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Background – Instructions from Cabinet 
o On 19 October 2016 Cabinet approved that the National Treasury (NT), the        

Presidential Infrastructure Coordinating Commission (PICC) and Department of 
Planning, Monitoring and Evaluation (DPME) would work on the modalities to 
address constraints in the implementation of prioritised national projects. 
Cabinet recommended that: 

• Programme management capacity must be developed together with the ability to technically 
package good projects 

• Credible funding and investment plans; and  

• The management of partnerships with the private sector. 

o A conceptual document that establishes the Budget Facility on Infrastructure as 
a joint arrangement between the NT, PICC  and DPME was developed. 

o A Cabinet Memo detailing the proposals in the conceptual document was sent 
to Cabinet through the Ministry of Finance. 
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Feedback from Cabinet 
o In the Cabinet memorandum from Ministry of Finance; the Cabinet noted: 

o The progress made in the establishment of a budget facility for infrastructure; 

o The request that the Minister of Finance fast tracks the finalisation of the 
budget facility on infrastructure; 

o Approved that the conceptual document would be strengthened by including 
technical support and advice through the BFI to fast-track viable projects; 
broadening the scope of infrastructure build; and reviewing the proposed 
timeframes on future phases set out in the document (project pipeline, multi-
year authority to spend and the proposed project account), with a view to 
expediting project implementation. 

o Approved the proposals for the establishment of the budget facility on 
infrastructure as detailed in the conceptual document. 
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Budget Facility on Infrastructure (BFI) 

o Given the characteristics of large infrastructure projects and the special 
capabilities required to appraise them, the current process is sub-optimal. 

o The conceptual document for the BFI does not attempt to resolve the 
challenges all at one go, but sets out an incremental approach, focussed 
initially on reforms to the budget process. 

o The Budget Facility on Infrastructure advances the objectives set by Cabinet, in  
particular the following areas: 

• Reforms to budgeting systems that create an institutional process to support the execution of 
national priority projects; 

• Establishment of a technical support unit to appraise and recommend large public 
infrastructure projects for inclusion in budget allocations, and support project execution; 

• Establishing specialised structures, procedures and criteria that ensure that good projects are 
not subject to the same fiscal constraints that affect operating budgets and that operating and 
maintenance costs are addressed effectively during the budgeting process;  

• A financing facility that is fully integrated into the national budget system; and 

• Stronger involvement of concessional lenders  as providers  of finance and technical 
assistance.  
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The BFI Process 
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Progress made in the establishment of the BFI 
o On 10 May 2017, the National Treasury briefed the Standing Committee on 

Appropriations on the progress that had been made in the establishment of the 
Budget Facility on Infrastructure (BFI);  

o A call-for-proposals for large national priority projects was issued as part of the 
2018/19 MTEC Guidelines. As a result, 64 projects worth R138.6 billion were 
submitted;  

o The National Treasury, EDD (PICC) and DPME worked together to put in place 
the structures, processes and criteria for the appraisal and evaluation of these 
large projects during the MTEC process; 

o The Joint Technical Committee (JTC), a multi-stakeholder committee comprised 
of senior officials from National Treasury, the PICC secretariat and the 
Department of Planning Monitoring and Evaluation (DPME) managed the 
detailed technical assessment process. 
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Projects received and analysed  

o As a result, 64 projects worth R138.6 billion were submitted. The JTC 
recommended the following projects to undergo detailed technical appraisal. 

• Construction of new and refurbishment of magistrate and high courts 

• Limpopo Central Hospital 

• Moloto Development Corridor Rapid Rail Project 

• Cape Town's Metro Southeast (Bus Rapid Transit System) 

• Umzivumbu Water Project 

• 31 Water Projects (WTE and RBIG) 

• SA Connect Phase 2 Broadband Project 

o Although only one project met the criteria assistance is being provided to 
potentially viable projects that are badly packaged to ensure that they become 
bankable. A plan has been put in place to ensure that these projects are fast 
tracked and are ready to be considered for funding during the adjustments 
budget in October 2018.  
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Learning points from the technical appraisal process 

The most pressing problems relate to weaknesses in planning and project management:  

o Insufficient technical expertise and institutional capacity to develop  good projects; 

o Project selection is frequently driven by the appeal of solutions promoted by sponsors 

rather than a frank and open-minded attempt to solve a public policy problem;  

o Cost-benefit analyses are not undertaken in a rigorous or standardized manner;  

o Insufficient attention is given to life-cycle costing of projects to ensure that longer term 

budget commitments are effectively anticipated; 

o Costs are poorly estimated and design-features are “gold plated” rather than tailored 

towards affordability (i.e. we purchase a BMW when a Toyota will do);  

o Project sponsors lack capacity in project implementation and management.  

Problems become apparent when financial commitments are required, creating the 

impression that finance rather than planning are at issue.  
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Comments from Minister’s Committee on the Budget  

o There is urgency to resolve the issues raised in the technical assessment 

process. 

o It is important to clearly articulate the criteria being used in the BFI to assess 

projects. The criteria should not only consider technical issues but should also 

consider other priorities such as economic growth and social equity. 

o The large infrastructure projects list approved by Cabinet should be coming 

through the BFI process. 

o Mechanisms should be put in place to give Departments the technical expertise 

required to plan and package projects quickly. There should be scope to 

explicitly provide for advice and support to fast-track viable and potentially 

viable projects. 
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Comments from Minister’s Committee on the Budget  

o Action plans should be put in place to bring forward the time frames for future 

phases of projects to reflect the urgency required in meeting the demand for 

service delivery. This should cover the following areas: 

 The building of a project pipeline; 

 The formation of the National Treasury project -finance account; and 

 Multi-year authority-to-spend law for mega projects. 

o Adequate provision should be made for financial resources to cover current 

and future costs for project preparation and the related administrative costs.  

o The recommendations on each project should be communicated to the 

sponsoring departments.  

o The issues highlighted by MinComBud should be taken forward and addressed 

as the future phases of the facility are developed. 
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Developments from the Budget Review 2018  

To ensure the institutionalisation, further development of the BFI and the taking 

forward of the recommendations on each project the following actions were taken: 

o The budget process made a provisional allocation to viable projects coming out 

of the BFI pipeline. Allocations to projects need to be made in the Adjustments 

Budget in October 2018. 

o Additional work needs to be done to ensure proposals are ready to be considered 

for funding. The need to provide funding for project preparation was recognised. 

o The facility to be used to explore funding options with Development Finance 

Institutions and the private sector. 

o To give the BFI legitimacy, there is need to build a pipeline of projects. There is 

need to urgently put in place a mechanism to fast track the development of 

potentially viable projects; 

o Recognition that this is a comprehensive reform which needs to be better 

resourced in terms of institutional capacity. 
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Rollout of the Budget Facility on Infrastructure  

Finalising the 2017/18 BFI cycle 

o Feedback to departments on outcomes of the BFI process and addressing issues 
raised in the technical appraisal;  

o Providing support to fast-track viable projects and provide guidance on how 
submissions will be made for the adjustment budget process in October 2018.  

Further development of the BFI 

o Strengthening the conceptual document in line with comments from MinComBud 
and Cabinet; 

o Bringing forward timeframes for future phases of projects by building a projects 
pipeline; 

o Developing the next phases of the BFI  such as the multi-year authority-to-spend 
law for mega projects; formation of the National Treasury project-finance account 
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Rollout of the Budget Facility on Infrastructure  

Initiating the 2018/19 BFI cycle 

o The new BFI process is being initiated through an updated call-for-proposals.  

o Putting in place mechanisms to assist project sponsors with the technical expertise 
required to plan and package projects quickly. 

o Development of a government-wide project appraisal and evaluation guideline 
that will be issued as a regulation by the National Treasury  
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Contact details  

Prepared by: 

 

Dorcas Kayo 

Dorcas.Kayo@treasury.gov.za 

Director Infrastructure Finance 

Budget Office 

Telephone: 012 395 6715 

Mobile: 071 382 0970 
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