SPECIAL MUNICIPAL INFRASTRUCTURE FUND

(SMIF)

 – Infrastructure through innovation –

PURPOSE OF THE BOOKLET

This booklet provides an overview on the Special Municipal Infrastructure Fund (SMIF) and describes the basic information that is required to understand the principles and objectives of the fund. The dplg is in the process of compiling a specific guideline document for SMIF that will be published on the dplg web site (www.dplg.gov.za/mig). These guidelines will detail the criteria and conditions and ……. of SMIF.

What is the Municipal Infrastructure Grant (MIG)

The MIG is the funding arrangement that combines all existing funding programmes for municipal infrastructure into a single consolidated grant. 

The following funding programmes are being consolidated in a phased manner under MIG from 2004/05. 

· Consolidated Municipal Infrastructure Programme, in support of internal bulk, connector infrastructure and community facilities to poor households;

· Water Service Capital Fund, in support of bulk, connector and internal infrastructure for water services at a basic level;

· Community Based Public Works Programme, in support of the creation of community assets in rural, historically disadvantage communities;

· Local Economic Development Fund, in support of planning, and implementation of job creation and poverty alleviation; 

· *Building for Sport and Recreation Programme, in support of promoting sport and recreation facilities within disadvantage communities; and

· *Electrification funding in support of addressing the electrification backlog of permanently occupied residential dwellings that are situated in historically under-supplied areas.

*These programmes will be consolidated in 2005/06 and 2006/07 respectively

The vision of MIG

To provide all South Africans with at least a basic level of service by the year 2013 through the provision of grant finance aimed at covering the capital cost of basic infrastructure for the poor.

Through the application of MIG funds, Free Basic Services would be realised for the poorest of the poor aligning national government’s aim of poverty eradication with sector targets. The MIG has thus an overall target of removing the backlog with regard to access to basic municipal services over a 10-year period. 

The principles of MIG

MIG funds are made available to municipalities for infrastructure based on the following principles:

· Providing services to the poor

· Providing infrastructure for basic levels of service

· Maximising economic benefits to communities

· Using funds efficiently

· Allocating and using funds equitably

· Decentralising the spending authorities

· Empowering municipalities to identify, select and approve projects

1.
WHAT IS SMIF?

SMIF is part of the Municipal Infrastructure Grant and has been designed to actively support projects that address new solutions to infrastructure problems and large-scale municipal infrastructure, which crosses municipal boundaries. SMIF is a conditional grant and adheres to the same cross-cutting and sector conditions as MIG. 

2.
WHY HAS SMIF BEEN ESTABLISHED?

The SMIF has been established to:

· Actively support innovation in local government that embraces new opportunities and practices that are sustainably beneficial to communities.

· Enable municipalities to implement their Integrated Development Plan’s through innovative projects.

· Encourage municipalities to work more effectively with a wide range of stakeholders, including the private sector (Small and medium sized enterprises), community-based organisations, organised labour and other spheres of government.

· Facilitate lesson-learning and knowledge sharing across projects, to enable successful innovations to be replicated and policy and procedures to be informed by innovative outcomes on the ground.

· Promote a culture of pride and confidence in the ability of South Africans and the public sector in particular to innovate and create a better life for all South Africans.

What is innovation in the context of SMIF?

An innovative concept is one which is either at least new in its municipal context or ideally, is new to South Africa as well uses novel techniques and creative resourcing strategies. 

Please provide a project name and short description as a good example of an innovative project.
What is the difference between MIG and SMIF?

SMIF is the special part of the MIG grant that promotes and enhances innovation in infrastructure projects. A percentage of the MIG funds are annually allocated to SMIF for provision to municipalities to implement cutting-edge infrastructure projects that will benefit communities in a sustainable manner. The project selection criteria of SMIF funds are different to that of MIG, since SMIF funds innovative infrastructure projects.  

SMIF also supports regional investments by funding a portion of the costs associated with regional-level infrastructure solutions. MIG only funds municipal infrastructure projects in the municipal area.

SMIF funds are allocated on project applications where MIG funds are allocated through a formula mechanism. 

3.
SMIF FUNDING ARRANGEMENTS 

The MIG policy provides for a percentage of the MIG funds to be allocated to the SMIF. Until 2008, R150 million is annually available for SMIF projects. SMIF funding is available to all municipalities. Any District or Local municipality can apply for SMIF funding. The funding is not based on a formula mechanism, however it is based on the project applications.

SMIF funds are allocated for one or three-year periods, subject to renewal in the cases reflected below. Municipalities may make any number of applications per year and across successive years and each application will be evaluated on its merit and within the overall considerations of equal distribution of resources.

	Type
	Period
	Value
	Conditions

	Once-off annual grant
	One year; up to R5 million
	Non-renewable
	Project should demonstrate ‘quick wins’, with implementation periods of 3-4 months and outcomes within 10-12 months

	Multi-year grant (small-scale)
	Three years
	Up to R10 million
	Renewable in third year for an additional 2 years based on favourable external evaluation

	Multi-year grant (large-scale)
	Three years
	R10 to R20 million
	Renewable in third year for an additional 2 years based on favourable external evaluation


3.1
Funding conditions

SMIF is part of MIG and therefore has to adhere to the cross-cutting and sector conditions of MIG.

The following fund conditions are drawn from the Division of Revenue act (No 5 or 2004) (DORA) and the MIG guidelines document – National MIG Management Unit Programme Management Processes and Procedures

· Adherence to any specific SMIF criteria as determined in the SMIF technical assessment process:

SMIF projects differ form regular MIG projects, in particular their innovative nature. Because of that, such specific innovative characteristics should be clarified and recorded in the MIG registration form.

· Conformity with IDPs: No MIG funds may be spent outside the framework of the municipality’s pre-existing Integrated Development Plan (IDP) and its approved budget. In turn, the IDPs should be based on providing basic services to the poor, appropriate service levels, financial sustainability and adequate organisational capacity.

· Limitation on operational spending: The MIG grant can only be used for capital investment and cannot be used for operating expenditure other than a permitted percentage for a project management unit in applicable municipalities.

· Restrictions on eligibility: To ensure eligibility a cap on spending per household is set, and specific limits for spending on particular types of infrastructure may also be set. See Section 5 of MIG Policy Document.

· Adequate attention to rehabilitate: The municipality must invest an appropriate proportion of the funds on rehabilitating existing infrastructure.

· No ‘pledging’: MIG funds may not be used to pay off other loans.

· Achievement of specified basic service coverage targets: Pre-agreed basic service coverage targets are conditions of the loan. Non-achievement will result in a negative performance evaluation.

· Poverty alleviation: It is important for the economics spin-offs of infrastructure delivery to be maximised. This relates primarily to temporary and permanent job creation in building infrastructure. This condition will be associated with national government’s Expanded Public Works Programme’ (EPWP). The gender provisions of this programme must be adhered to.

· Reporting: The recipient municipality must submit all monthly reports on grant utilisation in a prescribed format by a prescribed time.

· MIG funds to be allocated in municipal budget: All MIG funds to be spent in any year must be allocated to specific projects which must be identified in municipal budgets.

· Registration of MIG projects (otherwise called a project feasibility study): All projects funded with MIG funds, wholly or partially, must have a project registration form which conforms with MIG requirements. This must be registered on the national MIG database before contracts are awarded for construction.

4.
TYPES OF PROJECTS

SMIF funds may be used for two types of projects:

Supporting innovation: Innovation in the provision of infrastructure is essential to assist municipalities in delivering the best possible standard of service to their consumers at the lowest possible cost. While many municipalities are able to innovative themselves, there remains a strong role for national government to promote such innovation.

Regional Investments: In certain instances large-scale municipal infrastructure systems can be developed more cost-effectively and efficiently at a scale that is larger than any specific municipality. This component of the SMIF will provide funding for a portion of the costs associated with regional-level infrastructure solutions. The intention of the facility is to encourage co-operation between adjacent municipalities in developing appropriate service delivery solutions at scale.

How do we get from types of projects to categories and core area of support? Please explain – I’m lost
The core SMIF categories include:

	Core area of support
	Description
	Motivation

	Infrastructure enhancement
	Projects extending and improving existing infrastructure to maximise investment already made through MIG funds
	SMIF funding enables infrastructure to enhance service delivery and economic development. Creative enhancement of base investment results in exponential improvement in quality of life

	Integrated service delivery infrastructure
	Projects that improve physical, technological and human  infrastructure for integration of service delivery from national , provincial and local government
	More innovative models for one-stop facilities to improve access to services particularly in rural and underdeveloped areas.

	Local economic development
	Innovative projects to stimulate local economic development
	LED projects must be viable and contribute to the growth of the municipal area.

	Local institutional development and community participation
	Projects that seek to build the capacity pf institutions, primarily municipalities but also other local structures, to function more effectively and in response to citizen needs
	Effective municipalities in partnership with stronger communities structures such as those facilitating LED, will enable greater successes in infrastructure improvement and service delivery projects. Greater community involvement in such programmes ensure greater success.


5.
PROJECT SELECTION CRITERIA

All projects will have to satisfy the following criteria (weighting given in brackets):

· Reflect an innovative concept that falls within one of the four core areas of support (30%). An innovative concept is one which is either at least new in its municipal context or ideally, is new to South Africa as well uses novel techniques and creative resourcing strategies. 

· Clearly links to strategic objectives of municipality as outlined in IDP (10%)

· Demonstrates tangible benefits to community within three-year period (20%)

· Makes use of multiple partners within government, private sector and communities with specific consideration being given to BEE requirements (15%)

· Demonstrates sustainability beyond grant period (15%)

· Cleary reflects shared costs of project though financial commitment of municipality and other partners, a s well as commitment of physical or human resources (10%)

Fair geographical distribution and the requirements of both the Urban Renewal Programme (URP) and the Integrated Sustainable Rural Development Programme (ISRDP) will be be part of the project selection criteria. 

Summarised version: I have summarised the above in the green area below. Please consider.  

Project selection criteria

· Innovative concept 

· Linked to strategic outcomes in IDP

· Improvements in growth and economic opportunities

· Tangible outcomes within a three-year period

· Involves multiple partners (public, private, community)

· Reflects sustainability

· Cost-sharing either financial or through human and physical resources

· Reflects fair geographical distribution

· Specific emphasis on regional investment
6.
PROJECT SELECTION PROCESS

Proposals received are assessed by a Working Group of the Municipal Infrastructure Technical Task Team (MIT3) and a team of technical specialists which are managed by the SMIF manager. 

The MIT3 nominates the working group which are representative of all sectors of specialisation. Proposal are divided into provinces and given to the working group for evaluation. The working group assesses all proposals. Approved projects will be registered on the official MIG Project Registration Forms and become MIG projects.

7.
MONITORING, EVALUATION AND REPORTING

Projects funded by SMIF are MIG projects and will therefore adhere to the business process and procedures of MIG. However, SMIF funded projects will specifically be monitored and evaluated, taking into account the specific characteristics of SMIF. The dplg is responsible for the evaluation of SMIF funded projects and the successful expenditure of funds and how the innovative aspects of the project were implemented to determine whether the overall objectives of SMIF are being met. Each municipality receiving a SMIF grant must produce a quarterly narrative report on progress of implementation and success of approach.

Fund recipients must participate in further evaluations commissioned by the SMIF grant management structures.

The SMIF grant management team will submit monthly fund reports noting risks, qualitative quarterly reports and an annual report which will be made available to ensure that stakeholders are aware of progress of SMIF and its projects.

8.
HOW APPLICATIONS FOR SMIF FUNDS ARE SOUGHT

The SMIF management team annually (May) sends letters to municipalities inviting them to submit innovative proposals. The opportunity is also advertised in the media. The letters confirm arrangements such as submission dates, selection criteria and other information.

9.
LESSON LEARNING

The SMIF will solicit specific pieces of work to document lessons learned on various project. They will ensure that these are shared with other municipalities and stakeholders. The case studies and project briefs will feed into lesson-learning structures of the dplg and SALGA. All recipients of SMIF funds should be prepared to participate in lesson-learning activities when requested. Within three years, the SMIF management team should have identified successful innovations that should be considered for mainstreaming.

10.
PITFALLS TO WATCH OUT FOR WHEN COMPILING APPLICATIONS

Applying for projects through a proposal is how SMIF funds are allocated. This section highlights some do’s and don’ts, and important considerations for compiling proposals.

· Make sure you understand ‘innovation’: this means something new of original.

· When compiling proposals use commonly-understood proposal writing rules. Follow the SMIF proposal format and make sure you explain how your proposal meets SMIF selection criteria.

· While it is a good idea to ‘package’ your proposal with data, smart illustrations and graphics, evaluators are looking to see that you show that you understand SMIF criteria and that your project meets them.

· Don’t rely too much on consultants. It is a good idea to consult consultants in technical matters, it is better to write the SMIF proposal yourself since it shows stronger municipal ownership of the project. 

10.1
Project impacts must be detailed

Projects must list specific developmental outcomes that can be measured. Poverty relief and achieving the IDP are important. Focus on strategic partnerships with other municipalities. Such partnerships are important because they show buy-in and potential impact beyond one locality.

10.2
Municipalities should pledge local resources to the project

It is no good requesting tens of millions of rands without being able to commit the time of municipal officials, office space or anything else. Smaller and poorer municipalities showed their buy-in by committing parcels of land or the time of officials beyond normal working hours.

10.3
Illustrate project preparation

Municipalities must show adequately how SMIF funds will be spent within the municipal budget. A detailed and realistic budget is the key to reducing risk for the SMIF fund. Requests for multi-year funding beginning with feasibility studies, would increase the readiness of the municipality, improving planning of the project to a degree that minimised risk. Proposal illustrating a high degree of planning, preparation and readiness to implement the project will be viewed more favourably.

Submitting a winning proposal

· Adhere to the SMIF proposal format. This focuses the proposal on the section criteria.

· Adhere to the selection criteria.

· Avoid multiple proposals. Submit one or two original well thought out proposals. Consultants can help but municipalities must show a high degree of project ownership.

· Proposals that show a high degree of municipal commitment and commitment by other partners and communities will fare better.

· Municipalities show their commitment by pledging resources.

· Proposed budgets must be realistic, well thought through and should consider risk.

· Projects must demonstrate innovation.

CONTACT DETAILS – please indicate the relevant contact person – should be include the CPSI’s telnr?
SMIF - actively supporting innovation on municipal level

