LIMPOPO

PROVINCIAL GOVERNMENT
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By 8F Toma  Teb 045 201 88683

TG Al MUNICIPAL MANAGERS
All CHIEF FINANCIAL OFFICER
ALL REVENUE MANAGERS/ MUNICIPAL INVESTMENT MANAGERS
ALL HEADS OF INTERNAL AUDIT
ALL RISK OFFICERS

Dear BiffMadam

SUBJECT: MUNICIPAL INVESTMENTS

The Provincial Treasury has received numerous gueries regarding permitted municipal
vestiments, We refer to the Municipal Finance Management Act No. 56 of 2003 and
Municipal Investrment Regulations No. 27431,

The Municipal Finance Management Act No. 58 of 2003 stipulates that a municipality must
establish an appropriate and sffective cash management and investrnent policy in accordance
with any framework issued by the Finance Minister. The Municipal Investment Regulation
came infe effect from 1 April 2005, The Municipal Investment Regulation Section (&)
stipulates permitted investments as follows:-

securities issued by the national govemment;

fisted corporate bonds with an invesiment grade rating from a nationally or

infernationaily recognized credit rating agency;

- deposits with banks registered in ferms of the Banks Act, 1990 (Act No. 94 of 1880y,
deposits with the Public invesiment Commissioners as contemplated by the Pubilic
Investment Commissioners Act, 1984 (Act No. 45 of 1884},

- deposis with the Corporation for Public Deposits as contemplated by the Corporation
for Public Deposits Acl, 1984 (Act No. 46 of 1984);
banker's acceplance cerlificates or negotiable certificates of deposit of banks
registered in terms of the Banks Act, 1896



guaranteed endowment policies with the intention of establishing a sinking fund;
repurchase agreements with banks registered in tens of the Banks Act, 1990;
municipal bonds issued by a municipality; and

any other investment type as the Minister may identify by regulation in terms of section
168 of the Act, in consultation with the Financial Services Board.

The list of banks registered in terms of the Banks Act can be accessed on the website at
the following link:-
http://www.resbank.co.za/RequlationAndSupervision/BankSupervision/Pages/SouthAfrica

nRegisteredBanksAndRepresentativeOffices.aspx

The Municipal Finance Management Act Section 173 (5) stipulates that a councillor, an official
of a municipality or municipal entity, a member of the board of directors of a municipal entity
or any other person is guilty of an offence if that person deliberately or in a grossly negligent
way—

(a) impedes an accounting officer from complying with a provision of this Act:

(b) gives incorrect, untrue or misleading information material to an investment decision

relating to borrowing by a municipality or municipal entity

A municipality or municipal entity must take all reasonable and prudent steps and standard of
care to ensure that it places its investments with credit-worthy institutions. Investments
denominated in foreign currencies are prohibited. No fee, commission or other reward may
be paid to a councillor or officials of a municipality or to a director or official of a municipal
entity or to a spouse or close family member of such councillor, director, or official in respect

of any investment made or referred by a municipality or municipal entity.

Kind reg d
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Tel: (015) 298 7000, Fax: (015) 295 7010 Website: http/www.limpopo.gov.za
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GOVERNMENT NOTICES

NATIONAL TREASURY
Mo, R, 308 1 April 2005

LOCAL GOVERNMENT; MUNICIRAL FINANGE MANAG EMENT ACT 2003
MUNICIPAL INVESTMENT REGULATIONS

Tho Minlster of Flnanoce, acting with the consumence of the Minister for
Provincial and Lotal Giovornment, has In terms of gsotion 180, reasl with
secton 13 and 99 [2) (g), of the Local Governmest: Municipal Finsnes
Manmgement Act, 2003 (Act No. 56 of 2003), made the regulations as sat out in
the Schadule,
SCHEDIILE
Datinitions
1. in these reguintions, unloss the comtext Indicates ai-hervdsga;,' & WoRd of expression
o which & meaning has baen assigned In the Act, has the same msaning, and —
A means the Local Govemmans Muricipal Finance Managemant Act, 2003
st No, 56 of 2008); _
“investes” means an insttution with which an investment is placed, or its agent;
“tnvestment mantagsr” means a naiurad person or legal entity that is g portfollg
manager reglstered In terms of the Financial Markets Control Act, 1888
(Aot No. 55 of 1989, and Stochk Exchiangss Control Act, 1985 {Act Mo, 1 of
1985}, contracted by a municipaity or muntelpal entity t_c‘;
@ advise it on investments: '
i} manage investments on #s behalf; or
3 advige # on invastments and manage investments on s hehalh
“trust money” means money held in trust on bohalf of third partlas In a hust
conteraplated in tarms of section 12 of the At

Agplication
2. {1} These myiiations apply io ~
{5} ait munioipaliien:
) all murigipal entities; and
i) all investment monagsss acling on behalf of, or asslating, a
runicipality or municipat entity in making by h{anaging inwvastmenta.

{€} These regulations do not apply —
{a} o a pension or providert fund registered in terms of the Pensian
Furds Act, 1856 (Act No. 24 of 1958}, or any subsequent legistation:

of
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{b3 {n respact of frust money administared by a municipality or municipai
entity where a tust deed preserbes fow the Wust money 15 to be

iveshad,

{3} Murdcipal penston or provident funds which do not comply with subregulstion
(2} {a} are exempled from these regidlations uniil 30 Juns 2008,

14} The ascounting officer of a municipality and municips! entity mugl provide the
National Treasury with detallz of alf pansion or provident funds that do not
soraply with subreguiation (2 {a} within 30 days of protaudgation of thess
regulations,

Adoplicn of investment policies

3. {1} The nvestment polioy to be astablished by & rounigipality in téerm-s of saction
13 {8) of the Act, st he -
&) adoptad by the coundl of the municipaifty; and
Hal] consistent with the At and these reguiations.

{2} The board of directors of @ municipal entily must adoy an Investment policy
for the entity consistert with the Aot and these regutations.

{@ Al investiments made by & municipalily or munisipal agntity, or by an
Investment maneger on behalf of a municipalty or municipal andily, rust be in
accordance with the investment policy of the municipality or entity and these

ranulations,

Uore elements of lnvestment policies
4. The ovesteent polioy of a munlelpality or mumicipal sntity must
(=} be in werifing;
it giva effect to these regulstions; and
{o} sat oyt -~
i e scope of the polioy;
2] the eljectives of the polioy, with dus regard to the provisions of
these reguations relating fo -
{aw}  the preservalion and safety of hvesiments as the
primary alm;
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)

{vi)

{yify
{wik}

(g

)

by the nead for investment divarsiication; and

fea}  the lguidity needs of the municipatity or municipat antity -

& mirdmum acceptatle cradit raling for investments, including —

{amy & Hat of approved investment types thet may be made,
subled! 6 reguiation 8; _

{ob} & list of approved institutions where or through which
investments may ba made, subject to requiation 10

procedures for fhe invitation and seloction of competitive bids

of otfers In accordance with Part 1 of Chapter 11 of the Act;

measures for ensutdng implementation of the policy and

infarnal control over investments made;

procedures for feporting on and monitening of all invesiments

made, subject o regulation §; )

procedures for benchinarking andg performanne evaluation:

the asstgnment of roles and furistions, inciuding any delegation

of desigton-making powers; L

if investment managers e 10 be uged, cond'rt-icn_s for thalr use,

inciuding thelr liabllity in the event of non-compliencs with the

policy or these regulations; and _

procehures for the annual review of the polloy,

Standard of eare 1o be exerclasd when making Investments
5. Ivestmants by a municipality or municipal entlty, or by an Investment manager on

batieif of a municipality or antity - _
must he made with sush judgment and care, under the prevailing

(a)

{0y

{l

circumstances, ag a person of prudencs, discretion and intaliigonce

wolilt exarciss i the management of that person's owe affains;

miay not he made for specutation but must be a genuine investment;

and

must i the firet instance be made with primary regard being to the
probable safety of the Invegtment, in the aécons} instance o the
tiguidity needs of tha municipality or municipal entity and sty o the
prishabie incomea derved from the investrmaot,
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Pormitisd investmeants
4. A municipaiity of muricipal entity may invest Tunds only In any of the following

nvestment types -

{a}
{r}

sacurities issued by ihe national government;

fistad corporate bonds with an Investmant grade raling from a
rationally or intemationally recognised credit rating agsnoy;

cepusits with banks registerad in lerms of the Banks Act, 1590 At
Mo, 84 of 18903

deposits with the Public lnvesiment Commissioners as contemplated
by the Public Investment Commissioners Act, 1884 (Act No. 48 of
1884,

depogite with the Corporation for Public Deposits as contemplated by
the Corporation for Public Doposits Acl, 1884 {Act Mo, 48 of 1984);
banker's acceptance certificates or negotiable centificates of dopeosit of
banks registered in forms of the Banks Act, 1900

guaranteed endowment policies with the inlention of eatablishing a
winking fund;

fepurchase agreements with banks ragistersd in terms of the Banks
Act, 1800

runicipal bonds fssued by a municipality; and

#ny other 'inves%mant type &5 the Minister may ldentify by regudation in
termn of seclion 168 of the Aet, in consultation with the Flrancial
Hervives Board,

Investments dencminated in foreign currencies prohibited

7. A municipafily or municipal entity may make an investmant only f the nﬁvaﬁment
is desomingted In Rand and 18 not Indexed {0, ur afected by, fsuctuer:ona in the
value of the Fand againgt any forelgn carancy,

Payment of commission

B (1) Nofea, commission or other reward ray ba peid 1o a counciiter or officiat of a
munizipality of 1o a director or official of & municipal entity or to 3 spouse or
clese fomily member of such souncitior, director of officiad i raspact of any
investment made or referred by a mumlclpality or municipal entity,
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{2} If an Investes pays any fes, commisslon or other reward to an Invasimant
ranager in respect of any investment mads by a municipality or munfsipal
enfity, bath the invesies and the nvestmen manager must declare such
payment 10 the ootncll of the municipatity or the board of dirsctors of the
municipal entlty by way of a cartificate disciosihig fui.i' détaiis of the payment.

Reporiing requirements

8. {1) The accourting officer of & municipalite or ma;zni-t:ipai 'e%':iéfy miest within 14
working days of the end of each month, as part of the section 71 ropon
required by the Act, submilt to the mayvor of the musvcipatity or the board of
dirsctors of the municipal entity a report describing in accordante with
gererally recogmisst accourting practice the Investment portfolle of that
muricipality or runicipal sntity as at the ond of e month,

{2} The report referred 10 in subregulation {1} must sat out at jaast -
{al the market value of gach Investment ss a8t the begiming of the
reporting period; oo
) any changes to the invesiment pordlio during the repotfing period;
) the market valug of each invesiment as ot the end of the raporiing
poriad; and
{cby fully acorued inferest and vigld for tha reperting period,

Cradit requiremens

0. (1) A municipality or municipal entity must take ail reasonable and prudent stsps
consistent with its investment policy and according 0 the slandard of care set
out in ragulation 5, fo ensure that i places its vestments with cradit-worthy
institutions,

27 A municipality or municipal antity miust — _
{a} regularly monitor its investment portinlio; and
(b when appropriate liquidate an investment that no longar has the
rminirnn acceptable aredit rating as specifigd in its investreernt policy,
Fortfolio diversification
1A municipality or municlpal entily must take afl rossonable and prudent
steps, tonststent with s investment policy and'ac.cardfng o the standard
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of care prescribed in regulation 8, to diversity its investiment portiolio
across inglitulions, types of hvestment and investment malurities,

Miscelanesous pgrovisions
12. {1} The responsibifity and rigk adsing frem any investment transaction vests in
the relevart municipality or municipal srdity.

{2} Al Investments made by a munidpality or municipal erdily must be in the
namme of that municipality or munigipal antity.

87 A municipaiity or municiosl entity may not borrow mongy for the purpose of
investmant,

Existing investments

13 Nething in these regulations vorpels & municipality or municipal sntity o
tiquidate an investment which oxisted when thess regulations took sffect mierely
because such investment does not comply with & proviaion of these reguiations,

Coammencement
4, Thess regutations take effect on 1 Aprlt 2003,
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Mo, B, 302 1 April 2005

LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT 2003
HMUNICIPAL PUBLIC-PRIVATE PARTNERSHIP BEGULATIONS

The Kinister of Finance, acting with the concurrence of the Minister for
Provinoial pad Local Government, has in terms of section 158 of the Loca
Government: Munlcipal Finence Management Act, 2003 {A{:t No. BG of 2008),
made the regulations as sof out in the Schedule,

SCHETHILE

Dafinitions
1. Inthese Regulations, unless the context Indicates othemwise, a word or SHIESSBI0N

to which & meaning has been assigned in the Agt, has the same megning, and -
“het” means the Local Government Municipal Finance Mansgement Aot, 2003
{Act Na. 58 of 2003); . .

“activity”. In relation o & public-private partnership, means the municipal
function or the management or use of rmunicipal property, or hoth, which s or is
to be outsourced to a private party in forms of & public privale parinership
agrearant,

“afordable”, In relation o g publio-private partn G!‘Sh!p aproement, means that
the financial obligations f amy) 1o be Intured by a municipality in ierms of the
agresment can be mat by ~

{a} funds designated in the municipeifty’'s budget for the currerd year for

e mctivity outsourced in terms of the agreement;

o funds destined for that activity 'n acgordance with the future budgetary

projections of the municipality;

(o} any aflosations to the munlcipaity; or

i) a combiration of such funds and aliocations:

“muntcipal funciion” meang -

F:1] a municipal service; or _

o any other activity within the jegal competonce of a municipatity;
“wamicipal property”, in relalion 1o & municipality, includes any movabls,
rnmovable or inteliectual property, cwned by or undsr the control of ~

{a} the munticipality; or ,

i) a munigipal entity Under the sole or shared control of the municipality;

"nrivate party” excludes -
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{a 8 municipaity;

{n a munhicipal entity; or

(e} an organ of state, inchuding an instiiution Hsted in any of the Behedules
to tha Public Finance Managernant Act, 1858 (Act No, 1 of 1508y

“profent offfcer” means & person appointed in terms of regulation 7 01}
“pubfio-private partpership” means a commercial bunsaction between a
municipality and a prvale party in tering of which the private parly -

{1} porforms ' a municips! function for or on bshalf of 2 municipality, or
sogures the managenent or vse of municipal propeny for s own
commercial purposes, of both performs a municipal function for or on
behaif of a municipalily and acquirss the manegement or use of
muricizal property for its own cormmeralal purposes: and

it assumes substantisl financial, {echnical and operational rdske in

conneetion with -
] the performance of the municipal function;
) the management or use of tha municipsl property: or
(i bothy e
{es) revsives @ bensfit from perfortsing the municipal funciion or from
wtitising the wmunicipal property or from both, by way of -
)] constderation o be pald of glven by the municipality or a
mumcipal entily urder the sole or shared contral of the
Fiinfcinaiity;
£ charges or feas io b collasted by the privale parly from users
o customers of a genice provided to tham; or
(iff & combination of the bansfits refered lo In subparagraphs i}
and {ih
“ransaction  advisor” means & person appolnied  in terms of
ragulation 2 (1} o)
“walize for money”, in relation fo & publle-privats partnership agroement, means
het the parformance of g pivate party in larms of the agresment wifl result in a
el benett to the runicipality in terms of cost, price, quality, quantily, sk transter
or any combination of those factors.

initiztlon of feasibility studiss

2.

(1) Batore a municipality inilates a feaelbilty study for. & publicprivate
partneship comtemplaled in section 120 (4) of the Agt, the accounting officer
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it

of the municipality must -

{2}

{

notify the National Treasury and the relevant provinelal reasury in
witing of the municipality’s Imention, togsther with Irformation on the
exparise withis the munlcipality to comply with that sectlon of the Act:
arid .

# requested 10 do so by the National Treasury or fhe relevani
povinclal treasury, appoint a4 parson with appropriate skifis and
axperience, elthar from within or oulside the municlpaity, as the
ransaction advisor to asslst and adviss the municipaiity on the
preparation  and  prosurernent of the publioprivate  parinership
agresment.

{2} Subregutation (1) also applies when a munloipailty in terms of section 78(2) of
the Municipal Systems Act explores the provision of a municiosl servics
trouph an extemal mechanism o be appointad in terms of a public-private

pannership agreamant,

Additional matiters to be addressed i feasibility studies
3. (1 Atsasibiiity study condusied In terms of section 120 (4) of théAcr. iry addition
to the malters specified In that section, must -

{a

{o}

{c}

identily and define the activity which the muni_:.z'ipaiity proposas o

nuispuree to a private parly; -

agsess the neads of the municipafity in respac't of sueh activity,

including — : _' .

0 the various nptions avaitabls 1o the mun-fci‘gﬁé%iiy o satisly those
noads; and

il the advantages and disadvardages of each aption;

assess e projected impact of the propossd cut}%urcin\g of the acthvily

o a privats party on the staff, sssets, labilifies and revende of the

municipality or a municipal entity under the stle o shared contral of

the municipaiify, whish must includs an assessment of —

(i the number of officlals of the muricipality or such municipal
entity that would become redundart a8 a resuit of the
cutsourcing of the activity;

iy the cost to the municipality or such municipat enlity of any staff
retranichments of the retention of redundant Zstaﬁ;.

@y any assets of e municipality or sush municipal antity
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proposed 1 be placed undar the control of the private party;

(v} any assste of the municipality or such municipal entity that
wodd beootne ohsolete a8 a rasult of the outsocurcing of the
activity:

& any liabiiflies of the munidpality or such munivipal entily
proposaed (o be asslgned to ihe private parhy

(viy  any debt of the municipality or sueh municipal entity attributed
to the sciivity fo be oulsourcsd which the rhun-fcipaﬁiy or suoh
municipal entity would retain; and

vih . any revenus to be foregons by the municipality or such munict-
pal endity. 85 2 resull of the oulsowrcing of the activity; and

{d} recommend an dppropriate plan for the procurement of the proposed
publig-privete parinership agreeimsnt, If cttsourcing of the acthvity is
the preforred opfion,

&) An assessment in terms of subregulation (1) () must show comparativa
projections of -
{a the kil costs to the muticipality for the asolivity  that activity is ant
outgourced through & public-private partnarship agreement; and
{in the full cosls to the municlpalily for the activity B that achvity is
ouzcureed through a public-private partnership acrsement,

{3} Subreguiations {1} and (&) need not be complied with If the activity which the
municipatity progoses to oudsowrce (5 & municipsl service in respect of which
an assessment In terms of section 78 (3] () and 2 feasibility study in terms of
secthon 78 {3} (¢} of the Municipal Systems Act have already been carrled cut,
provided that —

{a) such assessmerd antd feasiblity slindy cover the matters refered to n
subregidations (1) and (2% and

{ty  ihe documents reflesting the resulls of such assessment and
fonsiblity study are included in the dosumenis submitted to the counct
in terns of section 120 (8} (a) of ths Act.

Brocurement of public-private partniership ngreements
4. (1) When complying with Part 1 of Chapter 11 of the Act, the accounting officer of
the municipatity must solicit the views and reconymendations of the National
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Traasury and the relevant provincial treasury on -

A the proposed bid documentation at feast 30 days befors bids ars
pubdticly brlted; and B

{m the evaluation of the bids recsived and of any preferred bidder a? least

34 days befers any award s made,

2y A award of a public-privale pastnership agresmant -
{a ey be made only after the process set out in ssction 120 (8) of the
Agt has bean complated; and
{t is subject {o compllancs with saclion 33 of the Acl

(3) When complying with section 120 (8) (g} () of the Act, the municipality must
spacifically solicl the views and recommendaiions of the Nativnal Treasury
Ot - :

I§:Y the proposed terms and condiions of the draft public-private
pavinershin agreement;

$5) the municipatitys pian for the effective managemeont of the agmement

after it conclusion; and

o) the prefermad bidder's -

{8 compatoncy o enter intc fhe public-private  pattnorship
agrearment; and :

i} capacity o comply with his or her obligations Int tarms of the
public-private pannershie agreement,

(4} A provincia! treasury s a presoribed organ of siate Yor purposes of section
120 (6) (o (v of the Acl, and when complying with this section the
rnunicipalily must spensifically soliol the views and recommendations also of
the relevant provinclal treasury on the malters set out in paragraphs (@) 1o (o)

of subreguiation {3).

Besic requirements to which public-privaie partnership. agreements must
comply
. (1} A public-private parnership agresment between a municipalily and a privats
party must -
{n} provide value for money (o the municlpaity;
(b} he affardable for the municipality;



