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To: HON MEC Nqatha 
 
 
RE: ESTABLISHMENT OF A SPECIALISED TASK TEAM TO EVALUATE FINANCIAL 
SUSTAINABILITY OF EC MUNICIPALITIES 
 

I am writing to you to request that you urgently consider the establishment of a specialised 

task team to evaluate the financial sustainability of all the municipalities in the Eastern Cape 

and carry out a complete re-estimation of which municipalities are in distress so that the 

necessary preventative measures can be employed to save failing municipalities. 

The situation in which the Amathole District Municipality currently finds itself in must be 

avoided at all costs. A large number of local municipalities in the Eastern Cape are on the 

verge of total collapse, as you are already aware, the alarm has been raised since last year 

already that the municipalities in distress may be far greater than the 14 that were identified 

in February of 2019.  

My concern is that service delivery is deteriorating rapidly in the devastating wake of 

alarming levels of financial mismanagement, severely bloated local authorities and a 

complete lack of consequence management in many municipalities.  

Governance in the province is being crippled by various factors that are evident from the 

following: 

 14 Municipalities in the province are in serious financial distress in terms of which 

National Treasury have been approached for bailouts. Bailouts are a short-term 

solution that is destined to not only set a dangerous precedent but is unsustainable in 

the long-run. 

 The 2020 AG Report indicated that 83% of municipalities in the Eastern Cape are 

facing significant cash-flow restraints and the expenses of 38% of municipalities 

exceed their revenue.  

 Bloated staff compliments of local authorities with the cost of employment in the 

majority of Eastern Cape Municipalities far above the National Treasury norm. This is 

evident from the latest report that the Amathole DM employed in the vicinity of 900 

people that were not needed.  



 The collective debt to ESKOM is in excess of a billion rand with no sustainable 

solution to eradicate the debt. As you are well aware this is a problem that has 

plagued municipalities for years with no end in sight as ESKOM debt continues to 

rise and payment agreements are not adhered to. 

 Alarming levels of irregular, fruitless and wasteful expenditure in terms of which the 

EC stands at an accumulated figure of R 11 billion, while 69% of municipal debt in 

the EC has been disclosed as irrecoverable. 

 Collection rates are dismal at only 84.5% against the National Treasury benchmark 

of 95%. While we are waiting the latest figures, this rate is certain to decrease even 

further in the wake of the Covid19 pandemic. 

 EC Municipalities continue to regress in terms of financial sustainability with 13 

municipalities regressing according to the 2020 report of the Auditor General.  

More than a third of municipalities in the Eastern Cape have been allowed to deteriorate to a 

state of complete financial instability. Surely the alarm should have been raised much sooner 

(again using Amathole DM as an example). This is an absolute indictment of the leadership 

of these municipalities.  

It is in light of the above-mentioned factors that I implore you to establishment this special 

task team for the evaluation of distressed municipalities in the province. I believe this task 

team must re-evaluate the financial sustainability of all the municipalities in the province and 

carry out a complete re-estimation of which municipalities that are in distress. Municipalities 

that are found to be in distress must either be placed under administration or dissolved 

completely in terms of section 139 of the Constitution. The task team may also be tasked 

with assisting municipalities to finalise and approve their organograms, fill critical vacancies, 

reduce their cost of employment by ensuring that only positions on the approved 

organograms exist and that people who fill such positions are correctly qualified and fit for 

purpose, improve collection rates and assist the municipalities with viable financial recovery 

plans. 

Local government is the bedrock of service delivery, if local government fails, everyone 

suffers. I believe that provincial government must act urgently and decisively to save 

municipalities from complete collapse. 

Kind Regards, 

HON. VICKY KNOETZE MPL 
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