in the event of a
default by the municipality, deal with the asset or right in a manner
t hat
woul d preclude or inpede the continuation of that m ninum essentia
muni ci pal service

(5) A determination in terms of subsection (4) that an asset or
right
is not necessary for providing a mninmmessential municipal service
is
bi nding on the nunicipality until the secured debt has been paid in
full.

Di scl osure

28. Any person involved in the borrowi ng of noney by a
muni ci pality
nmust, when interacting with a prospective | ender or when preparing
docunent ation for consideration by a prospective investor-

(a) disclose all information in that person's possession or within
t hat
person's know edge that may be material to the decision of
t hat
prospective | ender or a prospective investor; and

(b) take reasonable care to ensure the accuracy of any information
di scl osed.

Muni ci pal guar ant ees

29. A municipality may guarantee any debt of a nunicipal entity
under
its sole or joint ownership control provided-

(a) the debt is reflected in the business plan of the entity
approved
by the rel evant municipal council or councils;

(b) the debt is disclosed in the municipality's consolidated
financia
statenents, in the case of a municipality exercising sole
owner shi p
control over the entity; and

(c) the guarantee is authorised by the relevant nunicipal counci
or
councils in the manner and subject to the conditions provided
this Chapter.

Nati onal and provincial guarantees

30. Neither the national nor a provincial governnment nmay guarantee
debt



of a nunicipality or of a nunicipal entity.
CHAPTER 6
COUNCI LLORS FOR FI NANCI AL MATTERS
Councillors responsible for financial matters

31. (1) One of the nenbers of a nunicipal council mnust be
responsi bl e
for financial matters in the nunicipality.

(2) The councillor responsible for financial mtters-

(a) in the case of a nunicipality with an executive commttee
referred
to in section 42 of the Municipal Structures Act, nust be the
mayor
or, if the council has designated another councillor, that
ot her
counci l l or;

(b) in the case of a nunicipality with an executive mayor referred
to
in section 54 of the Municipal Structures Act, nust be the
executive
mayor or, if the executive mayor has desi gnated anot her
counci l | or,
t hat other councillor; and

(c) in the case of a nunicipality that does not have either an
executive comrittee or an executive mayor, nust be a
counci |l I or
desi gnated by the council
Responsi bilities of councillors for financial matters

32. The councillor for financial matters nust-

(a) exercise general political control over the financial affairs

of

the municipality, but may not interfere in the financia
management

responsi bilities assigned in terns of this Act to the
nmuni ci pa

manager or the chief financial officer

(b) oversee expenditure and revenue collection with a viewto

preventing overspending of the municipality's budget or a

vot e;

(c) report regularly to the council on the financial state of
affairs
of the nunicipality; and

(d) performthe other duties assigned by the council or in terns
of
this Act to the councillor for financial matters.

Del egations by councillors for financial matters

33. (1) The councillor for financial matters nmay del egate in
writing



any of the powers or duties entrusted to that councillor in terms of
this
Act to any other councillor of the nmunicipality.

(2) A delegation in ternms of subsection (1)-

(a) is subject to any limtations or conditions that the
councillor for
financial matters nay inmpose; and

(b) does not divest the councillor for financial matters of the
responsi bility concerning the exercise of the del egated power
or the
performance of the del egated duty.

CHAPTER 7
RESPONSI BI LI TIES OF MUNI Cl PAL OFFI Cl ALS
Part 1: Municipal managers
Muni ci pal manager

34. (1) The munici pal nmanager of a nmunicipality is the accounting
of ficer of the nmunicipality for the purposes of this Act, and is
responsi bl e for assuring conpliance with this Act.

(2) If the nunicipal nanager is absent or otherw se unable to
perform
the functions of office, or during a vacancy, the acting municipa
manager
is the accounting officer for the purposes of this Act, and is
responsi bl e
for assuring conpliance with this Act.

General responsibilities of nunicipal managers as accounting
of ficers

35. As the accounting officer of a nmunicipality, the municipa
manager -

(a) must ensure that the municipality has and nmintains-

(i) effective, efficient and transparent systens of
financia
and risk managenent and internal control

(ii) a systemof internal audit under the control and
direction
of an audit comrittee conplying with and operating in
accordance with section 105 and any prescribed norns
and
st andar ds;

(iii) an appropriate procurenent and provi sioning system
which is
fair, equitable, transparent, conpetitive and cost-
ef fective;

(iv) a systemfor properly evaluating all major capita
proj ects
prior to a final decision on the project;



(b) must keep full and proper records of the financial affairs of
t he
muni ci pality in accordance with any prescribed norns and
st andar ds;

(c) is responsible for the effective, efficient, econom cal and
transparent use of the resources of the nunicipality;

(d) must take effective and appropriate steps to-
(i) collect all nmoney due to the nunicipality;

(ii) prevent unauthorised and irregul ar expenditure and
| osses
resulting fromcrimnal conduct; and

(iii) manage avail able working capital efficiently and
econonical l y;

(e) must pronptly notify the National Treasury if a bank account
of the
muni cipality is overdrawn for a period exceeding 10 days;

(f) must pronmptly report to the South African Police Service all-

(i) irregul ar expenditures that may constitute a crimna
of fence; and

(ii) ot her losses resulting fromcrimnal conduct;
(g) is responsible for the managenent of -

(i) the assets of the nmunicipality, including the
saf eguar di ng
and the mmi ntenance of those assets; and

(ii) the liabilities of the nunicipality;

(h) must conply with any tax, |evy, duty, pension, audit and other
commitrments as required by |egislation

(i) must settle all contractual obligations and pay all noney
ow ng,
within the agreed period, or if there is no agreed period,
within 30
days;

(j) on discovery of any unauthorised or irregular expenditure,
must
promptly report, in witing, particulars of the expenditure to
t he
muni ci pal council and the Auditor-General

(k) must take effective and appropriate disciplinary steps agai nst
any
official in the service of the municipality who-

(i) contravenes or fails to conply with a provision of this
Act ;
(i) conmits an act which undermi nes the financia
managenent

and internal control systemof the municipality; or



(iii) makes or permts an unauthorised or irregular
expendi ture;

(1) must pronptly report to the MEC for |ocal governnent any
interference by a councillor in the staffing or financia
management
responsi bilities of the municipal manager or the chief
financia
of ficer;

(m must, before transferring any funds otherwi se than in terns of

a

commerci al or other business transaction to an organi sation or
ot her

entity outside the nmunicipality, be satisfied that the
or gani sati on

or entity inplements effective, efficient and transparent
financia

managenent and internal control systens;

(n) must enforce conpliance with any prescribed conditions if the
muni ci pality gives financial assistance to any organisation
entity
or person;

(o) must pronptly informthe National Treasury and the rel evant
provincial treasury in witing on any new entity which the
muni cipality intends to establish, or in the establishment of

whi ch
it takes the initiative, or in which it intends to acquire an
i nterest;

(p) is responsible for the subm ssion by the municipality of al
reports, returns,, notices and other information to the
rel evant
provincial |egislature, the National Treasury, the rel evant
provincial treasury or the Auditor-General, as may be required
by
this Act; and

(gq) must conply, and take all reasonable steps to ensure
conpl i ance by
the municipality, with the provisions of this Act.
Muni ci pal managers' responsibilities relating to budgetary contro
36. (1) A municipal mnager nust take effective and appropriate
st eps
to ensure that-
(a) the spending of funds is in accordance with the budget;
(b) revenues and expenditures are properly nonitored; and
(c) spending is reduced as necessary when revenues are antici pated
to
be | ess than projected in the budget.

(2) A municipal manager, for the purposes of subsection (1), nust-

(a) within 10 days of the end of each nonth submit to the
counci |l I or



for financial matters-

(i) information in the prescribed format on actual revenue
and
expenditure for that nmonth and for the year up to that
nmont h;
(ii) a projection of anticipated expenditure and revenue
collection for the remai nder of the current financia
year;

and

(iii) when necessary, an explanation of any materia
variances
and a summary of the steps that are taken or are to be
t aken
to ensure that the projected expenditure and revenue
remai n
wi t hin budget;

(b) report to the councillor for financial matters any inpendi ng-
(i) under collection of revenue due;
(i) shortfalls in budgeted revenue;
(iii) overspendi ng of the nmunicipality's budget; and
(iv) any appropriate steps to be taken

(3) The councillor for financial matters nust table in the counci
al
statenments and reports received fromthe mnunicipal manager in terns of
subsection (2) (a) and (b) at the first council neeting held after the
recei pt of the statenment or report.

Responsi bilities of municipal managers relating to
i nt ergover nnent al
transfers

37. (1) The municipal manager of a nmunicipality nmust within 10
days
after the end of each prescribed period subnit a report to the
rel evant
transferring national or provincial officer on each intergovernmental
allocation transferred to the nunicipality, stating-

(a) the anpunt of funds received by the nunicipality under that
allocation up to the month reported on;

(b) the anpunt of funds under that allocation delayed or withheld
from
the municipality up to the nmonth reported on

(c) the actual amount spent by the mnunicipality under that
al  ocation
up to the nmonth reported on

(d) the extent of conpliance with the conditions of that
al l ocati on;

(e) an explanation for any material problens or variances
experienced



by the nmunicipality regarding the funds received by the
muni ci pality

under that allocation, and a summary of the steps taken to
deal with

such probl ens or variances; and

(f) such other information as the National Treasury may determn ne
Vi r ement

38. (1) A municipality may not utilise a saving in the anmunt
appropriated under a vote in a budget towards the defraynent of excess
expenditure under another vote in the budget unless such utilisation
is
authorised in an adjustnments budget in terms of section 20.

(2) If a budget appropriates funds for specific purposes within a
vot e,
the provisions of subsection (1) apply to those specific
appropriations as
if they were separate votes.

Information to be subm tted by nunicipal managers

39. (1) The munici pal manager of a municipality nmust submt to the
Nati onal Treasury, the relevant provincial treasury or the Auditor-
Gener al
such information, returns, docunents, explanations and notivations as
may
be prescribed or as the relevant treasury or the Auditor-General may
require.

(2) I'f the municipal manager is unable to conply with any of the
responsibilities determ ned for mnunicipal managers in this Part, the
muni ci pal manager nust pronptly report the inability, together with
reasons, to the nunicipal council, the National Treasury and the
rel evant
provi nci al treasury.

Part 2: Other officials of nmunicipalities
Del egati on of powers and duties by municipal managers

40. (1) The nunicipal manager of a nunicipality may in witing
del egate
any of the powers or duties entrusted or delegated to the nunici pal
manager
in terms of this Act, to an official in that municipality, except as
limted by section 10 (2).

(2) A delegation to an official in terns of subsection (1)-

(a) is subject to any limtations and conditions as nmay be
prescri bed
or as the National Treasury nay inmpose in a specific case;

(b) may either be to a specific individual or to the holder of a
specific post in the municipality; and

(c) does not divest the municipal manager of the responsibility
concerning the exercise of the del egated power or the
performance of
the del egated duty.



(3) The municipal manager may confirm vary or revoke any deci sion
taken in consequence of a delegation in terns of subsection (1),
provi ded
that no such variation or revocation of a decision may detract from
any
rights that may have accrued as a result of the decision

Responsi bilities of other officials of nmunicipalities

41. An official of a municipality, subject to the directions of
t he
muni ci pal manager -

(a) must ensure that the system of financial managenment and
i nterna
control established for that nmunicipality is carried out
within the
area of responsibility of that official

(b) is responsible for the effective, efficient, econom cal and
transparent use of financial and other resources within that
official's area of responsibility;

(c) must take effective and appropriate steps to prevent, within
t hat
official's area of responsibility, any unauthorised or
i rregul ar
expenditure and any under collection of revenue due;

(d) must conply with the provisions of this Act to the extent
applicable to that official, including any delegations in
ternms of
section 40; and
(e) is responsible for the managenent, including the safeguarding,
of
the assets and the managenment of the liabilities within that
official's area of responsibility.
CHAPTER 8
MUNI Cl PAL BUDGET AND TREASURY OFFI CES
Est abl i shrment
42. (1) Every nunicipality nust have a budget and treasury office.
(2) A budget and treasury office consist of-
(a) a chief financial officer designated by the mnunicipal manager
(b) staff allocated by the municipal nmanager to the chief
financia
of ficer; and
(c) any other persons contracted by the nunicipality for the work
of
the office.

Rol e of the chief financial officer

43. (1) The chief financial officer of a nunicipality-



(a) is adm nistratively in charge of the budget and treasury
of fice;

(b) must perform such budgeting, accounting, auditing, financia
reporting, cash managenent, debt managenent, financia
management
and ot her functions as nmay be del egated by the municipa
manager .

(2) The chief financial officer of a nmunicipality is accountable
to the
muni ci pal manager for the performance of the functions referred to in
subsection (1).

Del egati on of functions

44, (1) The chief financial officer of a nunicipality may in
writing
sub-del egate any of the functions referred to in section 43 (1) (b)-

(a) to an official in the budgetary and treasury office;
(b) to the holder of a specific post in that office;

(c) with the concurrence of the municipal nmanager, to- (i) any
ot her
official of the nmunicipality; or (ii) any person contracted by
t he
muni ci pality for the work of the office.

(2) If the chief financial officer sub-delegates in terms of
subsection
(1) any functions to a person who is not an official of the
muni ci pality,
the chief financial officer nust be satisfied that effective systens
and
procedures are in place to ensure control and accountability.

(3) A sub-delegation in ternms of subsection (1)-

(a) is subject to any limtations or conditions that the chief
financial officer may inpose; and

(b) does not divest that chief financial officer of the
responsi bility
concerning the del egated function.

(4) The chief financial officer may confirm, vary or revoke any
deci si on taken in consequence of a sub-delegation in terns of
subsecti on
(1), provided that no such variation or revocation of a decision may
detract fromany rights that may have accrued as a result of the
deci si on.

CHAPTER 9
MUNI Cl PAL ENTI Tl ES
Part 1: General

Est abl i shment of nunicipal entities



45. (1) A nunicipality may establish a nunicipal entity only for-

(a) the provision of a nmunicipal service in the nmunicipality or in

an
area of which the municipality forms part; or
(b) another purpose as may be prescribed.
(2) A municipal entity may be established only as provided for in,
and

in accordance with, the Minicipal Systems Act.

(3) A municipality may not assign regulatory powers and functions
to a
muni ci pal entity.

(4) For the purposes of subsection (1) "establish" includes the
acqui sition of an ownership control interest in an existing conpany or
ot her entity.

Li st of municipal entities

46. (1) Each municipality nmust annually within one nonth of the
end of
each financial year submt to the National Treasury, the relevant
provincial treasury and the Auditor-General a list of-

(a) all municipal entities under the sole or joint ownership
control of
the municipality as at the |ast day of the financial year; and

(b) any other undertakings in which the nunicipality obtained a
financial interest during the financial year

(2) Alist in terns of subsection (1) nust be in the prescribed
f or mat
and contain the prescribed particul ars.

Application of Act to nmulti-jurisdictional nunicipal service
districts

47. This Act, to the extent that it could be applied, applies to
t he
governing body of a multi-jurisdictional municipal service district
established in terns of Part 4 of Chapter 8 of the Minicipal Systens
Act as
if that governing body is a nmunicipal entity.

Fi nanci al responsibilities of municipalities

48. The municipality or municipalities exercising ownership
control
over a nunicipal entity nust exercise those ownership control powers
to
ensure that the nmunicipal entity conplies with this Act and the
financia
policies of the municipality or nmunicipalities.

Service delivery agreenents with nunicipal entities

49. (1) The service delivery agreenent between a nunicipality and



muni ci pal entity nust, in addition to the matters nmentioned in section
81

of the Municipal Systens Act, contain such other natters as may be
prescri bed.

(2) When a municipality enters into a service delivery agreenment
with a
muni ci pal entity, a copy of the agreenent nust be submtted to the
Nat i onal
Treasury and the relevant provincial treasury.

Di sposal of assets by municipal entities

50. (1) A rmunicipal entity may not sell, transfer ownership or
ot herwi se permanently di spose of an asset needed to provide a m ni num
essential municipal service.

(2) A municipal entity may sell, transfer, or otherw se dispose of
an
asset other than an asset described in subsection (1) only after the
council of the municipality exercising sole or joint ownership contro
over
the municipal entity, in a neeting open to the public, has-

(a) on reasonabl e grounds decided that the asset is not needed to
provi de a mni mum essential nmunicipal service; and

(b) considered the fair market value of the asset and the econonic
and
comunity value to be received in exchange for the asset.

(3) A decision by a municipal council that a specific asset is not
needed to provide a mnimum essential nunicipal service, may not be
reversed by the municipality after that asset has been sold,
transferred or
ot herwi se di spose of.

Part 2: Governing boards or bodies of nunicipal entities
Application of this Part

51. This Part applies to all mnunicipal entities which in terms of
t he
| egi sl ati on under which the entity has been established are required
to
have a governing board or body.

Skills for menmbers of governing boards or bodies

52. (1) The municipality or nunicipalities exercising ownership
control
of a municipal entity nust ensure that the governing board or body of
t he
entity has the appropriate range of skills and expertise to
effectively
manage and guide the activities of the entity.

(2) A person appointed or nom nated for appointment by a nunicipa
council as a menmber of a governing board or body nust have requisite
skills
and expertise in the services to be rendered as such a nenber.



(3) A councillor nay be appoi nted or nom nated for appointnent by
a
muni ci pal council as a nmenber of a governing board or body but only in
exceptional circunstances and provi ded the person appointed or
nom nat ed-

(a) complies with subsection (2); and
(b) is not an enployee of the municipal entity concerned.

(4) The nunber of councillors and the nunber of officials on a
governi ng board or body nmay not exceed a prescribed limt.

Sel ection process

53. (1) A person is appointed to the governing board or body of a
muni ci pal entity in accordance with the legislation in terns of which
t he
entity has been established, as nodified by the provisions of this
Act .

(2) Whenever it is necessary for a municipality to select a person
for
nom nati on or appoi ntnent as a memnber of a governing board or body,
t he
muni ci pal manager must -

(a) through advertisenents in the nedia circulating in the area of
t he
muni ci pality, invite applications for such nom nation or
appoi nt nent ;

(b) compile a list of the nanmes of applicants, setting out the
prescribed particulars of each individual applicant; and

(c) submt the list to the municipal council together with a
recommendation on the matter, taking into account the
provi si ons of
section 52.

(3) Any application made pursuant to an advertisenment in terms of
subsection (2) (a) nmust be supported by-

(a) the personal details of the applicant;

(b) particulars of the applicant's qualifications or experience;
and

(c) any other information that may be prescribed.

(4) The nunicipal council nust nake its selection fromthe |ist
submitted in terms of subsection (2) (c).

(5) If the municipal council is unable to select a suitable person
from
the list, the council may sel ect any person of its choice, taking into
account the provisions of section 52.
Fi duci ary duties of governing boards or bodies

54. (1) The governing board or body of a nunicipal entity nust-



(a) exercise the duty of utnobst care to ensure reasonabl e
protection of
the assets and records of the municipal entity;

(b) act with fidelity, honesty, integrity and in the best
i nterests of
the nmunicipal entity in managing the financial affairs of the
entity;

(c) on request, disclose to the nunicipality or nunicipalities
exerci sing ownership control over that municipal entity, al
mat erial facts, including those reasonably discoverable, which

" any way may influence the decisions or actions of the affected
muni ci pality or municipalities; and
(d) seek, within the sphere of influence of that governing board
o body, to prevent any prejudice to the financial interests of
the affected nmunicipality or municipalities.
(2) A member of the governing board or body of a nunicipal entity
may

not use the position or privileges of, or confidential information
obt ai ned

as, a nmenber of the board or body, for personal gain or to inproperly
benefit anot her person.

(3) A menber of the governing board or body of a nunicipal entity
must -

(a) disclose to that board or body any direct or indirect persona
or
private business interest that that nenber or any spouse,
partner or
close famly nmenber may have in any matter before the board or
body;
and

(b) withdraw from the proceedi ngs of the board or body when that
mat t er
i s considered, unless the board or body decides that the
menber' s
direct or indirect interest in the matter is trivial or
irrel evant.

Conpensation for serving on governing boards or bodies

55. (1) The nunicipal manager of a municipality exercising sole or
joint ownership control over a municipal entity must disclose by way
of a
notice in a newspaper circulating in the municipality, particulars of
t he
conpensati on package payable to persons as nenbers of the governing
boar d
or body of the entity.

(2) A councillor or official of a nunicipality may not receive
conpensation for serving on the governing board or body of a municipa
entity under the sole or joint ownership control of that nunicipality.

(3) Subsection (2) does not prevent the payment of allowances to



councillors or officials to reinburse themfor their reasonable
expenses
relating to their work as nmenbers of a governing board or body.

Meeti ngs of governing boards and bodi es

56. Meetings of the governing board or body of a nunicipal entity
ggsgpen to the public, including the nedia, and such board or body may
ggi!ude the public, including the nmedia, froma neeting, except when
Lga;znable to do so having regard to the nature of the business being
transact ed.

Part 3: Accounting authorities
Accounting authorities

57. (1) Every municipal entity nmust have an accounting authority,
whi ch
must be accountable for the purposes of this Act.

(2) I'f the municipal entity-

(a) has a chief executive officer, that person is the accounting
officer for that entity; or

(b) does not have a chief executive officer, the governing board
or
body of the entity is the accounting authority for that
entity.

(3) The National Treasury may-

(a) in exceptional circunstances, approve or instruct that another
official of the entity nust be the accounting authority for
t hat
entity; or

(b) at any tinme withdraw an approval or instruction in terms of
par agraph (a).

(4) A municipal entity nmust informthe Auditor-General pronptly
and in
writing of any approval or instruction in ternms of subsection (3) (a)
and
any withdrawal of an approval or instruction in terns of subsection
(3)
(b).

(5) To the extent that the accounting authority of a municipa
entity
is in terns of this Act accountable to the nunicipality exercising
sol e or
joint ownership control over the entity, the accounting authority nust
di scharge that responsibility through the municipal manager of the
muni ci pality.

General responsibilities of accounting authorities

58. (1) The accounting authority for a nmunicipal entity-



(a) must ensure that that entity has and maintains-

(i) effective, efficient and transparent systens of
financia
and risk managenent and internal control

(i) a system of internal audit under the control and
direction
of an audit comrittee conplying with and operating in
accordance with regul ations and instructions prescribed

ternms of section 104;

(iii) an appropriate procurenent and provisioning system
which is
fair, equitable, transparent, conpetitive and cost-
ef fective;
and

(iv) a systemthrough which capital projects are properly
eval uated on the basis of their financial, econom c and
social inmpact prior to a final decision on the project;

(b) must keep full and proper records of the financial affairs of
t he
entity;
(c) must take effective and appropriate steps to-
(i) collect all revenue due to the entity concerned; and
(ii) prevent irregular expenditure, losses resulting from
crimnal conduct, and expenditure not conplying with
t he
operational policies of the entity; and

(iii) manage avail able working capital efficiently and
econoni cal l y;

(e) is responsible for the managenent, including the safeguarding,

of
the assets and for the managenent of the revenue, expenditure
and
liabilities of the entity;
(f) must without delay report to the South African Police Service
all -

(i) irregul ar expenditures that may constitute a crimnna
of f ence; and

(i) ot her |l osses resulting fromcrimnal conduct;

(g) must conpile a budget annually and subnmit it to the entity's
governi ng board or body for approval

(h) must conply with any tax, |evy, duty, pension and audit
conmitments
as may be required by | egislation

(i) must take effective and appropriate disciplinary steps agai nst
any
enpl oyee of the entity who



(i) contravenes or fails to conply with a provision of this
Act ;

(ii) comrits an act which underm nes the financia
managemnment
and internal control systemof the entity; or

(iii) makes or permits an irregular expenditure;

(j) is responsible for the subm ssion by the entity of al
reports,
returns, notices and other information to the municipa
council, as
may be required by this Act;

(k) must pronptly informthe municipal manager who in turn nust

promptly informthe National Treasury and the rel evant
provi nci al

treasury on any new entity which that entity intends to
acquire or

establish or in the establishnment of which it takes the
initiative;

and

(1) must conply, and ensure conpliance by the entity, with the
provi sions of this Act and any other legislation applicable to
t he
entity.

(2) If an accounting authority is unable to conply with any of the
responsibilities in this Act, the accounting authority nmust pronptly
report
the inability, together with reasons, to the council of the
muni ci pality
exercising sole or joint ownership control over the entity.

Information to be submtted by accounting authorities

59. The accounting authority of a nunicipal entity nust subnmit to
t he
muni ci pal manager of the nunicipality exercising sole or joint
owner shi p
control over the entity, the National Treasury, the rel evant
provi nci al
treasury or the Auditor-General such information, returns, docunents,
expl anations and notivations as nmay be prescribed or as the
muni ci pality,
the rel evant treasury or the Auditor-General nmay require.

Part 4: Other officials of municipal entities

Del egati on of powers and duties by accounting authorities

60. (1) The accounting authority of a municipal entity may
del egate, in
writing, any of the powers or duties entrusted or delegated to the
accounting authority in ternms of this Act, to an official of that
entity.

(2) A delegation in terns of subsection (1)-

(a) is subject to any limtations and conditions the accounting



authority may inpose;

(b) may be either to a specific individual or to the holder of a
specific post in the municipal entity; and

(c) does not divest the accounting authority of the responsibility
concerning the exercise of the del egated power or the
performance of
the del egated duty.

(3) An accounting authority may confirm vary or revoke any
deci si on
taken by an official in consequence of a delegation in terns of
subsection
(1), provided that no such variation or revocation of a decision my
detract fromany rights that may have accrued as a result of the
deci si on.

Responsi bilities of other officials
61. (I) An official in a municipal entity-

(a) must ensure that the system of financial managenment and
i nterna
control established for that entity is carried out within the
area
of responsibility of that official

(b) is responsible for the effective, efficient, econom cal and
transparent use of financial and other resources within that
official's area of responsibility;

(c) must take effective and appropriate steps to prevent, within
t hat
official's area of responsibility, any irregular expenditure
and any
under collection of revenue due;

(d) must conply with the provisions of this Act to the extent
applicable to that official, including any del egations in
ternms of
section 60; and

(e) is responsible for the managenent, including the safeguarding,

of
the assets and the management of the liabilities within that
official's area of responsibility.
(2) When conplying with subsection (1), an official is bound by
t he

system of financial management and internal control established by the
accounting authority of the nunicipal entity.

Part 5: Business plans, budgets, |oans and guarantees
Busi ness pl ans
62. (1) Each municipal entity nust adopt an annual or multi-year
pl an

for the entity that-

(a) includes its financial plan;



(b) is consistent with the budget or budgets of the municipality
or
nmuni ci palities exercising owership control over the entity;

(c) sets key performance objectives and neasurenment criteria;

(d) reflects actual and potential liabilities and comm tnents,
i ncludi ng particulars of any proposed borrow ng of nobney
during the
period to which the plan relates; and

(e) complies with the other provisions of this Act.

(2) A municipal entity nust subnit its business plan to the
muni ci pality or municipalities exercising ownership control over it,
for
approval

Expendi ture of nunicipal entities

63. (1) Expenditure of a municipal entity must be in accordance
with
busi ness pl an approved by the council of the rmunicipality exercising
sol e
or joint ownership control over the entity.

(2) The accounting authority of a municipal entity nust submit the
busi ness plan of the entity to the relevant nunicipality or
muni ci palities
for approval at |east six months before the start of the financia
year to
whi ch that budget rel ates.

Borrowi ng of noney

64. A municipal entity may borrow noney but only in accordance
with a
busi ness pl an approved by the council of the municipality exercising
sol e
or joint ownership control over it.

CHAPTER 10
FI NANCI AL REPORTI NG AND AUDI Tl NG

Part 1: Annual financial statenments Minicipalities not having
sol e
ownership control over rmunicipal entities

Preparation of annual reports and financial statenents

65. (1) The munici pal manager of a municipality that does not have
sol e
ownership control over any nunicipal entity nmust for each financia
year
pr epare-

(a) a report on the activities of the nunicipality during that
financi al year; and

(b) financial statements for the nunicipality in accordance with
general ly recogni sed accounting practice.



(2) The annual report and audited financial statements referred to
in
subsection (1) nust-

(a) fairly present the state of affairs of the municipality, its
busi ness, its financial results, its performance agai nst
prescri bed
financi al managenent performance indicators and its financia
position as at the end of the financial year concerned

(b) reflect year end balances in all bank accounts established by
t he
muni cipality in terns of section 7;

(c) reflect particulars of any financial interest the municipality

may
have in any ot her undertakings, including in a municipa
entity
under the joint ownership control of the municipality; and
(d) include particulars of-
(i) any material |osses through crimnal conduct and any
unaut hori sed or irregular expenditures that occurred
during
the financial year;
(ii) any crimnal or disciplinary steps taken as a result of
such | osses or unauthorised or irregular expenditures;
(iii) any material |osses recovered or witten off;
(iv) councillor benefits, whether financial or in kind;
(v) any arrears owed by councillors to the nmunicipality;
and

(vi) any other nmatters that may be prescribed.
Audi ting of financial statenents

66. (1) The nunicipal manager nust, within two nmonths after the
end of
the financial year, submt the financial statements prepared in ternms
of
section 65 (1) (b) to the Auditor-General for auditing.

(2) The Auditor-General nmust-
(a) audit those financial statements; and
(b) submit an audit report on those statements to the municipa
manager
within three nonths of receipt of the statenents.

Tabling of annual report, financial statenents and audit report

67. (1) The munici pal manager, within one nonth of receiving the
Audi tor-General's audit report, must-

(a) table in the municipal council the annual report, a copy of
t he
financial statements and the audit report; and



(b) submit to the National Treasury and the relevant provincia

treasury-
(i) copi es of the annual report, the financial statenments
and
the audit report; and
(ii) particul ars of any corrective action taken in response
to

the findings of the audit report.

(2) Representatives of the Auditor-General, the National Treasury,
t he
rel evant provincial treasury and the provincial department responsible
for
| ocal government matters in the province are entitled to attend, and
to
speak at, any neeting of the nmunicipal council at which the financia
statements and the audit report are tabled or discussed or at which
deci sions concerning the financial statements and the audit report are
to
be taken.

(3) The munici pal manager nmnust -

(a) give witten notice of such neetings to the Auditor-General
t he
Nati onal Treasury, the relevant provincial treasury and the
rel evant
provi nci al departnent;

(b) attend such nmeetings for the purpose of responding to
guesti ons
concerning the financial statenents and audit report; and

(c) submt copies of the mnutes of these neetings to the
Audi tor-General, the relevant provincial treasury and the
rel evant
provi nci al departnent.

(4) The financial statenents and audit report nust be made public
when
tabled in the nunicipal council

Muni ci pal entities
Preparati on of annual reports and financial statenents

68. (1) The accounting authority of a municipal entity nmust for
each
financi al year prepare-

(a) a report on the activities of the entity during that financia
year; and

(b) financial statenents for the entity in accordance with
general ly
recogni zed accounting practice, unless the Accounting
St andar ds
Board approves anot her accounting standard for that entity.

(2) The annual report and financial statenents referred to in
subsection (1) rmust-



(a) fairly present the state of affairs of the nmunicipal entity,

business, its financial results, its performance agai nst

predet erni ned objectives and its financial position as at the
end of

the financial year concerned;

(b) reflect particulars of any financial interest the entity may
have
i n any other undertakings;

(c) include particulars of-

(i) any losses through crimnal conduct and any irregular
expenditure that occurred during the financial year

(ii) any crimnal or disciplinary steps taken for such
| osses or
i rregul ar expenditure;

(iii) any |l osses recovered or witten off;

(iv) any financial assistance received from any organ of
state
in any sphere of governnment and comm tnents nade by any
or gan
of state on its behalf;
(v) any contingent liabilities for the nunicipality or
muni ci palities exercising owership control over the
entity;
and
(vi) any other matters that may be prescribed;

(d) if the nmunicipal entity is a conpany, include the financia
statenents of any subsidiaries.

Audi ting of financial statenents

69. (1) The accounting authority of a nunicipal entity nust,
wi thin one
nonth after the end of the financial year, submt the financia
statements
prepared in terns of section 68 (1) (b) to-

(a) the auditors of the entity for auditing; and

(b) the municipality or municipalities exercising ownership
control

over that entity.

(2) The auditors nust-

(a) audit those financial statenments; and

(b) within three nonths of receipt of the financial statenents,
subm t

an audit 1 report on those statements to the nunicipal entity.

Submi ssi on of annual report, financial statenments and audit
reports



70. The accounting authority of a nunicipal entity nust, within
one
month after receiving the report of the auditors on those financia
statenments, submit to the nmunicipality or municipalities exercising
ownership control over that entity, and, if the 1 Auditor-General did
not
performthe, also to the Auditor-General -

(a) the annual report of the entity;
(b) the financial statenents for that financial year; and
(c) the report of the auditors on those statenents.

Muni ci paliti es having sol e ownership control over municipa
entities

Preparati on of annual reports and financial statenents

71. (1) The munici pal nmanager of a nunicipality that does have
sol e
ownershi p control over one or nore nunicipal entities nust for each
fi nanci al year prepare-

(a) a report on the activities of the nunicipality during that
financi al year; and

(b) in accordance with generally recogni sed accounting practice
consolidated financial statenents in respect of-

(i) the nmunicipality; and

(i) all nunicipal entities under the sole ownership contro
of
the municipality.

(2) The annual report and consolidated financial statenents
referred to
in subsection: (1) nust-

(a) fairly present the state of affairs of the nmunicipality and
t he
muni ci pal entities under the sole ownership control of the
nmuni ci pality, their business, their financial results, their
per f or mance agai nst prescribed financial managenent
per formance
indicators and their financial position as at the end of the
fi nanci al year concerned,;

(b) reflect year end bal ances in all bank accounts established by
t he
municipality in terns of section 7;

(c) reflect in those statenents any financial interest the
muni ci pality
or any such municipal entity may have in any other
undert aki ngs,
including in a nunicipal entity under the joint ownership
control of
the municipality; and

(d) include particulars of-



(i) any material |osses through crimnal conduct, any
unaut hori sed or irregular expenditure by the
muni ci pality and
any irregular expenditure by any such nunicipa

entities
under the sole ownership control of the nunicipality,
whi ch
occurred during the financial year
(ii) any crimnal or disciplinary steps taken as a result of

such | osses, unauthorised expenditure or irregular
expendi ture;

(iii) any material |osses recovered or witten off;
(iv) councill or benefits, whether financial or in kind;
(v) any arrears owed by councillors to the nunicipality;
and
(vi) any other nmatters that may be prescri bed.
Audi ting of financial statenents
72. (1) The nunicipal manager of a nmunicipality must, within two
nont hs
after the end of the financial year, submt the consolidated financia

prepared in terns of section 71 (1) (b) to the Auditor-General for
audi ting.

(2) The Auditor-GCGeneral rmust-
(a) audit the consolidated financial statenents; and

(b) submt an audit report on those statenents to the nmunicipality
within three nonths of receipt of the statenents.

Tabling of annual report, financial statenents and audit report
73. (1) The munici pal manager, within one nonth of receiving the
audi t
report fromthe Auditor-General, nust-
(a) table in the nunicipal council-
(i) t he annual report;
(ii) a copy of the consolidated financial statements; and
(iii) the audit report; and

(b) submit to the National Treasury and the relevant provincia
treasury-

(i) copi es of the annual report, the consolidated financia
statenents and the audit report; and

(ii) particul ars of any corrective action taken in response
to
the findings of the audit report.

(2) Representatives of the Auditor-General, the National Treasury,
t he



rel evant provincial treasury and the provincial department responsible
for
| ocal governnment nmatters in the province are entitled to attend and to

speak at a neeting of the nunicipal council, which shall be open to
t he

public, at which the consolidated financial statements and the audit
report

are tabled or discussed or at which decisions concerning the
consol i dat ed
financial statenments and the audit report are to be taken.

(3) The munici pal manager must-

(a) give witten notice of such neetings to the Auditor-GCeneral
t he
Nati onal Treasury, the relevant provincial treasury and the
rel evant
provi nci al departnent;

(b) attend such neetings for the purpose of responding to
guestions
concerning the financial statenents and audit report; and

(c) submt copies of the mnutes of these neetings to the
Audi tor - General, the relevant provincial treasury and the
rel evant
provi nci al departnent.

(4) The consolidated financial statenents and audit report nust be
made
public when tabled in the municipal council

Gener a

Submi ssion of financial statenents and audit report to provincia
| egi sl atures

74. (1) The Auditor General nust, w thout delay, submt copies of
a
muni ci pality's financial statenents or consolidated financia
statenents,
and the audit report on those statenents to the relevant provincia
| egi sl ature.

(2) A provincial legislature may deal with the docunents referred
to it
in terms of subsection (1) in accordance with its constitutiona
power s.

Consequences of non-conpliance with certain provisions

75. If the nmunicipal manager fails to submt financial statenments
to
the Auditor-General in ternms of section 66 (1) or 72 (1), or fails to
tabl e
financial statements and the Auditor-General's audit report on those
statenents in the nunicipal council in ternms of section 67 (1) or 73

(1)-

(a) the municipal manager nmust pronptly table in the council a
written
expl anation setting out the reasons for the failure;



(b) the Auditor-General, in the case of any failure to submt
financia
statenents for auditing-

(i) may issue a special report on the delay to the rel evant
provincial |egislature; and

(ii) must comrent on whether there are grounds for financia
m sconduct or crimnal sanctions; and

(c) the Mnister, after consulting the Cabi net nenber responsible
for
| ocal governnment, may withhold the transfer of funds fromthe
Nati onal Revenue Fund to the nunicipality.

Assessnment of Auditor-CGeneral's queries
76. The MEC for |ocal governnent rmust-

(a) assess all financial statenents and determ ne whether the
muni ci pality has addressed any queries the Auditor-General may
have
rai sed; and

(b) report to the provincial |egislature any om ssion by a
muni ci pality
to adequately address such queri es.

Annual report to Parlianent

77. The M nister responsible for |ocal governnent must annually
report
to Parliament on actions taken by MECs for |ocal government to address
audit queries on financial statements by the Auditor-Ceneral

Part 2: Auditing of nmunicipalities
Audit requirenents

78. (1) The annual financial statements of all nunicipalities nust
annual ly be audited by the Auditor-CGeneral as required by section 188
of
the Constitution.

(2) An audit referred to in subsection (1) is performed in terns
of the
Audi t or - General Act, 1995 (Act 12 of 1995).

(3) The Auditor-Ceneral must render an opinion on conpliance with
this
Act .

W t hhol di ng of funds

79. If a nmunicipality fails within a period deternm ned by the
Nat i onal
Treasury to take adequate steps to rectify any adverse findings of the
Audi tor-General in a report referred to in sections 66 (2) and 72 (2),
t he
M nister may withhold the transfer of funds fromthe National Revenue
Fund
to the municipality.



Part 3: Auditing of municipal entities
Appoi nt mrent of auditors

80. (1) The annual financial statements of a municipal entity nust
be
audi ted annual ly by-

(a) the Auditor-Ceneral; or

(b) a person registered in terns of section 15 of the Public
Accountants' and Auditors' Act, 1991 (Act No. 80 of 1991), as
an
accountant and auditor, and engaged in public practice as
such.

(2) If the Auditor-General does not performthe audit, a nmunicipa
entity-

(a) may appoint any person referred to in subsection (1) (b) as
its
audi tor; and

(b) must give notice of such appointnent to the Auditor-Genera

and the
nmuni ci pality or mnunicipalities exercising ownership contro

over it.

(3) The Auditor-Ceneral may-

(a) either on own initiative or at the request of the municipality
or
muni ci palities exercising ownership control over the rel evant
muni ci pal entity, reject an auditor appointed in terns of
subsecti on
(2); and

(b) appoint a different auditor
Di scharge of auditors

81. (1) A municipal entity may di scharge an auditor appointed by
it in
terms of section 80 (2) (a) before the expiry of that auditor's term
of
appoi ntnent but only with the approval of-

(a) the municipality or municipalities exercising ownership
contro
over that rmunicipal entity; and

(b) the Auditor-Ceneral

(2) An auditor appointed in terns of section 80 (3) (b) may be
di scharged only in terns of the Auditor-General Act, 1995 (Act No. 12
of
1995).

(3) If a municipal entity intends discharging an auditor in terns
of
subsection (1), it nust-



(a) give the auditor notice, in witing, setting out the reasons
for
t he di scharge; and

(b) give the auditor an opportunity to make representations, in
witing, to the nunicipality or nmunicipalities exercising
owner shi p
control over that nunicipal entity and the Auditor-Genera
within 20
days of receipt of the notice.

(4) The Auditor-GCGeneral must report any discharge of an auditor in
terms of subsection (1) to the provincial |egislature concerned.

Duties and powers of auditors

82. (1) An auditor appointed in terms of section 80 (2) (a) or (3)
(b)
must performthe functions of office as auditor in ternms of
| egi sl ation
applicable to that person as auditor

(2) I'n exercising the powers and perform ng the duties as auditor
of a
muni ci pal entity, the auditor-

(a) has access at all reasonable tinmes to all records, including
books,
vouchers, docunents, plans and other property of the municipa
entity;

(b) may require fromthe accounting authority for that nunicipa
entity
such information and expl anations as are necessary for the
pur pose
of the audit; and

(c) may investigate whether there are adequate nmeasures and
procedur es
for the proper application of sound econonic, efficient and
ef fecti ve managenent .

(3) An auditor appointed in terms of section 80 (2) (a) or (3) (b)
may
consult the Auditor-General or any person in the Ofice of the
Audi t or - General concerning any matter relating to the auditing of the
muni ci pal entity concerned.

(4) An auditor appointed in ternms of section 80 (2) (a) or (3)
(b)-

(a) must be given notice of every neeting of the nunicipa
entity's
audit commttee; and

(b) may attend, and participate in, any neeting of the audit
conmittee
at the expense of the nunicipal entity.

Reports of auditor

83. (1) The report of an auditor appointed in terns of section 80

(2)



(a) or (3) (b) nust state separately in respect of each of the
fol |l owi ng
matters whether in the auditor's opinion-

(a) the annual financial statements of the nunicipal entity fairly
present the financial position, financial results and cash
fl ow of
the entity in accordance with section 68 (1) (b) applied on a
basi s
consistent with that of the preceding year

(b) the performance information furnished in terns of subsection
68 (2)
(a) is fair in all material respects and, if applicable, on a
basi s
consistent with that of the preceding year; and

(c) the transactions that had cone to the auditor's attention
during
auditing were in all material respects in accordance with the
mandat ory functions of the municipal public entity determn ned
by | aw
or otherw se.

(2) The auditor-

(a) must report to the council or councils of the nmunicipality or
muni ci palities exercising owership control over the nunicipa
entity concerned, the results of any investigation carried out

under
section 82 (2) (c); and

(b) when reporting in terms of paragraph (a), must draw attention
to
any other matters within the auditor's investigation which, in
t he
audi tor's opinion, should be disclosed.

(3) The auditor nmust submit copies of the report to-

(a) the municipal entity concerned;

(b) the municipality or municipalities exercising ownership
contro

over that municipal entity;

(c) the National Treasury;

(d) the relevant provincial treasury; and

(e) the relevant provincial |egislature.

I nvestigations and special audits by Auditor-Genera

84. (1) The Auditor-General nay carry out an appropriate
i nvestigation
or special audit of any nunicipal entity if the Auditor-Cenera
consi ders
it to be in the public interest or upon the receipt of a credible

conpl ai nt .

(2) The Auditor-General may appoint a person to carry out an



i nvestigation or special audit in ternms of section (1) on behal f of
t he
Audi t or - Cener al

(3) If the Auditor-General issues a special report on an
i nvestigation
or special audit in ternms of subsection (1) or (2)-

(a) the report nust pronptly be tabled in the council or councils
of
the municipality or nunicipalities exercising ownership
control over
the munici pal entity concerned; and

(b) the Auditor-CGeneral nmust submit a copy of the report to- (i)
t he

(iii)

Nati onal Treasury; (ii) the relevant provincial treasury; and
the rel evant provincial |egislature.

(4) The Auditor-General may claimthe reasonabl e cost of
performng the
duties and exercising the powers in terns of this section fromthe
muni ci pal entity concerned, or, in the case of non-paynment by the
muni ci pa
entity, fromthe municipality or municipalities exercising ownership
control over the municipal entity.

Accountability of municipal entities
85. The Auditor-General may annually report to Parlianent and the
provinci al |egislatures on specific and general findings regarding the
accountability of municipal entities.
CHAPTER 11
FI NANCI AL EMERGENCI ES

Not e: Section 86 to 103 have been renpved and i ncluded in annexure

A
Its form and content may change dependi ng on the adoption and fina
wor di ng

of a proposed constitutional amendment currently before Parlianment. It
is

i ntended that these sections will be inserted upon the approval of the
constitutional amendnents.

CHAPTER 12
GENERAL TREASURY MATTERS

Treasury regul ations, instructions and guidelines
104. (1) The National Treasury nmmy neke regul ati ons or issue
i nstructions or guidelines applicable to rmunicipalities and mnunici pa
entities, concerning-
(a) any matter that may be prescribed for nunicipalities or
muni ci pa
entities in terns of this Act;

(b) financial managenent and internal control



(c) a framework for the exercise of municipal fiscal and tariff
fixing
power s;

(d) a framework for a procurenment and provisioning systemwhich is
fair, equitable, transparent, conpetitive and cost-effective;

(e) a framework for public private partnership agreenents;

(f) the establishnment by nunicipalities of, and control over
nmuni ci pa
entities and business units created by a nunicipality;

(g) the transfer of assets froma nunicipality to a nunicipa
entity
under its ownership control or fromsuch entity to a
muni ci pality;

(h) the alienation, letting or disposal of assets by
muni ci palities;

(i) audit committees, their appointnment and their functioning;
(j) internal audit conponents and their functioning;
(k) costing framework for municipal activities;

(1) the information to be disclosed when a nunicipality or
nmuni ci pa
entity incurs debt;

(m the compul sory disclosure of material facts by, and duties of
reasonabl e enquiry of, councillors, officials of
muni ci palities or
muni ci pal entities, lenders, brokers, underwiters and other
per sons
when a municipality or nmunicipal entity incurs debt;

(n) the prospectus or prescribed docunents required for the
i ssui ng or
tradi ng of nunicipal debt instrunents;

(o) the circunstances under which further or specific disclosures
are
required after noney has been borrowed by a nunicipality or
public
entity;

(p) specific facts to be disclosed upon the occurrence of events
mat eri al to decisions of prospective |lenders and investors;

(gq) the circunstances under which docunentation or information
pertaining to nmunicipal debt need to be | odged or registered,;

(r) the establishnent of a registry for the registration of
prescri bed
docunent ati on and i nformati on pertaining to munici pal
borrowi ng;

(s) the administration of this Act; and

(t) any other matter that may facilitate the application of this
Act .



(2) The National Treasury may by regul ation determne that a
contravention of, or failure to conmply with, a specific regulation in
terns
of subsection (1) is an offence and that a person found guilty of such
an
offence is liable to an appropriate fine or to inprisonment not
exceedi ng
one year.

(3) Aregulation, instruction or guideline in terns of this
section may-

(a) differentiate between different-

(i) ki nds of nunicipalities, which may, for the purposes of
this section be defined either in relation to
categories or
types of municipalities or in any other way;

(ii) categories of municipal entities; (iii) category of
muni ci pal managers; (iv) category of accounting
aut horities;
or (v) category of officials; or

(b) belimted inits application to a particular-

(i) kind of municipality, which my, for the purposes of
this
section be defined either in relation to a category or
type
of municipality or in any other way;

(i) category of nunicipal entities;
(iii) category of munici pal managers;

(iv) category of accounting authorities; or (v) category of
of ficials.

Audit conmm ttees
105. (1) An audit commttee nust-

(a) consist of at |east three persons of whom at |east the
maj ority may
not be in the enploy of the nmunicipality or nunicipal public
entity,
as the case may be; and

(b) meet at |least twice a year

(2) A single audit conmittee may be appointed for a district
muni ci pality and the local municipalities within that district
muni ci pality.

Publ i shing of draft treasury regulations for public coment

106. Draft regulations in terms of section 104 nust be published
for
public comrent in the national Government Gazette before their
enact ment .



Departures fromtreasury regul ations, instructions or conditions

107. The National Treasury may on good grounds approve a departure
from
a treasury regulation or instruction or any condition inposed in terns
of
this Act.

CHAPTER 13
FI NANCI AL M SCONDUCT
Part 1: Disciplinary proceedi ngs
Fi nanci al m sconduct by municipal officials

108. (1) The nunicipal manager of a nunicipality comrts an act of
financial msconduct if that nunicipal nanager wilfully or
negligently-

(a) fails to conply with a requirenent of section 22, 35, 36, 39,
65 or
71; or

(b) makes or permits an unauthorised or irregular expenditure.

(2) An official of a nunicipality to whom a power or duty is
assi gned
interms of section 40 comits an act of financial misconduct if that
official wilfully or negligently fails to exercise that power or
perform
that duty.

Fi nanci al m sconduct by accounting authorities and officials of
muni ci pal entities

109. (1) The accounting authority of a municipal entity commts an
act
of financial msconduct if that accounting authority wilfully or
negligently-

(a) fails to conply with a requirenent of section 58, 59 or 68; or
(b) makes or permits an irregular expenditure.

(2) If the accounting authority is a board or other body
consi sting of
menbers, every nenber is individually and severally liable for any
financial m sconduct of the accounting authority.

(3) An official of a municipal entity to whom a power or duty is
assigned in terms of: section 60 commts an act of financia
m sconduct i f
that official wilfully or negligently fails to exercise that power or
perform that duty.

(4) Financial msconduct is a ground for disnissal or suspension
of , or
ot her sanction agai nst, a menber or person referred to in subsection
(2) or
(3) despite any other |egislation

Applicable |l egal reginme for disciplinary proceedings



110. A charge of financial msconduct agai nst a nunicipal nmanager
or an
official referred to in section 108 (2) or 109 (2) or an accounting
authority or a nenber of an accounting authority or an officia
referred to
in section 109 (3), nust be investigated, heard and di sposed of in
terms of
the statutory or other conditions of appointment or, enploynent
applicable
to that nunicipal nanager or authority, or nenber or official, and any
regul ati ons nmade by the Mnister in ternms of section 111

Regul ati ons on financial m sconduct procedures
111. (1) The Mnister may make regul ations prescribing-

(a) the manner, formand circunstances in which allegations and
di sciplinary and crimnal charges of financial m sconduct nust

be
reported to the National Treasury, the relevant provincia
treasury
and the Auditor-General, including-
(i) particulars of the alleged financial msconduct; and
(ii) the steps taken in connection with such financia

m sconduct ;

(b) matters relating to the investigation of allegations of
financia
m sconduct ;

(c) the circunstances in which the National Treasury or the
rel evant
provincial treasury may direct that disciplinary steps be
t aken or
crimnal charges be |aid against a person for financia
m sconduct ;

(d) the criteria for the conmposition of a disciplinary board which
hears a charge of financial m sconduct;

(e) the circunstances in which the findings of a disciplinary
board and
any sanctions inposed by the board nmust be reported to the
Nat i onal
Treasury, the relevant provincial treasury and the Auditor-
Gener al
and

(f) any other matters to the extent necessary to facilitate the
obj ect
of this Chapter.

(2) Aregulation in terns of subsection (1) may-
(a) differentiate between different-
(i) ki nds of rmunicipalities, which may, for the purposes of
this section be defined either in relation to

categories or
types of municipalities or in any other way;



(ii) categories of municipal entities;
(iii) categories of municipal nmanagers;
(iv) cat egories of accounting authorities; or
(v) categories of officials; or
(b) belimted inits application to a particular-

(i) kind of municipality, which my, for the purposes of
this
section be defined either in relation to a category or
type
of municipality or in any other way;

(ii) category of municipal entities;
(iii) category of munici pal nmanagers;
(iv) category of accounting authorities; or
(v) category of officials.
Part 2: Crimnal proceedings
O fences and penalties

112. (1) A nunicipal manager of a nunicipality is guilty of an
of f ence
and liable on conviction to a fine, or to inprisonment for a period
not
exceeding five years, if that nunicipal manager wilfully or in a
grossly
negligent way fails to conply with a provision of section 22, 35, 36
or 39.

(2) An accounting authority is guilty of an offence and |liable on
conviction to a fine, or to inprisonment for a period not exceeding
five
years, if that accounting authority wilfully or in a grossly negligent
way
fails to conply with a provision of section 58 or 59.

(3) An official of a nmunicipality or nunicipal entity to whom a
power
or duty was delegated in terns of section 40 or 60, is guilty of an
of f ence
if that official wilfully or in a grossly negligent way fails to
conply
with a condition of the del egation.

(4) A councillor of a municipality is guilty of an offence and
liable
on conviction to a fine, or to inprisonment for a period not exceeding
five
years, if that councillor-

(a) influences the nmunicipal manager or any other official of the
muni ci pality to contravene a provision of this Act or to
refrain
fromconplying with a requirenent of this Act; or



(b) without a mandate fromthe council interferes in the financia
managenment of the municipality.

(5) A person is guilty of an offence and liable on conviction to a
fine, or to inprisonment for a period not exceeding five years, if
t hat
per son-

(a) wilfully gives incorrect, untrue or nmisleading information
materi a

to an investnent decision relating to runicipal borrow ng;

(b) contravenes a provision of section 24 (4);

(c) fails to conply with section 28;

(d) makes a withdrawal in contravention of section 11

CHAPTER 14
M SCELLANEOQUS

Limtation of liability

113. No person is liable in respect of anything done in good faith
under this Act.

Exenpti ons

114. (1) The Mnister, by notice in the national Governnent
Gazette
may exenpt any nunicipality or municipal entity fromany specific
provi sion
of this Act for a period and on conditions determned in the notice.

(2) An exenption in terns of subsection (1) may-

(a) apply to-
(i) muni ci palities generally; or
(i) muni ci pal entities generally; or

(b) belimted inits application to a particular-

(i) muni ci pality;
(ii) kind of municipality, which may, for the purposes of
this
section be defined either in relation to a category or
type

of municipality or in any other way;
(iii) muni ci pal entity; or
(iv) category of municipal entities.
Transi tional provisions
115. (1) Anything done in terms of a provision repealed by section

116
(1), which can be done in terns of a provision of this Act, nust be



regarded as having been done in terns of this Act.

(2) Al municipalities must within three nonths of the date on
whi ch
this section takes effect, subnmit to the National Treasury a list of
al
muni ci pal and other corporate entities in which the nunicipality has
an
i nterest, specifying-

(a) the nanme and address of the entity;
(b) the purpose, extent and other particulars of the interest;

(c) whether the entity is under the sole or joint ownership
control of
the municipality; and,

(d) other information as may be required by the National Treasury.

(3) If a nmunicipality or a municipal entity or a subsidiary of a
muni ci pal entity holds an interest in any conpany or other entity in
contravention of section 14, it nust dispose of such interest within
t wo
years as fromthe date on which this Act took effect.

(4) Section 24 (4)-
(a) only applies froma date deternmined by the Mnister by notice
the Gazette; and

(b) only applies to the extent prescribed during the period of two
years comrenci ng fromthe date determned in ternms of
par agr aph (a).

Amendrent of | egislation

116. (1) The Municipal Accountant Act (Act.... of 19..), section
10G of
the Local Governnent Transition Act, 1993 (Act 209 of 1993), and
section 17
(d) of the Pronotion of Local governnent Act are hereby repeal ed.

(2) Section 18 of the Municipal Structures Act is hereby anended
by the
addition of the foll owi ng subsection:

"(5) A nunicipal council may, with the approval of the MEC for
| oca
government acting within a franework prescribed in terns of the
Loca
government: Muni ci pal Finance Managenent Act, 2002, deternine the
remuneration, allowances and other benefits of councillors.”

(3) Schedule 1 of the Minicipal Systens Act is hereby anmended by-

(a) the insertion in item 11 after paragraph (a) of the follow ng
par agr aphs:

"(aA) interfere in the financial management responsibilities
and



functions assigned in terns of the Local governnent:
Muni ci pa

Fi nance Managenent Act, 2002, to the rmunicipal manager or
chi ef

financial officer of the nmunicipality;

(aB) interfere in the actions of the nunicipal manager
relating to
t he appoi ntnent, pronotion, discipline, transfer or
di smi ssal of
staff;";

(b) the insertion after item6 of the following item
"Rates, tariffs and rent payable by councillors

6A. (1) A councillor nmust pronptly and diligently pay all rates,
tariffs, rent and other noney due to the nunicipality.

(2) The munici pal manager nust notify the speaker of the counci
and
the MEC for |ocal government in witing if a councillor is in arrear
with
any of these paynments for a period of |onger than 30 days."; and

(c) the insertion after item 12 of the following item
"Duty of nunicipal manager to report alleged breaches of the Code

12A. (1) If a municipal manager, on reasonable suspicion, is of
t he
opi nion that a provision of this Code has been breached, the municipa
manager must report the alleged breach to the speaker of the counci
and
the MEC for |ocal governnent.

(2) Any action taken against a municipal manager because of that
muni ci pal manager's conpliance with subitem (1), is an unfair |abour
practice for the purposes of the Labour Relations Act, 1995 (Act No.
66 of
1995).".

Short title and comencenent

117. (1) This Act is called the Local governnent: Muinicipa
Fi nance
Managenment Act, 2001, and takes effect on 1 July 2002 except those
provi sions determ ned by the Mnister by notice in the nationa
Gover nment
Gazette, which will take effect on a date determined in the notice.

(2) Different dates may in ternms of subsection (1) be determ ned
for
di fferent provisions of the Act.

(3) The Mnister nmay by notice in the national Governnent Gazette
phase
in the application of the provisions of this Act, and determ ne
di fferent
dates on which different provisions of this Act will beconme applicable
to
muni ci palities of different categories, types or Kkinds.



MEMORANDUM ON THE OBJECTS OF THE LOCAL GOVERNMENT: MJUNI CI PAL
FI NANCE
MANAGEMENT BI LL

I nt roducti on

Local government financial managenment is currently contained in
section
10G of the Local Governnent Transition Act, Act 209 of 1993 (LGTA).
Thi s
section which regul ated munici pal finances during the transitiona
phase
will be replaced by this Bill. As such the Bill is a critical elenent
in
the final transformation of |ocal government that is currently
under way
within the policy framework established by the White Paper on Loca
government and the various pieces of |egislation that emanated from
t he
Wi te Paper.

Section 216 of the Constitution envisages uniformtreasury normnms
and
standards for all spheres of governnent. Norms and standards for
financi a
managenment in the national and provincial spheres of governnment were
provi ded by way of the Public Finance Managenent Act, 1999 (Act 1 of
1999),
whi ch was inmplenented on 1 April 2000. The Municipal Finance
Managenent
Bill will provide uniformtreasury norns and standards for the |oca
sphere
of governnent.

Cont ent
The purpose of the Minicipal Finance Managenent Bill is fivefold:
* To regul ate nunicipal financial managenment;
* To set requirenments for the efficient and effective managenent
of the
revenue, expenditure, assets and liabilities of nunicipalities and

muni ci pal entities;

* To define responsibilities with regard to municipal financia
managenent ;

* To determ ne a financial managenent governance franmework for
muni ci pal entities; and

* To put in place a mnunicipal borrow ng framework.
The Bill covers the follow ng areas:

Chapter 1 provides definitions of key terns and concepts used in
t he
Bill, outlines the scope of the |egislation, and determ nes the
condi tions
under which anmendnents to the |egislation nmay be made.

Chapter 2 deals with the intergovernmental aspects of |oca
gover nment



financi al managenent. It defines the nmjor relationships between the
di fferent spheres of governnment as they pertain to nunicipal financia
managenent. The provisions in this chapter enable national and

provi nci al

government to nonitor and regul ate | ocal governnent finances, to
prescribe

rel evant norms and standards for municipalities and to del egate
power s.

Chapter 3 sets out conditions for municipal revenue and
i nvestments. It
requi res each nmunicipality to establish bank accounts into which al
noni es
received by municipalities must be paid. The munici pal manager is nmade
accountabl e for these accounts and nmust ensure conpliance with the
rel evant
requirenments in the legislation. Various procedures are outlined for
t he
control, withdrawal and investnent of funds. The National Treasury is
granted powers to prescribe a framework for nmunicipal cash managenent
and
t he managenent of investnents by nmunicipalities.

Chapter 4 defines a process of annual budgeting for rmunicipalities
(within a framework of multi-year budgeting), including provisions for
regul ar reporting to their councils and the national and provincia
governments. The guiding principle is that nunicipalities will assune
responsi bility for detail ed budgeting, within a nationally determ ned
macr o- econom ¢ framework. Provision is made for budget adjustnents and
for
the shifting of funds between budget votes in the course of a
muni ci pality's financial year, subject to certain reporting
requi renents.

Limtati ons-based on the previous year's budget-are placed on

muni ci palities' expenditures in the event of them not having approved
their

budgets. The provisions regardi ng budgets and budgeting aimto
establish a

clear link between the assignnment of functions to nmunicipalities and
t he

al l ocation of resources to such bodies. Councils are nade ultimtely
responsi bl e for approving budgets, within the franework set for

i ntergovernmental relations around financial managenent in the |oca
sphere

of governnent.

Chapter 5 deals with the borrowi ng of noney by nmunicipalities. It
limts short-termborrowing to bridging operating cash shortfalls or
to
bridge capital requirenments, on the basis of anticipated income
streans,
grants or long termdebt in waiting. It requires that short-term debt
be
paid off annually. Long-termborrowing is limted to funding of
capita
investment. It also sets requirenents for the authorisation of
muni ci pa
debt, without national or provincial approval and spells out the
condi tions
for providing security. The Chapter rules out guarantees of municipa
debt
by national and provincial governnents, other than what is provided
for in



the Public Finance Managenent Act. Disclosure requirenents for the
borrowi ng of nobney by a municipality are also set out.

Chapter 6 deals with the councillors responsible for financia
matters.
It states that the councillor responsible for financial matters must
be the
mayor, executive mayor or a councillor designated by the executive
mayor or
council, depending on the structure of the municipality. It prohibits
t he
councillor for financial matters frominterfering in the financia
managenment responsibilities assigned to the nunicipal manager of chief
financial officer. The chapter defines the responsibilities of the
councillor responsible for financial matters to include overseeing
expenditures and revenue coll ection, preventing overspending of a
budget or
vote, and reporting regularly on the financial affairs of the
muni ci pality
to the council. It provides for del egations.

Chapter 7 defines the responsibilities of officials involved in
muni ci palities' financial management. The nunici pal nmanager is
desi gnat ed
as a municipality's nunicipal manager, with some general and specific
responsibilities related to devel opi ng and nmai ntai ning effective,
efficient
and transparent systens of financial and risk management and interna
control, budget and expenditure control, the control of assets and
liabilities, and reporting. Witten enploynent contracts and
per formance
standards are required for the nunicipal manager. Part 2 of the
Chapt er
sets out conditions for the del egation of powers and duties by
muni ci pa
managers to other officials and outlines the inplications this has for
such
ot her officials.

Chapter 8 requires that nunicipalities establish Treasury and
Budget
O fices, under control of a chief financial officer, who, in turn, are
enabl ed to del egate sone specific responsibilities to officials who
report
to the chief financial officer

Chapter 9 allows municipalities to retain or establish a variety
of
muni ci pal entities in ternms of other relevant |egislation, but also
makes
it possible for statutory and regulatory limtations and requirenments
to be
i mposed on such entities. These conditions concern accounting,
audi ting,
asset transfers, debt nmanagenent, governance, reporting and
di scl osure,
deci si on- maki ng, mandates and operati onal scope, planning and
budgeti ng and
i nvestments. Every nunicipal entity is required to have an accounting
authority who will be accountable for the execution of such
condi tions.



Chapter 10 outlines requirenents and procedures for the
preparation,
audi ting and processing of annual financial statenents of both
muni ci palities and nunicipal entities. The municipal manager nust, in
accordance with generally recogni sed accounting practice, ensure that
annual financial statenents are issued and subnitted to the Auditor-
Gener a
and the national and relevant provincial Treasury. Copies of the
rel evant
statements, the audit report and particulars of corrective action nust
be
subnmitted to the provincial |egislatures which will deal with these
statenents in accordance with their constitutional powers. Stringent
conditions are set to ensure conpliance by all relevant parties with
t hese
requi renents.

Not e: Sections 86 to 103 in Chapter 11 has been renpoved fromthe
mai n
text and can be located in Annexure A. The explanation bel ow serves as
i nformati on on the content. Changes may be affected to this chapter
and is
subj ect to the passage of the constitutional anmendnents.

Chapter 11 defines the approach and procedures to be followed in
t he
event of financial energencies within the |ocal sphere. It provides
for a
Muni ci pal Fi nanci al Energency Authority (MFEA) to oversee the
adm nistration of nmunicipalities in financial energency, with a view
to
normal i sing the financial affairs of such municipalities. The chapter
further specifies procedures for the appointnment of an Executive
O ficer
for the MFEA by the Mnister of Provincial and Local government, for
t he
decl aration, managenment and term nation of a financial enmergency, for
a
recovery plan in a nunicipality as well as for extraordi nary neasures
shoul d the neasures taken in terns of the recovery plan be
insufficient. It
gi ves specific powers to the courts in this regard and al so outlines
t he
powers and duties of the EO of MFEA and of adm nistrators of
muni ci palities
declared to be in a financial enmergency. Specific provision is nmade
for
steps related to financial energencies in cases where the boundaries
of the
affected nmunicipalities have been re-demarcated in terms of the
Muni ci pa
Demar cati on Act.

Chapter 12 deals with a nunber of general treasury matters. These
are
the assignnent of powers to the National Treasury to nmeke regul ations
or
i ssue instructions or guidelines relevant to the Act or specific
aspects of
muni ci pal financial managenment in general and for borrow ng by
muni ci palities or nunicipal entities. Provisions are also set for the
creation of audit conmittees.



Chapter 13 is concerned with financial msconduct within
muni cipalities. It defines the concept of financial misconduct with
reference to the various relevant clauses in other chapters of the
Bill,
and relevant to nunicipal officials as well as the accounting
authorities
and officials of municipal entities. Alegal regine is provided for
di sci plinary proceedings and the Mnister of Finance is enpowered to
make
regul ati ons prescribing procedures in this regard. Part 2 of the
Chapt er
provi des for crimnal proceedi ngs agai nst nunici pal managers,
accounting
authorities and officials.

Chapter 14 provides for mscellaneous aspects. It limts liability
in
respect of anything done in good faith in terms of the |egislation
al | ows
the Mnister to exenpt nmunicipalities and municipal entities from
specific
provi sions of the legislation, and sets out transitional arrangenents
for
the phasing in of the |egislation.

Concl usion The legislative reforns and transformati on franework as
articulated in the White Paper on Local governnent is inconplete
wi t hout a
firmfoundation for financial managenent reforms. The Minici pa
Fi nance
Management Bill provides such a foundation for orderly and sound
financi a
management princi ples and practices in the |local sphere of governnent.

Consultation Drafting of the Bill coincided with an extensive
consul tati on process which included workshops across the country,
di scussions with stakehol ders and publication of the draft Bill for
public
comment .

Annexure A

The bill is tabled wi thout this Annexure, that deals with Chapter
11
and ot her clauses of the bill that are dependant on the anendi ng of
t he

Constitution. The proposed constitutional anendnents required are
cont ai ned

in clauses 9 and 10 of the "Constitution of the RSA Amendnent Bill,
2001,

Gazette Number 22460 of 13 July 2001. The clauses in this Annexure
will

only be formally tabled if these constitutional anendnents are passed
by

Par | i ament .

(1) Addition to long title in bill:
To regul ate financial managenment in the |ocal sphere of
government; to

deal with financial emergencies in rmunicipalities

(2) Addition to contents in bill



Chapter 11

Fi nanci al Energenci es.

86. Establishment

87. Functions

88. Ceneral powers

89. Appointnment and responsibilities of Executive Oficer
90. Acting Executive Oficer

91. Staff

92. Pension rights

93. Funds

94. Del egati on

95. Application for declaration of a financial emergency
96. Appointnent of administrator for municipality

97. Recovery plan

98. Powers of admi nistrator

99. Application for termnation of a declaration of financia
emer gency

100. Effect of boundary redeterm nation

101. Application for extraordinary relief

102. Suspension of nunicipal obligations

103. Termi nation of municipal obligations and proportiona
settl enent
of clains

(3) Addition to definitions:

1. In this Act unless the context indicates otherw se-

"administrator”, in relation to a municipality in a financia
emer gency, means a person appointed in terms of section 96 as the
adm ni strator for that rmunicipality;

"court" means a High Court having jurisdiction, and includes any
court
superior to the Hi gh Court;

"Emergency Authority" neans the Municipal Financial Energency
Aut hority
established in terms of section 86;

"Executive Oficer”, in relation to the Mnicipal Financia

Emer gency
Aut hority, means the person appointed as the Executive O ficer of the



Aut hority;

“financial emergency" neans a financial emergency within the
meani ng of
Chapter 11;

"recovery plan" neans a plan prepared and approved in terms of
section
97;

(4) Addition to Section 18-Approval of Annual Budgets:

(3) The process provided for in subsection (2) nust be repeated
until a
budget is approved, subject to any dissolution of the council in terms
of
section 100 or 139 of the Constitution on account of the council's
failure
to approve its budget.

(5) Addition to Section 18-Approval of Annual Budgets:

(4) . . ., failing which steps in terms of section 139 of the
Constitution may be taken agai nst the council

(6) Addition to Section 19-Consequences of Failure to Approve
Budget s:

(4) This section nay be applied by a nmunicipality as fromthe
third
mont h of the financial year and onwards only if the council has been
di ssolved in terns of section 100 or 139 of the Constitution

(7) Addition to Section 25-Long Term Loans:

(4) A municipality in respect of which a financial enmergency has
been
declared, may incur long termdebt to support financial restructuring,
i f
so provided in the approved recovery plan.

(8) Addition to Section 27-Security:

(2)

(g) undertake to retain revenues or specific charges, fees,
tariffs or
funds at a particular level or at a level sufficient to neet
its
obligations arising fromthat debt;
(h) undertake to make provision in its budgets for the paynment of
t hose
obligations, including capital and interest;

(i) agree to restrictions on debt the nunicipality may incur in
future
until such debt is settled.

(9) Addition to Chapter 11-Fiscal Emergencies:

FI NANCI AL  EMERGENCI ES



Not e: This Chapter has been renpved fromthe main text. Its form
and
content may change dependi ng on the passage of the constitutiona
amendment .

Part 1: Establishment, functions and administration of Minicipa
Fi nanci al Emergency Authority

Est abl i shment

86. (1) A Minicipal Financial Emergency Authority is hereby
est abl i shed
as an institution outside the public service but within the public
adm ni stration as envisaged in section 195 of the Constitution.

(2) The Energency Authority is a juristic person
Functi ons

87. The Enmergency Authority nust oversee the adnministration of
muni ci palities declared to be in a financial enmergency with a viewto
normalising their financial affairs, and for this purpose-

(a) must performthe duties and may exercise the powers assigned
to the
Aut hority in terms of this Act;

(b) may nonitor the inplementation of recovery plans;

(c) may suspend, dism ss or discharge adnm nistrators, when
necessary;

(d) may collect information on financial energencies and best
practices
in resolving financial enmergencies; and

(e) must prepare and submit annual reports to the Mnister
responsi bl e
for local governnent on its activities.

General powers

88. The Energency Authority may do all that is necessary or
expedi ent
to performits functions effectively, which includes the power to-

(a) determine its own staff establishnment and the ternms and
condi tions
of enploynment for its staff within any policy franmework
det er m ned
by the M nister responsible for |ocal government in
consul tation
with the Mnister of Finance;

(b) appoi nt enpl oyees and seconded personnel to posts on its staff
est abl i shnent ;

(c) obtain the services of any person by agreenment, including any
state
department, functionary or institution, to perform any
speci fic act
or function;



(d) open and operate its own bank accounts, subject to the Public
Fi nance Managenent Act;

(e) performlegal acts, or institute or defend any legal action in
its
own name; engage in any |lawful activity, whether alone or
t oget her
wi th any other person; and

(g) do anything that is incidental to the exercise of any of its
power s.

Appoi ntment and responsibilities of Executive Oficer

89. (1) The Mnister responsible for |ocal governnent, acting with
t he
concurrence of the Mnister of Finance, nmust appoint a person as the
Executive O ficer of the Enmergency Authority.

(2) A person appointed as the Executive O ficer holds office-

(a) for an agreed term not exceeding five years, but which is
renewabl e; and

(b) on terns and conditions set out in a witten enpl oynment
contract
whi ch nust include terns and conditions setting perfornmance
st andar ds.

(3) The Executive Oficer-
(a) manages the Energency Authority;

(b) is responsible for the performance by the Authority of its
functions and the exercise of its powers; and

(c) takes all decisions of the Authority in the performance of its
functions and the exercise of its powers, except those
deci si ons of
the Authority taken in consequence of a del egation or
instruction in
terms of section 94.

Acting Executive Oficer

90. When the Executive Oficer is absent or otherwi se unable to
perform
the functions of office, or during a vacancy in the office of
Executive
O ficer, the Mnister responsible for |ocal government may designate
anot her enpl oyee of the Emergency Authority, or a person seconded to
t he
Aut hority, to act as Executive Oficer

St af f
91. (1) The staff of the Energency Authority consists of-
(a) the Executive O ficer of the Authority; and

(b) persons in the service of or seconded to the Authority.



(2) An enpl oyee of an organ of state nmay be seconded to the
Emer gency
Aut hority by agreenent between the Authority and such organ of state.

(3) Staff nenbers referred to in subsection (1) (b) and persons
seconded to the Emergency Authority performtheir duties subject to
t he
control and directions of the Executive O ficer.

Pensi on rights

92. The Energency Authority is regarded to be an enployer for the
pur poses of the CGovernment Enployees ' Pension Law, 1996 (Proclamation
21
of 1996), in regard to enpl oyees who elects to becone nenbers of the
Gover nment Enpl oyees' Pension Fund.

Funds
93. (1) The funds of the Energency Authority consist of-

(a) money appropriated annually by Parlianment for the purposes of
t he
Aut hority;

(b) any governnent grants made to it; and
(c) any other noney legally acquired by it.

(2) The Energency Authority may accept donations but only with the
approval of the Mnister responsible for |ocal governnent.

Del egati on

94. (1) The Executive Oficer of the Authority may delegate, in
writing, any of the powers or duties entrusted to the Authority in
terns of
this Act to a nenber of the staff of the Authority.

(2) A delegation in terns of subsection (1)

(a) is subject to the limtations or conditions that the Executive
O ficer may inmpose; and

(b) does not divest the Executive O ficer of the responsibility
concerning the exercise of the del egated power or the
per f or mance of
the del egated duty.

(3) The Executive O ficer may confirm vary or revoke any decision
taken in consequence of a delegation in terns of subsection (1),
provi ded
that no such variation or revocation of a decision nmay detract from
any
rights that may have accrued as a result of the decision

Part 2: Declaration, adnmnistration and term nation of financia
ener genci es

Application for declaration of a financial emergency

95. (1) An application to court for a declaration that a
muni ci pality



is in a financial energency may be nade by-
(a) a creditor of the municipality;

(b) the council, the nmunicipal manager or the chief financia
of ficer
of the nunicipality;

(c) the MEC for finance in the province;

(d) the MEC for local governnment in the province;

(e) the Mnister;

(f) the Mnister responsible for |ocal government; or
(g) organi sed | abour.

(2) An application in terns of subsection (1) nay be made only if
one
or nore of the follow ng conditions exist:

(a) the municipality has defaulted on the payment of an anount due
and
payable to a creditor or, if an amount has been prescri bed,
above
that prescri bed anmount;

(b) the municipality has defaulted on an agreenment providing
security
for any debt of the nunicipality;

(c) the municipality's actual current expenditure have exceeded
act ual
current revenue for at |least the three preceding financia
years; or

(d) the municipality had an operating deficit in excess of a
prescri bed
per centage of actual operating revenues in the npst recent
financi a
year for which financial statements have been prepared

(3) I'n considering an application in terns of subsection (11 the
court
may declare that a nunicipality is in a financial emergency if-

(a) at least one of the conditions listed in subsection (2) exist;
and

(b) there is a serious fiscal or financial problemin the
muni ci pality
that inpedes the municipality fromneeting its obligations.

(4) The court is not obliged to declare a that a nmunicipality is
in a
financial emergency if it is satisfied that the municipality has taken
steps that have a reasonabl e prospect of resolving the fiscal or
financi a
problemreferred to in subsection (2) (b).

(5) If the court declares that a municipality is in a financia



enmergency it nmust order the Enmergency Authority to appoint an
adni ni strat or
for the nmunicipality.

(6) Wthout derogating fromthe rules of court-

(a) any application in terns of this section nmust be heard by the
court
as pronptly as possible; and

(b) notice of the application nust be advertised in a newspaper
with
national circulation and given to-

(i) the mayor of the affected nunicipality, where
appl i cabl e;
(ii) the municipal manager of the municipality;

(iii) the chief financial officer of the nmunicipality; (iv)
t he
MEC for finance in the province;

(v) the MEC for |ocal government in the province; (vi) the
M ni ster; and

(vii) the M nister responsible for |ocal governnent.

(7) If the court declares that a municipality is in a financia
energency, it may order that |egal proceedings by any creditor and the
execution of any process against the nmunicipality be stayed for a
peri od
not exceeding 90 days to allow for the appointnment of an adm nistrator
and
the preparation of a recovery plan for the nmunicipality.

Appoi ntment of adm nistrator for municipality

96. (1) The Emergency Authority nust give effect to a court order
issued in terns of section 95 (5) and pronptly appoint an
admi ni strator for
the nmunicipality.

(2) The Enmergency Authority nust determ ne the conpensation of the
adm nistrator, and may require that the conpensation and expenses of
t he
adm ni strator be paid by, or recovered from the nunicipality.

(3) A person appointed as an admi nistrator nmust have appropriate
financi al and nanagenent experience and skills to address any problens
underlying a financial emergency.

Recovery pl an
97. (1) The adm nistrator appointed for a nmunicipality nust-

(a) conduct a sufficiently detailed investigation into the
muni ci pality's condition to determ ne the underlying fiscal or
fi nanci al problens; and

(b) prepare and subnmit a recovery plan to the Enmergency Authority
as
soon as possible, but in any event within the tinme franes
det er m ned



by the Authority.

(2) When preparing the recovery plan the adm nistrator nust
consul t -

(a) the municipality; and

(b) the municipality's creditors, follow ng a procedure that may

be
prescri bed
(3) The recovery plan and any anmendnments mnust -
(a) be designed to restore the municipality to a sound financia
and

fiscal condition as soon as possible, and to restore its
credi twort hi ness;

(b) identify the underlying fiscal or financial problens of the
muni ci pality;

(c) describe a general strategy for addressing these problens;

(d) describe, so far as is reasonably possible, the specific
actions
i ntended to be taken by various parties;

(e) describe the anticipated time franme for recovery, and
nm | estones to
be achieved; identify the principal objectives of the plan
and
nmet hods for achieving those objectives;

(g) identify which of the admi nistrator's powers referred to in
section
96 may be used in inplenenting the plan; and

(h) provide for stakehol der input, if appropriate.
(4) The administrator rmust-

(a) submt a copy of the recovery plan to the nunicipality, the
Emer gency Authority and the parties involved in the court
proceedi ngs in which the financial energency was decl ared; and

(b) allow public access to the recovery plan in the prescribed
manner .

(5) Councillors, officials and staff of the nunicipality nust
co-operate with the adm nistrator in investigating the financia
emer gency
and in devel opi ng and i nplenmenting the recovery plan.

(6) The Energency Authority nmust approve the plan if it conplies
with
subsection (3).

(7) The administrator nmust report to the Emergency Authority, the
muni ci pality and creditors at such intervals or upon the reaching of

such
m | estones as the Authority may determine fromtine to tine.

(8) Reports nmust be in the prescribed form



(9) (a) The administrator may anmend a recovery plan as the need

may
ari se.
(b) The adm nistrator mnust-
(i) submt a copy of the amendment of the recovery plan to
t he
muni ci pality and the Emergency Authority; and
(ii) all ow public access to the anendnent in the prescribed
manner .
(c) The Energency Authority nmust approve the anmendment if the
recovery
pl an as anmended would still conmply with subsection (3).
(10) The adm ni strator nust endeavour to bring the nmunicipality to
a

sound financial and fiscal condition as soon as possible.
Power s of admi ni strator

98. (1) The adm nistrator appointed for a nunicipality has access
to
any structure, functionary, official, prem ses, docunents or records
of the
muni ci pality.

(2) To the extent pernmitted in the recovery plan and subject to
subsection (3) and any other applicable |egislation, the adm nistrator
may
exerci se on behalf of the nunicipality any of the municipality's
executive
or legislative power necessary to restore the nunicipality to a sound
financial and fiscal position.

(3) A recovery plan-

(a) may not pernit the liquidation of assets needed for the
provision
of m ni mum nuni ci pal essential services; and

(b) may provide for the suspension of the renmunerati on and ot her
benefits of nmenbers of the council or officials should they
fail to
co-operate in the inplenmentation of the recovery plan

(4) When exercising the powers pernmitted in the recovery plan, the
adm ni strator nmust consider the least intrusive practical nmeans to
effectively address the financial enmergency, allow ng the structures
and
functionaries of the municipality to act where they can and are
willing do
so in a tanmely and responsi bl e manner.

Application for term nation of a declaration of financia
emer gency

99. (1) An application to court for the termnation of a
decl aration of
financi al energency may be brought by-



(a) the Executive Oficer
(b) the council of the affected nmunicipality;

(c) the applicant in the application to declare a financia
emer gency;
or

(d) a creditor of a prescribed anount.

(2) Wthout derogating fromthe rules of court, notice of
application
for the term nation of a declaration of financial emergency nust be
gi ven-

(a) in the prescribed manner to all creditors to whomthe
muni ci pality
owes an anount in excess of a prescribed anmount;

(b) to any creditor who filed the original application for
decl aration
of a financial energency;

(c) to the nunicipal manager and chief financial officer of the
muni ci pality;

(d) to the MEC for finance in the province;

(e) to the MEC for | ocal government in the province;

(f) to the Mnister;

(g) to the Mnister responsible for |ocal governnment; and
(h) in the prescribed manner to organi sed | abour

(3) Should the court find that a financial enmergency no |onger
exi sts,
the court nust ternminate the declaration of financial emergency and
di scharge the adm ni strator appointed for the municipality.

Ef fect of boundary redeterm nation

100. (1) If the boundaries of a nunicipality under a declaration
of
financial enmergency are redetermined in terns of the Local Government:
Muni ci pal Demarcation Act, 1998 (Act 27 of 1998), and the MEC for
| oca
government in the province issues a notice in terns of section 12 of
t he
Muni ci pal Structures Act regulating the | egal, practical and ot her
consequences of the total or partial disestablishnent of the existing
muni ci pality, then the declaration of financial energency-

(a) automatically extends to any resulting municipality having at
| east
50 percent of its territorial area within the forner
muni ci pality;
or

(b) automatically term nate upon the issuance of the MEC s notice,
and



be of no further force and effect, as to any resulting
muni ci pality

having | ess than 50 per cent of its territorial area within
t he

former municipality.

(2) An automatic extension in terms of subsection (1) (a) may be
term nated in accordance with section 99 at any tine.

(3) An automatic termnation in terns of subsection (1) (b) may be
avoi ded where a party naned in section 95 (1)-

(a) files an application with the court within 15 days of
publi cati on
of the MEC s notice in terms of section 12 of the Minicipa
Structures Act; and

(b) demonstrates to the satisfaction of the court that financial
fiscal, or managenent conditions are such that a financia
emer gency
will also exist in the newy established nmunicipality.

Part 3: Additional renedies
Application for extraordinary relief

101. (1) If the admi nistrator on reasonable grounds is of the view
t hat
the financial energency cannot be resolved by the application of
sections
97 and 98 al one, the administrator may, after consulting the Executive
O ficer, apply to a court for an order-

(a) to stay |l egal proceedings by any creditor and the execution of
any
process against the municipality for a period not exceeding 90
days
at a tine;

(b) to suspend the obligations of the nunicipality to its
creditors
until the declaration of the financial emergency is
term nated; or

(c) to termnate the obligations of the nunicipality to its
creditors,
and to settle clains proportionally, taking into account the
preference of clains.

(2) Wthout derogating fromthe rules of court, notice of an
application for extraordinary relief under this section nmust be given
in
the prescribed manner-

(a) to all creditors to whomthe nunicipality owes an anount in

excess
of a prescribed anmount;

(b) to any creditor who filed the original application for a
decl aration of a financial energency;

(c) to the municipal manager and the chief financial officer of
t he



muni ci pality;
(d) to the MEC for finance in the province;
(e) to the MEC for | ocal government in the province;
(f) to the Mnister;
(g) to the Mnister for local governnent; and
(h) in the prescribed manner to organi sed | abour
Suspensi on of muni ci pal obligations

102. (1) Before granting an application in terms of section 101

(1)

(b), the court nust be satisfied that-

(a) the municipality cannot neet its obligations to its creditors;
and

(b) all assets and rights not necessary to provide m ni mum
essenti al
muni ci pal services have been |iquidated for the benefit of
meeti ng
creditors' clains.

(2) If the court grants an application referred to in subsection
(1),
it must give preference to the rights of secured creditors as to
assets or
rights with which they are secured, provided that such security was
gi ven
in good faith and at |east six nonths prior to any application in
terms of
section 93 for a declaration of financial emergency.

Term nation of rmunicipal obligations and proportional settlenent
of
cl ai ns

103. (1) Before granting an application in terms of section 101
(c), the court nust be satisfied that-

(a) the municipality cannot neet its obligations to its creditors
and
woul d not be able to do so in the foreseeable future;

(b) all assets and rights not necessary to provide m nimum
essenti al
muni ci pal services have been |iquidated for the benefit of
nmeet i ng
creditors' clains; and

(c) all enployees have been di scharged except those that are
af f or dabl e
in terms of reasonably projected revenues.

(2) If the court grants an application referred to in subsection

(1),

it must-



(a) give preference to the rights of secured creditors as to

assets or

rights with which they are secured, provided that such
security was

given in good faith and at |east six nonths prior to any
application

in terms of section 93 for a declaration of financia
enmer gency; and

(b) treat unsecured clainms as concurrent and order that such
cl ai ns be
settled proportionally.

(10) Addition to Section 104 - Treasury Regul ations, |nstructions

and
Gui del i nes:

(s) the administration of financial energencies;

(t) the assignnment of additional duties and powers to the
Emer gency

Aut hority:
(u) the suspension, dism ssal or discharge of adm nistrators

appoi nt ed
for municipalities declared to be in a financial energency;

(v) the settlenent of clainms against a nmunicipality follow ng an
order
of court in terns of section 99;
(11) Addition to Section 112-Offences and Penal ties:
(5)
(e) obstructs, or fails to co-operate with, an adm nistrator in

t he
fulfillment of the administrator's duties under this Act.

(12) Addition to Section 116- Anendnent of Legislation
(4) Schedule 3 of the Public Finance Managenent Act is hereby
amended

by the insertion in Part A after item 17 of the following item

"17A. Muni ci pal Fi nancial Enmergency Authority".



