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STRATEGY

1.

Billing

a) Asubstantialamount ofincomeisfrom the delivery of service. Itis therefore important that

billingis done correctly,and billsbe send out forall services delivered.

b) Thebillingfunction drives the cash flow of the Municipality and s critical to the success of the

Municipality.

1.1 Elements of successfulbilling

a)
b)
c)
d)

Must haveasystemwithfinancialintegrityto processtransactions accurately.
Input of data must be accurate

Relevantcontrolsmustbein placetoensure complete and accurate billing.
Itiscriticalthat services are billed according toa property as base

1.2 Successful billing relieson

a)
b)
c)
d)

Accurate property information
Accuratecustomerinformation
Accuratetariffsassociatedtopropertyusage,debtortype,zoningandservicetype

Accurate ward information per property

THEFOLLOWING INFORMATION ISKEY TO ACCURATE BILLING

a)
b)
c)
d)
e)
f)
8)

Erf number

Street name andnumber
Customer name

Physical and postaladdress
ID/Company registration/CC/Trust
Classification

Owner/Tenant

NB: IF ABOVE INFORMATION IS INCORRECT — NO SUCCESFUL DEBT COLLECTION

1.3 Billing integrity

The integrity of billing can be enhanced by the following controls:

a) Accesscontrol to function on current Financial System

b) Protection of passwords

c) Authoritylevelsonopeningandclosingofaccountsorchangingofaccountdetails

d) Accounts notbilled
e) Accounts with novaluation

f)

Abnormal consumption

g) Abnormal billing
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1.4 Common problems

a) Wrongreading

b) Finger problem in data capturing

c) Rollover/ Clock over ofmeter

d) Novaluations

The control on Credit journals must be closely monitored.

2. Indigent Management

a)

b)

d)

a)
b)
c)
d)

221

a)
b)

222

a)
b)

c)
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Ourhousehold consumers consist of consumers who can afford to payand other who are
poor (indigent).

Itis unlikely thatthe same credit controland debt collection processes will be successful for
both.

Thisisevidentinthe high percentage outstandingdebt inthe previously disadvantaged
communities and especially in the low-costhousing communities.
Itisalsoimportanttoensurethatpeoplethatcanpay,claimthattheyareindigent,be
picked up during the registration process.

2.1 Challenges with indigent applications

Budgetary constraints

Capacity shortage

Inconsistent application of evaluation criteriawhen evaluating applications
No verification of correctness of information supplied

2.2 How to manageindigent subsidy

Data capture

Application process
Survey

Verification process

Site visit

Verifying the accuracy of information contained, completion of
questionnaire/application form

UIF, Department of Welfare, ITC check, Credit Bureaus



2.2.3 Recommendations
a) After verification completed finalapproval.
2.2.4 Indigent committee:

a) Theindigent committee that should consist of relevant ward committee member, Chief
Financial Officer,ManagerTreasury, verificationoffices, Accountantcreditcontrol
official.

b) Thiscommittee must meet regularlyy at least once per month.

c) Ifapplicationdeclined, applicants must beinformed accordingly.

d) Ifapplicationsuccessful,the indigent register must be updated.

3. Credit Control and debt collection

3.1Policy

a) CreditControlandDebt Collection policy playsan importantroleinthe Revenue
Enhancement plans.
b) Review of this policy to identify and find solutions to problems identified.
c) Thefollowingfactors must be considered:
l. Defaulter may or may not be able to pay—consider actions
1. Get the support of councilor and ward committee
Il Equity in actiontaken

Section 96 of MSA requires that allmoney due and payable must be collected and must adapt and
maintaina credit control & debt collection policy.

3.2 Monthly credit control reports

a) Totaldebtoutstanding, debtscollected,arrangements, promisestopay,
acknowledgementofdebtsanddebtssubjectedtolegal process.

b) Prescribed debt, debt to be written off plus justification

c) Accounts underquery

d) Progress reports ontracing

e) Indigent report

f)  Allfinancial aspects of debt collection, commissions, cost, etc.

g) Proposed action plans for following month
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3.3 Requested data needed for debt analysis

a) Total debtors per age analysis

b) Debtors per servicetype

c) Debtors per zonetype

d) Debtor perward/suburbs/towns/ areas
e) Debtors by indigentindicators

f)  Debtors per active and inactive indicator
g) Debtor byvaluation

h) Payment for last 12 months

3.4 Indigentdebt
a) Indigentdebtisregardedasnon-collectable andshould be excluded from debt
collection processes. Debtindicated asindigent are unlikely to be recovered;
b) Thefollowing problems may contribute to debt collection problems
c) Lackof political will to enforce credit control measures due to
l. Lack of accurate dataon which credit control measures can be taken
1. Credit control measures taken on indigent households
Il. Councilors influencing the operations of officials
d) Lackofskillsandcapacityto manage the collection of outstanding debt
e) Lackofadequate debt collection administrative systems
f) Lackofintegrationand co-ordinationamongthe financial management, credit control
and debt collection systems within municipalities
g) Incorrectinterpretation of legislation pertaining to credit control and debt collection

procedures

4. Data Cleansing

a) Datacleansingisanimportantlinkinthe revenue enhancement process.

b) Itisimportantthattheinformationonwhichthemunicipalbillingsystemisbasedis
accurate and up to date.

c) Thisisessentialtothefinancial wellbeing and viability of the municipality

d) Theobijectiveisthe maximizationofrevenue potential andthe prevention of losses
resulting from inadequate or incorrect information

Legislative Requirements

The MSA requires municipalities to

a) Ensure peopleliable forpayments receive reqularand accurate accountsthatindicate the basis for
calculating the amounts due (Section 95(e))

b) Collect all money due and payable (Section 96(a))
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4.1 Desktop datacleaning

a) Allbillingdatamustbecheckedforinaccuraciesandanomalies, mistakes mustbe
rectified, anomalies must be recorded and investigated.

b) Use the followingcriteria

l. Valuation roll
1. Name of owner
lll.  Zoning of property
IV.  Size of property
V.  Valuation

VI. Debtortype
e Customershould be changed according to debtor type/zoning

e THEBASISOFTARIFFSINRESPECTOF LAND USAGEANDLANDZONING
MUST BE DETERMINED.

I. Tariff analysis
e Thedebtortype(usage/zoning) must be comparedtotariff charged;
The following errors may occur:

e Ownerdid not charge all services

e Tenantscharged by owner services

e Business uses charge domestic tariff
e Domestic users charge business tariff

e Freebasicservices apply
Il. Services

) Oncealltheabovehasbeendone,ensurethatallservicesare
connectedto a customer/erf.

4.2 Returned mailcleaning
a) Returnedmailisabigproblemindebtcollection processes. Itisimportant that
returnedmailbeanalyzedforreasonswhytheaccountsarereturned.
b) It must be split as follows:
I. Customer nolonger at given address
Il.  Postal addressincorrect
lll.  Physical addressincorrect
c) Oncereasonfornon-deliveryhasbeesbeenestablished, contactshouldbemadeto
consumer by either:
l. Iftelephonenumberisavailable; contacttelephonicallytoclarify detail
1. Iftelephone/cellphone contactnotpossibledoITC/Titledeedsearchto
contact owner/tenant

Il. Ensurethat correctdetailiscaptured onsystemonce customerhasbeen
located
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4.3  Physical field audit

a) Fieldauditbecomenecessaryifdeskresearchisnotableresolve anomalous

accounts
b) It must be carefully planned
c) Thefollowing preparation is necessary
l. Appropriate fieldwork questionnaire to obtain following

Customerscorrectname, postaladdressand physicaladdress
Correct erfnumber
Classification of debtor
Verification of meternumbers

Ward allocation

YV V V V VY

Indigent status

5. Effective communication

a) Makepublicaware ofthe Action Plansfor Revenue Enhancement.

b) Communication mustbecredible,itis essential to be honest,goodand bad news have
equal value.

c¢) People mustunderstandthe message

d) Thetargetaudience must understand what is communicated.

e) Way of communication:

Pamphlets

Posters

Ward Committee

Workshops

Public meetings

Radio

Newspaper

O O O 0O O O O

5.1 Billing system
f)  Informcommunityonthelayoutofcustomeraccountsbyusinghouseholdinformation.

g) Providetrainingtoward committee on all aspects of Billing System
h) Maycombine the campaign with promotion of Indigent grant policy.
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5.2 Indigent applications
i)  Purpose ofgrant
j)  Whoiseligible?
k) Whatpeopleneedtodotoapply
I)  Whereapplicationscanbemade
m) Whatinformation and documentation should be supplied
n) How longthe grant lasts
0) How muchthe grantisworth
p) What conditionsapply
v" Must provide training to ward committee members on all aspects of Indigent Policy
and procedures.
q) Information mustbe publishedin Community newspaper.

6. External Revenue Sources

a) The Municipality needs to look for alternative income sources to address both the
short and long-term cash flow deficiencies. This does not mean that the Municipality
needs to deviate from its core business; it just means that existing income categories
need to be enhanced. Some of the sources are the following:

o Municipal property,
o Property rental,

o Traffic income,

o Otherincome.

o Meter readings and cut-offs.

7. Financing Capital Expenditures

a) Municipal infrastructure is essential to the economic, social, and environmental health
of municipalities, to ensure that this service are available in financially sustainable
manner the following infrastructure financing activities needs to be prioritized.

b) The following revenue sources / processes is identified to fund capital expenditure

. FUNDS FROM OPERATING REVENUES,

e The use of current operating revenues to finance capital spending is
desirable to the extent that the benefits of the spending accrue to
current users. Municipalities often use current operating revenues for
assets with a short life expectancy

e The use of borrowing or reserves is more appropriate for non-recurrent
expenditures (such as expenditures on large, fixed assets) or assets with
long life expectancy (such as roads infrastructure).
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II. INTERGOVERNMENTAL TRANSFERS OTHER THAN CONDITIONAL GRANT TRANSFER
THROUGH NORMAL DIVISION OF REVENUE

Il. MOBILIZING PRIVATE CAPITAL

e  Major infrastructure requires Municipalities to make significant capital
expenditures. Revenues from current sources (taxes, services, and
intergovernmental transfers) are unlikely to be sufficient to meet the
infrastructure needs of municipalities.

e  For this reason, Municipalities may also want to access private capital.
Long term borrowing is appropriate where the infrastructure (such as
roads) will provide benefits for a long period of time.

o Long-term borrowing is generally restricted to financing capital
expenditures. For infrastructure whose benefits accrue to future
residents, fairness, efficiency, and accountability are enhanced if these
projects are financed by borrowing with annual interest charges and
repayment of the borrowed funds coming from local tax revenues (for
capital assets that benefit the municipality in general but for which
specific beneficiaries cannot be identified) and user fees (for capital
assets that benefit specific users) imposed on future beneficiaries

IV. Other ways to access private capital are through public-private partnerships.

e  Public-private partnerships are partnerships between a government
body and a private sector party whereby the private sector provides
infrastructure or services that have traditionally been delivered by the

public sector.

e One of the main advantages of partnerships is that, by relieving
municipalities of the financial responsibility for up-front capital costs,
they enable infrastructure to be built at times when government

funding is constrained
V. Direct charges on developers can also provide needed funds to pay for infrastructure.

e Many growing municipalities levy charges on developers (known as
development charges to finance the growth-related capital costs
associated with new development or, in some cases, redevelopment.
These charges are levied for works constructed by the municipality and
the funds collected have to be used to pay for the infrastructure made
necessary by the development.

o Development charges are appropriate to finance infrastructure in areas
experiencing new growth. They are less applicable to finance new
services in existing developments or maintenance and replacement of
old services.

10| Page



8. Strategy Implementation

o The Revenue Enhancement Strategy will be implemented through a standard operating
procedure aimed at implementation, monitoring, and feedback mechanisms.
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