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Tariff Policy

L INTRODUCTION

Atariff policy must be complled, adopted and hmplemented I terms current legislation. This Policy will
the levying of fees for municipal services provided by the munigipality itsell or by way of service
tlivery agreements. In selling its annual tarilfs the council shall at all times take due cognisance of
the taritis applicable elsewhere I the economic region, and of the Impact which its own tariffs may
have on local economic development.

2 L.LEGISLATION

Fa the purposes of this Polley, the Reglonal Services Counclls Act No, 109 of 1985, the Munlcipal
Fhance Management Act No. 53 of 2003 and the Local Governinent Municipal Systems Amendment
Ad No. 44 of 2003 has been used as a reference.

3. OBJECTIVES

The objective of the tariff policy Is to ensure the folfowing:

* The tarlffs of the Municipality conform to acceptable policy principles;
* Municipal seivices are financially sustainable;

* There Is certainty in the Cotingll, of how the lariffs will be determined:
+ Tariffs of the Munlclpality comply with the applicable leglslation; and

* Tarlifs should take into consideration reiief to the indigent,

4. POLICY PRINCIPLES

The Municipality's tarlif policy will reflect the following principles:

* Users of municipal services should be treated equitably In the application of tariffs;
* The amount individual users pay for services should generally be In proportion to their use of

that service;
* Poor households must have access to al least baslc services through:

o Tarlffs that cover only operating and maintenance cosis;
o Special or life line tariffs for low levels of use or consumption of services or for basic

leveis of service; or
0 Any olher direct or Indirect method of subsidisation of tariffs for poor housesholds,

+ Tariffs must reflect the cosls reasonably assoclated with rendering the service, inchuding
capital, operating, maintenance, administration, replacement costs and interest charges:

* Tariffs must be set al levels that facilitate the financial sustainability of the service, taking into
account subsidisation from sowces other than the service concemed. A semvice is
financially sustalnable when it is provided In a manner that would ensure It's financing from
internal and exiemal sources is sufficient to cover the costs of the Initlal capltal
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expenditure required, operating the service, maintaining, repabing and replacing the physical
assets used in its provision;

» Provision may be made In appropriate clicumstances for a surcharge on the taniff for a

service;
* Provision may be made for the promotion of local economic development through speclal

laviffs for categories of commerelal and industrial users; and
* The economical, efficlent and effective use of resources, the recycling of wastes and other
appropriate environimental objectives must be encouraged.

The extent of subsidisation of tatffs for poor households and other categories of tsers should be fully
disciosed,

5. NEED FOR A TARIFF POLICY

51  Revenue Adequacy and Centalnity,

The Municipality must have access to adequate sources of revenue to enable it fo carry out its
functions. The Munfcipality must:

» Fully uiilize the available sources of revenue to meet s developinent objectives; and
+ Be reasonably cerfaln of its revenue lo allow for realistic planning.

5.2 Sustainability,

Financlal sustainability requires that the Municipality must ensure that its budget balances, This
means that the Municipaity must ensure that:

« Services are provided at alfordable levels; and
s |t1s able to recover the costs of service delivery.

The Municipality reafises thal no aid will be provided to it if it exceeds ils budget or fails to establish
proper financlal management confrols. Councllors will set realistic budgets. All members of the
community have the right fo have access to at least a minimum level of basle services, There is
therefore, a need to subsidise poor households, who are unable to pay even a proportion of service

cosls,

5.3 Effective and Efficient usage of Resources.

Resources are scarce and must be used in the best possible way to reap the maximum heneflt for the
cammunity, However, there are no mechanisins avatlable o ensure that the Municipality's declsions
will ensure effective allocation of resources. It Is therefore important that the community provide the
necessary checks and batances. They can do this by particlpating in the budget process. In addition,
performance audits should be carried owt by the office of the Auditor-General or outsourced to a
private firm. Eficiencies in spending and resource allocation will ultimately increase the access of the

poor ¢ hasic services,
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54  Accounfabilily, Transparency and Good Ggvernance.,

The Municipality must be accountable to the community for the use of its resources. Councliors must
he able to:

» Justify thelr expenditure decisions; and
» Explain why and how the revente necessary to sustain expenditure, is raised.

Budgeting and the finandial affairs of the Municipality must be open lo public scrutiny, In accordance
with Section 22 of the Municipal Finance Management Act No 53 of 2003. The community should be
part of the declslon-making process about how revenue Is raised and spent. Communlty participation
in budgeting should Include those groups in the community; such as women, who face particular
constralnts in participating. It must also Include a capacity-buliding component to ensure that people
understand the priositisation process (why resources are allocated lo one area rather than another).

5.5 Equlty and Redistributiorn,

The Municipality must treat members of the communily equitably with regard to the provision of
sefvices,

5.6 Developmen{ and Invesiment.

Meeting baslc needs In the context of existing services backlogs, will requlre Increased Investiment In
mupicipal Infrastructure.

6. IMPLEMENTATION OF POLICY

6.1  Free Baslc Services,

The Municipality subscrihes to the policy that everybodly is entitled to a minimum amount of free basic
services. A basic service Is a service that is necessary to ensure ai acceptable and reasonable guality
of life and, ¥ not provided, would endanger public health or safety of the environment. The Municipality
will aim to achleve the goal of providing free hasle services to everyone Therefore this Tarilf Policy has
been davelop in confunction with the Joe Ggabi™ District Municipality's Indigent Policy.

The specific services are:

+ Water
« Sanltation;

The Councll is aware that It currently does not provide these sewvices to all resldents within lts
municipal area, It is also aware that, more than likely, sonie of the services It currently provides in
conjunction with the above-mentioned services may be transferred or assigned to other hodies. 1 the
iatter case, the Council conuvils to make representations and negotiale with those seivice providers to

achieve its goal.
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in order to ensure affordable services, the Counclf will introduce a stepped tatiff structure in which
constmers that use more of a service will pay progressively more for higher consumption than those
who consuime less of a service,

6.2 Alfordable Tariffs

The Council is awarg of the financial siuation of most residents within the municipal area. Therefore,
the Councli undertakes to keep tarlffs at affordable levels,
In order to ensure that tarlifs remaln affordablo, the Councli will ensure that:

+ Services are delivered at an appropriale level;

+ Efficlency Improvements are actively pursued across the Municipalities' operations;

+ A performance management system s Infroduced to ensure that plans thal are devised are
actually implemented, that resources are obtalned as economically as possible, used
efiiciently and effectively and that appropriate service delivery mechanisms are used;

+ Any nan-core functions that it currently peiforns are phased oul as soon as possible without
depriving the comimunity of any services that really contributes to the quality of life of
people in olr area; and

+ Any service that is provided for which there is litle demand, that is priced under the actual
cost of providing it and which requires the Municipality to malntain significant infrastructure
and other facililies, are phased oul, except where the Council is by law required o provide
such & service,

To increase affordabllity for indigent persons, the Council will ensure that its equitable share of
revenue raised nationally, will be used to subsldise a certain lavel of basic seyvices for them.

6.3 Taviff Equality for Services Rales.

The Council belleves that all residents and must pay the sane tarill for the same level and quailty of
service, [However different categorles of properlies can have different tariffs,

6.4 Pavment for services rendeied

ilaving regard for the abovementioned Council's policy on a minimum amount of free hasic seivices
for all, the Council befieves that consuniets of services must pay for the amount of services that they
use. Where it Is possible to measure the consumption of services, the Council intends to install
metering systems as it the case of water usage, and 10 take into account the free service element, In
this regard the Councll wiil develop a programme o Install meters In appropriate cases. Also It the
Council's policy that the tariffs for such services must Include all relevant cost factors as staled above.
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6.5 Setvice Defivery Sustainabifity,

The Municipality must ensure that the services that it provides must he sustalhable. Financlal
sustalnabllity of an enterprise will be achleved when It is financed in a manier that ensures that its
financing Is sulficlent. The tariif for a service must therefore be sufficient to cover the cost of the Initial
capltal expenditre required and Interest thereon, managing and operating the service and
maintaining, repalring and replacing the physical assets used in its provision. However, sustainabilily
does not only mean that the price of the service must Include all the relevant cost elements, It also
means that the charges to be levied must be collected. The Councit will therefore adopt and apply a
Crediit Control and Debt Collection policy to ensure that property rates and setvice charges are
recovered. Where a trading antt economic service is avallable to a property, an avallabllity fevy wilt be
Imposed If the occupler of the propeity does not use the service concerned or If the propetty is vacant,
The availability levy, if possible, will be adequate to cover the pro rala cost of the initial capital
expenditure and interest thereon and the maintenance of the Infrastructure assoclated with service

delivery.

6.6 Tarilf Determination

Tariils represent the charges levled by Councll on consumers for the ulilization of services provided by
the Municipality and rates on properties. Tarifis may be calculated in varjous different ways, dependent
upon the nature of the service belng provided, Tarilfs may be set in stch a mahner so as lo recover
the full cost of the service belng provided or recover a portion of those costs, or to bring about a
surplus that can be ulilized to subsidise other non-ecanomical services.

In special circumstances, such as significant increases in the wholesale price of goods and services
that the Councit purchases during a year to provide services, the Counclf will review Its tariffs during
the preparation of the annual budget In accordance with the policy stated above, Proposed tariffs will
be presented to the community during the Council's consultations about the budget,

immediately after the Councli has determinedt or amended a taiff, the municipal manager must clearly
display it at all the offices of the Municipalily as well as at such other places within the municipal area
as she / he may determine, a notice. The notice imust state;

+ The general pirpose of the resolution;

« The date on which the determination or amendiment comes into operation;

+ The date on which the notlce is displayed,

¢ That any person who desires to object to such determination or amendment mnust do so In
writing within 14 days after the date on which the notice was displayéd; and

+ That any parson who cannot write may come during office hours to a place where a staff
member of the Municipality named In the notice will assist that person to transeribe her/hls

objection.
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if no objection Is lodged within the perlod stated In the notice the determination or amendment will
come Into operation on the dafe determined by the Councll, Where an objection Is lodged, the
Munigipality will consider every objection. The Cotncil may, afier it has consldered all objections,
confirm, amend, or withdraw the determination or amendment and may determine another, on the dale
on which 1he determimation or amendiment will come Into operation. After the Council has considered
the objections it will agaln give notice of the determination, amendment or date as determined above
and will also publish it as determined by the Councll.

7. SOURCES OF REVENUE

The Munleipality may Impose:

« surcharges on lees for services provided by or an hehalf of the Municipalily; and
« I authortsed by Matlonal leglstation, other taxes, levies and duties appropriate to Local
Government, but it may not impese income tax, value-added tax or customs duty.

‘The power of a Municipalily {o Impose rales on propetrty, surchaiges oh fees for services provided by
or oh hehalf of the Municipallty, or other taxes, lavies or dutles: ‘

» May not be exercised In & way that materially and unreasonably prejudices national economic
policies, econontic activities across munlcipal houndaries, or the national mobitity of goods,
services, capital or lahour; and

+ May be regulated by national legislation,

The Cotmcil may finance the affairs of the Municipalily by:

+ Charging fees for services; and
+ Imposing surcharges on fees, rates on property and to the extent authorised by national

jegiistation, other taxes, levies and dutles,

The Municipality will establish approjprfate mechanisms, procedures and processes to ensure
commurity particlpation th, amongst other things, the preparation of its budgel.
The following provisions will be applicable:

+ The revenue of the Municlpallty consists of the grants, taxes, fees, charges, fines and other
stms imposed or recoverable by or payahle to the Council under any law;
+ Interest will not he applicable 1o persons with an indigency status(refer to Indigent Policy;
+ The Cotincil may charge interest on any other amount due to it that may not have heen pafd
within thirty days from the date on which such amounts became due, The Interest rale

charged is one percent higher
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than the rate payable by the Coundil to its bank in respect of an overdraft for the period during which
stich amounts remaln unpaid after the expiry of the period of Ihirly days. Interest may not be charged

oY

o Flnes imposed by a court and due to the Council; and
o Monies due o the Council in terms of a law and in respect of which that faw provides that
a penally on Iiterest must be levied if such monles are not pald oh the date when due

or payable.

» The interest raies referred to above must he amended on the first day of the month following
on the month in which the Council's bank has amended the interest rate payable hy the

Council to its bank i respect of an overdratt; and
« Any line imposed or money treated as bail in respect of any offence under the ordinance or a
bylaw made by the Councll, must be pald to the Municipality,

8. TARIFF STRATEGY

The Councll's strategy is to recover the full financhal cost of rendering the services required by the
community from the commentity, Including the cost of capitak:

* The starting polnt lo recover cost Is the determination of service levels. These shall be based

on haslc human needs;
+ The second polnt will be to ensure a sustainable service delivery based on the set service

level; and
+ The third polnt will be the upgrade of services to higher levels In accordance with the

affordabllity of the community and the ability to render the upgraded services It a
sustalnahle manner.

8.1 Recovery of Cost.

Resource management expenditire Is those aclivities thal are réquired to regulate, manage and
maintain the service.

8.2 Capltal Costs (Depraciation).

Capital cost expenditure fs the Council's obligation o meet the repayments on loans negotlated to
finance the provision of the service.

8.3 Malntenance Costs,

These are normal running costs to malntain the service at the established level of service provision.

8.4 Conisumption /Usage.

In the case of measurable services, the aclual cost of usage of the services is easily determined.
Where measurable services are provided without measuring devices belng Installed, the cost wilf he
calculated hy using the sectorlat charge
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multiptied by the bullk registered consumption or estimated volume of consumption divided by the
number of householdsiproperties.

8.5 Cost of Immeasurable Senvices.

Thase services are normally community and subsldised services and the cost will be recoverable
through a rating policy as determined from time to lime, Recovery of costs will therefore he equalised
over the total area of jurlsdiction of the Council and the principle of collective payment will apply.

0. SERVICES CLASSIFICATION

Tradittonally, municipal services have been classified into four groups based on how they are financed,
The four groups are as follows:

9.1 Trading Setvices.

Waler and eleclricily provislons are trading services, Typically the consumption of a trading service s
measurable and can be apportioned to an Individual consumer, These services are managed like
businesses. The laiiffs for these services are determined In such a way that a net trading surplus is
reallzed. The trading swrplus Is used to subsidise the tarifis of non-trading services, In other words to

relieve property rates.

9.2 Economical Services.

Sewage and domestic household removal are economic services. Tha consumption of an economic
seivice can he measured or determined with reasonahle accwracy and apportioned to an individual
consumer. Whilst they are also managed like businesses, the taviffs for these services are normally
determinad in such a way that user charges cover the cost of providing the service,

9.3 Subsidised Services,

Subsldised services Include fire fighting, approving huilding plans and the construction of hulldings,
leasing of municipal facllties, selling of burlal sites and certaln town planning functions, Subsidised
services are those seivices the consumption of which can be determined reasonably accurately and
apportioned to individuals and consuimers. However, if the tariifs for using this service were based on
its real cost, nohody would be able to afford i, In most cases not only would the consutmer henefit
frott using the service, hut also other persons, A user charge Is payahle for using the service, but the
tatiff Is much lower than the real cost of providing the service.

9.4 Communily Seivices.

Communily services are those services the consumplion of which cantiot be determined nor
apportioned to individual consumers. These services are typically financed through finance rates.
Examples are the establishment, operation and maintenance of parks and recreation facliities,

provislon and maintenance of
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roads and storm water drainage systems, the establishment, management and malntenance of

cemeteries and traffic regulation,
The Municipality also provides services In suppott of the above-mentloned services. These are called

stafi functions and Include commiltes services, records and archives, financial management
accounting and stores, occupational health and human resources management, These services are

financed through property rates.
10, CATEGORIES OF USERS

The tanilf structure of the Joe Geabi District Municipality will make provision for the following
categorles of users:

(a) domestic;

{b) commercial;

(¢) Industsial;

(<) agricuitural;

{e) rural;

(0 municipal seivices; and

(9) special agreements for users not falling in any of the above-mentioned categories.

Where there Is a substantial difference between the standard of services provided to a specified
category of users, the Councit may, after the presentation of a repori hy the designated Councillor,
determine differentiated tarilfs within the specified category.

11, TARIFF CHARGES

111 Services charges.

An important saurce of local own revenue Is charges that are directly related to the provision of
munfcipat services, The majority of these are utllity charges, such as water. Cost recovery is an
essential part of sustainable service delivery. In adoptihg what Is fundamentally a two-patt tarllf
struslure, namely a fixed avaflabihity charge coupled with a charge based on consumption, the
municipality believes that It Is properly attending to the demands which both future expansion and
variahle demand cycles and other iluctuations wiil make on service delivery,

11.1.1 Water

The categories of water consumers as set out below shall be charged at the applicable tariffs, as
approved by the councli in each annual budget. Tariff adjustiments shall be effective from 1 July each

year, Calegories of copsumption and charges shall be:

1 All domestic water consumers registered as Indigents with the municipalily shall receive free the
first 6 (six) ki of water consumed per month, Thereafter a stepped tarff per ki as determined by
the councll from time to time shall be applicable on metered water consumplion, as set out in

Part 3 of this policy.
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(] All other domestic constimers shall be charged for actual waler consumption at a
stepped lariff per ki as determined by the council from time to time, and as set out in
Patt 3 of this policy.

O The tarfif applicable to domestic consumption of water shall not exceed 75% per ki of
the tariff applicable to other consumers, All other consumers, inchuding businesses,
industries and institutional conswmers shalt pay the same single tailff per Ii, krrespective
of the volume of water consumed.

n A basle charge per water eler, as delermined by the councll from time to time, shall
be charged on all water consuiners, except registered indigents and consumers using
prepalid maters,

0O The local municipality’s departmental water consumption shall be charged at cost.

11.1.2 Sewerage

The categories of sewerage users as set oul helow shalt he charged per month at the applicable tarilf
as approved hy the council in each annuad budget. Tariff adjustments will be effective from 1 July each

veal, Categories of usage and charges shall be:

]
a

11,2

A hasic (availability} charge per month shall be charged for undeveloped erven, irrespective of
thelr periitted or Intended use.

A fixed monthly charge based on the costs of the service shall be charged for bucket removal
for domestic users. Reglstered indigents may recelve such discount on this charge as the
council deems affordable when approving each annuaf budget, butl on the understanding that
such discount shall not be less than 60% of the monthly amount bllled for this service,

A fixed monthly charge hased on the costs of the service shall be charged for domestic users.
Reglstered indigents may receive such discount on this charge as the counclt deems
affordable when approving sach annual budget, but on the understanding that such discount
shall hot he Jess than 50% of the monthly amount bifled for this service.

A fixed monthly charge hased on the costs of the sevice per sewer politfioliet shall be
charged to all buslesses, indusiries and Institutional users.

A fixed monthly chafge per sewer pointitollet shall be charged to the local municipallty's
departments equal to tha lowest {domestic) tariff,

An effiuent fee shall further he payable by faclories and other industrial users where the
waslewater emanating froim such userfs requires speclal purification measures by the
nnicipality, Such fees shall be hased on the {oxic conient of the wastewater concerned and

the costs of the purification.

Sundrles

The followlng services shall be considered as economle setvices, and the taiilfs levied shall cover
100% of as near as possible to 100% of the budgsted annual operating expenses of the service

concarned:

]
0

walet, sewerage: iew conneclion fees
photostat copies and fees
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The following charges and farllfs shall be considered as regulatory or punitive, and shall be
determined as appropriate in each annual budget;

L3 water: disconnection and reconnection fees
D penalty and other charges fmposed in terms of the approved policy on credit control and debt

collection
O penally charges for the submission of dishonored, stale, post-dated or atherwise unacceplable

cheques.,

12, UNIT OF MEASUREMENT

The following units of measurement will, where possible, he used to determine lariffs:

Water

{1 Caost per unit {kilolitres consumedy.
01 Basic cost plus cost per unit charge (kifolltres consumed),
O A flat rate will be applicable when consumption is not measured.

Sewerage

{1 Percentage of water consumption.

O Percentage of water consumption plus costs for strengih of disposal.

O Basle charge - based on the area of the property and (ixed cost assoclated with the seérvice.

0 Additional charge — hased on the area and varlable costs of the service.

0 When area of properly Is not available a flat rate based on the average cohsumption per

categories of consumers will he applicable,

13, RESPONSIBILITY/ACCOUNTABILITY

The Council or designates of the Council have the overall responsibllity of fayling down the Tariif Policy,
The Municipal Flnance Management Act defines the responsibllity of the Munlcipal Manager as
ensuring that the Tariff Policy be in place and that It is effectively implemented.
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