Cape Agulhas Municipality

Cash Management and Investments
Policy

(Approved by Council on 30 October 2007)
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CASH MANAGEMENT AND INVESTMENT POLICY FOR THE
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2.

CAPE AGULHAS MUNICIPALITY

INTRODUCTION

In terms of the Local Government: Municipal &ice Management Act, 2003 (Act No.56 of
2003)” (The Act)”, the municipality must establissn appropriate and effective cash
management and investment policy with the impleit@nt date being 1 July 2004

Further, the Minister of Finance urged all Mupalities, in Government Gazette 27431 of 1
April 2005, to prepare for implementing proposedmegulations immediately.

Due to the delay in the promulgation of theutations and the fact that the municipality
must have an investment policy consistent with @ivevementioned Act as well as the
permission to implement the draft regulations, tipslicy, which complies with the
requirements of the Act as well as the draft retipia, was prepared.

The Cape Agulhas Municipal Council considered appr@ved the underlying policy as its
“Cash Management and Investment Policy” to whidhfualctionaries of the municipality
and Municipal Entities involved in cash managenad investments must comply.

SCOPE OF THE POLICY

In order to ensure sound and sustainable managerhte cash resources of the municipality this
policy addresses all principles and processes waebin cash management and investments and
includes:

2.1 The objectives of the policy;

2.2

Due carge

2.3 Delegation of authority;

2.4 Management and internal control procedures;
2.5 Cash Management

2.6 Investments; and

2.7 Review of the policy.



3.

OBJECTIVESOF THE POLICY

The objectives of the policy are to -

31

3.2
3.3
3.4
3.5

3.6
3.7

4.1

4.2

4.3

5.1
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Sketch the general framework within which the miugatity should invest and manage
funds;

Ensure compliance with all legislation governing thvestment of funds;

Maintain adequate liquidity to meet cash flow needs

Ensure diversification of permitted investments;

Ensure optimal performance with the least posgisle in managing and investing the cash
resources of the municipality;

Ensure transparency, accountability and appropliregs of responsibility in the process.
Ensure the preservation & safety of investments

DUE CARE

Each functionary in the cash management andsiment process must do so with such
judgment and care, under the prevailing circum&snas a person of prudence, discretion
and intelligence would exercise in the manageméhior her own affairs and with his or
her primary regard being to the probable safetyisefor her own capital, in the second
instance to his or her liquidity needs and lasilyhte probable income derived.

Officials entrusted with investment and manageihof funds, have a responsibility and are
accountable to the community to exercise due camvinvesting funds

Speculation may not be undertaken in any optbeesses.

DELEGATION OF AUTHORITY

The management of all the cash resources omilm@cipality is the responsibility of the
Municipal Manager, as Accounting Officer, who musty the proper application of this
policy, develop an appropriate system of delegatti@t will both maximise administrative
and operational efficiency and provide adequatelchand balances in the management of
the cash resources.

The Chief Financial Officer, as designated fitimg by the Municipal Manager, must advise
the Municipal Manager on the exercise of the poveers duties with regards to this policy
and must assist the Municipal Manager in the adstration of the cash resources, the bank
accounts and the investment accounts. The Chielngial Officer may not sub — delegate
the duty to assist the Municipal Manager in the iistration of the municipality’s bank and
investment accounts



5.3

5.4

5.5

5.6

5.7

6.1

6.2

The delegation to withdraw money from the mipility’s bank or investment accounts may
only be given to the Chief Financial Officer or amyher senior financial officer as
determined, in writing, by the Municipal Managerdaaf which a copy, signed by the
Municipal Manager, must be kept with the officiat ®f delegations of the municipality.

The Municipal Manager may not delegate any pooveduty in the administration of the
municipality’s cash resources to a political stawet or councillor and no councillor is
allowed to interfere or attempts to interfere ie tmanagement of the municipality’s cash
resources.

Any delegation by the Municipal Manager in terafi this policy:

5.5.1 must be in writing;

5.5.2 is subject to any limitations and condisi@s the Municipal Manager
may impose;

5.5.3 May either be to a specific individual or to thelder of a specific post in the
municipality and may not be to a committee of oéls; and

5.5.4 Does not divest the Municipal Manager of the resguiiity concerning the exercise
of the delegated power or the performance of thegaéed duty.

The Municipal Manager may confirm, vary or revokey @ecisions taken in consequence of
a delegation or sub — delegation in terms of tblgcy, but no such variation or revocation of
a decision may detract from any rights that mayehaacrued as a result of the decision.

For the application of this policy any refert@l‘Municipal Manager” also means “Any other
person acting under a delegated power or perforfuation delegated by the Municipal
Manager” in terms of paragraph 5 of this document.

MANAGEMENT AND INTERNAL CONTROL PROCEDURES

The Municipal Manager, assisted by the Chiefakcial Officer, must take all reasonable

steps to ensure:

6.1.1 That the municipality’'s available working capitad imanaged effectively and
economically in terms of the prescribed cash mamagé and investment framework;

6.1.2 That the municipality has and maintains a managénaemcounting and information
system that accounts for all bank and investmeadwatds, receipting, withdrawals,
cash management and investment transactions;

6.1.3 That the municipality has and maintains a systenntefnal control over its bank and
investment accounts, receipting, withdrawals, castnagement and investment
transactions.

In order to prevent losses arising from fraugsrepresentations, error, conflict of interest or
imprudent action, a system of internal controlsegag the administration and management
of the investment and cash management portfolios.



6.3

7.

7.1

7.1.1

7.1.2

7.1.3

7.1.4

Controls deemed most important include —

6.3.1 Control of collusion, separation of duties;

6.3.2 Custodial safekeeping;

6.3.3 Clear delegation of duties;

6.3.4 Written confirmation of telephonic transactions;

6.3.5 Minimising the number of authorised investmentaéis

6.3.6 Checking and verification by senior officials of mvestment
6.3.7 Documentation of transactions and strategies;

6.3.8 Code of ethics and standards;

6.3.9 Strict adherence to Investment Framework Policy @odlelines;
6.3.10 Limits placed on investments by the various offiia

6.3.11 Procedures manuals;

6.3.12 Electronic Funds Transfer limits and a detaileccpoure manual for the system; and
6.3.13 Regular reporting to Committee of all investments.

CASH MANAGEMENT

BANK ACCOUNT ADMINISTRATION

The Municipal Manager or delegated nomineesponsible for the administration of the
municipality’s bank accounts including the openofghe bank accounts, the designation
of the primary bank account and all banking andharidwal procedures. The bank account
may only be managed in accordance with any audigggirements as well as any legal
requirements including as prescribed in the LocaveBnment: Municipal Finance
Management Act, 2003 and in particular Chapter $efAct as well as section 64 of the
Act.

The Municipal Manager may delegate the dwtitached to the administration of the bank
accounts as per paragraph 5 of this policy.

The Accounting Officer (MM), in conjunctionittv the Chief Financial Officer (CFO) is
responsible for the effective and efficient managetrof the council funding, namely-
7.1.3.1 The municipality must open at least one bank adcannthe name of the
municipality;
7.1.3.2 The municipality may not open a bank account —
= abroad{Foreign currency)
= with an institution notregistered as a bank im&of the Banks Act, 1990 (Act
94 of 1990); or
= otherwise in the name of the municipality.
7.1.3.3 ensure that its funding always has sufficient mofoeyappropriated expenditure
and direct charges to meet the progressive cashréiquirements.

Bank account requirements, guidelines and regulatio terms of sections 7, 8, 9, 10 and
11 of the MFMA are adhered to.



7.1.5

7.1.6

71.1.7

7.1.8

7.1.9

7.1.10

7.1.11

7.1.12

7.1.13

7.1.14

Ensure that the municipality accounts daily for ¢ash movements of all bank accounts in
the financial records.

The Municipal Manager, in conjunction with the C&f@ responsible for establishing
systems, procedures, processes and training angraesa programmes to ensure efficient
and effective banking and cash management fordtasury and budget offices.

Sound cash management would include -

collecting revenue when it is due and bankinganpptly;

making payments, including transfers, no earlianthecessary, with due regard for
efficient, effective and economical programme delfvand the municipality's normal

terms for account payments;

avoiding prepayments for goods or services (i.gnpEnts in advance of the receipt of the
goods or services), unless required by the contahdetrrangements with the supplier;
pursuing debtors with appropriate sensitivity argbur to ensure that amounts receivable
by the municipality are collected and banked prdynpt

taking any other action that avoids locking up mpuaenecessarily and inefficiently, such
as managing inventories to the minimum level neawrgsdor efficient and effective
programme delivery, and selling surplus or undgized assets

performing bank reconciliations on a monthly basidetect any unauthorised entries;
ensuring that dishonoured cheques are followerhupediately; and

the separation of duties to minimise the incidenfdeaud.

Private money, private bank accounts and cashingtprcheques is prohibited.

Delegated authority by the accounting officers epartments must assign authority in
writing to officials to approve warrant voucherBgques or electronic payments.

Only authorised officials may sign cheques and rmisal the counterfoils.

All cheques must be crossed "NOT NEGOTIABLE" or "NO RANSFERABLE"
between parallel lines. The cancellation of cragsiis not permitted.

When an issued cheque is lost, stolen or damageths&ruction to stop payment must
immediately be issued to the responsible bank. @ooérmation has been received that
the cheque was stopped, the transaction must l@esex¥ and a new cheque issued and
accounted for, but only at least thirty (30) dafgerahe date of the original cheque.

Deposit all money received into the bank accourmpsimptly and in accordance with the
MFMA, Chapter 3.

Withdrawals from bank account(s) should be comgl@teterms of the MFMA, Section
11



7.1.15

7.1.16

7.1.17

7.1.18

7.1.19

7.1.20

7.1.21

Designate and advise NT in writing of details af firimary bank account, or any change
in the primary bank account.

In cases where a municipality has more than oné laacount, ensure that only the
municipal manager or CFO is delegated authoritwithbdraw funds from the primary
bank account.

Check to ensure that all relief, charitable andttaccounts are set up in the name of the
municipality and are administered by the municipahager.

Deposit all money received for relief, charitabledatrust accounts into the correct
account, and make withdrawals from those accoumtsfor the purposes for which the
fund was established and where appropriately asgbrby the municipal manager in
terms of the MFMA.

Notify NT of occasions when the bank account(s) toé municipality show an
(consolidated) overdraft position for a period ediag a prescribed period, and provide
details of the amount, the reasons for the overdmafl the steps taken to correct the
matter.

Table in council a consolidated report of withdr&aach quarter, and submit a copy of
the consolidated report to the provincial treasang Office of the Auditor General.

Submit to provincial treasury and the Office of theditor General written details of new
bank accounts when opened, and all bank accoudisyear.

7.2 RECEIPTING MANAGEMENT

7.2.1

7.2.2

The Municipal Manager is responsible for #daeninistration of all receipting procedures
and must take all reasonable steps to ensure tiexeis being managed in accordance
with any auditing requirements as well as any legglirements including as prescribed in
the Local Government: Municipal Finance Managemant, 2003 and in particular
Section 64 of the Act.

The Municipal Manager may delegate the dwtesched to receipting as per paragraph 5
of this policy.

7.3 EXPENDITURE MANAGEMENT

7.3.1

7.3.2

The Municipal Manager is responsible for d@ldeninistration of all expenditure procedures
and must take all reasonable steps to ensure expend being managed in accordance
with any auditing requirements as well as any legglirements including as prescribed in
the Local Government: Municipal Finance ManagemaAnt, 2003 and in particular
Section 65 of the Act, giving due consideratiorsaxtion 11 of the Act.

The Municipal Manager may delegate the datiexhed to expenditure as per paragraph 5
of this policy.



7.4 WITHDRAWALS

7.4.1

7.4.2

The Municipal Manager is responsible for ddministration of all withdrawals procedures
and must take all reasonable steps to ensure atlads are being managed in accordance
with any auditing requirements as well as any legglirements including as prescribed in
the Local Government: Municipal Finance ManagemAnt, 2003 and in particular
Section 11 of the Act.

The Municipal Manager may delegate the datitsched to withdrawals as per paragraph 5
of this policy.

7.5 DEBT MANAGEMENT

7.5.1

7.5.2

7.5.3

7.5.4

In order to ensure adequate cash flow thaaipaity may incur short— or long-term debt,
provided that the Council approves all debt agredsjethe Mayor must sign the
resolutions approving the debt agreements and theidipal Manager signed the debt
agreements.

The municipality is, in terms of Section 4696the Local Government. Municipal Finance
Management Act, 2003, allowed to refinance its lertgrm debt for the purpose of saving
on the cost of debt. The Municipal Manager mustthics purpose, at least annually and as
part of the budget process evaluate and repotiegdCouncil on the cost of existing debt
and whether re-financing such debt will be beneafitd the municipality. As part of the

evaluation the Municipal Manager must determine tifpes of repayments and whether
bullet payments at the end of the debt period dmdreasonably determined nett cost
thereof will not be more beneficial to the Couritthe repayments are invested in sinking
funds and the reasonable projected yield on thesimrents are being brought into account.

The Municipal Manager is responsible for ddeninistration of all debt procedures and
must take all reasonable steps to ensure debting Io@anaged in accordance with any
auditing requirements as well as any legal requémas including as prescribed in the
Local Government: Municipal Finance Management 2003 and in particular Chapter 6
of the Act.

The Municipal Manager may delegate the duditached to debt management as per
paragraph 5 of this policy.

7.6 CASH FLOW BUDGET

7.6.1

In order to ensure that the municipality Bafficient cash available to comply with the
municipality’s commitments to its lenders, credstostatutory payments and any other
commitments, it is necessary to annually compilé anbmit to Council, as part of the
budget documentation, a cash flow projection foe thudget year by revenue-source,
broken down per month.



7.7 WORKING CAPITAL MANAGEMENT

7.7.1

1.7.2

7.7.3

1.7.4

The Municipal Manager must take all reasomaiéps to ensure that the municipality
obtains maximum performance on its assets anchismpurpose the working capital of the
municipality must as far as possible be managedh® maximum benefit of the
municipality.

An acceptable level for the Bad Debt Res&\&1 or better and the Municipal Manager
must take all reasonable steps to ensure thaetet is being maintained. The exercise to
provide for a sufficient level of working capitalust be done as part of the budget process
in order to budget accordingly. Inventory levels favn use, must be kept as low as
possible, creditors must be paid within 30 dayslate of receipt of invoice or statement,
whichever is the latest or applicable but as latpassible but with due regards to possible
discounts on offer and all steps, consistent whi €ouncil’s Credit Control and Debt
Collection Policy, must be taken to recover mordtys to the municipality.

The Municipal Manager must, as part of the monteyorting to the Mayor within 10
working days of the end of each month, report on:

The combined nett balance of the bank and invedtraenounts of the municipality
excluding any balances of unutilised conditionangs, trust moneys kept in accordance
with trust deeds, Sinking Fund Investments madacicordance with any loan- or other
agreements with investors/lenders, other conditifurads for which moneys were received
in accordance with Section 12 of the Act, Debt @n&ee Reserve Funds and other cash-
backed funds for which spending authority must b&ioed from other persons or spheres
of government.

Whether all commitments and accounts had and caralgeon time from the nett balance
above and nett realisable accounts receivable.

Whether there is a nett outflow of cash not in adance with the cash flow budget.
Whether all of the above might cause a financiabpgm on which the Mayor must act in
accordance with the provisions of the Act.

The Mayor must, within 30 days of the encath quarter, report to the municipal council
on the above, and, in the case of identifying arfmal problem, promptly inform the
council and act in accordance with the provisiohtie Act.

7.8 CASH PROCEDURES

7.8.1

Payments received at the Municipal Cashiers, Traftiand Amenities / Resorts.

7.8.1.1 Internal Controls:

Segregation of duties (Cashier and Checking Offjcer

Rotation and switching of Cashiers, must be predtégea cash up procedure (including
the float on hand)

Cash float values should be recorded,;

Cash floats should be periodically reviewed ancushbe sample checked on a daily basis;
Shortages and surpluses in cash should be reccaded;

10



Cash collection times by third parties and banlsihguld not be at set times.

7.8.1.2 Issuing of Receipts:

All payments (including payments received in theilmshould be accompanied by a
computer-generated receipt.

Receipts numbers should be sequential and missougesces should be accounted for.
Original receipts must be given to the customer.

A duplicate computer generated receipt should betgat for the audit and paper trail
purposes.

The following should appear on a computer genenagedipt —

Date on which the receipt was issued,;

Amount for which the receipt was issued;

Cashier responsible for issuing the receipt;

Vote or Account to which the payment is to be ciemtti

Type of payment transaction (cash, cheque, debtiérpetc.); and

Computer generated receipt number.

K/ K/
LR X4

X3

%

R/
°

5

*

e

A

7.8.1.3 Cancellation of Receipts:

Receipts that are cancelled are to be clearly ndavkith cancelled written across the face
of the receipt.

Cancelled receipts are to include the original igqattached to transaction report).
Reasons for the cancellation are to be marked ercahcelled receipt and should include
the signatures of the cashier and Checking Officer.

The transaction trail for the Cashier for the dapudd be reconciled to the number of
cancelled receipts on hand.

7.8.1.4 Cash Balancing:

Daily day end cash-up procedures must be completéare the Cashier and Checking
Officer may leave the municipal premises.

Balancing of the cash on hand to the computer dscarust be performed by means of
reconciliation before closing of offices everyday.

Cash on hand should be counted and the cash Hoatdsbe removed before balancing to
the computer records for the receipts for the tfaya given cashier.

Cash received for the day is keyed into the compsystem for each note and coin
denomination and for cheques and postal orders.

The Checking Officer is responsible for ensuringj tine records balance.

Shortages are immediately made good by the Casmer surpluses are immediately
receipted into the cashier surplus vote.

The Cashier amends the cash received on the comgysieEm and the correct totals are
banked.

Cashiers takings are locked in the safe overnight.

In the morning the Cashier and the Checking Offieeheck the takings.

The takings and deposit book are placed in thegliepox and the deposit box is sealed.
The seal number is recorded in a seal register.

The Security firm responsible for lifting and bamgithe municipal takings records the seal
number in their records and the Checking Officet #ve Security firm representative sign

11



the documentation as receipt of the takings froemNunicipality to the Security firm for
banking purposes.

7.8.1.5 Deposit Books for Municipal Takings:
= The deposit book serves as an agreement betweemuheipality and the bank of the
funds forwarded to the bank for deposit purposss, the appropriately defined municipal
banking account.
= Completion of deposit slips (in ink), by the Cashimust be appropriate, comprehensive
and accurate.
= The deposit book sheets are in duplicate —
o Oiriginal for the bank; and
o Copy 1 fixed copy (book).
= The complete deposit books with all slips are faded to the bank for stamping purposes.
= On return from the bank the deposit slips are egteby the Checking Officer to follow-
up on any discrepancies.

7.8.2  Other Payment Methods

These relate to other payment mediums such asettdéranking, direct deposits, ACB’s,
EasyPay, and Pay-A-Bill transactions.

7.8.2.1 Direct Deposits:

= These transactions are handled by the Accountast ®anagement.

= A summary is prepared and the transactions arelnepinto the receipting system by a
Cashier.

= Balancing between the Accountant: Cash Managementingry and the cashier
transactions summary is completed.

7.8.2.2 EasyPay / ACB and Pay-A-Bill Transactions:

= All payments are handled by the Accountant by meras internet download and transfer
to the TADLINK System.

= The Operator: Data & Systems Maintenance within Birgancial Information Section
transfers the payments received from EasyPay tDdtors System.

= Balancing of the EasyPay transaction totals toBiek totals received is completed by the
Accountant. Cash Management who completes the ocag&hieconciliation.

= Variances are followed up by the Accountant: Casindjement.

= The serial numbers of receipt transfers from treititions must be checked on a daily
basis by accountant to ensure that all receipteAiepare transferred to the Municipality
on a daily basis. These serial numbers must berded by the accountant and any
discrepancies must be followed up on a daily bagithe accountant.

7.8.2.3 Cheque Deposit Box:
= The cheque deposit box must be opened daily.
= Aregister of all cheques received are recorded.
= Theregister includes the following details —

% Client name

12



7.8

7.8

7.8

5

¢

Cheque number

Amount

Account holders name

Date of cheque

Date cheque was received

Municipal Account number

Receipt number (completed by the cashier uponviagethe funding)

Periodically and on a sample basis the chequeteegssreviewed by the Accountant of the
section to ensure accuracy and allocation was coaed to verify that the register is
appropriately updated with the receipt number alled to the transaction.

5

*

K/
A X4

*
°o

3

%

5

*

K/
A X4

2.4 Mailed Cheques:

Similar to the process above the Records / Arclyisiection keep a register of all cheques
received.

Mail is opened by two persons and recorded in ¢géster of cheques.

The Records / Archiving Section deliver the regisied cheques to the Income Section for
receipting and capturing.

The Cashier upon receipting records the receipthaurim the register.

The Checking Officer and Accountant of the sectiewview the register to ensure accuracy
and allocation was correct and to verify that tegister is appropriately updated with the
receipt number allocated for the transaction.

.2.5 Payments received by branches of CAM

All payments received on behalf of CAM by the bimes of CAM should follow the same
procedures as stipulated in sections 7.8.1.1 td. b &bove.

After the daily reconciliation had been completiédnust be reconciled with the computer
records at the head office in Bredasdorp, befopmsie slips are compiled.

2.6 Payments received by Agencies on behalf@AM

Receipts issued for payments received are recahwiith amount recognised for deposit
into CAM’s bank account.

Any variances are followed up by the AccountansiClslanagement.

The Agency is accountable for all monies receivetl the Security firm, responsible for
lifting and banking the municipal takings, colletti® deposit box.

13



8.

8.1

8.1.1

8.1.2

8.1.3

8.2

8.2.1

8.2.2

8.2.3

8.2.4

INVESTMENTS

INVESTMENT MANAGEMENT

The Municipal Manager is responsible for élaeninistration of all investment procedures
and must take all reasonable steps to ensure mepst are being managed in accordance
with any auditing requirements as well as any legglirements including as prescribed in
the Local Government: Municipal Finance ManagemaAnt, 2003 and in particular
Section 13 of the Act.

The Municipal Manager may delegate the dtieched to investments as per paragraph 5
of this policy.

In order to ensure that the Municipal Managerany person delegated in terms of
paragraph 5 complies with this policy in terms of@stments and to capacitate the
municipality further, the Municipal Manager may ti@tt an Investment Manager who is a
natural person or legal entity that is a portfafianager registered in terms of the Financial
Markets Control Act (Act No. 55 of 1989) and Stdekchanges Control Act (Act No. 1 of
1985). The Investment Manager must advise the Mualidlanager or delegated officials
on investments and may manage investments on tmécipality’s behalf, subject to any
conditions and controls the Municipal Manager matednine, examples this investment
and cash management policy.

INVESTMENT ETHICS

All functionaries in the investment managenm@aocess must act with fidelity, honesty,
integrity and in the best interest of the munidiyahnd must seek, within the spheres of
influence of the functionaries, to prevent any ié&e to the investments of the
municipality.

No functionaries in the investment managenyamtcess may use their position or
privileges of, or confidential information obtainexk, functionary in the process for
personal gain or to improperly benefit another gerdnterest rates quoted by one
institution should never be disclosed to another.

No person contracted by the municipality toe purpose of investments or no person
submitting quotes, bids or any other means of aitipe submissions may, either directly
or through a representative or intermediary promaféer or grant any reward, gift,
sponsorships, loan, bursary, favour or hospitadity

= Any official, spouse or close family member of swdficial or spouse; and
= Any councillor, spouse or close family member affsgouncillor or spouse.

The Municipal Manager must promptly reporttie Mayor and National Treasury any
alleged contravention of the above and may makemewendations as to whether the
alleged offending party should be listed on theidweatl Treasury's database of persons

14



8.2.5

8.2.6

8.2.7

prohibited from doing business with the public eecAny such report by the Municipal
Manager must give full details of the alleged bheand a written response from the
alleged offending party, as well as proof that #ieged offending party received the
allegations in writing and were given at leasté&vésn) working days to respond, in writing,
to the allegations.

Any sponsorship promised, offered or grantedhe municipality must promptly be
disclosed to the National Treasury.

Investments by a municipality or municipatity, or by an investment manager on behalf
of a municipality —

Must be made with such judgment and care, undeptkeailing circumstances, as a
person of prudence, discretion and intelligenceld/exercise in the management of that
person’s own affairs;

May not be made for speculation but for investmantt

Must in the first instance be made with primaryarelgoeing to the probable safety of the
investment, the second instance to the liquiditgdseof the municipality or entity and
lastly to the probable income derived from the gtoeent.

Any uncertainty originating from consultatiovith an institution prior to making the
investment, will be considered as a significansosafor not making an investment with
this particular institution.

8.3 INVESTMENT OBJECTIVES

8.3.1

8.3.2

8.3.3

Objective 1 — Security

The first and foremost objective for investmentsthe preservation and safety of the
principal amount invested. It is a requirement timaestments may only be made with
institutions with a creditworthy rating of Al ancktker. Any investments made must be
iquidated if an institution’s creditworthy ratiriglls below the level of A 1.

Objective 2 - Liquidity

The cash flow budget must be used as an instrumetgtermining liquidity needs. Other
factors such as the payment runs for creditorgsdar salary and statutory payments and
dates for debt repayments must also be broughtaiodount to ensure cash requirements,
and resultant investment periods, are being cdledlto such an extent that maximum
yield on surplus cash can be obtained.

Objective 3 - Yield

It is necessary to ensure optimal yield on the wipality’s investments, but a higher yield
should never increase the risk of preservation safidty of the principal amount invested
or not meeting cash flow requirements. Where atitin®n has a sudden increase above
the average market increase in investment rettinesMunicipal Manager must determine

15



whether the institution is in liquidity or finan¢iproblems, and in such an instance
liquidate the investments with such an institu@soon as possible.

8.4 TYPES OF INVESTMENT ACCOUNTS

8.4.1 The following cash — backed investment aotoshould be established:
General surplus cash

Capital replacement reserve fund

Accumulated leave fund

Trust funds where a trust- deed exist

“Allocation “ funds as described in Section 1 okt thocal Government: Municipal
Finance Management Act, 2003, but excludes theageaishare
Sinking funds, if applicable

Debt guarantee reserve fund, if applicable

Post retirement benefits funds

Self — insurance reserve, if applicable

Housing development funds

8.4.2 Where a Trust Deed prescribes how the trustey is to be invested, the prescriptions in
the Trust Deed will prevail over this policy.

8.4.3 ltis a general principle, the higher theesitment the better the yield, and for this purpose
the Municipal Manager should combine as much cdsltaded to the above funds as
possible, and invest it together. Yield should thenallocated according to the capital of
the individual cash — backed funds, through théeStant of Financial Performance.

8.5 APPROVED INVESTMENTS

8.5.1 Investments should be structured accordinthéobest yield available and the liquidity
needs of the municipality. This can include CallpDsits, Fixed Term Deposits and
Endowment Policies for the purpose of Sinking Fumnly. Sinking funds must be created
for the purpose of bullet — payment loans and tvigle for future commitments such as
building enough cash to be able to cover postirereent benefits in full.

8.6 QUALIFYING INSTITUTIONS

8.6.1 It is of utmost importance that the investmentsyobke placed with credit—worthy
institutions with a credit-rating of A1 and Al+,less such Institution is the Bank where

the Council’s current account is held.

8.6.2 An Institution’s quotation will only be considerdits current grading as well as the date
of the grading is shown on the quotation.

8.6.3 The following investments are permitted:
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8.6.3.1 Securities issued by National Government
8.6.3.2 Listed corporate bonds with an investment gradéngafrom a nationally or an

internationally recognized credit rating agency.

8.6.3.3 Deposits with banks registered in terms of the Bafét, 1990 (Act 94 of 1990)
8.6.3.4 Deposits with the Public Investment Commissionesscantemplated by the Public

Investment Commissioners Act, 1984 (Act 45 of 1984

8.6.3.5 Deposits with the Corporation for Public Deposiésscantemplated by the Corporation

for Public Deposits Act, 1984 (Act 46 of 1984)

8.6.3.6 Banker’s acceptance certificates or negotiabldifmates of deposit of banks registered

in terms of the Banks Act, 1990 (Act 94 of 1990)

8.6.3.7 Guaranteed endowment policies with the intentioastéblishing a sinking fund
8.6.3.8 Repurchase agreements with banks registered irstafithe Banks Act, 1990 (Act 94 of

1990)

8.6.3.9 Municipal Bonds issued by the municipality
8.6.3.10 Any other as might be approved by the Minister inaRce

8.7

8.7.1

8.7.2

8.7.3

8.7.4

INVESTMENT DIVERSIFICATION

Without limiting the Municipal Manager to argpecific amount or percentage of
investments, it is hereby established that investmmade by the municipality should be
diversified as much as possible between diffenestitutions, maturity dates and types, but
nothing prevents the Municipal Manager from inuggtmore cash with an institution than
by another institution with due regards to the d#&d of care and objectives set in this

policy.

Having determined that funds are available for stwent and the maximum period for

which the funds may be invested, the CFO (or hlegied nominee in the treasury and
budget section) needs to consider the manner ichwthe investments are placed. As rates
can vary according to the money market perceptaated to the term of the investment,

there is merit in obtaining quotes for periods itthe maximum determined.

Funds should be invested, as far as it is pratyipalssible, with the two institutions that
offer the highest rates. This form of diversificatiis used to lower the aggregate risk of the
investment.

No investment will be made with the Institution whdhe Council’s current account is
held.

8.8 COMPETITIVE SELECTION OF BIDS OR OFFERS

8.8.1

In establishing where investments must beenatlleast 3 (three) written quotations must
be obtained by the Municipal Manager from any @f itistitutions listed in paragraph 8.6
above. The Municipal Manager may not divulge inderates to other institutions during
the quotation process. If Investments Managers ttesssury desks for the purpose of
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obtaining quotations, the quotations, with a wnitteason why a specific institution was

chosen if the yield is lower than that of anothestitution, must be forwarded to the

Municipal Manager, who must evaluate the reasodsissue such instructions as deemed
necessary.

8.8.2 Before placing funds externally, consideratioust be given to whether the funds cannot
be utilised at an equivalent rate to substituteereetl borrowing, as there is normally a
margin between the rate at which local authorit@s borrow funds and the rate at which
investments can be made over similar periods.

8.9 COMMISSIONS OR COSTS

8.9.1 No commission for investments made or refersgayable to an official or councillor, or
spouse, business partner or close family membearofofficial or councillor by an
institution or investment manager.

8.9.2 Any commissions, other rewards or costs paidn investment manager by an institution
must be declared to the municipality by the in§ttu and Investment Manager by way of
certificates. Any quotation given to the municipalby an institution or Investment
Manager must be net of costs, rewards or commissibnt must also indicate the
commissions, rewards or costs which will be paitespect of the investments.

8.10 PERFORMANCE

8.10.1 The Municipal Manager must annually measane report to the Council on the
performance of its:
e Investments in terms of the stipulated objectiviethis Policy; and
¢ Investment Managers in terms of the stipulated aivjes of this policy.

8.11 FORBIDDEN ACTIVITIES

8.11.1 No investments may be made other thanemame of the municipality.

8.11.2 Money may not be borrowed for the purpdsewestments

8.11.3 No person, including officials and councglomay interfere or attempt to interfere in the
management of investments entrusted to the Munidifamager or persons delegated by
the Municipal Manager including with the Investméfdnagers.

8.11.4 No investments may be made other than be denordimat®and and which is not indexed
to, or affected by, any fluctuations in the valdeéh® Rand against any foreign currency.
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8.12 REPORTING

8.12.1 The Municipal Manager must, in addition e teporting in paragraph 7.7 above, within

10 working days of the end of each month submihé&Mayor a report describing in detail
the investment portfolio of the municipality asla¢ end of the month.

8.12.2 The report referred to above must contain at laasatement, prepared in compliance with

generally accepted municipal accounting principkes,amended from time to time, that
gives the

Beginning market value of each investment fornfmnth;

Additions and changes to the investment portfadiothe month;

Ending market value of each investment for the tmcand

Fully accrued interest/yield for the month.

8.12.3 The Municipal Manager, in making investmemsist remind the relevant institutions of

9.1

9.2

9.3

the institutions’ legal reporting responsibilitiesterms of Sections 13 (3) and 13 (4) of the
Local Government: Municipal Finance Management, 2003 and must get a certificate
from the institutions that the institutions willroply with the Act. A single certificate per

institution for any current and future investmemiay be obtained and must be kept on the
municipality’s investment file.

REVIEW OF THE POLICY

This Cash Management and Investment Polidyeisole policy governing cash management
and investments in the municipality. Any reviewstlis policy must be approved by the
Municipal Council.

The Mayor must submit any proposed changehigopblicy to the Council as part of the
annual review of policies submitted with the buddtumentation.

Whenever the Minister of Finance or the Natiofraasury or the Auditor-General requires
changes to the policy by means of legislation guests it should be reviewed promptly in
accordance with such requirements, giving full det# the reasons for the revision.
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