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7. The Rictous Asgemblic: Aot No. 17 of 195¢ (relating
ummuunmozmommmgw
ditions of service).

8. The Public Health Ast Ko. %6 of 1919 {relating to

momor-elmazmmwu
health employuvas).

9. The Shope and Offices ACt Ho. 75 of 1964 {relating
o comix:l over the comditisns of service of worl.uvs
in shops and cffices.)

mlm%ﬁ:mmm&umww
direculy Uy the operstioms of the above lews. ¥he Unites
tations to the Govarpsext in relstion to various prvllems in
the practical spplication of all the abowve lawe. In genewsl,
the submisalon Las been that local govermsent is wot similse
to private entexrprise, and that the dliveruity of locel govern-
ment aotiviiiee vequives either exsmption from laws whick xps
framod morve for commerce and industry than for a pubile boly,
or special legislation for looal govermment. In wany ixeiemees
1oca) authoritiss have made representations regarding the spe~
ration of particular clauses in legislation from which emone-
lice arise. Foo ewseple, certain public woris of loosl sutho-
rities are dcemed factorises in tewms of legislavion, sad Sowm
eouppils oftem discover confliot bDetwesn their own comdition
of service and those of the Factories Act or the Shops end
Offtfces Act. There is alac the strenge case of the fimstiom
of the selsries of public health officisls hy the Ministey
under the Public Heelth Act (1952 anendment) under whiah
WmMummmeMmMM
suthoritiss receive no refundz from the Govervment. Yot, 1f
under the Industris) Comeiliation Aet & scaoiliation boaxd
umummmrrunnwmmmmww
MMam.mmmmthtmwm
ciliution Act agresment, for this takes precedanse. looal
mmmnummummmmum
ym.mammsmmmmmmmm
Central Govermment, simply ‘arrenged® concilistion bounds
Atmmwthomy.mdwmm
agreement is binding. Meuy more exmmples could be givem of
meﬂietswchwmtmu@t&»omctm
control under the laws defined sbove. This is direst oantwol,
und there iz often conflict between ithe provicions of looal
gcwtomﬂﬂuﬁmetWWﬂAd
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which 43al directly with sy espsots of ntarft edministyme
tion. For instance, the Looal Govermmert Ordinepse 19359
(Tvensveal) gives ths Administretor power to Astexmine the
salaries paysble to Town Clexks and snother orfinesce
states that the Town Clavk must alveys receive more In sa-
lery them emy other eaployee.(l) In Johamestwrg in 1966
un arbitretor cppointed in temss of the Imdustrtsl Conol-
Limtion Aot made un sward Wi ich Tixed the salaries of
heads of departments mush higher them the salayy of the
Poun Clerk and because this eward veas pade in terms of &
statute, the provisionz of the Ivcal Govermuent Ordinsnce
ave cverruled, und therw is deadlock.

is far an fipnancial comtvol is conserced there 14 both
direct contrel and latexrt control. Pinanciel comtwol is
divect when the State determines the miniwum vagss that may
be pafd in temms of the Vage Avt, or the scmpensadion sn
employee must receive for imjury om duty in temms of the
wo.kmen's Componsation Aet, or the ovartime vates thas must
be paid to the clowim in tems of the Shops and Offices AN,
o to artisens in texms of the FPaotorlies Aot. It is esny %o
mmmtrwwcmlm“tn;mw
of logisiation, even though the legieistion embdraces &Xl
types of industris) apd commercisl enterpr!ses ss well ee
local sathoritiea.

¥ith regexrd to latemt financisl contzol, there are
peveral important aspects whiok smust be oonsilaved. Unlike
mnummm.zmmmmmmmm
special trentuent becsuse it deals with eessi:iial seRviees.
mﬁammwpmvuiwformnwdm&
1M@Wtweemumwum The pight %o
smommmzmwlnmunm“atlm
miodormmmtuxm pasaing of the oxiginel
Industrial Conoiliatica dot in 1924.¢%

Ifmsuulm&mamwsmomnmmo
4ispute with saployees, it 1o cleay that the finsnsisl effscts
oimw%timmtwn}iznamwmd«pﬂwmoﬂ-
trol. Yhe Industrial Tegislatlion Commipsion of mg”m

2 Govermment

(3) 528 Jackicn 6 of ine loonl dovemmme § Clinintetention
() Toe Eleotlons ) (oal detatls of the gottlment of disyutes

»The right to
wbg x m%‘zg.x. Jrurpal of Esonomics -~ ¥zyeh, -
" trinl Lews of South Africe” A.dcméﬂ’
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mch attention to the question of collective

1) bargaining wnd
mi:' t'nlm. u.?:‘ t::us.sum stated that, "conowsesr
interescs, except 85 they are comtrolle! by 4w
sconomic law of suyply and demand, havy slmost entirely
been overlooked " en copditions of employnant iu axy
try were sgreed upsn or imposed by meazs of arbitretion.(2)
The ssme could be suid with regard to the interests of rate
payers, and looml authorities have in the pest complained
about the system of sppointing a4 hoc arbitretors to setile
disputes, and the igmorance of thes~ arbitrators regarding
the tssmes in mestion.(’) the Indurtria) legtsistion Cow-
mission of Enauiry accepted this view, and the position tne
dsy is thet e special body, the Industrial Trilumal, has
been set up to resclve disputes. However, the Tridunal omly
Mmuwummuum-ﬁanm
wmmum-rummmAmm."

It 18 cleer from thia brief referencs to Industi®ial
1av that the settlement of disputes by compulivozy arbitem-
t1on can bave far-reaching xffect: on the finances of looal
authorities. 1f on Tndustrisl Tridupal is appointed ¥ @
sum,mumwwozmwm-mum
mummmwmm:«mmnn
better thet all disputes be referred to such & tridwmal
rather than to ad hoc arbitxetors. *The role of the oon~
ciliation and its limitations should de pleinly uwndsrstood.
zmmhmwtm,nmmamamumm'
ofmammuwm«mwmmm
development of responsible collective bargsining. The o=~
mumtmmmuutmwmmwm
mm«muuammmiw.mmm
mnummmwfmawr?xmm«m
concessions in the public interest.” 5

mumtﬁmommmlmmmwmhw
mctofammmﬂmtsctaofmmuwn
mmstoamummmﬂa,mmmywmm
by local suthoritles is the Mimmw should
not be diffeventiation im control, oF oven exemption 82 is
ththn?mvimiﬂcomnsmmwmm

1) Op. Cit. rave. 332 = 357

3§ Ses vrhe O iom of the Industrial Concilistion ist 1957,
Memorendun pre ox bekalf of the Und meis:‘
Executive Wy Institate of Hunicipal Treasurers
Accountants ~ March 1948,

g} S'mwtimom 41601\5-(/). of Industtial neletions” Ly Prof. S.A.
glichter.

L.
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To protect the interests of vorkers in industry,
commerce and looal government, th. Govermmamt han 183
down minimum resaneration snd con itlons of servies for
employees. In obsesving these standavds loosl suthorities
ave effected divectly and finanelslly. There iz no reascn
why local authorities showld not be reguired o apply thae
gape ninizom standards ss is required im commerce and in-
dustry. Vage deSemminsiions,for exmmple, which fix tue
mintmun weges payable by local authorities to Bentu e~
ployzes, may have a considerable impact on the flassncea
of a lvoal authority « ut the ¥Wage Doaxd fixes its miniwom
wage ievels after conalderablc investigation relating to
cost-of-~-14ving and purchasing power, and the fixing of wages
iz in the public interest. It is o minfwum wage -~ eaplayem
mey pay moye thean the windmua, Therefove, the type of dfmos
financial control here considered is important to lecal suthe~
rities, yet it is e necesssxy fora of oontrul. The latent
nsomtrol exercised by the control of emplayex ~ euployes P
lationships and the compulsory setilement of disputss also
has far-recching effsets on the finauces of local suthorities.
Indusirial peace is todsy the overriding considerstion sud it
MWWMWGXWEWMMWW'WW
the intevests of the consumers or retepayers. Thsre oxe
gwedwmforﬁhmpoucy.mnwﬂdwnhww
the interests of conswaers and ratepayers benefit frum pescsful
employer- employee relstionships. This would Gepsod natbwrally
en the sivcesity ¢ both perties in relstion tc sollsetive
bexgaining. The financial affact of arbitrators' auverds uprm
looal suthoriiies can be very pest, amd it is considexsd
hat this latent finemoiel comtxol csh only te sffective if
the State alters the lew to meke necessaxy the decision of
ullcwwbyapumtmﬁﬁwﬂmmw“m
artitrators.

2, Cspital Issuge.
Local authorities obtein thaolx powers to horrov mOneY
under ordinances promulgated by the Provincial Administeatiam,
wtmmumw.zuwtmamummsm..
and that is the comtrol over capital issuss.
k%wcf&wtm9ofﬁtwﬂmm
Bo. o of 1353 the Govermment may uaie regulations with regard

to varicus matters, cme ofwhich 1s fhe comtrol over capital
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;‘:‘;ﬁw ioléf?ﬁhm;m@ Control Bagvlstions vere pro-
M e regulations were amended Crom
time to time and consclideted i 1951.(2) Section 15 dealt
with the contral of capitel losues and provided among other
things thet Treasury consent was necessary for making eu
insue of capital exceeding R10,000, that the raising of
leenz by looal eathorities was desmed to be wn lasus of
capital, snd that local authorities weve not pormittod to
ralse any losms outside the Repudlle without Zroesury cobe
sent.

The 1imit of R10,000 wes progressively rutsed to
HL,000,000 in Jenuary, 1957, reduced o R200,000 in May,

1957 and inoreased baok to W1,000,000 fn sugust 1959 st which
figuve it has since rmlm.tf’)

Contrsl by the Treacury was originally simed ot comtmol~
ling accese to the oapiial market by way of pullic lscues,
i control was later extended to cover all loans yeised Uy
local suthorities from whatever zource, snd in the m 1952
witil 1954 eontrol was extemdad ‘o inelude the sorutfimy of
all the caplial programmes of iocal authorities spd mon~
escential fteme were disalloved. Thie hed the offest of
retarding the extenslion of evsentisl services. The expen~
diture of lceel muthorities on phyzical capital sesets Zox
the yesrs 1952, 1957 and 19’(’4 was the lowest for the ten
yoar period 1946 to 1956.(#) his decline 1n eapiisl forme-
tiom by local authorities lad to a relaxation of control
and in his budget speech for 1954/55 the Kinfster of Finemoe
said "the Treasury will be congelled to relax somevhat the
very tight coemtrol it hes exercised cver mmieipal borrowing
for tne extensiocn of ow essentisl services which ssmmet
be postpomed indefinitely,"S>

Fram 1954 the Preasury, instesd of disallowing items on
the cupitel progrmames of looal suthoritics, fixed & Rodulsw
ews Liish eould not be oxceedad, leaving local authoritien o
dc the actusl allocation within this sum. This is stil1l U
position teday. Ieosl suthoritiss with capital progremmes
under 1,000,000 are not subject o smy cowkrel; in the ouse
of programmes over R1,000,000 the Treasury scrutinises the
ro-reammes and indicates a weximus to lpecl suthorities, wvhich
w2y mot be exveodsd. Although thers have beem strorg infla-

(1) Govermmeut Gazette Extracrdinary, 23md Ootober, 1942 -
Hotise Wo. 256. ,

2) Govermment Gaze bew, 1951, ¥otice Bo. 2600.

H 8 ¢ Gazette Zmd Ao esettes and Notloss 11th

{3) 8 pegtively Government
Temuezy, 1957 5. CSE s 30th May, 1950 Fo. 766, 20th Augum

. 1348,
(4) égzg-'%‘ie leaié ven die Unie-tesourie tem opsigte wan dis

glmutgam wan Perture” by 23-. P.H.Steyn

Procesiings 1338, Page 110
I'g;:';&‘mwﬁ/ﬁ- Fage 14 %Eé‘po fimes Tud. 1954)

L
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tionary tendemcies during the years 1564 to 1966 the State
hes not peduced the limit or R1,0060,000, but has
strom, Ly to loocal aa s to reduce capltel
on non-essential ftews,(l’ penditare
In additior to coutrsl by the sorutiny of cepital pac-
gremues, thers have been two oiher fomms of control, nemely
control uver access Yo the capitel market end control over
the pattern of imtisvat rates.
Goﬂmlmwmwtnmmmwuw
to svold competition mmong public bodles In the raleing of
lomps. An anmual progreuse is designed Ly the Treasuwy snd
rrovers in the pubifc sector sre alloved access in soood
damce with this progrmenc.
¥ith vegard to coatrol over the patiteszs of intexest
tas, the Ix ry in collsboration with the South Afyiosn
Besorve Bank endeevours to salviaia stebility in interest
rates for borrowing im the public sector. The metbud of
controlling iuterest rates has vari{ed coumsidershly. Oeiginally
the Treasury set s sefimite patiern fox toums of Sifferemt
sisss scooxding to populatior. After 1952 “he conivol wae
nade move flexible becsuse of the great Ailfimutise in the
capital market, and the Treasury allowed looal suthurities
%o disouss mnd £ix intercst rutes vhen spplicsticnn for oo~
cess to the capitsl maxket was made. Iz rpile of comianl
over the pattern of interest retes, the »ate for lomg texm
loans in respect of large cities bas riseu steatily fyus %%
poe inm 1946 to 64 im 1966. De. G. Risaik, Govexmox of the
Aok Beserve Bank recently refmiwed to the geaerel tightening
of wmerket conditions, and indiosted that the absuluie yleld
on manicipel sbock (when adjusted to 8 wallorw watweity ol
20 mzﬁm@d from ;.66 to .01 dwriug the parisd 1955
to 1965,
m:mwssmmmmo:mmmm“
Bate from 5 to 6 snd further inmeoreased tha puttern of ine
terast rates Yor Government Stocks 4o 6% (long ters) zud ze-
woved all controls om im t rates on deposits with finemeisl
institutions.
There s certain other legislation whioh has sn impac::
om the raising of loans by lncal suthorities, sad the asts
\ {roular of
@ mywwm%’&uimﬁtinlg%%t?‘l%& .
(2) *#he Finencing of Yapdoipal ture in mﬁ’lm
(Peper deliversd to 1966 Conterence, the 7.K.%.A.
S peblished inm S.A, Treasurer Jume 1966. Page 125). B3

almo S.A. Reserve Beuk drnual Be
1956, Peages 30 amd Ji.
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ocncerned arc set out in Anmexure A.

The Banks Act and the Buil#ing Societies ict were
amended and comsolidated in 1965, and the Unived Municipal
Exsoutive approved a memcrundum prepared by the Institvte
of Maricipal Premsurers and Accountents, drewing stédention
to the effect which the definitlca of "limuid assets” welld”
have on the raising of loans by large local suthorities. 1)
his memorundum reccmmended that the definition of liguid
assets in the draft bill should include $he stocks of jooal
antboritios with a maturity of threo yoars and less.(?) The
memorandun was Torwardsd to the Tress ry. o astion ves
taken and tie I.M.T.A. S.4. {(Inc.) prepared a furiher memwo-
randue in Aagust 1960 urging thet steps be taken to classifly
the short dated stooks snd demand deposits of major looal
awthorities and yubiie institutions undexr the heeding of
1igquid assete, and yoinmting out the axtent to which the
monieipal stcok holdings of financiel institutions fell be-
tween March 1565 and Janusry, 1966.

Purther Bills wers introduced in August 1306 regquiriag
insurance companies, wmmmmtmum
% mintmua of governwmext stock in their portlfolics. ZThe
Institute of Mmicipal Tressurers and sscountants S.Ah. (Iee.)
aumwwawmmmmmammtuw
lation go furiher, mwmpmmmh
sbovesentioned institutions should hold in seourities &8
1isted in the Act (inoluding local governmant stocks) sl
then compel the holding ¢ ot 1oast 107 in Govermment Stosks!’)

in censidering the nature of sontrol, it is clony thas
the Govermaent exersises &irect finanoia} coutEol over leosd
cuthorities Ainsofsr ae thelr capital progrREes aad eadevs
to the capital market are conoceraed. The intensity of eontwal
depends on guneral econ we factors. the axistence of io-
fiaticnary sonditions hiw 1ed both bo leglslsiion in some
¢ the Jorms mentioned sbove, and o variows fowas of moral
suasion on tmputefmwtwmmim
upmﬂismuwfmmpuum-ﬂw““m““
econcmy. Due to ¥he necessily iof providing Lesic mualeipal
cervices, somuil capital programses belov R1,000,000 are Bot

ot 1953, Ttem 35.
2 Proposed Ama % of the a8 Mull-
ding Scoleties Acto. ¥ e
; proponed ﬁm&nﬂnta to Insurapce
) wmmﬁc Tenot Control Aets®, August 1965,

1) mimmtes of United mmicipal Dxecutive
; wm o
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subjeot to control; beyend this limit direst coutmul over
the totul sumual emount of the ospital yrogramme is up,lied.
There is also divect fimamocial oomtrol in respect of
both interest rates and the timing of I-em flotations. With
regard to the latter, losal suthoritiez i temded to azo-
oapt control as desirable to avold overlappiar. in the timing
of stook issues. Vith regard to comtrol over the pattern of
interest rates, loowl authoritles have often hsd dloputesn
with the Govexmmert regarding the patteru of interest rates,
and have at times hal consldemble dilfflculiy im yeisning the
money because investers comsiler the patieam to be teo low,
This aspest of direct contrel over interest rates iz therTe~
fore of grent importemse to loc.. suthorities and immedfn’ 1y
reises the question whether 2 cunirelled pattern is profexsble
to the dotexmination of retes hy the meney mexket mechunism,
I7 intepest rates move upwards, sc should the eost of
services, sad the pricing guiieies of local authorities?
undertekings should be sericusly reviswed, with a sonsequent
ro-apyraisd of the methody g: alloeating source capitad to
the various WW.“ "
e indirect contrel evidemt in amcendments to the Jenks
Act, the Building Souieties Act and cther Acte doer affect
the support which lusililutional investore accord mundelipsl
stock fooues. By means of such legislstion certain finemodni
institutions ore ohllgea to invest a percentnge o2 theixr ss-
wwmmumwmm-wmmwm,uw
Government has now legislated hat & cortain percentage must
be in Govermmes > stock. Local authorities desire that the
legislation should incresso the total percentar” whioh mant
be held in pulltc stocks. s legislation- is by Do meuns
an exmaple of dirvect comErel over locel suthoritiss, It meaw
an exsmple of combrol Wy axception, wherely the £1oanoee of
1poal cuthorities could be indivectly affected Uy the feiluve
of the Cemtrsl Covermment Yo secure Wy legislation ant [
quate investmert in locead govermmen’. stocks. This also Peises
v meostion whether any such contrel is desirelle, or vhethex
sthe > peteods such 83 & MEXS ronlistic pattern of intexrvst
rates coupled with & redusction in capita) expendituve in the
pubilic sectur could not echieve ac much a8 luglulation.
In concluding comentery on tas meture of comtwol, it
is desiravle to vefer to the 4iffevence betvesn provineisl
somtrol amd centxul goversment comtrol ower loens. fThe

“ 4Bk Havket in Bouth Afyioa® Wy FProfesso®
(1) *Seo The Gt TdEe X Conforemos procesdings 1953. Fages

53/30).
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Frovinves oontrol borrowing powers to arsure thiv enerel
sounduess of locel fimsmdves, but the Freasury io soncomed

with the ;m&u and ecunvmic position of the conutry as
a whole. '™

Zs Sxmde_iicencips.

Malor licensing poverw awe vested in the Provinees, and
the only comirol over licensing at State lsvel arises from
the Licenoes i3t 1962, which tock the place of the old
ticance Comscliidation Azt 1925 b legislation provided
for the licencing of trmdes, professions snd cecupstions snd
1aid down the fees payable, vhich scorued to the Central.
Goverpment. The main object of the legislation is Lo IlEd
revenue for the State, which parcicipaies wery 11tth in the
control over the licensing of trades snd ccoupatioma. ¥Yhe
Acts passed by the Covermmemt, however, have had importaat
effects insofur as indirect Zinameial coutrvl are convermed,
as the following paragrephs show.

A great deal of discuasion nas takmm plsce bewvwesn loonl
authoriiies and the higher levels of govermment Tegerding
licensing, as it is ove of thy most importsat famotions of
loeal gzovermmsnt, Licensing ceses fom & formidahle part
of muplcipal osse-law, In view of the fact that tvo ocommis~
siwhawmmﬂyw&@wwmmmat”
nma.nummxmww«wm.w
of gilng back iato the history of licemsing, in order to &is-
cover the dements of control.

mmwwtmwwuumu
Sesusd & report on 20th May, 1963.(2 she Cewittes dtecovered
wtufuummmAal%smxunwsm
were oconcerned mmummhnm,uiﬁolm-
lation is mainly & taxing nessure. The Recsi ey of Reveume
m:y«muwumummumummw
hiadoumtamtamwmmuwum%x to trede
without the oonsent of the loesl suthority.* ~/The Commitios
ématmﬁmmmmiwmlmmmw
sy sbem whereby the local suthority comtrols the iseue of
licences snd oharges inspuotion fees, tut the State collects
the actual lieenos Yevemuss. The Committoe recommepded that
mmrmeouwtammmtmmxmm

ture in South
(1} For e fuller scoount see YPublic méggadi
os® by T. ven Wawéi&; ém@;:um)ai “:“
tween the Govermment.
o %m ﬁmum Prade and othar ﬂm.
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of trudes and cocupations as lloted in the Liceuces Aot
1962 be trassferred ‘rom the State te local suthorities, ')
This sssigment of licence revemmes to luoal smthorities
m‘m r«m-m by the United Mumicipal Ereoutive over
Bany years.

The Prinsloo Commisclon mads & moye detalled study of
trede licsmsing, fox its terws of reference embracced such
subjeets 23 monopolistic conditions wnd wnfeir compatition,
as well as the administretion ana legielation in respect of
1tomning suthortties.(3) mis Commission stated that the
mmctetmsw,rmmuammm
neRoUTe utmamumwmsm«wu
the relatively insignificant sacunt of revenue received
from 11censes.(*) The Commission expressod 1tsol? stromgry
against the prevalent dual control, snd recosmended that
*the existing power to collect and retain revenuas from the
licenaing of trades and occupations of the types listad im
the Pirsi Schedule and Parta I and XI of the Second Schedule
{o the lLicences Act 1962 by transferred from ths Centyml

Government to urban and yural loosl -i’m:’iuu......'{”
The Commission devoted considersble nypuce to the law and

prantice relating to the ifesue of licamces Wy local mathe-
rities but this falls more undsr proviucial coutwei Ham
Sta%e control and in any case ths control 1s more admanis-
txntive thar finamoisl.

A1l direct enptirol over trede llicensing a5 well ss over
other fcrms of licexsing such sa motor vehicles, dogs, snd
bieycles is carried out by the Provinces; thers is ne dirsst
tinanokl crwtro) exereised by the Stste under the Licenues
Aot 1962,

¥ith regard to indirect comtwel, tie tekiay gwey of
iicence revenues by the State from local suthorities wnder
the Licence Comsclidation Act 1925 had sn effeet on & » in-
come of loewl suthorities. In all four provinces, systems
of irade licausing wave vell esteblished before 1925, and
the principle tad been established that licesce fees should
acerue to the suthority exercising control. The Licemces
Consclidatien Act 1925 introduced the principle that licensss
are prinarily s scurce of revemue. After the passage of this
Aet Provineial Oounoils all passed ordinances At various tines
sutheristing local suthorities to impo ‘e inepection and super-
vision fees in respsct of trades and ocrapations, snd also

1§83 4:&33’":”&:‘ 71?2;2;-%;?;31 ﬂ;l&lstiwﬁpo o1t. 1944.Tege 4Tt
() 957

o o haon PR

;43 Ibid, Pars. 114.

{5} Idid. rara. 116.
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to (zsue srnicipal licumcer in ~espest of hoss trades cad
osoupations not coversd By the Lisez.et Aot. Thave ave
therefore thres typey of llerwmow dooaments (o, Svvormment
1.comper insusd by ths Recelver «f Yaverus (5) mamisipal
certiTiontes of sutberity whish anst be poodused to the
noeelver of Boveone befors he izsued ¢ lloemoe (o) mundeipsl
reagpoes isoued Jer tradso sl oo notiony aot covexred in
ihe fel.

tudivect Pinepeisl ssnirel over loeal sathoxities ¥
rapsan of ihe State keepling to itzelf an Important cewree
5f revemnd s sn extremery irmortsst form of comtzel. Both
The Torckerhagen Coummities and the Prinsloo Commirsion have
sriticised the cumplexity of control with retard %o trade
ummmymwmtmmm
this field of taxsdion lm favour of lueal sathorities. Tuis
- A ) . 15 recommended on the prirciple that “the pudlis sathorisy
e ; «hich receives ihe procveds of any tsxmtion shonld aveept
the respensibility for its impositien.*l) It iz ef tmtem
% wmu.m.mtmmwmwm
ther and veocumnends that individunl loosl swihoritias should
be permitied to fix thair own levels ror licemou fumm, Cuor
;wttnﬂummlommlmw-wnmw,
his is & clear inmdicsiion thet the Commiites somsiders not
only that local suthorities sbould casune <11 pogudatory
control over trmde licersing ik the interests of sémialsiyie
tive an? rublie comvomiencs, But that local suthoritiss awe
: entifled %o regard trsde and business licemsus 22 & legstiante
: additional source of revemso. Ths Primxico Tommission, wile

' ~ mmmt'uwﬂuouwtmhjuuﬂdhﬁ

mmworwwwcowmanm
adequately o comperssie loosl authorities for the wpward
trend in overhsad costs®, ﬂlﬂmtmm‘fﬂ*m
by locel amthorities snd considers that these should e fixed
vndformly im owob -ince, and possibly uniforeily hrough-
out the z{m’mxo.(g one Comalssion 18 totally opposed “o
a system whereby *1ocal suthorities could endesvour to scoure
a5 mach revewie as pogsible from 1icensing wod s uaing
1% for the purpose of belancing their budgets.® "

Irrespective of the method fimally adopted Zor fixing
11cence fees, it sppears that local anthorities aay acquire

a source of revenue hithertc reserved for the State, and an

iwportant form of irdirect contyol over the finmances of

Joosl suthorities will have been removed.
. Tra. T1{1v).
1} %W%ﬂ. LCik. Jva
?5‘ Frinsloo erion. m-.(}g;t. Para. 126.
.35 Ibis, Pera. 122
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4o Fhraics) Resouposs.

In 1967, the ‘hyeicel Flauaing smd Utilisstion of
Resources Act vas passed giviug ertensive powers to the
Hinister of Plamming in respect of tbs soning amd sub-
division of land for {adustris) purposes. This legisle~
mmmm:mnmmmm
1947. The Minister muat approve all nev fastorics sod
sxtensions to sxicting fsotories, and sn extension %o &
factory weans eny increase in the mumber «f Tantu employees.

Thare 1is olasrly no direct financis] eomtrel in such
legislation, notwithstanding the fos-reaching msinre of
comtrol over local plamiing. Ybare is s forxm of Siveet
contrel insssmch as long-ters fimancial plsaming 3s af-
fected by the Physiocal plammiwg of pudds ‘o, Wiich
wald be infiusncec by the l-cation of 13 _.stxisl avews.

it sdvantageous wvhere there is proper co-undination of phy~
eical planning and the utilissiion of resourees. Uslimited
tnfiex of wnskilled labous iuto looal axess iz sysinet the
stisaa)l snd loosl intevest, Lecauss of the west howsing W
Zroup sreas probless invelved. On the other haad the dxlmmosd
Muzmmnmmammw
mmmn,mmmmmm-l-vwmw
dustrinl dovelojment in ousfaln 1533l commnities wiy heve
wfmﬂwwmmh‘niaﬁmw

genarally.

h8Y,
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¥rovincial oontrol over the fimunces of loosl enth
rities i in nearly all cases direct. Theve is o lavge
£ield %o be coversd in Aisoovering and DMicsting the na-
ture of control {n such important spheres as andit, the
reising of loans, rating, valuatior. end meny ctaers.

It hac already been indiomted adrve that in terms
of m?ﬁ?{ggy&u 1909 and the Republic of South
sfrica kot 1961, the four rrovineia) Cowncils have pover
to pass laws o loccal govermment satters. These powers
are clear and definite. "Within the Jimits of the esdb-
jeots entrusted to 1% a Provincial Cowawil, sltiwugh &
subordinate lswmaking body, mmzpw?xuxmm
as effectively as the Union Parlisment."(l) e ords-
nances pesced by Provincial Councils in respesot of looal
goverpmint have besn mmerous, snd in the sphere of finsm-
sla: scontrol they ave fayr-reaching; they grestly restriet
1scal authorities in their financial affairs. The degres
af finamcisl control varies from province to provimoe. A
studiy of the ralevant legislation in the four provinces
(See innmexuve B) will indicate the extent o which Provin-
cinl Councils do in fect impove finspoial oontrol in zels-
tively ineignificmnt wetters. The lsws pessed by the Pro-
mmmonmmmmwmmm—
dent und they are then effective Instruments of comtrol
in the foxm of oviginal legislaticm, and they are in mo
wvay delegations by the Central Government. “Undinences )
ayre olassed o statutos, not as by-laws o¥ reguletions?

In additicn to the direct finsmcial cortrol enforoed
by way of ordinances, &8 indiceted in Annexurve B, there &re
the powers imposed by Adminis under p granted
to them in the orxdinsmocer A Provimelisl Couvncil has power
to delegeto smy of its puwers to the Administrator nless
any eupovering legislation clesrly provides that the (g?'
vineisl Council ftself bas to cxercise & discretion.

(1) Munteipel Low by Dinges snd van fmc.(m:: Wu:;fiﬂ I8
Law subordinste Legislatiom Hon.

) gm?‘q.c.. %a 31. Ses alsc the Scuth o—“‘w ‘

tution H.7. May (Chapter 4) and the Finanoe m‘n g

Lawe of Union of South Africa by Manfyed Nathan(Fage :

(%) Indd.(Caney) Fege 60.
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In this sphere & great deal : Linspnisd
srol takee place, aad the phrans ve Oomets mmy oith ey

of the may vith the
conseut mw:mnmmm..
zsonss. The Adninistretor delegetes many powerc to offi-
clals and thus much finanocisl control s exeveised divectiy
by FProvipeial Aduinistretions.

The commentary on provincisl finansial comtrel given
in the previocus paregraphs is intonded tc be no moxe thean
introdactory, becosuse the nature of provincisl cowizel has
first to be dlseovered, or hau been The case with legielation
ty ihe Cemirel Govermment. Jealysis of the warioas types of
provinoial comtxol will teke plece fn latsr chaptexs.

In view of the faot that Provimeial Councils pass Love
which diwrecily control local suthoritios in uumerous spheres
of activity, the nature of control is mot so ALLTiowdt %o
discern &s was the case with ssny types of centeal comtrol.
In epite of this, the degree of cuntrol sxazcised, and +he
different mothods sdopted iu the four provinoss is of prwes
importence. There 1s ¢ browd similarity in the pethed of
financial control in the four Provimces, dut considerelle
aifterences in the legisiwtive ennctments for hxinging shows
sontrel. These differences are rovealod in the cowpmrison
ormzewuﬂmum:mmummam
B,m«hsaﬁmtwummuu
mxfxem«oznmmmlmmsa*m
Provinges.

mwr«a—mumwm
mml,mtm.uwmmwwm
ormmaomd(ummmamn
mMummuMwnm“w*
trol in esoh province, TFor this purpose, the Natal lcoal
mmtammutmnmmumw
coluan, besause moct of the fimameis) provisions in et
ordinancs cre placed in ome chapter. Iv the other thxes
columms, the relative provisions from the Trensvaal, Oxenge
msuumcupommocumnmmw

In the ohapters vhich immedistely folluw, the speaific
Wae:omm1wmuwmdumomnm&-
subjects sre set out inm Amnexurse B.




N

rre ;:‘ﬁ" xf" P“‘m:*‘l:;‘*w’fd. Trencvasl and Orengs

ordinance L& oetain heeds of income
which form the revemme of the Council, The Cape Ordinsmce
contains no such lis+t,

In Natal there have been amendments to the law in pe-
cent years providing for (a) the estabdlichment of separate
Ma:uwmmwuuuw¢mmm
fupd revenue account (b) foxr the opexing of benking sccounts,
and (o) for the esiablishment of revemue recerve finds,

In Transveal the law nov provides for the sepsamtion of
the mevket fund from other funde and ir the Crenge Fres State
the ordinemes conteins e provision that fantersst may be churg-
od on all arresr scoounis (and not only on srrear xatas, as is
the case in all Provinces).

The listing of heads of revemne ia Hatal, Trensveal snd
Orenge Free State does not serve any pCEbicular purpess &s
far as finanecis) contyol is concexrned. The sxdinovoss merely
say that the veverue of the Cousc!l shell consist of yetes,
chaxges, fees ete. Wt the power to imposc such shaxges 1s
contained separaisly in the loscal govemment oriinsned oF
in other ordinsncec. Jome revenue hesds yeceive speaisl men-
uaamchnmmomtummw-wmmw
date tolie, mlommmtmetmmvauim
refunds is not meationed. In view of the fact that ecmsidenr-
able ummmmmwam
umw‘,mmumoszsmumw
vemues of local euthurities are relstively unimportant ss
far as Pinsaeial control by the Provimcesis ooncernad.

In several spheres, however, there is divect finsnoisd)
cortrol, nmiwely, the obiigatory opeming of banking acoountc ia
Batel, the peatriciion on the tramcfer of profite out of the
market revemue wommm,mmommwm
MOtmtmmtwmmwmtammmmm.

mmmca!pmwmiwwmﬁw"’m‘w
trading accounts end establiak revenue reserve funds in Batal,
w14 opegate onoce these fande have been

control by emdit wol
established. The clear authority given to establish revenns

+yacts of Aoocounts
(1) See Neport on Standardisation of ;»i sats of e )
of Local Authorities in S.4. (I.ﬁ 24 Lio mzmm
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reserve funds in Natal is en exsmple which oould well be
followed in other provinoces. In frensvasl, for exemple,
the Provineial Auditor has comsistently held the view that
the setiing scide of revemue in any reserve funé which 1a
not speeifically msanctioned by law, is illege) amd he bas
commented Lo this effect in his reports on the anmusl so-
counts of local authorities, and required the sacumts o
be written back. Thic iz control by audit, besed on the
lew of vltre vives i.e. that the council nay rot do swy-
thing for vhich it has no positive legal power, yet the
extencion of t:is dootrine has been challenged for e
wt‘}cr&mmm.(l)wwammaw~
tive pover given, as im Natal, would eliminate the wsetvis-
frotory and wacertain indivect comtrol conducted by he
Provineisl Auditor.

Natal requires thet loaa momsys must be paid into the
socount for which they were raised und used only fow the
purpsse for which they vere raised. The ordinence also sede
m:«w&pmmuhrolhwct\m:m&ﬂu-ﬁ
iz pold. Wmnmawuwwmmw
mmtozmiwmmtm.mum
Cape Provinde suthorise the operstion of comsclifstied loans
funds, mwmmmmasw
h-ﬁdmmmcfulmm,mﬁ-mdmdm
»1mfumwufwmww.¢w Ozenge
msw«m»mmiwmmmt-”m
m-.mmwmnmmmmkmm
wmwmoflmmudmmmxﬂw
manomdmmviﬁ&nouammyuﬂ. Dirmok
m:umsmw.ucuummmmw
mluuzzwmwnwmmomozmuw
ing accounts. Wmsuummurwmp-
viously but dzopped it in the 19¢2 ordinance.

The sccounting records axe sufficien® to imdionte for
Mtpmmoamm:vmuud,mmmumw
ditor could commomt on INY irregular use.

m.uwwwnunmmmmmu
Win,mtmmmww.omu
atnet,mmwmm's suthority is necesssry %o

g Memorandus to Looal goverraent Advis Bokrd ob
) % Funds® by J.¥. Cowdon - June, 133.
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apply such fumds For other purpores. This direct finsncial
comtyrol 48 Y b ve funds could easily be
squendered cr unnecessury projects. "Emch dspartment of
the city government knew of the existence of thous reoerves
They were anxious to spend them wach im his own au«m«.-i”

The power given to operate Consclidated Lacas Papds is
permissive, bul the Adminietr»si o+ 4o mot lightly glve {his
power to looal asthoriiies, fox sound financinl msusgesent
of such iands is important. Once having been established,
sontrol by the Provinces ir atrict. Becaunse of the meny sd-
vaptages of consolidated loans funds, most of the laxger
tovps and clties operate them touy.h)

It iz ocurious that some Frovinces. introduce 4 high 4o
gree of control in e maiter suck as capitel funds and the
sale of assets (e.g. Natal) whereas vthor Provinues (Mg
Crange Free State) have no restrictionz st sli. Hovever,
this can be explained partly by the fast that puny of the
detailed provisions of the Natal Ordinance ure denlt with
in Zinancial regulations.

3. Land frust Punds.

There 13 genersl Froviscial uniformity ia the primoiple
of requiring that the pro-eeds from the sale of laad be paid
into » special fund. (See Anpexure B) The forxmer OTenge
Free State Ordinance expresses this principle as follewsy~
*411 immovable mmvumumcmumum
to be held in trast for future generations."

Control over the slienstion of lapd in gemeral is deslt
with in later chapterz — this chapter desls only with lend
trust accounts. Thevre is uniformity Zaong the Provinces in
principle, but 3 study of the schraule of provisionms inm
Amnexure B indicates 8 lack of aniformity in other respecis.
In Eatal the sccount is called the Public Improvessat Pand ,
in Tremsvasal i% iz called @& Special Account (ulthough most
loval sauthorities have cslled it & Lands Trust Pund), in the
m-msaunummmtm,uaum
Cape it is the Revolving Fund (mots, however, thet this 8o~
eount iz net created soleiy to receive the procesde of lamd
sales, and ic more in the nature of & general gapital Foserve
tund). Theve is also & varinticn in use of Boneys standing

(1) rean of ceptamt eservs Funds S35 Bey Sopryrenes” ¥
w. U1 r a N .

(2) sce ";2::&‘“ on tke Propossl that the Administrator of
“he be T sted to promul te » Munici oo
Loans ard?::mc'({.n.s.‘l.l }; ®Comso .mm‘

. rities Prusmond
Nmﬂaow om‘l ;:goo! the Consolidated Losns Pund * (l.l.‘t
Penros., South Atrie(m: mmrs Pebruary,1953); "Losas
Looal Authorities™ J. i, Johasod)- .
{3) Section 61(1) Loeal Sovermment Ordinamce 6 of 1946

L
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to the credit of these land cales fumds. In Natal, montes
may be used only in the form of repayadls adveaces, but in
the other provinces the money aay be appropristed for cex-
tain specific purposes, e.g. for the purchase of further
land.

Thex: 1s direct fimancial comtrol inm sll Frovimces re-
garding the treatmont of proceeds from the oale of land, and
the legal provisions are strictly watched by the Frovineisl
Auditor. The purpose of this contrel is "tas preservatica
of the corpus or body of the municipality for the use not
omly of the present gemeration, but future generatioms.®(l)
In 2 memorandum on this subject, the Institute of Municipel
Treasurers and Accountants affirms the ity of p
ving the vaiue of land trust funds intact, mt comsiders
that vestein types of development work should be allowed as
aow?emimtthctwto bring the land intc » saleadls
state. 2)

imBOks of Account.

In 8ll provinces, looal suthoritiss are requized to keep
proper books of sccount. AllL the provinces except Trensvesl
lay down that capital ard revemme shall be trested sepazstely.
In Trancvasl, mmcsuummwnumm
that gust cause propar books to be Xeyt, but in Estsl the re-
sponsibility is placed cirectly on the towm treecurer. ¥Fatal
also sets out in detall what are permissible ohsrges o oapital -
works (e.g. ealaries of supervisory statf) ~ in the Trensvasl,
policy in this comnection is laid down in s civewlar fros tho
Director of Local Government uiter comsultstion had taken
place between town treasurers, snd the Frovipeial wmﬂ(”
This metter has consistently been & source of disputs betussn
treasurers a~4 auditore, and even between the United Mumioipal
Exesutive and the National Housing offive. -

TheSe sections of local govermmnt ordissnce deal oxly
in general with the necessity for keepiag books, ut elssvhare
{n the nrdimances there avrewarious provisions rristing to ¥pe-
aiul books of sccount. Fer exsmple, there are ii. the Cape

Frovince othexr provisions relating to wepairs fund scoounts,

FaxthezTaore
sinking fund accounts, @ loan secount and others. N

surv al Government® .B. Georze, Provimsial
W ;:uli ;’m (address to xe mva?hwﬂpl
t1on 1947).
2 5;;3"%:3‘1’;3“)“ x,-adu zs;%;; l!ouy;'shly, 1956.
ircula o. [} TALO .
§2§ Sos mi.’:}":: 20 auintstration and Proféessionsl charges
in connection with souing and loan schemss appxo
tne Housing Aet® (1957) (I.M.T.A. May 1960j.
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the Osre sudit regulations iay down rulss for the kesping
of cash books, bank deposit books and so on. There ir cne
other interesting provision in thu Cape Ordinauce, namely
the power givea tc Councillors, retepayers or voters to ine
spect and take extracts from the Council’s maim books of
account.

Dinges and van ¥insen state thut *what books of account
are to be kept 1s principelly an sccounting sstter smd will
be diogm by reccgnised and sccepted prinmciples of acoounte
ing." The provislons in the various ordinances regarding
the booss to be kept &re Do more than genersl safeguards;
there is more direst finamciel cuntrcl in the requirements
18id down by the Provineisl Auditor, s sphere inm which “herve
18 cften consideradble difference of opinion in regaxrd tc wo-
counting ytimiples.(z) These differences scmetimes reich the
stage where the law has to be zmended to provide a detailed
procedure to be followed (e.g. in Katal im respect of char-
ging salaries to capital account) and ii relsss ihe vhele
question wheiher extermal financial comtrol should take glace
W filiing the local government ordinapoe wiih unnscessary
accounting details, or whether it should tske place by the
promuigation of regulstions. A grest deal of control also
takes place nsither by ordimsnces nor by regulations Wt Wy
divectives issusd by provincial asuditors to kesp books im &
certain way. This is particularly so as far o2 saell loosl
suthorities ere concermed, and it has been Justified om the
grounde that accounting methods are so bed 1n ceriu x semll
local suthorities that & standsrd basis mmst be insisted on.(>)
Ia certain cesss aud)tors muet ectually olose oft the books
before they can cosmence their andita.

The power given to the pudblic $o inspect the Council’s
books of sccount would fall more under the heading of popular
control. It is s democrstic right grented to the public snd
coun~illoze. It is umiikely, hovever, that laymen would gt
far unless accompanied by aa accountant. The editor of"fhe
Accountant® observed mauy Fears ago in su editoriul: "Nest
pecple mever see the pullished sccountc of their local autho-

rities apd 1f they 41d they would most 1ikely be little the
“tle hsrm in the retention cf & tyedsltional

wiser, 4 re $a 11

i 2
1) #unieipal Law (Second Edition) P 142, . .
wRecent Trendz in the standardisation o Aoovunts
523 g?:. cov:n, fown Treasuver, Springs (5.A.Troasuxex, Cotobemy
1956). State" by M.
Local roment Audit in the orenge Free * -
) 1 nﬂ' I.u.;.:. Conference Proceedings 1936 rFage 128)

A.D,
(4) July 16, 1955.
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democratic right such az this as long as 1t does mot s
too irksome to town treasurers; ratepayers would be well ad-
vised to ack for information rather than to seek for it

22 The Cloeing of Books.

The crdinsnoge in &1l provinces except the Cepe Provimce
give specific directions to local authorities to closs their
booke after the close of the i{inascisl year. The fipmanoisl
years close on different dates in the four Provinces as fol-
jowss~ Hatal on the 3lat July, Trsnsvasl on the 30th June,
Orengs Pree State cn the 2lst March and Cape Province on the
%15t December. There ie also lack of uniformity with regard
+o the closing of books. In Nata) and the Orange Fres State
the books must de closad and balanced, in Trsnsvasl they »rir?
be bdalanced, but in the Cape Frovince uc directives to closs
erd Dalance the books &re given, but instructions are givea
wpmcmmamtmmmmwmm
nmmmwmsuumommm
and income and expenditure acoounts to be pit.jared after the
closing and balancing, but Transveal is silent on the quwratiom

of the accounts to be prepered.
It 1s a pity that more uniformity could mot de imtwdwoed

into provinoial lavs of this pature, fcr the varied use of
tcoounting terws snd the different financisl yeurs saudes
mumumzmoxwtummmdw
parative statistica.

%he injunction to local suthorities to close thelir boeks
after the close of the Zinancisl year, and to prepars halamse
sheets and other final sccounts 16 8 olesr case of divect
financisl comtrol. Pailure on the part of looal suthorities
to act {n ascordance with this injunction would invoke sotion
by the Administrator. It 1s in the public interest to emsuze
Mtpmmwmmkqtmmtemmwwu
laid down for completing the task of Malancing apd prepering
the balance sheet. This 18 clearly essemtisl before amy of
the sudit functions can de perfoimed, &nd 1t iz desivedie that
the 1mw 1e clear on this poinmt. Accountability to ihe public
on 211 finapcial matters is of great. importance, and the matter
of finalieing end balancing the books of account 1s rightly &
subject of clear and direct control Yy & higher level of

govarmaent.

commen rector uf Cemsus snd Stasistior in
@ Q&Lnrmdut :g.tg;:mmm statistics of Looal A:lm%
1956257 and 1957-56% Pegs 2.(G.P. 5. 8196453 1960/61 ~
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2 1he Freparation of Estimetes.

A1l local authoritiss in South Africe mugt prepave
sstisates of revenus and expenditure; a reference to snmex
ure B will revesl the differeat procedures laid down in
the four provinces. In Trensveal ani the Cape rovincs, the
estinates must be prepered before the commencament of the
financial year which they cover; in Natal sand the Crsoge
Froe State the estimates may bo finslised after the commsmse
nevt of the financial year. In Hatel and the Ceps Provimce
an abetract of the estimates and the rates to b levied st
be published in the press; in the Orings ¥Fre» 5t te a notice
must be published saying the eztimmtesn are opsu for imspectionm,
wt in Transvsal there sre no obligations to publicise tha
estimates.

There 15 a limitation in the Ovenge Pree Scate on the
sstimated deficit for whick a municipality may budget. Im
the Cape Fruvince a cectified copy of the estinates sust W
gubtmitted to the Provincial Secretary.

The obligation to urepare ostimates of revemus is &
form of direct contrcl imposed onm looal suthoriiies, awd is
a pecessary form of extermal fimarcial scmtrol. The estinstes
of pevenue and eipsnditure fowm the base on whioh the zate
levies for the following year are dstermined and are tharefore
of fundamental importance. Yor this resson the Transvasl
and Cape Frovince laws requiring the preparation of esti-
wates snd the determination of the rate before the COERDOS~
ment of e financial year veflect beiter tinamcisl comtrel
than when the estimates are prepared later, for a grest deal
orwxmmmmwnﬁ'ww
bafore the estimates are completed, and there s?lm) 3
s isck of fipamcial coatrcl during this period.

he mecessity to publish sumparies of the eatimates in

the press reprosents an additicoel forw of public control.
l1ated this extrs sontyol

vhen drsstic chenges are conbemp )
serves to alert the public, for exsuple when & sukstentisi

inorease in the rates 14 contaupiated. Yet the laymer. who
in the yress is nod

studies & ghort extract of the estinates
1i¥xsly to wmdderstand its full implicatious; the council bhas
had the bemefit of the full peporte of hesds of departuents,
in particulsr those of the Tiwn Treasurex.

The limitution in the Ores” e State on ihe eatisnted
defleit is a very definits meda tinapclal comtzol, for

South Africa® by

*iant Buige Procedure in
W ﬁt;. ug;o%gt}!.!.j. gﬁorme proccedings 1950).
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it compels & local suthority to iunocruase its 4
uxi“mﬁtommaeﬂutu,mm.n;:
1t prevente tha elected representatives, who are elected 8’;
relatively short periods, from vontimumlly inoreasing the
ostimated deficit and fuiling to face up to ar -saresse in
the rates, 8 step nacessary im the Luterests of prudemt
zinance tut unpopular in the proxisity of iha bellet box.
fhis is & cound fimanoial provision, and a similar restrie-
tion war recomsended by the Marais Commisaion in Tremsvaal,(l)
it 1t has pot been iaplemented. There 1s 8 simllar provision
in Estsl, but it is not in genersl terms and i{s therefove
donlt vith under Excess Expenditure beiow. This provision is
also linked with limitations on the amount of the rats whioh
sy be levied, which is dealt with separatsly ia & latar
chapterx.

mxnmcmm.zsxtmum;m
of the estimutes to the Provincisl Secretaxy wao is
given no powers with ragard thereto. Thisx is of partioulaxr
imterest in the vealm of fipapeisl comtrel, for it has beem
noted above that .caplete comtrol is exercised by tha Minister
otmﬂlmmmnw-umbwtmmmm
Wmmoxmwmmwaxm
and expenditure, In pome of the four provinces does the
Adwinistretor approve the sstimetes of xevenue and expenditare.
Mxicipelisiss are free Lo prepare their own ostimates, sub-
3mttampmxmutmtuwl.ﬂmu
sertain specitic cequireaents {o.8. in the preparasion of
Narket cetimatcs in Trassvaal, mx suplus aay be tremsferred
ummtw;mhmmﬂoammmmma
meﬁ,mmmmwawhﬁwc
reting dealt with below ete.) In certain otbex sountries
of the world, senicr suthorities iave to approve the sstimnies
of local mmﬁﬁuﬂnwm’“w‘““mum”—
ral chapters on finencial control which follow.

L. Exuess ExpendliuRe.

After the estimates have been prepared end approved, end
the rate zerwmm;vlmwmuwumw
sections, sooe control 12 Decesssry o encure that expenditury
takes plsce in scocrdence with the approved eatimstas. As WA
the cmpe with the preparstion of es*inates, the provineisl
ordinances Very considerably ia the smpoaition of control.

Third 3 the Comaissiolt of inte
w the 3,&?&%?}»%&%« in the Tre "

(2.r. 5/1957. 178).

-
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In BEatal “heye is tha speeific -~vovisfon that in the
preparation of astimatas no excess of expepditure over in-
cone i3 parmitted unless provision is simulteneously mede
for the exneas axpenditure to be met. The Natal Ordinence
alsc goes much further than the nther Provicces with regsnd
tc excess expesditure, and @ raport must be submitied %o She
sduinietrator 17 at the emd sf the finemcial yesr a duficit
is revealod in the rate fund. The ordinance also contuinf
sore detall than othar provinces regewvding authority to do
such things 8s purchase Avle 5t . tzitute sems froa
rate funds to liquidate defirivs cr other Yunds, and wmake Son-
tribuvione from other furds to the rete funds in yelief of
retes.

he Transveal ordinsnce contalns mersly sk outright
provision that mo expenditure should take place except in So-
copdance with the estimates, but the Councll BAY AppTrove SX04Ks
expenditure on the reccusendation of the finance coumittes {o¥
manegepent committes).

fhe Orangs TresState sakes provislan for the vevision
of estimetes during the year, iogether with an inoTease oF
decrenso in the town rate., “wnever durirg the yesr hs
treasurer consi’ers that 8 defi. 't equal to mcye then the smownt
of 1/5¢ per = - of reteable property is 1ikely to scerws, b
uuet report to the Cowsnll, end vhe estimates mus’ be xevised.

In the memmwuwuttwm
the confirmed estimstes, but im special aircumctancs s T Y
be exceeled ou the specific aathority of the Counsil, wp to
an smount not exceed ng 1/80 per yend, and by s further srount
with the approval of the Adainistrater who nay direct thAt
mmmzymuhlm.dtouﬂmm‘u. Also, if
the £inal accounts reveal 8 deriolt, the Adsinistrator ey
dircet Bhat sn exiracrdinary rate be levied.

comtrol of excess expenditure iy & necessary foxs of
direct comtrol to epsure thei onoe estinates bave beon yre-

{ wed and once 4.s rate A8 besn lavied, no [l Mm

' all take place ostherwise than in accordunce with a set pro-

‘wre laid down in the oxiazaacs. The degree of control veries.

1n Pransvea’, a Counsil esuld go on approving excess votes amd

end the financisl yeer with 2 very large deficit, and omly
Wiﬁmw

of seotion 170 of

In the other provinces thexe are
expenditure, IB Eatal

be showp is too inflexible,
in the practiow

the ordinamce {see beliow).
: mrre definite restrictions on exS0As
3 the reguirement that Do defisit may
‘ for there iz nothing inteinsieally unsouwnd
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of udgeting for & reasematls defieit wnd {n this connpo-
tiom the Orange Fre: State method of s*ip iating an ovevald
gopsral control 1s pre®eradlsg.

It in desirable thut the Province impose divect tinan
olal vontrol In so far as excess expenditure is conoerned,
tut @ examination of the various ordinances indiomtes cum-
fusion of thought between the suthority for exsese expeadi-
ture and the authority to incur deficits. A Couwnoil nny
suthorise many excess votes during a financial year, yast
fnour wo final deficit because of the moyancy iu revenue.
Theve is room ?ucmumbloimmtmmm:p-
proach %o oxc .3 expenditure; in Natal epecial suthority is
given to make comtridutions from other funds to the rste fund,
aud vioe versa, vhereas the sudhority to do this is takem for
grented in other provinces and & qusction such 85 the ¥peoi-
fic snthority to purchase consumable stores is dettexr demlt
with in financisl reguletions rether than the Provincial lews.

411 that tne provinoes used to ensure in this sphewe of
direct comtrcl is that excess expenditure mast be zestricted
by the Council and if the Counsil cspnet restriot 1%, 1% skt
tuke »ieps to see that any rcmltant deficit is aet by in-
eremses in income (i.e. by tariff or rate inorescss). %he
deficit st the emd of the financlal year ie the importsnt
factor, and contyol over this aspect is Iar moxe impoxtent
than imporing limitations on estimeted deflolts at the
og.aning of the year. Direct finaneisl comirxol over those
local suthoritiss which fall o iake steps to reduds ScomE-
lsted Gefioits £s clearly necessary, sdd it has Dsen Becestary
in the past for the Administrators to foros local autherition

to takes these umpopular steps.

MMM‘KM
The Fatal, Tiansveal and (range Free State ord’unances
centain & gemeral authority for expenditure on warks suiho~
rised ia tho ordinances. In the Cape Provinee spenific

asuthority is givem to imour expenditure on & conpcohensive
p

118% of specifZied works, and o general 1imitasion iz pleced

on the total expenditurs on such worked.

Stete this geueral suthority i 1imited to iw :: exoeeding

R400, beyond which s report ¥ 5% be eubnltted by Pinsace

Committee to the Council.

1t is mecessary for the Fr - ipces to give this pu:;&“
powsr to spend. VWhere powers are civen to local n::hauci.“”
Yo &0 certain things iu temms of the ordinance 1%
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necessary to glve general authority to inour . ressonable
cost in the exercise of such powers.

The zemeral pawers given under these sectivns ere oftem
the subject of dlapute belween town tressurors and awd. tors
regarding the gqueation vhether certain types of expendfture
fal3 withim %~ &&bit of these powers, or whether the expen-
diture iz m.ascnably incidentel $o the exercise of its powers.
For instence en opinion was given Ly the Provincial lew advisers
that the presentaiion of an illuminated ealdress tc an official
for distinguished service was met an imcidemtal pover.(l)

Pinsncial control is this instance is incidental to 2
sathority given in other sections of the ordinsnces. In addi~
tion to ap express power to establish s park, for exsmple,
mm;am@lidmmtmmwﬂqm
gary may be incurred on such paxk.

It will be noted ihat in the next section the question
of specific authority for apecific types of expesditure is
dealt with. But if local suthorities were reguired to odéain
specific mathority for evexy 1tem of expemditure incurved,
the 1ist would be large and cumberscme. he principle of
tmplied powers indlosted in this section is tharefore moXe
in the pature of general indirect control owor expenditure,
not specifiocally dealt with elsevhere in the ordinences.

There is direct fimancisl ecnirel ovex cer+-4n categories of
spec’.fic expemditure which Jooal wuthorities Ley imewr. of
major importsnce are the gronts and losns wirtioh may be made
by local suthorities to cartain institutions snd [ g
tions. A referemcs to the schedule in smmexure 5 will imdd-

have developed. There 1o general unifoamity in the four
Provinces regarding the saking of grsats to canriteldle, weli-
glous, eduoational and oul tural organisations. Az sgasuat
this, there is & lmck of uniformity regsrding cextiin powers
which axe granted in one province and pot in epother. The
aiffarences in this cenmeotion are consideruble, and becsuse
the principles of sipsnciel comtrol &re not effected, Do SRy~
lywis of these d1ffeyences will be nade. 4a sn exsmple [ 4
these aifferences it can be mendioned that the granting of
igcomotion allowanoces to officiale i8 covered in some pro-
vinces in the ordinuuces put not in others; to present &

(1) See Opivion Nn. 59 of 1350 {potchefstroon Municipali’y).
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medallion to & retiring mayer 17 legel in one 1nce, Wt

not in others; total expenditure on gramts ia limited tn

some provimosz but not in o

for expenditure on publie mimm;slww
s but

this is omly sn ingidentsl power in others.

¥hen the powers conteined in this section wews originally
gesnted to local authorities, the powers tc make grasts and
losns wee limited to & few recognised institutions tut with
the development of locel govermwent there has srisen the aeel
continuelly to extend these cutegories of sxpemdlwre. This
extension bas taken place ususlly by & more sddition to the
existing povers without any sttaxpt at cnherent listing.

A great 22al of timoe has been spant in odiaining emtho-
rities and in getting legal cpinisns in order to avoid 4is
sllowances by provincial auditow under this section. Frovim-
cial avditors observe the ultrs virua rule strictly, snd 4is-
allow any sxpenditure for which there is mo positive legal
power.

Prtarnal financial coptrol by the Provinces in thisx 2w
gard is very direct. Tnere is & positive restriction o3 e
types of axpenditure a iocal suthority wauy imour, partioaiarly
witr vegard %o gromts apd loans to certain institutione. To-
fortunately the extsrmal fissncisl control uvader this hending
has been copducted hapbamcedly, and where provincisl smiitors
bave dissllowed sxpenditure under this hesding the lav s
mlymauamwuuumm;mormm
rities instoad ofumamm”wmawm
mammzmewummua.

Provinecial mmlmmﬂm«mﬂuﬁm
%o institutions is necessaTy, dut in scoepting this prineijle
eriticism mthmdco!tﬁlmmwﬁcw
in legislating for this comtrol. Refersnce to the schelule
in aymexure B will make this point clesr. One is foresd to
wuﬁarvhymrmproﬂwwmtaonN
sreparstion of s wnlform iist of inotitutinns and othex spe~
cific suthorities under ihis eectior of the ordinanoe.
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" - CHAPTER 11.
SOFTIOL BY THY FROVINCES o —

The Provinces exercise comtrol over the c&pxh; finarce
of lvcal suthorities by coutrelling the powers to borrow
both short-term and long-term. The law also inpopes nlu;
obligations on locsl suthoritles regarding the sesurity
for loans, the imvestment of rinking funde and the depre-
eciation and renevwal ol asseta.

1. Shor o o

09 _MORRE and Bank JITAraLt.

In Transvaal the positicn . 1s more reetriotive than in
other provinces, because the Administrator sust determine the
terms and ocondlitione of benk sverdrafts and short period
1sans, apd only the larger local suthovities may relse rhort
term loans. Furthermore, he restricts his authority sozmally
to the period of one year, and application has to be oa » au~
melly. In the Cape, Natel and Orange Pree State, couneils
are free to obtain bank overdrafis or shoot--term losns witl~-
out the Administrator‘'s sauction, Wt the total amount is
subject to the gemeral limite laid dowa in the ordisamses.
Other minor resirictions are alsc incorporated in the (xamgs
Free State and Cupe ordinamces (for detsils see Ampewurc B).
In the Cope Province the aggregate of loans i yontvicted to
ntotal income® wheress in the Orsnge Fres Siats 1% is oaw-
rowed to "revenue from ratea” and in katal to “bozcugh fumd
income®. In Trsnsveal the Administrator sels ihe linit esch
time in zranting kis appreval. In view of the wide powers
whieh the Administrator posecsses to “ake uteps wbere tas
financisl position of & lecal sutboriiy deterioratos, 1t i
questionable whethex restructions ca the mechanicr of shert
period locan finance are Teally DECELBArY.

¢ mtrel over short-term borrowing ie & olour oase of
direr . .nemeial control hy the Froviwoe: cver Lhe amoante
which local authorities may refse. The provisions ox the
Orarge Free State and Notal ordinances are clear and slwple
and from the point of view of the 1rw, rets incowe is & mers
definite ylrdstick than tital imcoma. the pethod of exbarnsl
financial scutrol adopted by the pransvaal with regard to
short period losns and bank overdra.ts is not astisfactorily
because & connidersble amount of additiomal and unNNecessary
administrative work has to be performed at losal sathority
level and provincial level every yesr in obtatiing and great-
ing loan authorities. The srencvesl Hunlcipal Asscoiation
has recently recommended Yo the pirector of Loeal mmf
that & gensyai 1Li-.t om she limes of the Tape Frovince be 1%

troduced in the Trensvaal.
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In a1 Provinoes there is a relaxation of formalities
where 8 councll dealres tc remew s lomm. In the Cape Pro-
vince 8 council asy convert from u higher to & lower rote
of interest, and “only lighten its oblightions wut pot

S in-
crosse them. unm,mmmmm.
state only “*he awmount and oﬁ?e

period/restricted, and in Natal
the law goes further and stater thut the Adninistrator wy
se*horise 4 rete of intareat higher thau that stipwlaied in
the specisl law.

2. Jopg-texm borrowing.

Provineial control over long-term borrowing ly lusal
suthorities is strong, and before the Provincas will comsi-
der mpplications for bormowing powerc certaimly prelininary
stene have to be taker in ‘wrmc of the lsw.

In Matal a specisl ordinance has t0 be promuigatsd and
before suok ordi in intenéd d inte the Frovineial
Council prelizipevy steps such as sdvertising, propsvation
of a treasursr's rveport, sud sulmisaion of certificstes Wy
the town clerk have tc be taken.

In the Crange Free State notice of the coamcil'’s inten-
tion to ruise @ losn musi be g'vem im the Gasette apd the
Prees, together with sny objecticns and representations sud-
aittad to the Aduinfstrator with the Coumoil's resclwnion to
raige ihe loan. The Administrator way on receipt of the doow-
mente require the counuil o sulmit the resolutiun %o & et~
ing of owners of rateablc propezty.

In the Cape Province the Council must give notive o” its
inteution to raise & loan in the Gasette and in the Fpevs.

hmm,mpwlmwinmmim
the ocounci) passses - vesclutios fc bexrow. It ir of intexest
to mote thoi the Director of Looal Government Yequires & oopy
of the Town Treasurer's report on borrod 2 which was
considered at the speciel coumcil meeting. The preparetion
and submission of the treusurer's repcrt are therefore 2e0ss-

sary prelimiparies. )
™  main purpose of ccntrol here 15 to ensure Shat sem~

bers of the public sre sware that a Jocal suthority intends

to bowrow mopney. Previously, mestings of registered cwaers

bad to approve sny applicstion to borrow in tae Cagr Provimoe

and Orenge Free State. These provicions vere abandoned beeauss

{1} Munieipal Law ~ Dinges srd van Winsen. secund RBaition.

Puge 170.
(2) ﬁ' Cireular Wo. TALG 7/1 - 19€3B.

L
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of public apathy snd severe oriticiem of the meture of thess
meetings. At one meeting in Capetown called to 8 &
R12,000,000 loan only two ratepayers attended.(l’As ancther
meeting, the town olerk had to ecall ir tmxi drivers o ob-
tain a quorum, and at another a miittemt group of ratepayers
turnad down the entirc loam progremme becsuse the streetz in
their wards were full of pothelm.(z) In the Orsnge Prec
ctate the Adminietraetor still has the power to reler a loan
proposal beck to 8 meeting of ceners, but this is a safe-
guard and not & prsliminery regquiremant.

The nature of control in respsct of the prelimsnaxiss to
bocrowing powers is an interesting form :f control, for the
Provinces coumpel local suihorities to Arew the sttemtiom of
the public to the fact that the borrowiag of aomey iz cop~
templatad. In this way, a democrmtic right is extended tu
any individual to object. This iz wise and necessary whem
s local suthority comtemplates clraing & rosd near a xate-
payers house, or a park, but it is seldom that s ratepsysr
* in 8 position to lodge & sound chjection egainpt the

tng of loans for municipal purpcses wiilout s grest
8u. .f sttdy of the oversll finameisl positfom of his loesl
suthority. The raising of loans snd the ammus) impset of
loen charges is but one sspect of municipal finsxce. Rxtezsal
conmtrol over local debts is desirsble for the protection of
future retepayers, but it iz better carried sut Ny tae Ad~
uinistrator in sccordsuce with proven forsula, without suy
recourse to cutside sgemcies which are unlikely to pass
sound judgnent on sny loan p oposal without expert advice.

¥hen the preliminarir - .sscribed above huve besn oo~
piled with the counoil w = .askn application.

Finereilsl control I he Administrator over the power
of lueal authorities to dorrow is direct. In &1l the provin-
ces the Admimistretor wuat suthorice 1. mrowing by looal suthe-
rities Lut there is o coneidersile variety 1n the wethod
sdopted in esch province. in Fetal & conawil BRy BoTIow Boney
oaly under anthorlty of & special cxdinause (the Aduinteivetox
2ay suthorice borrowirg for spscified works up o an amount
and period as set out im he oriimance). In the Cupe, Orange
Fres Stute and Transveal s specisl counsil resolution -t e
Jarmintotrstor's consent is reguired before borruwing way teke
place. Omly in the Cape is ihers & statutory 1imit to long

6th of totsd
term borrow. for unremun. J:t;rk. nu:luy 1/ a“. W

) R.S. 5'4:1!:-' T (gflifg‘.‘» Conference Proceedings 1952; Pwu..im
(2) *hmiformity im Provinoial Legislation in regard
patters" by J.¥. Cowden (1.M. 7.2, Conferencs Proceedings
1957. Pags 231).
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reteadle value.

Vith regard to the actusl raising of loams, local su-
thorities are free to megotiste private lomns or issus stock.

nly in Transvaal and Natal are there detsiled requlve—
ments to de followed regarding the issue of stock. In Prens-
vanl the provisioms of the Johannesburg Municipal Borrvowing
Fowers Ordinsnce 1507 apply vhen losns sre raised by wey of
stock issuss and the provisions are comprebensive. The pro-
vioions are similar to the standard Stock Regulstions appli-
cabls to local suthorities in the United Kingdom. In Fstal
there are certain proviszions in the LocAl Govervmemt Ondi~
napoe deteiling certain requirenents, tut those are not us
doalled sz the Transvaal provisica.

Only the smjor local anthorities in South Africa yaine
heiy loans by way of stock issues. Zae smounts noosslly
required by the amaller authorities do not varrsat the as-
yense of stook issuss. These latter suthorities wsually ob-
tain tieir loan requirements from pension fund s, inswxence
cowpanies, other imstitutioms snd other loocal suthoritien.
the detailed control over stcak Sssuee in Tramsvesl is mot
necessary form of control, sand does mot afford gresiear sess~
rity than exists elsswhere in law, Ia other Provinmces ihis
eubject is covered by firmncial regulsations or oriinaxy so-
sounting routine.

nmnnmuumammlmﬂw
Free State, provisions in the ordinsnces whersby the concest
of a meeting ofmngukmdmatmmuﬁu
snpicipalities had to ve obtainsd defore spplicaticn fux e
Anintatrator's cunsent could be mads. Mhese provisions bave
now been eliminated.

Vith xegsad to the speciul borroving povers oridinances
required in Fatal, the system is claimed to provide a ohsek
mmanmm'o-mmw””m"m‘ S
s select coamittee. mmemrmmmmum E ;
muummmmw-wuumumzmv
ummo:umuuwwmw'f*
lect commitiees changes. 1) Although 4 ratepaysr has he
democrutic right to sppesr velcre 8 select oramittee 1% 18
doustful whether he could bring better judgsest to hear on
the wisdom of rsising a losn than the soun Ullore whe jarti-
cipated in the original souneil gecision, having st thalr
dieposal the visws of experts om .uis matier. rFrevious
vincial Audit® (Lg;:;h' Gonfurence Fro-

* Pro’
W mm‘)}o vy Powell Horgan. 126},
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experisnce with regard to seetin,s of ratepayers in thu Cape
Province and Oreage Fvee State showed that there was seldom
s well-informed discusvion &t the retepsyers® meetings sal-
led i sanstion sn application for borrowing pewerr,

Tue dirent control by the Administrator over the raising
of loans by loasl suthorities has been a festure of looal
government in Socuth “irics almost since 1tz inception, and
this particular control is regarded as necessary where alectel
representatives of the people comtrol the affairs of Jacal
suthoritior for & limited period only. There exists a temp~
tatiox on une part of councillora to raise large losms, for
this will create immedliate assets which the electors decire
aad the Tinmancial comsequences of loan finance can be von-
sidered by their successors in cffice. In most countries
of the world limits siv ismposed by higher suthoritiss om
loeal borrowing.

There must be external control over tho power of losal
authorities to raise loans and 1t s for the Administontor,
in imposing this form of extermal control, to apply propes
tosts in tho interest of ratepayers.(?) The fimsmeiss ad~
vieers to the Administrator can also spply stapdard tests
as the net loan debt per head of population, or ths ratic
of net loan debi rateadle veluation or the perceatags ammual
iniresce of net loan dedt over the ast ten ysaxs or he
retio of resunerative to unremunexative debt, togethex with
o'her indicators such as the volume of resarves, reting
potential, retio of current assets to ouypent 1iadilities
and s0 on.

Dr. 1.Q. Holmes has stated that “the most inporint
agpect of the loan policy of looal suthorities is whether
they are spending at too Cast a rste, Baving Tegasi to the
ability to fuce up to the consequent cost invelved in She
fors of losa charges.”

See surv Intexrnational Umion of Loosl Awthorities
) Q::rtorl;y.rg{\zul. Autumn 1960. Vol. XIX !o. 5 aiese
"Tooal Governsent Finsuce in South Africa® Wy . I.Qe

Holmos. Fagss 143/4.
wher Provincisl Auwditor of Futal
(2) Mr. Powell VoTgsn JI?;’ L et r” - s

Tres

#l;tt;u“{ ?u::ulfa::ﬁo and (o) the

i cost is

: s and maintensnce tare.
(3) ::ln: m“ ”::‘”w%f"wc in S.A." (I.M.2.A. Confe-

rence FProceedings 19%0. Page 1%3)
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In 1930 Councillor A.L. Bexman made the remark that the
turden of municipal loan debt is exsggerated and that it is
no%t dedt at all but oepitel. It is the working capital of
the undertakiug and one doe: not refer to the Stomdard 01)
Company 8s having & debt of 5o many hundreds of militess.(}?
fhis view 1s unscceptaile in the field of publioc finmmes fox
41t is necessary to subject the dected represemtatives af the
pecple to some form of comtrol im so far &s the borrowisg
of moiey is concerned. The sanction of the Administretor
to the ralsing of loans is considersd to bde a satisfasstory
form of contrul and as long ss the Administretors in the
four provinces srnoti u borrowing powers with expedition
and wiih due regard to the requirements of loosl swilari~
ttes, thiz form of direct financial cobtrul is im e i~
topast of ratspayers.

3. Yhe Redemptlon of LoSnS.
Local authorities in al)l four provinces are compslled
to make sdegquate provisicn for the redesption of losms. The
ordinances require, in varying ways, that siaking Sfwmds b

State and Cape Province laws.
mmmmm;mm:wtmzumm
tioaot}.omunmmemmmo. In e Orenge
mosuumwpnodorso;m-umlmnum
mmwummum&w. hese are
lmm.mnmmmumwmmm
ummmumazmlmeumw
the Administrator or by & epecial lav.
mmm‘ldsmrmw.ﬂuwa
the ordinances relating to the redemption of W 4o mot
apply where local sutboriiiss opesets oonsolidated loans
Mo.ummw&:ituutwhuﬂl»w
dengtion funds for specilic losns. 1Loans are pocied fn &
comsnlidated fund and the lowi auth rity concexmed SMEE

(1) "Mundeipal Buis rize® by Al Poxrmmn (I.K.7.A. Conference
Froc 1y o
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rs0 sdminister the ospital mon of the -

”mm'“tk"‘“mmhoumn!lw-m
or oth;r security become entitled to clatm redeaption
thereof, moneys sufficient for redenp
sble for the puypose.* sk tion are sved)-
"he statutory obligation to provide for the redeup-
tior of loans iz s direct and necesaary form of comtrel
exercised by the Frovisces. Clearly,thc ordinamces omn
indicate only the main lines of contrel; the most impor-
tant form of comtrol rests with the Admintstyator, who
deterxines the terms uider which losns may be raised.
Contrel over loam periods is all-important,for it wowld
otherwise be & simple mutter for councils to m-cigage the
future by raising loans Jor longer period- tham the liwes
of the assets jus:ify. Comtrol could best "n exercised VW
stipuisting that the loan period mmst not « eed the 1lifa
of the assset, but this 15 sdministratively mbexsess, for
then a sinking fund would have to be built up for seash of
the numercus loans. Control is usually exervired Wy Po-
qnirinam'tumlucotmnwnhuﬁ.ﬁo
wicd of the loan, & sepsrate rensvals fund must be built
up to renew the assel, in addition to the normal 1loem 2e-
demption fund.(?) There 1s sn additiopal form of comtwxel
over loar redempti~m, and is dealt with later under Provin-
edal Audit beceuse in certaln pxovinees the suditoer 1o
specifically directed to report on the sdegquacy of redesp-
tion funda. The problem is best overcotis, hovevexr, vhen
a consolidated loans fund iz im opsration, fox lomm: 2%
reised at & time most mm.utuwm-u
pooled; thereafter advances sre made to municipal depars-
nents Iormiodsuﬂidwmumoti’&m
sssets. provineial contrel over ‘he rypayment of leans in
this oase is exercised thnxnugh the Frovincisl Auditor who
must ?ogdmt 2 particular audit of the comsolidated lownn

fana. (3

Ocntro o:‘ loal sutharities with regmd to the
of
(4} Municipul Consolidatod Loans Fund ordinsnce No. $
1952 (ﬁuvul) Section 8.




repayment of loam: ¢ iear wad direc’, and lenders are
granted consllexe ‘.v'mantummmttmum
default, 7 15 i in line with the stromg provisions im
:::::fx,lsct, of Parliament regarding the security for
mnmmlmozw.wtomm,mﬁ;
wwwlm:uminnhfo:mmotw
vest, tnthrmoofntulmtommﬁuwm&pd.
the court MAY osuse & sale of zuniciptl lsnds %o de made.
Iz Transveal lo&ns are secured on the vhole of the land,
rents, property ard evemue of the Counail. 4 co =t may

-Ser & rate "sd, aad in addition it may oxrder the
e of amy whick the losn is Jecured. In the
ge fres taistrator mey appoint & persoral
] < :t te the f ssncis) position of &
Lo et * dure e . satisfied that 3 Lowesil canmot
LY X Thie p+ . .1 represeniative iz gived vower,
wit ss7el of the t. mnistrator, to impose » speoisl
ol « why collect . roceeis snd pay the debte.
i cape Provimoe i - s0ific mention is made of

aemaily Loe loams. The v .. o3 of the Public Sodies
Diiis bt 1BEY are applisd v -1l deblts dus U&M
author: ©y, and *a loan is ale vucured by the Prvasies of
¥ eonn-i) yaising sush .oan.tt?’

11 1seal suthoritics are given power to DGETOW BORNY 5
i 1s & logical oonsrjuiawe that lenders should e gremied
security for their louwk., ®wwd e adirect finsnaial oomtwol
in this sphere 18 wilerrd naiably f2s-resching. Pineacial
comtred is complete iner & court % @ £izAnciAl Tepresen-
thtive fs empaoured to impose & gyocial rate in the evat
of fallure 'y & tucal authority 3 ueei ite dedts. e
strong control imposed by the pro”im es over the repaynent
of losns is maturally nec-asary fo: jublie eccoustadllity
enu rae the mdvantage thel looal gove masnt securiiiss are
olas: {fied vith gllt-edged stocks wi% comsequint lower

deb’: servicing costs.

(1) Pudlic Hesltn Act 1919 (See L
Aot 14926 (Seotion 13;; zmi‘ﬁu‘otf*luﬁ
¥ativee (Urben Aveas) Cumso tica Ae
16(2) (6).

(?) Dinges swA van Winsen sphnloipal I * Secopd Bditisn
Page 170.

r local Lochs
tien 1101} “Qs« 16):
945 (Section

r




WNJHW

N

—

~ 117 -

. The Inv .

ohe incstitutioms ard tyves of secounris 15 Whioh Yoosd
m&admawmﬂm_wmn . wals el trast
w are clearly stated ir the ordinan of all four
Jsrovinves, and are -ummexrised in Amnexare B. There fs
rooa for comailavebls improvement in these sectioms of
the ordinences, particulerly in Pransvaal vhere tha pro-
visione of the old Johunnesbury Hunicipality Sorrowing
Powers Ordimsnce 1305 as originally drafted still apply, ~
with the exseption of two amendwents in 1940. e ordi~
nanos still refers to the Prustse Seourities of Fagiand,
& coxporaticns within the Beitish Empire. Siatlawly
‘n Batel, Iinvestments may be meie in the Treacuzy BM1las
of governments which cowply with the *Colonial Stocke Act*.
There is considerahle lack of uniformity, for the
Orange Free State goes agaiust trhe geneval trund of fnvest.
ment in govermment und mutdcipsl securities, smd pemits
investnents in first mortgage bonds, Furthemsorr, Tyens-
vsal has entirely separste provision: for redewpiion fumd
investmente and repewals fund investmerts, {See innexuts B).
The investzent of rudemption funds is limited riwiuily %o
government r-d muaicipai stocks amd trustes securitlies, Wt
mplume'ﬁqumwmmuﬁ
securities approved for redemption funds, but 1a s wider
type of security {Sec innexure B). In this sommsction it
should be observed that ome of the proviaioms incluies im-
vestmants in institutions spproved bty the Administrator,
ars ke has approved & 1ist nf banks, building socistiss
snd other institutions,(l) in whlch looal suthorities ma
invast not omly surplue mewals fund monies, bui also s~
pluses on other fmﬂa.(z) In other Provinces thede &¢ ope-~
eific provisions in the or<inences for investments in benks
and bullding societles.
Famtmlwmymmaommmuw“
funds by loeal cuthorities la one of the clearest fosws of
direct fimometel comtrol, for it precludes the investwent
of fupds by local suthorities in other than the approved
*yren of security. op the other hend, this methrd of coD~
4rel mevely limite loocal suthoritics in their fields of
. 28 S - ¢, 1966,
f1) ote-atar devter do. 17 of 136 W la 7o) oF tie tesed
Goverment Ordimamce 9391, 90‘3”3;::‘ % ord Insaoe
tiom ; of the mzcimge?gﬁ o A0, toa Foonalpe

and Town Planning inanocs
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inves ment; 1t does mot guarsntee th: satety of the funds
savested. mmwms“t.m‘ ts nay be

made in amy building s.clety reglotave under the Building
Societles Act, and sven though this sot comtains Ny shle-
goards, the omis is still on the losal authorities to satic~
1y themselves on the financiel soundness of amy Lustitation
in vhich funds are invested. In the Tranoveal tHr ad a
trator's 1lict of epproved institutiors limits t.o f10lé of
investment, but the looal asuthorities nuat themsalves en-
sure the safety of the capital investzepts, and where publiec
funds &re comcernsd this desideratun transosnis in importsues
the rats of lntevest received. Certsix institutions approved
by the Provinces in the past have proved risky fislds foxr the
investmant £ public monies.

Thare {: thus direct comtyc’ over the fiald of invest-
went, ant L te 8 Tyrue of comtur.  rich ls secessary. There
might othexr«ise L a dange~ that s¢lected repressntatives
might commit public moneys to verious venlures rogardless
of the safsty of capital. iany legislative comtwel fllur~
trated in the cohadule in clearly in need of 1 visiom:
scme of the laws are vexy oid and shenld be refurbished in
tue 1igbt of modern reguirements. For fnstance, the Trustes
I{avestment Act 1961 of Great Rritain permits tus iuvestmmnt
by local autharities in e wider range of ssouritiss L.e.
squities. It slsc permits the eatablishment of Losal Auntho-
rity Investiment Trusts. This is a departure from the tre-
ditional mehod of sontrol which zestricts tc & limited
?401d the securities im which funds may bs invested.

In Gritein, vhere investments in the ‘nerrovert Tunge
of seourities ia contemplated there is 1ittle contxol, for
thei.: are montly gilt-edgrd. wWhere, however, investment in
thetviler range' ls contemplated advice mast be obtained.
Fropur sdvice is “the sdvice s & person who is ressonably
believed by the trustee to be qualified iy his ability in
and practice’ experience of firancisl matters; and such
advice mey be given by » parsdd notwithetanding that he
given 1% in ibe course of niz employment 2s an effioer O
servant®® Advice can thug be given by the Town Tressursr,
or by ¢ stocik-broker, or ty en inveatment advisory pevel
and this is sn mg,ﬂgtufg‘)lsvelom% in the method of
contrel over investments.
€1§ sestlon €{4) Trustees Investment Aot 1561 (0reat Pritain)

3y Per & concise accoun? of this legislation oee *Hegorsnduvm
Prus

Investaeate Ast 19617 o the
el a !m:s'mrm and Accountants ia the

on the
Institute of Mupicd
tmited Einglom (1961).
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The Trensvaal

for depreciztion. : m;,“f“"""““” provisions

%K. hae framed & compre-
peasive pet of regulations amd these are sppiied to il
1neal suthoritiss who de not freme th ir own regalatioms.(})
Pretoria snd Johammesburg have fraied their owm rognistions,
but other ‘scal suthoritice apply the standexd Pegulations 3
wvhich contaln detalled directives regarding the sstailishment
of yenewals fundew,

The Natal ordinance has certain detalils writsen into the
ordinance regaxrding the establisiment of repewals fumds, how
bolances in the fund are to be dealt with, and the keeping of
adequate assets registers.

The Orsoge Pros State ordinunce contains soncies injumge
tions to establish renewals funda, to invest Lalamses as for
sinking funds {See Sectiorn 84 szmmarised in Annexure B) and
to keep assets rvegleters.

In the Cape, the ordinsnce conteins only provision fox
a "repairs fund" to provide for the repsir of assets tut there
appmsmummcuicpmtomwm“
to Sreplace' asuetz, The audit vegulations, hewever, stipiate
that provision must be sade for deterioration of ssaghs B
quired from revemnns “unds,

The type of contiel evident under this section covers
two main mspects, namely, the compulsoxy setting up of & fund
wmmwnvmamuunmmmmm
which 1t w»us finmnced, and the compulsory ostaklishesnt of
an asae’ register to record the asse®s of the Council.

Thae legislative reguirement that assets registers must
be kept is sound emough, ntwm-mmum
establishment of renswals funds in the four provinces are
for from satisfactory. Thay could be regarded as 8 Yough
it satisfsctorr guide to an sudlitor who bas to certify that
adequate provisions fos renevwing assets hao bean nads, ‘mt
are of 1ittle wse as an instrument for botter finanoisl WBege-
ment. In the terminclogy of ths ordinances, deprocistion snd
renewals are used without an understanding of the differsnce
botvosn the two.l?) Dr. I.Q. Holmes also comsiders shat the
statatory provisions relating to deprecistion are

pdministrator's Notice No. 506, 25th ., 1977, smd Sec~
(1) tion 55%) of the Looal W'w by S.0, ézé.“l (8.h.

and Revewsls
) m&:ﬁ: 19%5 - page 147) for & oritical

%,
(3) ?éoﬁi ’“gﬁ%e Pinsnce im South Africs. Pags 173,
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Then agoin, redosption of lons and renewval of assets
mwmmmmm,mmwmh
linked. When & Consolidated Lovas Pumd is in operation,
thesy sspects are combined, fur losn wiver 48 or ssaets
are made to coincide with thvi 11fe of the asset.'l) Nome
of the ordinances have amy pvovislor for extracrdinarvy
deyreciation or obsolescence. Profescer K.¥. hymd does
pot consider theso nteuuty.(?“) HBowever, in 1349 the

I.M.T.A, S.h. {Inc.) made representations for lovel an-
thorities to e zivem the powor to oreaty reserves ror
unsaticipated ée;woeiat.tan.(s The atvent of muolesr power
generaiion and repld changee in the field of electremlcs,
particularly computers, may well render the cosation of
cbzolescence reserv:s (imamcially desirable.

Thooe comments lend further force to the view ihat the
iegislative financisl contrel cem rapldly becoms out of date
in the 11t of recent accounting and economic concepte of
depreciation. Much good coulé come from the composdtiom
of & modern, unifers set of deprecistion regulations which
eoald be applied in ail four provinces.

in the field ermnwwmmmrwmmn
rates. The only onther spheres of tazation worthy of mofts are
certain licence fees cn tvades and vccupations, and e iD-
direct taration involved in the profits msde o rending o0~
terprises.

Provineisl leglslation oomtrols boti (a) the determine-
tion of the tax base through control over valuntions, sad
(b) tue imposition of the tax itself through control over
the levying and collection of rates. The legislatica i sum-
narised in Ampexure B and copmentaxry on the various sectionse
follows below.

(1) See velative shapters ln "Bo ing and Ascounts® Wy
gm:: and Pegler and "municipal goamnina and Acconats™

HBenry Erown.
(2) grmiplus and Practice or Punifpal Trading® (I.M.T.d.

edings 1J4
55; %ﬂumpgg(j;mms mc G:aoloa!g%&ﬂa Mt“(m&?)
4 1956 the net imcome from licens
frem £its 15.53‘ of net Rate M Incope
(Bow?miw survey of 51 looal 1oeal Autborities)
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1. The Mak of Valuations end the
AR,

In a1l four irevinces local authorities are given
the pover to levy rates, based on the vulue of fixed pro-
perty, aad it foilows that close contrel should be exes-
cised over the methcds of valning property. Towards thie
and, every Proviace gives a very clear imjuncticn to loeal
authnrities to prepare propor valmation rolle in whish the
valver of properties are reccrded. The veluation rol) §4-
aself is dealt with in the Zollowing section; the present
seotion deals with the genersl principles of waking valud-
tions and nprointing valiuers.

There i a di,iinet differvnoe in the meihod »f making
valuations in the Ur ve Provinee compy ®ed with otber FProvinoes.
fhe Cape Province through a Direotor of Valuations csxxies
out the entire fumction of valuation for 1 wal suthorisies
whereas in the other provinces mmicipslities arze free to
appoint thelr own valuers. Theye are also fmportant a1 8-
forences regarding the regulavity of valustions. In Hatel
and the Orenge Free State a valuitizn sust de mede of al)
immovable properties at least omce during & cyols of five
yours, Thisz ie also the csse in Transveal except that the
Reef municipalities and Pretoris must csuse & wmluation il
%o be prepared nol less than once in every three yearxs. IR
the Cape FPycvince is is 1aid down that s gensral walustiom
shall be made im every _ocal suthority if the Administrator
8o directs, but 1t smot be doue at least concs in evexy fen

Jyoare

The Cape principle that the valuing suthority should
mthmummrltymw“cnmtd
the 1512 Valuation Commincion. Reference showld be made

%o & paper prepared in 1948 entitled "The Valustion of
Property for Rating Purposes® in which the ineredibly long
delays experianced in carrying out valuations in the Caps
rovince were detailed.(l) At that time there vas no com~
puleion to conduct & veluation at lesst cnoe every 10 yoaks,
and the long delays, caused by the fact that the Dirmotor
of Valustions in Capetown had to carry out all valmstions
in the Province, and the faot that he was unsble to cops
with the work, ceused grave preblems to

} nev reguirvesent that vuluations must be
once in eveyy ten years is & considersble improvenant, how-

ever, tut not as psatlisfactory as the shorter periods vhi;h
operate in other privinces. In 1948 the Administrator ©

- Jo¥e

fon £ property for Bs ?nrgouaw.

W ‘M??f .!.:. Gmgm Pxoownsﬂ 948. rar. 195
to 20%.)
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