From: JM Tladi: Chief Director: Legal Services

To: Ms BN Dambuza: Chairperson: PC on Human Settlements

REQUEST FOR INFORMATION TO INFORM DELIBERATIONS ON THE COMMUNITY SCHEMES OMBUD SERVICE BILL [B21.2010]

1. Thank you for your letter dated 15 September 2010 including queries in regard to the structure and financing of the Community Scheme Ombud Service.

2. The intention of the Department is that the Service should be implemented in such a way that local communities throughout South Africa will be able to access it. At the same time, the Department wishes to avoid unnecessary bureaucracy and keep the infrastructure of the Service as compact as possible.

3. The corporate structure proposed is a National Public Entity with a single head office and three regional offices situate in Gauteng, Western Cape and KwaZulu-Natal. South Africa will be divided into three regions and each of the regional offices will be responsible, with the head office, for the community schemes in its region. Where a dispute arises in a community scheme that is not within easy reach of one of the regional offices and when education or other services must be delivered to such a scheme, it will be the responsibility of either the head office or the regional Ombud and his or her team to deliver the required service at or close to the relevant scheme. In practice it is envisaged that "localisation" of service delivery will be achieved by one of two methods. The first method is by staff from the regional or head office traveling to the required location and the second for the Service to arrange for delivery by qualified local agents.

4. The funds of the Service will consist of:

(a) Money appropriated by Parliament;

(b) Levies collected from community schemes with the approval of the Minister;

(c) Levies collected from community schemes with the approval of the Minister;

(d) Fees for services rendered based on cost recovery;

(e) Interest derived from investments of the Service;

(f) Loans raised by the Service;

(g) Donations or contributions received by the Service with the approval of the Minister; and

(h) Subsidies and grants from organs of state.

5. As a National Public Entity the Service will be required to comply with principles of good governance and management as set out in the Public Finance Management Act ("PFMA"), to submit a quarterly report to the Director-General and to submit an annual report to the Minister and to Parliament. The policy-making body of the Service will be a Board appointed by the Minister and with the Committees required in terms of the PMFA.

6. At the implementation level the executive and centralised management and other services will be at the head office. At each regional office there will be an Om bud and the staff required to interface with Service customers.

7. It is not possible to quantify the Service levy and other revenues in advance of its establishment, but these are estimated in the Business Case. The fundamental principles applied in the design of the financial operations of the Service are:

7.1 After the first year of its operations, the Service should, as far as possible, be self--funding;

7.2 The cost of the core services rendered by the Service to its customers should be recovered by way of service fees, subject to such waivers and discounts as the Minister may decide;

7.3 The cost of the discretionary services rendered by the Service should, in so far as is possible, be recovered by way of profits generated from the sale of community scheme documentation and information, again subject to such waivers and discounts as the Minister may decide;

7.4 To the extent that the costs referred to in 2 and 3 above are not recovered from the primary sources identified, they must be recouped from:

4.1 levies raised and collected from community schemes;

4.2 donations and contributions received, and/or

4.3 budgets, subsidies and grants from the National Department of Human Settlements and other organs of state.

The Department of Rural Development and Land Reform has provided figures showing the number of sectional title transfers registered annually. Copy is attached hereto for ease of reference. It is also not possible to obtain the value of the shares in Share Block companies traded annually, the value of life-right agreements entered into each year, the value of the properties in homeowners associations traded each year or any of the other similar figures that apply to other forms of community scheme because there is no national or local government authority that records such figures.

The Business Case will specify estimated operating costs for the Service and will be available for consideration by the Portfolio Committee when the Community Scheme Ombud Service Bill is being considered.

Yours faithfully,

JM Tladi: Chief Director: Legal Services 

Date: 18 October 2010
