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MUNICIPALITY GT411 Krugersdorp TLC

INSTITUTIONAL ASSESSMENT
Description of the area

This area consists of the large town of Krugersdorp and the farmlands to its west and
up to the Magaliesberg. As such, the area is a mix of urban and peri-urban and rural
areas, with Krugersdorp not only being a self-standing town but also the primary
service centre for the areas to its west.

Population

GT411 has a population of 224 715 or 61 838 households. There are 132 929
registered voters in GT411, or 41% of DC total.

Population to municipal employees / manager ratios

GT411 is currently serviced by 1 773 municipal employees, seven senior managers
and 44 other managers. This ratio of managers to employees suggests a current
management deficiency. There is a good population per employee number of 127, but
a demanding population per manager number of 4 406

Institutional and Technical Capacity

The average years of experience of senior managers of GT411 is 11 years, and 57% of
them are professionally registered. In GT411 85,7% of senior managers are
previously disadvantaged individuals. This is a very favourable ratio by comparison
with national norms.

Functions

Municipalities in GT411 currently perform 14 Schedule 4 functions and 20 Schedule
5 functions. There are no recorded functions performed by the DC. The functions
performed locally at present include: billboards, cemeteries/crematoria, cleansing, city
engineering, refuse and solid waste disposal, public nuisance control, control of liquor
outlets, emergency services, fencing and fences, library, licensing/control of food
outlets, licensing service, local amenities, local sports fields, parks and recreation,
roads, noise control, public places, street trading, and traffic and parking — mostly
performed by Krugersdorp.

Given Krugersdorp’s very significant capacity, it could provide the required levels of
services within the entire Category B area of which it is now part.



FINANCIAL ASSESSMENT
Assessment of financial human resource capacity

The major TLC where capacity is in place in the area, is Krugersdorp. The human
resources are highly developed within this area and it is possible to attract additional
capacity from the Western Gauteng Services Council that is currently managing the
additional Transitional Representative Councils and Transitional Rural Councils,
Magaliesberg and Magaliesburg, as well as Gatsrand. This major TLC is also located
strategically ensuring overall support in the area. There is one financial director with
five years’ experience who is highly qualified. Seven managers and 138 support staff
make this treasury department efficient.

Assessment of revenue ratios

Rates general
Total income [income per Rates income|Trading services [Economic services
per capita |capita per capita  |income per capitalincome per capita
R1 568 R467 R247 R838 R263

The Krugersdorp TLC is the major influence in this area. Owing to the relatively
small additional areas added in this consolidation, amalgamation will not have a
major impact on revenue ratios. The population employment opportunities in this
district council are reflected in the relatively high income the capita. Notwithstanding,
the unemployment figure is still high at 29 670 people. Although major mines have
closed down in this area, remaining economic attractions are responsible for a
population influx, and housing grant dependency may grow in the future. Overall
grant dependency is currently low at 1,2%. The revenue base is nicely spread
between the different services. Electricity makes up 25.5% of total income although
electricity distribution does not cover the whole area (like the big suburb of Kagiso
with approximately 23 000 households and the remaining mines) with the possibility
that revenue streams can still improve. Tariffs in Krugersdorp were high but
improved productivity helped to reduce them. The introduction of prepaid metering
has had a positive impact on revenue ratios.

Income mix as percentage of total
income

Rates and general income 29,8
Electricity income 39,7
Water income 13,8
Other income 15,5
Grant income 1,2
Total 100,0




Assessment of efficiency

Exo/Inc Ex Grants Salaries/ Repairs/ Costofsales  [Cost of sales
P Expenditure [Expenditure Water Electricity
101% 32% 1% 68% 54%

The efficiency ratios in the town are positive and this can impact well on rural areas’
efficiency. The salary bill is high but the restructuring process will correct that. The
low expenses on repairs and maintenance compared to income may increase
dramatically once the infrastructure of this new area is introduced, as maintenance is
required especially on roads. Currently Krugersdorp Local Council is addressing
water leaks in the area, in conjunction with the Rand Water Board. The cost of sewer
purification is included in the water expense figure above giving a wrong impression
of inefficiency in bulk water.

Assessment of liquidity

Cash currenjAcc rec totalTotal debt totalTotal debt per
Current ratio |assets revenue revenue capita
1,08:1 27% 54% 70% R1 098

The current good liquidity of Krugersdorp is due to good credit control strategies.
Escom and Rand Water supply the rural areas, reducing the inherent risk in debtors
for the new municipality. The debt per capita is average, leaving room for more
future lending.  The cash holdings ratio is acceptable taking into account that
Krugersdorp has R62 million in short-term investments (90 days and less). Thus
expenses cover is nearly the required three times to reduce the risk in this area.

CONCLUSION

Based on the level of budgeted income and institutional capacity to out the range of
Schedule 4 and Schedule 5 functions currently performed, GT411 is regarded as a
Classification 2 Category B Municipality.



MUNICIPALITY GT412 Randfontein TLC

INSTITUTIONAL ASSESSMENT
Description of the area

This relatively small area essentially comprises of the town of Randfontein and the
peri-urban areas to its west. This area seems likely to be subjected to urbanisation
pressures in the future, and may require careful management from that point of view.

Population

GT412 has a population of 106 713 people or 26 920 households. There are 60 538
registered voters in GT412, or 18% of the DC total.

Population to municipal employees / manager ratios

GT412 is currently serviced by 686 municipal employees, five senior managers and
13 other managers. This yields a fair to good rate of 156 people per employee, but a
somewhat concerning rate of 5929 people per manager.

Institutional and Technical Capacity

The senior managers in GT 412 have an average of 11,6 years’ experience and 20% of
them are professionally registered. The last figure is below the national norm. There
are no previously disadvantaged individuals among the senior managers.

Functions

GT412 municipality currently performs 10 Schedule 4 functions and 14 Schedule 5
functions.  The number of DC functions performed here is not recorded, but is
presumably significant. Fourteen current Schedule 5 local government functions in
the area are reflected: billboards, cleansing, public nuisance control, control of liquor
outlets, emergency services, fencing and fences, library, licensing and control of food
outlets, licensing service, parks and recreation, roads, noise control, street trading, and
traffic and parking. It seems likely that these functions would still be appropriate in
any future split of Category B/C powers and functions.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The major TLC's where there is limited capacity in the area is Randfontein. However,
it is possible to attract additional capacity from the Western Gauteng Services Council

which will have spare capacity once the merger has taken place. This TLC is also
located strategically ensuring owverall support in the area. Four managers and 61



support staff assist the one unregistered financial director who has two years’
experience.

Assessment of revenue ratios

Rates genera
Total incomejincome pernRates income/Trading services[Economic services
per capita |capita per capita  |income per capitalincome per capita
R1 234 R352 R195 R764 R117

Randfontein will have a positive impact on revenue ratios owing to advance
installation of pre-paid water as well as electricity meters. Grant dependency for
revenue will increase from the current 2,2%, as the need for new development,
especially housing and services, will remain in the near future. The closure of mines
will have a negative impact on revenues, but industry will be able to address this
problem.  Electricity made up 49,4% of total income, although distribution does not
cover the whole area; should the distribution area be expanded, revenue will improve.

Income mix as percentage of total
income

Rates and general income 28,6
Electricity income 49,4
Water income 12,5
Other income 7,3
Grant income 2,2
Total 100,0

Assessment of efficiency

Exo/Inc Ex Grants Salaries/ Repairs/ Costofsales  [Cost of sales
P Expenditure [Expenditure Water Electricity
87% 34% 5% 73% 66%

The salaries component compared to total expenses is acceptable and restructuring
will further enhance efficiency. Low expenditure on repairs and maintenance may
lead to future problems. Water purification is included in the bulk water expenses
creating a false perception of inefficiency. The high percentage of bulk electricity
purchases indicates reticulation losses and this should be addressed.

Assessment of liquidity

The current overall poor liquidity ratio is indicative of a smaller revenue base. The
debt per capita is low, owing to financial institutions’ negative risk assessment of this
area. The cash holdings ratio is low in the cash versus current assets ratio, exposing
the council to risk. This can be corrected with better credit control.



CONCLUSION

Based on the level of income and the institutional capacity to undertake the current
range of functions, GT412 is regarded as a Classification 3 Category B Municipality.



MUNICIPALITY GT414 Westonaria TLC

INSTITUTIONAL ASSESSMENT
Description of the area

GT414 is immediately south west of the Johannesburg metropolitan area and, as such,
could be the subject of significant urbanisation pressures in the future. It is a mixture
of suburban and peri-urban settlement characteristics.

Population

This area is comprised of 115 272 people or 23 225 households. There are 46 642
registered voters here, or 14% of the DC total.

Population to municipal employees / manager ratios

GT414 is currently serviced by 452 municipal employees, five senior managers and
ten other managers, giving figures of 255 people per employee (which is fair to poor)
and 7 685 people per manager (which is poor).

Institutional Technical Capacity

Senior managers in GT414 have an average of 8,8 years’ experience and 60% are
professionally registered. Twenty per cent are previously disadvantaged individuals.

Functions

In GT414 municipalities currently perform 10 Schedule 4 functions and 14 Schedule
5 functions. The number of functions performed by the District Council is unknown.
Amongst  the  functions  currently  performed  locally are:  billboards,
cemeteries/crematoria, cleansing, public nuisance control, licensing/control of food
outlets, local amenities, local sports fields, municipal parks and recreation, municipal
roads, public places, refuse and solid waste disposal, street lighting and street trading.

FINANCIAL ASSESSMENT
Assessment of financial human resource capacity

Westonaria is the major municipality, but with limited capacity. However, it is
possible to attract additional capacity from the Western Gauteng Services Council,
which will have spare capacity once the merger has taken place. Three managers and
25 support staff assist the one registered financial director with 12 years’ experience.
There are four vacancies.



Assessment of revenue ratios

Rates genera
Total incomejincome penRates income/Trading services|Economic  services
per capita |capita per capita |income per capitafincome per capita
R528 R199 R86 R258 R71

Westonaria is an old mining town where most of the mines have closed down, eroding
the income base. Unemployed people total 14 619 or 12,68%. If employment
opportunities are created it will have a positive effect on revenue. Existing mines
supply water and electricity to the bulk of their employees. There are several large
townships in this area in need of upgrading in infrastructure. Once a culture of
payment is established this may have a positive medium-term influence on revenue
ratios.  Grant dependency for revenue will remain high as the need for new
development and services will increase in the near future.

Income mix as percentage of total
income

Rates and general income 37,7
Electricity income 31,6
Water income 17,2
Other income 8,6
Grant income 4,9
Total 100,0

Assessment of efficiency

Exo/Inc Ex Grants Salaries/ Repairs/ Cost of sales  |Cost of sales
b Expenditure [Expenditure Water Electricity
105% 44% 4% 63% 61%

Efficiency has been reduced owing to the closure of mines in the area, especially in
the salary component, and this must be addressed in the restructuring required by
demarcation process. Productivity must be addressed in the short term to enhance
overall efficiency, as the salary component is so high. The bulk electricity purchases
figure as well as bulk water is in line, but it appears that some reticulation loss occurs.

Assessment of liquidity

Cash  currentAcc rec totalTotal debt totalTotal debt per
Current ratio |assets revenue revenue capita
3,141 22% 66% 29% R153

The current overall liquidity ratio appears relatively strong .However the accounts receivable is high at
66%,indicating a need to improve credit control.The cash position is good but revenue collection must
improve in order to maintain the current cash holding. The debt per capita is low, as the mines have
historically done a lot of capital expenditure on infrastructure.



CONCLUSION

Based on the level of budgeted income and the united institutional capacity to
undertake the moderate functions, GT 414 is regarded as a Classification 4 Category
B municipality.
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MUNICIPALITY GT421 Vereeniging/Kopanong TLC

INSTITUTIONAL ASSESSMENT

Description of the area

GT421 has the Vaal River as its southern boundary, and includes the large towns of
Vanderbijlpark and Vereeniging within its boundaries, extending northwards to
include Everton. It is strongly industrial in character as an area.

Population

This largely urban and industrial area has a population of 598 105 or 149 520
households. It is possible that at some stage it could mature to the point of a
metropolitan area. There are 312 169 registered voters in the area, or 83% of the DC
total.

Population to municipal employees / manager ratios

Based on the information supplied, GT421 has 2 280 employees and 95 senior and
other managers, giving a fair population per employee figure of 262 and more
demanding population per manager figure of 6 296.

Institutional and Technical Capacity

The MDB database indicates GT421 has 12 senior managers with an average of 13,2
years’ experience, 83% of whom are professionally registered. A total of 58% of
senior managers are previously disadvantaged individuals.

Functions

GT421 municipalities currently perform 15 Schedule 4 functions and 18 Schedule 5
functions.  The District Council performs four functions. The range of Schedule 5
functions currently being performed seems low.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

There are sufficient human resource numbers in management and support staff. The
municipality should have the capacity to handle all financial functions.
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Assessment of revenue ratios

Rates genera
Total incomejincome pefRates income/Trading services|Economic  services
per capita |capita per capita |income per capitafincome per capita
R846 R302 R191 R400 R145

The Vereeniging/Kopanong MLC is the major former municipality in this area with
some industries supplementing the local economy, which is dependent on agricultural
activities in this high-yield area.The supply of electricity to the farming and rural
community and the rest of the area is not in the hands of the local councils, thus the
revenue generated is earned elsewhere.The dependency on grants is low at 1,8% of
total income. The large population of 597 948 will be a future source of income. The
industrial base of the area may be able to absorb the unemployed in the medium term.

Income mix as percentage of total
income

Rates and general income 35,7
Electricity income 24,4
Water income 22,5
Other income 15,6
Grant income 1,8
Total 100,0

Assessment of efficiency

Exo/Inc Ex Grants Salaries/ Repairs/ Cost of sales  |Cost of sales
P Expenditure [Expenditure Water Electricity
135% 22% 4% 72% 0%

Based on the available information, the combined salaries are low and efficient use is
being made of this resource. The repair and maintenance efficiency ratios are also
acceptable. The costs of water sales appear to be reasonable. Electricity services are
provided on an agency basis.

Assessment of liquidity

Cash  currenfAcc rec totalTotal debt totalTotal debt per
Current ratio |assets revenue revenue capita
1,231 9% 9% 9% R78

The Vereeniging/Kopanong MLC has a major impact on the liquidity ratios. Debt per
capita is low, leaving room for future expansion.

CONCLUSION

12



Based on the level of budgeted income and the institutional capacity to undertake the
range of Schedule 4 and Schedule 5 functions, GT421 is regarded as a Classification 1
Category B municipality.
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MUNICIPALITY GT422 Randvaal TLC

INSTITUTIONAL ASSESSMENT
Description of the area

GT422 is a mainly rural and peri-urban area, which has the Vaal River as its southern
boundary and extends north to Walkerville.

Population

This area is a mixture of small towns and farmlands, and comprises some 53 783
people, or 17 696 households. There are 29 328 registered voters in GT422, or 7% of
the DC total.

Population to municipal employees / manager ratios

The population is currently supported by 134 municipal employees, 12 senior
managers and 44 other managers. This yields a somewhat demanding people per
employee figure of 401 but a good people per manager figure of 960.

Institutional and Technical Capacity

Senior managers in GT422 have an average of 12 years’ experience and 44% of them
are professionally registered. Previously disadvantaged individuals constitute 62,9%.

Functions

In GT422, 13 Schedule 4 functions and 21 Schedule 5 functions are performed by
local authorities and 12 functions are performed by the District Council. The database
reflects that functions currently carried out in the area include: billboards, city
engineering, cleansing, public nuisance control, liquor outlet control, emergency
services, library, food outlet licensing/control, local amenities, local sports fields,
municipal parks and recreation, municipal roads, public places, refuse and solid waste
disposal, street trading, traffic and parking. It seems likely, given the local staffing,
that no new functions should be taken on at Category B level, and that the current
split of functions would approximate those adopted in the future.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

There are sufficient human resources in management and support staff. — The
municipality should have the capacity to handle the overall financial functions. Eight

managers and ten support staff assist the two registered financial directors who have
an average of four years’ experience. There are no vacancies.
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Assessment of revenue ratios

Rates genera
Total incomejincome pernRates income/Trading services[Economic services
per capita |capita per capita  |income per capitalincome per capita
R1 083 R466 R267 R497 R120

This area includes a number of businesses which supplement the local economy.
Although electricity is currently only 10,5% of total income, the supply of electricity
and water can improve the revenue ratios if the total area is supplied. The
dependency on grants is high at 4,8% of total income. The unemployment percentage
is low at 4,2% and this will have a positive impact on revenue.

Income mix as percentage of total
income

Rates and general income 43,0
Electricity income 10,5
Water income 27,9
Other income 13,8
Grant income 4,8
Total 100,0

Assessment of efficiency

Exp/inc Ex Grants Salaries/ Repairs/ Cost of sales  |Cost of sales
Expenditure [Expenditure Water Electricity
86% 21% 11% 91% 5%

The combined salaries are low and efficient use is being made of this resource. The
rest of the efficiency ratios are acceptable compared to the corresponding revenue.

Assessment of liquidity

Cash  currenfAcc rec totalTotal debt totalTotal debt per
Current ratio |assets revenue revenue capita
0,70:1 8% 33% 52% R564

The current ratio is low and has to be improved . As a result of the poor revenue
collections , the cash position is very weak . Credit control measures should be
improved substantially in order to improve both the current ratio and the cash position
of the Municipality.

CONCLUSION

Based on the level of budgeted income and the institutional capacity present, GT422
is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY GT423 Heidelberg TLC

INSTITUTIONAL ASSESSMENT
Description of the area

GT423 is in southeast Gauteng, and extends from Heidelberg in the west, to Devon in
the east. The area is characterised by a large town (Heidelberg), some smaller towns
and rural areas.

Population

This area has a population of 65 584 or 15 523 households, most of which are in the
Heidelberg area. There are 33 530 registered voters in GT423, Or 9% of the DC total.

Population to municipal employees / manager ratios

GT423 is currently serviced by 400 municipal employees, ten senior managers and 35
other managers, Yyielding fair to good people per employee and people to manager
figures of 164 and 1 457 respectively.

Senior managers n GT423 have an average of 12,5 years’ experience 50% of whom
are professionally registered, and 56% are previously disadvantaged individuals.

Functions

In GT423 13 Schedule 4 functions and 22 Schedule 5 functions are performed by
local authorities and the DC performs 17 functions. Given this capacity, it is perhaps
not surprising that a fairly impressive list of Schedule 5 local government functional
activities is  recorded. These include: billboards, cemeteries/crematoria, city
engineering, cleansing, public nuisance control, control of liquor outlets, emergency
services, animal care facilities, fencing and fences, library, licensing/control of food
outlets, licensing service, local amenities, local sports fields, municipal parks and
recreation, municipal roads, noise pollution, public places, refuse and solid waste
disposal, street lighting, and street trading.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

There are sufficient human resource numbers in management and support staff. The
municipality should have the capacity to handle the overall financial functions. Ten

managers and 25 support staff assist the two registered financial directors who have a
combined average of four years’ experience. There are three vacancies.
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Assessment of revenue ratios

Rates genera
Total incomejincome pernRates income/Trading services[Economic services
per capita |capita per capita  |income per capitalincome per capita
R1 309 R397 R158 R769 R143

Total income per capita is high. The supply of electricity to the farming community
and the rest of the area are not in the hands of the local councils, hence those revenues
do not flow to the Municipality .It seems that the Municipality will be reliant on Grant
Income.

Income mix as percentage of total
income
Rates and general income 36,6
Electricity income 35,9
Water income 12,2
Other income 15,3
Total 100,0

Assessment of Efficiency

Exo/Inc Ex Grants Salaries/ Repairs/ Cost of sales  |Cost of sales
b Expenditure [Expenditure Water Electricity
128% 15% 2% 62% 69%

The combined salaries are low and efficient use is being made of this resource.
Repairs, as a percentage of expenses is low. The high expenses in purchases of bulk
water and electricity may be due to reticulation losses, either from technical or illegal
connections.

Assessment of liquidity

Cash  currentAcc rec totalTotal debt totalTotal debt pen
Current ratio [assets revenue revenue capita
3,22:1 58% 40% 36% RA467

Both the current ratio and the cash position are strong. The high accounts receivable
figure should be closely monitored and not be allowed to deteriorate.The high debt
per capita may restrict future development.

CONCLUSION

Based on the level of budgeted income and the institutional capacity, GT423 is
regarded as a Classification 3 Category B municipality.
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MUNICIPALITY OF GT 02b1

INSTITUTIONAL ASSESSMENT
Description of the Area

The cross boundary Category B Municipality of GT02bl is located to the east of
Pretoria between Hammanskraal and Kwamhlanga. It includes the town of Moloto,
but is largely agricultural. It is within CBDC2 and MP315 is directly to the east of it.

Population

In 1996 the population comprising the area of GT02bl was 58 417 people or 15 605
households. There are 18 655 registered voters in GT02b1.

Population to Municipal Employees / Manager Ratios

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

Institutional and Technical Capacity

GTO2bl has 12 senior managers with an average of seven and a half years’
experience.  Seven of these managers are registered with appropriate professional
institutions, one is over 55 years of age, one is a female and six are from a previously
disadvantaged community.  Regarding technical managers, there are three with an
average of five years’ service.

Within the service area of GTO2bl, one local authority indicated that it has adequate
office furniture, while office equipment and accommodation is reported as inadequate.

Functions

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

The local authorities within GTO2b1 currently perform 11 Schedule 4 functions and
21 Schedule 5 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resource Capacity

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

Total Income PerRates Income PenTrading Services Income
Capita Capita Per Capita

R492 R66 R202

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

Assessment of Efficiency

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

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

Assessment of Liquidity

Current Ratio [Total Debt Per Capita
0.98:1 R309

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

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range
of local functions, GTO2b1 is regarded as a Classification 4 Category B municipality.
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DISTRICT COUNCIL DC42 Vereeniging/Kopanong

INSTITUTIONAL ASSESSMENT

Description of the area

This Category C municipal area comprises the broad swathe of towns and commercial
farms between the Vaal River and the southern borders of the Johannesburg and East
Rand metropolitan areas.

Population

DC42 has a population of 717 472 or 182 739 households, most of which are in the
larger towns around which the three Category B municipal areas are arranged. The
average household income in DC42 is R3 593.00, which is above national average.

Population to Employees/Managers

The population to employee and manager numbers in DC42 (175 and 2 376), are
above national average and the overall capacity levels in this District Council must be

regarded as fair to good.
Functions

The District Council will likely play a variable role in relation to the Category B
municipalities, with its future responsibilities being more significant in the central and
eastern areas.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

There are within the District Council region a total of two finance directors with an
average of 14.5 years experience. Both the directors are registered with a professional
society. There are a total of 35 staff members who report to eight line managers. The
staff needs training in certain areas to fulfil the accounting functions of the District
Council.

Assessment of Revenue

The District Council has a population of 717 472 and an income per capita of R23.
The main revenue source is levy income of 90%.
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Assessment of Efficiency

Total Income as a %Salaries as a % offRepairs as a % of
of Total Expenditure [Total Exp Total Exp

25% 55% 1%

The salaries are very high at 55% of total expenses. The low expenses on repairs and
maintenance compare to the total expenses, may appear positive but may be an
indication of the need for massive possible spending requirements. The synergy of
the unbundling can reduce the management requirements of repairs and maintenance.

Assessment of Liquidity

Current Ratio |Cash/Current Assets |Acc Rec/ Income |Debt Per Capita

0.52:1 23% 57% R40

Eskom and Rand Water supply the rural areas reducing the inherent risk in debtors for
the new District Council. The large industrial component in the utility services should
stabilize the payment levels as well as the surpluses. Given the poor liquidity ratio of
all areas, it is clear that inadequate collection or credit control is in practice. Although
the debt per capita is still low compared to other areas, given the big capital
expenditure since 1994 in the total area, this debt should ideally be discounted over a
longer period. The ability to cover monthly expenses with the current cash position
appears fragile.

CONCLUSION
Due to the human, mining, industrial, tourism and agricultural potential in the

amalgamated areas, this will be a highly viable District Council. DC42 is a
Classification 1 Category C municipality.
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CROSS BORDER DISTRICT COUNCIL — CBDC2 Bronkhorstspruit TLC

INSTITUTIONAL ASSESSMENT
Description of the area

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

Population

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

Population to Employees/Managers

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

Functions

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

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

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

Assessment of Revenue

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

Total Income as a %
of Total Expenditure

Salaries asa %o of
Total Expenditure

Repairs as a % of
Total Expenditure

21%

55%

1%

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

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

The District Council has a current ratio below the industry standard. It has debtors
outstanding of R11 million and cash at the bank of R3.1 million.
that there is a problem of debt collection. The management of the debtors must be
investigated and vastly improved controls must be instituted.

CONCLUSION

This clearly reflects

CBDC2 appears to have the human resources as well as the revenue base to operate
effectively and is therefore a Classification 1 Category C municipality.
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CROSS BORDER DISTRICT COUNCIL CBDCS8 Randfontein TLC

INSTITUTIONAL ASSESSMENT

Description of the area

CBDC8 comprises the suburban and peri-urban areas to the west of Johannesburg,
including some relatively advanced Category B municipalities (such as Krugersdorp)
and others that will require more support from the District Council.

Population

The population of CBDC8 is 658 767 or 152 549 households, with an average
household income of R4 584.00, which is well above national norms.

Population to Employees/Managers

CBDCS8 has 3 887 municipal employees and 113 senior and other managers making
for comparatively good population per employee and manager numbers (169 and
5 830 respectively).

Institutional and Technical Capacity

The level of experience and skill levels of management in this District Council is
above national norms, and there are no obvious problem areas to highlight.

Functions
The functional split of activities between this District Council and its Category B

municipalities will vary, but the indications are that District Council responsibilities
will likely need to be greater in the south than in the north.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are two directors of finance with an average of thirteen years experience at the
District Council. Only one of the directors is registered with a professional society.
There are six-line managers who have 44 staff reporting to them. The staff has an
adequate training in all financial aspects that are needed to fulfil the
financial/administration functions of the District Council.

Assessment of Revenue

Levy income 40%, trading services 20% and grant income 3% of total income mainly
contribute the total income per capita of R190, for the District Council.
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Assessment of Efficiency

Total Income as a %o[Salaries as a % of[Repairs as a % off
of Total Expenditure ([Total Exp Total Exp
102% 32% 2%

The District Council must investigate the efficiency as its expenses exceed its income.
The salaries & wages contribute to 32% of total expenses and repairs contributed to
only 2% of total expenses.

Assessment of Liquidity

Current Ratio |Cash/Current Assets |JAcc Rec/ Income |Debt Per Capita
3.47:1 -4% 41% R101

Although the liquidity ratio appears fairly strong, the District Council has a negative
cash flow position of R2 million and has debtors of R49 million. If the credit control
policies are improved and adhered to, the cash flow position of the District Council
should improve vastly.

CONCLUSION

The District Council appears to have the human resources as well as the revenue base
to operate effectively. In addition, the expense base seems reasonable. CBDCS8 is a
Classification 1 Category C municipality.
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