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Western Aqueduct Project Austerville Housing Development Project

The Municipality has embarked upon a Municipal Infrastructure Investment Framework, committed to
reduce backlogs in service delivery. The City Council, each year approves a Capital Budget for the
ensuing three years and on 14 April 2011, the following Capital Budget was approved:

2011/12 2012/13 2013/14
Rm Rm Rm
5082 5204 6 466

The bulk, on average 75% for the past three years of the Capital Budget was spent on ‘Basic Service
Delivery’, such as Housing, Roads & Stormwater, Solid Waste, Water & Sanitation, Electricity and
Transport. The Capital Budget is funded from three main sources, viz. grants from other spheres of
Government, internal resources and borrowings. In respect of the 2011/12 Capital Budget, in which 96%
has been earmarked for Infrastructure spend, the borrowing need is estimated at R2 bn to finance the
Capital Budget of R5,1 bn.

Sustainability and affordability are key factors considered when raising loans to fund capital expenditure.
The two loans, viz. R910m from AFD (Agence Francaise De Developpement) and the other R1 bn from
RMBV/EIB are standard (vanilla loans), which are at favourable terms and conditions, including fixed
interest rates over the full 15 year term. A ‘grace period’ for capital repayments for three years applies
to the AFD loan. Kindly refer to the advert for details.

The Municipality’s strong balance sheet, sound financial stewardship and highest credit rating in the
sector has enabled it to secure very favourable interest rates and the loans are also unsecured.
The Gearing Ratio (Total Debt: Total Income), a measure of assessing sustainability, is in the region of
50% (benchmark norm is 50%). Whilst the proposed R2 bn loan is presently affordable, the Municipality
will be reducing its Capital Budget by R1 bn (for 2012/13) and R2 bn (for 2013/14) to bring down the
gearing ratio to around 40% by 2014, in the interest of maintaining long term financial viability and
sustainability.

The Municipality has adopted the prudent ‘Pay-as-you-go’ approach by redeeming both Capital and
Interest in fixed monthly instalments as opposed to the capital being paid in one lump sum at the end of
its term, which can be burdensome if not planned for.

The Municipality is committed to service delivery, but in a responsible and sustainable manner.



