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1. Definitions  
 

For the purpose of this policy any word or expressions to which a meaning has been 
assigned in the Act shall bear the same meaning in this policy and unless the context 
indicates otherwise –  
-  
“Act” means the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000), 

as amended from time to time.  
 
“arrears” means any amount due and payable to the municipality which has not been 
paid on or before the due date.  
 
“Delegated official” means any official of the Council who has been authorised by it to 
administer, implement and enforce the provisions of this policy.  
 
“billing” means proper and formal notification by means of a statement of account to 

persons liable for monies levied for assessment rates and other taxes and the charges 
or the fees for municipal services and indicating the net outstanding balance of the 
account.  
 
“by-law” means a by-law adopted by the Council.  

 
“Chief Financial Officer or CFO” means a person appointed by the Council to manage 
the Council's financial administration.  
 
“council” means the municipal council of the Theewaterskloof Municipality.  

 
“credit control and debt collection” means the functions relating to the collection of 
any monies due and payable to the municipality. 
 
“customer/ consumer” means any occupier of any premises to which the municipality 
has agreed to supply or is actually supplying services, or if there is no occupier, the 
owner of the premises.  
 
“customer care” means focusing on the client's needs in a responsible and pro-active 

way to encourage payment and to create a positive and reciprocal relationship between 
persons liable for the payment of services and the municipality, and when applicable, a 
service provider, thereby limiting the need for enforcement, as far as practicably 
possible.  
 
“debt” means any monies owing to the municipality in respect of the rendering of 
municipal services, and includes monies owing in regard to property rates, housing, 
motor vehicle registration and licensing, terminated leases, and any other outstanding 
amounts, inclusive of any interest thereon, owing to the Municipality.  
 
“defaulter” means a person owing the municipality money in respect of taxes and/or 
services rendered after the final date of payment.  
 
“disconnection of services” means the physical disconnection of conventional or pre-
paid electricity supply or the 100% blocking of pre-paid electricity supply and the 
restriction of water supply via restrictor system.  
 
“due date” means the date specified on the tax invoice as the last date for payment.  

 



“engineer” means the person in charge of the civil or electrical components of the 

municipality.  
 
“financial year” means a year starting on 1 July and ending on 30 June.  
 
“household” means a family unit comprising of the head of the family, being a natural 

person, and may include blood related or adopted dependants who are jointly living on a 
stand or site on a permanent basis and who receive electricity and/or water from one 
meter, regardless whether the person rents or owns the property.  
 
“interest” means the standard rate of interest, charged on arrear balances of 30 days 

or more from the date of invoice, calculated as the prime rate plus one percent  
 
“law” includes any by-law.  
 
“municipal account” shall include levies or charges in respect of the following services 

and taxes:  
a) electricity consumption;  

b) water consumption;  

c) refuse removal;  

d) sewerage services;  

e) rates;  

f) interest and/or surcharge;  

g) housing rentals and instalments; and  

h) miscellaneous and sundry charges.  
 
and “tax invoice” has a corresponding meaning.  
 
“Municipal Manager” means the person appointed by the Municipal Council as the 
Accounting Officer of the municipality in terms of Section 82 of the Local Government 
Structures Act, 1998 (Act 117 of 1998) and also includes any person:  
a) acting in such position; and  

b) to whom the Municipal Manager has delegated a power, function or duty.  
 
“municipal services” those services, rates and taxes reflected on the municipal 

account for which payment is required by the municipality. 
“occupier” means any person who occupies any premises or part thereof, without any 
regard to the title under which he or she so occupies.  
 
“owner” means -  

a) the person in whom the legal title to the premises is vested. In a case where the 
person in whom the legal title is vested is insolvent or dead, or is under any form of legal 
disability whatsoever, the person in whom the administration of and control of such 
premises is vested as curator, trustee, executor, administrator, judicial manager, 
liquidator or other legal representative;  

b) in any case where the Council is unable to determine the identity of such person;  

c) a person who is entitled to the benefit of such premises or a building thereon;  

d) in the case of premises for which a lease of 30 years or more has been entered into, 



the lessee thereof; in relation to -  

i) a piece of land delineated on a sectional plan registered in terms of the Sectional 
Titles Act 1986, (Act 95 of 1986), and without restricting the above provisions, the 
developer or the body corporate in respect of the common property; or  

ii) a section as defined in such Act, the person in whose name such section is 
registered under a sectional title deed, including the lawfully appointed 
representative of such person. 

e) any legal person including but not limited to: 

i) a company registered in terms of the Companies Act, 2008 (Act 71 of 2008), Trust 
inter vivos, Trust mortis cause, a closed corporation registered in terms of the 

Closed Corporations Act, 1984 (Act 69 of 1984), and a Voluntary Assosiation; 

ii) any government department; 

iii) any council or board established in terms of any legislation applicable to the 
Republic of South Africa: or 

iv) any Embassy or other foreign entity. 

f) owned by a council and which has been disposed of, but which has not been 
transferred to the person to whom it has been disposed of, from the date of the 
disposition concerned, such person; and  

g) owned by or under the control or management of a council while held under a 
lease or any express or tacit extension thereof or under any other contract or under 
a servitude or right analogous thereto, the person so holding the immovable 
property. 

“premises” includes any piece of land, the external surface boundaries of which are 

delineated on – 

a) a general plan or diagram registered in terms of the Land Survey Act, 1927 (Act 9 
of 1927) or in terms of the Deeds Registry Act, 1937 (Act 47 of 1937); or 

b) a sectional plan registered in terms of the Sectional Titles Act, 1986 (Act 95 of 
1986), which is situated within the area of jurisdiction of the Municipality. 

“property” means –  

a) immovable property registered in the name of a person, including, in the case of a 
sectional title scheme, a sectional title unit registered in the name of a person; 

b) a right registered against immovable property in the name of a person, excluding 
a mortgage bond registered against the property; 

c) a land tenure right registered in the name of a person or granted to a person in 
terms of legislation; or  

d) Public Service Infrastructure. 

“rate” or “rates” means a municipal rate and includes any additional rates on 
property as envisaged in section 229 of the Constitution of the Republic of South 
Africa, 1996 (Act 108 of 1996) 

“Tenant” a person who occupies land or property rented from a landlord. 
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2. Aim of the policy 
 

1.1 This policy aims to address the key issues and challenges of credit control and debt 

collection. The strategic aim is to create an enabling environment in which the 

objectives of credit control and debt collection can be realised. 

 

3. Background and concept 
 

2.1 Local government in South-Africa has undergone an unprecedented change. This 

includes socio-economic issues in the wake of socio-political reform. The 

Municipal Systems Act, the Municipal Structures Act, the Municipal Finance 

Management Act (MFMA), and other legislation created a new dispensation for 

local government in South-Africa. This policy is aimed at guiding officials in the 

legislative implementation processes necessary to ensure optimal revenue 

generation and collection. 

  

2.2 Increased revenue forms the base for effective service delivery, infrastructure 

development, and economic growth.  It also contributes to poverty alleviation, the 

eradication of unemployment, and the redistribution of resources including 

economic empowerment. 

 

2.3 In line with the objective of creating a vibrant and growing Theewaterskloof 

Municipality (hereinafter referred to as municipality), the credit control and debt 

collection policy is also aligned to the principles of Batho-Pele.  

 

Service delivery is one of Government’s eight priorities as set out in the White Paper 

on the Transformation of the Public Service. To this effect, government has launched 

an initiative in South Africa under the banner of Batho-Pele – meaning ‘People First’ 

in Sesotho – aimed at improving the delivery of public services. Batho-Pele further 

aims to ensure that attitudes, systems and procedures are capable of delivering 

enhanced public services. Batho-Pele is also about ensuring that the resources 

available are used to the best possible extent, eliminating wasteful and expensive 

procedures and reducing unnecessary expenditure on inefficient processes and 

systems. 

 

4. Structure of the policy document 
 

3.1 This policy is divided into (2) chapters, excluding the aim, background and the 

structure of the document. The first chapter provides an overview of credit control 

and debt collection. The second chapter outlines the credit control and debt 

collection policy.  
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Chapter 1: Credit control and debt collection overview  
 

1. Introduction 
 

1.1 The municipality, in adopting this policy on credit control and debt collection, 

recognises its constitutional obligations to develop the local economy and to 

provide acceptable services to its residents. The municipality cannot fulfil these 

constitutional obligations unless it extracts payment for the services which it 

provides and the taxes which it legitimately levies in full from those residents who 

can afford to pay, and in accordance with its indigent relief measures for those who 

have registered as indigents in terms of the municipality’s approved indigent policy. 

 

1.2 It is vital to the long term financial viability of any municipality that it collects the 

revenues (such as levies, tariffs, rates and taxes) due to it for services rendered. In 

terms of Section 96 of the Local Government Municipal Systems Act 2000, a 

municipality 

 

1.2.1 must collect all money that is due and payable to it, subject to this Act and 

any other applicable legislation; and 

1.2.2 for this purpose, must adopt, maintain and implement a credit control and 

debt collection policy, which is consistent with rates and tariff policies and 

complies with the provisions of this Act. 

 

1.3 For these reasons, the implementation of the credit control and debt collection 

policy cannot be compromised.  

2. Objective 
 

2.1 The objective of a credit control and debt collection policy is to define a framework 

within which effective procedures could be developed to identify defaulters. A 

further objective is to ensure that their failure to meet their financial obligations 

towards the municipality would be treated in a consistent, fair and effective manner.  

 

2.2 In terms of Section 97 of the Local Government Municipal Systems Act 2000, a 

credit control and debt collection policy must provide for 

 

2.2.1 credit control procedures and mechanisms 

2.2.2 debt collection procedures and mechanisms 

2.2.3 indigent debtors that is consistent with its rates and tariff policies and any 

national policy on indigents 

2.2.4 realistic targets consistent with 

 

2.2.4.1 generally recognised accounting practices and collection ratios; and 

2.2.4.2 the estimates of income set in the budget less an acceptable 

provision for bad debts. 

 

2.2.5 interest on accounts in arrears, where appropriate 

2.2.6 extensions of time for payment of accounts 



 8

2.2.7 termination of services or the restriction of the provision of services when 

payments are in arrears 

2.2.8 matters relating to unauthorised consumption of services, theft and 

damages; and 

2.2.9 any other matters that may be prescribed by regulation in terms of section 

104 of the Local Government Municipal Systems Act, 2000. 

 

2.3 A credit control and debt collection policy differentiates between different 

categories of ratepayers, users of services, debtors, tax services, service standards 

and other matters as long as the differentiation does not amount to unfair 

discrimination. 

 

2.4 The effective and efficient implementation of this policy will improve the recovery 

rate of the municipality’s debtors. In turn, this will contribute to the realisation of 

the constitutional objective of providing basic services for human dignity. 

Increased revenue forms the basis for effective service delivery, infrastructure 

development, and economic growth. 

 

3. Municipal responsibility/accountability 
 

3.1 Section 62 of the Municipal Finance Management Act, 2003 states that the  

 accounting officer of a municipality is responsible for managing the   

 financial administration of the municipality, and must for this purpose take  

 all reasonable steps to ensure that the municipality has and implements a   

 credit control and debt collection policy. 

 

3.2 Section 64 of the Municipal Finance Management Act, 2003 states that the 

 accounting officer of a municipality is also responsible for the 

 management of revenue of the municipality.  

 

3.3 The accounting officer and his/her designate must take effective and 

 appropriate steps to collect all money due to the institution including as 

 necessary 

 

3.3.1 maintenance of accurate accounts and records for all debtors,  

 including amounts received in part payment; and 

3.3.2 referral of a matter to the State Attorney, where economical,  

 to consider a legal demand and possible legal proceedings in  

 a court of law. 

 

3.4 Should an accounting officer and his/her designate experience undue 

 interference or influence by a municipality or councillor that prohibits the 

 execution of his/her responsibilities with regard to this policy, he/she should 

 report this to the relevant MEC.   

 

3.5 In terms of section 173 of the MFMA, the accounting officer is guilty of an 

 offence if he/she contravenes or fails to comply with credit control and debt 

 collection provisions in terms of the MFMA.  
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3.6 A person is liable on conviction of an offence in terms of section 173 to 

 imprisonment for a period not exceeding five years or to an appropriate fine 

 determined in terms of applicable legislation.  

4. Governments responsibility/accountability  
 

4.1 The principle of co-operative government forms the basis of the municipality’s 

request for payment. In terms of section 34 (2) of the MFMA, 2003 the national 

and provincial governments must support the efforts of municipalities to identify 

and resolve their financial problems. 

 

4.2 In accordance with Chapter 3 of the Constitution, national and provincial 

departments and public entities must promptly meet their financial commitments 

towards municipalities.  

 

4.3 According to schedule 8 of the amended Treasury Regulations, in terms of the 

Public Finance Management Act, 1999 [section 38(1) (f) and 76 (4) (b)] unless 

determined otherwise in contract or other agreement, all payments due to creditors 

must be settled within 30 days from receipt of an invoice or, in the case of civil 

claims, from the date of settlement or court judgement. Government therefore has 

an obligation to settle its municipal debt within 30 days.  

 

4.4 In case of any dispute between the municipality and an organ of state the matter 

must be reported to National Treasury for intervention in line with the principles of 

co-operative governance. 

 

5. Principles of credit control and debt collection 
 

5.1 Inherent in the credit control and debt collection policy is the municipality’s vision 

of driving the right behaviour. The aim is to get municipal officials to adhere to 

acceptable standards of performance. The policy is also built on the principles of 

good corporate governance which can be defined as the system by which the 

municipality is directed and controlled. The policy is therefore based on the 

following principles 

 

5.1.1 discipline 

5.1.2 transparency 

5.1.3 independence 

5.1.4 accountability 

5.1.5 responsibility 

5.1.6 fairness; and 

5.1.7 social responsibility. 

 

5.2 This policy will not make allowance for unacceptable behaviour of any party. 

 

5.3 Considering the socio-economic conditions such as the level of unemployment and 

poverty amongst other conditions presently prevalent in South Africa, the 

enforcement of payment for services will only be effective if based on acceptable 
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principles. Furthermore, the ability to pay has to be separated from indigent 

members of the community. 

 

5.4 The following principles should be considered 

 

5.4.1 The municipality should at all times be aware of the national credit control 

and debt collection initiatives. There are also numerous support 

mechanisms that the municipality need to be aware of.  

5.4.2 The municipal manager should report any challenges that officials are 

experiencing to enforce credit control and debt collection to the municipal 

council. Reporting frameworks to the municipality for credit control and 

debt collection should be decided upon by the municipality.  

5.4.3 Credit control and debtors procedures must be understandable, uniform, fair 

and consistently applied. Members of the community must understand these 

procedures to lessen possible disputes when applied. A fair, uniform system 

would ensure that any two community members in exactly the same 

situation would be treated in exactly the same way. This will enhance the 

community’s perception of the municipality and aid in the acceptance of the 

procedures.   

5.4.4 Credit control must be effective, efficient and economical. To be effective 

the credit control policies and procedures must result in the improvement of 

the recovery rate of the municipality’s debtors.  

5.4.5 The measures taken must be sustainable in the long term. Policies and 

procedures that are adopted should not be “quick fix” solutions but should 

lay the foundations for a system that can continuously and effectively 

address credit control issues.  

5.4.6 A proper indigent policy must be in place. Such a policy will enable the 

municipality to differentiate between community members that cannot pay 

and those that simply don’t want to pay. 

5.4.7 The implementation of this policy requires the full cooperation of all 

sections within the municipality. The cooperation of the finance, 

engineering, and corporate service divisions are particularly important for 

the implementation of this policy. 

5.4.8 Inherent in the credit control and debt collection policy is the Municipality’s 

vision of driving the right behaviour. The municipality will not utilise 

service providers (including directors and owners) who have not settled 

their municipal accounts.   
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6. Customer Care 
 

6.1 In terms of Section 95 of the Local Government Municipal Systems Act 2000, in 

relation to the levying of rates and other taxes by a municipality and the charging 

of fees for municipal services, the municipality must, within its financial and 

administrative capacity 

 

6.1.1 establish a sound customer management system that aims to create a 

positive and reciprocal relationship between persons liable for these 

payments and the municipality itself 

6.1.2 establish mechanisms for users of services and ratepayers to provide 

feedback to the municipality or other service providers regarding the 

quality of the services and the performance of a particular service provider 

6.1.3 take reasonable steps to ensure that users of services are informed of the 

costs involved in service provision, the reasons for the payment of service 

fees, and the way in which monies raised from the service are utilised 

6.1.4 where the consumption of services have to be measured, take reasonable 

steps to ensure that the consumption by individual users of services is 

measured through accurate and verifiable metering systems 

6.1.5 ensure that persons liable for payments receive regular and accurate 

accounts and indicate the basis for calculating the amounts due 

6.1.6 provide accessible mechanisms for those persons to query or verify 

accounts and metered consumptions, and appeal procedures which allow 

such persons to receive prompt redress for inaccurate accounts 

6.1.7 provide accessible mechanisms for dealing with complaints from such 

persons, together with prompt replies and corrective action by the 

municipality 

6.1.8 provide mechanisms to monitor the response time and efficiency in 

complying with the above point; and 

6.1.9 provide accessible pay points and other mechanisms for settling accounts 

or for making pre-payments for services. 

 

6.2 Credit control Customer Care are assented on the Batho-Pele Principles. 

 

7.  Disputes 

 

a) Dispute refers to the instance when a debtor queries any specific amount on his or 

her debtors account claimed by Theewaterskloof Municipality from that person. 

b) any person who has a dispute with Theewaterskloof Municipality has a right, in 

terms of section 34 of the Constitution, to have a dispute that can be resolved by 

application of law decided in a fair public hearing or before a court or, where 

appropriate, by another independent or impartial tribunal or forum; 

c) where the dispute process has been implemented in terms of sub-item (1) (b), 

section 102 (2) of the Systems Act will be applicable; 

d) the CFO or delegated authority has a right to declare a dispute on any specific 

amount claimed by Theewaterskloof Municipality from any person as may be 

considered necessary; and 

e) disputes lodged with Theewaterskloof Municipality prior to the implementation of 

this policy, in terms of any previous policy, shall continue to be dealt with in terms 

of that policy. 
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Chapter 2: Credit Control and Debt Collection Policy 
 

1. Debtors from services rendered 
 

1.1 The municipality will raise a debtor for all services delivered in line with the tariff 

and rate policy. The municipality will also raise a debtor for all other services where 

income is due to the municipality. 

 

1.2 A service agreement shall be entered into with the municipality for each new 

application to which the municipality is expected to provide all or any of the 

following services 

 

1.2.1 water; 

1.2.2 electricity (to be determined); 

1.2.3 refuse collection;  

1.2.4 sewerage; and 

1.2.5 sundries and other debt. 

1.2.6 The applicant may be required to undergo a full credit check in an 

endeavour to trace all debt inclusive of municipal debt owed by the 

applicant.  This will require the provision of; inter alia, acceptable means 

of identification. 

 

1.3 Such contract shall set out the conditions on which services are provided and shall 

require the signatory to note the contents of the municipality’s credit control and 

debt collection policy.  An abbreviated extract of this policy will be supplied to the 

consumer, as well an extract from the Municipal Systems Act 32/2000 relating to 

access to property.  

 

1.4 (a)  All new agreements, for the rendering of services, with non-indigent consumers 

will only be entered into with the owner of the property. (Section 118 of the 

Municipal Systems Act, Act 32 of 2000, should be brought under the attention 

of the owner or his duly authorised agent).  Except when an owner is 

untraceable the account can be opened in the name of the occupant.  

 

(b)  Indigent Tenants:  An account may be opened in the name of the tenant on 

successful application to be classified as indigent, provided that the owner 

gives written consent that the tenant is the occupant, the amount of monthly 

rental payable and a further undertaking that the owner must inform council in 

writing when the tenant vacates the house in order to terminate the subsidy.  If 

not terminated, the owner will be held liable for any undue subsidies granted 

to him (owner) or a new tenant.  (A separate group code must be opened for 

“Tenants Indigents”.) 

 

1.5 Other service level agreements could be entered into with various role-players to 

implement the socio-economic objectives of Government.   

 

1.6 Where no Service Level Agreement exists for functions rendered from other 

spheres of Government, Service Level Agreements need to be concluded. 
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1.7 Owners and tenants will be held responsible for the unpaid municipal charges of 

the tenants. This places a direct administrative obligation on owners to ensure that 

their tenants pay their municipal services.  A prescribed surety form must be 

completed by owners in respect of service agreements of tenants. 

 

2. Accounts for services rendered 
 

2.1 Accounts should be rendered promptly on a monthly basis to all consumers or 

owners of properties. Accounts must be prepared by the last working day of the 

month and must be posted to the consumers immediately thereafter as the consumer 

must settle the account on or before the 25th of every month.  

 

2.2 The account/invoice must be printed on a standard form which must contain the 

following details:  

 

2.2.1 consumer name 

2.2.2 consumer account number 

2.2.3 consumer postal address 

2.2.4 residence/erven details to where the service(s) have been supplied 

2.2.5 all details of services that have been supplied i.e. electricity, water, rates,  

refuse removal, etc. 

2.2.6 any outstanding balance from the previous month; 

2.2.7 amount paid;  

2.2.8 any accrued interest or fines 

2.2.9 VAT registration 

2.2.10 Date of meter reading 

 

2.3 Owners of property will be assured that accounts are accurate, and metered services 

are being read on a monthly basis. Where it is impractical to read meters, alternative 

control mechanisms will be used to prepare a fair account.   

 

2.4 In the event that the consumer does not receive an account due to unforeseen 

reasons, he/she is still obliged to pay the account that is due and payable. The onus 

shall be on the consumer to obtain a copy of the account before the due date. 

 

2.5 In Deceased Estates the following: 

 

The municipality reserves the right to terminate all services after death if the 

account fall into arrears or no new application for services is received. 

An account for services may be opened in the name of the 

occupant/tenant/beneficiary (the application for services needs to be accompanied 

by the registered owner’s death certificate and affidavit of date of occupation) 

No indigent subsidy will be approved if owner is deceased, unless the 

tenants/occupants/heir qualify in terms of the Indigent Policy and acceptable 

arrangements is made. 
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2.5.1 Deceased 

(a)        It is the responsibility of the occupant(s) of a property to immediately 

 submit a death certificate to the municipality in case of death of the r

 egistered owner of such a property. 

(b)       Confirmation from the office of the master of the high court should be  

  obtained to establish whether the deceased’s death has been reported and  

  whether an estate has been registered. 

(c)        Should the new owner be an indigent in terms of the indigent policy, the  

  total outstanding amount may be written off;  

(d)        however, if the new tenant/owner does not qualify for as an indigent in  

  terms of the indigent policy, the client shall be obligated to settle the  

  outstanding amount from the date of death up to the current date or to  

  arrange for a settlement agreement;  

i) an account to be opened in the name of the occupant; 

ii) debt that accumulated after the death of the owner, be transferred to the 

new account of the occupant and dealt with in accordance with Council’s 

debt collection- and credit control policy; 

iii) that, where property is registered in more than one owners name, the 

account not be regarded as deceased until death certificates of all 

registered owners are in Council’s possession; 

e)         Balances in arrears prior to the date of death should be registered as a 

 claim against the estate of the deceased.  

f)          If no estate exists, balances in arrears prior to the date of death should be 

 dealt with as follows: 

i) A new application for services must be completed. 

ii) The occupant must pay all outstanding debt regarding services and rates 

from the date stated on the death certificate. 

iii) If, however, the new owner (beneficiary / heir) is not in the position to 

settle the outstanding debt, the person can be assisted by undertaking an 

arrangement in accordance with the credit control and debt collection 

policy. 

(g)        child headed families, where the parents are deceased and only 

 unemployed minor children lives in the dwelling, the debt may be written 

 off. 
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3. Receipts and debtors collections 
 

3.1 All funds due to the municipality must be collected timeously and banked on a daily 

basis. Apart from not earning interest, cash left in the safe could result in higher 

insurance premiums to cover the additional risk. Cheque payments in excess of R 

100 000 must be deposited into the bank account on the same day when necessary. 

 

3.2 All moneys collected by the municipality must be banked in the primary bank 

account of the municipality.  Traffic money collected and deposited into traffic 

bank account must be transferred into the primary bank account daily. 

 

3.3 Moneys collected by some other agency on behalf of the municipality shall be paid 

over to the municipality or deposited in the bank account of the municipality in a 

manner prescribed by the municipal manager [Section 64(2)(d)]. 

 

3.4 The receipt of all monies collected by the municipality shall be acknowledged 

forthwith by the issue of a numbered official receipt.  Cash payment should not be 

made without a receipt being issued. 

 

3.5 The person responsible for receipting of monies received from debtors must not be 

the debtor’s clerk. The two positions must be kept separate and filled by different 

people. This is done to reduce the risks of fraud within the municipality. 

 

3.6 All receipts must be correctly allocated to the relevant debtor’s account. 

Furthermore, the amount must be correctly allocated to the services that are being 

paid for. A principle of oldest debt first will be followed. On current accounts 

credits will be allocated as follows 

 

3.6.1 first, to any unpaid costs incurred by the municipality in respect of notices, 

legal expenses and reconnections or reinstatements of services of the 

account or property concerned 

3.6.2 second, to any unpaid interest raised on the account 

3.6.3 third, to any unpaid sewerage charges 

3.6.4 fourth, to any unpaid refuse collection charges 

3.6.5 fifth, to any unpaid water charges 

3.6.6 sixth, to any unpaid electricity charges; and 

3.6.7 last, to any unpaid property rates. 

 

3.7 All payments on arrangements must first be offset against the current account. 

 

3.8 Any unknown receipts will be left temporarily in a debtor’s receipts clearing or 

suspense account. These amounts must be traced to deposits or remittances and 

must be followed up without delay by contacting the payee or bank where 

applicable, to verify for what or whom the payment was received. 

 

 

3.9 Consumers who pay electronically or by direct deposit must clearly specify the 

details of payment and / or send such details to the municipality. 
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3.10 Review debt collection performance by comparing the debtors outstanding in 

relation to total turnover. The outcome is then compared with previous financial 

years to determine the status of the debt collection process. 

 

4. Accuracy of customer billings 
 

4.1 The debtors system must correctly reflect all monies owed to the municipality. 

Furthermore, a well-managed debtors and banking control system must be 

implemented to ensure that funds owed to the municipality are correctly 

determined, received and banked.  The municipal accounts will be rounded up. 

 

4.2 If the municipality is unable to read any meter on any property because the meter 

has been rendered inaccessible through any act or omission of the accountholder or 

owner of the property concerned or a service is metered but it cannot be read due 

to financial and human resource constraints or circumstances out of the control of 

the municipality, the municipal manager shall estimate the consumption of the 

service concerned by determining the monthly average of the metered consumption 

recorded on the three most recent accounts for which meter readings were obtained 

(or a longer period, if justifiable). The accountholder will then be billed for the 

monetary value of such estimated consumption until the meter is again rendered 

accessible. 

 

4.3 Payment of consumption by contractor. 

 

Contractors will be treated as a business as per this policy. 

 

4.4  Right of access to premises  

 

 The owner and/or occupier of a premise must give an authorised representative of 

 the municipality access at all reasonable hours to the premises in order to read, 

 inspect, install or repair any meter or service connection for reticulation, or to 

 disconnect, stop or restrict, or reconnect, the provision of any service. The owner 

 accepts the cost of relocating a meter if satisfactory access is not possible.  

 

4.5  Water leakages  

  

a) If the leakage is on the side of the consumer, the consumer is responsible for the 

payment of the full account.  

b) The consumer has the responsibility to control and monitor his/her consumption.  

c) The consumer is responsible for private reparation of water pipes behind the 

meter.  

d) Water leakage discount will not be considered in the instances of leakages at 

irrigation systems, geysers or toilets.  

e) Where the loss of water resulted from malicious damage to external pipes & 

fittings and where this act was reported to the South African Police Service 

(SAPS) a case number should be provided.  

f) An abnormal water leakage will be dealt with as follows:  
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 A customer will qualify for a water leakage discount upon completing the 

prescribed application form with proof of the following attached:  

o An sworn affidavit that the leak was not easily detectable on the 

surface (proof  may be requested); 

o The leak was repaired within 72 hours since its detection;  

o The customer may apply only once in a cycle of 24 months for a 

discount; and 

o Suitable proof of repair should be submitted containing the following 

information:  

➢ Date and cost of repair; and  

➢ Affidavit from the person who has repaired the leak that the leak 

 was not easily detectable  

 Discount for usage will be calculated over the period the leak was present and 

will be equal to the consumption above the average normal consumption 

 Discount for business usage will be calculated over the period the leak was 

present and will be equal to the consumption above the average normal 

consumption 

 It is the responsibility of the customer to control and monitor his/her 

consumption.  

o Where there is an abnormal water consumption that cannot be 

substantiated after the meter test results are obtained, the Technical 

Officer or his delegated official must furnish the Head Financial 

Operations with a recommendation based on the consumption of the 

consumer’s average consumption pattern for the previous 12 months. 

 

4.6  Incentives for prompt payment  

 

 The municipality may, to encourage payment, and to reward good payers 

 consider, from time to time, incentives for the payment of accounts. Incentive 

 measures may be implemented as per Council resolution. 

 

5. Arrear accounts  
 

5.1 The following must be implemented in terms of section 96 of the Local Government 

Municipal Systems Act 2000 

 

5.1.1 An age analysis must be printed on a regular basis. Any amounts 

outstanding over 30 days must be followed up immediately. Consumers 

must settle the account on or before the due date of the account. 

5.1.2 When accounts are printed at the end of each month, the total of the accounts 

printed must agree to the age analysis. Any difference must be reconciled 

immediately and corrected. 

5.1.3 Any amounts over 30 days must be reported to the Chief Financial Officer. 

The consumer must be notified that should the account not be paid WITHIN 

48 HOURS FOR BUSINESSES or 14 (Fourteen) DAYS FOR 

RESIDENTIAL CONSUMERS the service(s) will be disconnected / 

restricted or prepaid water meter may be installed. It is the Finance 

Department’s responsibility to notify the Engineering Department 
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thereafter to the Town Manager of the relevant cut-offs (subject to 

compliance with Water & Service Electricity Acts). 

5.1.4 The consumer will be held liable for all disconnection and reconnection 

charges. 

5.1.5 A consumer’s supply may not be reconnected until such time as the 

consumers account is settled in full or with appropriate arrangements in 

terms of Section 7 including any reconnection/disconnection charges and 

interest that may have been accrued 

5.1.6 Should a consumer fail to pay their account even once the service has been 

terminated, the credit control and debt collection policy must be 

implemented to recover the outstanding amount due. 

5.1.7 The council may install smart/utility water and prepaid electricity meters at 

its discretion when debtors enter into agreement to pay off arrears. 

5.1.8 The council may replace existing credit meters for water and electricity with 

prepaid meters at its discretion to prevent debtors already in arrears to 

accumulate further debts for the services of water and electricity. 

5.1.9 In terms of Section 28(1) of Municipal Property Rates Act, 2004:  If an 

amount due for rates levied in respect of a property is unpaid by the owner 

of the property, the municipality may recover the amount in whole or in part 

from a tenant or occupier of the property, despite any contractual obligation 

to the contrary on the tenant or occupier.  The municipality may recover an 

amount only after the municipality has served a written notice on the owner 

and tenant/s and/or occupier/s. Any amount a municipality recovers from 

the tenant or occupier of the property must be set off by the tenant or 

occupier against any money owed by the tenant or occupier to the owner. 

The tenant or occupier of a property must, on request by a municipality, 

furnish the municipality with a written statement specifying all payments to 

be made by the tenant or occupier to the owner of the property for rent or 

other money payable on the property during a period determined by the 

municipality. 

5.1.10 The Municipality reserves the right to refer debtors in arrears to Credit 

rating Agencies for collection which could lead to these debtors being listed 

with an adverse credit rating. 

5.1.11 The municipality may- 

(a) consolidate any separate accounts of persons liable for payments to 

the municipality; 

(b) credit a payment by such a person against any account of that 

person; and 

(c) implement any of the debt collection and credit control measures 

provided for in this policy in relation to any arrears on any of the 

accounts of such a person. 

(d) The Municipality has the right to transfer any property debt owed 

by a tenant to the owner’s account of any property, in terms of 

sections 102 and 118(3) of the Systems Act. 

5.1.12 Disputes 

Withholding payments on levies for municipal services and property rates 

are limited to specific services and amounts.  Valid levies and other valid 

outstanding amounts are still payable and will not prohibit efforts to collect 

these valid amounts.  (Refer Art 102 of Systems Act) 

 

5.1.13 Query or verify of Consumer accounts 
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1) Query or verify 

 

(a) To query or verify an account refers to the instance when a 

debtor queries any specific amount or any contend contained in 

any account as rendered by TWK to that personas per the process 

contained herein; 

(b)When a debtor queries an account such debtor must furnish full 

personal particulars including any acceptable means of 

identification, all account numbers held with TWK Municipality, 

direct contact telephone numbers, fax numbers, postal and e-mail 

addresses and any other relevant particulars required by TWK; 

(c) All queries shall be acknowledged and dealt with as promptly 

and efficiently as possible by TWK Municipality 

(i) Where required an outcome shall be conveyed to the 

debtor; and 

(ii) Where an account query has arisen, the amount queried 

shall not be subject to the debt collection by TWK until the 

query has been resolved and the outcome has been 

communicated to all parties, where relevant; 

(d) The Municipal Manager may suspend any debt collection action, 

pending the outcome of any query; 

(e) Notwithstanding any query on any account the account must still 

be paid, in terms of the provisions contained in the policy, once 

any queries have been resolved, where relevant; or 

(i) Subject to any other legislation, payment must be based on 

the normal average of past accounts rendered until the 

query is resolved by the Municipal Manager; and 

(ii) That portion of the account which is not subject to the 

query must still be paid; and 

(f) Should a debtor not be satisfied with the outcome of the query, a 

debtor may lodge an appeal in terms of section 62, as read with 

Section 95 (f), of the Municipal Systems Act; 

(g) The onus will be on the debtor to ensure that a written 

acknowledgement of receipt is received for any correspondence 

lodged with TWK; and 

(h) The onus will be on the debtor to ensure that a suitable response 

to any query is received. 

 

2) General 

 

(a) The Municipal Manager may require that any official attend any 

meeting in order to assist with the investigation relating to the 

facts surrounding any query, verification of any account or any 

dispute;  and 

 

i) The Municipal Manager has the right to call for any 

document, book, and computer data or record which in his 

or her sole discretion is deemed necessary to assist in 

attempting to deal with any issue referred to in this policy. 
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ii) Failure to produce any information as required in terms of 

sub-item (i) may result in restriction, disconnection or 

discontinuation of any supply of services, or any relevant 

action in terms of this policy. 

 

6. Interest on arrears 
 

6.1 Interest at the rate as determined by the municipality (normally one percent higher than 

the prime rate) in accordance with the Municipal Systems Act 32, 2000 will be charged 

on arrears on the day the month end run will be conducted. For this purpose, part of a 

month will be treated as a full month.  Interest rate determined on a monthly basis at 

Prime + 1%. 

 

6.1.1 No interest to be charged on consumer accounts in the name of 

Theewaterskloof Municipality with the exception of rental contracts. 

 

6.1.2 The CFO or his/her designate will have the authority to write back interest 

after due consideration of the merits of each case brought before him. 

 

7. Debtor arrangements 
 

7.1 Extensions for payment will only be granted for 

 

7.1.1 administrative or calculation errors on accounts, however this is applicable 

to the disputed amount only and the undisputed amount must be paid in 

full 

 

7.1.2 the finalisation of a late estate; and 

 

7.1.3 Arrear account; and 

 

7.1.4 any other request for extension subject to the guideline laid down by this 

policy. 

 

7.2 Extension will be handled on the merit of the case and the term of extension should 

be handled on merit in a fair, unbiased and practical manner. Relevant 

documentation may be required to substantiate the arrangement.  

 

7.3 The municipal manager or his/her designate will use his/her discretion whether 

defaulting accountholders are allowed to make arrangements for the payment of 

arrears. Each defaulting accountholder shall be allowed a reasonable maximum 

period within which to pay an account in arrears, together with the interest accrued 

on such an account. A condition for such an arrangement shall be that the 

accountholder is bound to pay every current municipal account in full and on time 

during the period over which such an arrangement extends.  If an accountholder 

breaches any material term of an arrangement, the balance of the arrear accounts, 

together with the balance of interest raised on such account, shall immediately 

become due and payable to the municipality. Moreover, if the accountholder 
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defaults on such payment, the municipal manager or his/her designate shall 

terminate/restrict water and or electricity services to the property in question and 

shall forthwith institute legal action.  An accountholder who has breached an 

arrangement as set out above shall not be allowed to make any further arrangements 

for the account(s) in arrears. Instead, after dispatching the initial notice of default 

as stipulated in the actions against defaulters and the failure by the accountholder 

to pay the accounts in arrears, including the interest raised on such an account, the 

defaulting accountholder shall be proceeded against as required in terms of such 

notice, as though such accountholder had breached a material term of an 

arrangement. 

 

7.4 That the requirement that municipal debt should not be in arrears will be waved as a 

requirement for SMME’s and that it be agreed that debt payments must be deducted 

from payments due to appointed tenderers who owes the municipality. 

 

8. Unauthorised consumption of services 
 

8.1 A debtor who reinstates his/her full water and electricity capacity will be regarded 

as illegal and unauthorised. 

 

8.2 The connection will be removed at the owners cost and will not be reinstated until 

such time the full outstanding cost is paid to the municipality and the penalties, 

additional service connection, and consumer deposit will be levied in accordance 

with the municipality’s tariff of charges and by-laws. 

 

8.3 All current illegal connections will have five (5) working days to declare and 

legalise their connection from the date of the Notice. 

 

8.4 After the period of five (5) working days, all users of illegal connection will be 

prosecuted. 

 

8.5 The municipal manager shall, as soon as it comes to his notice  that any terminated 

or restricted service has been irregularly reconnected or reinstated, report such 

action to the South African Police Service (to criminally prosecute), disconnect or 

restrict such service(s), and not terminate or reinstate such service(s) until the 

accounts in arrears, including the interest raised on such account, the charges for 

the notice sent and the charges for both the original and subsequent reconnection 

or reinstatement of the service(s) and the revised deposit have been paid in full, 

together with such penalty as may be determined by the municipality from time to 

time. 

 

9. Action against non-payment or defaulters 
 

9.1  As the accrual system is used to record income it requires that all income must be 

collected to finance expenditure. The principle is accepted that recurring income 

must finance recurring expenditure within the budget cycle of twelve months. The 

debtors turnover rate should not at any time exceed the national norm of forty two 

days. 
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9.2 Letter of demand 

 

9.2.1 Notice will be given by letter of demand, electricity and water notice, or sms to 

every owner or consumer, who is in arrears with his/her municipal account, 

Registered Indigent Debtors may be excluded. 

 

Notices can be issued via hand or electronically which will be charged to the 

account. 

 

9.2.2 After each monthly due date for payment of municipal accounts for 

property rates and/or service charges, the municipal manager shall send 

out the letter of demand to every defaulting account holder.   Every 

defaulting account holder who as at the date of the notice not paid the 

monthly account in full or has not made an acceptable arrangement with 

the municipal manager for partial or late payment, a notice stating that 

unless full payment is received or an acceptable arrangement made with 

the municipal manager for partial or late payment, the municipal  water 

and electricity supply of the property to which the account in arrears 

relates, shall be terminated or restricted Fourteen (14) calendar days after 

the date of the notice  for residential properties and 48 hours for 

businesses. Disconnections/restrictions will not be affected for residential 

properties on Friday to Sunday or any day on / before a Public Holiday.  

It shall be specifically recorded that the water connection for residential 

consumers shall not be disconnected, instead it will be restricted. 

9.3 Restriction/discontinuance of service 

 

9.3.1 Water and electricity services 

 

9.3.1.1 Services will be restricted with immediate effect if payment 

arrangements are not adhered to. Alternative arrangements need to 

be in place. Should it be noted that consumption is registered after 

disconnection, the connection will be removed at the owners cost 

and will not be reinstated until such time the full outstanding cost 

is paid to the municipality including the additional service 

connection and consumer deposit required. There must be no 

political interference in the process being followed by the 

municipal manager in the collection of tariffs (Municipal Finance 

Management Act). 

 

9.3.1.2 If the municipal manager is of the opinion that the restriction of 

water services, in the case of a particular property in respect of 

which the account is in arrears, is not in the best interest of the 

community – specifically because of the potential endangerment of 

the life of any person, whether a resident in or outside the property 

is concerned – he/she may appropriately restrict rather than 

terminate the water and electricity services in question, provided 

that such restricted services shall not exceed 6 kl per month in the 

case of water. 
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9.3.1.3 If a debtor’s account is in arrears for more than 30 days, water and 

electricity will be restricted (or disconnected where appropriate) 

to the minimum level (where appropriate) as approved by 

municipality in the budget for the year  It shall be specifically 

recorded that the water connection for residential consumers shall 

not be disconnected, instead it will be restricted. 

 

 A disconnection fee will be charged to the account.  Reconnection 

fee and increased deposit is payable before services are reinstated. 

 

 

9.3.2 Rates, Refuse Removal, Sewerage, and sundries 

 

The municipality will institute legal action and take steps to attach or 

dispose of the applicable properties in lieu of outstanding rates and charges. 

 

The accounting officer may also consider discontinuing certain services 

where possible until sufficient payments are received and or acceptable 

arrangements are in place. 

 

The municipality may restrict water or disconnect electricity if any of the 

above services are in arrears. 

 

 

 

9.3.3 Land and rental instalments 

 

The deed of a sale or a lease agreement will be cancelled and eviction 

orders will be obtained. Outstanding amounts will be recovered through 

legal action (defined in the deed of sale) and/or listing with the 

Information Trust Corporation (Credit Bureau). 

 

 

9.4 Agents’ attorneys and other collection agents 

 

All external agents acting on behalf of a municipality are to be named together with 

their account details and contact information. Under no circumstances may agents 

negotiate terms, extend payment periods or accept cash on behalf of a municipality, 

unless specifically instructed in writing to do so. The liability for the cost of legal 

action and other credit control actions must, as far as is legally possible, be for the 

account of the debtor. 

9.5 Legal action 

 

9.5.1 The issuing of letter of demand to defaulters is the beginning of a legal 

process and payments for amounts outstanding can only be made to the 

municipality. 

9.5.2 It is important that legal action be instituted against defaulters when the 

credit control section was unsuccessful with the collection process. The 

legal process (including judgement and execution of firstly moveable and 
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thereafter immoveable assets) will be followed against defaulters who do 

not respond to letters of demand. 

9.5.3 In any event, if water and electricity services have been terminated or 

restricted in the case of a property in respect of which the account is in 

arrears, and the accountholder has not paid such arrears, including the 

interest raised on such account, or made an acceptable arrangement with the 

municipal manager for the payment of the account in arrears, including the 

interest raised on such account, within a period of 28 (twenty eight) calendar 

days after the date of termination or restriction of the service(s) concerned, 

the municipal manager shall forthwith institute legal action. 

9.5.4 If accounts are handed over for collection to an external Attorney, the debtor 

will be responsible for all legal costs to the Municipality. 

9.6 Credit Bureau listings 

 

The names of debtors in accordance with the municipality’s records will, after court 

judgement, be automatically listed with credit bureaus simultaneously with the 

handing over of amounts for collection.   

 

10. Realistic targets/performance management 
 

In terms of the budget approved by the municipality, and in accordance with 

commonly accepted best practice, this municipality will have to strive to its utmost 

to ensure that payment levels for the present and future financial years, in respect 

of all amounts legitimately owed to the municipality – that is, inclusive of the 

balance of the monthly accounts payable by registered indigents – are maintained 

at a high level. 

 

 

11. Consumer deposits 
 

Deposits of defaulters may be adjusted or recalculated to cover at least two times the 

estimated consumption and basic fees for the services of water, electricity, refuse and 

sewerage. The minimum deposits required shall be approved with the tariff and charges 

annually. The deposits will be applied to defaulters and new owners. 

 

In cases of defaulting, in terms of payment of municipal services, deposits may be 

increased according to the approved tariffs. The municipality will not pay any interest on 

deposits and on the termination of the agreement the amount of the deposit less any 

outstanding amount due to the municipality will be refunded to the consumer. 

 

12. Other debtors 
 

Amounts due to the municipality for any other services rendered shall be due and payable 

when the service is rendered. Notwithstanding any disputes that may arise, the outstanding 
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amounts will bear interest and all amounts outstanding shall be handed over for collection 

in terms of the Credit and Debt Collection Policy. 

13. Indigent households 
 

Indigent households will be handled in terms of the municipality’s indigent policy. 

Although the municipality has adopted an indigent policy, every consumer will be subject 

to conditions set in this policy and any bylaw that emerges from this policy. 

 

14. Uncollectible arrears 
 

The effective implementation of the present policy also implies a realistic review of the 

municipality’s debtors’ book on an ongoing basis. The municipal manager should regularly 

report to the municipal council on irrecoverable arrears written off by the Municipal 

Manager in consultation with Executive Mayor and Director: Financial Services taking in 

account prescription and economic benefit of such write off.  All debts written off must be 

reported to Council at least quarterly in terms of the Write-off Policy. 

 

15. Writing off bad debts 
 

Debt will only be considered as irrecoverable and only be written off after all reasonable 

steps have been taken to recover the debt, in accordance with this policy, and the 

municipality is convinced that 

 

15.1 recovery of the debt would be uneconomical 

15.2 recovery would cause undue hardship to the debtor or his/her dependants; 

and 

15.3 it would be an advantage to the municipality to effect a settlement of its 

claim or to waive the claim 

15.4 qualify for consideration as follow: 

(a) all reasonable notifications and cost effective legal avenues have 

been exhausted to recover a specific outstanding amount; or 

(b) any amount equal to or less than R1000.00, or as determined by 

Council from time to time, will be considered too small, after 

having followed basic checks, to warrant further endeavours to 

collect it; These amounts to be submitted to the Chief Financial 

Officer for consideration to write –off.   These amounts to be 

presented to Council for notification after the fact. 

(c) the amount outstanding is the residue after payment of a dividend 

in the rand from an insolvent estate; or 

(i) there is a danger of a contribution; or 

(ii) no dividend will accrue to creditors; or 

(d) a deceased estate has no liquid assets to cover the outstanding 

amount following the final distribution of the estate; or 
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(i) where the estate has not been reported to the Master and 

there are no assets of value to attach; or 

(ii) it has been proven that the debt has prescribed; or 

(e) the debtor is untraceable or cannot be identified so as to proceed 

with further action; or 

(f) the debtor has emigrated leaving no assets of value to cost 

effectively recover Councils claim; or 

(g) it is not possible to prove the debt outstanding; or 

(i)  a court has ruled that the claim is not recoverable; or 

(ii) the outstanding amount is due to an irreconcilable 

administrative error by the Municipality; or 

(h) conversion of old dormant account balances of debtors, inherited 

from the previous municipalities which now form part of the 

Theewaterskloof Municipality, and where reasonable steps have 

been taken to recover these debts; or 

(i) all debtors who are registered as indigent as more fully set out in 

Indigent Policy will have their arrears written off; or 

(j) an offer of full and final settlement written offer must be submitted 

to a committee of Council for consideration  

(k) all arrears may be written off to bad debts where Council- 

(i)  expropriates any property; or 

(ii)  purchases any property in terms of item 10 (1) (f); or 

(l) through supporting Theewaterskloof housing related debt 

management processes and in instances where a housing debtor 

has applied for and been granted a housing indigent grant in terms 

of the Indigent Policy, all debt related to that property for that 

debtor (excluding capital debt of home ownership units), up to the 

date of granting of indigent status will be written back.  

(m) this assistance will only be granted to an organization subject to 

the condition that an electricity repayment meter and a water 

management device must be installed, where applicable; 

(n) should any tampering with or bypassing of the water and electricity 

meters be discovered, any arrears written-off, in terms of this sub-

item, will become payable with immediate effect and any other 

action as per any legislation or policy that applies to such 

tampering and/or bypassing will be instituted; 

 

15.5. Authorisation 

(1) In respect of other debt, schedules indicating the debtor account 

number, the debtor’s name, the physical address in respect of which 

the debt was raised, address, erf number, if applicable, amount per 

account category as well as a reason to write-off the amount must 

be compiled. 
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(2) Notwithstanding the above, the Municipality or its authorised 

officials will be under no obligation to write-off any particular debt 

and will always retain sole discretion to do so. 

 

15.6 be disclosed in the annual financial statements, indicating the policy in 

terms of which the debt was written off; and  

 

15.7 Council to only consider writing off debts by indigent consumers who 

have been classified as indigent consumers for more than 3 (three) months. 

16. Issuing of Rate Clearance Certificates 
 

17.1 The following fees must be paid before a rates clearance certificate is 

issued: 

 

17.1.1 Valuation certificate. 

 

17.1.2 Clearance certificate. 

 

17.1.3 Municipal service fees, surcharges on fees, property rates and other 

municipal taxes, levies and duties for a minimum of three (3) months 

or as determined in the application request from the Attorneys. 

 

In terms of section 118 of the Local Government:  Municipal 

Systems Act, 2000 (Act 32 of 2000) it is hereby certified that all 

amount that became due to Theewaterskloof Municipality in 

connection with the under mentioned property situated within the 

municipality for municipal service fees, surcharges on fees, property 

rates and other municipal taxes, levies and duties during the 2 (two) 

years preceding the date of application for this certificate, have been 

fully paid. 

 

If however there is still an amount outstanding debt on a said 

property which remains a charge upon the property by virtue of 

Section 118 (3) of Systems Act and is then deemed to be recoverable 

from any owner at the time through instituting legal proceedings. 

 

Municipal debts include: debts up to 30 years old for rates, refuse 

and sewer charges;   and debts up to 3 years old for electricity and 

water consumption. 

 

Section 118 (1) refers to debts incurred within the “two years” prior 

to the application for a clearance certificate.  Such debt must be paid 

in full, failing which the municipality can exercise a restraint on the 

transfer of the property until the debt is settled.  Such a provision is 

known as a veto or embargo provision. 

 

Section 118 (3), creates a charge over the property in favour of the 

municipality.  In addition Section 118 (3) gives the municipality a 
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“preferent” right which ranks higher than that of the Bank in respect 

of mortgaged property. 

 

The Municipality can take legal action against the present owner of 

a property for any municipal debts owing by that owner and any 

previous owner of that property, provided the amounts have not 

prescribed and that all by-laws have been complied with.  It can 

include debts up to 30 years old (for rates, refuse and sewer charges) 

and 3 years old (for electricity and water consumption), including 

debts of more than one previous owner.    Such legal action would 

entail suing the new owner for the old owners debt and attaching 

and selling the property itself, which stands as security in terms of 

Section 118 (3). 

 

The municipality’s right to claim the proceeds of the sale of property 

trumps the banks right to claim what is owed in terms of the 

mortgage bond.  Consequently the banks risk assessment of 

purchasers of immovable property can never be accurately done, as 

it cannot realistically assess the risk that the purchaser may be called 

upon to settle the debts of previous owners. 

 

If however there is still an amount outstanding debt on a said stand, 

which remains a charge upon the property by virtue of Section 

118(3) of the Systems Act and is deemed to be recoverable from any 

owner at the time of legal proceedings. 

 

17.2 All debt must be recovered (including tenants’ accounts) before Clearance 

Certificates are issued:  Owner remains liable for all debt to a property. 

 

17.3 Business Licences are not granted to those who owe council. 

17. General 
 

This policy is to be applied by all officials in the Municipality. 

 


