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7.7 OTHER RECOMMENDATIONS FOR DEBT MANAGEMENT

The study has provided an analysis of the various issues relating to the non-payment of
municipal services and debt in the Free State. It has demonstrated that the phenomenon of non-
payment is not a “culture of non-payment” but one of non-affordability. Municipalities are faced
with problems relating to resources, for example human, financial, knowledge and skills. These

have impacted negatively on their ability to collect debt from consumers.

All municipal officials, together with the oversight departments, namely the Department of
Cooperative Governance and Traditional Affairs and the National and Provincial Treasuries,
must ensure that they are committed to the following recommendations in order to change the

municipal or local government arena.

7.7.1  Possible Solutions to Non-payment

The steps identified to help improve the debt collection process include making an adequate and
realistic provision for potential bad debts in the accounting records and financial statements; a
review of standards; a national campaign that encourages payment; improved administration
procedures; providing incentives in the form of tangible service delivery; greater emphasis on
financial sustainability in planning processes; better use of technology; adoption of policy
procedures; systems that are fair but which do not detract from the need to take legal and other
actions, and linking bills to owners and not tenants. These must be done annually during the
municipal budget preparation process that commences in August of each year, as required by
Section 21 of the MFMA (RSA, 2003).

7.7.2  Non-payment of Debt

The steps identified to help improve the non-payment situation include service cut-offs that will
force those affluent households that can afford to pay but opt to “free-ride” to pay their bills.
Service cut-offs have become a major mechanism of payment enforcement in South Africa, but

illegal connections have made the system ineffective. There should be follow-ups after a
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disconnection in an area or there should be a plan to make it impossible for any illegal
connections to occur, such as removing the entire meter. Permanent cut-offs of basic services
have been identified: shutting off services through the removal of cables and pipes; increasing
reconnection fees, which are usually so severe that they effectively limit who can afford to
reconnect; requiring residents to pay off outstanding payments before being able to reconnect;

and self-disconnecting by prepaid meter (Ruiters, 2002:52-53).

7.7.3 Tariffs

Tariffs are a pricing system whereby the per-unit price of a service increases when more of the
service is consumed, thus charging higher per-unit costs for a service for those who consume
more in order to subsidise the costs of supply services to the poor. The rationale behind block
tariffs is twofold: Firstly, they act as a cross-subsidisation mechanism by charging more for
higher levels of consumption, and these revenues are then used to pay for the initial cheap or free
blocks of consumption for poor households. Secondly, if done properly, block tariffs can curb
over-consumption of environmentally sensitive resources such as water and electricity by acting

as a price disincentive at higher levels of consumption.

According to the National Treasury (MFMA Circular 70, municipalities are advised to structure
their 2014/15 electricity tariffs based on the approved 7.39 per cent NERSA guideline tariff
increase and provide for an 8.06 per cent increase in the cost of bulk purchases for the tabled
2014/15 budgets and MTREF. Municipalities are urged to examine the cost structure of their
electricity undertakings and apply to NERSA for electricity tariff increases that are cost

reflective and ensure continued financial sustainability.

The National Treasury (2013c) supports the use of the following formula, proposed by NERSA,

for calculating municipal electricity tariff increases:

MG =(BxBPI)+ (SxSI)+(RxRI)+(CxCClI) +(0OC x OCI)
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Where:
MG = % Municipal guideline increase
B = % Bulk purchases
BPI = % Bulk purchase increase
S = % Salaries
S| =% Salary increase
R = % Repairs
RI = % Repairs increase
C = % Capital charges
CCl = % Capital charges increase
OC = % Other costs
OCI = % Other costs increase

The formula for calculating the guideline:
MG = (B x BPI) + (Sx SI) + (R x RI) + (C x CCI) + (OC x OCl)
= (70 x 8.06) + (10 x 6.5) + (6 x 5.5) + (4 x 5.5) + (10 x 5.5)
=6.48+0.64 +0.32+0.22 +0.54
=7.39%

Municipalities must familiarise themselves with the municipal tariff guidelines on electricity
price increases, which include inclining block tariffs from NERSA (available at the following

link: www.nersa.org.za).

Where a municipality’s evaluation of its cost structure results in a lower or higher tariff increase
to that proposed by NERSA, the municipality must structure its tariffs accordingly and ensure

that it provides the necessary motivation and information in its tariff application to NERSA.

It is also important that any proposed IBT is fully aligned to the principles set out in the South
African Electricity Supply Industry: Electricity Pricing Policy, including the principle that
electricity tariffs must be cost reflective and that any cross-subsidies should be explicit. A

municipality must structure its IBT tariff according to its own specific circumstances and ensure
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that it provides the necessary motivation and information to NERSA in its tariff application. In
this regard, municipalities need to pay careful attention to determining an appropriate level of
cross-subsidisation between the different IBT blocks given the profile of its customer base, and
also have regard for the price elasticity of the demand for electricity.

Municipalities must review the level and structure of their water and sanitation tariffs carefully

with a view to ensuring that:

o Water and sanitation tariffs are on aggregate fully cost-reflective — inclusive of bulk costs
of water;

o The cost of maintenance and renewal of purification/treatment plants and network
infrastructure, and the cost of new infrastructure, are taken into account;

o Water and sanitation tariffs are structured to protect basic levels of service; and

o Water and sanitation tariffs are designed to encourage efficient and sustainable

consumption.

To mitigate the need for water tariff increases, municipalities must put in place an appropriate
strategy to limit water losses to acceptable levels. In this regard municipalities must ensure that
water used in their own operations is charged to the relevant service, and not simply attributed to

water losses.

Municipalities must also calculate and report non-revenue water in accordance with the
International Water Association standards, as required by the Department of Water Affairs
(DWA), and should contact the DWA for assistance in this regard.

The tariffs for solid waste management must take into account that it is good practice to maintain
a cash-backed reserve to cover the future costs of rehabilitating landfill sites. Municipalities are
encouraged to explore alternative methodologies to manage solid waste, including recycling and

incineration in plants that use the heat energy to generate electricity.
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7.7.4  Free Services

Although a potentially important way of ensuring access for poor households, the current

government priority looks unlikely to resolve the underlying crisis of cost recovery.

Part of the challenge here is the quality of the free services being offered. On the electricity side,
50 free kilowatt hours per household per month would provide some financial relief, but it is less
than ten per cent of the average electricity consumption of low-income households in South
Africa and barely enough to run a lightbulb and few small appliances. It would be difficult for
municipalities to sustain this service given the major backlogs in the provision of this electricity

in rural areas.

For water services, the 6000 free litres per household per month also offer little financial respite
due to the fact that most poor households need much more than this amount of water, partly
because of the large number of people per household. The 6000 litre figure is based on an
average household size of eight people and works out to about 25 litres per person per day, half
of the World Health Organisation’s recommended minimum of 50 litres per person per day for
basic needs and a healthy existence. However, municipalities must develop policies and controls

to effectively manage indigents and impose severe sanctions on “free-riders”.

Due to the economic downturn, the majority of rural households cannot afford to pay for these
services no matter how hard they try, and some would have to give up other essential goods and
services to be able the pay for services. The recommendation is that government should review

the fiscal allocation for rural municipalities, while urban municipalities should self-financed.

7.75 Infrastructure

One solution for non-payment can be found in economic growth and job creation. Infrastructure
is an important catalyst for economic growth and job creation; thus infrastructure development is
essential. An improvement in the provision and maintenance of infrastructure reduces the degree

of uncertainty and risk faced by existing and prospective investors. Any decrease in uncertainty

240

© Central University of Technology, Free State



is an incentive for investment. Should infrastructure not be maintained because of non-payment
of services, municipalities are faced with the possibility of increased costs. Municipalities must
ensure that adequate provisions are made in their annual budgets for renewal, repair, replacement

and expansion of essential service delivery infrastructure.

7.7.6  Campaigns and Awareness Programmes

Awareness campaigns must be launched to inform people of the problems facing municipalities.
Such campaigns must be used by municipalities as a way to reverse the culture of non-payment.
Thus, if the people’s mindset is put right regarding payments through such campaigns, non-
payment will regress and become less of a problem for the South African government, since

people could be encouraged and motivated to pay.

Unless the consumer debt trend is reversed as a matter of urgency, municipalities will not be able
to make inroads into eliminating backlogs in development and service delivery. What is needed
is a national coordinated approach to prevent further consumer debt escalation; otherwise,

according to Yorke (2003:119), the future for municipalities will remain bleak.

7.7.7 Revenue Value Chain

The municipal revenue value chain reflects the interdependence of activities in the municipal
revenue collection process. Every customer should have their own water and electricity account;
customers should not inherit an existing water and electricity account from a previous owner or
tenant of a property. When opening an account for the supply of water and electricity, the

consumer must furnish the following basic information to be included in the contract:
o Copy of a valid South African identity document;

o Details of next of kin;

o Banking details;
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o Contact details, including name, employer, employee number (Persal number in the case of
government employees), telephone and cellphone numbers, physical and postal addresses,
and e-mail address;

o Deposit amount (cash, cheque or internet banking);

o Copy of offer to purchase or deeds document;

o Meter number/s and latest readings; and

o Completed application form for the supply of water and electricity.

The value of the above information is heightened when consumers are assessed relative to
equivalents for income groups, the median or some national norm/benchmark. Monitoring of
trends represents what can be termed a more ex-post approach. McPhail (1993:969) suggests
incorporating assessments of affordability and willingness to pay at the planning stage of a
public good such as water or electricity, especially if the intention is to recover costs. The
information can provide insight into potential service usage patterns and, therefore, the tariff to
be charged in order to maximise cost recovery. In addition, government officials must lead by
example in the payment of their consumer bills.

All problems identified and reported by meter readers, such as broken meters, leaking meters and
inaccessible meters, must be reported to the technical department for follow-up. Reports of faulty
meters must be reviewed on a monthly basis for follow-up and rectification. A monthly report
must be printed on all debtor accounts where the meter has been changed, with confirmation of

whether all the relevant information has been recorded correctly on the debtor’s account.

Effective credit control is imperative as a disciplined process aimed at securing payment from

consumers for services rendered by the municipality.

The Free State should take advantage of the large number of young people in the province for
future economic benefit by providing them with better education and training. Making young
people active in the economies of municipalities may contribute to a possible increase in the

municipal revenue base in order to turn around the municipalities’ debt burden.
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The setting of affordable tariffs for the services provided is one of the most critical success

factors in relation to revenue enhancement.

It is indicated that accurate billing is important in order to restore consumer confidence in the
amount charged for services. Therefore, the selected municipalities need to have correct details
of the customer’s particulars regarding residential address and names. The other important aspect
for the selected municipalities to consider is to determine if the tariff charges to particular
customers are correct regarding the business tariff and the household tariff. Correct billing

ensures satisfied customers.

Municipalities are reminded that the MSA (RSA, 2000a) states that municipalities must compile
and maintain the ‘municipal code’, which comprises all the by-laws, and that the public must be
able to request copies of the municipal code information at a reasonable fee. In compliance with

the MSA (RSA, 2000a) the accounting officer at a municipality should consider the following:

o The municipality should document the procedures that it follows to give effect to the
policies and by-laws that it has adopted.

o Consolidated billing facilitates the debt collection process.

o When customers only pay their municipal accounts in part, their payment is allocated in a
specific order, and the electricity service is usually used as leverage to collect the balance
of the amount due.

o It is imperative that municipalities ensure accurate billing information before pursuing
credit control measures such as disconnection of electricity.

o Section 118(3) of the MSA (RSA, 2000a) stipulates that an amount due for municipal
services, property rates and other property taxes is a charge upon the property, and
municipalities should use this provision to ensure that they collect outstanding debt and
register owners.

o Where there is outstanding debt on property that is older than the two-year minimum
period, the municipality must endorse the revenue clearance certificate to confirm that
there is debt older than two years and that the new owner will inherit the debt in terms of
Section 118(3) of the MSA (RSA, 2000a).
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Municipalities must effectively manage all functions that impact on them protecting and growing
their revenue base. The implementation of internal controls along the revenue value chain will
aid in effective data handovers, in utilising system data validation mechanisms and in ensuring
that service level standards are fundamental to the integrity of billing data. Municipalities tend to
neglect these basics and opt for costly ‘data cleansing’ exercises; however it is the protection of

data integrity at the source that will yield longer-term benefits.

The following are fundamental in maximising the potential of existing revenue sources:

o The billing system must correctly reflect all billing data and customer data required to
issue an accurate invoice on time to the relevant customer.

o All properties within the municipality’s area of jurisdiction must be correctly valued,
whether in the General Valuation Roll or Supplementary Valuation Rolls; and the billing
system must be updated with any change in property ownership. This is necessary to grow
and protect the municipality’s property rates base.

o There should be effective business processes to ensure that new property developments and
improvements to existing properties are valued as required and that billing records are
updated accordingly; this requires good working relations between the municipality’s town
planning, valuations and revenue management functions.

o Correct categorisation of properties in terms of the Municipal Property Rates Policy; this
impacts usage and property rates tariffs applied to the properties.

o Property usage must be correctly recorded so that the relevant property rates tariff is
applied to the property; changes to property usage must also be communicated to the
revenue function so that the billing system is updated.

o Water and electricity meter numbers must be recorded correctly and linked to the
corresponding property on the billing system.

o Water and electricity meters must be adequately maintained to minimise losses due to
leakages or incorrectly measured consumption.

o Water and electricity meters must be read with regularity and accuracy so that the correct

consumption information is recorded on the billing system; meter reading estimates must
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be minimised or at least undertaken in accordance with the municipality’s Credit Control
Policy prescriptions.

o Refuse and sanitation service charges must be included in the billing records.

o Billing records must be routinely reconciled to the source of the billing data and customer
data.

o Billing queries must be resolved within reasonable timeframes.

o Municipal Revenue and Debt Units must be adequately staffed with competently skilled

individuals who understand the job requirements and how to deliver on them.

7.7.8  Property Rates

In order to ensure that the property ratepayers are affordably charged, the MPRA (RSA, 2004a)
empowers the minister of the department of CoGTA to determine the ratios to be followed when
levying the charges for property rates among the residential and non-residential categories of
properties. The determination of different ranges of property rates ratios ensures that the
existence of public institutions referred to as ‘public benefit organisations’, such as schools and

welfare and humanitarian organisations, is not jeopardised.

All municipalities are required to conduct a valuation of all properties in their respective areas
and to keep a complete and accurate valuation roll indicating the market value of all the
properties (RSA, 2004a:41). The valuation roll forms the basis of determining the charges of
property rates to be paid based on the market value of the property. The information relating to
each debtor is captured and maintained in a debtors’ master file, or sub-ledger, on the

municipality’s database, and is used for billing purposes (Fourie et al., 2007:170).
The municipality’s budget finalisation process must include the passing of a resolution for the

levying of property rates per category of property; this resolution must be promulgated in the
provincial gazette upon ratification of the budget decisions.
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7.7.9  Electricity Services

Quality supply of electricity services in a sustainable manner is an enormous responsibility that
needs a well-capacitated and resourced municipality. Gower (2010:6) identifies three factors in
the supply of electricity, referred to as non-technical losses, namely: database errors, faulty
electrical installations and illegal connections, and meter tampering. It is recommended that the
over-averaging of meters, in cases where the accurate meter reading data is unavailable, is also
not a good practice since it actually projects inaccurate sales figures until the proper exercise of

meter reading can be completed.

7.7.10 Water and Sanitation Services

Water is a scarce resource, especially in South Africa. Municipalities must ensure FBS provision
to indigents only. The municipality must invest in infrastructure for water distribution to reduce

bursts, leakages and thefts.

Fourie et al. (2007:169) state that sewage services include waterborne sewage disposal, vacuum
or conservancy tanks, and bucket removals. The costs of these services can be calculated
independently, e.g. the case of a waterborne system whereby the tariff is based on water

consumption per residence or building.

7.7.11 Legacy Matters — Writing Off of Debt

Where the municipality identifies customers whose debts appear to be irrecoverable even after
the entire credit control and debt collection process has been followed in terms of trying to obtain
payment, then such accounts should be regarded as irrecoverable. Once a debt has been
identified as irrecoverable, it must be grouped with other such debts in view of tabling a report to
council, no later than April each year, to implement the writing off of such irrecoverable debts.
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Broadly, the municipality will strive to issue debt that is supported by specific revenue sources
and to avoid the pledging of rates and general revenues unless a substantial proportion of the

population will benefit from the asset being financed.

Where the municipality has identified customers whose debts appear to be irrecoverable even
after the entire credit control and debt collection process have been followed in terms of trying to
obtain payments due by customers, then such accounts should be regarded as irrecoverable,

unless:

o Legal recourse has been exhausted and the municipality is still unable to secure payment of
the outstanding debt; or

o The success of future legal action by the municipality to recoup the outstanding debt is
compromised due to actions or inactions by the municipality; or

o The cost of instituting legal action for the recovery of the outstanding debt would be higher
than the value of the outstanding debt; or

o The debtor in question cannot be traced and a tracing agency has rendered a non-traceable
report on the debtor in question; or

o The amount outstanding is the residue after payment of a dividend in the rand from an
insolvent estate; or a deceased estate is insolvent and has no liquid assets to cover the
outstanding amount; or

o Due to a lack of evidence, it is not possible to prove the debt outstanding; or

o The outstanding amount is due to an irreconcilable administrative error by the

municipality.

Any cases that fall outside the above-mentioned criteria should be submitted to the Chief

Financial Officer for further consideration for approval.

7.7.12 Updating of Indigent Register

An indigent policy should be adopted to promote social and economic development and to

provide services to the poorest of the poor (indigent households). The aim is to set clear
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guidelines on how the council will assist indigent households, and the roles of the different
departments. This policy furthermore sets broad principles for the adoption of a by-law for the

implementation and enforcement of a tariff policy:

o To determine which households qualify as indigent households according to specified
criteria;

o To set clear guidelines on the level of services that will be supplied to indigent households;

o To determine the role of the department of the Chief Financial Officer and the department
of the Strategy and Development Manager respectively; and

o To set guidelines for the cross-subsidisation and funding of indigent households.

7.8 LIMITATIONS OF THE STUDY

This study provided a number of useful insights into the impact of debt on municipalities in
terms of sustaining service delivery. However, despite every effort to ensure that the study is
without flaw, there are several constraints to be highlighted so they can be addressed in future.
Firstly, the findings of the study are restricted to respondents based in one particular
geographical location, namely the Free State Province. Therefore, caution should be exercised
regarding the generalisation of the findings to other provinces in the country and beyond (Babbie
& Mouton, 2007:169). Secondly, the use of a random selected sampling technique may have
increased the weakness of the study. Lastly, it was not possible for the researcher to control how
the respondents completed the questionnaire, and moreover the respondents had to remain

anonymous to ensure their protection from harm or coercion.

7.9 IMPLICATIONS FOR FURTHER RESEARCH

This study is not without implications for further research. Firstly, the findings of the study may
be refined by conducting studies along similar categories of municipalities. The scope of the

study could be expanded to include other municipalities within other provinces in South Africa.

For this particular study, data was collected from the top managers at the relevant municipalities.
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This study was conducted by using qualitative data from the questionnaire; it would be
interesting to conduct a similar study using a triangulation method, integrating both quantitative
and qualitative methods. In the questionnaire, this approach could ensure a trade-off between the
strengths and the shortcomings of the two methods, thereby boosting the validity of the results
(Bogdan & Knopp Biklen, 2006:11).

Further studies could be conducted to establish the impact of the Integrated Debt Management
Model on debt management of municipalities in the Free State Province. Studies can also be
conducted to establish the efficiency of the budget and treasury offices at municipalities and the
structure of the organograms for different categories of municipalities in order to establish

human capital gaps and the impact thereof on municipal services.

7.10 SUMMARY

The aim of the study was to develop an integrated debt management model to assist
municipalities in the Free State Province to improve their debt management — nationally raised
revenues, less debt repayment liabilities, as divided amongst the three spheres of government
based on their expenditure responsibilities and the other revenue sources available to them. Thus,
provincial governments, which have far fewer revenue sources than local governments, receive a
commensurately larger portion of their resources from national transfers. In practice, the vertical
division of revenue is an outcome of government’s deliberations on policy and associated
expenditure priorities. This reflects government’s balanced approach to meeting policy priorities
in the medium term, considering the responsibilities, expenditure pressures, capacity and
performance of each sphere of government.

Municipalities are the custodians of public funds, whether raised from their own revenues or
received through intergovernmental grants. They are tasked with using these resources to
respond to the needs of their communities for infrastructure, local services such as water,
electricity and refuse removal, and the enabling and guiding of the spatial development of their
localities. Although municipalities are entitled to a share of the national fiscus, this share is

mostly used to sustain municipal administrations, rather than to fund service delivery projects.
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The main sources of revenue for municipalities are user charges and funds generated by the sale
of water and electricity. In most cases, the local authority enters into a contract to supply goods

and services and then bills the beneficiary based on the conditions of the contract.

This does not mean that municipalities are always delivering effectively and that consumers are
always at fault in terms of non-payment. The provision of basic services such as electricity,
water and sanitation, refuse and waste removal, is a critical service requirement of people living
in areas serviced by the municipalities. A key feature of a developmental state is to ensure that
all citizens, especially the poor and other vulnerable groups, have access to basic services. The
Constitution (RSA, 1996) places the responsibility on government to ensure that such services
are progressively expanded to all. Municipalities will only be in a position to provide these
services if they have sufficient revenue.

If the ability to pay is more important than the willingness to pay, then no amount of moralising
or threatening would alleviate the payment crisis within municipalities. One cannot squeeze
blood from a stone! If people cannot afford to pay, it is simply impossible for them to do so, and
not because there is necessarily a culture of non-payment, as other researchers have argued. It
appears that the central problem of non-payment stems from deepening poverty amongst non-
payers, making it primarily a problem of an inability to pay rather than a problem of a culture of

non-payment.

In the light of this study, it is crucial for essential services to be made more affordable to poor
households if the promise of services access for all is to be met. Also, there is a need for major
debt relief for service arrears due the unconstitutional practices of household evictions, water and
electricity cutoffs which are simply not sustainable either socially, morally or economically.

If the problem of non-payment persists, the government will be faced with a situation in which
all major public utilities are likely to incur large and possibly unsustainable losses due to non-
payment. This could lead government to support these utilities by subsidizing and accepting
lower returns. People should bear in mind that if the current trend of non-payment for services

continues in the future, a collapse in service delivery will become inevitable.
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APPENDICES
Annexure A
Enquiries: Reggie Chetty
Tel: 083-3891651
E-mail: Chetty.Regie@treasury.fs.gov.za
4 March 2013

To: The Municipal Manager and Chief Financial Officer

Dear Sir/Madam

RESEARCH PROJECT FOR THE DEGREE DTECH IN PUBLIC MANAGEMENT

I am currently a registered student (Student No.: 212501240) at the Central University of Technology,
Free State (CUT) for the DTech Degree in Public Management. In view of completing my studies, | plan
to submit a thesis titled: “Development of a debt management model for municipalities in the Free State

Province”.

As part of my research, I am required to interview selected municipalities by means of a questionnaire. |
therefore kindly request your participation and contribution, as the Municipal Manager and the Chief
Financial Officer, by completing the attached questionnaire, which should take no longer than 15 minutes
of your time. This research study will not be possible without your participation — hence your
cooperation in this regard would be highly appreciated. All information collected during the course of this

study will be utilised solely for research purposes.

I further commit myself to the following:

e Your contribution will be treated with the utmost confidentiality;

e Your participation in the survey is on a completely voluntary basis;

e No harm will result from any contribution made;

e Your municipality is welcome to request an electronic copy of the final thesis upon completion; and

e The information gathered from your responses to the questionnaire shall be held in safekeeping.
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Should you have any queries concerning this study, please do not hesitate to contact me at the number
provided below. I look forward to your response, and please allow me to express my sincerest gratitude in

anticipation of your cooperation.

Yours faithfully

o

Reggy Chetty
(Work): 051-4054192  (Cell): 083 3891651
Chetty.Regie@treasury.fs.gov.za
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Annexure B

Municipal

Questionnaire
Municipal Manager and Chief

Financial Officer

M.Chetty
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Purpose

The purpose of the questionnaire is to examine the effectiveness of municipal debt

management at your municipality and its implications for the cash flow position.

Your responses must be accurate and related to the current situation at your
municipality, so as to enable the researcher to diagnose the gaps/problems in the

selected sample and thus provide suitable solutions.

Instructions to Selected Municipalities/Municipal Officials

Step 1: Use a black pen and mark your response clearly with an X in the columns

using the rating scale provided.

Step 2: Use the likert rating scale below to rate each item in the column provided, in

terms of the current position at your municipality.

Rating Scale

1=Strongly Agree 2=Agree 3=Don’t Know 4=Disagree 5=Strongly Disagree

e e
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1. BIOGRAPHICAL INFORMATION

OPTIONAL: NAME AND ID NO.:

Surname: [

] Initials [

[ ]

ID No.: [

)

1.1 Population Group

] [ 3 ] Coloured ] [ 4 I White

[ 1 I African ] [ 2 1 Asian
1.2 Gender

[ 1 I Male ] [ 2 1 Female ]
1.3 Disabled

[ 1 I Male ] [ 2 I Female

1.4 Language most commonly used

[ 1 1 Afrikaans ] [ 2 I English

Sesotho ] [ 4 I Setswana ]

[ 5 I IsiXhosa ] [ 6 I IsiZulu

Other ]

1.5 Age Group
] [ 2 I 30-39

NE ) (05

40-49

[ 1 I 18-29
] [ 6 I 70 -79

[ 5 I 60 - 69

E

Older ]

1.6 Highest level of education completed (indicate only one of the following)

1.6.1 Basic Education

1.6.2 Higher Education

(University /University of Technology/College)

1.6.3

Postgraduate Qualification

1 | Primary

2 | Secondary

3 | Degree

4 | Diploma

5 | Certificate

6 | Honours or equivalent

7 | Masters/MBA

8 | Doctorate
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BIOGRAPHICAL INFORMATION

2.1 Municipal council at which you are currently employed.

Mangaung Metropolitan Municipality

Xhariep District Municipality

Lejweleputswa District Municipality

Thabo Mofutsanyana District Municipality

Fezile Dabi District Municipality

Letsemeng Local Municipality

Kopanong Local Municipality

Mohokare Local Municipality

Naledi Local Municipality

10 Masilonyana Local Municipality

11 Tokologo Local Municipality

12 Tswelopele Local Municipality

13 Matjhabeng Local Municipality

14 Nala Local Municipality

15 Setsoto Local Municipality

16 Dihlabeng Local Municipality

17 Nketoana Local Municipality

18 Maluti a Phofung Local Municipality

19 Phumelela Local Municipality

20 Mantsopa Local Municipality

21 Moghaka Local Municipality

22 Ngwathe Local Municipality

23 Metsimaholo Local Municipality

24 Mafube Local Municipality
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3. DEBT MANAGEMENT

a) Debt Management 1=Strongly Agree 2=Agree 3=Don't Know 4=Disagree
5=Strongly Disagree

3.1 Your municipality has experienced debt

problems in the last 3 years. [1] [2] [3] [4] [5]
3.2 Debt problems have impacted on cash flow at

your municipality. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5]
3.3 Debt problems are eroding the cash-back

reserves at your municipality. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]
3.4 At your municipality, growing debt problems

have impacted on the cash coverage ratio of [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]

2.5 months.

3.5 Debt problems have had an impact on ongoing
concern issues at your municipality.

3.6 Growing debt problems have been posing a
challenge at your municipality.

to fund the operational deficit.

3.8  Your municipality has had difficulty in paying its
creditors within the last 3 months.

REIREIREIRE)
REIREIREIRE
3.7 Your municipality is utilising conditional grants [1] [2] [3] [4] [5]
REIREIREIRTS

b)  Service Delivery

3.9 Debt problems have impacted on service
delivery at your municipality. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]

3.10 Debt problems have impacted on the
achievement of service delivery priority areas, [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]
i.e. electricity and water.

3.11 Growing debt problems have impacted on the
achievement of service delivery budget [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]
implementation targets.

3.12 Community protests have increased because of
service delivery backlogs in your municipality. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]

3.13 Debt problems are caused by a growing
indigent base at your municipality. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ 5 ]
3.14 Unemployment in the municipal jurisdiction
contributes to the debt position at your [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ o ]
municipality.
3.15 The culture of non-payment contributes to the
increase in the debtor’s book. [ 1 ] [ 2 ] [ 3 ] [ 4 ] [ ° ]
3.16 There are high poverty levels in your municipal
jurisdiction. [1] [2] [3] [4] [5]
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3.17

3.18

3.19

3.20

3.21

3.22

d)

3.23

3.24

3.25

3.26

3.27

3.28

3.29

3.30

Central University of
Technology, Free State

Financial Systems and Controls

The municipality has an adequate software
solution for its revenue and debt management
controls.

The municipality has changed its financial
system within the last year.

The municipality has adequate capacity to
manage its IT system,

The municipality has effective indigent
monitoring and control systems.

The municipality is able to effectively profile
the customers in order to differentiate between
those that can pay and those that cannot pay
for services.

The municipality has an in-house internal audit
unit.

Municipal Policies

The municipality has implemented credit control
and debt management policies.

The charges for rates and tariffs have been
affordable by customers over the last 3 years.

The municipality has the capacity to implement
credit and debt control policies effectively.
The municipality has implemented credit control
and debt management policies.

The municipal council has adopted a tariff
policy on the levying of fees for municipal
services in compliance with Section 74 of the
MSA,

The municipality has promulgated credit control
and debt bylaws in compliance with Sections 75
and 96 of the MSA.

The municipality has implemented an effective
Indigent policy.

The municipality complies with Section 24(2)c of
the MFMA in relation to budget policies.
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1=Strongly Agree 2=Agree 3=Don’t Know 4=Disagree
5=Strongly Disagree
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MEETING PROCEDURES AND REPORT WRITING

4.1 How competent are you in chairing meetings effectively?

‘ 1 {Very Competent ] ‘ 2 ’ Competent ] ‘ 3] Not competent enough ]

4.2 Do you require training in meeting procedures?
‘ 1 [Yes ] ‘ 2 ’ No ]

4.3 How competent are you in writing a report?

‘ 1 ’ Very Competent ] ‘ 2 {Competent ] ‘ 3] Find it problematic ]

4.4 Do you require training in report writing?

Cle ) (e

5. FINANCIAL MANAGEMENT AND BUDGETING

5.1 How familiar are you with the Municipal Finance Management Act, 56 of 2003 (MFMA) and its
requirements?

‘ 1 {Veryfamiliar ]‘ 2 { Familiar ] ‘ 3 { Not so ] 4 | Not familiar at all ]

5.2 How important do you regard your role in the implementation of the MFMA?

1| Very 2 | Important 3 | Notso 4 | It's notmy
important important responsibility

5.3 What are the revenue sources of your municipality?

~ ™
1 | Property 2 | Service 3 | Fines 4 | Equitable share

Rates Charges / from National

i t
Tariffs 9 Governmen )
e N

5 | All of the said

sources
N J
5.4 In your opinion, to whom does the money received by the municipality as revenue belong?

‘ 1 [ Government ] ‘ 2 [ Treasury ] ‘ 3 { Municipality ] ‘ 4 { The People ]
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How effectively can you analyse and interpret the financial statements of your municipality?

1| Very 2 | Effectively 3 | Notso 4 | Itis notmy
effectively effectively function

5.5 How well can you monitor the implementation of the budget through financial reports and thereby
evaluate the financial performance of the municipality?

1 | Very Good 2 | Good 3 | Not so good 4 | Itis not my
function

5.6 What was the most positive audit opinion that your municipality received recently from the Auditor
General South Africa (AGSA)?

‘ 1 ’, Qualified ]‘ 2 { Unqualified ] ‘ 3 [ Disclaimer ] ‘ 4 [ I’'m not sure ]

5.7 What is the best opinion the AGSA could express?

‘ 1 ’ Unqualified H 2 [Qualified ] ‘ 3 [ Disclaimer ’ ‘ 4 [ I’'m not sure ]

5.8 How important do you regard the role of the AGSA in municipal financial management?

v~ v~
1 Very 2 Important 3 Not 4 They do not have

Important important a role to play
A

5.9 Do you require training in financial management and budgeting?

1| Yes ‘2|No

5.10 How familiar are you with the Preferential Procurement Policy Framework Act, 5 of 2000, its
regulations and its requirements?

1 | Very familiar 2 | Familiar 3 | Notso 4 | Not familiar at all
familiar
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COMMENTS

Which one of the following options would best summarise your opinion of the survey?

-

The survey serves a good purpose

~

The questionnaire addresses relevant issues

The questionnaire is too long

The survey is unnecessary

The survey is long overdue

[o TN O T B = RN S B S I )

The questionnaire addresses irrelevant issues
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Item Description Acronymns| grongly Don't Strongly
Agree| %|Agree| %| Know| 9%| Disagree| %| disagree|%
3. Debt Management
a) Debt Management
3.1 The municipality experienced debt problems in the last 3 years DP 1470 1 5 0] 0 3|15 2(10
3.2 The debt problem impacted on cash flow at your municipality CFP 12(60 5|25 0] 0 15 2|10
3.3 The debt problem is eroding the cash back reserves at your municipality. CR 11155 5|25 0] 0 1 5 3|15
3.4 At your municipality, the growing debt problem impacted on the cash coverage ratio of 2.5 months. CCR 14|70 3|15 0] 0 2|10 1 5
3.5 The debt problems impacted on going concern issues at your municipality. GC 9|45 3|15 2|10 5|25 1 5
3.6 Growing debt problems posed challenges to your municipality. DPC 10150 8|40 1 5 0l 0 1 5
3.7 The municipality is utilizing conditional grants to fund the operational deficit. CG 4120 5|25 0| 0 5|25 6|30
3.8 The municipality had difficulty in paying its creditors within the last 3 months. PC 3|15 7|35 1 5 7|35 2|10
b) Service Delivery
3.9 The debt problems impacted on service delivery at your municipality. DPS 5|25 12|60 0] 0 3|15 0] 0
3.10 The debt problem impacted on achieving service delivery priority areas i.e electricity and water. DPIS 4/20 10150 0] 0 1 5 5|25
3.11 The growing debt problem impacted on achieving service delivery budget implementation targets. DPSDBIP 2(10 13|65 0] 0 5|25 0] 0
3.12 Community protests increased because of service delivery backlogs in your municipality. CP 1 5 4(20 1 5 1050 4(20
3.13 The debt problem is caused by growing indigent base at your municipality. DPIBG 2(10 12|60 2|10 2(10 2|10
3.14 The unemployment in the municipal jurisdiction contribute to the debt position at the municipality. UIDP 8|40 7|35 2|10 2(10 1 5
3.15 The culture of non payment contribute to the increase in the debtors book. CNPDB 9145 11155 0] 0 0l 0 0] 0
3.16 There is high poverty levels in the municipal jurisdiction. HP 11155 5|25 1 5 3|15 0] 0
c) Financial Systems & Contfrols
3.17 The municipality have an adequate software solution for its revenue and debt management controls. SS 8|40 630 5|25 1 5 0] 0
3.18 The municipality changed its financial system within the last year. CFS 0] 0 1 5 3|15 0l 0 16| 80
3.19 The municipality have adequate capacity to manage its IT system ACIT 2|10 4120 0] 0 10|50 4120
3.20 The municipality have effective indigent monitoring and control systems. EIDM 2(10 9|45 0] 0 9|45 0] 0
3.21 The municipality is able to effectively profile the customers in order to differentiate between those that can pay and those |ECP 3|15 8|40 1 5 5|25 3|15
3.22 The municipality have an in house internal audit unit. IA 9|45 7135 0] 0 4(20 0] 0
d) Municipal Policies
3.23 The municipality implemented credit control and debt management policies. CCDM 5|25 14|70 0] 0 1 5 0] 0
3.24 The charges for rates and tariffs are affordable by customers in the last 3 years. ART 4(20 14|70 1 5 1 5 0] 0
3.25 The municipality have capacity to implement credit and debt control policies effectively. CCCDM 2(10 6] 30 0] 0 12|60 0] 0
3.26 The municipality implemented credito control and debt management policies ICCDM 4(20 8|40 0] 0 8(40 0] 0
3.27 The municipal council adopted a tariff policy on levying of fees for municipal services in compliance with Section 74 of the |CAP 8|40 12|60 0] 0 0] 0 0] 0
3.28 The municipality promulgated credit control and debt bylaw in compliance with sections 75 and 96 of MSA. PB 5|25 5|25 2|10 4(20 4(20
3.29 The municipality implemented an effective Indigent Policy. EIP 7|35 11|55 0] 0 2|10 0] 0
3.30 The municipality complied with Sections 24(2)c of the MFMA in relation o budget policies. CM 9145 9145 0] 0 2|10 0] 0
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