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LEPELLE-NKUMPI] LOCAL MUNICIPALITY TARIFF POLICY FOR 2_023?‘2024
1. DEF_INITION_’S AND ABBREVIATIONS

“Accounting officer” means-the municipal manager appointed in terms-of Section 60 of
-the Municipal Finance Management Act.

“A‘n'nqa'l I:-iuc_lget’_’* shall mean the budget approved by the municipal council for any’
particular financial year, and shall inciude any adjustments to such budget.

“Basic municipal services” shall mean a municipal servicé necessary to ensure -an
acceptable and reasonable quality of life, which service - if not provided —would endanger
public health or safety or the envirenment, |

“B_y-l'aw” shall mear legisiation passed.by the council of the municipality, and which shall
be binding on the municipality and on the persons and institutions to which it applies.

“Consumer price index” shali mean the CPIX as determined and gazetted from time to
time by the South Bureau of Statistics.

‘_‘Ch"ief financial officer” means a person designated in terms of section 80(2)(a) of the
Municipal Finance Management Act. |

“Councillor” shall mean a member of the council of the municipality.

“Domestic consumer or user” of municipal services shall mean the person or household
which municipal services are rendered in respect of “regidential property” as defined
below.

“Financial year” shall mean the period starting from 1 July in any year and ending on 30
June of the following year.

“Integrated development. plan™ shail mean a plan formulated and approved as
envisaged in Section 25 of the Municipal Systems Act 2000, as-amended.

“| ocal community” of “community”, in relation to the municipality, shall mean that body
of personis comprising the residents of the municipality, the ratepayers:of the municipality,
any civic ofg_anisatiohs and non-governmental, private sector or labour arganisations or
bodies involved in local affairs within the municipality, and. visitors and other pecple
residing outside the municipality who, because of their presence in the mun’icip‘ali_fy, make

use of services or facilities provided by the municipality.

“Month” means one of twelve months of a calendar year.

“NMunicipality” or “municipal area” shall, where appropriate, meanthe geographic areg,;
determined in terms of the Local Government: Municipal Demarcation Act No. 27 of 1998

as the municipal area pertaining to the municipality.

“the municipality” means Lepelie — Nkumpi Municipality.
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“Munlcmal council” or “council” shall mean the municipal council of Lepelle — Nkumpi
Municipality as referred te in Section 157(1) of the Canstitution.

“Municipal manager” shall mean the person appointed in‘terms of Section 82 of the
Municipal Structures Act, 1998. '

“Multiple purposes” in rélation to a property, shall mean the use of a property for more
than one purpose.

“Municipal service” has the meaning assigned to it in terms of Section 1 of the Municipal
Systems Agct. )

“Municipal tariff” shall mean a tariff for services which the municipality may set for the
provision of a service to the local community, and may include a -s‘urcharge- on such
service. Tariffs for major services shall mean tariffs set for the supply and consumption
or usage of electricity, water, sewerage and refuse remeval, and minor tariffs shall mean
al other tariffs, charges, fees, rentals or fines levied or imposed by the municipality in
respect of other services supplied inciuding services incidental to the provision of the major
services.

“Occupier” in relation to a property, shall mean a person in actual occupation of the
property, whether or not that person has a right to occupy the property.

“Owner” {(a) in relation to a property. referred to. in paragraph {a) of the definition of

‘property”, shail mean a person in whose name ownership of the property is registered
(b) in relation to a right referred to in paragraph. (b) of the definition of “property”, shall
mean a persen in whose name the right is registered; {c) in relation to-a land tenure right
referred to in paragraph (¢) of the definition of “property”, shail mean a persen in whose
name the right is registered or to whom it was granted in terms of legislation; and (d) in
relation to public servicé infrastructure referred to in paragraph (d) of the definition of
“proper‘ty"‘, shall mean the ergan of state which owns or controls that public service
infrastructure as envisaged in the definition of “publicly controfled”, provided that a person
menticned below may for the purposes of the Property Rates Act 2004 be regarded by the
municipality as the ownér of a property in the following cases:-

(B a trustee, in the case of a property in a trust, but excluding state trust land;

(ii) an executer or administrator, in the case of a property in a deceased estate;

it} a trustee or liquidator,. in the case of a property in an insclvent estate or in
liquidation;

{iv)  ajudicial manager, in the case of a property in the estate of a person under judicial
management;

(vi  acurator, in the case of a property’in the estate of a person under curatorship;

(vi)  aperson in whose name a usufruct or other personal servitude is registered, in the
" case of a property that is subject to a usufruct or other personal servitude;
(viiy alessee, inthe caseof a property that is registered in the name of the municipality
and is leased by it; and
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{viiy  abuyer, in the case of a property sold by the municipality and of which possession-
was. given to the buyer pending registration of ownership in the name of such
buyer.

“Rate” shall mean a municipal rate on property as envisaged in Secticn 229(1)(a) of the
Constitution.

“Rateable. property” shall mean property on which the municipality may in terms of
Section 2 of the Property Rates Act 2004 levy a rate, but excluding property fully excluded
from the levying of rates in terms of Section 17 of that Act.

“Ratepayer” shall meaf a person who is liable to the municipality for the payment of (a)
rates on property in the municipality, (b) any other tax; duty or levy imposed by the
“municipality; andfor (c) fees for services provided either by the municipality or in terms of
a service delivery agreement. |

“Rebate” in relation to a rate payable on a property, shall mean a discount granted in
terms of Section 15 of the Property Rates Act 2004 on the amount of the rate payable on
‘the property.

“Residential property” shall mean a property included in the valuation foll in- terms of

Section 48(2)(b) of the Propetty Rates Act 2004 as residential.

“Tariff” means a tariff for services which the Municipality may set for the provision of a
service to:the local community and includes a surcharge on such tariff:

PURPOSE OF THE TARIFF PQLICY

The purpose of this tariff policy is-to prescribe the accounting and administrative policies:
and procedures relating to the determining and lewying tariffs by Lepelle - Nkumpi
Municipality..

The Municipality should perform the procedures set out in this policy to ensure the effective
planning and management of tariffs: In setfing its. annual tariffs the Council shall at all
times take due cognisance of the tariffs applicable elsewhere in the economic region, and
of the impact which its own tariffs may have on local economic development.

SCOPE OF APPLICATION

This policy applies to all tariffs charged within the defined boundaries.of Lepelle- Nkumpi
Local Municipality.

BASIC PRINCIPLES TO BE CONSIDERED IN DETERMINATION OF A TARIFF
STRUCTURE :

{(a) * ‘Service tariffs imposed by the Lepelle — Nkumpi Municipality shall be viewed as user
charges and not as taxes, and therefore the ability of the relevant'cons_ufne‘r.or user
of the services to which such tariffs rejate, shall not be considered as a relevant

-4-
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criterion {except in the case of the indigent relief measures approved by the
municipality from time to time).

The municipality' shall ensure '-tha;-' its tariffs are un'iformi_y and fairly -applied
throughout the municipal region in accordance with the'various levels of services.

Tariffs-are divided as follows:
Trading Services:

Propetty Rates

Water {on behalf of the district) .

Sewerage (on behalf of the district)
Refuse Remaoval.

(i) Auxiliary Services:

= Library Services
~» Cemetery Services
* Town Planning and Land Use Management Services
«-= Environmental Management Services :
* And any other services that may be rendered by the municipality

(d) Tariffs shail asfar as possible recover the expenses associated with the rendering of
each service concerned, and where feasible, generate a modest surplus as
determined in each annual budget. Such surplus shall be applied in relief of property

(e)

{@)

rates or for the future capital expansion of the service concerned, or both.

The tariff which a particular consumer or user pays shall therefore be directly ralated
to the standard of service received and the quantity of the particular service used or-
consumed:

The municipality shall develop, approve and at least annually review an .-indigent
support programme for the municipal area: This programme shall set out clearly the
municipality’'s cost recovery policy i respect of the tariffs which it levies on
registered indigents, and the implications of such policy for the tariffs which it
imposes on other users and caensumers:in the municipal region.

In line with the principles embodied in the Constitution and in cther legislation
pertaining to local government, the municipality may differentiate between different
categories of Users.and consumers in regard to the tariffs which it fevies.. Such
differentiation shall, however, at ail times:be reasonable, and shall be fully disclosed
in each annual budget.

The municipality’s tariff policy shall be-transparent, and the extent to _which there is
cross-supsidisation between categ_ofiES of consumers or users shall be evident fo
all consumers or users of the service in question.
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{i)

(m)

The. municipality further undertakes to ensure that-its tariffs shall be easily
explainable and understodd by all consumers and users affected by the tariff policy

concerned.’

The municipality -also undertakes to render its services cost effectwely in order to
ensure the best possible cost of service delivery.

In the case of a directly measurable service such as water, the consumption of such

service shall be properly metered by the municipality, and meters shalt be read,

wherever circumstances reascnably permit, on a monthly basis. The charges levied.
on consumers shall’ be proportionate to. the quantity of the service which they

consume.

In ‘addition, the municipality shall levy monthly availability (where the services are
available but not connected)/ or basic.charges for the services concerned and
these charges shall be fixed for each type of property as determined in'accordance

* with its appropriate poiicies. Availability charges are also applicable to sewer

Services,
Generally, consumers of water shall therefore pay two charges; -

= A basic charge which is uhrelated tc the volume of consumption and is levied
because of ihe-.av_ail_ability of the service concerned; and

= A consumption charge directly related to the consumption of the service in
guestion; or '

= Aflat rate (no basic-charge) in the case'where the consumption is- not metered.

In.considering the costing of its water and sewerage services, the municipality shall
take due: cognisance of the high capital cost of estabtishing and expanding such
services, and of the resultant high fixed costs, as opposed to variable costs. of
operating these services.

In adopting what is. fundamentally a two-part tariff structure, namely a basic/
availability charge coupled with a charge based on consumption; the municipality
believes that it is properly attending to the demands which both future expansion
and variable demand cycles and other fiuctuations will make on service delivery.

FACTORS TO BE CONSIDERED IN THE DETERMINATION OF A TARIFF
STRUCTURE

Financial Factors

The primary purpose of a tariff structure is to recover the actual costs of the rendering of
a particular service. If a service is rendered at a loss, cross: subsidisation of such loss by
another service will be necessary. This will. place a burden on the tariff structure of the
other service.
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In-order to determine "the' tariffs which must be.charged for the supply of the four major
services, the municipality shall identify all the costs of operation of the undertakings
coneerned, including specifically the following:-

{ay Cost j'c)f' bulk purchases in th_e...cése.-'df water (w.-h:e_re apbiiéabl'e}A
(b}  Distribution costs.

{c) - Distribution losses in the case of water.

(dy Dep're_ciationrexpen_ses,

{e) Maintenance of infrastructure and other fixed assets..

(fy ~ The cost of approved indigent relief measures.

(@) Administration and service costs, including:-

(i) service charges levied by other departrrients such as‘finance, hiuman resources
-and legal services;

(i) reasonable genéral overheads, such as the cests associated with the Office of
the Municipal Manager;

{i) -adequate contributions to the provisions for bad debis and obsolescence of
-stock; and

{iv} all other ordinary operating expenses associated-with the service concerned.
{(note: the costs of the democratic process in the municipality — that is, all
expenses associated with the political structures of the municipality — shall form
part of the expenses-to be financed from property rates and general revenues,
and shall not be inciuded in.the costing of the major services ofthe municipality).

{h}  The intended surplus to be generated for the financial 'year; such surplus fo be
' applied:-

(i) as anappropriation o capital reserves; and/or

(i) generally in relief of rates and general services.

Socio-economic factors

Although the determination of tariffs is in many instances politically orientated, it ought to
be based on sound, transparent and objective principles at all times. In order to. fully
understand the influence of the socio-ecoriomic facters the various user categories and
forms of subsidisation needs to be considered.

Users can be divided into the following categories: -

*  Users who are unable to make any: contribution towards the consumption. of services
and who are fully subsidised in terms of the basic package of municipal services’

*  Users who are able te afford a partial contribution and who aré partially subsidised
only; and

_7-
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«  Users who ¢an . afford the cost of the services in totai,

It is important to identify these categories and to plan the tariff structures accordingly.
Subsidies currently derived-from two sources namely: -~

= Contributions from National Government: Natiohal Government makes an annual
contribution through the equitable share, according to a formula, which is primarily
based on information obtained from Statistics South Africa by means of census
surveys. If this contribution is judiciously utilised ‘it will subsidise all indigent
households who gualify in terms of the Council policy.

= Contributions from own_funds: The Council can, if the contribution of .National
Government is insufficient, provide in its. own operational budget for such support.
Such action will in all probability result in increased tariffs for the larger users. Any
subsidy must be made known publicly.

In terms of the Bill of Rights every individual has the right to have access to basic services
such -as food and water, health care, housing and social security. In this regard, the state
has an obligation to achieve the _'progre_séive realisation of each of these rights. 'In
accordance with the above the Municipality has defined a basic package of municipal
services as follow: -

= Bkl of water per indigent household per month,

= 50 units of electricity per Indigent household per month {throtigh Eskom) .

» Réfuse removal from residential stands in accordance with the municipality’s policy.

= Sewer services fo residential stands in accordance with the municipality’s policy.

= Payment of Rates and Taxes on a residential property in accordance with the
municipality's policy. '

The Municipality will annually determine as part of its budget process: -

» Teotally free services for a basic package: of municipal services as defined -above
(within limits and guide lines);
= Lower tariffs for users who qualify in terms of particular guide lines for a basic package
of municipal services as defined above, for example to récover the operational costs
~of the service only; ahd
«  Full tariff payable with a subsidy that is transferable from sources mentioned above.

Minimum service levels

It is.important that miﬁimum service lavels be determined in erder to make an affordable.
tariff package available to all potential users.
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5.4 Multiyear budgets

5.5

5.6

5.7

In terms of the Municipal Finance Management Act and guidelines from Nationa! Treasury,
Municipalities. are required to complile multiyear budgets as from 2008/2009. Such a
change also necessitates that proposed tariffs would form part of this process. An increase

- in tariffs s_h'ould..not.;s'i'mply be implemented annually without considering the affordability

thereof by the user. The effect of resclutions that impact on the financial situation of the
Coun_c_i’l must be observ‘abl_e over a longer period In respect of tariffs and sensible planning
of cost structures must be done to keep tariffs within affordable levels.

Credit Control

It is not possible to successfully compile a {ariff structure without consideration of the
stipuiations of an effective credit control system. Income is provided for in the budget as if
a-100% payment level will be maintained. it is therefore important to continuously ensure
that users indeed pay punctually. However, it is also a fact that there are users who are
unable to pay. Tariffs must therefore provide access to a minimum level of basic services
for all users. It should furthermore be supplemented with a practical pelicy for indigents.
This will ensure the sustainable delivery of services. In addition, adequate provision
should be made on an annual basis for bad debt/ working capital in accordance with
current payment levels.

Package of services

The accounts for rates-and services must not be seen in isolation. It must be.considered
jointly to determine the most affordable amount that the ditferent users can pay as a total
account. The basic costs of a service must first of all be recovered and then only. can
profits be manipulated to determine the most economic package for the user with due
allowance for future events in regard to a particular service.

Principles in terms of the Local Government: Municipal Systems Act

Section 74 of the Local Government: Municip‘a'l S_ystems Act,-Act-'_SZ _0f_200_0 as.amended,
contains clear guidelines regarding the compilation of and principles for a tariff policy. An
extractreads as follows: ~ '

"74. (1) A Municipal couricil must adopt and implement a tariff policy on the levying of
fees for municipal services provided by the municipality itself or by way of
service delivery agreements, and which complies with the provisions of this Act
and with any other applicable legisiation.

(2) Atariff policy must reflect at least the following principles, namely that-

(a) Users of municipal services should be treated equally in the application of
fariffs; _
(b) The amount individual users pay for services should generally be in
' proportion to their use of that service;

_9.



LEPELLE-NKUMPI LOCAL MUNICIPALITY TARIFF POLICY FOR 2023-2024

{3)

(c)

(c)

(e)

(f)
(g)

h)

(i

Poor households must have access to at least basic services through-

(i) Tariffs that cover only operating and maintenance costs;

(i) Special tariffs or life-line tariffs for low levels of use or consumption of
services. or for hasic levéls of service, or

(15} Any other direct or indirect method of subsidisation of tariffs for poor
households; |

Tariffs must reflect the costs reascnably associated with rendering the

service, including capital, operating, maintenance, administration and

replacement costs, and interest charges;

Tariffs must be set.at levels that facilitate the financial sustainability of the
senvice, taking into account subsidisation from sources other than the
seivice concerned;

Provision may be made in appropriate circumstances for a surcharge on
the tariff fora service;

Provision may be made for the promotion of local economic development

through special tariffs for categories of commercial and industrial users;
The economical, efficient and effective use of resources, the recycling of
waste, and other appropriate environmental objectives must be
encotiraged. '

The extent of subsidisation of tariffs. for poor households and other
categoties of users should be fully disclosed,

A tariff policy may differentiate between different categories of users, debtors,
service providers, service standards, geographical areas .and other matters as

long as the differentiation does not amount to unfair discrimination.”

5.8 Historical and future user patterns

5.9

i is important to keep accurate consumption statistics for the purpose of determining
tariffs. Consumption determines tendencies, which ultimately have -an influence on tariffs
within a structure. Provision should be made in the process for growth-and.seasonal use,
as well as for unforeseen events that may have an impact on tariffs.

User groups -

Users are traditionally divided into user groups as set out below: -

Households;

Businesses and Government Departments;

Industries/Bulk consumers; _

Schools, hostels-and institutions that are directly subsidised for-example retirement
hornes, non-profit organisations, etcetera.

A C:onti_nuoﬁs effort should be made to group tegether those users'who have more or less
the same accessto a specific service.

-10-
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FREE BASIC SERVICES

Free basi¢ municipal services refers to those municipal services necessary to ensure an
acceptable and reasonable quality of life, and which service, if not provided, could
endangeér public health or safety or the environment..

In terms of the South African Constitution all consumers should have access to basic
services. - '

PROPOSED TARIFF STRUCTURES FOR VARIQUS SERVICES

It is essential that a compromise be reached between the following needs with the
determination of a tariff structure; -

ol The need to reflect costs as -accurately as possible in order te achieve cost
effectiveness; '

«  The need to ensure equality and fairness between user groups; -

»  The need for a practically implementable tariff;

" The need to use appropriate metering and prov;smnlng technology:

. The need for an understandable tariff; and

. The user’s ability to-pay.

TaKin_g_.ﬁ_}_into. cohsideration the abovementioned -p'oints the tariff structure of the foliowing
services is discussed: ~ '

«  Water.

»  Refuse Removal.
- Sewerage.

= Property Rates.

.Eiec'tfri:t::ity

50 Umts of free basic electricity per month is provided to all indigent household consumers
registered by the municipality. The monthly cost component of 50 KWh electricity per
registered indigent household consumer must alse be paid over to Eskom as the supplier
of the electricity.

Wafer- '

In prlnC;ple the amount that users pay for water services should generally be in propoertion
10 thelr use of water services. Tariffs must be set at levels that facilitate the sustamablllty
of the SENiCE In the case of metered services Lepelle-Nkumpi Municipality utilises a
stepped tariff structure to incorporate the national drive to promote water conservation.
Tanffs will be- deterrmined by the district, Capricorn District Municipality as the Water
Service Authority. They will therefore be provided as annexure to our municipal tariffs.

Free.: b'asic water is provided to all registered indigent households in accordance with the
District municipality’s- indigent policy.

11 -
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7.3 Refuse Removal

Refuse removal is an economic service and tariff calculations should be based on the
actual cost incurred in delivering. the service. The tariff levied by Lepelle Nkumpi
Municipality is based on the category of user,

The cost of refuse removal services is subsidised for all registered indigent household
consumers in accordance with the municipality’s indigent policy.

7.4 Sewerage

The levying of sewerage will be as determined by the district (Capricorn District
Municipality) in its tariff structure.

7.5 Property Rates

The Municipality has implemented a valuation roll for all properties within the municipal
boundaries to levy property rates based on property values. In applying.its rates policy the.
councit shall adhere to ali the requirements of the Property Rates Act, 2004, including any:
regulations promulgated in terms of that Act.

The cost of property rates is subsidised for all registered indigent household consudmers
in accordance with the municipality's indigent policy.

7.6 Sundry Tariffs

All sundry tariffs shall be approved by the council in each annual budget, and shall, when
deemed appropriate by the council, be subsidised by property rates and general revenues,
particularly when the tariffs will prove uneconemical when charged to cover the cost of the:
service concerned, or when the cost cannot accurately be determined, or when the tariff
is designed purely to regulate rather than finance the use of the particular service or
amenity.

All sundry tariffs over which the municipality has full control, and whish are not directly-
related to the cost of a particular service, shall annually be adjusted at least in line with
the. prevailing consumer price index; unless there- are compelfing reasons why such
-adjustment-should not be effected.

The following services shall be considered as economic services, and the tariffs levied
shall cover 100% or as near ag possible to 100% of the budgeted annual operating
sxpenses of the sefvice concerned:

e Town planning -and building plan approvals
»  Rental of vehicles and equipment

- Rentals for the use of municipal halls and cther premises
° Sales of refuse bins

o Water, sewerage: new connexion fees

° Clearance certificatées..

~12 -
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The following charges and tariffs shall be considered. as. regulatory or punitive, and shall
be determined as appropriate in each annual budget:

°  Adverlising sign fees

. Pound fees

- Water: disconnection and reconnection fees

. Penaity and other charges imposed in terms of the. approved policy on credit
control and debt collection -

8. IMPLEMENTATION AND. REVIEW OF THIS POLICY

This policy shall be implemented once approved by Coundil. Al future changes to tariff-
structures and tariff increases will be considered in accordance with this policy.

Council Approval

Date ' 30 MAY 2023

Resolution Number

1 Signature
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