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1. PURPOSE OF POLICY 

 

Section 62(1)(a) of the Municipal Finance Management Act No. 56 of 2003 (MFMA) 

stipulates that the accounting officer of a municipality is responsible for managing the 

financial administration of a municipality and must for this purpose take all 

reasonable steps to ensure that the resources of the municipality are used effectively, 

efficiently and economically.  

 

In terms of the legal framework, the elected councils and accounting officers are 

required to institute appropriate measures to ensure that the limited resources and 

public funds are appropriately utilised to ensure value for money is achieved. 

 

The purpose of this policy is to guide the municipality on cost containment measures 

that must be implemented in an effort to address the impact of the country’s economic 

challenges and to promote growth, address unemployment and equality, amongst 

others. Therefore this policy is prepared taking into consideration the Municipal Cost 

Containment Regulations as issued by National Treasury. 

 

2. APPLICATION OF POLICY 

 

This policy shall apply to all employees and councilors of the municipality, except 

instances where the Municipal Manager or delegated official deems fit to deviate 

based on motivating reasons. 

 

The municipality must refer to Annexure A & B in terms of MFMA Circular 82 (or 

updated relevant MFMA Circular issued) for cost containment measures to be 

implemented where possible. Tariffs will be aligned and updated according to the 

issuance of updated MFMA circulars. In addition, the following must be taken into 

consideration in the application of the policy: 

 

2.1 Consultants 

 

2.1.1 Consultants must be appointed on an output specified basis with clear plans 

indicating timelines and milestones. 

 

2.1.2 The municipality must ensure that consultants work jointly with municipal staff 

to ensure transfer of skills. To ensure that this is achieved, the municipality must 

ensure that the consultants involve all key stakeholders throughout the project and 

ensure that aspects of the consultants’ work are fully transparent and can be supported 

and justified. 

 

       2.2 Vehicles used for political office –bearers 

 

(1) The threshold limit for vehicle purchases relating to official use by political 

office –bearers must not exceed R700 000 or 70% (VAT inclusive) of the total 

annual remuneration package for the different grades of municipalities, as defined 



in the Public Office Bearers Act and the notices issued in terms thereof by the 

Minister of Cooperative Governance and Traditional Affairs, whichever is lower. 

 

(2) The procurement of vehicles in sub -regulation (1) must be undertaken using 

the national government transversal contract mechanism, unless it may be 

procured at a lower cost through other procurement mechanisms. 

 

(3) Before deciding to procure a vehicle as contemplated in sub -regulation (2), 

the accounting officer or delegated official must provide the council with 

information relating to the following criteria which must be considered: 

(a) status of current vehicles; 

(b) affordability of options including whether to procure a vehicle as compared to 

rental or hire thereof, provided that the most cost effective option is followed and 

the cost is equivalent to or lower than that contemplated in sub -regulation (1); 

(c) extent of service delivery backlogs; 

(d) terrain for effective usage of the vehicle; and 

(e) any other policy of council. 

 

(4) If the rental referred to in sub -regulation (3) is preferred, the accounting 

officer must review the costs incurred regularly to ensure that value for money is 

obtained. 

 

(5) Regardless of their usage, vehicles for official use by political office bearers 

may only be replaced after completion of 120 000 kilometres. 

 

(6) Notwithstanding sub -regulation (5), a municipality or municipal entity may 

replace a vehicle for official use by political office bearers before the completion 

of 120 000km only in instances where the vehicle has a serious mechanical 

problem and is in a poor condition and subject to obtaining a detailed mechanical 

report by the vehicle manufacturer or approved dealer. 

 

(7) An accounting officer must ensure that there is a policy that addresses the use 

of municipal vehicles for official purposes. 

 

2.3 Travel and subsistence 

 

(1) An accounting officer – 

 

(a) may approve the purchase of economy class tickets for all officials or political 

office bearers where the flying time for the flights is five hours or less; and 

(b) may only approve the purchase of business class tickets for officials, political 

office bearers and persons reporting directly to the accounting officer for flights 

exceeding five hours. 

 



(2) In the case of the accounting officer, the mayor may approve the purchase of 

economy class tickets where the flying time is five hours or less and business 

class tickets for flights exceeding five hours. 

 

(3) Notwithstanding sub -regulation (1) or (2), an accounting officer, or the mayor 

in the case of an accounting officer, may approve the purchase of business class 

tickets for an official or a political office bearer with a disability or a medically 

certified condition. 

 

(4) The cost containment policy must limit international travel to meetings or 

events that are considered critical. The number of officials or political office 

bearers attending such meetings or events must be limited to those officials or 

political office bearers directly involved in the subject matter related to such 

meetings or events. 

 

(5) An accounting officer, or the mayor in the case of the accounting officer, may 

approve accommodation costs that exceed an amount as determined from time to 

time by the National Treasury through a notice only - 

(a) during peak holiday periods; or 

 

 (b) when major local or international events are hosted in a particular 

geographical area that results in an abnormal increase in the number of local and 

/or international guests in that particular geographical area. 

 

(6) An official or a political office bearer of a municipality or municipal entity 

must - 

(a) utilise the municipal fleet, where viable, before incurring costs to hire 

vehicles; 

(b) make use of available public transport or a shuttle service if the cost of such a 

service is lower than - 

(i) the cost of hiring a vehicle; 

(ii) the cost of kilometres claimable by the official or political office bearer; and 

(iii) the cost of parking. 

(c) not hire vehicles from a category higher than Group B or an equivalent class; 

and 

(d) where a different class of vehicle is required for a particular terrain or to cater 

for the special needs of an official, seek the written approval of the accounting 

officer before hiring the vehicle. 

 

(7) A municipality or a municipal entity must utilise the negotiated rates for 

flights and accommodation as communicated from time to time by the National 

Treasury through a notice or any other available cheaper flight and 

accommodation.  

 

 

 



2.4 Domestic accommodation 

 

(1) An accounting officer must ensure that costs incurred for domestic 

accommodation and meals are in accordance with the maximum allowable rates 

for domestic accommodation and meals as communicated from time to time by 

the National Treasury through a notice. 

 

(2) Overnight accommodation may only be booked where the return trip exceeds 

500 kilometres. 

 

2.5 Enforcement Procedures 

 

Failure to implement or comply with these Regulations may result in any official 

of the municipality or municipal entity, political office bearer or director of the 

board that authorised or incurred any expenditure contrary to these regulations 

being held liable for financial misconduct or a financial offence in the case of 

political office bearers as defined in Chapter 15 of the Act read with the 

Municipal Regulations on Financial Misconduct Procedures and Criminal 

Proceedings, 2014. 

 

3. RELATED POLICIES 

 

This policy must be read in conjunction with any other related policies of the 

municipality. 

 

 

4. REVIEW OF POLICY 

 

This policy may be reviewed on an annual basis or when the need arises. 

 

5. ADMINISTRATION OF POLICY 

 

The Municipal Manager shall be responsible for the administration of this policy; 

provided that he or she may delegate any or all of his functions hereunder to any other 

manager or managers of the Municipality. 

 

 

6. COMMENCEMENT 

 

This policy shall come into force upon adoption by council. 

 



 



 



 



 



 



 



 



 



 



 



 



 


