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1. POLICY TITLE

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE
POLICY

2. PURPOSE \‘b(b

N

1.1 The purpose of this policy is to define and regulate unauthorise@egular or
fruitless and wasteful expenditure. The aim is to prevent unauthgfised, irregular
or fruitless and wasteful expenditure; to identify and investi a@ unauthorised,

irregular or fruitless and wasteful expenditure; to resp appropriately in
accordance with the law and to address instances of u horised, irregular or
fruitless and wasteful expenditure conclusively. (74)

1.2 In terms of section 4(2)(a) of the Municipal Sys e@’\) Act (MSA) the Council has
a duty to use the resources of the municipali the best interest of the local
community. This duty is extended to individ ouncillors through the Code of
Conduct for Councillors which states thﬁﬁg ouncillor must:

Q

(a) “perform the functions of office@%ood faith, honestly and in a transparent
manner; and ‘QQ

(b) “at all times act in the bé\interests of the community and in such a way
that the credibility an@g’tegrity of the municipality are not compromised.”

3. DEFINITIONS N

Q
O\O
In this Polj \unless the context otherwise indicates:
(a) “All ion”, in relation to a municipality, means —

C')O a municipality’s share of the local government’s equitable share
referred to in section 214(1)(a) of the Constitution;
‘Q% ii. an allocation of money to a municipality in terms of section 214(1)(c)

b of the Constitution;
A@ iii. an allocation of money to a municipality in terms of a provincial
budget; or

iv.  any other allocation of money to a municipality by an organ of state,
including by another municipality, otherwise than in compliance with
a commercial or other business transaction;
(b) “BM”, means Bitou Local Municipality.

(c) “CFO”, means Chief Financial Officer.
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(d) “Fruitless and wasteful expenditure” means expenditure that was made
in vain and could have been avoided had reasonable care been exercised.
The phrase "made in vain” indicates that the municipality derived no value
for money from the expenditure or the use of other resources. Fruitless and
wasteful expenditure must fulfil both the conditions in the definition, namely,
that it was made in vain and it would have been avoided had reasonable
care been exercised.

\\'\
(bco
(f) “Irregular expenditure®, in relation to a municipality or munio'\b} entity,
means:

i. expenditure incurred by a municipality or munigpal entity in
contravention of, or that is not in accordance with’\t@equirement of
the MFMA, and which has not been condone&ib erms of section
170;

ii. expenditure incurred by a municipalit municipal entity in
contravention of, or that is not in accordaqCe with, a requirement of
the Municipal Systems Act, and whic@{has not been condoned in
terms of that Act; b

iii. expenditure incurred by a munici@y in contravention of, or that is
not in accordance with, a re sﬁ:lyment of the Public Office-Bearers
Act, 1998 (Act No. 20 of 19 r

(e) “IDP”, means Integrated Development Plan

iv. expenditure incurred b municipality or municipal entity in
contravention of, or thats not in accordance with, a requirement of
the supply chain ma ment policy of the municipality or entity or

any of the munici y’s by-laws giving effect to such policy, and
which has not b condoned in terms of such policy or by-law, but
excludes expéhditure by a municipality which falls within the
definition ?\/ authorised expenditure”.

(9) “MBRR”, me;én'} Municipal Budget and Reporting Regulations.
(h) “MFMAE,)%neans Municipal Financial Management Act.
(i) “O %ending"—
Q) In relation to the budget of a municipality, means causing the

A operational or capital expenditure incurred by the municipality during
Q financial year to exceed the total amount appropriated in that year’s

@b budget for its operational or capital expenditure as the case may be;
) i. Inrelation to a vote, means causing expenditure under the vote to
&O exceed the amount appropriated for that vote; or
Q iii. In relation to expenditure under section 26, means causing
?9 expenditure under that section to exceed the limits allowed in

subsection (5) of that section.

(j) “Policy”, means a guide or framework enabling a municipality to achieve
its objectives in the interest of the community. It is a basic principle by which
a municipality is guided.
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(k) “SFA”, means strategic focus areas.

() “Unauthorised expenditure®, in relation to a municipality, means any
expenditure incurred by a municipality otherwise than in accordance with
section 15 or 11(3) of the MFMA, and includes —

i. overspending of the total amount appropriated in the municipality’s
approved budget;

ii. overspending of the total amount appropriated for a vote in,\}ks}
approved budget;

iii. expenditure from a vote unrelated to the department or fl\ lonal
area covered by the vote; N

iv. expenditure of money appropriated for a specific purpo@) therwise
than for that specific purpose;

v. spending of an allocation referred to in paragraph (QQ(C) or (d) of the
definition of “allocation” in the MFMA otherwise.tban in accordance
with any conditions of the allocation; or a gra)%%y the municipality
otherwise than in accordance with the MF

(m) “Vote" means — One of the main segme@ into which a budget of a
municipality is divided for the appropri 61 of money for the different
department or functional areas of the musicipality; and which specifies the
total amount that is appropriated f @e purposes of the department or
functional area concerned. Q?]/

(n) UIF&W, means Unauthorised,g{egular, Fruitless and Wasteful Expenditure

O
@@
®
%

The strategic focus @ (SFA) of the BITOU Municipality are enshrined in the
Bitou Municipalities\l egrated Development Plan (IDP). This policy supports
the following str%gglc focus areas.

STRATEGIC INTENT

a. Opportunity Bitou Municipality
Pr e excellent and sustainable services to all residents and facilitate
th and expand economic opportunities to empower communities.

Q. Well-run Bitou Municipality
Q

b Achieve long term financial sustainability and building a capable,

developmental, transformed and productive workforce.

c. The underlying tenets of a Well-run Bitou Municipality are the principles
of openness and due process. A well-run Bitou Municipality is the
guarantor of all other government programmes. Citizens need to know
that the government works for them, is accountable to them and answers
to them at all times. Governments manage public resources and
programmes, and as such, they must be constantly scrutinised in public
to ensure responsible management.
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5. LEGAL MANDATES AND REGULATORY FRAMEWORK

The following Laws and regulations, amongst others, inform this policy:
a. Section 29 and Section 32 of the MFMA
b. Sections 170 and 173 of the MFMA
c. Regulations 23 and 74 of the NT Municipal Budget and Reporting

Regulations ,\\'\
d. Relevant GRAP standards (‘O
e. MFMA Circular 68 of 2013 '\\‘b

O

. STRATEGIC POLICY OBJECTIVES OQ

It is the strategic objectives of the policy to inter-alia acti\@the following in
respect of the administration of Bitou Municipality: (@)

a. Emphasizing the accountability of employees; Q_@

of the procedures they must follow when ng with unauthorised,

b. Ensuring that employees have a clear and o@prehensive understanding
irregular or fruitless and wasteful expend@

c. Ensuring that resources made availﬂﬁgto employees are utilized
efficiently, effectively, economic d for authorized official purposes;

d. Ensuring that the Municipality’@iesources are managed in compliance with
the MFMA, the Municipal Bgdget and Reporting Regulations and other
relevant legislation; and o

e. Ensure that unauthor'Q§d, irregular or fruitless and wasteful expenditure is
prevented, detecte@xocessed, recorded, and reported timeously.

N7

. SCOPEOF T oLICY

From a respgqsibility perspective, this policy is relevant to all employees and
office bea of the Municipality, whether full-time or part-time. It is, however,
specific applicable to the Council, Accounting Officer, Chief Financial
Offi Senior Managers, Officials and all employees with financial and
fidyciary responsibilities, in particular, the aforementioned have a responsibility
@have significant roles in:

46 a. ldentifying the identity of the person who is liable for unauthorised, irregular

or fruitless and wasteful expenditure.

b. Deciding on how to recover unauthorised, irregular or fruitless and wasteful
expenditure from the person liable for that expenditure.

c. Determining the amount of unauthorised, irregular or fruitless and wasteful
expenditure to be recovered, written off or provided for.
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8. ROLES AND RESPONSIBILITIES

a. The Accounting Officer; the MFMA outlines the responsibilities of the
Accounting Officer which include amongst others:

i. To exercise all reasonable care to prevent and detect unauthorised, (0
irregular, fruitless and wasteful expenditure and must for this purpose \
implement effective, efficient and transparent processes of financ'éf\,
and risk management. \

i. To inform, in writing the Mayor, Section 32 Committee (MPA d
Council, as the case may be, if a decision is taken ich, if
implemented, is likely to result in unauthorised, irregular friidess and
wasteful expenditure.

iii.  On discovery of any unauthorised, irregular fruitles(\and wasteful
expenditure to report promptly in writing, the .@iculars of the
expenditure to the Mayoral Committee. Q)

iv.  Inaddition to the responsibilities set out in the%\\/lA, the Accounting
Officer must annually facilitate the revisiap,-of the Unauthorised,
Irregular, Fruitless and Wasteful Expend Policy;

v. Communicate and make this Policb’ﬁaccessible to all relevant
stakeholders;

vi.  Monitor and regularly report on&s\e impact of the Unauthorised,
Irregular, Fruitless and Wastefd~Expenditure Policy.

vii.  The Accounting Officer is sponsible for the interpretation and

administration of the. Una rised, Irregular, Fruitless and Wasteful
Expenditure Policy. L

b. Senior Management of the cipality have the following responsibilities in
accordance with Section )(c) of the MFMA:

i. To prevent anyc)@nauthorised, irregular or fruitless and wasteful
expenditure. . @)
i.  In addition folhe MFMA responsibilities, a Senior Manager and all

officials d with financial responsibilities must communicate the
contents of this policy to subordinate staff and ensure compliance
therewith.

duce the likelihood of UIF&W expenditure from being incurred.
iv.o enior and other Managers with financial responsibilities, must report
all instances of UIF&W expenditure to the Accounting Officer without
delay.

iii. @elop and enhance internal control measures on an ongoing basis
e

be%ouncil and Public Office Bearers have the following responsibilities:

i.  Councillors are required to familiarize themselves with this Policy’s
contents, make their constituencies aware of it and oversee its
implementation by the officials and;

i. To prevent any unauthorised, irregular or fruitless and wasteful
expenditure.

iii. To approve and adopt the Unauthorized, irregular, fruitless and
wasteful expenditure Policy.
iv.  To comply with the contents of this policy.
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9. DEALING WITH UNAUTHORISED EXPENDITURE

Essentially, “unauthorised expenditure” includes overspending on the total amount

of the budget, overspending on a vote, the incurring of expenditure unrelated to a

vote and the incurring of expenditure for a purpose other than the approved (0
purpose.

\
A Directorate becoming aware of the need to incur unforeseen or unavoida q’
expenditure must immediately approach the Chief Financial Officer (CFO) wi I
details on the expenditure, providing information on the consequencﬁgp not
incurring the expenditure as well as an indication of the expected cost ( for the
current year as well as any recurring cost resulting from the event. C)

O

N
>
)
Confirmation that the expenditure does not constitute e iture that may not be
allowed by the Executive Mayor as per section 72(2) omunicipal Budget and
Reporting Regulations (MBRR) must be given by t ctorate when approaching

Principle 2: Virement funds (O\}

The following principles needs to be applied:

Principle 1: Confirmation of expenditure

The CFO will determine whether the cqil{ nnot be dealt with through a process
of virementing of funds within the rele(a votes in accordance with the Municipal
Virement Policy, if sufficient funds %&available for shifting within the vote.

Principle 3: Approval of expe@ure

Once the Municipal Man @q{as granted approval, the relevant Director will be
required to submit a rep % the Executive Mayor requesting approval. If approval
is granted, the adjuy\ nt will be effected on the financial system of the

municipality. Q

Q)
Principle 4: D@ys
Q

The abov ntioned process must be dealt with as a priority in order to ensure
that adrfinistrative delays do not exacerbate the situation.

Prin@e 5: Submission of budget requests

@%quest for incorporation in an adjustment budget must be made from the
Q) elevant Department to the Budget office for incorporating the expenditure
.Q approved by the Mayor within 60 days from date of approval as per Section 28 of

?9 the MFMA.

a. Role players - The role players and stakeholders who will ensure that
unauthorised, irregular, fruitless and wasteful expenditure is being dealt with
according to legislative requirements and council processes are:
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i.  The respective directorate / department who is responsible for preparing a
report on the unforeseen and unavoidable expenditure when such
expenditure occurs.

i. The Supply Chain Section/the legal department) who is responsible for
reviewing the report in order to confirm legal compliance.

iii. The Budget department who is responsible for confirming the financial <{)
implications. q/(l/

iv. ~ The Mayor who is responsible for reviewing, approving and tabling Q&
report at Council for noting.

" &
b. Regulatory context and directive \'\

Unforeseen and unavoidable expenditure (MFMA Section 29). T Cﬂlayor of a
municipality may in emergency or other exceptional circumstajees authorise
unforeseeable and unavoidable expenditure for which no prg\@\&bn was made in

an approved budget. @)

A h dit @co
ny such expenditure; Q_

i.  Must be in accordance with any framework tr@smay be prescribed;
i. May not exceed a prescribed percentagL&@ve approval annual budget;
iii.  Must be reported by the mayor to the m ipal council at its next meetings;
and
iv.  Must be appropriated in an adjus ()«rf budget.

If such adjustment budget is not pas within 60 days after the expenditure was
incurred, the expenditure is unaut ed and Section 32 of the MFMA applies.

Authorization of unforeseen a@tjnavoidable expenditure (MBRR Section 71);

%2
The mayor may authori e@pendlture in terms of section 29 of the Act only if:
i.  The expenditur: Id not have been foreseen at the time the annual budget

of the municipality was passed; and
ii. The delay tliat will be caused pending approval of an adjustment budget by
the munijsipal council in terms of section 28(2)(c) of the Act to authorize the
expenditure may —
. e a disruption or suspension or serious threat to the continuation of
unicipal services.
% lead to loss of life or serious injury or significant damage to property.
SQ- obstruct the municipality from instituting or defending legal proceedings
Q on an urgent basis.
OA e result in significant financial loss for the Municipality.
S
QQ The mayor of a municipality may not authorize expenditure in terms of section 29
?‘ of the Act if the expenditure:
i.  was considered by the council, but not approved in the annual budget of
the municipality or an adjustments budget;
ii. isrequired for:
e price increases of goods or services during the year;
e new municipal services or functions during the financial year;
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e the extension of existing municipal services of functions during the
financial year;
e the appointment of personnel during the financial year; or
¢ allocating discretionary appropriations to any vote during the
financial year or
iii.  would contravene any existing council policy; or <C)
iv. is intended to ratify irregular or fruitless and wasteful expenditure q>(l/
c. Monetary limits on unforeseen and unavoidable expenditure, M '\
Regulation 72 ©

i.  The amount of expenditure that the executive mayor of a municipéﬂ may
authorize in terms of section 29 of the Act is limited to —

i. 5% of the municipality’s own revenue in the case of a m pality with
approved total revenue in its current annual budget nost\\'\@ eeding R250
million;

iii. the greater of R5 million or 4% of the municipality’s O\A@\evenue in the case
of a municipality with approved total revenue in i rrent annual budget
greater than R250 million but not exceeding R5@'mi|lion; and

iv. ~R15 million per annum in the case of a mugricipality with approved total
revenue in its current annual budget grea’g&ﬁf\an R500 million.

O
d. Process to deal with unauthorised exrgﬂgv?ure
i. Any employee who becomes g(e of or suspects the occurrence of
unauthorised expenditure must.jiridediately report, in writing, such expenditure
to the Accounting Officer or hj r delegate.

i. On discovery of alleged Qgéuthorised expenditure, such expenditure must be

left in the account i.é,_Jelevant vote and the Accounting Officer or his/her
delegate should r: the details of the expenditure in an unauthorised
expenditure regi.sga'}? (Attached as “Annexure A”.)

iii. The accou 9 officer or his/her delegate must investigate the alleged
unauthori expenditure to determine whether the expenditure meets the
definitio unauthorised expenditure.

nditure account. The results of the investigation will determine the
@bappropriate action to be taken regarding the expenditure.
&QA. Should the investigation reveal that the expenditure is in fact valid expenditure
Q and therefore does not constitute unauthorised expenditure the details of the
?9 expenditure should be retained in the register for completeness purposes (and
to provide an appropriate audit trail). The register must then be updated to
reflect the outcome of the investigation.

iv. Dl& the period of investigation, the expenditure must remain in the
Y
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vi. If the investigation indicates that the expenditure is in fact unauthorised
expenditure the Accounting Officer must immediately report, in writing, the
particulars of the expenditure to the Mayor.

vii. If Council subsequently authorises the unauthorised expenditure, the
municipality requires no further action as the amount has already been (0
expensed in the statement of financial performance. The register should be \
updated to reflect the fact that the unauthorised expenditure was condoned. '\q,

must take effective and appropriate action to recover the amount the

Viii. If however, the Council does not authorise the amount, the accountinz Qé%er
responsible person.

O

e. Process to authorise unauthorised expenditure O{\
QO
In considering approval of unauthorized expenditure, Couns'\must consider the
following factors: "OO

i. Has the matter been referred to Council for a deterQﬁation and decision?

i. Has the nature, extent, grounds and value Q\b%e unauthorised expenditure
been submitted to Council? O

ii. Has the incident been referred to a @%cil committee for investigation and
recommendations? q/

S

iv. Has it been established whethe@% accounting officer or official or public office
bearer that made, permitted q@éuthorized the unauthorized expenditure acted
deliberately or in a negligeefzr grossly negligent manner?

%2
v. Has the accountin @:er informed Council, the mayor or the Section 32
committee (MPAC sit'lllet a particular decision would result in an unauthorised
expenditure as pg section 32(3) of the MFMA?

vi. Arethereg Q\ grounds shown as to why an unauthorised expenditure should
be appro ? For example:

o t(e)cr)nayor, accounting officer or official was acting in the best interests of
he municipality and the local community by making and permitting
O dnauthorised expenditure;
@G the mayor, accounting officer or official was acting in good faith when
) making and permitting unauthorised expenditure; and
&O e the municipality has not suffered any material loss as a result of the action.

™
?9 In these instances, the Council may authorize the unauthorized expenditure. If
unauthorised expenditure is approved by Council, there would be no further
consequences for the political office-bearers or officials involved in the decision
to incur the expenditure.

vii. Adjustments budgets to approve unauthorized expenditure:
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Council may only approve unauthorized expenditure in an adjustments budget.

This can be addressed in three different adjustments budgets as follows:

1)

2)

3)

f.

Adjustments budget for unforeseen and unavoidable expenditure:

An adjustments budget to allow Council to provide ex post authorization for
unforeseen and unavoidable expenditure that was authorized by the may,
in terms of section 29 of the MFMA must be tabled in Council at the “ﬂf\s
available opportunity” or within the 60 days after the expenditure was @e.
Should either of these timeframes be missed, the unforese€b and
unavoidable expenditure must be treated in the same manner a a0y other
type of unauthorised expenditure, and may still be authorized ne of the
other adjustments budgets process described below. Q

Q
W
Main adjustments budget: "OO

Council may approve unauthorized expenditureQTthe adjustments budget
which may be tabled in Council “at any tim r the mid-year budget and
performance assessment has been tabled.j@the Council, but not later than
28 February of the current year”. Where uthorised expenditure from this
period is not identified or investigated(i time to include in this adjustments
budget, it must be held over to t owing adjustments budget process
noted below. q/

AN
Special adjustments budgek@%pprove unauthorized expenditure:

budget tabled in C I when the mayor tables the annual report. This
special adjustme get “may only deal with unauthorised expenditure
from the previ inancial year which the Council is being requested to
authorize in t&(ms of section 32(2)(a)(i) of the Act.”

Council may approve Fauthorized expenditure in a special adjustments
dﬂ%

Recoverinef Unauthorised expenditure

All ins@@es of unauthorised expenditure must be recovered from the liable
r

offic@)
au.@orized by Council in an adjustment budget.
Q

political office-bearer, unless the unauthorised expenditure has been

b The Accounting Officer (or his/her delegate) must determine who the

responsible party is from whom the amount should be recovered. This
information would normally become evident while performing the
investigation.

The Accounting Officer (or his/her delegate) must in writing request that the
liable official or political office-bearer to pay the amount relating to such
unauthorised expenditure within 30 days. If the person/s fails to comply with
the request, the matter may be handed to the municipality’s legal division
for the recovery of the debt through normal debt collection process
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10. DEALING WITH IRREGULAR EXPENDITURE

a. Categories of irregular expenditure N

Irregular expenditure is expenditure that is incurred and is in contravention with
the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal
Systems Act (Act No. 32 of 2000), the Remuneration of Public Office Bearer
Act (Act No. 20 of 1998) or is in contravention of the municipality’s supply CQB\
management policy or system of Delegation.

&

In considering irregular expenditure, it is important to take note of g-é following
categories of Irregular expenditure: Xe)

Irregular Expenditure incurred as a result of a nonsgpmpliance with a
Treasury regulation, the MFMA and the Supply Cha@@lanagement Policy.

Example: Q~®

Procuring of goods or services by means @}otations where the value of
the goods/services exceed the set threﬁj as determined in the SCM
policy for a specific procurement process to be followed. i.e. a written
quotation process was followed insté&of a formal quotation process.

%

Irregular Expenditure incurredé a result of procuring goods or services by
means of other than through{&dmpetitive bids where the reason for deviating
from the prescribed pro&&s have not been recorded or approved in terms
of section 17 of the SCi¥hregulations.

Irregular Expendghi resulting from non-adherence to the delegation of
authority as appr ed i.e. a procurement process was signed off by the
incorrect Iev@of authority.

Irregula&pendlture incurred as a result of expenditure outside contracts
or coniracts expired and not renewed or extended in terms of MFMA section

160

N

b.bProcedures for dealing with and the condonation of irregular expenditure.

Q
)
O

As part of the enclosed procedures (Annexure B), provision is made for
accounting officers to forward submissions to the Provincial Treasury or the
relevant authority to request condonation for non-compliance with the MFMA or
other legislation respectively. The treasury to which the submission must be
forwarded will depend on the provision that was contravened. It must, however,
be emphasized that submissions requesting condonation for non-compliance
must contain detailed motivation as to why the irregular expenditure in question
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Vi.

Vii.

should be considered for condonation, together with steps that have been taken
to avoid a recurrence of this type of irregular expenditure.

Any employee who becomes aware of or suspects the occurrence of
irregular expenditure must immediately report, in writing, such expenditure
to the Accounting Officer or his/her delegated authority.

On discovery of the alleged irregular expenditure, such expenditure must be‘l/

left in the account i.e. relevant vote, and the Accounting Officer or his/ Br
delegate should record the details of the expenditure in an irr r
expenditure register. (Attached as “Annexure A”.) {b

The accounting officer or his/her delegate must investigat \e alleged
irregular expenditure to determine whether the expendit@ meets the

definition of irregular expenditure. ;\O
During the period of investigation, the expenditure&ﬁust remain in the
expenditure account. The results of the investi n will determine the
appropriate action to be taken regarding the ex iture.

N

During the investigation, consideration mus given to the following:

¢ Has anyone been prejudiced thro %e incurrence of the expenditure

e Was there an intent to circumventispecific SCM processes

e Has anyone received an (L]y air advantage or benefit from the
procurement of the goods %Kservices.

e Was there negligence froth any official in the process

¢ Did the municipality r&& value for money in the procurement

O
Should the investi reveal that the expenditure is in fact not irregular
by nature, the~eXpenditure should be retained in the register for

completeness pukposes (and to provide an appropriate audit trail). The
register must({hen be updated to reflect the outcome of the investigation.
The expe difure will not be disclosed as irregular once the investigation has
concludedithat it was in fact a regular procurement.

If @investigation indicates that the expenditure is in fact irregular
enditure the Accounting Officer must immediately report, in writing, the

\Q\X;articulars of the expenditure to the Mayor.

A@ If Council subsequently writes off the expenditure, the municipality requires
&O

no further action as the amount has already been expensed in the statement
of financial performance. The register should be updated to reflect the fact
that the irregular expenditure was written off.

If however, the Council does not write off the amount, the accounting officer

must take effective and appropriate action to recover the amount from the
responsible person.
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Xx.  The register must be updated to reflect that the irregular expenditure was
written off and the notes to the annual financial statements must also be
updated to reflect the writing off of the irregular expenditure.

xi.  In instances where approval is not granted for the writing off of irregular
expenditure, immediate steps must be taken to recover such expenditure (0
from the relevant person, if he/she is liable in law. \(l,

NV
c. Recovery of Irregular expenditure (-O'\\
All instances of irregular expenditure must be recovered from the |i b{g%fficial
or political office-bearer, unless the irregular expenditure has bee(}ertified by

the Municipal Council as irrecoverable, and that no official or office’bearer can
be held liable, and the Council has granted approval for it tos& ritten off.

i. The Accounting Officer (or his/her delegate) mus@etermine who the

responsible party is from whom the amount sh be recovered. This
information would normally become evide@ hile performing the
investigation. é

i.  The Accounting Officer (or his/her deleg@must in writing request that the
liable official or political oﬁice-beare(:hc; ay the amount relating to such
irregular expenditure within 30 days. e person/s fails to comply with the
request, the matter must dealt by means of normal debt collection
procedures. L

%)
&
11. DEALING WITH FRUITLE@ AND WASTEFUL EXPENDITURE
%)

Fruitless and wastg@l/expenditure can arise from a range of events, activities
and actions varying from a simple oversight in performing an administrative task
to a deliberatb'%nd/or an intentional transgression of relevant laws and
regulations:%

O

Itis of es@ce to consider the definition of “Fruitless and Wasteful Expenditure”
whecélonclusion is made whether the expenditure can be regarded as such.

%Iess and wasteful expenditure is defined as expenditure made in vain and
@éyv ich could have been avoided, had reasonable care being taken.

&O It seems that the most logical approach to address assess whether or not
expenditure can be classified as fruitless and wasteful expenditure is to ask a
VQ few elementary questions prior to the spending of municipal funds such as:

a. Determining whether the expenditure meets the definition of fruitless and
wasteful expenditure;
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Did the intended spending relate to the formal powers of the
municipality?

A municipality may perform only those functions and powers conferred
to it by the Constitution and relevant legislation. Any expenditure
incurred relating to an Act or any action conducted or exercised outside
those functions and powers will result in fruitless and wasteful
expenditure notwithstanding whether sufficient provision has been made

on the budget and correct procedures were followed in incurring tl',@

expenditure. ,\\

Would the expenditure further the interest of the municipality? (b@

The expenditure incurred to obtain a service, inventory, and%s t or to
render a service, etc. must have been necessary and ideally@p voidable
to enable the Municipality to exercise its functions afd powers in

accordance with the relevant legislation. 0\\'
Was it essential to incur the intended expenditur: ()\

It is of paramount importance to incur expen t@% only when it is really
necessary or essential for purposes as me ed above. One should
be satisfied that non incurrence of such @nditure will have a negative
impact on the lawful activities of the M@}lpality.

Was any other option perhap @?gilable to prevent the intended
expenditure or to reduce it? a/

This question overlaps to so tent with question above but it is more
specific in the sense that i1§1t pressure on the Municipality to apply its
mind and to consider ssible options. Should it appear after the
expenditure has been ifcurred that a more effective and perhaps a less
expensive option w, t the disposal of the Municipality but that it was
ignored or disre d without good cause the expense will be regarded
as fruitless a% steful.

b. Process to deal @h fruitless and wasteful expenditure

4‘?’8
O

?QQ iii.

pa
Acg
‘Q%nce the Accounting Officer or his or her delegate has received the report
alleging the occurrence of fruitless and wasteful expenditure, the details of
such expenditure must be recorded in a register for irregular or fruitless and
wasteful expenditure.

Any officiah who becomes aware of or suspects the occurrence of fruitless
and eful expenditure should immediately report in writing, the

@ars of such expenditure which are within his or her knowledge, to the
unting Officer or his or her delegate;

The Accounting Officer or his or her delegate should investigate the alleged
fruitless and wasteful expenditure to determine whether the expenditure
meets the definition of irregular or fruitless and wasteful expenditure;

For accounting records purposes, during the investigation, the expenditure
must remain in the expense account i.e. the vote of the department within
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the municipality. The results of the investigation will determine the
appropriate action to be taken regarding such expenditure. Should the
investigation reveal that the expenditure is not fruitless and wasteful
expenditure as defined; the details of the expenditure should be retained in
the register for record purposes and to provide a full audit trail. The register
must be updated to reflect the outcome of the investigation. The accounting (0
records will not disclose any record of the transaction if the investigation \(l,
finds that the expenditure was not fruitless and wasteful by nature. '\(\,

\

v. Should the investigation reveal that the expenditure is fruitless and w '\ful
expenditure as defined above, the Accounting Officer must |mn‘\0 |ately
report, in writing, the particulars of such expenditure to the r. The
register must be updated to reflect the outcome of the investigat

vi.  The Accounting Officer must also include the expenditure-in the relevant
department’s monthly revenue and expenditure report@mltted to Council

in terms of the MFMA; and "OO
vii.  For accounting records purposes, the frwtless%hd wasteful expenditure
must be treated as an asset (debtor) in th ks of the municipality until

certified by Council as irrecoverable an itten off in the Annual Financial

Statements.
Q‘L

c. Recovery of fruitless expenditure q/
S

All instances of fruitless and ws&ul expenditure must be recovered from the

liable official or political offlce rer unless the expenditure has been certified

by the Municipal Council {B@lrecoverable and that no official or office bearer

can be held liable, and uncil has granted approval for it to be written off.

such time as the expenditure is recovereg m the responsible person or

i. The Accou mg Officer (or his/her delegate) must determine who the
responsible party is from whom the amount should be recovered. This
informa would normally become evident while performing the
inve@ation and a subsequent disciplinary process where applicable.

ii. Accounting Officer (or his/her delegate) must request in writing that
e liable official or political office-bearer to pay the amount relating to
A such fruitless and wasteful expenditure within 30 days. If the person/s
fails to comply with the request, the matter must dealt with by means of
ng normal debt collection procedures.

O
Qé 12. ROLE OF THE COUNCIL INVESTIGATION COMMITTEE (MPAC)

v

In terms of section 74 of the Municipal Budget and Reporting Regulations
contained in Government Notice 393 of 17 April, 2009, a Council committee
appointed to investigate the recoverability of any unauthorised, irregular or
fruitless and wasteful expenditure must consider:
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13.

i. the measures already taken to recover such expenditure;
ii. the cost of the measures already taken to recover such expenditure;
iii. the estimated cost and likely benefit of further measures that can be
taken to recover such expenditure; and
iv.  submit a motivation explaining its recommendation to the Council for a
final decision.

The accounting officer must provide the committee concerned with §%€H‘
information it may require for the purpose of conducting a proper inves;_ig@i n.
The committee cannot finally dispose of any matter referred to it aé‘d\it must
therefore provide the Municipal Council with a clear recommendat@p of how to
finally deal with the matter brought before it. Council should congfder the matter
and resolve to either authorise unauthorised expenditure os’Q@te-oﬁ irregular
or fruitless and wasteful expenditure. N\

Q?O
INVESTIGATION AND DISCIPLINARY ACTION

N
In terms of sections 172 and 173 of the MFM ®n Accounting Officer is guilty
of financial misconduct and an offence respgctively if he or she:

a) wilfully or negligently fails to take Ive and appropriate steps to prevent
unauthorised, irregular or fruitle d wasteful expenditure as required by
the MFMA;

S

b) fails to take effective and ropriate disciplinary steps against an official in
the department who s or permits unauthorised, irregular or fruitless
and wasteful expergi> :and

c) Fails to report u@athorised, irregular or fruitless and wasteful expenditure
in terms of the MFMA.
O - . N

As soon as accounting officer becomes aware of an allegation of financial
misconduq\ gainst an official, the Accounting Officer has a responsibility to
ensure t the Mayor initiates an investigation into the matter and if the
allegatjuns are confirmed, holds a disciplinary hearing in accordance with the
pr%crlpts of the applicable legislation.

Q

an terms of section 172 of the MFMA, an official of a department to whom a duty
Q
O

or power has been assigned commits an act of financial misconduct if that
official will fully or negligently fails to perform that duty or exercise that power in
line with applicable legislation.

In terms of the MFMA, the accounting officer must take appropriate and

effective disciplinary steps against an official who makes or permits
unauthorised, irregular or fruitless and wasteful expenditure.
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When an accounting officer determines the appropriateness of disciplinary
steps against an official in terms of applicable legislation, he or she must take
into account the following:

|.  circumstances of the transgression;
II.  extent of the expenditure involved; and
lll.  nature and seriousness of the transgression.

NV

d) Ratification of minor breaches of the procurement process ,\\

The accounting officer may ratify any minor breaches of the pro ment
processes by an official or committee acting in terms of delegated\% ers or
duties which are purely technical in nature provided that th| vision is
included in the municipality’s supply chain management policy @rd the official
or committee who committed the breach had the delegated af@rity to perform
the function. N\

O
e) Disciplinary charges for Irregular or Fruitless ar& steful Expenditure

If, after having followed a proper investigation, thesCouncil concludes that the

political office-bearer or official responsible for ing, permitting or authorizing
irregular expenditure did not act in good. faith, then the municipality must
consider instituting disciplinary action a (ﬂgr crlmlnal charges against the liable
person/s. Q?]/

If the irregular expenditure falls witin the ambit of the above description, then
the Council, mayor or accountigig~officer (as may be relevant) must institute
disciplinary action as foIIows

f) Financial miscond&cferms of section 171 of the MFMA:
I. inthe case o fficial that deliberately or negligently: contravened a
provision of MFMA which resulted in irregular expenditure;
.  or made ermltted or authorized an irregular expenditure (due to
noncom nce with any of legislation mentioned in the definition of
wregtl) expenditure);

g) Bre of the Code of Conduct for Municipal Staff Members: in the case of
icial whose actions in making, permitting or authorizing an irregular
*xpendlture constitute a breach of the Code; and

b‘n) Breach of the Code of Conduct for Councillors: in the case of a political office

bearer, whose actions in making, permitting or authorizing an irregular
expenditure constitute a breach of the code. This would also include
instances where a Councillor knowingly voted in favour or agreed with a
resolution before Council that contravened legislation resulting in irregular
expenditure when implemented, or where the political office-bearer
improperly interfered in the management or administration of the
municipality.
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i) Criminal charges arising from an act of Irregular or Fruitless and Wasteful
expenditure:

I. If, after following a proper investigation, the Council concludes that the
official or political office-bearer responsible for making, permitting or
authorising an instance of irregular expenditure acted deliberately or
negligently, then the Council must institute disciplinary procedures and

lay criminal charges against the liable official or political office-bearer.'\q,

II. If the irregular expenditure was the result of a breach of the defini@of
irregular expenditure it must be considered in terms of Sectio 3 of

the MFMA. C)\

RECOVERY OF UIF&W EXPENDITURE ;\\'OQ
(}0

Notwithstanding the disciplinary process, the accountifg officer must identify
the official who is responsible for the unauthorise egular or fruitless and
wasteful expenditure. @g
The relevant information would normally vident from the investigation
process. <’.)

The amount of the expenditure shou}s@(b]/recovered from the official concerned
by taking the following steps: <

a) The accounting officer t write to the official concerned and request
him or her to pay the unt within 30 days or in reasonable instalments.

(/

b) Reasonable inents will vary from case to case depending on such
factors as th€) total amount involved and the affordability level of the
official concerned.

c) The gunting officer is expected to apply his or her discretion
jud@sly.

OOI. Should the official refuse or fail to pay as requested, the matter
may be referred to an attorney for recovery.

b i. If the amount is not recoverable, the accounting officer may

request Council to certify the debt as irrecoverable and write it off
in terms of the municipal adopted policy.

iii.  Allinstances of irregular expenditure must be recovered from the
liable official or political office-bearer, unless the expenditure is
certified by the municipal Council, after investigation by a Council
committee, as irrecoverable and is written off by the Council.
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iv. Irregular expenditures resulting from breaches of the Public
Office-Bearers Act is an exception in that the irregular
expenditure must be recovered from the political office-bearer to
whom it was paid, who might not have been responsible for
making, permitting or authorizing the irregular expenditure.

v. Once it has been established who is liable for the irregular
expenditure, the accounting officer must in writing request that t 5\,
liable political office-bearer or official pay the amount withi
days or in reasonable instalments. If the person fails to C@] ly

with the request, the matter must be recovered thr the
normal debt collection process of the municipality. \'\
15.REPORTING OF UIF&W EXPENDITURE ;\OQ
)
The accounting officer must comply with the following r@ing requirements:
Completion of the register monthly. O
a. Immediately upon discovery of unauthoris irregular or fruitless, and

wasteful expenditure, the accounting offic@‘nust report the details of the
unauthorised, irregular or fruitless, and W eful expenditure to the Mayor.

The report must include the foIIow'Qgﬁ%tails:

i. amount of the unautho@e‘} irregular or fruitless and wasteful
expenditure;

ii. description of the vote which the expenditure was made;
iii. reason why the thorised, irregular or fruitless and wasteful
expenditure cou be avoided;

iv. name and titl e responsible official,

v. details of arggkecovery steps taken or to be taken by the municipality;
and

vi. details @y disciplinary steps taken or to be taken by the municipality.

b. The AQSdunting officer must comply with all the reporting requirements
co ed in Section 32 of the MFMA, including a report to the Auditor-
efreral, The MEC for Local Government as well as reporting the matter to
%he SAPS if necessary.
Q

éc. The accounting officer must also include the expenditure in the relevant

QQ department’s monthly revenue and expenditure report submitted to the

O

&

Council in terms of the MFMA.

d. All unauthorised, irregular or fruitless and wasteful expenditure must be
reported as a note to the annual financial statements.

e. The Accounting Officer must record the reasons for any deviations in terms

of SCM regulations and report to the next Council meeting and disclose this
expenditure in a note to the annual financial statements.
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16. GOVERNANCE TABLE

Governance table

Unauthorised, Irregular, Fruitless

Title and Wasteful Expenditure Policy 1
File Number 09
Related Policies or Procedures System of delegation ?\\J

\
SCM Policy C,

Debt Collection and CrediL{oRy

Budgets and Medium Térte

Revenue and Expendifure
Framework G,O

Code of Conduet @~

Responsible Person

Accounting Offi‘(g'

Original Author

S WesthegaddF M Létter

Date approved by Council \QV
Council Minute Number (,.\\)
Effective date (After Council QU
Approval of Policy) (\g

Last Review date RS v

Review Date NO)
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17.CRIMINAL SANCTIONS

1. Councillors and officials of the municipality are also subject to criminal

sanctions if they:-

Section Offence
Deliberately or in a grossly negligent* way contravene or fail to N,
79 comply with a condition of a delegation of power N
Deliberately or in a grossly negligent way impede an acco g
173(5)(a) | officer from complying with a provision of the Act. \
Deliberately or in a grossly negligent way give incorreg,?\lﬁ’ftrue
or misleading information material to an investment deeision
173(5)(b) | relating to borrowing by the Municipality. X (\(\
173(5)(b) | lllegally withdraw money from a municipal bank&\clount.
Fail to disclose material information when th@%ﬁnicipality
173(5)(d) | borrows money. &
173(5)(e) | Interfere in the supply chain managem@&ystem.
Provide false or misleading inform tp}r for the purposes of any
document which must in terms of, quirement of the Act be
submitted to the council, mayoros*accounting officer, the
173(5)(f) | Auditor-General, the Natior}a(fjreasury or be made public.

v

Gross negligence is a conscious anaxoluntary disregard of the need to use
reasonable care, which is likely t use foreseeable grave injury or harm to
persons, property, or both. It %nduct that is extreme when compared with
ordinary negligence, which is@,mere failure to exercise reasonable care

18.CIVIL LIABILITY
N7

Should an investigation find that an official, senior manager, accounting officer
or a public ofﬁ@ earer acted in a way that was malicious, grossly negligent or

that intenti

y caused a financial loss or distress to the municipality, its
s resources, such a person may be held personally liable for the

assets a@)

finan@ ss suffered by the Municipality and the accounting officer is
authdrised to recover the loss from the person through legal or other means
g&ssary to recover the loss.

QQ.hEGULAR REVIEW OF THE REGISTER

O

?9 The unauthorised, irregular or fruitless and wasteful expenditure register should

be reviewed
This review

expenditure are adequately disclosed, dealt with, recorded and that no

on a quarterly basis by the chief financial officer of the municipality.
will ensure that unauthorised, irregular or fruitless and wasteful

mathematical errors exists.
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20.ACCOUNTING TREATMENT

Unauthorised, irregular or fruitless and wasteful expenditure identified
during one financial period, but not paid in the specific period should be
recorded in the following financial year.

The cumulative unauthorised, irregular or fruitless and wasteful
expenditure incurred at financial year end should be adequately anq-1>
appropriately disclosed in the financial statements of the municipality. I\,
Recognition and measurement of unauthorised, irregular or fruitle d
wasteful expenditure shall be treated in terms of the latest @ble
guidelines for the compilation of the Annual Financial Stateme\ issued
to municipalities by National Treasury on an annual basis aﬁg be in line
with the latest GRAP requirements.

Disclosure of unauthorised, irregular or fruitless and wa’e.@ul expenditure
MFMA section 125 require accounting officers and a@unting authorities
to disclose in the notes to the Annual Financigt Statements of the
municipality particulars of any material unaut iged, irregular or fruitless
and wasteful expenditure incurred during the(i ancial year.

Particulars of any criminal or disciplinary sf8ps taken as a result of such
unauthorised, irregular or fruitless and teful expenditures should be
disclosed in the notes to the Annua Fﬂéncial Statements.
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21.REGISTER FOR REPORTING - ANNEXURE A C)
F
Register of Unauthorized, Irregular, Fruitless and Wasteful Expenditure A
Person o
Liable %
(Official Q
or Approved "\
Date Reported Political | or b@
Date of to Accounting Transaction Office recovere | Stat <\
No | discovery | Officer details Bearer) | d us, \p
I~ > Condoned
qo Section 32 General
Payment Description Q 4 Committee comme
Date of Number | Amount | of Incident Q , | IRR | U |DP CC|TR | P | WO | FW (MPAC) nts
v
1 &
2 D
3 QO
5 ¢

Description of codes

ol

O

R{

Policy was approved by C%Q)n 12 December 2025 under Resolution C/1/361/12/2025

Ul Irregular expenditure Under In¢&stigation
WO: Written-off by council as irrecoverable
DP: Disciplinary process initiatéd*against responsible person
CC: Criminal charges laid «\NH‘SAPS
U Unauthorized O
TR Transferred to recelvables for recovery
FW Fruitless and \W&3téful
IRR Irregular Expéaditure
P Paid or in mrdcess of paying instalments

A

o

AQ’
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