SALGA SUBMISSION FOR FFC RECOMMENATIONS FOR DIVISION OF REVENUE 2009/10

Introduction

The South African Local Government Association (SALGA) submission for the Division of Revenue 2009/2010 is made in terms of Section 214 (2) and Section 229 (5) of the Constitution of the Republic of South Africa.

Augmenting Local Government Revenue

During the 2007 Budget Forum, SALGA reiterated that RSC levies replacement sources should support the constitutional autonomy of local government as well as the service delivery responsibilities of the various categories of municipalities. Furthermore, it should take into account uneven fiscal capacities of municipalities and that it must meet the criteria not only of a good tax, but also of enhancing good governance.

International experience shows that own revenue is vital for the true independence of local government. The most important criteria for the evaluation of a local tax have to do with its control by local government. The rate must be set locally, the tax base must be local and it must be collected locally. The SALGA National Executive Committee (NEC) recommended that the decision on the best replacement option should be preceded by the following:

	Clarification of powers, functions and roles of metros and districts municipalities


	There must be a differentiation between categories of districts on the basis of their ability to generate own revenue.


SALGA also note that the outcome of the White Paper review process will inform the reforms required to the local government fiscal framework.

SALGA therefore supports the FFC recommendation that the replacement revenue source for municipalities should be a tax that:

	Enhances fiscal autonomy and the discretion of local government


	Strengthens the accountability of local government regarding the administration and the use of the proposed tax base


	Yield adequate and buoyant revenue streams for municipalities in the face of cyclical instability; and


	Does not disturb macroeconomic balance.


Learner Transport

Access to basic education is a Constitutional right. There is therefore a need for clear definition of responsibilities between the Department of Education and Department of Transport at national and provincial levels. It is SALGA's view that the Department of Education takes the responsibility of learner transport and the Department of Transport be responsible for the regulation of norms and standards relating to transportation of learners. SALGA therefore supports the FFC recommendation that the responsibility (learner transport) should be clarified as a matter of urgency.

Fiscal Performance of Community Health Clinics

SALGA supports the 2008 Division of Revenue Act requirement for indicative allocation to schools and hospitals be gazetted with the tabling of Provincial Government Budgets and that this practice should be extended to clinics and other PHC facilities, as and when they fall under provincial controls.

Infrastructure for Primary Health Care

SALGA supports the recommendation that the health component of the Infrastructure Grant to Provinces should be aligned to the roll-out of infrastructure through municipal infrastructure grant. The alignment will promote proper planning and alignment with municipal lDPs in respect of infrastructure plans.

Transport

SALGA supports the process of classifying roads amongst national, provincial and municipal spheres of government in line with Department of Transport classification framework.

Integrated Housing and Human Settlement Development Grant

Local government plays a critical role in the delivery of housing and is better able to interpret and respond to specific municipal conditions and needs. SALGA therefore supports the recommendation that the accreditation process of municipalities with adequate capacity be accelerated in line with the framework provision on the integrated Housing and Human Settlement Development grant contained in the Division of Revenue Act of 2008 and the Housing Act.

Electricity Distribution Industry

The SALGA NEC endorsed the initiative to establish six wall-to-wall RED's as this will bring to an end the fragmentation that leads to inefficiencies in the industry as it currently exists. This move will also assist in addressing the network maintenance backlog and promote equal treatment of consumers countrywide through a national electricity pricing system. The RED's will also assist in expediting the national electrification programme to ensure sustainable, affordable electricity supply to low income consumers, regardless of location. These efforts will ensure universal access to electricity for all South Africans.

Whilst SALGA supports the restructuring some concerns have been raised by our member municipalities that central to the Restructuring of the Electricity Distribution Industry, the following areas are of critical concern to municipalities:-

	Shareholding in the REDs;


	Governance arrangements of the REDs;


	Transfer of electricity undertakings;


	Compensation for electricity undertakings;


	Service delivery agreements;


	Articles of association of REDs;


	Ownership of Key Industrial Customers (whether they should be transferred over to the REDs and the financial implications thereof); and


	Municipal revenue stream."


SALGA support the view that government address potential loss of revenue sources for local government resulting from the establishment of REDS. The restructuring process should factor in current reforms to local government fiscal framework.

Electricity Prices

Higher electricity prices will negatively affect municipalities and would also have a negative impact on poor households or end users. SALGA supports the recommendation that financing framework be developed to deal with electricity pricing. The framework should also consider the REDs tariff harmonization process. SALGA further support the view that government increase annual allocations for the rollout of services under the free basic electricity programme to take into account higher electricity prices.

Data Required for Local Government

Local government in South Africa is faced with a high number of questionnaires from organisations requiring information. Apart from unnecessary financial costs, the duplication in securing such information adversely affects the quality of data and imposes administrative burdens on municipalities. SALGA support that duplicate data requests submitted to municipalities be eradicated, a uniform definition should be established between organs of state and municipalities for collecting and producing data and the establishment of a national body to coordinate and rationalize the data collection activities of local government.

