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MUNICIPALITY MP301 (Badplaas, Elukwatini, Ekulindeni.)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP301 is a large, rural area including both commercial and traditional rural areas, and
a number of small towns, such as Carolina, Badplaas, Lochiel and Eerstehoek.

Population

This area has a sizeable population of 182 348 people or 35 476 households. There are
72 057 registered voters in MP301.

Population to Municipal Employees/Manager Ratios

There are 58 municipal employees and 15 senior and other managers. The population
numbers per municipal employee in this area is 3 144 and 12 155 per manager. This is
largely a reflection of the inclusion of significant former homeland populations adjacent
to the Swaziland border on the one hand, and the small size of Carolina on the other.

Institutional and Technical Capacity

Senior managers in MP301 have an average of 13,1 years experience and 30% are
professionally registered, although none is a previously disadvantaged individual.

Within MP301 four local authorities indicate that they have adequate office furniture
and accommodation whereas only three indicated adequate equipment to undertake
their responsibilities.

The Category B municipality MP301 has ten municipal managers with an average of
10,30 years experience. Four of these municipal managers are registered with an
appropriate professional institution, two are over 55 years of age, there are no female
managers and no previously disadvantaged managers.

Functions

In MP301, municipalities currently perform nine Schedule 4 functions and 20 Schedule
5 functions, although most of the latter are performed by one of the local authorities.
The DC performs four functions. Only one of the local councils in MP301 supplies
electricity, water and sanitation and have adequate capacity to do so. Local authorities
therefore currently perform limited functions.



FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area currently has a registered director of finance with 16 years’ experience. In
addition, one middle manager and five support staff, spread across the current
municipalities, run the finance department. There are no vacant positions and,
consequently, the present staff complement should cope.

Assessment of revenue

Total income |Rates general Rates income [Trading services [Economic services
per capita income per capitalper capita income per capitalincome per capita
R120 R74 R31 R32 R14

MP301 comprises the area of Badplaas, Elukwatini, Empuluzi, and Ekulindeni in its
new structure.  Collectively, this municipality, is reliant on grant income, even though
the income grant ratio of about 19,5 per cent is relatively low. In addition, its revenue
from rates is below average for the applicable category. The revenue derived from
electricity and water is acceptable. Total income also appears to be below the category
average, and the revenue base should be carefully monitored.

Income mix as a percentage of total income
Rate and general income 51,9
Electricity income 22,0
Water income 45
Other income 2,1
Grant income 195

Total 100 %

Assessment of efficiency
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Fégﬁzfeﬁ’ of Salaries asa% [Repairs as a% Eﬁ:é(hglse;:r;g';% ”
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850,1% 32,5% 1,8% 51,8%

Expenditure seems to exceed total income excluding grants significantly, reflecting the
reality of relying on grants to fulfil its operations. Salaries are high in relation to the
average for this category of council. Repairs and maintenance comprising 1,8 per cent
of expenditure, is low. Bulk electricity purchases as a measure against recoverables are
below the average and should be addressed to increase the revenue base.



Assessment of liquidity

Netcashto Acc rec to total [Total debt to total[Total debt per
Current ratio currentassets  [revenue revenue capita
1,611 41,0% 41,0% 52,0% R62

The current ratios appear healthy and cash reserves are available. However with a large
amount of money tied up in accounts receivable, the municipality will have to focus on
recovery, as a huge percentage of this would be irrecoverable. Therefore, the need for
on-going financial assistance will be likely. While it may be reliant on grant income,
its liquidity would indicate that it is able to operate effectively in the short term.

This structure has sufficient human resources to cope. Financially, however, the
distribution of funds amongst the various expense categories needs to be carefully
monitored to ensure the council’s revenue is utilised optimally. The electricity
recoverables require attention to increase the income for the municipality. In future,
debt and accounts receivables collections must be a priority.

CONCLUSION

Given the institutional capacity and the modest range of functions, MP301 is regarded
as a Classification 4 Category B municipal area.



MUNICIPALITY MP302 (Ermelo, Silindile)

INSTITUTIONAL ASSESSMENT
Description of the Area

This fairly large area comprises of the following towns in its proposed structure:
Ermelo, Carolina, Chrisiesmeer, Silindile and Davel.

Population

The area has a population of some 106 017 people or 25 012 households. There are 52
784 registered voters in MP302.

Population to Municipal Employees/Manager Ratios

There are 480 municipal employees, 13 senior managers and four other managers. The
population per employee ratio is 221 with a very high population per manager ratio of 6
236.

Institutional and Technical Capacity

Senior managers in MP302 have an average of 10,7 years experience and 30% are
professionally registered. One of these municipal managers is over 55 years of age and
one is a female. Forty per cent of senior managers are previously disadvantaged
individuals.

Within MP302, three local authorities indicate that they have adequate office furniture,
accommodation and equipment to undertake their responsibilities.

Functions
In MP302 the municipalities currently perform 11 Schedule 4 functions and 21
Schedule 5 functions. No data have been supplied on the current functional areas of

activity in respect of Category Cs.

Within MP302 four local authorities supply electricity and water and five provide water
borne sanitation. Most indicate adequate ability to render these services.



FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has an unregistered director of finance, with 23 years’ experience. There are
four support staff in the finance department. No middle management is present. There
are a few vacant positions currently, which should be filled to ensure efficient work
outflow.

Assessment of revenue

Total income [Rates general Rates income |[Trading services [Economic services
per capita income per capita|per capita income per capitalincome per capita
R664 R254 R92 R332 | R78

This municipality, has a moderate income per capita. The income from rates is lower
than the category average. Grant income makes up a small portion of total income and
the municipality does not appear totally reliant on this source.

Income mix as a percentage of total income
Rate and general iIncome 38,2
Electricity income 414
Water income 8,7
Other income 3,6
Grant income 8,1

Total 100 %

Assessment of efficiency
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123,7% 27,71% 9,9% 4.5% 64,4%

Expenditure exceeds total income excluding grants, by 123,7%. On the whole,
expenditure on salaries, although constituting a fair amount of total expenses, is
reasonable in comparison to total expenses. Repairs and maintenance also make up a
small portion of total expenditure. Bulk electricity purchases constitute a large portion
of expenditure and contribute 41,4% towards income, and are therefore efficient.



Assessment of liquidity

Net cash to Acc rec to total |Total debt to total[Total debt
Current ratio current assets revenue revenue per capita
1,29:1 13,0% 40,0% 47 0% R312

All but one of the existing TLCs in MP302 indicates poor liquidity ratios. In addition,
a fair amount of money is tied up in debt as well as receivables.

While the structure has adequate human resources, funds are tied up in debt and there is
an overdraft situation.

CONCLUSION

In terms of budgeted income and local capacity, MP302 is regarded as a Classification
4 Category B municipality.



MUNICIPALITY MP303 (Piet Retief, Kwathandeka)

INSTITUTIONAL ASSESSMENT
Description of the Area

This forestry and commercial farming area has Piet Retief as its main service centre.
Other small towns include Amsterdam and Kwathandeka.

Population

MP303 has a total population of some 98 057 or some 18 428 households. There are 47
987 registered voters in MP303.

Population to Municipal Employees/Manager Ratios

There are currently 262 municipal employees, eight senior managers and four other
managers in the area, resulting in a somewhat unfavourable population per employee
ratio of 374 and population per manager ratio of 4 903.

Institutional and Technical Capacity

The senior managers in MP303 have an average of 13 years experience, and 40% are
professionally registered while previously disadvantaged individuals constitute 30%.
One manager is over 55 years of age and one is a female.

Within MP303 two local authorities indicate that they have adequate office furniture
and equipment whereas all indicate an accommodation constraint.

Functions

In MP303 municipalities currently perform ten Schedule 4 functions and 19 Schedule 5
functions. The DC performs seven functions. It is likely that the Category C
municipalities will need to play a significant functional support role in this area,
particularly in the smaller towns and semi-rural settlements here.



FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This area has one registered director of finance with 13 years’ experience. In addition
there are two middle managers and 14 support staff in the finance department. Senior
management and sufficiently trained support resources are present, thus enabling them
to perform their financial functions. There are two vacant positions.

Assessment of revenue

Total income |Rates general Rates income |Trading services |[Economic services
per capita income per capitajper capita income per capita [income per capita
R393 R108 | R53 R183 R102

MP303 has a revenue base population of 98 057 which is stable with 90% of the
population residing in the Piet Retief town and rural areas. Grant income makes up a
small portion of total income, and the municipality does not seem reliant on this source.
On awverage the income from rates as well as total income seems lower than the
category average.

Income mix as a percentage of total income
Rate and general income 274
Electricity income 30,3
Water income 6,5
Other income 32,8
Grant Income 30

Total 100 %

Assessment of efficiency

5 —
of expenses of expenses P 0
grants sales
91,1% 40,4% 4% 61%

Expenditure does not appear to be sizeable in comparison to income excluding grants.
Repairs and maintenance appear reasonable. Salaries require attention, as it comprises
40,4% of expenditure and is relatively high. The margin of electricity sales appears to
be reasonable.



Assessment of liquidity

Netcashto Acc rec to total [Total debt to total [Total debt per
Current ratio |currentassets [revenue revenue capita
1,03:1 45,0% 37,0% 70,0% R273

Although adequate human resources appear to be available, the structure does not seem
to have the capacity to generate sufficient funds. On amalgamation, this structure would
then be able to operate more effectively in the longer term.

CONCLUSION

Based on the budgeted income and institutional capacity and the range of functions
performed locally, MP303 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY MP304 (Volksrust, Wakkerstroom)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP304 is in southern Mpumalanga and includes the small towns of Siyazenzela,
Zamokuhle, Volksrust, Wakkerstroom, Perdekop and Amersfoort.

Population

This fairly sparsely settled and largely commercial farming area has a total population
of some 70 508 and 14 612 households. There are 32 149 registered voters in MP304.

Population to Municipal Employees/Manager Ratios

There are 304 municipal employees currently in the area, 13 senior managers and 11
other managers, Yyielding a population per employee ratio of 232 and a population per
manager ratio of 2 938 — average in the national context.

Institutional and Technical Capacity

Senior managers in MP304 have an average of eight years experience and 38% are
professionally registered. These figures are low in comparative context. Fifteen per
cent of senior managers are previously disadvantaged individuals. One manager is over
55 years of age and one is a female.

Within MP304 three local authorities indicate that they have adequate office furniture,
four adequate equipment and only one indicates adequate accommodation.

Functions

In MP304 municipalities currently perform 11 Schedule 4 functions and 23 Schedule 5
functions. The DC performs eight functions. Within MP 304 three local authorities
supply electricity and water and four provide water borne sanitation. All indicated
capacity to render these services, although there are some constraints with electricity

supply.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This area has two unregistered directors of finance, with a total of four years’
experience. An additional support staff complement of 12 completes the finance
department’s human resources. There appears to be sufficient adequately trained
resources to enable the municipality to perform its financial functions effectively. Some
vacant positions exist.

Assessment of revenue

Total income |Rates general Rates income (Trading services |[Economic services
per capita income per capitajper capita income per capita [income per capita
R700 R501 | R88 R150 R49

This municipality does not seem overly reliant on grant income. Rates income appears
average, and from the information received, the income from electricity and water is
very low contributing only about 15,9% towards total income.

Income mix as a percentage of total income
Rate and general iIncome 71,6
Electricity income 159
Water income 55
Other income 08
Grant iIncome 6,2

Total 100 %

Assessment of efficiency

Exp as a % of Salaries as a % | Repairs as a % Bulk water Bulk electricity
total inc ex of EXDENSES oFex enses purchases as a Ygpurchases as a % of
grants P P of sales sales
54,0% 40,0% 4.5% 1,9% 64,9%

Total income before grants exceeds total expenses by 54%, indicating that this
municipality is capable of being self-funding. Repairs and maintenance do not appear
unreasonable in comparison with total expenses. However, salaries constitute 40% of
total expenditure.  Bulk water and electricity are efficient at present although they
represent only 21% of revenue.
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Assessment of liquidity

Netcashto Acc rec to total [Total debt to total [Total debt per
Currentratio |currentassets [revenue revenue capita

10911 89,0% 7,0% 7,0% R47

On assessment, this municipality is fairly liquid. Cash reserves are adequate, evident by
the high cash current assets ratio of 89%. Debt levels are only a concern at the TRC
level, which are usually low and should therefore be easily absorbed by the new
municipality.

This structure appears to be fairly liquid and able to generate sufficient self-sustaining
income. With available cash reserves and relatively small amounts of debt, it should be
able to operate effectively with no financial shortcomings for the foreseeable future.
Grant income will, however, be required in the short to medium term.

CONCLUSION

Based on the budgeted income and the existing local government capacity, MP304 is
regarded as a Classification 4 Category B municipality.
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MUNICIPALITY MP305 (Standerton, Morganzon)

INSTITUTIONAL ASSESSMENT

Description of the Area

MP305 is in the southwest Mpumalanga comprising the towns of the Standerton,
Morganzon and Sivukele areas and is largely commercial farming area.

Population

There are some 90 710 persons or 20 609 households in the area. There are 43 533
registered voters in MP305.

Population to Municipal Employees/Manager Ratios

There are 588 municipal employees, ten senior managers and 25 other managers. This
yields a fairly good population per employee number of 154 and a somewnhat less
favourable population per manager number of 2 592.

Institutional and Technical Capacity

Senior managers in MP305 have an average of 6,7 year’s experience and 70% are
professionally registered. No senior managers are previously disadvantaged individuals

and none are female.

Within MP305 one local authority has adequate equipment and furniture, whereas all
indicate office accommodation constraints.

Functions
In MP305, 12 Schedule 4 functions and 21 Schedule 5 functions are performed
currenty by the local authorities. The DC performs two functions. Two local

authorities in MP305 provide water and sanitation services, with adequate capacity,
while only one supplies electricity.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity
The area has one registered director of finance with six years’ experience, and a staff

complement of three middle managers and 29 support staff. Senior and middle
management is in place.
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Assessment of revenue

Total income  [Rates general Rates income ([Trading services |[Economic services
per capita income per capitgper capita income per capitalincome per capita
R969 R281 R121 R579 | R109

The income from rates and total income is slightly lower than the category average.
Trading and economic services income per capita is higher than the category average.
This municipality does not appear reliant on grant income.

Income mix as a percentage of total income
Rate and general income 29,0
Electricity income 47,7
Water income 12,0
Other income 7,0
Grant income 43

Total 100 %

Assessment of efficiency

Exp as a % of Salaries as 2% [Repairs as a% Bulk water Bulk electricity
total inc ex o B XDENSes of epx enses purchases as a % [purchases as a %o of
grants P P of sales sales

97,1% 35,0% 3,9% 2,8% 63,1%

As a percentage of income before grants, expenses appear to consume the entire income
generated by the council. While repairs and maintenance appear reasonable, salaries
comprising 35% of expenses are high. Bulk water and electricity are efficient at present
levels and contribute 60% towards total revenue.

Assessment of liquidity

Net cash to IAcc rec to total [Total debt to total[Total debt per
Currentratio [currentassets |revenue revenue capita
4,01:1 38,0% 42,0% 18,0% R172

MP305 is fairly liquid, as most ratios appear healthy. Attention to the recovery of debts
will be required in order to maintain this trend. Therefore it does not seem that this
municipality will require ongoing additional finance.
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CONCLUSION
The existing local government capacity in MP305 is fair to good in relation to the

quantity of municipal employees.  This together with the budgeted income makes
MP305 a Classification 4 Category B municipality.
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MUNICIPALITY MP306 (Balfour, Siyathemba)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP306 in southwest Mpumalanga is a commercial farming area that includes the towns
of Balfour, Greylingstad, Grootvlei, and Siyathemba.

Population

This area has a population of 39 047 or some 9 468 households. There are 17 552
registered voters in MP306.

Population to Municipal Employees/Manager Ratios

There are 140 municipal employees and 23 managers, Yielding fairly favourable
population per employee of 190 and 2 629 people per manager respectively.

Institutional and Technical Capacity
The senior managers in MP306 have and average of 13.6 years experience and 63% of
them are professionally registered.  Previously disadvantaged individuals constitute

33%. There are no managers over 55 years of age and no female managers.

In MP306 one local authority has adequate office equipment, two have adequate
furniture, and three have adequate accommodation.

Functions

Municipalities in MP306 currently perform nine Schedule 4 functions and 18 Schedule
5 functions. There is no record of DC functions performed here.

Within MP 306, one municipality provides electricity and water borne sanitation
whereas three supply water. Capacity for the provision of sanitation is limited.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has two registered directors of finance with 23 years’ combined experience.
The balance of the human resources comprises two managers and eleven support staff.
While senior management is in place, there is a definite lack of resources, including
trained staff. There are a few vacancies.
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Assessment of revenue

Total income |[Rates general Rates income [Trading services |Economic services
per capita income per capita |per capita income per capitalincome per capita
R427 R155 R34 R182 R89

Grant income makes up a substantial portion of total income at almost 12,7%. This
should, however, be monitored in future. It is concerning that the income from rates is
low at R34. Total income appears lower than the category average, which may be due
to the low recoverables from electricity income.

Income mix as a percentage of total income
Rate and general iIncome 36,4
Electricity income 27,2
Water income 155
Other income 8,2
Grant Income 12,7
Total 100 %

Assessment of efficiency

Exp as a % |Salaries as a|Repairs as a| Bulk water | Bulk electricity
of total inc % of % of |purchases as|purchases as a % of
ex grants | expenses | expenses |a % ofsales sales
127,4% 34,4% 2,5% 0,0% 68,8%

Expenditure exceeds income excluding grants by 127,4% and the municipality is thus
dependent on grants to cover its expenses. Repairs and maintenance appear reasonable
in comparison to total expenses. Bulk electricity sales are extremely efficient in relation
to bulk electricity purchases even though it comprises only 27,2% of total income. Bad
debts at 26% constitute a large portion of expenditure.

Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per

Currentratio [currentassets |revenue revenue capita
2,051 2,0% 114,0% 61,0% R259

This municipality reflects a healthy current ratio. The amount of money tied up in
receivables, and the limited availability of cash reflected by the owverdraft position is
worrying. Attention to the recovery of debts will be required to pre-empt cashflow

problems.
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CONCLUSION

Based on the budgeted income and the fair quantity and quality of municipal staff and
managers, and its capacity to perform non-financial functions together with the range of
functions performed locally, MP306 is considered a Classification 4 Category B
municipal area.
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MUNICIPALITY MP307 (Bethal, Highveld Ridge)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP307 comprises of the areas of Bethal, Highveld Ridge, Leandra, Milan Park and
Mzinoni.

Population

This is a largely urbanised industrial area with a total population of some 209 054 or
nearly 49 558 households. There are 111 734 registered voters in MP307.

Population to Municipal Employees/Manager Ratios

There are 1749 municipal employees, 17 senior managers and 41 other managers. This
yields a fair population per employee ratio of 120 but a fairly poor population per
manager ratio of 4 977.

Institutional and Technical Capacity

Senior managers in MP307 have an average of 14 years experience and 57% are
professionally registered.  Seven per cent are previously disadvantaged individuals.

Two managers are over 55 years of age and there is one female manager.

Within MP307, two local authorities have adequate office equipment, two have
adequate office furniture and three have adequate office accommodation.

Functions
Municipalities in MP 307 at present perform 14 Schedule 4 functions and 24 Schedule
5 functions. The DC performs seven functions. Given Highveld Ridge’s growth

prospects and size, it is noteworthy that capacity appears limited.

Within MP 307, two local authorities provide water but only one provides water borne
sanitation. Three local authorities supply electricity.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has two directors of finance, one of whom is registered, with a total of 24
years’ combined experience. In addition there are six middle managers and 37 support
staff in the finance department. Senior and middle management is present, and while
current resources appear to be adequately trained, there are 20 vacant positions in the
existing municipalities.

Assessment of revenue

Total income | Rates general | Rates income | Trading services | economic services
per capita [income percapita) per capita |income per capita| income per capita
R1070 R406 R285 R528 R136

Income per capita is relatively high. With an income grant ratio of about 4%, it does
not seem as though this municipality is reliant on grants. The income from rates
appears to exceed the average for this category, contributing 26% towards total income.

Income mix as a percentage of total income
Rate and general iIncome 379
Electricity income 34,1
Water income 15,3
Other income 8,7
Grant income 40

Total 100 %

Assessment of efficiency

Exp as a % of Salaries as a %|Repairs as a % Bulk water Bulk electricity
i [0) [0)
total inc ex ofexpenses | of expenses purchases as a % purchases as a % of
grants of sales sales
102,7% 354% 2,5% 64,7% 62,6%

While total expenses exceed total income before grants by 102,7%, salaries appear high
comprising 35,4% of total expenses. Repairs and maintenance are low at 2,5% of
expenses. Bulk water and bulk electricity sales are efficient in relation to purchases,
contributing 49% towards total income.
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Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per
Current ratio |currentassets |revenue revenue capita

1151 24,0% 44,0% 59,0% R636

A large portion of revenue is tied up in receivables. The collection of accounts
receivable has to be improved to pre-empt cashflow problems. The council has a small
overdratt.

Financial resources as well as other sources of income are available, and the reliance on
grant income is not significant.

CONCLUSION

Based on the budgeted income institutional capacity and the range of functions being
performed, MP307 is regarded as a Classification 2 Category B municipality.
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MUNICIPALITY MP311 (Delmas)

INSTITUTIONAL ASSESSMENT

Description of the Area

MP311 in western Mpumalanga essentially comprises Delmas and the Botleng areas.
Population

This area has a total population of some 52 579 or about 12 357 households. There are
23 456 registered voters in MP311.

Population to Municipal Employees/Manager Ratios

There are 277 municipal employees and 20 managers, Yyielding a reasonable population
employee ratio of 190 and a population per manager ratio of 2 629.

Institutional and Technical Capacity
In MP311 senior managers have an average of 11,3 years experience and 50% are
professionally registered. Previously disadvantaged individuals constitute 17% of

senior managers. There are no managers over 55 years of age and no female managers.

Within MP311 one local authority indicated that it has adequate office equipment,
office furniture, and office accommodation.

Functions

In MP311 municipalities currently perform ten Schedule 4 functions and 18 Schedule 5
functions. The DC is not recorded as performing functions here.

One municipality in MP311 supplies electricity and water services.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with nine years’ experience, who is
supported by an additional staff of 30 in the finance department. While senior
management is present and current resources appear to be adequately trained, there is a
lack of middle management. There are seven vacant positions.
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Assessment of revenue

Total income [Rates general Rates income [Trading services |[Economic services
per capita income per capitalper capita income per capita [income per capita
R623 R232 | R114 R290 R101

The proposed structure appears to be marginally reliant on grant income. Electricity
income is below the capacity it can generate in terms of income. A further cause for
concern is that both the income from rates as well as total income appears to be below
the category average.

Income mix as a percentage of total income
Rate and general income 37,2
Electricity income 290
Water income 17,6
Other income 10,1
Grant income 6,1
Total 100 %
Assessment of efficiency
S —
oy plres as 208 Repairs s o PV PSR
of expenses of expenses
grants of sales sales
101,9% 36,3% 3,2% 17,5% 69,8%

Total expenses exceed total income before grants by about 101,9%. Salaries expense is
high at 36,3% and needs to be assessed. Repairs and maintenance do not appear
unreasonable in comparison to total expenses. Bulk electricity and bulk water purchases
are efficient in relation to recoverables and contribute about 50% towards total income.

Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per
Current ratio |currentassets |revenue revenue capita
1141 20,0% 73,0% 82,0% R513

Strong ratios are evident here with available cash reserves, but there is a percentage of
money tied up in receivables. The collection of accounts receivable has to be improved.
Debt levels are high with a large portion of revenue, used to service interest on loans.

Once the necessary human resources are obtained, this structure should be able to
operate fairly effectively. It appears to be reliant on grant income in the interim.
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CONCLUSION

Based on budgeted income and that the local government capacity in MP311 is fair in

terms of both the quantity and quality of existing municipal staff and managers, MP311
is regarded as a Classification 4 Category B municipal area.
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MUNICIPALITY MP312 (Witbank, Kriel)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP312 is comprised of Witbank and its surrounds to the north, and the towns of
Ogies/Phola and Thubelinle. This area is dominated by mining and industrial activities.

Population

It has a population of some 236 680 or about 56 480 households. There are 131 097
registered voters in MP312.

Population to Municipal Employees/Manager Ratios

There are 1360 municipal employees, 22 senior managers and 41 other managers. A
fair population per employee ratio of 174 results, although the shortage of managers
results in a ratio of 3 757 for population per manager ratio.

Institutional and Technical Capacity

Senior managers in MP312 have an average of 13 years experience and 43% are
professionally registered.  Previously disadvantaged individuals constitute 29%. There
are no managers over 55 years of age and two managers are female.

Within MP312 two local authorities have adequate equipment, office furniture and
office accommodation.

Functions

In the MP312, 15 Schedule 4 functions and 26 Schedule 5 functions are currently
performed locally. The DC performs four functions. In a comparative context, this
functional split seems appropriate for the area.  Three local authorities provide
electricity, water and sanitation supplies and indicate an adequate capacity to do this.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has three directors of finance, one who is registered, with a combined 47
years’ experience. MP312 has the largest mcome in Mpumalanga, and has a staff
complement of seven middle managers and 110 support staff. Although senior and
middle management is present and current resources appear to be adequately trained,
additional staff may be required.
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Assessment of revenue

Total income |[Rates general Rates income ([Trading services [Economic services
per capita income per capitajper capita income per capitalincome per capita
R1 137 R362 | R246 R658 | R117

This structure receives a grant income of about 6%. On average, total income as well as
income from rates appears to be higher than the category average, and income per
capita is high at R1 137.

Income mix as a percentage of total income
Rate and general income 31,8
Electricity income 422
Water income 14,0
Other income 6,3
Grant income 5,7

Total 100 %

Assessment of efficiency

5 —
oy Taeries s a6 Repairs as o [PUCEEAT, |
of expenses of expenses P 0
grants sales
139,1% 234% 10,5% 59,7%

Expenditure exceeds income excluding grants by almost 139,1% indicating the
council’s reliance on additional finding. Repairs and maintenance, and salaries appear
reasonable in relation to total expenses. Bulk electricity purchases in ratio to sale
recoverables are efficient and contribute 42% towards total income.

Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per

Current ratio _[current assets [revenue revenue capita
1,281 25,0% 44,0% 47,0% R537

This new structure represents an interesting case. Regarding investments, the
municipality appears to be in a healthy position. Excluding invested funds, however,
and in view of strained cash resources and the money tied up in receivables, it appears
that the municipality may require financial assistance.

While this structure seems to have the ability to generate its own income, the shortage
of staff and the expense base could contribute to operating inefficiencies.
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CONCLUSION
Based on the budgeted income, the institutional capacity and the wide range of local

government  functions currently performed locally, MP312 is regarded as a
Classification 2 Category B municipality.
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MUNICIPALITY MP313 (Middelburg)

INSTITUTIONAL ASSESSMENT
Description of the area

MP313 extends from the small town of Hendrina in the south to the large town of
Middelburg and the towns of Ogies/Phola and Thubelihle. It is dominated by mining
and industrial activities areas to its north. A complex mix of environments is included,
but the area is dominated by the industrial town of Middelburg

Population

MP313 has a population of some 138 390 people, or 34 220 households. There are 77
689 registered voters in MP313

Population to Municipal Employees/Manager Ratios

A sizeable number (1 235) of municipal employees currently exists in the area,
although there are only 18 senior managers and 36 "other" managers. This results in a
favourable population-per-employee number of 112, but a more average population-
per-manager number of 2 563.

Institutional and Technical Managers

Senior managers in MP313 have an average 14,2 years' experience, and 61% of them
are professionally registered. There are no previously disadvantaged individuals among
the senior managers here. The latter figure seems remarkable for a town the size of
Middelburg.

Functions

Municipalities in MP313 currently perform 14 Schedule 4 functions and 23 Schedule 5
functions. The district council is not recorded as performing any functions in MP313
FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has three directors of finance, two of whom are registered, with a combined 59
years’ experience. In addition there are two middle managers and 72 other support staff.
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Assessment of revenue

Total income | Rates general |Rates income [Trading services| Economic services
per capita [income percapital per capita [income per capitg income per capita
R763 R285 R195 R337 R141

MP313, has a revenue base population of 138 390. This municipality only receives

about 2,5% of total income in grants.

The income from rates as well as total income

appears to fall short of the average for this category. Electricity and water income is
also below average.

Income mix as a percentage of total income
Rate and general iIncome 37,3
Electricity income 30,6
Water income 135
Other income 16,1
Grant income 2,5
Total 100 %
Assessment of efficiency
Exp as a % of | Salaries as a |Repairs as a % pﬁrtélri](aséicggc:&
[0)
total ex grants |% of expenses| of expenses of sales
205,8% 25,4% 4,5% 113,3%

Expenditure is sizeable in comparison to income, excluding grants.

Salaries as well as
repairs and maintenance appears reasonable in relation to total expenses. Electricity
bulk purchases represent 113,3% of electricity sales which is well above the accepted
norm of 60%. There are obviously major problems with reticulation losses and possibly
illegal connections. Electricity lacks efficiency for this category of municipality and
should be addressed to improve its efficiency level.
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Assessment of liquidity

Based on its net cash to current assets position this municipality reflects a good
financial position.

Netcashto  |Acc rec to total [Total debt to Total debt per
Current ratio [current assets [revenue total revenue capita
1,12:1 50,0% 52,0% 100,0% R766

There is an urgent need for an increase in grant income in this area. Currently cash

resources are strained, with monies tied up in outstanding debts. While the structure
appears able to generate its own income, this is not enough to meet the municipalities’

financial requirements.

improve liquidity.

CONCLUSION

This municipality will have to increase its debt collection to

Based on the level of budgeted income and the institutional capacity to undertake the

range of functions currently being performed

Classification 3 Category B municipal area.

locally, MP313 is regarded as a
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MUNICIPALITY MP314 (Belfast, Mthonjeni)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP314 comprises the towns of Belfast, Dullstroom, Machadadorp, Mthonjeni and
Waterval Boven. This is largely a rural/tourism Category B municipality, servicing
weekend tourists from Gauteng.

Population

MP314 has a total population of 37 012 or some 9 290 households. There are 20 639
registered voters in the municipality.

Population to Municipal Employees/Manager Ratios

There are 255 municipal workers recorded in the area , plus 17 managers and 53 other
managers, reflecting a fair population per employee number of 145, and a good
population per manager number of 529. The latter figure tends to be consistent with

tourism-orientated districts throughout the country.
Institutional and Technical Capacity

Senior managers in MP314 have an average of 5,6 years experience and 23% are
professionally registered.  This is below national average experience.  Previously
disadvantaged individuals constitute 23% of senior managers.

Within  MP314, three local authorities indicate that they have adequate office
equipment and office furniture, while four indicate that they have adequate office
accommodation.

Functions

Municipalities in MP314 currently perform 12 Schedule 4 and 21 Schedule 5 functions.
The DC performs 4 functions.

Four of the local authorities in MP314 supply water and sanitation services while only
three supply electricity. All indicate reasonable capacity to undertake these functions.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has three directors of finance, one of whom is registered, with a combined 25
years’ experience. There are 16 support staff, but there appears to be a lack of middle
management. There are three vacant positions.

Assessment of revenue

Economic services
income per capita
R61

Trading services
income per capita
R200

Total income
per capita
R456

Rates general Rates income
income per capitajper capita
R195 | R55

MP314, has a revenue base population of 37 012. This municipality appears reliant on
grant income with an income grant ratio of 12,6%. Of note, though, is the fact that both
income from rates and total income appear to fall short of the average for this category.

Income mix as a percentage of total income
Rate and general income 42,8
Electricity income 33,7
Water income 99
Other income 10
Grant income 12,6

Total 100 %

Assessment of efficiency

5 —
total nc ox _ (S20ries & 296 Repairs as 06 | urLE SELAY,
grants of expenses of expenses sales

120,8% 38,2% 6,1% 69,6%

Expenditure appears to be sizeable in relation to income excluding grants, exceeding it

by 20,8%.

expenses. Salary costs seem to be high.

Repairs and maintenance appear to be reasonable in comparison to total
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Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per
Currentratio [currentassets [revenue revenue capita
2,331 56,0% 31,0% 33,0% R151

On reviewing the current ratios, it is evident that only one of the TLCs that now make
up the new structure is strong. Should it be strong enough to absorb its new partners,

no additional finance will be required. The debt per capita is high considering the small

base this structure serves.

In the long term, however, one would expect the new structure to absorb the operational
and management practices of the stronger structure, and implement systems that will
ensure an efficient new municipality.

CONCLUSION

Based on the budgeted income, the good institutional capacity to carry out the range of

functions being performed locally, MP314 is considered a Classification 4 Category B

municipality.
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MUNICIPALITY MP315 (Bronberg)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP315 includes the towns of Bromberg, KwaMhlanga and Mkobola. The latter two
areas were part of the former KwaNdebele homeland north of Ekangala. It is mostly a
mix of rural and peri- urban settlements.

Population

This area is characterised by a large population of some 238 990 people or about 46
971 households. There are 100 581 registered voters in MP315.

Population to Municipal Employees/Manager Ratios

Only two municipalities employees and four senior managers are recorded, giving the
area very high population per employee and population per manager ratios respectively
of 79 663 and 59 747. This is largely because this area has been historically only
modestly serviced by the former homeland government and more recently by the
Highveld District Council (located outside the area).

Institutional and Technical Capacity

The senior managers in MP315 have an average of only 1,8 years experience and 33%
are professionally registered. Previously disadvantaged individuals constitute 66%.

Within MP315 one local authority indicates that is has adequate office equipment, and
there were no local authorities that have office furniture and office accommodation,
indicating a lack of infrastructure.

Functions
Municipalities in MP315 currently perform three Schedule 4 functions and seven
Schedule 5 functions. The DC is recorded as performing one function. A major effort

will need to be made by the Category C municipality in respect of this area in the
future, until some significant Category B local government capacity can be established.
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FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has one registered director of finance with little experience. This municipality
has a problem, as there are no senior or middle management staff members in place.
There is no trained support staff.

Assessment of revenue

Total income |Rates general
per capita income per capital
R13 R12

MP315 mostly consists of transitional rural councils and is dependent on grants for
income which is likely to prevail in the foreseeable future.

Income mix as a percentage of total income
Rate and general income 20,9
Water income 12
Other income 4.4
Grant income 735

Total 100 %

Assessment of efficiency

0)
'I[Eciglé:;fef of Salaries as a % [Repairs as a %
grants of expenses of expenses
331,3% 23,3% 5,0%

The extent of expenditure exceeds self-generated income by a significant margin. As
this municipality mostly consists of rural councils largely administered by the district
council, accurate efficiency assessments can only be done in the future.

Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per

Currentratio _jcurrentassets [revenue revenue capita
3,12:1 77,0% 10,0% 14,0% R2

Liquidity will depend on how assets and liabilities are distributed from the existing
municipalities.

36



CONCLUSION

Based on level of budgeted income and the limited local government capacity, MP315
is considered to be a Classification 6 Category B municipal area.
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MUNICIPALITY MP316 (Mdutjana)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP316 is largely made up of areas of traditional tenure in the former KwaNdebele
homeland north of Siyabuswa. Itis a mixture of rural farms and peri-urban settlements.

Population

There is a large population of 259 867 in this area or about 48 338 households. There
are 102 158 registered voters in MP316.

Population to Municipal Employees/Manager Ratios

There are 129 municipal employees and 16 managers. This results in a people per
employee ratio of 2 014 and a people per manager ratio of 16 242.

Institutional and Technical Capacity

Within MP316 two local authorities indicate that they have adequate office equipment,
office furniture and office accommodation.

The Category B municipality MP316 has six senior municipal managers with an
average of 4,67 year’s experience. Four of these municipal managers are registered
with appropriate professional institutions, there are no managers over 55 years of age,
two are females and all six are from a previously disadvantaged background.

Functions
Municipalities in MP316 currently perform eight Schedule 4 functions and 15 Schedule
5 functions. Within MP 316, one local authority supplies electricity and sanitation

services whereas two undertake water reticulation. The DC performs four functions,
mainly in the Siyabuswa area.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has two directors of finance, one of whom is registered, with a combined 14
years’ experience. There is also one middle manager and 19 support staff members.
There are a few vacant positions.

Assessment of revenue

Total income [Rates general Rates income ([Trading services [Economic services
per capita income per capitajper capita income per capita |income per capita
R12 R10 | R0.00 R1 R1

This municipality, consisting of the towns, Mdutjana, Mbibane and Mathanjana, with a
revenue base of 259 867 is heavily reliant on grant income.

Income mix as a percentage of total income
Rate and general income 12,0
Water income 7,0
Other income 3,3
Grant income 77,7

Total 100 %

Assessment of efficiency

0,
Ef[(cf)taaisir?c/gx()f Salaries as a [Repairs as a %
% of expenses| of expenses
grants
231,1% 56,7% 3,6%

Expenditure exceeds income excluding grants by a margin of almost three times.
Salaries need to be monitored since they account for 56,7% of expenses. Repairs and
maintenance, and water and electricity are not measurable against total expenditure
presently.
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Assessment of liquidity

Netcashto  |Acc recto Total debt to total [Total debt per
Current ratio [current assets [total revenue |[revenue capita

1,88:1 51,0% 73,0% 80,0% R9

MP316 appears to have a healthy current ratio. The municipality seems to have cash
reserves. The municipality will not experience any cash flow problems, provided it
improves its collection of outstanding debts.

This municipality is reliant on grant income and has the potential to improve its
revenue with the possible electrification of historically disadvantaged areas. Ongoing
grant dependence will continue until significant infrastructure changes are made in this
region.

CONCLUSION

Based on the level of budgeted income, the current institutional capacity and the range
of functions currently performed locally, MP316 is regarded as Classification 6
Category B municipal area.
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MUNICIPALITY MP321 (Pilgrims Rest)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP321 in northeastern Mpumalanga consists of the tourist-orientated towns of
Graskop, Pilgrims Rest, and Sabie.

Population

This area has a population of some 67 849 or about 20 368 households. There are 36
123 registered voters in MP321.

Population to Municipal Employees/Manager Ratios

There are currently 421 municipal workers, 17 senior managers and 46 other managers.
Fairly good population to employee and population to manager numbers of 161 and 1
077 respectively are recorded, as is often the case with tourism-orientated areas.
Institutional and Technical Capacity

Senior managers in the MP321 have an average of 11,3 years experience and 50% are
professionally registered. Previously disadvantaged individuals constitute 12,5%. One

manager is over 55 years of age and there are no female managers.

Within MP321 one local authority indicates that it has adequate office equipment and
office accommodation, and two indicate that they have adequate furniture.

Functions
MP321 municipalities currently perform 13 Schedule 4 functions and 23 Schedule 5
functions, in line with what might be expected in this sub-regional context. Within

MP321 three local authorities supply electricity and water and two provide sanitation
services and indicate that they have adequate capacity to undertake these functions.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has three directors of finance, two of whom are registered, with a combined 53
years’ experience. There are two middle managers and 28 support staff members.

Assessment of revenue

Total income |Rates general Rates income [Trading services |Economic services
per capita income per capitajper capita income per capita [income per capita
R878 R301 | R118 R424 R154

MP321 is primarily rural and reliant on tourism as its main source of revenue. Grant
income is low at about 2,7%, and total income and rates receipts appear to exceed the
average for this category. Other income is high at 34% owing to the tourism industry
revenue.

Income mix as a percentage of total income
Rate and general income 34,3
Electricity income 379
Water income 9.8
Other income 153
Grant income 2,7

Total 100 %

Assessment of efficiency

Exp as a % of . 0 . o.| Bulk electricity
total inc ex S"élfgfsearfszsm Rgf:;rseisszsb purchases as a % off
grants P P sales
93,8% 38,2% 34% 58,8%

Total expenses make up a sizeable portion of total income excluding grants but the
municipality is not dependent on grant income. Repairs and maintenance appear to be
reasonable in relation to total expenditure. Salaries at 38,2% are high. Bulk electricity
and water efficiency are in line with standard municipality rates.
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Assessment of liquidity

Net cash to Acc rec to total [Total debtto total [Total debtper
Currentratio [currentassets |revenue revenue capita
0,831 18,0% 27,0% 48,0% R421

MP321 appears to have a weak current ratio but a fair amount of money is tied up in
receivables. The municipality seems to have no cash reserves and is in overdraft. The
debt recovery rate should be substantially increased to improve its liquidity position.

MP321 consisting of the main tourist area of Pilgims Rest, Sabie and Graskop has grant

income of 3% .

CONCLUSION

Based on the level of budgeted income and the good capacity of local government,
MP321 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY MP322 (Nelspruit)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP322 extends from the border of the Kruger Park and includes the towns of Nelspruit,
Hazyview and White River.

Population

Since this area includes two large towns (Nelspruit, White River) and a former
‘homeland’ area, it has a large total population of some 426 007 people or almost 91
694 households. There are 190 177 registered voters in MP322.

Population to Municipal Employees/Manager Ratios

There are 1 259 municipal employees in the area, 24 senior managers and ten other
managers. This makes for poor population per employee and population per manager
numbers of 2 014 and 16 242 respectively.

Institutional and Technical Capacity

Senior managers in MP322 have an average of 11,3 years experience and 61% of them
are professionally registered.  Previously disadvantaged individuals constitute 26%.

There are no managers over 55 years of age and one manager is female.

Within MP322 one local authority indicates that it has adequate office equipment,
adequate office furniture as well as office accommodation.

Functions

Municipalities in MP322 currently perform 13 Schedule 4 functions and 25 Schedule 5
functions. The DC performs four functions.

Within MP322 three local authorities supply electricity and two provide water services
for which there appears to be adequate capacity.



FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has three directors of finance, two of whom are registered, with a combined 39
years’ experience. There are also two middle managers and 90 support staff. Senior and
middle management are present, and while current resources appear to be adequately
trained. There are eight vacant positions.

Assessment of revenue

Total income |Rates general aJRates income (Trading services |[Economic services
per capita income per capitaper capita income per capita [income per capita
R389 R143 | R74 R194 R52

The structure is not significantly reliant on grants as a source of income, because total
income exceeds the average for this category. Income from rates generates about 19%
toward income. Electricity and water account for about 50% of revenue, with grants
making up around 4%. Other income at 11,3% is fair because the area has a wide
economic hub, thereby generating additional income through levies.

Income mix as a percentage of total income
Rate and general income 36,8
Electricity income 39,7
Water income 8.6
Other income 11,3
Grant income 36

Total 100 %

Assessment of efficiency

S —
Exp as a % of Salaries as a %| Repairs as a % Bulk water Bulk electricity
total inc ex of eXDeNses of eXDenses purchases as a %|purchases as a % of
grants P P of sales sales
97,3% 35,9% 9,8% 0,1% 55,7%

Total expenses take up a sizeable portion of total income excluding grants. Repairs and
maintenance appear reasonable in relation to total expenditure. Salary costs seem to be
high. Only 1% of bulk water is purchased, with the balance being supplied from own
resources. Bulk electricity purchased in ratio to sales recoverables is efficient at 55%.
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Assessment of liquidity

Net cash to Acc rec to total [Total debt to total [Total debt per
Currentratio [currentassets |revenue revenue capita
0,771 47,0% 22,0% 59,0% R227

This municipality has a weak current ratio. It may experience some liquidity problems,
because when investments are excluded from the calculation, the ratio is low. In
addition, while there appears to be no overdraft, money is tied up in receivables.
Provided the municipality has the use of the funds invested, it should experience no
problems in the short term.

This municipality is financially healthy.  Outstanding debts are high in relation to

accounts receivable and the recovery rate will have to be monitored. Grant reliance
will continue until debt collection levels improve significantly.

CONCLUSION

Based on the level of budgeted income, the institutional capacity and the range of
functions performed locally, MP322 is regarded as a Classification 3 Category B
municipality.
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MUNICIPALITY MP323 (Barberton)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP323 in eastern Mpumalanga is essentially comprised of the medium-sized town of
Barberton, and its rural hinterland.

Population

This area has some 48 577 people or some 11 692 households. There are currently 21
741 registered voters in MP323.

Population to Municipal Employees/Manager Ratios

There are 270 municipal employees, six senior managers and 14 other managers, giving
it a fair population per employee ratio of 180 and a population per manager ratio of 2
429.

Institutional and Technical Capacity

Senior managers in MP323 have an average of 14,2 years’ experience and 80% are
professionally registered. ~ However, no senior managers are previously disadvantaged
individuals, which seems out of keeping with this regional context. No managers are
over 55 years of age and none are female.

Within MP323 one local authority indicates that it has adequate office equipment,
office furniture and office accommodation.

Functions

In MP323 municipalities currently perform 11 Schedule 4 functions and 18 Schedule 5
functions. The DC apparently performs no functions.

The town of Barberton provides electricity, sanitation and water services but is
experiencing some capacity constraints in rendering these services.
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FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

This area has one unregistered director of finance with 15 years’ experience. There are
two middle managers and 26 support staff in the finance department. While current
resources appear to be trained, additional staff may be required.

Assessment of Revenue

Total income |Rates general Rates income [Trading services |[Economic services
per capita income per capitajper capita income per capita (income per capita
R668 R165 | R93 R433 R70

MP323 comprises only of the Barberton area with a population of 48 577. This
structure is not significantly reliant on grants as a source of income. Total income and
other receipts appear to exceed the average for this category. Rates income is low
because the municipality consists only of the Barberton TLC and TRC area. Electricity
and water income comprises 64,8% of total income.

Income mix as a percentage of total income
Rate and general income 247
Electricity income 46,3
Water income 185
Other income 6,2
Grant income 43

Total 100 %

Assessment of Efficiency

Exp as a % of . . Bulk electricity
: Salaries as a %|Repairs as a % of o
total inc ex of expenses expenses purchases as a % of
grants sales
106,6% 41,0% 3,9% 54,2%

Total expenses exceed total income excluding grants by 6,6%. Repairs and maintenance
appear low in relation to total expenditure. Salaries, at 41% of expenses, are very high
and need to be monitored. Bulk electricity and water is efficient at present levels. The
council supplies water from its own resources and only bulk electricity is purchased.
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Assessment of Liquidity

Net cashto Acc rec to total [Total debt to total[Total debt per
Currentratio [currentassets [revenue revenue capita
1,321 44,0% 38,0% 57,0% R381

Strong liquidity indicators are reflected here, even if investments are excluded.
However, it appears that a significant amount is tied up in accounts receivable and, in
relation to revenue generated, the municipality has notable outstanding debt.

This municipality will remain stable because it has the advantage of not being merged
with other municipalities.  Fortunately, this council is able to generate its own income
and reliance on grants is low.

CONCLUSION

Based on the level of budgeted income and the capacity of local government being
fair in the quality and quantity of staff and managers to implement the range of
functions currently performed, MP323 is regarded as a Classification 4 Category B
municipality.
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MUNICIPALITY MP324 (Komatipoort, Nkomazi)

INSTITUTIONAL ASSESSMENT
Description of the Area

MP324 is a varied tourism and agricultural district that also contains a significant
former homeland area along with the towns of Malelane and Komatipoort.

Population

MP324 has a population of some 277 623 or 53 007 households. There are 101 933
registered voters in MP324.

Population to Municipal Employees/Manager Ratios

The 257 municipal employees, 16 senior managers and 24 other managers are currently
largely concentrated in Malelane and Komatipoort, hence there is a poor overall
population per employee number of 1 080, and also a poor population per manager
number of 6 941.

Institutional and Technical Capacity

Senior managers in MP324 have an average of 11,4 years experience and 71% are
professionally registered.  There are no managers over 55 years of age. There is one is
female manager and one is from a previously disadvantaged background.

Within MP324 two of the local authorities have adequate office equipment, office
furniture and office accommodation.

Functions
In MP324 municipalities currently perform 23 Schedule 5 functions and 12 Schedule 4
functions. The DC performs six functions. Given the composition of this area it is

likely that the Category C municipality will need to play a strong role in the future.

Within MP324 three local authorities supply electricity and water and two provide
sanitation services. Most indicate adequate capacity to undertake these functions.
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FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

This area has one unregistered director of finance with 15 years’ experience. In addition
there are two middle managers and 26 support staff in the finance department. Senior
and middle management are in place, and current resources appear to be adequately
trained.

Assessment of Revenue

Total income |Rates general Rates income [Trading services |[Economic services
per capita income per capitajper capita income per capita income per capita
R55 R33 | R26 R20 R3

This structure may not be reliant on grants as a source of income. Total income and
rates receipts exceed the average for this category. The water and electricity income
contributes 36% of total revenue with rates and other income making up 60% and
grants only 2,9%.

Income mix as a percentage of total income
Rate and general income 59,5
Electricity income 221
Water income 134
Other iIncome 2,1
Grant income 29

Total 100 %

Assessment of Efficiency

Exp as a % of . o . o Bulk water Bulk electricity
total inc ex S‘?)I?gfsearfszsm Repea)l(rsearfszsb of purchases as a % |purchases as a %o of
grants P P of sales sales
70,7% 31,1% 3,1% 36,4% 96,8%

Although total expenses consume a sizeable portion of total income excluding grants,
the municipality has surplus funds remaining. While repairs and maintenance appear to
be below the average for this area in relation to total expenditure, salaries need to be
monitored. Water and electricity expenses in relation to income are acceptable even
though a larger percentage of the population consumes water than electricity.
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Assessment of Liquidity

Net cashto Acc rec to total [Total debtto total [Total debt per
Currentratio [currentassets |revenue revenue capita
0,48:1 62,0% 63,0% 149,0% R82

MP324 comprises three existing TLCs and two TRCs. Two TLCs, based on the
liquidity ratios, are in a healthy financial position. The others, while holding cash
reserves, have huge debt. On the strength of the two healthy TLCs, it appears that
MP324 would be able to sustain its cash flow in the short term, but may require
additional finance after that. Attention to the recovery of debts will be required as the
amounts tied up in receivables are high.

This structure appears stable because they are able to generate their own income.
CONCLUSION
Based on the level of budgeted income and the capacity of local government in MP324

to undertake the range of functions currently being performed, MP324 is regarded as a
Classification 4 Category B municipality.
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MUNICIPALITY OF CBLC2 Bronkhorstspruit area

INSTITUTIONAL ASSESSMENT
Description of the Area

Cross boundary Category B Municipalty CBLC2 is located within CBDC2, which
spans the Gauteng and Mpumalanga provincial boundaries.  Bronkhorstspruit is the
main town in CBLC2 and the surrounding areas are mostly engaged in agricultural
activities.

Population

In 1996 the population in the area that comprises CBLC2 had a population of 71 115
people or 18 433 households. The number of registered voters in the area is 38 894.

Population to Municipal Employees / Manager Ratios

There are 308 employees, eight senior managers and 21 other managers. The
population numbers per municipal employee in this area is 230 and the number of
people per municipal manager is 2 452.

Institutional and Technical Capacity

CBLC2 has cight senior managers with an average of seven years’ experience. Seven
of these managers are registered with appropriate professional institutions, one is over
55 years of age, none are female and two are from a previously disadvantaged
community.  Regarding technical managers, there is one town engineer with 20 years’
experience.

Within the service area of CBLC2, one local authority indicated that they have
adequate office equipment to undertake their responsibilities, one indicated that their
office furniture is adequate; and one reported adequate office accommodation. These
refer to the capacity at Bronkhorstspruit, indicating that there is adequate infrastructure
within this local authority for the administrative operation of CBLC2.

Functions

The range of functions currently carried out in the area includes four that would be
performed by a Category C municipality, including fire fighting and integrated
development planning.

One transitional local council provides electricity to the communities within its service
area. Two provide water and water-borne sanitation within their service area. Capacity
and infrastructure to provide these services is limited.
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The local authorities within CBLC2 currently perform 12 Schedule 4 functions and 20
Schedule 5 functions.

Assessment of Financial Human Resource Capacity

The municipality has a registered financial director with ten years’ experience. There
are seven finance managers responsible for the 14 support staff.

Assessment of Revenue Base

Rates genera
Total incomejincome penRates income/Trading services[Economic  services
per capita |capita per capita  |income per capitalincome per capita
R847 R198 R99 R566 R83

The total income per capita is only R847, indicating low economic activity by the
population of 71 115 people. The rates per capita are R99.00. Income per household is
R3 140.00, which appear to place a restriction on the potential income for the council.
Electricity makes up 48% of total income. Although electricity distribution does not
cover the whole area, the revenue can improve even more if this is enhanced.

Income mix as percentage of total
income
Rates and general income 23,4
Electricity income 48,2
Water income 18,6
Other income 6,7
Grant income 3,1
Total 100,0

Assessment of Efficiency

Salaries/ Repairs/ Cost of sales  |Cost of sales
Exp/inc Ex Grants Expenditure [Expenditure Water Electricity
92% 29% 3% 2% 75%

Total Expenditure seems to be under control. Personnel cost represent 29% of total
expenditure, which is the acceptable norm. Electricity cost appears to be high which
may be as a result of the low revenue base. As the total area is not supplied with
electricity and the long distance from power generating plants, the bulk tariff on
electricity purchases may also be high.
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Assessment of Liquidity

Cash  currentAcc rec totalTotal debt totalTotal debt pen
Current ratio [assets revenue revenue capita
0,191 37% 33% 281% R2 379

The current ratio indicates that the municipality is illiquid. Whilst the cash position
appears strong, the current liabilities exceed that cash balance.
base into account, the accounts receivable is high at 33%.
improve its cash to current assets ratio by enhancing credit control procedures.

ability to cover monthly expenses is low. Total debtis also very high.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range

of local functions, CBLC2 is regarded as a Classification 4 Category B municipality.

Taking the low-income
The municipality may
The
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MUNICIPALITY OF CBLC3

INSTITUTIONAL ASSESSMENT
Description of the area

Cross boundary Category B Municipality CBLC3 is located in CBDC3. The eastern
half fall into the northern province and is largely former homeland areas. The western
half is in Mpumalanga and has the main town of Marblehall as well as some traditional
areas along the western boundary. It is a largely rural area.

Population

In 1996 the population of CBLC3 comprised 90 351 people or 18 154 households. The
number of registered voters in the area is 41 508.

Population to municipal employees / manager ratios

There are 366 employees, ten senior managers and 11 other managers. The population
numbers per municipal employee in this area is 246 and the number of people per
municipal manager is 4 302.

Institutional and technical capacity

CBLC3 has ten senior managers with an average of ten years’ experience. Five of
these managers are registered with appropriate professional institutions. None are over
55 years of age, none are females but three are from a previously disadvantaged
community.  Regarding technical managers, there are three with an average of 3,5
years’ service between them. Vacancies are high at 22 posts to fill.

Within the service area of CBLC3, one local authority indicated that they have
adequate office equipment to undertake their responsibilities, one indicated that their
office furniture is adequate; and one reported adequate office accommodation.

Functions

One transitional local council provides electricity and sanitation to the communities
within their service area. Two provide water reticulation. All indicate that capacity
and infrastructure is limited.

The local authorities within CBLC3 currently perform 11 Schedule 4 functions and 19
Schedule 5 functions.

57



FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The municipality has two financial directors who have a combined experience of nine
years amongst them. One of the directors is registered and one finance manager is
responsible for the six support staff.

Assessment of revenue base

Total income |Rates and general|Rates income | Trading services | Economic services
per capita (income per capita| per capita | income per capita | income per capita
R181 R61 R30 R103 R17

The total income per capita is only R181, indicating low economic activity by the

population of 90351 people. The rates per capita are R30.

Income per household is

R952, which appear to place a restriction on the potential income for the council.
Trading services contribute 57% of Total Income.

Income mix as percentage of total income
Rates and general income 31,0
Electricity income 48,8
Water income 8,0
Other income 04
Grant Income 118
Total 100,0
Assessment of efficiency
Total expenditure as . . Bulk water Bulk electricity
percentage of total Salaries as Repairs as purchases as purchases as
income percentage of| percentage of percentage of |percentage of sales
(exclud|ng grants) expenses expenseS SaleS
120% 29% 3% 8% 44%

The bulk electricity and water purchases to sales ratios are efficient.

Personnel cost

represent 29% of total expenditure, which is the acceptable norm. Low expenditure on
repairs and maintenance may exacerbate future capital-expenditure needs.
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Assessment of liquidity

. Cashto |Accounts receivable| Total debt to Total debt per
Current ratio current assets| to total revenue | current revenue capita
0,94:1 84% 11% 87% R157

The current ratio for this municipality is below average. The municipality does not have
sufficient assets to translate into cash to pay creditors. The ability of covering monthly
expenses is low. This municipality will take time before it can execute the department

of Finance guidelines on a working capital reserve.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, CBLC3 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY OF CBLCA4

INSTITUTIONAL ASSESSMENT
Description of the area

Cross boundary Category B Municipalty CBLC4 is located within CBDC3, which
straddles Mpumalanga and the Northern Province. CBLC4 covers a large surface area
of 3 668 square kilometres. Parts of the former homeland that are in the Northern
Province are included along the northern boundary and traditional areas can be found
along the western boundary. Groblersdal is the main town in CBLC4. This is largely a
farming area.

Population

In 1996 the population of the area that now comprises CBLC4 was 218 761 people or
42 602 households. The number of registered voters in the area is 92 980.

Population to municipal employees / manager ratios

There are 258 employees, three senior managers and four other managers. The
population numbers per municipal employee in this area is 852 and the number of
people per municipal manager is a very high 31 435.

Institutional and technical capacity

CBLC4 has three senior managers with an average of 13 years’ experience. Two of
these managers are registered with appropriate professional institutions, none are over
55 years of age, none are females but three come from a previously disadvantaged
community. Regarding technical managers, there is one with two years’ experience.

Within the service area of CBLC4, all local authorities indicated that they have
inadequate office equipment, office furniture and inadequate office accommodation,
indicating a severe lack of office infrastructure to administer this municipality
effectively.

Functions
One transitional local council provides water and water-borne sanitation within its
service area but indicates inadequate capacity and infrastructure. The local authorities

within CBLC4 currently perform four Schedule 4 functions and four Schedule 5
functions.
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FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The municipality has a registered financial director who has 18 years experience.
Currently there is no support staff in place.

Assessment of revenue base

Total income |Rates and general
per capita |income per capita

R22

R22

The percentage of grants to total income is high in this rural agricultural area. This
indicates that this municipality is not capable of generating its own revenue and sustain

itself without grant assistance.

The total income per capita is only R22, indicating low

economic activity by the population of 218 761 people. Income per household is R115,

which appear to place a restriction on the potential income for the council.

Income mix as percentage of total income
Rates and general income 71
Electricity income 0,0
Water income 0,7
Other income 0,7
Grant income 915

Total 100,0
Assessment of efficiency
Total expenditure as ) )
income percentage of| percentage of
(excluding grants) | €Xpenses eXpenses
559% 16% 28%

The municipality is almost totally dependent on grant income to cover operating
expenses and to pay for capital expenditure. Personnel cost represent 29% of total
expenditure, which is the acceptable norm. Repairs and maintenance expenses are high.
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Assessment of liquidity

. Cashto |Accounts receivable| Total debt to Total debt per
Current ratio current assets| to total revenue | current revenue capita
10,33:1 99% 1% 14% R3

Both the current ratio, including investments and the current ratio excluding
investments indicate that the municipality is liquid. The ability of covering monthly
expenses is low. This municipality will take time before it can execute the department
of finance guidelines on a working capital reserve.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, CBLC4 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY OF CBLC5

INSTITUTIONAL ASSESSMENT
Description of the area

Cross boundary Category B Municipalty CBLC5 is located within CBDC3. It
straddles the provincial borders of Northern Province and Mpumalanga. The northern
parts include considerable former homeland areas in the Northern Province. It has the
mining towns of Steelpoort and Burgersford. Besides the mining activities, farming is
the other main economic activity.

Population

In 1996 the population of the area comprising CBLC5 was 206 723 or 38 583
households. The number of registered voters in the area is 86 011.

Population to municipal employees / manager ratios

There are 41 employees, three senior managers and no other managers. The
population numbers per municipal employee in this area is a high 5 045 and the number
of people per municipal manager is exceptionally high at 68 907.

Institutional and technical capacity

CBLCS5 has three senior managers with an average of 13 years’ experience. None of
these managers are registered with appropriate professional institutions, one is over 55
years of age, none are females or from a previously disadvantaged community.
Regarding technical managers, there is one with 30 years’ experience.

Within the service area of CBLC5, one local authorities indicated that they had
adequate office equipment, office furniture and office accommodation to undertake
their responsibilities.

Functions

The range of functions currently carried out in the area includes one that would be
performed by a Category C municipality namely, bulk water supply. One transitional
local council provides water and water-borne sanitation within its service area and
reports adequate infrastructure and capacity to do so. The local authorities within
CBLCS5 currently perform eight Schedule 4 functions and nine Schedule 5 functions.
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FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The municipality has two financial directors who have a combined experience of ten
years between them. Both directors are registered and three finance managers are
responsible for the 22 support staff. There are two vacancies, which indicates that the
department is almost operating at full strength

Assessment of revenue base

Total income [Rates and general|Rates income | Trading services | Economic services
per capita |income per capita| percapita | income per capita | income per capita
R31 R17 R10 R7 R8

The total income per capita is only R31, indicating low economic activity by the

population of 206723 people.

The rates per capita are R10.

Income per household is

R168, which appear to place a restriction on the potential income for the council. The
12,5% grant income contribution indicates a substantial reliance on external funding.

Income mix as percentage of total income
Rates and general income 53,5
Water income 20,8
Other income 13,2
Grant Income 125
Total 100,0
Assessment of efficiency
Total expenditure as ] . Bulk water
percentage of total Salaries as Repairs as purchases as
income percentage of| percentage of percentage of
(excluding grants) | €Xpenses expenses sales
223% 35% 5% 3%

This municipality is dependent on grants to cover operating expenses. It uses grant

income to pay for capital expenditure.

expenditure, which is the acceptable norm.

Personnel cost represent 29% of total
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Assessment of liquidity

current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
1,86:1 51% 43% 50% R16

Both the current ratio, including investments and the current ratio excluding
investments indicate that the municipality is liquid. Taking the low-income base into
account, the accounts receivable is high at 43% of total revenue. The municipality may
improve its cash to current assets ratio by enhancing credit control procedures and
levying rates in rural areas, thereby reducing their weak cash position to an acceptable
level.  The ability of covering monthly expenses is low. This municipality will take
time before it can execute the department of Finance guidelines on a working capital
reserve.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, CBLCS5 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY OF GT 02bl

INSTITUTIONAL ASSESSMENT
Description of the Area

The cross boundary Category B Municipality of GTO2bl is located to the east of
Pretoria between Hammanskraal and Kwamhlanga. It includes the town of Moloto, but
is largely agricultural. It is within CBDC2 and MP315 is directly to the east of it.

Population

In 1996 the population comprising the area of GT02b1l was 58 417 people or 15 605
households. There are 18 655 registered voters in GT02b1.

Population to Municipal Employees / Manager Ratios

There are 163 employees, 12 senior managers and 30 other managers. The population
number per municipal employee in this area is 358 and the number of people per
municipal manager is 1 390.

Institutional and Technical Capacity

GTO02b1 has 12 senior managers with an average of seven and a half years’ experience.
Seven of these managers are registered with appropriate professional institutions, one is
over 55 years of age, one is a female and six are from a previously disadvantaged
community.  Regarding technical managers, there are three with an average of five
years’ service.

Within the service area of GT02bl1, one local authority indicated that it has adequate
office furniture, while office equipment and accommodation is reported as inadequate.

Functions

Two transitional local councils provide electricity and water to the communities
within their service area, whereas only one provides water-borne sanitation.

The local authorities within GTO02bl currently perform 11 Schedule 4 functions
and 21 Schedule 5 functions.

FINANCIAL ASSESSMENT
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Assessment of Financial Human Resource Capacity

The municipality has a registered financial director with 32 years experience. There are
two finance managers responsible for the 12 support staff.

Assessment of Revenue Base

Total Income PerRates Income  PenTrading Services Income
Capita Capita Per Capita

R492 R66 R202

The total income per capita is only R492, indicating low economic activity by the
population of 58,417 people. The rates per capita are R66. Income per household is
R1305, which appear to place a restriction on the potential income for the council.
Electricity makes up 41% of total income. Although electricity distribution does not
cover the whole area, the revenue can improve even more if this is enhanced.

Assessment of Efficiency

Salaries as % of Expenditure [Repairs as % of Expenditure
37% 2%

The bulk electricity and water purchases are significantly high, which indicates that all
trading services are not well managed. Personnel cost represent 37% of total
expenditure, which is the acceptable norm. The high cost of sales for electricity is
problematic, which may be as a result of high reticulation losses and relatively low
tariff structures. As the total area is not supplied with electricity and the distance from
power generating plants, the bulk tariff on electricity purchases may also be high.

Assessment of Liquidity

Current Ratio [Total Debt Per Capita
0.98:1 R309

Taking the low-income base into account, the accounts receivable is high at 63% of
surplus funds.  The municipality may improve its cash to current assets ratio by
enhancing credit control procedures and levying rates in rural areas, thereby reducing
their weak cash position to an acceptable level.  The ability of covering monthly
expenses is low. This municipality will take time before it can execute the department
of Finance guidelines on a working capital reserve.
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CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, GT02bl is regarded as a Classification 4 Category B municipality.

MUNICIPALITY OF NP04A1l
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INSTITUTIONAL ASSESSMENT
Description of the area

The cross boundary Category B Municipality of NPO4ALl is located within CBDCA4.
NPO4ALl is adjacent to the Kruger National Park, to its east. While the eastern half of
the area is a tourist destination, the western parts house considerable populations that
were in the former homeland.  Besides tourism, agriculture is the main economic
activity in this municipality.

Population

In 1996 the population of NPO4A1 comprised 87 873 people or 18 380 households.
The number of registered voters in the area is 31 440.

Population to municipal employees / manager ratios

There are 554 employees, eight senior managers and 41 other managers in NPO4Al.
The population numbers per municipal employee in this area is 158 and the number of
people per municipal manager is 1 793, indicating a relatively favourable ratio for this
area.

Institutional and technical capacity

NPO4A1 has eight senior managers with an average of 17,5 years’ experience. Five of
these managers are registered with appropriate professional institutions, none are over
55 years of age, none are females and only one is from a previously disadvantaged
community. Regarding technical managers, there are two with an average of 18 years’
service between them. These statistics indicate a relatively stable and experienced staff
complement.

Within the service area of NPO04Al, one local authority indicated that they have
adequate office equipment to undertake their responsibilities, one indicated that their

office furniture is adequate; and one reported inadequate office accommodation. There
is therefore moderate infrastructure within one of the local authorities in NPO4ALl.

Functions
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The range of functions currently carried out in the area includes four that would be
performed by a Category C municipality including bulk water and municipal health.
One transitional local council provides electricity, water and sanitation services to the
communities within their service area.  Capacity and infrastructure for the latter
functions is limited. The local authorities within  NPO4Al currently perform 11
Schedule 4 functions and 19 Schedule 5 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The municipality has a registered financial director with 19 years experience. There are
seven finance managers responsible for the 32 support staff.

Assessment of revenue base

Total income [Rates and general|Rates income | Trading services | Economic services
per capita |income per capita| percapita | income per capita | income per capita

R132 R23 R10 R104 R5

The total income per capita is only R132, indicating low economic activity by the
population of 87873 people. The rates per capita are R10. Income per household is
R633, which appear to place a restriction on the potential income for the council.
Trading services makes up 79% of total income. Although electricity distribution does
not cover the whole area, the revenue can improve even more if this is enhanced.

Income mix as percentage of total income
Rates and general income 17,7
Electricity income 74,3
Water income 42
Other income 3,3
Grant income 05

Total 100,0

Assessment of efficiency

Total expenditure as ici
perce ntgge of total | Salaries as Repairs as pE ;Jclﬁavsv 2 Eegs Béﬂl:cilaesgsr |;|Sty
income percentage of| percentage of percentage of [percentage of sales
98% 26% 3% 8% 55%
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The bulk electricity and water purchases to sales ratios are efficient, contributing
substantially towards total income. As the total area is not supplied with electricity and
the distance from power generating plants, the bulk tariff on electricity purchases may
be high. Personnel cost represent 29% of total expenditure, which is the acceptable
norm. Low expenditure on repairs and maintenance may exacerbate future capital-
expenditure needs.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
1,151 13% 37% 40% R53

Both the current ratio, including investments and the current ratio excluding
investments indicate that the municipality is liquid. Taking the low-income base into
account, the accounts receivable is high at 37% of surplus funds. The municipality may
improve its cash to current assets ratio by enhancing credit control procedures and
levying rates in rural areas, thereby reducing their weak cash position to an acceptable
level. The ability of covering monthly expenses is low. This municipality will take
time before it can execute the department of Finance guidelines on a working capital
reserve.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, NPO4A1 is regarded as a Classification 6 Category B municipality.
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DISTRICT COUNCIL DC30

INSTITUTIONAL ASSESSMENT

Description of the Area

This is the less densely settled and mainly commercial farmland, southern region of
Mpumalanga. It comprises of seven Category B municipalities. From the standpoint of
the Category C role, the main areas for concern are in the north which were in the
former homelands and lacking in services. Much of this District Council was part of
Eastvaal District Council.

Population

There are 795 741 people living in this area and 173 163 households.

Institutional and Technical Capacity

DC30 has one manager with 19 year’s experience who is professionally registered.
There are 21 other managers.  The population per manager for this District Council is
therefore 36 170. Much of this capacity needs to be focused on the northern areas.
Final capacity will depend on the deployment of staff within the current Eastvaal
District Council. There is currently only one vacancy.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

The District Council has a registered finance director with 19 years’ experience. There
are 21 staff members who report to one line manager. The staff needs training in
certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 795 741 and an income per capita of R80. The
main revenue source is levy income of 95%.

Assessment of Efficiency

A factor that will influence future efficiency levels will be the functions and duties
allocated to the district council.
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Assessment of Liquidity

Current Ratio [Cash/Current Assets/AccRec/ Income [Debt Per Capita
5.60:1 33% 97% R95

Liquidity ratios reflect that the district is financially sound in the short term. Debt
collection has to be improved to maintain the positive liquidity ratios currently
reflected. In future liquidity will depend on which functions and duties are allocated to
the district council, as well as which assets and liabilities are transferred.

CONCLUSION

The advantages of the economies of scale in the utilization of resources in this area may
improve the current efficiency. This is a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC31

INSTITUTIONAL ASSESSMENT

Description of the Area

This is a varied Category C municipal area embracing a large industrial towns like
Witbank and Middelburg, extensive commercial farming areas and tourism districts
around Dullstroom, and densely settled former homeland areas. The last will probably
need to be the focus of the District Council’s activities. This District Council will be
formed from part of the Eastvaal District Council and most of the Highveld District
Council.

Population

There are 963 518 people living in this area and 207 656 households.

Institutional and Technical Capacity

Much of the institutional and technical capacity will come from the existing Highveld
District Council. There are two senior managers in DC31 along with 40 other staff
members. One manager is from a previously disadvantaged background and both are
professionally registered. There is currently only one vacancy.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are within the District Council a total of two finance directors with an average of
11.5 years experience. These two directors are registered with a professional society.
There are a total of 40 staff members who reports to two line managers. The staff needs
training in certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 963 518 and an income per capita of R73. The
main revenue source is levy income of 99%.

Assessment of Efficiency

Salaries and repairs and maintenance account for the major percent of total expenditure.

76



Assessment of Liquidity

Current Ratio

Cash/Current Assets

AccRec/ Income

Debt Per Capita

5.60:1

33%

8%

R7

The current cash bank balance amounts to R7 million and R16 million in receivables.

CONCLUSION

This is a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC32

INSTITUTIONAL ASSESSMENT

Description of the Area

This consists of four category B municipal areas, two of which have fairly large
populations (Nelsprutt and White River) and incorporate former ‘homeland’ areas, and
two of which are mainly small town/commercial farming areas. It is the former, which
will likely require the most significant involvement of the Category C municipality in
the future. This new DC will comprise parts of the former Lowwveld and Eastvaal
District Council areas.

Population

There are 820 056 people living in this area and 176 761 households.

Institutional and Technical Capacity

Detailed information was not available to undertake this assessment. However, as this
is a new Category C municipality, its institutional and technical capacity will derive
from existing capacity within Lowveld and Eastvaal District Councils, when these are
split.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are within the district council a total of two finance directors with an average of
11.5 years experience. These two directors are registered with a professional society.
There are a total of 40 staff members who reports to two line managers. The staff needs
training in certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 820 056 and an Income per Capita is very low.
The main revenue source is Grant Income.

Assessment of Efficiency

All the main expense is well within the norm. The salaries and wages account for 25%
and repairs for 1%.
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Assessment of Liquidity
While the cash ratio appears reasonable, the current ratio if of concern. Detail
investigation into the cash position is required.

CONCLUSION

This is a Classification 1 Category C municipality.
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CROSS BORDER DISTRICT COUNCIL - CBDC2 Bronkhorstspruit area

INSTITUTIONAL ASSESSMENT
Description of the area

This Category C municipal area comprises the farming areas and towns to the east of
Pretoria.

Population

CBDC2 has a population of 129 532 or 34 038 households, and is made up of two
Category B municipalites — one in the Cullinan area and the other in the
Bronkhorstspruit area. The average household income in CBDC2 is R4 105.00, which
is well above national average.

Population to Employees/Managers

The numbers of people per municipal employees and managers in CBDC2 are good at
275 and 1 877 respectively.  Ovwerall, the institutional capacity for non-financial
functions here seems to be more than adequate to the task.

Functions

The DC itself would likely need to assume significant responsibilities outside of the
towns of Cullinan and Bronkhorstspruit, but within these towns Category B capacity
seems good.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are two registered directors of finances with an average of four years experience
at the District Council. There are five line managers who have 24 staff reporting to
them. The staff has adequate training in all financial aspects that are needed to fuffill
the financial/administration functions of the District Council.

Assessment of Revenue

Levy income of 91% of total income mainly contribute the total income per capita of
R137, for the District Council.
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Assessment of Efficiency

Total Income as a %
of Total Expenditure

Salaries asa % of
Total Expenditure

Repairs as a % of
Total Expenditure

21%

55%

1%

The salaries & wages contribute to 55% of total expenses, which is way above the
average norm in the industry. Repairs contributed only to 1% of total expenses.

Assessment of Liquidity
Current Ratio Cash/Current Assets |Acc Rec/ Income Debt Per Capita
0.52:1 23% 49% R201

The District Council has a current ratio below the industry standard. It has debtors
This clearly reflects
that there is a problem of debt collection. The management of the debtors must be
investigated and vastly improved controls must be instituted.

outstanding of R11 million and cash at the bank of R3.1 million.

CONCLUSION

CBDC2 appears to have the human resources as well as the revenue base to operate
effectively and is therefore a Classification 1 Category C municipality.
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DISTRICT MUNICIPALITY CBDC3 Orighstad, Steelpoort, Tubatse area

INSTITUTIONAL ASSESSMENT
Description of the Area

The category C municipality CBDC3 is situated in the south west of Northern Province
and the north west of Mpumalanga Province. The area consists of a considerable part
of a former homeland of Lebowa. It is made up from areas that are part of the
Highveld, Lowwveld and Northern District Councils of Mpumalanga.

Population

According to the 1996 Census data, CBDC3 had a total of 907 877 people or 170 582
households.

Institutional and technical capacity

There is no established local government structure to assess the institutional capacity,
as this is a new district council. However, based on limited data provided, there are
three managers who have an average of four years’ experience. They are supported by
37 staff. There are seven vacancies.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

CBDC3, which covers the cross-boundary area of Fetakgomo, Naboomspruit,
Warmbaths, Pienaarsrivier, Ohrigstad, Zebediela, Hlogotlou, Lepele, Nebo North,
Ngwaritsi, Makhudu-Thamaga, Dilokong, Steelpoort and Tubatse, has the following
staff complement:

e Six directors of finance (four unregistered).
e Four managers (middle management).
e Thirty support staff (finance department).

The above human resources are available to the seven municipalities that will make up
CBDC 3. The staff complement is inadequate, and the reassigning and or relocating of
human resources skills from other overstaffed municipalities should be considered.
The years of experience and qualifications of senior management are adequate to
ensure stability, but there is a definite lack of middle-management capacity.
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Assessment of revenue

The income of CBDC3 is diverse and based on mining, seasonal hunting, agriculture
and tourism.  With a revenue population base of 907 877 people, it has an income-grant
ratio of about 1%. Income per capita is low (R27) in the area, due to its varied
population categories.  Unemployment is high, and there is also a large number of
people over 65 years of age. This makes the cross-boundary district council reliant on
efficient debt collection. The CBDC should have sufficient funds to address the
developmental needs of the area if levies are collected timeously.

Assessment of efficiency

Salaries are high for this category of council and need to be monitored. Expenditure on
repairs is very low and should also be investigated since future budget preparations
could be hampered by this and could impact negatively on the council.

Assessment of liquidity

Accounts
Cash to .
receivable to total
current assets
revenue
39% 6%

CBDC3 has a strong liquidity position because the area has a large economic sector and
developed urban area within its boundaries. This municipality is not totally reliant on
grants due to its liquidity. Outstanding debts are very low, and bank balances are
healthy. The ratios as indicated in the table are evident of this council’s strong liquidity.

CONCLUSION

The income base is diverse and, if the bulk supply of electricity from Eskom is taken
over by CBDC3, it should remain viable once additional income is generated from
these sources. It is a Classification 1 Category C municipality.
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DISTRICT MUNICIPALITY CBDC4

INSTITUTIONAL ASSESSMENT

Description of the Area

Category C municipality CBDC4 area consists of mainly the Kruger National Park,
private game reserves that are linked to the Park and rural settlement areas below the
Drakensberg escarpment watershed such as Bushbuckridge. The Mozambique border
to the east, the border of the Kruger Park to the south and the west bound it. The
western boundary includes the Bushbuckridge rural settlement area.

Population

According to the 1996 Census data, CBDC4 had a total of 631 601 people or 130 980
households.

Institutional and technical capacity

There is no established local government structure to assess the institutional capacity,
as this is a new municipality. However, based information provided by the two existing
District Councils, there are two managers with an average of four years’ experience,
supported by 18 other staff. Neither of the managers is female and one is from a
disadvantaged background. There are seven vacancies.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

CBDC4, which includes the cross-border areas of Hoedspruit, Makutswi, Letsitele,
Grawvelotte, Tzaneen, Bushbuckridge North, South and Midlands, Kruger National Park
and Sabie Park, have the following staff complement:

e Two registered directors of finance,
e Seven managers (middle management),
e Thirty-two support staff (finance department).

The above human resources are available to the six municipalities that will make up
CBDC4. The town treasurers have a combined 11 years' experience. The staff
complement is inadequate, so the reassigning and/or relocating of human resources
skills from other owverstaffed municipalities should be considered. There is a definite
lack of support staff. There currently are five vacancies.
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Assessment of revenue rates

The income of CBDC4 is diverse and is based on tourism, seasonal hunting, forestry
and agriculture. With a revenue population base of 631 601 people it has an income-
grant ratio of about 2%. Income per capita is very low (R16) due to the area being
mainly rural and the population being from historically disadvantaged communities.
The Kruger and Sabie game parks are also included here. Serious consideration should,
however, be given to an increase in the levy rates, currently contributing to 91% of total
income.

Assessment of efficiency
The salaries and repairs expenditure comprises the bulk of total expenses.  This
indicates that the CBDC is extremely efficient and should not pose a problem in future.

Assessment of liquidity

Cash to Accounts
current assets receivable to total
revenue
39% 12%

CBDC4 has a strong liquidity position because the area has a large tourism sector and
developed urban area within its boundaries. This municipality is not totally reliant on
grants due to its healthy liquidity. Outstanding debts are low and the council is not
cash-strapped, as is evident by the ratios reflected in the table. Continued debt
collection must be a priority to ensure good liquidity.

CONCLUSION

CBDC4 has the capacity to remain viable. The recent flood damage in the national
parks may have an adverse effect on income in the short-term. CBDC4 is therefore a
Classification 2 Category C municipality.
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