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1. PURPOSE AND APPLICATION

The purpose of this policy is to facilitate the adherence to sections 62 and 65 of the MFMA Act 56 of 2003, and to provide written regulations to control the processes regarding creditors and payments.
This policy shall be applicable to all creditors, employees and councillors in respect of travelling claims, subsistence allowances and goods supplied or services rendered.
The policy is not a replacement of the Municipal Finance Management Act, tax legislation or even the contents of any promulgated law or the Constitution of the Republic of South Africa.  
The policy shall be applied consistently with applicable legislation and, in any instance where the policy is deemed to be conflicting with any law, such law shall take precedence over the policy.

2. REVIEW AND AMENDMENT OF THE POLICY
The policy shall be reviewed at the end of each financial year by the Municipal Manager.  The municipal manager has the right to amend the policy where it is found to contravene any law of the Republic of South Africa.  

3. DEFINITIONS

1.  “Valid tax invoice” refers to an invoice which meets the minimum requirements of a Tax invoice as per Vat Act of the Republic of South Africa.

2. “CFO” – Chief financial Officer.
3. “Municipal Manager” – Accounting officer as per MFMA.

4. “MFMA” –Municipal Finance Management Act (Act 56 of 2003)

4. LEGISLATION AND OTHER RELATED CONSIDERATIONS

This policy was drafted in accordance with the contents of section 62, 63 and 65 of the MFMA Act 56 of 2003 which stipulates the following:

· Section 62(1)(a),(b), (c)(i): “The accounting officer is responsible for managing  the financial administration of the municipality, and must for this purpose take all reasonable steps to ensure;

 (a) that the resources of the municipality are used effectively, efficiently and economically; 

(b) that full and proper records of the financial affairs of the municipality are kept in accordance with any prescribed norms and standards;

 (c)(i) that the municipality has an maintains effective, efficient and transparent systems of financial and risk management and internal control.”

· Section 63(1): “the accounting officer of a municipality is responsible for the management of ; (a) the assets of the municipality, including the safeguarding and the maintenance of those assets; and (b) the liabilities of the municipality; (2)(a)the accounting officer must for the purpose of subsection(1) take all reasonable steps to ensure that the municipality has and maintains a management, accounting and information system that accounts for the assets and liabilities of the municipality;(2)(c) that the municipality has and maintains a system of internal control of assets and  liabilities, including an asset and liabilities register, as may be prescribed.”

· Section 65(1): “the accounting officer of a municipality is responsible for the management of the expenditure of the municipality. (2) The accounting officer must for the purpose of subsection (1) take all reasonable steps to ensure
(a) that the municipality has and maintains an effective system of expenditure control, including procedures for the approval, authorisation, withdraws and payment of funds;
(b) that the municipality has and maintains a management, accounting and information system which (i) recognises expenditure when it is incurred, (ii) accounts for creditors of the municipality; and (iii) accounts for payments made by the municipality;
(c) that the municipality has and maintains a system of internal control in respect of creditors and payments;
(d) that payments by the municipality are made (i) directly to the person to whom it is due unless agreed otherwise for reasons as may be prescribed; and (ii) either electronically or by way of non-transferable cheques, provided that cash payments and payments by way of cash cheques may be made for exceptional reasons only, and only up to a prescribed limit;

(e)that all money owing  by the municipality be paid within 30 days of receiving the relevant invoice or statement, unless prescribed otherwise for certain categories of expenditure; and

(f) that the municipality complies with its tax, levy, duty, pension, medical aid, audit fees and other statutory commitments;”
5. RECOGNITION AND RECORDING OF CREDITORS:

1. The Expenditure Manager shall be responsible for maintaining a register wherein which all invoices and claims received are recorded.
2.  All invoices shall be recorded on the municipality’s financial system upon receipt thereof, prior to payment of such an invoice.

3. All supplier invoices must be accompanied by a duly signed requisition, order, and supply chain related documentation such as quotations or an approved deviation prior to recording on the financial system.

6. RECONCILIATIONS:

1. Creditor’s subsidiary ledgers or, the journal of each respective creditor shall be reconciled to the statement of such supplier on a monthly basis, or immediately prior to payments being effected to such a creditor or supplier.

2. The creditor’s subsidiary accounts shall be reconciled with the general ledger on a monthly basis to ensure that the ledger is in harmony with the subsidiary accounts.

3. All differences from the reconciliation between the supplier statements and the creditor’s subsidiary ledger shall be communicated to the CFO and thereafter, cleared with the supplier.  All adjustments shall be made after approval by the CFO.

4. All differences from the reconciliation between the subsidiary ledger and the general ledger shall be reported to the CFO, and correction may only be effected after such differences have been approved by the CFO.  The differences shall be cleared in a form of a non-routine journal designed for use by the municipality.

7. PAYMENT OF CREDITORS, EMPLOYEES AND THIRD PARTIES:

1. All outstanding invoices shall be paid within 30 days of receipt of such invoice, provided that all necessary compliance documentation relating to the transaction has been received and that the CFO is satisfied that such documentation are in line with the necessary applicable policy and legislative requirements.

2. All taxes, UIF, SDL, Pension, Medical Aid, and any other third party in respect of a deduction made from the salary of an employee or a councillor whether it be voluntarily by such employee or councillor in respect of its creditors, by garnish or ordinary course of law, shall be made promptly before the 7th of each month, or according to the specific arrangements between the municipality and such third party.

3. All invoices shall be stamped as “received in good order” by the receiving department or supply chain management unit where applicable, and no payments shall be made if an invoice has not been stamped to indicate that goods or services have been received and in good order;

4. A payment shall not be made to a creditor in respect of an invoice for which the necessary documentation such as, the order, approved requisition, quotations have not been completely attached to such invoice.

5. No payment will be made in respect of a transaction, or a supplier deemed to be a creditor for goods or services procured from such supplier without a valid tax invoice.

6. Payments shall be effected on the financial system (eVenus) first, before the actual payment through online banking.  All electronic payments shall be done on the online banking system, through an imported update file from the municipality’s financial system.

7. All payments shall only be made out based on the information contained on the tax invoice.

8. All cheques issued shall be non-transferrable cheques.

9. Payment by cheque shall only be made up to an amount of R 250 000.00
10. No cash cheques shall be written out to a supplier for any procurement or, in respect of any transaction.
11. Electronic payments to a supplier or creditor in respect of any amounts owing or goods or services procured shall be reviewed by the Expenditure Manager and approved by the CFO up to an amount not exceeding R500 000.  Any amounts exceeding R500 000 shall only be approved by the CFO and authorized by the  Municipal Manager, unless written consent is obtained from the accounting officer that such transactions be made by the CFO and the Expenditure  Manager.
12. A voucher shall be made on which details of the supplier and the amounts due to be paid to such supplier will be disclosed, such voucher shall be subject to authorisation according to provisions of sub-section (12) above.  No payment shall be effected if not authorised in respect of provisions of sub-section (12).

13. The expenditure manager shall verify the VAT numbers of suppliers whose invoices indicate a claim of VAT with SARS, this is to confirm whether the VAT number is valid and that such supplier/ creditor is a valid VAT vendor.  The VAT amount claimed on an invoice by a creditor/ supplier shall not be paid if such supplier provided an invalid VAT number on the invoice or if it is found that such a supplier is not a VAT vendor.  A Vendor search report must be attached to an invoice by the expenditure manager after such search has been performed.

8. ACCOUNTING TREATMENT AND REPORTING

1. A creditor shall be recognised in the books of the municipality as soon as an invoice has been received. “Accrual accounting basis shall be applied in this regard”.

2. The creditors or outstanding invoices shall be classified on the face of the statement of financial position as part of trade and other payables.

3. The expenditure manager is responsible to report in writing to the CFO on a regular basis as determined by the CFO, on the amounts owing to creditors.

9. APPROVAL

The power and authority to approve this policy is vested in the council of Mafube Local Municipality.

10.  COMMUNICATION

This policy will be communicated to all Heads of Department using the full range of communication methods available to the municipality.

11.  BUDGET AND RESOURCES

The financial and resource implication/s related to the implementation of this policy should be qualified and quantified.

12.  ROLES AND RESPONSIBILITIES

The Municipal Manager or his assignee accepts overall responsibility for the implementation and monitoring of the policy.

13.  AUTHORITY

Formulated by:  Chief Financial Officer                          Date:

Consulted LLF:                                                               Date:

Municipal Manager Approval:


               Date:
Council Approval :                                                          Date:
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