KWAZULU-NATAL
MUNICIPALITIES




MUNICIPALITY KZ211

INSTITUTIONAL ASSESSMENT
Description of the area

This is a large, rural area of mainly customary tenure, located immediately south of the
Durban metropolitan area.

Population

KZ211 has a population of 104 370, or 17 301 households. There are 33 289 registered
voters.

Functions

This is a new Category B municipality and capacity will need to be built to undertake
local functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

Two senior registered treasury management staff, with a combined 26 years’ experience,
as well as five managers and 53 support staff, who are trained in financial matters,
performs the financial functions of the municipality.

Assessment of Revenue

The total income per capita is below average, owing to the mix of developed and
undeveloped areas. Income from grants constitutes a very small portion of the total
revenue, and is below average for its category. Income from rates is also below average,
owing to the partly rural nature of the area. Unemployment in the area is high at 10 629
people; if job opportunities can be created for them, they will be able to support revenue
in the new municipality.

Assessment of Efficiency

Salary expenses appear to be very high, but staff is adequately trained, so this figure may
be accurate. Repairs and maintenance expenditure also seems to make up a very small
portion of total expenses, but can increase in future as the infrastructure upkeep demand
rises.



Assessment of Liquidity

This municipality appears to have a strong liquidity ratio, even if investments are
excluded. The rest of the liquidity ratios look extremely healthy. Debtors are very high
compared to total revenue derived from debtors. This indicates a need to upgrade credit
control.  Cash cover of monthly expenses is currently inadequate for this municipality,
but can improve with credit control.

CONCLUSION

Given that this is a new Category B municipality, capacity is limited and will have to be
built while all functions will need to be assumed initially by the District Council. KZ211
is therefore regarded as a Classification 6 Category B municipality.



MUNICIPALITY KZ212 (Scottburgh-Umzinto North TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ212 is a coastal area to the immediate south of the Durban metropolitan area. It
includes a number of small to medium-sized towns, as well as a relatively small
surrounding rural environment.

Population

KZ212 has a population of 56 059, or 13 020 households. There are 28 760 registered
voters in KZ 212.

Population to municipal employees/managers ratios

Current local government capacity is significant and comprises 374 municipal employees
and 18 senior and other managers. This yields a good population-per-employee number
of 150, and a fair population-per-manager number of 2 950.

The level of experience of senior managers is good, averaging 13 years. Almost half are
professionally registered and 27% are previously disadvantaged individuals.

Within the same area of KZ212, local authorities indicated that they have adequate office
furniture, equipment and accommodation to undertake their responsibilities.

Functions

The range of functions exercised locally is relatively high, but typical of a tourism
district. ~ Functions performed include eight Schedule 4 functions and 20 Schedule 5
functions.  Local authorities indicated adequate capacity to undertake these functions.
Apparently, no functions are exercised by the District Council.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The three senior treasury management staff, of whom two are registered, have a
combined average of eight years’ experience. There are no managers and only eight

support staff. Al are trained in financial issues and can fulfil the financial functions of
the municipality.




Assessment of Revenue

Total income |Rates general Rates income [Economic services
per capita  [income per capita |per capita income per capita
R106 R90 R75 R16

Total income per capita is considerably higher than the category average. Grant income,
at 2,8%, does not constitute a very big portion of total income. Income from rates per
capita is far higher than the category average, owing to the high property valuations in the
Scottburgh-Umzinto North TLC.

Income mix as % of total income

Rates and general income 84,7
Other income 12,5
Grant income 2,8
Total 100,0

Assessment of Efficiency

Total exp as a % ofjSalaries as|Repairs as %o off
total income % of totaltotal
(excluding grants) expenditure [expenditure

92% 37% 14%

Expenditure on salaries is above the norm.Repairs and maintenance expenditure is
currently high in only one municipality, but with unbundling can spill over to the total
area of KZ212, as the need for infrastructure upkeep rises.

Assessment of Liquidity
Current |Cash to fé%ceoi\egge to ;:rlj):ﬁgn?e bt to Total debt
ratio current assets per capita
total revenue |revenue
1.08:1 25% 247% 306% R325

The current ratio is weak.It appears that this municipality is very cash restricted and this
may cause a problem in the short term. The ratio of accounts receivable to total revenue
is unacceptably high at 247%. A major credit control effort is needed to translate debtors
to cash. Debt per capita is high and will influence future external capital requirements.



CONCLUSION

Based on the level of budgeted income and the fairly good capacity of local government
to carry out the range of functions, KZ212 is regarded as a Classification 5 Category B
municipality.



MUNICIPALITY KZ213 (Ixopo TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural area of mixed tenure located between the coastal districts of
southern KwaZulu-Natal and the Ixopo area.

Population

KZ213 has a population of 163 569, or 27 456 households. There are 60 598 registered
voters in KZ213.

Functions

This is a new Category B municipality that will require deployment of technical capacity
to undertake basic municipal functions initially. Until such time, the District Council will
need to undertake these functions. There is currently no local government capacity in the
area, and no functions are exercised locally.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

A senior registered treasurer, with 16 years’ experience, is in place, as well as four
management staff and 48 support staff, who are all trained in financial functions.

Assessment of Revenue

Only a small portion of income is derived from grants and seems to be well below
average. Rates income per capita seems non-existing, and trading services seem to be
well below average in this undeveloped area. The population has the potential to enhance
future revenue streams.

Assessment of Efficiency
Salary expenses are alarmingly high and expenditure on repairs seems non-existent.
Assessment of Liquidity

This municipality appears to have a strong liquidity ratio, even when investments are
excluded. The rest of the liquidity ratios look fairly healthy. Cash to cover expenses is
low.




CONCLUSION

As KZ213 is a new Category B municipality, it will need to build local government
capacity. KZ213 is therefore categorised as a Classification 6 Category B municipality.



MUNICIPALITY KZ214 (Harding TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ214 is a rural area on the southern boundary of KwaZulu-Natal, in the vicinity of the
small town of Harding.

Population

The population of KZ214 is 84 534, or 14 716 households. KZ 214 has 29 797 registered
voters.

Population to municipal employees/managers ratios

KZ214 currently has 123 municipal employees and five senior and other managers. In
relation to the total population of the area, this yields a challenging population-to-
employee ratio of 687 and population-to-manager ratio of 2 950.

The senior managers in KZ214 have moderate experience at an average of nine years.
Sixty percent are professionally registered and 20% are previously disadvantaged
individuals.

Functions

Office equipment in the town of Harding is adequate to undertake current functions.

In terms of functions exercised locally, 11 Schedule 4 functions and 15 Schedule 5
functions are performed. In relation to staffing and management capacity, this range
seems on the high side, but is currently restricted to one formal urban area.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

A senior registered Treasurer, with 25 years’ experience, is in place. Four management
staff members are also in place, and 48 support staff are all trained in financial functions.




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
R260 R174 R22 R72 R14

Grants, at 2%, do not form a big part of the total income of this municipality. Total
income per capita is far higher than average, and so are per capita rates and trading
services.

Income mix as % of total income

Rates and general income 66,9
Electricity income 18,9
Water income 6,0
Other income 6,2
Grant income 2,0
Total 100,00

Assessment of Efficiency

Bulk electricity
purchases as % of
sales

Total expenditure as %
of total income
(excluding grants)

50%

Salaries as % of
total expenditure

Repairs as % of total
expenditure

34% 11% 56%

Salaries do not constitute a very big part of total expenditure, which is indicative of
efficiency. Repairs and maintenance seem to be a bit high, but this indicates that
infrastructure is well maintained. The electricity margins generated are acceptable.

Assessment of Liquidity

Cashto  |Accounts
Cu_rrent current receivable to Total debt to Total d‘?bt
ratio current revenue [per capita
assets total revenue
1.64:1 56% 15% 23% R59

This municipality appears to have a strong liquidity ratio, even if investments are
excluded. The rest of the liquidity ratios look fairly healthy. Debtors do not seem to be
very high, and the accounts payable are under control.
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CONCLUSION

Based on the level of budgeted income, the fairly good institutional capacity and the
range of functions currently performed, KZ214 is regarded as a Classification 4 Category
B municipality.
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MUNICIPALITY KZ215

INSTITUTIONAL ASSESSMENT
Description of the area

KZ215 is a rural area on the southern border of KwaZulu-Natal, located between Port
Shepstone and Harding.

Population

KZ215 has a population of 44 618, or 8 099 households. There are 15 316 registered
voters in KZ215.

Functions

This is a new Category B municipality which still requires capacity to be built to
undertake non-financial functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

A senior registered treasurer, with 16 years’ experience, is in place, and so are four
management staff and 48 support staff, all trained in financial functions.

Assessment of Revenue

Total income per capita is below average, and not a lot of income is derived from grants.
Rates are non-existent, and only a small portion of income is derived from trading
services in this rural area.

Assessment of Efficiency

Salaries seem very high for this municipality, owing to the low income base. Repairs and
maintenance are low and will lead to higher future expenses, as infrastructure and
maintenance demands increase.

Assessment of Liquidity

This aspect of the municipality seems healthy. Cash holdings are very low. Accounts
receivable is not very high, and the percentage of total revenue locked up in accounts

receivable is not large. The reason for this is that the municipality does not supply
economic services such as water and electricity.
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CONCLUSION

The municipality would depend largely on grant income for its sustainability in the short
term until income generation is established. KZ215 is therefore categorised as a

classification 6 Category B municipality.
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MUNICIPALITY KZ216 Port Shepstone TLC

INSTITUTIONAL ASSESSMENT
Description of the area

KZ216 is on the south coast of KwaZulu-Natal. It incorporates a number of small coastal
towns, the larger town of Port Shepstone, and significant adjacent peri-urban and rural
areas.

Population

KZ216 has a total population of 193 576, or 42 598 households. There are 96 035
registered voters in KZ216.

Population to municipal employees/managers ratios

Local government capacity in the area is significant, with 1 335 municipal employees and
64 senior and other managers. This yields a fair population-per-employee ratio of 145
and a population-per-manager ratio of 3 025.

Senior managers in KZ216 have good levels of experience, averaging 16 years. Seventy
two percent professionally registered and 40% are previously disadvantaged individuals.

Functions

Within the same area of KZ216, four local authorities indicated that they have adequate
office equipment, furniture and accommodation to undertake their responsibilities. There
is therefore adequate infrastructure.

The significant list of local government functions exercised locally includes ten Schedule
4 functions and 23 Schedule 5 functions. Schedule 4 functions common to most local
authorities in KZ216 include health services, sanitation and sewage services, stormwater
management, municipal planning and public works. The schedule 5 functions common
to many local authorities in KZ216 include beaches, engineering services, cleansing,
emergency services, libraries, municipal parks and roads. The district council also
performs ten functions in this area.
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FINANCIAL ASSESSMENT
Assessment of Financial Human resources capacity

The six senior financial directors/treasurers, of whom four are registered with appropriate
professional institutions, have an average of 18 years’ experience. Six managers and 51
support staff, who are trained in financial functions, complement them. All can
adequately fulfill the financial functions of the municipality.  This municipality has an
excess of human resources, and personnel should be transferred to other municipalities or
District Councils where the need may be greater.

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
R703 R495 R349 R84 R124

Only one of the old municipalities in KZ216 relies on grants, and only to a small extent.
In total, grants constitute 0,9% of total revenue. Income from rates constitutes a
substantial part of total income, and is well over the average for this area owing to the
high property valuations in these older south coast towns. These towns generate
substantial tourism income on a seasonal basis, which enhances the revenue flow.
Trading services, on the other hand, are negatively affected because the agricultural and
rural areas are not supplied with water and electricity.

Income mix as % of total income

Rates and general income 70,4
Electricity income 12,0
Other income 16,7
Grant income 0,9
Total 100,0

Assessment of efficiency

Total expenditure Salaries as %|Repairs as % ofBulk electricity|
as % of total purchases as %
. of totaltotal
income expenditure |expenditure of sales
(excluding grants)

52% 38% 7% 59%

Salary expenses do not seem to be high, and expenditure on repairs and maintenance is
low. This may require higher expenditure on upkeep in the future.The margin on
electricity sales seem reasonable.
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Assessment of liquidity

Current Cash o Acco_unts Total debt to Total debt
. current receivable to .
ratio current revenue |per capita

Assets total revenue
1,90:1 22% 63% 43% R305

The current ratio looks strong but a substantial component thereof is overdue accounts
receivable, standing at 63% of total revenue. This results in the cash position also to be
too low. Debt is far too high.

CONCLUSION

Based on the level of budgeted income and KZ216’s capacity to exercise the range of
functions performed locally, it is regarded as a Classification 2 Category B municipality,
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MUNICIPALITY KZ221 (New Hanover TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ221 s a rural area of mixed tenure in central KwaZulu-Natal, which includes the
small towns of New Hanover and Dalton.

Population

KZ221 has a population of 107 680, or 21 849 households. There are 36 208 registered
voters in KZN221.

Population to municipal employees/managers ratios

There are modest numbers of municipal employees and managers in the small towns — 58
employees and 13 senior or other managers. This is reflected in a challenging population-
per-employee figure of 1 857 and population-per-manager figure of 8 283.

The experience levels of senior managers in KZ221 are on the low side (an average of six
years), only 20% are professionally registered, and there are no previously disadvantaged
individuals employed.

Functions

The range of functions exercised locally is very high by comparison with the level of
human resources located here: 11 Schedule 4 functions and 21 Schedule 5 functions. The
district council currently provides six functions.

Three TLC’s provide electricity and water, whereas only two provide sanitation services
and all of these indicate adequate capacity to undertake these functions.

FINANCIAL ASSESMENT

Assessment of financial human resources capacity

There are three directors of finance/treasurers, with a combined average 19 years’

experience. One of them is registered. One manager and 23 support staff are trained in
financial functions. There are only two vacancies.
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Assessment of revenue

Total income
per capita

Rates general
income per capita

Rates income
per capita

Trading services
income per capita

Economic services
income per capita

R35

R27

R9

R7

R1

Of the municipality’s total ncome, 13,1% is derived from grants. The total grants
received are high, owing to the undeveloped areas. Trading services are below the
category average because of the non-supply of electricity.

Income mix as % of total income

Rates and general income 69,0
Water income 17,3
Other income 0,6
Grant income 13,1
Total 100,0

Assessment of efficiency

Salary expenditure appears to be normal and is not causing a problem at present.
However, expenditure on repairs and maintenance seems very high and may continue to
be so. Water margins appear reasonable.

Total expenditure Salaries as % [Repairs as % of Bulk water
as % of total purchases as %
. of total total
incorme expenditure |expenditure of sales
(excluding grants) P P

153% 18% 53% 54%

Assessment of liquidity

Cash on hand seems very healthy for this new municipality. Debtors are not very high
and accounts receivable seem healthy as well. The debt per capita is low.

Current |Cash to ':éccceoi\ljgge to Ilj)rt?eln(ze bt to Total debt
ratio current assets per capita
total revenue |revenue
2,02:1 81% 11% 30% R10
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CONCLUSION

Based on the level of budgeted income and the range of functions exercised locally,
KZ221 is a Classification 6 Category B municipality.

19



MUNICIPALITY KZz222 (Howick TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ222 is located inland of Pietermaritzburg, astride the N3 freeway, and includes a
number of small towns, the largest being Howick, and commercial farming areas.

Population

KZ222 has a total population of 74 332, or 16 960 households. There are 31 793
registered voters in KZ222.

Population to municipal employees/managers ratios

Current local government capacity in KZ222 is significant and comprises 331 municipal
employees and 12 senior and other managers, yielding a fair population-per-employee
figure of 225 but a difficult population-per-manager figure of 6 194.

The experience of senior managers in KZ222 is relatively high with an average of 15
years. Two-thirds are professionally registered and 50% are previously disadvantaged
individuals.

Within the service area, the town of Howick indicated that it has sufficient infrastructure
in the form of office equipment, furniture and accommodation to carry out its
responsibilities.

Functions

The range of functions currently exercised locally is wide, and includes ten Schedule 4

functions and 22 Schedule 5 functions. In addition, eight functions are carried out by the
District Council.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

There are two directors of finance/treasurers, with 19 years’ experience, one of whom is
registered. The directors are supported by one manager and 24 support staff, who are all
trained in financial functions. There are only two vacancies.
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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
R595 R314 R95 R256 R25

This municipality relies on grants, at a significant 3,5% of total income. The other

income amounts fall roughly within the category average.

Is above average. Rates revenue is also acceptable.

Income mix as % of total income

Rates and general income 52,8
Electricity income 28,7
Water income 14,3
Other income 0,7
Grant income 3,5
Total 100,0

Assessment of efficiency

Revenue from trading services

Total expenditure
as % of total
income

(excluding grants)

Salaries as %
of total
expenditure

Repairs as % of
total
expenditure

Bulk water
purchases as %
of sales

Bulk electricity
purchases as %
of sales

137%

24%

4%

76%

71%

Salary expenses do not seem to be high at present. Repairs and maintenance expenditure
is also not a big concern currently, but could eventually increase. Water and electricity
expenditure will have to be monitored.

Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
X current receivable to current :
ratio per capita

assets total revenue revenue
3.341 45% 37% 23% R137

The current ratio is strong with cash forming 45% thereof. The ratio of accounts
receivable to revenue is high at 37%, and should be carefully monitored if trading
services increase. Debt levels are reasonable.
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CONCLUSION
Based on the level of budgeted income and the capacity of local government to undertake

the range of functions being exercised locally, KZ222 is regarded as a Classification 4
Category B municipality.
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MUNICIPALITY KZ223 (Mooi River TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely commercial farming area in the vicinity of (and including) the town of
Mooi River.

Population

KZ223 has a population of 25 110 people, or 4 606 households. There are 9779 registered
voters on KZ223

Population to municipal employees/managers ratios

There are 150 municipal employees, and three senior and other managers. The
population-per-employee figure of 167 is fair to good, whereas the population-per-
manager figure of 8 370 is poor.

The experience level of senior managers is poor, only 33% are professionally registered,
and there are no previously disadvantaged individuals employed. Management capacity
is therefore very low for KZ223.

Functions

The range of functions exercised locally is very low with no Schedule 4 functions and

one Schedule 5 function. While this could be an error, it probably reflects the
management constrains in this area.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

The one unregistered, Director of Finance has no experience. There is no management
staff, but six support staff.
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Assessment of revenue

Total income [Rates general Trading services |[Economic services
per capita  [income per capita [income per capita [income per capita
R342 R100 R33 R209

This municipality does not rely on grants, as it is mostly an agricultural area. The
landowners supply the bulk of infrastructure, although it is sub-standard. Income from
rates is non-existent, and trading services seem to be well under the category average,
owing to the rural nature of this area.

Income mix as % of total income

Rates and general income 29,3
Water income 9,7
Other income 61,0
Total 100,0

Assessment of efficiency

Total expenditure as % of{Salaries as %
total income of total
(excluding grants) expenditure

153% 43%

Salary expenses are higher than the norm and should be monitored and,where possible,
reduced. More revenue is to be generated in order to reduce the income/expenditure gap.

Assessment of liquidity

Current Cash to Acco_unts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
2,721 43% 62% 44% R151

This municipality appears to have a strong liquidity ratio, even when investments are
excluded. The ratio of accounts receivable to revenue is unacceptably high at 62%.
Stricter application of credit control policies should be pursued. Total debt per capita is
high.
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CONCLUSION

Based on the level of budgeted income and the limited institutional capacity, KZ223 is
regarded as a Classification 5 Category B municipality.
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MUNICIPALITY KZ224 (Tugela TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a rural area of mixed tenure, situated between Pietermaritzburg and the
Drakensberg. It includes the Tugela Ferry area, but also has no large towns.

Population

The population of KZ224 is 33 948, or 5 878 households. There are 11 272 registered
voters.

Population to municipal employees/managers ratios
There is a very small existing municipality, consisting of ten employees and one senior
manager. The resultant population-per-employee and population-per-managers figures

look very poor, at 3 395 and 33 948 respectively.

The one senior manager is a previously disadvantaged individual, with only one year's
experience and is not professionally registered.

Functions
The functions currently exercised locally are modest and include two Schedule 4
functions and nine Schedule 5 functions. However, given local capacity, even this range

seems ambitious.

No electricity and sanitation services are carried out and one local authority provides
water reticulation in KZ224.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The directors of finance/treasurers, one of whom is registered, have 13 years’ combined
experience. There is one management staff member and 22 support staff, who are trained

in financial functions.

Assessment of revenue

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

R16 R15 R1

Grants, at 40,2%, are the major sources of income in this inadequately developed rural
area. Income from rates is low. Trading services are well below average, as only very
modest distribution takes place. The income per capita is low.

Income mix as % of total income

Rates and general income 51,0
Water income 2,5
Other income 6,3
Grant income 40,2
Total 100,0

Assessment of efficiency

Total expenditure
as % of total
income

(excluding grants)

362% 48% 4%

Salaries as % [Repairs as % of
of total total
expenditure |expenditure

Salary expenses are high and should be monitored and reduced. Repairs and maintenance
do not seem high but may increase in future. Efforts should be made to reduce the
income/expenditure gap.
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Assessment of liquidity

Current Cash to Acco_unts Total debt to Total debt
. current receivable to |current ;
ratio per capita

assets total revenue [revenue
13.971 86% 11% 6% R1

Cash on hand looks very healthy. The number of debtors is low owing to the modest
supply of services.

CONCLUSION

Based on the very low budgeted income, the chance of grants and the very modest local
capacity, KZ224 is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY KZ225 (Pietermaritzburg TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ225 comprises the city of Pietermaritzburg and its surrounds. Pietermaritzburg is
KwaZulu-Natal’s second-largest city (after Durban), with a complex and diverse urban
economy.

Population

KZ225 has a population of 521 805, or 116 536 households. There are 216 467
registered voters in KZ225.

Population to municipal employees/managers ratios

There is very significant local government capacity in KZ225, which comprises 3 669
municipal employees, and 203 senior and other managers. This yields fair to good
population-per-employee and population-per-manager figures of 142 and 2 570
respectively.

The level of experience of senior managers in KZ225 is high (an average of 17 years),
and 50% are professionally registered. However, only 10% are previously disadvantaged
individuals.

Within the service area, the local authorities indicated that they have adequate office
furniture, equipment and accommodation, indicating good infrastructure levels.

Functions

A wide range of functions is performed locally, including 14 Schedule 4 functions and 21
Schedule 5 functions. The level of human resources in this area is certainly adequate in
relation to this range, which could well be expanded in future. Currently the district
council performs six functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The one registered Director of Finance, with 43 years’ experience, works with 26

management staff and 434 support staff, all trained in financial functions. There are 20
vacancies. T he staff complement is high and could be a source of capacity for under-
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capacitated municipalities. The long years’ of experience of the finance director indicate
that he may have reached retirement age.

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

R1 738 R1 024 R276 R629 R85

Total income per capita is acceptable, with the Pietermaritzburg-Msunduzi Transitional
Local Council the major contributor. The municipality does not rely heavily on grants
for income, which constitute only 4,7% of total income. Per capita income from rates is
high, owing to the industries and residential areas in the municipality. Trading services
are just below average, but should not cause too much concern. Economic service
indicators are acceptable. The unemployment figure is high at 84 632, or 16,22% of the
population. Grants may be needed in future for housing in the municipality.

Income mix as % of total income

Rates and general income 58,9
Electricity income 28,7
Water income 7,5
Other income 0,2
Grant income 4,7
Total 100,0

Assessment of efficiency

Total expenditure Salaries as % |Repairs as % of Bulk water Bulk electricity
as % of total b purchases as % [purchases as %
) of total total
income . , of sales of sales

. expenditure |expenditure
(excluding grants)

55% 43% 11% 83% 60%

Salary expenditure is on the high side and should be monitored.Repairs and maintenance
are not a cause for concern. Water and electricity margins are acceptable.

30



Assessment of liquidity

Cash to

Accounts

Total debt to

Current . Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
1.02:1 17% 23% 29% R502

Both the current and cash ratios are too low.Although collections are reasonable, there is
room for improvement in order to improve the cash position.Credit control should
therefore be more strictly applied. Total debt per capita figures do not appear to be

alarming.

CONCLUSION

Based on the level of budgeted income and the good local government capacity, to
exercise the range of functions currently performed locally, KZ225 is regarded as a

Classification 1 Category B municipality.
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MUNICIPALITY KZ226 (Camperdown TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ226 is a largely rural area located between the Durban metropolitan and
Pietermaritzburg areas. It includes a few small towns, of which Camperdown is the
largest.

Population

The population of KZ226 is 45 052, or 8 352 households. There are 23 096 registered
voters in KZ226.

Population to municipal employees/managers ratios

There is very limited local government capacity in the area with only 22 municipal
employees and two senior managers. This yields unfavourable population-per-employee
and population-per-manager figures of 2 048 and 22 526 respectively, but these figures
should be read in the context of a largely rural area.

The level of experience of existing senior managers is high (average of 18 years),
although none are professionally registered or previously disadvantaged individuals.

Functions

The core functions of water and sanitation are provided, although electricity reticulation
is not undertaken. The range of functions exercised locally is significant (eight Schedule
4 and 16 Schedule 5 functions), and is on the high side for the level of human resources
located here.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The municipality has one registered Director of Finance supported by two management
and 456 support staff trained in all the financial functions
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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
R35 R27 R15 R7

Total income per capita is acceptable and grants constitute only a small portion of total
Per capita income from rates is at an acceptable level.

income at 0,5% of total revenue.

Trading services constitute a major part of revenue.

Income mix as % of total income

Rates and general income 77,1
Water income 20,1
Other income 2,3
Grant income 0,5
Total 100,0

Assessment of efficiency

Total expenditure Salaries as % [Repairs as % of Bulk water
as % of total of total otal purchases as %
income . : of sales
(excluding grants) expenditure |expenditure

89% 42% 4% 58%

Expenditure on salaries is high and has to be monitored. Repairs and maintenance are low

and indicate a high future need for upkeep of infrastructure.

acceptable.

Assessment of liquidity

Water margins are

curenc S0 ot 1o X1 oy
ratio assets total revenue revenue per Caplta
7,49:1 90% 14% 18% R6

The current ratio is strong and has a high cash component.

managed. Debt levels are low.

Debtors seem to be well
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CONCLUSION

Based on the level of budgeted income and the level of institutional capacity, KZ226 is
regarded as a Classification 6 Category B municipality.
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MUNICIPALITY KZz227 (Richmond TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ227 is a largely rural area of mixed tenure centred on the town of Richmond.
Population

KZ227 has a population of 62 108 persons or 12 385 households. There are 20 963
registered voters in KZ227.

Population to Municipal Employees/Managers Ratios

There is limited local government capacity in the area, comprising 102 employees and 15
senior and other managers. The population-per-employee and population-per-manager
figures are problematic at 609 and 4 141 respectively.

The level of experience of senior managers in KZ227 is fair (an average of ten years),
44% are previously disadvantaged individuals, but only 22% are professionally
registered.

Within the service area, two local authority offices are adequately equipped to undertake
their responsibilities, indicating some infrastructural capacity.

Functions

The core functions of electricity reticulation, water and sanitation are undertaken by two
of the local authorities within KZ227.

The range of functions exercised locally is significant and includes 11 Schedule 4 and 18
Schedule 5 functions. The district council also performs four functions

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The one registered Director of Finance has 20 years’ experience. For support there is one

manager and three support staff. Their level of training is adequate to fulfil financial
functions. There is one vacancy.
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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

R116 R71 R39 R27 R18

Total income per capita appears to be low when the category average is taken into
account. The municipality is largely dependent on grant income. Income from rates and
trading services is low, owing to the inadequately developed rural areas. The revenue
from water will also continue to constitute a substantial part of future income. The
supply of electricity is not currently vested in the municipality, which requires this stream
of revenue to contribute to its financial stability.

Income mix as % of total income

Rates and general income 61,3
Electricity income 8,9
Water income 14,3
Other income 1,8
Grant income 13,7
Total 100,0

Assessment of efficiency

Total expenditure : . Bulk water Bulk electricity
Salaries as % |Repairs as % of
as % of total purchases as % [purchases as %
. of total total
income expenditure |[expenditure of sales of sales
(excluding grants) P P
130% 49% 5% 3% 75%

Salaries expenses seem high while expenditure on repairs and maintenance is low. Water
expenditure is not incurred but KZ227 may have its own water purification works.
Electricity margins are lower than the norm and therefore need further analysis. Efforts
should be undertaken to narrow the income/expenditure gap.
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Assessment of liquidity

Cash on hand is currently in overdraft and debtors are high yet no electricity services are
delivered. The ratio of accounts receivable to surplus funds is 77%.

current revenue is high, but the debt per capita is low.

Cashto  |Accounts Total debt to
Cu_rrent current receivable to current Total dqbt
ratio per capita
assets total revenue revenue
1.65:1 39% 77% 84% R97
CONCLUSION

Based on the level of budgeted income and the institutional capacity to exercise the range
of functions performed locally, KZ227 is regarded as a Classification 5 Category B

municipality.

Total debt versus

37



MUNICIPALITY KZ232 (Ladysmith TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ232 is an urban-centred area with a significant rural hinterland. Ladysmith is at the
centre of this Category B municipality.

Population

KZ232 has a population of 176 382 persons, or 33 572 households. There are 84 843
registered voters in KZN232

Population to municipal employees/managers ratios

There is significant local government capacity in KZ232, comprising 812 employees and
24 senior and other managers. While the population-per-employee figure is fair to
reasonable at 217, the high number of people per manager 7 349 is challenging.

The experience of senior managers in KZ232 is modest (an average of four years), and
only 33% are professionally registered. However, 50% are previously disadvantaged
individuals.

The office equipment, furniture and accommodation are modest in KZ232.

Functions

The range of functions performed locally is high in relation to the management
constraints. Thirteen Schedule 4 functions are performed locally, and 24 Schedule 5
functions (this is higher, for example, than Pietermaritzburg). Three functions are
performed by the District Council.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Two senior treasury management staff, one of whom is registered, has a combined six
years’ experience. One manager and 31 support staff, who are trained in financial matters
and who can fulfil the financial functions of the municipality, complement them. The

high vacancy rate in the treasury (17 positions) may negatively influence service
delivery.
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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
R796 R416 R177 R336 R44

The current dependency on grants is acceptable at 12,2%, based on the historical
information. The Ladysmith-Emnambithi  Transitional Local Council rates base,
although small, is adequate for this area. From the trading services income it appears that
electricity sales will continue to play a major role in revenue generation. If the supply of
electricity to the rural agricultural areas can be included, there will be more than enough
revenue to make KZ232 viable. The unemployment figure of 19 566 people is a matter
of concern, but if employment opportunities are created the possibility to further enhance
revenue exists.

Income mix as % of total income

Rates and general income 40,1
Electricity income 36,5
Water income 58
Other income 5,4
Grant income 12,2
Total 100,0

Assessment of efficiency

Total expenditure Bulk water Bulk electricity

as % of total
income
(excluding grants)

Salaries as %
of total
expenditure

Repairs as % of
total
expenditure

purchases as %
of sales

purchases as %
of sales

90%

39%

11%

15%

64%

The salaries amount is above the norm and has to be monitored.The repairs ratio is
reasonable. The water expenditure as a ratio of total expenditure indicates relatively low
system losses. The margin on electricity sales is adequate.
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Assessment of Liquidity

Current Cash to Accqunts Total debt to Total debt
) current receivable to current .
ratio per capita

assets total revenue revenue
1.071 1% 41% 43% R345

The current and cash ratios have to be improved in order to improve liquidity. The ability

of this municipality to cover its expenses with cash in the bank in the short term is low.

Stricter credit control measures should be introduced to reduce the long time lag for

converting debtors to cash. The debt per capita is high.

CONCLUSION

Based on the level of budgeted income, and the adequate institutional capacity, KZ232 is
regarded as a Classification 3 Category B municipality.
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MUNICIPALITY KZ233 (Dundee area)

INSTITUTIONAL ASSESSMENT

Description of the area

This is arural, largely customary-tenure area to the south of Dundee.
Population

KZ233 has a population of 98 498 people, or 15 046 households. There are 32 736
registered voters in KZ233.

Functions

KZ233 is a new Category B municipality that needs to be established with new staff
structures. Consequently capacity needs to be built in KZ233.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The one registered senior treasurer, with 15 years’ experience, the two managers and ten
support staff is trained in financial matters and can fulfil the financial functions of the
municipality. The low rate of vacancies in treasury positions is a positive sign, since the
new KZ233 will not have to embark on a major recruitment drive.

Assessment of revenue

This is a predominantly rural area with no trading services, and therefore the dependency
on grants is high. The prospect of future income from rates can make it viable. The
population of 98 498 is poor and the unemployment figure of 10 021 high.

Assessment of efficiency

Because there are no trading services, the salary bill is efficient.

Assessment of liquidity

This municipality appears to have a poor liquidity ratio, but the debt per capita is low.
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CONCLUSION

As local government capacity still needs to be established in this municipality, KZ233 is
regarded as a Classification 6 Category B municipality.
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MUNICIPALITY KZ234 (Estcourt TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

This is a largely rural area but there are also some significant towns, most notably
Estcourt, which functions not only as a service centre but also has some manufacturing
activities.

Population

KZ234 has a population of 49 067, or 9 307 households. There are 21 951 registered
voters in KZ234.

Population to municipal employees/managers ratios

There is significant local government capacity in KZ234 - 260 municipal employees and
20 senior and other managers.  The population-per-employee and population-per-
manager figures are fair at 189 and 2 453 respectively.

The experience of senior managers in KZ234 is good (an average of 17 years). However,
only 28% are professionally qualified, and there are no previously disadvantaged
individuals.

The office equipment, furniture and accommodation in Estcourt provides adequate
infrastructure to carry out the responsibilities.

Functions
The range of functions performed locally is moderate: 12 Schedule 4 functions and 18
Schedule 5 functions. This range seems appropriate to the nature of the area and to the

human resources located here. The District Council also performs one function. The
core functions of electricity, sanitation and water reticulation are adequately carried out.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The one senior treasury manager, who is not professionally registered, has 27 years’
experience. There is also one manager and 31 support staff. Together the financial staff

can fulfil the financial functions of the municipality. The vacancy rate of four is low.

Assessment of revenue

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

R1 613 R449 R235 R1 066 R97

The revenue base is small owing to the low population level, although the income per
capita is adequate. This influences the low trading volumes in water and electricity as
well as rates. The supply of electricity makes up the bulk of income. The revenue stream
generated by electricity not supplied can improve the income considerably. The
dependency on grants is low at 4,4% in the new structure, and will remain so in the near
future.

Income mix as % of total income

Rates and general income 27,8
Electricity income 42,1
Water income 24,0
Other income 1,7
Grant income 4.4
Total 100,0

Assessment of efficiency

Bulk water Bulk electricity
purchases as % [purchases as %
of sales of sales

Total expenditure
as % of total
income

(excluding grants)

90% 23% 8% 2% 78%

Salaries as % |Repairs as % of
of total total
expenditure |expenditure

The efficient salary bill versus total expenses is a positive factor. Electricity bulk
purchases make up the major part of the expenses. The repair bill is low and this may
impact negatively on the cash flow in future with higher repair/replacement expenses.A
closer look should be taken of the lower than average margin on electricity sales.
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Assessment of liquidity

Cash to Accounts Total debt to
Cu_rrent current receivable to current Total d?bt
ratio per capita
assets total revenue revenue
3.651 41% 29% 14% R232

This municipality appears to have a strong liquidity ratio, even with investments
excluded. The ratio of accounts receivable to revenue is marginally high at 29%. Clear
credit control procedures and policies must be implemented and maintained. This will
assist the cash flow position of the municipality. The debt per capita is low, and this
conservative figure is positive sign. The rest of the liquidity ratios appear healthy.

CONCLUSION
Based on the level of budgeted income and the level of institutional capacity to undertake

the range of functions it currently performs, KZ234 is regarded as a Classification 4
Category B municipality.
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MUNICIPALITY KZ235 (Bergville TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ235 is a largely rural area of mixed tenure in the vicinity of the small town of
Bergville.

Population

The population of KZ235 is 121 088, or 19 773 households. There are 42 709 voters in
KZ235.

Population to municipal employees/managers ratios

There is limited local government capacity here — 60 municipal employees and 13 senior
and other managers. Given the inclusion of a small town’s local government capacity
with a substantial rural population, the population-per-employee and population-per-
manager figures appear very poor at 2 018 and 9 314 respectively.

The experience levels of senior managers in KZ235 are reasonable (an average of seven
years) and 44% are professionally registered. There are no previously disadvantaged
individuals employed.

Within the service area of KZ235, one office has adequate equipment, furniture and
office accommodation infrastructure.

Functions
The range of functions performed locally seems ambitious when compared to the human
resources located here — ten Schedule 4 functions and 21 Schedule 5 functions. The

District Council also performs five functions. The core functions of water and sanitation
are undertaken but electricity reticulation is excluded.
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FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity
Thukela Regional Council is the main source of staff. Two of the three senior treasury

management staff are registered and have an average of seven years’ experience, with
one manager and three support staff to fulfil the financial functions of the municipality.

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
R63 R55 R12 R4 R4

The revenue base is small at a total income of R7 million.
trading volumes in water, electricity and rates.

dependency on grants is high and will remain so in the near future.

Drakensberg can enhance
KZDMA23 border KZ235.

The reason for this is low
The grants received are low at 4,5%. The

Ecotourism in the

revenue as resorts in Royal Natal National Park and
The unemployment figure is high at 15 225 people in this

undeveloped rural area.

Income mix as % of total income

Rates and general income 87,4
Water income 6,0
Other income 2,1
Grant income 4,5
Total 100,0

Assessment of efficiency

Total expenditure

i )
as 9% of total Salaries as %

Repairs as % of

income of total total
(excluding grants) expenditure [expenditure
56% 46% 9%

The efficient salary bill when compared to total expenses is a positive factor. Repairs
seem low and this may indicate to expensive maintenance/replacement bills in the future.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
7.20:1 84% 9% 7% R5

This municipality appears to have a strong liquidity ratio, even when investments are
excluded. This is mainly owing to the low activity of the local authority in this area. The
number of debtors is low owing to the non-supply of electricity in this area. The rest of
the liquidity ratios look healthy, and debt per capita is low.

CONCLUSION

Based on the level of budgeted income and the modest institutional capacity to undertake
the range of functions being performed, KZ235 is regarded as a Classification 5 Category
B municipality.
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MUNICIPALITY KZ236 (Central Drakensberg area)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ236 is a largely customary-tenure rural area in the vicinity of the central Drakensberg.
Population

The population of KZ236 is 107 109, or 16 903 households. There are 37 861 registered
voters in KZ236.

Functions

This is a new Category B municipality that will require the development of staff to create
institutional capacity.  Municipal functions will initially need to be carried out by the
District Municipality.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

A Senior Treasurer and two managers, as well as ten support staff, are well trained in the
various financial disciplines, which indicates that this structure is sufficiently equipped to
fulfil the financial functions of the municipality.

Assessment of revenue

Based on the available information, KZ236’s financials appears to be well balanced
between income generated and grant income. Ecotourism in the Drakensberg can
enhance revenue as the resorts of Catkin Park and KZDMA23 border KZ236.
Assessment of efficiency

While the extent of expenditure does not appear to be well supported by generated
revenue, the expense base does not seem unduly excessive. A review of repairs and
maintenance expenditure may be necessary, as it could be expected that this will increase
as the structure focuses more on the development of the area.
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Assessment of liquidity

This municipality appears to be liquid, with current ratios above the accepted norm.
However, when invested funds are excluded, cause for concern is raised. This concern
increases when, taking into account that there does not appear to be any cash reserves and
that debt levels seem excessive, short-term cash flow also appears to be minimal.
Additional finance will probably be required.

CONCLUSION

Based on the low level of budgeted income and the modest institutional capacity, KZ236
has been categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ241 (Dundee TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This area comprises a few small towns, and their surrounding commercial farming areas.
The largest town is Dundee which is a not only a service center, but also a mining town,
albett in decline.

Population

KZ241 has a population of 44 417, or 9 283 households. There are 18 727 registered
voters in KZ241.

Population to municipal employees/managers ratios

Existing local government capacity in KZ241 is considerable — 500 municipal employees
and 40 senior and other managers. This yields among the best population-per-employee
and population-per-manager figures in the province of 89 and 1 110 respectively.

Experience levels among senior managers in KZ241 are above average (14 years on
average), and a fair to good 66% of them are professionally registered. However, only
8% are previously disadvantaged individuals.

There is adequate office equipment, furniture and accommodation infrastructure in this
municipality.

Functions

The range of functions performed locally is high for this type of municipality, but
perhaps not in relation to human resources. Fourteen Schedule 4 functions and 22
Schedule 5 functions are currently performed. The District Council is also reported to
perform 13 functions. Core services of electricity, water and sanitation are provided by
two local authorities in this municipality.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The two Directors of Finance, both of whom are registered, have a combined 15 years’
experience. There are also eight management staff and 38 support staff, who are trained

in financial functions. There are only three vacancies. This may constitute an oversupply
of capacity, which could be utilised in other municipalities.

Assessment of revenue

Total income [Rates general Rates income ([Trading services [Economic services
per capita  |iIncome per capita |per capita income per capita income per capita
R1,418 R633 R325 R631 R154

Grant dependency is low, and the income from trading in the Dundee and Glencoe
transitional local councils is positive. If the coal mines in the area are supplied with
electricity, future revenues will be enhanced. From the trading services income, it
appears that there will be enough revenue to make KZ241 viable. The management and
revenue base ensures that KZ241 can also be a viable municipality if the reticulation
losses in Glencoe are addressed.

Income mix as % of total income

Rates and general income 44,6
Electricity income 33,3
Water income 10,5
Other income 55
Grant income 6,1
Total 100,0

Assessment of efficiency

Total expenditure Bulk water Bulk electricity

as % of total
income
(excluding grants)

Salaries as %
of total
expenditure

Repairs as % of
total
expenditure

purchases as %
of sales

purchases as %
of sales

104%

37%

5%

50%

54%

Salary expenses appear to be high and need to be monitored. The relatively low expenses
on repairs and maintenance may indicate a future need for major spending on
infrastructure. Margins on water and electricity sales are good.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
1.231 55% 39% 74% R1,049

This municipality appears to have a strong liquidity ratio, even when investments are
excluded. The cash on hand seems adequate for the short term. The rest of the liquidity
ratios look healthy, except for the total debt to current revenue.
receivable to revenue is high at 39% and so is the debt per capita.Credit control has to be
stepped up in order to improve collections.

CONCLUSION

Based on the level of budgeted income and the good institutional capacity to undertake
the range of functions performed locally, KZ241 is regarded as a Classification 4

Category B municipality.

The ratio of accounts
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MUNICIPALITY KZ242 (Vryheid area)

INSTITUTIONAL ASSESSMENT

Description of the area

This is a largely rural and peri-urban customary-tenure area to the south of Vryheid.
Population

The population of KZ242 is 87 494, or 13 296 households. There are 30 156 registered
voters in KZ242.

Functions

This is a new municipality where institutional capacity will need to be established to
carry out municipal functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Depending on how the human resources of the Regional Council are redeployed, this
municipality will need the support of the District Council.

Assessment of revenue

KZ242 consists of an area of the Mzinyathi Regional Council. This regional council is
historically mainly dependent on grants, and will remain so in the foreseeable future. The
population figures suggest that a revenue base could be developed in the medium term.
Much will also depend on the future fiscal relationship between municipalities and
national departments.

Assessment of liquidity

In the short term, liquidity will depend on the unbundling of assets and liabilities in the
existing municipality.

CONCLUSION

Local government capacity in KZ242 still needs to be established, and is therefore
categorized as a Classification 6 Category B municipality.
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MUNICIPALITY KZ243 (Pomery TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ243 is a predominantly rural area in the vicinity of the small village of Pomery,
towards the north of the Msinga district.

Population
KZ243 has a population of 15 763, or 2 480 households. There are 5 114 registered

voters in KZ243. This municipality is new and still needs to deploy staff to establish
institutional capacity.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how the human resources at regional council level are redeployed, this
municipality could face the prospect of being unable to properly execute its financial and
administrative functions.  The municipal area is made up of a portion of an existing
regional council and will need the support of the district council.

Assessment of revenue

KZ243 consists of an area of the Mzinyathi Regional Council. Historically, this regional
council is mainly dependent on grants, and will remain so in the foreseeable future. The
population figures suggest that a revenue base could be developed in the long term.
Much will also depend on the future fiscal relationship between municipalities and
national departments.

Assessment of liquidity

In the short term, liquidity will depend on the unbundling of assets and liabilities in the
existing municipality.
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CONCLUSION

KZ243 still needs to establish local government capacity, and all relevant functions will,
at least inttially, need to be performed by the District Council. This municipality is
therefore categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ244 (Msinga area)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ244 is in the Msinga area, and is overwhelmingly a poor, rural customary-tenure area.
Population

KZ244 has a population of 165 371, or 28 430 households. There are 54 309 registered
voters in KZ244. This is a new municipality and local government capacity still needs to
be established.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how the human resources at regional council level are redeployed, this
municipality could face the prospect of being unable to properly execute its financial and
administrative functions.  This municipal area is made up of a portion of an existing
regional council and will need the support of the district council.

Assessment of revenue

KZ244 consists of an area of the Mazinyathi Regional Council. This regional council is
historically mainly dependent on grants and will remain so in the foreseeable future. The
population figures suggest that a revenue base could be developed in the long term.
Much will also depend on the future fiscal relationship between municipalities and
national departments.

Assessment of liquidity

In the short term, liquidity will depend on the unbundling of assets and liabilities in the
existing municipality.

CONCLUSION

Local government capacity in KZ244 still needs to be established, and the District

Council will have to perform, at least initially, all relevant functions in this area. KZ244
is therefore categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ245 (Greytown TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a predominantly commercial farming/forestry area, although the small town of
Kranskop and the more significant town of Greytown are located here.

Population

KZ245 has a population of 93 132, or 20 846 households. There are 34 172 registered
voters in KZ245.

Population to municipal employees/managers ratios

KZ245 has 223 municipal employees and 23 senior and other managers. In relation to
total population, this yields fairly demanding population-per-employee and population-
per-manager figures of 418 and 4 049 respectively. However, seen in the context of their
focus on relatively limited town areas, these are not altogether unrealistic staffing and
management levels.

The levels of experience of senior managers in KZ245 are fair (an average of 11 years),
and levels of professional registration are high (86%). Twenty-eight per cent of senior
managers are previously disadvantaged individuals.

Within the service area two offices are fairly well serviced with equipment, furniture and
accommodation infrastructure.

Functions
The functions implemented locally include 12 Schedule 4 functions and 21 Schedule 5
functions, which is on the high side when the level of human resources located here is

taken into account. The District Council implements three functions here.

The core services of electricity and sanitation are carried out by one local council in the
area and two reticulate water in their area of jurisdiction.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The two senior treasury management staff are registered and have 21 years’ experience.
Together with the two managers and 17 support staff, they can fulfil the financial

functions of the municipality. The low vacancy rate is also a positive indicator.

capacity should be retained to ensure continued viability.

Assessment of revenue

This

Total income |Rates general Rates income (Trading services [Economic services
per capita  [income per capita |per capita income per capita [income per capita
R285 R103 R54 R149 R34

This municipality will still be dependent on grants in the short term .The Greytown and
Kranskop transitional local councils are small but, given their size, an adequate trading

revenue base and rates income per capita are in place.

The population figures indicate a

substantial revenue base in the long term, if employment opportunities could be created
in this low income area.

Income mix as % of total income

Rates and general income 36,1
Electricity income 36,6
Water income 8,4
Other income 10,5
Grant income 8,4
Total 100,0

Assessment of efficiency

Total expenditure
as % of total

Salaries as % |[Repairs as % of

Bulk electricity
purchases as %

i of total total
income . . of sales
(excluding grants) expenditure [expenditure

101% 37% 12% 53%

The combined salary bill, as a percentage of expenditure, is high and should be reviewed.

Electricity and water margins are adequate.

The relatively low expenditure on repairs

and maintenance may indicate a future need for substantial spending on infrastructure.
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Assessment of liquidity

Cash to

Accounts

Total debt to

Current . Total debt
. current receivable to current ;
ratio per capita
assets total revenue revenue
2.971 78% 20% 34% R97

The municipality appears to have a strong liquidity ratio, even when excluding the

considerable investments.

control measures seem to be working.Debt seems reasonable.

CONCLUSION

No bridging finance is required for the municipality. Credit

Based on level of budgeted income and the modest but capable institutional capacity,
KZ245 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY KZ252 (Newcastle TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

KZ252 essentially comprises the major town of Newcastle and its surrounding areas.
Newcastle is the largest urban centre in north-western KwaZulu-Natal, and functions both
as a commercial service centre and an industrial centre.

Population

KZ252 has a population of 287 260, or 55 184 households. There are 115 244 registered
voters in KZ252.

Population to municipal employees/managers ratios

The local government capacity in KZ252 is significant — 950 municipal employees and
12 senior and other managers. The resultant population-per-employee figure of 302 is
fair, but the population-per-manager figure of 23 938 is extremely problematic for such a
complex urban area.

The average experience level of senior managers in KZ252 is high (average of 19 years)
and all of them are professionally registered. Twenty per cent are previously
disadvantaged individuals.

Functions

In KZ252 a moderate range of functions is exercised locally including nine Schedule 4
functions and nine Schedule 5 functions. Perhaps the relatively restricted range of
functional activities for a town of this size reflects management capacity constraints.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

KZ252 has a single senior treasurer who is registered, and has 25 years’ experience.

Three managers and 52 staff are trained in all aspects needed to fulfil the financial
functions of the municipality.
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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
R759 R281 R127 R412 R66

There is an abundance of human resources to expand the revenue base in future. The
industrial capacity of Newcastle is greatly enhanced by the municipality's ideal
geographic location between the export facilities of Durban harbour and the big Gauteng
market. The distribution of water and electricity will continue to play a major role in

revenue gene ration.

Income mix as % of total income

Rates and general income 31,0
Electricity income 44,3
Water income 9,5
Other income 2,3
Grant income 12,9
Total 100,0

Assessment of efficiency

Total expenditure
as % of total
income

(excluding grants)

Salaries as %o
of total
expenditure

Repairs as % of
total
expenditure

Bulk water
purchases as %
of sales

Bulk electricity
purchases as %
of sales

108%

22%

10%

73%

74%

Salaries are well within the norm but too little is being spent on repairs, which may result
in expensive repair/replacement bills in the future. Water and electricity margins are low
and would require further analyses to establish the causes therefore.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
1.64:1 72% 13% 33% R251

This municipality has a strong liquidity ratio, even when investments are excluded. The
rest of the liquidity ratios look healthy, and the outstanding debtors are acceptable.

This

might be attributed to the big industry and mining components in the revenue stream.

Debt is relatively high.

CONCLUSION

While the level of budgeted
capacity to undertake the

Classification 2 municipality.

income is relatively high (industrial area), the limited

range of functions exercised locally, makes KZ252 a

63



MUNICIPALITY KZ253 (Utrecht TLC)

INSTITUTIONAL ASSESSMENT

Description of the area

This is a largely commercial-farming area in northern KwaZulu-Natal, centred on the
town of Utrecht.

Population

KZ253 has a population of 23 929 people, or 3 488 households. There are 11 731
registered voters in KZ253.

Population to municipal employees/managers ratios

Existing local government capacity is modest — 67 municipal employees and ten senior or
other managers. However, the population-per-employee and population-per-manager
figures of 357 and 2 393 respectively are average when viewed in the national and
provincial contexts.

The level of experience of senior managers in KZ253 is fair (an average of eight years),
and all are professionally registered. However, there are no previously disadvantaged
individuals employed.

Functions

The range of functions exercised locally is modest but consistent with the area context
and the level of human resources located here, and includes ten Schedule 4 functions and
14 Schedule 5 functions. The District Council also performs four functions. Core
services of electricity, sanitation and water are provided by one of the local authorities.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

KZ253 has a single senior treasurer who, is registered and has 25 years’ experience. Two
managers and three staff are trained in all the aspects needed to fulfil the financial

functions of the municipality.  The current low level of local government activity,
concentrated mainly in Utrecht, may require more staff and training as the need arises.

64




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
R537 R188 R52 R187 R162

This municipality is relatively small in financial terms, but there is a big population in
need of services. This could result in an expansion of the revenue base when the area is
developed to its full potential.

Income mix as % of total income

Rates and general income 35,1
Electricity income 22,8
Water income 11,9
Other income 30,2
Total 100,0

Assessment of efficiency

Total expenditure
as % of total
income

(excluding grants)

Salaries as %
of total
expenditure

Repairs as % of
total
expenditure

Bulk electricity
purchases as %
of sales

76%

31%

4%

62%

The efficiency ratios appear to be normal and are being achieved on low turnovers.

must continue to be the case once unbundling takes effect. Repairs are too low and may

result in high repair/replacement bills in future. The electricity margin is fair.

Assessment of liquidity

Cashto  |Accounts Total debt to
Cu_rrent current receivable to current Total d?bt
ratio per capita
assets total revenue revenue
5.47:1 78% 10% 9% R48

The current ratio is strong with a high cash component. Credit management seems to be

good. Loans per capita are low, leaving room for future development financing.



CONCLUSION

Based on the level of budgeted income and the institutional capacity to perform the range

of functions exercised locally, KZ253 is regarded as a Classification 5 Category B
municipality.

66



MUNICIPALITY KZ254 (Dannhauser TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ254 is a largely rural area of mixed tenure, and includes the small town of
Dannhauser.

Population

KZ254 has a population of 99 250 people, or 15 582 households. There are 33 101
registered voters in KZ254.

Population to municipal employees/managers ratios

Local government capacity in KZ254 is modest — 60 municipal employees and eight
municipal and other managers. This yields very problematic population-per-employee
and population-per-manager figure of 1 654 and 12 406 respectively. However, the
geographical focus of current activity would be on Dannhauser rather than the area as a
whole.

The experience of senior management in KZ254 is average (an average of nine years) and
71% are professionally registered. There are no previously disadvantaged individuals
employed.

There is fair infrastructure support in terms of office equipment, furniture and
accommodation in the area.

Functions
The range of functions exercised locally is ambitious for such a level of human resources
and the regional context —11 Schedule 4 and 19 Schedule 5 functions are performed. In

addition, the District Council performs 11 functions. The core services of sanitation and
water are provided by one local authority but none reticulate electricity.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

KZ254 has two senior treasurers with an average of six years’ experience, one of whom
is registered. There are no managers, but the five staff is trained in all aspects needed to
fulfil the financial functions of the municipality.

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
R165 R154 R15 R6 R4

Dependency on grants is high and will remain so in the near future.
at 99 250 people is sufficient, but consists of previously disadvantaged people, with a

current unemployment figure of 11 241.

The population base

The revenue base is small and support will be

required in the future. However, with the extension of services to the poor, the income
base will improve.

Income mix as % of total income

Rates and general income 80,2
Water income 3,7
Other income 6,2
Grant income 9,9
Total 100,0

Assessment of efficiency

as % of total
income

Total expenditure

(excluding grants)

of total

Salaries as %o

expenditure

total
expenditure

Repairs as % of

Bulk water

of sales

purchases as %

44%

47%

9%

41%

Salaries are above the norm and should be closely monitored.The repair bill is low and
may result in excessive expenditure in the future. Only Dannhauser supplies water, but on

asmall scale.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
9.68:1 80% 5% 3% R5

The current ratio is strong with a high cash component. Debt is relatively low.

CONCLUSION

Based on level of budgeted income and institutional capacity, KZ254 is regarded as a
Classification 4 Category B municipality.
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MUNICIPALITY KZ261 (Paulpietersburg TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely agricultural area centred on the northern KwaZulu-Natal town of
Paulpietersburg.

Population

The population of KZ261 is 65 377 people, or 10 290 households. There are 22 473
registered voters in KZ261.

Population to municipal employees/managers ratios

There is modest to reasonable local government capacity — 105 municipal employees and
four senior and other managers. The number of people per employee is 623, which is fair
to poor in the provincial and national contexts. The number of people per manager is 16
344 would be seen as highly problematic, both in the provincial and national contexts.

Senior managers in KZ261 have moderate levels of experience (an average of eight
years) and 50% are professionally registered, which is also about average. However,
there are no previously disadvantaged individuals employed.

Functions

The range of functions currently performed locally is fairly wide — ten Schedule 4
functions and 18 Schedule 5 functions. In addition, one function is performed by the
District Council. The overall pattern suggests a perhaps too ambitious level of local
implementation, given management constraints. The core services of electricity,
sanitation and water are provided by one of the local authorities in the area.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The two senior treasurers have ten years’ combined experience. However, the absence of

managers and support staff will cause capacity problems unless the staff complement is
supplemented by the District Council.
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Assessment of revenue

The municipality is not dependent on grants to ensure its financial viability. The bulk of
its income is derived from levies (part of the existing district council), with a very low
income from rates. There is no income from either trading services or economic Services.
The total income per capita compared to the national average is very low. However, if
trading services are taken up, viability should be achieved in the near future without any
problems.

Assessment of efficiency
The municipality appears to be managed efficiently as salaries and wages are at an
acceptable level. This could change if it becomes necessary to employ additional staff.

Very little is spent on repairs and maintenance, and this could lead to problems in future.

Assessment of liquidity

Current Cash to Total debt
ratio current per capita
assets
7.28:1 63% R17

All the ratios are strong with a low debt level.
CONCLUSION

Based on the low level of budgeted income and the modest institutional capacity, KZ261
is categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ262

INSTITUTIONAL ASSESSMENT

Description of the area

This is a largely rural area including the town of Pongola and its surrounds.
Population

KZ262 has a population of 96 566 people, or 15 660 households. There are 35 671
registered voters in KZ262.

Population to municipal employees/managers ratios

Local government capacity is focused on Pongola and comprises 136 municipal
employees and 12 senior and other mangers. The population-per-employee figure is a
demanding 710, and the population-per-manager figure an extremely demanding 8 047.
However, the current focus of local government is on the limited formal urban area, and
these ratios, therefore, distort the scale of the challenge.

KZ262’s senior managers have fair levels of experience (an average of 12 years) and an
above average 75% are professionally registered. However, there are no previously
disadvantaged individuals employed as senior managers.

The range of functions performed locally is ambitious when considering the human
resources located here. 12 Schedule 4 functions and 21 Schedule 5 functions are listed as
being performed locally. In addition, the District Council performs three functions. The
core services of electricity, water and sanitation are carried out by one of the local
authorities.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The single, registered Senior Treasurer has 25 years’ experience. There are two
managers and ten staff trained in all aspects needed to fulfil the financial functions of the

municipality.  The current low level of activity by local authorities, concentrated mainly
in Pongola, may require more staff and training as the need arises.
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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
R145 R88 R36 R44 R12

This municipality depends on grants (31,1% of total revenue) to ensure its viability. In
one area, its income consists of rates as well as income from the provision of services,
whereas in another area almost all income is from levies (part of the existing district
council). The total income per capita compared to the national average is very low.
Sugar farming constitutes the main agricultural activity.

Income mix as % of total income

Rates and general income 36,1
Electricity income 21,9
Water income 8,5
Other income 2,4
Grant income 31,1
Total 100,0

Assessment of efficiency

Total expenditure . . Bulk water Bulk electricity
0, 0,
as % of total Salaries as % Repairs as % of purchases as % [purchases as %
. of total total
income : : of sales of sales
. expenditure |expenditure
(excluding grants)
248% 18% 3% 12% 87%

The acceptable level of salaries and wages indicates that the municipality is managed
efficiently. However, very little is being spent on repairs and maintenance, which could
lead to problems in future. There appear to be abnormal losses in the provision of
electricity services, which may be owing to the low volumes purchased.Efforts should be
made to narrow the income/expenditure gap.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
0,95:1 39% 30% 52% R75

The current ratio is weak. However, the cash and debtors ratios are strong with some

room for improvement in collections. The debt ratios are high.

CONCLUSION

Based on the level of budgeted income and the limited institutional capacity, KZ262 is

regarded as a Classification 5 Category B municipality.

74



MUNICIPALITY KZ263 (Vryheid TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a geographically large, partly rural and partly urban area, incorporating the towns
of Vryheid and Louwsburg and their surrounds.

Population

KZ263 has a population of 165 898 people, or 26 966 households. There are 65 322
registered voters in KZ263.

Population to municipal employees/managers ratios

There is significant local government capacity in KZ263, including 500 municipal
employees and 23 senior and other managers, most of whom are located in Vryheid. The
population per manager at 7 213 is very demanding, but the population per employee is
acceptable at 332.

The level of experience of senior managers in KZ263 is high (an average of 20 years),
50% of whom are professionally registered. However, there are no previously
disadvantaged individuals employed as senior managers.

The range of functions performed locally is considerable and includes 12 Schedule 4
functions and 19 Schedule 5 functions. Three functions are also performed by the
District Council.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

One registered senior treasurer, with 32 years’ experience, three managers and 32 support
staff are trained in financial issues and can fulfil the financial functions of the

municipality. The low number of vacancies in treasury positions is a positive sign, as the
new KZ263 will not have to embark on a major recruitment drive.
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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
R376 R172 R69 R175 R30

This municipality depends on grants (currently at 19,7% of total income) to ensure its
viability.  In one area, its income is from rates and from the provision of services,
whereas in another area almost all income is from levies. The total income per capita
compared to the national average is very low.

Income mix as % of total income

Rates and general income 30,2
Electricity income 39,7
Water income 6,7
Other income 3,6
Grant income 19,7
Total 100,0

Assessment of efficiency

Bulk electricity
purchases as %
of income

Total expenditure
as % of total
income

(excluding grants)

257%

Salaries as %o
of income

Repairs as % of
income

16% 10% 59%

The municipality appears to be managed efficiently since salaries and wages are at an
acceptable level. However, very little is spent on repairs and maintenance, and this could
lead to problems in the future. Electricity margins are adequate.Attempts should be made
to narrow the gap between income by improving the revenue base and also reducing
expenditure.
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Assessment of liquidity

Cash to Accounts Total debt to
Cu_rrent current receivable to current Total d?bt
ratio per capita
assets total revenue revenue
3.071 41% 63% 36% R137

This municipality seems to have a strong liquidity ratio, even with investments excluded.

However, the cash content thereof is low as a result of the high ratio of accounts
receivable to total revenue. The municipality has to strengthen its debt collection ability

to avoid sliding into cash flow problems. Debt levels are reasonable but has to be
monitored given the poor liquidity.

CONCLUSION

Based on the level of budgeted income and the institutional capacity, KZ263 is regarded
as a Classification 4 Category B municipality
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MUNICIPALITY KZ265 (Nongoma)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ265 is a largely rural, customary-tenure area in northern KwaZulu-Natal, which also
serves as the seat of the Royal House. Nongoma is the main town in this municipality.

Population

There are 188 996 people, or 26 172 households, in KZ265. There are 63 284 registered
voters in KZ265.

Population to municipal employees/managers ratios

The local government capacity of KZ265 is quite modest and is focused on Nongoma
with 111 municipal employees and five senior and other managers. In relation to total
area population, this yields very challenging persons-per-employee and persons-per-
manager figures of 1 703 and 37 779 respectively.

The level of experience of senior managers in KZ265 is low (an average of two years),
and none are professionally registered. Sixty per cent — well above the provincial
average — are previously disadvantaged individuals. The range of functions exercised
locally is fairly high, given the management constraints and includes seven Schedule 4
functions and 17 Schedule 5 functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

One unregistered Treasurer with seven years’ experience, no managers, and seven
support staff are available. Depending on how the human resources at the regional

council level are redeployed, this municipality could face the prospect of being unable to
properly fulfil its administrative and financial functions.
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Assessment of revenue

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

R78 R78 R49

This municipality depends on grants (currently at 37,3% of total income) to ensure its
viability. In one area, its income is mainly from rates and grants, whereas in another area
almost all income is derived from levies. There is no income from trading services, as
the electricity delivery is not via the municipality. The total income per capita compared
to the national average is low. Out of a total population figure of 188 996, a total of 20
113 people are unemployed.

Income mix as % of total income

Rates and general income 60,2
Other income 25
Grant income 37,3
Total 100,0

Assessment of efficiency

Total expenditure
as % of total Salaries as % |Repairs as % of
income of income income
(excluding grants)

72% 39% 33%

The salaries bill is high and should be contained in order to be efficient.In one area, an
abnormally large amount was spent on repairs and maintenance, while in another very
little was spent, indicating a problem in the future.

Assessment of liquidity

This municipality appears to have a strong liquidity ratio, even when investments are
excluded. Owing to the non-supply of electricity and water, debtors are relatively low.

CONCLUSION

Based on the level of budgeted income and the limited institutional capacity, KZ265 is
regarded as a Classification 4 Category B municipality.
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MUNICIPALITY KZ266 (Ulundi TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ266 is a large and populous rural area including the towns of Ulundi and Babanango
and their hinterlands. This is a largely customary-tenure rural area, but Ulundi is a
significant urban service centre, and also the joint seat of the current KwaZulu-Natal
legislature.

Population

There are 215 870 people or 31345 households in KZ266. There are 78 374 registered
voters in KZ266.

Population to municipal employees/managers ratios

Local government capacity in KZ266 is significant — 350 municipal employees and 28
senior and other managers, who are focused largely in Ulundi. Given the extensive rural
population, the population-per-employee and population-per-manager figures seem
demanding at 617 and 7 710 respectively, but in relation to urban needs are probably
adequate.

Senior managers in KZ266 have fair levels of experience (an average of seven years), and
60% are professionally registered. Sixty per cent of senior managers are previously
disadvantaged individuals.

The range of functions apparently performed locally is very wide, and probably too
ambitious in relation to management constraints and includes 11 Schedule 4 functions
and 24 Schedule 5 functions. The District Council also performs three functions.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There is one Director of Finance, who is registered and has seven years’ experience. This
person is complemented by three management staff and 35 support staff, all of whom are

trained in financial functions. There are only four vacancies. This may constitute an
oversupply of capacity, which could be utilised in other municipalities.
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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
R176 R99 R28 R67 R10

The municipality does not make use of grants, although this area, with its sizeable

population of 215 870 people, is in need of grants for its financial stability.
derived from rates, services and levies.

municipality.

Income mix as % of total income

Rates and general income 56,6
Electricity income 27,1
Water income 10,8
Other income 55
Total 100,0

Assessment of efficiency

Income is

A total of 27 263 people are unemployed in this

Total expenditure
as % of total
income

(excluding grants)

Salaries as %o

of income income

Repairs as % of

Bulk water

of income

purchases as %

Bulk electricity
purchases as %
of income

207%

19% 4%

29%

95%

The municipality appears to be managed efficiently as salaries and wages are at an

acceptable level. However, very little is being spent on repairs and maintenance.

Water

margins are good but not the electricity margin. This problem may be attributed to the
low bulk purchases. Efforts should be made to reduce the gap between total income and

expenditure.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
3.211 12% 72% 26% R45

The current ratio is strong but is negated by a poor cash ratio. The ratio of accounts
receivable to revenue is alarmingly high at 72%.

There is a fair amount of money in

accounts receivable, which suggests a need to strengthen debt collection ability to avoid
cash flow problems. Debt is also relatively high.

CONCLUSION

Based on the level of budgeted income and the institutional capacity, KZ266 is regarded

as a Classification 4 Category B municipality.
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MUNICIPALITY KZ271

INSTITUTIONAL ASSESSMENT
Description of the area

This is a rural area of largely customary tenure on the border with Mozambique, which
includes areas of significant agricultural and tourism potential nearer the coast.

Population

KZ271 has a population of 128 645 people, or 19 553 households. There is currently no
local government capacity in KZ271. There are 39981 registered voters in KZ271.

Functions

This is a new municipality which still needs to have staff deployed to provide
institutional capacity. In the short term the existing District Council will have to support
the execution of local functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how the human resources at regional council level are redeployed, this
municipality could face the prospect of being unable to properly execute its
administrative functions.

Assessment of revenue

The municipal area consists of an existing District Council area, and will have to start
with the support of that council. Depending on how future fiscal relationships develop, a
revenue base should grow. Ecotourism at Kosi Bay and an abundance of natural assets,
can play a major role in enhancing the economic circumstances of the population.

CONCLUSION

As local government capacity still needs to be established in this municipality, KZ271 is
therefore categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ2272

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural, often customary-tenure, area adjacent to the Swaziland and
Mozambique borders.

Population

The population of KZ272 is 152 466 people, or 22 367 households. There are 53 276
registered voters in KZ272

Functions

This is a new municipality which still needs to have staff deployed to provide
institutional capacity. In the short term, the existing District Council will have to support
the execution of local functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how human resources at regional council level are redeployed, this
municipality could face the prospect of being unable to properly execute its
administrative functions.

Assessment of revenue

The municipal area consists of an existing district-council area, and will have to start with
the support of that council. Depending on how future fiscal relationships develop, a
revenue base should grow. Ecotourism at Mkuzi Game Reserve and an abundance of
natural assets can play a major role in enhancing the economic life of the population..

CONCLUSION

As local government capacity still needs to be established in this municipality, KZ272 is
therefore categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ273 (west of Lake St Lucia)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural and customary-tenure area to the west of lake St Lucia, with a
population of 26 771 people, or 3 679 households. There are 9517 registered voters in
KZ273.

Functions

This is a new municipality which still needs to have staff deployed to provide
institutional capacity. In the short term, the existing District Council will have to support
the execution of local functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity

Depending on how human resources at regional council level are redeployed, this
municipality could face the prospect of being unable to properly execute its
administrative functions.

Assessment of revenue

The municipal area consists of an existing District Council area, and will have to start
with the support of that council. Depending on how future fiscal relationships develop, a
revenue base should grow. Ecotourism in the surrounding areas of Mkuzi Game Reserve
and the Lake St Lucia world heritage site, plus the abundance of natural assets, can play a
major role in enhancing the economic potential of this area. Forestry activity is a
provider significant of employment as the unemployment percentage at 5,62% is the
lowest in KwaZulu-Natal.

CONCLUSION

As local government capacity still needs to be established in this municipality, KZ273 is
therefore categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ274 (Hluhluwe area)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ274 is in the vicinity of the Hluhluwe Reserve area, and is a largely rural area with a
mixture of tenure types.

Population

The population in KZ274 is 168 508 people, or 22 284 households. There are 61 573
registered voters in KZ274.

Population to municipal employees/managers ratios

Local government capacity is modest and comprises 80 municipal employees and 10
senior and other managers. Because of the large rural population, this yields very
unfavourable population-per-employee and population-per-manager ratios of 2 106 and
16 851 respectively. However, in relation to the limited urban concentrations in this area,
the local municipal staffing is probably adequate.

The experience level of senior managers here is above average (an average of 11 years),
and an above average of 66% are professionally registered. Thirty-three per cent are
previously disadvantaged individuals.

A fair range of functions is currently performed locally, as is often the case in tourism-
orientated districts. ~ Ten Schedule 4 functions and 17 Schedule 5 functions are
performed. Moreover, the District Council performs seven functions here.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The single Director of Finance is registered and has seven years’ experience. This

person, together with one manager and seven support staff, fulfil the financial functions
of the municipality. There are two vacancies.
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Assessment of revenue

Total income |Rates general Rates income [Trading services
per capita  [income per capita |per capita income per capita
R20 R17 R2 R3

Although the municipality derives income from rates and services, it depends on grants
(36,1% of total income) for its financial viabilty. KZ274 surrounds the Hiuhluwe-
Umfolozi Game Reserve and ecotourism could become a major revenue generator in the
medium term.

Income mix as % of total income

Rates and general income 54,1
Electricity income 2,5
Water income 5,6
Other income 1,7
Grant income 36,1
Total 100,0

Assessment of efficiency

Total expenditure Bulk water Bulk electricity

as % of total Salaries as % |Repairs as % of [purchases as % [purchases as %
income of income income of income of income
(excluding grants)

63% 35% 6% 98% 93%

The municipality appears to be managed efficiently as salaries and wages are at an
acceptable level. However, very little is spent on repairs and maintenance and this could
lead to problems in the future. There is a significant under-recovery on water and
electricity compared to the income derived from these services, and this should be
investigated.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
2,69:1 9% 34% 14% R3

The current ratio appears to be strong but is negated by the poor cash position. This
position can only improve with improved collections and an expanded revenue base. The
debt level is reasonable.

CONCLUSION

Based on the level of budgeted income and the institutional capacity, KZ274 is
categorised as a Classification 6 Category B municipality.
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MUNICIPALITY KZ275 (St Lucia TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ275 is a largely rural area in the vicinity of St Lucia, which is also a significant
tourism destination.

Population

KZ275 has a population of 25 653 people, or 5 105 households. There are 15 985
registered voters in KZ275.

Population to municipal employees/managers ratios
The local government capacity in KZ275 comprises 83 municipal employees and 13
senior or other managers. This yields fair population-per-employee and population-per-

manager ratios of 309 and 1 973 respectively.

The experience level of senior managers is good (an average of 17 years), and 83% are
professionally registered. Sixteen per cent are previously disadvantaged individuals.

The functions exercised locally are fairly wide as is often the case with tourism areas.
Ten Schedule 4 and 18 Schedule 5 functions are performed. The District Council also
provides nine functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The two Directors of Finance, both of whom are professionally registered, have 11 years’

experience.  They are complemented by one management staff member and seven
support staff, and can fulfil the financial function. There are two vacancies.
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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
R1 452 R1 150 R146 R250 R52

Although the municipality derives income from rates as well as services, KZ275 depends
on grants (33,2% of total revenue) for its financial viability. The per capita income is
acceptable in this rural area, which includes St Lucia, with a potential for revenue from
ecotourism. Revenue generation also depends on how future trading services are
structured. The revenue base should be enhanced once trading services are transferred.

Income mix as % of total income

Rates and general income 45,6
Electricity income 2,3
Water income 8,3
Other income 10,6
Grant income 33,2
Total 100,0

Assessment of efficiency

Total expenditure Bulk water Bulk electricity
as % of total Salaries as % |Repairs as % of [purchases as % [purchases as %
income of income income of income of income
(excluding grants)

67% 29% 5% 89% 93%

The municipality appears to be managed efficiently as salaries and wages are at an
acceptable level. However, very little is being spent on repairs and maintenance, and this
could lead to problems in the future. The bulk purchases of electricity compared to sales
are low and tariffs may be too low to recover costs.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
3,711 13% 45% 14% R202

Although this area is highly dependent on grants, the liquidity ratios look healthy. The
cash ratio should be improved. The ratio of accounts receivable to revenue is high at
45%, and credit control measures must be upgraded to enhance liquidity. Debt per capita
is high for the area.

CONCLUSION

Based on the level of budgeted income and the institutional capacity to undertake the
range of functions performed locally, KZ275 is regarded as a Classification 4 Category B
municipality.

91



MUNICIPALITY Kz281 (Umfolozi TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural area of mainly customary tenure between Richards Bay and St
Lucia/lUmfolozi.

Population

KZ281 has a population of 96 497 people, or 14 113 households. There are 40 445
registered voters in KZ281.

Functions

This is a new municipality that needs to have staff deployed to provide institutional
capacity. In the short term, the existing District Council will have to support the
execution of local functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how human resources at regional council level are redeployed, this
municipality could be faced with the prospect of being unable to properly execute its
administrative functions.

Assessment of revenue

The municipal area is made up of an existing District Council area, and will have to start
with the support of the district council. Depending on how future fiscal relationships
develop, arevenue base should develop.

CONCLUSION

As local government capacity still needs to be established in this municipality, KZ281 is
categorised as a Classification 6 Category B municipality.

92




MUNICIPALITY KZ282 (Richards Bay TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

KZ282 comprises the Richard’s Bay area, which is a significant port, industrial and
commercial service centre, with significant growth prospects.

Population

The population of KZ282 is 196 954 people, or 38 447 households. There are 104 529
registered voters in KZ282.

Population to municipal employees/managers ratios

Local government capacity in KZ282 is considerable. There are 1 658 municipal
employees and 56 senior or other managers. This yields favourable population-per-
employee and population-per-manager ratios of 119 and 3 517 respectively.

The experience levels of senior managers in KZ282 are good (an average of 16 years),
and an above average 75% are professionally registered. However, it is most surprising
in this regional context that none are previously disadvantaged individuals.

The range of functions exercised locally is considerable, as might be expected of a large
urban area with the level of human resources located here — 14 Schedule 4 functions and

22 Schedule 5 functions are being performed. In addition, the District Council performs
14 functions.

FINANCIAL ASSESSMENT
Assessment of financial human resources capacity
The two Directors of Finance, both of whom are registered, have 22 years’ experience.

They are complemented by three management staff and 20 support staff, and can fulfil
the financial functions.
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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
R1 864 R638 R226 R1 057 R169

With Richard’s Bay falling in this municipality, a sufficient revenue base exists to make

the municipality viable.

A substantial portion of the district area is part of this

municipality.  Electricity and water sales are responsible for 56% of the income of this

structure.
Income mix as % of total income
Rates and general income 34,3
Electricity income 45,7
Water income 10,5
Other income 7,9
Grant income 1,6
Total 100,0

Assessment of efficiency

Total expenditure
as % of total
income

(excluding grants)

Salaries as %o

of income income

Repairs as % of

Bulk water

of income

purchases as %

Bulk electricity
purchases as %
of income

97%

22% 12%

22%

66%

All the ratios appear to be reasonable.

Assessment of liquidity

cur [ a1 60 g gy
ratio assets total revenue revenue per capita
0,751 29% 19% 40% R753

The current ratio is weak and ways have to be found to generate more

are relatively high.

cash. Debt levels
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CONCLUSION

Based on the level of budgeted income and the good institutional capacity, KZ282 is
regarded as a Classification 2 Category B municipality.
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MUNICIPALITY KZ283

INSTITUTIONAL ASSESSMENT

Description of the area

This is a largely rural customary-tenure area north-west of Richard’s Bay.
Population

The population of KZ283 comprises 72 727 people, or 10 115 households. There are 24
827 registered voters in KZ283

Functions

This is a new municipality that needs to have staff deployed to provide institutional
capacity. In the short term, the existing district council will have to support the execution
of local functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

Depending on how the human resources at regional council level are redeployed, this
municipality could be faced with the prospect of being unable to properly execute its
administrative functions.

Assessment of revenue

The municipal area is made up of an existing District Council area and will have to start
with the support of that council. Depending on how future fiscal relationships develop, a

revenue base should develop out of the population of 72 727 people. The unemployment
figure stands at 12,51%. The dependence on grants will remain in the foreseeable future.

CONCLUSION

Until local government capacity in KZ283 has been established, the District Council will
have to perform all relevant functions.  Therefore KZ283 is categorised as a
Classification 6 Category B municipality.
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MUNICIPALITY KZ284 (Eshowe TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural area of mixed tenure, but includes the significant service centre of
Eshowe and some other small towns.

Population

The population of KZ284 is 185 716 people, or 28 392 households. There are 87 131
registered voters.

Population to municipal employees/managers ratios

Local government capacity comprises 312 municipal employees and 34 senior and other
managers. This yields apparently demanding population-per-employee and population-
per-manager figures of 595 and 5 462 respectively. Bearing in mind that service
demands are mainly concentrated in two towns (Eshowe and Gingingdlovu), the capacity
may well be stretched to apply across the rural areas.

The experience of senior managers in KZ284 is considerable (an average of 21 years),
while an above average 72% are professionally registered. However, only 7% of senior
managers are previously disadvantaged individuals, which is low in this regional context.

Functions

The range of functions apparently currently being exercised locally is very high-14
Schedule 4 functions and 26 Schedule 5 functions—the highest levels in the province. It
seems the District Council provides no functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The three Directors of Finance, two of whom are professionally registered, have 21

years’ experience. They are complemented by three management staff and 20 support
staff, and can fulfil the financial functions.
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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
R150 R75 R32 R66 R9

The per capita ratios are generally because of the rural nature of the area.

Should

services be extended and rural/agricultural land rated in future, the revenue will increase
significantly. Reliance on grant income is low.

Income mix as % of total income

Rates and general income 49,8
Electricity income 28,7
Water income 12,5
Other income 8,3
Grant income 0,7
Total 100,0

Assessment of efficiency

as % of total
income

Total expenditure

(excluding grants)

of income

Salaries as %o

income

Repairs as % of

of income

Bulk electricity
purchases as %

84%

40%

6%

47%

With high expenditure (for example, on salaries and wages), total expenses will have to
be carefully monitored in future. In addition, the large rural base will place great future
demands on operating costs. Electricity margins are good.
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Assessment of liquidity

curers (S0 e om0 1o g
ratio assets total revenue revenue per Caplta
1,931 28% 55% 43% R64

The current ratio is strong but the cash portion thereof should be increased by improving

collections.  Credit control must be improved in order to reduce the long outstanding

debtor’s percentage. Total debtis also too high.

CONCLUSION

Based on the level of budgeted income and the institutional capacity of local government

to implement its current range of functions, KZ284 is regarded as a Classification 4
Category B municipality.
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MUNICIPALITY KZ285 (Melmoth TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural area of mixed tenure, which includes the small service town of
Melmoth.

Population

The population of KZ285 is 35 343 people, or 5 217 households. There are 18 901
registered voters in KZ285.

Population to municipal employees/managers ratios

Local government capacity here is modest — 76 municipal employees and eight senior
and other managers, Vielding population-per-employee and population-per-manager
figures of 465 and 4 418 respectively. While these numbers appear to be challenging,
they should be seen in the context of this being a predominantly rural area.

The experience levels of managers in KZ285 are good (an average of 12 years), and two-
thirds are professionally registered.  Seventeen per cent are previously disadvantaged
individuals.

Functions

The range of functions exercised locally is moderate and includes nine Schedule 4
functions and 17 Schedule 5 functions.  The District Council also performs four
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Depending on how the human resources at regional council level are redeployed, this
municipality could be faced with the prospect of being unable to properly execute its
administrative functions, except for Melmoth Transitional Local Council’s expertise.

The latter TLC has only one registered treasurer, no manager and four support staff,
indicating low capacity.
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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

R202 R102 R44 R78 R22

The municipal area consists of an existing District Council area, and will have to start
with the support of that council. Should services be extended to the rural areas and
agricultural land is rated in future , revenue will increase substantially.

Income mix as % of total income

Rates and general income 50,4
Electricity income 30,2
Water income 8,6
Other income 6,6
Grant income 4,2
Total 100,0

Assessment of efficiency

Total expenditure Bulk electricity
as % of total Salaries as % [Repairs as % of purchases as %
income of income income of income
(excluding grants)

82% 40% 5% 66%

With high expenditure (for example, on salaries and wages), total expenses will have to
be carefully monitored in future. In addition, the large rural base will place great future
demands on operating costs. The margin on electricity sales is acceptable.

Assessment of liquidity

cur [ peonns 1 60 g g
ratio assets total revenue revenue per capita
3,231 59% 35% 28% R57

Both the current and cash ratios look strong. Also the accounts receivable are not too long
outstanding with some room for improvement with better credit control. The debt ratios
are not too high.

CONCLUSION
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Based on the level of budgeted income and the limited institutional capacity, KZ285 is
regarded as a Classification 5 Category B municipality.
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MUNICIPALITY KZ286

INSTITUTIONAL ASSESSMENT
Description of the area

This is a largely rural customary-tenure area to the west of Melmoth with no large towns
falling in the area.

Population

The population of KZ286 is 129 513 people, or 19 504 households. There are 44 780
registered voters in KZ286.

Functions

This is a new municipality that needs to have staff deployed to provide institutional
capacity. In the short term, the existing District Council will have to support the
execution of local functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The regional council will have to be redeployed staff to properly execute KZ286’s
administrative functions.

Assessment of revenue

The municipal area consists of an existing District Council area, and will have to start
with the support of that council. Depending on how future fiscal relationships develop, a
revenue base should be established.

CONCLUSION

Until local government capacity in KZ286 has been established, all relevant functions

will need to be performed by the District Council.  Therefore KZ286 is categorised as a
Classification 6 Category B municipality.
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MUNICIPALITY KZ291 (Mandeni TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This area is a complex mix of urban industrial settlements (Mandeni/Isithebe), coastal
areas, and customary and commercial farming areas. Its focal point is the town of
Mandeni.

Population

The population of KZ291 is 111 909 or 24 995 households. There are 53 181 registered
voters in KZ291.

Population to municipal employees/managers ratios

There is significant local government capacity in KZ291, mostly in Mandeni. There are
133 municipal employees and 11 senior and other managers. However, in relation to the
total population and complexity of the area, this capacity appears to be stretched. The
population-per-employee ratio is a high at 856, and the population-per-manager ratio an
even more worrying 10 345. The District Council will have to play a significant support
role here.

The levels of experience of senior managers in KZ291 are fairly good (an average of 11
years), and a remarkable 100% are professionally registered. Twenty-five per cent are
previously disadvantaged individuals.

Functions

The functions currently exercised locally include 11 Schedule 4 functions and 16
Schedule 5 functions. This is a moderate range, consistent with the level of human
resources located here. The District Council, apparently, currently provides no functions.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The single, professionally registered, Director of Fimance has 17 years’ experience. Five

management staff and 16 support staff who can fulfil the financial functions,
complement the Finance Director. There are six vacancies.
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Assessment of revenue

Based on the available information, this structure does not appear to be reliant on grants
as a primary source of revenue. Indicators that show that the alternative income sources
exceed the category averages support this.

Assessment of efficiency

Overall expenses seem to be on a par with the revenue generated by the combined
structure. In addition, the distribution of expenses among the various categories appears
reasonable. In order to facilitate the future development of the area and ensure its
upkeep, additional funds may need to be committed to repairs and maintenance. This,
however, does not seem to be of concern since, as noted abowve, the structure may be self-
sufficient.

Assessment of liquidity
The proposed structure appears to have healthy current ratios. There may, however, be
cause for concern as the one transitional local council that makes up the proposed

structure, appears to have little or no cash reserves, a fair amount of funds tied up in
receivables and a fairly high level of debt.

CONCLUSION

Based on the level of budgeted income and the range of functions currently performed
locally is moderate, KZ291 is regarded as is a Classification 4 Category B municipality.
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MUNICIPALITY KZ292 (Stanger TLC)

INSTITUTIONAL ASSESSMENT
Description of the area

This is an area along the north coast with a combination of significant coastal tourist
towns like Ballito Bay, commercial farming areas and industrial centres such as Stanger.

Population

The population of KZ292 is 131 091 people, or 36 594 households. There are 61 681
registered voters in KZ292.

Population to municipal employees/managers ratios

The local government capacity is significant — 725 municipal employees and 39 senior
and other managers. The population-per-employee figure is fair to good at 181, but the
figure per manager of 3 361 is more challenging.

The experience levels of senior managers in KZ292 are good (an average of 11 years), as
is the 88% professionally registered level. Nineteen per cent are previously
disadvantaged individuals.

Functions

The range of functions performed locally is extensive, as is often the case in tourism-
orientated districts, 13 Schedule 4 functions and 22 Schedule 5 functions are performed
locally, supplemented by the District Council’s performance of ten functions.
FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Three Directors of finance, all of whom are professionally registered and have a
combined 16 years’ experience, are employed. Together with three management staff
and 56 support staff, all of whom are trained in the various financial disciplines, the

indications are that this structure is sufficiently equipped to fulfil the financial functions
of the municipality. There may be spare capacity available to enhance other structures.
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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

R944 R679 R231 R210 R55

This structure does not appear to be reliant on grant income and, on closer review of
income sources, it is apparent that, on the whole, total income generated seems well
above the category average, indicating a self-sufficient structure. The local and
international tourism potential is high and could enhance the revenue streams.

Income mix as % of total income

Rates and general income 71,9
Electricity income 18,2
Water income 4,1
Other income 58
Total 100,0

Assessment of efficiency

Total expenditure Bulk water Bulk electricity
as % of total Salaries as % |Repairs as % of [purchases as % [purchases as %
income of income income of income of income
(excluding grants)

50% 26% 10% 46% 45%

The self-sufficiency pointed out above seems strongly supported by the efficient expense
management.  Furthermore, expenses do not seem to consume a large amount of the
income generated, and the expense base distribution appears equitable overall.  The
structure may, however, have to focus on forward planning and commit additional funds
to repairs and maintenance to ensure the upkeep of the area. Service delivery of water
and electricity seem to be satisfactory.
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Assessment of liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
0,791 -1% 89% 121% R1 144

The current and cash ratios are weak and is a reflection of the high accounts receivable to
revenue ratio of 89%. In order to improve this a major effort is required to apply credit
control policies more stringently. If this is not done, and coupled with the high debt
ratios, the structure could face critical cash shortages.

CONCLUSION

Based on the level of budgeted income and the good institutional capacity, KZ292 is
regarded as Classification 2 Category B municipality.
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MUNICIPALITY KZ293

INSTITUTIONAL ASSESSMENT

Description of the area

This is a partly peri-urban, partly rural area to the north of the Durban metropolitan area.
Population

The population of KZ293 is 174 481 people, or 26 716 households. There are 60 639
registered voters in KZ293.

Functions

Local government capacity needs to be established here and the District Council will
initially have to perform all relevant functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The two Directors of Finance of Treasurers are both professionally registered and have a
combined 23 years’ experience. With two management staff and 27 support staff all of
whom are trained in the various financial disciplines, the indications are that this structure
is effectively equipped to fulfil the financial functions of the municipality.

Assessment of revenue

Based on the available information, this structure does not receive grant income. There
may, however, be cause for concern, as the income per capita seems relatively low in
comparison with other structures in the vicinity.  The population of 174 481, with high
unemployment at 23 954 people, will need grants until a revenue stream can be
developed.

Assessment of efficiency

On the whole, owing to the low activity, the expenditure base does not consume

generated income, the distribution of which appears to be reasonable. Additional funds
may, however, have to be ploughed into repairs and maintenance.
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Assessment of liquidity

KZ293 appears to have healthy current ratios, but this is owing to the low activity by
local authorities. In addition, some cash resources do seem to be available, but there
appears to be corresponding debt. The debt levels, however, still appear manageable.

CONCLUSION

Local government capacity in KZ293 still needs to be established and the District
Council will initially have to perform all functions. KZ293 is therefore categorised as a
Classification 6 Category B municipality.
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MUNICIPALITY KZ294

INSTITUTIONAL ASSESSMENT

Description of the area

This is a large rural, customary-tenure area between Mandeni/Stanger and Kranskop.
Population

The population of KZ294 is 168 854 people, or 27 776 households. There are 34 047
registered voters in KZ294.

Functions

Local government capacity needs to be established for KZ294 and until so, the District
Council will need to undertake all the relevant functions.

FINANCIAL ASSESSMENT

Assessment of financial human resources capacity

The two Directors of Finance or Treasurers, both professionally registered and with a
combined 23 years’ experience, are employed together with two management staff and
27 support staff, who can adequately fulfil the financial function.

Assessment of revenue

Based on the available information, this structure does not receive grant income.  There
may, however, be cause for concern, as the income per capita seems relatively low in
comparison with other structures in the vicinity.  The population of 174 481, with high
unemployment at 23 954 people, will need grants until a revenue stream can be
developed.

Assessment of efficiency

On the whole, owing to the low activity, the expenditure base does not consume

generated income, the distribution of which appears to be reasonable.  Additional funds
may, however, have to be ploughed into repairs and maintenance.
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Assessment of liquidity
This structure appears to have healthy current ratios but this is owing to the low activity

by local authorities.  In addition, some cash resources do seem to be available, but there
appears to be corresponding debt. The debt levels, however, still appear manageable.

CONCLUSION

Local government capacity in KZ294 still needs to be established and the District
Council will initially have to perform all functions. KZ294 is therefore categorised as a
Classification 6 Category B municipality.
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MUNICIPALITY KZ5al (Creighton)

INSTITUTIONAL ASSESSMENT

Description of the Area

Category B Municipality of KZ5al is located within CBDC5. It is a farming area with
many traditional settlment areas. There are a number of small towns including Bulwer
and Donnybrook with the largest being the town of Creighton.

Population

KZ5al is largely agricultural in nature and consequently not densely populated. In 1996,
the population for the area that now comprises KZ5al, was 95151 or 17 438 households.
The number of registered voters in the area is 3 439.

Population to Municipal Employees / Manager Ratios

There are eight employees, one senior manager and one other manager. The population
numbers per municipal employee in this area and the number of people per municipal
manager is poor. These ratios are very challenging.

Institutional and Technical Capacity

KZ5al has one senior manager with four years’ experience who is registered and is a
female.

Within the service area of KZ5al, one local authority indicated that it had adequate office
equipment to undertake its responsibilities, one indicated that their office furniture and
accommodation is adequate.

Functions

One transitional local council provides water and sanitation to the communities within
their service area. Capacity and infrastructure to carry out these functions is limited.

The local authorities within KZ5al currently perform seven Schedule 4 functions and 14
Schedule 5 functions.
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FINANCIAL ASSESSMENT
Assessment of Financial Human Resource Capacity

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

Assessment of Revenue Base

Total income |Rates general Rates income [Trading services
per capita  [income per capita |per capita income per capita
R4 R2 R1 R1

The total income per capita is only R4, indicating low economic activity by the
population.. The rates per capita are R1. Income per household is R20, which appear to
place a restriction on the potential income for this municipality.

Income mix as % of total income

Rates and general income 62,7
Water income 26,3
Other income 11,0
Total 100,00

Assessment of Efficiency

Total expenditure
as % of total
income

(excluding grants)

93% 37% 8%

Salaries as % |Repairs as % of
of income income

Personnel cost represent 37% of total expenditure, which is marginally on the high side.
Repairs expenditure is low and may point to excessive payments for repairs/replacements
in the future.
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Assessment of Liquidity

Cashto  |Accounts

current receivable to

assets total revenue
120,0% 6,0%

It is difficut to comment on liquidity without further ratios and information being
available.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, KZ5al is regarded as a Classification 6 Category B municipality.
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MUNICIPALITY OF KZ5a2 (Underberg TLC)

INSTITUTIONAL ASSESSMENT

Description of the Area

Category B Municipality KZ5a2 is located CBDC5. This municipality abuts the southern
Drakensberg and includes the towns of Underberg and Himeville. Farming and tourist
activities are the main economic activities in KZ5a2.

Population

KZ5a2 is agricultural in nature and consequently not densely populated. In 1996, the
population of the area now comprising KZ5a2 was 14 574 or 3 493 households. The
number of registered voters in the area is 6 244.

Population to Municipal Employees / Manager Ratios

There are 39 employees, three senior managers and no other managers. The population
numbers per municipal employee in this area is 373 and the number of people per
municipal manager is 4 858.

Institutional and Technical Capacity

KZ5a2 has three senior managers with an average of 1,5 years’ experience. Two of these
managers are registered with appropriate professional institutions, both are over 55 years’
of age, creating a need for training of new staff to replace incumbents upon retirement.

Within the service area, two local authorities indicate that they have adequate office
equipment to undertake their responsibilities, one indicated that their office furniture is
adequate and one reported adequate office accommodation.

Functions

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

No transitional local councils provide electricity in this area, two of the local authorities
provide a water distribution network and storm water management whereas only one
provides water-borne sanitation within its service area. Capacity and infrastructure to
carry out these functions is fair to good with only the planning functions having some
capacity constraints.
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The local authorities within KZ5a2 currently perform nine Schedule 4 functions and 18
Schedule 5 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resource Capacity

The municipality has a registered Financial Director. There are 16 support staff that
report to the Finance Director.

Assessment of Revenue Base

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

R56 R33 R23 R16 R6

The total income per capita is only R56, indicating low economic activity by the
population. The rates per capita are R46. Income per household is R332, which appears
to place a restriction on the potential income for this municipality.

Income mix as % of total income

Rates and general income 59,9
Water income 28,6
Other income 2,1
Grant income 9,4
Total 100,00

Assessment of Efficiency

Total expenditure Bulk water
as % of total Salaries as % |Repairs as % of [purchases as %
income of income income of income
(excluding grants)

289% 47% 9% 146%

The bulk water purchases are significantly high, which indicates that the service is not
well managed. Personnel cost represent 47,4% of total expenditure, which is on the high
side and has to be monitored. Efforts should be made to narrow the gap between income
and expenses.
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Assessment of Liquidity

Current Cash to Accqunts Total debt to Total debt
) current receivable to current :
ratio per capita

assets total revenue revenue
2,841 77% 37% 58% R32

Both the current ratio, including investments and the current ratio excluding investments
Taking the low-income base into account, the

indicate that the municipality is liquid.
accounts receivable is high at 37% of revenue.

The municipality may improve its cash to

current assets ratio by enhancing credit control procedures and levying rates in rural

areas.

CONCLUSION

Based on the low level of budgeted income and the limited capacity to undertake the
range of local functions, KZ5a2
municipality.

regarded as a Classification 6 Category B
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MUNICIPALITY OF KZ5a3 (Matatiele)

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B Municipality KZ5a3 is located in DC43 in KwaZulu Natal. KZ5a3 is
primarily a rural, traditional area where agriculture is the main economic activity. It
includes the small towns of Cedarville and Matatiele.

Population

FS161 is agricultural in nature and consequently not densely populated. In 1996 the
population of the area that now comprises KZ5a3, was 10 143 people. The number of
registered voters in the area is 6 950.

Population to Municipal Employees / Manager Ratios

There are 110 employees, four senior managers and four other managers. The population
numbers per municipal employee in this area is 92 and the number of people per
municipal manager is 1 268.

Institutional and Technical Capacity

KZ5a3 has four senior managers with an average of 11 years’ experience. Two of these
managers are registered with appropriate professional institutions, and two are over 55
years of age, raising concern about future capacity once they retire. One is a female but
none are from a previously disadvantaged community. Regarding technical managers,
there is one with 20 years’ experience. There are seven vacancies.

Within the service area of KZ5a3, two local authorities indicate that they have adequate
office equipment to undertake their responsibilities, two indicate that their office furniture
is adequate; and two report adequate office accommodation. There is therefore adequate
infrastructure within the administrative operation of KZ5a3.

Functions

The range of functions currently carried out in the area includes 12 that would be
performed by a Category C municipality including bulk sewerage, bulk water, electricity
supply and integrated development planning.

One of the transitional local councils provides electricity to the communities within their
service area. Two of the local authorities provide water reticulation and water-borne
sanitation within their service but indicate that their capacity and infrastructure to do so is
weak.
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The local authorities within KZ5a3 currently perform ten Schedule 4 functions and 18
Schedule 5 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

The municipality has a registered Fmancial Director with ten years’ experience.

are three finance managers are responsible for the four support staff.

Assessment of Revenue Base

There

Total income |Rates general Rates income [Trading services [Economic services
per capita  [income per capita |per capita income per capita |income per capita
R2 515 R1 094 R495 R1 329 R92

The total income per capita is only R2 515, indicating low economic activity by the
population.  The rates per capita are R495. Income per household is R9968, which
appear to place a restriction on the potential income for the council. Electricity makes up
21% of total income. Although electricity distribution does not cover the whole area, the
revenue can improve even more if this is enhanced.

Income mix as % of total income

Rates and general income 43,5
Electricity income 20,5
Water income 6,1
Other income 26,5
Grant income 3,4
Total 100,00

Assessment of Efficiency

Bulk electricity
purchases as %
of income

Total expenditure
as % of total
income

(excluding grants)

75%

Salaries as %
of income

Repairs as % of
income

33% 8% 66%

Personnel cost represent 33% of total expenditure, which is the acceptable norm. The
repairs bill is low which may indicate that there could be expensive repairs/replacements
in the future. The electricity margin is fair.
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Assessment of Liquidity

Current Cash to Accqunts Total debt to Total debt
. current receivable to current ;
ratio per capita

assets total revenue revenue
1,211 71% 15% 45% R1 119

The collections of debtors are good and this is reflected in the strong current and cash
ratios. Debt seems to be on the high side.

CONCLUSION

Based on the level of budgeted income and the limited capacity to undertake the range of
local functions, KZ5a3 is regarded as a Classification 4 Category B municipality.
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MUNICIPALITY OF KZ5a4 (Kokstad TLC)

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B municipality KZ5a4 is situated in DC43 in the northern part of the Eastern
Cape and the southern-most part of KwaZulu-Natal and includes in its area of
jurisdiction, the transitional local council of Kokstad.

Population

In 1996, Category B municipality KZ5a4 comprised 34 736 people or 8 723 households.
The number of registered voters in the KZ5a4 service area is given as 17 012 (48,97% of
the total population of KZ5a4).

Population to Municipal Employees/Managers Ratios

According to the information provided by the local authorities, there are five senior
municipal managers in the existing structure.  The population number per municipal
employee is 85 while the population number per municipal manager is 6 947.

Institutional and Technical Capacity

KZ5a4 has in its area of jurisdiction five municipal managers with an average of fourteen
year’s experience among them. None of the incumbents are from a previously
disadvantaged community and none of the incumbents are over 55 years of age. The
chief technical officer in the service area of KZ5a4 has over 20 years’ experience.

The transitional local council in the service area of KZ5a4 has indicated that the office
equipment, office furniture and office accommodation available to them is inadequate for
their operational requirements.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
indicates, however, that nothing precludes a local authority from carrying out these
functions and powers in its area of jurisdiction. As far as KZ5a4 is concerned, bulk
supply of water, sanitation, electricity and solid-waste disposal functions are performed.
The transitional local authority in KZ5a4 currently performs 18 Schedule 5 functions and
nine Schedule 4 functions.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

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

Assessment of Revenue Base

Total income
per capita

Rates general
income per capita

Rates income
per capita

Trading services
income per capita

Economic services
income per capita

R1 686

R997

R860

R557

R133

The total income per capita is R1 686.The rates per capita are R860.

Income per

household is R7460.Electricity makes up 25% of total income. Although -electricity
distribution does not cover the whole area, the revenue can improve even more if this is

enhanced.

Income mix as % of total income

Rates and general income 59,1
Electricity income 24,6
Water income 8,4
Other income 2,0
Grant income 5,9
Total 100,00

Assessment of Efficiency

as % of total
income

Total expenditure

(excluding grants)

of income

Salaries as %

78%

36%

Personnel cost represent 36% of total expenditure, which is the acceptable norm.
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Assessment of Liquidity

Cash to Accounts Total debt to
Cu_rrent current receivable to current Total d?bt
ratio per capita
assets total revenue revenue
2,321 36% 19% 13% R224

The current ratio is strong with only a 36% cash component. Credit control seems

reasonable and debt levels are not too high.

CONCLUSION

Based on the level of budgeted income and limited institutional capacity, KZ5a4 is
regarded as Classification 4 Category B municipality.
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MUNICIPALITY OF KZN5a5 (Ixopo)

INSTITUTIONAL ASSESSMENT
Description of the Area

Category B municipality KZN5a5 is situated in DC43 in the northern part of the Eastern
Cape and the southern-most part of KwaZulu-Natal and includes in its area of
jurisdiction, the main Transitional Local Council of Ixopo.

Population

In 1996, Category B municipality KZ5a5 comprised of 76 992 people or 14 907
households. The number of registered voters in the KZ5a5 service area is given as 37
383 (48,5% of the total population of KZ5a5).

Population to Municipal Employees/Managers Ratios

According to the information provided by the local authorities, these two transitional
local authorities have a total number of 35 employees comprising of two senior municipal
managers and two other middle managers. The population number per municipal
employee is 2 199 while the population number per municipal manager is 19 248.

Institutional and Technical Capacity

KZ5a5 has in its area of jurisdiction two municipal managers with a combined total of 31
years experience and an average of 15.5 years experience between them. One of the
incumbents is from a previously disadvantaged community — one is over 55 years of age
and a female. The Chief Technical Officer in the service area of KZ5a5 has over 20 years
experience.

The transitional local councils in the service area of KZ5a5 indicated that the office
equipment, office furniture and office accommodation available to them are inadequate
for their operational requirements.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998 specifies the functions to
be performed and the powers to be exercised by Category C municipalities. Section 84(3)
indicates, however, that nothing precludes a local authority from carrying out these
functions and powers in its area of jurisdiction. As far as KZ5a5 is concerned, while the
bulk supply of water, sanitation, and municipal roads are performed, the local authorities
do not have adequate capacity. KZ5a5 currently performs six Schedule 5 functions and
three Schedule 4 functions.
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FINANCIAL ASSESSMENT

Assessment of Financial Human Resource Capacity

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

Assessment of Revenue Base

Total income [Rates general Rates income [Trading services [Economic services
per capita  |iIncome per capita |per capita income per capita (income per capita
R60 R37 R21 R11 R12

The total income per capita is only R60, indicating low economic activity. Rates per

capita are R210.

the potential income for the council.

Income mix as % of total income

Rates and general income 62,1
Water income 18,5
Other income 16,9
Grant income 2,5
Total 100,00

Assessment of Efficiency

Income per household is R311, which appear to place a restriction on

as % of total
income

Total expenditure

(excluding grants)

of income

Salaries as %o

income

Repairs as % of

Bulk water

of income

purchases as %

82%

36%

4%

59%

Personnel cost represent 36% of total expenditure, which is the acceptable norm.The
repairs amount is too low and this may result in expensive maintenance in the future.The
margin on water is satisfactory.
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Assessment of Liquidity

Cash to Accounts Total debt to
Cu_rrent current receivable to current Total d?bt
ratio per capita
assets total revenue revenue
6,62:1 64% 42% 18% R11

Both the current ratio, including investments and the current ratio excluding investments
Taking the low-income base into account, the

indicate that the municipality is liquid.
accounts receivable is high at 42% of revenue.

The municipality may improve its cash to

current assets ratio by enhancing credit control procedures and levying rates in rural
areas. The debt ratios are acceptable.

CONCLUSION

Based on the low level of budgeted income and the limited institutional capacity, KZ5a5

is regarded as a Classification 6 Category B municipality.
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DISTRICT COUNCIL DC21 (Ugu)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC21 encompasses the southeast corner of the Province, extending from the southern
border of Umkomaas to Port Edward and extending inland from the coast for about 50
kilometres. The service area of DC21 includes the active economies of the KZN south
coast towns, some inland service centres, commercial farming and traditional rural areas.
To a substantial extent, DC21 contains the service area of the Ugu Regional Council.
There are 5 Category B municipalities contained within the service area of DC21.

Population

The population of DC21 is the fourth largest among the nine Category C municipalities
within KwaZulu Natal — it comprised in 1996 of 646 726 people (11,9% of the total
population within KZN) or 123 190 households. The number of registered voters in the
area is given as

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 DC21 totals 1 832; in addition there are 41 senior
municipal managers and 47 other municipal managers within the existing local authority
structures.  The population number per municipal employee of 353 is the third lowest
among the Category C municipalities within KZN; the population number per municipal
manager of 7 349 is the fourth lowest among the nine Category C municipalities within
the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC21 indicates that there are 16
municipal managers within the district municipality’s service area with an average of
14,5 years’ experience between them; 11 of these mcumbents are registered with an
appropriate professional institution and 8 are over the age of 55 years. None of the
incumbents are females or from a previously disadvantaged background. There are 14
mcumbents to the post of Chief Technical Officer with an average of 19 years’
experience between them; of these 10 are professionally registered. Again none of the
incumbents in the senior technical post are female or from a previously disadvantaged
background; two of the incumbents are over the age of 55.
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Of the local authorities within the service area of DC21, 15 have indicated that the office
equipment available to them is adequate to fulfil their responsibilities; 15 have reported
that the office furniture within their operation is adequate while only 7 have reported
having adequate office accommodation. With some reservation regarding the availability
of office accommodation, DC21 has adequate administrative infrastructure.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by 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 listed in Section 84(1) of the Act. The local authorities within the service area
of DC21 currently carry out 12 of the sixteen powers and functions to a limited degree —
bulk sewerage purification is undertaken by 9 local authorities, the promotion of local
tourism is undertaken by 8 local authorities and the bulk supply of water is undertaken by
7 local authorities. None of the other powers and functions are undertaken by more than
three local authorities. There is therefore an important role for the district municipality to
play in fulfiling the requirements of the Act. DC21 will assume the service area (to a
substantial extent) of the Ugu Regional Council together with its manpower structure and
staff complement.

According to the information provided only one of the transitional local councils within
the area of jurisdiction of DC21 supply electricity to communities within their area of
jurisdiction; the local authority concerned indicated that the electricity supply network is
adequate.  Eight local authorities within DC21 operate a water reticulation network
within their service area; all but two reported that the infrastructure to render the service
is adequate. Five of the transitional local councils within DC21 provide consumers
within their service area with water borne sanitation; four of the local authorities
concerned reported that the infrastructure to provide the service is adequate. The local
authorities within the service area of DC21, in addition, currently perform other functions
including 23 Schedule 5 functions and 12 Schedule 4 functions.

FINANCIAL ASSESMENT

Assessment of Financial Human Resources Capacity

There are within the District Council a total of two finance directors with an average of
13 years’ experience. Both of the directors are registered with a professional institution.

The 52 staff members report to five line managers. The staff needs training in certain
areas to fulfill the accounting functions of the District Council.
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Assessment of Revenue

The District Council has a population of 646 726 and an income per capita of R144. The
main revenue sources are Levy income 44%, grant income 18% and Trading Services
income 26%. Grant income will play a major roll in the short-medium term to address all
backlogs and to enhance the revenue base.

Assessment of Efficiency

Salaries as a % of|Repairs as a % of
Total Exp Total Exp
97% 0.3%

The District Council has a major problem with the control of its expenditure. Salary
expenses are very high and need to be investigated. This should be monitored to achieve
the appropriate efficiency gains associated with synergy. Repair and maintenance figures
is not high, but should increase with the unbundling as a more structured maintenance
policy is put in place.

Assessment of Liquidity
Current Ratio [Cash/Current Assets |Acc Rec/ Income Debt Per Capita
1.04:1 5% 32% R128

Overall, the cash holding is R2 million but the ability to recover further cash out of
current assets appears great. Accounts receivable are currently high, at R30 million and
credit-control measures should be more vigorously instituted. This action can lead to an
improved cash-holding situation. The debt per income is high as compare to the income
per capita, and needs serious attention.

CONCLUSION

The municipality appears to have the human resources as well as the revenue base to
operate effectively, the necessary resources for the development is present and DC21 is
therefore, a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC22 (Indlovu)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC22 is situated within KwaZulu Natal and serves the midlands of the Province
extending from the foothills of the southern Drakensberg to the western boundary of the
Durban metro.  The service area of DC22 is dominated by the Pietermaritzburg
/Msunduzi area but also incorporates smaller towns such as Richmond and Mooi River,
commercial farming areas and rural and peri-urban areas of traditional tenure. There are
seven Category B municipalities contained within the service area of DC22.

Population

The population of DC22 is the largest among the nine Category C municipalities within
KwaZulu Natal — it comprised in 1996 of 870 035 people (16,0% of the total population
within the Province) or 186 566 households. The number of registered voters in the area
is given as 352 453 (40,5% of the total population of DC22).

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 DC22 is 4 342. In addition, there are 41 senior
municipal managers and 208 other municipal managers within the current local authority
structures. The population number per municipal employee of 200 is the lowest among
the Category C municipalities within KZN.  Similarly the population number per
municipal manager of 3 494 is the lowest among the district municipalities in the
Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC22 indicates that there are 22
municipal managers within the district municipality’s area of jurisdiction with an average
of 10,25 years’ experience among them. Fifteen of these imcumbents are registered with
an appropriate professional institution. Two of the 22 incumbents are females and two
have a previously disadvantaged background. Eight of the incumbents are over the age
of 55. There are 13 incumbents to the post of Chief Technical Officer with an average of
13,5 years’ experience. Only five of the incumbents are professionally registered. Two
of the senior technical incumbents have a previously disadvantaged background; four are
over the age of 55.

Of the local authorities within the service area of DC22, 19 have indicated that the office
equipment available to them is adequate to fulfil their responsibilities. Twenty have

132



reported that the office furniture within their operation is adequate and 11 have reported
having adequate office accommodation. As a consequence, DC22 is well positioned in
terms of infrastructure for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions within its service area. There are 16 powers and
functions listed in Section 84(1) of the Act. The local authorities within the service area
of DC22 currently carry out 13 of the 16 powers and functions, some to a marked degree.
The imposition and collection of taxes, levies and duties is undertaken by 16 of the local
authorities within DC22, while fire fighting services, integrated development planning
and the promotion of local tourism is provided by 15 of the local authorities (not
necessarily the same 15 in each case). The service area of DC22 comprises the central
part of what is currently the iNdlowu Regional Council with the focal point being the
Pitermaritzburg / Msunduzi node.

Seven of the transitional local councils within the area of jurisdiction of DC22 supply
electricity to communities within their service area. Only one of the local authorities
concerned has reported that the electricity supply network is not adequate. Seventeen
local authorities within DC22 operate a water reticulation network within their service
area and ten of the local authorities concerned reported that the infrastructure to render
the service is adequate. All nine transitional local councils within DC22 that provide
consumers within their service area with water borne sanitation have indicated that the
infrastructure in place to render the service is adequate. The local authorities within the
area of jurisdiction of DC22, in addition, currently perform other functions including 25
Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

There are within the District Council region a total of three finance directors with an
average of 12.5 years experience all of them are registered with a professional society. A
total of 39 staff members who reports to four line managers make up the finance
department. 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 870 035 and an income per capita of R61. The
main revenue sources are levy income 71% and grant income 14%.
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Assessment of Efficiency

Total Income as a % of [Salaries as a % of |Repairs as a % of
Total Expenditure Total Exp Total Exp
25% 26% 1%

Salary expenses appear to be normal. Depending on the infrastructure repairs and
maintenance appear to be normal, if not a bit low. The DC appears well managed and
has the capacity to fulfill its obligations effectively and efficiently.

Assessment of Liquidity

Current Ratio |[Cash/Current Assets |Acc Rec/ Income |Debt Per Capita
2.011 44% 11% R31

Cash on hand of R5 million, appears healthy in this District Council. However, a high
percentage of total revenue resides in accounts receivable. To address this, a major
credit-control process must be undertaken as a matter of urgency to improve the liquidity
in future. Also the gearing of the District Council needs careful consideration to get to a
more acceptable level.

CONCLUSION

The District Council appears to have the human resources as well as the revenue base to
operate effectively, the necessary resources in human potential is present for the
development of the District Council and is a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC23 (Thukela)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC23 is located in the west — central area of KwaZulu Natal, extending from the northern
Drakensberg to beyond Ladysmith, Bergville and Weenen. The area of jurisdiction of
DC23 is substantially that currently being served by the Thukela Regional Council and it
consists of the large town of Ladysmith/Emnambithi, several smaller towns, extensive
commercial farming areas, and some rural and peri-urban areas of traditional tenure.
There are 5 Category B municipalities within the service area of DC23.

Population

The population of DC23 is the fourth lowest among the nine Category C municipalities
within KwaZulu Natal. In 1996 it comprised 553 465 people (10,2% of the total
population within the Province) or 94 829 households. The number of registered voters
in the area is given as 220 218 (39,8% of the total population of DC23).

Population to Municipal Employees

According to the information provided by the local authorities, the number of municipal
employees within the service area of DC23 is 1 132. In addition there are 24 senior
municipal managers and 33 other municipal managers within the existing local authority
structures. The population number per municipal employee of 489 reflects the average
level prevalent in the province. Similarly, the population number per municipal manager
of 9 710 is also indicative of the average level within the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC23 indicates that there are 12
municipal managers within the district municipality’s service area with an average of 16
years’ experience. Nine of the incumbents are registered with an appropriate professional
institution, one is a female and six are over the age of 55. There are six incumbents to the
post of Chief Technical Officer with an average of 8,3 years’ experience. Of the six, only
one is professionally registered, one is female and a further two have previously
disadvantaged backgrounds.

Of the local authorities within the service area of DC23, 11 have indicated that the office
equipment available to them is adequate to fulfil their responsibilities; ten have reported
that the office furniture within their operation is adequate and nine have reported having
adequate office accommodation. As a consequence, DC23 is well positioned in terms of
infrastructure for its administrative operation.
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Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by 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 listed in Section 84(1) of the Act. The local authorities within the area of
jurisdiction currently carry out 12 of the 16 powers and functions to a limited degree —
the promotion of local tourism is undertaken by 8 local authorities while the imposition
and collection of taxes, levies and duties and integrated development planning are carried
out by 7 local authorities. As noted abowve, the area of jurisdiction of DC23 is to a
substantial degree that currently serviced by the Thukela Regional Council.

Only three of the transitional local councils within the area of jurisdiction of DC23
supply electricity to communities within their service area; four transitional local councils
within DC23 provide consumers within their service area with water borne sanitation
while 10 local authorities within DC23 operate a water reticulation network. In each
case, however, the local authorities concerned have indicated that the infrastructure
available is adequate to render the service. The local authorities within the service area
of DC23, in addttion, currently perform other functions including 25 Schedule 5
functions and 15 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The District Council has one Finance Director in the District Council 15 years’
experience that is registered with a professional society. There are a total of ten 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 553 465 and an income per capita of R129. The
main revenue sources are levy income 66%, grant income 12% and trading services
Income 2%.
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Assessment of Efficiency

Total Income as a % offSalaries as a % ofRepairs as a % of
Total Expenditure Total Exp Total Exp
29% 22% 3%

Salary expenses are acceptable at 22% in this District Council and should be kept like
that or improved to achieve the appropriate efficiency gains. Repair and maintenance
figures is not high but should increase with the merger as a more structured maintenance
policy can be put in place. The need for infrastructure in the rural areas will be a
challenge, but in the longer term should generate revenue on its own.

Assessment of Liquidity

Current Ratio |Acc Rec/ Income [Debt Per Capita
0.511 6% R55

Overall, cash holding is in an overdraft position containing the ability to cover expenses
out of liquid assets. The accounts receivable to revenue ratio is high at 6%. A credit
control action can lead to an improved cash holding situation.

CONCLUSION
The DC appears to have the human resources as well as the revenue base to operate

effectively, the necessary resources for the development is present. DC23 is a
Classification 1 Category C municipality.
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DISTRICT COUNCIL DC24 (Indlovu)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC24 is centrally located within KwaZulu Natal, extending from the Greytown area in
the south through the Msinga district northwards to the Dundee, Glencoe and Nqutu
areas. Whilst there are some small towns and commercial farming areas within the area
of jurisdiction of DC24, much of this Category ¢ municipality is made up of rural areas of
traditional tenure. There are five Category B municipalities contained within the service
area of DC24.

Population

The population of DC24 is the lowest among the nine Category C municipalities within
KwaZulu Natal. In 1996, it comprised 406 177 people (7,5% of the total population
within the Province) or 74 335 households. The number of registered voters in the area is
given as 141 630 (34,9% of the total population of DC24).

Population to Municipal Employees / Manager Ratios

According to the information provided by the local authorities, the number of municipal
employees within the area of jurisdiction of DC24 is 723. In addition, there are 19 senior
municipal managers and 44 other municipal managers within the existing local authority
structures. The population number per municipal employee of 562 is the fourth highest
among the Category C municipalities within KZN. However, the population number per
municipal manager of 6 447 is the second lowest among the district municipalities in the
Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC24 indicates that there are
nine municipal managers within the district municipality’s service area with an average
of ten years’ experience. Four of these incumbents are professionally registered and four
have a previously disadvantaged background. There are seven incumbents to the post of
Chief Technical Officer with an average of 9,25 years’ experience. Five of the seven
incumbents are professionally registered. In addition, five of the seven incumbents have
a previously disadvantaged background and one of the incumbents is over the age of 55.

Of the local authorities within the area of jurisdiction of DC24, 11 have indicated that the

office equipment available to them is adequate to fulfil their responsibilities. Ten have
reported that the office furniture within their operation is adequate and nine have reported
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having adequate office accommodation. Consequently, DC24 is well positioned in terms
of infrastructure for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions within its service area. The local authorities
within the area of jurisdiction of DC24 currently perform 15 of the 16 powers and
functions listed in the Act but only to a fairly limited degree. Seven of the local
authorities within DC24 (not necessarily the same seven in each case) carry out fire
fighting services, the imposition and collection of taxes, levies and duties and integrated
development planning.  There are six local authorities within DC24 involved in the
promotion of local tourism and the receipt, allocation and distribution of grants.

Three of the transitional local councils within the area of jurisdiction of DC24 supply
electricity to communities within their service area and provide consumers within their
service area with water borne sanitation (not necessarily the same three in each case).
The local authorities supplying electricity indicated that the infrastructure to render the
service in each case is adequate. One of the local authorities rendering the sanitation
service indicated that the infrastructure is not adequate to render the service. There are
five local authorities within the service area of DC24 that operate a water reticulation
service for their communities. In one case the infrastructure is not regarded as adequate
to render the service. The local authorities within the area of jurisdiction of DC24, in
addition, currently perform other functions including 23 Schedule 5 functions and 15
Schedule 4 functions.

FINANCIAL ASSESSMENT
Assessment of Financial Human Resources Capacity

There are within the District Council a total of four finance directors with an average of
seven years experience. Three of the directors are registered with a professional
institution. The 41 staff members who report to three line managers makes up the finance
department. 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 406 177 and an income per capita of R61. The
main revenue sources are levy income 41%, grant income 11%, investment income 9%

and trading services income 39%. Grant income will be required to address the backlogs
in the region in the short term.
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Assessment of Efficiency

Total Income as a % of

Total Expenditure

Total Exp

Salaries as a % offRepairs
Total Exp

as a % of

55%

27%

8%

Salary expenses are not high at 27% in this District Council but should be monitored to
Repair and maintenance figures is low and

achieve the appropriate efficiency gains.

should improve with a more structured maintenance policy. The need for infrastructure
in the rural areas will on the longer term generate revenue on its own.

Assessment of Liquidity

Current Ratio

Cash/Current Assets

Acc Rec/ Income

Debt Per Capita

2.7:1

62%

26%

R79

The liquidity ratio’s for the District Council is fairly strong. DC24 has a net bank balance
of R10 million and debtors outstanding of R4 million.

CONCLUSION

DC24 appears to have the human resources as well as the revenue base to operate

effectively. The range of functions performed

Category C municipality.

is appropriate for a Classification 1
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DISTRICT COUNCIL DC25 (Mzinyathi)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC25 is situated in the northwestern corner of KwaZulu Natal centred around the
significant industrial town of Newcastle. The area of jurisdiction of DC25 comprises a
substantial extent of the service area of the current Mzinyathi Regional Council. There
are a number of smaller towns within the district municipality, as well as extensive
commercial farming areas and a few peri-urban areas. There are three Category B
municipalities contained within the service area of DC25.

Population

The population of DC25 is the second lowest among the nine Category C municipalities
within KwaZulu Natal. In 1996 it comprised 410 439 people (7,6% of the total
population within the Province) or 74 254 households. The number of registered voters
in the area is given as 160 076 (39,0% of the total population of DC25).

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 DC25 is 1 077. In addition there are 18 senior
municipal managers and 12 other municipal managers within the existing local authority
structures. The population number per municipal employee is the fourth lowest among
the Category C municipalities in KwaZulu Natal. However, the population number per
municipal manager is the second highest among the district municipalities in the
Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC25 indicates that there are
seven municipal managers within the district municipality’s service area with an average
of 5,8 years’ experience. Three of the incumbents are registered with an appropriate
professional institution. One of the seven incumbents is a female and a further three have
a previously disadvantaged background. There are five incumbents to the post of Chief
Technical Officer with an average of 13 years’ experience. Four of these incumbents are
professionally registered and three have a previously disadvantaged background.

Of the local authorities within the service area of DC25, six have indicated that the office

equipment available to them is adequate to fulfil their responsibilities. Six have reported
that the office furniture within their operation is adequate and three have reported having
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adequate office accommodation. As a consequence, DC25 has infrastructure for its
administrative operation.

Functions

Section 84(3) 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) however, indicates that nothing precludes a local authority from carrying out these
powers and functions within its service area. The local authorities within the area of
jurisdiction of DC25 currently perform 11 of the 16 powers and functions listed in the
Act, mostly to a limited extent only. There are six local authorities within DC25 engaged
in integrated development planning while the imposition and collection of taxes, levies
and duties, the promotion of local tourism and the receipt, allocation and distribution of
grants in undertaken by five local authorities (not necessarily the same five in each case).
As noted above, the service area of DC25 to a substantial extent is that of the current
Mzinyathi Regional Council.

Only one of the transitional local councils within the area of jurisdiction of DC25
supplies electricity to the community within its service area and the local authority
concerned reported that the electricity supply network is adequate. Three of the local
authorities within DC25 operate a water reticulation network and two provide consumers
within their service area with a water-borne sanitation service. Only one of the local
authorities engaged in providing the sanitation service reported that the infrastructure is
not adequate to render the service. The local authorities within the service area of DC25
perform other functions including 20 Schedule 5 functions and 14 Schedule 4 functions.

FINANCIAL ASSESMENT

Assessment of Financial Human Resources Capacity

The District Council has one registered Finance Director with three years’ experience.
There are seven staff members who report to one line manager. 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 410 439 and an income per capita of R63. The

main revenue sources are levy income 34%, grant income 10%, investment income 8%
and trading services income 48%.
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Assessment of Efficiency

Total Income as a %|Salaries as a % o#Repairs as a % of
of Total Expenditure [Total Exp Total Exp
62% 27% 8%

The District Council operates efficiently as the income exceeds its expenditure. Salary
expenses appear to be normal. The repair and maintenance figures are not high but could
be better directed with a more structured maintenance policy. The need for infrastructure
as demanded by the population in the rural areas will on the longer term generate revenue
on its own.

Assessment of Liquidity

Current Ratio |Cash/Current Assets |[Acc Rec/ Income [Debt Per Capita

2.751 63% 30% R93

The liquidity ratio’s for the District Council is fairly strong. The District Council has a
net bank balance of R12 million and debtors outstanding of R4 million. The high debt
per capita needs to be addressed in order to avoid future liquidity problems.

CONCLUSION

DC25 appears to have the human resources as well as the revenue base to operate
effectively. The demands by the people to reduce the infrastructure backlogs will need
outside/grant assistance in the short term, and is a Classification 1 Category C
municipality.
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DISTRICT COUNCIL DC26 (Zululand)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC26 is situated within KwaZulu Natal. Its area of jurisdiction encompasses much of the
service area of the current Zululand Regional Council. The service area of DC26 is
geographically large, extending from the northern border of KwaZulu Natal with
Mpumalanga and Swaziland, to the Vryheid area in the west and Ulundi in the south. It
includes some significant towns such as Pongola, Ulundi and Vryheid, but for the most
part is made up of a mixture of commercial farming areas and rural areas of traditional
tenure. There are 5 Category B municipalities contained within the service area of DC26.

Population

The population of DC26 is the second highest among the nine Category C municipalities
within KwaZulu Natal. In 1996, it comprised 732 707 people (13,5% of the total
population within KZN) or 110 433 households. The number of registered voters in the
area is given as 270 187 (36,9% of the total population within DC26).

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 DC26 totals 1 202. In addition, there are 26 senior
municipal managers and 46 other municipal managers within the existing local authority
structures.  The population number per municipal employee of 610 is the third highest
among the Category C municipalities within KwaZulu Natal.  Similarly the population
number per municipal manager of 10 176 is the fourth highest among the district
municipalities in the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC26 indicates that there are 11
municipal managers within the district municipality’s service area with an average of
14,75 years’ experience. Six of these incumbents are registered with an appropriate
professional institution. Two of the municipal manager incumbents have a previously
disadvantaged background and one is over the age of 55. There are 11 incumbents to the
post of Chief Technical Officer with an average of 9,25 year’s experience. Nine are
professionally registered, two have a previously disadvantaged background and one is
over the age of 55.

Of the local authorities within the area of jurisdiction of DC26, ten have indicated that the
office equipment available to them is adequate to fulfil their responsibilities; ten have
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reported that the office furniture within their operation is adequate and 9 have reported
having adequate office accommodation. As a consequence, DC26 is well positioned in
terms of infrastructure for its administrative operation.

Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by a Category C municipality. Section
84(3) of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions within its service area. The local authorities
within the service area of DC26 currently carry out ten of the 16 powers and functions
listed in the Act to various degrees. There are nine local authorities within DC26
engaged in the promotion of local tourism while eight are involved in integrated
development planning. On the other hand, there is only one local authority providing a
fire fighting service and one local authority (not necessarily the same one) involved in
bulk sewerage purification. As noted above, the area of jurisdiction of DC26 is
substantially that of the Zululand Regional Council.

Four of the transitional local councils within DC26 supply electricity to communities
within their service area; all the local authorities concerned reported that the electricity
supply network is adequate. There are five local authorities within DC26 that operate a
water reticulation network within their service area and one of these local authorities
reported that the infrastructure is not adequate to render the service. Six local authorities
within DC26 provide communities within their service area with water borne sanitation;
only two of the local authorities concerned indicated that the infrastructure is adequate to
render the service. The local authorities within the service area of DC26, in addition,
currently perform other functions including 26 Schedule 5 functions and 14 Schedule 4
functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

The District Council has one registered finance director. There are 6 staff members who
report 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 732 707 and an income per capita of R14. The

main revenue sources are levy income 83%, grant income 6% and investment income
2%.
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Assessment of Efficiency

Total Income as a % of{Salaries as a % oi‘Repairs as a % of
Total Expenditure Total Exp Total Exp

85% 31% 7%

The District Council appears to be managed efficiently. The expenses appears normal and
within the norm. Repairs and maintenance should increase once a more structured
maintenance policy can be put in place. However the efficiency ratios have to be looked
at in conjunction with liquidity to get a better idea of operation efficiency.

Assessment of Liquidity

Current Ratio Acc Rec/ Income |Debt Per Capita
0.60:1 54% R33

Cash on hand is in an overdraft position at R11 million in this District Council. The
debtors outstanding are R12 million. If the debtors are not collected and managed the
District Council will always have serious cash flow problems. The District Council’s
gearing in is not acceptable in comparison to its revenue and needs careful planning to
avoid future liquidity problems.

CONCLUSION
DC26 appears to have the human resources as well as the revenue base to operate

effectively, but the structure will be reliant on grants in the short-medium term. DC26 is
therefore a Classification 3 Category C municipality.
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DISTRICT COUNCIL DC27 (uThungulu)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC27 is situated within KwaZulu Natal in the far northeastern corner of the province,
extending from the Mozambique border southwards to the St Lucia area. The area of
jurisdiction of DC27 is primarily rural in character and under customary tenure. There
are 5 Category B municipalities contained within the service area of DC27.

Population

The population of DC27 is the third largest among the nine Category C municipalities
within KwaZulu Natal. In 1996, it comprised 504 550 people (9,3% of the total
population within the Province) or 73 377 households. The number of registered voters
in the area is given as 180 718 (35,8% of the total population of DC27).

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 DC27 totals 163; in addition there are 9 senior
municipal managers and 14 other municipal managers within the existing local authority
structures.  The population number per municipal employee of 3 095 is the highest
among the nine Category C municipalities within KwaZulu Natal, similarly the
population number per municipal manager of 21 937 is the highest among the district
municipalities within the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC27 indicates that there are
eight municipal managers within the district municipality’s service area with an average
of 11,5 years’ experience. Three of these incumbents are registered with an appropriate
professional institution.  Seven of the municipal manager incumbents have a previously
disadvantaged background. There are eight incumbents to the post of Chief Technical
Officer, six of whom are professionally registered and two are over the age of 55. None
of the senior technical incumbents are females or from a previously disadvantaged
background.

Of the local authorities within the service area of DC27, eight have indicated that the
office equipment available to them is adequate to fulfil their responsibilities. Eight have
reported that the office furniture within their operation is adequate and eight have
reported having adequate office accommodation. As a consequence, DC27 is well
positioned in terms of infrastructure for its administrative operation.
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Functions

Section 84(1) of the Municipal Structures Act, Act 117 of 1998, specifies the functions to
be performed and the powers to be exercised by 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 listed in Section 84(1) of the Act. The local authorities within DC27 currently
carry out 12 of the functions and powers listed in the Act, mostly to a substantial degree.
In this regard it is noted that bulk sewerage purification, the establishment, conduct and
control of cemeteries/crematoria, the establishment, conduct and control of fresh produce
markets, fire fighting services, imposition and collection of taxes, levies and duties,
integrated development planning, promotion of local tourism and solid waste disposal are
all carried out by seven of the local authorities within DC27 (not necessarily the same
local authorities in each case).

Only two of the transitional local councils within the area of jurisdiction of DC27 supply
electricity to communities within their service area and two local authorities (not
necessarily the same local authorities) operate a water reticulation network within their
service area. In each case, the local authority concerned reported that the infrastructure is
adequate to render the service. In addition, the local authorities within DC27 currently
perform other functions including 18 Schedule 5 functions and ten Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

Within the District Council there are two Finance Directors with an average of six years
experience. Only one of the directors is registered with a professional institution. There
are a total of 12 staff members who reports to one line manager. 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 504 550 and an income per capita of R68. The
main revenue sources are levy income 56%, grant income 31% and investment income

5%.

Assessment of Efficiency

Total Income as a % ofiSalaries as a % oilRepairs as a % of
Total Expenditure Total Exp Total Exp
105% 5% 1%
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The District Council does not appear to be managed efficiently, except for salaries and
wages that are at an acceptable level. However, very little is being spent on repairs and
maintenance and this could lead to problems in future.

Assessment of Liquidity

Current Ratio [Cash/Current Assets JAcc Rec/ Income |Debt Per Capita
2.91:1 31% 20% R7

The liquidity ratio’s is fairly strong with a net bank balance of R3 million. Although the
entire area is supplied with services, the accounts receivable are R7 million, which is
unacceptably high given the total revenue. A major credit-control process must be
undertaken in this regard to improve the region's liquidity as can be seen in the accounts
receivable versus reserves ratio of 20%.

CONCLUSION
The DC27 appears to have the human resources as well as the revenue base to operate
effectively. If employment opportunities and economic growth can be improved, the

necessary resources for the development are present. The range of functions performed
by the District Council is appropriate for a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC28 (uThungulu & Zululand)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC28 is situated in KwaZulu Natal and extends from the traditional rural areas near the
centre of the Province eastwards to the coast. The area of jurisdiction of DC28 is a
complex mix of settlements, including large commercial and industrial towns such as
Empangeni and Richards Bay, extensive commercial farming areas, and areas of
traditional peri-urban and rural settlkment. There are six Category B municipalities
contained within the service area of DC28.

Population

The population of DC28 is the third largest among the nine Category C municipalities
within KwaZulu Natal. In 1996, it comprised 716 750 people (13,2% of the total
population within the Province) or 115 788 households. The number of registered voters
in the area is given as 304 649 (42,5% of the total population within DC28).

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 DC28 totals 2 046. In addition, there are 37 senior
municipal managers and 61 other municipal managers within the current local authority
structures. The population number per municipal employee of 350 is the second lowest
among the Category C municipalities within KwaZulu Natal.  Similarly, the population
per municipal manager of 7 314 is the third lowest among the district municipalities in
the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC28 indicates that there are 13
municipal managers within the district municipality’s service area with an average of 15
years’ experience.  Four of these mcumbents are registered with an appropriate
professional institution, two are females and a further seven have a previously
disadvantaged background. There are 13 incumbents to the post of Chief Technical
Officer with an average of 14,25 years’ experience. Eleven of the senior technical
incumbents are professionally registered and two are over the age of 55. None of the
incumbents is female or from a previously disadvantaged background.

Of the local authorities within the area of jurisdiction of DC28, 13 have indicated that the

office equipment available to them is adequate to fulfil their responsibilities.  Thirteen
have reported that the office furniture within their operation is adequate and 13 have
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reported having adequate office accommodation. As a consequence, DC28 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(30 of the Act, however, indicates that nothing precludes a local authority from
carrying out these powers and functions within its service area. The local authorities
within the service area of DC28 currently carry out 15 of the 16 powers and functions
listed in the Act to a varied degree. Ten local authorities within DC28 are engaged in the
imposition and collection of taxes, levies and duties while nine are involved in integrated
development planning, promotion of local tourism and the receipt, allocation and
distribution of grants respectively. On the other hand, only one local authority is reported
to be involved in municipal health and municipal public works.

Only three of the transitional local councils within the area of jurisdiction of DC28 are
engaged in the supply of electricity to communities within their service area and all the
local authorities concerned reported that the electricity supply network is adequate. Six
local authorities within DC28 operate a water distribution network but only one of the
local authorities concerned has indicated that the infrastructure to provide the service is
not adequate. There are five transitional local councils within the area of jurisdiction that
provide consumers within their service area with water borne sanitation. Again, only one
of the local authorities concerned has reported that the infrastructure to render the service
is not adequate. The local authorities within the service area of DC28 currently perform
other functions including 26 Schedule 5 functions and 15 Schedule 4 functions.

FINANCIAL ASSESSMENT

Assessment of Financial Human Resources Capacity

There are within the District Council region a total of four Finance Directors with an
average of four years’ experience. Only two of the directors are registered with a
professional society. There is a total of 18 staff members who reports to one line
manager. 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 716 750 and an income per capita of R67. The

main revenue sources are levy income 56%, grant income 31% and investment income
5%.
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Assessment of Efficiency

Total Income as a % ofiSalaries as a % ofRepairs as a % of
Total Expenditure Total Exp Total Exp

105% 5% 1%

Salary expenses are low in this District Council and should be monitored to retain the
appropriate efficiency. Repair and maintenance figures is acceptable and should increase
with the merger as a more structured maintenance policy can be put in place. The need
for infrastructure in the rural areas will on the longer term generate revenue on its own,
although it can place tremendous demands on the District Council in the short-term.

Assessment of Liquidity
Cash/Current
Current Ratio |Assets Acc Rec/ Income [Debt Per Capita
2.911 31% 20% R7

Overall, cash holding is R4 million enhancing the ability to cover expenses out of liquid
assets. Accounts receivable is currently high at R10 million and credit control measures
should be more rigorously instituted. This action can lead to an improved cash holding
situation.

CONCLUSION

DC28 appears to have the human resources as well as the revenue base to operate
effectively and is therefore, a Classification 1 Category C municipality.
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DISTRICT COUNCIL DC29 (iLembe)

INSTITUTIONAL ASSESSMENT
Description of the Area

DC29 is situated within KwaZulu Natal and is located immediately north of the Durban
metropolitan area extending up to and including the Mandeni area. The area of
jurisdiction of DC29 is substantially that currently being serviced by the llembe Regional
Council. The service area of DC29 is comprised of commercial agricultural areas, small
towns and coastal resort settlements in the east, and peri-urban and rural areas of
customary tenure in the west. There are 4 Category B municipalities contained within the
service area of DC209.

Population

The population of DC29 is the fifth highest among the nine Category C municipalities
within KwaZulu Natal. In 1996, it comprised 588 225 people (10,8% of the total
population within the Province) or 116 081 households. The number of registered voters
in the area is given as 225 093 (38,3% of the total population within DC29).

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 DC29 is 858. In addition, there are 20 senior
municipal managers and 30 other municipal managers within the existing local authority
structures. The population number per municipal employee of 686 is the second highest
among the Category C municipalities in KwaZulu Natal.  Similarly, the population
number per municipal manager of 11 765 is the third highest among the district
municipalities in the Province.

Institutional and Technical Capacity

The information provided by the local authorities within DC29 indicates that there are 12
municipal managers within the district municipality’s service area with an average of
10,5 years’ experience. Ten of these incumbents are registered with an appropriate
professional institution. Two of the municipal managers are from a previously
disadvantaged community and two are over the age of 55. There are nine incumbents to
the post of Chief Technical Officer with an average of 16 years’ experience. Eight of the
incumbents are professionally registered while only one has a previously disadvantaged
background.

Of the local authorities within the area of jurisdiction of DC29, 11 have indicated that the
office equipment available to them is adequate to fulfil their responsibilities. Ten have
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reported that the office furniture within their operation is adequate and seven have
reported having adequate office accommodation. As a consequence, DC29 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), however indicates that nothing precludes a local authority from carrying out these
powers and functions within its service area. The local authorities within the service area
of DC29 currently perform 15 out of the 16 Category C functions listed in the Act to a
varying degree. There are nine local authorities within DC29 (not necessarily the same
nine in each case) involved in the establishment, conduct and control of cemeteries /
crematoria, the rendering of fire fighting services, the imposition and collection of taxes,
levies and duties and in integrated development planning. On the other hand, only one
local authority within DC29 is engaged in the supply of bulk electricity while there are
two local authorities involved in the establishment, conduct and control of fresh produce
markets and the regulation of passenger transport services respectively. As noted above,
the service area of DC29 is substantially that of the current Ilembe Regional Council.

Only three of the transitional local councils within DC29 supply electricity to
communities within their service area and two of the local authorities concerned have
indicated that the electricity supply network is adequate. There are nine local authorities
within the area of jurisdiction of DC29 that operate a water reticulation network within
their service area and only two of the local authorities concerned have reported that the
infrastructure available is not adequate to render the service. All seven transitional local
councils within DC29 that provide communities within their service area with a water
borne sanitation service have reported that the infrastructure is adequate to render that
service. The local authorities within the service area of DC29, currently perform other
functions including 22 Schedule 5 functions and 15 Schedule 4 functions.

FINANCIAL ASSESMENT

Assessment of Financial Human Resources Capacity

Within DC29, there are four Finance Directors with an average of 8.75 years experience.
Only three of the directors are registered with a professional society. There are a total of
41 staff members who reports to three 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 588 225 and an income per capita of R31. The

main revenue sources are levy income 42%, grant income 34% and investment income
6%.
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Assessment of Efficiency

Salaries as a % of
Total Income as a %[Total Exp Repairs as a % of]
of Total Expenditure Total Exp
71% 17% 1%

The distribution of expenses among the various categories appears reasonable. One
should, however, note that in order to facilitate the future development of the area and

ensure its maintenance, additional funds might have to be committed to repairs and
mainte nance.

Assessment of Liquidity

Current Ratio |[Cash/Current Assets |Acc Rec/ Income [Debt Per Capita
1.90:1 21% 20% R8

Although the total area is not supplied with services, the accounts receivable are high at
R3 million. The accounts receivable to reserves is high at 20%. A major credit-control
process must be undertaken in this regard to improve the District Council’s liquidity.
The cash holding is under strain at R0,928 million and the ability to pay current expenses
IS constrained, unless revenue collection improves.

CONCLUSION

The range of functions performed in DC29 is appropriate for a Classification 2 Category
C municipality.
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DC43 (New District Council in Ixopo area)

INSTITUTIONAL ASSESSMENT
Description of the Area

The category C Municipality DC43 has within its area of jurisdiction the transitional
local councils of Creighton, Matatiele, Kokstad, Underberg and Ixopo. The service area
of DC43 covers the southern parts of KwaZulu Natal along the border with the Eastern
Cape. DC43 is characterised by a large, primarily rural population, interspersed with
some small towns.

Population

In 1996, the population of DC43 comprised 145 961 people or 31 276 households. The
number of registered voters in the area is given as 67 728.

Population to Municipal Employees/ Manager Ratios

According to the incomplete information provided by the local authorities, the number of
municipal employees within the service area of DC43 is around 200. There are 21
managers within the existing local authority structures.  The population number per
municipal employee of 730 and population number per municipal manager of 6 950 are
fairly encouraging for a rural area such as this.

Institutional and Technical Capacity

DC43 has within its area of jurisdiction a number of municipal managers spread across
the local authorities who have experience in technical and administrative fields. The
deployment of staff into the DC will have to take place and current capacity may be
insufficient.

The transitional local authorities within the service area of DC43 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 DC43 is to be effective.

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. As this is a new District Council, the
allocation of powers and functions still has to be finalised.
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Some of the transitional local councils within the service area of DC43 supplies
electricity, operates a water reticulation network and provides water borne sanitation to
the communities within their service area. Only in the case of water reticulation service
is the infrastructure adequate. The local authorities within DC43 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 the Eastern Cape areas to the south, no financial analysis
is available at this time. It is expected that the revenue will be modest, given the largely
agricultural nature of this area.

Assessment of Liquidity

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

CONCLUSION

This new District Council has a number of small towns which will generate some income
for the region, hence DC43 is regarded as a Classification 2 Category C municipality.

157



