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MUNICIPALITY NCO061 Port Nolloth TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC061 is situated in DC6, and includes in its area of
jurisdiction, the transitional local councils of Port Nolloth and Richtersveld. The town of
Port Nolloth is situated on the West Coast of South Africa, some 90 kilometres from the
Namibian border. The primary economic activity in the NCO61 service area is sheep
farming.

Population

The population of NC061 is the third-lowest among the Category B municipalities in
DC6. 1In 1996 it comprised 11 764 people (10,9% of the total population of the district
municipality), or 2 785 households. The number of registered voters in the NCO061
service area is given as 5 468 (46,5% of the total population of NC061).

Population to Municipal Employees/Managers Ratios

Northern Cape has the largest surface area of all provinces in South Africa. It also has
the smallest population of all the provinces and, hence, the population density in
Northern Cape is low. According to the information provided by the local authorities, the
number of municipal employees in the area of jurisdiction of NC061 totals 94. In
addition, there are four senior municipal managers and five “other" municipal managers
in the existing structures. The population number per municipal employee of 125 is the
lowest among the Category B municipalities in DC6, while the population number per
municipal manager is the third lowest among the Category B municipalities in DC6.
These ratios indicate that NC061 is well catered for in terms of both municipal staff and
municipal managerial capacity.

Institutional and Technical Capacity

NCO061 has in its area of jurisdiction two municipal managers (town clerks) with an
average of only one year’s experience between them. Both the incumbents are from a
previously disadvantaged community — one of the incumbents is over 55 years of age.
There are no incumbents in the post of Chief Technical Officer in the service area of
NCO061.

There are two transitional local councils in the service area of NCO61 — both these
councils have indicated that the office equipment, office furniture and office
accommodation available to them are adequate for their operational requirements. As a
consequence, NCO061 is adequately catered for in terms of administrative infrastructure.



Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
indicates, however, that nothing precludes a local authority from carrying out these
functions and powers in its area of jurisdiction. As far as NC061 is concerned, quite a
number of District Council powers and functions are undertaken in the local-authority
service areas — these include bulk sewerage, bulk supply of water, integrated
development planning, and solid-waste disposal. The primary responsibility, however,
remains that of the district municipality, as specified by the Act. DC6, the district
municipality in whose service area NCO061 is situated, will assume the service area (with
some amendments) of the Namaqualand Transitional District Council, together with the
human resources structure and staff complement of that entity. In the case of NC061,
therefore, the powers and functions specified in the Municipal Structures Act will be
carried out, both by the local authorities and the district municipality DC6.

One of the two transitional local councils in the area of jurisdiction of NC061 supplies
electricity to communities in its area of jurisdiction. The local authority concerned
reported that the electricity-supply network is adequate. Both local authorities have
provided consumers in their service area with water-borne sanitation; in each case the
infrastructure is regarded as being adequate for service provision. Only one of the
transitional local councils operates a water distribution network, the infrastructure for
which is reported to be inadequate. There are, therefore, infrastructure requirements in
respect of the basic services of water and electricity in NC061 that need to be addressed.
The local authorities in NCO61 currently perform other functions, including 21 Schedule
5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has very limited capacity to perform the financial function. Only one
of the four municipalities in the proposed amalgamation has sufficient capacity to
perform the financial functions (prepare budgets, perform monthly reconciliation, etc.).
Due to this lack of capacity it is doubtful whether the new municipality will be able to

perform the town-treasury function efficiently and effectively.

Assessment of Revenue Ratios

Total Rates and

Income Per |General Income |Rates Income [Trading Services [Economic Services

Capita Per Capita Per Capita (Income Per Capita [Income Per Capita
R530 R151 R86 R296 R83




The revenue base, consisting of a population of 11 764, is stable, with income from
trading services being the major revenue-generating source. Income from rates is also a
reasonable revenue-generating source, with income from economic services also making
a fair contribution to the income base.

Total income per capita is low, because of the rural nature of the municipality. The
revenue derived from electricity and water is acceptable, considering the size of the
municipality and the population. The inclusion of the rural areas has a major adverse
effect on the income per capita. Income from rates is also very low, due to the fact that
most of the land is rural and is currently not rateable.

Income Mix As Percentage Of Total
Income
Rates and general income 28,5
Electricity income 35,5
Water income 20,3
Other income 7,4
Grant income 8,3
Total 100,0

Assessment of Efficiency

Total Expenditure | salaries as | Repairs as Bulk Water |Bulk Electricity
as Percentage of | percentage | Percentage of | Purchases as | Purchases as

Total Income of Total Total Percentage of | Percentage of
(Excl.Grants) | Expenditure | Expenditure Sales Sales
119,5% 49,8% 6,4% 31,6% 45,1%

The municipality is making good profits on the supply of water and electricity services to
consumers. The municipality is utilising grant income to subsidise operating expenditure.
Salary costs are high and need to be monitored.

Assessment of Liquidity

Current Total Debt To  [Total Debt Per
Ratio Current RevenuelCapita
1,32:1 4,0% R19

The municipality appears to have strong current ratios. Cash resources may be under
pressure as regards the cowvering of monthly expenses. The municipality has to
implement better credit control procedures in order to improve its collection of accounts
receivable.



CONCLUSION

Based on the level of budgeted income and the limited institutional capacity of the
municipality, NCO061 is regarded as a Classification 6 Category B municipality.



MUNICIPALITY NCO062 Komaggas TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC062 is situated in DC6 and has in its area of jurisdiction
the transitional local councils of Concordia, Komaggas, O’Kiep, Springbok and
Steinkopf.  The service area of NCO062 falls in Namaqualand, and is primarily an
agricultural area with cattle, sheep and goats being the focus of the farming community.
In this regard the towns in NC062 play a key role as commercial centres for the farming
communities that surround them.

Population

The population of NC062 is the largest among the Category B municipalities in DC6. In
1996 it comprised 44 836 people (41,5% of the total population of the district
municipality DC6), or 9 935 households. The number of registered voters in the area is
given as 22 197 (49,5% of the total population of NC062).

Population to Municipal Employees/Managers Ratios

Northern Cape has the largest surface area of all provinces in South Africa. However, it
also has the smallest population of the provinces, and therefore the population density is
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NC062 totals 218; in addition there are 11
senior municipal managers and six “other" municipal managers. The population number
per municipal employee of 206 is the third-highest among Category B municipalities in
DC6, while the population number per municipal manager of 2 637 is the second-highest
among the Category B municipalities in DC6.

Institutional and Technical Capacity

NCO062 has in its area of jurisdiction four municipal managers with an average 12 years’
experience between them. Two of the incumbents in the post of municipal manager are
registered with an appropriate professional institution. Of the five incumbents, two are
from previously disadvantaged communities and two are females. There are two
mcumbents i the post of chief technical officer, with an average nine years’ experience
between them. One of the incumbents is professionally registered; neither is female or
from a previously disadvantaged community.

There are five transitional local councils in the service area of NC062. Three of the local
councils reported that the office equipment available is adequate to undertake their
responsibilities; three local councils indicated that the office equipment available is



adequate; while only two local councils reported that the office accommodation available
is adequate. Nevertheless, despite the extent of NC062, it appears that there is adequate
infrastructure in place for the administrative operation of NC062 to be effective.

Functions

Section 84 (1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section
84(3) of the Act indicates, however, that nothing precludes a local authority from
carrying out these powers and functions in its service area. As far as NC062 is
concerned, a number of district powers and functions are currently being carried out,
including bulk sewerage, bulk supply of electricity, bulk supply of water, integrated
development planning, and the promotion of local tourism. The primary responsibility,
however, remains with the district municipality. DC6 will assume the service area (with
some amendments) of the Namaqualand Transitional District Council, together with that
entity’s manpower structure and staff complement.

Three of the five local authorities in WCO062 supply electricity to communities in their
service area - in each case the local authority concerned has reported that the electricity-
supply network is adequate. Three of the local authorities in NC062 provide consumers
in their service area with water-borne sanitation - all three local councils concerned have
indicated that the infrastructure to provide the service is adequate. In similar fashion,
three of the local authorities in NCO062 operate a water-distribution network, the
infrastructure  of which in each case is adequate. Where the basic service-delivery
infrastructure exists in the service area of NC062 it is adequate. The local authorities in
NC062 currently perform other functions, including 23 Schedule 5 functions and 14
functions

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has four finance directors who have an average four years’ experience
between them. There is one female and one previously disadvantaged person in a
finance-director position in this municipality. Of the finance directors in the municipality

two are registered. They have two managers as well as eight other staff members.

Assessment Of Revenue Ratios

Total Income|Rates And General |[Rates Income [Trading Services  [Economic Services
Per Capita |Income Per Capita |Per Capita Income Per Capita [Income Per Capita

R479 R202 R65 R221 R57




Income from trading services is the largest single contributor to income, followed by
rates and general services. Income from rates is low due to the rural nature of the
municipality. Income from economic services is low.

Income Mix As Percentage Of Total
Income
Rates and general income 42,1
Electricity income 34,8
Water income 113
Other income 54
Grant income 6,4
Total 100,0
Assessment of Efficiency
Total Expenditure | salaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |pe rcentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of [Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
107,7% 33,5% 4,9% 72,3% 61,0%

There is a clear indication that grants income is utilised to subsidise operating expenses.
The salaries and wages bill is within reasonable limits. The municipality is currently
earning low profit margins, which could be due to one of the following two factors or a
combination of both: a low tariff structure or/and excessive cost to deliver the service to
the consumer.

Assessment of Liquidity

Current Ratio CashTo IAccounts Receivable[Total Debt To Total Debt Per
urre Current Assets|To Total Revenue [Current Revenue [Capita
0,80:1 56,0% 29,0% 91,0% R437

The current ratio is reasonable, which gives an indication of the extent to which assets
that can be translated into cash in the short-term can cover claims from short-term

creditors. The municipality functions on overdraft; hence current assets consist mainly of
debtors.
CONCLUSION

Based on the level of budgeted income and the fair institutional capacity of the
municipality, NC062 regarded as a Classification 4 Category B municipality.



MUNICIPALITY NCO064 Garies TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC064 is situated in DC6, and has in its area of jurisdiction
the transitional local councils of Garies, Kamieskroon and Leliefontein. The primary
economic activity of the service area of NC064 is agriculture with the raising of sheep,
cattle and goats being the focus. In this regard the towns play a key role as commercial
centres for the farming communities that surround them.

Population

The population of NC064 is the second lowest among the Category B municipalities in
DC6. In 1996 it comprised 11 031 people (10,2% of the total population of DC6), or 2
597 households. The number of registered voters in the service area of NC064 is given
as 5 146 (46,7% of the total population of NC064).

Population to Municipal Employees/Manager Ratios

Northern Cape has the largest surface area of the provinces in South Africa. However, it
also has the smallest population of the provinces and, hence, the population density is
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NC064 totals 40. In addition, there are six
senior municipal managers in the existing structures.  The population number per
municipal employee of 276 is the second highest among the Category B municipalities in
DC6, while the population number per municipal manager of 1 839 is the third largest
among the Category B municipalities in DC6. Nevertheless, given the extent of NC064,
the municipal staffing and municipal managerial capacity appear to be adequate for the
operation of NC064.

Institutional and Technical Capacity

NCO064 has m its area of jurisdiction two municipal managers with an average five years’
experience between them. One of the incumbents in the post of municipal manager is
registered with an appropriate professional institution. There is also a Chief Technical
Officer in the service area of NC064 - the incumbent, who is from a previously
disadvantaged community, has three years' experience

There are three transitional local councils in the service area of NC064. Two of the local
authorities indicated that the office equipment available is adequate to undertake their
responsibilities; two of the local authorities reported that the office furniture is adequate;
while only one local council expressed satisfaction with the adequacy of the office



accommodation. Nevertheless, given the extent of NC064 and the size of the population
to be served, it appears that the infrastructure of the administrative operation of NC064
has been catered for.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 provides for the functions
to be performed and the powers to be exercised by a Category C municipality. In Section
84(3) the Act provides that this does not preclude a local authority from carrying out
these functions and powers in its service area. In this regard local authorities in NC064
currently carry out a number of the designated district municipal functions, including
bulk sewerage, bulk supply of electricity, bulk supply of water, integrated development
planning, promotion of local tourism, and solid-waste disposal. The primary
responsibility remains with the District Municipality. DC6 will assume the service area
(with some amendments) of the Namaqualand Transitional District Council, together
with its manpower structure and staff complement. In this regard there is some concern as
to whether DC6 has the capacity, in particular in respect of the technical area, to fulfil the
requirements of the Municipal Structures Act. This concern needs to be addressed.

Two of the three transitional local councils in the area of jurisdiction of NC064 supply
electricity to communities in their service area — in both cases the local authority reported
that the electricity-supply network is adequate. Only one of the local authorities in
NCO064 provides consumers in its service area with water-borne sanitation — the
infrastructure available for service delivery in this regard is adequate. Two of the local
authorities in NC064 operate water-distribution networks, the infrastructure for which in
each case is adequate to provide the service. Where basic services are provided in
NCO064 the service delivery infrastructure is adequate. Consideration needs to be given to
infrastructure requirements in the Category B municipality where basic services are not
provided. The local authorities in the service area of DC6 currently perform other
functions, including nine Schedule 4 and nine Schedule 5 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two Finance Directors who have five years' relevant experience
between them. There are no previously disadvantaged persons in a finance-director
position in this municipality. Neither of the incumbents is registered. There are six other
staff members.

All three transitional local councils in the amalgamated municipality are able to perform

the functions of a treasury department. The ability to perform this function effectively
and efficiently will be influenced by the great distances between the local authorities.
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Assessment of Revenue Ratios

[Total Income [Rates And General |Rates Income [Trading Services |Economic Services
Per Capita (Income Per Capita [Per Capita Income Per Capita [Income Per Capita
R552 R320 R61 R188 R44

It is clear from the above table that this municipality is very dependent on the income
from trading services.  The income from rates and economic services is very low - low
rates income is due to the rural nature of the municipality, and this impacts negatively on
the municipality. Income per capita is low, which impacts directly on the sustainability
of the municipality.

Income Mix As Percentage Of Total
Income
Rates and general income 58,0
Electricity income 26,6
Water income 75
Other income 13
Grant income 6,6
Total 100,0
Assessment of Efficiency
Total Expenditure | gajaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |perce ntage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of | Percentage of
(Excluding Grants) | Expenditure | Expenditure Sales Sales
115,2% 38,6% 6,6% 1,9% 33,9%

The salaries and wages bill is reasonable, and the municipality is earning good profits
from the sale of water and electricity. Good margins were earned on electricity and water
services. The low cost on water services may be because this municipality is making use
of its own resources. The low expenditure on repairs may lead to a deterioration in the
infrastructure to provide services, with a consequent increase in future expenditure (both
capital and operating) to restore service-delivery capacity.

Assessment of Liquidity

Total Debt Per
Capita

R857

Cash To IAccounts Receivable[Total Debt To
Current Assets|To Total Revenue |Current Revenue

80,0% 26,0% 155,0%

Current Ratio

0,88:1

The current ratio is reasonable, which gives an indication of the extent to which assets
that can be translated into cash in the short-term can cover claims from short-term
creditors.

11



CONCLUSION

Based on the level of budgeted income and the limited institutional capacity in the
municipality, NCO064 is regarded as a Classification 6 Category B municipality.

12



MUNICIPALITY NCO065 Calvinia TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO065 is situated in DC6, and has in its area of jurisdiction
the transitional local councils of Brandvlei, Calvinia, Loeriesfontein and Nieuwoudtville.
This area, having been part of the service area of the Hantam Transitional District
Council, has been included in the area of jurisdiction of DC6 (primarily the service area
of the Namaqualand Transitional District Council). As is the case with much of the DC6
service area, agriculture is the primary activity in NCO065, including sheep farming and
the cultivation of wheat, lucerne and oats. One of the features of the area is the array of
wild flowers in August and September each year, which has become an international
tourist attraction.

Population

The population of NCO065 is the second largest of the Category B municipalities in DC6.
In 1996 it comprised 19 086 people (17,7% of the total population in DC6), or 5 073
households. The number of registered voters in the area is given as 9 073 (47,5% of the
total population of NC065).

Population to Municipal Employees/Managers Ratios

Northern Cape is the province with the largest surface area in South Africa. However, it
is also the province with the smallest population and, hence, the population density is low
throughout the province.  According to the information provided by the local authorities,
the number of municipal employees in the service area of NC065 totals 130; in addition,
there are 13 senior municipal managers and four “other" municipal managers in the
existing municipal structures. The population number per municipal employee of 147 is
the third lowest among Category B municipalities in DC6, while the population number
per municipal manager of 1 123 is the second lowest among Category B municipalities in
DC6. These ratios indicate that NC065 is well endowed in terms of both municipal staff
and municipal managerial capacity.

Institutional and Technical Capacity

NCO065 has in its area of jurisdiction three municipal managers with an average 14,3
years’ experience between them. One of the incumbents i the post of municipal
manager is registered with an appropriate professional institution — one of the incumbents
is female. Similarly, there are three incumbents to the post of Chief Technical Officer
with an average of 16,3 years’ experience between them. One of the incumbents has a
previously disadvantaged background; one of the incumbents is over the age of 55.

13



There are four transitional local councils in the service area of NC065. Three of the local
authorities indicated that the office furniture available is adequate to undertake their
responsibilities; three of the councils reported that the office accommodation available is
adequate; while all the local authorities expressed satisfaction with the adequacy of their
office equipment. There is, therefore, adequate infrastructure in place for the
administrative operation of NC065.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section
84(3) of the Act indicates that nothing precludes a local authority from carrying out these
powers and functions in its area of jurisdiction. In the case of NCO065 the district
municipal functions currently carried out by the local authorities are limited to integrated
development planning, municipal health, and the promotion of local tourism.  The
primary responsibility for the rendering of the functions vests in the district municipality.
DC6 will assume, with some amendments, the service area of the Namaqualand
Transitional District Council, together with its human resources structure and staff
complement

Three of the four transitional local councils in the area of jurisdiction of NCO065 supply
communities in their service areas with electricity; two of the local authorities concerned
have reported that the electricity-supply network in their operation is adequate. Again,
three of the four transitional local councils in NC065 provide consumers in their service
area with water-borne sanitation, the infrastructure for which in each case is reported as
being adequate for service provision. Only three of the local authorities in NC065
operate water-distribution networks — the infrastructure in each case is reported as being
adequate. To a substantial extent the infrastructure requirements for basic service
delivery have been addressed where the service is provided. The local authorities in the
service area of NCO065 currently perform other functions, including 23 Schedule 5
functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

This municipality has two finance directors with 14,5 years' combined experience. There
are no previously disadvantaged persons in a finance-director position in this
municipality. One of the finance directors in the municipality is registered. NCO065 has
nine other staff members. Three of the transitional local councils in NC065 have
sufficient capacity to perform the treasury function effectively. As a result of this lack of
capacity there may be a need for further training.

14



Assessment of Revenue Ratios

Total Income
Per Capita

Rates And General
Income Per Capita

Rates Income
Per Capita

Trading Services
Income Per Capita

Economic Services
Income Per Capita

R777

R371

R109

R301

R104

This municipality is earning good income from economic services, which makes a

positive contribution to the sustainability of the municipality.
still the single biggest contributor to income.

can be attributed to the rural nature of the municipality.

Income from electricity is
Income from rates is very low - this, again,

Income Mix As Percentage Of Total
Income

Rates and general income 478

Electricity income 27,7

Water income 10,8

Other income 95

Grant income 42

Total 100,0
Assessment of Efficiency
Total Expenditure |salariesas  [Repairs as Bulk Water Bulk Electricity
as Percentage of  |percentage of[Percentage of  [Purchases as Purchases as
Total Income Total Total Percentage of  |Percentage of Sales
(Excluding Grants) |Expenditure [Expenditure Sales

99,3% 45,1% 7,4% 0,0% 39,5%

The municipality is making use of its own water resources.

It is making good profits on

trading services, which is very much beneficial to its future sustainability. The salaries

and wages bill is excessive.
its operating expenditure.

Assessment of Liquidity

The municipality is not dependent on grant income to cover

Current Ratio Cash To |Accounts Receivable| Total Debt To Total Debt Per
Current Assets| To Total Revenue | Current Revenue Capita
1,39:1 30,0% 71,0% 73,0% R567

It is clear that, if investments are excluded, this municipality does not have sufficient cash

to meet its current obligations.

capital are tied

up in debtors.

This is due to the fact that large amounts of working
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CONCLUSION

Based on the level of budgeted income and the limited institutional capacity in the
municipality, NCO065 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY NCO066 Sutherland TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC066 is situated in DC6, and has in its area of jurisdiction
the transitional local councils of Fraserburg, Sutherland and Williston. This area, having
been part of the Hantam Transitional District Council, has been included in the area of
jurisdiction of DC6 (primarily the service area of the Namaqualand Transitional District
Council). As is the case with much of the DC6 service area, agriculture is the primary
activity in NC066, the main economic activities being sheep-farming and the wool
industry. Other crops produced include wheat, lucerne and vegetables on a limited scale.

Population

The population of NC066 is the third largest among the Category B municipalities in
DC6. In 1996 it comprised 11 855 people (11% of the total population in DC6), or 3 191
households. The number of registered voters in the area is given as 5 371 (45,3% of the
total population of NC066).

Population to Municipal Employees/Managers Ratios

Northern Cape is the province with the largest surface area in South Africa. However, it
is also the province with the smallest population and, hence, the population density is low
throughout the province. According to the information provided by the local authorities,
the number of municipal employees in the service area of NC066 totals 88. In addition,
there are ten senior municipal managers and two “other" municipal managers. The
population number per municipal employee of 135 is the second lowest among the
Category B municipalities in DC6, while the population number per municipal manager
of 988 is the lowest among the Category B municipalities in DC6. The service area of
NCO066 is relatively large in comparison to the population resident in the area (i.e., the
farms are large), while the three transitional local councils that service this agricultural
region are well staffed.

Institutional and Technical Capacity

NC066 has in its area of jurisdiction three municipal managers with an average five
years’ experience between them. One of the incumbents to the municipal-manager post
is registered with an appropriate professional institution. One of the incumbents is
female, while one of the other two incumbents is over the age of 55. There is only one
incumbent in the post of Chief Technical Officer, who has 20 years' experience and is
over the age of 55. This incumbent is neither a female, nor from a previously
disadvantaged community. While there is a degree of depth to the managerial capacity in
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NCO066, there is a concern about succession planning in the technical area of the
management structure.

All three transitional local councils in the service area of NC066 reported that the office
equipment, office furniture and office accommodation available is adequate to undertake
their responsibilities.  Consequently, the infrastructure for the administrative operation of
NCO066 is well established.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
of the Act, however, indicates that nothing precludes a local authority from carrying out
these powers and functions in its service area. In the case of NC066, this is limited to
the functions of integrated development planning and the receipt, allocation and
distribution of grants. The primary responsibility for the rendering of the powers and
functions vests in the district municipality (as provided for in the Act). DCG6 will assume,
with some amendments (in particular the inclusion of a substantial part of the Hantam
Transitional District Council), the service area of the Namaqualand Transitional District
Council, together with its human resources structure and staff complement. In this regard
there is some concern regarding the capacity in both the Namaqualand and Hantam
TDCs, in particular in the technical area, to comply with the requirements as set out in the
Municipal Structures Act. This issue will need to be addressed as a matter of some
urgency.

All three transitional local councils in the area of jurisdiction of NCO066 provide
consumers in their service area with a water-distribution network and water-borne
sanitation. One of the local authorities reported that the infrastructure to provide water-
borne sanitation to its consumers is not adequate. Only two of the local authorities
supply electricity to communities in their service area; both indicated that the electricity-
supply network is adequate. There is, therefore, still a need to address the upgrading of
the sanitation infrastructure in one of the local authorities, otherwise the basic service-
delivery infrastructure requirements of NC066 have been addressed.  The local
authorities in NC066 currently perform other functions, including 15 Schedule 5
functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has three finance directors with 10 years' combined experience. None
of the finance directors are registered. They have seven other staff members, including

one female staff member, but no previously disadvantaged individuals. Only two of the
transitional local councils in NC066 have the capacity to perform all the functions
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required of a treasury department. It would seem, therefore, that some form of formal
training should be introduced to improve staff skills.

Assessment of Revenue Ratios

Total Income|Rates And General|Rates Income| Trading Services [Economic Services
Per Capita |Income Per Capita| Per Capita |Income Per Capita | Income Per Capita
R494 R203 R86 R219 R71

Income earned from trading services is the most important income of this municipality,
because it is this income that sustains the municipality. The rates income per capita is low
as this municipality includes a number of rural settlements, and this has a bearing on the
income base of the municipality. It is clear that this municipality is only marginally
dependent on grants.

Income Mix As Percentage Of Total
Income

Rates and general income 41,2

Electricity income 324

Water income 12,0

Other income 133

Grant income 11

Total 100,0
Assessment of Efficiency
Total Expenditure |salariesas  |Repairs as Bulk Water Bulk Electricity
as Percentage of Percentage of|Percentage of  |Purchases as Purchases as
Total Income Total Total Percentage of  [Percentage of Sales
(Excluding Grants) |Expenditure |Expenditure Sales

101,0% 43.2% 74% 4,1% 49,3%

The salaries and wages bill is almost 50% of total expenses, which will impact on the
standard and the level of efficiency of service delivery. Excellent profits are made on
water services, due to the fact that the municipality is making use of its own water

resources.

Assessment of Liquidity

Current Ratio

Cash To
Current Assets,

Accounts Receivable
To Total Revenue

Total Debt To

Current Revenue

Total Debt Per
Capita

1,60:1

26,0%

61,0%

56,0%

R276
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The current ratio gives an indication of the municipality's ability to pay all its current
obligations on time. Although this ratio is favourable, the cash to current assets ratio is a
clearer indication of the ability to meet its obligations. A large portion of the working
capital is currently tied up in debtors, which is not a healthy situation and which can also
be an indication of a poor credit-control policy or/and inefficiency in management.

CONCLUSION

Based on the level of budgeted income and the limited institutional capacity in the
municipality, NCO66 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO067 Pofadder TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC067 is situated in DC6, and has in its area of jurisdiction
the transitional local councils of Pella and Pofadder. The northern boundary of the
service area of NCO067 is the international border between South Africa and Namibia.
The region is primarily agricultural in nature, and characterised by widespread poverty.
The main farming activities in this Namaqualand area are the raising of sheep and goats.

Population

The population of NC067 is the smallest among the Category B municipalities in DC6.
In 1996 it comprised 9 355 people (8,7% of the total population in DC6), or 2 223
households. The number of registered voters in the area is given as 4 454 (47,6% of the
total population of NC067).

Population to Municipal Employees/Managers Ratios

Northern Cape covers the largest surface area of all the provinces in South Africa.
However, it also has the smallest population of the provinces and, therefore, the
population density is low. According to the information provided by the local authorities,
the number of municipal employees in the service area of NC067 totals 21; in addition,
there are three senior municipal managers. The population number per municipal
employee of 445 is the highest among the Category B municipalities in DC6, as is the
population number per municipal manager of 3 118. These ratios reflect a lack of
municipal staffing and managerial capacity in a sparsely populated Category B
municipality.

Institutional and Technical Capacity

NCO067 has in its area of jurisdiction a municipal manager and a Chief Technical Officer,
with two years' and ten years' experience respectively. The incumbent to the post of
municipal manager is registered with an appropriate professional institution. Neither of
the incumbents is a female or from a previously disadvantaged community.

There are two transitional local councils in the area of jurisdiction of NC067. In each

case one of the local authorities (not necessarily the same one) has indicated that the
office equipment, office furniture and office accommodation are adequate to undertake its
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responsibilities. Given the size of the population to be served and the extent of NC067,
there is adequate infrastructure in place for the administrative operation of NC067.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
Of the Act indicates, however, that nothing precludes a local authority from carrying out
these powers and functions in its service area. A number of these powers and functions
are carried out by the local authorities in NC067, including bulk sewerage, bulk supply of
electricity, bulk supply of water, integrated development planning, municipal health,
municipal roads, and solid-waste disposal. There is still, however, a responsibility that
vests in the district municipalty. DC6 will assume the service area (with some
amendments) of the Namaqualand Transitional District Council, together with that
entity’s human resources structure and staff complement.

In each case, one of the two transitional local councils in the area of jurisdiction of
NCO067 (not necessarity the same one) supplies electricity, provides water-borne
sanitation and operates a water-distribution network in its service area. In each case,
however, the infrastructure to render the service to the community concerned is regarded
as being adequate. There are, clearly, still basic service-delivery infrastructure backlogs
(for the other local authority in NC067) to be addressed. The local authorities in NC067
currently perform other functions, including 14 Schedule 5 functions and nine Schedule 4
functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

This municipality has only one finance director with 12 years' relevant experience. There
are no previously disadvantaged persons in a finance-director position in this
municipality. The finance director is not registered with any institute or body. There are
two other staff members. Of the two transitional local councils in NC067, only one has
the capacity to perform any or all of the treasury functions. It is clear, therefore, that this
municipality will have a serious capacity problem, which will impact on delivery and
performance.

Assessment of Revenue Ratios

Total Income [Rates And General |Rates Income [Trading Services  |[Economic Services
Per Capita (Income Per Capita [Per Capita Income Per Capita [Income Per Capita

R383 R168 R41 R151 R64

The income from trading services gives a clear indication that this municipality has a
very small income base, which influences the viability of this municipality. Income per
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capita is also low. A grant from government is very important to the continued
sustainability of the municipality.

Income Mix As Percentage Of Total
Income
Rates and general income 439
Electricity income 27,6
Water income 11,7
Other income 14,6
Grant income 2,2
Total 100,0

Assessment of Efficiency

Total Expenditure | salaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of |perce ntage Off Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
102,1% 35,4% 2,7% 34,8% 47,7%

Margins on trading services are reasonable. Grant income is used to subsidise operating
expenditure. The salaries and wages bill is reasonable, which is an indication of an
efficient municipality.

Assessment of Liquidity

Cash To |Accounts Receivable| Total Debt To Total Debt Per

Current Ratio Current Assets| To Total Revenue |Current Revenue Capita

2,031 34,0% 28,0% 35,0% R134

Clearly, from the current ratio the municipality does have the ability to translate assets in
the short-term to cover claims from short-term creditors. Substantial working capital is
tied up in debtors, which has a direct effect on the cash-flow of the municipality. The
debt ratio is high, which gives an indication that the municipality is exposed to long-term
debts.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO067 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO071 Richmond TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO71 is situated in district municipality DC7 and has in
its area of jurisdiction the transitional local councils of Loxton, Richmond and Victoria
West. The town of Richmond is located on the N1 national road from Johannesburg to
Cape Town and, hence, has developed tourist and overnight accommodation and
recreation facilities. The NCO71 area lies in the Karoo and, hence, the economic focus is
on livestock farming, in particular the raising of sheep. In this regard the towns in
NCO071 play a key role as commercial centres for the farming communities that surround
them.

Population

Since NCOQ71 is predominantly an agricultural area, it is not densely populated. In 1996 it
comprised 19 973 people (11,6% of the total population of DC7), or 4 312 households.
The number of registered voters in the area is given as 7 665 (38,8% of the total
population of NCO71).

Population to Municipal Employees/Managers Ratios

In terms of surface area, the Northern Cape is the largest province in South Africa. It
also has the smallest population and, hence, the population density throughout the
province is low. According to the information provided by the local authorities, the
number of municipal employees in the service area of NCO071 totals 202. In addition,
there are 16 senior municipal managers and ten "other" municipal managers in the local-
authority structures. The population number per municipal employee (99) is the lowest
of the Category B municipalities in DC7, and the second lowest among the Category B
municipalities in the Northern Cape. The population number per municipal manager
(768) is the lowest among Category B municipalities in Northern Cape. These ratios
reflect the extent of the local-authority structures in the three towns in the service area of
NCO071. Both in terms of municipal staffing and managerial capacity, NCO71 is well-
catered for.

Institutional and Technical Capacity

NCO071 has i its area of jurisdiction four municipal managers with an average 6,5 years’
experience between them. Two of the incumbents have been registered with an
appropriate professional institution - one of the incumbents is over the age of 55.
Similarly, there are four incumbents in the post of Chief Technical Officer in NC0O71 -
none are professionally registered. Only one of the technical incumbents has a previously
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disadvantaged background. None of the municipal managers are female or from a
previously disadvantaged community.

There are four local-authority structures in NCO71. Three of these structures reported
that the office equipment available to them is adequate to undertake their responsibilities;
all the structures reported adequate office furniture. Only two, however, indicated that
the office accommodation was adequate. Nevertheless, with the exception of possible
attention being given to office accommodation, the infrastructure for the administrative
operation of NCO71 is adequate.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section
84(3) indicates that nothing precludes local authorities from carrying out these powers
and functions in their service areas. In the case of the service area of NCO71, this is
limited to fire-fighting; imposition and collection of taxes, levies and duties; promotion
of local tourism; and the receipt, allocation and distribution of grants. There is, therefore,
a responsibility placed on DC7 to ensure that the prescriptions of the Municipal
Structures Act are adhered to. DC7 will assume the service area (to a substantial extent)
of the Upper Karoo Transitional District Council, together with the human resources
structure and the staff complement. There is a concern over whether DC7 will have the
capacity to fulfil the requirements of the Act, given the present staff levels and capacity
of the Upper Karoo Transitional District Council.

The three transitional local councils in the area of jurisdiction of NCO71 supply
electricity to communities in their service areas - in each case the local authority
concerned reported that the electricity supply network is adequate. All three local
authorities in NCO71 provide consumers in their service area with water-borne sanitation
- two of the local authorities concerned indicated that the infrastructure to provide this
service is adequate. All three transitional local councils operate water distribution
networks, the infrastructure for which in each case is adequate to provide the service.
The local authorities in the service area of NCO71 are currently performing other
functions, including 23 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two finance directors with 11 years' combined experience. There is
one previously disadvantaged person in a Finance Director position in this municipality.

Of the finance directors in the municipality one is registered. There is one manager as
well as 11 other staff members.
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Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R392 R216 R27 R143 R33

The income base is restricted, and income from rates is very low. Income from trading
services and economic services is also low. Grant income consists of 8,2% of total
income, which is an indication that this municipality is dependent on grants.

Income Mix As Percentage Of Total
Income
Rates and general income 55,2
Electricity income 259
Water income 10,1
Other income 06
Grant income 8,2
Total 100,0
Assessment of Efficiency
Total Expenditure | sajaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of |percentage Of Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
272,9% 48,3% 3,4% 17,2% 72,4%

The salaries and wages bill is one of the largest single expenditure items, which impacts
negatively on efficiency and the effectiveness of services delivery. Margins from
electricity are also not very high, while the margins on water services are excellent, partly
due to the fact that the municipality is making use of own water resources. Grant income
is largely used to subsidise operating expenditure.

Assessment of Liquidity

Current Ratio Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita
1211 36,0% 112,0% 164,0% R643

The current ratio gives an indication of the municipality's ability to pay all its current
obligations on time. Although this ratio is favourable, the cash to current assets ratio is a
clearer indication of the ability to meet its obligations. It is doubtful whether this
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municipality has sufficient cash flow to meet its obligations on due date. A large portion
of the working capital is currently tied up in debtors, which is not a healthy situation and
which can also be an indication of a poor credit-control policy or/and inefficiency in

management.

27



CONCLUSION

Based on the low level of budgeted income and the limited institutional capacity in the
municipality, NCO71 is regarded as a Classification 5 Category B municipality.

28



MUNICIPALITY NCO072 Colesberg TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC072 is situated in DC7, and has in its area of jurisdiction
the transitional local councils of Colesberg and Noupoort. Colesberg is situated on the
N1 national road between Johannesburg and Cape Town and, hence, has developed
tourist and overnight accommodation and recreational facilites.  Colesberg is also
located in a sheep-farming area spread over half a million acres known for the breeding
of merino sheep. Noupoort achieved recognition throughout South Africa as a major rail
junction and, hence, much of the development in the town was to accommodate this
status. When Spoornet made the decision in 1995 to dramatically scale down its
operations, this had a devastating effect on the economy of Noupoort, with an exodus of
residents and an increase in unemployment for those who remained.

Population

In 1996 the population of NC072 comprised 25 389 people (14,8% of the total population
of DC7), or 5 450 households. The number of registered voters in the service area of
NCO072 is given as 11 430 (45,0% of the total population of NC072).

Population to Municipal Employees/Managers Ratios

In terms of surface area, Northern Cape is the largest province in South Africa. It also
has the smallest population of the provinces and, hence, the population density in
Northern Cape is low. According to the information provided by the local authorities, the
number of municipal employees in the service area of NCO072 totals 192. In addition,
there are six senior municipal managers and 16 “other" managers. The population
number per municipal employee of 132 and the population number per municipal
manager of 1 154 represent the average levels for these ratios in the Category B
municipalities in DC7. Both from a municipal staffing and a municipal management
perspective, there is adequate capacity in NCO72 for its future operation.

Institutional and Technical Capacity

NCO072 has m its area of jurisdiction two municipal managers with an average 13 years’
experience between them. One of the incumbents, neither of whom is female or from a
previously disadvantaged community, is registered with an appropriate professional
institution.  The situation in regard to technical managerial capacity is not as positive —
there is currently no incumbent in the post of Chief Technical Officer.
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There are two transitional local councils in the service area of NC072. While both
reported adequate office accommodation, this was true for only one of the local
authorities in respect of office equipment and office furniture. Nevertheless, given the
limited extent and small population number of NCO072, there is adequate infrastructure in
place for the administrative operation of the Category B municipality.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers exercised by a Category C municipality. Section 84(3)
indicates that nothing precludes a local authority from carrying out these functions in its
service area; this does not, however, apply to NC072. What is of consequence, then, is
the capacity of DC7 to undertake the functions and powers as specified by the Act. DC7
will assume (to a large extent) the service area of the Upper Karoo Transitional District
Council, together with its manpower structure and staff complement.

Both the transitional local councils in the area of jurisdiction of NCO072 provide a full
range of basic services (electricity, water and sanitation) to communities in their service
area. While the infrastructure to provide water-borne sanitation is adequate in both the
local authorities, the infrastructure for electricity supply and water distribution is
adequate only in one of the two local authorities. The local authorities in NC072
currently perform other functions, including 17 Schedule 5 functions and 12 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has one Finance Director with nine years' relevant experience but who
is not registered with any institution. They have one manager, 11 other staff members
and one vacant post. Although both transitional local councils in NCO72 can perform
treasury functions, neither has the capacity to perform the treasury function efficiently

and effectively.

Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R936 R682 R37 R214 R40

Income from trading services is low. Rates income is very low, which is a result of the
rural nature of this municipality. However, rates and general income per capita is high,
translating into 72,8% contribution to total income.
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Income Mix As Percentage Of Total
Income
Rates and general income 728
Electricity income 174
Water income 54
Other income 0,7
Grant iIncome 3,7
Total 100,0

Assessment of Efficiency

Total Expenditure | gajaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |percentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of [Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
43,2% 52,0% 3,2% 1,2% 43,8%

The municipality does not depend on grants to pay its operating expenses. The salaries
and wages bill is high, which will impact on the standard and the level of efficiency of
service delivery thus affecting the viability of the municipality. The reason for the high
profit margin on water is because the municipality makes use of borehole water. It is also
earning good profit on electricity services.

Assessment of Liquidity

Cash To [Accounts Receivable] Total Debt To Total Debt Per

current Ratio o rrent Assets| To Total Revenue |Current Revenue Capita

2,10:1 -13,0% 42,0% 21,0% R194

The current ratio indicates that if the municipality should convert its debtors to cash, it
will be in a position to meet all its current obligations. In reality, this may not be
possible, because some of those debtors may have to be written off as bad debts.
Looking at the cash flow from operating activities, it is quite evident that the municipality
is not generating sufficient cash-flow from its operations. This may also be an indication
of inefficiencies in management.

CONCLUSION

Based on the level of budgeted income and the adequate institutional capacity in the
municipality, NCO072 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY NCO73 De Aar TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO073 is situated in DC7 and has in its area of jurisdiction
the transitional local councils of Britstown, De Aar and Hanover. The service area of
NCO073 is primarily focused on agriculture, in particular sheep farming, both for mutton
and wool. De Aar is the largest of the three transitional local councils in NC073, and is
known for its significance as a rail junction; it is also the site of the offices of the Upper
Karoo Transitional District Council. Hanover is situated on the N1 national road from
Johannesburg to Cape Town and has the distinction on being the midpoint between these
two major South African cities.

Population

The population of NC073 is the highest of the Category B municipalities in DC7. In
1996 it comprised 38 985 people (22,7% of the total population of the district
municipality), or 8 508 households. The number of registered voters in the area is given
as 17 927 (46,0% of the total population of NC073).

Population to Municipal Employees/Managers Ratios

Northern Cape is the largest province in South Africa in terms of surface area; however,
it has the smallest population and, hence, the population density in the province is low.
According to the information provided by the local authorities, the number of municipal
employees in the service area of NCO73 totals 367 - in addition there are 11 senior
municipal managers and 11 “other" managers. The population number per municipal
employee (106) is the second-lowest among Category B municipalities in DC7; however,
the population number per municipal manager (1 772) is the highest among the Category
B municipalities in DC7. What these ratios indicate is that, while municipal staffing is
more than adequate to deal with the operation of NCO073, there is limited depth of
managerial capacity in the Category B municipality.

Institutional and Technical Capacity

NCO073 has in its area of jurisdiction three municipal managers with an average nine
years’ experience between them. Two of the incumbents to the post of municipal
manager are registered with appropriate professional institutions; one of the incumbents
is over the age of 55. Similarly, there are two incumbents in NC073 to the post of chief
technical officer, with an average 11,5 years’ experience between them; neither is
professionally registered, and one is over the age of 55.
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There are three transitional local councils in the service area of NC073. Two of these
entities have indicated that the office equipment available is adequate to undertake their
responsibilities; two have reported that the office furniture available is adequate; and two
have indicated adequate office accommodation. Given the extent of NCO073 and the
population to be served, there appears to be adequate infrastructure in the current local
councils to adequately establish the administrative operation of NC073.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
indicates that nothing precludes a local authority from carrying out these functions and
powers in its service area. In the service area of NC073 the range of functions carried out,
for which the district municipality is responsible, include bulk supply of water, integrated
development planning, and solid-waste disposal. DC7 is the district municipality in
which NCO073 is situated; DC7 will assume the service area (to a large extent) of the
Upper Karoo Transitional District Council, together with the human resources structure
and staff complement of that entity.

Two of the three transitional local councils in the area of jurisdiction of NCO073 supply
electricity to communities in their service area - only one of the local authorities
concerned indicated that the electricity-supply network in its operation is adequate. Two
of the local authorities in the service area of NC073 provide consumers with water-borne
sanitation - again, only one of the local authorities concerned has reported an adequate
infrastructure for service provision. Only one of the local authorities in NCO73 operates a
water-distribution network, the infrastructure for which is adequate to provide the
service. Backlogs, therefore, exist in respect of all basic service delivery infrastructure in
NCO073. The local authorities in the service area of NCO073 currently perform other
functions, including 16 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

This municipality has three finance directors with 20 years' combined experience. Of the
three, only one is registered. They have four managers, three other staff members and one
vacant post. One of the staff is over 55 years of age. All three of the transitional local
councils in NCO73 have adequate capacity to perform all the treasury functions. While
there is adequate capacity and experience at senior and middle management level, there is
a lack of capacity among the functionaries of the treasury.
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Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R744 R319 R109 R279 R146

The total income from rates, water and electricity services is R14 391 496. The total
income, excluding grants, is R25 million. The total per-capita income is R744, which has
a bearing on the municipality's capacity to generate income. Income per household is R3
133. Economic services income per capita is R146. Grant income is R874 398, and other
grant income is R382 742. Income from economic services is R1 027 021, which is
relatively high. It is clear, therefore, that this new demarcated municipality has a well-
spread income base, which will ensure that this municipality remains viable.

Income Mix As Percentage Of Total
Income
Rates and general iIncome 429
Electricity income 22,1
Water income 154
Other income 155
Grant income 41
Total 100,0
Assessment of Efficiency
Total Expenditure | gajaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |percentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of |Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
114,8% 46,6% 5,6% 5,3% 94,4%

The salaries and wages bill is almost 50% of total cost, which is high. This may impact
negatively on the cash flow, efficiency and effectiveness of the municipality. Grant
income is also used substantially to subsidise operating expenditure. The high cost of

electricity bulk purchases is due to high network losses.

Assessment of Liquidity

Current Ratio

Cash To
Current Assets,

IAccounts Receivable
To Total Revenue

Total Debt To

Current Revenue

Total Debt Per
Capita

0,86:1

12,0%

83,0%

137,0%

R1 021
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The municipality has a low current ratio. Some of the investments may be trust funds
meant for specific projects. If investments are excluded from current assets, the current
ratio is less than one, which is of serious concern. The municipality does have sufficient
assets, which can be translated into cash in order to pay the creditors. This statement may
not be entirely correct since some of the debt may not be recoverable. The municipality
also has substantial long-term debt. Substantial working capital is tied up in debtors, as
reflected by the accounts receivable ratio.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO073 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY NCO074 Carmavon TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO074 is situated in DC7 and has in its area of jurisdiction
the transitional local councils of Carnarvon, Vanwyksviei and Vosburg. While
Carnarvon and Vosburg currently fall in the Upper Karoo Transitional District Council,
Vanwyksvlei is currently serviced by the Hantam Transitional District Council. The
service area of NCO74 is primarily focused on agriculture, in particular sheep farming,
and the towns in the Category B municipality play a vital role as commercial centres for
the farming communities that surround them.

Population

Because NCO074 is predominantly an agricultural area with small towns acting as
commercial centres, the area is not densely populated. In 1996 it comprised 11 482
people (6,7% of the total population of DC7), or 2 738 households. The number of
registered voters in the service area of NC074 is given as 5 027 (43,8% of the total
population of NCO074).

Population to Municipal Employees/Managers Ratios

Northern Cape is the largest province in South Africa in terms of surface area, but has the
smallest population of all the provinces.  Consequently, the population density of
Northern Cape is low. According to the information provided by the local authorities, the
number of municipal employees in NC074 totals 15. In addition, there are five senior
municipal managers and two “other" managers. The population number per municipal
employee of 765 is the highest among the Category B municipalities in Northern Cape,
while the population number per municipal manager is the highest among the Category B
municipalities in DC7.

Institutional and Technical Capacity

NCO074 has m its area of jurisdiction two municipal managers with an average 13 years’
experience between them. One of the incumbents is registered with an appropriate
professional institution; however, neither is female or from a previously disadvantaged
community. Where the greater difficulty lies for NCO74 is in the absence of any senior
managerial capacity in the technical field. There are three transitional local councils in
the service area of NC074. Of these, two indicated that the office equipment available
was adequate for the undertaking of their operation, while two reported that the office
accommodation was adequate. Only one of the local authorities reported that the office
furniture available was adequate.  Again, given the size of the population and their
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dispersion through NCO074, it is likely that the current infrastructure available will be
adequate for the administrative operation of NCO74.

Functions

The range of functions carried out in the service area of NC074 includes a number that
would normally be performed by a Category C municipality, such as bulk sewerage, bulk
supply of water, bulk supply of electricity, integrated development planning, municipal
health, municipal roads, and solid-waste disposal. The only significant function reflected
in Section 84(1) of the Municipal Structures Act, Act 117 of 1998, not currently
performed in the service area of NCO74, is the provision of a fire-fighting service. Not
much has, therefore, to be added by the district municipality to adhere to the requirements
of the Act in respect of NC074.

Two of the transitional local councils in the area of jurisdiction of NCO074 provide
consumers in their service area with water-borne sanitation. In each case the
infrastructure to provide the service is adequate. Two of the local authorities in NCO074
operate water-distribution networks. However, only one of the local authorities
concerned reported that the infrastructure available was adequate to provide the service.
The local authorities in the service area of NCO074 currently perform other functions,
including 14 Schedule 5 functions and eight Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has three finance directors with an average 10 years' experience
between them. There are no previously disadvantaged persons in a finance-director
position in this municipality. Only one of the Finance Directors is registered. They have
one manager and eight other staff members.

Assessment of Revenue Ratios

Rates And
Total Income | General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R396 R133 R56 R185 R78

The total per capita income is only R396, which has a bearing on the municipality’'s
ability to generate income. The per capita rate income is R56, which indicates the
possibility that flat rates are charged on properties, or that low tariffs are charged.
Income per household is R1 588, which places a restriction on the potential income of the
municipality. Economic services income per capita is R78, which is an indication of a
very low income base from economic services.
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Income Mix As Percentage Of Total
Income
Rates and general income 335
Electricity income 35,1
Water income 10,8
Other income 20,6
Total 100,0

Assessment of Efficiency

Total Expenditure | sajaries As | Repairs As Bulk Electricity
As Percentage Of percentage Off Percentage Of | Purchases As

Total Income Total Total Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure
180,6% 26,1% 2,2% 47,7%

The municipality is dependent on grant income to cover its operating expenses and to pay
for its capital expenditure. Electricity bulk purchases represent 47,7% of electricity sales
which is within the accepted norm. Only 2% of total expenditure was on repairs and
maintenance, which can lead to a greater burden on the municipality in future.

Assessment of Liquidity

Cash To [Accounts Receivable] Total Debt To Total Debt Per

Current Ratio Current Assets| To Total Revenue [Current Revenue Capita

11,141 71,0% 51,0% 17,0% R68

This municipality has sufficient assets to translate into cash to meet its current
obligations. The municipality has to improve its collection of debtors.

CONCLUSION

Based on the low level of budgeted income and institutional capacity in the municipality,
NCO074 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO75 Philipstown TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO75 is situated in DC7, and has in its area of jurisdiction
the transitional local councils of Philipstown, Petrusville and Vanderkloof. Vanderkloof
is the most recently established of the municipalities in the old Cape Province, and is
situated adjacent to the Vanderkloof Dam (and, consequently, focuses on the tourism
potential related to the dam). The service area of NCO75 is predominantly agricultural in
nature, with the focus on merino sheep-farming.

Population

The population of NCO75 is the smallest of the Category B municipalities in DC7. In
1996 it comprised 9 430 people (5,5% of the total population of district municipality
DC7), or 2 370 households. The number of registered voters in the service area of
NCO075 is given as 4 766 (50,5% of the total population of NCO75).

Population to Municipal Employees/Managers Ratios

Northern Cape is the largest province in terms of surface area in South Africa, but has the
smallest population. The population density throughout Northern Cape is therefore very
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NCO75 totals 73. In addition, there are nine
senior municipal managers and three "other” municipal managers.  The population
number per municipal employee of 129 is the third lowest among Category B
municipalities in DC7, while the population number per municipal manager of 786 is the
second lowest among the Category B municipalities in DC7. Given the limited extent of
NCO75 and the small population to be served, these ratios indicate that NCO75 is well
endowed with municipal staffing and managerial capacity.

Institutional and Technical Capacity

NCO075 has m its area of jurisdiction three municipal managers with an average 19 years’
experience between them. None of the incumbents to the post of municipal manager
have been registered with a professional institution, neither is any of them female or from
a previously disadvantaged community. In as far as technical managerial capacity is
concerned, there are three incumbents in the post of Chief Technical Officer in NCO75 -
they have an average seven years’ experience between them, and two of the incumbents
have a previously disadvantaged background.
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There are three transitional local councils in the service area of NC075. All three entities
reported that the office equipment, office furniture and office accommodation available to
them is adequate to undertake their responsibilitics. NCO075 is therefore adequately
provided for in terms of administrative infrastructure.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act indicates that nothing precludes a local authority from carrying out these
functions in its service area. In the case of NCO75 the district municipality functions
performed are limited to the bulk supply of water; the imposition and collection of taxes,
levies and duties; integrated development planning; municipal roads; and the promotion
of local tourism. There are therefore a number of functions and powers that will need to
be undertaken by DC7, the district municipality in whose service area NCO75 is located.
DC7 will assume the service area (to a substantial extent) of the Upper Karoo
Transitional District Council, together with the human resources structure and staff
complement of that entity.

Two of the three transitional local councils in the area of jurisdiction of NCO75 supply
communities in their service area with electricity. In both cases the local authorities
concerned reported that the electricity-supply network is adequate. Two of the local
authorities in NCO75 provide consumers in their service area with water-borne sanitation.
Again, in each case the infrastructure to provide the service is adequate. All three
transitional local councils operate a water-distribution network - one of the local
authorities has reported that the distribution network in its area is not adequate. Local
authorities in  NCO75 currently perform other functions, including 20 Schedule 5
functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two finance directors with 14 years' combined experience. There is
one previously disadvantaged person in a finance-director position in this municipality.

None of the finance directors in the municipality are registered. They have one manager
as well as five other staff members.
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Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R780 R474 R40 R217 R89

The percentage of grants to total income is substantial, indicating a possible dependency
on external grants. The total per capita income is only R780, which has a bearing on the
municipality's capacity to generate income. The per capita rates income is R40, which
indicates the possibility that flat rates are charged on properties, or that low tariffs are
charged. Income per household is R3 105, which places a restriction on the potential
income of the municipality. Economic services income per capita is R89, which is an
indication of a very low income base from economic services.

Income Mix As Percentage Of Total
Income
Rates and general income 60,7
Electricity income 14,6
Water income 133
Other income 55
Grant iIncome 59
Total 100,0
Assessment of Efficiency
Total Expenditure | sajaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of percentage Of Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
101,3% 24.2% 2,0% 59,9% 60,4%

Electricity and water bulk purchases represent 60% of sales, an indication of high
network losses and/or a low markup on electricity, which could affect the viability of the
district council. Only 2% of total expenditure was on repairs and maintenance, which

could lead to a greater burden on the municipality in future.

Assessment of Liquidity

Current Ratio Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita
194:1 37,0% 39,0% 39,0% R302
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If investments are excluded, this municipality will not be in a position to meet its
obligations. A substantial amount of working capital is tied up in debtors, which affects
the municipality’s liquidity. The municipality also has some debt.

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
NCO75 is regarded as a Classification 5 Category B municipality.

MUNICIPALITY NCO076 Hopetown TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO076 is situated in DC7 and has in its area of jurisdiction
the transitional local councils of Hopetown and Strydenburg. Hopetown is best known
for the fact that the “Star of South Africa” diamond was discovered there. Generally,
however, the service area of NCO76 is focused on agriculture, with the raising of sheep
and the cultivation of vegetables being prominent activities.

Population

The population of NC076 is the second lowest among the Category B municipalities in
DC7. 1In 1996, it comprised 13 268 people (7,7% of the total population of DC7) or 2
837 households. The number of registered voters in the service area of NC076 is given
as 5 695 (42,9% of the total population of NC076).

Population to Municipal Employees/Managers Ratios

Northern Cape is the largest province in South Africa in terms of surface area. However,
it has the smallest population and therefore the population density in the Northern Cape is
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NCO76 totals 49. In addition there are six
senior municipal managers and five “other" municipal managers. The population number
per municipal employee of 271 is the second highest among Category B municipalities in
DC7. The population number per municipal manager of 1 206 reflects the average
relationship in DC7.  Given the limited extent of NCO076 and the relatively low
population figure in the municipality, the staff and managerial capacity in NCO076 is
adequate for its effective operation.

Institutional and Technical Capacity
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NCO076 has in its area of jurisdiction two municipal managers with an average 1,5 years’
experience between them. Neither of the incumbents, one of whom is female and the
other from a previously disadvantaged background, is registered with a professional
institution. NCO76 has a public works manager as its senior technical management
incumbent who has five years' experience, is professionally registered and does not have
a previously disadvantaged background. The Category B municipality lacks depth of
managerial capacity, both in terms of the administration and technical operations.

There are two transitional local councils situated in the service area of NC076. One of the
local authorities has indicated that the office equipment available is not adequate to
undertake its responsibilities. Similarly, one of the local councils reported that the office
accommodation is not adequate.  Both of the local councils, however, expressed
satisfaction regarding the adequacy of the office furniture.  Again, given the limited
extent of NC076 and the size of the population to be served, it appears that the
infrastructure for the administrative operation of the Category B municipality is in place.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers exercised by a Category C municipality. Section 84(3)
indicates that nothing precludes a local authority from carrying out these powers and
functions in its service area. A number of these powers and functions are carried out in
the service area of NCO076, including bulk sewerage, the bulk supply of electricity, the
bulk supply of water, fire-fighting services, and the promotion of local tourism. DC7, the
district municipality responsible in terms of the Municipal Structures Act, will assume
the service area (to a substantial extent) of the Upper Karoo Transitional District Council,
together with the manpower structure and staff complement of the current entity.

Both the transitional local councils in the area of jurisdiction of NCO76 operate water-
distribution networks.  However, only one of the transitional local councils supplies
electricity or provides water-borne sanitation to consumers in its service area (this may
not be the same local authority). What is significant is that the basic service-delivery
infrastructure for each service in each of the local authorities where provided is not
regarded as adequate. The local authorities in the service area of NCO76 are currently
performing other functions, including 18 Schedule 5 functions and 12 Schedule 4
functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity
This municipality has two Finance Directors who have a combined relevant experience of

10 years. There are no previously disadvantaged persons in finance-director positions in
this municipality. Of the finance directors in the municipality, two are registered. There
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are seven other staff members. Only one of the transitional local councils in NC076 has
sufficient capacity to perform the treasury function.

Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R492 R187 R64 R220 R85

The total income per capita is only R492, which has a bearing on the municipality's
capacity to generate income. The rate per capita is R64, which indicates the possibility
that flat rates are charged on properties, or that low tariffs are charged. Income per
household is R2 348, which has a restriction on the potential income of the municipality.
Economic services income per capita is R85, which is an indication of a very low income
base from economic services. Trading income is the largest single contributor, especially
electricity.

Income Mix As Percentage Of Total
Income
Rates and general income 379
Electricity income 311
Water income 13,6
Other income 13,3
Grant Income 4,1
Total 100,0

Assessment of Efficiency

Total Expenditure | salaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |percentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of [Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
99,2% 39,2% 12,3% 1,2% 575%

The municipality is not dependent on grant income. Its salaries and wages bill contributes
39% of total expenditure, which is acceptable. Electricity bulk purchases represent 57,5%
of electricity sales, which is within the accepted norm. As 12,3% of total expenditure was
on repairs and maintenance, this indicates that assets and properties owned by the
municipality are well maintained.

Assessment of Liquidity



Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

0461 26,0% 47,0% 151,0% R742

Current Ratio

The municipality has a low current ratio. If we observe the cash to current assets ratio,
which is an indication of cash on hand, we can clearly see that substantial working capital
is tied up in debtors. This municipality also has substantial debt. It is doubtful whether
this municipality can take on more debt.

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
NCO76 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO077 Prieska TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO77 is situated in DC7, and has in its are of jurisdiction
the transitional local councils of Marydale, Niekerkshoop and Prieska. The service area
of NCO77 is predominantly focused on agriculture, with an emphasis on sheep farming
and the cultivation of maize, wheat, cotton and lucerne. In this regard, the towns in
NCO077 play a key role as commercial centres for the farming communities that surround
them.

Population

The service area of NCO077, being predominantly agricultural in nature, is not densely
populated. In 1996 it comprised 19 360 people (11,3% of the total population of DC7),
or 4 542 households. The number of registered voters in the area is given as 8 577
(44,3% of the total population of NC077).

Population to Municipal Employees/Managers Ratios

The Northern Cape, while it has the largest surface area of the provinces in South Africa,
also has the smallest population and, therefore, the population density in the province is
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NCO77 totals 149. In addition, there are nine
senior municipal managers and six “other" municipal managers in the existing structures.
The population number per municipal employee of 130 and the population per municipal
manager of 1 291 reflect the average ratios in the Category B municipalities in DC7. The
ratios also indicate that, in terms of both municipal staff and managerial capacity, NC077
is more than adequately provided for.

Institutional and Technical Capacity

NCO077 has in its area of jurisdiction three municipal managers with an average 16 years’
experience between them. Two of the incumbents are registered with an appropriate
professional institution.  The situation in respect of technical managerial capacity is
similar to the administrative capacity. There are two incumbents with an average 20
years’ experience between them i the post of Chief Technical Officer. Both the
incumbents are registered with a professional institution.

There are three transitional local councils in the service area of NC077. While only one

of the local councils indicated that the office accommodation available is adequate to
undertake its responsibilities, all three local authorities reported that the office equipment
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and office furniture were adequate. As a consequence, and given the limited extent of
NCO77, it appears that the infrastructure for the administrative operation of NCO77 is in
place.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section
84(3) of the Act indicates that in no way are local authorities precluded from carrying out
these powers and functions in their service area. In the case of NCO077, the district
municipality functions and powers carried out at local authority level include integrated
development planning, municipal health, municipal roads, and the promotion of local
tourism.  The district municipality, DC7, will assume the service area, to a substantial
extent, of the Upper Karoo Transitional District Council, together with the manpower
structure and personnel complement of that entity.

All three transitional local councils in the area of jurisdiction of NCO77 operate water-
distribution networks in their service area - two of the local authorities have reported that
the distribution network is adequate for service delivery. Only two of the local authorities
in NCO77 supply electricity to communities in their service area - in each case the
electricity-distribution network is regarded as adequate. Two of the local authorities in
NCO077 provide consumers in their service area with water-borne sanitation - in neither
case, however, is the infrastructure for delivering the service reported as adequate. The
local authorities in the service area of NCO77 are currently performing other functions,
including 18 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources Capacity

This municipality has one Finance Director who has 10 years' relevant experience. There
are no previously disadvantaged persons in a finance-director position in this
municipality. ~ Of the finance directors in the municipality, one is registered. The
information provided by the local authorities indicate the presence of two middle-
management incumbents and no functionaries in treasury (this latter information is
unlikely given the size of the municipal-employee complement in NC077).

Assessment of Revenue Ratios

Rates And
Total Income | General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R632 R219 R77 R291 R122
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The total income per capita is only R632, which has a bearing on the municipality's
capacity to generate income. The per capita rate is R77, which indicates the possibility
that flat rates are charged on properties, or that low tariffs are charged. Income per
household is R2 695, which places a restriction on the potential income of the
municipality. Economic services income per capita is R122, which makes a fair
contribution to the income base. Electricity is a major income earner.

Income Mix As Percentage Of Total
Income
Rates and general income 34,7
Electricity income 344
Water income 11,7
Other income 19,2
Total 100,0

Assessment of Efficiency

Total Expenditure | salaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |percentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of |Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
113,8% 44.4% 8,3% 4.4% 64,3%

Electricity bulk purchases represent 64,3% of electricity sales, an indication of high
network losses and/or a low markup on electricity. Only 8,3% of total expenditure were
on repairs and maintenance, which could lead to a greater burden on the municipality in
the future. Due to low margins on electricity, it may affect the profitability of the
municipality. Grant income is utilised to subsidise operating expenses.

Assessment of Liquidity

Cash To |Accounts Receivable| Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

1,26:1 33,0% 62,0% 84,0% R530

Current Ratio

Based on the cash to current assets ratio, substantial working capital is tied up in debtors,
which has a direct effect on the liquidity position of the municipality. The municipality
does not have sufficient cash to meet current obligations. The municipality is already
overburdened with debt, it will not be able to take on more debt finance.

CONCLUSION

Based on the low evel of budgeted income and institutional capacity in the municipality,
NCO077 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO078 GriekwastadTLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO78 is situated in DC7, and has in its area of jurisdiction
the transitional local councils of Douglas and Griekwastad. The primary economic
activity in the service area of NCO78 is agriculture — a wide variety of farming activities
is practised, including cattle farming and the cultivation of maize, wheat, cotton and
peanuts. As is the case in all regions where agriculture is a dominant feature, the towns
in NCO078 play a key role as commercial centres for the farming communities that
surround them.

Population

The population of NC078 is the second-largest among the Category B municipalities in
DC7. In 1996 it comprised 34 028 people (19,8% of the total population of DC7), or
7 013 households. The number of registered voters in the NCO078 service area is given as
13 978 (41,1% of the total population of NC078).

Population to Municipal Employees/Managers Ratios

Northern Cape, while it has the largest surface area of all provinces in South Africa, also
has the smallest population. As a consequence, population density is low throughout
Northern Cape. According to information provided by the local authorities in NCO078, the
number of municipal employees in the service area of NC078 totals 136. In addition,
there are nine senior municipal managers and 21 “other" municipal managers in the
current structures. T he population number per municipal employee of 250 is the third
highest among Category B municipalities in DC7, while the population number per
municipal manager is the third lowest among Category B municipalities in DC7. These
ratios indicate that NCO78 has in its service area adequate municipal staffing. The
Category C municipality is also well endowed with municipal managerial capacity.

Institutional and Technical Capacity

NCO078 has in its area of jurisdiction two municipal managers with an average 14,5 years’
experience between them. Both the incumbents in the post of municipal manager are
registered with an appropriate professional institution, and one of the incumbents is from
a previously disadvantaged community. NCO078 also has two incumbents in the post of
Chief Technical Officer who have an average 14 years’ experience between them.
Neither of these incumbents is professionally registered, and neither is female or from a
previously disadvantaged community.
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There are two transitional local councils in the service area of NC078. One of the local
authorities indicated that the office equipment available was not adequate to undertake its
responsibilities, while one of the councils reported that the office accommodation was not
adequate. However, both local councils reported that the office furniture available was
adequate to undertake their responsibilities. As a consequence, given the limited extent
of NCO078, it would appear that the infrastructure for the administrative operation of
NCO078 has been adequately catered for.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers exercised by Category C municipalities. Section 84(3)
indicates, however, that nothing precludes a local authority from carrying out these
functions and powers in its service area. In the case of NCO78, the only district
municipality power and function carried out in the local authority structure is the receipt,
allocation and distribution of grants. The balance of the powers and functions need to be
undertaken by the district municipality, DC7. DC7 will assume the service area (to a
substantial extent) of the Upper Karoo Transitional District Council, together with the
entity’s human resources structure and staff complement.

Neither of the transitional local councils in the service area of NCO078 provides
consumers in their service area with water-borne sanitation. Only one of the local
authorities supplies electricity to communities in its service area — the electricity-supply
network in the case of this local authority is adequate. Both the local authorities operate
a water-distribution network; however, in the case of one of the local councils, the
network is not adequate. The local authorities in the service area of NC078 currently
perform other functions, including 21 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two Finance Directors with five years' combined experience.
There are no previously disadvantaged persons in a finance-director position in this
municipality. Of the finance directors in the municipality, none are registered. There are

two managers as well as 13 other staff members.

Assessment of Revenue Ratios

Total Income| Rates General |Rates Income| Trading Services | Economic Services
Per Capita (Income Per Capitg Per Capita |Income Per Capita | Income Per Capita

R503 R227 R50 R214 R63
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The percentage of grants to total income is very high, indicating a possible dependency
on external grants. The total per capita income is only R503, which has a bearing on the
municipality's ability to generate income. The per capita rate is R50, which indicates the
possibility that flat rates are charged on properties, or that low tariffs are charged.
Income per household is R2 181, which places a restriction on the potential income of the
municipality. Economic services income per capita is R63, which is an indication of a
very low income base from economic services. The reason for the high percentage of
other income is because this amount includes grants. The income generated by this
municipality is very low, especially income from trading services. This will have a direct
effect on the profitability of the municipality.

Income Mix As Percentage Of Total
Income
Rates and general income 451
Electricity income 275
Water income 10,1
Other Income 10,3
Grant income 70
Total 100,0

Assessment of Efficiency

Total i,
Expenditure As |safaries As Repairs As Eﬂliéhilsiztﬂ(;'w
Percentage Of  |percentage Of |Percentage Of  |pgrce ntage Of
Total Income | Total Total Sales
(Excluding Expenditure Expenditure
Grants)

86,6% 45,0% 5,7% 9,1%

The municipality is earning good profits on water services, as well as electricity services.
The salaries and wages bill is on the high side, which is a result of the low tariff structure.

Assessment of Liquidity

Cash To [Accounts Receivable] Total Debt To Total Debt Per

Current Ratio Current Assets| To Total Revenue |Current Revenue Capita

0,66:1 -32,0% 18,0% 37,0% R184

This municipality has a low current ratio. Some of the debtors may not be recoverable.
The fact that current assets consist mainly of debtors is an indication that substantial
working capital is tied up in debtors, which has an adverse effect on the liquidity position
of the municipality.
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CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO078 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY OF NCO081

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B Municipality NC081 is located in the northern Cape, adjacent to the Namibia
border. This large arid, mineral-rich area is sparsely settled.

Population

In 1996 the population of NC081 was only 6 272 or 1 324 households. The number of
registered voters in the area is 2 773.

Population to Municipal Employees / Manager Ratios

There are 19 employees, two senior managers and no other managers. The population
numbers per municipal employee in this area is 330 and the number of people per
municipal manager is 3 136. While capacity is low in this area, the population is also
very small, with few urban settlements.

Institutional and Technical Capacity

NCO81 has a Municipal manager and a Treasurer who have two and three years’
experience respectively.  Neither is registered with appropriate professional institutions.
Both are male, under 55 years of age and do not come from a previously disadvantaged
community.

Within the service area of NC081, one local authority indicated that it has adequate office
equipment to undertake their responsibilities, one indicated that the office furniture is
adequate; and one reported adequate office accommodation.

Functions

The range of functions currently carried out in the area includes two that would be
performed by a Category C municipality, namely bulk sewerage purification and bulk
water supply. In each case there is only one local authority providing the service.

One transitional local council provides water and sanitation and sewage disposal within
the service area and indicates that it has adequate capacity and infrastructure to provide
these services.

The local authorities within NC081 currently perform five Schedule 4 functions and six
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 ten
years amongst 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

The total income per capita is only R315, indicating low economic activity by the
population of 6272 people. The rates income per capita is R14. Income per household is
R1 491, which appears to place a restriction on the potential income for the council.

Assessment of Efficiency

The bulk electricity and water purchases are significantly high, which indicates that all
trading services are not well managed.  Personnel cost represent 29% of total
expenditure, which is the acceptable norm. The high cost of sales for electricity is
problematic, which may be as a result of high reticulation losses and relatively low tariff
structures. As the total area is not supplied with electricity and the distance from power
generating plants, the bulk tariff on electricity purchases may also be high.

Assessment of Liquidity

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 23.37% 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 low level of budgeted income and the limited capacity to undertake the
range of local functions, NCO81 is regarded as a Classification 6 Category B
municipality.
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MUNICIPALITY NCO082 Eksteenskuil, Keimoes TLCs

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC082 is situated in DC8, and has in its area of jurisdiction
the transitional local councils of Eksteenskuil, Kakamas, Kenhardt and Keimoes. The
service area of NC082 has the Orange River as its focal point; agriculture is the primary
economic activity, with the production of grapes and cotton being of most importance.

Population

The population of NC082 is the second-largest among the Category B municipalities in
DC8. In 1996 it comprised 58 102 people (28,7% of the total population of DC8), or
11 138 households. The number of registered voters in the service area of NC082 is
given as 21 824 (37,6% of the total population of NC082).

Population to Municipal Employees/Managers Ratios

Northern Cape is the province with the largest surface area in South Africa. However, it
is also the province with the smallest population and, hence, the population density is
low. According to the information provided by the local authorities, the number of
municipal employees in the service area of NC082 totals 114. In addition, there are nine
senior municipal managers and 11 "other" municipal managers. The population number
per municipal employee (510) is the second highest among the Category B municipalities
in DC8. The population number per municipal manager ratio of 2 905 is the third lowest
among the Category B municipalities in DC8. The ratios reflect an atypical situation
found in an agricultural area where the towns and their municipal structures are small,
albeit relatively well staffed.

Institutional and Technical Capacity

NCO082 has in its area of jurisdiction four incumbents to the post of municipal manager,
with an average 14 years’ experience between them. None of the incumbents m the
municipal manager post are professionally registered; one of the incumbents is female
and another from a previously disadvantaged community. There are two incumbents in
the post of chief technical officer, with an average nine years’ experience between them;
one of the incumbents is professionally registered, while the other is from a previously
disadvantaged community.

There are four transitional local councils in the area of jurisdiction of NC082. Two of the

local authorities reported that the office equipment available is adequate to undertake
their responsibilities.  Two of the local authorities indicated that the office furniture
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available is adequate to fulfil their responsibilities, and two local authorities expressed
satisfaction regarding the office accommodation at their disposal. The two local
authorities concerned are not necessarily the same. Although the population of NC082 is
not large, and neither is the extent of the Category B municipality, the way in which the
towns are located in NCO082 will impact on whether the infrastructure of the
administrative operation of NC082 is adequate.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions in its service area. In the case of NC082, the
powers and functions of a district municipality currently performed by the local
authorities in its service area are limited to the imposition and collection of taxes, levies
and duties; municipal health; the promotion of local tourism; and the receipt, allocation
and distribution of grants. The primary responsibility, therefore, vests in the district
municipality, as envisaged by the Act. DC8 will assume the service area, with some
additions, of the Benede Oranje Transitional District Council, together with its human
resources structure and staff complement. DC8 will also have in its service area part of
the Kalahari Transitional District Council

Of the four transitional local councils in the area of jurisdiction of NC082, two supply
electricity to communities in their service area. In both cases the local authorities have
reported that the electricity-supply network is adequate. Two of the local authorities
provide consumers in their service area with water-borne sanitation. In the case of one of
the local authorities, however, the infrastructure to render the service is not adequate. All
four local authority structures operate a water distribution network in their service area,
the infrastructure of which in each case is adequate. The local authorities in the service
area of NC082 currently perform other functions, including 17 Schedule 5 functions and
13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has one Finance Director, with four years' relevant experience. There
are no previously disadvantaged persons in a finance-director position in this

municipality. None of the finance directors in the municipality are registered. They have
no managers, but three other staff members assist them.
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Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita | Income Per Capita
R347 R99 R30 R219 R29

The percentage of grants to total income is high, indicating a possible dependency on
external grants. The total income per capita is only R347, which has a bearing on the
municipality’s capacity to generate income. The rate per capita is R30, which indicates
the possibility that flat rates are charged on properties, or that low tariffs are charged.
Economic-services income per capita is R29, which is an indication of a very low income
base from economic services. It is clear that this municipality may in future not be
profitable, due to its low income per capita. Grants will have to be used to subsidise the
municipality.

Income Mix As Percentage Of Total
Income
Rates and general income 28,6
Electricity income 454
Water income 119
Other income 84
Grant income 57
Total 100,0
Assessment of Efficiency
Total Expenditure | sajaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of pe rcentage Of Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
159,8% 27,7% 2,7% 6,2% 54,3%

The salaries and wages bill is only 27,7% of total expenses, which gives an indication of
an efficient municipality.  The municipality is also earning good margins on water
services and, to a lesser extent, on electricity. Grant income is utilised to a great extent to
subsidise operating expenses.
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Assessment of Liquidity

Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

0411 38,0% 34,0% 162,0% R563

Current Ratio

This municipality has a low current ratio. It does have some cash in the bank, which is
reflected by the cash to current assets ratio. A substantial amount of working capital is,
however, tied up in debtors, which affects the liquidity of the municipality. The
municipality is already overburdened with debt, it will not be able to take on more debt
finance.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO082 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY NCO083 Upington TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC083 is situated in DC8, and has in its area of jurisdiction
the transitional local council of Upington. The town of Upington is the primary focus
area of NC083. It is located on the Orange River in the heart of a flourishing agricultural
area (as a consequence of extensive irrigation schemes). The area surrounding Upington
(NC083) produces karakul pelts, sultanas and lucerne in the largest number and of the
highest quality in South Africa. The headquarters of South Africa’s largest cooperative
wine cellar is also found in Upington.

Population

The population of NC083 is the highest among the Category B municipalities in DC8. In
1996, it comprised 76 134 people (37,6% of the total population in the district
municipality), or 15 464 households. The number of registered voters in the service area
of NC083 is given as 33 085 (43,5% of the total population in NC083).

Population to Municipal Employees/Managers Ratios

According to the information provided by the local authorities concerned, the number of
municipal employees in the service area of NC083 totals 847. In addition, there are five
senior municipal managers and 26 "other" municipal managers. The population number
per municipal employee of 90 is by some margin the lowest among Category B
municipalities in DC8, and the population number per municipal manager of 374 is the
second-lowest among the Category B municipalities in DC8. The ratios reflect that
NCO083 is endowed with both municipal staffing and managerial capacity.

Institutional and Technical Capacity

There is a newly appointed incumbent to the post of municipal manager in the service
area of NC083. The incumbent is from a previously disadvantaged community. The
incumbent in the post of Chief Technical Officer is registered with an appropriate
professional institution, and has 23 years' experience. This incumbent is neither female,
nor from a previously disadvantaged community. NCO083 has a depth of managerial
capacity, both from an administrative and technical perspective, to ensure its effective
operation.

The transitional local council in NCO083, Upington, has reported that the office

equipment, office accommodation and office furniture available are adequate to
undertake its responsibilities. As a consequence of the dominance of Upington in
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NCO083, the infrastructure for the administrative operation of the Category B municipality
is adequately catered for.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions in its own service area. None of the powers and
functions determined by the Act as district municipality responsibilities are currently
carried out by the existing local authority in NC083. The responsibility for compliance
with the requirements of the Act, therefore, vests in the district municipality, DC8. DC8
will assume the service area, with additions, of the Benede Oranje Transitional District
Council, together with its human resources structure and staff complement.  DC8 will
also include part of the Kalahari Transitional District Council service area.

The transitional local council in the service area of NCO083 supplies electricity to
communities in its service area, and operates a water-distribution network. In each case
the infrastructure to render the service is adequate. There is, however, no water-borne
sanitation service in NC083. The local authority in the service area of NC083 currently
performs other functions, including 17 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has one Finance Director with nine years' relevant experience. There
are no previously disadvantaged persons in a finance-director position in this
municipality. There are six managers as well as 45 other staff members. Most of the
treasury functions are outsourced since the local authority in NC083 has limited capacity

to undertake these functions.

Assessment of Revenue Ratios

Rates And
Total Income| General Income |Rates Income| Trading Services | Economic Services
Per Capita Per Capita Per Capita |Income Per Capita| Income Per Capita
R1 201 R359 R152 R640 R202

This municipality has a solid trading-income base, which has a positive effect on the
viability of the municipality. Rates, general and economic services are also making
relatively good contributions to operating income.  With regard to trading income,
electricity is the largest contributor. However, the percentage of grants to total income is
high, indicating a possible dependency on external grants.

60



Income Mix As Percentage Of Total
Income
Rates and general income 29,9
Electricity income 39,7
Water income 13,6
Other income 9,8
Grant income 7,0
Total 100,0

The biggest single contributor to income is electricity. The municipality also receives
substantial grants.

Assessment of Efficiency

Total Expenditure | salaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of |perce ntage Off Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
153,7% 27,9% 34% 3,4% 48,1%

This municipality is earning good margins on electricity and water services. The salaries
and wages bill is reasonable, which means it is not a burden on the municipality.
Expenditure on repairs and maintenance is not excessive. Grant income is utilised to
subsidise operating expenses.

Assessment of Liquidity

Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

1,641 -3,0% 38,0% 26,0% R312

Current Ratio

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. In reality, this may not be
possible, because some of those debtors may not be recoverable and may have to be
written off as bad debts. The fact that current assets consist mainly of debtors is an
indication that substantial working capital is tied up in debtors, which has an adverse
effect on the liquidity position of the municipality. Looking at the cash flow from
operating activities, it is quite evident that the municipality is not generating sufficient
cash-flow from its operations. This may also be an indication of inefficiencies in
management.

CONCLUSION
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Based on the level of budgeted income and the institutional capacity in the municipality,
NCO083 is regarded as a Classification 3 Category B municipality.

MUNICIPALITY NCO084 Groblershoop TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC084 is situated in DC8, and has in its area of jurisdiction
the transitional local councils of Brandboom and Groblershoop. Much of the agricultural
activity in the Groblershoop area is as a consequence of the implementation of the
Boegoeberg irrigation system, fed by the Boegoeberg Dam. Agricultural activities are of
two main sorts: cattle and sheep, and irrigation farming. Of the latter, lucerne, cotton,
maize and wheat are all crops that are being developed, but the most important area of
cultivation by far is the vineyards, both for wine and for sultanas.

Population

The population of NC084 is the second smallest of the Category B municipalities in DCS8.
In 1996 it comprised 14 121 people (7% of the total population of the district
municipality), or 2 934 households. The number of registered voters in the area is given
as 5 046 (35,7% of the total population of NC084).

Population to Municipal Employees/Managers Ratios

In terms of surface area, Northern Cape is the largest of the provinces in South Africa; it
also has the smallest population of the nine provinces and, hence, the population density
in much of Northern Cape is low. According to the information provided by the local
authorities, the number of municipal employees in the service area of NC084 totals 23; in
addition there are two senior municipal managers. The population number per municipal
employee of 614 is the highest among the Category B municipalities in DC8, and the
second-highest among the Category B municipalities in Northern Cape. The population
number per municipal manager of 7 061 is the highest among the Category B
municipalities in Northern Cape. The population in NC084 is relatively small, as are the
towns that serve as commercial centres to the farming communities in NCO084.
Consequently, the municipal structures and staffing are also limited — nevertheless, there
is a dearth of, in particular, municipal managerial capacity.

Institutional and Technical Capacity
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Of the two municipal managers in the service area of NC084, one is over the age of 55.
There is no senior technical managerial capacity in the service area of NC084. Neither of
the current incumbents to the post of municipal manager is female nor from a previously
disadvantaged community.

There are two transitional local councils in the area of jurisdiction of NC084. In each case
one of the local authorities (although not necessarily always the same one) reported that
the office equipment, office furniture and office accommodation are adequate to fulfil its
responsibilities. Given the limited extent of NC084 and the relatively small population,
the current infrastructure available is adequate for the administrative operation of NC084.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act, however, indicates that a local authority can carry out these powers and
functions in its service area. In the case of NC084 this is limited to the promotion of
local tourism. The primary responsibility, therefore, vests in the district municipality,
which was the intention of the Act. DC8 will assume the service area, with additions, of
the Benede Oranje Transitional District Council, together with its manpower structure
and staff complement. DC8 will also inherit part of the service area of the Kalahari
Transitional District Council.

Neither of the transitional local councils in the area of jurisdiction of NC084 supplies
electricity to communities in their service area. However, one of the local authorities
provides consumers in its service area with water-borne sanitation and operates a water-
reticulation network — in each case the infrastructure to render the service is adequate.
The local authorities in the service area of NCO084 currently perform other functions,
including eight Schedule 5 functions and seven Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Only one transitional local council in NCO084 has the capacity to perform treasury
functions to a limited extent.

Assessment of Revenue Ratios

Rates And
Total Income | General Income | Trading Services | Economic Services
Per Capita Per Capita Income Per Capita | Income Per Capita
R16 R10 R3 R3
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This municipality can be termed a rural municipality, and this can be seen from the
income base. The municipality is dependent on grants from government, as can be seen
from the income mix below.

Income Mix As Percentage Of Total
Income
Rates and general income 66,6
Electricity income 14
Water income 149
Other income 14
Grant income 15,7
Total 100,0

Assessment of Efficiency

Total Expenditure | gajaries as Repairs as
as Percentage of |perce ntage off Percentage of
Total Income Total Total
(Excluding Grants) | Expenditure | Expenditure
241,8% 47 5% 4,9%

Salaries and wages are the largest single expense of the municipality. Grant income is
utilised to subsidise operating expenses.

Assessment of Liquidity

Cash To |Accounts Receivable| Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

0811 22,0% 187,0% 300,0% R47

Current Ratio

The municipality does not have sufficient assets to translate into cash to pay creditors.

The fact that current assets consist mainly of debtors is an indication that substantial
working capital is tied up in debtors, which has an adverse effect on the liquidity position
of the municipality. Looking at the cash flow from operating activities, it is quite evident
that the municipality is not generating sufficient cash-flow from its operations. This may
also be an indication of inefficiencies in management. Some of these debtors may not be
recoverable and may have to be written off as bad debts. The municipality is already
overburdened with debt, it will not be able to take on more debt finance.

64



CONCLUSION

Based on the low level of budgeted income, the reliance on grants and the poor
institutional capacity, NCO084 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO085 Posmasburg TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO085 is situated in district municipality DC8, and has in
its area of jurisdiction the transitional local councils of Postmasburg and Olifantshoek.
Agricultural activities in the NC085 area consist mainly of sheep and goat farming,
although there is also some mixed cattle and game farming. lron and manganese are
mined on a large scale in the area. NCO085 is part of the district municipality DC8, which
currently falls in the Kalahari Transitional District Council.

Population

The population of NCO085 is the third-largest among the Category B municipalities in
DC8. In 1996 it comprised 30 863 people (15,3% of the total population in the district
municipality), or 6 534 households. The number of registered voters in the area is given
as 15 850 (51,4% of the total population of NC085).

Population to Municipal Employees/Managers Ratios

In terms of surface area, Northern Cape is the largest province in South Africa. However,
it has the smallest population of the provinces and, hence, the population density over
much of Northern Cape is very low. According to the information provided by the local
authorities in the NCO085 service area, the number of municipal employees totals 207; in
addition, there are eight senior municipal managers and five "other" municipal managers.
The population number per municipal employee of 149 is the second-lowest among the
Category B municipalities in the service area of DC8; the population number per
municipal manager of 2 374 is the lowest among the Category B municipalities in DCS8.
The ratios reflect the extent to which the municipal area of Postmasburg dominates
NCO085; the Category B municipality is, therefore, endowed with both municipal staffing
and managerial capacity.

Institutional and Technical Capacity

NCO085 has in its area of jurisdiction two newly appointed municipal managers, one of
whom is registered with an appropriate professional institution and the other from a
previously disadvantaged community. There is an incumbent to the post of chief
technical officer, with eight years’ appropriate experience.

There are two transitional local councils in the area of jurisdiction of NC085. In each case

one of the local authorities (although not necessarily the same one) reported that the
office equipment, office furniture and office accommodation are adequate to undertake its
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responsibilities. Given the size of the population and the limited extent of NCO085, the
infrastructure in NCO085 to cater for its administrative operation is adequate.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section 84(3)
of the Act, however, indicates that nothing precludes a local authority from carrying out
these powers and functions in its own service area. In the case of NC085 none of these
powers and functions are currently being carried out, and therefore the responsibility is
entirely that of the district municipality, as provided for in the Act. DC8 will assume the
service area, with the addition of part of the Kalahari Transitional District Council (where
NCO085 is located), of the Benede Oranje Transitional District Council, together with its
human resources structure and staff complement.

Both the transitional local councils in the area of jurisdiction of NC085 supply electricity
to communities and operate water-distribution networks in their service areas. In the case
of the electricity-supply network, one of the local authorities reported its inadequacy in
its area of operation. Only one of the local authorities in NC085 provides water-borne
sanitation to consumers in its service area; however, in this case the infrastructure to
render the service is adequate. The local authorities in NCO085 currently perform other
functions, including 24 Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has one finance director with 12 years' relevant experience, who is
registered with the institution. There are no previously disadvantaged persons in a
finance-director position in this municipality. They have one manager and six other staff

members.

Assessment of Revenue Ratios

Total Income [Rates And General [Rates Income [Trading Services |Economic Services
PerCapita |Income Per Capita |Per Capita Income Per Capita |Income Per Capitg

R703 R225 R76 R370 R109

The total income per capita is only R703, which has a bearing on the municipality’'s
capacity to generate income. The per capita rate is R76, indicating the possibility that flat
rates are charged on properties, or that low tariffs are charged. Income per household is
R3 483, which places a restriction on the potential income of the municipality. Economic
services income per capita is R109, which is an indication of a very low income base
from economic services.
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Income Mix As Percentage Of Total
Income
Rates and general income 319
Electricity income 35,7
Water income 16,9
Other income 143
Grant Income 12
Total 100,0

Assessment of Efficiency

Total Expenditure | sajaries As | Repairs As Bulk Water | Bulk Electricity
As Percentage Of |percentage Of Percentage Of | Purchases As Purchases As
Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
112,6% 38,3% 4,2% 20,1% 9,7%

The municipality earns good margins on electricity and water. The salaries and wages bill
is also reasonable. Grant income is utilised to subsidise operating expenses.

Assessment of Liquidity
Cash To Accounts
Curent [Curent RecanabieTo (Tol DebeTo | [fots Debter
Assets Total Revenue P
0,86:1 9,0% 83,0% 121,0% R854

This municipality has no cash reserves, as reflected by the cash to current assets ratio. It
is clear that all working capital is tied up in debtors (R17 488 626,00). This municipality
has excessive long-term debt, as reflected by the ratio; however, this debt may include
government loans still to be written off. The municipality has an overdraft of
R2 539 770.00, and it is doubtful whether it should take on more finance. Looking at the
cash flow from operating activities, it is quite evident that the municipality is not
generating sufficient cash flows from its operations. Interest paid has also increased as a
result of the increase in the debt to equity ratio.

CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO085 is regarded Classification 4 Category B municipality.

68



MUNICIPALITY NCO086 Danielskuil TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC086 is situated in district municipality DC8, and has in
its area of jurisdiction the transitional local council of Daniélskuil. The service area of
NCO086 is primarily agricultural in nature, with cattle and sheep-farming being the main
source of agricultural income. Mining activities in the immediate vicinity of Daniélskuil
have ensured the steady growth of the town. NC086 is part of the area of jurisdiction of
DC8 that currently falls in the Kalahari Transitional District Council.

Population

The population of NCO086 is the third lowest among the Category B municipalities in
DC8. In 1996 it comprised of 16 880 people (8,3% of the total population of the district
municipality), or 3 892 households. The number of registered voters in the area is given
as 8 045 (47,7% of the total population of NC086).

Population to Municipal Employees/Managers Ratios

Northern Cape is the province with the largest surface area of the provinces of South
Africa; however, it also has the smallest population of all the provinces and, hence, the
population density over much of Northern Cape is low. According to the information
provided by the local authority in the service area of NC086, the number of municipal
employees in the area totals 69. In addition, there are three senior municipal managers.
The population number per municipal employee of 245 is the third lowest among the
Category B municipalities in DC8; the population number per municipal manager of 5
627 is the second-highest among the Category B municipalities in DC8. The ratios reflect
an atypical predominantly agricultural area where the towns and their municipal
structures are small and municipal managerial capacity is limited.

Institutional and Technical Capacity

There is a newly appointed incumbent to the post of municipal manager in the service
area of NCO086. The incumbent, who is neither a female nor from a previously
disadvantaged community, is registered with an appropriate professional institution.
There is no senior municipal managerial capacity in the technical area, for NC086.

The transitional local council in the area of jurisdiction of NC086 has reported that, while

the office equipment available is adequate to undertake its responsibilities, this is not the
case with regard to the office furniture and office accommodation. In order to ensure that
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the infrastructure of the administrative operation of NC086 is adequate, consideration
needs to be given to upgrading the available office furniture and equipment.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act, however, indicates that nothing precludes a local authority from carrying out
these powers and functions in its service area. As far as NC086 is concerned, none of the
powers and functions determined for district municipalities is currently being carried out
in its service area. The entire responsibility to adhere to the prescriptions of the Act,
therefore, vests in the district municipality, DC8. DC8 will assume the service area, with
the addition of part of the service area of the Kalahari Transitional District Council (in
which NCO086 falls), of the Benede Oranje Transitional District Council together with its
human resources structure and staff complement

The transitional local council in the service area of NC086 does not provide any of the
basic services to its community — there is, therefore, a need to establish basic service-
delivery infrastructure to provide at least water reticulation and water-borne sanitation.
The local authority in NCO086 currently performs other functions, including 15 Schedule 5
functions and 10 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The district council performs treasury functions.

Assessment of Revenue Ratios

Total Income |Rates And General |Rates Income [Trading Services |Economic Services
Per Capita Income Per Capita [Per Capita Income Per Capita [Income Per Capita

R565 R269 R52 R220 R75

Income from trading services is reasonable. Rates and general services are also making a
fair contribution to income.

Income Mix As Percentage Of Total
Income
Rates and general income 47,6
Electricity income 28,5
Water income 10,5
Other iIncome 134
Grant income 0,00
Total 100,0
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Assessment of Efficiency

Total Expenditure Isajaries as  [Repairs as Bulk Electricity
as Percentage of  |percentage of{Percentage of  [Purchases as
Total | ncome Total Total Percentage of Sales
(Excluding Grants) |Expenditure [Expenditure
123,8% 31,5% 4,3% 66,9%

Margins are low on the electricity service. The salaries and wages bill is not excessive.
Grant income is utilised to subsidise operating expenses.

Assessment of Liquidity

Current Ratio CashTo Accounts Receivable[Total Debt To Total Debt Per
Current Assets [To Total Revenue [Current Revenue |Capita
0,49:1 -46,0% 79,0% 164,0% R928

A substantial amount of working capital is invested in debtors, which causes the
municipality to make use of a short-term loan, that is, an overdraft (R2 390 781,00). This
can also be as a result of inefficiency in management. This municipality is also heavily
burdened with debt, and it would be unwise to seek more debt.

CONCLUSION

Based on the level of budgeted income and the limited institutional capacity in the
municipality, NCO086 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY NCO091 Kimberley TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC091 is situated in district municipality DC9, and has in
its area of jurisdiction the transitional local councils of Kimberley and Ritchie. The city
of Kimberley is the capital of Northern Cape and the seat of the Northern Cape provincial
legislature. Kimberley, however, is best known for its diamond mining activity - the ‘“Big
Hole” is a major international tourist attraction. The city of Kimberley and the town of
Ritchie are surrounded by farming communities that produce a variety of crops, such as
maize and cotton, as well as fruit and vegetables.

Population

The population of NCO091 is the highest among the Category B municipalities in Northern
Cape. In 1996 it comprised 204 263 people (77,5% of the total population in the district
municipality DC9), or 45 153 households. The population of NC091 is larger than the
total population of any of the other three district municipalities in Northern Cape. The
number of registered voters in the service area of NC091 is given as 97 234 (47,6% of the
total population of NC091).

Population to Municipal Employees/Managers Ratios

According to the information provided by the local authorities, the number of municipal
employees in the service area of NC091 totals 1 476; in addition there are nine senior
municipal managers and 29 ‘“other" municipal managers. The population number per
municipal employee of 138 is the lowest among the Category B municipalities in DC9,
while the population number per municipal manager of 5 375 is the highest among the
Category B municipalities in DC9 and the third-highest among Category B municipalities
in Northern Cape. This paradox of adequate municipal staffing but inadequate municipal
managerial capacity in NC091 reflects the shortage of managerial skills, but also
indicates the existence of surplus staff, in particular in the Kimberley municipality.

Institutional and Technical Capacity

NCO091 has m its area of jurisdiction two municipal managers with an average 5,5 years’
experience between them. Neither of the incumbents to the post of municipal manager is
professionally registered; one is female and the other from a previously disadvantaged
community. There is only one incumbent in the post of chief technical officer in the
service area of NC091. The incumbent, who is professionally registered, has 22 years'
experience and is neither a female nor from a previously disadvantaged community.
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There are two transitional local councils in the service area of NC091 - in each case one
of the local authorities (although not necessarily the same one) has specified that the
office equipment, office furniture, and office accommodation available are adequate to
undertake its responsibilities. Given the dominance of Kimberley over the service area of
NCO091, the infrastructure of the administrative operation of NC091 is well-catered for.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act, however, indicates that nothing precludes a local authority from carrying out
these powers and functions in its service area. As far as NC091 is concerned, only some
of these powers and functions are currently carried out, including fire-fighting, municipal
roads, and the promotion of local tourism. The primary responsibility, therefore, as
reflected in the Act, vests in the district municipality. DC9 will assume the service area to
a major extent of the Diamantveld Transitional District Council, together with its human
resources structure and staff complement. The Diamantveld TDC is regarded as the
strongest and most capacitated of the current transitional district councils in Northern
Cape.

Only one of the transitional local councils in the area of jurisdiction of NC091 in each
case supplies electricity, provides water-borne sanitation and operates a water-
distribution network in its service area (not necessarily the same local authority). In each
case the infrastructure to provide the service is regarded as adequate. The local authorities
in the service area of NC091 currently perform other functions, including 15 Schedule 5
functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two incumbents in the post of finance director, one of who is from
a previously disadvantaged community. There are eight managers as well as 208 other

staff members.

Assessment of Revenue Ratios

Total Income [Rates And General |Rates Income ([Trading Services |Economic Services
PerCapita |Income Per Capita [Per Capita Income Per Capita |[Income Per Capitg

R1 381 R591 R302 R621 R1/0

Trading services have earned the most income for the municipality. Income per capita is
acceptable. Rates income is also reasonable. Rates and general services and electricity
income are the two biggest earners of income for the municipality.
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Income Mix As Percentage Of Total
Income
Rates and general income 428
Electricity income 29,3
Water income 149
Other income 10,6
Grant Income 24
Total 100,0

Assessment of Efficiency

Total Expenditure
As Percentage Of

Salaries As Repairs As
Percentage Off Percentage Of

Bulk Water
Purchases As

Bulk Electricity
Purchases As

Total Income Total Total Percentage Of [Percentage Of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
100,5% 28,6% 8,8% 31,3% 60,56%

The municipality is earning good margins water. Bulk electricity purchases represent
60,56% of sales, an indication of high network losses and/or a low markup on electricity,
which could affect the viability of the municipality. The salaries and wages bill is not out
of proportion. Grant income is utilised to subsidise operating expenses.

Assessment of Liquidity

Current Ratio CashTo Accounts Receivable[Total Debt To Total Debt Per
Current Assets [To Total Revenue [Current Revenue |Capita
1371 42,0% 36,0% 45,0% R621

A substantial amount of working capital is invested in debtors, which is lost potential
income from interest. The debt burden is within limits.

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
NCO091 is regarded as a Classification 2 Category B municipality.
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MUNICIPALITY NC092 Barkly-West TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NC092 is situated in district municipality DC9, and has in
its area of jurisdiction the transitional local councils of Barkly-West, Delportshoop and
Windsorton. The service area of NC092 has an interesting agricultural history, combining
ranching, dairies and crop production. The area can roughly be divided into three: a sweet
grassveld area suitable for cattle and sheep, an area served by irrigation canals (an
extension of the Vaalharts system) for cultivation and grazing, and an intensive irrigation
area along the banks of the Vaal River —the fruit and vegetable district.

Population

The population of NC092 is the second largest among the Category B municipalities in
DC9. 1In 1996 it comprised 36 954 people (14% of the total population of DC9), or 7 678
households. The number of registered voters in the NC092 service area is given as 19 340
(52,3% of the total population of NC092).

Population to Municipal Employees/Managers Ratios

In terms of surface area, Northern Cape is the largest province in South Africa; it also has
the smallest population of the provinces and, hence, the population density over much of
Northern Cape is low. According to the information provided by the local authorities, the
number of municipal employees in the service area of NC092 totals 116; in addition,
there are 11 senior municipal managers and 13 “other” municipal managers. The
population number per municipal employee of 319 is the highest among the Category B
municipalities in DC9; however, the population number per municipal manager is the
lowest among the Category B municipalities in DC9. The ratios reflect that NC092 is
endowed with municipal managerial capacity.

Institutional and Technical Capacity

NCO092 has i its service area three municipal managers with an average 10,7 years’
experience between them. One of the incumbents to the post of municipal manager is
registered with an appropriate professional institution. Two of the incumbents are from
previously disadvantaged communities. One of the municipal managers is over the age of
55. There is only one incumbent in the post of chief technical officer - this incumbent,
who is neither a female nor from a previously disadvantaged community, has eight years'
experience.
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There are three transitional local councils in the area of jurisdiction of NC092. In each
case only one of the local authorities (although not necessarily the same one) reported
that the office equipment, office furniture and office accommodation available are
adequate to undertake its responsibilities. Given the extent of the service area of NC092
and the size of the population to be served, the existing infrastructure for the
administrative operation of NC092 could be adequate — this should, however, be
reviewed.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act, however, indicates that a local authority can carry out these powers and
functions in its service area. In the case of NC092 the extent to which district municipal
powers and functions are carried out by the local authority structures is limited to
municipal roads, and the receipt, allocation and distribution of grants. The principal
responsibility, therefore, vests in the district municipality, which is the intention of the
Act. DC9 will assume the service area to a marked degree of the Diamantveld
Transitional District Council, together with its human resources structure and staff
complement. The Diamantveld TDC is regarded as being the strongest and most
capacitated of the transitional district councils in Northern Cape.

There are three transitional local councils in the area of jurisdiction of NC092. In each
case two of the three local authorities (although not necessarily the same two) supply
electricity, provide water-borne sanitation and operate water reticulation to consumers
and communities in their service area. In each case the infrastructure is reported to be
adequate to render the service. The local authorities in the service area of NC092
currently perform other functions, including 12 Schedule 5 functions and eight Schedule
4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has two finance directors with two years' combined experience. There
is one previously disadvantaged person in a finance-director position in this municipality.
Of the finance directors in the municipality, none are registered. There is one manager as

well as 11 other staff members. Both of the managers are newly appointed. Two of the
transitional local councils in NC092 have the capacity to undertake treasury functions.
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Assessment of Revenue Ratios

Rates And
Total Income |General Income |Rates Income [Trading Services [Economic Services
Per Capita [Per Capita Per Capita Income Per Capita [Income Per Capita
R153 R87 R9 R49 R17

Income from trading services is very low. Rates and general services make the greater
contributions to income. The municipality receive substantial grants from government.

Income Mix As Percentage Of Total
Income
Rates and general income 439
Electricity income 155
Water income 16,6
Other income 42
Grant income 19,8
Total 100,0

Assessment of Efficiency

Total Expenditure | gajaries as Repairs as Bulk Water | Bulk Electricity
as Percentage of |percentage off Percentage of | Purchases as Purchases as
Total Income Total Total Percentage of [Percentage of Sales
(Excluding Grants) | Expenditure | Expenditure Sales
185,3% 29,1% 2,1% 82.8% 71,0%

Margins from electricity and water services are low. The salaries and wages bill is
reasonable. Grant income is utilised to subsidise operating expenses.

Assessment of Liquidity

Cash To Current [Accounts Receivable[Total Debt To Total Debt Per
Assets To Total Revenue [Current Revenue |Capita

0,56:1 23,0% 38,0% 122,0% R186

Current Ratio

This municipality does not have sufficient assets to cover its current obligations. The fact
that current assets consist mainly of debtors is an indication that substantial working
capital is tied up in debtors, which has an adverse effect on the liquidity position of the
municipality. Looking at the cash flow from operating activities, it is quite evident that
the municipality is not generating sufficient cash-flow from its operations. This may also
be an indication of inefficiencies in management. Some of these debtors may not be
recoverable and may have to be written off as bad debts. The municipality is already
overburdened with debt, it will not be able to take on more debt finance.

7



CONCLUSION

Based on the level of budgeted income and the institutional capacity in the municipality,
NCO092 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY NCO093 Warrenton TLC

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality NCO093 is situated in district municipality DC9, and has in
its area of jurisdiction the transitional local council of Warrenton. The extent of the
service area of NCO093 is relatively small, and the primary economic activity is
agriculture, in particular the farming of dairy cattle and ostriches.

Population

The population of NC093 is the lowest of the three Category B municipalities in DC9. In
1996 it comprised 22 443 people (8,5% of the total population of the district
municipality), or 5 244 households. The number of registered voters in the service area of
NCO093 is given as 10 384 (46,3% of the total population of NC093).

Population to Municipal Employees/Managers Ratios

In terms of surface area, Northern Cape is the largest province in South Africa; it also has
the smallest population of all the provinces in South Africa and, therefore, the population
density over much of Northern Cape is low. The number of municipal employees in the
service area of NC093, according to information provided, totals 107; in addition, there
are three senior municipal managers and seven “other" municipal managers. The
population number per municipal employee of 210 is the second-highest among the
Category B municipalities in DC9, while the population number per municipal manager
of 2 244 is also the second-highest among the Category B municipalities that comprise
DC9. The ratios reflect a situation atypical of a predominantly agricultural area, where
the municipal structure in the towns is well-staffed.

Institutional and Technical Capacity

NC093 has a female municipal manager with eight years' experience in its service area.
She is not registered with a professional institution. The incumbent to the post of chief
technical officer in the service area of NC093 is newly appointed — the incumbent is
neither female, nor from a previously disadvantaged community. The local authority in
the service area of NCO093, Warrenton, has indicated that the office equipment, office
furniture and office accommodation are adequate to undertake its responsibilities. As a
consequence, the infrastructure requirements for the administrative operation of NC093
have been addressed.
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Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
of the Act, however, indicates that nothing precludes a local authority from carrying out
these powers and functions in its service area. As far as NCO093 is concerned, none of the
powers and functions determined as being the responsibility of district municipalities are
currently being carried out by the local authority in its service area. The entire
responsibility, therefore, vests in the district municipality, DC9. DC9 will assume the
service area, to a marked degree, of the Diamantveld Transitional District Council,
together with its human resources structure and staff complement. The Diamantveld TDC
is regarded as being the strongest and most capacitated of the transitional district councils
in Northern Cape. DC9 should, therefore, have the capability to fulfil the requirements
inherent in the Municipal Structures Act.

The transitional local council in the area of jurisdiction of NC093 supplies electricity to
communities in its service area, and operates a water-reticulation operation for its
consumers. In each case the infrastructure to render the services is regarded as being
adequate. There is, however, no water-borne sanitation service — the infrastructure for
this basic service needs to be addressed. The local authority in the service area of NC093
currently performs other functions, including 18 Schedule 5 functions and 12 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has one unregistered finance director with no relevant experience.
There are no previously disadvantaged persons in a finance-director position in this

municipality. There are two managers as well as eight other staff members.

Assessment of Revenue Ratios

Total Income| Rates General |Rates Income| Trading Services | Economic Services
Per Capita {Income Per Capitg Per Capita |Income Per Capita| Income Per Capita

R560 | R222 R105 R240 R98

Income from trading services is reasonable. Rates and general services also make a fair
contribution to income.

80



Income Mix As Percentage Of Total
Income

Rates and general income 39,7

Electricity income 29,6

Water income 132

Other income 175

Total 100,0
Assessment of Efficiency
Total Expenditure Isajaries As  [Repairs As Bulk Water Bulk Electricity
As Percentage Of  |percentage OfPercentage Of  [Purchases As  [Purchases As
Total Income Total Total Percentage Of  |Percentage Of Sales
(Excluding Grants) |Expenditure [Expenditure Sales

82,7% 47,9% 4,2% 38,5% 48,49,7%

The municipality earns good margins on water and electricity services. The salaries and
wages bill is high.

Assessment of Liquidity
Current Ratio Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita
1,66:1 -6,0% 100,0% 64,0% R356

Substantial working capital is invested in debtors, which has a direct effect on the
liquidity of the municipality. This may be attributed to the inefficiency of management.
Looking at the cash flow from operating activities, it is quite evident that the municipality
Is not generating sufficient cash from its operations.

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
NCO093 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY OF NCO01bl Kathu, Deben areas

INSTITUTIONAL ASSESSMENT
Description of the Area

Cross boundary NCO1bl Category B Municipality is located in CBDC1, NCO01bl is
primarily a cattle and dairy farming area in the northern Cape. The largest concentration
of population is around Kathu and Deben.

Population

NCO01bl is agricultural in nature and consequently not densely populated. In 1996 the
population for the area now comprising NC01b1l was 15 028 people or 4 188 households.
The number of registered voters in the area is 8 254.

Population to Municipal Employees / Manager Ratios

There are 123 employees, 11 senior managers and three other managers. The population
numbers per municipal employee in this area is high at 122 and the number of people per
municipal manager is a reasonable 1 073

Institutional and Technical Capacity

NCO1b1 has 11 senior managers with an average of 14,5 years’ experience. Ten of these
managers are registered with appropriate professional institutions, three are over 55 years
of age, none are females or from a previously disadvantaged community. Regarding
technical managers, there are two with an average of 13,5 years’ service between them.
Vacancy rates for posts are high at 30 despite the good existing levels of capacity.

Within the service area of NC01b1, one local authority indicated that they have adequate
office equipment to undertake their responsibilities, one indicate that their office furniture
is adequate; and one reported adequate office accommodation. There is therefore
adequate infrastructure within the administrative operation of NCO1b1, albeit at one local
authority in the area.

Functions

The range of functions currently carried out in the area includes 13 that would be
performed by a Category C municipality, including bulk sewerage, bulk water, fire
fighting, integrated development planning and tourism.

One transitional local council provides electricity to the communities within its service

area and reports that the electricity supply network is adequate. One of the local
authorities provides water and water-borne sanitation within its service area and indicated
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adequate capacity and infrastructure to do so. The local authorities within NCO01bl
currently perform 12 Schedule 4 functions and 23 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 amongst 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

Rates And
Total Income |General Income |Rates Income [Trading Services [Economic Services
Per Capita [Per Capita Per Capita Income Per Capita [Income Per Capita
R1200 R304 R173 R728 R169

The percentage of grants to total income is low in this rural area. The total income per
capita is only R1200, indicating high economic activity by the population of 15028
people. The rates per capita are R173. Income per household is R4307. Trading services
makes up 61% 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 25,3

Electricity income 46,0

Water income 14,6

Other income 12,7

Grant income 14

Total 100,0
Assessment of Efficiency
Total Expenditure Isajaries As  [Repairs As Bulk Water Bulk Electricity
As Percentage Of  |perce ntage OfPercentage Of  |Purchases As Purchases As
Total Income Total Total Percentage Of  |Percentage Of Sales
(Excluding Grants) |Expenditure [Expenditure Sales

126% 29% 4% 39% 61%

Total Expenditure over Total Income indicates a reliance on Grant Income.
Personnel cost represent 29% of total expenditure, which is the acceptable norm. Margins
for both water and electricity sales are good.
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Assessment of Liquidity

Current Ratio

Cash To

IAccounts Receivable

Current Assets| To Total Revenue

Total Debt To
Current Revenue

Total Debt Per
Capita

2,16:1

82%

21%

57%

R688

Both the current and cash ratios are strong.The Accounts Receivable are well managed
and should be maintained at that level.Debt,however,is high and efforts should be made

for it to be reduced.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of

local functions, NCO1b1 is regarded as a Classification 5 Category B municipality.

85




MUNICIPALITY OF CBLC1 Kuruman area

INSTITUTIONAL ASSESSMENT
Description of the area

Category C municipality CBLCL1 is a largely rural area located in the northwestern part of
the Northern Cape. It includes within its jurisdiction the transitional local council of
Kuruman.

Population

The population of CBLC1 is one of the lowest of the Category B municipalities within
CBDC1. The population of CBLC1 in 1996, comprised of 61 991 people and 13 185
households. The number of registered voters within the area is given as 28 774 (21.5% of
the total population of CBLC1).

Population to Employee / Manager Ratios

According to the information provided there are 186 municipal employees and 7 senior
municipal managers but none of them are from previously disadvantaged backgrounds.
The population number per municipal employee is 3847 while the population number per
manager is 8856.

Institutional and Technical Capacity

There are 7 municipal managers within the local authority with an average of 14.8 years
experience; only 3 are registered with appropriate professional institutions. There are no
females and none of the municipal employees are from previously disadvantaged
backgrounds with 4 employees over the age of 55.

Functions

Category B municipality, CBLC1 will assume the service area, to a substantial extent as
it currently performs other functions such as municipal roads, solid waste disposal,
cemeteries, funeral parlours crematoriums, control of public nuisances, fences, local
amenities, traffic and parking violations. Currently this municipality performs 17
schedule 5 functions as well as 10 schedule 4 functions. The municipality has the
capacity to perform all the functions
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FINANCIAL ASSESSMENT
Assessment of Financial Human Resource Capacity

This municipality does have an experienced Director of finance, although not registered
with a professional institution and near retirement age. There is a lack of senior finance
staff but the support staff seems trained to tackle the finance functions of the
Municipality.

Assessment of Revenue Ratios

Rates And
Total Income [General Income |Rates Income [Trading Services  |[Economic Services
Per Capita [Per Capita Per Capita Income Per Capita [Income Per Capita
R443 R134 R65 R227 R82

The number of households appears sufficient to sustain the Municipality. However, the
big rural base with low-income levels may force the Municipality to be dependant on
grants in the short to medium term. It also depends on where we place certain functions,
as trading service income can, make a huge difference to the revenue base.

Income Mix As Percentage Of Total
Income
Rates and general income 30,3
Electricity income 443
Water income 70
Other income 18,1
Grant income 0,3
Total 100,0

Assessment of Efficiency

Total Expenditure |sajaries As  [Repairs As Bulk Electricity
As Percentage Of  |percentage OfPercentage Of  [Purchases As
Total Income Total Total Percentage Of Sales
(Excluding Grants) |Expenditure [Expenditure
106% 37% 8% 51%

Salaries make up a substantiall amount of the total expenses and should be
reduced.Electricity margins are good.Overall the expenses should be reduced in order not
to be reliant on Grant Income.

Assessment of Liquidity

Cash To |Accounts Receivable] Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita

0441 -2% 21% 62% R277

Current Ratio
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The current and cash ratios are weak and have to be improved.Revenue collections
appear to be well managed.Debt levels are too high and have to be reduced.

CONCLUSION

Based on the level of budgeted income and the modest capacity to undertake the range of
local functions, CBLCL1 is regarded as a Classification 4 Category B municipality.
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CBLC7 Hartswater /Jan Kempdorp Area

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B Municipality CBLC7 is situated within the district municipality DC9 and has
within its area of jurisdiction the transitional local councils of Hartswater and Jan
Kempdorp. The service area of CBLC7 falls both within the North West Province and
the Northern Cape; however, both the transitional local councils are within the Northern
Cape. CBLC7 is situated in the heart of the Vaalharts Water Scheme, the largest
irrigation scheme in the Southern Hemisphere. It supplies 1 250 intensively irrigated
farms, 80% of which are within a radius of 16 kilometres of the town of Hartswater. A
wide variety of agricultural produce is generated including lucerne, cotton, maize, wheat,
groundnuts, grapes, citrus fruit and pecan nuts.

Population

The population of CBLC7 comprised in 1996 of 57 323 people (17,6% of the total
population within DC9) or 13 322 households. The number of registered voters in the
area is given as 24 420 (42,6% of the total population of CBLC7).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities the number of municipal
employees within the service area of CBLC7 totals 207; in addition there are 7 senior
municipal managers and 2 other municipal managers within the existing local authority
structures. The population number per municipal employee is 277 while the population
number per municipal manager is 6 369. The ratios raise a concern regarding the
adequacy of the existing municipal managerial capacity to address the needs of the
communities within CBLC7.

Institutional and Technical Capacity

Category B Municipalty CBLC7 has within its area of jurisdiction two municipal
managers with an average of 22,5 years’ experience between them; both the incumbents
are registered with an appropriate professional institution. Neither of the incumbents to
the post of municipal manager is a female or from a previously disadvantaged
community; one of the incumbents is over the age of 55. There is only one incumbent in
the post of Chief Technical Officer. The incumbent, who has 11 years experience but is
not professionally registered, is neither female or from a previously disadvantaged
community.  There is municipal managerial capacity, both administrative and technical,
within the service area of CBLC7. In addition to the concern regarding the adequacy of
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the municipal managerial capacity is the question of the transformation of local
government within the service area of the Category B municipality.

There are two transitional local councils within the area of jurisdiction of CBLC7; both
indicated that the office equipment and office furniture available is adequate to undertake
their responsibilities. Only one of the local authorities reported the existence of adequate
office accommodation within its operation. Nevertheless, CBLC7 is well positioned in
terms of infrastructure for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions determined for a district municipality within its
own service area. The local authorities within the service area of CBLC7 are not
currently involved in any of the powers and functions listed in Section 84(1) of the Act.
As a consequence, the entire responsibility vests in the district municipality, as was
envisaged by the Act. DC9 will assume the service area, to a marked degree of the
Diamantveld Transitional District Council together with its manpower structure and staff
complement.  The Diamantveld TDC is regarded as the most capacitated of the
transitional district councils within the Northern Cape and hence DC9 should have the
capability to fulfil the responsibilities of a district municipality as outlined in the
Municipal Structures Act.

There are two transitional local councils within the area of jurisdiction of CBLC7; both
operate a water reticulation network within their service areas the infrastructure of which
in each case is adequate. One of the local authorities provides consumers within its
service area with water borne sanitation, the infrastructure of which is adequate to render
the service. One of the local authorities supplies electricity to communities within its
service area; however, the electricity supply network is not adequate. There are,
therefore, still some basic service delivery infrastructure backlogs within the service area
of CBLC7 that need to be addressed. The local authorities within the service area of
CBLC7 currently perform other functions including 20 Schedule 5 functions and 10
Schedule 4 functions.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There is within this district council region only one registered financial director with six
years experience. There are only two staff members who report to twenty-three line
managers. The staff needs training in certain areas to fulfill the accounting functions of
the District Council and also the lack of support staff needs to be addressed.

Assessment of Revenue Ratios

Rates And
Total Income |General Income |Rates Income [Trading Services [Economic Services
PerCapita |PerCapita Per Capita Income Per Capita (Income Per Capita
R544 R182 R48 R328 R35

The area is mainly agricultural and therefore sparsely populated.The per capita income is
low and presently no rates income is derived from farm land.

Income Mix As Percentage Of Total
Income

Rates and general income 334

Electricity income 329

Water income 17,7

Other income 14,0

Grant Income 2,0

Total 100,0
Assessment of Efficiency
Total Expenditure |sajaries As  [Repairs As Bulk Water Bulk Electricity
As Percentage Of  |percentage OfPercentage Of  [Purchases As  [Purchases As
Total Income Total Total Percentage Of  |Percentage Of Sales
(Excluding Grants) |Expenditure [Expenditure Sales

99% 32% 4% 45% 54%

If revenues are well collected there will hardly be a need for grants as income very

marginally exceed expenses.Salaries are reasonable and should be managed

downwards.Repairs seem low and may burden the finances of the structure in later years
either with costly repair bills or outright replacements.Debt is too high and ought to be

reduced.

Assessment of Liquidity

Current Ratio Cash To |Accounts Receivablel| Total Debt To Total Debt Per
Current Assets| To Total Revenue |Current Revenue Capita
1,07:1 5% 41% 51% R280
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The current and cash ratios are weak and should be improved by better collections and
credit control. Accounts receivable are too long outstanding. Debt is too high and must
be reduced.

CONCLUSION

Based on the level budgeted income and the modest level of institutional capacity,
CBLCY7 is regarded as a Classification 4 Category B municipality.
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NW1lal — Mothibistad Area

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B municipality NW1al is situated within the district municipality CBDC1 and
consists of a large primarily rural population known as the Batlharos area. It is not
currently serviced by any municipal structure and hence service delivery will be the
entire  responsibility of the Category C municipality, in conformance with the
requirements of the Municipal Structures Act, Act 117 of 1998.

Population
The population of NW1al comprised in 1996 of 95 268 people (52,77% of the total

population of CBDC1) or 16 141 households. The number of registered voters in the area
is given as 33 048 (34,7% of the total population within NW1al).

Functions

As noted above there is no municipal structure within the service area of NWlal; as a
consequence the entire responsibility wvests in the district municipality CBDCL.
However, since this is a newly established entity, much reliance will be placed on the
existing local authority structures within the Northern Cape Province that are part of
CBDCL1 (in particular the transitional local council of Kuruman).

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There is only one registered director of finance with much experience at the district
council. Only one line manager has six staff reporting to him. The staff has adequate
training in all financial issues that are needed to fulfill the financial/administration
functions of the district council.

Assessment of Revenue

Levy income 40% and grant income 7% of total income mainly contribute the total
income per capita of R197.00 for the District Council.
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Assessment of Efficiency

Total Income as a %
of Total
Expenditure

Salaries as a % of
Total Exp

Repairs as a % of
Total Exp

Trading services
GP%

170%

29%

13%

35%

The salaries and wages contribute to 29% of total expenses, which is below the average

norm in the industry. Repairs contributed to 13% of total expenses. The Gross Profit on

the trading services contributed to 35%.

Assessment of Liquidity
Cash/
Current Ratio Current Assets Acc Rec/ Income Debt Per Capita
13.65:1 19% 115% R86.00

The District Council has a fairly good current ratio. It has debtors outstanding of R41

million and cash at bank of R5.6 million. This clearly reflects that there is a major

problem of debt collection. The management of the debtors must be investigated and

vastly improved controls must be instituted.

CONCLUSION

NW1al will require a new municipal structure to be established and is therefore regarded
as a Classification 6 Category C Municipality.
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