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MUNICIPALITY EC101 (Graaff-Reinet)

INSTITUTIONAL ASSESSMENT
Description of the Area

The category B municipality EC101 is situated within the district municipality DC10 and
has within its area of jurisdiction the Transitional Local Councils of Aberdeen, Graaff-
Reinet and Nieu-Bethesda. Graaff-Reinet has within its municipal area a number of
historical buildings that have been restored to their original condition and hence are a
major tourist attraction. The service area of EC101 is, however, primarily an agricultural
region with stock farming (cattle, sheep and goats) as well as ostrich farming, being the
primary economic activity.

Population

The population of EC101 is the fourth largest of the nine Category B municipalities
within DC10. In 1996, it comprised 45 417 people (12,5% of the total population of
DC10) or 9 389 households. The number of registered voters in the area is given as 17
196 (37,9% of the total population of EC101).

Population to Municipal Employees / Manager Ratios

According to the information provided by local authorities, the number of municipal
employees within the service area of EC101 is 420. In addition there are two senior
municipal managers and three other municipal managers within the Category B
municipality.  The population number per municipal employee of 108 is the second
lowest among the Category B municipalities within DC10. The population number per
municipal manager of 9 083 reflects the need to address substantial areas within this
category B municipality, which have inadequate municipal management structures.

Institutional and Technical Capacity

EC101 has two municipal managers with an average of 9,5 year’s experience between
them. Both incumbents to the post of municipal manager are registered with an
appropriate professional institution. One of the incumbents to a municipal manager post
is a female. In the technical section EC101 has no incumbents occupying the post of
Chief Technical Officer.  While EC101 has a reasonable population to municipal
employee ratio, the ratio of population to municipal management reflects a dearth of
municipal managerial capacity given the size of the Category B municipality.

As noted above, there are three Transitional Local Councils within the area of jurisdiction
of EC101. Of these three local authorities, one reports that the office equipment within
their operation is adequate. One reports adequate office furniture and two indicate that



the office accommodation available to them is adequate. Consequently, EC101 is not
adequately provided for in terms of administrative infrastructure and consideration should
be given to a capital programme to address this situation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and powers exercised by a Category C municipality. Section 84(3) of the
Act indicates that nothing precludes a local authority from carrying out the functions and
powers determined for district municipalities. In the case of EC101, these functions are
limited to municipal roads for the district area. The Category C municipality, DC10, will
assume the service area, to a substantial extent, of the Western Transitional District
Council together with that entity’s human resources structure and staff complement. The
Western Transitional District Council is well established and capacitated.

Only one of the three transitional local councils within the service area of EC101 supplies
electricity to communities within its service area. This local authority reported that the
electricity supply network within its operation is adequate. Two of the three local
authorities within EC101 operate a water distribution network, the infrastructure of which
in each case is regarded as being adequate. Only one of the local councils within EC101
provides consumers within its area with water-borne sanitation; again the infrastructure is
adequate. Where there is basic service delivery, the infrastructure is adequate. The local
authorities within  EC101 currently perform other functions including 18 Schedule 5
functions and 10 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The municipal area currently has a qualified, registered finance director with 26 year’s
experience. In addition there are three managers and 18 staff members spread across the
existing municipalities trained to run the finance department. There are, however, five

vacancies.

Assessment of Revenue

Rates General |Rates Economic
Total Income Per|income Per Income Trading Services  [Services Income
Capita Capita Per Capita |Income Per Capita |Per Capita
R3, 084.00 R 170 R 170 R2 066 R462

The revenue base is derived from a population of 45 417 people. Total income per capita
is high with income from trading services being the major revenue-generating source at
over 45% of total income. Accordingly, dependency on grants is relatively low at 0,2%



of total income. The inclusion of the rural areas has a minor adverse effect on the income
per capita.

Income as a Percentage of Total
Income
Rates and general income 18.0
Electricity income 25.5
Water income 34.9
Other income 21.4
Grant income 0.2
Total 100.0

Assessment of Efficiency

. . Bulk Water Bulk -
Exp as a % of Total Income|Salaries asa [Repairs as a Electricity
Purchases as
(Ex Grants) % of Exp % of Exp Purchases as
a % of Sales
a % of Sales
148% 20% 2% 2% 84%

As expenditure exceeds income excluding grants, grant resources are being utilised to
fund operating costs, which could impact on service delivery. Salaries at 20% of total
expenditure are acceptable, while repairs and maintenance appears to be reasonable in
relation to total expenditure.

Assessment of Liquidity

Current Net Cash to Acc Recto Total (Total Debtto [Total Debt Per
Ratio Current Assets |Revenue Total Revenue |Capita
1,21 68% 14% 47% R1 453

The current ratio is weak although the cash position appears strong.It seems that current
liabilities are quite in relation to the cash available. Credit control seems to be very
efficient as the Accounts Receivable ratio at only 14% is strong .

CONCLUSION

Based on the level of budgeted income and institutional capacity in the municipality,
EC101 is regarded as a Classification 2 Category B municipality in terms of the Board’s
proposals.

MUNICIPALITY EC102 (Somerset East)




INSTITUTIONAL ASSESSMENT
Description of the Area

The category B municipality EC102 is situated within the district municipality DC10 and
has within its area of jurisdiction the transitional local councils of Somerset East,
Cookhouse and Pearston. The service area of EC102 is a rich pastoral and agricultural
region with stock and game farming being the principal economic activity. The towns
within EC102 play a key role as commercial centres for the farming communities that
surround them.

Population

The population of EC102 is the fourth smallest of the Category B municipalities within
DC10. In 1996, it comprised 34 384 people (9,5% of the total population within DC10)
or 8 003 households. The number of registered voters in the area is given as 15 483
(45,0% of the total population of EC102).

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 EC102 is 317. In addition there are 14 senior
municipal managers and 17 other municipal managers within the existing local authority
structures. The population number per municipal employee of 108 is the second lowest
among the Category B municipalities within DC10.  The population number per
municipal manager of 1 109 is the second lowest among the Category B municipalities
within DC10. Both from a municipal staffing and a municipal managerial perspective,
therefore, EC102 is well catered for.

Institutional and Technical Capacity

EC102 has two municipal managers with an average of 13 years’ experience between
them; one of the incumbents is registered with an appropriate professional institution.
One incumbent in the post of municipal manager comes from a previously disadvantaged
background; another is over the age of 55. The situation in technical management within
EC102 is that there are three incumbents to the post of Chief Technical Officer, with an
average of 17 years’ experience between them. None of the technical post incumbents is
professionally registered, none is a female or from a previously disadvantaged
background; however, one is over the age of 55.

Of the three local authorities within EC102, two reported adequate office equipment,
while all three reported adequate office furniture and office accommodation available.
EC102 is therefore adequately provided for infrastructure for its administrative operation.



Functions

A number of powers and functions are currently being carried out by the local authorities
within the service area of EC102, including bulk sewerage, bulk supply of electricity and
water, fire fighting, integrated development planning, municipal health and solid waste
disposal. The district municipality, DC10, with responsibility for EC102 will assume the
service area (to a substantial extent) of the Western Transitional District Council,
together with its human resources structure and staff complement.  The Western
Transitional District Council is well established and capacitated.

Two of the three Transitional Local Councils within the area of jurisdiction of EC102
supply communities with electricity, water-borne sanitation and a water supply network.
Except in the case of one of the local authorities providing water-borne sanitation, the
infrastructure in place is adequate. The local authorities within EC102 currently perform
other functions including 16 Schedule 5 functions and 10 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Three directors of finance are currently employed, one of whom is registered. In addition,
three managers with 13 treasury support staff are also available and, depending on the
level of expertise of the managers. The capacity should be adequate for this proposed

municipality.

Assessment of Revenue

Rates General |Rates Economic
Total Income Per|{lncome Per Income Trading Services  [Services Income
Capita Capita Per Capita |Income Per Capita |Per Capita
R619 R 148 R 55 R 415 R 56

Trading services income is the major revenue-generating source. Income from rates is
limited and the reason for this low indicator stems from the large rural area that is not
ratable at present.

Income as a Percentage of Total
Income
Rates and general income 23.8
Electricity income 58.5
Water income 8.7




Other income 0.6
Grant income 8.4
Total 100.0

Assessment of Efficiency

Exp as a % of . . Bulk Water Bulk Electricity
Salaries as a % |Repairs as a %
Total Income of Ex of Ex Purchases as a [Purchases as a %
(Ex Grants) b P % of Sales of Sales
140% 42% 7% 4% 52%

Grant funds are currently utilised to cover operating expenditure, which could impact in
the service delivery. Repairs appear reasonable in comparison to total expenditure.
addition, significant margins are contributed by trading services, improving the financial
stability of the structure.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC102 is regarded as a Classification 5 Category B municipality.

MUNICIPALITY EC103 (Jansenville)




INSTITUTIONAL ASSESSMENT
Description of the Area

The category B Municipality EC103 is situated in district municipality DC10 and has
within its area of jurisdiction the transitional local councils of Klipplaat and Jansenville.
The service area of EC103 is primarily agricultural in nature with stock farming, in
particular sheep and goats, being the main economic activity. The towns play a key role
as commercial centres for the farming communities that surround them.

Population

The population of EC103 is the smallest of the nine Category B municipalities within
DC10. In 1996 it comprised 10 517 people (2,9% of the total population within DC10) or
2 328 households. The number of registered voters in the area is given as 4 560 (43,4%
of the total population of EC10).

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 EC103 totals 62; in addition there are six senior
municipal managers within the current local authority structures. The population number
per municipal employee of 170 is the third highest among the Category B municipalities
within DC10. The population number per municipal manager of 1 753 is the fourth
lowest among the Category B municipalities within DC10. In this regard there appears to
be no need to augment the municipal managerial capacity available within DC10.

Institutional and Technical Capacity

Category B municipality EC103 has two municipal managers with an average of 7,5
years’ experience between them; neither is registered with an appropriate professional
institution.  One of the incumbents in the municipal manager post comes from a
previously disadvantaged background and one is a female. The situation in terms of
technical management within EC103 is that there are three technical incumbents (one in
the post of chief technical officer and the other two public works managers), with an
average of 18 years’ experience between them. None of the incumbents in technical
management is professionally registered; none is a female or from a previously
disadvantaged community.

There are two transitional local councils within the area of jurisdiction of EC103. Both
local authorities report that office equipment, office furniture and office accommodation
are adequate to fulfil their responsibilities. EC103 is therefore well catered for in
infrastructure for its administrative operation.

Functions



The powers and functions currently being carried out by local authorities within the
service area of EC103 include bulk sewerage, bulk supply of water, municipal health,
municipal roads and solid waste disposal. The district municipality, DC10, will assume
the service area, to a substantial extent, of the Western Transitional District Council
together with its human resources structure and staff complement. The Western
Transitional District Council is well established and capacitated.

Both transitional local councils within EC103 supply electricity to communities within
their service area; one of the local authorities indicated that the electricity supply network
is not adequate. Only one of the local authorities within the area of jurisdiction of EC103
provides consumers with water-borne sanitation but notes that the infrastructure to
provide the service is not adequate. Both local authorities operate water distribution
networks and in both cases the infrastructure is adequate to deliver the service. The local
authorities within EC103 currently perform other functions including 17 Schedule 5
functions and eight Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The human resources capacity in this municipality is inadequate with only one
unregistered director of finance with 12 years’ experience.

Assessment of Revenue

Rates General Trading Services |[Economic
Total Income Per|income Per Rates Income |Income Per Services Income
Capita Capita Per Capita Capita Per Capita
R200 R70 R8 R120 R10

This structure is responsible for a fairly small population of 10 517 people. This would
expectedly impact on income streams as evidenced by the dependency on grant income at
24,5% of total income. Although electricity income does contribute 48% to total income,
margins achieved are below expected norms.

Income as a Percentage of Total
Income
Rates and general income 29.8
Electricity income 22.9




Water income 9.9
Other income 12.9
Grant income 24.5
Total 100.0

Assessment of Efficiency

Exp as a % of . o, |REpAirs as a % Bulk Water Bulk Electricity
Total Income g?:;:'es asa % of Purchases as a |Purchases as a %
(Ex Grants) P Exp 0% of Sales of Sales

112% 40% 1% 0% 76%

Salaries make up a substantial portion of the expenditure bill. The repairs and
maintenance expenditure appears to be too low which may burden the structure in future
as it attempts to cope with running repairs or the need to replace items because of the lack
of ongoing maintenance. In addition the 24% margin attributed to electricity sales is
relatively low.

Assessment of Liquidity

Current NetCashto  |Acc Recto Total Debtto [Total Debt Per
Ratio Current Assets(Total Revenue |[Total Revenue |Capita
2.3:1 93% 1033 6691% R13,385

The municipality has a strong current ratio but a large portion of funds is committed in
investments, possibly trust funds for specific projects. While some cash resources are
available, there are huge levels of debt. In addition, credit control needs to be tightened
as debt levels are high, and the right financial management resources are required to
ensure this.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC103 is regarded as a Classification 6 Category B municipality.

MUNICIPALITY EC104 (Grahamstown)
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INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC104 is situated within the district municipality DC10 and
has within its area of jurisdiction the transitional local councils of Riebeeck-East,
Grahamstown and Alicedale. Grahamstown is the dominant entity within EC104, being
within easy reach by road of the two major cities of the Eastern Cape, East London (180
kilometres by road) and Port Elizabeth (130 kilometres). It is well known as a cultural
Mecca with the annual Arts Festival being internationally renowned. The city is also
home to Rhodes University and is the headquarters of the SANDF in the Eastern Cape.
The service area of EC104 is, however, primarily agricultural in nature with sheep and
cattle farming being predominant.

Population

The population of EC104 is the largest of the Category B municipalities within DC10. In
1996 it comprised 76 182 people (21,0% of the total population within DC10) or 16 292
households. The number of registered voters in the service area of EC104 is given as 39
236 (51,5% of the total population of EC104).

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 EC104 totals 570. In addition there are eight senior
municipal managers and 15 other municipal managers within the existing municipal
structures.  The population number per municipal employee of 134 is the third lowest
among the Category B municipalities within DC10.  The population number per
municipal manager of 3 312 is the fourth highest among Category B municipalities
within DC10 and reflects the extent of the concentration of population within the
Grahamstown municipal area.

Institutional and Technical Capacity

Category B municipality EC104 has three municipal managers with an average of 19
years’ experience between them, two of whom are registered with an appropriate
professional institution. One of the incumbents is female and one is over the age of 55.
In terms of technical management within EC104 there are two technical incumbents (in
the posts of chief technical officer and city electrical engineer), with an average of 16
years’ experience between them, both registered with an appropriate professional
institution. ~ Neither of the incumbents within the technical area is female or has a
previously disadvantaged background.  While the population number per municipal
manager is quite high, it is clear that EC104 is well endowed with capable administrative
and technical managerial capacity.

11



All three local authorities report that the office equipment and office furniture available is
adequate. Two of the three local councils indicated that the office accommodation
available to them is adequate. Consequently, EC104 appears well catered for in terms of
infrastructure for its administrative operation.

Functions

In the case of EC104, the district municipality powers and functions carried out by local
authorities within its service area are limited to the imposition and collection of taxes,
levies and duties, integrated development planning, municipal health, municipal roads
and the receipt, allocation and distribution of grants. The district municipality, DC10,
will assume the service area, to a substantial extent, of the Western Transitional District
Council together with its human resources structure and staff complement. The Western
District Council is well established and capacitated.

All three transitional local councils of EC104 operate a water distribution network, the
infrastructure of which is adequate. Only one of the local authorities within EC104
supplies electricity to communities within its service area; the local authority concerned
reported that the electricity supply network is adequate. Again, only one of the local
authorities within  EC104 provides consumers with water-borne sanitation and the
infrastructure to provide the service is adequate. Where basic services are delivered,
therefore, the infrastructure is adequate. The local authorities within EC104 currently
perform other functions including 21 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There is an experienced director of finance/treasurer with five senior managers in this
municipality. There are also 37 treasury support staff. The Grahamstown Transitional

Local Council constitutes the bulk of this.

Assessment of Revenue

Economic
Total Income |Rates General Rates Income Trading Services [Services Income
Per Capita (Income Per Capita [Per Capita  |Income Per Capita [Per Capita
R 845 R 318 R 145 R 440 R 86

Ovwerall, this structure relies on grant income at 5,2% of total income. Given the
relatively large population of 76 182, the fact that some residents are not being supplied
with water and electricity directly by this municipality negatively influences the trading
services per capita revenue. Rates income is however higher than the category average.
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Income as a Percentage of Total
Income
Rates and general income 37.7
Electricity income 37.3
Water income 14.8
Other income 5.0
Grant income 5.2
Total 100.0

Assessment of Efficiency

Exp as a % of . i Bulk Water Bulk Electricity
Salaries as a % |Repairs as a %
Total Income of Ex of Ex Purchases as a |Purchases as a
(Ex Grants) P P %% of Sales % of Sales
103% 40% 7% 3% 48%

Total expenditure exceeds income excluding grants, thus indicating that grant funds are
utilised to cover operating costs. In addition, the salaries bill appears to be a large portion
of this, which may impact on the structure’s ability to provide effective services to the
community.  Although one would expect municipalities to fully recover all costs in
providing electricity services, a 52% margin as realised here is above the accepted
norm(40%) for this service.

Assessment of Liquidity

With a reasonable income base and strong credit control, this structure should be able to
effectively manage its cash flow. Although there is no cash on hand, the lower accounts
receivable figure would seem to indicate that recoverability of debtors is not a concern.
There may, however, be an opportunity to increase debt levels, making funds available
for future development of the area but this would depend on the municipality’s ability to
manage cash flow effectively. It should be noted that in the short term some existing,
smaller, rural councils are financially unsound.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC104 is regarded as a Classification 4 Category B municipality.

MUNICIPALITY EC105 (Port Alfred)
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INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC105 is situated within the district municipality DC10 and
has within its area of jurisdiction the transitional local councils of Bathurst, Alexandria,
Kenton-on-Sea and Port Alfred and the local council of Seafield. EC105 is situated
along the coastline of the Eastern Cape; Port Alfred in particular has undergone rapid
development as a tourist venue. Both Port Alfred and Kenton-on-Sea have become
popular for retirement. There is some agricultural activity within EC105 in particular the
raising of cattle and the cultivation of pineapples.

Population

The population of EC105 is the third largest of the nine Category B municipalities within
DC10. In 1996, it comprised 47 526 people (13,1% of the total population within DC10)
or 11 673 households. The number of registered voters in the area is given as 27 191
(57,2% of the total population of EC105).

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 EC105 totals 338; in addition there are 25 senior
municipal managers and 26 other municipal managers within the current municipal
structures. The population number per municipal employee of 141 is the third lowest
among the Category B municipalities within DC10.  The population number per
municipal manager of 932 is the lowest among the Category B municipalities within
DC10. EC105 is therefore well endowed with municipal managerial capacity.

Institutional and Technical Capacity

Category B municipality EC105 has five municipal managers with an average of nine
years’ experience among them. Four of the incumbents are registered with an appropriate
professional institution.  Three of the incumbents in the municipal manager post have a
previously disadvantaged background and one of them is a female. In terms of technical
management, there are four technical incumbents (three in the post of Chief Technical
Officer and one town Engineer), with an average of 12 years’ experience between them;
none of the incumbents is registered with an appropriate professional institution. One of
the incumbents in the technical management posts has a previously disadvantaged
background and two are over the age of 55.

All five local authorities indicate that the office equipment and office furniture available
is adequate for their operational needs. Three of the local authorities report that the office
accommodation available is adequate. Consequently, the infrastructure within EC105
appears adequate for its administrative operation.
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Functions

Many of the powers and functions allocated to district municipalities are currently carried
out by local authorities within EC105. These include bulk sewerage, bulk supply of
water, fire fighting, integrated development planning, municipal health, municipal roads
and solid waste disposal. What is also significant is that a number of these activities are
carried out by more than one local authority within EC105 (up to four in some cases).
Not much involvement is therefore required from the district municipality, DC10, to fulfil
the requirements of the Municipal Structures Act.

All five local authorities within EC105 supply electricity to communities; in all cases the
electricity supply network is adequate. Again, all five local authorities operate a water
distribution network; however, one of the local authorities has reported that the
infrastructure is not adequate. Four of the five local authorities provide their consumers
with water-borne sanitation and in all four cases the infrastructure to render the service is
adequate. The local authorities within EC105 currently perform other functions including
26 Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Four directors of finance/treasurers, three of whom are registered professionally, are
currentty employed, with a combined 27 years’ experience. Two managers with 26
treasury staff are also available, and the capacity should be adequate for this proposed
municipality.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita |Income Per Capita
R 779 R 444 R 221 R 261 R 75

Overall, this structure has limited reliance on grant income, as evidenced by the low grant
to total income ratio. It should be noted that while rates and trading services income
exceed the category average, in total income levels are slightly down on average.

Income as a Percentage of Total
Income
Rates and general income 57.0
Electricity income 22.0
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Water income 11.5
Other income 4.4
Grant income 51
Total 100.0

Assessment of Efficiency

Exp as a % of Bulk Water Bulk Electricity
Total Income Purchases as a |Purchases as a
(Ex Grants) 0% of Sales % of Sales

100% 43% 4% 24% 55%

Salaries as a % |Repairs as a %
of Exp of Exp

While the repairs and maintenance expenditure appears reasonable, a significant
proportion of funds is attributable to salaries. This will have to be monitored as a priority
as it could mpact the structure’s ability to provide effective services. This may be
compounded by the fact that some grant income is required to cover operating expenses.
Electricity currently contributes a margin in excess of the accepted norm of 40%.

Assessment of Liquidity

Current Net Cash to Acc Recto Total[Total Debt to Total Debt Per
Ratio Current Assets [Revenue Total Revenue |Capita
3.31 53% 51% 35% R 272

Strong financial liquidity exists in this area and potential financial problems should be
absorbed. Cash resources are available and debt levels are not unacceptable. The
structure may, however, need to focus on the recovery of outstanding debtors as well as
improved credit control procedures in the medium term.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC105 is regarded as a Classification 4 Category B municipality.

MUNICIPALITY EC106 (Kirkwood)

16



INSTITUTIONAL ASSESSMENT
Description of the Area

The category B Municipality EC106 is situated within the district municipality DC10 and
has within its area of jurisdiction the Transitional Local Councils of Kirkwood and
Paterson.

Population

The population of EC106 is the fifth largest of the nine Category B municipalities within
DC10. In 1996 it comprised of 43 663 people (11,8% of the total population within
DC10) or 9 480 households. The number of registered voters in the area is given as 20
076 (45,98% of the total population of EC106).

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 EC106 totals 102; in addition there are seven senior
municipal managers and two other municipal managers within the municipality. The
population number per municipal employee of 428 is the highest among the nine
Category B municipalities within DC10.

The population number per municipal manager of 4 851 reflects the need to address the
substantial areas within this category B municipality which have inadequate municipal
management structures.

Institutional and Technical Capacity

Category B municipality EC106 has two municipal managers with an average of 1,5
years’ experience, neither of whom is registered with an appropriate professional
institution.  Both the incumbents are from a previously disadvantaged background.

In terms of technical management within EC106, there is one technical incumbent, with
no experience, who is not registered with an appropriate professional institution. The
incumbent is from a previously disadvantaged background.

There are two Transitional Local Councils within EC106. Only one of these local
authorities indicates that the office equipment and office accommodation available is
adequate to undertake their responsibilities (not necessarily the same local authority in
each case). Neither of the local authorities reports the availability of adequate office
furniture. ~ Consequently, some attention will need to be given to upgrading the
infrastructure for the administrative operation of EC106.

Functions
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Some powers and functions are currently carried out by the local authorities within the
service area of EC106 including fire fighting, integrated development planning,
municipal health, municipal roads and solid waste disposal. The primary responsibility,
however, vests in the district municipality. In this regard, DC10 will assume to a marked
degree, the service area of the Western Transitional District Council together with its
human resource structure and staff complement. The Western TDC is regarded as being
well capacitated.

One of the local authorities within EC106 supplies electricity to communities in its
service area and the electricity distribution network is adequate. Only one of the local
authorities within EC106 operates a water reticulation network; however, the
infrastructure is inadequate to render the service. There is no water-borne sanitation
service rendered by either of the local authorities within EC106. The local authorities
within EC106 currently perform other functions including 15 Schedule 5 functions and 8
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Two directors of finance/town treasurers are available with an average of 6,5 years’
experience between them. There is no middle management staff available within treasury;,

however eight inexperienced but financially trained staff are employed.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita [Income Per Capita
R 157 R 47 R 23 R 96 R 14

The Total Income per capita is low as are all the other income categories .

Income as a Percentage of Total
Income
Rates and general income 29.7
Electricity income 41.5
Water income 19.7
Other income 9.1
Total 100.0

Assessment of Efficiency
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0,
Exp asa % Of o4 es as a % |Repairs as a %
Total Income | .- of Ex
(Ex Grants) P i
78% 34% 5%

The salaries bill is slightly above the norm (30%) and needs to be monitored closely
.Repairs at 5% appear reasonable.

Assessment of Liquidity

Current Acc Recto Total[Total Debt to Total Debt Per
Ratio Revenue Total Revenue |Capita
0.11 3% 81% R 128

The current ratio is low and will result in the Municipality having difficulty to meet its
liabilities timeously.The Total Debt to Total Revenue is disproportionately high.

CONCLUSION

Based on the level of budgeted income and low institutional capacity within the
municipality, EC106 is regarded as a Classification 6 Category B municipality.

MUNICIPALITY EC107 (Willowmore)

19



INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC107 is situated within the district municipality DC10 and
has within its area of jurisdiction the Transitional Local Councils of Willowmore and
Steytlerville. The service area of EC107 is sparsely populated and the primary economic
activity is agriculture, cattle, sheep, goats and ostriches are raised within the region. The
towns within EC107 play a key role as commercial centres for the farming communities
that surround them.

Population

The population of EC107 is the second lowest of the Category B municipalities within
DC10. In 1996 it comprised 15 113 people (4,2% of the total population within DC10) or
3 112 households. The number of registered voters in the area is given as 6 053 (40% of
the total population of EC107).

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 EC107 totals 101; in addition there are eight senior
municipal managers and four other municipal managers within the current municipal
structures. The population number per municipal employee of 150 is the fourth highest
among the Category B municipalities within DC10.  The population number per
municipal manager of 1 259 is the third lowest among the Category B municipalities
within DC10 — in this regard there appears to be no need to augment either the municipal
staff or the municipal managerial capacity available within EC107.

Institutional and Technical Capacity

Category B municipalty EC107 has within its area of jurisdiction two municipal
managers with an average of 22,5 years’ experience between them, both of whom are
registered with an appropriate professional institution.  Neither of the incumbents is a
female or comes from a previously disadvantaged background. There is one incumbent
in the post of the Chief Technical Officer who has 18 years’ experience. The incumbent,
who is not professionally registered, is over the age of 55 and is a member of a previously
disadvantaged community. While there appears to be adequate managerial capacity, both
from an administrative and technical perspective, there is a concern about succession
planning in the technical managerial area.

There are two Transitional Local Councils within EC107. In each case one of the local
authorities (not necessarily the same one) reports that the office equipment, office
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furniture and office accommodation are adequate to undertake its responsibilities. Given
the size of the population, this may be an adequate administrative infrastructure.

Functions

In the case of EC107 functions are limited to the bulk supply of water. The primary
responsibility therefore vests in the district municipality (as is provided for in the Act).
The district municipality concerned, DC10, will assume the service area (to a substantial
extent) of the Western Transitional District Council together with its human resource
structure and staff complement. The Western Transitional District Council is well
established and capacitated.

Only one of the Transitional Local Councils within EC107 supplies electricity to
communities but reported that the electricity supply network is not adequate. One of the
local authorities provides consumers with water-borne sanitation and also reported that
the infrastructure to render the service is not adequate. Neither local authority operates a
water distribution network. The local authorities within EC107 currently perform other
functions including 17 Schedule 5 functions and 10 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

While an experienced treasurer is currently working within this municipal area, senior
financial staff members are non-existent, and only four financially trained staff members

are employed.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita (Income Per Capita [Income Per Capita
R 390 R 160 R 46 R 205 R 25

Although this structure receives above category average income from trading services, in
total, income is below the average. In addition the structure is reliant on grant income at
18,2% of total income.

Income as a Percentage of Total
Income
Rates and general income 41.1
Electricity income 24.9
Water income 13.6
Other income 2.2
Grant income 18.2
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| Total | 1000 |

Assessment of Efficiency

Exp as a % of Bulk Water Bulk Electricity
Total Income Purchases as a |Purchases as a

(Ex Grants) %6 of Sales % of Sales
119% 51% 7% 24% 58%

Salaries as a % |Repairs as a %
of Exp of Exp

The expense base seems to exceed revenue excluding grants quite significantly, which
further illustrates the reliance on grant income. The expense attributable to salaries forms
a large proportion of the total expenses. Revenue generated by means of electricity sales
is the primary contributor to income at an above average margin of 42%.

Assessment of Liquidity

Current Net Cash to Acc Recto Total Debt to Total[Total Debt Per
Ratio Current Assets [Total Revenue|Revenue Capita

2.82:1 -10% 28% 11% R 45

This structure has a good current ratio but no cash resources. Although all the
Transitional Rural Councils making up the new structure have cash resources available,
one of the Transitional Local Councils combined into the new structure does have an
overdraft. Overall, considering the low debt levels and relatively small amount of funds
tied up in debtors, it may be unlikely that this structure will require additional funding. In
addition, an opportunity may be present that could see additional funds raised for long-
term use and allocated to the further development of this area.

CONCLUSION

Based on the level of budgeted income and the institutional capacity within the
municipality, EC107 is regarded as a Classification 6 Category B municipality.

22



MUNICIPALITY EC108 (Jeffrey’s Bay)

INSTITUTIONAL ASSESSMENT
Description of the Area

The category B municipality EC108 is situated within the district municipality DC10 and
has within its area of jurisdiction the Transitional Local Councils of Patensie, Hankey,
Humansdorp, Jeffrey's Bay and St Francis Bay. The service area of EC108 borders on
the metro of Port Elizabeth in the east and is primarily focused on the tourist facilities
available in Jeffiey’s Bay and St Francis Bay on the coastline. However, further inland
agriculture is the primary economic activity (sheep and cattle farming).

Population

The population of EC108 is the second largest of the nine Category B municipalities
within DC10. In 1996, it comprised 61 818 people (17% of the total population within
DC10) or 14 388 households. The number of registered voters in the area is given as 30
708 (49,4% of the total population of EC108).

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 EC108 totals 656; in addition there are 17 senior
municipal managers and 18 other municipal managers within the existing municipal
structures. The population number per municipal employee of 94 is the lowest among the
nine Category B municipalities within DC10. The population number per municipal
manager of 1 766 is the fifth highest among the Category B municipalities within DC10 —
nevertheless there appears to be no need to augment the municipal managerial capacity
available within EC108.

Institutional and Technical Capacity

Category B municipality EC108 has five municipal managers with an average of 12
years’ experience between them; four of the incumbents are registered with an
appropriate professional institution.  Three of the incumbents in the municipal manager
post come from a previously disadvantaged background and one is a female; in addition
one incumbent is over the age of 55. In terms of technical management within EC108
there are four incumbents in the post of Chief Technical Officer; all of these incumbents,
who have an average of 6,75 years’ experience between them, are professionally
registered. None of the incumbents is a female or from a previously disadvantaged
community.

Of the five Transitional Local Councils within EC108, three indicate that the office
equipment available is adequate to fulfil their responsibilities; three report that the office
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furniture available is adequate; while two report that their office accommodation is
adequate.  Given the limited extent of EC108, the available infrastructure should be
adequate for the administrative operation of the Category B municipality.

Functions

A number of functions are currently undertaken by local authorities within EC108,
including fire fighting, integrated development planning, municipal health and municipal
roads. The primary responsibility therefore vests in the district municipality (as provided
for in the Act). The district municipality concerned (DC10) will assume the service area,
to a substantial extent, of the Western Transitional District Council together with its
human resources structure and staff complement.  The Western Transitional District
Council is well established and capacitated.

Three of the five Transitional Local Councils within EC108 provide consumers with
water-borne sanitation and in each case the infrastructure is adequate to render the
service. Three of the local authorities operate water distribution networks the
infrastructure  of which in each case is adequate. Only one of the local authorities
supplies electricity to communities and it reports that the electricity supply network is
adequate. Where local authorities within EC108 provide basic services, the infrastructure
is adequate. The local authorities within EC108 currently perform other functions
including 27 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The area currently has three qualified registered finance directors with 57 years’
combined experience. In addition, there are presently two managers and 39 staff spread

across the transitional local councils trained to function in the finance department.

Assessment of Revenue

Rates General
Total Income |Income Per Rates Income [Trading Services |Economic Services
Per Capita (Capita Per Capita (Income Per Capita {Income Per Capita
R1 258 R469 R308 R542 R247

This structure is not overly reliant on grant income and has a revenue base big enough to
sustain the municipality. In addition, it seems well placed to generate revenue from
alternative means, as income exceeds the category averages in all instances.
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Income as a Percentage of Total
Income
Rates and general income 37.3
Electricity income 31.8
Water income 11.3
Other income 18.6
Grant income 1.0
Total 100.0

Assessment of Efficiency

Exp as a % of . i Bulk Water Bulk Electricity
Salaries as a % |Repairs as a %
Total Income of Ex of Ex Purchases as a |Purchases as a
(Ex Grants) P P %% of Sales % of Sales
104% 34% 7% 23% 49%

The expense base comprises a considerable percentage of funds spent in order to generate
income.  Electricity currently contributes a 51% margin, well in excess of the accepted
norm of 40% and water sales generate a 77% margin. The expenditure attributable to
salaries, repairs and maintenance is acceptable although the need for infrastructure
maintenance may increase repairs and maintenance costs in the medium term.

Assessment of Liquidity

Current Net Cash to IAcc Rec to Total[Total Debt to Total Debt Per,
Ratio Current Assets [Revenue Total Revenue [Capita
0.58:1 18% 35% 83% R1,043

The current and cash ratios are weak and will result in the Municipality not being able to
meet its financial obligations.Debtors collections are reasonably good ,which indicates
that the entity should broaden or increase its revenue base in order to generate more
cash.Total Debt is also high in relation to the revenue base.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC108 is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY EC109 (Joubertina)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC109 is situated within the district municipality DC10 and
has within its area of jurisdiction the Transitional Local Councils of Joubertina and
Kareedouw. The town of Joubertina is situated in the heart of the Langkloof, on the
national road from Port Elizabeth to Cape Town. The service area of EC109 extends
along the southern Cape coast and is fairly sparsely populated. The area is well known
for its fruit production.

Population

The population of EC109 is the third lowest of the nine Category B municipalities within
DC10. In 1996, it comprised 28 965 people (8% of the total population within DC10) or
7 121 households. The number of registered voters in the area is given as 12 308 (42,5%
of the total population of EC109).

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 EC109 totals 71. In addition, there are five senior
municipal managers within the current municipal structures. The population number per
municipal employee of 408 is the second highest among the Category B municipalities
within DC10. The population number per municipal manager of 5 793 is the second
highest among the Category B municipalities within DC10, in this regard there appears to
be a need to augment both the municipal staffing and the municipal managerial capacity
available within EC109.

Institutional and Technical Capacity

Category B municipality EC109 has two municipal managers with an average of 18,5
years’ experience between them; one of the mcumbents is registered with an appropriate
professional institution.  Neither of the incumbents is a female or from a previously
disadvantaged community. In terms of technical management within EC109, there is one
technical incumbent in the post of chief technical officer with four years’ experience,
who is not registered with an appropriate professional institution, but is from a previously
disadvantaged background. On the surface the senior managerial capacity, both from an
administrative and technical perspective, appears to be adequate.

26



Both the Transitional Local Councils of EC109 report that the office furniture, office
equipment and office accommodation available is adequate to fulfil their responsibilities.
Consequently the infrastructure of the administrative operation of EC109 is in place.

Functions

In the case of EC109 functions are limited to municipal health and the receipt, allocation
and distribution of grants. The primary responsibility for undertaking the powers and
functions therefore vests in the district municipality as envisaged in the Municipal
Structures Act. The district municipality concerned, DC10, will assume the service area,
to a substantial extent, of the Western Transitional District Council, together with its
human resources structure and staff complement. The Western TDC is well established
and capacitated.

Both the Transitional Local Councils of EC109 supply electricity to communities within
their service area and provide their consumers with water-borne sanitation and a water
distribution network. In all cases the infrastructure is adequate. The local authorities
within EC109 currently perform other functions including 21 Schedule 5 functions and
16 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Two financial managers are available, one of whom is registered. However, there is no
senior financial management staff.  Support staff members are trained in the various

financial disciplines, but the overall capacity is fragile.

Assessment of Revenue

Total

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

Per Capita |Income Per Capita |Per Capita  |{Income Per Capita (Income Per Capita
R271 R214 R41 R28 R30

On average this structure does rely on grant income, which constitutes 34,5% of total
income. In addition, the structure seems able to generate its own revenue via alternative
sources. The area also has extensive forests that are currently used by the forest industry
and are not rateable. Should this property become rateable, the revenue that is generated
could change the income base of the municipality.
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Income as a Percentage of Total
Income
Rates and general income 55.0
Electricity income 1.1
Water income 8.9
Other income 0.5
Grant income 34.5
Total 100.0

Assessment of Efficiency

Exp as a % of

Salaries as a %

Repairs as a %

Bulk Water

Bulk Electricity

otal Income urchases as a [Purchases as a

Total | of Ex of Ex Purch Purch

(Ex Grants) P P % of Sales % of Sales
113% 40% 2% 58% 72%

It should be noted that expenses exceed income excluding grants by a significant margin,
meaning grant income is utilised to cover operating expenditure. Although electricity
sales make up a very small portion of total income, it should be noted that margins are
well below the accepted 40% norm.

Assessment of Liquidity
Current Net Cash to Acc Recto TotalTotal Debt to Total Debt Per
Ratio Current Assets [Revenue Total Revenue |Capita

17,4:1 69% 23% 4% R12

Both the current and cash ratios are strong and debtors are not too long outstanding .Debt
levels are very low .

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC109 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC121 (ldutywa)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B Municipality EC121 is situated within the district municipality DC12
and has within its area of jurisdiction the Transitional Local Councils of Willowvale and
Idutywa. The service area of EC121 is located within the former Transkei. Agriculture
is the primary economic activity within EC121.

Population

The population of EC121 is the third largest of the eight Category B municipalities within
DC12. In 1996, it comprised 254 430 people (15,3% of the total population within
DC12) or 50 594 households. The number of registered voters in the area is given as 74
101 (29,1% of the total population of EC121).

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 EC121 totals 65; in addition there are five senior
municipal managers and three other municipal managers within the current municipal
structures.  The population number per municipal employee of 3 914 is the highest
among the eight Category B municipalities within DC12 as is the population number per
municipal manager of 31 804. The service area of EC121 is predominantly rural in
nature with the towns providing commercial centres for the rural communities that
surround them. Consequently the existing municipal structures are small and the both the
staffing and managerial capacity limited.

Institutional and Technical Capacity

Category B municipality EC121 has two municipal managers with an average of 3,5
years’ experience between them; one of the incumbents is registered with an appropriate
professional institution.  Both the incumbents are from a previously disadvantaged
background. There is no technical managerial capacity located within the service area of
EC121.

Of the two Transitional Local Councils, one of the local authorities (not necessarily the
same one in each case) indicates that the office equipment, office furniture and office
accommodation available is adequate. Although the population to be served is relatively
large, the extent of EC121 is such that the infrastructure available within EC121 should
be adequate to support its administrative operation.
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Functions

A number of powers and functions are currently being carried out by the local authorities
within EC121, including bulk sewerage, bulk supply of water, fire fighting and solid
waste disposal. The primary responsibility remains that of the district municipality as
specified by the Municipal Structures Act. The district municipality concerned, DC12,
will assume the service area, to a marked degree, of the Amatola Transitional District
Council, together with its human resources structure and staff complement. The Amatola
TDC is regarded as being the strongest of the transitional district councils within the
Eastern Cape.

Of the two Transitional Local Councils within EC121, one supplies electricity to
communities within its service area, one provides consumers with water-borne sanitation
and one operates a water distribution network (not necessarily always the same local
authority). In each case, however, the service delivery infrastructure to render the service
is adequate. The local authorities within EC121 currently perform other functions
including 16 Schedule 5 functions and eight Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

Three directors of finance/treasurers are currently employed, none of whom is registered.
Two managers with three treasury staff are also available; accordingly the management
capacity appears adequate for this proposed municipality. The personnel are not,
however, adequately trained in the various financial disciplines needed to take the
municipality forward on a secure footing.

Assessment of Revenue

Total

Income Rates General Rates Income [Economic Services

Per Capita |[Income Per Capita [Per Capita  |Income Per Capita
R58 R56 R54 R2

The per capita income ratios are all very low primarily as a result of the agricultural
nature of the economy.Should agricultural land become ratable in future,the income
ratios will increase substantially.

Income as a Percentage of Total
Income
Rates and general income 97.1
Other income 0.4
Grant income 2.5
Total 100.0

30



Assessment of Efficiency

0,
Exp asa % 0f oo es asa % Repairs as a %
Total Income | .- of Ex
(Ex Grants) P P
17% 29.% 28%

The salaries bill is reasonable but the repairs total is very high, mainly as a result of the
rural nature of the locality.
Assessment of Liquidity

Current ratio  |ancc Recto Total[Total Debtto  [Total Debt Per
Revenue Total Revenue |Capita
0,771 5% % R4

The current ratio is very weak and needs to be improved in order for the structure to meet
its obligations normally. The Total Debt at R999 352 is relatively low.

CONCLUSION

Based on the level of budgeted income and low institutional capacity within the
municipality, EC121 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC122 (Butterworth)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC122 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Ngamakwe,
Butterworth and Centane. The service area of EC122 falls within the former Transkei;
Butterworth is the second largest municipal area within the former Transkei. The town of
Butterworth flourished during the apartheid years as a consequence of industries being
drawn to the town by the decentralization benefits offered. Since 1994, however, many
of the factories have closed with a resultant growth in unemployment. Butterworth has
also been subjected to considerable political upheaval over the past five years which has
had a negative impact on the efficacy of the municipal operation. Centane and
Ngamakwe are both small towns with limited municipal structures.

Population

The population of EC122 is the second largest of the Category B municipalities within
DC12. In 1996 it comprised 290 881 people (17,5%of the total population within DC12)
or 59 822 households. The number of registered voters in the area is given as 104 210
(35,8% of the total population of EC122).

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 EC122 totals 538. In addition, there are nine senior
municipal managers and two other municipal managers within the current municipal
structures. The population number per municipal employee of 541 is the fourth lowest
among the Category B municipalities within DC12.  The population number per
municipal manager of 26 444 is the second highest among the Category B municipalities
within DC12. The ratios reflect the extent of the rural population within EC122 and the
limited size of the municipal structures except in the case of Butterworth.

Institutional and Technical Capacity

Category B municipality EC122 has three municipal managers with an average of six
months” experience; none of these incumbents is registered with an appropriate
professional institution. Two of the incumbents in the municipal manager post come
from a previously disadvantaged background and one is a female. The incumbent in the
post of Chief Technical Officer has two years’ experience, is not professionally
registered, and is from a previously disadvantaged background.
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Of these three local authorities, two indicate that the office equipment available is
adequate to undertake their responsibilities; one local authority reports that the office
furniture available is adequate, and one local authority (not necessarily the same one)
indicates that office accommodation is adequate within its operation.  Although the
population to be served within EC122 is high, the extent of the Category B municipality
with its focus on Butterworth, indicates that the infrastructure is likely to be adequate for
the administrative operation of EC122.

Functions

In the case of EC122 the majority of the designated powers and functions of district
municipalities are carried out by local authorities within the Category B municipality, in
particular by Butterworth. Nevertheless, some assistance will be needed from the district
municipality, in this case, DC12. DC12 will assume the service area, to a marked degree,
of the Amatola Transitional District Council together with its human resources structure
and staff complement. The Amatola TDC is regarded as the strongest within the Eastern
Cape being well capacitated.

Of the three Transitional Local Councils within EC122, one local authority supplies
communities within its service area with electricity, one provides consumers within with
water-borne sanitation and one operates a water distribution network (not necessarily the
same local authority). It is reported that while the water distribution network in place is
adequate, the infrastructure in the cases of the electricity supply and the sanitation service
IS not adequate. The local authorities within EC122 currently perform other functions
including 19 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This proposed municipality lacks the human resource capacity to ensure successful
delivery. In addition, current personnel are not trained in the various financial disciplines

needed to take the municipality forward.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services [Economic Services

Capita Capita Per Capita |Income Per Capita (Income Per Capita
R148 R118 R21 R16 R14

Although it appears that the average income derived from grants is reasonable when
compared to other municipalities, the percentage of grant to total income is still very
high. Rates income is below average owing to the rural nature of the area, which has a
population of 290 881. The number of unemployed people totals 31 897 and the creation
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of job opportunities will have a positive effect on the municipality’s future revenue. Once
again, the distribution of electricity by the municipality can make an enormous difference
to the revenue base if it is well managed. The loss of industry in this area to
neighbouring East London is a great concern as it impacts on municipality’s revenue
base.

Income as a Percentage of Total
Income
Rates and general income 59.9
Water income 10.2
Other income 0.7
Grant income 29.2
Total 100.0

Assessment of Efficiency

Exp as a % of Total
Income (Ex Grants)

Salaries as a % of
Exp

Repairs as a % of
Exp

Bulk Water Purchases
as a % of Sales

132%

S51%

9%

32%

As llustrated above, expenditure is serviced to a large extent by grant income. In
addition, salary expenses constitute a large portion of the total expenditure. Repairs
expenditure is very low but may grow in future as the need for infrastructure is addressed.

Assessment of Liquidity
Current NetCashto |Acc Recto Total [Total Debtto [Total Debt Per
Ratio Current Assets|Revenue Total Revenue |Capita

1.41:1 7% 89% 69% R102

While in a liquid position, substantial funds are tied up in debtors, although limited cash
resources are available. This municipality will probably require financial assistance in the
short to medium term.

CONCLUSION

Not withstanding the level of budgeted income, the capacity constrains indicate that
EC122 should be regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC123 (Komga / Kei Mouth)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC123 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Komga and Kei
Mouth. This is a sparsely populated area with agriculture as its primary activity. Kei
Mouth is situated on the coast and the area is best known for its holiday resorts. Further
inland within EC123, agriculture is the primary activity; the town of Komga acts as
commercial centre to the farming communities within the vicinity.

Population

The population of EC123 is the second lowest of the Category B municipalities within
EC12. In 1996 it comprised 40 116 people (2,4% of the total population within EC12) or
8 413 households. The number of registered voters in the area is given as 18 001 (44,9%
of the total population of EC123).

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 EC123 totals 38; in addition there are five senior
municipal managers and five other municipal managers within the current municipal
structures. The population number per municipal employee of 1 056 is the third highest
among the Category B municipalities within EC123. The population number per
municipal manager of 4 012 is the second lowest among the Category B municipalities
within DC12; nevertheless there is a need to augment the municipal managerial capacity
available within EC123.

Institutional and Technical Capacity

Category B municipalty EC123 has within its area of jurisdiction two municipal
managers with an average of 11 years’ experience between them; neither of the
incumbents is registered with an appropriate professional institution.  Further, neither of
the incumbents is female or from a previously disadvantaged background. In terms of
technical management, there is one incumbent in the post of chief technical officer — the
individual has 26 years’ experience but is not registered with an appropriate professional
institution.  The incumbent is also not a female nor from a previously disadvantaged
community.
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Neither of the two Transitional Local Councils within the service area of EC123 has
adequate office equipment available to it; however, one of the local authorities reports
adequate office furniture availability and one of the local authorities indicates adequate
office accommodation within its operation (not necessarily the same local authority).
There does, however, appear to be a lack of infrastructure to support the administrative
operation of EC123.

Functions

No powers and functions are carried out within EC123 and hence the responsibility is
vested in the district municipality entirely (as provided for in the Municipal Structures
Act). The district municipality concerned, DC12, will assume the service area, to a
marked extent, of the Amatola Transitional District Council together with its human
resources structure and staff complement. The Amatola TDC is regarded as the strongest
of the transitional district councils within the Eastern Cape and is well capacitated.

Neither of the Transitional Local Councils within EC123 is involved in the supply of
electricity to its community. One of the local authorities provides consumers within its
service area with water-borne sanitation and one of the local authorities operates a water
distribution network (not necessarily the same local authority). In each case, however,
the infrastructure to render the service is reported as being inadequate. The local
authorities within EC123 currently perform other functions including 15 Schedule 5
functions and eight Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

No financial human resource capacity exists in this municipality, nor is staff trained in
financial management. The treasurer will require assistance in order to develop the

overall capacity required to operate effectively.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services

Capita Capita Per Capita (Income Per Capita
R39 R27 R11 R11

The Total Income per capita is very low as the area is mainly rural. The Municipality will
always be reliant on Grant Income untii more own income is generated.Should
agricultural land be rated in future, the Total Income per capita will increase.
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Income as a Percentage of Total

Income
Rates and general income 56.0
Other income 3.1
Grant income 40.9
Total 100.0

Assessment of Efficiency

Exp as a % of Total
Income (Ex Grants)

Salaries as a % of
Exp

Repairs as a % of
Exp

189%

15%

48%

The Municipality hardly generates own income and will therefore be reliant on Grant
Income.The salaries bill is reasonable but ,because of the rural nature of the area, repairs
are relatively high.

Assessment of Liquidity
Current NetCashto |Acc Recto Total [Total Debtto [Total Debt Per
Ratio Current Assets|Revenue Total Revenue |Capita

3,39:1 83% 10% 17% R7

The current ratio is strong and so is the cash position .The Total Debt per capita is also
low.

CONCLUSION

Based on the level of budgeted income and low institutional capacity within the
municipality, EC123 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC124 (Stutterheim / Cathcart)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC124 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Cathcart, Kei Road,
Stutterheim and Keiskammahoek. The service area of EC124 is primarily an agricultural
region, cattle and sheep farming being the primary activities although the Stutterheim
area is also known for its timber (a large sawmill has been constructed near the town).

Population

The population of EC124 is the fifth largest of the Category B municipalities within
DC12. In 1996 it comprised 139 099 people (8,4% of the total population within DC12)
or 29 521 households. The number of registered voters in the area is given as 62 273
(44,8% of the total population of EC124).

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 EC124 totals 199. In addition, there are 17 senior
municipal managers and one other municipal managers within the existing local authority
structures. The population number per municipal employee of 699 is the fourth highest
among the Category B municipalities within DC12, as is the population number per
municipal manager of 7 728. In this regard there appears to be a need to augment the
municipal managerial capacity available within EC124.

Institutional and Technical Capacity

Category B municipality EC124 has four municipal managers with an average of 10,5
years’ experience between them; one of the incumbents is registered with an appropriate
professional institution. Two of the incumbents are females. In terms of technical
management within EC124 there are two incumbents to the post of Chief Technical
Officer with an average of eight years’ experience between them. One incumbent is
professionally registered; neither is a female or from a previously disadvantaged
community, but one is over the age of 55. While there is administrative managerial
capacity within EC124, this is not the case within the technical area.

Three of the four local authorities indicate that the office equipment available is adequate
to undertake their responsibilities; two of the local authorities have reported that the
office furniture available is adequate; and two have expressed satisfaction with the
adequacy of office accommodation within their operation.  Given the size of the
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population to be served and the extent of the Category B municipality, it appears that
adequate infrastructure is in place for the administrative operation of EC124.

Functions

Local authorities within the service area of EC124 are currently carrying out no powers
and functions. The entire responsibility, therefore, is placed on the district municipality,
as provided for in the Municipal Structures Act. The district municipality concerned,
DC12, will assume the service area, to a marked extent, of the Amatola Transitional
District Council together with its human resources structure and staff complement. The
Amatola TDC is regarded as the strongest of the transitional district councils within the
Eastern Cape and is well capacitated.

Three of the Transitional Local Councils within EC124 supply electricity to
communities; one of the local authorities concerned has reported that the -electricity
supply network is inadequate. Only two of the four local authorities within EC124
provide consumers within their service area with water-borne sanitation, and one of these
local authorities has indicated that the infrastructure is not adequate to render an effective
service. All of the local authorities operate a water distribution network, the
infrastructure of which is adequate to render the service in three of the local authorities
concerned. The local authorities within EC124 currently perform other functions
including 21 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

While EC124 does have four treasurers with a combined experience of 21 years, they are
not registered. There are 14 other staff members, but no senior financial staff members

and no vacancies.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita (Income Per Capita
R102 R50 R12 R41 R11

Although the grant income is below average compared with other municipalities of
similar income levels, a substantial portion of total income is derived from grants. Rates
are also just below the category average for this municipality, owing to the rural nature of
the area. Investment income is well below average, indicating low investments and a tight
revenue Versus expenses operation.

39



Income as a Percentage of Total
Income
Rates and general income 38.9
Electricity income 29.1
Water income 11.2
Other income 1.7
Grant income 19.1
Total 100.0

Assessment of Efficiency

Exp as a % of . i Bulk Water Bulk Electricity
Salaries as a % |Repairs as a %
Total Income of Ex of Ex Purchases as a [Purchases as a %
(Ex Grants) P P %% of Sales of Sales
116% 41% 7% 6% 50%

As suggested earlier, grant income is required to assist in covering operating expenses.

Salaries comprise a high percentage of total expenditure.
percentage of total expenses.

expense in the medium term.

Assessment of Liquidity

Repairs form an acceptable
The need for infrastructure will, however, increase this

Current Net Cash to Acc Recto Total Debtto | Total DebtPer
Ratio Current Assets | Total Revenue | Total Revenue Capita
3,111 29% 63% 31% R32

Current ratios reflect stability in the short term. As revenue is tied up in debtors and an
overdraft position exists, cash flow problems may arise, as the conversion of current
assets to immediate cash is unlikely. Revenue recovery is a major problem and credit
control procedures must be implemented to ensure that liquidity is maintained.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC124 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC125 (East London)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC125 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of King William’s
Town and East London. Situated at the mouth of the Buffalo River on South Africa’s
south east coast, Fast London is one of the nation’s principal harbours and one of the big
five industrial centres in the country. Industry covers a wide range and includes many
national and international companies. The King Wiliam’s Town municipal area includes
the former Ciskei areas in the vicinity including Bisho, the capital of Eastern Cape and
seat of the provincial legislature, and the industrial centre of Dimbaza.

Population

The population of EC125 is the largest of the eight Category B municipalities within
DC12. In 1996 it comprised 674 403 people (40,6% of the total population within DC12)
or 158 834 households. The number of registered voters in the area is given as

34 5304 (50,7% of the total population of EC125).

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 EC125 totals 3 930; in addition there are 15 senior
municipal managers and 88 other municipal managers within the Category B
municipality.  The population number per municipal employee of 172 is the second
lowest among the Category B municipalities within DC12. The population number per
municipal manager of 6 548 is the fourth lowest among the Category B municipalities
within DC12. The ratios reflect a situation that occurs on a regular basis throughout the
Eastern Cape — a lack of managerial capacity.

Institutional and Technical Capacity

Category B municipality EC125 has two municipal managers with an average of 11
years’ experience between them, one of whom is registered with an appropriate
professional institution.  One of the incumbents is from a previously disadvantaged
background. There are two incumbents to the post of Chief Technical Officer within the
service area of ECI125, one of whom has 20 years’ experience; the other is newly
appointed.  Neither of the incumbents is professionally registered, a female or from a
previously disadvantaged community; one of the incumbents is over the age of 55. There
IS therefore municipal managerial capacity, both from an administrative and technical
capacity within the service area of EC125.
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Both local authorities report that the office equipment and office furniture available is
adequate to undertake their responsibilities. However, only one of the Transitional Local
Councils indicates that the office accommodation available is adequate. Nevertheless the
infrastructure for the administrative operation of EC125 is adequate.

Functions

In the case of EC125 a number of powers and functions are carried out including
municipal health, municipal roads and the promotion of local tourism. The primary
responsibility, however, vests in the district municipality. DC12 will assume the service
area, to a marked extent, of the Amatola Transitional District Council together with its
human resources structure and staff complement. The Amatola TDC is regarded as being
the strongest of the transitional district councils within the Eastern Cape and hence well
capacitated.

Both Transitional Local Councils of EC125 supply electricity provide water-borne
sanitation and operate water reticulation networks within their service area. Only one of
the local authorities indicated that the electricity supply network within its operation is
inadequate; otherwise all the infrastructure requirements for basic service delivery have
been met.  The local authorities within EC125 currently perform other functions
including 25 Schedule 5 functions and 15 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

EC125 has two experienced treasurers, 12 senior financial staff, and, according to
information supplied, 344 other staff, as well as 133 vacancies. This municipality has

experienced financial managers with trained senior staff who can fulfil financial duties.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita |Income Per Capita
R959 R367 R171 R476 R116

This municipality does not rely on grant income. Rates income as well as total income
appears to be well above average. The potential for revenue generation is higher than
average since some industries from the East London area are included here. The huge
number of unemployed people numbers 100 030, and the creation of further job
opportunities will have a positive effect on the municipality’s revenue in future.
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The positive side of this proposed municipality is the fact that the East London
surrounding areas and existing municipalities (excluding East London TLC) now have
improved income ratios.

Income as a Percentage of Total
Income
Rates and general income 38.2
Electricity income 34.7
Water income 8.0
Other income 5.0
Grant income 14.1
Total 100.0

Assessment of Efficiency

Exp as a % of Bulk Water Bulk Electricity
Total Income Purchases as a [Purchases as a
(Ex Grants) 0% of Sales %% of Sales

117% 28% 8% 38% 69%

Salaries as a % |Repairs as a %
of Exp of Exp

Salaries only comprise a small portion of total expenditure. Repairs and maintenance
costs seem small but some of the included municipalities’ repairs comprise over 50% of
their total expenditure. At 31% the electricity margin appears at the lower end of the
margin scale. Water sales, however, result in an acceptable margin although its overall
contribution to total income is much smaller.

Assessment of Liquidity
Current Net Cash to Acc Recto Total Debt to Total[Total Debt Per
Ratio Current Assets [Total Revenue [Revenue Capita

0.81:1 21% 35% 64% R618

The current ratio is weak even though the cash position is positive .Debtors seem to be
reasonably well managed. Debt appears to be very high. It seems that the Municipality
has to generate more own income that could be turned into cash .

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC 125 is regarded as a Classification 1 Category B municipality.
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MUNICIPALITY EC126 (Peddie)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC126 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Peddie and
Hamburg. The town of Hamburg is situated on the coast and also has as a tourist
attraction some 18 kilometres of navigable river. Peddie is a small town functioning as a
commercial centre for the farming communities that surround it.

Population

The population of EC126 is the third lowest of the Category B municipalities within
DC12. In 1996 it comprised 93 997 people (5,7% of the total population within DC12) or
20 757 households. The number of registered voters in the area is given as 42 955
(45,7% of the total population of EC126).

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 EC126 totals 34; in addition there are five senior
municipal managers within the existing local authority structures.  The population
number per municipal employee of 2 765 is the second highest among the Category B
municipalities within DC12. The population number per municipal manager of 18 799 is
the third highest among the Category B municipalities within DC12. The ratios reflect a
situation atypical of a primarily rural region of small towns with limited municipal
structures. A particular shortcoming is the inadequacy of municipal managerial capacity.

Institutional and Technical Capacity

Category B municipality EC126 has two municipal managers with an average of 7,5
years’ experience between them, neither of whom is registered with an appropriate
professional institution.  One of the incumbents is from a previously disadvantaged
background. In terms of technical management with EC126, there is one incumbent with
16 years’ experience in the post of Chief Technical Officer. The incumbent, who is not
professionally registered, is a female.

Both local authorities report that the office equipment and office accommodation
available to them are inadequate to fulfil their responsibilities. One of the local
authorities indicated that the office furniture available is adequate. There is therefore a
need to address the shortcomings in the administrative infrastructure of EC126.
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Functions

In the case of EC126 the local authorities within their service areas currently carry out no
powers and functions. The entire responsibility therefore devolves upon the district
municipality as envisaged by the Municipal Structures Act. DC12 will assume the
service area, to a marked extent, of the Amatola Transitional District Council together
with its human resources structure and staff complement. The Amatola TDC is regarded
as the strongest of the transitional district councils within the Eastern Cape and hence is
well capacitated.

Neither of the local authorities within the service area of EC126 provides their
communities with electricity, water-borne sanitation or a water reticulation service.
Consequently, there is an extensive basic service delivery infrastructure backlog within
EC126 that needs to be addressed. The local authorities within EC126 currently perform
other functions including 11 Schedule 5 functions and six Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

While two financial directors/treasurers are available, the experience level appears low.
With no senior financial staff and only one other staff member to perform the supporting

treasury functions of the council, capacity is lacking.

Assessment of Revenue

Total Rates General

Income Per (Income Per [Rates Income

Capita Capita Per Capita
R15 R14 R3

This municipality’s income is almost totally reliant on grants at 64,6% of total income.
These grants will probably have to be used to provide housing and services. No
electricity is supplied by this structure and water makes up a very small portion of total
income.

Income as a Percentage of Total
Income
Rates and general income 31.0
Water income 2.8
Other income 1.6
Grant income 64.6
Total 100.0
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Assessment of Efficiency

Exp as a % of . 0 i o, [BUlk Water

Total Income g?:g:'es asa % Sfeé’i'rs asa% Purchases as a

(Ex Grants) P P % of Sales
421% 37% 4% 886%

Salaries appear to be normal when compared to total expenditure. Repairs and
maintenance figures appear reasonable, but should increase in time as the need to
maintain infrastructure escalates.

Assessment of Liquidity

NetCashto  |acc Recto Total Debt to Total Debt Per
Current Ratio[Current Assets ITotal Revenue [Total Revenue  |Capita
5.3911 61% 30% 33% R5

Based on available information, this structure appears to be in a poor liquidity position.
Although the cash position looks positive, the current ratio indicates a substantial amount
of current liabilities. It seems that this structure will experience cash flow problems.

CONCLUSION

Based on the level of budgeted income and low institutional capacity within the
municipality, EC126 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC127 (Fort Beaufort)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC127 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Fort Beaufort, Alice,
Middeldrift and Seymore, and the Hogsback Local Council. The town of Alice is best
known for the University of Fort Hare; many of its academics are resident in Fort
Beaufort, some 18 kilometres away. The service area of EC127 is primarily agricultural
in nature.

Population

The population of EC127 is the fourth largest of the eight Category B municipalities
within DC12. In 1996 it comprised 145 287 people (8,7% of the total population within
DC12) or 29 114 households. The number of registered voters in the area is given as 65
982 (45,4% of the total population of EC127).

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 EC127 totals 298; in addition there are 25 senior
municipal managers and 14 other municipal managers within the Category B
municipality. The population number per municipal employee of 488 is the third lowest
among the Category B municipalities within DC12.  The population number per
municipal manager of 3 725 is the second lowest among the Category B municipalities
within DC12. The service area of EC127 is primarily agricultural in nature but has a
number of towns, two of which in particular have established well staffed municipal
structures.

Institutional and Technical Capacity

Category B municipality EC127 has four municipal managers with an average of 5,5
years’ experience between them, three of whom are registered with an appropriate
professional institution. Three of the incumbents come from a previously disadvantaged
background and one is a female. In terms of technical management, there are five
incumbents to the post of Chief Technical Officer with an average of 17 years’
experience between them, one of whom is registered with an appropriate professional
institution. None of the incumbents is a female or comes from a previously
disadvantaged background; two of the incumbents are over the age of 55. EC127 is
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therefore well served with municipal managerial capacity, both from an administrative
and technical perspective.

There are four Transitional Local Councils and a local council within the area of
jurisdiction of EC127. Three of these local authorities indicate that the office equipment
available is adequate to undertake their responsibilities; three of the local authorities (not
necessarily the same three) report that the office furniture is adequate and two local
authorities reported the availability of adequate office accommodation. Consequently,
EC127 is well positioned in terms of infrastructure for its administrative operation.

Functions

A number of powers and functions are carried out by local authorities within the service
area of EC127; they include bulk sewerage purification, bulk supply of water, fire
fighting, integrated development planning and municipal health. There is nevertheless a
major role to be played by the district municipality. DC12 will assume the service area,
to a marked degree, of the Amatola Transitional District Council together with its human
resources structure and staff complement. The Amatola TDC is regarded as the most
capacitated of the transitional district councils within the Eastern Cape.

Four of the local authorities within the service area of EC127 operate water reticulation
networks for consumers within their area of jurisdiction; three of the local authorities
report that the infrastructure is adequate. Two of the local authorities provide consumers
with water-borne sanitation; in each case, the infrastructure to deliver the service is
adequate. Only one of the local authorities supplies electricity to communities; this local
authority indicated that the electricity supply network is adequate. The local authorities
within EC127 currently perform other functions including 26 Schedule 5 functions and
13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Five financial managers with 44 years’ combined experience are available, with six
senior financial staff members. The level of trained financial support staff, however,

appears to be low.

Assessment of Revenue

Total Income Rates General Income | Rates Income
Per Capita Per Capita Per Capita
R26 R26 R1

This municipality has some reliance on grant income. However, these grants will
probably be used to provide housing and services. Rates income is also below the
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category average for almost all of the municipalities owing to the undeveloped nature of
this area and the large population of 145 287. The number of unemployed people is

21 539 and the creation of job opportunities here will have a positive effect on future
revenues. Depending on new legislation regarding rates, and also on how the electricity
industry is finally restructured, the revenue base can shift drastically.

Income as a Percentage of Total
Income
Rates and general income 12.2
Other income 0.7
Grant income 87.1
Total 100.0

Assessment of Efficiency

o)
EXp asa % Of o4 e as a % |Repairs as a %
Total Income of Ex of Ex
(Ex Grants) P i
684% 92% 2.3%

The municipality’s salary expenditure is far higher than one would expect when
compared to total expenses. Repairs are, however, a small portion of the total
expenditure.

Assessment of Liquidity

Current Net Cash to Acc Recto Total Debt to Total Debt Per
Ratio Current Assets [Total Revenue [Total Revenue [Capita
0.74:1 -75% 1% 3% R1

The current ratio reflects a poor liquidity position. Coupled with an overdraft, cash flow
difficulties will probably be experienced. Although debt per capita is low, considering
the lack of generated income and therefore additional cash resources, this municipality
will require intervention to avoid further financial hardship.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC127 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC128 (Adelaide)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC128 is situated within the district municipality DC12 and
has within its area of jurisdiction the Transitional Local Councils of Bedford and
Adelaide. Bedford is the centre of one of the richest cattle and sheep rearing districts in
South Africa and contains some of the country’s foremost cattle and sheep stud farms.
The Adelaide area, in addition to sheep and cattle farming, is also known for its citrus
fruit production.

Population

The population of EC128 is the smallest of the eight Category B municipalities within
DC12. In 1996 it comprised 24 178 people (1,5% of the total population within DC12) or
5 245 households. The number of registered voters in the area is given as 12 324 (51% of
the total population of EC128).

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 EC128 totals 154; in addition there are nine senior
municipal managers and six other municipal managers within the Category B
municipality.  The population number per municipal employee of 157 is the lowest
among the eight Category B municipalities within DC12 as is the population number per
municipal manager of 1 612. Both from a municipal staffing and managerial perspective,
therefore, EC128 is well capacitated.

Institutional and Technical Capacity

Category B municipality EC128 has two municipal managers with an average of 29
years’ experience between them, one of whom is registered with an appropriate
professional institution. One of the incumbent is over the age of 55; the other comes
from a previously disadvantaged background. In terms of technical management, there
are two incumbents to the post of Chief Technical Officer, with an average of 16,5 years’
experience between them. Neither of the incumbents is professionally registered, nor is
either a female, or from a previously disadvantaged community.

Both the Ttransitional Local Councils within the service area of EC128 report that the
office equipment, office furniture and office accommodation available is adequate to
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fulfil their responsibilities.  Consequently, EC128 is well positioned in terms of
infrastructure for its administrative operation.

Functions

No powers and functions are currently carried out by either of the Transitional Local
Councils within EC128.  The entire responsibility therefore wests in the district
municipality, as envisaged by the Act. DC12 will assume the service area, to a marked
extent, of the Amatola Transitional District Council together with its human resources
structure and staff complement. The Amatola TDC is regarded as being the most
capacitated of the transitional district councils within the Eastern Cape.

Both the Transitional Local Councils supply electricity to communities within their
service area — one of the local authorities reports that the electricity supply network in its
operation is not adequate. One of the local authorities provides consumers with water-
borne sanitation and a water reticulation network, which in each case has an adequate
infrastructure. The local authorities within EC128 currently perform other functions
including 20 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The lack of experience of the two senior staff as well as lower-level financial
management personnel is evident. The financial capacity to fulfil all the municipality’s

functions is lacking.

Assessment of Revenue

Total Income Rates General | Rates Income | Trading Economic
Per Capita Income Per | Per Capita Services Services
Capita Income Per Income Per
Capita Capita
R7710 R1696 R31 R4665 R1350

The Municipality has a strong revenue base and consequently is not reliant on Grant
Income .Rates Income is low as the nature of the area is largely agricultural.

Income as a Percentage of Total
Income
Rates and general income 22.0
Electricity income 37.2
Water income 20.3
Other income 20.5
Total 100.0
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Assessment of Efficiency

0,
Exp asa % 0f lso o es as a 9% [Repairs as a %
Total Income of Ex of Ex
(Ex Grants) P P
2% 72% 3%

The salary component of expenses is high in the transitional rural councils, and must be
addressed in the amalgamation. Low expenditure on repairs as indicated by the above
table, could lead to future problems, should infrastructure not be maintained properly.
This structure does not provide electricity or water reticulation services.

CONCLUSION

Despite a high level of budgeted income, EC128 has limited institutional capacity and is
regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC131 (Middelburg)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC131 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Middelburg and
Cradock. EC131 therefore has two major commercial centres within its area of
jurisdiction; the primary economic activity is agriculture with the raising of sheep, cattle,
goats, horses and pigs being combined with the production of wheat, lucerne and oats.
Cradock is situated within the Fish River Valley and is otherwise best known as the home
of author, Olive Schreiner.

Population

The population of EC131 is the third lowest of the eight Category B municipalities within
DC13. 1In 1996 it comprised 56 942 people (6,8% of the total population within DC13) or
12 924 households. The number of registered voters in the area is given as 26 354
(46,3% of the total population of EC131).

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 EC131 totals 1 429; in addition there are 19 senior
municipal managers and 38 other municipal managers within the Category B
municipality. The population number per municipal employee of 40 is the lowest among
the Category B municipalities within the Eastern Cape as is the population number per
municipal manager of 999. Consequently, EC131 is well catered for in terms of
municipal staffing and municipal managerial capacity.

Institutional and Technical Capacity

Category B municipality EC131 has three municipal managers with an average of 19,5
years’ experience between them; two of the incumbents are registered with an appropriate
professional institution.  None of the incumbents is a female or from a previously
disadvantaged community. In terms of technical management, there are four incumbents
in the post of chief technical officer with an average of 16 years’ experience between
them; two of these incumbents are professionally registered and one is over the age of 55.
None of the incumbents in the technical post is female or from a previously
disadvantaged community.

All three Transitional Local Councils report that the office equipment, office furniture
and office accommodation is adequate to undertake their responsibilities. Consequently,
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EC131 is well positioned in terms of infrastructure for an effective administrative
operation within the Category B municipality.

Functions

The local authorities of EC131 currently do not carry out any of the powers and functions
listed the Municipal Structures Act; the entire responsibility therefore vests in the district
municipality. DC13 will assume, to a substantial extent, the service area of the Stormberg
Transitional District Council together with its human resources structure and staff
complement.

All three transitional local councils supply electricity and operate water reticulation
networks; in each case the infrastructure is considered adequate. Only one of the local
authorities provides consumers with water-borne sanitation, the infrastructure of which is
adequate to render the service. The only basic service delivery infrastructure backlog in
EC131 relates to the sanitation service. The local authorities 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 three financial managers, two of whom are registered, with 68
years’ combined experience. Six senior managers and trained staff are also present

ensuring adequate capacity.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services [Economic Services

Capita Capita Per Capita Income Per Capita |Income Per Capita
R957 R353 R175 R418 R186

The municipality does not rely heavily on grants as a part of its income, and its rates
income is just below the category average. Total income seems to be considerably below
the average income for this category although electricity and water make significant
contributions to total income.

Income as a Percentage of Total
Income
Rates and general income 36.9
Electricity income 28.2
Water income 13.2
Other income 20.0
Grant income 1.7
Total 100.0
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Assessment of Efficiency

5 —
Exp as a % of Salaries as a % |Repairs as a % Bulk Water Bulk Electricity
Total Income of Ex of Ex Purchases as a |Purchases as a
(Ex Grants) P P % of Sales % of Sales
449% 28% 4% 1% 267%

Although not reliant on grants, grant income is required to defray expenses. On average,
salary levels are acceptable, and repairs and maintenance seems reasonable although high
in some of the included municipalities. The expenditure on electricity is high when
comparing margins generated by other municipalities in this province. This could be a
result of reticulation losses.

Assessment of Liquidity

Current Net Cash to Acc Recto Total Debtto |Total Debt Per
Ratio Current Assets [Total Revenue |Total Revenue |Capita
1.14:1 41% 130% 220% R2,106

Current liquidity appears acceptable but this is primarily owing to the high accounts
receivable balance. Whilst the cash position is positive,a potential for cash flow shortages
is present due to the long outstanding debtors and disproportionate debt level in relation
to total revenue. Credit control needs to be improved and the cash available from this
exercise should be effectively utilised in curbing debt levels.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC131 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY EC132 (Tarkastad)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC132 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Hofmeyer and
Tarkastad. The service area of EC132 is primarily focused on agriculture with the raising
of cattle, sheep and horses as the main activity. The towns within EC132 play a key role
as commercial centres to the farming communities that surround them.

Population

The population of EC132 is the second lowest of the eight Category B municipalities
within DC13. In 1996 it comprised 35 130 people (4,2% of the total population within
DC13) or 7 763 households. The number of registered voters in the area is given as 14
955 (42,6% of the total population of EC132).

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 EC132 totals 75. In addition, there are three senior
municipal managers and two other municipal managers within the existing municipal
structures. The population number per municipal employee of 468 is the fourth highest
among the Category B municipalities within DC13 as is the population number per
municipal manager of 7 026. The ratios reflect the situation of a predominantly
agricultural area with small towns functioning as commercial centres; the municipal
structures are small and lacking in particular managerial capacity.

Institutional and Technical Capacity

Category B municipality EC132 has two municipal managers with an average of 19
years’ experience between them. Neither of the incumbents is registered with an
appropriate professional institution. One of the incumbents is over the age of 55; neither
is female or from a previously disadvantaged community. There is currently no senior
municipal technical managerial capacity within the service area of EC132.

Both the Transitional Local Councils indicate that the office equipment, office furniture

and office accommodation is adequate to undertake their responsibilities. Consequently,
EC132 is well positioned in terms of infrastructure for its administrative operation.
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Functions

In the case of EC132 the powers and functions carried out by the local authorities within
its service area are limited to the imposition and collection of taxes, levies and duties,
municipal health, municipal roads for the district area and the receipt, allocation and
distribution of grants. There is therefore still a major responsibility, as envisaged by the
Municipal Structures Act, on the district municipality. = DC13 will assume, to a
substantial extent, the service area of the Stormberg Transitional District Council together
with its human resources structure and staff complement.

Both the Transitional Local Councils supply electricity to communities, provide water-
borne sanitation and operate water reticulation networks; in all cases the infrastructure to

render the services is adequate. The local authorities within EC132 currently perform
other functions including 19 Schedule 5 functions and eight Schedule 10 functions

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

One treasurer is currently available in this municipality, but there is no available senior
treasury staff. It would appear that there is a small number of treasury support staff

members for this rural Karoo area with a population of only 35 130.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita (Income Per Capita
R74 R21 R6 R37 R17

This municipality seems to be reliant on grant income. Total income is lower than the
average for its category probably because of the low-intensity agricultural activity in the
area.

Income as a Percentage of Total
Income
Rates and general income 28.1
Electricity income 39.5
Water income 9.9
Other income 7.9
Grant income 14.6
Total 100.0
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Assessment of Efficiency

Exp as a % of

Salaries as a %

Repairs as a %

Bulk Electricity

Total Income of Ex of Purchases as a
(Ex Grants) P Exp % of Sales
103% 62% 3% 79%

The level of expenses exceeds self-generated income, indicating the use of grants to fund
operating costs. While overall salary expenditure is excessive, repairs and maintenance
seem to be reasonable. In addition, electricity supply makes up almost 40% of total
income but the margin generated may indicate reticulation losses are being experienced.

Assessment of Liquidity
NetCashto |Acc Recto
Current Total Revenue ([Total Debtto |Total DebtPer
Current Ratio Assets Total Revenue |Capita
3.571 44% 59% 30% R22

Based on available information, the structure appears to have good cash flow thus
indicating that short-term expenses will be easily covered. There is, however, a debt
element that needs to be settled but this may not necessarily cause a strain on available
resources.Credit control has to be improved.

CONCLUSION

Based on the level of income and low institutional capacity within the municipality,
EC132 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC133 (Molteno)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC133 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Molteno and
Sterkstroom. The service area of EC133 is primarily agricultural in nature with the towns
offering a role as commercial centres to the farming communities that surround them.
The farming of cattle and sheep is the main activity.

Population

The population of EC133 is the smallest of the eight Category B municipalities within
DC13. In 1996, it comprised 19 434 people (2,3% of the total population within DC13)
or 4 271 households. The number of registered voters in the area is given as 9 047
(46,6% of the total population of EC133).

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 EC133 totals 75; in addition there are six senior
municipal managers and four other municipal managers within the Category B
municipality. The population number per municipal employee of 259 is the third lowest
among the Category B municipalities within DC13. The population number per
municipal manager of 1 943 is the second lowest among the Category B municipalities
within DC13.  Consequently, EC133 is relatively well capacitated in terms of both
municipal staffing and management.

Institutional and Technical Capacity

Category B municipality EC133 has two municipal managers with an average of 1,5
years’ experience between them, neither of whom is registered with an appropriate
professional institution.  Both the incumbents come from a previously disadvantaged
background. In terms of technical management, there is one incumbent, with 30 years’
experience, in the post of Chief Technical Officer. The incumbent, who is over the age
of 55, is neither a female nor from a previously disadvantaged background.

Both the local authorities indicate that the office furniture and the office accommodation
available are adequate to undertake their responsibilities. However, one of the local
authorities indicates that the office equipment available is not adequate. Nevertheless,
the infrastructure for the administrative operation of EC133 is well catered for.
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Functions

The local authorities within the service area of EC133 carry out a number of powers and
functions including bulk sewerage purification, bulk supply of electricity and water,
integrated development planning and solid waste disposal. The primary responsibility,
however, still vests in the district municipality. DC13 will assume the service area, to a
substantial extent, of the Stormberg Transitional District Council together with its human
resources structure and staff complement.

Both the Transitional Local Councils supply electricity, water-borne sanitation and a
water reticulation network to the communities within their service area; in each case the
infrastructure is reported as being adequate. The local authorities within EC133 currently
perform other functions including 14 Schedule 5 functions and eight Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

With one experienced treasury staff member, no senior-, and poorly supported lower-
level finance staff, the capacity of this municipality requires serious attention.

Assessment of Revenue

This structure may be reliant on grant income. There is further cause for concern in that
total income also appears to be below the category average.

Assessment of Efficiency

Salaries and maintenance figures appear to be reasonable.

Assessment of Liquidity
Current Ratio Net Cash to Current Assets [Total Debt Per Capita
2.05:1 17% R137

While current ratios seem to reflect stability in the short term, further analysis is required
to determine the recoverability of the debtors.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC133 is regarded as a Classification 6 Category B municipality..
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MUNICIPALITY EC134 (Queenstown)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC134 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Whittlesea/Sada and
Queenstown. The focus of the service area of EC134 is the town of Queenstown, which
is known for its schools. The area also falls within a rich farming district, the main
activities being the raising of sheep, cattle and goats and the cultivation of maize and
lucerne. EC134 also has within its environs some of the leading stud farms in South
Africa.

Population

The population of EC134 is the second largest of the eight Category B municipalities
within DC13. In 1996 it comprised 177 947 people (21,4% of the total population within
DC13) or 37 278 households. The number of registered voters in the area is given as 79
194 (44,5% of the total population of EC134).

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 EC134 totals 535. In addition there are 11 senior
municipal managers and 14 other municipal managers within the existing local authority
structures. The population number per municipal employee of 333 is the fourth highest
among the Category B municipalities within DC13, as is the population number per
municipal manager of 7 118. Despite having Queenstown within its service area, the
ratios indicate that EC134 has a lack of municipal capacity, particularly in municipal
managerial capacity.

Institutional and Technical Capacity

Category B municipalty EC134 has within its area of jurisdiction two municipal
managers with an awverage of 13,5 years’ experience between them; neither of the
incumbents is registered with an appropriate professional institution.  One of the
incumbents is from a previously disadvantaged background. There is a newly appointed
incumbent to the post of Chief Technical Officer who is registered with an appropriate
professional institution, but is neither a female nor from a previously disadvantaged
community.
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Both Transitional Local Councils report that the office equipment, office furniture and
office accommodation are adequate to undertake their responsibilities. Consequently,
EC134 is well positioned in terms of infrastructure for its administrative operation.

Functions

In the case of EC134 the powers and functions carried out by the local authorities within
its service area are limited to municipal health and solid waste disposal. The primary
responsibility, therefore, remains that of the district municipality, as envisaged by the
Municipal Structures Act. DC13 will assume the service area, to a considerable extent,
of the Stormberg Transitional District Council together with its human resources
structure and staff complement.

Both the Transitional Local Councils supply electricity, provide water-borne sanitation
and operate water reticulation networks within their service areas. In all cases the
infrastructure to render the service is regarded as adequate for only one of the local
authorities (not necessarily the same one in each case). The local authorities within
EC134 currently perform other functions including 19 Schedule 5 functions and 10
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

With two experienced treasurers in place, the financial management seems to be
adequate. However, this is only the case at managerial level, as financial support staff

members are lacking.

Assessment of Revenue

Total Rates General

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

Capita Capita Per Capita Income Per Capita [Income Per Capita
R439 R172 R52 R214 R53

This municipality’s grant is equal to 9,5% of total income, which is relatively low. As
trading services income also supports this income, revenue ratios are acceptable. The
number of unemployed people totals 23 505, and the creation of job opportunities will
have a positive effect on future revenues of this structure. Trading services income,
especially electricity, makes up a substantial portion of total income. This is a clear
reflection of the influence electricity sales have on the revenue base, and careful
consideration should be exercised as to whether electricity distribution should be
removed from the municipality. The continued supply of water as a core function should,
however, be reconsidered as this is currently incurring a loss, thus impacting on total
revenue.
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Income as a Percentage of Total
Income
Rates and general income 39.3
Electricity income 37.7
Water income 11.0
Other income 2.5
Grant income 9.5
Total 100.0

Assessment of Efficiency

Exp as a % of Bulk Water Bulk Electricity
Total Income Purchases as a |Purchases as a %
(Ex Grants) % of Sales of Sales

114% 34% 5% 110% 53%

Salaries as a % [Repairs as a %
of Exp of Exp

Expenditure exceeds own-income generation indicating the use of grant income to cover
operating expenses. Salaries, as well as repairs, seem reasonable. While margins on
electricity sales are acceptable, as indicated, losses are being incurred on water sales.

Assessment of Liquidity

Current Net Cash to I/Acc Recto Total[Total Debt to Total [Total Debt Per
Ratio Current Assets|Revenue Revenue Capita
1.121 -8% 39% 38% R166

While current ratios appear acceptable, cash flow problems may exist with the present
overdraft level as well as the fact that revenue is tied up in debtors, and the conversion of
current assets to immediate cash is unlikely. Better credit control can address the liquidity
problems. The high debt per capita needs to be carefully monitored as limited cash
resources may make debt repayments an additional burden.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC134 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY EC135 (Cofimvaba)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC135 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Cofimvaba and
Tsomo. The service area of EC135 is predominantly rural in nature with the municipal
structures within the towns of Cofimvaba and Tsomo being entirely inadequate to address
the needs of the region. Much of the service area of EC135 falls within the former
Transkei.

Population

The population of EC135 is the largest of the eight Category B municipalities within
DC13. 1In 1996 it comprised 228 503 people (27,4% of the total population within DC13)
or 48 556 households. The number of registered voters in the area is given as 68 850
(30,1% of the total population of EC135).

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 EC135 totals 37; in addition there are four senior
municipal managers and three other municipal managers within the existing local
authority structures. The population number per municipal employee of 6 176 is the
highest among the Category B municipalities within DC13. The population number per
municipal manager of 32 643 is the second highest among the Category B municipalities
within DC13. These ratios emphasize the lack of municipal capacity within this densely
populated region.

Institutional and Technical Capacity

Category B municipality EC135 has two municipal managers with an average of 13,5
years’ experience between them, one of whom is registered with an appropriate
professional institution. One of the incumbents is a female and the other is from a
previously disadvantaged background. The incumbent to the post of Chief Technical
Officer has three years’ experience, is over the age of 55, and is from a previously
disadvantaged community.

Both Transitional Local Councils within the service area of EC135 report that the office
furniture available is adequate to undertake their responsibilities. However, only one of
the local authorities reports that the office equipment is adequate, and that the office
accommodation is adequate (not necessarily the same local authority) for operational
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requirements. Given the extent of the population within EC135 there is a need to upgrade
the infrastructure for the administrative operation of EC135.

Functions

The powers and functions carried out by local authorities include bulk sewerage
purification, bulk supply of water, integrated development planning, municipal health and
the promotion of local tourism. The primary responsibility remains that of the district
municipality, as envisaged by the Municipal Structures Act. DC13 will assume the
service area, to a marked extent of the Stormberg Transitional District Council together
with its human resources structure and staff complement.

Both transitional local councils operate water reticulation networks within their service
areas; in both cases the infrastructure to render the service is reported as being adequate.
One of the local authorities supplies electricity and one (not necessarily the same one)
provide water-borne sanitation to consumers within its service area and indicated that the
infrastructure in each case is adequate. The local authorities within EC135 currently
perform other functions including 14 Schedule 5 functions and eight Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality clearly lacks the necessary financial human resources capacity in order
to fulfil its financial functions effectively. Although one experienced treasurer is in place

and financial managers are available, support staff members are non-existent.

Assessment of Revenue

Total Income Per | Rates General
Capita Income Per
Capita
R6 R5

Overall, this structure will rely on grant income in the foreseeable future. Compounding
this problem are the poor alternative income sources. With no electricity services
available, the total and other income levels are below the category average in this poor,
undeveloped area with a high population figure of 228 503. For the huge number of
unemployed people (19 900), creating job opportunities can only have a positive effect on
the future revenue of the municipality. The restructuring of electricity distribution with
the municipality as a stakeholder can make an enormous difference to the revenue base.
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Income as a Percentage of Total
Income
Rates and general income 62.2
Water income 7.4
Other income 12.9
Grant income 17.5
Total 100.0

Assessment of Efficiency

0,
Exp as a % of Salaries as a % of Bulk Water Purchases
Total Income Ex as a % of Sales
(Ex Grants) P
112% 56% 31%

Expenditure exceeds income generated excluding grant income. Salaries appear to be
very high and this could well impact on funds, which could be more effectively employed
delivering services. There is also no expenditure committed to repairs. This may burden
the structure in future as it could find itself in the position of having to replace equipment
now beyond repair. These issues, coupled with limited income sources, contribute to the
ineffective utilisation of financial resources.

Assessment of Liquidity

Net Cash to Current |Acc Recto Total
Assets Revenue
68% 86%

Although limited cash resources are available, cash flow problems do exist, with revenue
tied up in debtors, and the conversion of current assets to immediate cash being unlikely.
The structure may have to concentrate on structuring and implementing a stringent credit
control policy in order to secure financial stability.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC135 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC136 (Indwe)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC136 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Indwe, Dordrecht
and Lady Frere. With superior grazing in the district, there is a firmly established
farming community in the Dordrecht area. The same families have owned many of the
farms for over a century and the local sheep and cattle studs are well known both locally
and abroad. The entire service area of EC136 has agriculture as its primary economic
activity.

Population

The population of EC136 is the fourth largest of the eight Category B municipalities
within DC13. In 1996, it comprised 116 020 people (13,9% of the total population
within DC13) or 23 517 households. The number of registered voters in the area is given
as 45 310 (39% of the total population of EC136).

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 EC136 totals 104; in addition there are seven senior
municipal managers within the existing local authority structures. The population number
per municipal employee of 1 116 is the third highest among the Category B
municipalities within DC13, as is the population number per municipal manager of 16
574. The ratios indicate the lack of municipal capacity within EC136 since the area is
predominantly engaged in agriculture; however, the towns within the region are small
and their municipal structures inadequate.

Institutional and Technical Capacity

Category B municipality EC136 has three municipal managers with an average of 1,5
years’ experience between them, one of whom is registered with an appropriate
professional institution. One of the incumbents is a female and the other two come form
previously disadvantaged backgrounds. There is no senior technical municipal
managerial capacity within the service area of EC136.

All three Transitional Local Councils report that the office furniture available is adequate
to fulfil their responsibilities. Two of the local authorities within EC136 indicate that the
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office accommodation is adequate; however, only one of the local authorities expressed
satisfaction with the adequacy of the office equipment. While there may be a need to
supplement the available office equipment, the infrastructure of the administrative
operation of EC136 has been well catered for.

Functions

The local authorities carry out a number of powers and functions including integrated
development planning, municipal health and municipal roads. The primary responsibility,
however, remains that of the district municipality, as was envisaged in the Municipal
Structures Act. DC13 will assume the service area, to a substantial extent, of the
Stormberg Transitional District Council together with its human resources structure and
staff complement.

Two of the three Transitional Local Councils operate a water reticulation and water-borne
sanitation service for consumers within their service area; in each case, one of the local
authorities concerned indicated that the infrastructure to render the service is not
adequate. Only one of the local authorities supplies electricity to communities within its
service area — the electricity supply network is, however, adequate. The local authorities
within EC136 currently perform other functions including 22 Schedule 5 functions and
10 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Two experienced directors of finance are employed, with some personnel trained in the
financial disciplines. However, no managers are currently available. The municipality

does, however, seem able to cope with the fulfillment of its financial capacity obligatio ns.

Assessment of Revenue Ratios

Total Rates General

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

Capita Capita Per Capita Income Per Capita |Income Per Capita
R48 R31 R4 R13 R4

This structure will be reliant on grant income, which currently constitutes 28,9% of total
income. A further cause for concern is that self-generated income seems well below the
category average in this poor, undeveloped area with a population figure of 116 020.

The area also has a huge rural and agricultural base and, depending on legislation, all the
properties may become rateable and this could enhance the future revenue base.
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Income as a Percentage of Total
Income
Rates and general income 46.9
Electricity income 12.9
Water income 10.9
Other income 0.4
Grant income 28.9
Total 100.0

Assessment of Efficiency

Exp as a % of Salaries as a % |Repairs as a % Bulk Water Bulk Electricity

Total Income of Ex of ng Purchases as a |Purchases as a

(Ex Grants) P P % of Sales % of Sales
191% 39% 2% 20% 100%

Expenditure exceeds income generated (excluding grants) by a substantial amount. In
addition, revenue generated by the sale of electricity is barely sufficient to cover costs.
Repairs and maintenance costs seem low, with the probability that additional
maintenance may be required in the future.

Assessment of Liquidity

Current Net Cash to Acc Recto Total Debtto [Total DebtPer
Ratio Current Assets |[Total Revenue[Total Revenue [Capita
1.30:1 46% 55% 78% R37

Cash flow problems will exist, as revenue is tied up in debtors, and the conversion of
current assets to immediate cash is unlikely. Finances to cover the monthly expenditure
appear inadequate.  Senior staff will have to effectively manage financial matters,
especially debt collection, which could contribute to increased cash flow and a more
stable financial environment.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC136 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC137 (Engcobo)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC137 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Council of Engcobo. Much of
this area forms part of the former Transkei, and the town of Engcobo are currently
affiliated to the Kei Transitional District Council (DC15). The region is characterised by
population density with entirely inadequate municipal structures to address the needs of
the communities.

Population

The population of EC137 is the third largest of the eight Category B municipalities within
D13. In 1996 it comprised 155 273 people (18,6% of the total population within DC13)
or 29 442 households. The number of registered voters in the area is given as 45 310
(29,1% of the total population of EC137).

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 EC137 totals 49; in addition there are two senior
municipal managers within the existing local authority structures.  The population
number per municipal employee of 3 169 is the second highest among the Category B
municipalities within DC13. The population number per municipal manager of 77 637 is
the highest among the Category B municipalities within DC13. The ratios indicate the
inadequacy of the municipal staffing and the dearth of municipal managerial capacity
within EC137

Institutional and Technical Capacity

Category B municipality EC137 has one municipal manager with two years’ experience,
who is not professionally registered. The incumbent is from a previously disadvantaged
community.  There is no senior municipal technical managerial capacity within the
service area.

The Transitional Local Council indicates that the office equipment, office furniture and
office  accommodation available is adequate to fulfil its responsibilities. The
infrastructure requirements of the administrative operation of EC137 have therefore been
addressed.
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Functions

In the case of EC137, the powers and functions carried out by the local authority are
limited to the imposition and collection of taxes, levies and duties, integrated
development planning and the receipt, allocation and distribution of grants. The primary
responsibility remains that of the district municipality, as was envisaged by the Municipal
Structures Act. DC13 will assume, to a large degree, the service area of the Stormberg
Transitional District Council together with its human resources structure and staff
complement.

The Transitional Local Council supplies electricity, provides water-borne sanitation and
operates a water reticulation network within its service area; only the electricity supply
network is reported as being inadequate. The local authorities currently perform other
functions including 18 Schedule 5 functions and five Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality has some financial capacity with one town treasurer with limited
experience and four other financial staff, but whether it has adequate financially trained

personnel is questionable.

Assessment of Revenue

Total Rates General

Income Per |Income Per [Trading Services

Capita Capita Income Per Capita
R8 R6 R1

This structure, comprising at least one former transitional rural council, is mainly reliant
on grants at 81,1% of total income. The number of unemployed people totals 17 359 and
the creation of job opportunities can only have a positive effect on the future revenue of
the municipality. The available information reflects low rates income, and this could be
owing to a lack of collection, failure to generate bills or no valuation roll in place. Thus
the lack of basic administrative structures in place creates a distortion in income levels
when comparing to the actual revenue potential that exists.
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Income as a Percentage of Total
Income
Rates and general income 3.9
Water income 14.1
Other income 0.9
Grant income 81.1
Total 100.0

Assessment of Efficiency

Exp as a % of Total Income
(Ex Grants)

Salaries as a % of
Expenditure

Repairs as a % of
Expenditure

437%

95%

5%

The huge salary bill could render the structure ineffective in attempting to render

services. This needs to be monitored to ensure that funds are optimally employed,
especially since income sources are limited, as the municipality does not provide

electricity services.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC137 is regarded as a Classification 6 Category B municipality.

72



MUNICIPALITY EC138 (Elliot)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC138 is situated within the district municipality DC13 and
has within its area of jurisdiction the Transitional Local Councils of Cala and Elliot. The
service area of EC138 is primarily an agricultural area with mixed farming being
practiced. In the past the Cala region was known as the fruit basket of the Eastern Cape.

Population

The population of EC138 is the third smallest of the eight Category B municipalities
within DC13. In 1996 it comprised 44 162 people (5,3% of the total population within
DC13) or 8 846 households. The number of registered voters in the area is given as 118
856 (42,6% of the total population of EC138).

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 EC138 totals 141; in addition there are nine senior
municipal managers and four other municipal managers within the Category B
municipality. The population number per municipal employee of 313 is the third lowest
among the Category B municipalities within DC13, as is the population number per
municipal manager of 3 397. While there is still a need to augment the municipal
managerial capacity, the ratios indicate that the Category B municipality has some
capacity within its current municipal structures.

Institutional and Technical Capacity

Category B municipality EC138 has two municipal managers with an average of 29
years’ experience between them; one of whom is registered with an appropriate
professional institution.  One of the incumbents is from a previously disadvantaged
background and is over 55 years. The incumbent to the post of chief technical officer is
not professionally registered, comes from a previously disadvantaged background, and is
a relatively new appointment.

Both Transitional Local Councils indicate that the office furniture and office
accommodation is adequate to fulfil their responsibilities. However, only one of the local
authorities reports that the office equipment in its operation is adequate. Nevertheless,
there is adequate infrastructure in place for the effective administrative operation.
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Functions

The powers and functions currently being undertaken by local authorities include
integrated development planning, municipal health and municipal roads. The primary
responsibility, however, remains that of the district municipality, as was envisaged by the
Municipal Structures Act. DC13 will assume, to a substantial extent, the service area of
the Stormberg Transitional District Council together with its human resources structure
and staff complement.

Both the Transitional Local Councils operate water reticulation networks and provide
consumers with water-borne sanitation; the infrastructure to render the service in each
case being adequate. Only one of the local authorities supplies electricity to consumers
within its service area; again, the electricity supply network is reported as being adequate.
The local authorities within EC138 currently perform other functions including 20
Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The area currently has two unregistered finance persons with 23 years’ combined
experience. In addition, there are two managers and 10 staff, trained to run the finance
department, spread across the existing transitional local councils.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services [Economic Services

Capita Capita Per Capita Income Per Capita (Income Per Capita
R208 R131 R18 R51 R26

This structure, comprising at least two former transitional rural councils receives 3,6% of
its income from grants. Considering that alternative income levels appear to be well
below the category average, these grants could contribute to the future financial stability
of the structure. However, the dependency on grants could create some uncertainty.
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Income as a Percentage of Total

Income
Rates and general income 62.9
Electricity income 17.6
Water income 6.9
Other income 9.0
Grant income 3.6
Total 100.0

Assessment of Efficiency

Exp as a % of Total
Income (Ex Grants)

Salaries as a %
of Exp

Repairs as a %
of Exp

Bulk Electricity

Purchases as a % of Sales

102%

41%

5%

58%

As indicated, expenses absorb a substantial portion of self-generated revenue.

Another

point of concern is the extent of the salary expenditure base, which could impact on
service delivery.  Although electricity sales generate a fair return, it is insufficient to
ensure sustainability of the structure without additional support.

Assessment of Liquidity
Current Net Cash to Acc Recto Total Debtto [Total Debt Per
Ratio Current Assets [Total Revenue[Total Revenue |Capita

4.35:1 -1% 10% 2% R5

Although the current ratio is strong , the cash balance is negative .This indicates that the
revenue base is limited for the services being rendered.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,

EC138 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC141 (Maclear)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC141 is situated within the district municipality DC14 and
has within its area of jurisdiction the Transitional Local Councils of Mount Fletcher,
Maclear and Ugie. The service area of EC141 includes part of the former Transkei and is
primarily focused on agriculture. As a result of the disparity in soil quality and climate,
farming is mixed. Various stud farms specialising in sheep and cattle varieties are found
in the district. Dairy farming is a very profitable industry. Thousands of hectares of
ground have been planted with pine and other trees. Crops grown include maize and
potatoes, for which there is great demand in Transkei.

Population

The population of EC141 is the highest of the four Category B municipalities within
DC14. 1In 1996 it comprised 156 439 people (44,8% of the total population within DC14)
or 34 035 households. The number of registered voters in the area is given as 47 945
(30,6% of the total population of EC141).

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 EC141 totals 116; in addition there are eight senior
municipal managers and four other municipal managers within the existing local
authority structures. The population number per municipal employee of 1 349 is the
highest among the Category B municipalities within DC14, as is the population number
per municipal manager of 13 037. The ratios reflect a predominantly agricultural region
in which the towns that serve, as commercial centres for the farming communities are
small and their municipal structures limited. This is aggravated by the historically poorly
resourced Transkei portion of the Category B municipality.

Institutional and Technical Capacity

Category B municipality EC141 has three municipal managers with an average of 1,5
years’ experience between them, one of whom is registered with an appropriate
professional institution. Two of the incumbents in the municipal manager post come
from a previously disadvantaged background; and one is over the age of 55. In terms of
technical management, there are two incumbents to the post of Chief Technical Officer
with an average of 10 years’ experience between them; neither of them is professionally
qualified and both are over the age of 55. Neither of the incumbents is a female nor are
they from a previously disadvantaged community. There is therefore some municipal
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managerial capacity within the service area of EC141, both from an administrative and
technical perspective.

Of the three Transitional Local Councils all indicate that the office furniture available is
adequate to undertake their responsibilities. However, only two of the local authorities
reported that the office accommodation is adequate and only one of the local authorities
reported adequate office equipment within its area of operation. While attention may
need to be given to the issue of office equipment, the infrastructure in place forms the
basis for the administrative operation of EC141.

Functions

The local authorities currently carry out some of the powers and functions listed in the
Municipal Structures Act; these include integrated development planning, municipal
health, municipal roads and the promotion of local tourism. The primary responsibility
still devolves upon the district municipality. DC14 will assume, to a substantial extent,
the service area of the Drakensberg Transitional District Council together with its human
resources structure and staff complement.

All three Transitional Local Councils supply electricity to communities within their
service area; in each case the electricity supply network is reported as being adequate.
The three local authorities operate a water reticulation network within their service areas;
however, one of the local authorities reports that the infrastructure is not adequate to
render the service. Only one of the local authorities provides consumers with water-
borne sanitation, the infrastructure for which is adequate. The local authorities within
EC141 currently perform other functions including 20 Schedule 5 functions and 11
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The area currently has one registered, plus one unregistered, financial person with 26
years’ combined experience, no managers, and five staff trained to run the finance

department, spread across the existing municipalities.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services Economic Services

Capita Capita Per Capita (Income Per Capita |Income Per Capita
R24 R12 R3 R11 R1

Overall, this municipality will be reliant on grant income. In addition, its trading
services, rates revenue and total income is below the average for the applicable category.
Accordingly, it would appear that dependency for revenue in the short term will remain
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relatively high as the need for development, especially housing and services, will remain
acute in the foreseeable future.

Income as a Percentage of Total
Income
Rates and general income 30.6
Electricity income 40.5
Water income 4.7
Other income 6.0
Grant income 18.2
Total 100.0

Assessment of Efficiency

Exp as a % of Total Income Bulk Electricity Purchases as
(Ex Grants) a % of Sales

125% 69% 70%

Salaries as a % of Exp

The salary component of expenses appears to be substantially higher than other
municipalities within the Eastern Cape. In addition, total expenses as a percentage of
income (excluding grants) is high which could compound this problem as grant income is
utilised to cover expenditure. If one considers a margin of 40% on electricity sales to be
acceptable within other municipalities in this area, EC141 is under-recovering on sales.
Water, although a very small portion of total income, appears to be supplied from the
structures’ own resources.

Assessment of Liquidity
Current Net Cash to IAcc Recto Total [Total Debtto [Total DebtPer
Ratio Current Assets [Revenue Total Revenue [Capita

3.76:1 66% 26% 20% R5

Cash flow problems may well exist when one considers the extent of revenue tied up in
debtors. The conversion of current assets to immediate cash is unlikely. A step in the
right direction would be the implementation of a credit control plan and this may relate
back to the calibre of staff available to service this structure.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC141 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC142 (Rhodes)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC142 is situated within the district municipality DC14 and
has within its area of jurisdiction the Transitional Local Councils of Lady Grey, Rhodes
and Barkly East. The service area of EC142 is primarily an agricultural region, the main
activities being cattle and sheep farming and the cultivation of wheat, maize and oats.
Part of EC142 falls within the Drakensberg mountain range and the town of Rhodes, in
particular, are popular as a tourist resort.

Population

The population of EC142 is the second largest of the four Category B municipalities
within DC14. In 1996 it comprised 130 805 people (37,5% of the total population within
DC14) or 27 913 households. The number of registered voters in the area is given as 51
590 (39,4% of the total population of EC142).

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 EC142 totals 107; in addition there are 10 senior
municipal managers and one other municipal manager within the Category B
municipality. The population number per municipal employee of 1 222 is the second
highest among the Category B municipalities within DC14, as is the population number
per municipal manager of 11 891. The ratios reflect a predominantly agricultural region
in which the towns that serve, as commercial centres are small and their municipal
structures limited.

Institutional and Technical Capacity

Category B Municipality EC142 has two municipal managers with an average of 23,5
years’ experience between them; both the incumbents are registered with an appropriate
professional institution and one is over the age of 55. Neither of the incumbents in the
post of municipal manager is female or from a previously disadvantaged community.
There is an incumbent to the post of chief technical officer, not professionally registered,
who has 25 years’ experience. The technical incumbent is neither a female nor from a
previously disadvantaged community.

Of the three Transitional Local Councils, two report that the office equipment, office
furniture and the office accommodation are adequate to fulfil their responsibilities.
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Consequently, EC142 is well positioned in terms of infrastructure to have an effective
administrative operation.

Functions

The local authorities within the service area of EC142 are carry out a number of the
powers and functions listed in the Municipal Structures Act, including integrated
development planning, municipal roads and the promotion of local tourism. The primary
responsibility still devolves upon the district municipality. DC14 will assume, to a
substantial extent, the service area of the Drakensberg Transitional District Council
together with its human resources structure and staff complement.

All the three Transitional Local Councils operate a water reticulation network within their
service areas; one of the local authorities reports that the infrastructure is not adequate.
The three local authorities provide consumers within their service area with water-borne
sanitation; again, one local authority (not necessarily the same one) indicates that the
infrastructure is not adequate to render the service. Only two of the Transitional Local
Councils supply electricity to communities within their service area; in both cases the
electricity supply network is reported to be adequate. The local authorities within EC142
currently perform other functions including 18 Schedule 5 functions and 10 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are two senior treasury management staff one of whom is registered, but no
managers. Support staff are trained in financial issues to fulfil the financial functions of
the municipality.

Assessment of Revenue

Total Rates General

Income Petrlncome PenRates Income(Trading  Services|Economic Services

Capita Capita Per Capita Income Per Capita |Income Per Capita
R63 R26 R6 R27 R9

This municipality, in its new format, does not seem to be entirely reliant on grant income,
at 3,0% of total income. However, it should be noted that the three TRCs, Barkley East
Rural TRC, Lady Grey Rural TLC and Woodhouse TRC, that are reliant on grants,
constitute about 35% of the total income of the amalgamated municipality.  Although
trading services appear to be below the average for the applicable category, rates revenue
is marginally above average.
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Income as a Percentage of Total
Income
Rates and general income 42.1
Electricity income 34.9
Water income 8.3
Other income 11.7
Grant income 3.0
Total 100.0

Assessment of Efficiency

Exp as a % of Total [Salaries as a % |Repairs as a % [Bulk Electricity Purchases
Income (Ex Grants) jof Exp of Exp as a % of Sales

109% 40% 5% 86%

The salary component of expenses appears to be marginally higher than is normally
acceptable. In addition, total expenses, as a percentage of income (excluding grants), is
also high, indicating the utilisation of grant income to cover operating costs. Costs
applied to generate electricity sales also appear to be higher than expected, as margins
achieved are less than 15%, which could be a result of reticulation losses. Repairs and
maintenance costs compared to total expenses are reasonable considering that the area is
of an undeveloped rural nature, with a population of 130 805.

Assessment of Liquidity

Current Net Cash to IAcc Recto Total Debt to Total{Total Debt Per
Ratio Current Assets[Total Revenue|Revenue Capita
4.65:1 68% 38% 30% R19

The current ratio and the cash position look strong,but 38% of revenue is tied up in
debtors. The conversion of current assets to cash is unlikely in the short term, indicating
the need for an enforced credit control policy. In addition, high per capita debt, in view
of the municipality’s financial weakness, needs to be curbed and monitored.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC142 is regarded as a Classification 5 Category B municipality.
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MUNICIPALITY EC143 (Alinal North)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC143 is situated within the district municipality DC14 and
has within its area of jurisdiction the Transitional Local Councils of Aliwal North and
Jamestown. The town of Aliwal North is the largest within the service area of DC14 and
lies on the southern bank of the Orange River just inside the Eastern Cape on the national
road between Bloemfontein and East London. The service area of EC143 is primarily
agricultural in nature, the main activities being sheep and dairy farming, and the
cultivation of wheat.

Population

The population of EC143 is the second lowest of the four Category B municipalities
within DC14. In 1996 it comprised 33 945 people (9,7% of the total population within
DC14) or 7 400 households. The number of registered voters in the area is given as 17
217 (50,7% of the total population of EC143).

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 EC143 totals 300; in addition there are seven senior
municipal managers and two other municipal managers within the existing municipal
structures. The population number per municipal employee of 113 is the second lowest
among the Category B municipalities within DC143, as is the population number per
municipal manager of 3 772. The population of EC143 is relatively low, given the
existence of a town within DC14 in its service area. Again, the dearth of municipal
managerial capacity that afflicts the Eastern Cape in general is evident within the service
area of EC143.

Institutional and Technical Capacity

Category B Municipality EC143 has two municipal managers with an average of 18,5
years’ eXperience; both incumbentswhom are registered with an appropriate professional
institution. Neither of the incumbents is a female nor are they from a previously
disadvantaged community. There are two incumbents to the post of Chief Technical
Officer with an average of 13,5 years’ experience between them; neither of the
incumbents is professionally registered, but one comes from a previously disadvantaged
background.

Of the two Transitional Local Councils within the service area of EC143, both indicate
that the office equipment available is adequate to fulfil their responsibilities; only one of
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the local authorities, however, reported adequate office equipment and adequate office
accommodation within their operation respectively.  Given the size of the population to
be served and the extent of EC143, the infrastructure is adequate for an effective
administrative operation within the Category B municipality.

Functions

The powers and functions currently carried out within the service area of EC143 are
limited to municipal health and the receipt, allocation and distribution of grants. The
primary responsibility therefore is still vested in the district municipality. DC14 will
assume the service area, to a marked degree, of the Drakensberg Transitional District
Council, together with its human resources structure and staff complement.

Both the Transitional Local Councils supply communities within their service area with
electricity; one of the local authorities has reported that the electricity supply network is
not adequate. Both local authorities operate a water distribution network; again, one of
the local authorities (not necessarily the same one) has reported that the infrastructure is
not adequate. Only one of the local authorities provides consumers with water-borne
sanitation; the infrastructure to render this service is adequate. The local authorities
within EC143 currently perform other functions including 22 Schedule 5 functions and
12 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There is two senior treasury management staff, one of who is registered, with a combined
29 years’ experience. There are also two managers and support staff trained in financial

issues able to fulfil the financial functions of the municipality.

Assessment of Revenue

Total Rates General

Income Per [Income Per  [Trading Services [Economic Services

Capita Capita Income Per Capita [Income Per Capita
R32 R14 R8 R9

Overall, this municipality will be highly reliant on grant income. In addition, its trading
services, rates revenue, and total income are below the average for the applicable
category.  Accordingly, grant dependency for revenue in the short term will remain
relatively high. The small population figure of 33 945 is also reflected in low economic
activity, limiting future revenue growth.
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Income as a Percentage of Total
Income
Rates and general income 45.1
Electricity income 0.2
Water income 25.7
Other income 29.0
Total 100.0

Assessment of Efficiency

Exp as a % of Total Salaries asa % of  [Repairs as a % of
Income (Ex Grants) |Exp Exp
124% 62% 12%

The salary component of expenses appears to be unacceptably high (62% in Jamestown
TLC). In addition, total expenses as a percentage of self-generated income (excluding
grants) is also high, but this is probably due to the low revenue base, which would
indicate a negative impact on service delivery. It should be noted that electricity income
makes up a very small portion of total income. However, what is being sold is generating
a significant loss for electricity, but this is only 6,8% of total income. Repair costs in
comparison to total expenses reflect that infrastructure is being maintained.

Assessment of Liquidity

Current Ratio Total Debt to Total Revenue Total Debt Per Capita
18.58:1 3% R1

Based on available information, this structure appears to have no cash resources. In
comparison to total income per capita, the debt per capita does not appear unreasonable
although revenue generated must be recovered in order to settle these amounts.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC143 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC144 (Venterstad)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC144 is situated within the district municipality DC14 and
has within its area of jurisdiction the Transitional Local Councils of Steynsburg,
Burgersdorp and Venterstad. The service area of EC144 is primarily focused on
agriculture with stock farming being the principal activity. The towns within EC144 play
a key role as commercial centres for the farming communities that surround them.

Population

The population of EC144 is the smallest of the four Category B municipalities within
DC14. In 1996 it comprised 27 956 people (8% of the total population within DC14) or 6
194 households. The number of registered voters in the area is given as 12 710 (45,5% of
the total population of EC144).

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 EC144 totals 259; in addition there are 15 senior
municipal managers and four other municipal managers within the Category B
municipality.  The population number per municipal employee of 108 is the lowest
among the Category B municipalities within DC14, as is the population number per
municipal manager of 1 471. The ratios indicate that EC144 is well catered for in terms
of both municipal staffing and municipal managerial capacity.

Institutional and Technical Capacity

Category B municipality EC144 has three municipal managers with an average of 14,5
years’ experience between them, all of whom are registered with an appropriate
professional institution.  None of the incumbents is female or from a previously
disadvantaged community. There are two incumbents to the post of Chief Technical
Officer with an average of eight years’ experience between them; neither is
professionally qualified, female or from a previously disadvantaged community.

All three Transitional Local Councils indicated that the office equipment, office furniture
and office accommodation available is adequate to undertake their responsibilities.
Consequently, EC144 is well positioned in terms of infrastructure for an effective
administrative operation.
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Functions

The local authorities within the service area of EC144 perform a number of powers and
functions including bulk sewerage purification, bulk supply of electricity, bulk supply of
water, municipal health and solid waste disposal. The primary responsibility, however
still vests in the district municipality. DC14 will assume the service area, to a marked
degree, of the Drakensberg Transitional District Council together with its human
resources structure and staff complement.

All three Transitional Local Councils supply electricity, a water reticulation service and
water-borne sanitation to the communities within their service area. Only one of the local
authorities has reported that the infrastructure required to render the sanitation service is
inadequate. The local authorities within EC144 currently perform other functions
including 22 Schedule 5 functions and 11 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are three senior treasury management staff members, one of whom is registered,
with 25 years’ combined experience. There are also 16 support staff and one manager,

trained in financial issues, and able to fulfil the financial functions of the municipality.

Assessment of Revenue

Total Rates General

Income Per {Income Per Rates Income [Trading Services [Economic Services

Capita Capita Per Capita Income Per Capita [Income Per Capita
R675 R330 R43 R227 R119

This municipality, in its new format, is not reliant on grant income. The two TRCs that
are reliant on grants, Steynsburg Rural TRC and Venterstad Rural TRC, constitute only
about 9% of total income of the amalgamated municipality. Although trading services
appear to be well above the average for the applicable category, rates revenue is below
average, probably owing to low valuations in this area. In addition, total income also
appears to be well above the category average.
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Income as a Percentage of Total
Income
Rates and general income 48.9
Electricity income 22.0
Water income 115
Other income 8.6
Grant income 9.0
Total 100.0

Assessment of Efficiency

Exp as a % of . i Bulk Water Bulk Electricity
Salaries as a % |Repairs as a %
Total Income of Ex of Ex Purchases as a [Purchases as a %
(Ex Grants) P P %% of Sales of Sales
100% 51% 5% 19% 58%

Burgersdorp TLC and Steynsburg TLC together account for approximately 58% of total
income in this municipality. Proper financial management, however, is required to
effectively manage expenses, especially with salaries at its present level of 51% of total
expenditure. Repairs and maintenance costs in comparison to total expenses seem
acceptable. Margins generated by the supply of water and electricity services are also
acceptable.

Assessment of Liquidity

Current Net Cash to Acc Recto TotalTotal Debt to Total[Total Debt
Ratio Current Assets [Revenue Revenue Per Capita
1.76:1 16% 39% 32% R219

While current ratios reflect stability, cash flow difficulties will prevail, as revenue is tied
up in debtors. Improved credit management needs to be considered a priority especially
as the structure has the necessary resources to support a good revenue base.

CONCLUSION

Based on the level of budgeted income and institutional capacity generated within the
municipality, EC144 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY EC151 (Bizana)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC151 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Council of Bizana. The service
area of EC151 forms part of the former Transkei and the Bizana area is well known for
its wattle plantations.

Population

The population of EC151 is the fourth largest of the seven Category B municipalities
within DC15. In 1996 it comprised 231 551 people (14,8% of the total population within
DC15) or 41 158 households. The number of registered voters in the area is given as 69
534 (30% of the total population of EC151).

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 EC151 totals 71; in addition there are two senior
municipal managers within the current local authority structure. The population number
per municipal employee of 3 261 is the fourth highest among the seven Category B
municipalities within DC15. In the absence of municipal managerial capacity within the
service area of EC151 any ratio of population number to municipal manager is of no
consequence.  This situation, repeated throughout the former Transkei, is of a serious
shortfall in municipal capacity, in particular, municipal managerial capacity.

Institutional and Technical Capacity

Category B municipality EC151 has one municipal manager and an incumbent for the
post of chief technical officer within its service area. The municipal manager comes
from a previously disadvantaged background and has served the local council at Bizana
for a number of years. The incumbent in the technical post has 15 years’ experience, is
neither a female nor from a previously disadvantaged community. Other than this, there
is no other managerial capacity in EC151.

The Transitional Local Council within the service area of EC151 reports that the office
equipment, office furniture and office accommodation available is not adequate to
undertake its responsibilities. Attention needs therefore to be given to the infrastructure in
order for the administrative operation of EC151 can be effectively run.
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Functions

In the case of EC151 no powers and functions are currently performed. The entire
responsibility, therefore, vests in the district municipality as was intended by the Act.
DC15 is an amalgamation of the service areas of the Kei Transitional District Council
and the Wild Coast Transitional District Council. Both these transitional district councils
lack capacity in technical aspects.

The Transitional Local Council within the service area of EC151 supplies electricity,
operates a water reticulation network and provides water-borne sanitation to consumers.
The infrastructure to render these services is reported to be adequate, except in the case of
water reticulation. The local authority within EC151 currently performs other functions
including 12 Schedule 5 functions and seven Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality clearly lacks the financial human resource capacity necessary to ensure
the effective administration of a local authority.

Assessment of Revenue

Total Income |Rates General Rates Income Per [Trading Services Income
Per Capita Income Per Capita [Capita Per Capita
R23 R8 R3 R14

While Bizana TLC comprises about 1,5% of the total amount of households in the area, it
contributes more than half of the total income to this municipality and has the greatest
positive impact on revenue ratios. The current combined municipality is reliant on grant
income at 19,1% of total income. This will continue in the future owing to the large
population that needs to be serviced. This population resource could in the long term be
advantageous for revenue generation especially if there is job creation for the
unemployed people, totaling 24 164.

Income as a Percentage of Total
Income
Rates and general income 36.5
Electricity income 26.0
Water income 5.7
Other income 12.7
Grant income 19.1
Total 100.0
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Assessment of Efficiency

Exp as a % of Bulk Electricity
Total Income Purchases as a %
(Ex Grants) of Sales

102% 33% 3% 59%

Salaries as a % |Repairs as a %
of Exp of Exp

Although this municipality requires proper financial management, the salary component
of expenses is well under control. In addition, total expenses, as a percentage of income
(excluding grants), are at an acceptable level owing to low activity in the area. Repairs
and maintenance costs in comparison to total expenses appear very low and, in some
cases, non-existent. This may lead to future problems as the municipality looks to
maintain and improve the infrastructure.  Although water revenue is generated, there is
no purchase cost indicating that the municipality probably utilises its own resources for
the purpose of supplying this service.

Assessment of Liquidity

Current Net Cash to Acc Recto Total[Total Debt to Total [Total Debt Per
Ratio Current Assets[Revenue Revenue Capita
4711 52% 29% 13% R3

Current liquidity appears acceptable but there is a fair amount of funds tied up in debtors.
Although the municipality has some cash reserves, ,this municipality may experience
cash flow difficulties in the short term as debtors makes up most of the asset base. In
addition, credit management should be enforced in order to improve cash collection.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC151 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC152 (Tabankulu)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC152 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Council of Tabankulu. EC152
forms part of the former Transkei and is predominantly rural in nature, the town of
Tabankulu being the only commercial centre of note for the communities of the area.

Population

The population of EC152 is the smallest of the seven Category B municipalities within
DC15. In 1996 it comprised 113 611 people (7,3% of the total population within DC15)
or 21 189 households. The number of registered voters in the area is given as 35 309
(31,1% of the total population of EC152).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authority the number of municipal
employees within the service area of EC152 totals 32; in addition there are two senior
municipal managers and one other municipal manager within the existing local authority
structure. The population number per municipal employee of 3 550 is the third highest
among the Category B municipalities within DC15. The population number per
municipal manager of 37 870 is also the third highest among the Category B
municipalities within DC15. The ratios reflect a pattern that is often repeated throughout
the former Transkei: a large, primarily rural population being serviced by an inadequate
municipal structure. In particular, there is a dearth of municipal managerial capacity
within the former Transkei.

Institutional and Technical Capacity

Category B Municipality EC152 has a female municipal manager, newly appointed with
a years’ experience. The incumbent in the post of Chief Technical Officer has two years’
experience and, like the municipal manager, is not professionally registered.  The
technical incumbent is from a previously disadvantaged community. There is therefore
some municipal managerial capacity, both administrative and technical, within the
service area of EC152; however, it is not adequate to address the needs of the population
within the Category B municipality.
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Functions

None of the powers and functions listed in the Municipal Structures Act is currently
undertaken by the transitional local councils within the service area of EC152. The entire
responsibility, therefore, devolves upon the district municipality, as was envisaged by the
Act. DC15 is an amalgamation of the service areas of the Kei Transitional District
Council and the Wild Coast Transitional District Council. Neither of the current
transitional district councils has adequate capacity in particular, within the technical area.

The Transitional Local Council provides electricity to communities within its service area
and operates a water reticulation service; in both cases, the infrastructure needed to
render the service is adequate. At present there is no water-borne sanitation service
within EC152. The local authorities within EC152 currently perform other functions
including 10 Schedule 5 functions and four Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality lacks the necessary senior financial staff to ensure the operation of an
effective local authority. Assistance is certainly required to ensure the development of its

current staff that appears to have limited exposure to the various financial disciplines.

Assessment of Revenue

Total Income Per Trading Services Income Economic Services Income
Capital Per Capital Per Capital
R4 R1 R2

While Tabankulu TLC has just less than 1% of the total amount of households in the
area, it contributes about 25% of the total income to this municipality. Overall, this
municipality does not utilise grant income, although it is clearly in need of grants.

Income as a Percentage of Total
Income
Rates and general income 12.7
Water income 31.2
Other income 56.1
Total 100.0
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Assessment of Efficiency

Exp as a % of Total
Income (Ex Grants)

169% 74% 3%

Salaries as a % of Exp |Repairs as a % of Exp

The fact that this municipality needs proper financial management is highlighted by the
fact that the salary component of expenses is well above accepted norms when compared
to total expenditure. Coupled with this is the fact that financial resource available for
providing services is already limited. Repairs and maintenance costs in comparison to
total expenses appear reasonable. It does not appear that this structure sells electricity
and although it has income from water sales, no costs are attached, indicating the
probability that a borehole is utilised.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC152 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC153 (Lusikisiki)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC153 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Councils of Flagstaff and
Lusikisiki. ~ The service area of EC153 falls within the former Transkei and is
predominantly rural in nature with the towns being commercial centres for the
communities in the area.

Population

The population of EC153 is the third largest of the seven Category B municipalities
within DC15. In 1996 it comprised 253 522 people (16,2% of the total population within
DC15) or 45 714 households. The number of registered voters in the area is given as 82
378 (32,5% of the total population of EC153).

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 EC153 totals 46; in addition there are five senior
municipal managers and two other municipal managers within the existing local authority
structures.  The population number per municipal employee of 5 511 is the second
highest among the Category B municipalities within DC15. The population number per
municipal manager of 36 217 is the fourth highest among the Category B municipalities
within DC15. The ratios reflect a pattern that is repeated across the former Transkei —
large population numbers of primarily rural people being served by entirely inadequate
municipal structures.  In particular there is a dearth of municipal managerial capacity
within much of the former Transkei — the ratio for EC153 reflects this fact.

Institutional and Technical Capacity

Category B municipalty EC153 has within its area of jurisdiction two municipal
managers with an average of nine years’ experience between them; neither of the
incumbents is registered with an appropriate professional institution. One of the
incumbents to the post of municipal manager is a female and the other from a previously
disadvantaged community. There is no existing senior municipal technical managerial
capacity within the service area of EC153.

Of the two Transitional Local Councils, one in each case (not necessarily the same one)

reports that the office equipment, office furniture and office accommodation is adequate
to undertake its responsibilities. Nevertheless, given the size of the population to be
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served, consideration may need to be given to upgrading the infrastructure to ensure an
effective administrative operation for EC153.

Functions

The powers and functions currently carried out by the local authorities within the service
area of EC153 are limited to the imposition and collection of taxes, levies and duties,
integrated development planning and the receipt, allocation and distribution of grants.
The primary responsibility, therefore, devolves upon the district municipality, which was
envisaged by the Municipal Structures Act. DC15 is the result of an amalgamation of the
service areas of the Kei Transitional District Council and the Wild Coast Transitional
District Council. What is of concern, however, is that neither of these transitional district
councils are well capacitated; in particular there is a serious lack of capacity in the
technical area.

Both Transitional Local Councils operate a water reticulation network within their
service areas; in both cases the infrastructure needed to render the service is adequate.
Only one of the local authorities supplies electricity to communities within its service
area; the electricity supply network is reported to be adequate. Only one of the local
authorities provides consumers within its service area with water-borne sanitation;
however, the infrastructure to render this service is not adequate. The local authorities
currently perform other functions including 24 Schedule 5 functions and six Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality clearly lacks the human resource capacity necessary for an effective
local authority. Assistance is certainly required to ensure the development of its current

staff and the recruitment of suitably qualified persons to fill the more senior roles.

Assessment of Revenue

Total Rates General |Rates income per|Economic
Income Per {Income Per capita Services Income
Capital Capital Per Capital

R5 R4 R1 R1

This municipality seems reliant on grant income at 6,9% of total income. Trading
services, rates revenue and total income seem to be below the average for the applicable
category. Infrastructure needs will put pressure on future revenue, owing to the large
population of 253 522. The population resource should in the long term be advantageous

95



to revenue generation especially if the current contingent of unemployed people, totaling
32 144 can become economically active.

Income as a Percentage of Total
Income
Rates and general income 84.6
Water income 3.1
Other income 54
Grant income 6.9
Total 100.0

Assessment of Efficiency

Exp as a % of Total . o . o
Income (Ex Grants) Salaries as a % of Exp Repairs as a % of Exp
259% 59% 2%

The municipality needs proper financial management as illustrated by the fact that the
salary component of expenses is well above accepted norms. In addition, the reliance on
grant income is further stressed by the extent to which expenditure exceeds income,
excluding grants. This structure does not appear to generate any income from trading
services. This in itself may indicate an opportunity to be investigated, and the necessary
measures implemented to provide these services.

Assessment of Liquidity
Current NetCashto |Acc Recto Total Debt to TotalTotal Debt Per
Ratio Current Assets[Total Revenue [Revenue Capital

2.39:1 22% 159% 86% R4

Current liquidity appears acceptable but it seems limited cash resources are available.
Short-term credit control needs to be improved as a substantial part of income is tied up
in debtors, and revenues generated are insufficient to service the debt.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC153 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC154 (Port St Johns)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC154 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Council of Port St. Johns. The
service area of EC154 falls within the former Transkei. Port St Johns is on the coast at
the mouth of the Umzimvubu River and is the site of a number of tourist resorts

Population

The population of EC154 is the second lowest of the seven Category B municipalities
within DC15. In 1996, it comprised 143 234 people (9,2% of the total population within
DC15) or 26 810 households. The number of registered voters in the area is given as 41
165 (28,7% of the total population of EC154).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authority the number of municipal
employees within the service area of EC154 totals 59; in addition there are two senior
municipal managers and two other municipal managers within the Category B
municipality.  The population number per municipal employee of 2 428 is the second
lowest among the seven Category B municipalities within DC15. The population number
per municipal manager of 35 809 is the third lowest among the Category B municipalities
within DC15; it nevertheless reflects the abject lack of municipal managerial capacity
within the former Transkei.

The Transitional Local Council within the service area of EC154 reported that the office
equipment and office furniture available is adequate to fulfil its responsibilities; this is
not the case, however, with the office accommodation. While office accommodation
needs to be reviewed, there is adequate infrastructure established for the administrative
operation of EC154.

Institutional and Technical Capacity

Category B municipality EC154 has a municipal manager with two years’ experience,
who is from a previously disadvantaged background. There is also an incumbent in the
post of Chief Technical Officer who, like the incumbent in the municipal manager post, is
not professionally registered, but has ten years’ experience. The technical management
incumbent, who is over the age of 55, is neither a female nor from a previously
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disadvantaged community.  There is therefore some municipal managerial capacity
within the service area of EC154.

Functions

The Transitional Local Council within the service area of EC154 does not carry out any
of the powers and functions designated as the responsibility of the district municipality.
Consequently, the entire responsibility devolves upon DC15, the district municipality
concerned. DC15 will assume a service area, which is the result of an amalgamation of
the Kei Transitional District Council and the Wild Coast Transitional District Council,
along with their human resources structures and staff complement. Unfortunately neither
of the transitional district councils is well capacitated, especially as far as the technical
aspects are concerned.

The local authority operates a water reticulation network and provides communities
within its service area with water-borne sanitation. While the reticulation network is
adequate, the infrastructure to render the sanitation service is inadequate and needs to be
upgraded.  The local authorities within EC154 currently perform other functions
including 11 Schedule 5 functions and eight Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity
This municipality lacks the human resource capacity necessary to ensure the operation of

an effective local authority.  Training of current staff and the recruitment of suitably
qualified persons to fill the vacant positions in senior and middle management should be

a priority.

Assessment of Revenue

Total Income |Rates General Rates Income Per Trading Services
Per Capital (Income Per Capital |Capital Income Per Capital
R30 R29 R5 R1

This municipality is reliant on grant income, currently at 71,1 % of revenue. Trading
service revenue seems below average for the applicable category, probably due to the
undeveloped rural nature of this area. Grant dependency for revenue will remain high as
the need for new development — especially housing and services — will remain acute in
the foreseeable future. The number of unemployed people is 17 032 and the revenue base
cannot grow without economic opportunities being provided.
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Income as a Percentage of Total
Income
Rates and general income 20.5
Water income 2.7
Other income 5.7
Grant income 71.1
Total 100.0

Assessment of Efficiency

Exp as a % of
Total Income (EXx
Grants

Salaries asa |Repairs as a % of
% of Exp Exp

329% 29% 4%

While owverall this municipality may need proper financial management, the salaries and
repairs component of expenses seems well within accepted norms. The municipality
does not provide electricity services and although water sales are a small portion of total
income, good margins are realised.

Assessment of Liquidity

Current NetCashto |Acc Recto Total Debt to Total[Total Debt Per
Ratio Current Assets/Total Revenue [Revenue Capital
49:1 73% 62% 5% R1

Current liquidity appears acceptable but this is a result of the funds tied up in accounts
receivable. This municipality may have cash flow difficulties in the short term as debtors
make up most of the asset base. It will need further financial assistance, unless credit
control, that results in improved cash flow is effected.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC154 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC155 (Libode)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC155 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Councils of Libode and
Nggeleni.  The service area of EC155 forms part of the former Transkei and is
predominantly rural in nature with the towns being commercial centres for the
communities that surround them.

Population

The population of EC155 is the second largest of the seven Category B municipalities
within DC15. In 1996, it comprised 267 026 people (17,1% of the total population within
DC15) or 50 498 households. The number of registered voters in the area is given as 74
032 (27,7% of the total population of EC155).

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 EC155 totals 32; in addition there are three senior
municipal managers within the existing local authority structures.  The population
number per municipal employee of 8 345 is the highest among the Category B
municipalities within DC15. The population number per municipal manager of 89 009 is
the second highest among the Category B municipalities within the district municipality
DC15. These ratios reflect a familiar pattern throughout the former Transkei, a large,
predominantly rural, population being served by totally inadequate municipal structures.
In particular, there is a dearth of municipal managerial capacity through much of the
former Transkei and certainly within the service area of EC155.

Institutional and Technical Capacity

Category B municipality EC155 has two municipal managers, one a recent appointment
and the other with 11 years’ experience (and also registered with an appropriate
professional institution). ~ One incumbent is also from a previously disadvantaged
community. There is also a newly appointed incumbent to the post of Chief Technical
Officer who is neither a female nor from a previously disadvantaged community.

Of the two Transitional Local Councils within EC155, one reports that the office
furniture and office accommodation is adequate to fulfil its responsibilities (not
necessarily the same local authority in each case). Neither local authority is satisfied
with the office equipment available within their operations. Attention will therefore need
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to be given to the infrastructure to ensure an effective administrative operation for
EC155.

Functions

The local authorities within the service area of EC155 are not currently involved in any
of the powers and functions identified as being the responsibility of a district
municipality. ~ The entire responsibility therefore devolves upon DC15, which will
assume a service area that is an amalgamation of the service areas of the Kei Transitional
District Council and the Wild Coast Transitional District Council. A matter of concern is
the lack of capacity within either of the Transitional District Councils, in particular in
technical issues.

Both Transitional Local Councils supply electricity and operate a water reticulation
network within their service areas; in each case, the infrastructure to render the service is
adequate. Only one of the local authorities within EC155 provides consumers with
water-borne sanitation; however, the infrastructure to provide the service is inadequate.
The local authorities within EC155 currently perform other functions including eight
Schedule 5 functions and six Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

This municipality lacks the necessary financial human resources capacity to fulfil its
financial functions effectively. Although support staff is present, it would appear that

current levels are inadequate.

Assessment of Revenue

Total Income |Economic Services
Per Capital |Income Per Capital
R104 R104

This municipality does not utilise grant income, although it clearly needs to. Its trading
services and rates revenue is below average for the applicable category, owing to the
rural nature of the area. In addition, total income appears to be well below the category
average. The large population of 267 026 will be a valuable future source of revenue once
economic development occurs.
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Income as a Percentage of Total
Income
Rates and general income 0.2
Water income 0.1
Other income 99.7
Total 100.0

Assessment of Efficiency

Exp asa % of Total |Salaries asa % |Repairs as a % of [Bulk Water Purchases
Income (Ex Grants) |of Exp Exp as a % of Sales

3% 80% 1% 15%

The municipality is in need of proper financial management. The salary component of
expenses at 55% appears to be out of line with accepted norms and at this level, will
impact on service delivery. In addition it does not seem that this structure distributes
electricity while margins achieved on water sales are healthy at 85%.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC155 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC156 (Tsolo)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B municipality EC156 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Councils of Tsolo and Qumbu.
The service area of EC156 is located within the former Transkei and is predominantly
rural in nature, with the towns being commercial centres for the communities that
surround them.

Population

The population of EC156 is the third smallest of the seven Category B municipalities
within DC15. In 1996 it comprised 174 445 people (11,2% of the total population within
DC15) or 35 023 households. The number of registered voters in the area is given as 58
840 (30,5% of the total population of EC156).

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 EC156 totals 71; in addition there are five senior
municipal managers and seven other municipal managers within the Category B
municipality.  The population number per municipal employee of 2 457 is the third
lowest among the Category B municipalities within EC156. The population number per
municipal manager of 14 537 is the lowest among the Category B municipalities within
the district municipality DC15. Although by Transkei standards EC156 is relatively well
catered for in terms of municipal staffing and municipal managerial capacity, it is not
adequate to address the needs of the population within EC156

Institutional and Technical Capacity

Category B municipality EC156 has two municipal managers with an average of three
years’ experience between them; one of the incumbents is registered with an appropriate
professional  institution. Both the incumbents are from previously disadvantaged
communities. There are also two newly appointed incumbents to the post of Chief
Technical Officer; neither is registered professionally.  Both technical incumbents are
from a previously disadvantaged community.  There is therefore some municipal
managerial capacity within the service area of EC156, both from an administrative and
technical perspective.

Of the two Transitional Local Councils, both indicate that the office furniture available is
adequate to undertake their responsibilities. However, only one of the local authorities
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report that the office equipment is adequate and one local authority (not necessarily the
same one) that adequate office accommodation is available within its operation.
Nevertheless there appears to be adequate infrastructure in place for the administrative
operation of EC156.

Functions

Neither of the local authorities within the service area of EC156 is currently involved in
carrying out any of the powers and functions listed in the Municipal Structures Act. The
entire responsibility therefore vests in the district municipality, DC15, as was envisaged
by the Act. DC15 is an amalgamation of the service areas of the Kei Transitional District
Council and the Wild Coast Transitional District Council together with their human
resources structures and staff complements. What is of concern, however, is the lack of
capacity within both of these Transitional District Councils, in particular in regard to the
technical area.

In each case only one of the transitional local councils within the area of jurisdiction of
EC156 has supplied electricity, operated a water reticulation network and provided water-
borne sanitation to consumers within its service area (this is not necessarily the same
local authority in each case). However, while the infrastructure to supply the electricity
IS adequate, this is not the case in rendering the other two services. The local authorities
within EC156 currently perform other functions including 10 Schedule 5 functions and
six Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The municipality has an experienced, registered treasury manager and three other
managers, but no support staff. This would need to be addressed in the near future in

order to avoid a backlog and to ensure timeous billing of services provided.

Assessment of Revenue

Total Rates General

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

Capital Capital Per Capital  (Income Per Capital |Income Per Capital
R10 R8 R4 R1 R1

Overall, this municipality will be reliant on grant income. This is reflected by its low
trading service revenue and income being well below the category average. Grant
dependency for revenue will remain high as the need for new infrastructure, especially
housing and services, will remain acute in the foreseeable future.
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Income as a Percentage of Total
Income
Rates and general income 60.6
Water income 6.3
Other income 0.3
Grant income 32.8
Total 100.0

Assessment of Efficiency

Exp as a % of Total ) 0 _ .
Income (Ex Grants) Salaries as a % of Exp Repairs as a % of Exp
158% 37% 1%

At present, grant income is utilised to cover operating expenditure as a result of the poor
income base. While this municipality may generally need proper financial management,
the salary component of expenses seems reasonable. Repairs and maintenance costs in
comparison to total expenses appears low, indicating a need for budget to be allocated
here in future. This structure does not provide an electricity supply service and it seems
that water supplied to the community is sourced from the structure’s own resources.

Assessment of Liquidity
Net Cash to Current  |Acc Recto Total
Assets Revenue

48% 58%

Based on available information current liquidity appears to be weak. Although some
cash resources are present, with accounts receivable being high, this municipality will
need further financial assistance to steer itself out of cash flow difficulties unless credit
management is improved in the short term.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC156 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY EC157 (Umtata)

INSTITUTIONAL ASSESSMENT
Description of the Area

The category B municipality EC157 is situated within the district municipality DC15 and
has within its area of jurisdiction the Transitional Local Councils of Umtata, Elliotdale
and Mganduli. The City of Umtata is the largest urban area within the service area of
DC15; Umtata was the capital of the former Transkei and retains much of the
infrastructure developed during the time of Transkei independence.

Population

The population of EC157 is the largest of the seven Category B municipalities within
DC15. In 1996, it comprised 380 862 people (24,3% of the total population within the
district municipality DC15) or 78 126 households. The number of registered voters in the
area is given as 138 798 (35% of the total population of EC157).

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 EC157 totals 1,244; in addition there are nine senior
municipal managers and nine other municipal managers within the Category B
municipality.  The population number per municipal employee of 306 is the lowest
among the Category B municipalities within EC157.  The population number per
municipal manager of 21 159 is the second lowest among the Category B municipalities
within the district municipality DC15. Even with the City of Umtata as part of EC157
there is still a lack of municipal managerial capacity to address the needs of the
community. Outside Umtata the balance of the service area of EC157 is predominantly
rural with extremely limited municipal structures in existence in the towns of Elliotdale
and Mganduli.

Institutional and Technical Capacity

Category B municipality EC157 has two municipal managers with an average of 10
years’ experience between them; one of the incumbents is registered with an appropriate
professional  institution. Both the incumbents are from previously disadvantaged
communities. There are also two incumbents to the post of Chief Technical Officer with
an average of 12 years’ experience between them; one of the incumbents is registered
professionally. ~ One of the technical incumbents is from a previously disadvantaged
community.  There is therefore some municipal managerial capacity, both from an
administrative and technical perspective, within EC157.
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Of the three Transitional Local Councils, one of the local authorities indicates that the
office equipment is adequate to undertake its responsibilities, while one local authority
(not necessarily the same one) reports that the office furniture available is adequate. Two
of the local authorities expressed satisfaction with the adequacy of the office
accommodation available within their operations. Given the extent to which the City of
Umtata dominates the service area of EC157 there is every likelihood that the
infrastructure of the administrative operation of EC157 is adequate.

Functions

The only function carried out by a local authority within the service area of EC157 is that
of municipal health.  The primary responsibility therefore devolves upon the district
municipality, DC 15, as was been envisaged in the Municipal Structures Act. DC15 is an
amalgamation of the service areas of the Kei Transitional District Council and the Wild
Coast Transitional District Council, together with their human resources structures and
staff complements. The concern is the lack of capacity, in particular in the technical area,
within the two transitional district councils.

Two of the Transitional Local Councils supply electricity to communities within their
service area; the electricity supply network in one of the two local authorities concerned
is not adequate. Two of the local authorities (not necessarily the same ones) operate a
water reticulation network within their service areas; again, the infrastructure to supply
the service is not adequate in one of the local authorities. Only one of the local
authorities provides water-borne sanitation to consumers within its service area; in this
case, the infrastructure to render the service is adequate. The local authorities within
EC157 currently perform other functions including 22 Schedule 5 functions and 11
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Two directors of finance/treasurers are currently employed, one of whom is registered
professionally. Two managers and three treasury staff are also available, but overall there
is a lack of financial support staff, which could influence the municipality’s performance.

The potential to fully develop the finance department is good, and therefore in the
medium term the problem regarding the lack of support staff can be overcome.

Assessment of Revenue

Total Rates General

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

Capital Capital Per Capital Income Per Capital {Income Per Capital
R338 R118 R47 R171 R49
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The revenue of Umtata TLC and Mganduli TLC has the greatest positive impact on
revenue ratios, whereas the TRCs will, in the short term, have a negative influence. Grant
dependency is not as high as other municipalities in the area. The huge population figure
of 380 862 will be a future source of revenue if the per capita income can be enhanced.
The number of unemployed people, however, totals 41 464. Umtata is the main trading
centre for the old Transkei area and with the correct management, the revenue base
should be sufficient to sustain the municipality in future.

Income as a Percentage of Total
Income
Rates and general income 35.0
Electricity income 36.1
Water income 14.3
Other income 8.5
Grant income 6.1
Total 100.0

Assessment of Efficiency

Exp as a % of Salaries as a % |Repairs as a % Bulk Water Bulk Electricity
Total Income FE FE Purchases as a |Purchases as a %
(Ex Grants) OTEXP OTEXp % of Sales of Sales

99% 51% 4% 26% 44%

Expenditure absorbs almost all the income (excluding grants). Salaries appear to be
higher against total expenses than the accepted norm. Repairs and maintenance costs are
low in comparison with total expenses. In addition, trading services which provides over
50% of the revenue contributes significant margins, making funds available for
improving services.

Assessment of Liquidity
Current NetCashto |Acc Recto Total Debt to TotalTotal Debt Per
Ratio Current Assets|Total Revenue |[Revenue Capital

1.37:1 -8% 103% 80% R271

Current liquidity appears acceptable but with high debt per capita, an overdraft position
and revenue tied up in debtors, short-term cash flow problems are imminent. Unless cash
flow and credit control management are attended to, this municipality will need financial
assistance to steer itself out of the red.

CONCLUSION

Based on the level of budgeted income and institutional capacity within the municipality,
EC157 is regarded as a Classification 3 Category B municipality.
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MUNICIPALITY OF ECO05b1 (Umzimkhulu)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category C municipality EC05b1 is located in the northerneastern part of Eastern
Cape, adjacent to the KwaZulu Natal boundary. It includes the former Transkei
homeland and has within its jurisdiction the Transitional Local Council of Umzimkhulu.
The area comprises primarily a traditional and rural agricultural community.

Population

The population of Category C municipality EC051b comprised of 165 426 people and 31
508 households according to the 19996 Census. There were 53718 registered voters in
this municipality.

Population to Employee / Manager Ratios

According to the information provided there are 43 municipal employees and three senior
municipal managers all from previously disadvantaged backgrounds.  The population
number per municipal employee is 3 847 while the population number per manager is 55
142.

Institutional and Technical Capacity

There are three municipal managers within the local authority with an average of 13 years
experience; none of these three are registered with appropriate professional institution.
There is one female, while all three are from a previously disadvantaged background and
none are over the age of 55. The technical manager has over ten years’ experience.

Functions

The range of functions carried out within the area includes those that would normally be
performed by a Category C municipality 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 nine
schedule 5 functions as well as six schedule 4 functions. Therefore the municipality has
the capacity to perform these functions
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

The municipality has a newly appointed financial director who is not registered. There is
only two support staff that reports to the financial director. The support staff needs

training in most functions.

Assessment of Revenue Base

Total Rates General

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

Capital Capital Per Capital Income Per Capital {Income Per Capital
R24 R20 R4 R2 R2

Own income generated will not be sufficient to sustain the structure and it will therefore
be reliant on Grant Income,currently at 11,3% of Total Income.As the area is primarily
traditional and rural agricultural , the rates base is limited.

Income as a Percentage of Total
Income
Rates and general income 79.8
Water income 7.2
Other income 1.7
Grant income 11.3
Total 100.0

Assessment of Efficiency

Exp as a % of . o : o, [BUIk Water

Total Income g?:;:'es asa % (I)?fegilrs asa% Purchases as a

(Ex Grants) P P % of Sales
33% 59% 7% 53%

The salaries bill is high and above the norm.The margin on water supplies is good but
sales volume only constitute 7,2% of Total Income.




Assessment of Liquidity

The municipality was initially part of CBDC5 and on Demarcation when the assets and
liabilities get split, the information will become available for comment.

CONCLUSION

Based on the budgeted income ECO05b1 is a Classification 6 Category B municipality.
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MUNICIPALITY EC05b2 (Mount Frere / Mount Ayliff area)

INSTITUTIONAL ASSESSMENT
Description of the Area

The Category B Municipality EC05b2 is situated within the new district municipality of
DC44 and has within its area of jurisdiction the Transitional Local Councils of Mount
Frere and Mount Ayliff. The service area of EC05b2 is located within the former
Transkei. Mount Frere and Mount Ayliff are both on the national road from Durban to
Umtata and East London. The former Transkei is characterised by a large mainly rural
population being serviced by small towns with limited municipal structures as
commercial centres.

Population

The population of EC05b2 comprised in 1996 of 382 333 people or 82 325 households.
The number of registered voters in the area is given as 123 157 (32,2% of the total
population of EC05b2).

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 ECO5b2 totals 88. In addition, there are four senior
municipal managers and two other municipal managers within the Category B
municipality. ~ The population number per municipal employee of 4 345 and the
population number per municipal manager of 63 722 reflect what is the prevalent
situation within the former Transkei; a lack of municipal capacity, in particular municipal
managerial capacity, to address the needs of the communities they serve.

Institutional and Technical Capacity

Category B Municipality ECO05b2 has within its area of jurisdiction two municipal
managers with an average of nine years’ experience between them, neither of whom are
registered with an appropriate professional institution. One of the incumbents is a female
and the other has a previously disadvantaged background. The situation in terms of
technical management within ECO5b2 is that there is one incumbent to the post of Chief
Technical Officer with 11 years experience who has a previously disadvantaged
background.

There are two Transitional Local Councils within the service area of EC05b2. In each
case one of these local authorities (not necessarily the same one in each case) has
indicated that the office equipment, office furniture and office accommodation is
adequate to undertake their responsibilities.
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Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and powers exercised by a Category C municipality. Section 84(3) of the
Act indicates that nothing precludes a local authority from carrying out the functions and
powers determined for district municipalities. The local authorities within the service
area of EC05b2 do not currently carry out any of these powers and functions; the entire
responsibility, therefore, vests in the district municipality, as was envisaged by the Act.

Only one of the Transitional Local Councils within the service area of EC05b2 operates a
water reticulation network within its service area and indicated that the infrastructure to
render the service is adequate. There is no other basic service delivery infrastructure in
place in the Category B municipality. This backlog needs to be addressed. The local
authorities within  ECO5b2 currently perform other functions including 12 Schedule 5
functions and 5 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

Capacity in the new District Council still needs to be established and the Category B
municipalities are poorly resourced. There is some capacity in the two transitional local

councils.

Assessment of Revenue

Total Rates General
Income Per |Income Per
Capital Capital

R2 R2

Given the traditional nature of this area and its agricultural characteristics, revenue is
severely limited in this municipality. There is a lack of funds for capital programmes and
support. will be required for the implementation of these.The structure will be reliant on
Grant Income .

Income as a Percentage of Total
Income
Rates and general income 74.6
Water income 3.4
Other income 1.7
Grant income 20.3
Total 100.0
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Assessment of Efficiency

Exp as a % of . . _ -
Total Income g?:;:les asa % Efeé’;lrs asa%
(Ex Grants) P P

134% 56% 204

Total Expenses exceed Total Income substantially and Grant Income is therefore needed
to sustain the structure .The salaries bill is above the norm.

Assessment of Liquidity
As with the new District Council, EC05b2’s financial position will depend on the transfer

of assets and liabilities from the existing councils. Also, administrative and transitional
support in the form of grants will affect its financial position.

CONCLUSION

Based on the budgeted income ECO5b2 is a Classification 6 Category B municipality.
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DISTRICT COUNCIL DC10 (Western Region)

INSTITUTIONAL ASSESSMENT
Description of the Area

The district municipality DC10 is situated within the Eastern Cape and encompasses to a
substantial degree the service area of the Western Transitional District Council. The
service area of DC10 surrounds the Port Elizabeth metro and therefore will benefit from
the growth anticipated as a consequence of that. DC10 has within its service area the
Addo Elephant National Park. Other than in the immediate vicinity of Port Elizabeth, the
focus of economic activity is agriculture and to a lesser degree tourism. There are nine
Category B municipalities and two district management areas contained within the area
of jurisdiction of DC10.

Population

The population of DC10 is the second lowest among the five Category C municipalities
within the Eastern Cape. In 1996 it comprised of 369 782 people (7,7% of the total
population within the Eastern Cape) or 83 514 households. The number of registered
voters in the area is given as 172 811 (46,7% of the total population within DC10).

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 DC10 total 2 637; in addition there are 92 senior
municipal managers and 85 other municipal managers within the existing local authority
structures. The population number per municipal employee of 140 is the lowest among
the Category C municipalities within the Eastern Cape; similarly the population number
per municipal manager of 2089 is the lowest among the district municipalities in the
Eastern Cape. From the ratios it can be deduced that DC10 is well capacitated in terms of
municipal staff. ~ There is some concern, however, regarding the municipal managerial
capacity, particularly in relation to the extent of DC10 (it being the largest Category C
municipality in terms of surface area in the Eastern Cape).

Institutional and Technical Capacity

According to the information provided by the local authorities, DC10 has within its area
of jurisdiction 28 municipal managers with an average of 12 years' experience between
them; 18 of the incumbents are registered with an appropriate professional institution.
Five of the incumbents in the post of municipal manager are female and a further 10 are
from a previously disadvantaged community; three of the 28 incumbents are over the age
of 55. From a technical perspective there are 17 incumbents to the post of Chief
Technical Officer, four of whom are professionally registered. The incumbents have an
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average of 11,8 years’ experience between them; four of the incumbents are over the age
of 55. Six of the technical incumbents have a previously disadvantaged background. The
district municipality DC10 does have municipal managerial capacity, both from an
administrative and a technical perspective within its service area.

Of the local authorities within the area of jurisdiction of DC10, 22 have reported that the
office equipment available to them is adequate to fulfil their responsibilities; 22 have
indicated that the office furniture available is adequate and 20 reported the availability of
adequate office accommodation. DC10 is therefore well positioned in terms of
administrative infrastructure to operate effectively.

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 within its service area. There are 16 powers and
functions designated as the responsibility of a district municipality listed in Section 84(1)
of the Act. All sixteen powers and functions are carried out by local authorities within
the service area of DC10 with a varying degree of intensity. There are 17 local
authorities within the service area of DC10 that are involved in the receipt, allocation and
distribution of grants; 15 involved in municipal health and 13 in the imposition and
collection of taxes, levies and duties. On the other hand there is only one local authority
involved in the bulk supply of electricity and three is bulk sewerage purification. There
is therefore still a considerable role for the district municipality to play. As noted above,
DC10 will assume the service area, to a substantial extent, of the Western Transitional
District Council together with its manpower structure and staff complement.  The
Western TDC is well established and capacitated.

Eighteen of the Transitional Local Councils within DC10 supply electricity to the
communities within their service area; of these 17 have indicated that the electricity
supply network is adequate. Twenty-three local authorities within DC10 operate a water
reticulation network within their service area; only one local authority has reported that
the infrastructure is not adequate to render the service. There are 18 local authorities
within  DC10 that provide consumers within their service area with water borne
sanitation; three have indicated that the infrastructure is not adequate to supply the
service. The local authorities within the service area of DC10 currently perform other
functions including 27 Schedule 5 functions and 16 Schedule 4 functions.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There is only one registered director of finance within this district council with twenty-
five years experience. There are a total of 82 staff members who reports to eight line
managers. The staff needs training in certain areas to fulfill the accounting functions of
the District Council.

Assessment of Revenue

The District Council has a population of 369 782 and an income per capita of R117. The
main revenue source is levy income of 76%.

Assessment of Efficiency

Exp as a % of Salaries asa % of  [Repairs as a % of
Total Income Total Exp Total Exp

111% 30% 1%

Depending on the functions and duties allocated to this district council and considering
the availability of good human resources, the efficiency ratios can be managed to good
effect. These do not however appear to be out of line and margins generated by trading
services is substantial.

Assessment of Liquidity

Current Ratio Cash/Current Assets |AccRec/ Income |Debt Per Capital

0.09:1 -20% 10% R136

Current liquidity appears acceptable. The bank balance is R7 milion and the debtors
outstanding at RS million.

CONCLUSION

The municipality appears to have the human resources as well as the revenue base to
operate effectively. Itis therefore a Classification 1 Category C Municipality.
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DISTRICT COUNCIL DC12 (Wild Coast)

INSTITUIONAL ASSESSMENT
Description of the Area

The district municipality DC12 is situated within the Eastern Cape and includes the
service area, to a substantial extent, of the Amatola Transitional District Council. The
service area of DC12 includes the port city of East London and the capital city of the
Eastern Cape, Bisho, together with the provincial legislature. While the coastline is well
known for its tourist attractions, the primary economic activity of the region, outside of
the East London / King Williams Town corridor, remains agriculture. There are eight
Category B municipalities contained within the service area of DC12.

Population

The population of DC12 is the highest among the Category C municipalities within the
Eastern Cape. In 1998 it comprised 1 662 391 people (34,8% of the total population of
the Eastern Cape) or 362 300 households. The number of registered voters in the area is
given as 726 250 (43,7% of the total population of DC12).

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 DC12 totals 5 256; in addition there are 90 senior
municipal managers and 119 other municipal managers within the existing local authority
structures. The population number per municipal employee of 316 is the second lowest
among the Category C municipalities within the Eastern Cape; however, the population
number per municipal manager of 7954 is the second highest among the district
municipalities within the Eastern Cape. While the ratios indicate that there is adequate
municipal staffing capacity, there is a concern regarding the municipal managerial
capacity for the district municipality as a whole. A substantial number of the 209
municipal managers located within DC12 are to be found in the East London / King
Williams Town corridor (103 of the 209 municipal managers are within the service area
of EC125) and hence the balance of the service area of DC12 is lacking in municipal
managerial capacity.

Institutional and Technical Capacity

According to the information provided by the local authorities DC12 has within its
service area 51 municipal managers with an average of four years’ experience between
them; only seven of the incumbents are registered with an appropriate professional
institution.  Seven of the incumbents to the post of municipal manager are female and a
further 16 have a previously disadvantaged background. Only one of the incumbents to
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the post of municipal manager is over the age of 55. From a technical perspective there
are 15 incumbents to the post of Chief Technical Officer with an average of 15 years’
experience between them; only two of these incumbents are professionally registered.
There is one female and three incumbents that are from a previously disadvantaged
background among the technical incumbents; four of the 15 incumbents are over the age
of 55.

Of the local authorities within the area of jurisdiction of DC12, 14 have reported that the
office equipment available to them is adequate to fulfil their responsibilities; 14 have
indicated that the office furniture available is adequate and 12 reported the availability of
adequate office accommodation. DC12 is therefore well positioned in terms of
administrative infrastructure to operate effectively.

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 local authorities are entitld to carry out these
powers and functions within their service area. There are 16 powers and functions
designated as the responsibility of district municipalities listed in Section 84(1). The
local authorities within DC12 currently carry out 15 of these powers and functions albeit
sparsely.  As a consequence the primary responsibility still vests in the district
municipality as had been envisaged in the Act. As noted above DC12 will assume the
service area, to a substantial extent, of the Amatola Transitional District Council together
with its manpower structure and staff complement. The Amatola TDC is regarded as the
strongest and best capacitated of the transitional district councils within the Eastern Cape.

Thirteen of the Transitional Local Councils within the area of jurisdiction of DC12
supply electricity to communities within their service area; only seven of the local
authorities concerned have indicated that the electricity supply network is adequate.
Sixteen of the local authorities within DC12 operate water reticulation networks within
their service area; five of the local authorities concerned have reported that the
infrastructure to render the service is not adequate. There are 10 local authorities that
provide consumers within their service area with water borne sanitation, three of which
have indicated that the infrastructure is not adequate. The local authorities within DC12
currently perform other functions including 27 Schedule 5 functions and 16 Schedule 4
functions.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There are within the district council two finance directors with a average of seven years
experience. Both directors are not registered with any professional society. There is a
total of 41 staff members that reports to four line managers. The staff needs training in
certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 1 662 391 and an income per capita of R83. The
main revenue sources are levy income of 37% and grant income 21%.

Assessment of Efficiency

Exp as a % of Total [Salaries as a % of |Repairs as a % of
Income Total Exp Total Exp

95% 27% 1%

Depending on the functions and duties allocated to this district council, the efficiency
ratios can be managed to good effect. As can be seen, expenditure levels do not appear
out of line.

Assessment of Liquidity

Current Ratio Cash/Current Assets IAccRec/ Income |Debt Per Capital
1.50:1 -38% 30% R26

Although the liquidity ratio appears fairly strong, the DC has a negative cash flow
position of R15 million and has debtors of R42 million. If the credit control policies is
improved and adhered to, the cash flow position of the DC will improve vastly.

CONCLUSION

The DC12 appears to have the human resources as well as the revenue base to operate
effectively. It is therefore a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC13 (Amatola)

INSTITUTIONAL ASSESSMENT
Description of the Area

The district municipality DC13 is situated within the Eastern Cape and encompasses, to a
considerable degree, the service area of the Stormberg Transitional District Council.
DC13 extend across the middle of the Eastern Cape; the towns of significance within its
area of jurisdiction are Queenstown and Cradock. The region is particularly well known
for its cattle and sheep stud farms. The eastern part of the district municipality includes
parts of the former Transkei. There are 8 Category B municipalities contained within the
service area of DC13.

Population

The population of DC13 is the third largest among the five Category C municipalities
within the Eastern Cape. In 1996 it comprised of 833 411 people (17,4% of the total
population in the Eastern Cape) or 172 597 households. The number of registered voters
within the area is given as 314 500 (37,7% of the total population within DC13). The
population of DC13 is marginally higher than the entire population in the Northern Cape.

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 DC13 totals 2 445; in addition there are 61 senior
municipal managers and 65 other municipal managers within the existing municipal
structures. The population number per municipal employee of 341 is the third highest
among the Category C municipalities within the Eastern Cape; the population number per
municipal manager of 6614 is the second lowest among the district municipalities within
the Eastern Cape. The ratios reflect a lack of municipal managerial capacity; it is also
disparately distributed (EC131 has 57 of the 126 municipal managers within its service
area).

Institutional and Technical Capacity

The information provided by the local authorities indicates that DC13 has within its area
of jurisdiction 33 municipal managers with an average of 7,5 years’ experience between
them; only five of the incumbents are registered with an appropriate professional
institution. There are three female incumbents and a further ten from a previously
disadvantaged background; two of the municipal manager incumbents are over the age of
55. From a technical perspective DC13 has within its service area a total of 9 incumbents
to the post of Chief Technical Officer with an average of 13 years’ experience between
them; three of the incumbents are professionally registered and two are over the age of
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55. One of the technical incumbents is a female and two have a previously disadvantaged
background. DC13 does, therefore, have a municipal managerial capacity, both from an
administrative and technical perspective. The concern is the manner in which it is
dispersed through the district municipality.

Of the local authorities within the area of jurisdiction of DC13, 15 have reported that the
office equipment available to them is adequate to fulfil their responsibilities, 20 indicated
that the office furniture available is adequate and 15 reported the availability of adequate
office accommodation.  As a consequence, DC13 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 a local authority is entitled to carry out these
powers and functions within its service area. There are 16 powers and functions
designated as the responsibility of a district municipality listed in Section 84(1) of the
Act. The local authorities within the service area of DC13 currently carry out 13 of these
powers and functions albeit relatively sparsely. The imposition and collection of taxes,
levies and duties is carried out by 8 local authorities within DC13, while 7 are involved in
integrated development planning.  The primary responsibility, therefore devolves upon
the district municipality, as was envisaged by the Act. As noted above DC13 will
assume, to a marked degree, the service area of the Stormberg Transitional District
Council together with its manpower structure and staff complement.

Nineteen of the Transitional Local Councils within the area of jurisdiction of DC13
supply electricity to communities within their service area; 14 of the local authorities
concerned indicated that the electricity distribution network is adequate. Eighteen local
authorities within DC13 operate water reticulation networks within their service area;
three of these local authorities reported that the infrastructure to render the service is not
adequate. There are 14 Transitional Local Councils that provide consumers within their
service area with water borne sanitation; 11 of these local authorities reported that the
infrastructure is adequate to provide the service. The local authorities within the service
area of DC13 currently perform other functions including 25 Schedule 5 functions and 14
Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There are within the district council region a total of three finance directors with an
average of 13 years experience. Only one of the directors is registered with a
professional society. There is a total of 59 staff members who reports to six line
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managers. The staff needs training in certain areas to fulfill the accounting functions of
the District Council.

Assessment of Revenue

The District Council has a population of 833 411 and an Income per Capita of R31. The
main revenue sources are levy income of 44% and grant income 37%.

Assessment of Efficiency

Total Income as a % of Repairs as a % of Total
Total Expenditure Salaries as a % of Total Exp [Exp
85% 39% 1%

Expense generally appears well managed at the District Council. The staff costs seem to
be well managed.

Assessment of Liquidity

Current Ratio Cash/Current Assets |Acc Rec/ Income Debt Per Capital
3.85:1 57% 51% R11

The liquidity position of the District Council is fairly strong. It has a positive bank
balance and debtors well managed at R13 million.

CONCLUSION
The District Council is well managed in all financial spheres, although staff training will
enhance the management of the District Council.  Grant income will still play an

important role in the short-medium term.  This is a Classification 1 Category C
municipality.
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DISTRICT COUNCIL DC14 (Kei)

INSTITUTIONAL ASSESSMENT
Description of the Area

The district municipality DC14 is situated within the Eastern Cape and includes within its
area of jurisdiction to a substantial extent the service area of the Drakensberg Transitional
District Council. DC14 is located in the northern part of the Eastern Cape and borders on
the Free State and Lesotho; in terms of population it is the smallest of the district
municipalities within the Eastern Cape.  There are four Category B municipalities
contained within the service area of DC14.

Population

The population of DC14 is the smallest among the Category C municipalities within the
Eastern Cape. In 1996 it comprised of 349 145 people (7,3% of the total population
within the Eastern Cape) or 75 542 households. The number of registered voters in the
area is given as 135 018 (38,7% of the total population of DC14).

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 DC14 totals 782; in addition there are 40 senior
municipal managers and 11 other municipal managers within the existing local authority
structures. The population number per municipal employee of 446 is the second highest
among the Category C municipalities within the Eastern Cape; the population number per
municipal manager of 6846 is the third highest among the district municipalities within
the Eastern Cape. The service area of DC14 is characterised by extensive agricultural
settlements with small towns providing commercial centres for the farming communities
that surround them. The municipal managerial capacity is spread across the service area
of DC14.

Institutional and Technical Capacity

Category C Municipality DC14 has within its area of jurisdiction ten municipal managers
with an average of 13,2 years’ experience between them; eight of the ncumbents are
registered with a professional institution. Two of the incumbents to the post of municipal
manager are over the age of 55; two of the incumbents are from a previously
disadvantaged community. With regard to the technical situation within DC14 there are
six incumbents to the post of Chief Technical Officer with an average of 13 years’
experience between them. None of the incumbents to the technical post are
professionally registered; one has a previously disadvantaged background and one is over
the age of 55. As noted above there is resident within the service area of DC14 municipal
managerial capacity, both from an administrative and technical perspective.

126



Of the local authorities within the service area of DC14, eight have reported that the
office equipment available to them is adequate to undertake their responsibilities, 12
indicated that the office furniture available is adequate and 8 reported the availability of
adequate office accommodation. As a consequence, DC14 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 ad 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 within its service area. There are 16 powers and functions
designated as the responsibility of district municipalities by Section 84(1) of the Act.
The local authorities within the service area of DC14 currently carry out 13 of these
powers and functions albeit very sparsely. As a consequence the primary responsibility
vests in the district municipality as was envisaged in the Act. As noted above DC14 will
assume the service area, to a marked extent, of the Drakensberg Transitional District
Council together with its manpower structure and staff complement.

Eleven of the Tansitional Local Councils within the area of jurisdiction of DC14 supply
electricity to communities within their service area; in each case the electricity supply
network is reported as being adequate. Thirteen local authorities operate a water
reticulation network within their service areas; five of these local authorities have
reported that the infrastructure is not adequate to deliver the service. There are eight
transitional local councils that provide consumers within their service area with water
borne sanitation; six of these local authorities have indicated that the infrastructure to
render the service is adequate. The local authorities within the service area of DC14
currently perform other functions including 24 Schedule 5 functions and 12 Schedule 4
functions.

FINANCIAL ASSESMENT

Assessment of Financial Human Resource Capacity

There are within the district council region a total of two finance directors with an
average of 14 years experience. Only one of the directors is registered with a professional
society. There is a total of 29 staff members who reports to two line managers. The staff
needs training in certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 349 145 and an Income per Capita of R74. The
main revenue sources are levy income of 16% and grant income 73%.
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Assessment of Efficiency

Total Income as a % of Repairs as a % of Total
Total Expenditure Salaries as a % of Total Exp [Exp
94% 57% 1%

The efficiency ratios seem to be well managed to a good effect. Efficiency ratios with
respect to salaries seem unreasonable high.

Assessment of Liquidity

Current Ratio | Cash/Current Assets | Acc Rec/ Income Debt Per Capital
1.53:1 9% 27% R16

The liquidity seems fairly strong in the District Council. However the debtors outstanding
is R7million, which indicates that the debtor’s collection must be managed more
effectively. The strong liquidity ratio could be due to book assets and not real cash
assets. Currently the net Bank Balance of only RO, 73 million indicates that the District
Council may incur cash flow problems very soon if the debtors collection do not
improve.

CONCLUSION
The structure needs to develop a revenue base in order to operate effectively. Expense
management needs to improve and coupled with this, a revenue collection strategy needs

to be enforced to ensure the structures future financial viability. This is a Classification 1
Category C municipality.
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DISTRICT COUNCIL DC15 (Keiand Wild Coast)

INSTITUIONAL ASSESSMENT
Description of the Area

The district municipality DC15 is situated within the Eastern Cape and encompasses the
majority of the former Transkei.  DC15 has an area of jurisdiction that is an
amalgamation of the service areas of the Kei Transitional District Council and the Wild
Coast Transitional District Council. The service area of DC15 is characterised by a
predominantly rural population where the towns fulfil the function of commercial centres
for the communities that are in the area. The population of DC15 is the largest of the
district municipalities within the Eastern Cape; however it is also the Category C
municipality with the most limited resources. There are seven Category B municipalities
contained within the service area of DC15.

Population

The population of DC15 is the highest among the Category C municipalities within the
Eastern Cape. In 1996 it comprised of 1 564 251 people (32,7% of the total population of
the Eastern Cape) or 298 518 households. The number of registered voters in the area is
given as 488 922 (31,3% of the total population within DC15).

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 DC15 totals 1 555; in addition there are 27 senior
municipal managers and 21 other municipal managers within the existing municipal
structures.  The population number per municipal employee of 1 006 is the highest
among the Category C municipalities within the Eastern Cape; similarly the population
number per municipal manager of 32 589 is the highest among the district municipalities
within the Eastern Cape. Excluding the cross boundary district councils the population
number per municipal employee is the third highest among Category C municipalities in
South Africa. However, the population per municipal manager in DC15 is the highest
among Category C municipalities in South Africa, including the cross boundary district
councils.  The ratios reflect the dearth of municipal capacity, in particular municipal
managerial capacity within the service area of DC15. In addition 1 244 of the 1 555
municipal employees are found within the service area of EC157 (which includes
Umtata) — this represents 80% of the total municipal staffing capacity of DC15. Not only
is there a desperate lack of capacity; what capacity there is, is disproportionately
distributed.
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Institutional and Technical Capacity

The information provided by the local authorities indicates that there are 13 municipal
managers within the area of jurisdiction of DC15; they have an average of four years’
experience between them and three of the incumbents are registered with an appropriate
professional institution. Ten of the incumbents in the post of municipal manager have a
previously disadvantaged background and two are females; only one of the 13
incumbents is over the age of 55. In regard to the technical capacity within the service
area of DC15, there are eight incumbents to the post of Chief Technical Officer with an
average of 3,75 years’ experience between them; one of them is professionally qualified.
One of the incumbents in the technical post is a female and four are from a previously
disadvantaged background; two of the incumbents are over the age of 55. While DC15
has some municipal managerial capacity, both from an administrative and technical
perspective, it is not adequate to address the needs of the communities within DC15.

Of the local authorities within the service area of DC15, ten have reported that the office
equipment available to them is adequate to undertake their responsibilities, 17 have
indicated that the office furniture available is adequate and ten have reported the
availability of adequate office accommodation. As a consequence, DC15 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 a local authority is entitled to carry out these
powers and functions within its service area. There are 16 powers and functions
designated as the responsibility of district municipalities by Section 84(1) of the Act.
The local authorities within the service area of DC15 currently undertake 11 of these
powers and functions with a fair degree of intensity. Integrated development planning,
the imposition and collection of taxes, levies and duties, and the receipt, allocation and
distribution of grants is carried out by 11 local authorities within DC15 respectively. In
addition bulk supply of water, municipal public works and the regulation of passenger
transport services is undertaken by ten local authorities within DC15 in each case. There
is nevertheless an important role to be fulfilled by the district municipality. As noted
above, DC15 will assume a service area comprising the amalgamation of the Kei
Transitional District Council and the Wild Coast Transitional District Council together
with their manpower structures and staff complements. In this regard it is noted that, in
keeping with the situation in the rest of the former Transkei, both transitional district
councils are facing a severe lack of capacity, in particular in the technical field

Twenty-one of the Transitional Local Councils within the area of jurisdiction of DC15
supply electricity to communities within their service area; 16 of the local authorities
concerned have indicated that the electricity supply network is adequate. Seventeen of
the local authorities within DC15 operate a water reticulation network within their service
areas; only seven of the local authorities concerned have reported that the infrastructure
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to render the service is adequate. Only seven local authorities within DC15 provide
consumers within their service area with water borne sanitation, the infrastructure for
which is adequate in only two of the local authorities concerned. The local authorities
within the service area of DC15 currently perform other functions including 26 Schedule
5 functions and 13 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

There is within the district council region a total of one finance directors with an average
of two years’ experience. The director is not registered with a professional society.
There is a total of 11 staff members who reports directly to the director. The staff needs
training in certain areas to fulfill the accounting functions of the District Council.

Assessment of Revenue

The District Council has a population of 1 564 251 and an income per capita of R10. The
main revenue sources are levy income of 56% and grant income 33%.

Assessment of Efficiency

Total Income as a % |[Salaries as a % of Total [Repairs as a % of
of Total Expenditure [Exp Total Exp

42% 45% 3%

Depending on the functions and duties allocated to this district council, plus the
availability of good human resources, the efficiency ratios can be managed to good
effect.

CONCLUSION

The structure will need redeployment of external resources to become viable. Effective
financial management will be crucial as revenue resources are limited and expense
efficiency needs to be maintained. The District Council has healthy reserves, but this was
partly due to good financial management, and also partly due to under-spending of
reserves funds on infrastructure backlogs. This is a Classification 1 Category C
municipality.
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DC 44 (New District Council — Umzimkulu area)

INSTITUTIONAL ASSESSMENT
Description of the Area

The category C Municipality DC44 is a new District Council which has within its area of
jurisdiction the Transitional Local Councils of Umzimkulu and Mount Frere and Mount
Ayliff. The area forms part of the Wild Coast Disctict Council. The service area of
DC44 is part of the former Transkei and the town of Umzimkulu featured a border post
between South Africa and Transkei during the latter’s period of “independence”. DC44
is characterised by a large, primarily rural area interspersed with some small towns.

Population

Based on the 1996 census, the population of EC44 is 548 485, which is very large for a
relatively small geographic area. The number of households is 113 833. The number of
registered voters in the area is given as 176 875.

Population to Municipal Employees/ Manager Ratios

The three Transitional Local Councils in DC44 have a total of 131 employees. The ratio
of population per employees is 4 096. The average population per manager ratio for
DC44 is an exceptionally difficult 59 432 as there are only nine managers currently
employed in the Transitional Local Councils making up DC44.  These ratios reflect the
reality faced by municipalities within the former Transkei, i.e. a large population to be
served Dby limited municipal structures and even more limited municipal managerial

capacity.
Institutional and Technical Capacity

DC44 has within its area of jurisdiction a total of nine managers, with an average of ten
years’ experience. Almost half are from previously disadvantaged backgrounds and two
are female. The situation in terms of technical management within DC44 is that there are
two incumbents to the post of Chief Technical Officer and both have reasonable
experience.  Thus, while there is some municipal managerial capacity in DC44, how this
capacity is deployed into the new District Council will impact on the ability of the
municipality to carry out its necessary functions.

The transitional local authorities within the service area of DC44 have indicated that
while the office furniture and office accommodation available is adequate to undertake
their responsibilities, the office equipment is not. This will need to be addressed if the
administrative operation of EC44 is to be effective.
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Functions

Section 84 (1) of the Municipal structures Act, Act 117 of 1998, specifies the functions to
be performed and powers exercised by a Category C municipality. Section 84 (3) of the
Act indicates that nothing precludes a local authority from carrying out the functions and
powers determined for district municipalities. The allocation of powers and functions
into this new District Council still needs to take place.

The Umzimkulu Transitional Local Council within the service area of DC44 supplies
electricity, operates a water reticulation network and provides water borne sanitation to
the communities within its service area. Only in the case of water reticulation service is
the infrastructure adequate. The local authorities within DC44 currently perform other
functions including nine Schedule 5 functions and six Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The capacity within this new District Council will depend on how the human resources of
the existing structures are redeployed.

Assessment of Revenue

As this is a new District Council which was originally included as part of a cross-
boundary District Council with KwaZulu Natal to the north, no financial information is
available at this time. Given the general characteristics of this area of the former
Transkel, revenue is expected to be very modest.

Assessment of Liquidity

The liquidity of this District Council will depend on the allocation of assets and liabilities
between the existing structures.

CONCLUSION

In terms of the board’s proposed categorisation of Category C municipalities, DC44 is
regarded as a Classification 3 Category C municipality.
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