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BILL
TO provide for the equitable division of revenue raised
national, provincial and local spheres of government; and
therewith.

PREAMBLE

nationally among the
for matters connected

WHEREAS section 214(1) of the Constitution requires an Act of Parliament to provide
for—

(a)

(b)

(c)

the equitable division of revenue raised nationally among the national,
provincial and local spheres of government;
the determination of each province’s equitable share of the provincial share of
that revenue; and
any other allocations to provinces, local government or municipalities from
the national government’s share of that revenue, and any conditions on which
those allocations may be made.

BE IT ENACTED by the Parliament of the Republic of South Africa, as
foHows:-

Definitions

1. In this Act, unless the context requires otherwise—
(i) “accounting officer” means the head of a department or a statutory fund in 5

the national sphere of government charged with the responsibility of
accounting for all moneys received and for all payments made by the
department or the fund; (xi)

(ii) “Bargaining Council” means the Public Service Coordinating Bargaining
Council referred to in section 35 of the Labour Relations Act, 1995 (Act No. 10
66 of 1995); (i)

(iii) “Budget Council” means the council established by section 2 of the
Intergovernmental Fiscal Relations Act, 1997 (Act No. 97 of 1997); (ii)

(iv) “constitution” means the Constitution of the Republic of South Africa, 1996
(Act No. 108 of 1996); (viii) 15

(v) “Director-General” means the Director-General: Finance; (vi)
(vi) “financial year” means the period commencing on 1 April 1998 and ending

on 31 March 1999; (vii)
(vii) “gazette” means the national Government Gazette; (xiv)

(viii) “head of the provincial treasury” means the chief executive officer of the 20
provincial department charged with the responsibility for provincial expendi-
ture or, if a province does not have a separate provincial department charged
with the responsibility for provincial expenditure, the head of the department
of finance in the province concerned; (ix)

(ix) “Nlinister”  means the Minister of Finance; (x) 25
(x) “next  financial year” means the period commencing on 1 April 1999 and

ending on 31 March 2000; (XV)
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(xi) ‘“payment schedule” means a schedule setting out—
(u) the amount of each installment of an equitable share or an allocation to be

transferred to a province or local government for the financial year;
(b) the date on which each such installment must be paid; and
(c) to whom each such installment must be paid; (iii) 5

(xii) “relevant members of the provincial executive councils” means, in respect
of the South African Housing Fund, the members of the executive councils of
the provinces responsible for housing, and, in respect of the Consolidated
hlunicipal  Infrastructure Programme and Masakhane, the members of the
executive councils of the provinces responsible for those matters; (iv) 10

(xiii) “relevant Minister” means, in respect of the South African Housing Fund,
the Minister responsible for housing, and, in respect of the Consolidated
hfunicipal Infrastructure Progratmne  and Masakhane, the Minister respon-
sible for local government; (v)

(xiv) “R293 town” means a township within the meaning of Proclamation R293 of 15
1962: (xii)

(xv) ‘“ S.4LGA” means the organisation recognised in terms of the Organised
Local Government Act, 1997 (Act No. 52 of 1997), as the national organisa-
tion representing municipalities in the Republic. (xiii)

Equitable division of re~enue raised nationally amongst the spheres of government 20

2. (1) Anticipated revenue raised nationally in respect of the financial year is hereby
divided among the national. provincial and local spheres of government as set out in
Schedule 1.

(2) The Director-General, after considering any recommendations of the Director-
General: Constitutional Development. must determine a payment schedule in respect of 25
the equitable share for the local sphere of government.

(3) Befor< making a recommendation contemplated in subsection (2), the Director-
General: Constitutional Development must consult SALGA and take its views into
account.

(4) The payment schedule referred to in subsection (2) may provide for payments to 30
organised ]o~al goyemment.

Equitable &vision of provincial share amongst provinces

3. (1) Each pro~rince”s equitable share of the provincial share of anticipated revenue
raised nationally in respect of the financial year is as set out in Schedule 2.

(2) Except where a transfer has been slopped in temls of section 216 of the 35
Constitution. each profince’s equitable share of the provincial share of anticipated
revenue raised nationally in respect of the financial year must be transferred to the
province in \veekly instaltnents in accordance with a payment schedule “determined by
the Director-General after consultation lvith the heads of the provincial treasuries.

(3) The Director-General. on conditions detemined  by the Minister, may advance 40
funds to a pro~ince in respect of its equit:lble  share for a financial year. Such advances
must be set off against payments to the pr~~ince in respect of its equitable share as and
when those payments become due during that financial year.

Shortfalls and excess revenue

4. (I) If actua} revenue raised nationally in respect of the financial yea falls short of 45
the anticipated revenue set out in Schedule 1. the national government bears the
shortfall.

(2) If actual revenue raised nationally in respect of [he financial Year is in excess of the
anticipated re~enue set out in Schedule 1. the e~cess accmes [O the national government.

Other allocations to pro\_inces, 10Cd  iwernment  or municipalities

5. ( 1 ) Other allocations to provinces. local g(~vemnlent  or municipalities from the

national go\emment”s share of anticipated ‘evenue  ‘sised ‘ationallY  in respect of the
financial year. and the conditions on f~”hich ‘hose ‘l] ’Kurions  are made. are as set out in
Schedule 3.

50
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(2) Subject to subsection (3), the allocations to provinces set out in Schedule 3 in
respect of health professional training and research, central hospital services, R293
towns and the local government transitional reserve, respectively, must be transfen-ed in
accordance with a payment schedule determined by the  Director-General after
consultation with— 5

(a) the accounting officer for the vote concerned; and
(b) the heads of the provincial treasuries.

(3) An accounting officer may withhold from a province the transferor a portion of it
in respect of an allocation referred to in subsection (2), or a portion of the allocation,
only if— 10

(a) the accounting oficer  has submitted to the Minister and the province a written
report setting out facts evidencing failure on the part of the province to comply
with the conditions on which that allocation is made and recommending the
withholding of the transfer of the allocation or the stated portion of it; and

(b) the Minister has approved the withholding of the transfer of that allocation or 15
portion of it.

(-$) Subject to subsection (5), the allocation to a province set out in Schedule 3 in
respect of the item “Supplementary Allocations to Provinces” in the Finance Vote, must
be transferred to a province in accordance with a payment schedule determined by the
Director-General after consultation with the head of the provincial treasury concerned. 20

(5) Transfers to a province in respect of the allocation referred to in subsection (4)
must commence in the calendar month subsequent to the month in which that province’s
legislature  adopts  a budget  for the financial year  which  complies with  the  conditions on
which that allocation is made.

(6) Subject to subsection (7), the allocation to provinces set out in Schedule 3 in 25
respect of impro~rements  of conditions of service must be transfemed  to the provinces in
accordance with a payment schedule determined by the Director-General after
consulting—

(a) the accounting officer concerned; and
(b) the heads of the provincial treasuries. 30

(7) Transfer to a province in respect of the allocation referred to in subsection (6) must
commence in the calendar month in which the improvements take effect.

(8) The amount allocated in Schedule 3 to each province in respect of the South
African Housing Fund, the Consolidated Municipal Infrastructure Programrne  and
Masakhane,  respectively, may be adjusted with the approval of the relevant Minister 35
either—

(a) in accordance with generally applicable performance criteria determined by
the relevant Minister after consultation with the relevant members of the
provincial executive councils; or

(b) in accordance with an agreement between the relevant Minister and the 40
relevant members of the provincial executive councils.

General

6. (1) A transfer made to a province in error must be regarded as not having been
received by the provincial government for the purposes of its Revenue Fund and must be
recovered without delay by the accounting officer responsible for the transfer. 45

(~) ,MoneY  transferred to local government  or a municipality in error must be
recovered without delay by the accounting officer responsible for the transfer.

(3) The Director-General may amend a payment schedule in the interests of improved
debt and cash flow management, after consulting the person or persons whom the
Director-General was required to consult before determining that payment schedule. 50

(4) An accounting officer may effect a transfer to a province, local government or
municipality during the financial year in respect of an allocation other than an allocation
set out in Schedule 3 only if the Minister has published a notice in the gazette approving
the allocation and determining—

(a) the purpose of the allocation; 55
(b) the amount of the allocation;
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(c) to whom the allocation is made; and
(d) any conditions on which the allocation is made.

(5) If a transfer contemplated in subsection (4) was effected to a province, local
government or municipality between 1 April 1998 and the date on which this Act took
effect— 5

(u) the accounting officer concerned must inform the Minister of that transfer
within seven days after the date on which this Act took effect; and

(b) the Minister must without delay publish a notice in the gazette containing the
information required by subsection (4).

Next financial year 10

7. (1) The Director-General may effect transfers to provinces, local government and
municipalities in respect of their anticipated equitable shares for the next financial year
in the following manner:

(u) An amount equal to a maximum of fifty-five per cent of the equitable share of
local government set out in Schedule 1 may be transferred to local 15
government or municipalities in the first six calendar months of the next
financial year in accordance with a payment schedule determined by the
Director-General after consultation with the Director-General: Constitutional
Development; and

(b) an amount equal to a maximum of fifty-five per cent of the equitable share of 20
each province as set out in Schedule 2 may be transferred to each province in
the first six calendar months of the next financial year in accordance with a
payment schedule determined by the Director-General after consultation with
the heads of the provincial treasuries.

(2) Amounts transferred in terms of subsection (1)(a)  and (b) must be deemed to be 25
installments of the equitable share allocations of the provincial and local spheres of
government, respectively, for the next financial year.

Short title

8. This Act is called the Division of Revenue Act, 1998.
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SCHEDULE1

Equitable division of revenue raised nationally among the three spheres of
government

Sphere Share  (K 000)

Notional 78456 S62

Provincial 79117435

Local 1 ()~~()()~
1 1 J
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sCHEDULE 2

Determination of each province’s equitable share of the provincial sphere’s
of revenue raised nationally

(as a direct charge against the National Revenue Fund)

I
Province .&Iiowtim (R 000)

Eastern Cape 14073061

Northern Cape 1964190

W’es[em  Cape 7964599

K\\ Zulu-satal 15507854

Free State 5432 157

MpumAm:a
5~13416

Northern Province 10424106

North Jyest 6837145

Gauten: 11700907

share



I

—

I

I I



,



18
—



20

I

I I
1 1

I

I I

I
. . . . . . . . . ,7’.  - ——

__-—...  ~r,—-~— .  — — - —
s.-.-.—-—_ . .

___—.—



22

I

I



—

I

a

I I

-__.  ____– . .-





.

*NW- W
Wwew
m- m-l 8
Wul+-1 0
WWI  --J
.PN20.J

w -

I I



30

.,_. .. ..—--—--- ——
s .G --- — -Fv-—-  -...-..  -–  . ....3s=--==---~-m..z.— r-—



.+  . . . . . .. . . . . . . . . . . . . . .  .  . .

32



. . .    

34

I

I



36



38

‘a ‘i7 ‘a

z

15

J

i

I I ,

i r- --

[ 1



I



I I

—



44

I

I

—

I I

1



46



=-.— - . . . . . . . ._ .__a _. ,.-.= W.

. ---- ,

-!



50

MEN1OR4NDUM ON THE OBJECTS OF THE DIVISION OF
REVENUE BILL. 1998

Section 214( 1) of the Constitution requires an Act of Parliament to provide for—
(a) the equitable division of revenue raised nationally among the national,

provincial and local spheres of government;
(b) the determination of each province’s equitable share of the provincial share of

that revenue; and
(c) any other allocations to provinces, local government or municipalities from

the national government’s share of that revenue, and any conditions on which
those allocations may be made.

Section 214(2) of the Constitution requires that the Bill maybe enacted only after the
provincial governments, organised local government and the Financial and Fiscal
Commission (“FFC”)  have been consulted and after any recommendations of the FFC
have been considered. It further provides that the Bill must take into account—

(a) the national interest
(b) any provision that must be made in respect of the national debt and other

national obligations;
(c) the needs and interests of the national government, determined by objective

criteria;
(d) the need to ensure that the provinces and municipalities are able to pro~’ide

basic services and perform the functions allocated to them;
(e) the fiscal capacity and efficiency of the provinces and municipalities;
(/) developmental and other needs of provinces, local government and munici-

palities;
(g) economic disparities within and among the provinces;
(h) obligations of the provinces and municipalities in terms of national

legislation;
(i) the desirability of stable and predictable allocations of revenue shares;
(j) the need for flexibility in responding to emergencies or other temporary needs.

and other factors based on similar objective criteria.
In terms of section 10 of the Intergovernmental Fiscal Relations Act, 1997 (Act No.

97 of 1997) (“the Act”), each year when the annual budget is introduced, the Minister
of Finance must introduce in the National Assembly a Division of Revenue Bill for tie
financial ~ear to which that budget relates.

The Act requires that the Bill must be accompanied by a memorandum explaining—
(’a) how the Bill takes account of each of the matters listed in section 214(2)(a,J  to

/j) of the Constitution;
(b,) the extent to which account was taken of any recommendations of the FFC

submitted to the Minister or any consultations with the FFC; and
(c) any assumptions or formulae used in arriving at the respective shares of the

Yarious spheres of government.
The Division of Revenue Bill, 1998, is introduced to comply with these requirements

of the Constitution and the Act.
The memorandum required by section 10 of the Act is contained in Annexure  E of the

Budget Re~iew.
The Bill sets out in three separate schedules—

(a) the respecti~re shares of revenue raised nationally which are allocated to the
nationaI, provincial and local spheres of government;

(b) the respective shares of the provinces; and
(c) those allocations to provinces and municipalities which are made from the

national government’s share of revenue.
Clause 2 of the Bill provides for anticipated revenue raised nationally to be equitably

divided among the national, provincial and local spheres of government as set out in
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Schedule 1. This Clause makes provision for a payment schedule in respect of local
government’s equitable share in order to meet the constitutional requirement that the
Bill must take into account the desirability of stable and predictable allocations of
revenue shares. It also makes provision for payments to organised local government.

Clause 3 provides for each province’s equitable share which is set out in Schedule 2
to the Bill. This Clause also provides for a payment schedule on the basis of weekly
instaIments  to the provinces in order to establish stability and predictability of transfers.
These scheduled transfers are made subject to section 216 of the Constitution which
allows transfers to be stopped in certain circumstances. The Director-General of Finance
is authorised to make conditional advances of funds to a province in respect of its
equitable share for the financial year.

Clause 4 determines what will happen to actual revenues should there be an excess or
shortfall of anticipated revenue for the financial year.

Clause 5 refers to all other allocations to provinces, local government or
municipalities from the national government’s share of revenue. These allocations, most
of which take the form of conditional grants, are set out in Schedule 3 to the Bill. They
are made in respect of the departments of Constitutional Development; Education;
Finance: Health; Housing; Public Service and Administration; Sports and Recreation;
Transport; Water Maim; and Welfare.

lhs Clause provides for a payment schedule for the major grants. It also provides for
a fair process for the stopping of funding in respect of those allocations for which such
stoppage could have adverse effects on significant provincial obligations like central
health services and payments to R293 towns (towns formerly administered by
self-governing 13antustans).

Clause 5 also contains specific provisions relating to the supplementary allocations
for provinces under the Fhmnce vote, allocations in respect of improvement of
conditions of semice under the Public Service and Administration vote and the amount
allocated to each province in respect of the allocation for the SA Housing Fund under the
Housing ~ote, the Consolidated Municipal Infrastructure Programme and allocations for
Masakhane under the Constitutional Development vote.

Clause 6 covers a number of general matters. It provides that transfers made in error
must be recovered without delay by the accounting officer responsible for the transfer. It
authorises the Director-General: Finance to amend payment schedules in the interests of
improved debt and cash flow management, and it stipulates the procedures that must be
followed by an accounting officer in a national department who wishes to make a
transfer or allocation which is not authorised by Schedule 3 of this Bill.

Clause 7 authorises transfers to be made to the provinces and local government in
respect of their anticipated equitable shares in the first six months of the 1999/2000
financial year, prior to the enactment of the Division of Revenue Bill, 1999. These
transfers will be deemed to be installments of the equitable share transfer for that
financial ~:ear.

As this 1s a Bill mentioned in section 76(4)(b) of the Constitution, the Department and
the State Law Advisers are of the opinion that the Bill must be dealt with in accordance
with the procedure established by section 76(1) of the Constitution.


