FREE STATE
MUNICIPALITIES




MUNICIPALITY FS161 Jacobsdal

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS161 is located in the southern Free State in the newly
demarcated DC16, and contains the transitional local councils of Jacobsdal,
Koffiefontein, Luckhoff, Oppermansgronde and Petrusburg in its area of jurisdiction.
DC16 was formerly part of the service area of Bloem Area Transitional District Council
with its head office in Bloemfontein; in the process of demarcation, the southern Free
State has been included in a single district municipality. FS161 is primarily an
agricultural community with the towns being important commercial centres for the
farmers to arrange for the disposal of their produce and to purchase their essential
supplies.

Population

The area comprising FS161 is agricultural in nature and consequently not densely
populated. In 1996, the population comprised 37 220 people or 9 449 households — this
represents 30,2% of the total population in DC16. The number of registered voters in the
area is given as 15 527, or 41,7% of the total population of FS161.

Population to municipal employees/managers ratios

While the number of municipal employees in the service area of FS161 is comparable to
the rest of the Free State, the number of municipal management staff is relatively high:
there are 203 employees, 18 senior managers and 11 other managers. The population
numbers per municipal employee in this area of 183 is higher than the average in the Free
State; however, the number of people per municipal manager of 1 283 is the second
lowest in the Free State. It can therefore be deduced that FS161 is relatively well-
endowed with managerial capacity.

Institutional and technical capacity

FS161 has in its area of jurisdiction four municipal managers with an average of 11,75
years of experience. Two of these municipal managers are registered with appropriate
professional institutions; one is over 55 years of age but none of the four are females or
from the previously disadvantaged community. The technical area is less capacitated - in
this regard there are two chief technical officers recorded, with an average of 10,5 years’
service between them; they are both white male employees under the age of 55. In the
service area of FS161 there are four local authorities that indicated they have adequate
office equipment to undertake their responsibilities, three that have indicated their office



furniture is adequate, and four who have reported adequate office accommodation. There
is therefore adequate infrastructure in the administrative operation of FS161.

Functions

The range of functions currently carried out in the area includes those that would be
performed by a Category C municipality, namely, bulk sewerage, bulk water, fire-
fighting, integrated development planning and municipal health. In each case there is
only one local authority providing the service. There are, however, key functions
allocated to the Category C municipality (DC16) in terms of section 84(1) of the
Municipal Structures Act (Act 117 of 1998) that are not found in FS161, in particular the
provision of bulk electricity supply and municipal roads. In terms of capacity and
infrastructure to provide these services, therefore, there are severe limitations in the local
authorities comprising FS161. With the establishment of a new district municipality in
DC16, there is a also a concern as to whether it will have the necessary capacity to
perform its functions as determined by the Municipal Structures Act.

There are five transitional local councils in the service area of FS161; four of these
councils provide electricity to the communities in their service area (three of the councils
have reported that the electricity supply network is adequate). Three of the local
authorities provide water-borne sanitation in their service area; two have reported
adequate infrastructure. Three local councils provide a water distribution network, all of
which have indicated that the network is adequate. While progress has been made in
respect of the infrastructure for basic service delivery, there are still backlogs that need to
be addressed. The local authorities in FS161 currently perform other functions, including
21 Schedule 5 functions and 12 Schedule 4 functions.

FS161 is relatively well-endowed with local government capacity, both in terms of the
quantity and quality of management and staff, for non-financial functions. There s,
however, concern with regard to the transformation process in the service area of FS161,
as none of the senior municipal managerial functionaries include previously
disadvantaged individuals. With regard to the provision of basic service-delivery
infrastructure, considerable progress has been made, however, there are still backlogs to
be addressed, particularly in regard to water and sanitation. The range of Schedule 4 and
Schedule 5 functions performed Iocally is well above that envisaged in the Board’s
recommendations for a Classification 4 Category B municipality, but seems appropriate
in relation to the human resources located there.



FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has three financial directors/treasurers who have a combined
experience of 12 years. Of the financial directors/treasurers in the local authority two are
registered. They have one manager as well as six other staff. The possibility exists that
excess finance staff, except in middle management, may be available in certain positions
in the treasury department after amalgamation.

Assessment of revenue base

Total income|Rates and generalRates income|[Trading  services|Economic  services
per capita income per capitalper capita income per capita [income per capita
R539 R262 R40 R209 R68

The percentage of grants to total income is low at 7% of total income, which indicates
dependency on external grants. The total income per capita is only R539 and the rates
per capita R40, which indicates the possibility that flat rates are charged on properties, or
that low tariffs are being charged. Income per household is R2 012, which places a
restriction on the potential income of the local authority.

Economic services income per capita is R68, which is an indication of a very low income
base from economic services. The electricity supply to the area is not entirely in the
hands of the municipality; thus, the surplus generated is exported to other areas. If this
surplus is retained the municipality’s viability will improve. Of the total population for
this area, a large section is unemployed — 4 022 out of 37 220 (10,81%), which, if
improved, would result in a substantial increase in income from rates and/or trading
services. This, in turn, could potentially lead to a decreased dependency on grants.

Income mix as percentage of total income

Rates and general income 48,6
Electricity income 23,0
Water Income 13,2
Other income 8,2
Grant income 7,0
Total 100,0




Assessment of efficiency

Total expenditure . . Bulk waterBulk electricity
as percentage Ofszlracreliiage ?)i‘ls:ﬁ:?el;iage %Si purchases purchases as
total Income total expenditure [total expenditure percentage  ofpercentage of
(excluding grants) sales sales

102% 48% 6% 11% 58%

Electricity bulk purchases represent 58% of sales, which is an indication of high
reticulation losses and high bulk price of electricity due to the long distance from the
power stations. This can affect the viability of the local authority. Only 6% of total
expenditure was on repairs and maintenance, which could lead to a greater burden on the
local authority in the future. Salaries comprise a substantial portion of total expenses at
48%, negatively impacting on the primary function of service delivery.

The municipality has sufficient experience and capacity at finance-director level;
however, a training programme will need to be implemented to improve capacity at
middle-management level. A more effective credit-control process will need to be
introduced to improve the cash-flow situation; similarly, a process must be introduced to
reduce the salary and wage bill to within the norm. The impact of the reticulation losses
in electricity must be addressed to improve the revenue position of the municipality.

Assessment of liquidity

Current ratio Cash tolJAccounts receivable[Total debt to[Total debt pern
current assets|to total revenue current revenue |capita
0551 4% 38 % 78 % R421

The current ratio is 0,55:1. Although this ratio indicates that the local authority is liquid,
this may however not be the case because some of the investments may be trust funds
meant for specific projects, or cash is tied up in debtors. If investments are excluded from
current assets, then the current ratio is less than one, which is of serious concern The
ability to pay current expenditure is in jeopardy if credit control procedures are not
enhanced.

CONCLUSION

Based on the level of budgeted income and the adequate institutional capacity, FS161 is
regarded as a Classification 4 Category B municipality.



MUNICIPALITY FS162 Bethulie

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS162 is located in the southern Free State in the newly
demarcated DC16. FS162 has in its area of jurisdiction the transitional local councils of
Bethulie, Edenburg, Fauresmith, Gariepdam, Jagersfontein, Phillippolis, Reddersburg,
Springfontein and Trompsburg. The national road (N1) between Johannesburg and Cape
Town passes through FS162 — the towns of Edenburg, Trompsburg and Springfontein are
situated adjacent to the N1. DC16 was previously part of the service area of the former
Bloem Area Transitional District Council with its head office in Bloemfontein; in the
process of demarcation, the entire southern Free State has been included in a single
Category C municipality, DC16. FS162 comprises primarily an agricultural community
where the towns in its area of jurisdiction play a key role as commercial centres to the
farming communities that surround them.

Population

The population of FS162 is the largest of the Category B municipalities in DC16. In
1996, it comprised of 49 906 people (40,5% of the total population of DC16), or 13 134
households. The number of registered voters in the area is given as 21 466 (43,0% of the
total population of FS162).

Population to municipal employees/managers ratios

The large number of transitional local councils included in the boundary of FS162 is
reflected in the ratio of population number to municipal employees and, to a lesser extent,
in the ratio of population number to municipal managers. According to the information
provided there are currently 447 municipal employees, 27 senior municipal managers and
nine other managers located in the service area of FS162. The population number per
municipal employee of 112 is the lowest of all Category B municipalities in the Free
State, while the population number per municipal manager of 1 386 is among the lowest
in the province. From these ratios can be deduced that the number of employees in FS162
is higher than required to staff FS162; the Category B municipality is also well-endowed
with managerial capacity.

Institutional and technical capacity

There are nine municipal managers in the local authorities that make up FS162, with an
average of 9,25 years’ experience; of these five are registered with appropriate
professional institutions. There is one female among the nine municipal managers, while
a further two are from a previously disadvantaged background, three of the municipal



managers, however, are over the age of 55. The situation with regard to technical
management in FS162 is also encouraging. There are four chief technical officers
employed in the service area of FS162, with an average experience level of 11,75 years.
One of these chief technical officer incumbents is registered with a professional body;
three have been drawn from a previously disadvantaged background and one is over the
age of 55.

In the service area of FS162 there are six local authorities that have reported that their
office equipment is adequate to fulfil their responsibilities, seven that have indicated that
their office furniture is adequate, and five that have reported that they have adequate
office accommodation. FS162 is therefore well capacitated in this regard.

Functions

The range of functions carried out in the area include those that would normally be
performed by a Category C municipality, such as bulk sewerage, bulk supply of
electricity, bulk supply of water, fire-fighting, integrated development planning,
municipal health, municipal roads, and solid-waste disposal. What is further encouraging
is that, in the case of a number of these functions, they are performed by four or five of
the local authorities in the area. With the likely lack in capacity of the newly demarcated
DC16, it appears as though FS162 could provide those services specified in section 84(1)
of the Municipal Structures Act (Act 117 of 1998) as being the responsibility of the
district municipality.

There are nine transitional local councils in the service area of FS162. Of these local
councils, five provide electricity to consumers in their service area (all five local councils
have reported an adequate electricity supply network), while six local councils provide
water-borne sanitation (again all have reported adequate infrastructure). Seven of the
transitional local councils in FS162 have a water distribution network; six of these
councils have indicated that the infrastructure is adequate. While progress has been made
with regard to basic service delivery infrastructure, there are still backlogs that need to be
addressed. In addition, the local authorities in FS162 currently perform other functions,
including 26 Schedule 5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has five financial directors/treasurers in its area who have a
combined experience of six years. Of the financial directors/treasurers in the local
authority one is registered. They have no managers but 14 other support staff. The
shortage of managers may impact on treasury service delivery. While the municipality
has adequate capacity at finance director level, the level of experience is somewhat
limited; however, there is a dearth of capacity at middle management level — this will
need to be addressed by implementing an appropriate training programme.



Assessment of revenue base

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

R685 R403 R63 R242 R41

In this mainly agricultural area the percentage of grants to total income is 18%, which
indicates reliance on external grants. The total income per capita is only R685; the rates
per capita are R63, which indicates the low activity of the local authority in the area.
Income per household is R1 624, which places a restriction on the potential income of the
local authority. Economic services income per capita is R41, which is an indication of a
very low income base. Of the total population of this area a large section is unemployed,
5 431 out of 49 906 (10,88%) which, if improved, would result in a substantial increase
in income from rates and/or trading services. This, in turn, could potentially lead to a
decreased dependency on grants. The electricity supply to the area is not entirely in the
hands of the municipality; therefore, the surplus generated is exported to other areas. If
this surplus is retained, the municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 46,9
Electricity income 22,3
Water income 115
Other income 13
Grant income 18,0
Total 100,0

Assessment of efficiency

Total expenditure as| Salaries as Repai Bulk water Bulk electricity
ercentage of total |percentage of epalrs as purchases as purchases as
P income total percentage of ercentage of | percentage of sales
. . total expenditure P g P g
(excluding grants) | expenditure sales
115% 48% 3% 36% 66%

Electricity bulk purchases represent 66% of sales, which may be an indication of high
reticulation losses and high bulk price of electricity due to the long distance from the
power-generating power stations. Only 3% of total expenditure was on repairs and
maintenance, which could lead to a greater burden on the local authority in the future.
The high salary element at 48% is a cause for serious concern and negatively impacts on

service delivery.

A more effective credit-control process will need to be introduced to improve the cash-
flow situation; similarly, an urgent rationalisation process is required to reduce the salary
and wage bill to within the norm. FS162 is also negatively impacted on by the loss of



revenue as a result of shortcomings in the electricity reticulation network. As
consequence, therefore, there is a measure of dependence on grant income.

Assessment of liquidity

Current ratio

Cash to
current assets

Accounts receivable
to total revenue

Total debt to
current revenue

Total debt per
capita

0,251

4%

35%

166%

R1140

The current ratio and the cash position are both of concern.Credit control management
seems reasonable but the debt level is too high.Increased and alternative revenues are to

be generated otherwise the ability to cover current expenses will be at risk.

CONCLUSION

FS162 is regarded as a Classification 4 Category B municipality based on its budgeted

income and the adequate institutional capacity.




MUNICIPALITY FS163 Rouxville, Zastron TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS163 is located in the southern Free State in the newly
demarcated DC16. It has in its area of jurisdiction the transitional local councils of
Rouxvill, Smithfield and Zastron. The eastern boundary of FS163 forms part of the
international border between South Africa and Lesotho. DC16 was previously part of the
service area of the former Bloem Area Transitional District Council with its head office
in Bloemfontein; in the process of demarcation, the entire southern Free State has been
included in a single Category C municipality, DC16. The service area of FS163 consists
primarily of an agricultural community with the towns providing important access as
commercial centres for farmers to arrange for the disposal of their produce and to
purchase their essential supplies.

Population

The area comprising FS163 is agricultural in nature and consequently not densely
populated. In 1996, the population comprised 36 248 people (29,4% of the total
population in DC16), or 8 775 households. The number of registered voters in the area is
given as 22 781, 62,8% of the total population of FS163, by some margin the highest in
DC16.

Population to municipal employees/managers ratios

While the number of municipal employees in the service area of FS163 provides a
population-number-to-municipal-employee ratio that is in line with FS161 (similar size of
population and number of transitional local councils), this is not true of the level of
managerial capacity. According to the information provided there are currently 225
municipal employees, 12 senior municipal managers and five other managers in FS163’s
service area. The population number per municipal employee of 161 is in line with other
predominantly agricultural municipalities in the Free State, but the population number per
municipal manager of 2 132 is significantly higher than other agricultural areas and the
highest of the Category B municipalities in DC16.

Institutional and technical capacity

There are three municipal managers in the local authorities that make up FS163, with an
average of 18 years’ experience, all three are registered with appropriate professional
institutions.  There are no females or previously disadvantaged individuals incumbent in
the three municipal manager posts, neither are any of the present incumbents over 55
years of age. There are also three chief technical officers employed in the service area of
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FS163, with an average level of experience spanning seven years. Only one of these
incumbents, none of whom are females or from a previously disadvantaged background,
is registered with a professional body; none of the three are over 55 years of age. Despite
the relatively high population number per municipal manager, FS163 is well-capacitated
from a managerial perspective, although there are issues regarding transformation that
need to be addressed.

In the service area of FS163 there are two local authorities that have reported that their
office equipment is adequate to fulfil their responsibilities, two that have reported that
their office furniture is adequate, and two that have reported that they have adequate
office accommodation. Given the small number of local authorities in FS163, this may
give rise to a need for a capital injection in order to ensure adequate infrastructure for the
administrative operation of FS163.

Functions

There is only a limited range of functions being carried out in the service area of FS163
that would be performed by a Category C municipality (as specified in Section 84(1) of
the Municipal Structures Act (Act 117 of 1998). These are the imposition of taxes, levies
and duties, integrated development planning, promotion of local tourism, and the receipt,
allocation and distribution of grants. With the establishment of a new district
municipality in DC16, there is also a concern as to whether it will have the necessary
capacity to perform its functions and powers as determined by the Municipal Structures
Act.

There are three transitional local councils in the service area of FS163; two of these
supply electricity to the consumers in their service area (in both cases the councils
reported that the electricity supply network is adequate). Two of the local authorities
provide their consumers with water-borne sanitation and two have a water-supply
distribution network (again the infrastructure is reported as being adequate in al cases).
Much progress has therefore been made in respect of basic service-delivery
infrastructure.  The local authorities in FS163 currently perform other functions including
22 Schedule 5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of 13 years. Both of the financial directors/treasurers in the local authority are
registered. They have no managers and three other staff. The possibility exists that the
local authority will be understaffed in the treasury department.

The municipality has an adequate number of finance directors with sufficient experience

in terms of the number of years’ service. The fact that capacity is lacking in the treasury
function requires the implementation of a training programme to address this deficiency.
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Assessment of revenue base

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

R384 R151 R61 R165 R68

The percentage of grants to total income is 9,8% of total income, which indicates a
dependency on external grants. The total income per capita is only R384; the rates per
capita are low at R61. Income per household is R863, which places a restriction on the
potential income of the local authority. Economic services income per capita is R68,
which is an indication of a very low income base from economic services. The electricity
supply is 28,9% of total income; however, the electricity supply to the area is not entirely
in the hands of the municipality, and the surplus generated is exported to other areas. If
this surplus is retained, the municipality’s viability will improve.

Income mix as percentage oftotal income
Rates and general income 394
Electricity income 289
Water income 141
Other income 78
Grant income 9,8
Total 100,0

Assessment of efficiency

Total expenditure as| Salaries as Repairs as Bulk electricity
percentage of total |percentage of| percentage of | purchases as

income total total percentage of sales
(excluding grants) | expenditure | expenditure
138% 43% 4% 50%

Electricity bulk purchases represent 50% of total sales. Only 4% of total expenditure was
on repairs and maintenance, which could lead to a greater burden on the local authority in
the future. Salaries are another major element in expenses and will negatively impact on
the primary services-delivery function of the municipality.

A more effective credit-control process will need to be introduced to improve the cash-
flow situation; similarly, a process must be introduced to reduce the salary and wage bill
to within the norm. The current long-term debt of the municipality is very high and
impacts negatively on the ability of the municipality to expand service delivery.
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Assessment of liquidity

Current ratio

Cash to

Accounts receivable

current assets| to total revenue

Total debt to
current revenue

Total debt per
capita

0,85:1

-10%

30%

39%

R150

The current ratio is weak as is the cash position.Credit control seems to be reasonably
managed whilst debt is on the high side in relation to revenue. The total debt per capita is

high and will restrict future borrowing ability.

CONCLUSION

Based on the level of budgeted income and the level of institutional capacity, FS163 is

regarded as a Classification 5 Category B municipality.
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MUNICIPALITY FS171 Dewetsdorp TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS171 is situated in the district municipalty DC17 and
contains in its area of jurisdiction the transitional local councils of Dewetsdorp,
Vanstadensrus and Wepener.  FS171 comprises primarily an agricultural community
where the towns in its area of jurisdiction play a key role as commercial centres for the
farmers to arrange for the disposal of their produce and to purchase their essential
supplies.

Population

The area comprising FS171 is agricultural in nature and consequently not densely
populated. In 1996 the population comprised 24 920 people, the smallest of the Category
B municipalities in DC17, or 6 300 households. The number of registered voters in the
area is given as 11 070, 44,4% of the total population of FS171.

Population to municipal employees/managers ratios

The limited number of transitional local councils included in FS171 is reflected in the
number of municipal employees and municipal managers. According to the information
provided there are currently 155 municipal employees, 13 senior municipal managers and
three other managers located in the service area of FS171. The population number per
municipal employee of 161 is consistent across all Category B municipalities in DC17
(albeit that they are different in character). The population per municipal manager of 1
558 is the lowest of the Category B municipalities in DC17 and the fifth lowest in the
Free State. It can therefore be deduced that FS171 is relatively well-endowed with
managerial capacity.

Institutional and technical capacity

The Category B municipality FS171 has three municipal managers with an average 13
years’ experience in its area of jurisdiction. Two of the municipal managers are
registered with professional institutions, one is female and another is from a previously
disadvantaged background. One of the three municipal manager incumbents is over 55
years of age. There are two chief technical officers recorded in the municipality, with an
average 7,5 years’ service between them, neither is a female or from a previously
disadvantaged background. In the service area of FS171 there was only one local
authority that indicated it has adequate office equipment; however, two local authorities
reported that their office furniture is adequate. Only one local authority regarded its
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office accommodation as being adequate. A capital injection will therefore be required
to ensure that there is adequate infrastructure for the administrative operation of FS171.

Functions

The range of functions currently carried out in the service area includes those that would
be performed by a Category C municipality, namely, bulk supply of electricity, bulk
supply of water, integrated development planning and municipal health.  The district
municipalty DC17 (the former Bloem Area Transitional District Council) is well-
capacitated and hence able to undertake the powers and functions allocated to a district
municipality in terms of section 84(1) of the Municipal Structures Act (Act 117 of 1998).

There are three transitional local councils in FS171’s service area; of these two supply
electricity to the consumers in their area of jurisdiction (only one of the local councils
reported that the electricity supply network was adequate). Two of the local authorities
provide water-borne sanitation; one of the councils reported that the infrastructure to
deliver the service is inadequate. All three local councils operate a water-distribution
network (in all cases with adequate infrastructure). While progress has been made in
terms of the provision of infrastructure for basic service delivery, backlogs still exist that
need to be addressed, particularly in relation to the sanitation service. The local
authorities in FS171 currently perform other functions, including 23 Schedule 5 functions
and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority lacks the capacity to fulfil its financial functions adequately.
Personnel, especially at middle-management level, will be required and training will have
to be arranged in order to develop and enhance the staff available in this area.

Assessment of revenue base

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

R444 R175 R67 R215 R54

The total income per capita is only R444; rates per capita are low at R67 in this rural area
with low tariffs. Income per household is R2 763.00, which has a restriction on the
potential income of the local authority. Economic services income per capita is R54,
which is an indication of a very low income base from economic services. The electricity
supply is only 28,5% of total income, underlining the fact that the electricity supply to the
area is not entirely in the hands of the municipality, thus the surplus generated is exported
to other areas. If these surpluses are retained, the municipality’s viability will improve.
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Income mix as percentage of total income
Rates and general income 39,5
Electricity income 28,5
Water income 113
Other income 20,6
Grant iIncome 01
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as . Bulk water Bulk electricity
Repairs as
percentage of total [percentage of purchases as purchases as
. percentage of
income total percentage of | percentage of sales

total expenditure

(excluding grants) |expenditure sales

132% 46% 4% 61% 59%

Electricity bulk purchases represent 59% of total sales. Only 4% of total expenditure was
on repairs and maintenance, which could lead to a greater burden on the local authority in
the future.Salaries are high and need to be closely monitored and reduced.Attempts at
further cost reduction should be undertaken and also revenue improvement in order to
reduce the shortfall between own generated revenue and expenses.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
0411 -5% 59% 163% R725

Both the current and cash ratios are indicative of cash flow constraints. Accounts
receivable is 59% of revenue, indicating a severe need for adequate credit-control
procedures to improve liquidity. The total debt per capita is high at R725, and will
restrict future borrowing ability.Debt levels are far too high in relation to revenue
generated.

CONCLUSION

Based on the level of budgeted income, FS171 is regarded as a Classification 5 Category
B municipality.
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MUNICIPALITY FS172 Bloemfontein TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS172 is situated in the district municipality DC17 and has
in its area of jurisdiction the transitional local councils of Bloemfontein, Botshabelo and
Thaba Nchu (commonly known as the BBT area). Bloemfontein is the capital city of Free
State, while Botshabelo is a former R293 town. The Thaba Nchu transitional local
council area formed part of the former independent homeland of Bophuthatswana.

The key entity in FS172 is the city of Bloemfontein, the judicial capital of South Africa.
Bloemfontein is situated in the heart of South Africa, and is located at the pivot of the
national road network that connects it to Johannesburg, Cape Town, Port Elizabeth, East
London and Durban. It has been estimated that some 70% of the trucks transporting
cargo on South African roads pass through Bloemfontein. The greater Bloemfontein
embraces the industrial nodes of Botshabelo and Thaba Nchu, giving industrialists access
to a wide pool of skilled, semi-skilled and unskilled labour, which has remained
relatively free of unrest in recent years.

Population

The population of FS172 is the largest in the Free State. In 1996 it comprised a total of
603 704 people, or 153 411 households. The population in FS172 is 27% larger than the
second-largest Category B municipality in the Free State, FS184 (situated in the Free
State gold fields in the Welkom area). The number of registered voters in the area is
given as 315 482 (52,3% of the total population of FS172) — this reflects the
predominantly urban nature of this Category B municipality.

Population to municipal employees/managers ratios

According to the information provided there are currently 3 628 municipal employees, 18
senior municipal managers and 69 other managers in FS172’s service area. In spite,
therefore, of having the largest population in the Free State, FS172 is well served in terms
of municipal employees. The population number per municipal employee of 166 is
consistent with the other municipalities in DC17, and below the average for Free State as
a whole. The population per municipal manager of 6 939 is the third highest in Free
State; however, this is understandable given the large concentration of population in the
city of Bloemfontein.
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Institutional and technical capacity

There are three municipal managers in the local authorities that make up FS172; they
have an average of 6,7 years of experience. Two of these municipal managers are
registered with appropriate professional institutions, and two are from previously
disadvantaged backgrounds. There are four chief technical officers located in FS172,
with an average of seven years’ experience. Three of these technical persons are
registered with professional institutions, and two of them are from previously
disadvantaged backgrounds. One of the chief technical officer incumbents is over the age
of 55.

In the service area of FS172 all three local authorities indicated that their office furniture
IS adequate to fulfil their requirements. However, only two of the local authorities
indicated that their office equipment was adequate, and only one reported that its office
accommodation was adequate. Given the nature of the local authorities that make up
FS172, the municipality is nevertheless well-capacitated in terms of administrative
infrastructure.

Functions

The range of functions carried out in the area include those that would normally be
performed by a Category C municipality, such as bulk sewerage, bulk supply of
electricity, bulk supply of water, integrated development planning, municipal roads and
solid-waste disposal. It is important to note, however, that without exception these
functions are provided by only one of the local authorities in FS172. The district
municipality, DC17, comprises the former Bloem Area District Council and is well-
capacitated to provide the services specified in section 84(1) of the Municipal Structures
Act (Act 117 of 1998) as being the responsibility of the district municipality.

All three transitional local councils in FS172 provide electricity to the communities; two
of the local councils reported that the -electricity-supply network available is adequate.
Two of the local authorities in FS172 provide water-borne sanitation; again, only in one
case is the infrastructure regarded as adequate. All three local councils operate a water-
distribution network where the infrastructure is reported as adequate. The backlogs in
basic service delivery exist primarily in the service areas of Botshabelo and Thaba Nchu.
In addition, the local authorities in FS172 currently perform other functions including 21
Schedule 5 functions and 13 Schedule 4 functions.
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FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of 19 vyears in treasury. Of the financial directors/treasurers in the local
authority two are registered. They have seven managers as well as 254 support staff.
The possibility exists that excess personnel may be available in certain positions in the
treasury department.

Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita

R1,104 R433 R176 R601 R71

The total mcome per capita is only R1,104, which has a bearing on the local authority’s
ability to generate income. The rates per capita are R176. Income per household is R3
948.00, which restricts the potential income of the local authority. Economic services
income per capita is R71, which is an indication of a very low income base from
economic services. Of the total population of this area, which consists mainly of former
homelands, a large section is unemployed — 75 290 out of 603 704 (12,47%). If this
situation improves, it would result in a substantial increase in income from rates and/or
trading services. This, in turn, could potentially lead to a decreased dependency on
grants, even if flat rates are charged. The electricity supply amounts to 37,6% of total
income, although the electricity supply to the area is not entirely in the hands of the
municipality and the surplus pertaining to that supply therefore, is exported to other
areas. If this surplus is retained, the municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 39,2
Electricity income 37,6
Water income 154
Other income 0.4
Grant income 74
Total 100,0
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Assessment of efficiency

Total expenditure as| Salaries as Repai Bulk water Bulk electricity
ercentage of total |percentage of epairs as purchases as purchases as
P income total percentage of percentage of |percentage of sales
- : total expenditure
(excluding grants) |expenditure sales
96% 29% 10% 59% 52%

Water and electricity margins are reasonably good.Only 10% of total expenditure is on
repairs and maintenance, which could lead to greater burden on the local authority in the
future. The salary expenditure is efficient.If revenue is collected efficiently, there will
be less reliance on Grant Income.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per capita
current assets| to total revenue |current revenue
4731 45% 47% 19% R213

The current ratio is 4,73:1. Although this ratio indicates that the local authority is liquid,
this may not be the case because some of the investments may be trust funds meant for
specific projects; also, cash is tied up in debtors, looking at the accounts receivable total-
revenue indicator. Credit-control procedures need attention. Debt per capita is high for
this area. There is a need for a more effective credit-control process to be instituted to
reduce the level of debtors in FS172.

CONCLUSION

Based on the level of budgeted income, FS172 is regarded as a Classification 1 Category
B municipality and includes one of the four aspirant metropolitan areas identified by the
Board. In this regard it is envisaged that FS172 will perform all the functions of a
Category B municipality, as well as most of the functions of a district municipality.
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MUNICIPALITY FS173 Tweespruit-Kopano TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS173 is situated in the district municipalty DC17 and
contains in its area of jurisdiction the transitional local councils of Excelsior, Hobhouse,
Ladybrand, Thaba Patchoa and Tweespruit-Kopano. The eastern boundary of FS173
forms part of the international border between South Africa and Lesotho, and Ladybrand
is the nearest town in South Africa to the capital city of Lesotho, Maseru. The distance
by road between Ladybrand and Maseru is 15 kilometres, and the former has developed
into a business centre frequented by Maseru residents for shopping purposes. To a
substantial extent, however, the focus of FS173 is on agriculture, with the towns playing
a key role as commercial centres for the farming community.

Population

The area comprising FS173 is primarily agricultural in nature and hence not densely
populated. In 1996 it comprised 50 085 people, or 11 517 households. The number of
registered voters in the area is given as 23 986 (47,9% of the total population in FS173).

Population to municipal employees/managers ratios

There are relatively modest numbers of both municipal employees and managers in the
area at present. According to the information provided there are currently a total of 297
municipal employees, 11 senior municipal managers and ten other managers in the
service area of FS173. The population number per municipal employee of 169 is
consistent with the other Category B municipalities in DC17, while the population
number per municipal manager of 2 385 is below average for the municipalities in Free
State as a whole.

Institutional and technical capacity

There are five municipal managers in the local authorities that make up FS173, with an
average of 9,6 years’ experience between them; of these five, three are registered with
appropriate professional institutions, two are females, and two are from a previously
disadvantaged background. From an administrative management point of view,
therefore, FS173 is well-capacitated. The situation with regard to technical management
IS not as positive — there are two chief technical officer incumbents in the service area of
FS173, with an average of eight years’ experience between them. One of these technical
managers is professionally registered; neither are female or from a previously
disadvantaged background.
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All five local authorities in FS173 have reported that their office equipment and office
furniture were adequate to fulfil their responsibilities; four of the five local authorities
indicated that their office accommodation was adequate. There is therefore adequate
infrastructure in the administrative operation of FS173.

Functions

The functions carried out in the service area of FS173 which would normally be
performed by a Category C municipality are limited to the bulk supply of water and
solid-waste disposal. The district municipality, DC17, is the former Bloem Area
Transitional District Council, and is well-capacitated to perform those services specified
in section 84(1) of the Municipal Structures Act (Act 117 of 1998) as being the
responsibility of the district municipality.

Of the five transitional local councils in the service area of FS173, three provide
electricity to consumers in their area of jurisdiction (all three local authorities concerned
reported an adequate electricity-supply network). Three local authorities in FS173
provide a water-borne sanitation service, only one of which indicated that the
infrastructure to provide this service is adequate. All five transitional local councils
operate a water-distribution network, in all cases the infrastructure to provide the service
is regarded as adequate. Particularly in the area of sanitation there are backlogs in basic
service-delivery infrastructure that need to be addressed. In addition, the local authorities
in FS173 perform other functions, including 19 Schedule 5 functions and 12 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has three financial directors/treasurers who have a combined
experience of four years. Of the financial directors/treasurers in the local authority one is
registered. They have one manager and 16 other 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

R577 R242 R76 R250 R86

The total income per capita is only R577, which has a bearing on the local authority to
generate income. The rates per capita are R76, which indicates the possibility that flat
rates are charged on properties, or that low tariffs are being charged. Income per
household is R2 221.00, which places restrictions on the potential income growth of the
local authority. Economic services income per capita is R75.00, which is an indication of
a very low income base from economic services. Of the total population of this area, a
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large section is unemployed, 5 065 out of 50 085 (10,11%), which, if improved, would
result in a substantial increase in income from rates and/or trading services. This, in turn,
could potentially lead to a decreased dependency on grants, even if flat rates are charged.
The electricity supply is 30,0% of total income; however, the electricity supply to the
area is not entirely in the hands of the municipality, and the surplus generated therefrom
exported to other areas. If this surplus is retained the municipality’s viability will

improve.
Income mix as percentage oftotal income
Rates and general income 419
Electricity income 30,0
Water income 13,2
Other income 143
Grant income 0,6
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as . Bulk water Bulk electricity
Repairs as
percentage of total [percentage of ercentage of purchases as purchases as
income total toEc)aI expe r?diture percentage of |percentage of sales
(excluding grants) | expenditure P sales
129% 39% 5% 3% 14%

The salaries bill is high and needs to be contained or reduced. Only 5% of total
expenditure was on repairs and maintenance, which could lead to a greater burden on the
local authority in the future. Efforts should be undertaken to reduce the gap between own
generated income and expenses, otherwise the reliance on Grants will increase.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total de_ bt per
current assets| to total revenue | current revenue capita
1,50:1 9% 48% 3% R213

The current ratio is 1,50:1. Although this ratio indicates that the local authority is liquid,
this may not be the case as a major portion of current assets is locked up in accounts
receivable.  This will require major credit-control actions to rectify. A more effective
credit-control process will need to be introduced to improve the cash-flow situation.

CONCLUSION

Based on the level of budgeted income and the adequate institutional capacity, FS173 is
regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS181 Theunissen, Brandfort TLCs

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS181 is situated in the district municipality DC18
(formerly the Goldfields Transitional District Council) and has in its area of jurisdiction
the transitional local councils of Brandfort, Soutpan, Theunissen, Verkeerdeviei and
Winburg. The town of Winburg is situated adjacent to the N1 national road from
Johannesburg to Cape Town. Theunissen is situated in the southern part of the Free State
goldfields; the major focus of FS181 is, however, agriculture, where the towns in its
service area play a key role as commercial centres to the farming communities that
surround them.

Population

Since FS181 is predominantly an agricultural area, it is therefore not densely populated.
In 1996 it comprised 65 882 people (9,4% of the total population in the area of
jurisdiction of DC18), or 15 031 households. The number of registered voters is given as
30 503 (46,3% of the total population in FS181).

Population to municipal employees/managers ratios

There are relatively modest numbers of both municipal employees and municipal
managers in the FS181 service area. According to the information provided there are
currently 420 municipal employees, 17 senior municipal managers and 11 other
municipal managers in FS181. The population number per municipal employee of 157 is
the lowest of the Category B municipalities in DC18, as is the population number per
municipal manager of 2 353. The ratios for FS181 are, however, consistent with other
primarily agricultural municipalities in Free State.

Institutional and technical capacity

There are five municipal managers in the local authorities that make up FS181; these
municipal managers have an average of 12 years’ experience between them. Two of the
municipal managers are professionally registered and two are from previously
disadvantaged backgrounds. Similarly, there are four incumbents in the post of chief
technical officer with an average 8,75 years’ experience, none of these incumbents are
registered with an appropriate professional institution, neither are any female or from a
previously disadvantaged background. FS181 is therefore well-endowed with managerial

capacity.
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In the service area of FS181 there are four local authorities that have reported that their
office equipment is adequate to fulfill their responsibilities, five have indicated that their
office furniture is adequate and four have reported that they have adequate office
accommodation. There is therefore adequate infrastructure in the administrative
operation of FS181.

Functions

The range of functions carried out in the service area of FS181 that would normally be
performed by a Category C municipality is limited to bulk supply of water, imposition
and collection of taxes, levies and duties, integrated development planning, promotion of
local tourism, and the receipt, allocation and distribution of grants. The district
municipality DC18 is the former Goldfields Transitional District Council, whose area of
jurisdiction has remained substantially the same. DC18 has the capacity to provide those
services specified in section 84(1) of the Municipal Structures Act (Act 117 of 1998) as
being the responsibility of the district municipality.

There are five transitional local councils in the service area of FS181; of these four
provide electricity to consumers in their area of jurisdiction (three of the local councils
have indicated that the electricity-supply network is adequate). Three of the local
councils provide a water-borne sanitation service to consumers in their service area; in
each case the infrastructure is adequate to supply the service. All five transitional local
councils operate a water-distribution network (adequate in each case). Particularly in
respect of sanitation there are backlogs in basic service-delivery infrastructure that need
to be addressed. The local authorities in FS181 currently perform other functions,
including 21 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has four financial directors/treasurers with a combined experience of
16  years. There are no previously disadvantaged individuals in financial
director/treasurer position in this local authority. Of the financial directors/treasurers,
two are registered. They have two managers as well as 11 support staff. Sufficient

human resources should be available in this local authority.

Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita

R563 R305 R76 R191 R66

In this large mainly agricultural area the total income per capita is only R563, which has
a bearing on the ability of the local authority to generate income. The rates per capita is
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R76, which indicates a limited rates base. Income per household is R2 534.00, which
restricts the potential future income of the local authority. Economic services income per
capita is R66, which is an indication of a very low income base from economic services.
Of the total population for this area, a large section is unemployed , 7 727 out of 5 882
(11,73%), which, if improved, would result in a substantial increase in income from rates
and/or trading services. This, in turn, could potentially lead to a decreased dependency on
grants, even if flat rates are charged. The electricity supply is low at 18,0 % of total
income. The electricity supply to the area is not entirely in the hands of the municipality,
thus the surplus generated therefrom is exported to other areas. If this surplus is retained

the municipality’s viability will mprove.

Income mix as percentage of total income
Rates and general income 54,3
Electricity income 18,0
Water income 81
Other income 132
Grant income 6,4
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as Repairs as Bulk water Bulk electricity
percentage of total [percentage of purchases as purchases as
income total percentage of percentage of [percentage of sales
- : total expenditure
(excluding grants) |expenditure sales
97% 55% 3% 4% 54%

Electricity bulk purchases represent 54% of electricity sales, which is an indication of a
reasonable markup on electricity, which has a positive effect on the viability of the local
authority. Unfortunately, electricity turnover is low. Only 3% of total expenditure were
on repairs and maintenance, which could lead to a greater burden on the local authority in
the future. The salaries expenditure is high and this will continue to negatively affect the
main function of service delivery unless retrenchments are effected. A process must be
introduced to reduce the salary and wage bill to within the norm.If revenues are collected
efficiently, it will result in less reliance on grants.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per capita
current assets| to total revenue |current revenue
1,29:1 2% 65% 56% R314

Both the current and cash ratios are weak,impeding the ability to pay current expenditure
out of own liquid funds. The high accounts receivable demand the enhancement of credit-
control procedures to ensure the continuing viability of this structure. A more effective
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credit-control process will need to be introduced to improve the cash-flow situation.Debt
is too high and needs to be reduced.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
FS181 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS182 Boshof TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS182 is situated in the district municipality DC18
(formerly the Goldfields Transitional District Council) and has in its area of jurisdiction
the transitional local councils of Boshof, Dealesville and Hertzogvill. The towns of
Boshof and Dealesville are situated along the main road (R64.00) between the capital city
of Free State, Bloemfontein, and the capital city of Northern Cape, Kimberley. FS182 is
primarily an agricultural area with a strong linkage between the towns that play a key role
as commercial centres to the farming communities that surround them.

Population

The population of FS182 is the smallest of the Category B municipalities in DC18 and
the second smallest in Free State as a whole. In 1996, it comprised 25 163 people (3,6%
of the total population of DC18), or 6 142 households. The number of registered voters
in the area is given as 10 746 (42,7% of the total population of FS182).

Population to municipal employees/manager ratios

There are relatively modest numbers of both municipal employees and municipal
managers in the FS182 service area; according to the information provided there are at
present 153 municipal employees, five senior municipal managers and one other
municipal manager. The population number per municipal employee of 164 is consistent
with other predominantly agricultural Category B municipalities in Free State, but the
population number per municipal manager of 4 194 is considerably higher than
comparative municipalities in Free State.

Institutional and technical capacity

The Category B municipality FS182 has in its area of jurisdiction three municipal
managers with an average of nine years’ experience between them. None of the three
municipal managers is professionally registered; one of them is from a previously
disadvantaged community. There is, however, no technical managerial capacity in the
service area of FS182. While there appears to be adequate administrative capacity to
manage the operation of FS182, there is a clear need for technical management support to
be provided in the first instance by the district municipality DC18. Of the three local
councils situated in FS182, two have indicated that their office equipment is adequate to
fulfil their responsibilities, two have similarly reported that their office furniture is
adequate, and two have indicated that they have adequate office accommodation. As a
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consequence, it appears that there is adequate infrastructure in the administrative
operation of FS182.

Functions

Despite the lack of technical management capacity, the range of functions currently
carried out in the area includes those that would be performed by a Category C
municipality, namely, bulk supply of electricity, bulk supply of water, fire-fighting,
integrated development planning, municipal health and solid-waste disposal. The district
municipality DC18 is the former Goldfields Transitional District Council and should
have the capacity to provide those services specified in section 84(1) of the Municipal
Structures Act (Act 117 of 1998) as being the responsibility of the district municipality.

There are three transitional local councils situated in the service area of FS182. Of these
two local authorities supply electricity to consumers in their area of jurisdiction; in both
cases the local authorities have reported that the electricity supply network is adequate.
Two local councils provide consumers with water-borne sanitation — in one case the local
authority has indicated that the infrastructure to provide the service is not adequate. A
water-distribution network is operated by two of the local councils; both have expressed
satisfaction with the adequacy of the infrastructure available for this service. While
progress has been made in terms of basic service-delivery infrastructure development,
there are still backlogs (particularly in terms of sanitation) that need to be addressed. In
addition, the local authorities in FS182 currently perform other functions, including 25
Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of 10 years. Neither of the financial directors/treasurers is registered with
professional bodies. They have no managers and five support staff. The possibility
exists that a shortage of support staff may be required in this local authority.

Assessment of revenue base

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

R495 R338 R33 R130 R26

The dependency on grants is high. The total income per capita is only R495, which has a
bearing on the local authority to generate income. The rates per capita are R33; income
per household is R1 746.00, which restricts the potential future income of the local
authority. Economic services income per capita is R26, which is an indication of a very
low income base from economic services. The electricity supply is low at 20,3% of total
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income. The electricity supply to the area is not entirely in the hands of the municipality,
thus the surplus generated is exported to other areas. If this surplus is retained the
municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 60,9
Electricity income 20,3
Water income 6,0
Other income 1,7
Grant income 111
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as Repai Bulk water Bulk electricity
epairs as
percentage of total |percentage of percentage of purchases as purchases as
income total total expenditure| P rcentage of | percentage of
(excluding grants) | expenditure P sales sales
111% 46% 6% 3% 76%

Electricity bulk purchases represent 76% of electricity sales, which may be an indication
of massive reticulation losses, thus affecting the viability. Only 6% of total expenditure
was on repairs and maintenance, which could lead to a greater burden on the local
authority in the future. The salaries expenditure is high at 46% of own generated income,
and this will continue to negatively affect the main function of service delivery, unless
retrenchments are effected.

A process must be implemented to reduce the salary and wage bill to within the norm.
The impact of the reticulation losses in electricity must be addressed to improve the
revenue position of the municipality. Generally, efforts should be undertaken to reduce
the gap between own revenue and expenses in order to reduce the dependency on Grants.

Assessment of liquidity

Current ratio

Cash to current
assets

Accounts receivable

to total revenue

Total debt to
current revenue

Total debt per
capita

1981

27%

28%

26%

R128

The current ratio is reasonable and the cash position is satisfactory if the levels of debtors
collections are maintained or improved.Total debt must also be reduced.

CONCLUSION

Based on the level of budgeted income generated in the municipality and the low level of
institutional capacity, FS182 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY FS183 Bultfontein TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS183 is situated in district municipality DC18 (formerly
the Goldfields Transitional District Council) and contains the transitional local councils
of Bultfontein and Hoopstad. The service area of FS183 is primarily agricultural in
nature and the towns play a key role as commercial centres for the farming communities
that surround them.

Population

The FS183 service area includes only two towns and is primarily rural in nature and,
hence, not densely populated. In 1996, the population comprised 51 656 people (7,4% of
the total population of DC18), or 11 373 households. The number of registered voters in
the area is given as 20 118 (38,9% of the total population of FS183).

Population to municipal employees/manager ratios

There are modest numbers of both municipal employees and municipal managers in the
service area of FS183; this is a reflection of the fact that there are only two transitional
local councils in the FS183 area of jurisdiction. According to the information provided
there are at present 210 municipal employees, six senior municipal managers, and five
other municipal managers. The population number per municipal employee of 246 is
higher than other primarily agricultural Category B municipalities in Free State;
similarly, the population number per municipal manager of 4 696 is the fifth highest
among the Category B municipalities in Free State.

Institutional and technical capacity

The Category B municipality FS183 has two municipal managers with an average of
seven years’ experience. One of the incumbent municipal managers is registered with an
appropriate professional institution; one has a previously disadvantaged background.
From a technical perspective, there is only one chief technical officer employed in the
service area of FS183; this person, who is professionally registered but not a female or
from a previously disadvantaged community, has 13 years’ experience. From both an
administrative and technical perspective, FS183 is relatively well-endowed with
managerial capacity.

Both the transitional local councils in the service area of FS183 have reported that their
office equipment, office furniture and office accommodation are adequate for them to
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fulfil their responsibilities. There is therefore no question regarding the adequacy of the
infrastructure of the administrative operation of FS183.

Functions

The range of functions currently carried out in the service area of FS183 that would be
performed by a Category C municipality is limited to the promotion of local tourism, and
the receipt, allocation and distribution of grants. In terms of section 84(1) of the
Municipal Structures Act (Act 117 of 1998), the services that are the responsibility of the
district municipality are specified. In this regard it is noted that DCI18’s area of
jurisdiction reflects little change from that of the former Goldfields Transitional District
Council, and it should have the capacity to provide the services as specified.

Both local authorities in the area of jurisdiction of FS183 provide electricity to consumers
in their service area; in each case the local authority has indicated that the electricity-
supply network is adequate. Only one of the local authorities provides its consumers
with water-borne sanitation, the infrastructure to provide this service is adequate. While
both local authorities have a water distribution network in their service area, only in one
case is the infrastructure regarded as adequate to deliver the service. While progress has
been made in the provision of basic service-delivery infrastructure, there are still
backlogs in the provision of water and sanitation that need to be addressed. The local
authorities in FS183 currently perform other functions, including 19 Schedule 5 functions
and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

FS183 has one Financial Director who is not registered with any professional body. The
possibility exists that additional staff in middle management as well as training may be

needed in this local authority.

Assessment of revenue base

Total income |Rates and general Trading services | Economic services
per capita |income per capital income per capita | income per capita

R560 R432 R70 R58

The total income per capita is only R560, which has a bearing on the local authority’s
ability to generate income. Income per household is R2 541.00, which restricts the
potential future income of the local authority.Economic-services income per capita is
R58, which is an indication of a very low income base from economic services. The
electricity supply is low at 7,6% of total income, as the electricity supply to the area is
not entirely in the hands of the municipality. The surplus generated from those sales are
earned elsewhere.If this surplus is retained, the municipality’s viability will improve.
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Income mix as percentage of total income
Rates and general income 77,2
Electricity income 7,6
Water income 49
Other income 10,3
Total 100,0

Assessment of efficiency

Total expenditure as| Salaries as Repai Bulk water Bulk electricity
ercentage of total |percentage of epairs as purchases as purchases as
P income total percentage of ercentage of |percentage of sales
. ) total expenditure
(excluding grants) | expenditure  expendi P salesg i )
136% 44% 4% 35% 65%

Electricity bulk purchases represent 65%, which is marginally above the norm. Only 4%
of total expenditure was on repairs and maintenance, which could lead to a greater burden
on the local authority in the future.The salary bill is too high and efforts should be
undertaken to reduce this item.Generally, further attempts should be made to
reduce/eliminate the difference between income and expenditure.

Assessment of liquidity

Accounts
Current ratio cur?ear?tha;(;e 1| rece ivable to Total drili)/';:&gurre "\ Total debt per capita
total revenue
1,28:1 -18% 50% 46% R257

Both the current and cash ratios are weak and have to be improved considerably in order
to meet current expenditure.Credit control must also be improved substantially to
generate more cash.Total debt per capita is relatively high for this area.Total debt must
also be reduced.

CONCLUSION

Based on the level of budgeted income and the modest institutional capacity in the
municipality, FS183is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS184 Welkom TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS184 is situated in district municipality DC18 (formerly
the Goldfields Transitional District Council) and contains the transitional local councils
of Allanridge, Henneman, Odendaalsrus, Ventersburg, Virginia and Welkom. The head
office of the Goldfields Transitional District Council is situated in Welkom. FS184 is the
heart of the gold-mining region of Free State. Welkom is South Afiica’s newest town,
established on the farm Welkom in 1946 after gold was discovered there. It is Free
State’s second largest city and the core of the geological windfall that befell Free State.
The economy of FS184 is highly dependent on mining (uranium in addition to gold),
which constitutes more than 80% of the GGP. In recent years, however, the gold-mining
industry has gone into decline, mainly as a consequence of the fall in the gold price.
While the mining industry is in decline, it is still a vital part of the economy of FS184 and
will continue to be so in the immediate future.

Population

The area comprising FS184 has the largest population of the Category B municipalities in
DC18 and the second largest in Free State as a whole. In 1996 the population comprised
476 927 people, or 110 725 households. The number of registered voters in the area is
given as 202 261, 42,4% of the total population of FS184.

Population to municipal employees/managers ratios

According to the information provided, the number of municipal employees in the service
area of FS184 is 2 560; there are also 23 senior municipal managers and 26 other
municipal managers in the Category B municipality. The population number per
municipal employee of 186 is comparable to the majority of the Category B
municipalities in Free State, and reflects the impact of the number of transitional local
councils included in the service area of FS184. The population number per municipal
manager of 9 733 is the second highest in Free State.

Institutional and technical capacity

FS184 has in its area of jurisdiction six municipal managers with an average of 10 years
of experience. Three of the incumbents in the post of municipal manager are registered
with an appropriate professional institution, while two have been drawn from previously
disadvantaged backgrounds. There is also capacity in FS184 in terms of technical
management, there are four chief technical officer incumbents with an average of 12
years’ experience, only one is professionally registered and none of the incumbents are
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females or from previously disadvantaged backgrounds. The ratio of population to
municipal management is high and reflects the need to augment municipal managerial
capacity in FS184.

In the service area of FS184 there are three local authorities that indicated they have
adequate office equipment to undertake their responsibilities, three that have indicated
that their office furniture is adequate, and two that have reported adequate office
accommodation. This information is indicative of an administrative operation that is
stretched and due consideration may need to be given to the implementation of a capital
programme to improve the administrative infrastructure of FS184.

Functions

The range of functions currently carried out in the service area of FS184 includes those
that would be performed by a Category C municipality, namely, bulk sewerage, bulk
supply of electricity, bulk supply of water, integrated development planning, municipal
health and solid-waste disposal. In terms of section 84(1) of the Municipal Structures Act
(Act 117 of 1998), a range of services is specified that are the responsibility of the district
municipality. In the case of DC18 - the district municipality concerned that has retained
substantially the same service area as the previous transitional district council, there is
inherent capacity in the established structure.

There are six transitional local councils in the area of jurisdiction of FS184. Five of these
local authorities supply communities in their service area with electricity; four of these
local councils have reported that the electricity-supply network in their area of operation
is adequate. Four of the local authorities provide water-borne sanitation to their
communities; one of the local authorities concerned reported that the infrastructure to
deliver this service was not adequate. Five of the local councils in FS184 have a water-
distribution network; in each case the infrastructure is adequate to supply the service.
While considerable progress has been made in terms of basic service-delivery
infrastructure, backlogs still exist, in particular with regard to the provision of water-
borne sanitation. The local authorities in the service area of FS184 currently perform
other functions, including 24 Schedule 5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has five financial directors/treasurers who have a combined
experience of 14 years. Of the financial directors/treasurers in the local authority four are

registered. They have seven managers and 152 support staff. ~ The possibility exists that
excess personnel may be available for certain positions in treasury.
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Assessment of revenue base

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

R952 R286 R146 R392 R273

The Welkom and Virginia Transitional Local Councils are the main contributors to this
structure’s revenue streams, with the main economic activity being the mines. There was
a reduction in the revenue stream as mines closed down in response to the low
international gold price. Tourism will play a bigger part in future viability if the Grand
Prix contract can be extended to include Formula one racing cars. The total income per
capita is only R952. The rates per capita are R146, due also to the large rural and
agricultural non-ratable areas. Income per household is R2 387.00. Economic services
income per capita is R273, which is an indication of a very low income base from
economic services. Of the total population for this area, a large section is unemployed —
60 333 out of 476 927 (12,65%), which, if improved, would result in a substantial
increase in income from rates and/or trading services. This, in turn, could potentially lead
to a decreased dependency on grants. Grants are not part of the current income streams,
but this structure is clearly in need of this source of revenue given its current liquidity
position. The electricity supply is low at 24,3% of total income, but the electricity supply
to the area is not entirely in the hands of the municipality, (especially electricity supply to
the mines with the corresponding easy debtors recovery), thus the surplus generated is
exported to other areas. If this surplus is retained, the municipality’s viability will
improve considerably.

Income mix as percentage of total income
Rates and general income 30.1
Electricity income 24.3
Water income 16.1
Other Income 28.9
Grant income 0.6
Total 100,0

Assessment of efficiency

Total expenditure as| Salaries as Repairs as Bulk water Bulk electricity
percentage of total | percentage of | percentage of | purchases as purchases as
income total total percentage of [percentage of sales
(excluding grants) | expenditure | expenditure sales
1,853% 4% 78% 25% 21%

Total Expenditure is far in excess of the revenue generated before Grant Income.This gap
is unacceptably high and needs to be addressed as a matter of urgency The salary ratio
appears low ,but the base (total expenditure) is excessively high.The high repair bill is
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cause for concern and needs further analysis.The electricity margin seems too
high.Additional revenue streams should also be sourced.
Assessment of liquidity

Cashto |Accounts receivable| Total debt to

Current ratio
currentassets| to total revenue | current revenue

Total debt per capita

0, 791 7% 45% 74% R708

Both the current and cash ratios are too low.In order to generate more cash, more
stringent application of the credit control policies should be implemented as the accounts
ratio is far too high.Efforts should be made to reduce the debt ratio very substantially.

CONCLUSION

Based on the level of budgeted income and the good institutional capacity in the
municipality, FS184 is regarded as a Classification 2 Category B municipality,
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MUNICIPALITY FS185 Wesselbron, Bothaville TLCs

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS185 is situated in district municipality DC18 (the former
Goldfields Transitional District Council) and has in its area of jurisdiction the transitional
local councils of Bothaville and Wesselsbron. FS185 is a maize-producing region of
significance in South Africa, and the towns have been developed as commercial centres
for the farming communities that surround them.

Population

The population of FS185 is the second largest of the Category B municipalities in DC18.
In 1996, it comprised 81 121 people (11,6% of the total population of DC18), or 18 234
households. The number of registered voters in the area is given as 37 449 (46,2% of the
total population of FS185).

Population to municipal employees/managers ratios

There are only two transitional local councils in the service area of FS185. According to
the information provided the number of municipal employees in the Category B
municipality is 388; in addition, there are 11 senior municipal managers and 13 other
municipal managers. The population number per municipal employee of 209 is the third
highest among Category B municipalities in Free State and reflects the limited existing
municipal structures. The population number per municipal manager of 3 380 is the
seventh highest among Category B municipalities in Free State, FS185 is relatively well-
endowed with managerial capacity.

Institutional and technical capacity

The Category B municipality has in its area of jurisdiction two municipal managers with
an average of 14 years’ experience; both of these incumbents are registered with
appropriate professional institutions. One of the municipal managers has a previously
disadvantaged background — it is further noted that one of the two incumbents is over the
age of 55. The position is similar in respect of technical management. FS185 has two
incumbents in the post of chief technical officer with an average of 13,5 years’
experience between them.  Neither of the incumbents are professionally registered;
neither are female or come from a previously disadvantaged background. One of the
technical managers, however, is over the age of 55. FS185 has municipal managerial
capacity, the fact that 50% of this capacity is over the age of 55 requires consideration
during succession planning.
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Both the local authorities in the service area of FS185 have reported that they have
adequate office equipment, office furniture and office accommodation to undertake their
responsibilities. FS185 is therefore adequately catered for in terms of administrative
infrastructure.

Functions

Section 84(1) of the Municipal Structures Act (Act 117 of 1998) specifies the functions
and powers that are the responsibility of a district municipality. It is, however, possible
for a Category B municipality to perform the functions and exercise the powers specified
for a district municipality in its own area of jurisdiction. In the case of FS185 these are
limited to the imposition and collection of taxes, levies and duties, integrated
development planning, and the receipt, allocation and distribution of grants. DC18 has
retained to a substantial degree the service area of the former Goldfields Transitional
District Council, it has the capacity to undertake the responsibilities as indicated by the
Municipal Structures Act.

Of the two transitional local councils in FS185, only one supplies electricity to consumers
in its service area, the local authority concerned reported that the electricity-supply
network is adequate. Both local authorities supply water-borne sanitation, in the case of
one local council, however, the infrastructure to deliver the service is not adequate. Both
local authorities operate a water-distribution network with an adequate infrastructure.
Only in as far as sanitation is concerned is there a need to upgrade basic service-delivery
infrastructure in the service area of FS185. The local authorities in FS185 currently
perform other functions, including 22 Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of seven years. Both financial directors/treasurers are registered. They have
three managers and 19 support staff. This local authority has sufficient human resources
to run the treasury department.

Assessment of revenue base

Total income |Rates and general Rates income| Trading services
per capita |income per capital per capita |income per capita

R525 R229 R51 R297

The total income per capita is only R525, and the rates per capita a low R510 - this is due
to the rural agricultural character of this area. Income per household is R2 368.00, which
places a restriction on the potential income of the local authority. The electricity supply
is low at 29,1% of total income, but the electricity supply to the area is not entirely in the
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hands of the municipality, thus the surplus generated therefrom is exported to other areas.
If this surplus is retained the municipality’s viability will improve. Of the total population
for this area, a large section is unemployed, 8 536 out of 81 121(10,52%), which, if
improved, would result in a substantial increase in income from rates and/or trading
services. This, in turn, could potentially lead to a decreased dependency on grants.

Income mix as percentage of total income
Rates and general income 435
Electricity income 29,1
Water income 17,7
Other Income 9,6
Total 100,0

Assessment of efficiency

Total expenditure as| Salaries as
percentage of total [percentage of

Bulk electricity

Repairs as
purchases as

percentage of

(e xclulgfr?gmge rants) expé%tjailtu re total expenditure percentage ofsales
123% 30% 3% 17%

If the expenditure levels are not brought into line with own revenue, there will always be
a reliance on grants.The salaries bill is reasonable but spending only 3% of total
expenditure on repairs and maintenance could lead to a greater infrastructure burden on
the local authority in future.

Assessment of liquidity

Accounts
Cash to current| receivable to Total debt to current | Total debt per

assets revenue capita
total revenue

1,181 -8% 42% 37% R195

Current ratio

Both the current and cash ratios are poor and need to be improved.More cash will be
generated if there is better implementation of credit control .The debt levels are too high
and plans should be devised to reduce this.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
FS185 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS191 Ficksburg TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS191 is situated in district municipalty DC19 (to a
substantial extent the former Eastern Free State Transitional District Council), and has in
its area of jurisdiction the transitional local councils of Clocolan, Ficksburg, Marquard
and Senekal. The eastern boundary of FS191 forms part of the international border
between South Africa and Lesotho. The focus of FS191’s area of jurisdiction is
agriculture (in the main sunflower production); the towns in this area play a key role as
commercial centres to the farming communities that surround them.

Population

The population of FS191 is the second largest of the Category B municipalities in DC19.
In 1996 it comprised 109 795 people (16,1% of the total population of the district
municipality), or 26 315 households. The number of registered voters in the area is given
as 50 347 (45,9% of the total population of FS191).

Population to municipal employees/managers ratios

According to the information provided there are currently a total of 592 municipal
employees, 21 senior municipal managers and 18 other municipal managers in FS191.
The population number per municipal employee of 185 is the second highest of the
Category B municipalities in DC19, but is consistent with predominantly agricultural
Category B municipalities in Free State as a whole. The population number per
municipal manager (2 815) is the second lowest among the Category B municipalities in
DC19.

Institutional and technical capacity

There are four municipal managers in the local authorities that make up the service area
of FS191; these four incumbents, two of whom are registered with an appropriate
professional institution and two of whom are from previously disadvantaged
backgrounds, have an average 8,5 years’ experience. The situation in regard to technical
management is very similar. There are four incumbents holding the post of chief
technical officer in FS191. They have an average 17 years’ experience among them.

One of these incumbents in the technical field is professionally registered, and one is
from a previously disadvantaged community. What is clear, however, is that FS191 is
well-capacitated from both an administrative and technical perspective.
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In the service area of FS191 there are four transitional local councils; of these three have
reported that their office equipment is adequate to fulfill their responsibilities, two have
indicated that their office furniture is adequate and all four reported adequate office
accommodation. FS191 is therefore well provided for in terms of administrative
infrastructure.

Functions

The range of functions carried out in the service area of FS191 includes those that would
normally be performed by a Category C municipality, such as bulk sewerage, bulk supply
of water and solid-waste disposal. In terms of section 84(1) of the Municipal Structures
Act (Act 117 of 1998), functions to be performed and powers to be exercised by a district
municipality are specified. This does not, however, preclude the Category B
municipality from carrying out those functions. What is of concern in respect of the
provisions of the Act is the limited capacity available in DC19. This is the district
municipality that covers substantially the service area of the previous Eastern Free State
Transitional District Council.  In order to fulfil the role as envisaged in the Municipal
Structures Act, the capacity inherent in DC19 will need to be expanded.

Three of the transitional local councils in FS191 supply electricity to consumers in their
service area — in each case the local authority indicated that the electricity-supply
network is adequate. Three of the local authorities provide their communities with water-
borne sanitation — only one of these local authorities indicated that the infrastructure to
deliver this service is adequate. All four transitional local councils in FS184 operate a
water-distribution network; one of the local authorities reported that the water
distribution infrastructure is inadequate. While progress has been made with providing
infrastructure for basic service delivery, backlogs still exist in FS191, in particular in
regard to sanitation. The local authorities in FS191 currently perform other functions,
including 24 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has four financial directors/treasurers who have a combined
experience of 11 years, all of them are registered. They have one manager as well as 22
support staff. The possibility exists that certain staff requirements may have to be met,
and training may be necessary.
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Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita

R757 R348 R215 R337 R72

The total income per capita is only R757, and the rates per capita are R215. Income per
household is R2 302.00, which places a restriction on the potential income of the local
authority. Economic services income per capita is R72, which is an indication of a very
low income base from economic services. The electricity supply is low at 20,6% of total
income; however, the electricity supply to the area is not entirely in the hands of the
municipality, thus the surplus generated is therefore earned outside the area. If this
surplus is retained, the municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 46,0
Electricity income 20,6
Water income 71
Other income 254
Grant income 09
Total 100,0

Assessment of efficiency

Total expenditure as | Salaries as Repairs as Bulk water Bulk electricity
percentage of total | percentage of | percentage of | purchases as purchases as
income total total percentage of | percentage of
(excluding grants) | expenditure | expenditure sales sales
63% 46% 5% 11% 55%

There will be no need for Grant Income if the revenue is collected efficiently as Total
Expenditure comprises only 63% of Total Income before grants.The salaries bill is high
and should be contained or even reduced. Only 5% of total expenditure was on repairs
and maintenance, which could lead to a greater burden on the local authority in the
future.
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Assessment of liquidity

Accounts
Current ratio curgarfthazze ts receivable to cu-l;?;iltciil\)/te;%e Total debt per capita
total revenue
0,99:1 17% 38% 55% R413

The current and cash ratios are both weak and should be improved.Credit control seems
reasonably effective and should be maintained or improved.Extra sources of revenue

should be pursued in order to generate more cash.The debt level is too high and must be
reduced.Debt per capita is also substantial.

CONCLUSION

Based on the level of budgeted income of the municipality, FS191 is regarded as a
Classification 4 Category B municipality.




MUNICIPALITY FS192 Bethlehem TLC

INSTITUTIONAL ASSESSMENT
Description of the area

Category B municipality FS192 is situated in eastern Free State in district municipality
DC19 (to a substantial extent the service area of the Eastern Free State Transitional
District Council). FS192 has in its area of jurisdiction the transitional local councils of
Bethlehem, Clarens, Mashae Fourie, Mautsendal and Paul Roux. The town of Bethlehem
is the dominant municipal structure in FS192 and houses the offices of the Eastern Free
State Transitional District Council. Bethlehem is located in the heart of the golden lands
— wheat, maize and sunflower — a major farming and tourist area. The town of Clarens is
known as the “Switzerland of South Africa” and is encompassed by the Rooiberge
mountain range, while Mashae Fourie is surrounded by the Maluti Mountains and the
Witteberge. While the tourism element is of more consequence in the east, in the Clarens
and Mashae Fourie areas of FS192, the agricultural element is common throughout the
municipality.

Population

The population of FS192 is the third largest of the Category B municipalities in FS192.
In 1996, it comprised 107 197 people (15,8% of the total population in the district
municipality), or 25 457 households. The number of registered voters in the area is given
as 47 632 (44,4% of the total population of FS192).

Population to municipal employees/managers ratios

According to the information provided there are currently 788 municipal employees, 19
senior municipal managers and 15 other municipal managers. The population number per
municipal employee of 136 is the second lowest among the Category B municipalities in
Free State; however, the population number per municipal employee is the ninth highest
among Category B municipalities in Free State. These ratios reflect the reality faced by
many local authorities throughout the country, a surplus of staff but limited managerial
capacity, particularly in the technical field.

Institutional and technical capacity

Category B municipality FS192 has six municipal managers in its area of jurisdiction,
with an average 14 years’ experience among them. Two of the incumbents are registered
with an appropriate professional institution; one is a female and another is from a
previously disadvantaged community. One of the municipal managers is over the age of
55. The position is not nearly as positive in the technical field. There is a town engineer
(with 12 years’ experience) and a town electrical engmneer (23 years’ experience).
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Neither of these incumbents, who are not from a previously disadvantaged background,
are professionally registered. In the case of the electrical engineer, the incumbent is over
the age of 55.

There are five transitional local councils located in the service area of FS192. Of these
four have indicated that they have adequate office equipment to fulfil their
responsibilities, three have reported that they have adequate office furniture, and three
indicated adequate office accommodation. FS192 is therefore adequately equipped in
terms of administrative infrastructure.

Functions

With the exception of the operation of a municipal airport, the range of functions
currently carried out in FS192 coincides with those outlined in section 84(1) of the
Municipal Structures Act (Act 117 of 1998) as being the responsibility of the district
municipality. DC19 is the district municipality concerned, it has substantially taken over
the service area of the former Eastern Free State Transitional District Council that had
capacity limitations. While the functions are performed in FS192 (and in Bethlehem in
particular) there is a need for broadening the technical capacity in the district
municipality.

Of the five transitional local councils in the area of jurisdiction of FS192, three supply
communities in their service area with electricity. In each case the local authority
concerned has indicated that the -electricity-supply network is adequate. Three of the
local authorities in FS192 provide water-borne sanitation to consumers in their service
area; only one of the local authorities concerned, however, reported that the infrastructure
in place is adequate to supply this service. Four of the five local authorities operate a
water distribution network in their service area; three of these local authorities indicated
that the infrastructure to supply the service is adequate. While some progress with the
provision of basic service-delivery infrastructure has been made, severe backlogs still
exist, particularly in respect to the provision of sanitation. The local authorities in FS192
currently perform other functions, including 19 Schedule 5 functions and 13 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has three financial directors/treasurers who have a combined
experience of ten years. Of the financial directors/treasurers in the local authority, one is
registered. They have no managers but four support staff. The possibility exists that a

lack of trained support staff may prevail in this local authority in the short-term.

A process of restructuring, coupled with a training programme, is required to improve
capacity at middle-management and functionary level in treasury.
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Assessment of revenue base

Total income [Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita
R2,036 R1,449 R152 R483 R104

The total income per capita is R2,036, which has a bearing on the local authority’s ability
to generate income. The rates per capita are R152, indicating a limited rates base in this

rural area.

Income per household is R3 614.00, which places a restriction on the potential

income of the local authority. Economic-services income per capita is R104, which is an

indication of a very low income base from economic services.

The electricity supply is

low at 16,5% of total income; however, the electricity supply to the area is not entirely in
the hands of the municipality, and the surplus generated is exported to other areas. If this
surplus is retained, the municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 71,2
Electricity income 16,5
Water income 70
Other income 4.6
Grant income 0,7
Total 100,0
Assessment of efficiency
Total expenditure as Salari Repairs as | Bulk electricity
alaries as
percentage of total pe rcentage of total percentage of | purchases as
income expenditure total percentage of
(excluding grants) expenditure sales
97% 20% 1% 50%

Electricity bulk purchases represent 50% of electricity income, but electricity income is

only 16,5%

of total

income.Only 1% of total expenditure was on repairs and

maintenance, which could lead to a greater burden on the local authority in the future.
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Assessment of liquidity

Current ratio Cash to current/Accounts receivable| Total debt to Total debt per
assets to total revenue | current revenue capita
0,80:1 -6% 23% 32% R642

The current and cash ratios are too low to sustain stability.Credit management is
reasonable ,which effectively means that the Municipality should create additional
sources of income for itself.Means should also be found to reduce debt which is far too
high in relation to total revenue.

CONCLUSION

Based on the level of budgeted income and the relatively good institutional capacity in
this municipality, FS192 is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY FS193 Reitz TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS193 is situated in district municipality DC19 (largely the
area of jurisdiction of the former Eastern Free State Transitional District Council), and
has in its service area the transitional local councils of Arlington, Lindley, Petrus Steyn
and Reitz. What is of significance about the towns in FS193 is their focus on agriculture
in general, and grain crops in particular. Because the region is a thriving maize and
wheat-producing area, the Free State Cooperative has established its head office in the
town of Reitz.

Population

The service area of FS193 is predominantly agricultural in nature and hence not densely
populated. In 1996, it comprised 64 320 people (9,5% of the total population in DC19),
or 14 751 households. The number of registered voters in the area is given as 27 370
(42,6% of the total population of FS193).

Population to municipal employees/managers ratios

According to the information provided the number of municipal employees in the service
area of FS193 totals 397; in addition, there are 19 senior municipal managers and 31
other municipal managers in this Category B municipality. The population number per
municipal employee of 162 is consistent with other predominantly agricultural Category
B municipalities in Free State. The population number per municipal manager of 1 286 is
the third lowest among Category B municipalities in Free State, and indicates that FS193
is well-endowed with municipal managerial capacity.

Institutional and technical capacity

FS193 has in its area of jurisdiction four municipal managers, two of whom are females,
with an average of 12 years’ experience between them. Three of these incumbents are
registered with an appropriate professional institution, and none is over the age of 55.
There is a similar situation pertaining in respect of technical-management capacity.
FS193 has three incumbents in the post of chief technical officer, none of whom are
females or from a previously disadvantaged background, with an average of 11 years’
experience between them. FS193 is therefore well-capacitated in terms of administrative
and technical management.

There are four transitional local councils located in the service area of FS193. Of these

three have indicated that they have adequate office equipment to undertake their
responsibilities, three have specified that they have adequate office furniture, and all four
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reported adequate office accommodation. FS193 is therefore adequately equipped in
terms of administrative infrastructure to fulfil its function.

Functions

In terms of section 84(1) of the Municipal Structures Act (Act 117 of 1998), the functions
to be performed and powers exercised by a district municipality are specified. Section
84(3) of the Act indicates that nothing precludes local municipalities from performing
these functions or exercising these powers in its area of jurisdiction. In the case of FS193
none of these functions are carried out in its service area. The district municipality,
DC19, is therefore required in terms of the Act to provide the functions and exercise the
powers. DC19 will serve the area that is substantially the same as the former Eastern Free
State Transitional District Council, this particular entity has a shortage of capacity,
particularly in the technical area, which will need to be addressed.

Three of the four transitional local councils in the area of jurisdiction of FS193 supply
electricity to communities in their service area; all three the local authorities indicated
that the electricity-supply network is adequate. Three local authorities in FS193 provide
consumers in their service area with water-borne sanitation, only one of the local
authorities concerned reported that the infrastructure to provide this service is adequate.
All four local authorities in FS193 operate a water distribution network, the infrastructure
of which in each case is adequate. Only in respect of sanitation is there a backlog in
basic service-delivery infrastructure that needs to be addressed; however, this backlog is
severe. The local authorities in the service area of FS193 currently perform other
functions, including 22 Schedule 5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has four financial directors/treasurers who have a combined
experience of eight years. Of the financial directors/treasurers in the local authority three

are registered. They have three managers and 18 support staff.

Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita

R566 R254 RS55 R226 R86

The total income per capita is only R566, which has a bearing on the local authority’s
ability to generate income. The rates per capita are R55, which indicate the possibility
that flat rates are charged on properties or that low tariffs are being charged.Also the
agricultural land is not rated presently. Income per household is R2 654.00, which has a
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restriction on the potential income of the local authority. Economic-services income per
capita is R86 which is an indication of a very low income base from economic services.

Income mix as percentage of total income
Rates and general income 449
Electricity income 239
Water income 9,3
Other income 129
Grant income 9,0
Total 100,0
Assessment of efficiency
Total expenditure as . Repairs as Bulk water Bulk electricity
Salaries as
percentage of total percentage of percentage of | purchases as purchases as
income total expenditure tota_l percentage of | percentage of
(excluding grants) expenditure sales sales
92% 45% 7% 1% 50%

Electricity bulk purchases represent 50%of electricity sales, which indicates a very good
markup on electricity, which is used to subsidise other departments in the local authority.
7%of total expenditure was on repairs and maintenance, which could indicate the need
for future repairs on infrastructure.Salaries appear to be high and attempts should be
made to reduce the bill.If revenues are collected well, there will be minimal reliance on
grants.

Assessment of liquidity

Current ratio Cashto |Accounts receivablg Total debt to Total debt per capita
currentassets| to total revenue | current revenue
0,93:1 7% 36% 53% R299

The current and cash ratios are both weak to ensure financial stability.In order to generate more cash
increased/othersources of revenue should be sought as credit control seems reasonably effective.The high
debt level should also be addressed.

CONCLUSION
Based on the level of budgeted income and the institutional capacity available to

undertake the range of Schedule 4 and Schedule 5 functions currently performed, FS193
is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS194 Harrismith TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS194 is situated in district municipality DC19 (to a large
extent the service area of the former Eastern Free State Transitional District Council), and
includes in its area of jurisdiction the transitional local councils of Harrismith, Kestell
and Phuthaditjhaba. In the area of jurisdiction of FS194 is the Sterkfontein Dam, a
massive expanse of water best known for the ambitious Lesotho Highlands Project. The
dam was built on the Wilge River and, in addition to its ability to generate electricity, the
Sterkfontein Dam will ensure the adequacy of the level of the Vaal Dam, the primary
water source in Gauteng. FS194 has the largest population in DC19, primarily as a
consequence of the growth of Phuthaditjhaba, the town originated as a consequence of an
apartheid decision to establish the homeland of QwaQwa for Basotho emigres. Once the
decentralisation incentives, which attracted industrialists to the area, had been withdrawn,
many of the factories closed down, with a consequent rise in unemployment.

Population

The population of FS194 is the largest of the Category B municipalities in DC19. In
1996, it comprised 353 990 people (52% of the population of the district municipality), or
80 917 households. The number of registered voters in the area is given as 157 867
(44,6% of the total population of FS194).

Population to municipal employees/managers ratios

According to the information provided by the local authorities, the number of municipal
employees in the service area of FS194 totals 634. In addition, there are 14 senior
municipal managers and 17 other municipal managers. The population number per
municipal employee of 558 is the highest in any Category B municipality in Free State
(and more than double the second highest of 246). Similarly, the population number per
municipal manager of 11 419 is the highest in any Category B municipality in Free State.
These ratios reflect primarily the population growth of Phuthaditjhaba, and the lack of
municipal structures in that area.

Institutional and technical capacity

FS194 has in its area of jurisdiction three municipal managers with an average 18,7
years’ experience; one of these incumbents is registered with an appropriate professional
institution, and one is over 55 years of age. In a similar fashion FS194 has two
incumbents in the post of chief technical officer, with an average 21,5 years’ experience
(one of these incumbents is professionally registered). None of the municipal managers,
nor the technical managers referred to, are based in Phuthaditjhaba, where the real need
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is. All three local authorities in the service area of FS194 have reported that they have
adequate office equipment, office furniture and office accommodation to fulfil their
responsibilities.  FS194 is therefore adequately equipped in terms of administrative
infrastructure.

Functions

Section 84(1) of the Municipal Structures Act (Act 117 of 1998) specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
of the Act indicates that local authorities are in no way precluded from performing the
functions or exercising the powers specified for the district municipality. In the case of
FS194, the district municipality functions carried out are limited to the bulk supply of
electricity and the management of a municipal airport. DC19 will inherit the service area
(to a substantial extent) and manpower structure and complement of the former Eastern
Free State Transitional District Council. This entity has a deficiency in terms of capacity,
in particular in the technical areas, which will need to be addressed if the prescriptions of
the Act are to be adhered to.

Only one of the three local authorities in the area of jurisdiction of FS194 supplies
electricity to communities in its service area; the electricity-supply network in this case is
adequate. Again there is only one of the local authorities in FS194 that provides
consumers in its service area with water-borne sanitation, the infrastructure to deliver the
service in this local authority is adequate. All three transitional local councils operate a
water-distribution network; in the case of two of the three local authorities the water-
distribution infrastructure is adequate. Most of the basic service-delivery infrastructure
backlogs are in Phuthaditjhaba, these will need to be addressed. The local authorities in
FS194 currently perform other functions, including 18 Schedule 5 functions and 13
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of 29 years. Of the financial directors/treasurers in the local authority both
are registered. They have three managers and 29 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

R284 R133 R37 R123 R28

The percentage of grants to total income is substantially high, which indicates a possible
dependency on external grants. The total income per capita is only R284.The rates per
capita are R37 which echoes the problems inherited from the old homeland area included
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in this structure. Income per household is low at R971.00. Economic services income per
capita is R28 which accentuates a very low income base from economic services. Of the
total population for this area, a large section is unemployed, 53 057 out of 353
990(14,99%), which, if improved, would result in a substantial increase in income from
rates and/or trading services. This, in turn, could potentially lead to a decreased
dependency on grants, even if flat rates are charged.

Income mix as percentage of total income
Rates and general income 41,0
Electricity income 38,7
Water income 45
Other income 24
Grant income 134
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as Repai Bulk water Bulk electricity
epairs as
percentage of total | percentage of ercentage of purchases as purchases as
income total b ge percentage of | percentage of
) : total expenditure
(excluding grants) | expenditure sales sales
108% 36% 3% 14% 32%

If the current levels of income and expenditure are maintained there would be continued
reliance on grants.Only 3% of total expenditure was on repairs and maintenance, which
could lead to a greater burden on the local authority in the future. The substantial salary
bill must be addressed to ensure better efficiency.Margins on both water and electricity
sales are good.A bigger revenue based should be pursued to reduce the reliance on grants.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total de_ bt per
current assets| to total revenue | current revenue capita
158:1 33% 41% 43% R122

The current and cash ratios are marginally reasonable and should be improved to sustain
finacial stability.However, accounts receivable are too long outstanding and have to be
improved on by stricter implementation of credit control.Plans should be designed to
reduce the high levels of debt.

CONCLUSION

Based on the level of budgeted income and the institutional capacity, FS194 is regarded
as a Classification 3 Category B municipality.
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MUNICIPALITY FS195 Warden TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS195 is situated in the district municipality DC19 (to a
large extent the service area of the former Eastern Free State Transitional District
Council), and has in its area of jurisdiction the transitional local councils of Memel,
Vrede and Warden. FS195 is situated in a very fertile area of north-eastern Free State
and its economy is predominantly an agricultural one. The towns in FS195 play a key
role as commercial centres to the farming communities that surround them.

Population

The population of FS195 is the smallest of the Category B municipalities in DC19; as a
predominantly agricultural area it is not densely populated. In 1996, the population of
FS195 comprised 45 284 people (6,7% of the total population of DC19), or 9 471
households. The number of registered voters in the area is given as 22 018 (48,6% of the
total population of FS195).

Population to municipal employees/managers ratios

According to the information provided the number of municipal employees in the service
area of FS195 totals 266; in addition there are 11 senior municipal managers and four
other municipal managers in the FS195 local authority structures. The population number
per municipal employee of 170 is consistent with other Category B municipalities with a
predominantly agricultural economy in Free State. The population number per municipal
manager of 3 019 is higher than other Category B municipalities with a predominantly
agricultural economy in Free State, but reflects the fact that all three transitional local
councils are small.

Institutional and technical capacity

FS195 has in its area of jurisdiction four municipal managers with an average 8,5 years’
experience. Two of the incumbents in the municipal-manager post are registered with
appropriate professional institutions, one is a female and two are over the age of 55 years.
In as far as technical-management capacity is concerned, there are two incumbents in the
post of chief technical officer in FS195 (they have an average 3,5 years’ experience).
One of these technical incumbents has a previously disadvantaged background; one of
them is also over 55 years of age. FS195 therefore has adequate administrative and
technical capacity for a municipality of its size; the concern is that three of the six
incumbents are over the age of 55.
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There are three transitional local councils in the service area of FS195. Of these, two
have indicated that their office equipment is adequate to undertake their responsibilities,
while only one has reported that its office furniture is adequate. All three local councils
have reported that their office accommodation is inadequate. There is therefore a need to
address the administrative infrastructure of FS195, this may involve capital outlay.

Functions

The Municipal Structures Act (Act 117 of 1998) specifies in section 84(1) the functions
to be performed and the powers to be exercised by a Category C municipality. Section
84(3) indicates that a local authority is entitled to carry out any of these functions or
exercise any of these powers. None of the functions or powers specified in the Municipal
Structures Act are carried out by local authorities in FS195. DC19, the district
municipality in whose jurisdiction FS195 is located, will inherit substantially the service
area and the manpower of the Eastern Free State Transitional District Council. This
entity currently lacks capacity, particularly in the technical area, which will need to be
addressed if the prescriptions of the Act are to be adhered to.

Two of the transitional local councils in FS195 supply electricity to communities in their
service area, in both cases the local authorities reported that the electricity-supply
network is adequate. All three local authorities provide their consumers with water-borne
sanitation, in all three cases the infrastructure to supply this service is adequate. Again
all three local councils operate a water-distribution network in their service areas, the
infrastructure of which in each case is adequate. Other than some minor upgrading,
therefore, no attention is required to the basic service-delivery infrastructure in FS195.
The local authorities in FS195 currently perform other functions, including 24 Schedule 5
functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has one registered financial director/treasurer with 12 years’
experience. There is one manager and seven support staff.  While there is some capacity
in the treasury of FS195 at the finance-director, middle management and functionary
levels, this is not adequate, this shortcoming can be addressed by the institution of a
training programme and by the assumption of the district municipality of some of the
treasury functions.
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Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita
R348 R171 R44 R134 R43

The percentage of grants to total income is acceptable for this agricultural area. The total
income per capita is only R348, while the rates per capita are R44 which indicates the
rural nature of the area. Income per household is R1 453, which places restrictions on the
potential income of the local authority. Economic services income per capita is R76.00,
which is an indication of a very low income base from economic services. The electricity
supply is 26,3 of total income; however, the electricity supply to the area is not entirely in
the hands of the municipality, and the surplus generated is exported to other areas. If this
surplus is retained, the municipality’s viability will improve.

Income mix as percentage of total income
Rates and general income 49,1
Electricity income 26,3
Water Income 12,1
Other income 7,6
Grant income 49
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as . Bulk water Bulk electricity
Repairs as
percentage of total | percentage of ercentage of purchases as purchases as
income total P ge percentage of | percentage of
) ) total expenditure
(excluding grants) | expenditure sales sales
128% 46% 7% 1% 28%

Electricity bulk purchases represent 28% of electricity sales. This is acceptable, but the

service must be monitored for losses.

maintenance.

also be undertaken to

expenses,thereby reducing reliance on grants.

7% of total expenditure went to repairs and
The main cause for concern is the high staff cost component.Efforts should
reduce or eliminate the gap between total

income and
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Assessment of liquidity

Accounts
. |Cashto current| . Total debt to current .
Current ratio assets receivable to revenue Total debt per capita
total revenue
2,711 6% 109% 48% R168

The unacceptably high level of accounts receivable negates the strong current ratio and is
evidenced by the poor cash position. Debt per capita is substantial for this area at R168.
A more effective credit-control process needs to be introduced to reduce the level of

debtors in the municipality, and to improve its cash-flow situation.Plans should also be
made to reduce the debt.

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
FS195 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY FS201 Kroonstad TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS201 is situated in the district municipality DC20 (largely
the service area of the Northern Free State Transitional District Council), and has in its
area of jurisdiction the transitional local councils of Kroonstad, Steynsrus and
Viljoenskroon.  Kroonstad is the third largest town in the Free State, situated two hours
from Johannesburg on the N1 national road, making its position on the map as important
as the agricultural economy that it supports. The Viljoenskroon area is well supplied
with mineral resources, especially coal and gold. Viljoenskroon lies centrally between
Free State and the western Gauteng gold fields.

Population

The population of FS201 is the largest of the Category B municipalities in DC20. In
1996, it comprised 170 587 people (37,9% of the total population of the district
municipality), or 37 791 households. The number of registered voters in the area is given
as 79 746 (46,7% of the total population of FS201).

Population to municipal employees/manager ratios

According to the information provided, the number of municipal employees in the service
area of FS201 totals 1 086; in addition there are 18 senior municipal managers and 17
other municipal managers in the local authority structures that make up FS201. The
population number per municipal employee of 157 is consistent with other Category B
municipalities in Free State that have a predominantly agricultural economy. The
population number per municipal manager of 4 874 is the fourth highest among Category
B municipalities in Free State. What FS201 is experiencing is common to newly formed
Category B municipalities with a dominant town such as Kroonstad in FS201, a surplus
of municipal staff but a shortage of municipal managerial capacity.

Institutional and technical capacity

FS201 has in its area of jurisdiction two municipal managers with an average 9,5 years’
experience between them. Both incumbents are registered with an appropriate
professional institution, neither is a female or from a previously disadvantaged
community. The technical managerial capacity in FS201 is similar to the administrative
situation. There are two incumbents in the post of chief technical officer with an average
of 14,5 years’ experience between them. One has been professionally registered; neither
is female or from a previously disadvantaged community. None of the four incumbents
noted above are over the age of 55. FS201 is therefore adequately capacitated in both
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administrative and technical management; what is required is the institution of a
transformation process.

There are three local councils in the service area of FS201. Two of these have indicated
that the office equipment they possess is adequate to undertake their responsibilities,
while only one reported that it has adequate office accommodation. All three local
councils reported that their office furniture was adequate for their requirements. While
some attention may need to be given to office accommodation, FS201 has adequate
infrastructure to maintain its administrative process.

Functions

Section 84(1) of the Municipal Structures Act (Act 117 of 1998) specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
of the Act indicates that this does not preclude local authorities from carrying out those
functions or exercising those powers. In FS201 the range of functions carried out is
limited to the promotion of local tourism, and the receipt, allocation and distribution of
grants. DC20, the Category C municipality in whose jurisdiction FS201 is located, will
inherit the service area and the manpower of the Northern Free State Transitional District
Council. This entity has experienced a capacity constraint, in particular in the technical
area, which will need to be addressed if the prescriptions of the Act are to be adhered to.

All three transitional local councils in the service area of FS201 supply electricity to
consumers in their service area; two of the local authorities concerned have indicated that
the electricity-supply network in their service area is adequate. All three local authorities
in FS201 provide consumers in their service area with water-borne sanitation, in all three
cases the local authorities reported that the infrastructure to supply this service is
adequate.  Again all three local authorities operate a water-distribution network, the
infrastructure of which in all cases is adequate. Except for the upgrading of the
electricity-supply network in one local authority, therefore, the basic service-delivery
infrastructure for FS201 has been addressed. The local authorities in FS201 currently
perform other functions, including 24 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of six years, and who are both registered. They have five managers and 76
support staff. ~ This local authority should be well-resourced with personnel, as the
availability of trained people is no problem. The Kroonstad municipality has adequate
capacity and experience at finance-director, middle management and functionary level in
the treasury.
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Assessment of revenue base

Total income [Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita
R731 R279 R113 R372 R80

Kroonstad Transitional Local Council is the main contributor to the viability of this
mainly rural agricultural area. The total income per capita is only R731, which has a
bearing on the local authority’s ability to generate income. The rates per capita are R113,
which indicates the possibility that flat rates are charged on properties, or that low tariffs
are being charged.The agricultural activities in the area also do not contribute to the rates
revenue. Income per household is R3 276.00, which places a restriction on the potential
income of the local authority. Economic-services income per capita is R80, which is an
indication of a very low income base from economic services. The electricity supply is
low at 37,2% of total income; however, the electricity supply to the area is not entirely in
the hands of the municipality, and the surplus generated is therefore exported to other
areas. If this surplus is retained, the municipality’s wviability will improve considerably.

Income mix as percentage of total income

Rates and general income 38,2

Electricity income 37,2

Water income 137

Other income 7,6

Grant income 33

Total 100,0

Assessment of efficiency

Total expenditure as | Salaries as Repairs as Bulk water Bulk electricity

percentage of total |percentage of| percentage of | purchases as purchases as
income total total percentage of [percentage ofsales
(excluding grants) |expenditure | expenditure sales
108% 40% 4% 6% 48%

Either income should be increased or overall expenditure decreased to reduce the
income/expenditure gap.This will reduce the dependency on grants.Only 4% of total
expenditure was on repairs and maintenance. Expenditure on salaries constitute a
substantial portion of total income and needs to be reduced over a period of time.Margins
on water and electricity sales are good.
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Assessment of liquidity

Cashto |Accounts receivable| Total debt to
currentassets| to total revenue | current revenue

0611 -13% 48% 84% R612

Current ratio Total debt per capita

The poor current ratio and the negative cash position do not assist financial stability.lIt is
therefore crucial that the level of accounts receivable be reduced by converting it to cash
with stronger collection endeavours.More strategic planning is required to reduce the
level of debt.

CONCLUSION

Based on the level of budgeted income and the adequate institutional capacity in the
municipality, FS201 is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY FS203 Parys, Vredefort TLCs

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS203 is situated in district municipality DC20 (the current
Northern Free State Transitional District Council service area), and has in its area of
jurisdiction the transitional local councils of Parys, Edenville, Heilbron, Koppies and
Vredefort. From a municipal perspective, the town of Parys is the dominant element in
FS203 - it is situated on the banks of the Vaal River and has become a popular retirement
venue in recent years. The FS203 service area lies in what has become known as the
South African maize route, and hence agriculture is the most important aspect of the local
economy. The smaller towns in FS203 have therefore become key commercial centres
for the farming communities that surround them.

Population

The population of FS203 is the second largest of the Category B municipalities in DC20.
In 1996, it comprised 120 030 people (26,6% of the total population of DC20), or 29 613
households. The number of registered voters in the area is given as 59 040 (49,2% of the
total population of FS203).

Population to municipal employees/managers ratios

According to the information provided by the local councils in FS203, the number of
municipal employees in the service area of FS203 total 736; in addition there are 21
senior municipal managers in the structures of the local authorities in FS203. The
population number per municipal employee of 163 is consistent with other Category B
municipalities in Free State where agriculture is the dominant economic activity.

Institutional and technical capacity

FS203 has in its area of jurisdiction five municipal managers with an average of seven
years’ experience between them. Only one of the five mcumbents is registered with an
appropriate professional institution; three of the five incumbents have a previously
disadvantaged background. From a technical perspective, there are three incumbents in
the post of chief technical officer (one has the title of town engineer), they have an
average 9,7 years’ experience between them. Only one of the technical incumbents noted
above is professionally registered, none of them are females or from a previously
disadvantaged background. FS203 is therefore adequately equipped with both
administrative and technical management.
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There are five transitional local councils in the service area of FS203. Three of these
local councils have indicated that the office equipment they have is adequate to fulfil
their responsibilities, while four of the local councils have reported adequate office
accommodation.  All five local authorities indicated that the office furniture in their
operation is adequate. FS203 is therefore well equipped in terms of administrative
infrastructure.

Functions

The range of functions carried out in the service area of FS203 includes those that would
normally be performed by a Category C municipality as specified by the Municipal
Structures Act (Section 84(1)). The full range of functions performed and powers
exercised as specified by the Act for district municipalities is carried out in the service
area of FS203, including bulk sewerage, bulk supply of electricity, bulk supply of water,
fire-fighting, integrated development planning, municipal health, municipal roads and
solid-waste disposal.

All five transitional local councils in the area of jurisdiction of FS203 supply electricity
to communities in their service area; only in two cases have the local authorities reported
that the electricity-supply network to provide this service is adequate. Three of the local
authorities in FS203 provide consumers in their service area with water-borne sanitation;
two of the local authorities concerned indicated that the infrastructure to provide the
service is adequate. Four of the local authorities in FS203 operate a water distribution
network; three of the local authorities concerned reported that the infrastructure to deliver
the service is adequate. While progress has been made, there are service-delivery
infrastructure backlogs across all the basic services in FS203 that need to be addressed.
The local authorities in FS203 currently also perform other functions, including 25
Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

This local authority has two financial directors/treasurers who have a combined
experience of eight years. Of the financial directors/treasurers in the local authority one
is registered. They have one manager and 12 other staff. Training for finance staff is
required in this municipality. The municipality has adequate capacity and experience at
finance-director level, there is, however, a need to improve the capacity of middle
management in the treasury, this can be effected by means of a training programme
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Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita
R596 R267 R68 R233 R96

The total income per capita is only R596; the rates per capita are R68, which indicates the
rural nature of this area. Income per household is R2 408, which places a restriction on
the potential income of the local authority. Economic-services income per capita is R96,
which is an indication of a very low income base from economic services. The electricity
supply is low at 26,5% of total income; however, the electricity supply to the area is not
entirely in the hands of the municipality, and the surplus generated is exported to other
areas. If this surplus is retained, the municipality’s viability will improve considerably.
Of the total population for this area, a large section is unemployed, 13 497 out of 120 030
(11,24%), which, if improved, would result in a substantial increase in income from rates
and/or trading services. This, in turn, could potentially lead to a decreased dependency
on grants, even if flat rates are charged.

Income mix as percentage of total income
Rates and general iIncome 448
Electricity income 26,5
Water income 114
Other income 84
Grant income 8,9
Total 100,0
Assessment of efficiency
Total expenditure as Salaries as Repairs as Bulk water |Bulk electricity
percentage of total e rce ntage of totall P€"C€ ntage of | purchases as purchases as
income P ox engditure total percentage of | percentage of
(excluding grants) P expenditure sales sales
123% 43% 3% 24% 82%

Electricity bulk purchases represent 82% of electricity sales, which may be an indication
of high network losses, which | turn can affect the viability of the local authority. Three
per cent of total expenditure went to repairs and maintenance, which is acceptable. The
extensive salary expenditure must be addressed to ensure viability.Further analysis
should be undertaken to establish the exact causes for the low electricity
margin.Generally,efforts should be pursued to reduce the gap between total income and
expenditure otherwise there will always be a reliance on grants.
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Assessment of liquidity

Current ratio

Cash to

Accounts receivable

current assets| to total revenue

Total debt to
current revenue

Total debt per
capita

0,731

-3%

76%

112%

R668

The current ratio is far too low and it further reflects in the negative cash position.Total debt to current

A more effective credit-control process will need to be implemented to
reduce the high level of accounts receivable and improve the cash-flow situation in FS203.

revenue is a cause for concern.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
FS203 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY FS204 Sasolburg TLC

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS204 is situated in district municipality DC20 (currently
the service area of the Northern Free State Transitional District Council), and has in its
area of jurisdiction the transitional local councils of Sasolburg, Deneysville and
Oranjeville. The focal point of FS204 is the town of Sasolburg, now the fourth largest
town in Free State and the site of the Northern Free State Transitional District Council
offices. The three Sasol plants in Sasolburg are still the only viable coal-derived oll
refineries in the world. For both the towns of Deneysville and Oranjeville, situated on
the banks of the VVaal Dam, the focal area is tourism.

Population

The population of FS204 is the second smallest of the Category B municipalities in
DC20. 1In 1996, it comprised 106 935 people (23,7% of the total population of DC20) or
25 679 households. The number of registered voters in the area is given as 53 791 (50,3%
of the total population of FS204).

Population to municipal employees/managers ratios

The service area of FS204 is the smallest of the Category B municipalities in DC20.
According to the information provided by the transitional local councils, the number of
municipal employees in the service area of FS204 totals 651; in addition, there are 13
senior municipal managers and 19 other municipal managers in the local council
structures. The population number per municipal employee of 164 is consistent with the
majority of Category B municipalities in Free State. The population number per
municipal manager of 3 342 reflects the nature of FS204 with the dominant industrial
centre of Sasolburg.

Institutional and technical capacity

FS204 has in its area of jurisdiction three municipal managers with an average of seven
years’ experience. One of the incumbents in the municipal-manager post is registered
with an appropriate professional institution, of the three incumbents one is over the age of
55. One of the municipal-manager incumbents is from a previously disadvantaged
background. There is cause for concern in respect of technical management, there are two
incumbents in the post of chief technical officer (with an average experience of four
years). Both the incumbents, neither of whom is a female nor from a previously
disadvantaged community, are over 55 years of age. This leads to concern over
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succession planning. Bearing the question of succession planning in mind, it appears that
FS204 is well-capacitated in the administrative and technical fields.

There are three transitional local councils in the service area of FS204. Two of these
councils indicated that the office equipment available to them is adequate to fulfil their
responsibilities, while two reported adequate office accommodation. All three councils
reported that their office furniture was adequate. FS204 is therefore adequately provided
for in terms of administrative infrastructure.

Functions

In terms of Section 84(1) of the Municipal Structures Act (Act 117 of 1998), the
functions to be performed and the powers exercised by a Category C municipality are
specified. Section 84(3) indicates that a local authority is not precluded from carrying out
these functions; in the case of FS204 these functions are limited to the imposition and
collection of taxes, levies and duties, integrated development planning, promotion of
local tourism, and the receipt, allocation and distribution of grants. DC20 will inherit the
service area and manpower of the Northern Free State Transitional District Council, this
entity has a lack of capacity, in particular in the technical field, which will need to be
addressed if the prescriptions of the Municipal Structures Act are to be adhered to.

Only one of the three transitional local councils in FS204 supplies electricity to
communities in its service area, this local authority has indicated that the electricity-
supply network it operates is not adequate. Two of the local authorities in FS204 provide
consumers in their service area with water-borne sanitation, in each case the
infrastructure to supply this service is adequate. Two of the transitional local councils in
FS204 operate a water-distribution network, the infrastructure of which in each case is
adequate. While progress has been made in terms of basic service-delivery infrastructure,
backlogs still exist that need to be addressed. The local authorities in FS204 currently
perform other functions, including 17 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resource capacity
This local authority has two financial directors/treasurers who have a combined 20 years’

relevant experience. Of the financial directors/treasurers in the local authority one is
registered. They have two managers and one other staff.
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Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita
R1,108 R322 R223 R663 R123

The total income per capita is R1,108; the rates per capita are R223. Income per
household is R4 355 which places a restriction on the potential income of the local
authority. Economic services income per capita is R123, which is an indication of a very
low income base from economic services. Of the total population for this area, a large
section is unemployed, 11 244 out of 106 935 (10,51%), which, if improved, would result
in a substantial increase in income from rates and/or trading services. This, in turn, could
potentially lead to a decreased dependency on grants.

Income mix as percentage of total income
Rates and general iIncome 29,1
Electricity income 30,1
Water income 29,7
Other income 10,1
Grant Income 1,0
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as . Bulk water Bulk electricity
Repairs as
percentage of total |percentage of ercentage of purchases as purchases as
income total to?al ox er? diture percentage of | percentage of
(excluding grants) | expenditure P sales sales
102% 32% 2% 71% 70%

Electricity bulk purchases represent 70% of electricity sales, which may be an indication
of high network losses, which can affect the viability of the district council. Only 2% of
total expenditure was on repairs and maintenance. Salary expenses at 32% is marginally
over the norm.A process needs to be instituted to reduce the salary and wage bill to
within acceptable limits. Consideration must also be given to the low markup generated
on electricity sales. In this regard attention must be focused on network losses and tariff
policies implemented.
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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
1,20:1 13% 68% 66% R731

The current and cash ratios are both inadequate and should be improved to sustain
stability. A more effective credit-control process needs to be implemented in order to
reduce the level of accounts receivable, and improve the cash-flow situation of the
municipality.Plans should be designed to reduce the debt levels.

CONCLUSION

Based on the level of budgeted income and the adequate institutional capacity in the
municipality, FS204 is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY OF FS205 Frankfort, Villiers TLCs

INSTITUTIONAL ASSESSMENT
Description of the area

The Category B municipality FS205 is situated in the district municipality DC20 (the
service area of the Northern Free State Transitional District Council), and has in its area
of jurisdiction the transitional local councils of Cornelia, Frankfort, Tweeling and
Villiers. The service area of FS205 is an important maize-producing region, and the
towns play a key role as commercial centres for the farming communities that surround
them.

Population

The population of FS205 is the smallest of the Category B municipalities in DC20 — in
1996 it comprised 53 423 people (11,9% of the total population of the district
municipality), or 12 314 households. The number of registered voters in the area is given
as 24 071 (45,1% of the total population of FS205).

Population to municipal employees/managers ratios

According to the information provided, the number of municipal employees in the service
area of FS205 total 384; in addition, there are 11 senior municipal managers and 14
“other" municipal managers. The population number per municipal employee (139) is
the third-lowest among the Category B municipalities in Free State. This ratio, together
with the population number per municipal manager (2 137), reflects a situation of well-
staffed transitional local authorities — however, in terms of the Category B staffing
structure, due consideration will need to be given to a process of rationalisation.

Institutional and technical capacity

There are four municipal managers in the service area of FS205, with an average of 7,75
years’ experience between them. Two of these municipal managers have been registered
with appropriate professional institutions; two of the incumbents are from a previously
disadvantaged background. There are also two experienced technical managers
occupying the post of chief technical officer in FS205; neither of these incumbents are
female or from a previously disadvantaged community. One of the incumbents is over 55
years of age. FS205 is therefore well-endowed with both administrative and technical
managerial capacity.

There are four transitional local councils in the service area of FS205. Three of these

councils have indicated that they have adequate office equipment to fulfil their
responsibilities, two of the local councils reported adequate office furniture, and two the
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existence of adequate office accommodation.  Given the size of the Category B
municipality, there is currently adequate administrative infrastructure in FS205.

Functions

The range of functions carried out in the service area of FS205 includes those that would
normally be performed by a Category C municipality, such as bulk sewerage, bulk supply
of electricity, bulk supply of water, fire-fighting, municipal health, municipal roads and
solid-waste disposal. In terms of Section 84(1) of the Municipal Structures Act, Act 117
of 1998, the functions to be performed and powers exercised by Category C
municipalities are specified. The Act also provides that these functions and powers can
be carried out by a local authority as in the case of FS205 noted above. DC20 will inherit
the service area and staff structure (with human resources) of the Northern Free State
District Council — this entity has a lack of capacity, particularly in the technical field. A
degree of cooperation between the staff of DC20 and the staff of FS205 will be required
to ensure that all the functions and powers specified in the Act are addressed.

Three of the four transitional local councils in the area of jurisdiction of FS205 supply
communities in their service area with electricity - two of these local authorities have
indicated that the electricity supply network is adequate. Three of the local authorities in
FS205 provide consumers in their service area with water-borne sanitation, the
infrastructure for which is adequate in each case to ensure service delivery. Only one of
the local authorities in FS205 operates a water-distribution network that has an adequate
service-delivery infrastructure. Where basic services are provided by local authorities in
FS205, the service-delivery infrastructure is generally adequate — consideration needs to
be given to the infrastructure requirements where basic services are currently not being
rendered. The local authorities in FS205 currently perform other functions, including 18
Schedule 5 functions and nine Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This local authority has two financial directors/treasurers with an average 13 years’
experience between them. They have four managers as well as 17 support staff. There is
a need to further capacitate middle management and functionaries in the treasury.

Assessment of revenue base

Total income |Rates and general Rates income| Trading services | Economic services
per capita |income per capital per capita |income per capita | income per capita

R705 R403 R58 R238 R64

The total income per capita is only R705, which has a bearing on the local authority to
generate income. The rates per capita are R58, which indicates the possibility that flat
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rates are charged on properties, or that low tariffs are charged.Large portions of the area
are farmed and therefore not rated. Income per household is R2 416, which places a
restriction on the potential income of the local authority. Economic services income per
capita is R64, which is an indication of a very low income base from economic services.

Income mix as percentage of total income
Rates and general income 57,2
Electricity income 19,5
Water income 95
Other income 98
Grant Income 40
Total 100,0
Assessment of efficiency
Total expenditure as| Salaries as Repairs as Bulk water Bulk electricity
percentage of total |percentage of P purchases as purchases as
income total " percentage of percentage of | percentage of
. . otal expenditure
(excluding grants) | expenditure sales sales
81% 53% 4% 14% 3%

Electricity bulk purchases represent 37% of electricity sales, which is an indication of
very good markup on electricity. Only 4% of total expenditure were on repairs and
maintenance, which can lead to a greater burden on the local authority in the future,
unless infrastructure has been well-maintained over the years or recently developed.
However, the massive 53% on salary expenditure seriously affects the structure's ability
to provide services in an efficient manner. A process needs to be instituted to reduce the
salary and wage bill to within accepted norms.If revenues are collected efficiently, the
reliance on grants will be reduced.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
currentassets| to total revenue | current revenue capita
2,01:1 12% 40% 27% R193

The current ratio is relatively strong but is negated by the high level of accounts
receivable, which in turn is reflected in the weak cash position.Better credit control
management is required to translate the accounts receivable into cash.Endeavours should
also be undertaken to reduce the level of debt.
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CONCLUSION

Based on the level of budgeted income in the municipality, FS205 is regarded as a
Classification 4 Category B municipality.

FS205 is well-capacitated, both in terms of the quantity and quality of management and
staff to undertake the non-financial functions. Where basic services are provided by local
authorities in FS205, the service-delivery infrastructure is generally adequate -
consideration needs to be given to the infrastructure requirements where basic services
are currently not being rendered. The range of Schedule 4 and Schedule 5 functions
currently being performed in the service area of FS205 is well above that envisaged in the
Board’s recommendations for a Classification 4 Category B municipality, but seems
appropriate to the human resources located there.
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DISTRICT COUNCIL - DC16 (Bloem-Area)

INSTITUTIONAL ASSESSMENT

Description of the Area

The district municipalty DC16 has within its area of jurisdiction the primarily
agricultural area of the Southern Free State. This area currently forms part of the service
area of the Bloem Area Transitional District Council, however, in terms of the
demarcation a new district municipality DC16 is established and the balance of the
Bloem Area Transitional District Council service area is included in DC17. There are
three Category B municipalities within the service area of DC16.

Population

The population of DC16 is the smallest among the district municipalities within the Free
State Province, it comprised in 1996 of 123 374 people (4,7% of the population in the
Free State) or 31 358 households. The number of registered voters within the service
area of DC16 is given as 59 774 (48,4% of the total population of DC16).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities within the area of
jurisdiction of DC16, the number of municipal employees within the area totals 875; in
addition there are 57 senior municipal managers and 25 other municipal managers within
the current local authority structures. The population number per municipal employee of
141 is the lowest among the district councils within the Free State; the population number
per municipal manager of 1505 is also the lowest among the district councils in the
Province. The DC16 service area is primarily agricultural in nature and hence not
densely populated. The towns within the service area have municipal structures, which
are well staffed; the towns also play a key role as commercial centres for the agricultural
communities that surround them.

Institutional and Technical Capacity

DC16 has within its area of jurisdiction a total of 20 municipal managers with an average
of 16 years’ experience between them. Of the 20 mcumbents in the post of municipal
manager 14 are registered with an appropriate professional institution. Only one of the
incumbents is female and three are from a previously disadvantaged community. Eight
of the 20 incumbents are over the age of 55. Within the service area of DC16 there are
nine incumbents to the post of Chief Technical Officer, three of which are professionally
registered. Three of the incumbents have a previously disadvantaged background; only
one of the nine incumbents is over the age of 55.

Of the local authorities within the service area of DC16, 16 have reported that the office
equipment available to them is adequate to undertake their responsibilities, 16 indicated
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that the office furniture available is adequate and 15 reported the availability of adequate
office accommodation. As a consequence, DC16 is well positioned in terms of
infrastructure for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act indicates that nothing precludes a local authority from carrying out these
powers and functions within its service area.  There are 16 powers and functions listed in
Section 84(1) of the Act; of these 14 are carried out by the local authorities within DC16
but relatively sparsely. The receipt, allocation and distribution of grants is carried out by
11 local authorities within DC16, integrated development planning by 9 local authorities
and the promotion of local tourism by 8 local authorities. As a consequence the district
municipality is required to assume a substantial load (as provided for in the Act).

One transitional local council within the service area of DC16 provides electricity to its
communities. It indicated that its electricity distribution infrastructure is adequate.
Eleven transitional local councils within DC16 provide water borne sanitation (ten have
reported adequate infrastructure) and 12 have water distribution networks (11 have an
adequate infrastructure). The infrastructure to render basic services within DC16 has
been developed — however, backlogs still exist across all the services. The local
authorities within DC16 currently perform other functions including 26 Schedule 5
functions and 15 Schedule 4 functions. Koffiefontein TLC is one of the larger
municipalities within this region.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There are within the district council region a total of two finance directors with an
average of 8.5 years experience. Only one of the directors is registered with a
professional society. There are a total of 25 staff members who reports to three 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 123 374 and an income per capita of R71. The
main revenue sources are levy income 88% and grant income 5%.

Assessment of Efficiency

7



The efficiency of the DC is well managed.

Assessment of Liquidity
Cash/Current
Current Ratio Assets IAccRec/ Income Debt Per Capita
7.32:1 -9% 227% R105

This region clearly has sufficient assets, which can be translated into cash to pay short-
The high accounts receivable to total revenue percentage gives an
indication that substantial amount of working capital is tied-up in debtors (R19 million),
which has a negative impact on cash flow which is reflected by the negative cash (R1

term creditors.

million).

CONCLUSION

Maize farming is the primary economic activity in the DC16 and the range of Schedule 4
and Schedule 5 functions performed are appropriate for a Classification 2 Category C

municipality.
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DISTRICT COUNCIL - DC17 (Eastern Free State)

INSTITUTIONAL ASSESSMENT

Description of the Area

The district municipality DC17 is situated within the Free State Province and includes the
BBT (Bloemfontein, Botshabelo and ThabaNchu) area as well as some primarily
agricultural regions in the eastern part of the Free State (bordering on Lesotho in the
east). The service area of DC17 is primarily that of the Bloem Area Transitional District
Council (excluding the Southern Free State which is part of the newly demarcated
DC16), although in the east a part of the Eastern Free State Transitional District Council
service area has been included in DC17. There are three Category B municipalities
contained within the service area of DC17.

Population

Despite the inclusion of the heavily populated BBT area, the population of DC17 is only
the third largest among the Category B municipalities — it comprised in 1996 of 678 709
people (25,8% of the total population of the Free State) or 171 228 households. The
number of registered voters in the service area of DC17 is given as 350 538 (51,6% of the
total population of DC17)

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities within the service area of
DC17, the number of municipal employees within the area totals 4 080; in addition there
are 42 senior municipal managers and 82 other municipal managers within the current
local authority structures. The population number per municipal employee of 166 is the
third highest among the Category C municipalities within the Free State while the
population number per municipal manager of 5 473 is the second highest among the
district municipalities in the Province. The City of Bloemfontein is situated within the
service area of DC17 (Category B Municipality FS172); both it and the transitional
district council located in the city (Bloem Area) are well capacitated and hence the ratios
are distorted when viewing the lack of municipal staff and managerial capacity in the
populated areas of Botshabelo and ThabaNchu.

Institutional and Technical Capacity

DC17 has within its area of jurisdiction a total of 17 municipal managers with an average
of 17 years’ experience between them. Of the 17 incumbents in the post of municipal
manager 13 are registered with an appropriate professional institution.  Six of the
incumbents are from a previously disadvantaged background and three are female; of the
17 incumbents 6 are over the age of 55. Within the service area of DC17 there are 11
incumbents in the post of Chief Technical Officer, six of which are professionally
registered. Four of the incumbents have a previously disadvantaged background; only
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one of the 11 incumbents is over the age of 55. Within the technical area, the local
authorities within DC17 have encountered difficulty in securing appropriate staff (of the
total of 2 493 technical posts within the municipal structures of DC17, 493 or 19,8% are
vacant).

Of the local authorities within the area of jurisdiction of DC17, 13 have reported that the
office equipment available to them is adequate to fulfill their responsibilities; 15
indicated that the office furniture available is adequate and 11 reported the availability of
adequate office accommodation. DC17 is therefore well positioned in terms of
administrative infrastructure to operate effectively.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act indicates that nothing precludes a local authority from carrying out these
powers and functions within its service area. There are 16 powers and functions listed in
Section 84(1) of the Act; of these 12 are currently carried out by local authorities within
DC17 aloeit relatively sparsely.  Integrated development planning and solid waste
disposal is carried out by 8 local authorities (not necessarily the same ones) within DC17
while the promotion of tourism is undertaken by 6 local authorities. As a consequence
the district municipality is required to assume a substantial load (as provided for in the
Act). The Bloem Area Transitional District Council (whose service area excluding the
Southern Free State DC17 will assume) is the most capacitated of the transitional district
councils in the Free State; in addition the City of Bloemfontein currently provides
assistance with service delivery to local authorities in the Southern Free State (DC16 in
terms of the demarcation).

Eight of the transitional local councils within DC17 supply electricity to the communities
within their service area; of these local authorities 6 have indicated that their electricity
supply infrastructure is adequate. Seven local councils provide a water borne sanitation
service (3 of these local authorities have reported adequate infrastructure) while 10 local
councils provide a water distribution network (in all cases this is regarded as adequate).
While progress has been made in establishing basic service delivery infrastructure, there
are still backlogs that need to be addressed. The local authorities within DC17 currently
perform other functions including 26 Schedule 5 functions and 14 Schedule 4 functions.
Bloemfontein TLC is the biggest municipality within this region. This municipality is the
largest contributor to the income base of this region.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There are within the district council region a total of four finance directors with an
average of 14.25 years experience. Only three of the directors are registered with a
professional society. There are a total of 31 staff members who reports to three 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 678 709 and an Income per Capita of R70. The
main revenue sources are Levy Income 85% and Grant Income 5%.

Assessment of Efficiency

Exp as a % of Total Income

Salaries as a % of Total Exp

85%

7%

Operating expenditure is well managed by the DC.

Assessment of Liquidity

Current Ratio

Cash/Current Assets

IAccRec/ Income

Debt Per Capita

7.00:1

-8%

213%

R99

Although the liquidity ratio is fairly strong, the debtors outstanding amounts to R101
million and the DC has a negative cash balance of R9 million. There seems to be serious

lack of effective management control on its credit policies.

CONCLUSION

This is a Classification 1 Category C municipality.
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DISTRICT COUNCIL - DC18 (Gold Fields)

INSTITUTIONAL ASSESSMENT

Description of the Area

The district municipality DC18 has within its area of jurisdiction primarily the Free State
Goldfields together with primarily agricultural regions in the west. The service area of
DC18 is substantially that of the Goldfields Transitional District Council; there are five
Category B municipalities within its area of jurisdiction.

Population

The popuktion of DC18 & the lrgest among the district municipalites within the Free State Province — i
conpreed n 1996 of 700 749 peopk (26,6% of the total popultion n the Free State) or 161 505
households.  The number of regstered voters within the service area of DC18 & gven as 301 077 (43,0%
of the total population of DC18).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities the number of municipal
employees within the service area of DC18 totals 3 731; in addition there are 62 senior
municipal managers and 56 other municipal managers within the existing local authority
structures. The population number per municipal employee of 188 is the second highest
among the Category C municipalities within the Free State while the population number
per municipal manager of 5 938 is the highest among the district municipalities in the
Province.  While the ratio of population number per municipal employee is at an
acceptable level, the ratio of population number to municipal manager indicates a dearth
of municipal managerial capacity within DC18.

Institutional and Technical Capacity

DC18 has within its area of jurisdiction a total of 23 municipal managers with an average
of 8,8 years’ experience between them. Of the 23 incumbents in the post of municipal
manager, 9 are registered with an appropriate professional institution. None of the
incumbents is female while 10 have a previously disadvantaged background and one is
over the age of 55. There are 12 incumbents in the post of Chief Technical Officer within
the service area of DC18 with an average of 10,4 years’ experience between them. Three
of these incumbents are professionally registered. Of the 12 incumbents one is from a
previously disadvantaged community.  Particularly within the technical area, the local
authorities within DC18 have had difficulty in filling vacant posts. 240 of the 572 posts
within the technical operations of the local authorities in DC18 are vacant, many of these
are senior and middle management positions. DC18 is adequately catered for in terms of
administrative managerial capacity.
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There are 18 transitional local councils within the area of jurisdiction of DC18. Of the
local authorities within the service area of DC18, 14 have reported that the office
equipment available to them is adequate to undertake their responsibilities, 15 indicated
that the office furniture available is adequate and 12 reported the availability of adequate
accommodation. As a consequence, DC18 is well positioned in terms of infrastructure
for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C or district municipality.
Section 84(3) of the Act indicates that nothing precludes a local authority from carrying
out these powers and functions within its service area. There are 16 powers and functions
specified in Section 84(1) of the Act; of these 14 are carried out by the local authorities
within DC18 but relatively sparsely. Integrated development planning is carried out by 7
local authorities within DC18; the imposition and collection of taxes, levies and duties by
5 local authorities and the receipt, allocation and distribution of grants by 5 local
authorities (although not necessarily the same ones). As a consequence the district
municipality is required to assume a substantial load (as provided for in the Act).

Fourteen transitional local councils within DC18, 14 supply electricity to consumers
within their service area, and twelve of these local councils have indicated that the
infrastructure to supply the service is adequate. The infrastructure to supply basic
services within DC18 has been developed — backlogs are most pronounced in respect of
the sanitation service. The local authorities within the service area of DC18 currently
carry out other functions including 25 Schedule 5 functions and 14 Schedule 4 functions.

Welkom TLC is the biggest municipality and the largest contributor to the income base of
this region because of the mining activity.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There is within the district council region only one finance director with lyear’s
experience. The director is not registered with a professional society. There are a total of
5 staff members who reports to two line managers. The staff needs traning in certain areas to fulfl
the accounting functions of the District Council

Assessment of Revenue

The District Council has a population of 700 749 and an Income per Capita of R54. The
main revenue source is Levy Income 87%.
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Assessment of Efficiency

Exp as a % of Total

Income

Exp

Salaries as a % of Tota

Total Exp

Repairs as a % of]

15%

42%

1%

The DC’s operating expenditure is fairly well managed.

Assessment of Liquidity
Current Ratio |Cash/Current Assets |AccRec/ Income Debt Per Capita
6.11:1 54% 5% R14

The liquidity ratio’s of the DC seems fairly strong. The debtors outstanding are only R2
million and the Net Bank Balance R20 million. This indicates that the debtors within this
District Council is well managed and maintained. This region is not over burdened with

debt.

CONCLUSION

The recently developed racing track has created a potential for growth in the region,

which will impact positively on the revenue of the region. This DC is a Classification 1

Category C municipality.
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DISTRICT COUNCIL - DC19 (Eastern Free State & Gold Fields)

INSTITUTIONAL ASSESSMENT
Description of the Area

The district municipality DC19 is situated within the Free State Province and comprises
the Eastern Free State, bordering for the most part on Lesotho in the east. DC19 will
assume the service area of the Eastern Free State Transitional District Council (to a
substantial extent) whose head office is situated in Bethlehem. The area is primarily
agricultural in nature but also includes the former homeland area of QwaQwa. There are
five Category B municipalities contained within the service area of DC19.

Population

The population of DC19 is the second largest among the Category C municipalities in the
Free State Province, it comprised in 1996 of 680 586 people (25,8% of the total
population of the Free State) or 156 911 households. The number of registered voters
within the service area of DC19 us given as 305 234 (44,8% of the total population of
DC19).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities within the service area of
DC19, the number of municipal employees within the area totals 2 677; in addition there
are 84 senior municipal managers and 85 other municipal managers within the existing
local authority structures. The population number per municipal employee of 254 is the
highest among the Category C municipalities in the Free State while the population
number per municipal manager of 4027 is only the third highest among district
municipalities in the Province. What these ratios reflect is the impact that the population
within the Phuthatidjaba area has on DC19 both in terms of municipal staff to service the
district municipality but also on the municipal managerial capacity.

Institutional and Technical Capacity

Based on the information provided by the local authorities, DC19 has within its area of
jurisdiction 33 municipal managers with an average of 10,9 years’ experience between
them.  Of these 33 incumbents, 21 are registered with an appropriate professional
institution.  Fourteen of the incumbents are from a previously disadvantaged background
while a further four are female; four of the 33 incumbents are over the age of 55. From a
technical perspective DC19 has 17 incumbents carrying the post of Chief Technical
Officer (Town Engineer), six of whom are professionally registered (there is an average
of 10,9 years’ experience between the technical incumbents as well). Seven of the
technical incumbents are from a previously disadvantaged background; one of the 17
incumbents is over the age of 55.
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Of the local authorities within the area of jurisdiction of DC19, 16 have reported that the
office equipment available to them is adequate to fulfill their responsibilities; 16 have
indicated that the office equipment available to them is adequate and 14 reported the
availability of adequate office accommodation. DC19 is therefore well positioned in
terms of administrative infrastructure to operate effectively.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
83(4) of the Act indicates further that nothing prevents a local authority from carrying out
these powers and functions within its service area. There are 16 powers and functions
identified in Section 84(1) as being the responsibility of district municipalities; all of
these are currently carried out by local authorities within DC19 albeit relatively sparsely.
The activity that appears most regularly is the provision of municipal roads for the district
area which is undertaken by 9 local authorities within DC19. As a consequence,
therefore, the district municipality is required to assume a substantial load (as provided
for in the Act). The Eastern Free State Transitional District Council (whose service area
will substantially be assumed by DC19) lacks capacity and is to a large extent dependent
on the transitional local council of Bethlehem, particularly in respect to technical issues.

Thirteen of the transitional local councils within DC19 supply electricity to communities
within their service area; of these local authorities 12 have indicated that the electricity
distribution network within their service area is adequate.  Eighteen transitional local
councils operate a water distribution network, the infrastructure of 15 of which is
adequate for service provision. Although there are 13 local authorities within DC19 that
provide their consumers with water borne sanitation, only 7 have reported adequate
infrastructure to render the service. While progress has been made in the provision of
basic service delivery infrastructure, there are still backlogs (in particular in respect of
water borne sanitation). The local authorities within DC19 currently perform other
functions including 26 Schedule 5 functions and 15 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There are within the district council region a total of three finance directors with an
average of 13 years experience. Only two of the directors are registered with a
professional society. There are 11 staff members who reports to two line managers. The
staff needs training in certain areas to fulfill the accounting functions of the District
Council.

86



Assessment of Revenue

The District Council has a population of 680 586 and an Income per Capita of R65. The
main revenue sources are Levy Income 38% and Grant Income 1%.

Assessment of Efficiency

Income

Exp as a % of TotalSalaries as

Total Exp

a % of

106%

2%

Operating expenditure is clearly subsidized by grant income. Salaries and wages bill is
reasonable, which gives an indication of an efficient and capable management structure.
The expenditure on repairs is very low, which can become a future burden for the region
in terms of more expenditure on repairs than normal.

Assessment of Liquidity

Current Ratio

Cash/Current Assets

AccRec/ Income

Debt Per Capita

1.24:1

44%

16%

R23

The liquidity ratio appears good for the DC. The DC has a strong net bank balance of
R13 million and outstanding debtors of R7 million. This indicates that the credit policy of
the DC is well managed and implemented.

CONCLUSION

This is a Classification 1 Category C municipality
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DISTRICT COUNCIL - DC20 (Northern Free State)

INSTITUTIONAL ASSESSMENT
Description of the Area

The district municipalty DC20 is situated within the Free State Province and
encompasses the Northern Free State; the focal points of the service area of DC20 are the
major towns of Kroonstad, Parys and Sasolburg. Except for Sasolburg, which is an
industrial centre featuring the SASOL oil-from-coal refineries, the service area of DC20
is predominantly agricultural in nature. The service area of DC20 is predominantly that
of the Northern Free State Transitional District Council with its head office located in
Sasolburg. There are four Category B municipalities contained within the service area of
DC20.

Population

The population of DC20 is the second lowest among the Category C municipalities
within the Free State Province, it comprised in 1996 of 450 975 people (17,1% of the
total population of the Free State) or 105 937 households. The number of registered
voters in the service area of DC20 is given as 216 648 (48% of the total population of
DC20).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities the number of municipal
employees within the service area of DC20 totals 2 857; in addition there are 63 senior
municipal managers and 190 other municipal managers within the existing local authority
structures of DC20. The population number per municipal employee is the second lowest
among Category C municipalities within the Free State Province; the population number
per municipal manager of 1783 is also the second lowest in the Free State. These ratios
indicate that DC20 is well endowed with municipal staffing within its service area as well
as municipal managerial capacity.

Institutional and Technical Capacity

The information provided by the local authorities within DC20 indicate that there are 26
municipal managers within the Category C municipality’s service area with an average of
6,6 years’ experience between them; 17 of these incumbents are registered with an
appropriate professional institution.  Eighteen of the 26 incumbents are from previously
disadvantaged communities; only one of the incumbents is over the age of 55. From a
technical perspective there are sixteen incumbents in the post of Chief Technical Officer
with an average of 10 years’ experience between them; of these 10 are professionally
registered.  Among the 16 incumbents seven are from previously disadvantaged
backgrounds and three are over the age of 55. DC20 therefore has adequate managerial
capacity both from an administrative and technical perspective.
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Of the local authorities within the area of jurisdiction of DC20, 18 have indicated that the
office equipment available to them is adequate to fulfill their responsibilities; 22 have
reported that the office furniture within their operation is adequate but only 9 have
reported having adequate office accommodation. While the issue of office
accommodation may require further consideration, DC20 has adequate office equipment
and furniture for the administrative operations within its service area.

Functions

In terms of Section 84(1) of the Municipal Structures Act, Act 117 of 1998, Category C
municipalities have the functions they are to perform and the powers they are to exercise
spelt out. Section 84(3) indicates, however, that a local authority is not precluded from
carrying out any function or power allocated to a district municipality within its service
area. There are 16 powers and functions of a district municipality listed in the Act; all of
these are currently being undertaken by local authorities within the service area of DC20
albeit relatively sparsely. The promotion of local tourism is carried out by 11 local
authorities within DC20 whereas the receipt, allocation and distribution of grants is
performed by eight local authorities. As a consequence the district municipality is
required to assume a substantial load (as provided for in the Act). DC20 will assume the
service area (to a substantial extent) of the Northern Free State Transitional District
Council — this entity has experienced a capacity constraint, in particular within the
technical area.  Reliance will therefore be placed on the transitional local council
structures of Sasolburg, Kroonstad and Parys for assistance to fulfill the requirements of
the Municipal Structures Act.

Twelve of the transitional local councils within DC20 supply electricity to communities
within their service area; of these six local authorities reported that the electricity
distribution network is not adequate. All 10 local authorities within DC20 who provide
consumers within their service area with water borne sanitation have reported that the
infrastructure is adequate to provide the service. Ten transitional local councils within
DC20 operate water distribution networks; in all but one of these local authorities the
distribution network is adequate. The local authorities within DC20 currently perform
other functions including 27 Schedule 5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resource Capacity

There are within the district council region a total of three finance directors with an
average of 13.5 years experience. Only two of the directors are registered with a
professional society. The 11 staff report directly to two line managers. The staff needs
training in certain areas to fulfill the accounting functions of the District Council.
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Assessment of Revenue

The District Council has a population of 450 975 and an Income per Capita of R98. The
main revenue source is Levy Income of 82%.

Assessment of Efficiency

Income

Exp as a % of Total

Total Exp

Salaries as a % oiJRepairs as a % ofi

Total Exp

31%

23%

1%

Grant income is utilized to subsidise operating expenses. The expenditure on repairs is
very low, which can become a future burden for the region in terms of more expenditure
on repairs than normal. Salaries are a not to excessive it does however impact on the

profitability of the region, which also has a negative effect on its cash flow situation.

Assessment of Liquidity

Cash/Current Assets

Debt Per Capita

3%

R124

Current ratio indicates that the DC has a fairly good position. The Net Bank Balance is

only R482, 812.00 and debtors outstanding R205, 178.00.

CONCLUSION

This is a Classification 1 Category C municipality.
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