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GOVERNMENT NOTICE

No. 522 29 June 2007

NATIONAL TREASURY

No. 522 29 June 2007

LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT, 2003

EXEMPTIONS

I, Trevor A Manuel, Minister of Finance, acting in terms of section 177 of the Local
Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003), hereby
exempt municipalities and municipal entities from, or in respect of, section 122(2) and (3)
of the Act, to the extent set out in the Schedule hereto.

Signed at Tshwane on this 26th day of June 2007

T.A. MANUEL, MP

MINISTER OF FINANCE
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SCHEDULE

Definitions
1. In this Schedule a word or expression to which a meaning has been assigned in

section 1 of the Act has the same meaning as in the Act, and —

“high capacity municipality”, “medium capacity municipality” and “low capacity
municipality”, respectively, has the meaning assigned to it in Government Notice No.
773 of 1 July 2004, issued in Government Gazette No. 26511, and, for purposes of this

Schedule, does not include its municipal entities;

“relevant treasury”, in relation to a provision of this Notice, means the National
Treasury, or if the National Treasury’s function in terms of such provision has been

delegated to a provincial treasury, that provincial treasury;

“the Act” means the Local Government: Municipal Finance Management Act, 2003 (Act
No. 56 of 2003).

High capacity municipalities

2. (1) High capacity municipalities are hereby exempted from complying with
section 122(2) of the Act to prepare consolidated financial statements for the 2006/07
and 2007/08 financial years.

@ High capacity municipalities are hereby exempted from complying with
section 122(3) of the Act to the extent that they are required in the preparation of their
financial statements to comply with the standards and parts or aspects of standards
specified in the second column of the Annexure hereto. This exemption applies in
respect of the 2006/07 and 2007/08 financial years unless specified otherwise in the

third column of the Annexure.

(3) The exemptions referred to in subclauses (1) and (2) are subject to the
following conditions:
(@) No high capacity municipality may deviate from an exemption in terms of this
Notice unless the municipality has consulted the relevant treasury before 31 July
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of the year concerned and has agreed with that treasury on the basis of
presentation of the annual financial statements, or any consolidated financial
statements if such consolidated statements are to be presented.’

(b) Any agreement referred to in paragraph (a) must be in writing and submitted to
the National Treasury before 15 August of the relevant year.

(©) The annual financial statements of a high capacity municipality must have an
annexure attached in which the annual financial statements of each of its entities
are contained, except when the municipality presents consolidated financial
statements under an agreement in terms of paragraph (a).

(d) High capacity municipalities must before 30 October 2007 and before 31 March
2008 submit to the National Treasury and the relevant provincial treasury an
implementation plan, in a format determined by the National Treasury, reflecting
progress towards full compliance with sections 122(2) and (3) of the Act.

(e) The notes to the annual financial statements of high capacity municipalities must

disclose —
()] the specific exemptions set out in the Annexure hereto applicable to those
statements;

(ii) the progress made towards achieving full compliance with the standards
referred to in section 122(8) as measured against the
implementation plan referred to in paragraph (d);

(iii) an explanation of the extent to which the information in the annual
financial statements would need to be adjusted for full compliance with
those standards; and

(iv) any other relevant information concerning the exemptions that may

enhance the usefulness of the annual financiai statements.

Medium capacity municipalities

3. (1) Medium capacity municipalities are hereby exempted from complying
with —

(@) section 122(2) of the Act to prepare consolidated financial statements; and

! As high capacity municipalities are exempted in terms of clause 2(1) to prepare and submit consolidated
financial statements for the 2006/07 and 2007/08 financial years, the Auditor General will only audit those
consolidated statements that are presented under an agreement in terms of this clause. The same
arrangement applies for medium and low capacity municipalities except that in the case of low capacity
municipalities the exemption is granted for the 2008/09 financial year as well. See similar clauses below.
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(b)

section 122(3) of the Act to the extent that they are required in the preparation of
their financial statements to comply with the standards referred to in that

section.

2 The exemptions referred to in subclause (1)(a) and (b) apply in respect of

the 2006/07 and 2007/08 financial years only and are subject to the following conditions:

(@)

(c)

(d)

(e)

Medium capacity municipalities must prepare and submit their annual financial
statements for the 2006/07 and 2007/08 financial years using the same basis of
accounting applied in the 2005/06 financial year.

No medium capacity municipality may deviate from paragraph (a) or from an
exemption in terms of subclause (1)(a) or (b) unless the municipality has
consulted the relevant treasury before 31 July of the year concerned and has
agreed with that treasury on the basis of presentation of the annual financial
statements, or any consolidated financial statements if such consolidated
statements are to be presented.

Any agreement referred to in paragraph (b) must be in writing and submitted to
the National Treasury before 15 August of the relevant year.

The annual financial statements of a medium capacity municipality must have an
annexure attached in which the annual financial statements of each of its entities
are contained, except when the municipality presents consolidated financial
statements under an agreement in terms of paragraph (b).

Medium capacity municipalities must before 30 October 2007, and thereafter
annually submit to the National Treasury and the relevant provincial treasury an
implementation plan, in a format determined by the National Treasury, reflecting
progress towards full compliance with sections 122(2) and (3) of the Act.

Low capacity municipalities

4,
with —
(@)

(b)

(1) Low capacity municipalities are hereby exempted from complying

section 122(2) of the Act to prepare consolidated financial statements; and
section 122(3) of the Act to the extent that they are required in the preparation of
their financial statements to comply with the standards referred to in that

section.
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2 The exemptions referred to in subclause (1){a) and (b) apply in respect of
the 2006/07, 2007/08 and 2008/09 financial years only and are subject to the following
conditions: ‘

(a) Low capacity municipalities must, in respect of the 2006/07, 2007/08 and
2008/09 financial years, prepare and submit their annual financial statements
using the same basis of accounting applied in the 2005/06 financial year.

(b) No low capacity municipalities may deviate from paragraph (a) or from an
exemption in terms of subclause (1)(a) or (b) unless the municipality has
consulted the relevant treasury before 31 July of the year concermed and has
agreed with that treasury on the basis of presentation of the annual financial
statements, or any consolidated financial statements if such consolidated
statements are to be presented.

(c) Any agreement referred to in paragraph (b) must be in writing and submitted to
the National Treasury before 15 August of the relevant year.

(d) The annual financial statements of a low capacity municipality must have an
annexure attached in which the annual financial statements of each of its entities
are contained, except when the municipality presents consolidated financial
statements under an agreement in terms of paragraph (b).

(e) Low capacity municipalities must before 30 October 2007, and thereafter
annually, submit to the National Treasury and the relevant provincial treasury an
implementation plan, in a format determined by the National Treasury, reflecting
progress towards full compliance with sections 122(2) and (3) of the Act.

Municipal entities

5. (1) Municipal entities are hereby exempted from complying with section
122(3) of the Act to the extent that they are required in the preparation of their financial
statements to comply with the standards referred to in that section.

2 The exemptions referred to in subclause (1) apply in respect of the
2006/07, 2007/08 and 2008/09 financial years only and are subject to the following
conditions:

(@) Municipal entities must, in respect of the 2006/07, 2007/08 and 2008/09 financial
years, prepare and submit their annual financial statements using the same basis
of accounting applied in the 2005/06 financial year.
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(b)

Municipal entities must comply with any new standards prescribed in terms of
section 91(b) of the Public Finance Management Act, 1999 (Act No. 1 of 1999)
and which apply to municipal entities.

No municipal entity may deviate from paragraph (a) or (b) or from an exemption
in terms of subclause (1) unless the entity has consuited its parent municipality
and the relevant treasury before 31 July of the year concerned and has agreed
with the parent municipality and that treasury on the basis of presentation of its
annual financial statements.

Any agreement referred to in paragraph (c) must be in writing and submitted
to the National Treasury before 15 August of the relevant year.

Effective date

6.

This Notice takes effect on 30 June 2007.

ANNEXURE
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IMPORTANT NOTICE

GPW wishes to apologise for any confusion
created by our previous notice concerning the

method of payment (herewith the corrected
version of the notice):

ACCEPTABLE PAYMENT FOR SERVICES
AND GOODS IN GOVERNMENT PRINTING
WORKS

WITH IMMEDIATE EFFECT ALL
PAYMENTS FOR SERVICES RENDERED AND GOODS DIS-
PATCHED SHOULD BE BY MEANS OF CASH, ELECTRONIC
TRANSFER OR BANK GUARANTEED CHEQUES

IMPLEMENTATION OF THIS
CIRCULAR IS WITHOUT EXCEPTION

S. MBHELE
EXeEcUTIVE DIRECTOR: MARKETING

Tel.: (012) 334-4764
Cell: 082 889 5059
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Sabinet Online Ltd has established itself, for
more than a decade, as a leader in facilitating
electronic access to gazetted information.

Sabinet
Nodive

Are you looking for information published in Gazettes
such as changes to Acts, Regulations of Acts, Notices, Liquidation &
distribution accounts on deceased estates?

Search no more.

Sabinet Online's SA Gazettes provides immediate access to
full-text databases of Government and
Provincial Gazettes, the Government Gazette Index
and Parliamentary Bills. Updated daily.

The SA Gazettes is considered in all
industry sectors as the most
comprehensive collection of searchable
gazette data on the Internet. With SA
Gazettes you have access to the electronic
full-text of the Government Gazette and all
Provincial Gazettes.

» The Government Gazette - from January
1994

« All Provincial Gazettes - from September
1995

» Indexes pertaining to the past week's
Government and ali Provincial Gazettes.

« Parliamentary Bills - from January 1999

We facilitate access to information

www.sabinet.co.za
Tel: +27 12 643 9500; Fax: +27 12 663 3543; E-mail: info@sabinet.co.za
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