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INTRODUCTION

This document is only a guideline and it is possible that some issues might not
have been addressed. The intention of this document is only to assist the various
municipalities with regard to the transitional arrangements. It is also important to
note that this document was not drafted to cater for unique situations, but as a
general guide to all municipalities.

Amalgamation is on our doorstep and it is crucial that certain financial and other
related issues be addressed as a matter of extreme urgency. This challenge must
be faced in an organised manner and necessary steps must be taken to ensure
smooth transformation and restructuring.

Planning and implementation should be done in specific timeframes and phases
and the pitfalls in relation to the various stages must be identified and well
managed. It has become evident that crucial matters should be addressed with
regard to the establishment process. It is therefore necessary that guidelines be
issued with regard to the different phases in the transformation process and what
should happen in these phases. There should also be a clear understanding of the
phases as well as the crucial issues that should be addressed.

Broadly, the stages relevant to this transformation should include the following:

The assessment of the situation of all current councils

The formulation of strategies on how to address the situation

The implementation of the strategies

The monitoring of the implementation and corrective steps, if necessary

Another principle that should be addressed in the formulation of the strategy is
the phases when certain actions should take place to ensure a smooth transition.

These phases are classified as follows: - (See Annexure A)

e Phasel- Drafting and finalisation of the section 12 establishment
notices.

e Phase?2- Situational analysis (“stocktaking”) and planning to facilitate
phase 4.

e Phase 3- Municipal Elections.

e Phase4- Disestablishment, establishment and operational phase

e Phaseb- Implementation and development phase.
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All these phases will need certain information or detail that should be addressed
and should be specified in a transformation strategy.

PHASES OF THE TRANSFORMATION PROCESS

2.1.

2.2

Drafting and Finalisation of Section 12 Establishment Notices. (Phase 1)

This phase entails the drafting of the section 12 notices. A draft section 12
notice was provided to all provinces in order to ensure the alignment of all
section 12 notices that were promulgated.

The section 12 notice addressed the following :-

e  The transfer of assets, rights, obligations and liabilities.

e The transfer of those of the aforementioned assets comprising
investments, cash and current credit balances in the accounts of
financial institutions.

e The transfer of all administrative and other records relating to the
assets, rights, liabilities and obligations referred to.

e  The transfer of staff.

e Insurance.

e  The establishment of a Transitional Facilitation Committee.

In addition to the draft section 12 notice which was issued previously, a
further framework document regarding the division of powers and functions
in terms of the Municipal Structures Act, 117 of 1998, as amended, is
attached as Annexure B.

Drafting of the Situational Analysis (‘“‘stocktaking) and Planning to
Facilitate phase. (Phase 2)

In phase two of the transformation process it will be required from
municipalities to draft a status quo report with regard to their areas of
jurisdiction.

The amalgamation of local authorities and in some instances the division of
disestablished municipalities, will require a detailed assessment of the
current situation. This analysis must at the very least address the current
status of a council taking in consideration the following areas of concern:



2.3

2.4

Assets,

Liabilities,

Financial position,

Human resources,
Information technology,
Infrastructure,

Infrastructure backlogs,
Maintaining financial control,
Any other relevant issue.

A detailed Pro-forma Situation Analysis (Status Quo Report) was forwarded
to all Provinces on 23 October 2000 for distribution to all local authorities.

Municipal Elections. (Phase 3)

The elections will take place as announced on 5 December 2000, and the
process is driven by the I.E.C.

Disestablishment, establishment and operational phase. (Phase 4)

Once the situation analysis has been compiled, it is imperative that a
combined report be drafted which should be evaluated. This assessment of
the new municipal area should be done in such a manner that it would form
the basis document for the newly elected councillors to commence with a
strategic/planning process. It could be possible to make certain
recommendations that flow from the evaluation to the newly elected
councillors.

The analysis should include a financial analysis and it is essential that a
financial model be drafted to assist the strategic process.

The principle of structure follows strategy must be applied, and one should
not draft an administrative organogram before the new council has
formulated a complete strategy.
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2.5 Implementation and Development phase. (Phase 5)

In this phase the alignment of the major issues will take place. It should be
noted that councils may be in different stages of implementation.

3. PRIORITISATION OF KEY PERFORMANCE AREAS AND
CRITICAL TRANSITIONAL ARRANGEMENTS WITHIN SPECIFIC
TIMEFRAMES

Timeframe Priority
Before 6 December 2000. (Including the first A
meeting of council)

After 6 December 2000 — 30 June 2001. B

1 July 2001 onwards. C

4. EFRAMEWORK FOR POINT OF DEPARTURE

4.1 The amendment of Section 14 of the Principal Structures Act, 33 of 2000
reads, inter alia, as follows: -

“I(a) A municipality established in terms of section 12 in a particular area,
supersedes the existing municipality or municipalities to the extent that the
existing municipality or municipalities fall within that area.”

Sections (d) 3 (b) (i) and (ii) reads as follows: -

“(i) the staff transferred from the existing municipality to the superseding
municipality form an administrative unit that functions as such until
the superseding municipality has established a staff structure and has
appointed staff to positions on that staff structure; and

(ii) such administrative unit functions under the control of the municipal
manager or acting municipal manager of the superseding
municipality.”
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4.2 This interim measure is to ensure that all areas are run smoothly in order to
ensure continuous service delivery. Furthermore, it has to ensure that all
staff is aware of what is expected of them on the effective date. It must be
understood that this is an interim measure to allow the new structures to
become operational.

4.3 1t is further important that the administrative unit is_not a legal persona
and that they can only operate under the authority of the new council.
They will perform their duties and only operate as “trading as entity” of
the new council.

4.4 Disestablished councils must continue operating where it is practical and
possible as administrative units of the new established council.

KEY PERFORMANCE AREAS.

Normally a Municipal Treasury Department is responsible, inter alia, for the
functions as contained in Annexure C. It is important that these key performance
areas are carefully evaluated in order to identify additional critical transitional
arrangements. (Day one issues)

CRITICAL TRANSITIONAL ARRANGEMENTS (DAY ONE ISSUES)

Taking into consideration the point of departure and the key performance
areas certain critical arrangements should be made in order to ensure a smooth
transition. The following day one arrangements should be addressed as a matter
of priority within the set timeframes:

CRITICAL DAY

ONE ACTION TO PERFORM PRIORITY
ARRANGEMENT
6.1 Assets 6.1.1 The asset register of the disestablished A

councils must be kept in place and up to
date by the respective administrative
units.

6.1.2 Where assets were transferred to other B/C
councils, it should be addressed as soon
as possible after amalgamation, and the
asset registers should be updated



CRITICAL DAY
ONE
ARRANGEMENT

6.1 Assets (Cont)

6.2 Banking
arrangements

ACTION TO PERFORM

6.1.31t is further suggested that the
administrative head of each of the
administrative  units retains  his/her
responsibilities and is accountable for
asset management.

6.1.4 The administrative unit must retain the
policy in place with regard to the
acquisition and disposal of assets. It is
advisable that a policy be adopted by the
new council as soon as possible with
specific reference to procurement.

6.1.5 It is recommended that the new council
perform a complete audit of all assets
transferred not later than 30 June 2001,
to ensure that all assets are in good
condition and used effectively.

6.2.1 1t is important that interim arrangements
be made with regard to bank accounts of
the administrative units.

6.2.2 To ensure a smooth transition the current
bank accounts of administrative units
should stay open, subject to the
implementation of effective control
measures by the new council.

6.2.3 The banking institution where the bank
account is kept must be informed that the
administrative unit is trading as an entity
of the new council.

6.2.4 Proper control over these bank accounts
iIs essential, and overdraft facilities
should not be used, unless the new
council agrees to it.

PRIORITY

A/B

A/B



CRITICAL DAY

ONE ACTION TO PERFORM PRIORITY
ARRANGEMENT
6.3 Budget 6.3.1 The Municipal Manager is the A

accounting officer in terms of existing
and proposed legislation and it is
suggested that for the interim the budget
office be situated at the offices of the
Acting Municipal Manager, unless a
Chief Financial Officer or Acting Chief
Financial Officer has been appointed.

6.3.2 The revision of the current budgets A
(2000 / 2001) of the existing councils is
the first step that should be taken. This
process will entail the amalgamation of
the budgets of the existing councils in
the area of the new council, as well as
the revision thereof, if necessary.

6.3.3 An amalgamated budget as described A/B
above should be drafted and be
submitted to the new council for
cognisance. It should be noted that in
some cases such a budget could be
changed specifically where
administrative units would no longer
need such allocations in their respective
budgets. This could include councillor
allowances, which will be paid by the
new council. Other general expenditure
of a council could also be “transferred”
to the new council.

6.3.4 The effects of amalgamation on the A/B
budgets of existing municipalities not
fully incorporated into the new council’s
area and how financial implications are
taken care of should form part of the
report that must be submitted.

6.3.5The financial  administration  of A/B
councillor remuneration should be
centralised, to ensure proper control until
the new council determines a centralised
office.



CRITICAL DAY

ONE ACTION TO PERFORM PRIORITY
ARRANGEMENT
6.3 Budget (Cont)  6.3.6 Details of votes, as applicable at the A

existing councils, should be submitted

within seven days after the effective date

to the Acting Municipal Manager

entailing the following:-

— Detailed description of the vote

— Budgeted amount

— Actual expenditure up to 5 December
2000.

— Remaining balance.

The following votes could be used as a

guide of the possible votes that should be

“transferred” to the new council:-

e Marketing projects (transformation)

e Transformation issues,

e Subsistence and travel allowances for
councillors,

e Conference fees for councillors,

e Civic functions,

e Ad hoc requests,

e Community requests,

e Overseas tours,

e Strategic planning,

e Mayoral functions,

e Allowances with regards to general
purposes for the mayor and deputy
mayor,

e Corporate gifts,

e Council contributions to medical aid,
pension, cellular phones, transport and
any other allowance for councillors.



CRITICAL DAY
ONE
ARRANGEMENT

6.3 Budget (Cont)

ACTION TO PERFORM

6.3.7 The Acting Municipal Manager or a
delegated person must ensure that all
administrative units stay within their
respective budget limits, and where any
increases are necessary the National
Department of Finance should be
notified. No administrative unit should
increase its budget without the approval
of the new council.

6.3.8 The new council will have control over
the budgets in its area of jurisdiction, and
administrative units will not be able to
operate independently.

6.3.9 The Acting Municipal Manager is the
accounting officer and a proper reporting
system on the budget and finances of the
administrative units should be put in
place.

6.3.10 A new budget must be drafted for the
new _council _for the 2001/2002
financial year. This could imply that
administrative units will be required to
draft their respective budgets which will
then be amalgamated.

6.3.11 It is important that all accounting
policies are standardised for the purposes
of budget compilation, this will include
Contributions to Reserves etc.

PRIORITY

A/B

A/B

A/B



CRITICAL DAY

ONE

ARRANGEMENT
6.3 Budget (Cont)

6.4 Cash
Management

10

ACTION TO PERFORM

6.3.12 To comply with legislation the budget
for the new council should be drafted to
include the following:-

e Actual revenue and expenditure for
the year preceding the previous
financial year. This might not have the
desired impact and it might not be
possible to do it.

e Projected revenue and expenditure for
the previous year.

e Estimates for the budget year.

e Provision for possible future multi-
year budgets.

6.3.13 The following budgets should be
drafted:-

e Operational budget
Salary budget, Vehicle budget etc.
e Capital budget

Infrastructure, Operational equipment
etc.

6.3.14 A five-year capital program from
2001/2002 should also be compiled, and
it must be included in the draft 1.D.P. of
the new council.

6.3.15 Local authorities should start as soon as
possible to compile the new budgets. It is
advisable to compile the salary budget
with only the current approved positions
and current salary levels, until a new
human resource structure is approved by
the new council.

6.4.11t is important that administrative units,
before disestablishment operate within
their  respective cash flows. The
disestablishment of any council does not
mean that there is additional cash
available.

PRIORITY

B



CRITICAL DAY
ONE
ARRANGEMENT

6.4 Cash
Management
(Cont)

6.5 Cash
management
and
Investments

11

ACTION TO PERFORM

6.4.2 It is the duty of the administrative unit to
operate within cash flow constraints, and
it should be noted that an administrative
unit’s performance in this regard would
have an impact on the total area of the
new council.

6.4.3 It is considered of vital importance that
financial viability in terms of the
available cash be ensured for the
remaining part of the year.

6.4.4 Quarterly reports in terms in terms of the
Regulations ~ Concerning  Financial
Reporting by Municipalities should be
submitted to the new council, and excess
expenditure on operating and capital
budget votes should only be allowed
with a corresponding saving.

6.4.5 Cash flows should be drafted to ensure
that it caters for all the operating and
other expenditure such as the repayment
of loans.

6.5.1 The new council must control the
investment of  surplus cash. A cash
management plan will ensure that funds
are available to meet expenditure
commitments.

6.5.2 If administrative units are allowed to
invest surpluses a proper system of
control should be implemented. All
investments must take the overall cash
situation of the new council into
consideration.

6.5.3 Investments by administrative units
should not be done for a period
exceeding 30 June 2001, without the
approval of the new council.

PRIORITY

A/B

A/B

A/B

A/B

A/B



CRITICAL DAY
ONE
ARRANGEMENT

6.5 Cash
management
and
Investments
(Cont)

6.6 Debtor
administration

6.7. Expenditure

12

ACTION TO PERFORM

6.5.4 Risk should be taken into consideration
and it is advisable that investments be
made with A(1) rated institutions only,
and the maximum amount per institution
should be determined.

6.5.5The new council should determine
standardisation of the investment
policies.

6.6.1 All councils must ensure that proper
billing is done with reference to debtors.
Credit control measures should be
applied and the Credit Control Policies
should be standardised as soon as
possible.

6.6.2 It is important to establish when the last
general valuation was done, and what the
valuation period is. It is important that
the new council be informed of the
current tariffs and property rates.

6.6.31t should be noted in general that a
process be started to address tariffs in the
new council’s area, in order to facilitate
the budget process.

6.6.4 Councils should ensure that a Customer
Care program is in place, and the
alignment thereof should be done as soon
as possible.

6.6.5The administration of Ambulance,
Housing and Sundry Debtors. The
collection of cash of all outstanding
debtors is a priority.

6.7.1 Administrative units should continue
with the payment of creditors until the
new council centralises the process.

6.7.2 The travelling and subsistence policy of
an administrative unit should be retained
for the interim until a uniform policy is
adopted for the new council.

PRIORITY

A/B

B/C

A/B

AlB

A/B



CRITICAL DAY
ONE
ARRANGEMENT

6.7. Expenditure
(Cont)

6.8. Financial
administration
of Insurance

6.9 Financial by-
laws and
Financial
standing orders
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ACTION TO PERFORM

6.7.3 The new council should adopt a policy
with regard to travelling and subsistence
allowance as soon as possible, this
should be aligned with national
directives issued in this regard.

6.8.1 Administrative units must have their own
insurance in place, but it is important for
the new council to approve the Insurers
of the administrative units.

6.8.2 All assets transferred to the new council
might not be insured and the new council
should insure this as soon as possible.

6.8.31t is advisable that the new council
amalgamates the various insurance
portfolios into one as soon as possible in
order to save funds, though it should
remain with the administrative units until
the new council has a structure to
address this.

6.9.1 The status quo of the disestablished
councils, regarding Financial by-laws/
standing orders should be maintained in
the transition period.

6.9.2 The new council should adopt Financial
by-laws/standing orders. It IS
recommended that the new council
accepts the most suitable by-
laws/standing orders of a disestablished
council in its area for the transition
period.

6.9.3 Standardisation of the above should be
addressed by the new council.

PRIORITY

B



CRITICAL DAY
ONE
ARRANGEMENT

6.10 Financial
statements

6.11 General
policies and
procedures
applicable to
administration

6.12 Information
Technology
(Al
computerised
systems)
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ACTION TO PERFORM

6.10.1 Financial statements must be compiled
for all the administrative units as at 30
June 2001. (Guidelines from the
Department of Finance attached as
Annexure D)

6.10.2 The current C.E.O. and Chief Financial
Officer should sign such statements. The
acting Municipal Manager should
countersign.

6.10.3 These statements will be audited by the
Auditor General.

6.10.4  The financial statements of the
administrative units must be consolidated
as soon as possible after 30 June 2000
(taking into consideration the
amalgamation effects where applicable.)

6.10.5 These consolidated statements will be
audited by the Auditor General.

6.11.1 The status quo of the disestablished
councils,  regarding  policies and
procedures should be maintained for the
administrative  units interim.  This
includes the delegated powers pertaining
to a Treasury Department.

6.11.2 Introduction of new, revised or
amended policies should be considered
by the new council.

6.12.1 Information Technology is the very
heart of the existence of a municipality
and the current situation should be kept
in place to ensure smooth transition.

6.12.2 It is sensible that the current L.T.
systems be revised and aligned to ensure
proper control and co-ordination. The
new GAMAP implication must be taken
into consideration.

PRIORITY

A/BIC

BorC



CRITICAL DAY
ONE
ARRANGEMENT

6.12 Information
Technology
(All
computerised
systems)

6.13 Office and
business hours

6.14 Payroll
administration
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ACTION TO PERFORM

6.12.3 It is suggested that a proper study be
undertaken to amalgamate the various
administrations into one.

6.13.1 Each administrative unit should inform
the new council of its business hours.

6.13.2 The standardisation of office hours
should be introduced by the new council.

6.14.1 With regard to payroll administration it
is important that the administrative units
continue to pay their respective
employees after the elections on existing
approved salary scales. This is an interim
arrangement until the new council has
reviewed structures, salary grades,
positions, etc. Any changes in conditions
of service should be subject to national
negotiations.

6.14.2 It is crucial that the payroll not be
altered, until the new council decides on
the structure. If employees must be
appointed for the transition period such
appointments should be done on a
contract basis.

6.14.3 The new council should register as an
employer at the various statutory bodies
with regard to payroll administration, as
soon as possible.

6.14.4 The administrative units must ensure
that they inform all these bodies that they
will be trading as the new council for an
interim period.

6.14.5 Itis suggested that the new council use
a current software package of an
administrative unit until an 1.T. strategy
can be formulated for the new council.

PRIORITY

B

Bor C

A/B

A/B

A/B



CRITICAL DAY
ONE
ARRANGEMENT

6.15 Safeguarding
of documents
etc.

6.16 Stationery,
Forms and
Letter heads

6.17 Stores
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ACTION TO PERFORM

6.15.1 All documentation and administrative
records must be safeguarded and the
administrative unit should put suitable
control mechanisms in place.

6.15.2 Alignment and co-ordination of the
above can take place as soon as the new
council decides on a structure to address
this.

6.16.1 It is essential that any stationery
needed for the new council be available
and interim letterheads should be used,
because the names of all new councils
will be available after the section 12
notices have been promulgated.

6.16.2 It is further proper administration to
inform the new council of all the
administrative units operating or trading
as the new council in the area of the new
council. This should be done as soon as
possible.

6.16.3 The administrative units in operation
should note on their respective stationery
and letterheads that they are trading as a
administrative unit under the new
council.

6.16.4 Standardisation of all stationery etc.
can take place in the next phase or
phases.

6.17.1 Issuing of stock must continue after the
effective date in order not to slow down
service  delivery. The relevant
administrative units should exercise
proper control.

6.17.2 All stock items in the stores of the
respective councils in the area of the new
council should be audited as soon as
possible in order to establish the stock
value.

PRIORITY

A

B/C

B/C

A/B
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CRITICAL DAY

ONE ACTION TO PERFORM PRIORITY
ARRANGEMENT
6.17 Stores (Cont) 6.17.3 When a complete audit was performed B

it is advised that all administrative units
compile a combined report to the new
council.

6.17.4 It is advisable that when purchasing B

high value stock items an administrative
unit should determine whether such
items are available at any other store in
order not to keep unnecessary stock
levels within the new council area. If
transferred to another administrative unit
it is important that the necessary
procedures are followed and that proper
accounting procedures is performed.

6.17.5 Itis advisable that the keeping of stock B
becomes a co-ordinated function in the
area of the new council.

6.17.6 The Affirmative Procurement Policy A/B
should be revised in order to have a
uniform policy. In the interim period,
the existing policies of administrative
units should be used.

6.17.7  All clients of the disestablished A/B

municipalities should be informed that
the administrative units are operating
under the control of the new council.
The new council should enter into new
agreements as soon as possible. Existing
agreements must be kept in place until
these are changed by the new council
resolution.
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CRITICAL DAY

ONE ACTION TO PERFORM PRIORITY
ARRANGEMENT
6.18 VAT 6.18.1 The Commissioner of Inland Revenue A
Registration has indicated that specific guidelines
would be forthcoming from his office in
this regard.

6.18.2 As soon as these guidelines are A-B-C
available, one should alter procedures
and policies if it is necessary.

DIRECTOR GENERAL
DEPARTMENT PROVINCIAL AND LOCAL GOVERNMENT

10 November 2000.
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ANNEXURE ‘B’

THE PROCESS OF IMPLEMENTING THE DIVISION OF POWERS AND FUNCTIONS
IN TERMS OF THE MUNICIPAL STRUCTURES ACT (AS AMENDED): A
FRAMEWORK DOCUMENT

Municipal Demarcation Board and Department of Provincial and Local
Government

INTRODUCTION

The purpose of this report is to provide a framework to the process of implementing the division
of municipal powers and functions. This follows provisions in the Municipal Structures Act
Amendment Bill which, inter alia, provide for the division of functions and powers in the period
leading up to the upcoming municipal elections (“the elections”).

This amendment was necessitated by the fact that the adjustment of powers and functions could
not be effected in respect of entities that do not exist. In addition, the concurrency of powers
between district and local municipalities was considered problematic as it allowed for an
unfettered exercise of district municipal powers by a local municipality in its area.

The amendment to the division of functions and powers now makes provision for the national
Minister for Provincial and Local Government (“the Minister”) to authorise a local municipality
to perform the functions of water, sewage, electricity and municipal health services or any aspect
of such a function in its area. The MEC responsible for local government in a province (“the
MEC”) on recommendation from the Municipal Demarcation Board (“the Board) may authorise
a local or a district municipality to perform the remainder of the functions in section 84(1), with
certain exceptions.

It is accepted that for purposes of the initial authorisations before the elections, by either
the Minister or the MEC, that such authorisations will be done with a view to ensure that
there is a continued performance of a function or an exercise of a power in a particular
area.

AUTHORISATIONS AND CONSEQUENCES

The powers of the Minister and the MEC to authorise local municipalities to perform a function
or any aspect thereof, are prescribed in section 84(3) of the Municipal Structures Act (“the
Structures Act”) and in Chapter 2, Section 18 of the Structures Amendment Bill. These can be
summarised as follows:

(1) By the Minister [84(3)]
The Minister has the power to authorise a local municipality to perform a function or any

aspect thereof mentioned in 84(1)(b), (c), (d) or (i). The transfer of staff, assets, etc will
follow such an authorisation.



)

CONSEQUENCE

Where it is envisaged that for the continued performance of a function mentioned above in
the area of a local municipality after the elections, that local must be identified and
specifically authorised to perform a water, sewage, electricity or health function.

By the MEC [CH. 2 Section 18]

The MEC has the power to authorise a local municipality to perform a function of a nature
described in 84(1)(e), (f), (9), (h), (j), (k), (1), (m) or (n) on a temporary basis provided the
MDB makes such a recommendation. The transfer of staff, assets, etc will follow such an
authorisation.

CONSEQUENCE

Where it is envisaged that for the continued performance of a function mentioned above in
the area of a local or a district municipality after the elections, that local must be identified
and specifically authorised to perform a function mentioned above. After a maximum
period of two years, the authorisation will lapse and a local or district may continue with
the performance of such function only after an adjustment in terms of section 85.

Adjustments

An adjustment of functions and powers in terms of section 85 can only occur after the
elections and will take place on the basis of capacity. The functions of water, sewage,

electricity and health services are specifically excluded from any adjustment.

ASSESSMENTS TO DATE

The Board has, in its demarcation of the outer boundaries of the new municipalities, made
capacity assessments of these municipalities. The capacity assessments took into account
the following, but were to a certain extent hypothetical as they assessed potential capacity:

(a) Institutional Capacity

The following three areas were identified as key to effectively classify institutional
capacity of existing municipalities:

- Management Capacity;
- Office Support Systems;
Provision of Core Services.

The assessment was used to identify potential capacity for deployment into the newly
demarcated district and local municipalities.



(b) Financial Capacity

The following elements were looked at in the assessment of financial capacity:

- Financial human resource capacity

- Computer software in place and the audit status etc.

- Income base and extent of reliance on outside funding
- Main categories of expenditure of the municipalities

- Financial position of municipalities at a given date

2.  The provinces have published the establishment notices of all 284
municipalities including 231 local municipalities.

WHAT MUST BE DONE: ROLEPLAYERS AND RESPONSIBILITIES

1.  The Minister of Provincial and Local Government, after consultation with the relevant
line Minister, has to authorise specific local municipalities to perform any of the functions
related to water, sewage, electricity and municipal health. Such an authorisation should, it
is suggested, be premised on the necessity to ensure the continued performance of the
function or the exercise of the power in that area. In order for such authorisations to take
place, the following processes must be undertaken:

o An identification of the local municipalities that must be authorised;

o An identification of the function or the aspects of such functions that must be
authorised,

o Consultations with the cabinet members involved,;

o Possible consultations with other role players, such as SALGA and the MECs;

o Appropriate authorisation notices a reasonable period before the elections.

2.  The MEC for local government has to authorise specific local or district municipalities to
perform any of the functions related to functions other than water, sewage, electricity and
municipal health. Such an authorisation should, it is suggested, be premised on the
necessity to ensure the continued performance of the function or the exercise of the power
in that area. In order for such authorisations to take place, the following processes must be
undertaken:

o An identification of the local or district municipalities in the province that must be
authorised,

o An identification of the function or the aspects of such functions that must be
authorised;

o Motivating appropriate recommendations to the MDB;

o Possible consultations with other role players, such as organised local government in
the province;

o Appropriate authorisation notices a reasonable period before the elections.



The Municipal Demarcation Board has the authority to recommend an authorisation to
the MEC in a province. Such recommendation must have as its purpose the continued
performance of a function or the exercise of a power in an area and, it is suggested, must
take into account the ability of the existing municipalities in an area to perform a function
or exercise a power. The MDB is also in a position to advise the Minister on appropriate
authorisations in respect of local municipalities that may be authorised to perform water,
sewage, electricity and municipal health functions. Such advice must have as its purpose
the continued performance of a function or the exercise of a power in an area and, it is
suggested, must take into account the ability of the existing municipalities in an area to
perform a function or exercise a power.

The national departments of Health, Water Affairs and Forestry, and Mineral and
Energy Affairs must, in endeavouring to participate in the process of the division of
powers between district and local municipalities, undertake the following processes:

o Identify a person or a group of persons to liaise with the MDB and the Minister;

o Finalise policy positions on the division of the relevant functions between district and
local municipalities;

o Consult with DPLG on the finalisation of the policies mentioned above;

o Inform their Ministers of the process embarked upon.

The department of Finance must, in endeavouring to participate in the process of the
division of powers between district and local municipalities, undertake the following
processes:

o Identify a person or a group of persons to liaise with the MDB and the Minister;

o Finalise policy positions on the implications on budgets and budgetary processes of
the division on functions between district and local municipalities in terms of the
amended Structures Act;

o Consult with DPLG on the finalisation of the policies mentioned above;

o Inform its Minister of the process embarked upon.

The Auditor-General must, in endeavouring to participate in the process of the division of
powers between district and local municipalities, undertake the following processes:

o Identify a person or a group of persons to liaise with the MDB and the Minister;

o Finalise policy positions on the implications on budgets and budgetary processes of
the division on functions between district and local municipalities in terms of the
amended Structures Act;

o Consult with DPLG on the finalisation of the policies mentioned above;



PROCESS AND TIME FRAMES

Meetings with national departments and MECs (if necessary) to be held by
Friday 20 October 2000.

Stakeholders provide their draft submissions on assignment of functions and
powers — to be provided to Municipal Demarcation Board by Monday 23
October 2000.

Board reviews all capacity assessments by Monday 23 October 2000.

Draft framework document prepared arising out of the submissions received,
including recommendations of Minister and MDB on the division of functions
and powers for each affected municipality — to be finalized by Wednesday 25
October 2000.

National meeting of Ministers, MECs and MDB to finalise framework — 1 or 2
November 2000.

Publication for comment of division of functions and powers by Minister and
MECs — 3 November 2000.

Final publication of division of functions and powers by Minister and MECs —
24 November 2000.
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DIVISION OF FUNCTIONS AND POWERS:

FUNCTIONS WHICH MAY BE DIVIDED
BY MINISTER AFTER CONSULTATION
WITH LINE FUNCTION MINISTERS:

84(1)(b) Potable water supply systems

84(1)(c) Bulk supply of electricity which
includes for the purposes of such supply, the
transmission, distribution and, where
applicable, the generation of electricity

84(1)(d) Domestic waste water and sewage
disposal systems

84(1)(i) Municipal health services

FUNCTIONS WHICH MAY BE DIVIDED
BY MEC AFTER RECOMMENDATION
FROM MUNICIPAL DEMARCATION
BOARD:

84(1)(e) Solid waste disposal sites, in so far as

it relates to —

(i)  the determination of a waste disposal
strategy;

(if)  the regulation of waste disposal;

(iii) the establishment, operation and control
of waste disposal sites, bulk waste
transfer facilities and waste disposal
facilities for more than one local
municipality in the district.

84(1)(f) Municipal roads which form an
integral part of a road transport system for the
area of the district municipality as a whole

84(1)(g) Regulation of passenger transport
services

84(1)(h) Municipal airports serving the area of
the district municipality as a whole

84(1)(j) Fire fighting services serving the area

of the district municipality as a whole, which

includes—

(i)  planning, coordination and regulation of
fire services;

(if)  specialized fire fighting services such as
mountain, veld and chemical fire services;

(iii) co-ordination of the standardization of
infrastructure, vehicles, equipment and
procedures;

(iv) the training of fire officers.

84(1)(k) The establishment, conduct and
control of fresh produce markets and abbatoirs
serving the area of a major proportion of the
municipalities in the district.




FUNCTIONS WHICH MAY BE DIVIDED
BY MINISTER AFTER CONSULTATION
WITH LINE FUNCTION MINISTERS:

84(1)(1) The establishment, conduct and control
of cemetries and crematoria serving the area of
a major proportion of the municipalities in the
district.

84(1)(m) Promotion of local tourism for the
area of the district municipality.

84(1)(n)Municipal public works relating to any
of the above functions or any other functions
assigned to the district municipality







ISSUE PRIORITY
11. VAT B
Vat system
Establish when VAT is paid
Establish arrears on VAT
Establish VVat Apportionments
Inter-departmental vat e.g. Electricity
New council must register
12. EQUIPMENT LEASES/CONTRACTS B
Types and Categories
Life span
Option to renew
New Leases
Elimination
Record Keeping
Legal Aspects
Financial Impact
Terms for new leases
Implement Policy
Liaise with Contracting Parties
13. ASSETS B

Analyse assets for new area

Property

Service Infrastructure

Vehicles

Investments

Debtors & (Consumer Deposits)

Administration and Finance

Asset registers

Deferred charges

Stock

Vehicles, Plant and Equipment.

Arrange asset handovers




