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Presentation Outline
• Local government’s role in delivering water services
• Summary of transfers to fund water and sanitation in local
government
• Infrastructure funding
– The challenge of ensuring access to water (2011 Census
results)
– Introducing the Municipal Water Infrastructure Grant
– Overview of other conditional grants for water
– Review of local government conditional grants
• Operational funding
– New local government equitable share formula

2

Local government’s role in the delivery of
water services
Responsibility for delivery of water services
• In terms of schedule 4B of the Constitution water reticulation is the
function of local government
• Section 154 stipulates that national and provincial governments have a
responsibility to help build the capacity of municipalities to perform their
functions
Funding water services at local government level
• Local government is granted substantial own revenue raising powers in
the Constitution
• Municipalities should charge cost-reflective tariffs for the supply of water
• High levels of poverty mean that funds from national revenues are
needed to fund the delivery of services to poor households through a
mixture of equitable share and conditional grant funds
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Summary of the transfers available for
water and sanitation in 2013/14
USDG
R9 billion
(mainly for providing serviced land
- including water and sanitation)

Municipal
Water
Infrastructure
Grant
R603 million

Water
Services
Operating
Subsidy
R560 million

Rural Households Infrastructure Grant

MIG
R14.4 billion
(over R7 billion for water and
sanitation)

R107 million

Regional Bulk Infrastructure
Grant
R3.2 billion
(indirect grant)

R16.1 billion in operations and maintenance funding for
W&S in the Local Government Equitable Share
(Not to scale)
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FUNDING FOR INFRASTRUCTURE
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Access to water: 2001 vs 2011 Census results
Percentage of all households
without access to water
Municipal
Type

2001

2011

Percentage
point reduction

Metros

12%

5%

7%

Secondary
cities

19%

9%

10%

Large towns

28%

15%

14%

Small towns

25%

13%

13%

Rural
municipalities

62%

41%

21%

National Total

28%

15%

13%

Number of households with and
without access to water (000s)

• Rural areas have biggest backlogs but are making fastest reductions,
while urban areas are extending access to the largest number of
households
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Fiscal Context
Local Government Infrastructure Transfers (Nominal Rand Millions)

• Substantial increases in infrastructure transfers, especially since 2007
• Funding for water and sanitation is a major part of this

Introducing the Municipal Water Infrastructure
Grant (MWIG)
• The MWIG is being introduced in 2013/14 as a way of accelerating the
delivery of water infrastructure to households that do not have access to
clean water
• Given the scale of backlogs revealed by the 2011 Census,
R4.3 billion is proposed for this new grant in the 2013 MTEF
MTEF allocations for MWIG
2013/14

2014/15

2015/16

R603m

R1 059m

R2 672m

• DWA has allocated funds to areas where there is a need and projects
can be implemented speedily
• Water boards have agreed to partner municipalities in implementing the
projects.
– Water boards will contribute their expertise in partnership with rural
municipalities in both the construction and operations phases
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MWIG
MWIG

MWIG

MWIG

MWIG

MWIG

MWIG

MWIG

MWIG
MWIG
MWIG
MWIG
MWIG
MWIG

MWIG

MWIG
MWIG

MWIG
MWIG

MWIG

MWIG

MWIG
MWIG

MWIG

Darker colours indicate larger water backlogs
MWIG – municipalities receiving MWIG allocations

9

Ensuring sustainability
• Many water projects have been built but have since ceased to function
• This must be avoided in future
• Municipalities will be ultimately responsible for ensuring the sustainability
and on-going operation of their water schemes
– MWIG framework requires water service authorities to “Ensure ongoing effective and efficient operations and maintenance of the
projects once completed.”
– Sustainability should be addressed in the municipal IDP, WSDP and
the business plan for each project
– New local government equitable share formula provides a subsidy of
R275 per household per month for free basic services (for
households with an income below R2300 per month). This includes
R86 for water (including 10% provided for maintenance).
• Implementing MWIG as a direct grant ensures the municipality that will
operate and maintain a scheme is also part of its design and construction
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Overview of other water services
conditional grants (1 of 2)
• The Municipal Infrastructure Grant includes R7.1 billion for water and
sanitation. The formula used to allocate these funds has been updated
with backlog data from the 2011 Census, so more funds will go to areas
with larger backlogs. (Grant administered by the Department of
Cooperative Governance)
• The Urban Settlements Development Grant funds informal settlement
upgrading, this includes provision of an integrated set of services
including water and sanitation. (Grant administered by the Department of
Human Settlements)
• The Rural Households Infrastructure Grant has been rescheduled as
a direct transfer to municipalities. This will create better alignment
between the construction and maintenance of infrastructure, as well as
strengthen community consultation. This change should improve the
performance of the grant. Grant is intended to provide on-site water and
sanitation but is currently focused on providing VIP toilets. (Grant
administered by the Department of Human Settlements)
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Overview of other water services
conditional grants (2 of 2)
• The Water Services Operating Subsidy funds water service authorities
currently or previously managed directly by the Department of Water
Affairs. The Department is to submit a report on the grant’s performance
since inception to National Treasury by 29 June 2013.
• The Regional Bulk Infrastructure Grant is an indirect grant through
which the department builds bulk distribution infrastructure on behalf of
municipalities. The performance and structure of this grant will be
considered as part of a wider review of local government infrastructure
grants.

12

Review of LG infrastructure grants
The performance of the current grant system has been widely questioned
for its value-for-money, lack of differentiation (particularly with respect to
capacity) and poor linkages to sector-based capacity and priorities.
• The Minister of Finance announced in the 2013 Budget Speech that
municipal infrastructure grants will be reviewed and realigned.
• This review will use the results of the 2011 Census as a staring point to
asses the performance of the existing grant system.
• The review will be collaborative (involving national departments, SALGA
and the FFC) and will include extensive consultation with municipalities
• Future role of all of the different sources of infrastructure funding for
water and sanitation services will be considered as part of this review
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FUNDING FOR OPERATIONS AND
MAINTENANCE
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The new LG equitable share formula structure

Review was undertaken by:

In partnership with:

Formula

Schematic of how the new formula works:

How it works

A new LGES formula
The local government
equitable share was
reviewed through a
consultative process during
2012 and a new formula,
based on 2011 Census
data is being phased in
over 5 years from 2013/14
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Basic + Institutional and ± Correction &
Services
Community Services Stability
Allocation for
every poor
household in
the country
to enable
municipalities
to fund the
cost of free
basic services
(including
maintenance
costs)

Made up of three parts:
Institutional
funding

+

Funding for
Community
Services

Ensures
guarantees
are met
and
smoothes
changes in
allocations

Revenue Adjustment factor
Ensures more funds go to the municipalities with
less own revenue capacity
(Factor of between 0% and 100% applied)

LGES Allocation
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Detail on the basic services component
• Formula funds free basic services for every household below an
affordability threshold of R2300 household income per month in 2011
– Based on value of 2 state Old Age Pensions (as proposed by municipalities)
during the consultation process
– 59% of all households in SA fall below this threshold

• Cost of services and number of households will be updated annually

FBS funding allocated for each HH through the formula:
Subsidy of
R275.17 per
month for a
package of
free basic
services

Water: R86.45
Sanitation: R72.04
Energy: R56.29

Includes
10%
provision for
maintenance

Refuse removal: R60.39
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Summary of Local Government Equitable
Share allocations for water
•
•

•

Total of R8.7 billion allocated for water through the LGES
This amount includes an allocation of R86.45 per household per month for free
basic water (includes 10% allocation for maintenance)
Amount for water will be increased annually based on weighted average increase
of water board prices (for bulk water costs) and inflation (for other costs)

Amounts per basic service allocated through the Local Government Equitable Share
Allocation per household below affordability threshold
(Rands)
Operations

Maintenance

Total

Total allocation
per service
(R m illions)

Energy

50.66

5.63

56.29

5 719

Water

77.80

8.64

86.45

8 783

Sanitation

64.84

7.20

72.04

7 319

Refuse

54.35

6.04

60.39

6 136

247.65

27.52

275.17

27 957

Total basic services
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The new formula and
service delivery
• Section 227 of the Constitution says:
“Local government and each province is entitled
to an equitable share of revenue raised
nationally to enable it to provide basic services
and perform the functions allocated to it.”
• The equitable share is unconditional, but it is
intended to fund the delivery of basic services
• The new formula structure:

LGES DELIVERY CHAIN:
From formula to services
Formula divides LGES allocation
among 278 municipalities
(like slicing a R34bn cake)

Formula determines size of each ‘slice’

– is more transparent about the funds available for
basic services
– Has more realistic cost estimates
– Will have its data updated annually
– Includes more realistic levels of institutional and
community services funding

• This will make it easier to hold municipalities
accountable for how they budget for and use
LGES funds

Municipalities determine how funds are
used to deliver services to their
residents
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THANK YOU
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