NORTHERN PROVINCE
MUNICIPALITIES




MUNICIPALITY NP331 (Giyani, Bolobedu)

INSTITUTIONAL ASSESSMENT
Description of the area

NP331 is a rural area, bordered, in the east, by the Kruger National Park. The Groot
Letaba River forms its southern boundary, and most of its northern boundary is defined
by the Shingwedzi River. The area is made up of a mixture of customary-tenure and
freehold rural areas, with significantly dense settlements in portions of the areas, which
were formerly part of Gazankulu.

Population

NP331 has a population of some 216 037 people, or about 41 930 households. There are
80 177 registered voters in NP331 (37% of the district council total), making it a potential
priority area for district council resources and activity.

Population to municipal employees/managers ratios

NP331 has no recorded local-government staff or managers, and no established local-
government system, apart from the elements of local representation implied by the tribal
authorities.

Institutional and technical capacity

The Category C municipality will likely have to initially assume all local-government
functions in this area, while rapidly building up local-government competence in selected
functional areas. The more sizeable peri-urban settlements of the former Gazankulu areas
would be priorities in this regard.



FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one unregistered and inexperienced director of finance. There are four
middle managers and a support staff of 400.

Assessment of revenue
This municipality mostly consists of transitional rural councils (TRCs) and is dependent
on grants for income. New legislation will affect the revenue base - for example, the

Property Rating Bill - but the dependency on grants will prevail in the foreseeable future.

Assessment of efficiency

As this municipality mostly consists of rural councils currently administered by the
district council, accurate efficiency assessments can only be done in the future.

Assessment of liquidity

Liquidity will depend on how assets and liabilities are distributed from the existing
municipalities and, therefore, accurate liquidity assessments are not available now.

CONCLUSION

As the local government structure still needs to be established, NP331 is regarded as
a Classification 6 Category B municipality.



MUNICIPALITY NP332 (Letsitele, Gravelotte)

INSTITUTIONAL ASSESSMENT
Description of the area

NP332 is located north of Tzaneen, and most of the area comprises customary-tenure
rural areas, although the town of Duiwelskloof is included. Much of the area is part of
the former Lebowa homeland, and fairly inaccessible.

Population

There are some 245 798 people living in this large area, or some 50 507 households.
There are 75 942 registered voters in NP332, or 26% of the district council total, making
this a potential priority area for district council activity.

Population to municipal employees/managers ratios

In terms of existing local-government capacity, there are 100 municipal employees and
nine managers currently available in the area, resulting in unfavourable population-per-
employee and population-per-manager figures of 2 458 and 27 311 respectively.
However, these figures reflect the limited existing small-town capacity of the area, in
combination with a substantial rural population.

Institutional and technical capacity

Senior managers in NP332 have an average of six years' experience, and 60% are
professionally registered. Forty per cent of senior managers are previously disadvantaged
individuals.

Functions

In NP332 municipalities currently perform three Schedule 4 functions and 15 Schedule 5
functions. According to the Municipal Demarcation Board database, the district council
does not perform any functions. Local government functions are currently exercised
primarily in Duiwelskloof.



FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has a registered director of finance with very little experience. Two middle
managers and 27 support staff make up the rest of the finance department. As in the case
of NP331, the financial and administrative staff complement lacks training in the
necessary financial disciplines. While senior management is in place, collectively they
have very little experience. Middle management numbers appear adequate to manage the
day-to-day operations.  This municipality on its own lacks the capacity to fulfil its
financial functions, and will be dependent on the district council in the short-term.

Assessment of revenue

This municipality mostly consists of TRCs and is dependent on grants for income. New
legislation will affect the revenue base, for example, the property rating bill, but the
dependency on grants will prevail in the foreseeable future.

Assessment of efficiency

As this municipality mostly consists of rural councils currently administered by the
district council, accurate efficiency assessments can only be done in future.

Assessment of liquidity

Liquidity will depend on how assets and liabilities are distributed from the existing
municipalities. The only available figures of debt per capita appear low and are not a
cause for concern at the moment.

CONCLUSION

Based on the budgeted income, institutional capacity and inadequate functions performed
in NP 332, this municipality is regarded as a Classification 6 Category B municipality.



MUNICIPALITY NP333 (Tzaneen, Haenetsburg)

INSTITUTIONAL ASSESSMENT
Description of the area

NP333 comprises the medium-sized town of Tzaneen and the rural areas to the south.
Tzaneen itself has long been recognised as a relatively successful service centre to the
citrus estates and other commercial farms in the area. Some of the farms are now
included in NP333, together with townships and customary-tenure areas, which are the
places where many workers live.

Population

There are close to 24 8715 people living here, or some 50 507 households. There are 143
568 registered voters in NP333, or 48% of the district council total.

Population to municipal employees/managers ratios

In the DC33 context, this is the best-resourced area, but even so it will face significant
challenges. Municipal employees currently in the area total 554, with eight senior
managers and 41 "other" managers.

Institutional and technical capacity

Senior managers in NP333 have an average of 17,5 years' experience, and 63% of them
are professionally registered. Thirteen per cent of senior managers are previously
disadvantaged individuals, which is low in the regional/demographic context.

Functions

In NP333 municipalities currently perform 11 Schedule 4 and 19 Schedule 5 functions.
This fairly high level would reflect urban specialisation in Tzaneen. The district council
performs three functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with 19 years' experience. In addition,
there are six middle managers and 32 support staff in the finance department. There is
adequate human-resources capacity in this council to fulfil its financial functions.
Experienced senior management staff exist in the treasury, while middle management and



support staff are adequately trained to handle all aspects of financial issues. There are
five vacant positions.

Assessment of revenue

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

R281 R50 R20 R220 R11

The main income of the population is derived from agriculture, and the bulk of this is
from winter vegetables. The population mainly comprises farm workers who earn low
wages and cannot be regarded as a source of revenue in the foreseeable future. Only
Tzaneen Transitional Local Council derives most of its income from rates and trading
services. The revenue base should be increased to supply the necessary infrastructure, as
the dependability on grants, at 0,5%, is inadequate. A possible major source of revenue
is the transfer of the supply of electricity for farming operations from Eskom to the new
municipality.  The agricultural and ecotourism industries may increase viability in the
medium-term.

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

Total 100,0

Assessment of efficiency

Total expenditure as ici
percentage oftotal | Selaries as | Repairsas | SERNEEr | B ERCTENS
income percentage of| percentage of | h eontage of |percentage of sales
(excluding grants) | expenses expenses sales
98% 26% 3% 8% 55%

The current salary bill, as well as expenditure on electricity, is efficient, which means that
total expenditure on these items, compared to total overall expenses and bulk purchases,
Is reasonable. Expenditure on repairs and maintenance is relatively low and could be
attributed to the small developed area that exists currently in this structure.

Assessment of liquidity



Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita

1151 13% 37% 40% R111

Current ratio

Liquidity ratios appear thin, and this municipality will have to be carefully monitored in
order to avoid a cash-flow problem in the short-term. Debt collection should be
increased, as this will undoubtedly improve liquidity.

CONCLUSION

Based on the level of budgeted income and institutional capacity, NP333 is regarded as a
Classification 4 Category B municipality.

MUNICIPALITY NP334 (Phalaborwa)

INSTITUTIONAL ASSESSMENT
Description of the area

This area is located adjacent to the border of the Kruger National Park. It is mostly a
mixture of commercial and tribal-tenure farming territory.

Population

NP334 comprises some 109 741 people, or about 25 555 households. There are 46 132
registered voters, or 13% of the district council total, in NP334.



Population to municipal employees/managers ratios

Current local authorities in NP334 employ 386 workers, six senior managers and 15
"other" managers. This yields a reasonable population-per-employee figure of 282 but a
problematic population-per-manager figure of 282.

Institutional and technical capacity

Senior managers in NP334 have an average of 8,3 years of experience, and 50% are
professionally registered. Thirty-three per cent of senior managers are previously
disadvantaged individuals.

Functions

In NP334, 11 Schedule 4 and 25 Schedule 5 functions are performed by municipalities.
The district council performs five functions. The relatively long list of Schedule 5

functions probably reflects the urban maturity of Phalaborwa, but is well beyond the
Board's expectations of a Classification 4 Category B municipality.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity
The area has one registered director of finance with 14 years' experience. There are two

middle managers and 49 support staff in the finance departments. Experienced senior
treasury management exists, supported by middle management as well as support staff.

Assessment of revenue

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

R492 R126 R94 R310 R56

The main income of the population is derived from agriculture. The population mostly
comprises farm workers who earn low wages and cannot be regarded as a source of
revenue in the foreseeable future. Only Phalaborwa derives income from rates and
trading services. The revenue base should increase when rural and mining areas that
currently fall outside the existing jurisdiction of the municipality become rateable. The
dependency on grants will remain in the foreseeable future. A possible major source of
revenue is the transfer of electricity supply from Eskom to the new municipality.

Income mix as percentage of total income
Rates and general income 25,7
Electricity income 349




Water income 28,1
Other income 10,3
Grant income 1,0

Total 100,0

Assessment of efficiency

Total expenditure as ici
percentage of oral | Sdlariesas | Repairsas | SELEED | BUCEECTEN
income percentage of| percentage of |y e nrage of [percentage of sales
(excluding grants) | expenses expenses cales
137% 36% 4% 73% 68%

While the combination of water and electricity revenue generates about 63% of total
income, margins at 73% and 68% respectively are comparatively low. This may be a
result of network losses or low markups, either of which need to be identified and
corrected. The salary costs are high when compared to total expenses.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
2,181 5% 53% 28% R135

The liquidity of the municipality is average, considering that cash is tied up in debts that
may not be fully recoverable in future. Liquidity will also depend on how assets and
liabilities are distributed from existing municipalities, as a big portion of this area
currently falls under the existing district council.

CONCLUSION

Based on wide range of functions performed locally, the budgeted income and the
institutional capacity, NP334 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY NP341 (Messina, Nzhele)

INSTITUTIONAL ASSESSMENT

Description of the area

This is a relatively sparsely settled, mainly commercial agricultural area, aligned along
South Africa’s northern-most boundary, but it includes the significant town of Messina.
A number of other small towns, including the border-post town of Beitbridge, Mopane,
Tshipise, Evangelina and Bridgewater are situated in NP341.

Population

NP341 has a population of some 33 052 people, or about 8 421 households. There are
131 332 registered voters in NP341 - only 3% of the district council total.

Population to municipal employees/managers ratios
No data are recorded in the Board’s database on municipal employees (which must be an
oversight), but 22 senior and other managers are recorded here, giving a population-per-

manager figure of 1 502, fair in this context.

Institutional and technical capacity
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Senior managers in NP341 have an average of 12 years' experience, and 83% of them are
professionally registered, which is above average. Seventeen per cent are previously
disadvantaged individuals, which certainly could be improved upon.

Functions

Sixteen Schedule 5 functions and 11 Schedule 4 functions are currently performed by
municipalities in NP341. This would seem to be consistent with the level of human
resources located here. Apparently no district council functions are performed.
FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with 11 years' experience. There is also

one middle manager and 12 support staff in the finance department.

Assessment of revenue

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

R726 R196 R85 R451 R78

The main income of the population is derived from agriculture. Only Messina derives
income from rates and a little from trading services. A possible major source of revenue
is the transfer of electricity supply for farming operations from Eskom to the new
municipality. The population at 33 052 people is low, but the income per capita is the
highest in Northern Province. A substantial amount of income is derived from economic
activities in the towns. Although the municipality receives a grant, it is not largely
dependent on it.

Income mix as percentage of total income
Rates and general income 27,0
Electricity income 35,8
Water income 26,4
Other income 7,0
Grant income 38

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 expenses expenses percentage of |percentage of sales
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(excluding grants) sales
122% 28% 3% 95% 7%

Bulk water and bulk electricity contribute 61% towards total revenue for this
municipality, and is efficient at 95% and 77% respectively. Salary costs are at average
levels when compared to total costs. Repairs and maintenance expenditure levels,
although low, are correct at the current level.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
0,59:1 12% 34% 68% R491

The liquidity of the municipality is weak as cash is tied up in debts that may not be
recoverable in future.  Liquidity will also depend on how assets and liabilities are
distributed from existing municipalities, as a large portion of this area currently falls
under the existing district council. While current ratios reflect stability in the short-term
for some, cash-flow problems do exist with revenue tied up in debtors.

CONCLUSION

Based on the level of budgeted income and institutional capacity, NP341 is regarded as a
Classification 4 Category B municipality.
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MUNICIPALITY NP342 (Mutale, Vhutshema)

INSTITUTIONAL ASSESSMENT

Description of the area

This is an entirely tribal-tenure former homeland (Venda) area on the far north-eastern
border of South Africa. It is adjacent to the extremities of the Kruger National Park, and
fairly inaccessible.

Population

NP342 comprises some 69 313 people, or about 13 113 households. There are 27 256
registered voters here, or 6% of the district council total.

Population to municipal employees/managers ratios, and capacity

NP342is currently not serviced by any local-authority employees or managers.

Functions

Clearly, this would be an area for full Category C municipal care initially, with the
longer-term objective of building up capacity for Category B functional competence.
However, to the extent that this is a mainly rural area, it is probable that the range of
functions implemented would be small.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one unregistered director of finance, with four years' experience. There is
also a support staff of four people in the finance department. This structure appears to
have the required financial director, but middle management appears thin.

Assessment of revenue

The municipal area is mostly rural-based, and therefore the revenue base is weak. It is
dependent on grants for effective governance. Since it consists mostly of rural councils

currently administered by the district council, accurate revenue assessments can only be
done in future.
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Assessment of efficiency

As this municipality mostly consists of rural councils currently administered by the
district council, accurate efficiency assessments can only be done in future.

Assessment of liquidity

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

CONCLUSION

Category B municipality NP342 has no municipal structures within its service area and
therefore dependent on the district municipality. It is therefore a Classification 6
Category B municipality.
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MUNICIPALITY NP343 (Levubu, Thohoyandou)

INSTITUTIONAL ASSESSMENT
Description of the area

This customary-tenure area includes a former capital of a sometime homeland area and,
as such, it has a modicum of local-governmental capacity. In the east it borders the
Kruger National Park, and in the south mainly the Shingwedzi River. It is bisected by the
R524 route between Louis Trichardt and Punda Maria.

Population

NP343 is very densely settled, with some 536 695 people, or about 101 645 households,
resident here. NP343 has 198 897 registered voters, or 47% of district council total, and
will therefore presumably be influential on the district council.

Population to municipal employees/managers ratios

NP343 is currently serviced by 104 municipal employees, two senior managers and two
“other" managers, and Yyields most unfavourable population-per-employee and
population-per-manager numbers of 5 161 and 134 174 respectively, among the worst in
South Africa. However, the district council is obviously likely to play a significant role
in the future.

Institutional and technical capacity

The average experience of the senior managers is 4,5 years, and 100% of them are
professionally  registered. In addition, 100% of senior managers are previously
disadvantaged individuals.

Functions

The local authorities in NP343 currently provide seven Schedule 4 functions and 15

Schedule 5 functions. No district council functions are indicated as being performed,
which, if true, will need to change in the future.

16



FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has four directors of finance, one of whom is registered, with 18 years'
combined experience. There are seven middle managers and 442 support staff. This
structure appears to have a relatively experienced pool of senior management. There are
a few vacancies.

Assessment of revenue

Total income [Rates and general|Rates income | Trading services
per capita |income per capita| per capita | income per capita
R26 R21 RO R5

The main income of the population is derived from agriculture. Only Thohoyandou
derives income from rates and a bit from trading services. The revenue base should
increase when rural areas become rateable and the necessary infrastructure is developed.
The dependency on grants will remain high in the foreseeable future. A possible major
source of revenue is the transfer of electricity supply for farming operations from Eskom
to the new municipality. The agricultural and ecotourism industries may increase the
municipality’s viability in the medium-term.

Income mix as percentage of total income
Rates and general income 30,8
Water income 19,1
Other income 54
Grant income 447
Total 100,0
Assessment of efficiency
Total expenditure as ] )
income percentage of| percentage of
(excluding grants) | €Xpenses expenses
409% 10% 2%

The municipality is dependent on grant income to cover operating expenses and to pay
for capital expenditure. The council’s expenditure levels are kept under control and look
efficient at all levels. Only 2% of total expenditure was on repairs and maintenance,
which creates the possibility of burdening the new municipality in future. Salaries are low
in comparison to the average for this category of council.

Assessment of liquidity

17



Current ratio Cash to Total debt to Total de_ bt per
current assets| current revenue capita
1,60:1 98,0% 21,0% R5

Current ratios reflect stability. The current ratio indicates that this municipality has
sufficient assets that can be translated into cash in the short-term in order to pay creditors.
The cash to current assets ratio indicates that this municipality is liquid and able to pay
current liabilities from cash. Thohoyandou currently has a wvery high bad-debt rate.
Revenue recovery is a major problem and credit-control procedures must be implemented

to ensure liquidity. Future liquidity will depend on how assets and

distributed from existing municipalities.

CONCLUSION

liabilities are

Not withstanding the level of budgeted income the limited institutional capacity in NP343
indicates a Classification 4 Category B municipality.
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MUNICIPALITY NP344 (Louis Trichardt, Elim, Tshitale)

INSTITUTIONAL ASSESSMENT
Description of the area

This large area is a mixture of a commercial and tribal-tenure rural settlement, with the
significant town of Louis Trichardt as its centre. Louis Trichardt is at the confluence of
the N1 highway and several east-west roads in Northern Province. Its growth prospects
for the future seem significant.

Population

NP344 has a population of about 458 912 people, or some 89 223 households. There are
176 476 registered voters, or 42% of the district council total.

Population to municipal employees/managers ratios

Four hundred and fifty municipal employees, eight senior managers and 38 "other"
managers are currently employed in the area. This yields unfavourable population-per-
employee and population-per-manager figures of 1 020 and 9 976 respectively, but these
figures partially reflect dense settlement outside Louis Trichardt.

Institutional and technical capacity

Senior managers in NP344 have an average of almost 20 years' experience each, and 75%
of them are professionally registered. Twenty-five per cent of senior managers are
previously disadvantaged individuals.

Functions

In terms of functions, municipalities in NP344 currently implement 13 Schedule 4
functions and 23 Schedule 5 functions. This is not inconsistent with a Classification 3
Category B municipality’s expected range. No district council functions are indicated as
being performed. The fairly wide range of functions exercised locally probably reflects
the urban maturity of Louis Trichardt.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This area has two director of finance, one of whom is registered, with a combined 42
years' experience. There are seven middle managers and 29 support staff. This

municipality appears to have the correct senior and middle management structures.

Assessment of revenue

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

R157 R21 R11 R123 R13

The income per capita is low as this is a farming area that includes areas of the former
Venda. Louis Trichardt Transitional Local Council is the main centre if the revenue base
is taken as the norm. The revenue potential of this area is enormous, given the fact that an
area such as Hlanganani Rural Local Council has a population of about 260 000, the
majority of whom does not have access to basic services such as water and electricity. If
these services were to be provided, the new municipality would extend its income base.

Income mix as percentage of total income
Rates and general income 135
Electricity income 69,5
Water income 8,9
Other income 8,1

Total 100,0

Assessment of efficiency

Total expenditure as . . Bulk water Bulk electricity
percentage of total | Salaries as | Repairsas | opaces o purchases as
income percentage of| percentage of | ho oontage of |percentage of sales
(excluding grants) | expenses expenses sales
124% 23% 14% 4% 44%

With salary costs below average when compared to total costs, staff recruiting will be
justified and necessary to improve the efficiency of this council, thereby avoiding future
operating problems. Repairs and maintenance expenditure levels appear to be at
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acceptable levels. Bulk water and electricity both generate a substantial amount of
revenue for the council, and are constantly maintained at reasonable levels.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
0,781 (16%) 23% 56% R87

Current ratios are low. There is evidence of cash-flow problems with revenue tied up in
debtors and an overdraft position. Credit-control procedures must be implemented to
improve revenue recovery and ensure liquidity. Debt per capita is low presently, but will
increase once new infrastructure is implemented.

CONCLUSION

Based on the budgeted income and good institutional capacity, NP344 is regarded as a
Classification 4 Category B municipality.
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MUNICIPALITY NP351 (Bochum, Rebone, Matlala)

INSTITUTIONAL ASSESSMENT
Description of the area

NP351 is in the northwest of the province and is a mixture of customary-tenure and
commercial-farming areas with little urban settlement, apart from a few villages.

Population

This rural area has some 150 691 people, or about 27 851 households. It has 52 338
registered voters, or 13% of the district council total.

Population to municipal employees/managers ratios, and capacity

There is no existing local-government capacity in NP351.

Functions

The Category C municipality will have to assume all functions initially, developing
selected Category B functional competence over time.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Based on the available information, this structure appears drastically short of human
resources. The municipality will require the support of the district council in the short-
term.

Assessment of revenue

This municipal area is mostly rural-based, and therefore the revenue base is weak. It will
be dependent on grants for effective governance.

Assessment of efficiency

As this municipality consists of rural councils currently administered by the district
council, accurate efficiency assessments can only be done in future.
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Assessment of liquidity

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

CONCLUSION

At present, NP351 has no local-government capacity and is regarded as a Classification 6
Category B municipality.
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MUNICIPALITY NP352 (Dendron, Maraba, Moletje)

INSTITUTIONAL ASSESSMENT

Description of the area

NP352 is an almost entirely customary-tenure rural and peri-urban settlement area to the
north-west of Pietersburg. It is relatively inaccessible, but still within the sphere of
influence of Pietersburg itself.

Population

This rural area of about 19 667 people, or some 36 221 households, has 69 702 registered
voters, or 17% of the district council total.

Population to municipal employees/managers ratios, and capacity

There is no existing local government capacity in NP352.

Functions

The Category C municipality will initially have to carry out all functions, and will need to
cultivate capacity at local level over time. Given that there is a peri-urban component to
settlement in this area, such cultivation might initially centre on these areas.
FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The municipality requires the support of the district council in the short-term.
Assessment of revenue

The municipal area is mostly rural-based, and therefore the revenue base is weak. This
municipality will be dependent on grants for effective governance. The idea of shifting
trading services to this municipality will definitely create a reasonable revenue base.

Assessment of efficiency

As this municipality mostly consists of rural councils currently administered by the
district council, accurate efficiency assessments can only be done in future.
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Assessment of liquidity

Liquidity will depend on how assets and liabilities are distributed from the existing
municipalities. Accurate liquidity assessments can only be done in future, once this
municipality is running independently.

CONCLUSION

At present, NP352 has no local government capacity and is regarded as a Classification 6
Category B municipality.
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MUNICIPALITY NP353 (Dendron, Dikgale, Soekmekaar)

INSTITUTIONAL ASSESSMENT

Description of the area

NP353 is a primarily commercial-farming area located between Pietersburg and Louis
Trichardt, astride the N1 highway. There are a few small towns in the area, including
Soekmekaar.

Population

This rural area of some 74 107 people, or about 15 897 households, has 24 377 registered
voters, or 6% of the district council total.

Population to municipal employees/ managers ratios, and capacity

There is no existing local-government capacity in NP353.

Functions

The Category C municipality will initially need to perform all relevant functions,
developing local capacity over time. The presence of a few small towns in the area —
notably Soekmekaar — suggests some potential for capacity development over time.
FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with 30 years' experience, who is
supported by one person in middle management. Notwithstanding the presence of a
senior financial official of considerable experience supported by a middle management
complement, there appears to be no other support staff.

Assessment of revenue

The municipality is dependent on grants for its operations, and this situation should
prevail in the short-term.  Should the supply of electricity be allocated to the

municipality, the revenue base would immediately be strengthened and the reliance on
grants reduced.
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Assessment of efficiency

As this municipality mostly consists of rural councils currently administered by the
district council, accurate efficiency assessments can only be done in future.

Assessment of liquidity

Liquidity will also depend on how assets and liabilities are distributed from existing
municipalities as a big portion of this area currently falls under the existing district
council.

CONCLUSION

At present, NP353 has no local government capacity and is regarded as a Classification 6
Category B municipality.

MUNICIPALITY NP354 (Pietersburg, Mashashane, Polokwane)

INSTITUTIONAL ASSESSMENT

Description of the area

NP354 comprises a mixture of rural and peri-urban settlements of customary and freehold
tenure, and a large town. Pietersburg is the largest town in Northern Province, with a
diversified economic base, including manufacturing. It is likely that Pietersburg will act
as a magnet for urban growth in Northern Province for the foreseeable future.

Population

The city of Pietersburg dominates this area of some 415 317 people, or some 83 770
households. There are 175 579 registered voters in NP354, or 43% of the district council
total.

Population to municipal employees/managers ratios
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NP354 is supported by 1 176 municipal employees, nine senior managers and 43 “other"”
managers, Yielding fair to difficult population-per-employee and population-per-manager
figures of 353 and 7 987 respectively.
Institutional and technical capacity

Senior managers in NP354 have an average of 15,7 years' experience, and 89% are
professionally registered. Eleven per cent are previously disadvantaged individuals.

Functions

Eleven Schedule 4 functions and 21 Schedule 5 functions are performed by existing
municipalities, and the district council performs one function.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with 20 years' experience. In addition,
there are four middle managers and 59 support staff in the finance department, who seem

to have the necessary experience to perform their financial functions. There are four
vacant positions.

Assessment of revenue

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

R611 R160 R105 R386 R65

Pietersburg is the capital of Northern Province and is currently its largest town. This
transitional local council does require bridging finance for the future NP354. The huge
population of the former homelands may in future be a source of revenue. If electricity
could be supplied to the former homelands, huge revenue potential would be unlocked.

Income mix as percentage of total income
Rates and general income 26,2
Electricity income 422
Water income 18,1
Other income 11,7
Grant Income 18

Total 100,0
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Assessment of efficiency

Total expenditure as : : Bulk water | Bulk electricity
percentage of total | Salaries as Repairs as purchases as purchases as
income percentage of| percentage of | n o ntage of [percentage of sales
(excluding grants) | expenses expenses sales
162% 19% 7% 53% 50%

The council’s expenditure levels exceed income before grants substantially. Electricity,
water and rates form a large part of the municipality's revenue and are constantly
maintained at efficient levels. Repairs and maintenance expenses are acceptable given
that the council recently upgraded road networks in the area. Salaries are low in
comparison to the average for this category of council.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
0,68:1 29% 26% 61% R374

The available data indicate pressure on liquidity. Cash on hand is low and can easily lead
to a crisis. Debt collection is acceptable, due to the high business and government
component of the Pietersburg TLC. Current ratios reflect stability in the short-term.
Revenue recovery is a major problem and credit-control procedures must be implemented

to ensure liquidity.
CONCLUSION

Based on the level of budgeted income and the institutional capacity to exercise the range
of functions performed locally, NP354 is regarded as a Classification 2 Category B
municipality.
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MUNICIPALITY NP355 (Lebowakgomo, Zebediela)

INSTITUTIONAL ASSESSMENT

Description of the area

NP355 is a mixture of customary and freehold-tenure rural areas to the south of
Pietersburg, in a fairly hilly and inaccessible area of the Strydpoortberge. There are a
few small towns in the area.

Population

This area has some 232 009 people, or some 43 926 households. NP355 has 79 803
registered voters, or 19% of the district council total.

Population to municipal employees/managers ratios, and capacity

There is no existing local-government capacity in NP355.
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Functions

NP355 will initially need to be served by the Category C municipal area, with a view to
developing some local functional competencies over time, which seems possible in the
short to medium-term if centred on the existing small towns.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Staff in place will also require training in the various financial disciplines to ensure day-
to-day operational efficiency, and to ensure that annual tasks, such as financial reporting
and budgeting, are completed timeously.

Assessment of revenue

The municipality comprises a large agricultural area, including the well-known orchard,
Zebediela Estates. The proposed structure is reliant on grant income. The potential for
an increase of revenue is considerable since the majority of the area requires
electrification and sanitation.  This Category B municipality consists primarily of rural

councils that were previously administered by the district council, and accurate ratios can
therefore only be obtained in future.

Assessment of efficiency

As this municipality consists only of rural councils currently administered by the district
council, accurate efficiency assessments can only be done in future.

Assessment of liquidity

Liquidity will depend on how assets and liabilities are distributed from the existing
municipalities, and therefore accurate liquidity figures can only be obtained in future.
CONCLUSION

At present there is no local government capacity in NP355 and is regarded as a
Classification 6 Category B municipality.
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MUNICIPALITY NP361 (Northam, Leeupoort, Thabazimbi)

INSTITUTIONAL ASSESSMENT

Description of the area

NP361 borders on Botswana and NorthWest, and is a largely commercial-farming area
with a significant town. The town of Thabazimbi and surrounding farm areas comprise
this area, which is bisected by the Waterberge.

Population

NP361 has some 56 554 people, or about 14 091 households. There are 24 881 registered
voters, or 10% of the district council total here.

Population to municipal employees/managers ratios

There are 117 existing municipal employees, seven senior managers and six "other"
managers in the NP361 area, yielding fairly demanding population-per-employee and
population-per-manager figures of 483 and 4 350 respectively.

Institutional and technical capacity

The average experience of senior managers is 12 years, and 57% are professionally
registered - 14,2% are previously disadvantaged individuals, which is low in the
regional/demographic context.

Functions

In terms of functions, NP361 municipalities currently perform 11 Schedule 4 functions
and 20 Schedule 5 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The area has one registered director of finance, with 24 years' experience. In addition,
there is one middle manager and 10 support staff in the finance department. The main
component of the new municipality is Thabazimbi TLC. There are enough human
resources in Thabazimbi TLC to fulfil its financial functions. The combined years of
experience are more than enough, and there are no vacancies in the finance department at
this stage.
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Assessment of revenue

Total income [Rates and general|Rates income | Trading services | Economic services
per capita |income per capita| percapita | income per capita | income per capita
R419 R134 R74 R219 R67

The main income of the area is derived from mining, agriculture, seasonal hunting and
tourism. Only Thabazimbi TLC derives most of its income from rates and trading
services. The revenue base must be increased to reduce reliance on grants, currently at
8,3%. Huge potential exists in the Northam-Leeupoort district for water and electricity
supplies, which will enable the municipality to increase its income base.

Income mix as percentage of total income

Rates and general income 319

Electricity income 34,7

Water income 174

Other income 7,7

Grant income 83

Total 100,0
Assessment of efficiency
Total expenditure as ici
income percentage of| percentage of percentage of |percentage of sales
(excluding grants) | €Xpenses expenses sales
192% 18% 3% 30% 58%

Expenses at this municipality heavily exceed income before grants. This indicates that
the council's reliance on grants is very high, even though major expenses are relatively
low. Expenditure on salaries and repairs is below the norm for this category, which
indicates an efficient ratio. The combination of the resources of the three current
structures may lead to greater efficiency. The billing of electricity and water is efficient,
with tariffs plus costs recovered.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total dg bt per
current assets| to total revenue | current revenue capita
0,79:1 66% 17% 88% R368

The current ratio of the two regional councils is acceptable, but the liquidity ratios of the
TLC are unhealthy, indicating a shortage of cash to cover expenses in the short-term.
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Total debt versus current revenue is unacceptable. Total debt per capita is high, which
may restrict future development.

CONCLUSION

Based on the level of budgeted income, the institutional capacity and the range of

functions performed locally, NP361 is regarded as a Classification 4 Category B
municipality.
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MUNICIPALITY NP362 (Ellisras, Marapong, Vaalwater)

INSTITUTIONAL ASSESSMENT

Description of the area

This area is largely a commercial-farming region, with the town of Ellisras at its centre,
and with small areas of tribal-tenure land to the north. Ellisras is the most significant
service centre in the western parts of Northern Province and, as such, has growth
potential. NP362 borders on Botswana, with significant linkages across the border.

Population

NP362 has a population of some 86 952 people, or about 21 092 households. There are
34 302 registered voters, or 14% of the district council total, here.

Population to municipal employees/managers ratios

There are currently 216 municipal employees, seven senior managers and eight “other”
managers in the area. This yields quite favourable population-per-employee and
population-per-manager figures of 151 and 1 569 respectively.

Institutional and technical capacity

Senior managers in NP362 have an average of 17,2 years of experience, and 71,4% of
them are professionally registered. These are above average figures. 14,2% of senior
managers are previously disadvantaged individuals, which is low in the regional context.
Functions

In terms of functions, NP362 municipalities currently perform 11 Schedule 4 functions

and 18 Schedule 5 functions. This range is consistent with the level of human resources
located here. The district council is indicated as performing two functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one registered director of finance with 10 years' experience. In addition,
there is 11 support staff in the finance department. There may be a lack of middle-

management expertise to ensure an efficiently run council. There are a few vacant
positions.
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Assessment of revenue

Total income [Rates and general|Rates income | Trading services | Economic services
per capita |income per capita| percapita | income per capita | income per capita
R735 R239 R177 R408 R89

The main income of the population derives from agriculture and ecotourism. The
population mostly comprises farm workers who earn low wages and cannot be regarded
as a source of revenue in the foreseeable future. Ellisras-Marapong TLC is the only
municipality whose revenue ratios have a major impact at this stage. This makes the
future need for grants high, depending on which functions and duties are allocated to this
municipality.

Income mix as percentage of total income

Rates and general income 325

Electricity income 37,3

Water income 18,1

Other income 121

Total 100,0
Assessment of efficiency
Total expenditure as ici
income percentage of) percentage of ge rcentage of [pe rl?:e ntage of sales
(exclud|ng grants) expenses expenses Sales
178% 22% 3% 36% 59%

The expense base seems to exceed its revenue base quite significantly. This will have to
be monitored at a district council with more functions and duties as well as available
capacity on an ongoing basis. Salaries versus total expenditure are under control and
positive. The bulk electricity and water service ratios appear satisfactory. Low repairs
and maintenance expenditure may exacerbate future needs.

Assessment of liquidity

Cash to Accounts receivable| Total debt to

Current ratio

current assets

to total revenue

current revenue

Total debt per
capita

1,641

75%

8%

21%

R158

Liquidity is in order, and the debt per capita low. These low debts leave room for future

borrowing to finance capital expenditure.

the potential for immediate cash-flow problems is unlikely.

Current liquidity does appear acceptable, and
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CONCLUSION

Based on the level of budgeted income, institutional capacity and the range of functions
currently being performed locally, NP362 is regarded as a Classification 4 Category B
municipality.
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MUNICIPALITY NP364 (Naboomspruit, Rebone)

INSTITUTIONAL ASSESSMENT

Description of the area

The small service-centre town of Naboomspruit and the mainly commercial-farming
areas to its south comprise this area, which borders in the south on Mpumalanga. To the
north the Hangklipberge provide a border with NP365.

Population

NP364 has some 23 531 people, or about 6 758 households. There are 10 532 registered
voters in NP364, which seems very high in comparison to total population and worthy of
closer examination.

Population to municipal employees/managers ratios

A significant number of 156 municipal employees, seven senior managers and eight
"other" managers are located here, yielding favourable population-per-employee and
population-per-manager figures (151 and 1 569 respectively).

Institutional and technical capacity

Senior managers in NP364 have an average of 17,1 years of experience, and 57% of them
are professionally registered. No senior managers are previously disadvantaged
individuals.

Functions

NP364 municipalities currently perform 12 Schedule 4 functions and 19 Schedule 5
functions. No district council functions are indicated as being performed.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The area has one unregistered director of finance with 20 years' experience. In addition,
there are ten support staff in the finance department. Experienced senior treasury-

management staff as well as adequately trained support staff exist. This municipality
appears to have enough capacity to fulfil its financial functions.
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Assessment of revenue

Economic services
income per capita

Total income
per capita

Trading services
income per capita

R835 R689 R147

Trading services are situated mainly in Naboomspruit TLC, which consists mainly of
farming operations and, to a lesser extent, hot springs. The population mainly comprises
farm workers who earn low wages and cannot be regarded as a source of revenue in the
foreseeable future.

Income mix as percentage of total income
Electricity income 65,8
Water income 16,6
Other income 17,6
Total 100,0
Assessment of efficiency
Total expenditure as L
perce ntgge oftotal | Salaries as | Repairsas | Bulk electricity
income percentage of| percentage of | Purchases as
(excluding grants) | expenses expenses  |Percentage of sales
168% 33% 2% 59%

The salary component of expenses appears to be marginally higher than the norm. In
addition, total expenses, as a percentage of income before grants is also too high. Repairs
and maintenance costs compared to total expenses appear low. This may lead to future
problems as infrastructural needs increase. Expenditure on bulk electricity is acceptable.

Assessment of liquidity

. Cashto |Accounts receivable| Total debt to Total debt per
Current ratio current assets| to total revenue | current revenue capita
5211 88% 30% 48% R401

While current ratios reflect stability in the short-term for some of the existing transitional
councils, cash-flow problems do exist with revenue tied up in debtors. The current asset
ratio is good, and acceptable when investments are excluded. Cash holdings are adequate
for short-term needs.
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CONCLUSION

Based on the level of budgeted income and the range of functions performed locally,
NP364 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY NP365 (Nylstroom, Pienaarsrivier)

INSTITUTIONAL ASSESSMENT

Description of the area

This large area is characterised by the significant town of Nyistroom and the commercial
farmlands to its north. Across the Hangklipberge the small town of Vaalwater acts as a
service centre in NP365.

Population

NP365 has some 50 057 people, or 12 037 households. There are 20 727 registered voters
here, or 9% of the district council total.

Population to municipal employees/managers ratios

There are an existing 171 municipal employees, seven senior managers and 21 “other"
managers here. This yields an average level of population-per-employee and population-
per-manager figures of 293 and 1 788 respectively, which is fair in this context.
Institutional and technical capacity

In NP365 senior managers have an average of 11,2 years' experience, and 100% of them
are professionally registered. Forty-three per cent of senior managers are previously
disadvantaged individuals.

Functions

In NP365 municipalities currently perform 13 Schedule 4 functions and 19 Schedule 5

functions. This level appears consistent with the human resources located here. No
District Councils function is indicated as being currently performed.
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FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This area has one registered director of finance with three years' experience. In addition,
it has 14 support staff in the finance department. Support staff seems to be adequately

trained.

Assessment of revenue

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

R506 R115 R68 R325 R66

The main source of revenue in this agriculture-based municipality is the former
Nyistroom TLC, whose revenue ratios are acceptable. The dependency on grants is
relatively low, which is positive from a financial point of view. Consideration should be
given to the new structure taking over the supply of electricity to the greater area so as to
extend its revenue base.

Income mix as percentage of total income
Rates and general income 22,8
Electricity income 46,4
Water income 178
Other income 12,2
Grant Income 038

Total 100,00

Assessment of efficiency

T%tracleeégegdoi;l:get aBIS Salaries as Repairs as Bulk water Bulk electricity
" ncome |percentage of| percentage of | PATISSSSS | PARIES S
(excluding grants) | €xpenses expenses sales

101% 36% 3% 93% 50%

The service ratios to expenditure appear satisfactory. Bulk water and electricity levels
are efficient, contributing about 64% towards total income.  Salaries versus total
expenditure are higher than the average for this category. Low expenditure on repairs
and maintenance may exacerbate future capital-expenditure needs.

Assessment of liquidity
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Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita

1621 59% 15% 21% R138

Current ratio

This structure has strong current ratios. All the transitional rural councils making up the
new structure have cash resources available. Depending on the size of these amounts, it
IS difficult to assess how this will impact on liquidity. Overall, considering the low debt
levels and relatively small amount of funds tied up in debtors, it may be unlikely that this
structure will require additional funding.  All the liquidity ratios appear reasonable at
present, even though only a small income base exists. This positive indicator should be
retained.

CONCLUSION

Based on the level of budgeted income, the adequate institutional capacity, NP365 is
regarded as a Classification 4 Category B municipality.
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MUNICIPALITY NP366 (Warmbaths)

INSTITUTIONAL ASSESSMENT
Description of the area

NP366 borders on both NorthWest and Mpumalanga to its south. It is bisected by the N1
highway north of Pretoria, and has a number of small towns in its area of jurisdiction.

Population

The town of Warmbaths and its surrounds dominate this area of some 48 209 people, or
about 11 304 households. There are 21 114 registered voters here, or 8% of the district
council total.

Population to municipal employees/managers ratios

NP366 has 264 municipal employees and 24 senior and “other” managers, yielding 183
persons per employee and 2 009 persons per manager is fair to good in comparative
terms.

Institutional and technical capacity

NP366 senior managers have an average of 17 years' experience, and 80% of them are
professionally registered.  There are no previously disadvantaged individuals among
these senior managers.

Functions

Municipalities in NP366 currently perform seven Schedule 4 functions and 12 Schedule 5
functions. The district council performs one function.



FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

This area has no director of finance. Support staff is adequately trained, but there may be
a potential problem with the absence of senior and middle management.

Assessment of revenue

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

R623 R182 R95 R380 R61

The income per capita is low as this municipality consists of farming areas that border the
old Bophuthatswana. Warmbaths TLC derives some income from tourism. Total income
per capita is low and, depending on the functions and duties, it may be necessary to find
additional revenue. The reliance on grants is evident, with an income-grant ratio of 4,5%
presently.

Income mix as percentage of total income
Rates and general income 29,2
Electricity income 458
Water income 15,2
Other income 53
Grant income 45

Total 100,0

Assessment of efficiency

Total expenditure as ici
percentzge of otal| Selaries s | Repairoas | SULEEL | B EEETED

income percentage of| percentage of | o oo ntage of [percentage of sales
(excluding grants) | €xpenses expenses cales

203% 21% 1% 54% 45%

Expenses exceed income before grants substantially, indicating that this municipality is
heavily reliant on grant income. The salary component of expenses appears to be
marginally lower than the norm. Repairs and maintenance costs compared to total
expenses appear very low. Efficiency ratios are otherwise acceptable. Expenditure on
bulk water and electricity purchased is in line, and low reticulation losses should occur.
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Assessment of liquidity

. Cashto |Accounts receivable| Total debt to Total debt per
Current ratio current assets| to total revenue | current revenue capita
1,09:1 (3%) 29% 33% R205

Current ratios reflect stability in the short-term. There are cash-flow problems, with
revenue tied up in debtors and an overdraft position. Revenue recovery is a major
problem and credit-control procedures must be implemented to ensure liquidity. Cash
holdings are low and, in the short-term, the municipality will need some financial
backing to cover its expenditure.  Currently most expenses are covered by monthly
collections, but these collections are weak.

CONCLUSION

Based on the budgeted income and the good institutional capacity to exercise the range of
functions currently performed locally, NP366 is regarded as a Classification 4 Category
B municipality.
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MUNICIPALITY NP367 (Potgietersrus, Bakenberg)

INSTITUTIONAL ASSESSMENT
Description of the area

This area comprises the town of Potgietersrus and the rural and peri-urban areas to its
north, including significant tribal-tenure areas, aligned along the M11 route.

Population

NP367 has a population of some 281 782 people, or about 53 912 households. There are
114 210 registered voters, or 48% of the district council total, in this area.

Population to municipal employees/managers ratios

Currently there are 437 municipal employees, eight senior managers and 21 “other"
managers in the area. While these may have been adequate in relation to Potgietersrus
itself, in relation to the current population unfavourable population-per-employee and
population-per-manager figures are yielded (645 and 9 717 respectively).

Institutional and technical capacity

Senior managers in NP367 have an average of 11,8 years of experience, and 75% of them
are professionally registered.  Thirty-eight per cent of senior managers are previously
disadvantaged individuals.

Functions

Municipalities in NP367 currently perform 17 Schedule 5 functions and 11 Schedule 4
functions. No district council functions are indicated as being performed.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

This area has one registered director of finance with ten years' experience. In addition,
there are three middle managers and 27 support staff in the finance department. With

senior management, middle management as well as the support teams, this municipality
appears to be adequately staffed. There are 11 vacant positions.
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Assessment of revenue

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

R226 R65 R51 R144 R16

Total income per capita is low. The revenue potential of this area is enormous, given the
fact that an old trust area, Bakenberg Rural Local Council, with a population of 138 048,
is included in this area. These people do not have access to basic services such as water
and electricity. Although not a big town, the influence of Potgietersrus on the revenue
base of this municipality will be significant. The development of infrastructure will
definitely create a strong revenue base.

Income mix as percentage of total income
Rates and general income 289
Electricity income 48,2
Water income 15,7
Other income 72

Total 100,0

Assessment of efficiency

Total expenditure as ici
percentage oftotal | Seares s || Repairsas | Sl S8 | BTy
income percentage of| percentage of ge rcentage of [pe rl?:e ntage of sales
(excluding grants) | €Xpenses expenses sales
122% 35% % 41% 65%

The salary component of expenses appears to be marginally higher than the norm. In
addition, total expenses as a percentage of income are also high. Repairs and
maintenance costs compared to total expenses appear low. This may lead to future
problems as infrastructural needs increase. With high salary costs compared to total
costs, staff restructuring will have to be carefully implemented to improve the efficiency
of the council and to avoid future operating problems. Bulk water and electricity
efficiency levels are correct at their current levels.
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Assessment of liquidity

. Cashto |Accounts receivable| Total debt to Total debt per
Current ratio current assets| to total revenue | current revenue capita
2,90:1 38,0% 50,0% 37,0% R83

The current ratio indicates that this municipality has sufficient assets that can be
translated into cash in the short-term in order to pay creditors. The cash to current assets
ratio indicates that 38% of the current assets consist of cash, which means that this
municipality is liquid and able to pay current liabilities from cash. A substantial amount
of working capital is tied up in debtors, which has an adverse effect on the liquidity
position of the municipality.

CONCLUSION

Based on the level of budgeted income and the institutional capacity to exercise the range
of functions currently being performed locally, NP367 is regarded as a Classification 4
Category B municipality.
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NORTHERN PROVINCE
CROSS BOUNDARY
MUNICIPALITIES




MUNICIPALITY OF NP0O4A1l

INSTITUTIONAL ASSESSMENT
Description of the area

The cross boundary Category B Municipality of NPO4Al is located within CBDCA4.
NPO4AL is adjacent to the Kruger National Park, to its east. While the eastern half of the
area is a tourist destination, the western parts house considerable populations that were in
the former homeland. Besides tourism, agriculture is the main economic activity in this
municipality.

Population

In 1996 the population of NPO4ALl comprised 87 873 people or 18 380 households. The
number of registered voters in the area is 31 440.

Population to municipal employees / manager ratios

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

Institutional and technical capacity

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

Within the service area of NPO4A1, one local authority indicated that they have adequate
office equipment to undertake their responsibilities, one indicated that their office
furniture is adequate; and one reported inadequate office accommodation. There is
therefore moderate infrastructure within one of the local authorities in NPO4AL.
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Functions

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

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

The municipality has a registered financial director with 19 years experience. There are

seven finance managers responsible for the 32 support staff.

Assessment of revenue base

Total income [Rates and general|Rates income | Trading services | Economic services
per capita |income per capita| percapita | income per capita | income per capita
R132 R23 R10 R104 R5

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

Income mix as percentage of total income

Rates and general income 17,7

Electricity income 74,3

Water income 4.2

Other income 33

Grant income 05

Total 100,0
Assessment of efficiency
Total expe ”diEUFE aIS Salaries as Repairs as Bulk water Bulk electricity
ercentage of tota
" income  |percentage o percentage of | PAFISLT | BITERSSS
98% 26% 3% 8% 55%
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The bulk electricity and water purchases to sales ratios are efficient, contributing
substantially towards total income. As the total area is not supplied with electricity and
the distance from power generating plants, the bulk tariff on electricity purchases may be
high. Personnel cost represent 29% of total expenditure, which is the acceptable norm.
Low expenditure on repairs and maintenance may exacerbate future capital-expenditure
needs.

Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
1151 13% 37% 40% R53

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

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, NPO4A1 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY OF CBLC3

INSTITUTIONAL ASSESSMENT
Description of the area

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

Population

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

Population to municipal employees / manager ratios

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

Institutional and technical capacity

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

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

Functions

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

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

Assessment of financial human resource capacity

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

responsible for the six support staff.

Assessment of revenue base

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

R181 R61 R30 R103 R17

The total income per capita is only R181, indicating low economic activity by the
population of 90351 people. The rates per capita are R30. Income per household is R952,
which appear to place a restriction on the potential income for the council. Trading
services contribute 57% of Total Income.

Income mix as percentage of total income
Rates and general income 31,0
Electricity income 48,8
Water income 8,0
Other income 04
Grant Income 118

Total 100,0

Assessment of efficiency

Total expenditure as ici
percentage oftotal | Saaries ss | Repaisas | LBl | U ST
income percentage of| percentage of percentage of [percentage of sales
(excluding grants) | €Xpenses expenses sales
120% 29% 3% 8% 44%

The bulk electricity and water purchases to sales ratios are efficient. Personnel cost
represent 29% of total expenditure, which is the acceptable norm. Low expenditure on
repairs and maintenance may exacerbate future capital-expenditure needs.
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Assessment of liquidity

Current ratio Cashto |Accounts receivable| Total debt to Total debt per
current assets| to total revenue | current revenue capita
0,941 84% 11% 87% R157

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

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, CBLC3 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY OF CBLC4

INSTITUTIONAL ASSESSMENT
Description of the area

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

Population

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

Population to municipal employees / manager ratios

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

Institutional and technical capacity

CBLC4 has three senior managers with an average of 13 years’ experience. Two of these
managers are registered with appropriate professional institutions, none are over 55 years

of age, none are females but three come from a previously disadvantaged community.
Regarding technical managers, there is one with two years’ experience.
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Within the service area of CBLC4, all local authorities indicated that they have
inadequate office equipment, office furniture and inadequate office accommodation,
indicating a severe lack of office infrastructure to administer this municipality effectively.

Functions
One transitional local council provides water and water-borne sanitation within its service

area but indicates inadequate capacity and infrastructure. The local authorities within
CBLC4 currently perform four Schedule 4 functions and four Schedule 5 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resource capacity

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

Assessment of revenue base

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

R22 R22

The percentage of grants to total income is high in this rural agricultural area. This
indicates that this municipality is not capable of generating its own revenue and sustain
itself without grant assistance. The total income per capita is only R22, indicating low
economic activity by the population of 218 761 people. Income per household is R115,
which appear to place a restriction on the potential income for the council.

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

Total 100,0

Assessment of efficiency
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Total expenditure as _ )
percentage of total | Salaries as Repairs as
income percentage of| percentage of
(excluding grants) | €Xpenses expenses
559% 16% 28%

The municipality is almost totally dependent on grant income to cover operating expenses
and to pay for capital expenditure. Personnel cost represent 29% of total expenditure,

which is the acceptable norm. Repairs and maintenance expenses are high.

Assessment of liquidity

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

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

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, CBLC4 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY OF CBLCS5

INSTITUTIONAL ASSESSMENT

Description of the area

Cross boundary Category B Municipality CBLC5 is located within CBDC3. It straddles
the provincial borders of Northern Province and Mpumalanga. The northern parts
include considerable former homeland areas in the Northern Province. It has the mining

towns of Steelpoort and Burgersford. Besides the mining activities, farming is the other
main economic activity.

Population

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

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

Institutional and technical capacity

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

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

Functions

The range of functions currently carried out in the area includes one that would be
performed by a Category C municipality namely, bulk water supply. One transitional
local council provides water and water-borne sanitation within its service area and reports
adequate infrastructure and capacity to do so. The local authorities within CBLC5
currently perform eight Schedule 4 functions and nine Schedule 5 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resource capacity

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

Assessment of revenue base

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

R31 R17 R10 R7 R8

The total income per capita is only R31, indicating low economic activity by the
population of 206723 people. The rates per capita are R10. Income per household is
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R168, which appear to place a restriction on the potential income for the council. The
12,5% grant income contribution indicates a substantial reliance on external funding.

Income mix as percentage of total income
Rates and general income 53,5
Water income 20,8
Other income 132
Grant income 125
Total 100,0
Assessment of efficiency
Total expenditure as ) ) Bulk water
percentage of total | Salaries as Repairs as purchases as
income percentage of| percentage of percentage of
(excluding grants) | €xpenses expenses sales
223% 35% 5% 3%

This municipality is dependent on grants to cover operating expenses. It uses grant
income to pay for capital expenditure. Personnel cost represent 29% of total expenditure,

which is the acceptable norm.

Assessment of liquidity

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

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

CONCLUSION
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Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, CBLCS5 is regarded as a Classification 5 Category B municipality.
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NORTHERN PROVINCE
DISTRICT COUNCILS

DISTRICT COUNCIL DC33

INSTITUTIONAL ASSESSMENT

Description of the area




This Category C municipal area is characterised by a mixture of former homeland tribal-
tenure areas, on the one hand, and the commercial farms and towns of the Tzaneen area
on the other.

Population

According to the 1996 Census data, there were 869 291 people living in this area and 182
436 households.

Institutional and technical capacity

While most Category B municipalities in this District Council area include elements of
both settlement systems, some (e.g., NP331) have nothing in the way of an established
local-government system to inherit. The Category C municipality will, in such an
instance, have a significant capacity-building role to play.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

DC33 includes the Tzaneen, Giyani, Hlanganani, Phalaborwa and Letsetele areas, and
has the following staff complement:

Four directors of finance (one unregistered).

Eighteen managers (middle management).

Five hundred and eight support staff (finance department).
Eleven vacant positions.

The above human resources are available for the four municipalities that fall under DC33.
Theoretically the staff complement should suffice. Staff capacity seems to be adequate,
even though there are a number of vacancies. The years of experience and the
qualifications of managers and senior management are adequate to ensure stability.

Assessment of revenue

The income of businesses located in DC33 is diverse and is based on mining, seasonal
hunting, agriculture and tourism. The total income per capita of R16, for the District
Council is mainly contributed by levy income 91% and 2% from grant income. There is a
large percentage of rural communities in its area, with high unemployment levels -
currently at 25% - exacerbating the situation. Consideration should also be given to the
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district council taking over the bulk supply of electricity from Eskom to ensure that
surpluses are not exported to other areas.

Assessment of efficiency

Overall the expenditure on salaries, although constituting a fair amount of total expenses,
is reasonable in comparison to total expenses. Repairs and maintenance also make up a
small portion of total expenditure, but this cost will increase because of the recent floods
in the area.

Assessment of liquidity

Cash To Accounts
Current Receivable To
Assets Total Revenue
39% 12%

While this district reflects healthy current ratios, there is concern about the amount of
money tied up in receivables, and the limited availability of cash. In the medium-term
liquidity will be uncertain until the backlog in the provision of basic services had been
addressed. This should result in a financially stronger district council.

CONCLUSION

DC33 has the human capacity to remain viable and is therefore a Classification 2
Category C municipality.

DISTRICT COUNCIL DC34

INSTITUTIONAL ASSESSMENT

Description of area
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The Category C municipality DC34 is in the far North of the Northern Province, and
includes within it the 4 Category B municipalities NP 341, NP 342, NP 343, and NP 344.
The area is fairly varied in character including in its east former “homeland” peri-urban
and rural areas, in its central regions some significant service centre towns, and in its
centre and west significant commercial farming areas.

Population

DC 34 is one of the more populous of the District Council’s nationally, with 1 097 972
people or 212 402 households.

Population to employees/managers

There are 554 municipal employees and 72 senior or other managers within DC34. This
results in one of the most demanding population to employee rations in the country isl
982 as well as a demanding number of people per manager is 15 250.

Institutional and technical capacity

The average experience levels of senior managers in DC34 are quite high (over 10 years),
although there are a very few previously disadvantaged individuals. It appears the case
that the experience managers’ backgrounds relate mainly to urban priorities, and it seems
likely that capacity in rural and informal urban service delivery would need to be
enhanced in the future.

Functions

According to the database, DC34 is relatively inactive in this area, with no functions
being recorded as being performed. If these data are correct, capacity development and
enhancement of the District Council will be a priority in the future.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

DC34, which includes the Messina, Thohoyandou, Nzehelele and Hlanganani areas, has
the following staff complement:

Eight directors of finance (five unregistered).

Twenty-three managers (middle management).

Four hundred and eighty-seven support staff (finance department).
Twenty-four vacant positions.

The above human resources are available in the four municipalities that fall under DC34.
The staff complement should suffice. Staff capacity seems to be adequate, even though
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there are a number of vacancies. The years of experience and the qualifications of
managers and senior management are adequate to ensure stability.

Assessment of revenue

The income of businesses in DC34 is diverse and based on mining, seasonal hunting,
agriculture and, to a lesser extent, tourism. The total income per capita of R16, for the
District Council is mainly contributed by levy income 91% and 2% from grant income.
There is a large percentage of rural communities in its area, with high unemployment
levels exacerbating the situation. Consideration should also be given to the district
council taking over the bulk supply of electricity from Eskom to ensure that surpluses are
not exported to other areas

Assessment of efficiency

Repairs and maintenance appear to be moderate in comparison to total expenditure.
Salaries, which account to a fair percentage of expenses, seem to be reasonable.

Assessment of liquidity

Cash To Accounts

Current Receivable To

Assets Total Revenue
39% 12%

The liquidity ratios at present are healthy and reflect a council that has the potential to be
self-funding, provided its revenue base is increased. The district council could diversify
its income base further by taking over the bulk supply of electricity. This should result in
a financially stronger district council.

CONCLUSION

DC34 has the human capacity to become viable. The income base is diverse and, with
the taking over of the bulk supply of electricity from Eskom, the district council should
become viable once additional income is generated from these sources. DC34 is
therefore a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC35

INSTITUTIONAL ASSESSMENT
Description of the Area

This Category C municipality is aligned along the main transportation routes through
Northern Province and, as such, is one of the most populous regions. It incorporates
substantial variations in settlement types, ranging from largely rural and tribal-tenure
areas in the north to the city of Pietersburg and surrounds.

Population

According to the 1996 Census data, there were 1 062 791 people living in this area and
207 665 households.

Institutional and technical capacity

Ovwerall, this Category C municipality has three senior managers with 30 years
experience, only one is professionally registered, one is previously disadvantaged, one is
a female and the municipality currently has 4 vacancies.

The Category C municipality is likely to play a substantial functional role in four out of
the five Category B municipalities in its area.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

DC35, which includes the Pietersburg, Matlala, Mankweng and Zebediela areas, has the
following staff complement:

e Two directors of finance.
e Nine managers (middle management).

The above human resources are available in the four municipalities that fall under DC35.
The staff complement should suffice, but the reassigning and/or relocating of human
resources skills could pose a problem. Staff capacity seems to be adequate, even though
there are vacancies. The years of experience and the qualifications of managers and
senior management are adequate to ensure stability from a human resources perspective.
The town treasurer of NP352 and NP353 performs duties at both councils
simultaneously.
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Assessment of revenue

The total income per capita of R16, for the District Council is mainly contributed by levy
income 91% and 2% from grant income. There is a large percentage of rural communities
in its area, with high unemployment levels exacerbating the situation. Consideration
should also be given to the district council taking over the bulk supply of electricity from
Eskom to ensure that surpluses are not exported to other areas

Assessment of efficiency

Salaries and repairs account for a reasonable amount of total expenses. The district
council will have to create the infrastructure necessary to enable Northern Province to
provide electricity and sanitation to the majority of the population that is without these
services. Consequently, this aspect could initially have a negative effect on efficiency for
a short period.

Assessment of liquidity

Cash To Accounts

Current Receivable To

Assets Total Revenue
39% 12%

Liquidity ratios reflect a district council that has a few problems with debt. Although this
council is not in overdraft, the long-term prospects of it receiving loans could impact on
by the high debt per capita. Taking over the supply of bulk electricity, as well as a
possible increase in the household-electrification project, could further extend the diverse
income base of the council and enhance liquidity.

CONCLUSION

The income base is diverse, and with an increase in the households receiving electrical
and other services, as well as taking over the bulk supply of electricity from Eskom, the
district council should become viable once income is generated from these sources. The
recent flbod damage in the area could increase the strain on the council to reach its
targets. DC35 is therefore a Classification 2 Category C municipality.
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DISTRICT COUNCIL DC36

INSTITUTIONAL ASSESSMENT
Description of the Area

Category C municipal area DC36 is geographically very large but sparsely settled
because it is mainly a commercial-farming area, with areas of tribal tenure and towns.

Population

According to the 1996 Census data, there were 547 085 people living in this area and 119
194 households.

Institutional and technical capacity

Ovwerall, this Category C municipality is likely to assume a large number of functions,
once established.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

DC36, which includes the Ellisras, Warmbaths, Potgietersrus and Bakenberg areas, has
the following staff complement:

Five directors of finance (one unregistered).
Nine managers (middle management).
Seventy-two support staff (finance department).
Fourteen vacant positions.

The above human resources are available in the six municipalities in the DC36 area. The
staff complement at management level may need to be increased. The years of
experience and the qualifications of managers and senior management are adequate to
ensure stability. It appears that NP361 and NP364 to NP367 will have experienced
human resources available, which should have a positive influence on DC36.

Assessment of revenue rates
The total income per capita of R50, for the District Council is mainly contributed by levy
income 76% and 4% from trading services. The district council does not rely entirely on

grants. The income of businesses in the DC36 area is diverse and is based on mining,
seasonal hunting and agriculture. The majority of the rates income is from the urban
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developed areas of Potgietersrus and Ellisras. Income per capita is high for the district,
and has the potential to increase with the development of the Bakenberg area. The
district council should consider taking over the bulk supply of electricity from Eskom to
ensure that surpluses are not exported to other areas.

Assessment of efficiency

Total Expenditure

as Percentage of | Salaries as

Total Income  |Percentage of
Expenses

101% 11%

Expenditure exceeds income by 1%. Salaries and repairs are relatively low.

Assessment of liquidity

Current Cash To AC.C oubrllts Total Debt Per
Ratio Current Receivable To Capita
Assets Total Revenue
0.291 23% 30% R67

The ratios at present appear healthy and indicate a district that is fairly liquid. This is
further substantiated by the absence of bank overdrafts and a low outstanding-debt ratio.
Taking over the supply of bulk electricity, as well as a possible increase in the RSC levy,
could further extend the diverse income base of the council and increase its liquidity.

CONCLUSION
The income base is diverse and, with the district council taking over the bulk supply of

electricity from Eskom, it should become viable once income is generated from these
sources. DC 36 is therefore a Classification 1 Category C municipality.
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NORTHERN PROVINCE
CROSS-BORDER
DISTRICT COUNCILS




DISTRICT MUNICIPALITY CBDC3

INSTITUTIONAL ASSESSMENT
Description of the Area

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

Population

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

Institutional and technical capacity

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

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

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

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

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

The income of CBDC3 is diverse and based on mining, seasonal hunting, agriculture and
tourism.  With a revenue population base of 907 877 people, it has an income-grant ratio
of about 1%. Income per capita is low in the area (R27), due to its varied population
categories. Unemployment is high, and there is also a large number of people over 65
years of age. This makes the cross-boundary district council reliant on efficient debt
collection. The CBDC should have sufficient funds to address the developmental needs
of the area if levies are collected timeously. Levy income contribute to 96% of total
income.

Assessment of efficiency

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

Assessment of liquidity

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

The income base is diverse and, if the bulk supply of electricity from Eskom is taken over

by CBDC3, it should remain viable once additional income is generated from these
sources. Itis a Classification 1 Category C municipality.
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DISTRICT MUNICIPALITY CBDC4

INSTITUTIONAL ASSESSMENT

Description of the Area

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

Population

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

Institutional and technical capacity

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

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

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

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

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

The income of CBDC4 is diverse and is based on tourism, seasonal hunting, forestry and
agriculture.  With a revenue population base of 631 601 people it has an income-grant
ratio of about 2%. Income per capita is very low (R16) due to the area being mainly rural
and the population being from historically disadvantaged communities. The Kruger and
Sabie game parks are also included here. Serious consideration should, however, be
given to an increase in the levy rates, considering that there is huge potential in boosting
the tourism market. This increase can ensure provision of basic services, which will
extend the council's revenue base. Levy income contribute to 91% of total income.

Assessment of efficiency

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

Assessment of liquidity

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

CONCLUSION

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