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2016 BUDGET SPEECH REVIEW: PROJECTS
AND INFRASTRUCTURE

Overview of Infrastructure Investment

The Minister of Finance, Pravin Gordhan delivered the Budget Speech
on 24 February 2016 where he reaffirmed infrastructure investment as a
priority under the National Development Plan of 2013 (NDP).
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In accordance with the NDP, investment
in infrastructure has to be enhanced and
sustained to promote economic growth
and address the spatial inefficiency

and fragmentation of the apartheid
landscape.

Overview of Infrastructure Investment

In accordance with the NDP, investment
in infrastructure has to be enhanced and
sustained to promote economic growth
and address the spatial inefficiency and

Government has fragmentation of the apartheid landscape.

. To this end, R870 billion has been allocated
Conf/rmed that the to the public sector infrastructure
Inde,oendent Power programme over the next three years. The

public sector infrastructure programme
Producer Programme

encompasses energy, transport and

will be extended to logistics infrastructure, housing subsidy

include coal and gas initiatives, health and education facilities as
. well as investment in water and sanitation

power projects as a infrastructure.

resqlt of the success Energy

achieved in the The development of an affordable and

renewable energy reliable supply of electricity is essential

initiatives. for economic growth, the effective

running of the country and the
maintenance of a quality standard of

living for the population. Government has
accordingly allocated R70 billion to energy
investment for 2016 and over R180 billion
for the next three years.
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R155.3 billion of this total amount will
be allocated to Eskom to facilitate the
completion of the Medupi, Kusile and

2 | PROJECTS AND INFRASTRUCTURE ALERT 3 March 2016

The Minister of Finance, Pravin Gordhan delivered the Budget Speech on
24 February 2016 where he reaffirmed infrastructure investment as a priority
under the National Development Plan of 2013 (NDP).

Ingula power plants. Approximately

R17.6 billion will go towards the Integrated
National Electrification Programme in
2016/17 and 2018/19 to provide

840 000 households with access to
on-grid electricity. Spending on national
non-grid solar electrification programmes
with a target of 70 000 connections over
the medium term will increase from R166.4
million in 2016/17 to R201.6 million in
2018/9.

Government's Clean Energy Programme
envisages that R1.2 billion will be spent

on 131 146 solar water heating units

while R603.9 million has been allocated
over the medium term for subsidies for
the installation of energy efficient public
lighting and retrofitting energy efficient
technology in municipal buildings to save
municipalities 500GWh of energy per year.

Government has also confirmed that

the Independent Power Producer
Programme will be extended to include
coal and gas power projects as a result
of the success achieved in the renewable
energy initiatives.

CDOH

CLIFFE DEKKER HOFMEYR



2016 BUDGET SPEECH REVIEW: PROJECTS
AND INFRASTRUCTURE

CONTINUED

In relation to health and
welfare services, the
budget allocated

R4.5 billion over the
medium term for
revitalising health
facilities in eleven NHI
pilot districts and related
health system reforms.

Transport and logistics infrastructure

Transport and logistics infrastructure
accounts for approximately R292 billion

of the national budget over the next three
years. R77 billion has been allocated to
Transnet for the acquisition of 232 diesel
locomotives for its general freight business
and 100 locomotives for its coal lines.

Itis also envisaged that the National
Treasury will provide the Passenger Rail
Agency of South Africa with R46.6 billion in
capital transfers for trainsets for Metrorail
and upgrades of Metrorail and Shosholoza
Meyl.

Further, approximately R6 billion will go
towards extensions to the bus-rapid transit
systems in the Ekhurhuleni, eThekwini,
Johannesburg, Tshwane, Cape Town

and George areas. R3.7 billion has been
allocated to the upgrading of the Moloto
Road with an additional R18 billion being
spent on bus rapid transit projects in

cities and the refurbishment of over 1700
Metrorail and Shosholoza Meyl Coaches.

Government further confirmed that
these transport initiatives are associated
with 90 integrated land development
projects which will involve private sector
partnerships and will be valued at more
than R130 million.
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Health, welfare and education
infrastructure

In relation to health and welfare services,
the budget allocated R4.5 billion over

the medium term for revitalising health
facilities in eleven NHI pilot districts and
related health system reforms. Additional
funds are allocated for new substance-
abuse treatment centres in the Northern
Cape, Free State, Western Cape and North
West Provinces.

In terms of education, the 2016 budget
marks an increase in expenditure from
R204 billion to R254 billion in 2018/2019.
By 2018, 510 schools will be rebuilt whilst
1120 schools will be supplied with water
and 916 schools supplied with electricity.

Water and sanitation

The NDP notes that expanding access to
water requires investments all along the
supply chain, starting with investments

in dams, bulk water supply schemes and
wastewater infrastructure. Government
indicated that budget allocations for
water infrastructure will demand special
attention this year due to the drought and
the need to address water loss in critical
supply networks. The Regional Bulk
Infrastructure Grant Programme has been
allocated R15 billion over the medium-
term for the construction of the bulk water
and sanitation infrastructure.

CLIFFE DEKKER HOFMEYR



2016 BUDGET SPEECH REVIEW: PROJECTS
AND INFRASTRUCTURE

CONTINUED

The 2016 National
Budget Speech sets
out implementation
measures for the
NDP in terms of
which infrastructure
investment is a crucial
element.

Government further confirmed that under
Minister Mokonyane's leadership, the next
phase of the Olifants River water scheme
will commence, the supply to Lukhaniji
Municipality in the Eastern Cape will reach
completion as well as the completion of
the Wolmaransstad wastewater treatment
works. Furthermore, the construction of
the Polihali Dam as part of the Lesotho
Highlands Project will also reach
completion.

State owned entities

This year's budget speech also made
special reference to state owned entities
and the recent report issued by Cabinet on
the ‘Presidential Review Commission on
State-Owned Enterprises’ (PRC). The PRC
report highlights that state owned entities
have an asset base of over R1 trillion which
is equivalent to 27% of the country’s gross
domestic product. It is thus imperative

that issues relating to their governance,
mandates, financing and operations be
addressed.

Conclusion

The 2016 National Budget Speech sets out
implementation measures for the NDP in
terms of which infrastructure investment
is a crucial element. The R870 billion
allocation to infrastructure projects is
testament to the importance of investing
in these projects and more specifically

in projects in the energy, transport,
education, health and water sectors.
Government affirmed that there are
various initiatives in place to reinforce the
financing of these projects which are so
integral to the development of our country
and our economy.
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