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 Context
— Infrastructure demand
— Infrastructure assets
« Water and Sanitation
 Roads
* Rall
 Electricity
 Telecommunications
* |nstitutional framework
« Budget reform successes
 Lessons learnt
« Current infrastructure investment reforms
— The case of provincial roads
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Gini co-efficient: 65 (World Bank, 2011)
Real GDP growth: 1% (Q2 2014)
Inflation rate: 5.9% (September 2014)
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1.2 million km?
2 798 km coastline

9 provinces
278 municipalities

51 million people (2011)

14.5 million households
(2011)

Unemployment rate (Q2
2014):

— Narrow: 25.5%

— Broad: 42.7%

Repo rate: 5.75%



Infrastructure demands

Households with and without access to RDP-level services in 2011
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Water Resource Availability
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Water Supply Backlog

1994

Population (million)

2001

Population (million)

20m

Population (million)

Population 38.9 44.8 5177
People below RDP 159 13.1 88
% People below RDP 1% 29% D) e""
People equal to or above RDP 23 317 ‘ 27.07
% People equal to or above RDP | 59% 71% 85% LS
Nelspruit
r itbank N
RSA achieved MDG goal ‘A 23 Jabane
. . _ Potchefstroonis
(50% backlog eradication) KIS
Welkom
Kimberley L
“‘ Bloemifonters
,Pietermaritzburg
Durban
B LEGEND

Main challenges include:

* eradicate backlog

* manage service level
upgrades

* illegal connections
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CapesTown

Umtata

53
-

Eastliondon

Grahamstown

PortiElizabeth

House connection
Yard connection
Street tap < 200m
Street tap 200-500m
Street tap 500-1000m
Street tap >1000m

No access to piped water




Sanitation backlog

1994 Population 2001 Population 2011 Population

(million) (million) (million)
Population 389 44,8 5177
People below RDP 20.4 19.5 16.1 (4.5 mil HH)
% People below RDP 52% 43% 3@
People equal to or above RDP 18.5 25.3 358 (10.0 mil HH)  |srone
% People equal to or above RDP | 48% 57% 9% f 25
< \'\.\_/‘/ - Ne|spruit
bank
Jo
RSA currently not ‘mi’, ol
achieved MDG
(50% backlog eradication) V4
Kimberley
Bloem fonf
iPietermaritzourg
Durban
Legend
Census 2011 : HH toilet facilities
Main challenges: B Flush toilet (sewer)
. eradicate backlog ShEs - Flush toilet (septic tank)
. VIP toilet
* manage service level
upgrades 2l Pit without ventilation
aS ondon
« water SUpp|y impaCtS Dranantown - Chemical toilets
of waterborne Canglown Port|Elizabeth - Bucket toilets
sanitation B e
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Road network

Roads in South Africa
National Roads

Primary Roads

Secondary Roads
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Roads
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SA has the 18! largest paved road
network in the world

Maintenance backlog of R197 billion

National road network is 21 403km
— 14.58% of national road network is tolled

— 22% of national network has a useful life of
less than 5 years

Budget allocation insufficient for future
national road expansions
— Planned expansions by SANRAL of R118
billion over the next 10 years

— If absorbed by budget, road conditions
expected to deteriorate from 11% in
poor/very poor conditions to 40% in
poor/very poor condition by 2026
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PavementAge Trend

100%

National Road Network Length (Carriageway km)

. . . . .
1988 1989 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Year

W>25yrs ®21-25yrs 016-20yrs O11-15yrs @6-10yrs 0O0-5yrs

Remaining Pavement Life




Condition of Provincial Road Network
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Ralil network consists of more than

30 000 km of track, actual route
distance approx. 20 100 km

Expansion of capacity on heavy
haul lines

Improving efficiencies and
reducing costs to industry
— Aligning economic development
with network infrastructure
— Maximising value for money on
existing corridors
Policy proposal to shift general
freight from road to rail
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Electricity generation
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Current Distribution of Fibre Network
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Institutional framework

* Pre-democracy public finance management framework
— Department of Finance approval for expenditures
— Line item budgeting
— Only incremental one year budgeting
— No pre-budget policy statement
— Provincial budgets were made by national departments
— Little political oversight over the budget process
— The budget tools and system were inadequate to stabilise fiscal balances and
manage required policy shifts
 New democratic government elected in 1994.

— Introduction of a new Constitution
« Changes to structure, distribution of power and allocation of public finances
« Commitment to improving the quality and coverage of public finances

Sy 5
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Budget reform successes

Medium term expenditure
framework
Medium term budget — -
policy statement Public Finance 2000 200 1
Intergovernmental Fiscal Management Act
i National Expenditure =
Relations Act Survey P Departments table annual 2003 2005
. reports in Parliament
Intergovernmental Fiscal o
Review Division of Revenue Act Medium Term Strategic 2006 = 2011
Minister's Committee on ,Tallglinlg of strtategic plans | Eramework
in Parliamen
the budget Estimat f Nati | Introduction of the -
sumates of National. ~~ Istandard Chart of Government-wide
Expenditure and Provincial | A -counts monitoring and evaluation
Budget Statements Municioal Fi framework
unicipal Finance
Manag%ment Act Framework for managing
. . programme performance
g&ggﬁhgﬁdge“ng information
Guidelines on programme
budget structures
Performance information
handbook and tool
National Evaluation Policy
Framework
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Lessons learnt

Clear principles and objectives of designing reforms

Be realistic about the reform process and the speed with which it is
Implemented

Political buy-in is essential
Simple frameworks, easy to communicate and implement

MTEF and the PFMA were implemented across government - driving
policy and budgeting decisions, and financial management

national treasury
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* No uniform decision framework across government
* Quantification of costs and benefits weak

« Life cycle costs not considered

* Weak project management and monitoring

* No ex-post project evaluation

« In terms of Public Finance Management Act, systems for evaluating
capital projects are the responsibility of accounting officers
« Supported by capital planning guidelines issued by the National Treasury

— Sets out capital appraisal process for all new capital projects and the
expansion of existing projects

e .
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Current reforms for infrastructure

investment

* Focus on protecting existing infrastructure assets at national,
provincial and local government level

— Significant infrastructure needs require improved allocative efficiency
and spending effectiveness

— Linking conditional grant funding to asset management systems
» Grants subject to publishing of systems specifications
» Use grant funding to collect data
» Use grant funding as part of capacity support for limited period
» Building in performance incentives into grant funding systems

e .
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Case study: Provincial Roads

* Focused on adopting sound road asset management systems and collect
condition and other data to inform proper planning and monitoring, on a
regular basis.

« Rewarding provinces that performed well and made sensible network
Investments that contributed to economic growth and could therefore be
sustained

« National departments use the conditions of the grant to ensure that
provinces put in place proper planning and road asset management
systems

u national treasury
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ase study: Provincia

Planning requirements

— Road asset management plan
that is compliant with the
Government Immovable Asset
Management Act

* Level of service
* Network condition and traffic
volumes

« Project lists with summary of
targets as per the key
performance indicators

» Financial summary
« Organisational and support plan
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To ensure efficient invesiment in provincial roeds o implemeni the Foad Infrasirociore Sirategic
Framewaork For South Africa (RISFSA) in line with the §'hamba Senke Boad Programme and other relased
L managenseal pragrammes
al i for ive, routing and emergency maintenance and road
rehabililation ur provincinl rosd nertaorks, erl:.um all ronds are classified as per RISFSA and the Boad
Classificaiion and Access Management (RCAM) guidelines

Tmplement and maintain mad asset management sysicms

To sapplement provineial projects for the repair of roads and bridges damaged by declared narural disasicrs
To in||m.|'\«|. the stale of the rand network ﬂ.ning elestricily generalion infrusructure

Improve the condition and Jif [cs:pﬂn of the assets (provincial roads), thereby improving the level of service
liegreoved rates of employment, commumity participation and skills development throegh the delivery of
roads infrastructure projects (Expanded Public Works Programme ohjective)

Creste work oppostunities for umemployed peaple thraugh labour-intensive construction methodalogies for
the delivery of rosd infrastructure prodects

I
Transferring department Transport (Wale 37)
Stralegic gaal
I __toad infrsiructure

Grant purpose = To e

.

.

.
Outcome statements .

.

.
Outputs

Road classification processes 100 per cent completed by the end of 30 Sepizmbser 2074

Mumber of lane-kilometres of surfaced rosds rehabilitated agadnst  targes of 1 100 lanc-kilomeires
Number if lane-kilomedres of surfaced moads rescalod ngainst a target of 3 00 lane-kilomeires
Murrber iof kiksmetres of gravel roads re-gravelled against 2 target of 3 000 km

Nursder of m? of Blackiop palching {inclading pathole repairs) against a target of 8§10 000m2
MNuiber of kilometnes of gravel rosds bladed &gainst a target of 350 000 ke

Submission of updated rosd condition nau.frq.nr( by 29 August 2014

Mumber of work opportunitics created agamu a target of 212 662

Mumier of Fall Time Equivalents (FTEs) jobs crested against a target of &0 100

Pringity outcome{s) of
government that this gramt

primarily contrilates (o

R RN

Ohatcome &; An efficiem, competitive and responsive economic infrastnicture network

Dietalls eontoined in the
haisiiviss plan

This pram wscs & Road Asset Management Flan, which contairs the following details:

o level of service

o metwork condilion and traffic volumes

o prajed lists for 2014/15 i 200617 with o summary of targels as per Key Performance Indicatar (KPD)
for preventative, rowtine and emergency maintenance and road rehabilitation works

o financial summary

o urg..nmumual and support plan

o Lmupngmmm.mr opportanities
o _linkages in socio economic sctivitics and opportunilics

Conditions

Provinces may use a maximum of R10 mdllion from the Proviocial Roads Maintenanoe Grant (PRMG),

subject 10 appeoval from the national Department of Transpart (DT, for:

o the completion of rosd elssificstion and updating of the Geographic Information System splial maps
amd reconds for all roads in South Africa by the end of 201415

o Wisual Condition Index assessments and ensuring that Provincial Road Assel Management Sysiems ane
kept up 1o date

This furdding {up io 2 maximam of R10 millian) may be used for the appoiniment of mainly public servamis

0 indrastructure wnits. This funding is allocated as pan of a cspacity suppon and is svailable usiil the

21516 financial year

Provinges niust submsl visual condition inspection dsta to the nalicaal dala repesitery s per b formst

determined by the Commities of Transporl Officials (COTO), Road Assel Mansgement System (RAMS)

Techmical Sub-Commiliee and prescribed by the national DoT

Up 10 3 maximum of RI000 per km per year for paved reads and RSO0 per km per year far gravel raads of

\he: granil miy be allocated bowards the raad classification and collection of data required by this grant

A deafl detmilesd Rosd Assel Mansgemenl Plan (RAMP) for 2014715 tha compliant with The

requirements of the Government lmmovahle Assers Management Act (2007) and based on the OOTO Road

Assel Management Guidelines must be submitted by 20 August 2004 to Do, relevant provineinl trensary

and Mational Treasury

The payment of the first inslallment is dependent upon submission o DaT and ihe relevand provingial

treasury of the following:

o receipt by DT of all sulstanding RAMS dals, sigeed-off 2014015 fourlh quarler perlormance repor,
moathly Infrastructare Reporting Model (TRM) and signed-aff budget sheet by 15 April 2014

o planming IRM for 2014 Medium Term Expenditire Fra %, Final RAMP and signed-off project list
o the 2014 Medium Term Expenditure Framework (M) in a Tubde BS format by 19 April 2004

The payment of the second installment of this grant is dependent on submission o DoT of the first guarier

repart for 201415, updated monthly IRM and signed-off budget sheet by 15 July 2014

20



Case study: Provincial

« Conditions
— Completion of road classification

— VCI assessments and RAMS are
up to date

— Visual condition inspection data
submitted to the national data
repository

— First transfer conditional upon:

* Receipt of outstanding RAMS
data

« 4t quarter report

« Planning IRM, final RAMP and
signed off project list over MTEF
period

— Project selection based on
RAMS
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Provincial Roads Mai ce Grant

= The ibird inszalment is dependent on neceipn by Dol of the second quanter performance report for 2004015,
apdated TRM and signed-off hudget sheet Tor 2014715 by 15 October 2014

« The fewrth inseslment is Gepenident an receipt of the thind quarer perfarmance report for 20014'15, wpdated
moihiy TRM and signed-ofT budget sheet reporting for 2004705 by 15 Jawary 2005

= Should the cost of repairing the disaster affected infrsstructare exceed the amounts earmarked below
provinces must and that shom Bl from their proviseisl equitable share

# The fillowing smounts per proviece must be sed in X014/15 for the repair of infrastruchare damaged by
the matural disaster declared in Gevernment Gazetee 33949 and as axsessed by ibe Natianal Disaster
Managemesi Cestre (NOMO):

o Essicrn Cape R171.2 million
o Free Same: B33 million
o Chasteny: R 1.4 millicn

o Kwaulu-Naial: R52.2 m

o Lispopa:

o Mpamalanga

o Wartbern Cape:

o Mok Wes: RE.1 millice

o Weslern Cape R&6.9 million

*=  Busimess plans for the allocsied dissster fumds must be in lime  with the past disasier verificalion
mssessment meports and must be submilted 1o the NDMC

*  Disaster reconstroction and rehzhilitstion funds may oaly be wtilised far approved projects s listed in the
posl disaslier verificalion assessmenl reports and appraved business plans

= Cuarterly performance reports on disaster allocations must be submiried 1o the NDMC

= AllS'hamhn Senke projects must be branded in the contract sign boards with the loge 5'hamba Sonke

Allncatinm crilerin

Reasons not Incorperated in

equitable share

= Allocations are based on the PRMG formuls, which takes inlo account the extent of the prosincisl rasd
nevwrrk (gravelpaved), the waffic valumes, the visual conditlon indices on the nerwork amd geo-climatic
and wpographic facioes

* The funding for rad networks spporiing electr
allocation criteria based on the programme schedule
o Mpumalanga must allocane ol beast RTH0 million in 200415 10 oozl kaulsge projects
o KwaZubs-Macal meest allocate K53 million in 204715 for rosds supporiing ibe Avon Peaking Power

Plani

& I funding oo rebebililation and repass of roads and beadpes thal were assessed by the NDMC is subject
1o separase allocstion criteria

*  From Z0U5/16 the gramt will became performance based

= Allocation criteria from 21 5/16 onwards shall consider compliance by provieces s submit recently
upclsted road condition dat: i

genemtion infrasinscture are ssbject do separle

This grant is i o 10 emsure cthat provinces give priority to road infrastrecture manienance and promoie

efficiency in noad investment

Past performunce

201213 amdibed Mnancial valoomes
*  Allocated and tmnsferred RE 696 millian o provinces, of BT 219 million (%0 per cent) was spenl by
provinces

2012713 service delivery perfermance

4.3 millian m? of re-senling of prved roads

13346 km of re-gravelling,

1.1 million m? of black Wop patching of paved rmads
363 522 km of graved roads bladed

42919 FI'Es created

Projocted life

The grant is ongoing, bt will be subject 10 periodic review

MTEF allocatinas

CH S R

2014/15; B 363 million, 2005/16; RY 452 million, and J016/17. RI0 292 million

Payment schedule

Payment will be mode in oceordance with a payment schedule agreed 1o with provinees and approved by
Matianal Tremury

Responsibilithes of the
teansferring national officer
nnd recelving officer

Responsihilithes of the mational department

*  Assess and evaluabe all provinees' Read Assel Managemeat Plans (RAMP) and give fosdback o provincial
depanments

*  The DoT in parteership with the naticnal Depariment of Public Werks will assess business plars 10 ensume

compliance i S hamba Senke and Expanded Public Works Programene (EFWE) guidelines. In ad

the rwo departments will monisar and assess the performasce on the 5'hamba Sonke and EPWP By

provincial depanments

Assess and approve (he submissions from provinees regarding te use of the maximam of R10 million for

RAMS and capaciiy buikding of thelr infrastnaciure uniis

Submil quameily perfdmmance repors o National Treasury and (he National Council of Provinces wilhan

45 days afier the end of each quaner

"

#__ Submil & grand evalualion repot 10 National Treasury 130 days after the end of the Gnaneial war
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Current reforms for infrastructure

investment

* Intention to expand approach to municipal roads, water and
electrification

u national treasury
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Will consolidated infrastructure grants be managed better?

How do we ensure greater involvement of sectors in the management of
assets

« Greater alignment between transferring departments and sector?
Where do capabillities for systems specification lie?

What does this mean for transferring officers if grants become
subject to these systems

Alighment of infrastructure management policy proposals in roads
and electrification

22
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Current reforms for infrastructure

investment

Powers to regulate the PFMA

— New Treasury Regulations are being
developed

New draft regulation on infrastructure
delivery

— Introduces the Infrastructure Delivery
Management System
 Planning, budgeting, procurement,
delivery, maintenance, operation,
monitoring and evaluation of infrastructure
» Comprises of the following subsystems
— Infrastructure planning
— Infrastructure gateway
— Construction procurement
— Programme and project management
— Operations and maintenance

—  Will apply to all departments,
constitutional institutions, all public
entities listed in Schedules 2, 3 of
PFMA

& national treasury
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Financial
management
system

Internal audit system

Risk management
system

g Infrastructure

Supply chain management

system

planning
system

Infrastructure Gateway
System (IGS)

for works involving
+ construction

« refurbishment

« rehabilitation

+ extension

« alteration

® scheduled maintenance

® demolitions
« the design, supply and
installation of plant

=

Programme and
project
management
system

I

il

Operations and
maintenance
system

i3

Asset management
planning system

for
+ goods, works and

Construction
procurement
system (CPS)

services within the
construction
industry

equipment
necessary for a new
facility as delivered
to be occupied and
used as a functional
entity

23




Current reforms for infrastructure

investment

r Stage 9: Close out

Packages not completed in current MTEF year Stage 8: Hand over

-< Stage 7: Works

Stage 6: Design documentation

\_ Stage 5: Design development

Packages which are not to be implemented in current MTEF year

Stage 1: Infrastructure Stage 2: Procurement Stage 3: Package Stage 4: Package
planning planning preparation B ;e finition

Infrastructure plan: a Construction Strategic brief: the Concept report: the
plan which identifies procurement strategy: document which document containing
long term needs and the documented contains, the package the package information
links prioritised needs fo delivery management information, risk report, which sets out the
a forecasted budget for strategy and contracting the schedule of integrated concept for
the next few years and procurement statutory permissions, the works, any statutory
' arrangements for the funding requirements, ermissions and fundin
delivery or maintenance and utiity approvals, as P til | ¢
of infrastructure relevant, that are to be or utility approvals
obtained as the work granted, a risk report
proceeds and the and, where new
Infrastructure | -3 .> procurement strategy infrastructure is created,
plan for 0 IPMP and IPIP for the package a logistic support plan
current MTEF | | | for current
year } ! MTEF year
L Legend
_____________ '’ 5DA = service delivery agreement
i ! b IPIP = Infrastructure Programme / Project
1 |
e SDA (if implementation Plan
. MTEF year . Ll required) for IPMP= Infrastructure Programme { Project
: r~"—~-" | current MTEF Management Plan
| |
|

e .
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Contact detalils:
ulrike.rwida@treasury.gov.za

+27 12 315 5578
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