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MISSION

Nurcha initiates programmes and takes considered risks to ensure the sustainable flow of finance for low-income housing, and associated infrastructure and community facilities. We work in partnership with all role-players in the low income and affordable housing markets to maximise housing options in a way that promotes social and economic development.

VISION

An organisation that is regarded as a partner of choice for those seeking innovative construction finance solutions.

VALUES

P
-
Prudent use of resources entrusted to us.

R
-
Respect and Integrity in our interactions with each other and our clients and 
partners.

I
-
Innovation and the Willingness to take considered risks in testing the limits of 
sustainable finance.

D
-
Development of individuals, communities and the country.

E
-
Excellence in everything we do.


1.
INTRODUCTION

1.1 Foundations of The Plan

This document sets out Nurcha’s overall corporate strategy for the next three financial years, and provides a detailed plan and budget for the 2006/7 financial year.

The foundations for this plan are laid out in the agreement, signed by the Minister of Housing, between the Government of South Africa, the Open Society Institute of New York (OSI), the Soros Economic Development Fund (SEDF) and Nurcha. (In terms of this agreement, the SEDF has taken over OSI’s role in financing Nurcha).


This agreement commits the Government and SEDF to the recapitalisation of Nurcha, grounds Nurcha firmly in the context of the Breaking New Ground Strategy, and sets goals for Nurcha to become a major construction finance institution, with a national footprint over the period 2005-2008.

A copy of this agreement is attached as Annexure 1.

1.2 Process followed in developing this Plan

The following steps were taken in the development of this plan:

(i) In September, Nurcha produced a budget projection for the following three years.

(ii) In October, we reviewed and revised our budget projection for 2005/6. This involved some downscaling of projections for the year, particularly with regard to infrastructure lending, and also income from loans. We also revised our projections for credit linked housing and site and service financing upward at this point.
(iii) Nurcha plans and budgets using a modified balanced score card system. In January we set strategic objectives for the company, the executive and each department, based on the balanced score card system. 
(iv) Projected outputs for each Nurcha lending product were then budgeted on the basis of the current year’s projected actuals and our view on the reasonable growth of our business.
(v) Expenditure required to achieve these targets was then calculated.
(vi) Month-by-month lending, loan balances and interest payable and predicted losses on those loan balances were then calculated, in order to give us budgeted income per month, against projected loss rates.
(vii) This allowed us then to produce monthly financial budgets, which were aggregated to give us the budget financials for the year.
1.3 The approach to developing this budget

In the past Nurcha has budgeted outputs on a very optimistic basis: we have resisted the temptation to set low targets, and then boast when we achieve those low figures. Accordingly, we have tended to project the highest possible target if all goes according to plan. Because there have been delays in project roll out, in Nurcha finalising our financing capacity, or simply in the logistics, we have tended to come in under budget.

The Housing Department and Nurcha’s Board have indicated that our budgeting should be more conservative. This matches our own need to accurately predict income from our treasury and loan book, in order to determine our sustainability.

The budget accordingly reflects moderate growth on the housing book, and more dramatic growth in lending for infrastructure and community facilities, but off a low base.

If our marketing efforts bear early fruit, if housing delivery speeds up, and in particular, if ASGISA leads to a rapid increase in infrastructure project allocation to smaller contractors, it is quite possible we could exceed these outputs and loans by quite some margin.

2.
NURCHA’S MANDATE

Nurcha’s mandate is spelt out in the SA Government/OSI/SEDF/Nurcha Agreement, and reproduced here in full for ease of reference:

“Nurcha ensures availability of bridging finance to small, medium and established contractors building low and moderate income housing and related community facilities and infrastructure. To achieve this, Nurcha:

· Lends to contractors and developers either directly or through intermediaries

· Facilitates lending to contractors by other lenders by sharing risk with them

· May, with permission of its Board of Directors (“Board”) and with the necessary permissions in terms of the Public Finance Management Act (“PFMA”), provide other forms of financing (such as equity, quasi-equity or debt) to assist in the development of empowered construction and development companies”.

2.1
Support for Housing Strategy

“The focus of Nurcha’s business is on supporting the “Breaking New Ground” housing strategy. Within this context, Nurcha is empowered to finance construction contracts that lead to the delivery of housing, related infrastructure and community facilities that in turn contribute to the development or maintenance of sustainable human settlements”. 

2.2
Support for Black Economic Empowerment

“Nurcha will strive to support Government’s overall focus on entrepreneurial development and the promotion of small and medium businesses, within the Black Economic Empowerment (BEE) context as set out in the Broad Based Black Economic Empowerment Act, 2003 and will report on its contribution to this agenda.  

Nurcha assists small emerging contractors to grow into successful, empowered construction companies. It is Nurcha’s goal to finance their progress every step of the way”.

2.3
National Coverage

“It is envisaged that Nurcha will extend its lending coverage to the whole geographic territory of the Republic of South Africa as far as possible over the next thee year period”. 

3.
legal Structure and governance arrangements

Nurcha’s legal structure and governance arrangements are set out in the same agreement and are reproduced here:

3.1
Legal Structure 

“Nurcha is an association duly incorporated as not for gain under Section 21 of the South African Companies Act, 1973 and a Schedule 3(a) National Public Entity in terms of the PFMA.

In addition, Nurcha and the Minister represent that Nurcha’s role is to serve as an agency (Public Entity) of Government in its policy objective of housing the poor and under privileged”.

3.2
Government / SEDF Relationship

“Nurcha has functioned as a joint project of the Government (represented by the Minister of Housing who is Nurcha’s appointed Executive Authority in terms of the PFMA), and OSI. As described in Section 1.1., SEDF shall as of the effective date of this agreement take over OSI’s rights and obligations in relation to all arrangements with the Government pertaining to Nurcha.  While the Minister is Nurcha’s appointed Executive Authority, the Government and SEDF will establish a de facto ‘bilateral shareholder relationship’ to review periodically and jointly their interests in Nurcha”.  

3.3
Governance Arrangements

“Nurcha is governed by an independent Board of Directors (“Board”), which is accountable to the Executive Authority”.

3.4
Accounting Arrangements

“Nurcha’s Accounting Authority is the Board. The Board reports to the Executive Authority (Minister of Housing) through the designated Accounting Officer (who is the Director-General of Housing) on certain matters”.

3.5
Board of Directors

3.5.1
Board Structure

“Nurcha’s Board is structured as follows: 

· One nominee from the Department of Housing

· One nominee from Treasury as per Nurcha’s Articles of Association

· Two nominees from OSI, which right will be transferred to SEDF

· Four Executive Directors  

· A majority of independent, non-executive Directors”.

3.5.2
Appointment and Retirement of Directors

“Directors are appointed by the Board on recommendation of the Human Capital Committee. Non-executive Directors are appointed for a three year period. A third of the 

Board will retire at the end of three years, and are eligible for re-election depending on their past contribution to the Board and future availability to serve on the Board. 

This is not applicable to Government and OSI nominees. It is the Government’s and OSI’s decision whether to retire or re-appoint their nominees”.

3.5.3
Board Appointments

“On the effective date, Nurcha’s Board comprises:

1. Ms. N Mjoli – Mncube 

(Chairperson)

2. Mr. M Dlabantu (or alternate)
(Government Nominee)

3. Mr. S J Paperin 


(OSI Nominee - USA)

4. Mr. H Sturz 


(OSI Nominee - USA)

5. Mr. F S Harris 


(USA)

6. Mr. A Canter 


(USA)

7. Mr. K Shubane 


(Treasury Nominee)

8. Mr. P C de Beer  


(Nurcha Executive – Managing Director)

9. Ms. P van der Elst 

(Nurcha Executive - Financial Director)

10. Mr. S Mase 


(Nurcha Executive - Executive Director)

11. Ms. J Strelitz 


(Nurcha Executive - Executive Director)

12. Mr. C A Hall

13. Ms. W E Lucas-Bull

14. Mr. T B Nzimakwe 

15. MR. K R Oliver

16. Mr. D A Reekie (Retiring in August 2005)”

(Note: Since the signing of the agreement, Messrs F.Harris, C.Hall and D.Reekie have resigned from the Board and Ms P van der Elst has left Nurcha’s employ, thereby terminating her ex officio membership of the Board).

3.5.4
Board Committees

“Nurcha has the following constituted Board Committees, in line with accepted Corporate Governance principles:

· Audit Committee;

· Finance and Risk Committee; and

· Human Capital Committee”

3.6
Executive Committee

“Nurcha’s Executive Committee (“Executive”) is empowered by the Board to manage the daily affairs of Nurcha. The Executive comprises the Managing Director, Financial Director and two Executive Directors”.

4.
organisational relationships & structure

4.1
Institutional Context

4.1.1
Development Finance Institutional Framework

Nurcha plays a critical role in South Africa’s development finance institutional framework. This construction finance role is essential for the overall success of the new housing strategy.  As a partnership between the Department of Housing and SEDF to build the preferred, nationally operating construction finance institution, Nurcha will operate in a specific institutional niche alongside other specialist Development Finance Institutions operating in the housing sector such as the Development Bank of Southern Africa, the National Housing Finance Corporation and the Rural Housing Loan Fund.  As a financier of emerging, medium and large entrepreneurs, Nurcha additionally plays a critical role in the development of SMMEs in South Africa via its specialist industry knowledge.

4.1.2
Core Partners (Equity)

Nurcha’s core partners are the Department of Housing (DoH) and Soros Economic Development Fund (SEDF). These partners have agreed to recapitalise Nurcha for expansion. 

4.1.3
Sources of Capital

Nurcha’s ability to raise finance from private companies is key to its success.  Nurcha has forged relationships with a number of local commercial finance institutions and development institutions.  In this way, commercial sources of finance are mobilised and channelled to borrowers who would otherwise find it difficult to source such funds commercially.  

4.1.4
Operating Methodology

Nurcha will retain its proven, two-pronged operating methodology. Firstly, developing relationships with local-level intermediaries that are best placed to identify, secure and manage the lending relationship with smaller contractors, and of providing direct financing to developers and contractors with suitable track records.

4.1.5
End-Users

The end-users of Nurcha’s programmes are small, medium and large contractors and developers undertaking housing and infrastructure projects.

4.2
Institutional Structure

The three-year transformation strategy will not require Nurcha to change its current institutional structure, which is outlined in the Figure 1 below.

Figure 1:
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4.3 Organisational Structure

Nurcha has a staff complement of forty people. In this budget we have made provision to take on six additional staff in finance and operations (Construction Finance Department).

The full organogram of the proposed staff establishment as at September 2006 is attached as Annexure 2.

5.
STRATEGIC OBJECTIVES FOR THE YEAR 

5.1
Strategic Review

The objectives for the year were set on the basis of a strategic review of the environment in which we operate.  Elements from this review are summarised here:

5.1.1
Subsidy Housing

Our review of the environment suggested that there would be important growth in subsidy delivery over the next 2-3 years, but that it is always difficult to predict the pace at which delivery will increase. A number of provinces are committed to sorting out old blocked projects, and are not taking on new projects for the next year or two. This creates uncertainty as to funding opportunities for Nurcha in those provinces.

On the other hand, in a number of provinces it appears that the provincial governments are taking back a more active role from the local authorities, and our expectation is that this would be good for business development.

As expected, major provincial roll out of flagship projects like the N2 has been slower than had been hoped. Volumes will increase during the year to March 2007, and probably faster in the following year.

On the one hand government, and especially provincial governments, are keen to direct the majority of construction business to smaller contractors, thus promoting entrepreneurship; on the other hand there is a drive to bring the larger companies back, to make scale delivery easier. Nurcha expects opportunities to arise from the growth of business for both small and larger enterprises.

Nurcha expects moderate growth in its subsidy business in the year under review, and more rapid growth the following year. We need to develop closer relationships with a number of provinces, and to expand our intermediary capacity over the year.

The numbers of houses built on Nurcha financed projects will grow rapidly, as the many projects financed in the second half of the year to March 2006 are completed.

5.1.2
Credit linked Housing

Nurcha provides bridging finance to developers or contractors building credit linked housing in the price range up to R250 000 per house.

The housing price boom, together with rapidly rising costs of land and building materials, causes us some anxiety as to the viability of this market. Government’s credit linked subsidy is some way from being released into the market, and the volumes and impact on affordability remain unclear.

5.1.3
Site and service projects
In a number of provinces, we find ongoing site and service schemes as part of the rapid land release programme. With the current centrally driven emphasis on clearing informal settlements, we expect this form of delivery to grow.  Many provinces have more people living in informal settlements than can be housed with full subsidies over the next five years. Rapid release of serviced land, followed by incremental consolidation as funds become available is likely to be a growing trend.  For various reasons, Nurcha has begun to track our financing of contractors on these projects, separately from both the housing, and the infrastructure projects.  In the last year, we financed more such schemes than we had budgeted for, and we budget for substantial growth in the year ahead. This is relatively easy business for Nurcha, and good business for the entrepreneurs who win the contracts.

5.1.4
Rental


We are increasingly uncertain of our role in rental financing.  Nurcha in general does not do long term financing, and it appears that the banks are increasingly interested in financing private rental initiatives.

Nurcha remains interested in promoting a formalisation of back yard rental as both a housing and an entrepreneurial option.  

We are committed to deciding whether there is an ongoing role for Nurcha in rental during the course of this financial year. In the mean time we have set modest targets for financing rental construction.

5.1.5 Infrastructure/Community Facilities 

This area was the major disappointment in Nurcha’s work in the year to March 2006.  Our financing facilities were slower to finalise than expected; it proved much more difficult to break into the whole Public Works arena than we thought, and in fact, we believe that delivery here was slower than expected as well.

We are modestly optimistic about progress on all fronts in the year ahead.  There are a number of developments in the construction industry that are creating opportunities for Nurcha. The includes the finalisation of our financing capacity, the finalisation of the construction sector charter, continued progress with the expanded public works programme, and the emphasis in ASGISA on infrastructure and entrepreneurial growth.

Nurcha is currently in discussion with many of the parties to the Construction Charter.  In addition, we are working with the Gauteng Partnership Fund to link Nurcha loans to performance guarantees, and are developing a programme jointly with the IDT and FNB to lend to some of IDT’s Public Work’s type contractors. 

The growth predicted in Nurcha’s lending in this area appears large, but it is off a small base, and remains modest in comparison to our lending for housing construction.

5.1.6 New Programmes

Nurcha is keen to focus on the businesses described above, and to grow the loan book on each programme as set out in section 6 below.

However, there are a few areas, where the demands of the environment may require some new initiatives.


i.
Small sub contractors


Thus far Nurcha has worked only with contractors building at least 50 (and preferably 100) houses, or with infrastructure projects worth at least R500 000.  Our commitment to providing a full career path to contractors, makes it desirable that we find ways to finance much smaller sub contractors, who can grow in time to fit into the CIDB categorisation of full contractors.

We will be financing a book of small contractors with a financing company in Durban called Lendcor.  The fact that we are projecting 80 loans for a total loan value of R1,44 million (R18 000 average loan size) indicates the size of contract that would be financed through this programme. We would hope to roll out this programme more widely if it proves successful.


ii. Co-operative purchase of material supplies
Access to cheap materials is a major stumbling block to contractors supported by Nurcha. They do not buy in sufficient bulk to have any bargaining power with the suppliers. In a context where there is an endemic shortage of materials, this makes them very vulnerable to exploitation. Particularly in rural provinces, suppliers will favour large cash buyers, in terms of price and priority.

The bottleneck in material supplies, and the cost, can lead to contractors “selling” their projects to the self same material suppliers, in order to make any profit at all.  They then become poorly paid sub contractors on their own projects. In Limpopo this year we will be piloting the bulk ordering or materials for contractors on Nurcha projects. These material will be delivered to the individual building sites, on the back of guaranteed payment as work is completed and progress payments received via Nurcha’s intermediary system.

Again, if this is successful, we would seek to roll it out in other provinces where Nurcha has high concentrations of projects.

5.2
Balanced Score Card for the Year

Nurcha has for the past few years adopted a modified and simplified “balanced score card” approach to strategic planning.  In essence this means that we adopt key strategies for the company in terms of the following four perspectives:

i. Financial

ii. Client

iii. Internal processes

iv. Learning and innovation

These strategic objectives are spelt out for the company as a whole, for the executive and each department, and finally the perspectives are carried into each person’s performance contract. This creates a direct line of site between the individual’s work and the strategic objectives of the company.

The scorecard setting out the company’s strategic objectives, and the executive’s responsibilities in this regard is contained in the following table.
TABLE 1: BALANCED SCORE CARD 2006/7


Perspectives

Strategic Themes 
Executive: Strategic Objectives







1.
Financial
1.1
Outputs





Growth in business:




1.1.1
Steady growth in financing of subsidy and credit linked housing
Ensure required funding is in place.











Take responsibility for access to Nurcha products through acceptable intermediaries or other access channels. 





Identify joint venture possibilities with competitive lenders.









1.1.2
Substantial growth in financing of infrastructure
Insert Nurcha funding into public sector infrastructure delivery.









1.1.3
Finalising role in rental finance
Make a final decision by end June on a proposal from construction finance.









1.2
Sustainability




1.2.1
Ensure that Nurcha acts, thinks, reports and plans like a commercial lender, as well as an agent delivering construction of houses, infrastructure and community facilities.
Implement changes to financial and management reporting in line with “trading” entity.





Maximise financial skills and perspective amongst the staff in the way they work and represent Nurcha.









1.2.2
Seek major new financing opportunities with (e.g.) private sector/parastatal employers, receptive provinces.
Identify and interact with potential partners and develop programme proposals.









1.2.3
Increase competitiveness in all markets.
· Ensure increased understanding of competitors’ products.









1.2.4
Identify specific cost containment opportunities and implement them.
· Ensure monthly monitoring of expenditure vs actuals with a view to identifying cost containment opportunities.







2.
Clients & Stakeholders
2.1
Develop and implement a BEE code of good practice.

· By 30 June 2006.









2.2
Establish at all levels of government, the SEDF, the banks and the construction industry the clear understanding that Nurcha is 
the appropriate construction finance institution for contractors with contracts to build housing, infrastructure and community facilities.
· Formulate and finalise a strategy (specific activities) for approaching appropriate institutions with appropriate marketing material.









2.3
Grow Nurcha into a lending institution with a truly national footprint.
· Target Eastern and Western Cape for expansion of  Nurcha business. 





· Develop a clear picture on operational environment in various provinces.









2.4
Ensure that clients are satisfied and therefore bring us repeat business.
· Drive a focus on customer satisfaction across all departments.









2.5
Where appropriate, increase range of services provided (e.g. revolving facilities for preferred clients, or closer alignment of tender awards with loan approvals).
· Ensure regular assessment of clients’ needs with a view to assessing products.









2.6
Seek new lending opportunities that expand services to our market (e.g. material supplies, very small contractors and non-state employers).
· Identify opportunities and develop proposals.







3.
Internal Processes
3.1
Delegation (by the executive) and assumption (by the managers) of full responsibility for the day-to-day running of Nurcha.
· Find specific opportunities to delegate responsibility to management.





· Delegation of authority will be reflected in the performance contract and monitored through the performance review process.









3.2
Achieve truly effective operational co-ordination of the work of the construction finance, finance, credit & risk and IT departments (and between construction finance and marketing departments).
· Identify areas of concern and hold managers accountable for working in a co-ordinated manner.

· Ensure interdepartmental service level agreements are in place and finalised by end April and that the use and efficacy is tested regularly (honour and modify).



3.3
Identify owners for all operational processes to ensure that nothing “falls through the cracks”.










3.4
Ensure that the roles, responsibility and contributions of the Credit & Risk department are fully defined and respected.
· Executive must drive this process.








Internal Processes continued
3.5
Finalise effective fully functional IT system by June 30th.
· Executive must ensure this.



3.6
Ensure common use of standardised information, based on IT system or ACCPAC in all documentation and reports.
· Develop and implement standardised reports and Nurcha language. Enforce their use.









3.7
Performance management system to be “brought to life” by regular performance reviews. Formal processes to be driven by the managers, within the performance management timetable.
· Executive to delegate and monitor.







4.
Learning & Innovation
4.1
Throughout Nurcha our knowledge, skills, attitudes and capacity need to be realigned to the concept of Nurcha as commercial lender and an agent delivering construction of houses, infrastructure and community facilities.
· Review staff capacity in each department.





· Organise in-house training on key financial concepts related to Nurcha’s work.









4.2
Development of awareness in all staff of what “I do” and what “I’m responsible for” in the context of Nurcha’s corporate needs and processes.
· Identify initiatives to ensure that staff at all levels understand their contributions to Nurcha.





· Encourage and assist managers to convey information from top down.





· Ensure that managers/staff are aware of their responsibilities in relation to the corporate calendar.
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Total Infrastructure Contracts 27 35 38 36| 136

Total Projects Signed 53 70 76) 62 261





6. 
OUTPUTS FOR THE YEAR 2006/7

6.1
Key Performance Areas

In terms of the mandate discussed in section 2 above, Nurcha’s key performance areas are defined as the provision of construction finance for: 

i. Subsidy housing

ii. Credit linked housing (up to R250 000 per unit)

iii. Rental units

iv. Servicing of sites for subsidy beneficiaries

v. Community facilities and infrastructure

vi. Small sub contractors

6.2
Key Performance Indicators

For budgeting and reporting purposes progress in each of these KPA’s is measured according to the following indicators:

i. Number of loan contracts signed

ii. Value of loans signed

iii. Value of projects in loan agreements

iv. Number of houses in loan agreements (where relevant)

v. Number of houses completed (where relevant)

6.3 
Summarised Targets for the Year

Table 2 below, summarises Nurcha’s budget output for each indicator for each key performance area. The figures in brackets reflect the percentage increase on the projected actuals for the financial year ending March 2006.

TABLE 2: NURCHA OUTPUTS: BUDGET 2006/7


Contracts signed
Value of loans
Project value
Houses and sites in contracts
Houses built

Subsidy housing
78

(24%)
240,145,920

(52%)
1,210,761,600

(29%)
40,000

(7%)
26925

(18%)

Credit linked
31

(7%)
108,500,000

(1%)
527,750,000

(1%)
4,950

(4%)
5100

(23%)

Serviced sites
10

(43%)
24,000,000

(28%)
60,000,000

(16%)
10 000

(54%)
5576

(43%)

Rental
6

(-14%)
6,704,800

(-40%)
10,000,000

(-41%)
145 

(-43%)
145

(-49%)

Infrastructure & Community facilities
55

(89%)
59,870,799

(348%)
315,953,135

(191%)



Small Sub- contractors
80


1,440,000


1,600,000





TOTAL
2601

440,661,519

(41%)
2,568,166,254

(58%)
55 095

(13%)
37,746

(21%)

What follows are the tables setting out details for each key performance indicator per output per quarter.

6.4
Loan Contracts Signed: Houses & Sites in Contracts
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5.Infrastructure & Community Facilities 2 3 10 12 30
6. Small Sub-Contractors 8 22 26 24 80
Total Infrastructure Projects Completed 10 28 36 36 110|






6.5
Value of Signed Loan Agreements and Value of Projects Supported: 2006/7
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BUDGET - INCOME STATEMENT
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6.6
Houses & Sites Completed


Infrastructure Projects Completed: 2006/7

[image: image10.png]Comments on the Budget to March 2007 in comparison with the latest estimate to March 2006
Income Statement
1. Total income receivable shows an increase of R19.8 million or 71%.
1.1 Interest on money market investrments has increased by 82.7%. A major part of this
favourable increase is due to the receipt of R61.6 million from SEDF in January 2006 and
R20 million from the National Department of Housing in February and a futher R20 million
in October 2006
1.2 Interest and fees on project investments increased by 68.5%. This is due to the increase of
R103 million in lending to housing projects
2. Interest payable is has increased by R11.9 milion
21 The increase is due to the increase in lending to housing projects
3. Income transferred to guarantee funds is zero in the budget year
3.1 From the 2007 budget year income is no longer transfered to the Housing funds
4. Net Project losses incurrediecovered
4.1 Prior to the 2007 year project losses were recovered from the Funds and therefore
had o impact on the Incore Statement. The Budget year shows a project loss of R1 million and
arecovery of R2.8 million. Both of these impact the income statement

5. Administration expenditure has increased by 18.3%

51 Theincrease is due to a combination of additional staff and increased costs arising from
the substantial growth in lending activity.




[image: image11.png]Administration Expenses
Staff costs & expenses

Corntribution to staff benefits 351192
Medical aid top up fees 7,560
Mermbershipfannual subscriptions 10417
Provident fund managernent fees 70,488
Recruitment costs 225681
Regional Services Council levy 40,992
Staf additional mileage 455,882
Staf leave pay 444,000
Staf performance bonus 1,665,028
Staf salaries 16,655599
Staff training/serminars 537,000
Temporary staff 168,250
Unemployment fund contributions 36,084
Workimens compensation 27,876

Cormputer costs
Cornputer consultancy development 114,000
Cornputer consultancy fees 452900
Cornputer maintenance 134,000
Cornputer software 84,229

Directors fees & expenses
Directors fees 243,000
Directors & comittee mermbers expenses 69,996

Other Overhead Expenses
Alltelecommunications-Rental 108,730
Alltelecommunications-Usage 302650
Annual reports 160,000
Annual subscriptions 16516
Assets under R1,000 14,100
Audit fees & expenses 600,000
Bank charges 54,636
Consultancy fees & expenditure 831,000
Courier & postage 48400
Credit check expenses 18,240
Depreciation 337410
Entertainment expenses 63,500
Guarantee fees paid 11292
Insurances 262,000
Branch office 300,000
Internal audit fees & expenses 332508
Legalfees & expenses 1,099,500
Maintenance vehicles &equipment 20,000
Maintenance & cleaning 49,960
Market research 90,000
Office rental 1,100,000
Office repairs & maintenance 120,000
Office teas & catering 80,000
Overseas travelling expenses 60,000
Photocopies 3,000
Printing & stationery 154,904
Promotion 80,000
Publications 18,600
Publicity-advertising/media 120,000
Publicity-branding 36,000
Publicity-clisplay material 40,000
Publicity-everts 273,500
Publicity-exibit & corferences 33,000
Publicity-newsclip 21,000
Publicity-newsletter 30,000
Publicity-promotional gifts 54,000
Publicity-web site 30,000
Secretarial fees & expenses 40,000
Public affairs 12,000
Staff travelling expenses-accomodation 265,700
Staff travelling expenses-air 616,331
Staff travelling expenses-car hire 145,780
Staff travelling expenses-out of town 63,560
Staff travelling expenses-premier lounge 20,582
Treasury fees 283632

30,216,205
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HOUSES & SITES IN CONTRACTS SIGNED
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7.
THREE-YEAR PROJECTED OUTPUTS

7.1
Assumptions

The tables that follow, present Nurcha’s three-year projected outputs, with 2006/7 as the base year. In each table, the columns for the 2nd and 3rd years, also show the percentage growth from the prior year (in brackets).

The assumptions which have been hinted at in section five are spelt out here:

i. In all cases the year 2008/9 is too far in the future, with too much that might change, to make accurate forecasts of rapid growth. Accordingly, in most cases, we have been conservative in our predictions of growth in the outer year of this three-year cycle. The one exception is the area of financing infrastructure and community facilities. We are confident that the momentum now building will continue for the next few years.

ii. We expect rapid growth in subsidy housing delivery in Nurcha’s capacity to finance this in 2007/8. Although prospects are good for further growth the following year, we do not wish to budget for that until we have a clearer view of the momentum actually achieved.

iii. We are uncertain of our future role in rental financing, and so have chosen to budget conservatively in this category.

iv. Servicing of sites is likely to gain momentum in the year 2007/8, but how long that will continue is uncertain. Hence we are unable to budget for growth in new business in 2008/9.

v. The financing of infrastructure and community facilities is likely to show strong growth over each of the next three years as ASGISA takes root.

vi. The small subcontractor programmes will be new this year. If successful, it will grow rapidly. However, it is too early to budget for this growth. By the time of our mid-year review, a more accurate projection should be possible.

In summary, during the three-year period April 2006 to March 2009, Nurcha budgets to approve loans with value total of R1.5 billion, supporting 859 projects with a total value of R7.4 billion.

The 380 housing and site servicing projects will contain a total of 150 000 houses. We estimate that 106 000 houses and serviced sites will be delivered on Nurcha financed projects in this time. 

If Nurcha is able to deliver on this budget, we will have made a substantial contribution to the delivery of housing, infrastructure and community facilities in sustainable human settlements.

The contributions to entrepreneurial development, job creation and the expanded public works programme will also have been significant.

7.2
Loan Contracts Signed, Houses and Serviced Sites in Contracts: 2007-2009

[image: image13.png]HOUSES/SITES & INFRASTRUCTURE PROJECTS COMPLETED)
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NOTE: Percentages in brackets reflect growth on prior year targets

7.3
Value of Loans Signed and Project Values: 2007-2009

[image: image15.png]Balance Sheet
1. Money market and call deposits have increased by R27 million in the budget year

1.1 This is mainly due to a R20 million payment from the Departrent of Housing which is
budgetted to be received in October 2006

2. Investments and loans to housing projects have increased by R103 million or 64%.
3. Equity has reduced by R76 millon
3.1 The increase in Capital Grants of R20 million reflects the second payment by the
National Department of Housing
3.2 The Housing Fund has reduced by R90 million following the reclassification of borrowings
raised for housing to Bank Overdrafts

4. Bank overdrafts reflect an increase of R206 million

4.1 This substartial increase is due to the reclassification referred to in 3.2 above and
anincrease in borrowings to fund the R103 millon additional loans to housing projects

5. The Project loss provision reflects the portion attributable to old Guarantee business and should
workits way out of these financial statements. Other Project loss provisions are set off against loans to housing projects





7.4
Houses and Serviced Sites Completed


Infrastructure Projects Completed 2007-2009




8. BUDGET FINANCIAL STATEMENTS

In the past, Nurcha’s financial reports were structured by two realities.

i. Losses on project guarantees were made good by claims against guarantors. Thus project losses were neutral in their impact on the income statement.

ii. In recent years, when administrative costs exceeded income, the deficit was made good up to certain limits by the Open Society Institute.

With Nurcha’s recapitalisation, it is expected that the company will in future sustain itself through income generated from investments and loans.  Project losses will be reflected on the income statement in the year they occur, and there is no likely subsidy for operating costs going forward.

We have accordingly restructured the financial statements from this budget year, and this will lead to some apparent anomalies in the comparisons between the budget and prior years.  The new structure will allow a much clearer picture of Nurcha as a trading entity, and of the viability of our different lending programmes.

The summarised budget income statement, a schedule of budgeted expenditure and the budget balance sheet are contained on the following pages.

The detailed budget statements are attached as Annexure 3.

8.1 
Budget Income Statement


8.1.1
Comments on Income Statement


8.3
Balance Sheet


8.3.1
Comments on the Balance Sheet


9.
THREE-YEAR BUDGET FINANCIAL STATEMENTS

The budget income statement and balance sheet for the three years till March 2009 follows. They follow the assumptions about the growth of the business set out in the three-year output budget as set out in Section 7.

9.1
Income Statement

9.2 Balance Sheet


TABLE 5





TABLE 4





TABLE 3








	





8.2	Schedule of Budgeted Administrative Expenditure














	








	








	





Loans to Small/Emerging Contractors & Developers





Loans to Established Contractors & Developers





Nurcha Development Finance (Pty) Ltd


(NDF)


Established Contractors


(Standard Bank)








Intermediary Lending Institutions





Nurcha Direct Financing





Nurcha Equity Services (Pty) Ltd





(NES)


Established Contractors (FNB)





Joint Equity Investment in Housing (Pty) Ltd


(JEIH)


Emerging Contractors


(FMO)





Nurcha Finance Company


(Pty) Ltd


(NFC)


Emerging Contractors


(OPIC/RMB)





NURCHA


(Section 21)





Sources of Capital


Capital Markets


Development Insts.





SEDF





Dept of Housing





TABLE 6





TABLE 7





TABLE 8











� During the year 2005/6 Nurcha has received R61.660 million ($10 million) from SEDF. A first tranche of R22 million from the Department of Housing was due at the time of writing. A second tranche of about R20 million is on the Department’s budget for the 2006/7 financial year.


� In the year to March 2006, Nurcha has agreed facilities with FNB (R85 million) Standard Bank (R85 million) and FMO (a Dutch Development Funder) for R45 million. In the year to March 2007 we need to commit these funds and then go back for further tranches if required.


1 The percentage increase, for contracts signed, excluding the new programme for sub contractors, is 44%. Including the new programme would distort the figures up, when in fact these 80 loans only reflect R1.44 million in total loan size.
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