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The District Council is faced with @ eign'rﬂcant amount of outstanding debt and
the continuous defaulting by certain consumers who can afford to pay services.

The Debt Collection and Credit Control BY ~ Laws have been gazetted in March
2008, Gazette NO. 1454. The gy — Laws were not imp\emented since the
inception of the municipality resulting inahuge amount of outstanding consumer
debt that council might not be able 10 collect.

The policy seeks to bringd relief to consumers who have huge outstanding debts

and have no income or are reg'\etered as indigents and are currently unable to
pay for the outstanding debts.

The policy seeks that house‘no\d consumers with no of jower income are not
denied a reasonab\e service and that the munic‘rpa\ity is not financially burdened
with non—payment of services.

The policy will enable Council {0 write off irrecoverable debt as recommended
by the committee that will b estab\'\shed as in accordance to the provision of
this draft policy, therefore lessening the costs of recovering the debt that is
'rrrecoverab\e.

Despite strict enforcement of the Credit Control and Debt Collection By-Laws,
Council will cont'rnuous\y be confronted by c'\rcumstances requiring the poes‘rb\e
write-off of irrecoverab\e debt.

The policy will enable Council to apply the pr'tnc'rp\es of writing off of
'lrrecoverab\e debt in c'rrcumstances and information submitted pefore Council

wherein itis ind‘rcated that the debt will not be recovered.

The policy does not override the fact that “the Municipa! Manager must ensure
that all avenues are utilised to collect the mun’rc’rpa\'\ty's debt’ as st’rpu\a’red inthe
Municipal Systems Act.

The policy seeks t0 ensure that Council follows all princip\es and proceduree for
recovering outstanding debt prior to writing off of debt.

The policy seeks to ensure that Council appoints 2 committee 1N terms of section
79 of Municipal Structures Act 117 of 1998 1o review and recommend to it the
debt considered by the committee to be '\rrecoverab\e.
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2z PURPOSE OF THE poLICY

2.1, gection g6 of the Local Government: Municipa! Systems Act 32 of 2000 provides
that @ mun'ro'rpa'l'\ty must collect all money that is due and payab\e to it, subject
to the provisions of that Act and other app\icab\e legis\ation.

22. The purpose of this policy is:
224. 10 provide the pr'mc'rp\es and procedures for writing off irrecoverab\e debt.

022 1 ensure that recovery would not cause undue hardship to the debtor of

2.3, his/her dependents.
n24. 10 determine circumstances |eading 0 the write-off of debts
225. 10 provide framework for procedures for writing off of debts

34, The Council has the overall responsi.b'r\'tty for adopting and approving the Bad
3.2. Council has an oversight and monitoring role in the 'rmp\ementation and

33, The Municipal Manager, as the 1mp\ement‘rng authority, must establish effective
adm'rn'rstrative mechanisms: procedures and prooesses to ensure

41.1. The policy is in accordance with the Local Government Municipal Finance
N\anagement Act 2003 Local Government N\un'rc'rpa\ System Act 2000, as

4 12. Before any debt is written off it must pe proved that the debt has pecome
irrecoverable. To ensuré that recomrnendat\ons for write off of debt are
consistent and accurate, the followind pr‘rnc’rp\es ora combinat‘ron of some

41.2.1. legal recourse nas peen exhausted and the Municipality is still unable

or
4122 the success of future legal action by the Municipality to recoup the
outstanding debt is compromised due 10 actions of inactions bY the

4124 @ deceased estate 18 'mso\vent and has no liquid assets 10 cover the

Bad Debts provision and write-off policy 4



i as been raised by the defendant

nt Plea of prescription h
' lea of prescriptio
K that it would be up

put carries e
vidence, it is not possible to prove the

41.2.5.

4126 if, as @ res
debt outstanding: or
mount 1S due to @ ministrative

4127 if the outstanding &

error by th

if the Sheri

insuﬁicient
1udgment.

41.3. The above factors do not constitute an e
taken into account, and the N‘\unic'lpa\ity may, in its opin
other factor

41410 exercisind its discretion. the Municipality must act tawfully andre
having regar the pﬂncip\es of fai and equity.
account holder amount of
bmissionlmot‘wation and must be in
y from time

415. A reques
the Municipalit
sult in the rejection

n 1rreoonc’1\ab\e ad

the person has

eport that
d to satisfy the

be attache

actors that may be
ion, consider any

e mun'\cipahty', or
# of the Court has issued af
nich can

4128
disposablé property W

xhaustive list of
asonably

amounts as bad

to time.
ubmissionimotivaﬂon.
issl ept write off, aM ici icial shall take
-ance with this Policy

of such S
4416.In making submissio ad
| necessary nd reaso able steps to ensure complianc
a a d reasonab\e steps 1N the detection of
nt holder and shall pe obliged 10

report such frau
417, AD official who nowing partic pate
in the write hall be sub‘lected to
' i ode of Con

Y QUALIFY FOR THE \NR\TE-OFF

ORS THAT MA
in term

registration as an indigent househ

on the arrear amount will be written ©

his/her municipal $€
e for review an

roval for

the debtor’s interest
outstanding palance on
nted committe

handed ove' to the appo!
the debtor (i.e. any amo
for free pasic S

will not qualify t

umulated by
allowance

s an indigent consumer,

off.
Any new arrears acc
excess of the indigen

reg'\stered a

5.1.1.2.

Bad Debts prow'sion and write-off policy

fraudulent activity on
t activity tothe C 0.
icl s in fraudulent conduct with an
the disciplinary

duct, as well

ervices) wh
o be written off

s of the

old consumer,
ihe

i account will be
d possible W

rite

unts in

ilst



and must bé dealt with strictly in accordance with the Municipality’s
Debt Collection and Credit Control Policy and indigent Household
Policy.

5.4.2. Balances too small to recover considering the cost for recovery

5.1.2.1. Where final accounts have been submitted and paid by the
respective consumer and the remaining palance after finalisation of
any final readings and other administrative costs results in a balance
of one hundred rand (R1 Q0) or less, such account must be forwarded
once to the consumer for payment.
51.2.2. Where such account 18 not paid by the respective consumer within a
period of sixty (60) days such amounts will automatically be written
off subject {0 the provisions of Section 8.4 below.

5.1.3. insolvency of the Debtor and Insolvent Deceased Estates

51.31. Where 2 debtor becomes insolvent the Municipality must ensuré that
a creditor's claim 18 timeously registered. Any amount not beind
recovered due to insufficient funds or if there is @ risk of a contribution
being made to an insolvent estate must, after notification, pbe written

off.

51.3.2. In case of death of the debtor @ creditor's claim must pbe timeously
registered against the deceased’s estate. AnY amount not peind
recovered due to insufficient funds or if theré is arisk of contribution
being made to a deceased estate must, after notification, pe written
off.

5.1.4. Untraceable Debtors

51.4.1. Where for any reason the forward address of @ debtor becomes
untraceable oF the debtor pecomes untraceable from the current
address, such account must be handed over toa collection agent for
recovery of the debt. The collection agent will be paid on an attorney

client scale relating to matters of debt collection. he Terms of
Reference for such collection agent must include the appo'mtment of
a tracing agent to locate the debtor. should a debtor be untraceab!e,
the collection agent must report to the Municipality on the actions that
were taken to attempt to trace the debtor. The municipality should be
responsible to pay the tracing agent.

51.42. ANy amount owed by 2 debtor that has pecome untraceable must,

after notification, be written off or sold to 2 debt collection agency at

a discount which will be determined by Council from time to time.
5.1.4.3. Debt written off in the above instances will automatically result in the

debtor being reported 0 the credit pureau by the Municipality.
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5.1.5. special Arrangements in order to obtain a Clearance Certificate

515.1. In terms of legisiation the Municipality will under normal
circumstances not issue 2 Clearance Certificate on any property
uniess all outstanding amounts aré paid to date, or alternatively
payment of the current two years outstanding debt is made and @

guarantee by the attorney handling the property transfer is issued in
favour of the Municipality for the balance of the debt.

5.1.5.2. Section 118 of the Municipal Systems Act, No 32 of 2000 determines

the following regarding Restraint on transfer of Property:
51.5.2.1. A registrar of deeds O other registration officer of immovable
property may not register the transfer of property except on
production to that registration officer of a prescribed certificate

-—

515.21.1. lssued by the municipality in which that property is
situated ; and
51.5.21 2. Which certifies that all amounts due in connection with

that property for municipal service fees, surcharges on
fees . property rates and other municipal taxes ., levies
and duties during the two years preceding the date of
application for the date of application for the certificateé

have been fully paid

51522 In the caseé of the transfer of immovable property by a trustee
ofan insolvent Estate, the provisions of this section are subject
to section g9 of the Insolvency Act , 1936 ( Act No. 24 of 1936
5.1.5.2.3. An amount due for municipal services fees, surcharges on
fees, property rates and other municipal taxes, levies and
duties is @ charge upon the property in connection with which
the amount owing and enjoys preference over any mortgade
bond registered against the property

51.5.3. Council must certify that all municipal charges during the two years
preceding the date of the application for the clearance certificate
have been paid fully.

5154 The amount due for municipal charge enjoys preference over any
mortgage pbond registered against the propeﬁy.

5155 The owner is required that before 2 rates clearance certificate 18
issued that Municipal charges during the two years preceding the
date of application for the certificate have peen fully paid.

5156 A judgment must be obtained for debt older than two years 10 instruct
ihe conveyance attorney 0 deduct the amount dué to Council from
the proceeds of the Sale of the property-

51.5.7. Where property is sold in sale of execution the gheriff must be
informed of the amount due to Council and the gheriff will have to
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deduct the amount dué from the proceeds of the saleé of the property
due to the preference municipal charges enjoys over the mortgage
pond registered against the property.

5.1.5.8.

The impiementing authority must design @ form for arrangements of

guarantees with the attorneys handling the property transfer. The
form must bé attached to the policy a8 addendum.

5.1.6. special Incentives introduced by Council for Household Consumers in
terms of the Approved Revenue Enhancement Strategy

51.6.1.

Notwithstanding the Municipality’s Credit Control and Debt Collection

Policy a debtor may enter into @ written agreement with the
Municipality to repay any outstanding and due amount 1o the
Municipality under the following conditions:-

51.6.2.

The outstanding palance, costs and any interest thereon shall

be paid in regular and consecutive monthly instalments;

The current monthly amount must be paid in full: and
The written agreement has o be signed

Municipality by a duly authorised officer. Such authorisation
must be in writing and given by the Accounting Officer.

|n order to determine monthly instalments, customers have been

categorised as follows:

51.6.2.1.

51.6.2.2.

51.6.2.3.

5.1.6.3.

Due t

indigent customers (Gross household income of 1ess than R
2, 500 per month as prescribed in the Municipal Indigent
Policy)

Gross household income exceeds R 2. 500 per month. Non
domestic (exciudes Government Departments)

Government Departments

The Council must follow the arrangements methods of paying
of municipal services as stipulated in the Debt Collection
Procedure Manual of the municipality. also as in accordance
to the categorisation of customers stipulated in this policy-

() ineffective/ non impiementation of credit control measures in

the past, the majority of household consumers have accumuiated
significant arrear amounts and that these consumers aré not in a
position to pay of these arrear amounts 1N full together with their
current monthly accounts. 1N order to improve the current payment
levels from consumers the Councl of Capricormn District Municipality
may resolve 10 impiement special incentives 0 address the arrear

debt.
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6. DELEGATIONS OF WRITE - OFFS TO THE ACCOUNTiNG OFFICER

6.1.The Accounting Officer will, after thorough review of any applications in terms of
this Policy, delegate 0 write off any amounts 10 the maximum of:

e of a househoid consumer an amount of R1000-00 (exciuding

interest and penaities) per submisston; and
6.1.2. In the case of @ business consumer an amount of R2000-00 (excluding
interest and penaities) per submission.

6.1.14.1n the cas
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