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DR AB XUMA LOCAL ECONOMIC DEVELOPMENT FUNDING POLICY

PREAMBLE

The Council of DR AB XUMA Local Municipality has in terms of section 152 of the
Constitution of South Africa Act No. 108 of 1996, read in conjunction with section
11 of Local Government and Municipal Systems Act No. 32 of 2000, made the

following Policy that shall operate on the date of adoption by Council.

1. INTRODUCTION

Local Economic Development is about local people deciding to take charge of
the economic and employment future of their community. It is about seeking
consensus around development issues at a local level. Therefore LED is an
ongoing process rather than a single project, or a series of steps to follow. It
involves identifying and using of available resources, ideas, skills to stimulate

economic growth and development.

The main purpose is to create opportunities for local residents, alleviate poverty,

and distribute resources and opportunities to the benefit of local residents.

2. PURPOSE
The main purpose of this policy is mandated from section 152 of the Constitution
of South Africa Act No. 108 of 1996:-

a) To ensure the provision of services to communities in a sustainable manner
b) To promote social and economic development

¢) To promote a safe and healthy environment

d) To encourage the involvement of communities and community

organizations in the maftters of local government.

3. OBJECTIVES
The funding policy will be used as a tool of advising the municipality on how to

identify potential beneficiaries as well as funding criteria for LED Programmes. This



policy will also serve as a guideline for funding proposals to be submitted by
potential beneficiaries and lastly the policy will be developed in line with the IDP

and all other relevant policies and strategies.
Other Municipal Objectives of LED Fund

a) To support local communities to provide basic infrastructures needed to
sustain local economic growth

b) To promote the integration of excluded individuals and groups into the
mainstream of the economy

c) To facilitate the transfer and acquisition of LED and business management
skills to local groups and communities from historically disadvantaged
backgrounds

d) To promote community enterprise and job creation

e} To increase levels of confidence, self-belief and initiative among groups
and communities from marginalized communities

fy To promote conducive environment for the sustainability of job creation

and local economic growth.

4. POLICY CONTEXT

National and provincial government develop policies and programmes that
determine how the pubilic sector will invest, how infrastructure and services will be
developed, how different economic sectors will be promoted, and how

government will regulate and support various aspects of economic activity

4.1. National and Provincial policies
The following are some of the key national/ provincial policies, Guidelines and

programmes that the LED funding criteria should be mindful of:

a) Constitution of south Africa
b) National development plan (NDP) 2030
c) Medium term strategic framework { MTSF) 200610 2009



d) National LED policy guidelines

e) National LED policy framework

f) National spatial development perspective

g) Broad based black economic empowerment act ( BBBEE )
h) Small enterprise development agency ( SEDA)

i) Provincial LED strategy guidelines

j}  Municipal system act

k) Municipal structures act

)  Municipal finance management act

m) National tourism sector sirategy(NTSS)

n) Comprehensive agricultural support programmes
o) National livestock development strategy

p)} Tourism Master Plan

q) National Forestry Act 2009

4.2. Institutional Policies
The following are some of the Municipal policies and strategies that the LED

funding criteria is aligned fo:

r) DR AB XUMA local municipal LED strategy

s) DR AB XUMA local municipality SMME/Cooperative strategy
1) Agricultural Management Policy

u) Tourism Sector Plan

v) Tourism Management Policy

5. TARGETED BENEFICIARIES

5.1. SMME's

The National Small Business Act 102 of 1996 defines a small business as “a separate
and distinct business entity, including cooperative enterprises and non-
governmental organizations, managed by one owner or more which, including

ifs branches or subsidiaries, if any, is predominantly carried on in any sector or
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subsector of the economy which can be classified as a micro-, a very small, a

small or a medium enterprise

5.2. Cooperatives

A cooperdative is an independent association of persons who join forces to meet
their economic, social and cultural needs and aspirations through a jointly owned
and democratically controlled enterprise, organized and operated on

cooperative principles.

5.3. Beneficiation

The targeted beneficiaries must be local community members who are bona-fide
residents of the DR AB Xuma Local Municipality who want to establish or expand
their projects or businesses, in the form of groups of community members

(registered co-operatives and SMME's).

The potential beneficiaries must be willing to submit among others the following

fo the Municipality LED offices:

a) The copy of project or business registration certificate and tax clearance

b) Proof of resident’'s/ Lease agreements/ Land ownership/ permission to
occupy from Traditional Leaders

c) Business plan

d) Copy of their financial statements / Bank Statements

e) Co-operative/ Project Constitution

f) The business expansion plan and total number of jobs to be created

6. SELECTION CRITERIA OF PROJECTS
a) The selection criterion is intended to assist the municipality with the
evaluation as well as to assess the viability, feasibility and most importantly
sustainability of the LED projects.
b) Economic Development and Planning will form evaluation committee

consisting of Local Economic Development Manager, Manager Town
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Planning, Manager IDP, Manager technicalf/infrastructure department,
Manager Community services and one Manager from financial
department.

c) Evaluation report will be forwarded to the office of the Municipal Manager

for approval.

7. CATEGORIES OF SELECTION CRITERIA

The municipality will select project based on the bellow-mentioned criteria.

7.1. Relevance
2 Technical and operational capacity
3 Financial capacity
4 Sustainability and partnership

5 Leadership and management

1. Relevance

A) Is the applicant legally registered?

B) How does the project contribute to local growth and

development priorities?

C) To what extent does the LED project address local

needs?

D) To what extend are local resources used, developed

and enhanced by the project?

Total

2. Technical and operational capacity

A) Does the applicant have adequate skills (sectoral)

capacity or experise relevant to the LED Project? |




B) Does the applicant have operational project

planning capacity?

C) Does the applicant have overall operational
management competencies to implement and

administer the LED projects?

D) Does the applicant have sufficient competent staff,
tools, equipment and equipment to execute the

project?

Total

3. Financial Capacity

A) Does the applicant have a cash flow plan

(expenditure and revenue) for LED project?

B) Is the cash flow plan realistic and in line with the LED

project cycle completion?

C) Does the applicant have financial competency to
fulfill LED project?

D) Does he applicant have technical ability to handle
budgets tor the LED Project?

Total

4. Sustainability

needs, LED project objectives, results and/or

outcomes?

B) Do the proposed activities have an element of

diversification and growth opportunities?

C) Did the applicant conduct the feasibility study to

inform the LED project proposal?




D) Are the expected results of the action activities likely

to produce desired resulls or outcomes as

anticipated?

E) Does the applicant support use of available local
resources for sustainability?
F} Does the project/applicant have buy-in from the
target communities and local government structure
i.e. Ward Councilor or Ward Committees?(proof to be
provided)
Total

5. Leadership and Management

A) Does the applicant have sufficient and relevant

project leadership experience?

B) What are the arrangements in place to oversee the

smooth running of the project?

Total

Summary Score

A) Relevancy 20
B) Technical and operational capacity 20
C) Financial capacity 20
D) Sustainability | 30
E) Leadership and management 10
Total ‘

8. MONITORING AND EVALUATION

The project funded by municipal LED fund will be subjected to regular monitoring

evaluation by LED Officials from the municipality




The beneficiaries will be requested to submit quarterly progress report to the

municipality

9. FUNDING CONTROL

All Capital projects to be funded will be funded in line with Municipal Finance
Management Act (MFMA 2003) from R100 000 and above, not exceeding the
moximum period of three consecutive financial years. No money will be
transferred to Projects; successful beneficiaries will be required to submit list of
items to be purchased to the municipality for the purpose of procurement

processes.

Every LED process requires resources and effort, the level of which differs
according to the type of LED initiative being pursued. Funding is one resource.
Some LED "quick win" initiatives, may require more hands on and coordination

effort than money.

10.OTHER FUNDING SOURCES

Yet others, such as infrastructure projects, will require sizeable amount of capital
funding. More ambitious developments will require significant funding resources
over a long period of time via a partnership arrangement with the private sector

and ofher stakeholders.



1.POLICY ADOPTION

The accounting officer will be the accountable custodian of this policy and must
ensure that this policy is submitted to the council for consideration and adoption.

2 . POLICY REVIEW

This policy must be reviewed at least annually to ensure that it is adaptable to
operational changes and it is aligned with the legislative environment.

When deemed necessary on ad hoc basis, the Accounting Officer must submit

proposals of amendments of the policy to the Council for consideration and
adoption.
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