PRESS STATEMENT

Driven by the impending consolidation and rationalization of the Electricity Distribution Industry in South Africa which will lead to the creation of the Regional Electricity Distributors (REDs)., Buffalo City Municipality has commissioned EOH KPMG Consulting to conduct the S78 (1) assessment for the municipality.

This follows a process which the municipality embarked on in 2004, where Buffalo City Municipality conducted a detailed investigation into the status of the electricity department. The investigation also addressed alternative service delivery options. 

The findings of the report encouraged the municipality to explore the possibility of providing the service through an external mechanism.

A Section 78 (3) process is a national phenomenon whereby municipalities are required to undertake investigations as per requirements of s78 (3) of the Municipal Systems Act 32 of 2000. It also governs the process the municipality must embark upon in determining the most appropriate mechanism for service delivery.

Some of factors that Buffalo City will have to consider are:

· the direct and indirect costs and benefits associated with the project, including the expected effect of any service delivery mechanisms on the environment and human health, well being and safety;
· the capacity and potential future capacity of prospective service providers to furnish the skills, expertise and resources necessary for the provision of the service;
· the views of the local community;

· the likely impact on development; job creation and employment patterns in the municipality, and

· the views of organised labour.

In addition the feasibility study which must be taken into account, will include -

· a clear identification of the municipal service for which the municipality intends to consider an external mechanism;

· an identification of the number of years for which the provision of the municipal service through an external mechanism might be considered;

· the projected outputs which the provision of the municipal service through an external mechanism might be expected to produce;

· an assessment as to the extent to which the provision of the municipal service through an external mechanism will – 

(aa) provide value for money;

(ab) address the needs of the poor;

(ac) be affordable for the municipality and residents; and

(ad) transfer appropriate technical, operational and financial risk.

Other areas to consider would be the:-

· the projected impact on the municipality’s staff, assets and liabilities;

· the projected impact on the municipality’s integrated development plan;

· the projected impact on the municipality’s budgets for the period for which an external mechanism might be used, including impacts on revenue, expenditure, borrowing, debt and tariffs; and

· any other matter that may be prescribed.

As part of the public participation process, community meetings will be arranged through ward committees so that local communities can understand how this process will affect them, in addition, staff in the affected departments will be brought aboard to understand their role, as well as to understand how this transformation process will directly affect them.

Currently all municipalities in the South Africa with electricity distribution functions, will undertake and be part of the transformation process taking place in the electricity environment nationwide. This is based on the need to offer quality services to the community. I

