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1. Introduction

As part of its Submission on the Division of Revenue 2012/13, the Financial and Fiscal
Commission (FFC) carried out a general assessment of the trends and performance of local
government revenue and expenditure in South Africa (FFC, 2011). At the request of the Free
State Legislature, this general analysis has been disaggregated to focus specifically on Free
State municipalities. The overarching aim of the paper is to highlight changes in the
behaviour of revenues and expenditures and point out some specific issues that should be
monitored more closely in some municipalities. In the main, the paper paints a picture of
broad changes in revenues and expenditures in the Free State, while the appendices contain
information on individual municipalities on specific issues of interest such as municipal
consumer debt, repairs and maintenance and capital spending.

The data underpinning this analysis is based on a variety of sources — in particular National
Treasury’s Local Government Database for 2009/10. It should be noted that the Free State
analysis is based on the pre-2011 configuration of municipalities1 as summarised in Table 1.

Table 1. Categorisation of Free State municipalities used in analysis

Category Description Number

Secondary Cities Local municipalities with the highest operating budgets and a large urban spatial pattern 2

Large Towns Local municipalities that consist of a large town 3

Medium to Small

T umto e Local municipalities that consist of several smaller, urban settlements 15
owns

Districts Without
Major Powers and ~ Category C municipalities without the water and sanitation service powers and functions 5
Functions

Total 25

2. Overview of Municipal Revenue Trends in Free State Municipalities

Municipalities rely on two main sources of revenue: own revenue and intergovernmental
fiscal transfers. Own revenue sources include property rates, user charges for municipal
services (such as water and sanitation, electricity, refuse removal) and other local taxes.”
Intergovernmental transfers are aimed at supplementing own revenue sources so as to enable
municipalities to deliver on their constitutional mandates. Table 2 presents these two revenue
sources for the period 2003/04 up until 2008/09. In terms of real’ annual average growth,

! This approach was adopted as a result of financial and other data not being updated at the time of writing.
2 Municipalities are also accorded borrowing powers as per Section 230 of the Constitution.
? The following deflators were used to convert from nominal to real figures: 2003/04= 90.54153773, 2004/05=

95.83820351, 2005/06= 101.4712935, 2006/07= 108.769009, 2008/09= 117.76841, 2009/10= 128.1898686.

FFC | Analysis of Free State Municipalities, July [l
2011



total municipal revenue in the Free State has been driven by strong growth in
intergovernmental transfers. This is identical to trends for the local government sphere as a
whole, where strong growth in these transfers were driven mainly by national government
priorities aimed at enabling greater access to basic services, the replacement of the RSC levy
and preparations for the 2010 FIFA World Cup.4

An assessment of the real year on year growth of the own revenue component, suggests the
poor state of this item. As explained in Section 3.3 below, non-payment for municipal
services, particularly water, may be one cause for slower growth in own revenue. In addition,
the decline in own revenue generation can also be partially explained by the financial crisis of
2008. Free State municipalities need to ensure that own revenue sources are optimally
explored so as to prevent grant dependency and protect municipalities against the effects of
declines in government transfers — whereas the overall trend shows strong annual average
growth in government transfers, the decline in this component between 2007/08 and 2008/09
would definitely have had a negative impact on municipalities. Strengthening own revenue
can assist in protecting municipalities from these kinds of effects’.

Table 2. Components of total municipal revenue for the Free State, 2003/04- 2008/09

Red Amxed
OUICOVE(RO000) Average Gowth
200304 20405 200606 20607 200748 20800 200304200809
Totd OanRevenie 37318 3701683 438290 380407 3TARS RY4 02%

Tetd Governart Transfars 14004 Lax711 1,53856 204365 30865 29823 157%
Totdl Mmnidpe Revere SIRAB 53684 5886785 597383 683300 606074 54%

Redyar anyar gowh

Tetd OanRevenie 14% 175% -108% 30% 0%%
Tetal Governpert Transfirs 15%% 54% %1% R0% 61%
Tt Mnicipel Reverne 33% 105% 15% 149% 23%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

Total municipal revenue can be categorised into two broad types, namely operating and
capital revenue. The broad trends for these two categories are illustrated in Table 3. In real
terms, annual average growth in capital revenue has been more pronounced. However it
appears that when total municipal revenue recently came under pressure (i.e. declining by
2.3% in 2008/09), capital revenue was compromised and declined significantly by 18.3%.

*See page 43 of the FFC’s Submission on the Division of Revenue 2012/13.
> The Commission’s Submission for the Division of Revenue 2011/12 and the accompanying technical report,
contains insight into how municipalities can maximise the benefits of revenue enhancement strategies and

strengthen own revenue.
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Table 3. Overview of operating and capital revenue for Free State

2003/04-2008/09

municipalities,

OUTCOVE(R000) Real Annual
Average Growth
200304 200405 2005006 2006107 200708 200809 2003042008109
Municipal Operating Revenue 4487517 4,700,139 5,071,785 5,004,887 5537066 562535 4.6%
Municipal Capital Revenue 670,636 626,734 815,000 878976 1,326434 1,083,539 101%
Total Mimidpal Revenue 5158203 5326874 5,886,785 5973863 6863500 6,706,074 54%
Real year on year growth
Muricipal Operating Revenue 47% 79% 05% 87% 1.5%
Municipal Capital Revenue -6.6% 30.0% 7.3% 509% -183%
Total Mimidpal Revenue 33% 105% 15% 149% 23%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

1.1.  Municipal Operating Revenue

Operating revenue is comprised of seven key components: service charges, government
grants and subsidies, property rates, other revenue sources, investment revenue, public
contributions and donations and regional service council (RSC) levies®. Generally, service
charges are the dominant source of operating revenue for municipalities. Figure 1 illustrates
the proportional decline in service charges and other own revenue sources to total operating
revenue — this alongside significant increases in the contribution of government grants over
the period. It is also noted that property rates declined from 14.0% to just under 12% over the
period reviewed.

Figure 1. Contribution of main revenue sources to total municipal operating revenue
over the period 2003/04-2009/10
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% The RSC Levy was a local government tax afforded to category A and C municipalities and was abolished as
of the 2006/07 financial year. It was replaced by an interim grant up until 2009/10; whereupon Category A
municipalities were given a share of the general fuel levy (also supplemented by the VAT zero-rating of
municipal property rates) and the grant continues for Category C municipalities.
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Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

1.2.  Municipal Capital Revenue

In aggregate terms, funding for capital across the Free State municipalities increased by an
annual average of 10% between 2003/04 and 2008/09; larger than the 4.6% annual average
growth for operating revenue. Capital revenues are derived from four main sources:
government grants and subsidies, other own revenues, external loans and public contributions
and donations. Figure 2 illustrates the contribution of these various sources to aggregate
capital revenue. Government grants fund the majority of capital projects in Free State
municipalities — as at 2008/09, this source contributed 64% of total capital funding. Other
revenue sources (which constitutes own income of municipalities) are also a significant
source of capital funding. The contribution of this source has been erratic, particularly since
2006/07. As noted in the FFC’s Submission for the Division of Revenue, 2012/13,
municipalities need to be explicit about what the term ‘other’ entails (FFC, 2011:45). It also
appears that the use of external loans which seemed to be on the rise between 2003/04 and
2005/06 has declined significantly. Whether this is the result of the poor state of municipal
own revenue, is an aspect that requires more interrogation.

Figure 2. Contribution of main revenue sources to total municipal capital revenue over
the period 2003/04-2009/10
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Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

1.3. Performance of Revenue Collection and the Challenge of Municipal Consumer
Debt

Municipal consumer debt refers to non-payment of property rates, fees for municipal services

(for example, water and sanitation, electricity, refuse removal7) and various other financial

obligations to municipalities (this includes, for example, traffic fines or rental housing

payments). The type of non-payment described above emanates from households, businesses,

’ These are key sources of own revenue.
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government and the category termed ‘other’ (the specific components of this category vary
from municipality to municipality). One example of what might be listed under this category
is debt from insolvent estates.

The analysis of consumer debt that follows, is based on a slightly different six year review
period (2004/05 to 2009/10). For each of the years under review the composition of
municipalities differs, but the number that has been reporting has consistently increased. In
2004 for example, only one municipality, Mangaung, is listed as providing data on consumer
debt. This increased to 19 municipalities in 2005/06. Since 2006/07, 22 municipalities have
more or less consistently reported figures on consumer debt. There are two municipalities that
have shown persistent challenges with reporting, namely Thabo Mofutsanyana and Fezile
Dabi. Based on the database, these two municipalities have not reported in the six years under
review. Whilst it should be noted that both municipalities do not have the water and
sanitation functions, they should still be reporting on non-payment for other municipal
services.

Table 4 provides an overview of total real municipal consumer debt within the Free State
between 2004/05 and 2009/10. Up until 2007/08 consumer debt across the Free State
municipalities shows a consistently slower year on year growth. In 2008/09, consumer debt
recorded a sizable decline of 23%. Most of the debt is concentrated in Mangaung (24% of
total debt), Matjhabeng (17% of total debt) and Maluti-a-Phofung (12 of the total). In all
probability, the 2008 economic crisis and the subsequent impact on employment and poverty,
negatively affected the ability of consumers to pay for municipal services, thus reversing the
in-roads made against this challenge and resulting in the 39.5% growth in consumer debt
between 2008/09 and 2009/10.

Table 4. Overview of total municipal consumer debt across Free State municipalities,
2004/05-2009/10 (R’000)

Period Debt

Outstanding For 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10
0-30 days 17,970 289,519 277,146 303,854 207,810 367,507
31-60 days 29,299 104,036 116,219 163,125 129,302 167,308
61-90 days 14,528 110,788 88,784 99,738 95,355 123,386
Over 90 days 383,862 1,784,892 2,294,054 2,718,985 2,097,239 2,870,609
TOTAL 445,658 2,289,236 2,776,203 3,285,702 2,529,705 3,528,810
Real year on year growth

0-30 days 1511.1% -4.3% 9.6% -31.6% 76.8%
31-60 days 255.1% 11.7% 40.4% -20.7% 29.4%
61-90 days 662.6% -19.9% 12.3% -4.4% 29.4%
Over 90 days 365.0% 28.5% 18.5% -22.9% 36.9%

Total Consumer
Debt:Free S tate
Municipalities 413.7 % 21.3% 18.4% -23.0% 39.5%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.
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Figure 3 below illustrates total municipal consumer debt for Free State municipalities relative
to total operating revenue for the same set of municipalities. As at 2009/10 it is estimated that
the proportion of consumer debt to operating revenue is 54.1%. This represents revenue that
could be utilised to fund and/or enhance service delivery across Free State municipalities.
Whereas a municipality such as Mangaung may have, in absolute terms, the largest amount of
consumer debt, relative to the size of its operating revenue budget, the extent of non-payment
may not be as severe as say the situation in Metsimaholo where the debt amount is smaller
but relative is equal to just under 80% of the total operating budget of that municipality. For
a more detailed analysis, Appendix A and B illustrate real debt per municipality and real debt
as a percentage of total municipal operating revenue respectively.

Figure 3. Municipal consumer debt relative to total municipal operating revenue,
2004/05-2009/10

7,000,000
B5EY
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4,000,000 2l Ha—
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2004/05 2005/06 2006/07 2007/08 2008/09 2009/10
® Total Municipal Consumer Debt| 445,657 | 2289239 | 2,776,197 | 3285698 | 2,529,701 | 3,528,808
* Total Operating Revenue 4,700,130 | 5071785 | 5,094,887 | 5537.066 | 5622535 | 6,519,252

Figure 4 below graphically illustrates the period for which debt is outstanding in each of the
six years. It should be noted that debt management is a key challenge experienced by most
municipalities. As identified in the Commission’s 2012/13 Submission, the provision for bad
debts, the writing off of irrecoverable debts and ultimately the recovery of outstanding
amounts is weak across most categories of municipalities. To this end the FFC has
recommended that basic norms and standards be devised to assist municipalities in better
managing this challenge and importantly to bring about uniformity with respect to municipal
practices.

In the case of Free State municipalities, the category of ‘debt outstanding for over 90 days’,
dominates during the entire period. Whereas the real growth in debt is marginal, the fact that
the largest portion of existing debt can be termed historical, indicates that municipalities are
experiencing challenges with debt management. It could be the case that irrecoverable debts
are not being adequately written off and thereby artificially inflating the extent of the debt in
each of the years reviewed. Municipalities that should be closely monitored with respect to
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this include Mangaung, Matjhabeng, Maluti-a-Phofung and Metsimaholo. Appendix C
contains municipal specific information regarding real consumer debt outstanding for over 90
days.

Figure 4. Time Period for which debt is outstanding for, 2004/05-2009/10
4,000,000

3,500,000 —

3,000,000 —

2,500,000 —
2,000,000 _
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1,000,000 —

500,000 —_—
| m [ | u l
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m(0-30days “ 31-60days =61-90days  Over90days

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

In terms of the sectors where consumer debt is most prevalent, non-payment for water
dominates (See Table 5). This is not surprising given that water is viewed as an essential
basic service and so cannot be totally disconnected/cut in response to non-payment. Again it
is clear that non-payment across the majority of these sectors was declining in 2008/09 but
rose sharply in 2009/10. It is pertinent for municipalities to be explicit as to what is contained
under the term ‘other’ as it constitutes the second largest debt category. A similar challenge
exists when viewing municipal consumer debt from the point of view of the sphere as a
whole. Appendices D, E and F provide a more detailed municipal-specific analysis of non-
payment for water, electricity and ‘other’.

Table 5. Non-payment in Free State municipalities disaggregated by sector, 2004/05-
2009/10 (R’000)

2004/05 2005/06 2006/07 2007/08 2008/09 2009/10

W ater 195,902 739,450 905,452 1,082,972 837,539 1,605,877
Electricity 42,089 169,936 248,959 235,753 241,799 380,279
Property Rates 163,098 504,116 531,126 753,429 663,831 686,827
RSC Levies 43,801 29,444 1,773 683 637
O ther 44,569 831,936 1,061,215 1,211,771 785,852 855,191
TOTAL 445,657 2,289,238 2,776,196 3,285,698 2,529,705 3,528,810
Real year on year grow th

W ater 277.5% 22.4% 19.6% -22.7% 91.7%
Electricity 303.8% 46.5% -5.3% 2.6 % 57.3%
Property Rates 209.1% 5.4% 41.9% -11.9% 3.5%
RSC Levies -32.8% -94.0% -61.5% -6.8%
O ther 1766.6% 27.6% 14.2% -35.1% 8.8%
TOTAL 413.7 % 21.3% 18.4% -23.0% 39.5%
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Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

Unfortunately, the dataset used in this analysis, is not disaggregated to show where the
municipal consumer debt across the Free State municipalities, emanates from. Generally
however, households are responsible for the bulk of this type of debt. The most common
reason to explain non-payment appears to be the inability to pay, due to poverty (Booysen,
2001; Botes and Pelser, 2001; Burger, 2001). The term ‘inability to pay’ indicates that there
is an income level below which people are unable to pay for the delivery of services. This
raises the central question of affordability. Milne (2004) suggests using core “affordability”
indicators, which if properly monitored can warn policy-makers of early indications of
changes in the affordability of services. A range of possible indicators are proposed: (Milne,
2004:5)

e Consumption-related indicators, such as percentage of total household expenditure
devoted to a commodity or per capita consumption/expenditure on a commodity

e Price-related indicators, for example unit prices paid for a commodity

¢ Payment-related indicators, which would include the use of arrears statistics, alternative
payment schemes and disconnections owing to debt.

However, monitoring trends in affordability indicators represents what can be termed an ex

post approach. McPhail (1993) suggests incorporating assessments of affordability and

willingness to pay at the planning stage of public goods such as water or electricity,

especially if the intention is to recover costs. The information from an affordability

assessment can provide insight into potential service usage patterns and, therefore, the tariff

to be charged in order to maximise cost recovery.

3. Overview of Municipal Expenditure and Outcomes in Free State
Municipalities

As with total municipal revenue, total municipal expenditure can also be divided into two

categories: operating and capital expenditure (See Table 6).

Table 6. Total municipal expenditure for Free State municipalities, 2003/04-2008/09

Red Amuel
CUTOQVE (R000) Awerage Govwth

200304 200405 200506 20607 200708 200809 200304200809
Minidpal Qperating Bpenditure AITIOB 4601966 40538 4T SBA006 5207467 45%
Minidpa Gypital Bypenditure 610686 6733 815000 ST 1364%  10835%9 101%
Total Mimicipal Eqenditure 437P1 3849 43038 56456 604Y  629L006 S4%
Red year onyear gronth
Minicipal Qperating Bperditure 123% -138% 186% 133% 42%
Minidipal Gypital Bpenditure 6% 0% 7%  5l1% -183%
Total Mimicipal Bpenditure 97% 86% 168%  191% 69%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.
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3.1.  Municipal Operating Expenditure

Municipal operating expenditure represents recurrent costs that a municipality incurs in
providing constitutionally mandated basic services to its constituencies. Figure 4 below
provides a picture of the composition of total municipal operating expenditure for all Free
State municipalities for the 2008/09 financial year.

The bulk of municipal operating expenditure is driven by ‘other’ — in 2008/09, 33.69% of
total operating expenditure was dedicated to this item. As required in terms of National
Treasury’s new economic reporting format which attempts to encourage greater transparency,
clarity and accessibility into municipal reporting, municipalities should do away with
ambiguous terminology such as ‘other’. Whereas the municipality may be aware of what is
contained under the term ‘other’, those responsible for oversight may not understand what the
concept entails. The second largest operating expenditure component is employee costs
(accounting for 29.27% of total operating expenditure in 2008/09).

Figure 5. Composition of municipal operating expenditure for all Free State
municipalities, 2008/09

5080 483% 5.04%

® Depreciation and Amortisation
® Employee Costs

= Finance Charges

B Grants and Subsidies

33.69%
B Materials and Bulk Cost
¥ Other

® Remuneration of Councillors

= Repairs and Maintenance

21.74%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

One aspect of concern when it comes to municipal operating expenditure is the low
expenditure on repairs and maintenance. In terms of National Treasury guidelines
municipalities are advised to allocate between 8-10% of total operating budgets to this
component. As is evident in Table 7, the proportion of total operating expenditure dedicated
to repairs and maintenance within Free State municipalities has consistently been below 5%.
This endangers the existing infrastructure base within municipalities as low spending on
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repairs and maintenance can lead to decay/rapid depreciation assets. FFC analysis of this
component for the local government sphere as a whole indicates a similar trend where all
categories of municipalities have failed to spend adequately on repairs and maintenance®.

In terms of real growth in spending, performance has been very unstable ranging from a real
decline of 20.95% in 2005/06 to an increase of 20.28% in 2008/09. Given that the
maintenance of new/existing infrastructure is critical to ensuring sustainable delivery of
quality services, municipalities are encouraged to rethink their approach to planning for and
spending on repairs and maintenance.

Table 7. Performance of repairs and maintenance expenditure, 2003/04-2008/09

OUT'COME (R000)
2003/04 2004/05 2005/06 200607 2007/08 2008/09
Real Spending on Repairs and
Maintenance 197,115 232,558 183,836 192,181 209,062 251,459
Real Growth in Spending 18.0% -21.0% 4.5% 8.8% 20.3%
Spending on Repairs and Maintenance
as % of Total Operafing Expenditure 4.7% 5.0% 4.5% 4.0% 38% 4.8%

Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

3.2, Municipal Capital Expenditure

Municipal capital expenditure constitutes a municipality’s investment in social and economic
infrastructure projects. Based on aggregate local government trends, this type of expenditure
is generally dominated by three items, namely water and sanitation, roads and storm water
and other (this category refers to expenditure on land, buildings vehicle fleets). Figure 6
illustrates the proportion of expenditure allocated to each of various items that compose total
municipal capital expenditure. Expenditure by Free State municipalities is dominated by
allocations in respect of water and sanitation and other expenditure.

¥ See page 50 of the FFC Submission for the Division of Revenue 2012/13
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Figure 6. Composition of municipal capital expenditure for all Free State municipalities,
2003/04-2008/09
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Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

Based on poor municipal capital performance identified in the FFC’s Submission for the
Division of Revenue for 2012/13 (FFC, 2011), Figure 6 below illustrates performance of
planned versus actual, capital expenditure over the period 2003/04 to 2008/09. If a score is
less than 100%, the actual amount (or outcome) is smaller than the budgeted amount,
meaning that there was under spending. The reverse is also true: if the measurement is greater
than 100%, it means the budget was exceeded. Ideally, the deviation between budgeted and
actual amounts should be minimal or zero, which is rarely the case. The Department of Co-
operative Governance and Traditional Affairs (DCoGTA) has defined a credible budget as
“one with a variance of less than 20 per cent” (DCoGTA, 2009:62).

It is evident that over the entire period reviewed, actual capital expenditure falls short of
planned capital expenditure, with the gap between the two widening over the six year period.
As at 2008/09, actual capital expenditure amounted to 78% of what had been planned for in
that particular financial year. According to FFC analysis of average performance of budgeted
versus actual capital expenditure for the local sphere, Free State municipalities are below the
national average of 87% (this is at 2008/09). Individual municipalities that have performed
consistently well in this aspect include Mangaung, Ngwathe and Matjhabeng. On the other
hand, Thabo Mofutsanyana, Naledi and Metsimaholo seem to be facing real challenges with
respect to capital spending. Appendix G shows the performance of budgeted versus actual
capital expenditure for each of the Free State municipalities.
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Figure 7. Budgeted versus actual capital expenditure for total Free State municipalities,
2003/04-2008/09
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Source: FFC calculations based on National Treasury data, 2009 and 2010/11.

4. Concluding Remarks
Based on the above analysis, the following points are emphasised:

With respect to municipal revenue and expenditure

. In terms of revenue, intergovernmental transfers dominated over the period under
review. Municipalities need to ensure that own revenue sources are optimally
exploited so as to ensure that when public resources come under pressure, they are not
hard hit by declines in equitable share or conditional grant transfers.

¢ In accordance with slower growth in revenue, aggregate municipal spending in the
Free State recorded a real decline of 6.94% in 2008/09. Capital expenditure in
particular, was hard hit, as it declined by 18.31% in real terms in 2008/09, confirming
that when budgets are under pressure, capital spending is one of the first items to be
sacrificed. Of concern is the lack of synergy between planned/budgeted and actual
capital spending. This could be explained by poor planning or inaccurate costing of
resources and services.

¢ On aggregate municipal spending on repairs and maintenance has been consistently
below 5% over the period reviewed — this is not aligned to National Treasury
guidelines around health spending on repairs and maintenance. Given the importance
of maintaining new and existing infrastructure in ensuring sustainable service
delivery, this is an area that requires attention.

With respect to municipal consumer debt:
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The number of municipalities reporting on consumer debt has shown strong
improvement since 2004/05 when data for only one municipality was recorded. To
support sound decision-making, municipal reporting on consumer debt should be
further monitored, particularly those that according to the database used in this
analysis, recorded no data over the period of assessment.

In aggregate terms, municipal consumer debt across Free State municipalities showed
significant real growth of 39.5% in 2009/10. It is probable that the effects of the
economic crisis played a role in increased non-payment.

The proportion of consumer debt to operating revenue is abnormally high. Based on
the analysis this is an issue that requires attention as the majority of municipalities in
the Free State face a situation where consumer debt in some municipalities is over
50% of their operating budgets.

An assessment of the period for which debt was outstanding for indicates that the bulk
of non-payment is over 90 days old. This indicates that municipalities may not be
actively and adequately writing off irrecoverable amounts, thereby artificially
inflating the severity of the consumer debt challenge. As a result better debt
management should be prioritised.

In terms of the sector where the bulk of non-payment is located, similarly to the
national situation, non-payment for water dominates in the Free State

Non-payment listed under the category ‘other’ is significant. Municipalities should be
encouraged to be more explicit in their reporting practices so as to ensure that clarity
and accessibility of budget/spending information.

With respect to general issues:

Comprehensive monitoring of the accuracy of financial and performance-related data and
reporting is critical to ensuring a sound foundation for planning and policy-making
purposes and should be prioritised by municipalities.

Performance with respect to debt management, capital or repairs and maintenance
spending is not uniform across Free State municipalities — this provides an opportunity to
explore peer learning and support programmes for poorly performing municipalities by
leveraging the experience of well-performing municipalities.
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Appendix A. Real Municipal Consumer Debt Per Free State Municipality,
2003/04-2009/10

PDG R000 Mimicipal Debt as
Category Mimicipality 200405 200506 200607  2007/08 200809  2009/10 |%of 2009/10 Total
Bl Mangaung M5657 457,087 617330 613293 716766 841,383 24%)
Bl Matjhabeng NA 897,067 829787 991,509 NA 590,840 17%
B2 Dihlabeng NA 152,619 154075 185897 119,147 145969 4%
B2 Moghaka NA NA 145831 143925 156,746 151,534 4%
B2 Metsimaholo NA 168961 187539 242775 249719 292,862 8%
B3 Letsemeng NA 12,676 8,700 8,651 10,959 10,369 0.3%
B3 Kopanong NA 46626 51280 34,774 NA 41,332 1%
B3 Mohokare NA 38,125 34787 35980 38345 42382 1%
B3 Naledi (Fs) NA 28780 23968 31417 46081 45248 1%
B3 Mantsopa NA DeA2 49870 59575 69924 77207 2%
B3 Masilonyana NA 105927 118568 129,112 97257 103618 3%
B3 Tokologo NA 21,533 23,740 NA 20539 46968 1%
B3 Tswelopele NA 20549 24889 26508 28935 24,980 1%
B3 Nala NA 60,566 71478 74701 124562 153983 4%
B3 Setsoto NA 93601 10,135 120471 159,105 164954 5%
B3 Nketoana NA 68276 69725 84692 95689 110,563 3%
B3 Maluti-a-Phofung NA NA NA 32199 370279 424332 12%)
B3 Phunelela NA NA 80236 44057 40970 29,663 1%
B3 Newathe NA NA 119643 80980 122,537 154,491 4%
B3 Mafibe NA 61,166 55133 45718 54463 68,137 2%
Cl Xhariep NA 124 102 102 93 NA N/A
Cl Motheo NA 5,048 31 1,545 691 1,035 NA
Cl Lejweleputswa NA 7,778 8,342 7,809 6,887 6,959 NA
Cl Thabo Mofutsanyana | N/A NA NA NA NA NA NA
Cl Fezile Dabi NA NA NA NA NA NA N/A

TOTAL 45657 2289239 2776197 3285698 2,529,701 3,528,808 100%]
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Appendix B. Municipal Consumer Debt as a Proportion of Total Operating

Revenue Per Free State Municipality, 2004/05-2009/10

PDG
Category Municipality 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10
Bl Mangaung 31.20% 25.79% 38.03% 38.12% 39.90% 35.36%
Bl Matjhabeng N/A 117.78% 93.37% 108.47% N/A 66.35%
B2 Dihlabeng N/A 46.97% 66.69% 76.24% 47.26% 55.89%
B2 Metsimaholo N/A 68.02% 67.08% 70.82% 83.90% 79.33%
B2 Moghaka N/A N/A 74.91% 63.45% 70.26% 46.78%
B3 Kopanong N/A 69.67% 64.61% 31.36% N/A 43.50%
B3 Letsemeng N/A 27.71% 16.23% 18.01% 20.17% 22.08%
B3 Mafube N/A 105.66% 82.77% 77.90% 81.42% 66.52%
B3 Maluti-a-Phofung N/A N/A N/A 70.62% 73.98% 69.54%
B3 Mantsopa N/A 44.41% 62.12% 78.56% 70.13% 86.16%
B3 Masilonyana N/A 169.92%  178.98%  18592%  109.85%  106.14%
B3 Mohokare N/A 118.10%  105.68% 91.80% 114.78% 70.83%
B3 Nala N/A 48.05% 48.37% 38.88% 89.81% 108.87%
B3 Naledi (Fs) N/A 14724%  102.84% 81.00% 93.74% 129.24%
B3 Ngwathe N/A 0.00% 71.84% 41.90% 49.23% 65.30%
B3 Nketoana N/A 108.98% 66.29% 54.03% 80.39% 132.32%
B3 Phumelela N/A 0.00% #DIV/0! 103.07% 76.28% 60.15%
B3 Setsoto N/A 61.51% 53.74% 45.60% 82.06% 80.61%
B3 Tokologo N/A 84.53% 55.14% 0.00% 64.03% 151.53%
B3 Tswelopele N/A 54.08% 60.03% 24.67% 44.42% 48.61%
C1 Fezile Dabi N/A N/A N/A N/A N/A N/A
C1 Lejweleputswa N/A 12.79% 14.96% 12.53% 10.13% 10.43%
C1 Motheo N/A 4.02% 0.03% 1.54% 0.65% 0.94%
C1 Thabo Mofutsanyana N/A N/A N/A N/A N/A N/A
C1 Xhariep N/A 0.60% 0.64% 0.81% 0.67% N/A
TOTAL 9.48% 45.14% 54.49% 59.34% 44.99% 54.13%
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Appendix C. Real Debt Older Than 90 Days

PDG R'000
Category Municipality 2004/05 2005/06 2006/07  2007/08 2008/09 2009/10
Bl Mangaung 383,862 301,368 449,803 440,993 546,276 652,175
Bl Matjhabeng N/A 721,307 708,583 870,117 N/A 486,583
B2 Dihlabeng N/A 118,337 122,518 168,800 103,552 122,041
B2 Moghaka N/A N/A 128,073 108,703 136,604 135,298
B2 Metsimaholo N/A 134,030 132,263 131,601 209,052 219,034
B3 Letsemeng N/A 10,159 6,422 6,532 8,253 5,646
B3 Kopanong N/A 47,498 51,515 55,776 N/A 40,104
B3 Mohokare N/A 27,206 32,983 34,277 36,504 39,894
B3 Naledi (Fs) N/A N/A 21,668 29,375 44,007 43,876
B3 Mantsopa N/A 34,498 41,363 51,930 58,342 68,603
B3 Masilonyana N/A 100,649 112,242 122,240 92,293 107,059
B3 Tokologo N/A 19,524 21,727 N/A 18,304 45,657
B3 Tswelopele N/A 18,062 21,927 23,731 25,770 22,487
B3 Nala N/A 45,758 62,544 65,722 82,547 96,761
B3 Setsoto N/A 82,804 86,783 99,852 136,610 141,366
B3 Nketoana N/A 52,481 55,310 66,543 82,968 100,733
B3 Maluti-a-Phofung N/A N/A N/A 283,902 329,333 324,373
B3 Phumelela N/A N/A 80,954 42,349 39,111 27,090
B3 Ngwathe N/A N/A 94,770 58,770 88,338 127,578
B3 Mafube N/A 59,420 54,401 48,538 52,151 57,077
C1 Xhariep N/A 115 102 102 98 N/A
Cl1 Motheo N/A N/A 31 1,436 240 154
C1 Lejweleputswa N/A N/A 8,074 7,695 6,887 6,959
Cl1 Thabo Mofutsanyana N/A N/A N/A N/A N/A N/A
Cl1 Fezile Dabi N/A N/A N/A N/A N/A N/A
TOTAL 383,862 1,773,276 2,294,054 2,718,985 2,097,239 2,870,609
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Appendix D. Real Water Non-Payment Per Municipality, 2004/05-2009/10

2046 20606 20607 20708 20809 20010
ViterNn Veer N Viler N Viler N VéterNn| ViterNn|
Rynat Bynat Bynat Bynat Rynat Bynat
RdWea %t |RAWaras%d |RAWea xs%f [RdWea s%f RdWeaas%t |RdWer s %f

HG Noe Ttd [N Td N Td N Td N Td Noo Td
Ceegny Muidsdity Pynet (e Dit|Pynet G Dt RPynet  Gos DM Rynet  (os Dt Rynat Gs D3t Pynet  Grs Dit
Bl Migug B9e 4% 1ROR  80% 2BJ6 9% NVIB 0 % B U B 120%
Bl Mitjheberg NA NA WMB BI% I 1M VB 109% NA NA 090 8644
R Dhebag NA NA 31 1% 3129 1% M1 1% 247 0% 4% 13%
R Mjda NA NA NA NA 23 0% B 0% 316 12% 3 1%
R Misinatdo NA NA 4% 20% 638 24% &IB 20k I\ 0% 18301 33
B Letsnarg NA NA 39 % 230 Q% 22 Q% 340 0% 55 Q9%
B Kpang NA NA 4% 0% 3580 Q% o 0% NA NA 928 (0¥
B Midae NA NA QB Mp &4 % U3 B LB oh 188 O
B Nid (B) NA NA 9l0 M 74 % 106 % W 8% RVEH %%
B Mitsopa NA NA 1R 0% K56 0% RIB % 18I0 Q% 82 12%
B Mslayan NA NA B® 3% &577 3% RIS 28 1RO 286 BH 2%
B Tddap NA NA RTSIN00).7 L 0% NA NA »H o 109 03
B Tovdapee NA NA 364 % 3 @@ 63» @ 66t 0% 999 0
B Nia NA NA 542 0% 76l 3% 9® % 238 0% @08 1%
B Ststo NA NA u“4& Q% 1 O% BN 0% 365 1% H6u 13%
B Netcan NA NA TR 08% 248 Q9% 2062 (% K& 0% 658 13%
B Miuti-aFding NA NA NA NA NA NA X2 0% 44010 1% 123D 349%
B Phnada NA NA NA NA 141 Q% 1006 0% 8B Q% KK 0%
B Novetle NA NA NA NA RB83 Q7% 22B Q% 228 12% &8 19%
B Viite NA NA 1659 0% 1638 Q% 121 M% NIV 0% HOR 10%
a Nuriep NA NA NA NA NA NA NA NA NA NA NA NA
a Mitheo NA NA NA NA NA NA NA NA NA NA NA NA
a Levdgtswa NA NA NA NA NA NA NA NA NA NA NA NA
a ThtoMfitsayan NA NA NA NA NA NA NA NA NA NA NA NA
a FezeDh NA NA NA NA NA NA NA NA NA NA NA NA
TOIAL MBI H0% AN 3% IR 6% 1RIZ2 B0% Y Bl1% 148877  H59
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Appendix E. Real “Other”’ Non-Payment Per Municipality, 2004/05-2009/10

20465 20506 20607 2078 20809 20010
OherNmy Oher N OterNmy Oher N OterNmy Oher N

Rd Pymt Rd Pyt R4 Pynet Rd Pynet [Rd Pynet [Rd Pynet

Ol =% |Ohr =% |Ohr =% |Ohe =% |Ohr =% |Ote =%

G N Ttd (N Ttd [N Ted |[No T |[Nm Ted |[Ne R
Gtegny Mmidpity  |Pynent Gus Debt{Pymet Gos. Dit|Pynet Gos. Dot Pynert Grs. Ditt| Pynet. Gors Dett| Pynert. Grs. il
Bl Mg 4 00 XS5 Lo W0 L% BB 0% BR 0% KD O8%
Bl Mihheg NA NA 4983 1% 3R32  BEh 4610 BH NA  NA 046 30
B Diheg NA NA Ol 40 oA 349 LG4 3¥F NI 28% 6B 207
B Mk NA NA NA NA H® 2% QR 2% &£ % Rl 164
B Mismido NA NA BY 1% IS 4% 402 149 4% 19% RS LY
B Ildsmg NA NA 605 0% 40 % 4 0% S % 260 Q1Y
B Kpmg NA NA 3™ 1M 427 1% ¥ 12% NA NA O 054
B Midae NA NA 24 1% 2R® 0% B4 0F 221 1% 28 054
B Nad® NA NA 1600 Q% BY 0¥ B3 0% 116 0% 8B 0
B Misqn NA NA 193t 08 BBl 9% AUl6 104 P06 1 N7 o)
B My NA NA 248 Q% 20 Q% 2151 0% % 0% & Y
B  Tdw NA NA 5% 0P 1692 0% NA NA B 0% 0N 0]
B Twdpk NA NA DB 064 4R 0% BBl 0¢F 1 8% DRIB 0¥
B Na NA NA 960 4% 201 19% 626 1% TITS 3% ®OB 19
B Sisto NA NA &6 304 HAO 2% S90  2FF 18X A¥ 1B 29
B Neam NA NA 145 0% O3 0% 2060 0% 69  28% S5 LYY
B MitiaBrfin NA NA NA NA NA NA ®® 219 K 304 IS8 44
B Fhndh NA NA NA NA &% 164 X5 0% B0 10% 9% 0¥
B Newte NA NA NA NA HMOB 2% AR 1% 445 19% W 119
B Mite NA NA R 19 R L% 22D 0% X6 L% 7B 0
a  Xump NA NA NA NA NA NA NA NA NA NA NA NA
a  Mio NA NA NA NA NA NA 102 QB4 & 0®% 1B W)
A Igvdquswa NA NA 35 Q% S % 660 0% 6 0% 62 04
Q  TeoMfisnan| NA NA NA NA NA NA NA NA NA NA NA NA
Q  FekDh NA NA NA NA NA NA NA NA NA NA NA NA
TOIAL M W00% SIS % 625 Ro% LI 9% TSR 3L1% K1 209
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Appendix F. Real Electricity Non-Payment Per Municipality, 2004/05-2009/10

2045 20506 206007 2A078 20809 20910
Hedridy Hedridy Hedridy Hedridy Hedtridty Hedridy

N Nmr N Nmr N Nm

Rd Pyt Rd Pyt [Rd  Pypet [Rd Pynet (R4 Pynet Rd Pynet

Bedridty % |Bedridty 2% |Hedridty 2 % |Hedridty % |Hedridty % |Hedridty a5 %af

HG N Tl N Td [N Td |[Nm Td (No  Td (Noo T
Ctegry Muidplity  [Bynet CGosDdt|Bynet CGrsDit|Bynet GisDit{Pynet  Gos Det{Pynet  Gas Ditt|Bynert  Gs D
Bl Mngrg LM  9Uh W 264 IR 39 YD+ 2 0B 4% 1S4 44
BI Mijhbarg NA 396 1M 9% 1% 7D 1% NA NA RO 1
R Diheg NA 7% 3% 166 % 4% Q% 6 3% {5 0
R Mujda NA NA NA X0B (9% 948 0¥ 18 Q% RO Y
R Msinzhdo NA 1968 Q9% 1927 0 N9B 9% PO 1% 3LID 094
B Ietsenarg NA (007 & 00 (C0 007 w o 00% 2 0%
B Kopaong NA NA NA NA NA NA NA NA NA NA NA
B Mitkre NA 135 Q14 W 0% 2 09 1% 0019 15 Q04
B Nil () NA B 09 2% Q0% 2 09 I8 Q0 7 00
B Matsopa NA 5% 0% 5% 0% 67 0% 468 0% 320 029
B Mislayan NA NA NA NA NA NA NA NA NA NA NA
B Tk NA 23% Q1% 244 Q1% NA NA 210 Q% 5407 0%
B Tevdapde NA 122 Q1% 144 0% 138 009 SU Q0% R QB4
B Nia NA 2% Q1% 269 Q% 2464+ Q1% MM % 1P 0
B Stscto NA 318 Q% 3087 Q% R 0% 420 % SR 04
B Netorn NA 224 107 18 0 1602 0¥ 2R Q% 282 Q1Y
B Miti-aFhdfirg NA NA NA NA NA 785 0% XI§ 1% W8 134
B Fneida NA NA NA &% 0% 159 o 19 Q% 168 Q0
B Noette NA NA NA 1525 0% BR MF N 0% 2602 04
B Miite NA 226 Q% 161 Q% 23 0% 209 Q% 6% 024
a Xoaiep NA NA NA NA NA NA NA NA NA NA NA
a Mito NA NA NA NA NA NA NA NA NA NA NA
a Legvdepitsva NA NA NA NA NA NA NA NA NA NA NA
a ThboMitsanyad NA NA NA NA NA NA NA NA NA NA NA
a RzikeDhi NA NA NA NA NA NA NA NA NA NA NA
TOIAL L 9% WV  TA% 289 Wh BB 2% 20 %% 2P 108%
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Appendix G. Budgeted Versus Actual Capital Per Free State Municipality,
2003/04-2008/09

Category Municipality 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
B1 M angaung 110.29% 104.44%  81.1% 78.1% 82.3% 81.0%
B1 M atjhabeng 21.50%  56.74% 74.8% 52.5% 92.1% 103.1%
B2 Dihlabeng 122.37% 60.37%  381.5%  110.7% 86.7% 81.8%
B2 M etsimaholo 106.35%  76.60% 68.4% 50.5% 55.9% 21.7%
B2 M oghaka 8.71% 121.82%  33.4% 0.0% 83.5% 38.8%
B3 Kopanong 60.66% 184.51%  81.1% 112.0% 146.5% 99.9%
B3 Letsemeng 103.46% 179.00%  87.9% 78.8% 3.8% 141.9%
B3 M afube 49.38%  632.35%  66.5% 47.3% 0.0% 49.0%
B3 M aluti-a-Phofung 80.98% 101.03% 102.5% 68.5% 63.4% 48.0%
B3 M antsopa 22.33%  38.48% 45.7% 70.9% 97.9% 68.0%
B3 M asilony ana 38.17%  52.26% 44.4% 56.0% 177.8% 68.3%
B3 M ohokare 29.48% 103.75%  38.9% 65.5% 102.4% 81.2%
B3 Nala 88.18%  47.31% 1.3% 1.7% 8.7% 28.3%
B3 Naledi (Fs) 2.13% 4.17% 2.6% 58.4% 111.4% 10.0%
B3 Ngwathe 26.28%  94.89%  117.7% 92.9% 95.1% 98.1%
B3 Nketoana 88.80% 239.75%  74.9% 164.8% 133.6% 99.5%
B3 Phumelela 305.89%  55.20% 0.5% 0.0% 38.8% 38.5%
B3 Setsoto 3831% 607.72%  80.6% 100.8% 107.1%  203.1%
B3 Tokologo 27.04%  67.39% 35.6% 94.6% 0.0% 121.6%
B3 Tswelopele 4497% 146.81% 187.4% 115.0% 137.1%  290.7%
C1 Fezile Dabi 103.58%  24.54% 53.2% 56.9% 55.2% 78.2%
Cl Lejweleputswa 528.57% 124.26%  67.5% 21.2% 40.8% 273.5%
C1 M otheo 81.70% 0.00% 28.0% 111.9% 125.6%
Cl Thabo M ofutsanyana| 3.84% 2.83% 9.2% 0.0% 1.7% 6.2%
Cl Xhariep 99.30% 0.0%

TOTAL 60.24% 91.10% 87.2% 67.5% 78.5% 78.2%

FFC | Analysis of Free State Municipalities, July Al
2011



