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ACT

To amend the Local Government: Municipal Systems Act. 2000, so as 1o delete
certain definitions and insert others; to make new provision regarding the
assignment of functions or powers to municipalities; to provide for the submission
of annual performance reporis by municipalities; to provide for the establishment
of municipal entities; and to provide for matters connected therewith,

E 1T ENACTED by the Parliament of the Republic of South Africa. as
Tollows,—

Amendment of section 1 of Act 32 of 2000, as amended by section 35 of Act 51 of
2002

1. Secuion b oof the Local Government: Munictpal Systems Act. 2000 ¢hereinatter
referred to ax the principal Actl. i hereby amended by—
i) the insertion atter the definilion of “hasic municipal services™ of the
foltowing delinition:
" ‘buard of directors’. in relation 10 a municipal entity, means the hoard
of directors of the entry:™;
thr ihe tisertion after the definition of ~district municipality™ of the Tollowing
definiion:
effective control’. in refaton to a private company, means the power
which u shareholder in the private company may hive—
fu) 10 appoint or remove ai least ihe majority of the board of
directors of the private company: or
th1 to control at least the majority of the voting rights ai 2 general
meeting of the private company:”;
te)  the insertton after the dehinition of “executive suthority™ of ihe following
detinition:
* texternal service provider' means an external mechuanisim referred to
n section 767} which provides a municipal service for a municipality:™
fcy the insertion after the definition of “Minister™ of the following definition:
" ‘multi-jurisdictional service utility’ means a body established in
terms of section 87"
ey the substitution for the definition of “municipal entity™ of the following
definition;
" *municipal entity' means —
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¢} la company, co-operative, trust, fund or any other corpo-
rate entity established in terms of any applicable national
or provincial legislation and which operates under the
ownership control of one or more municipalities, and
includes, in the case of a2 company under such ownership
control, any subsidiary of that company] 4 private company
referred to in section 86Biljfay; lor]

(k) wservice utility: or

te}amulti-jurisdictional service unlinv:™;

the insertion after the definition of “municipal entity™ of the {ollowing 10
definition:
~ ‘Municipal Finance Management Act® means the Local Govern-
mient: Municipal Finance Management Act. 2003, and any regulations
made under that Act;™;
the insertion after the detinition of “national argan of state” uf the following 13
dehaition:
- ‘National Treasury’ means the National Treasury established hy
section & of the Public Finance Manuagenment Act. 1999 (Act No. | of
19997,
the insertion after the definition of “organ of state”™ ol the toliowiy 20
detinition:
*parent municipality’—

{a) inrelation to a menicipal entity which 1s a private compans in
respect of which effective control vests in a single monicipal- |
ity, means that municipality: |

(b} inrelation (0 a muaicipal entity which is a private company in |
respect of which effective control vests in rwo or more |
municipalities collectively. means cacl of those municipuli- I
Les; .

fei o in relation to a munictpal entity which g service udlin., | 3
means the municipality which established the entity: or

fdy inrelation to a mupicipal entity which is 4 mult-jurtsdicnional
service utility, means each municipality which is a party to the !
agreement establishing the service utility:™:

the deletion of the detinition of “ownership conrrol™: A5
the insertion after the definition of “prescribe™ of the following delinition:
" ‘private company’ means a company referred to o sechons 19 and 10
of the Companies Act. 1973 {Act No. 6] of 1973);": and
the substitution for the definttion of “service wuliy™ of the {ollowing
definition: 40
* *service utility’ means {a municipal entity established in terms of
section 82{1)c)] a body established in terms of section 86H.™.
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Substitution of section 9 of Act 32 of 2000

2, The following section is hereby substituted for section 9 of the principal Act:

“Assighment  of  functions  or  powers  to municipalities 43
generally by Acts of Parliament or provincial Acts |

9. (1) A Cabinet member or Deputy Minister sceking o initiate the |
assignment of a function or power by way of an Act of Parliament 10
municipalities in general, or any category of municipalitias, must within
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reasonable time before the draft Act providing tor the ussignnwent i~
introduced in Parliament—
request the Financial and Fiscal Commission 1o asess the financeal -

fa)
and hscal implications of the legistation, after informing the Finuneial
and Fiscal Commission of the possible impuct of such assienment
on—
(iy the future division of revenue between the spheres of government
it lerms of section 214 of the Constitution:
(i1 the fiscal power. fiscal capacity and efficiency of municipabities
of any category of mumcipalities: und
{iii) the transfer. if any. of employees, assets and lubilines: and
{1} consult the Minister. the Minister of Finance and organised locad
govetnment representing local government natonally with regard
to— |
fi)  the assessment by the Financial and Fiscal Commission contem-
plated in paragraph fu . .
1) the polwy goals to be achieved by the assignmentamd the reasons !
tor utilising assignment as the preferred option: i
(i) the tinancial implications of Lhe assignment projected over
lcast three years; i
tivy any possible financial liabilities or risks atter the twee-vow
period referred o in subparagraph (iii): |
tvy  the munner in which additional expenditure by municipalivies v
aresult of the assignment will be funded: .
{viy the implications of the assignment for the cupacity of municipalhi- !
higs.
fviiy  the assistance and support that will be provided to municipalites
in respect of the assignment: and :
(viiiy  any other matter that may be prescribed,

£2) An MEC seeking to initiate the assignment of a function oy poser by

way of a provincial Act o municipalities. or any cutegory of municipalities,
in the province must. within a reasonable time before the draft provineial :
Act providing for the assignment is introduced in the relesane provineial’
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legislature .
fe)  request the Financial and Fiscal Commission to assess the timancial
and fiscil implications of the legistation, after informing the Financnil
and Fiscal Commission of the possible impact of such ussiziment
on— :
(i) the future division of revenue between the spheres of govenment !
it terms of section 214 of the Constitution:
(it} the fiscal power. fiscal capacity and efficiency of municipatitios
or uny category of municipalities: and
tii)  the transfer. it any, of employees. assets and liabilities: and |
by consult the MEC for local govermment. the MEC vesponsible 1'01'i
firance. and organised local government representing local govern-
ment in the province, with regard to--
(i} the assessment by the Financial and Fiscal Comatission contem- |
plated in paragraph (a); =
iiy  the policy goals to be achieved by the assignment and the reasons |
for utilising assighment as the preferred option: i
ity the  financial  implications  of  the  assignmenm  projecied®
over at least three years: i
{iv) any possible financial liabilittes or risks  alter  the |
three-year period referred to in subparagraph (i
{v)  the manner in which additional expendimure by mumcipalives as
a result of the assignment will be funded:
ivi) the implications of the assignment for the capacity of municipudi- -

ties:
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fvii} the assistance and support that will be provided o municipatitics
in respect of the assignment: and
tviii}  any other matter that may be prescribed.
133 When dralt legislation referred to in subsection (1 or 20 is invoducad in
Parltament or i provincial legislature. the legislation must be accompanied by —
i) a memorandum—

(i} giving at least a three-vear projection of the finaneial and tiscid
implications of the assignment of that function vr poweer for those
municipalities:

{11} disclosing any possible financial liabilities or cisks atter the three-
vear period;

i

(i1} indicating how any additional expenditure by those municipali-©

ties will be funded: and

(iv) indicating the implications of the assignment for the capacity ot

those municipalities: and

fir)  the assessment of the Financial and Fiscal Commission refereed to in

subsection (1 )(a) or (2)a). as the case mav be.”.

Substitution of section 1 of Act 32 of 2000
3. The following section is hereby substituied for section 10 of the pomuapat Act

*Assignment of functions or puwers to specific municipalities by acty of

“n

20

executive or by agreement

I 1T a tunction or power is assigned 10 any specilic municipality !

terms of 4 power contained in an Act of Parliwument or a provineisl A or
by agreement in terms of section 99 or 126 of the Constitinion, the vrean of

ste agsigmng the function or power must. before assigning the function o |

power. submit to the Minister and the National Treasury a1 memarandum -

ta) giving at least a three-year projection of the fimancial taplications ot
that function or power for the municipality: and

fhr disclosing any possible Anancial liahilities or risks atter the three-sear
period; and

fe) indicating how any additional expenditure by the municipilits will be
funded.”™.

Insertion of section 10A in Act 32 of 2600
4. The following section s hereby inserted in the principal Act afier section [

“Funding and capacity building

IDA. The Cabinet member. MEC or other organ ot »tate initiating an
assignment of a function or power to a municipalily in terms ol section 9 or

[}
LA

e

)
]

10, must take appropriate steps to cnsure sufficient fundime. wnd such !

capucity-building inittatives as may be needed, tor the performance of the

assigned function or power by the municipality il —
fas the assignmen of the function or power imposes o duty on ihe
municipality;

th) that duty falls outside the functional arcas listed in Part B of Schedule |
4 or Part B of Schedule 5 to the Constitution or is not incidental o any |

of those functional areas; and

e} the performance of that duty has tinuncial implications for the |

municipality.”.

i
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Insertion of sections 21A and 218 in Act 32 of 2000
5. The tollowing sections are hereby inserted in the principal Act. after section 21

“Documents to be made public

21A. (1 All documents that must be made public by anamueipaluy o F
terms of a requirement of this Act. the Municipal Finance Management Act |
or other applicable legislation, must be conveyed o the Jocul community —
i¢et) by displaying the documents at the municipalitv's head and satellite
offices and libruries:
(£ by displaying the documents on the municipality™s official website il
the municipality has a website as envisaged by section 21B: and
te) by notifying the local community, in accordunce with section 21, of
the place. including the website address. where detailed purticulars
concerning the documents can be obtained. '
(2) If appropriate. any notification in ternis of subsection (1y ro) muse| 13
invite the local community to submit written comments or representations
1o the municipality in respect of the relevant documents,

f1

Official website

21B. (1) Each municipulity must—

ta)  establish its own official website if the municipahiny decides that s 20
affordable: and

th)  place on that ofhcial website infornunion required to be mude pubbic m
terms of this Act and the Municipal Finance Management Act,

(23 If a municipality decides that it is not atforduble For it w establish ity
own official website. it must provide the information in terms of legislution : 2
referred (o0 in subsection (1)h) for display on an organised local
government website sponsored or facilitated by the National Treasury. '

(3) The municipal manager must maintain and regularly upelate the |
municipalitv’s offictal website, if in existence, or provide the relevant
infernuition as required by subsection (3377, A

A

Substitution of section 46 of Act 32 of 2000
6. The fellowing section 18 hereby subshituted for section 46 ol the principal Acu

“Annual performance reports

46. (1) A municipality must prepare for each financial vear a pertormance | A5
report reflecting — :
feed the performance of the municipality and of vach extermyd service

provider during that linancial vear: :
ih) a comparison of the performances referred o pavagraph o) with

targets set for and performanees in the previous fivancial years and 40
fep  measures taken o improve performance. i

(2) An unnual performance report must form part of the municipalin s |
annual report in terms of Chapter 12 of the Municipat Finance Management ®
Act.”.

Amendment of section 35 of Act 32 of 2000 45

7. Section 35 of the principal Actis hereby amended by the substitution in subsection
{21 for paragraph f¢} of the following paragraph:
fo} proper and diligent compliance with fapplicable municipal finance maunage-
ment legislation} the Municipal Finunce Management Act.”.
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Amendment of section 57 of Act 32 of 2000

8. Section 57 of the principal Act is hereby amended by the insertion atter xubsection
() of the following subsections:

“(4A) The provisions of the Municipal Finance Manasement Act confoereimg
responsibilities on the accounting officer of a municipality must be regarded s
forming part of the performance agreement of a municipal manager.

{4B) Bonuses based on performance may be awarded 1o a municipal manager or
a manager directly accountable to the municipal manager after the end of the
financial year and only after an evaluation of performance and approval of such
cvaluation by the municipal council concerned.”

Repeal of section 58 of Act 32 of 2000
9. Section 38 of the principal Act is heteby repealed.
Amendment of section 74 of Act 32 of 2000

10. Section 74 of the principal Act is hereby umended by the substuution fer
subscetion {1 of the tollowing subsection:

11 A municipal council must adopt and implement a tarllf policy on the less g
of fees for municipal services provided by the municipaliny itself or by way of
service delivery agreements. and which complies with the provisions of this A,
the Municipal Finance Management Act und [with] any other Jppiu.thk
legislation.™

Amendment of section 78 of Act 32 of 2000

11. Section 78 of the principal Act is hereby amended—
fa) by the substitution for subsection (3) of the tollowing subsection:

*(3) If @ municipality decides in terms of subsection (2318 to explore
the possibility of providing the municipal service through an exiernal
mechanism it must—

{a) give notce to the local cominunity of is intenuon o oxplore
the provision of the munmicipal service through un external
mechanism; {and]

(k) assesshe different service delivery options in ternis of section
Torb). taking into account—

(i) the dircet and indirect costs and benelits associated
with the project. inciuding the expected eftect of any
service delivery mechanism on the environment and on
human health. well-being and safety:

(i1 the capacity and potentizl future capucity of prospec-
tive service providers to furnish the skills. expertise
and resources necessary for the provision of the
service;

(1t} the views of the local community:

{ivi the likely impact on development. job creation and
employment patterns to the municipahity: and

{v} the views of organised labour; and

f¢)  conduct or commission a feasibility study which must be taken |
into account and which muost include—

(1) aclear identification of the municipal service for which |

the municipality intends to consider an external mecha- i
]

nism;

(it} an indication of the number of years for which the .
provision of the municipal service through an externutl |
mechanism might be considered;

"
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(tii)  the projected outputs which the provesion o the

municipal service through an esternal mechansm
might be expected o produce:

(1v)  anassessment dy (o e extent o whicli the provisime ol

the municipal service through an external nechanisin

will—

{aa}) provide value for money:

fhh) address the nevds of the poor:

fee) be affordable for the mumicipalits aod revidents:
and

financial risk:
ivi the projected impact on the muticipaling s stafl. asseis
and labilities:
{vit  the projected impact on the muonicipaliny s infegiuted
development plan:
fviiy  the projected impact on the municipaling's budeets Taor

it
fdd) transfer appropriate technical, operationad amd

the period for which an external mechani=us might by
used. mcluding impacts on revenue. cxpenditure.

borrowing. debt and tariffs; und
(v any other matter that mav be prescribed. ™ and
by the addition of the fellowing subsection:
“{6) The national government or relevant provincial 2oserniment .
in gecordunce with an agreement. ussist municipalities icares e ol
feasibility study referred to in subsection (3¥ ey, or in prepuringe ~crvice
delivery agreements.”.

Substitution of section 80 of Act 32 of 2000

12, The following section i hereby substitted for section 80 of the principal Act

“Provision of services through service delivery agreements with
external mechanisms

8. (13 I municipality decidex 1o provide a municipal serviee throneh
aservice delivery agreement in terms of section 760k with
fer) @ municipal cntity ot another municipality Jor & national or
provincial organ of state]. it may. subject to subsection (31 negotiow
and enter into such an agreement with the relevant nwanicipad enoty or
municipality [or organ of state] without applving Part 3 ot s
Chapter: [or]

(¢A) a national or provincial organ of state, it s enter Tnio such an

agreement with the relevant organ of stute without applving Part 5 of

this Chapter: or

(h) any instilution or entity. or any person. juristic or el et
mentioned in paragraph fa) or fgA). it must apply Part 3 ol this
Chapter before entering into such an agrecment with any sueh
institution. entity or person,

{2) Before a municipality enters inta a serviee delivery agreement [for a
basic municipal service] with an external servics provides it must establish
1 [mechanism and] programme for comnmunity consuliation and nomia-
tion dissemination regarding the appointment of the esternal servive

provider and the contents of the service delivery agreement. The contents uoff

a service delivery agreement must be conmmunicated o the local commu-
nity through the media,
13y fa) Where a municipality decides 1o enler nto o senvice deliven

agreement with another municipality as contemplated by section 76¢b i), !
that other municipality must conduct or commission u feasihiling study

which it must take into account, before the service delivery agreement is

entered into.
{5} The feasibility study referred to in paragraph fa). must include—

(i} an assessment on the impact on the budget of that other municipalits, |
. . g e - - . 1
and on iis assets, liabilities and staft’ expenditure. for cach ot the

4
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financial vears that it intends 10 serve as an external service provider

(i) an assessment on whether it will be necessary o increase e number

of staff 10 enable that other municipality 1o be an exterpal service
provider. and whether it will be necessary to ranster or seeomd ans
staff’ trom the appointing municipalily (o that other municipaling:

(1iy an assessment on the ability of that other municipalits 1o ubsorb any

commitments. liabilities or emplovees involved. af and when the

appomiment as external service provider ends: and
(v)_any other relevant information as muy be prescribed.™.

Amendment of section 81 of Act 32 of 2000

13. Section 81 of the principal Act is hereby amended—
fai by the substitution for subparagraph (v) of puragraph re of subsection ¢ 2y o7
the following subparagraph:

"(¥)  managing its own accounting, financial nunagement. budgeting,
investment and borrowing activities within o framework of
transparency, accountubility, reporting and tinuncial conrol
determined by the municipality. subject 1o lapplicable nmwnici-
pal finance management legistation]| the Municipal Fimance
Management Act;""; and

iht by the insertion after paragraph (&) of subscetion 12y of the folliwwing
paragraph:

“fhA) must ensure that the agreement provides for a dispuie-resolution
mechanism 1o settle disputes between the municipality and the

service provider:™.
Repeal of section 82 of Act 32 of 2000

14, Section 82 of the principal Act is hereby repealed.
Amendment of section 83 of Act 32 of 200}

15, Section ¥3 of the principal Actis hereby amended by the substitution 1o subsection
{ 1} for paragraph (a) of the following parzgraph:
“fa) jare competitive, fair, transparent, equitable and cost-effective] compls
with Chapter 11 of the Municipal Finance Muanagement Act.™.

Substitution of heading to Part 4 of Chapter § of Act 32 of 2000

6. The following heading 15 hereby substituted tor the heading to Part 4 of Chapter
$ of the principal Act:

“Part 4: Internal municipal service districts™.
Insertion of Part 3A in Chapter 8 of Act 32 of 2000
17. The tollowing Part is hereby imserted in the principat Act afier section 86:

“Part 4A: Regulations and guidelines regarding municipal services

Regulations and guidelines regarding municipal services

86A. (1) The Minister may for purposes of this Chupter make regulations
or issug guldelines in accordance with section 120w provide tor or regulate

the following matters:

fa) The preparation, adoption and implementation of a municipal tarift !

pulicy;
(f} the subsidisation of tariffs for poor households through—
{i) cross-subsidisation within and between services;
(i) equitable share allocations to municipalities; and
{iii) national and provincial grants to municipalities:
fe) lhimits on tariff increases:

e
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foi o criteria to be taken into account by mumeipatives when inpesy
surcharges on tariffs for services and determining the duranion thereol:
i) incentives and penalties (v encourage —
(1) the econemical. cfticient and effective use of resaurves when
providing services, 3
il the recyeling of waste: and
(11} other environmental ebjectives:
{fi criteria to be tuken mto account by municipalitics when assessing
options for the provision of a municipal service:
fg) measures against malpractice in selecting and appointing ~orvicye
providers, including meusures against the sirpping of municipal
a8sels: i
f#1 mechanisms and procedures for the co-ordination and intcgrnion ni'\_
sectoral requirements in terms of legislation wath this Chaprer, and the
manner in which municipahties must comply with these: |
i) standard draft service delivery ugreements:
ff+ the minimum content and management of service delivery agree- |
Ments: '
fk}  additional matters that must be included in a feasibilits study inwros
of secrion 78(3)¢). which may include— A
it} the strategic and operational costs and benents of an external
mechanism in terms of the municipality’s strategic vhjectives:
Gidoan assessment of the municipality™s capuciy o effectively
monitor the provision ol the municipal service through an g
external mechanism and o enforce the service deinven I 23
aereement:
(1) performance guarantees by service providers: and
fe) o any other matter that would fuctlitale — |
(i} the cHlective and efficient proviston of municipal swrs ices: !
or Y
(iiy  the application of this Chapter. |
{2y The Minister may only make repulations and oue guidelines
contemplated in subsection (1)ep 10 fer after consuliing with the Minister:
of Finance and any other Cabinet member whose portfolin is atiected by
such regulatons and guidelines, AR
3) When making regulations or issping guidelines in terims of section
120 10 provide for or regulate the matters mentioned in subsection ¢ ihe |
Minister must—
fe) take into account the capacity of municipalities w comply with such
regulations and guidelines: and by
(h) differcntiate between different kinds of municipalities according
their respective capacities,’”.

[t

Insertion of heading and sections 86B, 86C, 86D, 86E, 86F, 86(:. 8611, 861. 86) and
80K in Act 32 of 2000

18. The following headings and sections are hereby inserted o the principal Act alwr 45
section 80A:

“"CHAPTER 8A

MUNICIPAL ENTITIES |

2

Part I General provisions N
Kinds of municipal entities

86B. (1) There are the following kinds of municipal entities: |
fe} @ private company-— |
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(1) established by one or more municipalities in werms of Part 20 or:

(i1} in which one or more municipalities have acquired or bold an |

interest in terms of Pan 2: i

fb) a service utility established by a municipality in terms of Part 32 and

fc} o multi-jurisdictional service utility established by two or more
municipalities in terms of Part 4.

{2) No municipality may establish, or participate in the establichnyent of,
or acquire or hold an interest in. a corporate body. including a trust. except
where such corporate body is—

@) aprivate company, service utility or multi-jurisdictional service wility
referred 1o in subsection (1); or :

b} a fund for the benefit of its employees in terms of u law revulating
pensions or medical aid schemes. .

(31 Subsection (2} does not apply to the acquisition by & municipaiiey far
investment purposes of securities in a company listed on the Johannesburg
Sccurities Exchange in accordance with the investment framework
envisaged in section 13 of the Municipal Finance Management Act

Part 2; Private companies
Establishment and acquisition of private companies

86C. {1) A municipality may. subject to subsection { 23—
fa} establish or participate in the establishment of o private company in
accordance with the Companies Act. 1973 {Act No. 61 of 19731 or
{h) acquire or hold an interest in a private company in accordance witly the
Companies Act. 1973 (Act No. 61 of 1673 |
{23 fa} A municipality may in terms of subsection (e or thi either
acguire or hold full ownership of a private company. or acguire or hold o
lesser interest in a private company.
th) A municipality may acquire or hold such a lesser interest 1 a priv e
company only it all the other interests ure held by—
(1) another municipality or municipalities:
{il) a naticnal or provincial organ of stae or orzans of suteor
{iti} any combination of institutions referred to tn subpuragraphs iy
and (it).
t¢) A municipality may, despite paragraph (A). acquire or hold an interest
in i private company in which an investor other thas another nuoticipaling
or a national or provincial organ of state has an interest. but only il efivetive .
control 1n the private company vests in—
(i) that municipality;
(ii} another municipality; or
(iii)  that municipality and another municipality collectively.
(3) If & municipality establishes a prival - company or aeguires or holds
an interest 1n such a company. it must comply with the Companies Act.
1973 (Act No. 61 of 1973), and anyv other law regulating compames, but it
any conflict arises between that Act or such faw and a provision of this Act.
this Act prevails.

Legal status of private companies established by municipalities or in
which municipalities hold interests '

86D. (1) A private company referred to in section 86Ct ] i—
fa) is a municipal entity if a municipality. or two or more munmcipalities

collectively. have effective control of the private company: or | 5

Wl
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th) is a public entity to which the Public Finance Managemenr Act, TU
{Act No. U of 1999), applies if ownership comrol i the company.
within the meaning of that Act. is held by o ndonal or provincd
organ of state. :

(2) A private company which is a municipal entits—

{a) must restrict its activitics to the purpose for which it i~ used byt
parent mumeipadity in terms of section BOE | i and

fb) has no competence to perform any activinn which falls outside the
functions and powers of its paren: municipality. corteniplated by
section 8.

Conditions precedent for establishing or acquiring interests in private
companies

86E. (11 A municipality may establish o private company oF acgquire am

interest in such a company only—

fet for the purpose of wilising the company as 0 mechanism to assistat
the perfonmance of any of its functions or powers reterred 1o U ection
&

(b)) it the municipality can demonsivate that—

(1) there is a need to perform that function or power i acconlunge
with business practices in order o achicve the stidegig
objectives of the municipality more ¢ffectively - wnd

(iiv  the company would benefit the local community

toi W any other conditions thal may be proseribed huve been comphied
with.
{23 i a municipality establishes a private compans or acquires i mwerest
in such a company for the purpose of using that company w~ a1 meclumism
1o provide a municipal service. Chupter ¥ applies.

Conditions precedent for co-owning of private companiex

86F. If two or more municipalities intend o establish a privaw compiis
or 10 acguire interests in the same priviate company, cich of these
municipalities must—
fet)  comply with section 86E;
i1 consider und reach agreement an proposals for shared conrol of the
company: and '

fei consider cush flow projections of the company s propescd operations ” 3

For at least three lnancial years.
Disposal of companies and equity interests in companies

B6G. A municipality may transfer ownership or otherwise dispose of—
fai o wholiv owned private compuny. subject 1o the Municipal Finance
- Munagememnt Act: or
fH) an interest in a private company —
iy subject 10 section 14 of the Municipa) Finance Management
Act: and
(ir) tf that transter or disposal would not result in an infringement
of section 86C(2) by another municipality which holds wng
interest in the company.

Part 3: Service utilities i
Establishment

86H. ( Y A municipality may pass a byv-law extablishing a service unifiny. |

O

2

B

45
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(2) A by-law establishing a service utility must—
fa) state the purpose for which the service utility is established:
(h) confer the powers and impose the duties on the service utiling which
are necessary for the attainment of such purposc:
te) provide for—

{i
(i}
(iii }
(1v)
1v)
{vi)

(vii)

{viii)

(1%)

{x)

{xi}

{xii)
{X11)

a board of directors to manage the service utiliny:
the number ot directors to be appointed:

the appointment of direciors. the tilling of vacancies and the '

replacement and recall of directors by the parent mupicipality 1

the terms and conditions of appuintment of directors:
the appotntment of a chairperson;
the operating procedures of the board of directors:

the delegation of powers and duties o the board of directors:

any other matter necessary for the proper functioning of the
board of directors;

the acquisition of infrastructure. goads. services. supplies or-
equipment by the service utility. or the transfer of infrastrue- -

ture. gpoods, services, supplies or equipment to the service
utility;
the appointraent of staff by the service utifity. or the trmster or

applicabie labour legistation:

tA

o

. |
24
secondment of staff to the service utility in accordance with -

the terms and conditions on which any acquisiion. transter,

appointment or secondment is made,
the governance of the service utiliny: and

[
ah

any other matter necessary for the proper tunctioning of the '

service utility: and

fd} determine budgetary and funding arrangements for implementation ot
the by-law. '

{4y No by-ltaw may confer on a service unility any tunctions or powers
falling cutside the competence of the pareni municipabity contemplated by

section 8.

Legal status of service utilities

861. (1) A service utitity 1s a juristic person and a municipal entity under
the soie control of the municipality which established it '
{2) A service utility—
fe) must restrict s activities to the purpose for which it was extublished;

and

fb) has no competence to perform any activity which fulls outside its
functions or powers in terms of a by-law of the municipality.

Conditions precedent for establishing service utilities

86]J. (1) A municipality may establish a service utility onlv—

for the purpose of utilising the service utility as a mechanism to assist
the mumnicipality in the performance of any of its functions or powers !

referred to in section ¥

fa)
(b)
(i
(11}
fe)

it the municipality can demonstrate—-

)
]

A

that that function or power could be performed mare efficientiy !

by a separate structure in order 10 achieve the stralegiy
objectives of the municipality: and

that the service utility would benefit the local community; and
if all other conditions that may be prescribed have been complicd with.

S}
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(2} I a municipality estublishes a service uulity for the purpose ot using I
that service utitity as @ mechanism to provide 2 municipal service. Chupter

8 applies.
Disestablishment of service utilities

86K. (11 A municipality may pass a by-law disestablishing a service
utibity which it has established.
{2 1t aoservice uility s disestablished—.
fed all assets. Tubiites, rights and obligations of the service utility vestin
the municipality: and
fhy st of the service utility must be dealt with in accordanee with
applicable labour legislation.

Part 4: Multi-jurisdictional service utilities” .

Subhstitution of section 87 of Act 32 of 2000
19, The toltowing section is hereby substituted for section 87 af the principal Act:

“Establishment of multi-jurisdictional service utilities

87. Two or more muncipalites, by wrlten agreement. o establish a
multi-jurisdictional service utlity to perform am function or power
envisaged by section 8 in their municipad anzas or in any desianated parts of
thely municipal sreas. .

Amendment of section 88 of Act 32 of 2000

20, Section 88 of the principal Act is bereby amended byv—
e} the substitntion for the heading of the tollowing heading:
“Minister requesting [the] establishment of multi-jurisdictional [mu-
nicipal service districts} service utilities™: and
¢hy the substitution (or subsection (1) of the following subsection:

{11 The Minister may. in the national Interest and in consultation with
the [national Minister] Cabmet member responsible for the functional
4red 1 guestion, request twe or more municipalities to establish [desig-
nated] a multi-jurisdictional [municipal service districts] service utilies 1o
conform 10 the requirements of national legislanon appheable 1o the
provision of a specitic municipal service.”,

Substitution of section 89 of Act 32 of 2000
21 The following section is hereby substiiuted for section 89 of the principal Act

“Contents of agreements establishing miti-jurisdictional [manicipal
service districts] service utilities

89, [(1}] An agreement establishing a multi-jurisdictional {municipal
service district} service utility must deseribe the rights. obligations and
responsibilities of the {participating} parent inumeipalities. attd must—

fer)  deteriine the boundaries of the jdistrict] area for which the

muiti-jurisdictional service utility is established:

k) identify the municipal service or other function (o be provided in

terms of the agreement:

[(¢) determine the mechanism that will provide the service in the

district:]

fef) determine budgetary and funding [and scheduling!} arrangements

(or implementation of the agreement;
fel provide for—

Th

[1}

[
L

o
rh

Ji}
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{0

(i1}

(1i1)

(1v)

(v)

(vi)
{vil)

{vii1)

[the establishment of a governing body] a bourd of

directors for the multi-junsdictional [municipal service
district] service utility;

the appointment of [representatives of the} directors by the
respective [participating] parent municipalities [to the
governing body], the filling of vacancies and the replace-
ment and recall of [representatives] directors;

the number of [representatives] direclors appointed [for]
by each [participating] parent municipality[. subject to
subsection (2)];

the terms and conditions ot appointment of [those repre-
sentatives] directors;

the appointment of a chairperson;

the operating procedures of the [governing body | bourd of

directors:

the delegation of powers and duties to the [governing body
consistent with section 92] board of directors; and

any other matter relating to the proper functiening of the
fooverning body] board of directors:

() provide for—

{1)

(i)

{1i1)

the acquisition of infrastructure, goods. services. supplies of
equipment by the [governing bedy] mulii-jurisdiciional
service utility, or the transfer of infrastructure. goods,
services. supplies or equipment to the [governing hody]
multi-jurisdictional service utility;

the appointment of staff by the {governing body] multi-

jurisdictional service utility, or the transfer or secondment of

staff 10 the [governing bodyj multi-jurisdictional service

utity in accordance with applicable labour legistation; and
the terms and conditions on which any acquisition. transter.
appuintment or secondment s made: {and]

fg/ determine the conditions for, and consequences of. the withdrawal
from the agreement of a [participating] parent municipality:

fi) determine the conditions for, and consequences of. the w@rmination
of the agreement, including—

{1)

{ii)
(ii1)

the method and schedule for winding-up the operations of

the [district] multi-jurisdictional service utility:

the distribution of the proceeds: and

the allocation among the [participating] parent municipali-
ties of any assets and liabilities; and

fiy provide for—

(1
{11)
(iii)

(iv)
(v}

the governing of the multi-jurisdictionat service utility:
compulsory written reports regarding the acuivities and
performance of the multi-jurisdictional service miility 10 3
parent municipality:

informanon that may be requested from the muli-jurisdic-
tional! service utility by a parent municipality:

the amendment of the agreement: and

any other matter necessary for the proper functioning of the
mwlti-jurisdictional service utility.

H{2) A governing body must consist of between three and fifieen
representatives.]”,

Substitution of section 90 of Act 32 of 2000

22. The following section is herehy substituted for section 90 of the principal Act:

"

20

4il

A0
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“Legal status of [governing bodies] multi-jurisdictional service utilitics

90. (1) [The governing body of a] A nulti-jurischctional fmunicipal
service district} service utility is a juristic person. and g muaicipal entins
under the shared control of the parent municipulitics.

{21 A multi-jurisdictional service utility—- N
ferd  must restrict its activities to the object for which it was establishedd;
und
&4 _has no competence (o perform anv getivity which fulls outside its
Tunctions in terms of the agreement referred 10in seviion 87
Repeal of section 91 of Act 32 of 2000 1
23, Section 91 of the principal Actis hereby repealed.
Substitution of section 92 of Act 32 of 2000
24. The following section is hereby substituted tor secrton 92 of the principal Act:
“Comtrol of [governing hodies of] mult-jurisdictional [municipal
service districts] service utilities [

92, i1) [The governing budy of a] A multi-jurisdictional [nmunicipal
service district] scrvice utilitv—

fer ix accauntable to the [participating] parent municipativies: and

{hy must comply with [any legislation applicable to the financial
management of municipalities and municipal entities] the 20
Municipul Finance Management Act.

(21 A [participating] parent municipality—

fer s entitied o receive such regular written reports from the
{governing body of a district] mulu-jurisdictionul ~eryvice utlity
with respect o its activities and performance. as may be set oul in
the agreement establishing the {governing hody] mudu-jurisdic
tional servige utility;

(A may request the [goverming body] mubi-jurisdictional service
utility to furnish it with such information regarding it acnvities s
the [participating] parent municipality may reasonably require: 30
iand

fo) may appoint a nomiee to imspect. at any tine during nornl
business hours. the books. records. operutions und tucilines of the
|governing body] multi-jurisdictional service wtilits, amd [ol] those
of 1ty contructors relating 1o the [provision of the municipal 33
service] performance of the function or power for which the
{district] multi-junsdictional service uility s established.”

12
T

Substitution of section 93 of Act 32 of 2000
25, The following section s hereby subsututed tor section 93 of the pnncipal Act:

“Termination of multi-jurisdictional [municipal service districts] U
service utilities

93. A mult-jurisdictional [municipal service district] service utility

terminates—
fer)  automatically. when there is only one remaintng [participating]
parent municipality: 45

fh by wntten agreement amony all of the [participatingl parent
municipalities: or
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fe) upen the termination date or the fulfilment of any condition for
termination contained in the agreement establishing the [district]
multi-jurisdictional service utiliy. ™.

Insertion of parts 5, 6 and 7 in Chapter 8A of Act 32 of 2000

26. The following Parts are hereby inserted in Chapter 8A of the principal Act after

section 93;

“Part §: Duties and responsibilities of paremt municipalities

Duties of parent municipalities with respect to municipal entities

fea

th

93A. The parent municipality of a municipal entity—

b must exercise any shareholder. statutory, contructual or othwer rights
and powers 1t may have in respect of the municipal entity to ensare
that—

(i} both the municipality and the municipal entity comply with

this Act. the Municipal Finance Management Act and any .

other applicable legislation: and
(ii) the municipal entity 1s managed responsibly and oansparency,
and meets its statutory, contractual and other obligations:

j musl allow the board of directors and chief executive otficer of the |

municipal entity 1o fulfil their responsibilities; and

fe)  must establish and maintain clear channels of communication between

the municipality and the municipal entity.

Parent municipalities having sole control

93B. A parent municipality which has sole control of a municipal entity, '

or eftective control in the case of a municipal entity which 15 a private
company—
fa) must cnsure that annual performance objectives and indicators for the

mumcipal entity are established by agreement with the municipal,

emtity and included in the municipal entity’s mult-year business plan

in accordance with section 87(5yd) of the Munivipal Finance

Munagement Act;

fhy must monitor and annually review. as part of the municipal entiny's
annual budget process as set out in section 87 of the Municipal

Finance Management Act, the performance of the municipal ennn
against the agreed performance objectives and indicutors: and

fe)  may liquidate and disestablish the municipal entity —

(1) following an annual performance review. if the perfurmance of

the municipal entity is unsatisfactory:

(ii}  if the municipality does not impose a financial recovery plann
terms of the Municipal Finance Management Act and the
municipal enfity continues 1o eXperience Serous or persisient
financial problems: or

fiity 1f the municipality has terminated the service delivery agree-
ment or other agreement 1t had with the municipal entily.

Parent municipalities having shared control

93C. Parent municipalities that have shared conirol of & nunicipal

entity—
{a) must enter into a muwal agreement detenmining and regulating—

(i} their mutual relationships in refation to the municipal entity:

il

|

‘

1)

R

L
il

ST
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{(iin  the exercise of any sharcholder. contractual or vthar rights and
powers they mav have n respect of the municipal entity .

(11} the exercise of their powers and 1enctions in terms of this Actanad
the Municipal Finance Management Act with respeet (o the
municipal entity: I

(ivi measures to ensure that annual performance objectives und
indicators for the municipal entity are estabiished by agreemem
with the municipal entity and included in the municipal entits '~ ;
multi-vear business plan in accordance with section 875 dy o
the Municipal Finance Management Act: it

iv) the monitoring and annual review. as pat of the muenicipal
endry’s anmeal budget process as sel out in section 87 of the’
Municipal Finance Management Act. of the performance ot the
municipal entity against the established perlormance objectines
and indicators;: S8

{viy the payment of any monies by the municipalities w the municipal ©
entity or by the municipal entity to the municipalives:

ivin procedures for the resolution of disputes between those munici-
padities: :

(Vi) procedures governing conditions for and conseytiences of wuli- - 24
drawal from the municipal entity by a municipahins

fix) procedures for terminating the appeintment wid utib<ation of the
municipal entity as a mechanism for the performance o -
municipal function:

(x} the disestablishment of the munmcipal entity, the division. transfer .
or liquidation of it~ assets and the dewrmimaton of (e
responsibility for its liabilities: and

{xit any other matter that may be prescribed: and

ff) may liguidate and disestablish the nmunweipal entity —

iy following an annuzal performance revies, il the perfornuinee of - 3
the municipal entity is unsatistaclony:

{1y it the municipality does not impose i limncial recosery plan in”
terms of the Municipal Finance Management Act and the
municipal cntity continues 10 ¢Xpericnee serious ar Persistedn
financiat probiems: or :

(i) if the municipality has terminated the service delivery agreemem
or other agreement it had with the municipal entirs. '

s

[ )
I

p
tan

Municipal representatives !

93D. (1) The council of a parent municipality must designate a councithor
or an official of the parent municipality. or both. as the representanive or 0
representatives of the parent municipality—
fa) torepresent the parent munictpality as u non-participating obwerver at’
meetings of the boerd of directors of the municipal entivs concerned:
and '
th) toattend shareholder meetings and 1o exercise the parent municipah- 45
1y rights and responsibilities as a shareholder, together with such
other councillors or officials thut the council may  designae as
representatives. |
(2) (a} The oflicial lines of communicutions between a municipad entiny
and the parent municipality exist between the chairperson of the board of - 50
directors of the municipal entity and the mayar or executive mayoer. s the
case may be. of the parent municipality,
fhy The mayor or executive mayor. das the case may be. of o parent |
municipality may at any time call or convene any meeting of sharcholders
or other general meeting comprising the board of directors ot the municipal !

il
n
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entity concerned and the representatives of the parent muhicipalits. in order
for the board of directors to give account for actions taken by it

{¢) The council of a parent municipality may determine the reparing
responsihilities of a municipal representative referred 10 in subsection
{Lyaj or (b}

{3) fa) A municipal representative referred to in subsection Db, nust
represent the parent municipality faithfully at sharcholder meetings,
without consideration of personal interest or gain, and tuust keep the
council informed of—

(i) how voting rights were exercised: and
(ii} all relevant actions takent on hehaif of the municipaiity by the |
representative. ,
{b) A municipal representative referred 10 in subsection (| wa!or () — |
{i) must act in accordance with the instractions of the council: und
(ii) may be reimbursed for ¢xpenses in connection with his or her |
duties as a municipal representative. but may not receive any
additional compensation or salary for such duties.

Part 6: Governance of municipal entities
Appointment of directors

93E. (1) The board of directors of a municipal entity— .

{a) must have the requisite range of expertise to efiectively nmanage and |

guide the activitizs of the municipal entity;

fh}  must consist of at least a third non-exccutive direciors: and i
fe)  must have a non-executive chairperson.

{2y The pwrent municipality of a municipa! entity must. betore

nominating or appeinting a director, establish a process through which—

{a) applications for nomination or appomtment are widely solicited:
fb} a list of all applicants and any prescribed particulars concerning
applicants is compiled: and |
fc) the municipal council makes the appointment or nomination from
such list. i
Disqualifications |

93F. (1} A person is not eligible to be & director of a municipal enuty 1!
he or she —

{a) holds office as a councillor of any municipaiity; 5

(&) is a member of the National Assembly or a provincial legisluture:
(e} 1s a permanent delegate to the National Council of Provinces:
fd} is an official of the parent municipality of that municipal entiry:
fej was convicted of any offence and sentenced 1o imprisonmient without |
the option of a fine, and a period of five years since completion of the !
sentence has not lapsed: l

{f) has been declared by a court to be of unsound mind: or :

{g} is an unrchabilitated insolvent. i

becomes disqualified on a ground menttoned in subsection { 1. such person |
ceases 1o be a director from the date of becorning disqualilied. :

Removal or recall of directors

|
S . . |
93G. The parent municipality of a municipal entity may remove or recall |

a director appeinted or nominated by that municipality—
{a) if the performance of the director is unsatisfactory;

te perform the functions of office effectively. or

|

(23 1f a director of a municipal entity during that person’s term of office !

A

16

* A

i}

45

I 3f)
| :
i if the director. either through iliness or for any other reason. is unable ;
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tc)  if the director. whilst holding office—
iy 15 convicted of fraud or theft or any offeace myolhvng
fraudulent conduct; or
{(i1) has failed 10 comply with or breached amv legislation
regulating the conduct of directors, including wny upphivable
code of conduct.

"h

Duties of directors

93H. (1) The bouard of directors of a municipal entits must—
fur provide cffective, transparent, accountable and coherent corporie
governance and conduct effective oversisht of the affiors of the 10
municipal entity: '
fhi ensure that it and the municipal entity comply with ult applicable
legistation and agreements: '
ic) communicate openly and promptly with the parent municipality ol the
municipal entity: and |5
fd) deal with the parent municipality of the municipal eniiy i good Faith.
(27 A dhrector must—
ta) disclose (o the board of directors. and ro the representative ol the
parent municipality. any direct or indirect personad on business ineres
that the director or his or her spouse or partner may bave i any watier - 24
before the board. and must withdraw from the proceedings of the
board when that matter is considercd, unless the hoard decides thal the
director s direct or indirect interest in the matter s trivial or irelesunt:
and
(£ atall times act in accordance with the Code ot Conduct tor dircctons
refeered 1 in section 9310

1.4
el

Meetings of board of directors

931 (1) Meetings of the bourd of directors of a municipal entity must b
open to the municipal representatives referred to in section Q3D ey, _

(2} Municipal represeniatives referred 1o in section 93Dl ey e 30
non-participating observer status in a meeting of the howrd of directors ot
municipal entity. i

Appointment of chiet executive officer

931. (1) The board of directors of a municipal entity must appointachiet

executive officer of the municipal entity. hl
i2) The chief exceutive officer of a mumicipal entity is accountable i the
board of directors for the management of the municipal entirs. :
1
Part 7: General ‘
Establishment of and acquisition of interests in corporate bodies
disallowed 40

Y3IK. (1} A municipal emiry may not—
(o) establish or participate in the establishment of w compuany or any other |
corporate body, inctuding @ trust: or
fh) acquire ar hold an interest in a company or any ather corporute hady, |
including a trust. +3
(2t Subsection (1) does not apply to— !
fai  the acquisition by a municipal entity of securities in a compuany Jisted |
on the Johannesburg Securities Exchange for investment purposes,
subject to any applicable provisions of the Municipal Finincee |
Management Act; or At
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{bi a fund for the benefit of emplovees of i municipal entity in tenns vi'a !
law regulating pensions or medical aid schemes.”. !

Code of Conduct for directors and members of staff of municipal entity

93L. (1) fa) The Code of Conduct for counciliers contained in Schedule

1 applies. with the necessary changes. to directors of @ municipal entity,
fh) In the application of item 14 of Schedule | 10 direciors of omunicipad
entity. that item must be regarded as providing as follows: ]
!

"Breaches of Code
14. {1} The board of directors of a municipal entily may — :
(a) investigate and make a finding on any alleged breach of o
provision of this Code by u director: or
fh}  establish a special commitiee —
(i) to investigate and make a finding on any alleged breach of
a provision of this Code by a director: or
(i1} to make appropriate recommendations to the board of !
dircctors.

(2} i the board of directors or special committee Ands thata director |
has breached a provision of this Code. the bouard of dircctors muy— |
fa} issue a formal warning to the direcior: |
fb)  reprimand the director:
fc)  fine the director; or
{d}  recommend to the pareat municipality that the direcror be

removed or recalled in terms of section 930,

(31 The bourd of directors of a mumicipal entity must infornn o parent
municipality of that entity of any action taken against a director m
terms of subsection (2).".

{2) The Code of Conduct for municipal stwtf members contwned
Schedule 2 applies, with the necessany changes, o members of sl of
municipal entity, ,

(3) For purposes of this sectien, any reference in Schedule tor 2104
‘councillor’, "MEC for local povernment i ihe province. micipal |
council’, "municipality’ and ‘rules and orders” must. unless inconsistent
with the context or otherwise clearly inappropriate. be construed s i |
reference 1o a director of a municipal entity. parent munictpadity, board of
directors. municipal ensity and procedural rules, respeetively.”,

Repeal of section 94 of Act 32 of 2000

27. Section 94 of the principal Act and the Par-heading preceding section 94 are
herchy repealed.

Amendment of section 120 of Act 32 of 2000
28. Section 120 of the principal Act is hereby amended by the substitution in
subsection (1) for paragraph (a) of the following paragraph:
“tet)  the matters listed in sections 22, 37, 49, 72, |94] 86A and 1047
Insertion of item 14A in Schedule 2 to Act 32 of 2000

25, The following item is hereby inserted in Schedule 2 w the principal Act after
item 14

"N

'

20

[
A

U
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“Disciplinary steps

14A. (1) A breach of this Code is 4 ground for dismissal or otier
disciplinary steps against a staff member who has been tound puilty of ~ach |

a breach. A
{231 Such other disciplinary steps may include— ;
fa) suspension without pay for no longer than three months: i
th) demotion:
fci transfer 1o another post:
fd) reduction in salary, allowances or other benehits: or CTid
fel an appropriate fine. ™.
Amendment of Table of Contents of Act 32 of 2000
30. The Table of Contents of the principal Act is hereby amended—
fa) by the substitution for the references 10 sections 9 and 10 of the fullaw ing
references: 15
~9,  Assignment of functions or powers (0 municipalities generafly by Actsof
Parliament or provinoal Acts
1. Assignment of functions or powers to specific municipalitivs by ucts of
executive or by agreement™;
i) by the insertion atter the reference to section 10 of the followiny reference: 20
10A., Funding and capacity building™:
fer by the insertion after the reference 10 section 21 of the following referenees:
“21A. Documents to be made public
21B. Official website™:
fed} by the substitution for the reference o section 16 of the Tollowing reference. 25
~46. Annual performance reports™;
fel by the substitution for the reference to Part 3 of Chapler 8 of the following
reference:
“Pari 4: Internal municipal service districts™;
ff1 by the insertion after the reference (o section 36 of the Toliowing refeicnces: 30
“Part 4A: Regulations and guidelines regarding
municipal services
80A. Regulations and guidelines regurding mumicipal services
CHAPTER 8A
MUNIECIPAL ENTITIES N
Part I: General provisions |
86B. Kinds of municipal entities
Part 2: Private companies
86C. Establishment and acquisition of private companies |
86D. Legal Status of private compunies established by munieipahities or D40
in which municipalities hold interests |
86E. Conditions preecdent for establishing ar ucquiring interests m'
privaie companies .
86F. Conditions precedent for co-owning of private companices
860G, Disposal of companies and equity interests in companies 45
Part 3: Service utilities
86H. Establishment ;
861. Legul status of service utilities |
86J. Conditions precedent for establishing service utilities :
86K. Disestablishment of service utilities F 0
Part 4: Multi-jurisdictional service utilities” .
{g) by the substitution for the references ww section 87, 88, 89 and @ ot the
following references:
~87. Establishment of multi-jurisdictional [municipal seevice dis-
il

tricts] service urilities
88. Minister requesting [the} establishment of mulu-purisdictional
fmunicipal service districts] service utilities
8Y. Contents of agreements establishing mulu-jurisdictional [municipal
service districts] service utilities



44 Nu., 2596() CGOVERNMENT GAAZITT] gl aly oo

Act No. 4, 2003 LOCAL GOVERNMENT:
MUNICIPAL SYSTEMS AMENDMENT ACT, 2007

90. Legal status of [governing bodies] mubti-jurisdictional serice
utilities™;
) by the deletion of the reference to section 91:
fij by the snbstitution for the references 1o sections 92 and 93 ot the following
references:
“92, Control of [geverning bodies of] mulu-junscictional [municipal
service districts} service utlities
93, Termination of multi-jurisdictiona] [municipal service districts]
service utilities™:
f{+ by the insertion after the reference to section 93 of the tollowing refetences:
“Part 5: Duties and responsibilities of parent muticipalities

93A. Dutigs of parent municipality with respect to municipal eniitics
93B. Parent municipalities having sole control
93C. Parent municipalities having shared control
93D. Municipal representatives

Part 6: Governance of municipal entities
93E. Appuintment of directors
93F. Disqualifications
93G. Removal or recali of directors
93H. Duties of directors
931, Meetings of board of directors
93}, Appointment of chiefl executive officer

Part 7! General

93K, Establishment of and acquisition of interests in corporate bodics

disaliowed

93L. Code of Conduct for directors and members of stafl of municipal

entity”; and
(k) hy the insertion after the reference to item 14 of Schedule 2 of the following

reference:
“14A. Disciplinary steps™.

Transitional provisions

3I. (1) If a municipality has established any corporate body. including a trust. under
or in terms of applicable legislation before this Act 1ok effect. such a corporite body
continues 10 exist. despite the provisions of Chapter 84 of the principal Act. unul such
corporate body is disestablished or liquidated, as the case may be.

(21 A corporate body, including a trust. referred to 10 subsection {1 must be regarded
as a municipal entity for the purposes of this Act. the principal Act and the Lovit
Government: Municipal Finance Management Act. 2003, 1o the exient that the
provisions of those Acts can be applied.

(3) A municipality that has established a corporate body referred 1o in subsection ¢ 1.
must within three months after this Act takes effect. publish a list of all such corporae
bodies in the relevant provincial gazette and make that Hist public in terms of xection 21A
of the principal Act,

{43 If, before this Act took effect —

fa) a munictpality or municipal entity has cstablished a compuny referred 1o in
section 21 of the Companies Act, 1973 (Act No. 61 of 1973y, the municipadiny
or the parent municipafity of the municipal entity may. despite that Act. pusx
a by-law converting the company into a service utility under the sole coniro]
of the municipality or parent municipality: or

fb} two or more municipalities have established a company referred to 0 section
21 of the Companies Act, 1973 (Act No. 61 of 1973), those municipalities
may. despite that Act, enter into an agreement converting the conpany nito o
multi-jurisdictional service utility under the shared control of those munici-
palities.

{5) A by-law referred 1o in subsection (d)e) and an agreement refeired w in
subsection (4)(6) —

(@) must substantially comply with sections 86H (2) and 89. respectively, of the
principal Act; and
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fHt  may provide for such transitional and other pros isions s may be necessin 1o
cffectively convert the company inte a service wilits or wulti-jurisdictivi g
service ulility. as the case may be,

Short title and commenvement

32, This Act is called the Local Government: Municipal Svstems Amendiment Act.

2000, and takes effect on a date determined by the President by proclamation in the
Guzetie.
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