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BILL 
To provide for the  equitable division of revenue raised  nationally among the 
national.  provincial and local spheres of government for the 2002/2003 financial 
year; to provide far  reporting requirements for allocations  pursuant to such 
division; to provide for the withholding and  the  delaying of payments; to provide 
for liability for costs incurred in litigation in violation of the principles of 
co-operative  governance  and intergovernmental relations; and to provide for 
matters connected therewith. 

PREAMBLE 

WHEREAS section 2 11( 1 ) of the Constitution  requires an Act of Parliament  to  provide 

the equitable  division of revenue  raised  nationally  among  the  national, 
provincial  and  local  spheres of ~ movernment: 
the  determination of tach  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 al1oc;ltions  may be made. 

B E IT THEREFlOIIE  ENACTED by the  Parliament o f  the  Republic of South  Africa. 
as  follows:-- 

Definitions 

1. In this  Act.  unless  the  context  indicates  otherwise. a word to which a meaning  has 
been  assigned in t h e  Public  Finance  ManaFement  Act  bears  the  same  meaning. and- - 

"accredil:ed bank account" means- 
( ( 1 )  in respect of a province. a bank  account o f  the  provincial  Revenue  Fund 

which  the  head official o f  the  provincial  treasury  has  certitied to the 
National  Treasury as the bank account  into  which  allocations in terms of 
this  Act  must be deposited:  and 

(Dl in respect of a municipality. a bank  account of a  municipality  which  the 
municipal  manager  has  certified to the  national  accounting otficer 
responsible for local government as the  bank  account  into  which 
allo'cations in terms of this Act  must  be  deposited: 

"Director-General"  means  the  Director-General o f  the  National  Treasury: 
"tinancial  year"  means. in respect of the  national  and  provincial  spheres o f  
government,  the financial year  commencing on 1 April 2002 and  ending on 3 1 
March 2003 and. in  respect of the local sphere of government.  the  financial 
year  con-lmencing on 1 July 2002 and  ending on 30 June 2003; 
"head  offizial of the provincial  treasury"  means  the  head official of the 
provincial  department  responsible for financial  matters in  the  province: 
"Intergovernmental Fiscal Relations  Act"  means  the  Intergo\ernmental 
Fiscal  Relations Act. 1997  (Act  No.  97 of 1997): 
"municipality"  means a municipality  established in terms of the  Municipal 
Structures  Act; 
"municipal  accountins officer" means the municipal  manager of a munici- 
pality: 
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"Municipal  Structures  Act"  means  the  Local  Government:  Municipal 
Structures .Act, 1998  (Act No. 117 of 1998); 
"next  financial  year"  means. in respect of the  national  and  provincial  spheres 
of government.  the financial year  commencing on 1 April  2003  and  ending on 
3 1 March 2004 and. in respect of  the local  sphere of government.  the  financial j 
year  commencing on 1 July  2003  and  endins on 30  June  2004: 
"payment  schedule"  means an instalment  schedule  which  sets out- 
( ( I )  the  amount of each  instalment of an equitable  share or other  allocation  to 

be  transferred to a  province or municipality  for  the  financial  year: 
t b ,  the tia1.e on which  each  such  instalment  must  be  paid;  and 1 0 
i c i  to  whom.  and to which  accredited  bank  account.  each  such  instalment 

"prescribe"  means  prescribe by regulation in terms of section j ? :  
"Public  Finance  Management Act" means  the  Public  Finance  Management 
Act. 1999 I Act No. 1 of 1999): 15 
"receiving officer"- 
ill) i n  re:jpect of a Schedule 3 allocation  transferred  to a pro\  ince.  means  the 

hzad official of a  provincial  treasury  acting  with  the  concurrence  of  the 
accounting  officer of the  provincial  department  receiving  the  allocation: 
in respect of a Schedule 1 allocation  transferred to a pro\.ince.  means  the 2 0  
accounting  officer of a provincial  department  which  receives  such 
allocation:  or 

i c )  in  respect of a Schedule 5 allocation  transferred  to  a  municipality.  means 
the  municipal  accounting  officer of that  municipality; 

"SXLGA'. means the national  organisation  recognised in terms of section 25 
21 I i ( u ,  o f  [he Organised  Local  Government  Act,  1997  (Act No. 52 of 1997i: 
"transferr;n;g  national  oificer"  means  the  accounting  officer  responsible  for  a 
national  department u hich  transfers to a  province or municipality a Schedule 
3. 4 or 5 allocation. but excludes  the  accounting  officer of the  National 
Treasury i n  respect of an  allocation  listed in those  Schedules  and  which is on 30 
the  vote of t.he National  Treasury: 
.'transferring  provincial  officer"  means  the  accounting  officer  responsible  for 
a  provincial  department  which  receives  a  Schedule 4 or 5 allocation  for  the 
purpose of transferring i t  to a municipality in the  relevant  province. 

musl. bse paid: 

PART I _ _  7 i  

OBJECTS OF ACT 

Promoting co-operative  governance in intergovernmental  budgeting 

2. The  objects of this  Act  are to- 
provide for the equitable di\ ision of revenue  raised  nationally  among  the  three 
spheres of ~ wvernment: 10 
promote  co-operati\e  governance in the budget  allocation  and  transfer 
process: 
promote  better  co-ordination  between policy. planning.  budget  preparation 
and  execution  processes: 
promote  predictability  and  certainty in respect of all  allocations  to  provincial 45 
and  local  gobernments  to  enable  such  governments tu plan their  budgets  over 
a multi-year ;oeriod: 
promote  transparency  and  equity in a11 allocations.  including in respect of  the 
criteria  for  their  division: 
promote  accountabilit)  for  the  use of public  resources  by  ensuring  that a11 50 
transfers  are  reflected  on the budget of benefiting  provincial  and  local 
governments.  and  are  subjected  to an audit: 
ensure  that  proper  financial  management is applied:  and 
ensure  that  legal  proceedings  between  organs of state of the three  spheres  of 
government  are  avoided. 55 
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PART I1 

EQUITABLE  SHARE  ALLOCATIONS 

Equitable  division of revenue raised nationally among  spheres of government 

3. ( 1 ) Anticipated  revenue  raised  nationally in respect of the  financial  year  is  divided 
among  the  national.  provincial  and  local  spheres of government  for  their  equitable  share 
as set  out in Column A of Schedule 1. 

( 2 )  X recommended  division of anticipated  revenue  for  the  next  financial  year  and 
the 20042005 financial year. and  which is subject  to  the  provisions of the  annual 
Division of Revenue  Act in respect of those  tinancial  years, is set  out in Column B of 
Schedule !, 

( 3 )  Despite  sul-#section ( 2 ) .  the Minister  may. in respect of the  next  financial  year  and 
until the  commencement of that financial year's  Division of Revenue  Act.  determine  that 
an amount not  excel-ding 45 per cent of  the recommended  division  for  the  next  tinancial 
year. be tranrfen-etf as a direct  charge  against  the  National  Revenue  Fund  to  each 

1 

province  and to a  municipality  contemplated in section 5(  1). 
~~ 
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Equitable division of proyincial share among provinces 

4. ( 1 ) Each  pro\.rnce'>  equitable  share of the provincial  share of anticipated  re\'enue 
raised  nationally in respect of the  financial  year is set out in Column X of Schedule 2.  

(21 Each  prov~nce's  equitable  share  conternplated in subsection  (1)  must  be 
transferred  to the province in weekly  instalments in accordance  with  a  payment  schedule 20 
determined by the  National  Treasury  after  consultation  with  the  head  officials of the 
provincial  trewu-ies. 

( 3  j Despite  subsection ( 2 ). the National  Treasury  may, on such  conditions  as it may 
determine.  advance  funds to a province in respect of its  equitable  share  contemplated in 
subsection ( 1 I, Nhich  have not yet fallen  due  for  transfer in accordance  with  a  payment 25 
schedule  referred  to In subsection ( 2 )  in respect of that  province. 

the  province  which u o d d  othenvise  become  due in terms of that  payment  schedule. 
(4j The ad\:ances contemplated in subsection ( 3 )  must be set-off against  transfers to 

Equitable  share for local government 

5 .  1 1  The  national  accounting officer responsible for local  government  must.  not  later 3 0  
than 14 days  after  this  Act  takes  effect,  determine  the  allocation  for  a  municipality in 
respect of the  equil.able share for the  local  sphere of government  set  out in Schedule 1 
and  such  determmltion  must  be  published by the ,Minister in  the Gczrerre. 

( 7 )  The  criteria I'or determining  the  division  contemplated in subsection ( 1 )  must be 
in accordance  with a policy  frame\vork  approved by the  National  Treasup  after 35 
consultation  with SALGX and must  take into  account  the  fiscal  capacity of each 
munlcipality w i t h  LL v i m  t o  the prioritisation of the  funding of municipalities  which  bear 
primary  responsibility  for  basic  service  delivery. 

( 3 )  Despite  subsection ( I i. the national  accounting officer responsible for local 
government may. after  consultation ni th  the relevant  member of the  executive  council 40 
responsible  for locd  gowrnment  and in accordance  with a prescribed  procedure,  amend. 
in  respect  of a categor! B o r  C municipality. a determination  made in terms of that 
subsection if. as a result of  infornution  obtained  after  that  determination.  there is reason 
to believe  that  ;uch an amendment will ensure  better  compliance  with  the  criteria 
contemplated in subsection ( 2 ) .  45 
(4) The  national  accounting officer responsible for local  government  must. in the 

determination  contemplated in subsection ( 1  ), also indicate  the  recommended  division 
of anticipated  re\  tnue for the next tinuncial  year  and  the 2004/2005 financial  year. 

( 5 )  The  allocation  to  each  municipality  contemplated in subsection ( I ) must  be 
transterred  to  that  municipality in quarterly  instalments in accordance  with a payment 50 
schedule determin8:d by the national  accounting officer responsible  for  local  government 
after  consultation  with the Xational  Treasury:  Provided  that  such  instalments  are 
transferred not latzr  than the end of  May. August.  November and February. 

( 6 )  Despire  wbsection ( 5 ) .  the national  accounting  officer  responsible  for  local 
Government may. after  consultation  with the National  Treasury. on such  conditions as he 55 
or  she  may  determine. ad! ance  funds to a  municipality in respect of its  equitable  share 
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contemplated in subsection ( ' 1, nhich  have  not  yet  fallen  due for transfer  in  accordance 
with  a  payment  schedule  referred to in subsection (5) in  respect of that  municipality. 

(7) The  advances  contemplated in subsection (6) must  be  set-off  against  transfers  to 
the  municipality  which  would  otherwise  become  due in terms  of  that  payment  schedule. 

Shortfalls  and  ex'cess  revenue 

6. ( 1) If actual  rcvenue  raised  nationally in respect of the  financial  year  falls  short of 
the  anticipated  reI'enue  set  out in Schedule 1, the  national  government  bears  the 
shortfall. 

( 2 )  If actual  revenue  raised  nationally in respect of the  financial  year is in excess  ofthe 
anticipated  revenue  set out in Schedule 1, the  excess  accrues to the  national  government 
and  forms part  of its  equitable  share. 

13) Despite  subsation ( 2 ) .  the national  government  may, by means of an  adjustment5 
budget  or  any  other  appropriation  legislation.  and  additional to the  equitable  share 
allocation  and  the  allocations  contemplated in Part 111. make  further  allocations to the 
provincial  and locnl ,spheres of government  from its share of revenue  anticipated  to be 
raised nationall!.. 

PART 111 

OTHER  .IL;LOCATIOSS  TO PROVINCES AND MUNICIPALITIES 

General  norms and standards  for all allocations 

7 .  ( 1 )  Other  .lllocations to provinces  and  municipalities  from  the  national  govern- 
ment's  share of' anti'zipated  re\enue  raised  nationally  are  set  out in Column  A of 
Schedules 3.4. 5 and 6 as follows.  and  must.  except in respect of Schedule 6 allocations. 
be  transferred in terms of a  paJ'ment  schedule  submitted  to  the  National  Treasury not 
later  than 14 days  after  this  Act  takes effect: 

f a )  Schedule 3 contains  allocations  to  provinces  for  general  and  nationally 

(0 )  Schedule 4 contains  allocations to provinces  for  specified  purposes: 
( c j  Schedule 5 contains  allocations to municipalities for specified  purposes:  and 
(d l  Schedule 4 contains  allocations-in-kind to provinces  and  municipalities  for 

( 2 )  X recornmended  division of anticipated  allocations to provinces  and  municipali- 
ties  for  the  next  financial  year  and  the 2004/2005 financial  year  and  which is subject to 
the provisions of the  Division of Revenue  Acts for those  financial  years i s  set  out in 
Column B of the  Schedules  referred to in subsection (1) .  

( 3 )  Despite  subseztion 12), the  Minister  may, in respect  of  the  next  financial  year  and 
until the  commencement of  the relevant  Division  of  Revenue  Act.  determine  that  an 
amount not exceeding 45 per cent of the  recommended  division of the allocation  for the 
next  financial  year Set out in  Schedule 3. 1 or 5 be  transferred to a province  or 
municipality. 

Transfers to public or private  entities 

assigned  functions: 

designated  special  programmes. 

8. Transfers to puhhc or other  entities in order to perform  a  function  that is normally 
the  responsibility of a  province  or  municipality.  must be regarded  as  being  transfers to 
such  province or municipality. 

Transfers not listedl in Schedules 

9. ( I )  The  transfer of an  allocation  not  listed in the  Schedules  contemplated in Part 111 
of this  Act  may  only be made  with  the  permission of the Minister  and  must be published 
in the Gc~et re .  

( 2 )  The  permission  contemplated in subsection ( 1 ) may  only  be  granted if- 
i r z )  the  allocatron  is  approved by Parliament in an  adjustments  budset or any  other 

(0) the  allocation is for  the  purpose of defraying  expenditure  of an exceptional 

( 3 )  The  transferring  national officer must. in respect of  an allocation  contemplated in 

appropriat:lon  legislation: or 

nature  contemplated in section I6 of the  Public  Finance  Management  Act. 

subsection i I )- 
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( a )  comply  with  the  ieporting  and  monitoring  requirements  determined  by  the 
National  Treasury:  and 

(b)  submit 1.0 the  National  Treasury  an  assessment  of  the  likelihood  for  the 
province or municipality  which  receives, or benefits  from it. to spend it or 
benefit from it in the  financial  year. 5 

Provincial infrastructure allocation 

10. A  Provincial  Treasury  must. in respect of an allocation  for  provincial 
infrastructure  listed in Schedule 3. not later  than 1-1. days  after  this  Act  takes  effect. 
ensure  that  the probince- 

f u i  submits  to  the  National  Treasury  a plan in the  format  determined by the I O  
National. Treasury on proposed  spending  for  the  financial  year,  the  200312004 
financiali year  and the 3004/2005  financial  year:  and 

/ / I )  inclicate:i to  what  extent it will match  the  allocations  contemplated in  
paragraph i o ) .  

Municipal infr:lstructure allocations 15 

11. ( I )  Allocations  for  addressing  backlogs in  basic municipal  infrastructure  and 

( 2 )  Any allocation  contemplated in subsection ( I )  which is intended.  entirely or I n  

wr\,ices are set out in  Schcdulc 5 .  

part.  for the conbtruction.  maintenance  or  rehabilitation of municipal  infrastructure- 
f u )  may  only  be  transferred in terms of a policy  framework  approved by the 70 

National  Treasur) : 
/ / I ,  must be accompanied by an indication of the  recommended  amounts of a 

similar  allocation  for  the next financial  year  and  the 3004/3005 financial year. 
unless  the  National  Treasury  grants  exemption  from  compliance  with this 
requirement:  and 25 

f c )  must be in accordance v,ith a distribution  formula  approved  by  the  National 
Treasury. 

Transfer of ass,ets to municipalities 

12. A  transferrinz  national officer or a transferring  pro\,incial officer may not make 
any commitment to a municipality. of assets  or any other  financial  resource.  including an -3) 
allocation-in-kind or a future  asset  transfer.  intended.  entirely  or in part.  for the 
construction.  maintenance or rehabilitation of municipal  infrastructure without- 

( ( I )  that  municipality's  confirmation  that it will take  transfer of such  asset  for 
operating  purposes: 

( b )  a realistic  estimate of  the future  value of  the asset  and  potential  liability. 35 
including a reflection on the budget of the benefiting  municipality of tht. 
associated  operating  costs:  and 

f c ' )  the  approval  of the municipal  council  and the national  accounting oficer 
responsible for local go\ernment. 

hlunicipal  capacity building allocations 40 

13. ( 1 )  A n y  transfer  of an allocation  aimed at developing  and  improving  municipal 
systems anti the  capacity o f  municipalities to perform  functions  assigned to them  may 
only be made In terms of a framework  determined by the  national  accountint u officer 
responsible  for  local  government in  consultation  with  the  Director-General. 

management,  budgeting  and  jpatial  planning  considerations. 
( 7 )  The  framework  contemplated in subsection ( 1 ) must  take  into  account  financial 45 

PART IV 

DUTIES  OF ACCOUNTING OFFICERS  AND  TREASURIES 

Duties of transferring national officer 

14. ( 1 ) A transferring  national officer must.  not  later  than 14 days  after  this  Act  takes 50 
effect. certif), to the  National  Treasury that- 



7 

1)ll~ies of transferring provincial officer 

15. 1 I ) , \  tran!;ferring pro\?inciai oficer must. as part of the report contemplated in 7 5  
, t . c ~ l ~ o ~ ~  l O ( J ) ( c . )  of the Public  Finance  Management  Act,  and in respect of m y  allocation 
, he cranst'erred to municipalities.  within 15 days  after  the  end of each  month and in the 

1 ,  , I  111;rt determined by the  National  Treasury,  submit  to the transferring  national oficer. 
lll,. rcle:\;mt treasury  and  executive  authority  responsible  for  that  department. 
,Ill.ornma[io11 on-- 3 0  

( ( 1 )  the amount  transferred  to a municipality in the  month  reported on 2nd for the 

( h i  the amount of funds  delayed or withheld  from  any  municipality in the  month 

( ( ' 1  x t u a l  expenditure in respect of that  allocation  and for the tinancia1 year u p  t o  35 

it/) such  other  issues as the  National  Treasury may determine. 

tinancial  year  up  to  the  end of that  month; 

reported  on  and  for  the financial year  up to the  end of that  month: 

the end of that  monlh: and 

1:) .I provincial  accounting officer intending  to make an allocation in the  financial 
I ,.:I[.. othcr  than  an  allocation listed in any Schedule to this  Act.  to a municipality  from 
lllt. \'rovincial Revenue Fund must. not later  than 14 days after  this  Act takes dfect  o r  4 7  
,l,L.~l orhcr  date  determined by the Sational  Treasury.  provide  the  provincial  treasur). 
,, 1111 1 1 1 ~  prescribed  Information  and  the  provincial treasuv must  publish  such 
ll,~,~~lll;r~ion in the Provincid Go:errr. 

16. I ) TIlc relevant  receiving  oficer must. in respect of an allocation  transferred to- -15 
( $ 1 ~  .I province., and as part  of the  report  contemplated in  section -10(-1)(c) of the 

Public 1;inance Manazement Act, within 15 days  after  the end of each  month. 
\ubmit a r'eport to the relevant  provincial  treasury,  the  relevant  provincial 
euccutive au1:hority and  the  transferring  national  officer;  and 

( / J J  .I municipality,  within 10 days  after  the  end of each  month,  suhmit a report t o  50 
ihe  relevant  transferring  national or provincial officer. 

,:) rhc reports contemplated in subsection ( 1 ) must  set out- 
( ( 1  J the amount  received by the  province or municipality. as the case may be. in the 

month  reported on: 
f /, I the amount of funds delayed or withheld  from  the  province or municipality. as 5 5  

the case may be. in the month  reported on: 
f c '  I the actual  expenditure by the  province  or  municipality.  as  the c a s  may  be.  for 

the month  reported  on in respect of allocations  set  out in Schedules 4 and 5 :  
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(d )  the  extent of compliance  with  the  conditions of an allocation  and  with  this  Act; 
( e )  an explanation  for  any  material  problems or variations  experienced  by  the 

province or municipality, as the  case  may  be,  regarding an allocation  which 
has  been  received  and  a  summary of the  steps  taken  to  deal  with  such 
problems or variations;  and 5 

i f )  such ol:her issues  and  information  as  the  National  Treasury  may  determine. 

Duties of provincial treasury 

17. ( 1 ) A provincial  treasuq  must.  within 32 days  after  the  end of each  month  and in 
the format  detern~ined by the National  Treasury  and  as part of its consolidated  monthly 
report.  report on-- IO 

( a i  actual 1:ra.nsfers received by the  province  from  national  departments: 
( h i  the  actual  expenditure on such  allocations.  excluding  the  allocations  set  out in 

fL.1 any  problems of compliance  with  the  provisions of  this Act by transferring 
Schedule 3. up to  the  end of that  month:  and 

provincial officers and  receiving officers. and  the  steps  taken  to deal with  such 15 
problems. 

( 2 )  The repon: conternplated in subsection ( 1 )  must. in respect o f  the provincial 
infrastructure  allocation. be made at the end of each  quarter. 

Annual report and financial statements 

18. ( I )  The  annual  report  and  tinancial  statements  contemplated in section 40 of the 90 
Public  Finance b1a:nagement Act  must. in respect of a  department  transfemng  funds  for 
an allocation  set  out in Schedules 3. 4. 5 and 6. also- 

indicate  the total amount of that  allocation  transferred  to  a  province or 
municipality  during  the  financial  year: 
indicate  the  funds. if any, which  were  withheld  and  the  reasons  for  such 95 
withholding; 
certify  that  all  transfers to a province or a municipality  were  deposited  into  the 
accredited  bank  account of that  province or municipality; 
certify  that.  except in respect of allocations  contemplated in Schedule 6. no 
other  funds  were  spent.  directly or through a public or private entity. on a 30 
function  normally  performed by a  province or municipality: 
indicatse to  what  extent a province or municipality  was  monitored for 
compliance  with  the  conditions of an  allocation  and  the  provisions of this  Act: 
indicate 1.0 what  extent  the  allocation  achieved its purpose  and  outputs: 
indicate  the  funds. if any, utilised for the  administration of the  allocation.  and 35 
whether  any  portion of the  allocation  was  retained by the  transfemng 
department for that  purpose:  and 
indicate , m y  non-compliance  with  this  Act.  and  the  steps  taken  to  deal  with 
such  non-comdiance. 

1 2 )  The  annual  report  and  tinancial  statements  contemplated in section 40 of the 10 
Public  Finance Mamagement Act  must,  for  a  department or municipality receiving :rants 
in respect of an  allocation set out in Schedules 3. 4 and 5 ,  also- 

~ L Z )  indicate ].he total  amount of that  allocation  received  during  the  tinancial  year 

/ h i  certify  that all transfers in terms of this  Act  to  a  province or municipality &ere 45 

( c )  indicate I:O what  extent  a  province or municipality  met  the  conditions of such 

(ti) indicate the extent  to  which its objectives  were  achieved;  and 
f e i  contain  mch  other  information as the  National  Treasury  may  determine. 5 0  

and  ac~:ual  expenditure  on that allocation; 

deposited  into the accredited  bank  account; 

an allocation.  and  complied  with  the  provisions of this  Act: 
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PART V 

PART VI 

GENERAL 

40 
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ReNocation of allocations  between  municipalities 

23. (1 )  The  mnsferring  national or provincial officer may,  with  the  consent of the 
National  Treasury and after  consulting  with  affected  municipalities.  reallocate an 
allocation or portion of it from  one  municipality  to  another  municipality, if the 
reallocation will reduce  the risk of underspending. 5 

( 2 )  The  National  Treasury must publish  such a reallocation in the Gazette. 

Spending in terms of purpose  and  subject  to  conditions 

24. ( 1 ) Despite  anything to the contrary  contained in any law. an allocation set out in 
Schedule 3. 4. 5 or 6 may only be utilised for the  purpose  stipulated in the  relevant 
Schedule  and sub-ject to  the  prescribed  conditions. I O  

( 7 )  The  utilisation of an allocation set out in Part 111 for  purposes  other  than  those set 
out in the  Schedules in question.  constitutes a breach of the measures  established in  
terms of section 3 16( I )  of  the Constitution. 

( 3 )  Despite  subsections 1 1 ) and ( 2 ) ,  the National  Treasury may authorisz a province or 
municipality to retain  and utilise ~ c h  portion of an allocation  contemplated in Part III  15 
mhizh remains after the fulfill~nent of its purpose  and  compliance  with  the  conditions to 
which it  i s  subjec1. 

Transfers  made in error 

25. ( I i Despite  anythin? to the contrary  contained in any law. the  transfer of an 
allocation to a province in error is regarded as not  legally  due  to  the  province for the 20 
purpose of its Revenue  Fund. 

responsible transferring national  provincial  oficer. 

be  effected by set-aff against  future  transfers to the  province.  which Lbould orhenvise 25 
become  due in accordance with a payment  schedule or any  other  trunsfer. 
(4) Despite  anythins to the contrary  contained in any  Iau.  the  transfer of an allocation 

to a municipality in error is regarded as not  legally  due  to  that  municipality  and  must  be 
recovered  without  delay by the  responsible  transferring national officer. 

the recoyery conternplated in subsection (1) be  effected  by  set-offapinst  transfers t o  the 
municipality in (question. Lvhich would  otherwise  become due in  accordance cvith .in! 
payment  schedule. 

(21  A transfer  contemplated in  subsection ( 1 ) must be recowred without  delay b! the 

( 3 )  The Direcl.or-General may  direct  that  the  recovery  contemplated in subsection ( 1 

( 5 )  The  national  accounting officer responsible  for  local  go\'ernment  may  direct t h a t  3 )  

Transfers to municipalities with weak administrative  capacit? 

26. t I )  If the national  accounting officer responsible  for  local government reasonably 35 
belie\ses that  a  Category B municipality is not  able  effectively to administer an allocation 
o r  a portion of it. that  ofticer  may  transfer  such  allocation or portion of i t  t o  the pro\  ince 
In which the municipality is located or. where  appropriate. to the  relevant  Category C 
municipality.  after  consultation bvith the  municipalities  and pro\ ince  concerned. 

by rhe proklnct.  or  Cutegor>  C  municipality to which it has  been  transferred in  
accordance  with  any directions by the  national  accounting  oficer  responsible for  local 
government. 

( 3 )  The  national  accounting officer responsible for local  government  must  publish in  
the Glzzerre information on  the transfer of an allocation  contemplated in  subsection ( I ) ,  45 

( 2 )  A n y  alloc:hon or portion of i t  contemplated in subsection ( 1 1  must be dealt mith 40 

Funds to follow  transfer of functions 
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( 3 )  The  transfer of functions  contemplated in subsection ( I )  must,  unless  the  Minister 
has  directed  otherwise,  include  the  transfer of funds  available to the  transferring  organ 
of state or sphere  of  government  for  performing  such  functions. 

(3) Despite  anything  to the contrary  contained in this  Act or any  other  law.  the 
National  Treasury  may. in accordance  with  a  prescribed  procedure  and  for  the  purpose 
of  facilitating  the  transfer of funds  contemplated in subsection (1 ), stop  the  transfer of 
funds  to  the  transferring  organ of state or sphere of oovernment. 
(4) No financial  obligation  or  liability of a  national or provincial  department  may  be 

imposed  on a municipality without- 
f a )  that  municipality's  prior  written  acceptance by resolution  of  its  council:  and 
(hi the  prior  written  approla1 of the  National  Treasury. 

( 5 )  A province  must  utilise its own  funds  for  any  transfer  of  functions  which is in  
conflict  with  subsection ( 1 i. 

( 6 )  Any  liability  arisinz  from 3 determination of functions  between a category C m d  
B municipality by J province in terms of section 53 or 85 of  the IVlunicipal Structursx 
Act. is a liability of that  pro\.ince  and not  of the  national  government. 

Amendment of payment  schedule and transfer mechanism 

28. ( 1 Sub~ect  t o  subsectionb 12) and (3) .  a  transferrmg  national officer ma?. i n  
respect of an al1oca1:ion set out in Part 11. amend a payment  schedule  due to the 
underspending of the  funds  or for  any other  sxceptional  reason. 

( 2 )  The  transfemng  national officer must. not later  than  seven  days  before  thc 
amendment  conternplated in subsection ( 1  1. inform  the  National  Treasury  and the 
relevant  provincial  treasury of the proposed  amendment  and the reasons  for i t  and  must 
submit  the  proposed  payment  schedule  to rhe National  Treasury. 

( 3 )  The Nationa.1 Treasury may. in the  interest of improved  debt  and  cash-tlou 
management.  or on the  grounds of substantial  non-compliance  with  any  condition  to 
which an allocation is subject.  amend  any  payment  schedule of an  allocation  listed in 
Schedule 3 .4  or 5 .  and  direct  that  no  transfer of funds  be  effected  through  the  payment 
schedule  amended in accordance  with  subsection ( 1 )  or that  the  payment  schedule be 
amended  as  directed by it. 

Exemptions by National Treasury 

19. ( 1 ) The  National  Treasury may. on  application in writing by a transferring  national 
or provincial officer. rxempt in writing  a  transferring  national or provincial officer from 
the  duty to comply Trvith reporting  requirements or any  other  duty  regarding  an  allocation 
contemplated in Part 111 or  envisaged in section 9: Provided  that  such  exemption ma! 
only  be  granted if \uch officer satisties  the  Director-General that- 

( ( 1 1  the  duty  cannot be complied  with at that  stage: 
07) the allocaticm programme is properly  designed:  and 
(('1 the  accounting officer is taking  steps  to  comply with this  Act. 

( ( 1 1  may on]:! be granted if the accounting officer provides  reasons  nh! 
information  was not included in  respect of  an :lllocation set  out in Part 111; and 

( h i  must set out  any  condition to which it may  be hubject. and  must be published 
in the Gc1:ettr. 

( 2 )  Any  exemption  contemplated in subsection ( 1  1- 

Non-compliance with this Act constituting financial misconduct 

40 

30. Despite  anything  to the contrary  contained in any law. any  serious or persistent 
non-compliance  with this Act. or  any  condition  which  an  allocation in  terms of this Act 
is subject to. constitutes tinancial misconduct as envisaged in the  Public  Finance 
Management  Act. 

Liability for costs incurred in violation of principles of co-operative  governance 5 0  
and intergovernmental relations 

31. ( 1 )  An organ of state  involved in an  intergovernmental  dispute  regarding  any 
provision of  this A c t  must.  before  approaching  a  court to resolve  such  dispute. rnahe 
every effort to settle  the  dispute  with  the  other  organ of state in question.  including 
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paking  use of the  structures  established  in  terms  of  the Inter, oovernmental  Fiscal 
Relations  Act. 

( 2 )  In the  event  that a dispute  is  referred  back  by a court  in  accordance  with  section 
JI(4) of the  Constitution,  due  to  the  court  not  being  satisfied  that  the or, oan of state 
approaching  the  court  has  complied  with  subsection ( l ) ,  the  expenditure  incurred  by  that 5 
organ in approaching  the court is regarded  as  fruitless  and  wasteful. 

(3) The  amount of any  such  fruitless  and  wasteful  expenditure  must, in terms of a 
prescribed  procedure, be recovered  without  delay from the  person  who  caused  the  organ 
of state  not t o  comply  with  the  requirements  of  subsection i 1). 

Acts performed before this Act took effect 10 

32. Despite  anything to the  contrary  contained in any  law,  any  act  performed  before 
this Act  took  effect or in accordance  with  any  prescribed  requirements in fulfillment o f  
the objects  of  this  Act.  must  be  regarded as having  been  done in terms of the  relevant 
provisions of [his  Act. 

Regulations 15 

33. The  Minister ma!. by notice in  the Gu:ette. make  regulations regarding- 
i n )  anything  which  must or may  be  prescribed in terms of this Act: and 
{ h i  any  matter  which i t  is necessary  to  prescribe for the  effecti\e  implementation 

of the  provisions of this  Act  and  the  achievement of its  objects. 

Repeal of law 20 

34. ( I  1 Subject to subsection (2).  the Division of Revenue  Act. 2001 ( h c t  No. 1 of 
2001 ). is hereby  repealed  with  effect  from  the  date on which  this  Act  takes effect or from 
1 April 2001. whichever is the later. 

( 2 )  The  repeal of the Act referred to in subsection ( 1) does  not affect any act in terms 
of that  Act  which is necessary for the  effective  implementation of this  Act  or  the 25 
performance of any  outstanding  duties or obligations  under  or in terms  of  that  Act. 

Short title 

35. This  Act is called thz Division  of  Revenue  Act, 3-00?. and takes  effect  on a date 
determined by the  President  by  proclamation  in  the G a w r r .  
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SCHEDULE 1 

Equitable  division of revenue  raised 
nationally  among  the  three  spheres 

of government 

Sphere Column A I Column B 
of MTEF  Outer Years 2002103 

Government 20041ns 2003104 ;illocation 
I R’000 

164 604  548 1 177  743  360 1 192 011 637 

~ - _  .. _ _  
R’000 R’000 

SCHEDULE 2 

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

(as a direct  charge  against  the  National  Revenue Fund) 

Province  Column A ~ Column B ! 
2002103 MTEF Outer Years 

Allocation 2004105 2003lO-l -I 
R’O00 R’000 ~ R’000 

20 497 693 21 856 381 

IS 213 977 ’ 19 736 234 

23 323 5 12 

11 061 055 
7 996 034 1 8 538 456 9 1 1 1  4x3 j 

8 438 035 , 9 231 116 1 9 539 983 I 
2 906 556 

12321 310 ’ I I 1  452 677 10 918 905 
I 1  381 06‘ 10 666 189 9 992 SO7 
18 630  775 17 458 871 16 144950 

I 3 119 832 i 3 329 070 ~ 

I 24 343 129 26 416 363 25 189 838 ~ 

119 452  086 137 089  096 ~ 125 466 030 
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x MEMORANDUM ON THE OBJECTS OF THE DIVISION OF 
REVENUE BILL 

Section  214(1) of the  Constitution  of  the  Republic of South  Africa,  1996  (Act 
NO 108 of 1996)  (“the  Constitution”)  requires  that  an  Act of Parliament  be 
enacted to provide  for  the  following: 
1.1  The  equitable  division of revenue  raised  nationally  among  the  national. 

provincial  and  local  spheres  of  government; 
1.2  The  determination of each  province’s  equitable  share  of  the  provincial 

share of that  revenue;  and 
I .3 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 10 of the Intergovernmental  Fiscal  Relations  Act.  1997  (Act No 97 of 
1997) (“the  Act”)  requires  that.  as  part of the  process  of  the  enactment of the 
Act of Parliament  referred to in paragraph 1. each  year  when  the  annual 
budget is introduced. the Minister of Finance  (“the  Minister“)  must  introduce 
in the  National Assembl!,. a  Division of Revenue  Bill  (“the  Bill“)  for  the 
financial  year  to  which that budget  relates. 
The  Act  requires  that  the Bill be  accompanied by a  memorandum  explain- 
I ng- 
3.1 HOM. the Bill takes  account of each  of  the  matters  listed in section 

31-1(2)(~1) to / j i  of the  Constitution: 
3.3  The  extent to which  account  was  taken of any  recommendations of the 

Financial  and  Fiscal  Commission  (“the FFC”) submitted  to  the  hiinister 
or as  a result of consultations  with  the FFC; and 

3.3 Any  assumptions or formulae  used in arriving at the  respective  shares of 
the  three  spheres of government  and  the  division of the  provincial  share 
between the nine  provinces. 

The Bill  is introduced in compliance  with  the  requirements  ofthe  Constitution 
and  the  Act  as  set  out in paragraphs 1 and 3 above. 
The  memorandum  referred  to in paragraph 3 above  is  attached  hereto  and 
marked  “Explanatory  Memorandum  on  the  Division of Revenue“. 
The  allocations  contemplated in section 2 14( 1) of  the  Constitution  are  set  out 
in 6 Schedules  to the  Bill.  namely- 
6.1 

6.2 
6.3 

6.1 
6.5 

6.6 

Schedule 1 which  sets  out  the  respective  equitable  shares of anticipated 
revenue  raised  nationally in respect of the  national.  provincial  and  local 
spheres of = Oovernment: 
Schedule  2  which  sets out the  respective  shares of each  province; 
Schedule  3  contains  allocations to provinces for general  and  nationally 
assigned  functions: 
Schedule 1 contains  allocations to provinces  for  specified  purposes: 
Schedule 5 contains  .~llocations to municipalities  for  specified  purposes: 
and 
Schedule 6 containx allocations  in-kind to provinces  and  municipalities 
for designated  special  programmes. 

The  Bill  attempts  to~align  reporting  requirements  with  those  of  the  Public 
Finance  Management  Act. 1999 (Act No 1 1999).  Given  itnproved  co- 
ordination  and  regulation of intergovernmental  fiscal  transfers  introduced 
previously.  this  year‘s Bill does  not propose material  changes to the  Division 
of Revenue  Act. 2001. It amends  only  those  sections  where  problems  have 
been  identified. 
7.1  The  Bill also addresses the funding of all  fiscally-weak  municipalities. 

The  institutional ( “ I ” )  component of the  equitable  share  to  local 
government will be adjusted to contribute  towards  the  costs of 
governance  (including  councillor  remuneration)  for  such  municipalities. 
I t  will also  enable  fiscally-weak  category  C  municipalities  that  provide 
basic  services  directly to receive  equitable  share  allocations. 
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8. The  following is a brief  summary  of  the  Bill: 
Section 1 contains  the  relevant  definitions; 
Section 2 sets out the  objects of the  Bill,  which is essentially  the  promotion 
of co-operative  governance  in  intergovernmental  budgeting; 
Section  3 provides  for  the  equitable  division of anticipated  revenue  raised 
nationally  among  the  national,  provincial  and  local  spheres of government 
in Schedule 1: 
Section 4 provides  for  each  province’s  equitable  share,  which is set out in 
Schedule 2. and  for a payment  schedule in terms of which  such  shares  must 
be  transferred: 
Section 5 provides  for  local  government’s  equitable  share of revenue  and 
the  determination of each  municipality’s  share  of  that  revenue; 
Section 6 determines  what  must  happen if actual  revenue  raised  falls  short 
of anticipated  revenue or is in excess of anticipated  revenue; 
Section 7 provides for other  allocations to provinces  and  municipalities 
from  the  national  government’s  equitable  share,  which  are  set out in 
Schedules 3. 1. 5 and 6 to the  Bill; 
Section 8 provides  for  transfers to public  and  private  entities: 
Secrion 0 provides  for  the  process  of  dealing  with  allocations  to  provinces 
and  municipalities  which  are not set  out in the  Schedules to the  Bill; 
Section 10 requires a provincial  treasury  to  submit  certain  information  to 
the National  Treasury in respect of the  infrastructure  allocation  for 
construction.  maintenance  and  rehabilitation; 
Sections lland  13 provide  for  municipal  infrastructure  and  capacity 
building  allocations: 
Section 12 deals  with  the  transfer of assets to municipalities; 
Secrions 14 to 20 set  out  the  responsibilities of accounting officers. 
provincial  treasuries.  the  Director-General:  National  Treasury  and  the 
hditor-General: 
Secrion  21 sets  out a framework  for  the  delay in payment of allocations in 
the  event of. inter  alia, non-compliance  with  the  conditions or 
underspending: 
Section  22 provides  for  the  factors  which  must  be  considered  before  an 
allocation  may  be  withheld  from a province or municipality; 
Section  23 allows  for  reallocations  between  municipalities; 
Section 24 requires  that an allocation  set  out  in  Schedule 3, 4, 5 and 6 only 
be  utilised  for its purpose  and  subject  to  its  conditions; 
Section 25 provides  for  the  correction of any  allocation  made in error; 
Section  26 provides  that  an  allocation  to a municipality  with  weak 
administrative  capacity  must  be  transferred  to a stronger  district  munici- 
pality or the  provincial  government  and  be  used  for  the  benefit  of  the 
municipality  with  weak  administrative  capacity; 
Section 27 requests  that  funds  must. in the  transfer of functions or 
obligations.  follow  that  transfer  and  must  not  result in a municipality  being 
financially  burdened: 
Section 28 provides  for  the  amendment of  a payment  schedule  and  transfer 
mechanism by the  Director-General:  National  Treasury: 
Section  29 enables  the  Director-General:  National  Treasury  to  exempt  an 
accounting  oficer  from  reporting  requirements  and  other  responsibilities: 
Section 30 provides  that  non-compliance  constitutes  financial  misconduct; 
Section 31 provides for responsibility for costs  incurred for litigation in 
violation of the principles  of  co-operative  governance  and  intergovernmen- 
tal  relations: 
Section  32 provides  that  any  act  performed  prior to the  commencement of 
this  Bill  and in fulfilment of its objects  will  be  deemed  as  having  been  done 
in terms of  its provisions: 
Secrion  33 provides  that  the  Minister  may  make  regulations  regarding  any 
matter  which  may or must  be  prescribed or which is necessary  for  the 
effective  implementation of this  Bill; 
Section  34 makes  provision  for  the  repeal of the  Division of Revenue  Act, 
200 1 : 
Secrion 35 Sets out  the  short  title of the ‘4ct. 
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’ 9. PARLIAMENTARY PROCEDURE 

The  Bill  must  be  dealt  with  in  accordance  with  the  procedure  set  out  in  section 
76( 1) of the  Constitution  as it provides  for  legislation  required in Chapter 13 
of the  Constitution  and  which  affects  the  financial  interests of the  provincial 
sphere as contemplated in section 76(4)(6) of the  Constitution. 



EXPLANATORY MEMORANDUM 
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-EXPLANATORY MEMORANDUM ON THE 
DIVISION OF REVENUE 

Background 

Section 2 1 3 of  the  Constitution  requires  that an annual  Act of Parliament  determine 
the  equitable  division of nationally  raised  revenue  between  the  three  spheres.  and  the 
horizontal  division  among  provinces.  It  also  spells  out  criteria  for  delemining  the 
division  of  revenue  and  consultations  necessary  before  enactment  of  the  Division  of 
Revenue  Bill. 

The  Intergovernmental  Fiscal  Relations Act. 1997 (No 97  of  1997)  gives  effect to the 
Constitution by spelling  out the consultation  process for the  Division  of  Revenue  Bill. 
I t  also establishes  the  Budget  Council  and  Budget  Forum  as  consultative  intergovern- 
mental  forums.  Sections 9. 1 O( 3 and (4) of the  Act set out  the  consultation  process. 
including  consideration of Financial  and  Fiscal  Commission's (FFC) recommendations. 
Section IO(5) of the Act requires an explanatory  memorandurn  detailing  how the 
Division of Revenue Bill takes  account of each  ofthe  matters  listed in Section 313(1)(u) 
to 1 . ; )  of the  Constitution:  recommendations of the  Financial  and  Fiscal  Commission 
(FFC):  and  assumptions  and  formulae  used to arrive  at  the  respective  shares  contained 
in schedules I and 1 of the Bill. 

Thi\ document is the  euplmator)  memorandum  tabled  with  the  Budget as required b) 
section IN51 of the  Intergocernmental  Fiscal  Relations  Act. It ha5 five  parts: 

0 Part I sets  out  how the FFC's  June 2001 recommendations  have been  taken 
Into account. 

0 Part 2 outlines the fiscal framework  that  informs  the  division of revenue 
between  the  three  spheres o f  go\ernment. 

0 Part 3 is a summary o f  ho\\ the  Bill and  the  division of revenue  take  account 
of Section 314r3 lf[i i to i j )  of the Constitution. 

0 P:~rt 3 explains the underl>  ing  formula  and  criteria for the  equitable  division 
of the  revenue  among  pro\  inces  and  conditional  grants  between  provinces. 

0 Part 5 sets  out the formula  and  criteria  for  dividing  the local government 
equitable  share  and  conditional  grants  among  municipalities. 

0 In addition.  t\\o  appendices  are  published.  with  further  detail on all  the p n t s  
in Schedules 1 to 6 of the  Bill. 

The Division of Revenue Bill and its underlying  allocations  represent  the  culmination 
of sxtended  in-depth  consultation  processes.  The  Budget  Council.  made  up of [he 
Minister of Finance  and the  nine 1IECs for Finance.  deliberated  on  these  issues at its 
annual  Lekgotla  on 6 and 7 July 2001 and at meetings  on 14 August. 30 September.  and 
23 October 200 1. Consultations  ober  the  local  government  share  allocation  involved  a 
Ministerial Task Team  appointed by Cabinet. a Joint  MinMEC  with  Local  Government 
held  on 2 August 200 I .  and se\ era1 technical  meetings  that  included  the  South  African 
Local  Government  Association  (SALGA)  and its provincial  associations. All these 
consultations  culminated i n  a meeting of the Budget  Forum  (Budget  Council  plus 
SALGA representatives and its provincial  associations).  on 21 September 2001. 
Representations by the  FFC \ % e x  also  made at the meetings of the  Budget  Council  and 
Budget  Forum.  The  AVinisters'  Committee  on  the  Budget.  composed of national 
government  Ministers.  deliberatzd  on  the  division of revenue  before  forwardin? 
recommendations  to  Cabinet for consideration. An  Extended  Cabinet,  involving  both 
Cabinet  Ministers  and  Premiers of provinces. \vas convened  on 26 September 1001 to 
discuss  budget  priorities  and the division of revenue. 

A draft  Division of Revenue Bill was  gazetted  on 6 December 2001 for  public 
comment.  and  for  comment by the FFC.  provinces,  and local government.  The  Bill  has 
4nce  been  amended  to  take  into  account  comments  received. as well as to  adjust for 
changes to the  tiscal  frameuork  and  new  priorities. 

This  explanatory  memorandum must be read with  the Blulgrt Relir~r,, especially 
chapter 7 .  The 2002 Butlqrt Rwirn.  and 2001 hretgo~~rrr~rlzetztcll Fiscal Re1 lle\r* are 
available on the Treasury  website - bww.treasury.,  "ov.za. 
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Part 1: Government's  response  to  the  Financial  and  Fiscal 
Commission  recommendations 

Section 214 of the  Constitution  and  Section  9 of the  Intergovernmental  Fiscal 
Relations  Act.  1997 (NO 97  of  1997)  require  the  FFC  to  make  recommendations on the 
equitable  division  of  nationally  raised  revenue.  Under  the  Act,  the E C  submits its 
recommendations to the  Minister  of  Finance,  Parliament  and  provincial  legislatures 
10 months  ahead  of  the  financial  year, or later as may  be  agreed  between  the  Minister  of 
Finance  and  the  FFC.  The FFC presented  nine  proposals  relating to provinces  and 
I ?  proposals  relating to local  government in Financinl and Fiscal Commission 
Submission: Division of Relmue 2002-2003 (June 200 1 ). 

The  nine  provincial-related  proposals  are  grouped in the  following  categories: 
0 Equitable  share  (four  proposals) 
0 Provincial  own  revenue  (three  proposals) 
0 Contingency  reserve 
0 Capital  grants. 

The 13 proposals  related  to  local  governments  are  grouped in  the following 
categories: 

0 Equitable  share I two  proposals) 
0 Funding  basic  municipal  services 
0 Municipal  powers  and  functions (four proposals) 
0 Ylunicipal  health senices  provision  (two  proposals) 
0 Infrastructure  funding  (two  proposals) 
0 Municipal  borrowing  (two  proposals). 

The  June 2001 recommendations  ofthe  FFC reaffirm that it is a  national  responsibility 
to  manage  economic  and fiscal aliairs. to determine  the tax bases.  the  level  and  cost of 
servicing  the  national  debt.  and  the  overall  borrowing  requirement.  The  FFC  supports 
the  approach of deducting  debt  servicing  costs  and a contingency  reserve  from  total 
revenue  collected  before  dividing it among  the  spheres.  It  also  notes  that "any changes 
to the  existing  equitable  share  formula  should reflect current  priorities  as  determined by 
a political  process".  Government  supports  the  FFC  proposals on the  process  for 
determining  the  division of revenue. 

The FFC recommendations  are  also  underpinned by the  principle of allocating  to  each 
sphere  sufficient  resources  to  enable it progressively to provide  "constitutionally- 
mandated  obligations in general  and  provision  of  basic  services in particular".  This 
takes  account of the  following: 

0 The  institutional  element  for  each  sphere of government 
0 Other  constitutional  functions  for  which  norms  and  standards  should also be 

0 Obligations  other than constitutional  functions.  that  may  be  funded  through 

0 The  need  for  infrastructure  funding.  which  should  vary  according to policy 

Government  agrees  with  the FFC that  provincial  and  local  governments  must 
prioritise  their  spending  on  constitutionally  mandated  obligations  including  the 
provision of basic  services.  There  are,  however,  differences  between  government  and 
the FFC on matters of approach.  The  FFC  proposals  pursue  an  approach  which  seeks to 
translate  constitutional proLisions on basic  services  into  a  "formula-based  approach" 
for  the  division of revenue.  Gmemment's view, based in part  on !he analysis  presented 
in the  Intergovernmental  Fiscal  Review. is that  such  an  approach  would  be 
impracticable.  The  following  we  some of the  reasons: 

Lack of concise  definitions of constitutionally  mandated  basic  services 

Absence of objectively  determined  norms  and  standards  for  basic  services  and 

Unavailability of data  that  would  enable  the  complete  adoption of such an 

Unless it can  be  demonstrated  that  current  vertical  and  horizontal  divisions of 
nationally  raised  revenue  both  are  inequitable  between  and  within  the  spheres. it would 
be difficult to justify  substantial  revisions to the  structure of the  provincial  and  local 
government  equitable  share  formula.  Significant  changes to the  structure of the  formula 
should  be  weighed  against  the  potential  disruptions.  instability  and  uncertainty to 

specified 

conditional  grants,  own  revenue  and  borrowing 

priorities. 

associated  with  each  sphere 

other  constitutional  functions 

approach. 
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budgetary  planning  that  would  arise  from  sudden  shifts in allocations.  The  process  of 
regularly reviewing-and adapting-the formula  should  however  be  maintained. 

Government's  response to the FFC's recommendations  on  Provincial 
finances 

The  four 7-001 FFC recommendations  on  the  equitable  share  allocation  reflect an 
ongoing  enquiry  into  the  mechanisms  for  objectively  and  consultatively  determining 
allocations to provinces.  This  approach  builds  on  foundations  laid in the 2000 
recommendations. A brief summary of each  proposal  and  Government's  response is 
outlined  below. 

FFC Ecpirable Share Propo.sa1.s 

The  FFC  makes  four  proposals  related to the  equitable  share  formula: 
( ( 1 )  .A review of the  current  FFUTreasury  equitable  share  formula  should stan by 

involving the relevant  role  players in a  study  to  provide  clear  definitions of 
constitutionally  mandated  basic  services  and  other  constitutional  obligations. 

(h i  The  division of  total national  revenue  available  for  equitable  share allocations 
(net of debt  service  obligations  and  provision  for  contingencies)  should  take 
account of: 

0 Constitutionall!  mandated  obligations in general  and  the  provision of basic 

0 The  institutional  element for each  sphere of , aovernment 
0 Other  constitutional  functions  for  nhich  norms  and  standards  should also be 

0 Obligations  other  than  constitutional  functions  that  may be funded  through 

0 The  need for infrastructure  funding.  which  should  vary  according to polic) 

i c ' i  The  equitable  di\ision of nationally  collected  revenue  must  proceed from the 
principle  that  constitutionally  mandated  basic  services  and  other  constitu- 
tional  obligations  should  be  prioritised  and  progressively  realised. 

(ti) A review of the  current  equitable  share  formula  should  take  account of n e n  
tax legislation for provinces  and  the  proposed  introduction of a capital g r m s  
jcheme. 

services in particular 

specified 

condltional  grants.  own  revenue  and  borrowing 

priorities. 

GoI'erntnerlt Response to FFC Epirable  Shrrre Propo.sn1.s 

Government  concurs  on  the  need  to  develop  more  precise  information  to  determine 
the cost of constitutionally  mandated  basic  services  and  obligations.  Such  information 
will improve  budget  decision-making  and  could  be  an  important  step  toivard 
activity-based  costing.  The  collection of more  decentralised or activity-based  informa- 
tion is being  prioritised. but will only  be  fully  achieved in the  medium-term. :IS n e ~ c  
budget  formats  and  other  reforms  are  implemented. 

Due to a lack of clear  definitions of constitutionall! -mandated  services  and in view of 
the lack of data to support a costed  norms  approach. Go\ ernment  has not implementzd 
this  set  of recommendations. 

Government will undertake a comprehensive  and  fundamental  assessment of the 
equitable  share  formula  once  the 2001 Census  results  become  available. reviewin: its 
structure.  components  and  data  and  exploring  ways to make  the  formula  more  forward 
looking  and  policy-based  for  the 3005 MTEE Government 3150 agrees  that the 
provincial  equitable  share  allocation  and  formula  may  have to be  reviewed  once 
provinces  take  up specific taxation  powers as their  fiscal  capacity  may  change. The 
asseshment will involve  the FFC. 

FFC Pro\~i /rci~~/  01t .n  R e ~ ~ r w r  Proposals 

The  FFC  reiterates  three  proposals  made  previously  on  provincial  own  revenues: 
( ( 1 1  The  most  feasible  sources of provincial  own  revenue  are  surchar,  oes on 

personal  income  tas  and  fuel  levies. in addition to gambling  and  betting  taxes. 
which  are  already  allocated  to  provinces. 

.- 
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‘ (b)  Provinces Zhould be  allowed  the  flcxibillty  to  determine  their  own  tax  rates 
within  the  bands  determined  by  the  Minister of Finance. 

I C )  However.  for (ai and (6)  above  to  be  operational,  given  the  current 
tax-to-GDP  target  adopted  by  government. tax room  should  be  created i n  
order  to  maintain  the tax burden  within  nationally  determined  targets.  to 
ensure  consistency  with  national  economic  policy. 

The  FFC  proposals  relate  to  provincial  own  revenues,  proposals  for  specific  taxation 
authorities.  provincial flexibility to determine  their  own tax rates.  and  creation  of tax 
room  within  national  targets.  These  proposals  were  previously  tabled in 1996.  National 
government  referred  this  matter  to  the Katz Commission in 1998.  and  thereafter 
approved a framework in November  1999 in line  with  the  recommendations of the 
Budget  Council.  Subsequently.  Parliament  passed  a  Provincial Tax Regulation  Process 
Act  that takes eH-ect on 20 February 2007. 

The  FFC  proposals on provincial own revenue  are  largely  consistent  with 
government‘. approach.  There  are.  however.  slight  differences.  The  Provincial Tax 
Regulation  Process  Act.  for  instance.  envisages the identification of specitic  tases  and 
rates as an outcome o f a  technical  and  political  consultarive  process. In contrast.  the  FFC 
has put for\vard ;I list of taxes that provinces  should be allou.ed  to  impose. 

One of the tases  proposzd by the FFC is a surcharge on personal  income  tax. a tax 
option that Government. the South  African  Revenue  Service  and  the  Katz  Commission 
concluded is not feasible in the  current  environment. X number  of  technical  factors  make 
a personal  income  tax  surcharge  undesirable.  These  include  additional  administrati\.e 
burdens.  which  may  not be cost-effective in terms of revenue  yield. and exacerbation of 
inter-provtncial  inequalitles. 

National  government. the Budget  Council. and the  Katz  Commission  concluded  that 
LI fuel levy surcharge  would be less of an administrative  burden  and  has  more  potential 
if concerns  about  potential  impacts on the  national  economy.  inflation.  and  equity  can  be 
resol\  ed. 

Given the approach  of  Government. it follows  that rhe three  FFC  recommendations 
above will be  considered in relation to specific  taxation  proposals  made by provinces. 

The  FFC  proposes ;I study  to  determine a set of objective  criteria  for  the  utilisation o f  
the  national  continzency  reserve.  The  FFC  expresses  concern  that  the use o f  
contingency  amounts  ultimately affects amounts  available for equitable  share  funding 
and  that  provinces  need  financial  stability.  predictability.  and  flexibility.  Accordingly. i t  
proposes  criteria  for  the use of the  contingency  reserve. 

The  Public  Finance  Management  Act  (chapter 1) provides  for  provincial  budgets to bt: 
adjusted to provide  for  “unforeseeable  and  unavoidable  expenditure”.  However.  section 
h of  the Treasury  Regulations  issued in terms of the  PFMA  does not provide  specitic 
criteria to define  “unforeseeable  and  unavoidable”.  Currently,  contingency  resent: 
amounts  are  reserved in the  expenditure  framework to meet  such  needs  for all spheres 
and the amounts are approved in an adjustments  budget. 

Although the concerns  raised by the FFC  are  important,  the  current  process for 
dlocating  contingency  reserve  amounts  involves  substantial  consultation.  Government 
maintains an open consultative  process for dividing  contingency  reserve  amounts. 
taking  into  account  unforeseeable  and  unavoidable  spending  commitments  across 
spheres.  National  government is not convinced it  is more  efficient for every  province  to 
h a w  irs own  contingency  fund. I t  will nonetheless  explore.  with  the  FFC.  opportunities 
to  improve  mechanisms  for proLincial contingencies.  This will include  the  use of criteria 
for  allocating  unexpended  contingency  amounts. National Government will consult 
Lvith the FFC  and  make  appropriate  recommendations  to  amend  the  PFMA  and/or its 
regulations  to  ensure  stability  and  predictability in the  use of contingency  reserves. 
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FFC Capi.al Grants Proposal 

The FFC proposes  a  capital  grants  model  to  allocate  capital  grants.  The  model is 
developed  for  the  education,  health  and  social  welfare  sectors  and  can  be used to 
calculate  service-  and  province-specific  capital  needs, as well as the  relative  shares  for 
each  social  sector in a province.  The  model  could be extended  to  cover  other  functions. 

The  proposed  model  takes  into  account  inherited  capital  backlogs,  ongoing  capital 
expenditure  needs.  and  depreciation. It starts by determining  the  efficient  and  actual 
capital  stocks  to  establish an initial  transition  path  that  indicates  “ideal  needs”.  Once 
idea1 needs  are  calculated. the model  would  calculate an actual  transition  path  based on 
actual  grants  received  and actual capital  expenditures. 

Got~rrrlrnerzr Respotlse i o  FFC Capital Grams Proposal 

Government  has  moced in the direction  proposed by FFC. The  infrastructure 
conditional  grant was introduced in 3000/01 to boost  provincial  infrastructure  spending 
and address  backlogs.  The  Budget  Council  endorsed  the  allocation  of  the  infrastructure 
srant  with  a  two-part  formula  based on each  province‘s  proportion  of  equitable  share 
t‘undmg and  on  their  proporrion of  the backlog  component of the  equitable  share 
formula. 

Health.  education.  roads  and rural infrastructure  needs are an  important  part of the 
equitable  share  formula‘.;  backlog  component.  Infrastructure  needs  are  also  addressed 
by conditional  grants.  Accordingly. the potential  practical  contributions  of  the  proposed 
FFC capital  grants  model .;hould be considered as  part of a comprehensive  assessment 
of the  equitable  share  formula‘s  structure  and  data and its relationship to infrastructure 
needs  funded by conditional  grants. 

The  FFC-proposed  capital grant model presents  some  useful  ways to analyse 
infrastructure  needs. but :o\wnrnent  believes  that. in its current form.  i t  would  not  be 
practical for allocating  infrastructure  grants. 

Government’s response to the FFC’s recommendations on local 
government finances 

The  scope  and  detail of  the FFC’s  recommendations on local  government  are 
substantive.  timely  and  are IargeIS supported by national  government.  The  FFC 
provided t ~ b o  further  submissions in July 2001 entitled Division of/nunicipal powrr.~ 
ancffimctions hmt.een disrricr m d  loccd mnicipalitits and Rrrnunercction ofmwiciprlf 
m w ~ c i l l o r . ~ .  

National gowrnment wi l l  implement many of the  FFC  recommendations on local 
government.  Other  recommendations  require  further  development to refine  them  into 
practical  recommendations for the medium to long  term. A number of outstanding  policy 
issues.  such as the division  powers  and  functions  between  district  and  non-metropolitan 
local  councils  require  resolution  before  these  recommendations  can  be  revisisted.  The 
Department o f  Provincial  and  Local  Government (DPLG) is leading a process  to  tinalise 
these  issues. 

The FFC‘s suggested  framework  for the local  government  equitable  share  involves: 
0 Articulation of the constitutional  requirements  for  the  local  government  share 
0 Definition  and  identification of basic  municipal  services  and  other  municipal 

functions 
0 Development of the principles  that  should  underlie  the  funding of basic 

municipal  services.  other  municipal  functions  and  lifeline tariffs 
0 Investigation of the implications of these  principles  for  the  equitable  share 

formula.  financing of districts.  funding  infrastructure  and  local  government 
borrowing. 

The  significance  attached  to  the  equitable  share  mechanism  within  the  local 
government fiscal frameLvork is being  implemented by Government.  The FFC’s 
recommendations  regardin%  infrastructure  funding  for  municipalities,  local  government 
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borrowing  and  non-metropolitan  powers  and  functions  are  also  supported.  The 
framework  should  be  expanded  to  spell out the  extent  and  type  of  local  government tax 
and tariff authority,  as  well  as  the  role  and  type of intergovernmental  transfers. 

National  government  does not accept  the FFC's recommendation for a  once-off 
conditional  grant  for  debt  restructuring  and  cash flow improvement.  The  moral  hazard 
implicit in this  approach  has been extensively  considered  and  rejected  by  government. 
There is no evidence  that  debt  repayments  are  a  more  significant  problem  for 
municipalities  than.  for  example,  personnel  costs. 

FFC proposal for  local government  equitable share 

National  government  agrees  with the FFC  that it is  important  to  evaluate  the  current 
fornlula  and  that an improved fiscal capacity  parameter is desirable.  However.  the 
recommendations  do not consider  sensitivities of the  current  formula to specific 
variables.  and  thus the likely real  effect  of proposed  changes on the  distribution  of 
resources  between  municipalities.  Given  that  some  new  municipalities  are  fragile  and 
require  time to consolidate.  and that information is poor or not available. i t  is premature 
to make  significant  changes  to  the  current  formula. 

The  initial  formula  proposed by Government on the  inception of the  equitable  share 
included a tax capacity  component,  for  intra-metropolitan tax equalisation.  that  was not 
implemented.  This  was  because  the  regional  service  levy  income at the  metro  level 
reduced  the  need  for  spillover  transfers.  Since  demarcation. it has  become  necessary to 
include  this  component.  to  improve  the fiscal capacity  measure in the I grant.  However. 
the tax capacity  component  cannot be implemented  as  current  data on property  rates i \  
not readily  measurable  because: 

0 Municipal  records  do  not  often  provide  details of the  categories  and values o i '  

0 There  are  varying  definitions  of  property tax bases in  different  parts of the 

The  Property  Rates Bill  will introduce a more  uniform  system of assessment. but will 
probably  only be enacted in mid-2002.  Current  data  submitted  to  Government  do nor 
follow  uniform  reporting  formats,  and  data  generated  through  budget  reforms  are only 
available for a few pilot municipalities.  Measures  are  being  implemented to address thi5 
situation.  The  FFC is working on proposals for improved fiscal capacity me;lsures. 
assessing  the  availability of data for each  proposed  measure  and  modellinf  the 
distribution  effects of various  options. 

It is worth  noting  that  currently  the  Institutional  component ( I  grant)  allocations  are 
made on the  basis of municipal  population  and  revenue-raising  capacity  parameters. 
This  parameter  assumes  that  individuals will pay 7.5 per  cent of their  income  towards 
property  taxes  once  the  poverty  threshold of R250  per  month ( R 1  100 per  month for 
households) is taken  into  account. 

The FFC did not raise  the  issue of the cost of governance in its  initial 
recommendations.  However. i t  addressed  this in a subsequent  submission  entitled 
Remlmerution of municipul  councillors. National  Government  concurs  that  councillor 
remuneration  should be paid from  own  budgets. 

The  basic  services  component (S grant)  of  the  equitable  share  grant will include ;I 
weighting  factor to the  nodes  from 2002/03. As the  equitable  share is an unconditional 
transfer. it is unclear  what  benefit  would  be  derived from introducing  further  services 
into  the  formula.  However.  the  principle  that  such  funds  be  included  within  this  transfer 
mechanism.  as  opposed to the  development of a conditional  grant. is supported. 

properties.  and 

country. 
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FFC proposa. on dejning and costing  basic sen1ict.s 

The  FFC  proposals  use  a  number of criteria  to  determine  whether  a  service is “basic”. 
These  include  the  intergovernmental  assignment of services  in  the  Constitution,  that  a 
service  must  be  a  basic  right  and  essential  for  life,  part of development  and  a  policy 
priority.  The  FFC  also  stresses  the  importance  of  local  considerations  and  that  some 
communities  might  not  achieve  service  access in the  short  term. 

Government Response to FFC  proposal on costitzg basic  service 

The  FFC  presents  a  Constitutional  and  legal  basis for basic  municipal  services, but 
this legal  and  constitutional  premise  does not resolve  problems in defining  such  basic 
services.  Government‘s  current  approach is to allow  for  local  discretion  within  broad 
norms and  standards.  It  must  be  noted  that the  fiscal burden to support  local  government 
is already  substantial,  and  that  a  change  requires  careful  consideration.  National 
government  recommends that  the FFC  re-examine  the  benefits of this  approach. 

The  FFC  continues to pursue a costed-norms  approach  to  the  vertical  division  for 
local  government.  Although  Government  has  reservations  with  a  costed-norms 
approach  for  reasons  outlined in response to the 2000 FFC  proposals on provincial 
allocations. i t  concurs that there is analytical c alue to more  accurate  information  on  the 
cost of municipal  services. 

FFC li$tline rnrifls. subsidies cmti redistribution proposal 

The  FFC  proposes  that  national  government  fund  lifeline tariffs. The  recommendation 
equates  the  concept of subsidiaation of service  delivery  with  the  introduction  of  “lifeline 
tariffs”. 

Government  recognises its responsibility  for  redistribution.  and by implication 
support  for  the  provision of free  basic  services.  This  support  is  provided  for in the 
equitable  share.  to  avoid  moral  hazard  implicit in a specific  conditional  grant  for this 
purpose. 

However,  service  delivery  subsidies  do  not  necessarily  involve  cross-subsidies.  To 
the  extent  this is what the FFC  intends. it must  consider  efficiency  implications  and 
potential  economic  distortions.  This  framework  needs  more  consideration  than  received 
to date. 

The  FFC  supports  the  principle of a  single.  integrated  conditional  grant  for  capital 
outlay,  and its distribution on a three-year  basis. It notes the  current  fragmentation  does 
not promote an integrated  development  approach. It also supports ;I coordinated 
framework  for  capacity  building  and  uelcomes  the  introduction of  the  Municipal 
Systems  Improvement  Prozramme. 

Government Response t o  i~~ f~ -ns t r~ tc r~ l r r  Xrant proposal 

Government  supports this proposal.  and  began  implementing i t  in the 2000101 
financial  year.  Given  that this approach is being  phased in over  a  few  years,  government 
also  supports  the  FFC‘s  recommendation  for  better  coordination  between  various 
national  departments.  Whilst  broadly  supporting  the FFC’s recommendations for an 
allocation  formula  and  grant-matching,  Government  recommends  further  work  before 
implementing  these  proposals.  specifically  on  the  relationship  between  the  equitable 
share  and  consolidated  infrastructure  transfers. 

FFC Reginml Senlices Council tRSCJ levies proposal 

The FFC proposes  that  revenue  obtained  via RSC levies  be  retained in the  local 
government  system  and that local tax discretion  be  expanded.  The FFC also  proposes 
removal of the  current  earmarking  on the use of the RSC levy  ispecifically  the 
infrastructure  earmarking)  and  the  introduction  of  an  equalisation  grant. 



dolvrmnent Response to FFC  RSC levy proposal 

Further bork  is required on municipal  revenue  instruments,  both  in  the  context of 
RSC levies  and  the  broader  local  government  restructuring.  The  division of  fiscal 
powers, will  in part. be informed  by  the finalisation of  the  powers  and  functions  of  the 
sphere  and  each  category of municipality.  Though  the  national  government  supports  the 
relaxation of spending  controls on revenue  generated  from RSC levies,  this  can  only be 
implemented  once  municipal  budgets  are  more  transparent.  Municipal  budget  reforms 
will require  all  expenditure  to  be  properly  classified to rninimise  the risk associated  with 
the  removal of restrictions.  Both  FFC  proposals  require  more  investigation  and 
discussion  within  this  context. 

The FFC supports  national  government’s  intention to promote  a  local  government 
borrowing  market. It proposes  a  rules-based  approach,  and  recommends  regulating  the 
extent to which  a  municipality  may  pledge its equitable  share  revenue to access  debt. 

Go~ernment  and the FFC  strongly  agree on the need  and  benefits  of municipal 
borrowing.  National  government  published  a  framework  for  municipal  borrowing  and 
financial  emergencies in  July 2000. titled Tile Policy FrmzeworX. f i r  Municipcll 
Bormwi17g c w l  Fimllcid Emerger7cies. Government  views  the  roles  of  fiscal  transfers 
and  municipal  borrowing  as  complementary.  Potentially  creditworthy  municipalities 
should  reduce  reliance  on fiscal transfers  to  allow  these  funds to flow to non- 
creditworthy  municipalities.  This  distinction is critical to understanding  current 
gmernment  policy on municipal  borrowing. 

The  FFC  also  contends  that  a  rules-based  approach to borrowing is appropriate  for 
certain  categories of local  government.  Undifferentiated  normative  limits  relating  debt 
or debt  service to fixed percentages of a  municipality’s  budget  could  encourage 
under-capacitated  municipalities to over-borrow  and  restrict  healthy  municipalities  from 
appropriate  levels of borrowing.  Rules-based  limits  may  be  appropriate  for  countries 
with  under-developed  financial  sectors.  However. i t  is not  necessary  where  capital 
markets  are  well  developed.  as  they  are in South  Africa.  The  objective is to  ensure  that 
capable  municipalities  use  their  full  potential  to  free  up  national  capital  resources  for 
poor  and  rural  municipalities  that  cannot  attract  private  sector  finance.  Restricting  the 
use  of  the equitable  share would also  impede  budgetary  discretion. 

National  government  accepts  the FFC’s caution  against  creating  dependence on 
national  intervention,  and  believes  local  governments  should  assume  the  greatest 
possible  level of accountability  for  financial  health.  However.  under  some  circum- 
stances.  mechanisms to deal  with  municipalities in financial  emergencies  are  required. 
Existing  constitutional  provisions  and  their  implementation  have  proved  inadequate. 
Hence  the  approach  proposed in the  Municipal  Finance  Management  Bill  and  proposed 
constitutional  amendment. 

The FFC proposes funding  for  municipal  health  services  be  included  within  the 
equitable  share for local government in the long  term. In the  interim. it is proposed  that 
funding for district  health  services be disaggregated  to a district  level  to  enable  more 
equitable  allocations  within  provinces. 

The  devolution of functions  from  national or provincial  government  to  local 
government is complex.  involving not just  the  shifting of funds  (as  funds  follow 
function). but also  shifting  personnel.  assets  and  liabilities. As noted in the 2001 
Inrergovenzmenrul  Fiscal Re1iel.t.. the  financial  impact of shifting staff from  provincial 
to  local  government  can  be  extremely  costly  as  the  experience of shifting of R293 
personnel  from  provinces  to  the  local  governments  has  shown. 

A second  issue  relates to sequerzcing the  devolution of provincial  functions.  This  must 
be  informed  by a process  that  prioritises  such  shifts, to avoid  swamping  local 
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government  with  additional  functions.  The timing for  such  fuaction  shifts  must  take  imo 
account  the  capacity  of  local  governments  to  perform  their  current  functions. 

This function is currently  with  provinces  and  the  provincial  equitable  share  formula 
includes  a  significant  health  component.  For  this  reason,  the  transfer  offunctions  should 
be  duly  identified in the  Division  of  Revenue  Act on the  basis  that  "funds  follow 
function". 

The  pace  and  extent of such  decentralisation  has  not  been  finalised.  the  definition  of 
health  service  provision  has  not  been  clarified  and  the  costs  thereof  have  not  been 
quantified.  The  FFC  proposal  that  health  services  be  excluded  from  the  local 
government  equitable  share  for  the  time  being is supported. 

Scrmmm? ~?f'ciisc~.r.r.siv/~ on FFC I O C L I ~  yovrrr~rnerzr rrcomrnendLztions 

The  scope  and  detail  of the FFC's recommendations on local government  are 
commended.  There  are a number of recommendations  that  national  government is in  
agreement  with and accepts.  Others  require  further  development  to  become 
implementable  recommendations  for  the  medium to long  term.  A  number of outstanding 
policy  issues.  such as the  division of non-metropolitan  municipal  powers  and  functions. 
require  resolutlon  before final recommendations  can  be  made.  The  timing  for 
implementing  many of the  reforms must take  into  account  that  the  new  municipalities 
u i l l  require  time to integrate  and  stabilise their  deli\.ery capacity. 

Part 2: Fiscal Framework for 2002 MTEF 

Fiscal  framework 

Table E-I presents  medium-term  macroeconomic  forecasts  for  the 2002 Budget. I t  
sets  out  the  grou.th a.ssumptions and fiscal projections  on  which  the tiscal framework is 
based. 

Table E l  Medium-term  macroeconomic  assumptions 

2001/02 
1001 2002 

Budget  Budget 
Gross domestic product '387.2. 990.u 

2004105 

2001 
Budget 

I 271.5 

_ .  3 6% 
4.6"r 

313.7 
21.5ffr 
334.6 

2 6 . 2 9  
-21  .4 

-1,7cc 

Before  resources  can be divided.  provision is made  for  national  commitments  such as 
debt  service costs and a contlngency reaerve. Debt  servicing  obligations of 
R-17. 5 billion,  R49. 8 billion  and R51, 4 billion are  projected  for  the  three LMTEF years. 
and the contingency reser1.e amounts to R3.3 billion. R5 billion  and  R9  billion. 

As shown in table E-?. once  commitments  are  deducted.  the  total to be shared 
between  the  spheres  amounts  to  R337. I billion. R256.4 billion  and R3-73. I billion 
over the three MTEF years. This revenue pool is available for sharing  between  national. 
provincial and local  spheres. 

The  division of resources  between the three  spheres is determined  primarily by the 
initial  baseline  allocations in the 2001 Budget.  which reflect current  priorities,  together 
with  priorities  identified  for  additional  resources in the  framework.  Hence.  chan,  oes  are 
generally  restricted to the  margin 

Additional  allocations  are  made  available  from  revisions  to  the  framework  arising 
from  economic  growth.  robust tax collection.  higher  inflation.  drawing  down  the 
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contingency  reserve  and  savings on debt  service  costs.  The  new  priorities 2nd pressures 
identified  over  and  above  the  current  priorities  reflect  Government's  commitment 
towards  reducing  poverty,  inequality  and  vulnerability.  These  include: 

0 Increasing  the  take-up of the  child  support  grant  and  the  impact of HIV/Aids 
on social  development  programmes 

0 Increasing  health  spending  to  cope  with  cost  pressures  such  as  HIV/Aids  and 
hire  professional staff, especially in rural  areas 

0 Poverty  alleviation  programmes,  including  social  security  and  support  for 
municipalities in providing  free  basic  services  to  the  poor 

0 Increasing  spending to redress  serious  backlogs  in  maintenance.  rehabilita- 
tion. and  construction of public  infrastructure  and  to  stimulate  investment  and 
economic  growth 

0 Restructuring the Unemployment  Insurance  Fund  and  the  Post Office to 
ensure  improved  service  quality  and  access 

0 Increasing  budget  resources for rural electrification,  and 
0 Expanding  early  childhood  development.  improving  access  to  education for 

children  with  special  needs m d  strengthening  mathematics  and  science 
education. 

Table E l  Division of revenue between the spheres of government 

These  priorities  determine  how  the  additional  allocations  are  divided  between tile 
jpheres.  Funds How towards  the  sphere  responsible for the  prioritised  functions.  The 
impact o f  these  policy  decisions on the  division of revenue is reflected in table E-?. 

The re\ised budget  framework  provides for additional  spending  of Rl-3.4 billion in 
3002103 and R17.9 billion in 7003104 compared  with  forward  estimates for these !'ears 
in the 3001 Budget. 

The  national  share  decreases  marginally  from 40.6 per  cent in 2001/02 to 40.5 in  
7002/03 and  further  declines to 40.2 per  cent in 1003105. The  local  government  share is 
significantly  above  previous  budgets,  rising  from 3,0 per  cent in 1001/02 to 4.0 per  cent 
in 2004/05. The  provincial  share  also  decreases  somewhat.  from 56.4 per  cent in 
2001/02 to 55.8 per  cent in 200405. 

Schedule 1 of  the Bill is the legal division of revenue  between  the  three  spheres.  and 
IS based on fiscal framework  table E-3. The  table  indicates  how  Schedule 1 allocations 
are  reconciled  with  the  total  available  expenditure. 

The  national  allocation in Schedule 1 (for 2001/02) is  the  actual  amount  allocated to 
the  national  government for appropriation or as a direct  charge  (but  excluding  the 
provincial  equitable  share).  The  national  Appropriation  Bill,  based on the  national 
allocation.  includes  conditional  grants for provincial  and  local  spheres.  and  ithe 
top-sliced)  allocation  for  state  debt  costs.  a  direct  charge on the  National  Revenue  Fund. 
I t  also  includes  the  contingency  reserve. 
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.The provincial  and  local  governmelt  allocations  in  Schedule 1 reflect  their  equitable 
share  allocations  only,  and  therefore  exclude all conditional  grants  and  grants-in-kind. 

Table E3 Schedule 1 of the  Division of Revenue  Bill and the Fiscal Framework 

2001/02 2002103  2003104  2004105 
Budget  Revised Medium-term  estimates 

R million estimate I 
Total expenditure 258317  2625901 287909 311  231  334  561 

Less: 
Debt  service  costs 48 138 47515 47503 49845 52434 
Contingency  reserve 2 000 . - 
Total allocated  expenditure  208  179  215  075 1 237  106  256  386  273  128 

3 300 5 000 9 000 

of which: 
National share including  statutory 
appropriations  and  reserve 149439 152  512 164  604  177  743 192 011 

Debt servlce costs 48 138 47515 47503 49 845 52-4-34 
Contingency  reserve 2 000 - 3 300 5 000 9 000 
National share 99  301 104997 113802  122898  130578 

of wl~icll: 
Condir~ontrl prams 15015 I7679  17695 19592 20667 

National share 
(Excluding conditional grants) 84286 87  317 96  106 103307 109  911 
Provincial  share 117387 121 206 132 420 142844 152 363 

Eyuirable :/lure 106 260 107160 119 152 128166 137059 
Condirional ?rants 11 127 13 745 12 967 1 1  378 15-971 

Local  government  share 6 506 6 352 8  580 10 235  10  854 
of ~ v l ~ i c h :  
Eyuirubie share 2615  2 6 1 8  3852 5021  5461  
Conditional grants 3888 3 934 4 728 5213 53%’ 

Lsss: 

c$ \ t~ll iC/2: 

~ ~ 

Part 3: Taking  Account of the 10 factors set out in the 
Constitution 

Section 214 of the  Constitution  requires  that  the  annual  Division of Revenue  Act  only 
be  enacted  after  account is taken of factors  set  out in sub-section 714(7) (a) to ( j ) .  of the 
Constitution.  These  include  national  interests.  provisions  for  debt,  needs of the  national 
government  and  emergencies:  the  allocation of resources  to  provide  basic  services  and 
meet  developmental  needs: fiscal capacity  and efficiency of the  provincial  and  local 
spheres:  reduction of economic  disparities:  and  promotion of stability  and predictabilit!. 

This  part of the  annexure  gives  effect  to  section 10(5)(a) of the  Intergovernmental 
Fiscal  Relations  Act.  Taking  the  Constitutional  factors  into  account is integral to 
processes  that  determine  the  division of revenue.  Below is a summary of the 
constitutional  principles that were  taken  into  consideration in deciding on the  division of 
revenue. 

National  interest  and  the  division of resources 

x stable  macroeconomic  environment,  strong  economic  growth.  reduced  poverty. 
inequality  and  vulnerability.  low  unemployment,  reduced  crime  and an efficient  public 
service  are  addressed by programmes  coordinated by national  government. 

Provision  for  debt  costs 

The  resources  shared  among the three  spheres of government  include  proceeds  from 
national  government  borrowing. In recognition  of  Government’s  obligation to repay its 
borrowing  and  protect  its  capacity  to  borrow  at  low rates. debt  service  costs  are  met 
before  resources  are  shared. 

c 
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Natioml  needs  and  interests 

The  Constitution assigns exclusive  and  concurrent  powers to each  government 
sphere.  The  national  government IS responsible for functions  that  cross  provincial 
boundaries. including  protzction  services.  economic  services and foreign  affairs. 

Provincial  and local basic  services 

Sub-national  governments  have  significant  autonomy  to  allocate  resources to meet 
basic needs and respond  to  provincial and local  priorities.  The  division of revenue 
pro\ides  equitable share increases  to  provinces and local government.  This  years  year's 
tii1,ision of revenue takes explicit  account of cost  pressures  relating to social security 
grants. increased health costs related  to HIVlAids. and the provision of free  basic 
w- \  ices in local  government. 

Fiscal capacity  and efficiency 

The Constitution a.s<ign.s the primary p e r n m e n t  revenues t o  the national sphere. 
Local government5 tinance most of their expenditure with property rutes. regional 
\ e n  ice turno\er  and  pa>roll Iwies. user  charges and fees. The pro\ irlcinl sphere. 
howe\w. has  rninirnal wwnue-raising  capacity. To compensate  for  thls. nationallq 
raised re\enue is shared. \\ith provinces  recei\,ing the larger  share. X 1 1  three spheres are 
strengthening  their tinancial management  capacity. 

Developmental  needs 

Economic  disparities 

Obligations in terms of national  legislation 

Predictability  and  stabilit! 

Need for Hexibility in responding to emergencies 

GoLernment ha:, Hsuibility to respond to emergencies  through a contingency reservc' 
that pro\ ides a cushion for  "unforseeable and unavoidable"  expenditure. 
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Part 4: Provincial Allocations 

National  transfers  to  provinces  comprise  more  than 96 per  cent of provincial 
revenues.  of  which 90 per  cent is through the equitable  share  (see  table E-4). The 
remaining 10 per  cent flows as conditional  grants.  Provinces  raise  less  than 3 per  cent of 
their  revenues  from own sources, 

Table E l  Total transfers  to provinces, 2002/03 

Equitable Conditional Total 
R million  share grants transfers 
Eastern Cape 2 0  498 I 522  22 020 
Free Sute 7 996 970 8 966 
Gauteng IS 224 3 488 21 712 
KwaZulu-Natal 21 343 2 131 26 177 
4IpLlnlal3n,.3 Y 128 694 9 122 
Northern Cape 2 YO7 247 3 153 
Northern Pro\ incc 16 145 I 256 17 401 
S o r t h  West 9 993 h8S I O  680 
\‘?ehtern C ~ p e  I O  919 I 970 12 389 
Cnalloca[txi 
Total 119 452 12 967 132 420 

Provincial equitable  share 

The  Constitution  entitles  pro\inces t o  a share of nationally  raised  revenue. The 
provincial equit:lble share al1oc:ltion funds the  bulk  of public  services  rendered by 
provinces.  The equitable share m1ounts to R I 19.5 billion in 2003_/03. R 128.5  billion in 
2003/04. and R127.1 billion in 200405. I t  is divided  between  provinces  using  the 
pro1 incial  equitable  share Formula. 

Re\?.rims ro r h o  f i j r r n ~ d o  

The  structure of the  equitable  share  formula  has  been  retained  for  the 2002 Budget. 
The  formula.  houetw, was adjusted to reflect increased  provincial  spending  on  social 
security  grants  and  updates  for new data on school  enrolment. The weighting of  the 
social  services  components reflect expenditures  on  these  services  over a three  year 
period. Expenditure  data  reported in the 2001 I ~ ~ t ~ ~ ~ ~ ) ~ ~ ~ ~ / . ~ ~ ~ ~ ~ e ~ ~ t ~ ~ f  Fiscd Reliexl,. 
indicated  that  welfare as a share of provincial  expenditure in 7001/01 rose to 19 per  cent 
(and reaches n high of 25 per cent in Northern  Cape).  Based  on this. the  weight  for  the 
\\elfare component \\as increased one percentage  point. A balancing  reduction in  the 
weight of the economic component is also effected. The formula  has  been  updated  for 
latest enrolment data in  cducation. the average o f  the past three years ( 1998.  1999  and 
3000 ) .  

The r-e\.isrtl t ,qlrirt/h/e s / ~ u / ~ e  f i ~ r - ~ u u / ( /  

The  equitable  <hare  formula  comprises  seven  components  that  attempt to capture  the 
relative  demand  for ser\,ices between  pro\ inces and to adjust  for  particular  provincial 
circumstances. It  considers. for example.  infrastructure  backlogs  and poverty levels. 
Although the formula  has  components for education.  health  and  welfare. the share 
“allocations”  are intencied merely as broad  indications o f  relative  need.  Provincial 
Evecutive  Committees ha\ e discretion  regarding  the  provincial  allocations for each 
function. The pro\ incial equitable  share  formula (with latest updates)  comprises the 
follo\ving components: 

.An education  share (41 per  cent)  based  on  the  size of the  school-age 
population  (ages 6-17) and  the  average  number of learners  enrolled in 
ordinary  public  schools for  the paht three  years 
X health  share ( IC!  per cent)  based on the  proportion  of  the  population  with  and 
without  access t o  medical  aid 

0 ‘4 social  security  component ( 18 per cent)  based  on  the  estimated  number  of 
people  entitled  to  jocial  security grants-the elderly.  disabled  and  children- 



weighted  by mil:p a poverty  index  derived  from  the  Income  and  Expenditure 

0 A basic  share (7 per  cent)  derived  from  each  province’s  share of the  total 
population of the  country 

0 A backlog  component (3 per  cent)  based  on  the  distribution  of  capital  needs as 
captured in the  schools  register  of  needs,  the  audit of hospital  facilities  and 
share of the  rural  population 

0 An  economic  output  component (7 per  cent)  based on the  distribution of total 
remuneration in the  country,  and 

0 An  institutional  component ( 5  per  cent)  divided  equally  among  the  provinces. 
Table E-5 shows  the  current  structure  and  distribution of shares  by  component.  and 

the  target  shares  to  be  reached by 2003/04. The  elements of the  formula  are  neither 
indicative  budgets nor guidelines  as  to  how  much  should  be  spent  on  those  functions. 
Rather,  the  components  are  weighted  broadly in line  with  expenditure  patterns to 
provide an indication of relative  need. 

Survey 

Table E5 Distributing  the  equitable  share,  percentages by province 
~ 

Education  Health  Social  Basic  Economic  Institu-  Backlog  Target 
welfare  share  activity  tional  shares 

W i q l z r i / ~ y  -11.0 19.0 18.0 7.0  7.0 5.0 3.0 100.0 
Eahtern Cape 18.1 17.0  19.6 15.5 6.5 11.1 20.6 17.0 
Free State 6.3 6.5  7.1  6.5 5.3 11 .1  5.7 h.6 
Gauteng 12.6 14.7 13.9 18.1 11,6 1 1 . 1  5.1 15.1 

Mpumalanga 7.3 7.2 6.5 6.9 l,o 1 1 . 1  8.5 7.2 
Northern Cape 1.9 2.0 2.2 2.1 1.7 11.1 1.3 2.3 
Northern Provincz 15.4 13.3 13.7 12.1 3.0 1 1 . 1  22.9 13.6 
North West X.0 8.6 8.7 8.3 -5.7 1 1 . 1  9.4 8.3 
Western Cape 8.0 8.9 8,8 9.7 11.1 11.1 3.7 8.9 
Total 100.0 100.0 100.0 100,o 1 0 0 , ~  100.0 1on.o 1no,o 

K w ~ Z U I U - N ~ I ~ I  22.0 21.7 19.6 20.7  17.0 1 1 . 1  22.9 20,6 

Education component 

The  education  component  targets  primary  and  secondary  schooling,  which  accounts 
for roughly 90 per  cent of provincial  education  spending.  Both  the  school-ase 
population  and  enrolment  numbers  are  used  to  reflect  the  demand  for  education  servicss. 
The  school-age  cohort.  ages 6-17, is double  weighted,  reflecting  Government’s  desire to 
reduce  out-of-age  enrolment.  The  enrolment  figures  have  been  updated  for  the 2002 
Budget,  taking  into  account  the  average  enrolment of the  last  three  academic  years 
( 1998. 1999 and 2000) provided  by  the  national  Department of Education. 

Table E6 Calculation of education  component 

Thousands  Enrolment School-age Weighted 
share 

(6-17) (9) 
Itkl,qlllill$ I 7 

Eastern Cape 2 253 2 010 18.1 
Free State 7s4 650  6.3 
Gauteng 1 508 1 394 12.6 

Mpumalanga 922 759 7.3 
Northern Cape 202 223 I .9 
Northern Province I 901 1 665 15.3 
North West 931 896 8.0 
Western Cape 925 895 8.0 
Total 12 184 10 930 lO0,O 

KwaZulu-Natal 2 719 2 317 22.0 
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Health component 

The  health  component  addresses  the  need for provinces  to  deliver  primary  and 
secondary  health  cdre  services. As all  citizens  are  eligible  for  health  services,  the 
provincial  shares of the  total  population  form  the  basis  for  the  health  share.  The 
formulation of the  health  component  recognises  that  people  without  medical  aid  support 
are  more  likely  to  use  public  health  facilities,  and  are  therefore  weighted four times 
higher  than  those  with  medical  aid  support.  This  assumes  the  uninsured  account for 95 
per  cent of the  usage of public  health  facilities.  The  proportions of the  population  with 
and  without  access  to  medical  aid  are  taken  from  the  1995  October  Household  Survey 
and  applied to the  census fi, owes. 

Table E7 Calculation of health  component 

Thousands  With  Without  Weighted 
medical  aid  medical  aid  share ( % )  

Weiehtino I 4 
Eastern  Cape 510 5 793 17.0 
Free  State 467 2 166  6.5 
Gauteng 2 958 4 390 14.7 
KwaZulu-Natal 1 103 7 314 21.7 
Mpumalanga  392 2 409  7.2 
Northern  Cape 175 665 2.0 
Nonhern Province  376 4 554 13.3 
North  West 457 2 897 5.6 
Western  Cape 1 1’7 2 830 8.9 
Total 7 566 33 018 100.0 

Welfare conzponmr 

The  welfare  component  captures  provinces’  responsibility for social  security  grants. 
The  constituent  parts  reflect  the  target  populations of social  security  payments,  weighted 
by the  distribution  of  expenditure  for  each  type of grant. For example,  the  bulk of social 
security  payments  are  old-age  pensions. Means testing of grants  is  reflected  through an 
income  adjustment  based on the  provincial  share of the  population in the  lowest tlvo 
quintiles of the  income  distribution.  This  information  was  drawn  from  the 1995 Income 
and  Expenditure  Survey.  which  has  not  been  updated.  Data  from  the  Department of 
Social  Development  on  actual  expenditure by grant  type  indicate  the  current  weightings 
are  still  appropriate.  These  weights  do  not  make  explicit  provision  for  the  child  support 
grant,  although  the  vertical  division of revenue  takes  this  into  account.  The  adjustments 
to the  welfare  component  weight.  which is based on the  latest  actual  expenditure 
inclusive of the  child  support  grant  partially  compensates  for  this. 

Table E8 Calculation of the  welfare  component 

Percentage  Old age Disability  Child  care 1 All grants  Income  Weighted 
I adiustment  share 

Wei,ghtin,s 65.0 -75.0 10.0 1 75.0 25.0 100.0 
Eastern Cape 19.1 153 17,4 1 18.0 21.3 19.6 
Free  State 
Gauteng 
KwaZulu-Natal 
Mpumalanga 
Northern  Cape 
Northern Prownce 
North West 
Western Cape 
Total 

6.2 6 5  
15.: 18.1 
19.8 10.7 
5.9 6.9 
3. i 2.1 

L 3.0 12.1 
7.8 8.3 

10.4 9.7 
100.0 100,o 

14.8 

100,o 

6.2 
16.2 
20.2 

6.3 
2.1 

13,O 
8,0 

10.0 
100,o 

9.6 7.  i 
7.2 13.9 

17.6 19.6 
7.1 6.5 
2.6 2.2 

15.8 13.7 
10.7 5.7 
5.2 8.8 

100,o 100,o 
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Economic uctitit>. component 

The  economic  activity  component is a proxy  for  provincial  tax  revenue,  directing  a 
proportion of nationally  collected  revenue  back  to its source.  It also reflects  costs 
associated  with  economic  activity,  such  as  maintenance of provincial  roads.  In 1999, the 
distribution of employee  remuneration  replaced  provincial  Gross  Geographic  Product 
(GGP)  figures,  since  remuneration  comprises  roughly 60 per  cent of provincial  GGP  and 
the GGP figures  had not been  updated  since 1994. For 2001. Government  decided  not  to 
adjust  this  component of the  formula,  pending  publication of new  GGP  data. 

Table  E9 Economic  activity shares 

Percentage  Share of 

Remuneration 
Eastern Cape 6.5 
Free State 5 2  
Gautens 41.6 

Mpumalanga 4.9 
Northern Czpe I .7 
Northern ProLinoe 3 .o 
North \Vebt 3 ~ 7  
Western Cape 14.4 
Total 100.0 

KL\aZulu-?JataI 17.0 

Baric ~'0111po17e111 

In 1999. the  basic  component  was  split  into  a  basic  share  distributed  by  population 
and  a  backlog  component.  The  backlog  component  incorporates  estimates of capital 
needs 3s drawn  from  the  Schools  Survey of Needs  and  the 1998 MTEF health  sector 
report  on  hospital  rehabilitation.  The  backlog  component also incorporates  a  rural  factor. 
in keeping  with  Government's  focus on rural  development. As no new  information is 
available  regarding its sub-components.  the  backlog  component  remains  unchanged. 

Table E10 Calculation of backlog  component 

Percentage  Health  Education  Rural  Weighted 
share 

Wei,qhfl/l,q 18. 0 40,o 42.0 100.0 
Eastern Cape 16.3 72.0 21.3 20.6 
Free State 3.8 7.8 4.4 5.7 
Gauteng 10.8 6.3 I .1 5 .  I 
KLWZUILI-S~ILII 16.0 73.5 -I .a 72.9 
Xlpumalanga 9.2 7.5 9. I 8.5 
Northern Cape I .2 1.2 1 ..3 I .3 
Uorthern Provlnce 27.5 70.4 23.3 22.9 

3 i  i 

North  West 9.1 7.5 11.6 9.4 
Western Cape 6. I 3.Y 2.3 3.1 
Total 100.0 100,O 100.0 100.0 

( /1sri tut iomI ~ ' 0 1 1 1 1 7 0 1 7 e ~ r  

The  institutional  component  recognises that some  costs  associated  with  running II 

government  and  providing  services  are  not  directly  related  to  the  size of a  province's 
population.  It is therefore  evenly  distributed  between  provinces,  as  was  the  case  last 
year. I t  constitutes 5 per cent  of  the  total  equitable  share, of which  each  province  gets 
I 1.1 per cent. 

The phasing-in (f thrjbr-rnul~~ 

The  formula  determines  the  equitable  share for each  province. In 1999/2000. tWO 

years  after  the  formula  was  introduced.  data for the 1996 Census  was  published.  The 

c 
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d m  reflected  demographic  profiles  different  from  the  preliminary  census  results used i1-i 

the formula. Given  the need to ensure  stability in provincial  budgets,  it was agreed  that 
revisions  to  the  formula  should  be  phased in over  five  years. from 1999/2000 to 2003/()4. 
The  target  date  of 2003/04 has  been  retained. so that  the  formula is fully  implemented  at 
the  start of the 2003 MTEF  cycle.  Table E- I 1  shows  the  phasing. 

Table E l l  Phasing in the  equitable  share 

1999100 2000/01 

100.0 100.0 Total 100.0 100. 1 100.0 
9.1 5.9 Western Cape 9.8 9.6 
8.4 8.3 North Wr\t 3.6 8.4 

13.5 13.6 13.5 Northern Province 13.3 13.4 
2.4 2.4 2.4 Northern Cape 2.4 2.4 
7.1 7.2 6.9 M p u m u l ~ n g a  6.7 6.8 

20.4  20.6 20.2 KwaZulu-Natal 19.8 20.0 
15.3 15.4 15.2 Gauteng 14.9 15.1 
6.7 6.6  6.1 Free State 6.8  6.8 

17.2  17.0  17.3 Eastern Cape 11.6 17.4 
Yer1r 4 Year 5 Year 3 P hnsitl q Yerir 1 Year 2 

target Percentage  base 
2002103  2003104 2001102 

I 9.4 

Conditional  grants to provinces 
Schedules 3 and 4 of the Division of Revenue Bill list all conditional  grants to 

provinces.  Conditional  grants  are  a  small but significant  portion of provincial  revenue. 
These  grants  were  introduced in 199Xi99 to support  national  priorities.  particularly in 
the  social services  sectors. In particular. conditional grants are  used  to: 

0 Provide for national priorities in  the budgets of other  spheres 
0 Promote  national  norms  and  standards 
0 Compensate  provinces for crocs-boundary flows and inter-provincial  benefits 
0 Etfect  transition by supporting  capacity-building  and  organisational  reforms. 

Address  backlogs and regional  disparities in  social  infrastructure. 
and 

Although  the  conditional  grant  system  has  improved.  some  problems  remain. 
Previous ~ / ~ r ~ r ~ ( ~ v e ~ i ~ ~ ~ ~ e / ~ r ~ ~ ~  Fiscrd Reviews highlighted  such  problems.  including 
non-transfers and underspending.  while  annual  Division of Recenue Acts introduced 
corrective  measures.  The 2002 Division of Revenue Bill completes  further  reform4 
through  advanced  planning.  enhanced  transparency and clarifying  responsibilities o f  
national  departments  and  provincial officers. 

Except  for  the  housing  subsidy and HIViAids grants. no significant  changes  are made 
to  conditional  grants  allocutions in  the 3002 MTEF. However.  changes  are  introduced in 
the policy framework  underlying  some of the  grants.  particularly in health  and  housing. 
Policy and equit)  conaiderations  necessitated  restructuring  and  rationalisation of health 
c r a m .  

f l-o\~i~lcicli cofic/ifi(>?id C ~ . ~ ~ t ~ r  F!-U??f?\\’fJ/-k 

The provincial fra1newol-k for  conditional  grants  addresses  problems  that  emerged . Limit the number of conditional  grants to those  terrains  where  the  equitable 
sh;Ire and norms 2nd standards  cannot  fund  specitic  programmes . Eliminate small conditional  grants as they  impose  disproportionate  adminis- 
trati\ e burdens . ProLide tougher  criteria for national departments‘  planning  to  introduce 
conditi(>nal  grants.  including  more  rigorous  consultation  with  provinces . Incorporate  conditionul  grants  into  the normal budget  preparation  process . Pro\,ide best practice in  designing.  planning  and  monitoring  conditional . F o c ~ ~ s  on outcomes  rather  than  inputs  when  monitoring  conditional  grants. 

\\.ith  grant  implementation.  The f r a m m o r k  aims tO: 

grants. and 

The  frarnea.ork  draws a distinction  between  equitable  shares  and  conditional  grants. 
It emphasises  that  equitable  shares  are  transfers  made to enable  provinces to Provide 
basic i;er\ices  and nationally agreed  priorities.  such as school  education.  health and 
soci;ll grants. Llnd other  constitutionally :Issigned functions.  The  development of norms 
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x and  standards with quantifiable sxvice  delivery  measures Kill enable  national 
departments  to  monitor  the  extent  to  which  sub-national  budgets  comply  with  national 
standards.  Reforms in the  intergovernmental  system,  financial  management  and  budget 
process  provide  for  better  understanding  of  national  priorities  and  pressures on 
sub-national  budgets  and  allow  for  effective  monitoring  to  ensure  provinces  prioritise 
nationally-agreed  policies in their  budgets. 

The  framework  draws a distinction  between  two  types  of  conditional  grants:  block 
grants  and  specific  purpose  grants.  Block  grants  provide  recurrent  funding for assigned 
or specialised  functions  and  have  limited  conditionalities.  Block  grants  include 
specialised  grants  like  the  National  Tertiary  Services  and  Health  Professional  Training 
grants. 

Special  purpose  grants  have  strong  conditionalities,  often  to  fund  specific  national 
priorities.  These  grants  are  used  to  influence  the  way  services  are  delivered in the  short 
to  medium  term,  through  conditions  imposed by a national  department,  which  can  result 
in a sanction if  conditions  are not met.  Examples  include  the  provincial  infrastructure. 
housing  subsidy,  education financial management  and  HIV/Aids  grants. 

Specific  purpose  grants  are nrr opfiotz of last resort. considered  only if a national 
department  demonstrates  the  equitable  share  mechanism  has  failed  to  get  provinces  to 
budget  for  specific  priorities. 

Given  the  system of intergovernmental  relations. a set  of  principles  to  guide  the 
budget  process  across  all  three  spheres of government  has  been  developed.  These 
principles not o n l y  promote  transparency. but also ensure  accountability.  better  auditing. 
better  planning  and  implementation of conditional  grants.  The  critical  principles  are 
that: 

0 .All fund  allocations  must  be  part of one  comprehensive  budget  process 
0 Departments  make  three-year  allocations  for  all  grants 
0 Each  grant  to  be  appropriated by the  receiving  beneficiary  government 
0 There  should  be  transparency of criteria  for  division of a grant  between 

Focus  should  be on performance  monitoring  and  outputs.  and 
Clear  arrangements  that  ensure national departments fulfil their  fiduciary 

provinces 

responsibilities. 

Allocations 

Tables E- 12 and  E-13  provide  summaries of conditional  grants  for 2002103 and 
allocations by province.  The  largest  conditional  grants  in  the 1002 Budget  are i n  the 
health  sector  (R6.1  billion),  followed by the  Department of Housing  (R3,S  billion).  and 
the  National  Treasury (R2 billion).  Education  and  Welfare  Departments  administer 
small but important  grants  for  the  improvement of financial  management in these 
sectors. Four provinces,  Gauteng,  KwaZulu-Natal,  Western  Cape  and  Free  State. benefit 
most  from  tertiary  services  and  training  grants in health.  Significantly.  they  provide 
specialised  services to all citizens.  Other  health  grants  flow  mainly to poorer  provinces. 
Below is a summary of the  conditional  grants  listed in Schedules 3 and 4 o f  the  Bill. 
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Table E12 Conditional  grants for 2002 

2001/02 
R thousand  Revised’ 

Agriculture 
Land C x e  Projects 

Health 
National Tertiary Services 
Health Professions Training and Development 
Hosp~tal Revitalisation 
Nkohi Albert Luthuli  Academic Hoymal 
Pretoria Academlc Hospltal 
HIViAids 
Integrated Nutrition Programme 
Hospital Management Improvemrnt 

Yational  Treasury 
Supplementary Xllocation 
Provlnclal Infrastructure 
Infrastructure Rehabllitatlon 
Section 100( 1 ) ( a i  X; orerment 

Education 
Financial Management and Quaiit! Enhancement 
HIViAids 
Early Childhood Developnxnr 

Housing 
SA Houslng Subsidy Grant 
Human Resettlement  Debeloprnrnt 

Social  Development 
Financial Mana~ement and Soclal Security  System 
Social Security  Backlog 
HIViAids 
Wornan Ragship 

Provincial  and  Local  Government 
Local Government Suppon 
Consolidated h l u n q n l  Infrahtrusture Programme 
Disaster Relief 

28  376 
28 376 

5 984 293 
3 459  594 
1 234 090 

500 000 
103 800 
50 000 
54 398 

582 41 1 
- 

3 947  877 
2 247 877 
800 000 
600 000 
300 000 

297 500 
1 13 000 

63  500 
21 000 

3 325 958 
3 225 958 
100 000 

2 024 073 
10 236 

1 000 000 
12 500 

1 337 

261 414 
160 00C 
98 9 11 

2 50C 

Total 15 869 491 

‘ I  
‘ I  

2002/03  2003/04 2004/05 
Medium-term  estimates 

24 000 38 000 
24 000 38  000 

- 
- 

6  399  710 6  804 711 7  256  548 
3 666 842 3 892  849 4 151 542 
1 279 248 1 299 475 1 393  366 

520 000  543 -100 576 004 
- - - 

70 000 90 000 - 
157 209 266  576 380 480 
582 411 582 411 617  356 
124 000 I30 000 137 800 

1 950 000 2 514 000 2 852 540 

1 550 000 2 314 000 2 852 840 
400 000 100 000 - 

- - - 

- - - 

418  320 439  814 373 403 
7-24 320 234 414 248 479 
142 000 117 400 124 924 
52 000 88 000 - 

3 843 674 4 246  898 4 461 912 
3 739 674 4 137 898 4 346 432 
104 000 109 000 I15 540 

57 300 64 235 68 185 
10 800 - - 
- - - 

46 500  64 235 65 185 
- - - 

274  478 270 747 261 192 
170 000 160 000 143 800 
103  478 110 747 I17  392 

- - - 

12967 482 14 378 405 15 274  140 

rile c.ynlrabie rhclre. w r h  rrfrcr f i r m  rile 2002/03 tinczncinl ? e m  

Table E13 Conditional  Grants to Provinces for 2002103 

Provincial 
and Local Infra- Educa- 

,Agriculture  Health Government structure Housing tion Welfare 
R thousand 

E . w x n  Cape 
Free State 
Cautznf 
K ~ ~ a Z u I u - N d t a l  
llpumalanga 
Northern CJpe 
Northern P 
Nonh Wecr 

h OOO 436 $83 58 -166 356 107 
I 40i) 156 963 35 059 151 9 13 
- 2418044 25 744 I57 OX4 

4 1 ) O O  Y? I YO5 40777 331  123 
2 000 177 094 18 749 708 961 
I 300 81 458 18 059 5 2  997 
5 000 301 354 26 001 460 5 19 

3 000 I77 786 23 77 I 135 086 

581 485 77 .390 5 897 
290597 76354 7 7 1 0  
824940 51  453 5036 
733 759 92449 9 662 
748 038 30537 8 128 
78309 7948 3 80-1 

391767 65 616 4269 
308001  33466 65-18 

WVzstern Cap? I 3110 I 425 223 2 4 8 5 7  96210 ~ ~ 7 7 8  33047 3 246 

Total 2JO0U 6399710 27.1478 1 YSOOOO 384367J 118320 57300 II 

Total 

1 532 228 
969 Y9h 

3 458 301 
Z 133 670 

693 507 
216 875 

I 255 586 
687 658 

1 969 66 I 
I2 967 JX2 
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Heulth grants 

Health  grants  amount  to  about  R6.4  billion in 3002/03. and  increase  to  R7.3  billion by 
200405. They  constitute  about  49.4  per  cent of the total conditional  grants  to  provinces. 
The  health  sector's  new  framework  for  tertiary  services  and  training  constitutes  a  major 
reconfiguration of the  three  tertiary  services  and  training  grants  and will improve  equity. 
The new framework  provides  for  the  rationalisation of the  three  grants  into  two:  the 
National  Tertiary  Services  grant  (NTS  grant)  and  a  Health  Professional  Training  and 
Development  grant  (HPTD  grant). 

The  NTS  grant  amounts  to  R3.7  billion in 2002103. increasing  to R4.2 billion in 
2004105. The  NTS  grant will fund  tertiary  units in 37  hospitals  compared to the  current 
central  hospitals  grant  to 1 0  central  hospitals.  This  entails  redistribution of funds  from 
Western  Cape  and  Gauteng.  which  are  expected  to  fund  any  resulting  shortfalls  from 
their equitable  share o r  own  re\  enue.  The  shift  between  provinces will be phased in over 
ti1-e years.  The  basis  for  the  grant  allocations in the  base  year is the x t u a l  cost of  
>elected  tertiary  services.  Since the cost  methodology  underlying  the new grant  includes 
certain trrlining costs. part of the  previous  Health  Professionals  Training  and  Research 
g a n t  has been  incorporuted  into the NTS  Grant. 

The  HPTD  grant  consists of several  components.  The  largest is distributed to 
pro\inces  according  to  a  formula  based on the number of tnedical  students. A new 
component.  amounting  to  R227  million  over five years. is introduced in  2003103. This 
prwides  for ;I phased  increase in the  number of medical  specialists  and  registrars in  
under-sen  ed  provinces  to  address  inter-provincial  inequities.  The  aim is that 25 per  cent 
of post-graduate  training  capacity  should be developed in provinces  that  do  not  have 
such  capacity.  The  allocation  for  the  HPTD  grant is R I .3 billion in 2002103. 

The  allocation  for the Hospital  Reviltalisation  grant is R520  million in 2002103. 
incre:laing to  R576  million in  1004105. Gauteng will receive  R70  million in 2002103 and 
R90 million in 3003104 as a  contribution  towards  the  costs of construction of the 
Pretoria  Academic  Hospital. 

The  Integrated  Nutrition  Programme (INP) is targeted at poor  provinces  with  large 
populations of school  children.  Eastern  Cape,  Northern  Province  and  KwaZulu-Natal 
receive  about  63.5  per  cent of the  allocation.  This  grant  increases to R617  million in 
2004105 after  being kept constant at R582 million. The  Department of Health is also 
tinalising  a  review of  this programme  to  inform  any  changes in its  administration  and 
funding  level  for  the  2003  LITEF. 

The  Department of Health  received  R79  million in 2001102. for  financial  manage- 
ment. as part  of the  supplementary  grant  to  pilot  hospital  management  reforms.  With  the 
phasing  out of the  supplementary  grant.  the  financial  management  grant  amounting t o  
R124  million in  2007103  has been  transferred to the  Department of Health.  This  grant. 
renamed the Hospital  Management  and  Quality  Improvement  grant will facilitate 
financial.  personnel.  and  procurement  delegations.  strengthen  tinancial  management 
capacity and support the implementation of range  of  hospital  quality of care 
Intervention. \pecitied in the national  policy  for  quality of  care. 

The  Department of Education  manages  grants  for  financial  management  and  school 
quality  enhancement. earl! childhood.  and  HIViAids.  The  financial  management  and 
qtdity  enhancement grunt was introduced in 1999/00 and  was to be  phased  out in  
2002/03. But the  Department of Education  proposed  the  grant  be  retained to consolidate 
gains  achieved  over  the  last  three  years in improving  education  outcomes.  The  grant 
plays  a  pivotal  role in  the implementation of Tirisrrno. No  changes  are  proposed  to  the 
baseline  allocations. 

The  early  childhood  dehelopment  grant  was  introduced in 10Ol102.and is phased  into 
the equitable  share in  700.YOJ. The  roll-out  of  the  programme. to be  phased in over 10 
hears. will mainly be funded  from  provincial  equitable  shares. 

The  national  Department of Education  manages  two  projects  from  the  national  special 
poverty  relief fund.  The  projects  are  for  school  building  (Thuba  Makote  project)  and 
training  and  development of adult  learners  (Ikhewelo  project).  These  are  considered 
indirect  transfers  as their outputs will benefit  provinces,  even  though  the  national 
department  implements  them.  The  Thuba LMakote project is an initiative of the 
Department of Education  to  develop  and  pilot  cost  effective  approaches  to the design. 
construction  and  management of school  facilities  that  can  also  serve  as  community 

4- 
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aevelopment  centres.  The  allocation for this  project  is  R34  million in 2002/03. 
increasing  to  R64  million in 2003/04.  The  Ikhwelo  project  aims to provide  access  to 
literacy  and skills development  to  adult  learners.  It  develops  trainers  who will train  adult 
learners in agricultural  and  SMME skills and  literacy.  The  allocation  for  Ikhwelo 
increases  from  R25  million in 2001/02 to  R50  million in 2003/04. 

National T r e a s q  grams 

The  major  change in National  Treasury  conditional  grants  is  the  phasing  out of the 
supplementary  grant in the 2002 MTEF.  This  grant  has  been  used  to  improve  financial 
management  and  implement  budget  reforms.  The  major  portion  of  this  grant  (R2  billion) 
is phased  into  the  provincial  equitable  share. A portion.  which  was  supporting  health 
financial  management in provinces,  has been transferred  to  the  Department  of  Health  for 
hospital  management  reforms  and  renamed the Hospital  Management  and  Quality 
Improvement  grant. 

The  provincial  infrastructure  grant  grows  from  R800  million in 2001/02 to  R1.6 
billion in 2002/03. R2.3 billion in 100304 and  R2,9  billion in 2005105. This  brings total 
infrastructure  funds  available  through  this  grant  to  R6.7  billion  over  this  period. To deal 
with  backlogs,  the  provincial  division  has  been  etfected  using  a  combination of the 
equitable  share  formula  and  backlog  component.  This  enables  government  to  direct 
funds  towardb  provinces with large  backlogs.  without  neglecting  provinces  that 
inherited  higher  levels of infrastructure.  Provinces  are  expected to use  these  funds 
mainly  for  rehabilitation  and  construction of roads.  schools.  and  health  facilities  and to 
address  infrastructure  for  rural  development.  Provincial  treasuries  administer  this  grant. 
with  allocations  made to line  departments.  Provinces  are  also  expected  to  oversee 
implementation of infrastructure  plans  and  capital  projects. 

The flood disaster  reconstruction  grant is used to assist  with  reconstruction  and 
rehabilitation o f  infrastructure  damaged by floods in 1999/2000  in a11 the  provinces.  The 
1002 Budget  framework  sets  aside  funds  for  flood  reconstruction  amounting to 
R40O million in 20OYO3 and  R200  million in 2003/04. This  grant i5 phased  into  the 
infrastructure  grant in the last  year. 

The  Department  of  Housing  administers  two  grants.  The  Housing  Subsidy  grant 
provides  subsidies  for  low-income  housing.  The  Human  Settlement  Redevelopment 
grant  funds  urban  pilot  projects.  The  department  has  made  a  number of policy  changes 
that  affect  the  housing  subsidy  grant.  These  include  a  shift in funding to urban  areas. 
recognising  the  magnitude of housing  backlogs:  a  focus on improving  the  quality  of 
housing  units  being  delivered: an increase in the  maximum  housing  subsidy  level:  and 
implementation  of  a  medium  density  housing  strategy. 

To  enable  the  department  to  implement the new  policies  whilst still reducing 
backlogs.  the  grant  increases by R300  million.  R579  million  and  R574  million  above 
baseline  over  the  next  three  years.  This will raise real growth in housing  expenditure 
about  5.6  per  cent a year. The  department  increases  the  housing  subsidy  6  per  cent  from 
R16 000 to R17  920.  for  inflation.  The  subsidies for medium  density  housing will be 
paid up to a maximum of R2i  000. Families  earning  R3 500 or less  will  get  maximum 
amount of the  subsidy.  Given  that  the  total  cost  for  accessing  medium  density  housing 
is estimated at R54  850 per  unit. households  that  take  this  option will have to acquire 
mortgage  loans  to  top up the subsidy. 

The  Department of Housing  reviewed  the  formula  for  allocating  funds  between 
provinces to align it with  the new policy for prioritisation of urban  and  medium  density 
housing.  The key elements of the  new  formula  and  weights  are: 

0 Housing  need  defined by number of homeless  living in shacks  and  informal 

0 Households  earning less than R3 500 (30 per  cent) 
0 Population  based on the 1996  Census (20 per  cent). 

units (50 per  cent) 

To reduce  the  impact of the  new  formula on provinces  receiving  reduced  allocations. 
for the first two  years  the  new  formula is only  applied to additional  allocations  above the 
1001 baseline. Full implementation of  the formula in the  allocations  begins in 2004105. 

c 
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/ , ~ d  Government  Grunts  to  Provinces 

The  Department  of  Provincial  and  Local  Governments  transfers two grants to 
Imvinces - local  government  support  and  consolidated  municipal  infrastructure 
Imgrarnme grants-to assist  municipalities.  The  Local  Government S u p p o ~  Grant  is 
I):II.I of  capacity  building  grant  aimed at supporting  smaller  municipalities.  This  grant  is 
,111ocated to  provinces  for  municipalities  facing  financial  difficulties  in  the  medium  term, 
I)y supporting  efforts to restructure  the  institutional  and  financial  arrangements.  This 
l : lmt  amounts to R474  million  over  the  2002  MTEF. 

A portion of Consolidated  Municipal  Infrastructure  Programme  is  allocated to 
Illovinces to provide  technical  and  administrative  support to enable  municipalities  to 
Irllplcment  the  infrastructure  programme.  Provinces  are  allocated R104 million  in 
3OOY03. increasing to RI 17 million in 2004/05. 

, < , ~ , . i t r /  cltvelopment grants 

M o a t  social  development  grants  have  been  phased out. The  Financial  Management 
( ;I ; I I I ~  will be  phased O u t  this  year  and  R11  million  is  set  aside  for  provinces in 2002/03. 
I'IIc HIV/Aids  grant is mOSt important. as it provides  for  community  and  home-based 

, . , l l  <.. 

I / / \  2 \ c d s  c.otzcliriord ~ r m t s  

( ;overnment  began  implementing an integrated  strategy  for  HIV/Aids  through  the 
,,oc.I;II service  departments  (Education,  Health  and Social Development)  in  the 
. ! o O O  Budget.  The  strategy  focuses on care  and  support  for  children  and  youth  infected 
. l l ~ ( l  atf'ected by HIViAids.  Provinces  were  allocated R l lO  million  in  2001/02, 

I I 1 x 1 '  cent  of  which is allocated to health  departments  for  HIV  testing  and  counselling 
, 1 1 ~ ( 1  lor home-based  care.  while 58 per  cent is allocated  to  education  for  implementation 
, ) I  lifcskills programmes in schools.  Mindful of the  need to step  up  HIV/Aids 

ogrammes.  government is setting  aside  increased  earmarked  allocations  of 
1: [nillion in 1002/03. R138 million in 2003104 and R574 million  in 2004/05. 

I'hu health  share  increases  from  R54  million in 2001/02 to  R157  million  in  2002/03. 
I'IIIS will  enable  provinces to strengthen  voluntary  counselling  and  testing,  provincial 
I ) loyxnrne  management.  introduce  step-down  care  option,  and  roll-out of the 
, l l c )~ l~~r - to -ch i ld  transmission  prevention  program. 

fhe education  sector is responsible for the  roll-out of the  lifeskills  programme in 
, , , . l~~ols,  and  the  Department of Social  Development  is  responsible  for  the  development 
,)I' Ilolne-based  care.  The  HIV/Aids  grant  allocation to Education  increases  from R 6 3 3  
, I I ~ ~ I i ~ ) ~ l  in  2001107- to RIA2  million in 2002/02.  and  Social  Development  share  increases 
1 I ,1111 I< 11.5 million to R463 million. 
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Part 5: Local government  allocations 

The  Constitution  vests  significant  revenue-raising  capacity  with  the  local  sphere  of 
government in relation to its  functions.  The  bulk of current  budgeted  municipal  revenue 
(92 per  cent)  is  derived  from  their  own  taxes  and  user  charges.  Grants  from  national 
government,  including  the  equitable  share  and  conditional  grants,  account  for  the 
remaining  8  per  cent of municipal  revenue. 

There is, however,  significant  variation  between  municipalities,  with  poorer 
municipalities  relying on grants  for  up  to 37 per  cent of their  income  and  more  urban 
municipalities  raising  up  to  98  per  cent of income  through  local  taxes  and tariffs. 
Although  this  variation  may be largely  due to differences  in  fiscal  capacity,  it  may also 
reflect  weak  fiscal  effort  (the  failure to collect  all  revenue  due) in some  areas.  Local 
government  enjoys  the  largest  increases  in  allocations  for  the 2002/03 MTEF.  This 
includes  substantial  increases  to  the  equitable  share  and an increase in grants  focussed 
on infrastructure. In total.  national  transfers to local  government  have  increased  from 
R6,5 billion in 2001/02 to R8.5  billion in 7002/03 and  will  again  increase  in 2003/04 to 
R 10.2 billion. and R10,9  billion in 2004/05. This  represents an average  annual  increase 
of 18.3 percent  over  the  MTEF  period.  The 2004105 allocation  includes  poverty  relief 
programmes  amounting to R562  million:  these  programmes  are  expected to be ph lwd  
into  the  local  government  share.  pending  their  review by Cabinet  later  this  year. 

Types of Transfers 
Transfers  to  local  governments  from  nationally  raised  revenue  take  three  forms:  the 

rn Equitable  share  allocations  are  made to municipalities,  without  conditions 
attached.  Allocations  are  made in terms of the policy  framework  described 
below. 

rn Conditional  grants  for  infrastructure  and  capacity  building  are  disbursed by 
various  departments  in  pursuit of specific  policy  objectives  and  with 
conditions  attached. 
Grants-in-kind  are  made  when  municipalities  perform  certain  services on 
behalf  of  national or provincial  government, or are  subsidised by a national  or 
provincial  department  that  provides a service for which  a  municipality is 
responsible. An example of the  former are certain  health  and  emergency 
services; an example  of  the  latter is the  Water  Services  Operating  Subsidy. 

National  government is refining  the  system of intergovernmental  transfers to 
municipalities  to  improve  efficiency,  equity,  transparency  and  predictability.  This  reform 
programme  will: 

rn Simplify and rationalise  national  transfers to the  local  government  sphere  into 
three  funding  streams,  namely  the  equitable  share.  infrastructure  and  capacity 
building  grants  respectively 
Introduce t h e e - y e a  allocations to individual  municipalities  for  all  national 
transfers,  to  stabilise  municipal  budget  processes  and  allow  them to develop 
more  credible  Integrated  Development  Plans. 
Require  municipalities to show  all  national  and  provincial  transfers  on  their 
budgets  and  report on outputs  achieved by conditional  grant  programmes. and 
Reduce  grants-in-kind  (such as asset  transfers) to municipalities tO  enhance 
the  sustainability  and  accountability  of  capital  programmes. 

equitable  share  grant,  conditional  grants  and  grants-in-kind. 

Table E13 below  reflects  national  transfers to local  oovernment. 
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Table E1J: National  transfers to local  government 

R million 2001/02 

Equitable share' 2,618 
Transltlon grant  578 
Waler tic sanitation operatmg 660 

Subtotal  equitable share Sr related 3,856 
Consolidated bhnicipal Infrastructure Programme 921 
Water Service5 Project 758 
Community Based Public Works Proerarnrne' 349 
Local Ecomomic Development Fund' 99 
Sport Sr Recreation facilities' 36 
Uational Electrification Prozramrne 
Urban Transport Fund 38 
IntegrJted Sustainable Rural De\elopment 33 

Subtotal  capital  2.241 
Rrmxrur inz  gram 350 
Financial management grant 60 
Dlhahtsr Relief 
\lunlclpal S y w n  Irnprm t'lnent 43 

Subtotal  capacity  building Sr restructuring 456 

Total  transfers to local  government3 6,552 

t 

r 
The equitable share for local government 

The  equitable  share for local  government is an unconditional  transfer,  with  the 
formula for division  between  municipalities  based on the  principles of equity  and 
predictability.  It  was first introduced  in  the 1998/99 financial  year  and  replaced  previous 
intergovernmental  grants  transferred  through  provinces.  and  whose  division  between 
municipalities  was ad hoc and  differed  between  provinces. 

The  equitable  share is projected to increase 17.6 per  cent a year  from  the 2001103 
allocation of R2.6  billion to R5.5 billion in 3004/05. As  the  intergovernmental  transfer 
system is being  rationalised. its share  as  a  proportion of national  transfers to local 
government  increases  from -10 per cent in 7001/02 to 50,3 per  cent  in 2004/05. These 
increases  are  to  support  institution-building in newly  demarcated  municipalities  and to 
provide  resources  to  implement  commitments on the  provision of free  basic  services. 

Two recurrent  grants  are  expected to be  incorporated  into  the  equitable  share  over  the 
MTEF.  These  are  the Water Services  Operating  Subsidy.  and  the  Local  Government 
Transition  Grant. The R293  personnel  grant  was  incorporated in 2000/01. 

The  Water  Services  Operating  Subsidy.  funded  through  augmentation of the  Water 
Services  Trading  Account on the  Department of Water  Affairs  and  Forestry  (DWAF) 
vote.  funds  the  operation  of retail water  schemes  owned  and run by DWAF. These 
schemes are intended for transfer to municipalities.  although  a  lack of cost  recovery  and 
the  need  for  refurbishment of some  schemes  has  resulted in limited  progress to date. 

DWAF is currently  preparing for the  transfer of these  schemes  to  municipalities.  Once 
fundins has  been  incorporated. i t  will enhance  the  ability of municipalities  to  address  the 
challenge  of  providing  free  basic  services to poor  households. 

The  Local  Government  Transition  Grant.  aimed at supporting  municipalities  through 
the transition  process by partially  assisting  with  once-off  costs  directly  related to the 
amalgamation. is set  to  be  phased  into  the  equitable  share in the 1003/04 fiscal  year. 

The R3-93 grant  was  incorporated  into  the  equitable  share in 2000/01 although it  is not 
allocated by the  same  formula.  This  grant  covers  towns  under  the old homeland 
administrations.  and  involved the transfer of staff and  assets  from  provinces  to 
municipalities. In 2000/01. the R293 allocation for municipal  functions (R447 million) 
wab incorporated  into the local  government  equitable  share.  Based on the  number of 
staff transferred to municipalities or retained  by  provinces.  the  local  government 
equitable  share  increased R35S million  while R105 million  remained  with  provinces. 

2002/03 2003/04 2004/05 

3.852 5.02 1 5.46 1 
200 - 
700  776 768 

4,752 5,798 6,229 
1,655 2.096 2.374 

884 1,012 818 
260 260 290 
99 117 I17 
84 I73 I37 

225 210 210 
40 41 44 
32 - 

- 

- 

3,282 3,859 -1.000 
300 315 343 
I54 162 I49 
- - 
93 I00 1.71 

548 577 624 

8.581 10,234 10,854 

- 
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For 300Y03 the  local  govern'nent  share  of  the R293 grant  has  been  increased  by R23 
hillion.  This  updates  incomplete  information  provided in 2001/02 on the  number  of 
staff that  had  been  transferred  to  municipalities in KwaZulu-Natal.  Based on previous 
agreements  with  local  governments.  municipalities  are  guaranteed  their  current R293 
grant  allocations in full until 2003/04. whereafter  this  grant will be incorporated  into  the 
equitable  share. 

Excluding  the  small R993 component.  the  local  government  equitable  share  formula 
consists of two  components  (with an added  element  that will allow  for  the  recognition 
of nodal  areas): 

e An institutional  grant ( I  grant) to support  administrative  capacity in  
municipalities 

0 A basic  ser\.ices grunt CS grant) firstly. to support  the  provision of basic 
services to lo\\ -income  households:  secondly. to provide fiscal resources 
weighted t w a r d s  the  nodal areas. 

The  institutional  grant to local authorities  has the following  features: 
e I t  assumes  there  are  economies of scale in overhead  operating  costs in relation 

e I t  declines  as the average  income of the  municipality  increases. so that  for  a 
t o  population. so that as population  rises,  the 1 grant  per  capita  falls. 

given  population  size.  poor  municipalities  receive  higher I grants, 
The  formula  for  calculating  the I grant i s :  

I ,  = I"P,'!-O.O73 -250):3P 
e where I, is the I grant  allocatidn  to  municipality i ( b i t h  no grant  allocated in 

cases  where  the  formula  yields  values  less  than  zero): 
e I '  a per  capita I grant  parameter that serves to determine  the  total  amount of 

money  allocated  through the I grant; 
0 P, i s  the  population in municipality i; 
e '' is a  scale  parameter that could  take  any  value  between > 0 and L 1: 
e y, is average monthlq income per capita in municipality i. For values of y! 

below  the  stated  monthly per capita  expenditure floor. the tern1 is set  equal tn 
zero: 

0 O.O75(y - 2jO)P represents  normative  rates  income  and  assumes  individuals 
will pay 7.5 percent of their  income  towards  property  taxes  once  the  poverty 
threshold  of R250 per  month  (equivalent to R1 100 per  month  for  household>) 
is taken  into  account. X normative  rates  approach  was  taken so municipalities 
could not manipulate  the I grant by imposing low rates. 

Given  the  establishment of new  municipalities in December 1000. the I grant  portion 
of the  equitable  share  was i n c r e a d  initially by 30 per  cent in the 2001102 Adjustment 
Budget. In  the 2003103 budget. the increase is 42 per cent  as  measured Ligainst the  main 
budget in  1001102.  The I grant  of the formula will be re-evaluated 111 future  years. 

The I grant  formula  was  adjusted in 2001102 throuph  changing the poverty  threshold 
from RSOO to R 1 1  00 (see  below ). This  resulted in a  change in the I Grant  formula  from 
0.05Cy-18O)P to 0.075/~1-250)P. 

The I grant  will.  from 2002103. also be  extended  to  category C municipalities  to  assist 
bith  the  cost of governance.  The I grant i s  a contribution to the  cost of governance in a 
municipality  and  not an earmarked  allocation. IMunicipal councils  have  the  discretion to 
budget  more or less in  this  regard. in  line  with any national  framework. It must  be  noted 
that  relatively  well-capacitated  category X. B and C municipalities  will  not  qualify for 
the I grant. 

The S grant 

The S grant is designed  to meet operatmg  costs of a rnunicipality  when  providing 
basic  services to low  income  households. For this reason.  the formula requires an 
estimate of the  number of people in households  below  the  poverty  level for each  ~ocal  
authority. 

The  formula  for  the S grant i>: 

S = @LH where 

.r 
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i s  a phase-in  parameter  between  zero  ;md  one  based on the  municipality's 

p is a budget-adjustment  parameter.  set  to  adjust  the  size  of  grants  to  the  available 

L is  the  annual  per  capita  cost of providing  basic  services  to  households in poverty. 
H is number of households in poverty. 

Alphas  were  introduced in acknowledgement of the  differences in the  financial  and 
institutional  capacities  of  rural  and  urban  municipalities  to  utilise  their  equitable  share 
allocations  towards  basic  services.  Different  phasing-in  parameters  (alphas)  were  set 
which will increase  annually until they  reach 1. However,  the  alphas  were  not  changed 
during  the  1999/2000  financial  year  from  the  previous  financial  year (0.7 for 
metros1urban and 0.25 for  rural) in order  to  increase  stability  during  the  transition  to  the 
new  municipalities.  From  the  2001/02 financial year,  the  alphas  are  again  to  be  increased 
as  the  municipal  demarcations  are  now  complete.  The  urbadmetro  alpha will reach I in 
the 2003104 financial  year  whereas  the  rural  alpha will be  completely  phased-in 
(reach 1)  during  the 2005106 financial year. to  take  account of capacity to spend 
efficiently and  effectively. 

An indicative  estimate of R86 per month is used  to  determine  the L parameter.  which 
estimates  cost of a basic  basket of municipal  services.  There  are  two  methods  to 
determine H. the  number of households in poverty:  derived  household  income  and 
imputed  household  expenditure.  c'p  to the 2000101 financial year. the  derived  household 
income.  supplied  by  Statistics SA, was  used to determine  the  number  of  poor 
households. In a study for Statistics SA in 2000. an alternative  was  developed to the 
derived  household  income  method.  This  new  method  imputes  an  income  to  each 
household.  using  regression  results of income on a range of variables  from  the 1995 
Income  and  Expenditure  Survey.  The  relevant  variables in the  1996  Census  are  then 
used  to  predict  income  for  each  household. 

I t  is widely  agreed  that  data on household  expenditure.  particularly  for  households 
with  limited  economic  resources.  provide a better  measure of total  income  (or,  more 
generally. ability  to  pay)  than  data on income  itself.  By  combining  various  data  sources 
(Census  1996  and  Income  and  Expenditure  Survey  results),  Statistics SA found i t  
possible  to  determine  imputed  household  expenditures for individual  municipalities. 
Because  Statistics SA'S tabulations of imputed  expenditure  provide  the  most  accurate 
measure of poverty  available,  they  were  used  from  the 2001/02. equitable  share 
allocation  model  for  calculating  both  the I and S grants.  The  data is being  kept  constant 
until new  census  data  become  available.  The  basic S Grant  is  aimed  at a category A. B 
or C municipality  with  the  responsibility  and  authority for the  provision  of  basic 
services. In instances  where  authority is shared  within a single  jurisdiction.  the S grant 
will  be  divided  between  authorities in an  equitable  manner.  Where  the  division of 
responsibilities is currently  known.  this  will  be  effected in the  publication of allocations 
to  municipalities.  This  process will be  subject  to  the  provisions of Division of Revenue 
Act. 7002. 

The  Minister  for  Provincial  and  Local  Government  will  finalise  the  division o f  
powers  and  functions  between  category B and C municipalities in 2002.  Any  shifts in the 
functions of municipalities will impact on the 2003/04 and 200405 allocations  of  the 
equitable  share  that  are  indicatively  published in 2002/03. 

Prioriri.sin,q tlodnl murticipalities 

classification as metropolitan,  urban, or rural. 

budget. 

From  the 1_001/02 financial year. national  government  prioritised  the  funding of the 
rural  development  and  urban  renewal  programmes. In  2002/03 a new  element is 
introduced in the S grant  to  allow  for  the  prioritisation of areas  identified in the 
Integrated  Sustainable  Rural  Development  Programme  and  Urban  Renewal 
Programme.  Amounts  of R200 million, R712 million  and  R225  million in 200Y03. 
200?/03 and 200405 will be  redirected  towards  the  nodes,  enhancing  their  capacity  to 
fund the provision of basic  services. 

The  additional  equitable  share  allocation will be  split  between  the  existing 13 rural 
nodes  and  the 8 urban  nodes as follows: 

Rural  nodes  receive  65  per  cent  (R130  million,  R137.8  million  and 

0 Urban  nodes  receive 35 per  cent (R70 million. R74.7 million  and 
R 146.2 million  over MTEF period),  and 

R78.7  million  over  MTEF  period). 
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The  additionai  equitable  share funds allocated to [he  rural  nodes  will  be  allocated  as 
follows: 

Table E15 Additional funds to rural  nodes 

Rural Nodes  Code  Province  2002103  2003104 2004l05 
R Thousand 
Chris Hanimor th  East DC13 EC 15 893 16 508 17 029 
Ukwahlamba DC I4 EC 10 412 10 508 10 383 
OR Tarnbo DC15 EC  29  247 30 962 
Alfred Nz0iE.G. Kei DC44 EC 9 987 1 1  124 12 589 

32 802 

Thabo  Mofutsanyme DC IC) FS 9 699 10 401 10 859 

Urnzinyathi DC24 KZN 1 489 1 478 1 423 
Zululand DC26 KZN 5 068 5 668 6 447 
L m k h a n y k u d e  DC27 KZN 7 223 8 017 9 033 
Kalaharl-Kylagxli  CBDC 1 NC 5 240 5 491 5 736 
Sekhuiihunr CBDC3 NP 17 678 19 335 21 113 
Eastern  Municlpalit? CBDC4 ,UP 7 876 8 212 8 871 
Central Karoo W C )  DC5  WC I 555 1 653 1 162 
Total  130 000 137 800 146 250 

UpU DC3 1 KZN 8 634 8 552 8 202 

The  additional  equitable  share  funds  allocated to the  urban  nodes  will  be  allocated  as 
follows: 

The  equitable  share  allocation is generally  distributed  directly  to  Category A and B 
municipalities.  The  exceptions to this  rule  are: 

0 Category C municipalities  that  qualify for the I grant 
0 Dihtnct management  areas in which  there is no Category B municipality  and 

the  Category  C  municipality  carries  out  the  relevant  functions 
0 Category B municipalities  that  have  limited  treasury  functions, in which  case 

the  relevant  Category  C  municipalities  can  manage  this  allocation on their 
behalf. 

0 Category  C  municipalities  which  have the authority to provide  basic  services 
directly.  The S grant  component will continue  to  be  calculated  by  formula  for 
Category B municipalities.  subject  to  the  resolution of the  powers  and 
functions of Category B and  C  municipalities  respectively. In instances  where 
Category  C  municipalities  provide  basic  services,  the  relevant  portion  of  the 
allocation  calculated  for  a  Category B municipality is allocated to the 
Category C municipality. In some  instances. it is not  possible to divide  the 
allocations  with  certainty. In these  cases.  and in accordance  with  the  principles 
of cooperative  governance set out in the  Constitution  and  the  Division  of 
Revenue Act. 2002. negotiations  between  municipalities  and  with  the 
assistance of provincial  governments, will be  entered  into in terms of a 
framework  determined  by  the  Minister  for  Provincial  and  Local  Government. 
A failure to reach  an  acceptable  resolution will result in a  determination on the 
division of an  allocation  being  made by national  government. 
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Guamrzteeli amount:,: 

To prevent  serious  disruptions in services of municipalities  that  face  substantial 
declines in transfers as a result of the  equitable  share  formula.  municipalities  are 
guaranteed  to  receive at least 70 percent  of  the  allocation of the  previous  year. 
Municipalities  received  either  the I plus S grant or the  guaranteed  amount.  whichever is 
the  greater.  R293  grant  allocations  are  additional to the  guaranteed  amount for 2001/02 
to 7003/04. From 200405. the R293  grant  allocations  will  be  incorporated  into  the 
formula  and  the  guarmtee will only  apply to these total formula  allocations. 

Conditional grants to local government 

Schedule 5 of the Di\.ision of Revenue Bill presents  the  conditional  grants to 
municipalities.  Conditional  grants  are a small  but  significant  portion of  municipal 
revenue. I n  particular.  conditional  grants  are  used  to: 

0 Incorporate  national  priorities i n  municipal  budgets 
Promote naLional norms and  standards 

0 Effect transition b> wpporting  capacity-building  and  restructuring of munici- 

0 Address  backlogs  and  regional  disparities in municipal  infrastructure. 
Allocations  for  conditional p n t s  will rise over  the  medium  term.  reflecting the 

priority attached  to  the  e.stsnsiun of municipal  infrastructure.  Significant  changes  are 
introduced in  the  policy  frame\\.ork  underlying  some  grants.  particularl). in  infrastruc- 
lure  ~lnd  capacity  building. Below is a summary of all the  conditional  grants  listed i n  
Schedule 5 m d  6 of the Dl\ ision of Revenue Bill 2002. 

palities.  and 

hlany  municipalities lack tinancial  management.  planning  and  project  management 
capacity.  Several  gmnts  support  municipal  capacity-building. 

The range of programmes  administered  by  different  national  departments is 
fragmented  and  has  not  delivxed  substantial  improvements  in  municipal  capacity  to 
date.  Government  intends  to  move  toward  one  consolidated local government 
capacity-building  programme.  governed  jointly by a  multi-departmental  team at the 
national  level. .A rationalised.  coordinated  approach  toward  municipal  capacity-buildins 
will: 

0 Encourage  national  departments  to be more  transparent  about  their capacit! - 

building  programmes  and  provide  measurable  outputs i n  this  regard 
0 Stabilise  municipal  budgets and build  strong  financial  management practice., 

upon  which  other  reforms  can be implemented  and  infrastructure and services 
expanded 

0 Foster  linkages  bstwetn  integrated  development  planning,  spatial  planning. 
and  the  budget  procs\\.  and 
Develop project m:lnagetnent skills in municipalities. 

The  Municipal  Systems  Impro\ement  Prosramme was created in the 3001 Budget  to 
move  towards  consolidation o f  these  capacity-building  initiatives. In the 2002 Budget. 
funds arc redirected  from the  Local Government  Support  Grant  and  the  Restructuring 
Grant to the  Municipal  Sy\tems  Improvement Pro, Oramme. 

,An interim  frame\\ork  for  municipal  capacity-building  allocations will regulate 
procedures for aligning thehe allocations  into a consolidated  grant by 2005106. The 
framework  provides for multi-departmental  teams in the  national  and  provincial  spheres 
to  oversee  and  manage the capacity-building  programme.  initially  prioritising  tinancial 
management  and  reform. srr:ltegic management  and  service  delivery  skilla. 

R ~ . s f r l / c ~ f l f r i / q  g m x \  

Restructuring  support to large and  smaller  municipalities is eRected  through the 
Restructuring  Grant and Locul Government  Support  Grant.  The  Restructuring  Grant 
provides an opportunity for large  municipalities to access  funding  to  implement 
medium-term  fiscal  and  institutional  restructuring  exercises,  on  the  basis of their  own 
restructuring  plans, It is a demand-driven  grant  that  encourages  municipalities to 
become  financially  self-sustaining.  The  Local  Government  Support  Grant is a provincial 
grant to assiat smaller  municipalities in financial  crisis  through  management  support  and 
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emergency,  frmdir?g. The  grant  is  increasingly  focused on assisting  these  municipalities 
to restructure  their  medium-term fiscal positions  and  thus  avert  future  crises. 

Both  grant  programmes  are  projected  to  decrease in the  medium  term,  due  to  limited 
take-up of funding to date  and  the  implementation  of  strategic  capacity-building 
programmes. 

Table E17 Capacity  building  and  recurrent  transfers 

K millions 2001102 2002/03 2003104 2004/05 

Restructuring grant 350 3 00 315 313 
Financial manqement grant 60 
Disaster Relief 3 

I54 162 I19 

548 571 624 'Total capacity building L? recurrent transfers 456 
93 I 00 132 Slunicipal System Improbement 43 
- - - 

C q T i t d  tm1.sfer.s to 1 0 ~ x 1  g o \ ~ r m ~ m t  

Studies of municipal infrastructure  grant  disbursements  have  identified  the  need to 
rationalise  the  number of grants  and to improLe  mechanisms  for  disbursement.  These 
proposals  come in response to problems of inequity in  grant  distributions. as well as 
flaws in arrangements  for  financial accountabilit!. identified by National  Treasury  and 
the Auditor-General.  Rationalising  and  decentrulising  disbursement  arrangements  will 
offer clear  benefits  for  the  sustainability of infrastructure  investments.  transparency of 
xllocations.  and  accountability for outcomes. 

The  rationalisation of the  capital  transfers  to  municipalities  through  the  incorporation 
oI'other  capital  grants  into  CMIP is expected to be complete by 2004/05. These  grants 
Include the  Community  Water  Supply  and  Sanitation  Programme.  Community  Based 
Public  Works  Programme,  Urban  Transport  Fund  and  Local  Economic  DeLelopment 
Fund.  A  framework for the  phased  consolidation of these  programmes will be  published 
shortly  and  placed on the  National  Treasury's  website.  The  framework will also address 
the  roles  and  relationships  between  infrastructure  grants.  municipal own revenue  (such 
;I> that  derived  from RSC levies)  and  municipal  borrowing. 

The  Consolidated ,Municipal Infrastructure  Programme  (CMIP)  has  been  transformed 
from  a  project-based  to a formula-based  mechanism in the 1001/02 financial year. This 
will serve  as  a  framework  for  one  capital  infrastructure  grant  governed b> an 
interdepartmental  team.  Consolidation of transfers md greater  transparency in the 
allocation  process  will allow challenges  related to coordination  between the infrastruc- 
ture  and  housing  programmes  to be addressed. 

Table E18 Capital  transfers to local government 

R millions 2001/o? 2002103  2003104 20o4/05 

Cmsolidated hluniclpul Intrabtructur? Pro_eramme 977, 165.5 1096 2 37-1 
Water Sen I C C ~  Pro~ecr I > x  I 0 1 '  818 
('ommunlty Based Public Work5 Pro:rammel 2 5 ;  '51 290 
120cal Ecomomic Dewlopment F u n d  9') I 99 117 127 
Sport & Rccreatlon hcdities' 81 I27  I37 
i\c;luonal Elemticanon P r o p n m e  - _- ' I O  2 i 0 
Grhan Transport Fund i S 40 - I 1  44 
Integrated Sustanablc Rural De\.eloprncni 
Total capital - -4 I -3 779 3 85: -1 000 

- - I  
349 I 

I >7'$ 

-9 

.. >, . -  3' - - 
7 7  

I .+,llocatlon\ 111 ?oOiioj are WbJeCt t i1  r w x w  b) Cabinet of ail po\?rty relief programmes. 

A s  CMIP is the most  appropriate  vehicle  for ;I rationalised  capital  grant  programme 
CMIP funding is expected to increase to R2 374 million in 3004/05. This  will  enhance 
assistance to municipalities in extending  basic  infrastructure  services.  The  scope of 
CMIP funding will be  expanded  to  include  the  rehabilitation of existing  infrastructure 
;LS well as infrastructure  extension.  CMIP  funding is already  no  longer  restricted to bulk 
and  connector  infrastructure  only.  although it continues to support  housing  programmes. 

t 
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Consultations  over  the  implementation  of  the  reforms  to  conditional  grants  are  being 

e Appropriate  phasing  of  the  consolidation  of  infrastructure  grants  into a single, 

e Development of a  framework  for  coordination  and  consolidation of capacity 

0 Incorporation  of  grants-in-kind,  such as the  Water  Services  Operating 

The  result  of  this  process  will  be  a  simpler  system  of  three  or  four  large  funding 
windows  that  respond  directly  to  government’s  key  policy  objectives.  Consolidation 
will  improve  coordination  between  objectives,  provide an easier  framework  for 
administration  and  the  measurement  of  performance,  and  ensure  that  distribution  of 
grants  among  municipalities  is  transparent,  predictable,  policy-sensitive  and  fair. 

concluded,  and  will  be  implemented in the 2002 Budget.  These  reforms  include: 

large  grant  to  begin in the 2003/04 financial  year 

building  grants 

Subsidy,  into  the  equitable  share  for  local  government. 
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APPENDIX El :  
FRAMEWORKS FOR 
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Appendix El:  Frameworks  for’  Conditional  Grants 
to  Provinces 

Detailed Frameworks on Schedule 3 , 4  and 6 Grants to Provinces 

Introduction 

This  appendix  provides  a brief description of the framework for each  grant in 
Schedules 3. 1 and 6 of Bill to provinces.  The  following  are  key  areas  considered  for 
each  grant: 

0 Purpose  and  measurable  objectives of the  grant 
0 Conditions o f  the grant  (additional to what is required in the Bill) 
0 Criteria  for  allocation  among  provinces or municipalities 
0 Rationale for  fundins  through ;I conditional grant 
0 AMonitoring mechanisms 
0 Past  perfornmance 
0 The  projected l i f t  of the  grant. %hen  applicable 
0 The payment  schedule 
0 Capacitq and  preparedness of the transferring  department 
0 Commitnxnt bq national  departments 

Health grants 

Table 1 Summary of Health  Gmnts 
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I National  Tertiary  Services  Grant I 
Transferring  department 1 Health IVote 16, 

1 Purpose I To tund natlonal tenlnry \ervIce\. ds ldentltied dnd cocted by the Department of Health 

j Measurable outputs 

Conditions 

Alloratinn  Criteria 

Past  performance 
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Transferrine  deDartment 
Purpose 

Measurable  outputs 

Conditions 

Health  Professions  Trainine  and  DeveloDment  Grant 

Ulocation criteria 

i 

+ 

Health (Vote 161 

Suppon the training o i  health  professionals 
Suppon provlnces to fund service costs associated with  undergraduate and post-gradu- 

Development and recmltment of medical speclalists In under-\er>ed  provinces 
Enable  shlftmg of wme  teachlng actlvitles from  central  hospitals to regtonal and dls- 

ate remedial students trainme 

tnct facilities 

Number and composttlon of healrh sclence  5tudents by provlnce and Instltutlon 
Locatlon of practlcd tralnlng placements by disclpline and mtitution by le\el 
Expanded  speclalist and teachme  infrastructure In target provmcer 

Each  provlnce to supply  information as requlred by the national DOH. o n  the tralnlng 
of all medical personnel by lnstltutlon 
Deployment of addittonal registrars and fpeclalists to gamng pro\!nces and Imlttu- 
nons In terms of the plan  agreed  to by provinces and natlonal DOH 
provinces  to create and budget for addltlonal posts related to regl\rrar\ mi ~pecI . iht \  
as qreed  wnh  natlonal  DOH and the deans of medical facultley In unlversltle\ 
Timely iubmls\lon of monlronng lnformatlon as agreed \\ith national DOH. Thl, 
\huuld include annual report\ on additional number\ o f  reS1'.trar\ :~nd  \pecull\ts I n  

Provinces to hudger tor c:ommunlty ier\Ice  po\ts a\ mutudly agreed bvlth the n.ltl<lndl 
gaining problnces 

DOH 

Reason not incorporated in 
equitable  $hare 

Slonitoring  mechanisms 

Past  performance 

Projected  life 

-I 

1 

1 

!, d 

Natlonal depmment reports  monthly on tranbiers 

Funds habe heen flowing to problnces according t o  payment  \chedulet ,I\ t h w  fund\ 
form pm o f  general  recurrent fundmg wlthin the health  hudpet 

The need to  compensate  probinces  undertaking  [he bull, oi truninf I \  I~hel! to con- ' 
tinue for the tore\eeable  future. but ongomg re\!en 0 1  thls grunt  crmrinuer l o  ~ tnp ro \c  , 
~ t s  alignment wlth nauonal  human  resource  development pollc). 

1 I 

Table 3 Health  Professions  Training  and  Development  Grant 

2001/02 
Medium-term  estimates Revised 

2002/03 2003/01 2001/05 

R  thousand  estimate 
Eastern Cape 55 865 

528 I37 525  570 524 384 Gautenr 529 186 
88 192 87 76.7 87 565 Free State 88 367 
7 0  169 80 I S 2  105 870 

KwaZulu-Natal 154.388 
Mpumalanga 24 377 

I60495 156 175 179303 

1 279 218 1 299 475 1 393 366 Total 1 234 090 
308 I64 306 666 305 974 Western Cape 308 776 

32 0 5 8  37 806 5 1  077 North  West 24 377 
34 I I3 A I  827 5 8  041 Northern Provlnce 24 377 
27 573 29 027 3.5 575 Northern Cape 24 377 
30 3 7  34 456 45 277 
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Hospital  Revitalisation  Grant 

Transferricg  department 

Number of hospital  facilities  upgraded  and  revitalised Measurable  outputs 

To transform  and  modernise hospitals in line  with the natlonal  planning  framework  and to Purpose 

Health  (Vote 16) 

Conditions Compliance  with  Integrated  Health  Planning  Framework  and  reportlng  requlrements 
Compllance  with  provincial  pnontles  identlfied in the Strategic  Posmon  Statement 
Allocations in outer  years will be  dependent on progresave  increases in  maintenance 

All additlonal  projects  must  include  broader rev~talisatlon I S S U ~ S  
Implement  pllot  projects as identlfied in project  buslnesr  cases 
Plans for 2003/04 Budget to he submitted by 30 June or at a date to be determined by 
National  Treasury  These  plans  should  include full  provlnclal  strateglc  health  ierwces 
plan. providing detailed  lnformatlon  on  hospital  capltal  and  malntenance  projects. as 

achieve  sustainability 
L 

budgets 

1 well as the priorities  identified in Strategic  Positlon  Statement 
I .allocation  criteria 1 The  results of the CSIR 1995 hospml facilities  audit  provided a basrs for  determlnlng 1 a backlog  index.  whlch IS  used as the basis for equltable  divwon of funds  between 

provinces 
The capaclty of the provlnce to spend the funds also plays a role I %Jar cap~tal construction or large  projects  identltied  as nilIlona1 prlontles w~l l  dko he I funded from thls grant 

Keason  not  incorporated in 1 To enure  that provincial  health  departments transform and  modernlse  the  hosp~tal \ectur 
equitable  share I ~n line wlth nationally  agreed goals 
Monitoring  mechanisms 

ZOUO/Ul Past  Performance 

Monthly reportrng on  project  implementat~on  progress and tinancia1 flov.5 to the  ndtional 
DOH 

\ I 1  funds  were  transferred IO prov~nces, whrch reported  under-spending of about R77 

I thr  present  grant  structure  and  poor  provincial  cash How pro~ectrons 
Under-\pendrng of the grant has occurred  over the years.  mainly  due to mllextb1hty of 

1 The gnn t  has  been used malnly for rehabilitation  and  mamtenance  of  exlsrlng  tacllltlez 

mlllion 

rather  than to support the  restructunng of health  facllitles 

I Cdbh-tlows of currently  commltted  projects  mdicate  that  all  funds wdl be  \pent. how- 
Projections  for 2001/0? 

~ ever. .i m a l l  under-spending is expected 

Projected  life 1 This ap l t a l  programme IS expected to take at least 10 Years to Implement.  However. I t  
I 

. -  
~ wlll b i  wbject to rev~ew as p.m of the overall ~ n f r a s t m h r e  grant  support to province\ I 

Payment  schedule 1 Four  instalments - 18 Apnl. 18 July. and 17 October, 2002. I6 January 2003 

Capacity  and  preparedness 1 The department IS supported by the European Unlon (through  resident  consultants) nnd 
1 of the  transferring  depart-  1 engages  the semces  of the  pnvate  sector to monitor  proeress in the irnplementat~on  of I 

ment 1 the pro~ects. and to provide-necessary support to provmces 

Work by National  Depart- 
management  grant men1  for 2003/04 Budget 
Develop  a  framework to consolidate this grant  with  health  infrastructure  and  ho\pltd 

. .  

I 1 

Sab le  4 Hospital Revitilisation G r a n t  

2001/02 

M e d i u m - t e r m   e s t i m a t e s  Revised 

2002103  2003/04 2004/05 

K thousand estimate 
Eastern Cape 69 000 

520000  543  400 576004 Sotal 500 000 
30 000 31 350 33 73 1 LVrstern Cape 29 000 
50  000  52  250 55 395 Nunh West 56 000 
92 000 96 140 101 908 Northern Prownce X8 000 
10 000 10 450 I 1  077 Northern Cape  I0  000 
45 000 47 025 49 837 Mpumalanga 33 000 
90  000  93  050 99 693 KwaZulu-Natal 87 000 

I05 000 IO9 725 I I6 30X Gauteng 102 000 
I 7 000  I7 765 18 831 Free State 16 000 
81 000 X4 645 59 724 
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Construction Grant - Pretoria  Academic Hospital 
Transferring  department 
Purpose 1 To contnbute  toward the fundln? of new constmct~on for Pretorla Academlc Hosoltal In 

Health (Vote 16) 

Gauteng. 

Xfeasurahle  outputs 
The  Gauteng  department o i  health will take full responsih~litv to fund  future  operzttonal Conditions 
Completton o f  constmctlon oi hospttal 

1 cost< of the hojpltal 

Allocation  criteria Grunt targeted to specific pro\'lnces: 
I - Pretona -\cademlc allocation IS R70 mllhon In 2002/0: and R90 mlilrun rn ?003/04 1 

Reason not incorporated  in Thrs IS  J once-ofi grant deslgnated for major constmctlon. 
equitable  share 
blonitoring  mechanisms Status reports  re recelved re,uularly and the construction qte  IS wvted c\ery 2 - i  month, 

for Drogress a \ \esment  , , <  

Past  performance Cundlnonal grsnrs have been Allocated for the constructton ok the U h w  .Albert Lurhuh  
.Acsdemlc hozpltal ~n KZN (Durban Academlcj and Nelson hlandeia .Acadernlc (Lmtatai 

1 hwptrai I n  the Eaztem Cape in the past three ) e m  
I Projected  life 1 Fundme for Pretona Academrc Dhases out in 2OOiiO-I 

P a p e n t  schedule 
The natronai DOH is adequdtel) prepared to inonltor the Impismentntion ut I~I ,  Capacity  and  preparedness 
programme of the  transferring depart- 

Four In~talmenr~ - 18 Apnl. I8 July. and 17 October. !002. I6 Janwr! 2 0 0 ;  

, ment 
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Hospital  Management  and  Quality  Improvement  Grant 
Transferring  department 

Improving management in  hospltals  Including  development of cost centre accounting Purpose 

Health iVote 16) 

Fystems. lmproved PFMA mplementatlon  and  strengthened  tinancial chlls and capac- 
1ty 

vrces 
Suppurt quality of care  intervent~ons to substantially  Improve quality of hospital jer- 

Xleasurable  outputs Demonstrate  progress wlth the delegarlon of personnel, tinanclal and procurement 
functions to idenrliied hmpltals 2nd associated capacity  development 

,tundardlced \ervrce  packages  particularly In distnct and  reglonal hosp~rals and accom- 

QuArty improvements rn all hospltals  receiwng  funding  includmg  compla~nts  proce- 
panyng norms and htandards 

Jures. patlent mlsfactlon aurveys. medrcal audit. morbidity and mortality revlews. 
hospltal m r e d ~ r a t ~ o n   o r  orher structured system of quality  assessment,  iunctlonmg 

Demonstrare  progress touards  appolntment of Chlef  Executrve  Officers m d  Chlei  Fi- 
ho.;pltal boards. lrnplernentatlon of >iandardised diagnostlc and  treatment  protocols 

nancial Officer5 In hospltalc or appropriate  equivalent 
Improbemenrc I n  hnanclal management hystems. practlses and reponlng 
Demonstrate  progress wlth cost centre  mformatlon sy tems  

Demonstrate  progress wlth the development,  costing and ~mplementarlon of 

Conditions Demonstrat~on o f  vgnllicant  progress  touards  decentralisatron of management  before 

Implemenr~t~on plm for i c y [  cmtres before  thlrd  payment 
A l l  ho\pltai\ funded to implement quallt! ~mprovemenr~ specltied 1n natlonal pollcy 0 1 1  

The grant may be used In d l  ho\pltals md In J\coclatlon w t h   H O \ P I I ~  Re\ Itah\atlon 

wand p~bmenr 

quahr) of care 

protect\ 

Allocation  criteria Grant inm~l ly  tocuses on blg budget  hasplrals.  partrcularly  tenlary  horplt,h. uhlch are 
dentitied ri\ pllots 

ma~ur  tertiary hospml\ Allocation criterla will be SUbJect to  revlew v.lth the roll out u t  
the pro:rammr 

-\llocatroob in rhe inltlal ) t x ?  of the programme  are blased towardr  pro\lnces wlth 

Reason not incorporated in 
equitable  share 

.AIlgn\ the de\elopmenr of rnanagemenr capac~ty in the country's largest hospltala wlrh 
management  de\elopment In the r e ~ m l r \ a t ~ o n  programme and the natlonal  trrtlar) 
v?n~ce\  plmnln; prow\\ 
Ho,p~t.~l  \er\~se\  oberrlght is a natmnal DOH  competence ! 

Monitoring  mechanisms Quanerl) report? on progresc wrth the  lmplementatmn ot ho5pltal mmagement ~ m -  
probement projects to the natronai Depmments of Health. and Narmnal Treasury 

1 Past  performance 
Thl\ proyJmme was tinanced l ib part o f  the hnanclal managmrn t  grant admmsrered by 
Natlonal Trehsury ~n the current )ear .All InaJor tertlary  hocpltals  are  Included In the pllot 
project, mpro\cment plana ha\e been drawn. dppolntments  for Chlei Executive Officerc 

1 have heen made. progres\ I \  b a n g  made towards decentrahatlon of managrmfnt m d  
1mplernrntatum of cost  centre accountrng in dentlfied hosplralc 

Pro,jectrd  life 
Three in\tslment.;-30 Apnl. 30 August. .ind I6 January Payment shedule 
To be renewed  dter  four hears 

The natlonal DOH already has monltorlng \\.\terns in place to manage the hoqrtal 1 Capacity  and  preparedness 
of the  transferring depart- re\Itall\.itlon  program. m d  the hospltal manapsment development  program ~ 

merit ! 
Possible  changes to the Con\&rarlon tor consolidatmg thla prant ulth the hmpltal  recmhsatron :rant I 
Grant in 20U3104 Budget I 

Table 5 Hospital  Management  and  Quality  Improvement  Grant 

Ret ked 1 Medium-term  estimates 

R thousand  estimate 1 
Eastern  Cape 2 000 1 9 000 1 J 000 I J 840 
Free  State 
Gauteng 
K w d u l u - N x a l  
Mpurnalanga 
Ylorthem Cape 
Uorthern Pro\ incc 
%rth West 
Western  Cape I6 000 1 I9 000 I7 000 I8 020 
Total 79 000 1 124 000 130 000 137 800 

P 
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Integrated  Nutrition  Programme 
Transferrine  deoartment 1 Health iVote 16) I 
Purpose To improve the numtional status  of South African  children; specifically to enhance actwe 

leamlng  capacity  and  improve  school  attendance of primary  school  learners  from  poor 
households 

Measurable  outputs Increase in the coverage of primary  schools  that  qualify  for  the  feeding  programme 
Increase In the coverage of planned  school  feeding  days  from 85 per cent to 100 per 

Reductlon in underweight.  stunting  and  wasting among children  under 5 years 
Regular  growth  maintaining  and  promotlon of children  under 2 years  old 
Elimlnatlon of micro-nutnent deficlenctes 

cent 

Conditions Feeding In a11 primary Tchools serving  poor  areas is the pnonty of thls  grant 
Compliance with standardlsation cntena determined by the Director  General  including 

Creation of a spec~fic subprogram to monitor  expenditure 
Greater role of school  boards in monitoring program 

.-illocation  criteria 

tions  became a conditional  grant in order to ensure  contmued  funding  of thls grant. Glven equitable  share 
Thls programme  started.  as  Presldentlal  Lead  ProJect  under the RDP. The  RDP  alloca- Reason  not  incorporated  in 

Populatlon  census t6-14 years)  and  the  poveny  gap  data  were  used as poverty Index 

menus, feedlng  days. cost per  meal 

to determlne the allocatlons between  provmces 

the  current  concerns  wxh  the  etiecuvenes of the  programme.  thts fundmg mechanism I \  

b a n g  rev~eued 

Monitoring  mechanisms 0 Provinces must  report  annually to the natlonal DOH on the number of \shoois  (per 
dlstnct) that quallfy  for the feeding  programme.  and the number of >chool\ that x e  
actually belng  reached by the ferdlng  programme 

0 Progress  reports covenng scope of funding 
0 Momtoring VISIIS 

Past  performance ?000/01 

0 .Although funds have been flowlng as  scheduled.  under-\pending has occurred lit pro- 
vinclal  level. It amounted to RJS mlllion in 2000/01 

Projections  for ?001/02 
0 ProJects  that all funds will be Tpent 

Projected  life 0 Optlons w ~ l l  he consldered  for  thts  grant follow~ng a comprehensne r e \ ~ e w  of admin- 
lstratlve  problems  and elkctlveness of the grant 

Payment  schedule Four mstalments - 18 Apnl,  18 July. and 17 October. 3 I December 

Capacity  and  prrparedness The depanment has a dedicated  dlrectorate for the  admmlstratron of the program 
of  the  transferring  depart- 
ment 
Work by national  depart- 0 Rewew  the  etiectiveness of the grant  and propme  options  for  improvement by io June 
ment for 2003/04 Budget 1002 In order to  Inform the 1003 Budget 

0 Stepping-up  of  forenstc  and In-year random ~nspect~ons to ensure  grant  reaches In- 
tended  beneficlanes 

Table 6 Integrated  Nutrition  Programme 

R thousand 
Eastern Cape 
Free State 
Gauteng 
KwaZulu-Natal 
Mpurnalanga 
Northern Cape 
Northern Province 
North West 

2001/02 

Revised 
estimate 
131 838 
39 394 
54 673 

I32 471 
39  728 
10 096 

106 032 
39  39c 

Western Cape 28 785 
Total 582 411 

I 2002/03  2003/04 2004/05 

Medium-term  estimates 

131 838 131 838 I39 748 
39 394 39 394 41 758 
54 673 54 673 57 953 

132 471 132 47 I 140419 
39 728 39 778 42 I12 
10 096 I0 096 10 702 

I06 032 106 037 112 394 
39 390 39 390 41 754 
28 789 28  789 30516 

582 411 582 411 617 356 
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I . HIVlAids  Grant - Health  Department 
Transferring  department 

To enable the smal  Sector to  develop an effective  integrated  response to the HIV/Alda Purpose 
Health  (Vote 16) 

epidemic.  focusing on children  infected and affected by HIV/Aids. The responslbllity for 
health include: 

Expanding  access to voluntary HIV  counselling  and  testing (VCT) 
Funding 2 P h t  sites of mother  to  child  prevention  programme  per  provrnce  and  roll- 

Strengthening of provrnclal  programme  management  teams 
Implementation of  home based care as a management option 
Implementation of step-down caTe as a  management  optlon 

0111 of programme  once  DOH is satisfied wlth performance in pilot s l t e ~  

Measurable  outputs Increased  access  to  voluntary  counselling and testlng t o  12.5 per  cent oiadul t  POPUIA- 
tion aged  between 15-49 years  wlthln  three years, with specific  targets for the yourh 
m d  rural communmes 
Number of teachers  trained as lay counsellors 
Increase in the proportion of clinics, which  have  HIV  testing  facll~tles and counselllnp 
Develop 200 home-based  care  teams  over the next  three  yearr 
.&decrease in the number of children born to HIV positive mather\ 

Increase in the number of sites  where  ctep-down  care  optlon 1s e\tabli\hsd 
Well-established programme  management  teams  withln  each  province 

Chnics involved in admmstenng PMTCT should be offering  antenatal  care IA\NC, 

Provinces to detail  program  achievements 2nd evaluation In annual repons 
Expenditure  codes  must  be  established on tinanclal system to monltor expenditure 

t a r y  counselling and testing in all provinces khich  also  informed the deciaion  to pnontlrr 
Eastern Cape. KZN. Northern  Provlnce and North West provinces 

equitable  share 
Reason  not  incorporated  in National pnonty 

Distnbutlon of mfection rales differs from equitable  share  distnbutlon 
Monitoring  mechanisms System  for  qumerly  reponing on progress IS in place 

Provincial liaison and techn~cal  support VIWS by members of the  national  DOH 
Regular  mertlngs o f  the National Steenng  Committee 

Conditions Quanerly progress reports lo be  wbmltted 

iervtce5 

.Allocation  criteria Based on the national survey  conducted In 1999 on the statu\ and avallablllry ut' volun- 

Pest performance ?noo/o1 1 X I  funds were  transferred to provinces. And they  reported  under-\pending of Jbout 30 

The  reasons for under-rpendrng  were  that the provmces  recelved  funds be? late m d  1 
Lay counsellors and mentors  have been tramed towards  implementation of VCT 

Rapid test klts were  purchased 

Projections  for 1001/02 
Although  spending is progressing ~lowly.  provinces p q e c t  that JII iunds will be spent 

per cent 

lack of capaclty building at the provlncs\ 

programme 

1 Projected  life 1 For duration ot the allocatmn 

Payment  schedule 1 Three instalments - 18 Apnl. 15 Auguyt and 12 December 2002 
1 

Capacity  and  preparedness 

mainly co-ordinators at provrnclal  and  natlonal  level ment 
programme  are in place.  The  department IS  111 the process of appolntinz  additional mt f .  I of the  transferring  depart- 
The structures for  planning,  co-ordinating  and  monitoring the implementation o f  the 1 

Work by national  depart- Develop  clear set of indicators  for  program  evaluation 
ment  for ?003/04 Budget Research  problem of grant  under-%pending  and  table remedlnl measure\ 

~ ~~~~ 

j 

Table  7  HIV/Aids  Grant to Provinces  per  Department 

2001/02 

Revised 

2002/03 2003/04 ZOOJM~J 

Medium-term  estimates 
R thousand estimate I 
Health SJ 198 1 157 209 366 576 380480 
Educatmn 63 500 

345709 448211 573589 Total 130398 

46 500 64 135 68 185 Welfare ! 2 500 
141 000 117 -100 !3197J 

~ ~~ 
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Table8 Health  HIV/Aids  Allocation 

2001/02 

Revised 
R thousand  estimate 
Eastern Cape  6 281 
Free  State 4716 
Cautenz 5 630 
KwaZulu-Natal 13 924 
Mpumalanga 1659 
Yonhem Cape 1665  
Northern Pro\ lnce 5 555 
North \Vest 1 640 
Wrhtern Caw 1 3 2 8  

Total 54 398 I L 

2002/03  2003/04 2004/05 

Medium-term  estimates 

21 130 37 947 56 75 I 
13 953 23 235 31 775 
23 253 40 706 58 Y63 
39  260 63 523 88 996 
15 606 25 621 34 Y52 
5 717 8 225 IO 044 

15 37 I 28  228 13 050 
I4 149 24 449 34 Y27 
8 760 I4 642 21 322 

157 209 266 576 380 480 
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Transferring  department 
Purpose 

77 

Education  Grants 

I Financial  Management  and  Quality  Enhancement 
L_ 

1 Educarlon t h e  131 
- 
- 

Measurable outputs 

Conditions 

Allocation  criteria 
Reason  not  incorporated  in 
equitable  share 

Xlonitoring  mechanisms 

Past  performance 

Prqjected life 

Capacit)  and  preparedness 
of the  transferrin^ depart- 
ment 

1 

\alanes and to erect building\ - 

Northern Cape 
Northern  Provlnce 
Uorth  West 
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Early  Childhood  Development  Grant (ECD) 

Ransferring department 

0 3.000 Licensed  Grade R practitloners Measurable  outputs 

To provide  chrldren  eligrble  for the Receptlon Year with access  to a quallty  education and Purpose 

Educatron (Vote 15) 

care program,  particularly in poor  communrties 

3,000  Reglatered  communlty-based  ECD sites 

90.000  Learners  able to continue  thelr learning rn the Foundatlon Phase 

0 25 Trarnrng providers  applied  for  accreditation 

National  Cenrticate rn ECD 

0 3,000 Baslc educational klt of Iearnrng matenals  for  each  learning  slte 

Conditions 
Allocation  criteria 

0 The  outcomes as outlined In the approved  business  plans must be achleved 

Education  component of the equitable  share formula is used to allocate  amongst  prov- 
m c e ~  

Reason not incorporated  in Enables the Department of Education  to  provide  overall direction such  that  congruency, 
equitable  share coherence. and alignment wlth the agreed upon Natlonal ECD  Strategy and the Narlonal 

Framework Plan for ECD 13 ensured. and also enables the Depanment of Educarron 10 
play an oversight role over the implementation of the pilot  ECD  programme I n  Primary 
Schools and selected community based ,Ites in the  provinces 

Monitoring  mechanisms Quarterly reviews 
0 The  Department of Education In collaboratron  wlth  the  responsible  probrncial oficlals 

u ~ l l  conduct  these revwvs. The  reviews wr l l  be targeted at projects rn whlch  enpendl- 
ture le\els are lower  or \~gn~ticantly higher than the  projected  figures in  the busrnes\ 
plans following an nnal)srs of monthl)  cash How statements on the  prolects.  Thls e.er- 
m e  15 Intended to deal wrih d~ficultle\ In the lmplementatlon of pro~ects by provrdirlg 
the necessary suppon in good time 

>lid-year Review 
0 This IS J iubstantlve  review exercise intended  for all natlonal and provrnclal prOJectS 

under  thls  programme.  It will focus o n  [he financial and programmatic issues on all 
projects  with the vrew IO assessing the Impact and identlfyng key systemlc  problems 
that need to be  confronted rn the educ;ltron \ystem There will be broad consultation\ 
between the natlonal and  provmcial omcials to tinalrse detalls on thrs matter 

Past  performance Grant  Introduced  m 2001/02 budget 

Projections for 2001/02: 
0 Financial .md adm~nlstratlve syutems are In place In the  provinces to admlnlhter this 

programme 

Table 10 Early Childhood  Development Grant 

~001/02 

Revised 

1002/03 2003/04 200405 

Medium-term  estimates 

R thousand  estimate 
Eastern  Cape 3 885 

Northern Cape 399 
3 796 Mpurnalanga I 533 

1 1  192 KwaZulu-Natal 46-11 
6 396 Gauteng 2 553 
3 276 Free State 1 323 
9 620 

North  West 1 680 
8 164 Northern Province 3 297 

988 

1 160 I 040 
Western Cape I 659 1 I08  6  952 
Total 21 000 52 000 88 000 

16 280 - 
5 544 

I O  824 
19 448 - 

- 
- 

6 424 
1 672 

- 
- 

13 516 - 
- 
- 
- 
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HIVlAids  Grant - Education __ -1 
Transferring  department 

Purpose 

.Measurable  outputs 

Conditions 

.Ulocation  criteria 

Reason  not  incorporated  in 
equitable  share 

Monitoring  mechanisms 

Past  performance 

Projected life 

Payment  schedule 

Capacity  and  preparedness 
of the  transferring  depart- 
ment 

i 

TO ensure access to an appropriate  and  effecttve  integrated  system of prevention,  care 

TO dellver  life ski l ls  and HIVlAlds education In primary and  secondary  schoois 

An addittonal 200 Trained  master  trainers 

An additional 15 000 Trained Primary and Secondm school  teachers 

Implementation of the life sk i l l s  programmes in addmonal 35 per cent pnmar).  schools 

The OUtCOmeS JS outlined In the approved  bubiness  plans must be  achieved 

Educatton  component of the equitable share formula IS used to allocate amone\r prov- 
mces 

To enable the Depanment  of  Education  to  provlde  overall dlrecclon such that conzruency, 
coherence. and ahgnment  wlth the Natlonal Strategy  for  HIV/Aids  and the National Inre- 
grated Plan for Children  Infected and Affected by HIV/Aids is entured. and also en;dblcs 

sbllls programmes I n  prlmaly and secondary Schools 
the Depanment of Educat~on to play Jn  oversight  role  over the tmplernentatlon of life 

Depanments of Education.  Health and Soclal  Development w ~ l l  hchtdule  Inter-depan- 

~~ ~~ 

and  support  for  children  infected  and  affected by HIViAids 

and secondary  schools 

mental and inter-prov~ncial  meermgs 

~lonitonn_g and evaluation will be conducted hy the national Department o f  Educut~on 

2000/01 

Spend!@ trends - 23 per cent of the allocarlon way spent I 
I I HIVI-\tds pro\mcul  coordmators  have  heen appointed durmg thlz hnancld ?ear Tu 
irnprwe  communicat~on with provlnclal coordtnarors.  computer\ habe  been obtalned 

Projections  for 2001/0t 

HIViAtds and Me s h l l s  educarlon IS lntegrdted In the school cumculum At least 5 0  1 
Master  tromers ,ire bemg tramed  m  each province. which ~n turn w ~ l l  tram shoo1 ! 
teachers 

0 3) per cent of pnman: and iecondary  schools  teachers  are  being  tralned  and  supplied ! 
wlth the relevant learnmg support  rnatenal I 

It IS envisaged that. given the nature o f rhe   ep tdemc  the need for mch a grant wlll he 1 
nrcrjsar). LIS long as the epidemic of HIViAids 

Two ~nstalments ( 1  ;\pnl 2002 and I October 2002) 
The overall  co-ordination of the programme IS the respons~btlity of the Chlef  Directorate 
Curncuium  and  Assessment  Development  and Lemer Achievement m the  Depanmenr ot 
Educarlon.  The Budget Review and Advisory  Committee  of  the  Department of Education. 
under the ihairman~hip of the Deputy  Dlrector-General. Planning and Mon~roring, IS 

overseeine the manazement of the m n t  

I 

Table 11 Education  HIV/Aids  .Allocation 

2001/02 
Medium-term  estimates Revised 

?002/03 2003/04 2UOJ/ll5 

R  thousand  estimate 
Eastern Cape 1 1.747 

142 000 I17 400 I 2 1  931 Total 63  500 
11 218 9 375 9 869 Western Cape 5 017 
I 1  360 9 392 9 994 North West  5 080 
22 194 18 431 19613 Northern Provlnce 9 969 
2 698 7 231 2 37-4 Northern Cape I 207 
IO 366 8 570 ‘3 119 Mpumalanga 4 636 
31 382 25  9-45 27 608 KwaZulu-Natal I4 033 
I7 J66 I J -440 I5 366 Gau teng  7 S I 0  
8 946 7 396 7 870 Free State  4001 

26 270 21 719 23 I 1 1  
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Thuba  Makote:  Schools as C 

Measurable  Outputs 

Conditions 

.Allocation criteria 

~ ~~ 

Reason  not  incorporated  in 
equitable  share 

Monitoring  mechanisms 

i 

1 

1 
Past  Performance 

Proiected life 

Payment  schedule 

Capacity  and  preparedness 
of the  transferring  depart-  
ment 

1 

'enters  for  Community  Development - Poverty Relief Allocation  (Indirect  transfer) 

Education (Vote: 15) 

To develop and ptlot a cost eKectlve  approach to the  design, construction and  manage- 

tleh !ie The approach envlsaged wtll be flexlble  and  deslgned to be  adapted to suit the 
ment of school  facilmes  whlch wlll also meet  the  developmental  needs of rural communi- 

partlcuiar  needs  of  communltlesl 

The  programme will develop 27 schools tn rural areas tn each  province  identttied as 

Completton  and  hand over of first 9 p~lot  schools, I tn  each  provtnce.  whtch  were  tnttl- 

.An evaluatton  report on the success of the tirst 9 projects,  recommendations  used to 

Proposals  for 18 more  schools 

bemg of greatest need 

aced In 2001102 

tinallse proJect 

Constructlon  of 18 multt-functlonal  rchools 

The  Thuba Makote Progamme is funded  from  the  Poverty  Rellef.  Infrastructure  In- 
\'eslment and Jobs  Summit  Projects  Fund  and  must  thus  adhere to the requtrements of 

The programme must lnclude job opportunitles for local people In the areas ,elected 
Job creation In the development.  building, equipping and  utlltsatton of faclllt~es 

for the development of the centres and must  ensure  that  women, the youth  !younger 
than 15 years) md the disabled  are  tncluded in employment 

c o n ~ e p ~ u n l ~ s a t ~ o n   o i  the programme 

ment of the fmlitler must a l w  be Included I n  the programme 

Sklils tralnlng and transfer to the local people  must  be a maJo1  focus tn the 

Cdpaclty  building of the xhou l  sommunlry  for  the effective maintenance and manage- 

For 2001/0? the amount was dlvlded equally amongst the  provlnces 
For 2002103 .Ind 1003iOJ the backlog In Infrastructure In problnces \bas taken tnto JC- 

count in the dl\  tston o i  the funding to provlnces 

The  programme dtms to develop  and pllot models.  whlch w ~ l l  provtde 3 new  approach t o  

ensure  that the programme  provldes  Innovattons In these  areas  and 11 thus  need\ to be 
the deslgn.  i'on\tructlon and management of  xhool facilitles I t  1s therefore  Important t~ 

managed from ,I national level 

The Implementation of the PKOJ~C:S wdi  be monitored  and  supported  through a rteenng 
comrnlttee  compnslng  representatlves  from  provmcial  educat~on  departments  and  orher 

The natlonal Department of Educatlon kbt11 appoint an lmplementtng agency for the 
appropnare orgamsatlons 

Each ptlot project w e  wlll be vtatted repularly by the consultant to monltor progres  
proyamme I c onsulruni~ 

(inirasiructure and instttutlonal  development),  ensure  appropriate  qualtty  control. 
rnlnlmlse dlsturbance oieducatlonal actlvtttes in extstmg \chool facllttte\ and a v o ~ d  

Munrhly progress agalnst mtlestones and expendlture  against  budget  repons  for  ap- 
an) injury to IrilIners  and staff as well as the general  publlc 

proved p~lor projects  must be submltted by the consultant  before or on the 7th da) oi 
each  month to the programme  manager of the  natlonal  Department of Educatton. Thew 
reports  must be tn line  with the PFMA  reporting  requirements.  Monthly  reporttng o n  
programme  status IS requlred from the firs: month of the contract duratton 
I t  IS also required to complle and submtt  comprehenstve  quarterly  reports to the De- 
panment of Educatton that must  be In line wtth  the  reporting  requlrements  set hy NJ- 
clonal Treasur). for the spec~al allocations for  poverty  allevtatlon.  infrastructure and lob 
iummlr  projects 

Pro~cct~ons Cor 2001/'_002: 
0 The  Department  Implements the project  through an lmplementtng agency. By the end 

of the tinanclal year the first of the two planned  phases  for the current  tinanctal  year 
wtll have been completed.  Thls  amounts to an estimated I O  per  cent ctpendlture A 
roll-over be requested tu fund the 9 budding  proJects  whtch  hake been comtnlrted 
through the tender 

0 The render process took longer than antictpated to complete.  The remalnlng two ten- 
ders ~ ~ l l  be cornplled In adbance to ensure  that  spending  for the remalntng tuo year\ 
u ~ l l  be u l th tn  the \et time  frames 

The allocation 01 rhts grant 15 still envlsaged to contlnue unttl 200.31!)4 

men['\  accounttng oficer 
Not Jppltcable I Indirect Tramferi - accounrabthty  remntn?  wtth the nattonal depan- 

0 The  Depanment of Educatton has embitshed a Dlrectorate.  Phyvcal Planntnf and h.h 
An ltnplemenrlng Agency wtll be appolnted 

Jppotnred the Director: Pl1ycal  Plannmg 'I\ the Propranme Clunager of the pro~ect 

Table 12 Thuba  Makote: Schools as Centres for Community  Development  (Indirect  Transfer) 

2001/02 
Medium-term  estimates Revised 

2002/03 2003/04 2004/05 

R thousand  estimate 
Eastern Cape 5 400 
Free  State 

5 000 I O  700 

J 000 5 300 5 300 Gauteng 
5 000 1 0  700 5 300 

- - Western  Cape 5 300 
5 000 5 300 - 5 300 North West 
5 000 1 0  700 Northern  Province 5 400 

5 300 Northern  Cape 
I0 600 5 000 Mpurnalanga 5 300 

5 000 10 700 KwaZulu-Natal  5 400 

Total a 000 34 000 64 000 - 

- 
- 
- 
- 
- 

- - - 
- 

- 
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National Ikhwelo Projects - Poverty  Reiief  Allocation  (Indirect  Transfer) 
Educatlon (Vole lji Transferring  department 

Purpose 

\leasurable outputs 

Conditions 

4llocation Criteria 

Reasons  not  incorporated 
in  equitable  share 
\lonitoring mechanisms 

Past  Performance 

Projected life 

Payment  Schedule 

Capacity  and  preparedness 
of the  transferring  depart- 
ment 

i 

i 

t 
1 

I 

The overall goal of the project is to provide  access to skllls development in General  Edu- 
cation and Tralnlng for adult learnen to enhance  then  social and economlc capaclty 

450 Educators/tra~ners and employed to tram adults agriculture and SMME learnlng 
programmes in additlon to literacy 

9000 adults  engaged in  lifelong learning 

480 Governing bodles  and  center  managers capacltated to govern and manage 

The National lkhwelo  Project IS funded  from the Poveny Rellef, Infrastructure Invest- 
ment and Job5 Surnmlt  Projects Fund and  must  thus  adhere to the requirements o f j c ~ b  
creauon I n  the development, bullding, equlpplng and utillsatron of the facility 
The programme  must  rnclude Job opponunmes  for local people In the areas .;elected 

than 25 years) and the disabled  are  Included In employment 
for the development of the centres and must  ensure  that  women. the youth  (younger 

The Illiteracy rates i n  provinces as w e l l  as the \oclo-economlc condition, of the provlnceh 
\+ere takrn i n t o  account 

Speclal allocmon trom the natronnl Poveny Rsliet Fund 

Quarterl! progre\s  repons in Irne urth the rsponmg requirement, w t  by Uatlonal Trsn- 

prqects 
>UT) for the \peclal allocations for polen) rehef.  infrastructure and lob \umnllr  

Ndtlonal Commlttee of provincd ,Adult Basic Education and Tralnlng I.-\BETI heads 
together ic~th [he Dmctorate Adult  Educatmn and Trdinlng lnonltor m d  pro\rdc 
progre\\  reooris i o  the Dlrector-General 

?UOO/O 1 
Nsu project 

Projections  for ?.UO1/02: 
I t  I\ mpected that RI4.Y lndllon \ c l I l  he u t 1 1 1 4  h) 31 March 2001 

Durmg the 2001~02, learning mppon maIerld1s and rramng of educators 111 g n e r -  
nancc. .Ipnculture. SAlhlE. monnonng and e\aIurltlon w ~ i l  bc prov~ded.  Furthermore. 
the procurement of learner wppon material, aid equipment, ddvocacy. and Iearnlne 
progrdrnnw will take place dunng rhla tinancnl i rn r  

The allocntlon o f  thr\ grant IS \tr11 snvlsaged to contmue untll 2003/04 

Uot ;LppIIcable ilndrrect transfen to pro\lncesi -Accounting rehponvblllt! Ire\ wrth the 
xcountmg officer o i  the rrmzfemng narlonal depanment 

The  oberall  co-ordlnat~on of the programme IS the re\ponslblhty of the Chef  Dlrecrorate: 
Cumculum and Asaehsment De\elopment and Learner Achievement In the  Department 01 
Educatlon  The  Budcet Rewew and .Ad\isoy Commlttee of the  Department of Educutn~n 
under the chalrmanahlp of the Deputy  Director-General:  Plannlng and \lonltonnp. I \  

cnerseelnp the management o i  the grant 

Table 13 Yational  Ikhwelo  Projects  (Indirect  Transfer) 
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National  Treasury Grants 

bansferr ing  department  

'urpose 

aeasurahle  outputs 

Zonditions 

Ulocation  criteria 

Reason not  incorporated in 
tquitable  share 

Monitoring  mechanisms 

Past  performance 

Projected life 

Pavment  schedule 

t 

Capacity  and  preparedness 
of the  transferring  depart-  
ment 

i 

~ 

Provincial  Infrastructure  Grant 

National  Treasury (Vote 8) 

TO support  constructlon.  mamtenance and rehabllltation of new  and  exlsung  infrastruc- 
ture. and to fund the reconstruction and rehabilltatlon of infrastructure  damaged  dunng 
the 1999/00 floods 

Rehabllltatlon.  malntenance  and  constructlon of roads,  schools.  health  facllitles. and 
rural development 

Rehabd~tatlon of flood-damaged  Infrastructure 

Submlsslon of quarterly  reports  on  physlcal  progress  with  implernentatlon of Infra- 
structure  projects In additlon to monthly In year  expenditure  monltonng  reports.  Re- 

the grant allocat~on 
ported  lnformatlon  should  cover the full Infrastructure  budget In the  province, not o n l y  

Progresslie  mcrease In the budget  for  rnarntenance  for educat~on. health.  and  roads 

Deralled provlnclal mfraatructure  spendlng  plans  for ?003/04 Budget to he submitted 
IS pan of crrateglc plans by 30 June. 1002 or at I date to be determlned by the Na- 
tlonal Treasur). 

Infrartructure 

In addmon to the above  condmons. the iollowlng conditions apply  speclficall) to the 
Flood  Reconstructlon m d  Rehabhtatlon portlon of the grant:  Funds  allocated must he 
used excluswel? for  rehablliratlon  and  reconstruction of flood damaged  mfrastructure 
as \entied by the natlonal goiernment 

7/11> In,frus:r~r~:irre Grum cornpu~~m::  An dvernge of the percentage equitable \hare\ 
nnd backlog iumponent  of equmbie share  formula  has been used to allocate Imong 

backlogs uhllr at the \ame t m e  cupportmg  those  that  inhented  substantla1  infrastruc- 
funds  pro\ incss. The a m  1s to Introduce a blas In favour of provlnces  wtth  sub\tanrlal 

ture 

The/iood h n u q e  componenr:. The allocations were  Informed by the recommenddt~on\ 
of the Command  Center and took account of. 
-The overall renfied mfrasrructure  damage  \utiered in each  provmce: 
- Recornrnendatlons  made by the Command Center: 
- Expenditure trends In the current tinanclal year. reflectmg  the  rate of expendlture In 

- drallable funds 
-The flood damage  component  phases  out In the ?003/04 financlal  year 

the problnce: and 

Thls grant  ensures that provlnces glve pnonty to Infrastructure  marntenance.  rehablllta- 
tlon nnd construction in line wlth Government pnorities 

Provmces are requlred to submlt  detaded  quarterly  reports.  which  capture  the  full de- 
talk of the projects  Including the nllocat~on  for the year, the  expenditure  for the perlod 
In questlon and on outputs  achleved 

ZOOulOl 
The R300 rnlllion dlocatlons  for  mirartmcture  was  used to \upport  four  prorlnce? thar 
were extens~vely affected by the flood &later of 1999/2000 

Projections  for 1001/02 

0 Spendlng on this g a n t  started off i e r y  $low. It I \  expected that. there  wlll be home un- 
der-rpendlng, but wlth commitments dreudy made on the allocauons  as  spendlng plan. 
are now In place 

To be re\lewed After five  years 
Four InstalmentF. 24 41ay. 3 I July:  3 I October: 2002: and 23 lanuan. 2003 

The National Treasun.  ha\ .I dcdlcated  chlet  directorate  responslble  for admmstenng the 
grant 
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Table 14 Pcovincial  Infrastructure:  Infrastructure  Grant 

2001/02 

Medium-term  estimates Revised 

200U03  2003/04 2004/05 

R thousand  estimate 
Eastern Cape I47 275 

Northern Provlnce 
52 997 71 931 Northern  Cape 29 41 1 

I18 961  178  168 120 569 .Mpumalanga 61 236 
331 123 495 925 612 837 KwaZulu-Natal 170547 
157 084 235 266 288 841 Gauteng 80 860 
93 913 140653 173 878 Free State 48 342 

286 107 428  504 531 220 

81 930 
143 369 278519  417 139 515 245 

North West 69 536 135086 702 320 250472 
Western Cape 49 524 96210 144094 177848 
Total 800 000 1 550 000 2 314 000 2 852 840 

Table 15 Provincial  Infrastructure: Flood Damage 

2002/03 2003/04 200405 

Revised Medium-term  estimates 
R  thousand  estimate 
Eastern Cape I30 000 1 70 000 23 000 - 
Free State 128 000 
Gauteng 

58 000 21 000 

KwaZulu-Natd 12 000 
Mpumalanga 98 000 
Xorthem Cape 

90  000 36 000 

181 000 120 000 Nonhem  Provlnce  I96  000 

400 000 200 000 Total 600 000 
Western Cape 

- - North West 1 I 000 

- 
- - - - 

- - - 
- 

7 000 - - - 
- 

1 8 000 
- 

- - - 
- 

Table 16 Provincial  Infrastructure: Total Infrastructure  Grant 

2001/02 i 2002/03 2003104 200~105 

Revised Medium-term  estimates 
R  thousand  estimate 
Eastern Cape 277 275 

l i 5  086 202  320 150472 North West SO 536 
560519 537 139 515 245 Northern Prownce 339  369 
52 997 71 931 81 930 Nonhrm Cape 36411 

208961 214 168 220569 Mpumalanga I59 236 
333 123 495 91-5 612S37 KwaZulu-Natal 152547 
I57084 3 5  266 288 841 Gauteng 80 860 
151 913 161 653 I73 878 Free State 176342 
356 I07 451 504 53 I 230 

Western Cape 67 525 I 96210 144 094 177 858 

Total 1 400 000 1 1 950 000 2 514 000 2 852 840 
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Housing grants 

ransferring  department 
urpose 
Ieasurable  outputs 

onditions 

llocation criteria 

leason not incorporated  in 
quitable  share 

donitoring  mechanisms 

'ast  performance 

Pro)ected life 

Pavment  schedule 
Capacitv  and  preparedness 
IC the  transferring depart- 
ment 

Housing  Subsidy  Grant 
louslng  (Vote 17) 

'o nnance  subsldles  under the narional houslng  programme 

1 Uumber o f  subsdies financed - estrmates 200,000 In 2001/02 

1 The bae l tns  allocations for  prowncza ;I\ reflected in the 2001 Dlrtclon oi Re\enus \LI 
remain  unchanged and are allocated uslng a tormula that IS  based on the number oi 
households e m m g  less rhan R3500  dlsaggregatrd into the different Income categnr!', 
for  each  subsldy level. The households in each income category are then welyhted h) 
the value o f  the subsidy  dmount for that tncome category 

B The additional  R300 mllllon in ZOO3104 and  R579 mlllion In 1003/01. and the total 

dlocation of R 1  346 milllon in 2004/05 are  allocated to provlnces  through a  ne^ t u [ -  
mula, which introduces  an urban h a s .  The new allocation formula IS based on 
-The needs of ench province aa measured by the  houalng backlog IS 3 funcrim cil  ~ 

people  who are homeleis.  stayng in  \hacks.  caravans. tent?. backrooms m d  r1xm1- 

- .A pobeny indicator as measured hy  the  number of Ihoweholds e m m g  les\  thm R.: ' 
In !lata. and IS asslgned a weight of 50 per cent: 

300 In each prownce and is weqhted 30 per cenr: m d  
.A populatton Indicator as rneaaured by each  province's  \hare of total population 
using rtatistlcs from 1996 Census and IS weighted 20 per cent 

The provision of housing to the poor i s  .I nattonal priorit! The conditlonal grant enable\ 1 

i 

blonthly Instalments. dependlng  on the rate of delivery 

The natlonal Department does have the capaclty to manape and admtnlrter the transfer oi j 
houslng  funds  to Provincial Government? and to momtor thelr performance In thl\ regml 1 



85 

Tabla  17 Housing Subsidy  Grant 

2002/03 2003/04 2004/05 
~~ ~ ~ ~~ ~~ 

Medium-term  estimates 
R thousand  estimate 
Eastern Cape 498 31 1 
Free State 241 253 
Cauteng  681  831 
KwaZulu-Natal 617  647 
Mpumalanga 208  355 
Northern Cape 65  475 
Northern Provincs 334 757 
North West 256 735 

571 185 627  353  581  876 
283 097 316064  374679 
ROI 940  896  830 I 085 699 
708 759  778 263  727  156 
242 038  268 228 288 030 

75  809 83 807 86 900 
381 767 117 204 359 305 
302 001 337  769 409 100 

t 

Western Cape 321 561 1 372  778 112180 133 357 
Total 3 225 958 1 3 139 614 4 137 898 4 346 432 
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Human  Resettlement  and  Redevelopment  Pilot  Programme 

Transferring  department 1 Housinz (Vote 17) 
Purpose 

~ 

TO fund  projects  that  aim to improve  the  quality of *e environment by addressrng  prob- 
lems in urban  communities 

~~~ 

Measurable  outputs Improvement of the quality of human  settlements by fundrng  projects, whrch wrll ad- 
dress  dy~functionaiitres in such  settlements. The outputs of the programme  depend 

They will  include: 
largely on the unrque content of each  project  funded in terms of the pllot programme. 

- Upgraded  mfrastructure in depressed  areas and number  of  employment  opponunl- 
tres created: 

- The  number of ex~sttng depressed  areas  re-planned  and  redeveloped.  such as inner 
crty redevelopment,  urban  renewal and informal  settlement  upgrading;  and 

-Completed  plans of areas  which  could  promote  Integration  (new  developments) 

Conditions 0 To form pan of the contract  between  the  provrnclal  yovemment  and the natlonal De- 
pmment of Housrng on vpecrfic projects 

the ZOO3 Budget proposalr by 30 June 2002 
Provrncial spending  plans to he prepared as pan of strateglc  plans to be \ubm~tted with 

.Allocation criteria Bahed on the orolect  oronoials  suhm~tted hv nrnvlnce 

Reason not incorporated  in 
equitable  ?hare 

.A> II p~lot  programme. the Depanment of Housing  needs to be Involved ~n approvrnp. 
monrtonng and svaluatrng the programme in general  as well as \pec~hc  proJect  output? 
with il \leu to the formuiatron of a  more comprehens~ve permanent  programme 

,IIonitoring  mechanisms Thr. Directorare. Specla1 Programmes  Suppon  monrtors  proJects o n  a monthly  basr\ 
rhruugh tinancial and ~mplemsntatron  progress  reports. as well as \ne VISIIS In order I O  

enure  ;ompli~~nce and correct  reponing o n  Key Performance  Indrcatori 

Past  performance ?000/01: 
Of R.39 million  budgeted. R35 mlllion \$as $pent.  The  outputs  idenrltie\ in  term\ o f  
key performance area5 have been achre~ed 

Projections for ZOOli02 
0 I t  I S  sypecred that 707t to 8 0 4  of the funds wrll he \pent by the end nt the hnancial 

!ex. although all funds wrll have been cornmrtted to projects  through  approved  bus]- 
nriz plans 

Projected life The programme IS an rmponant tool i n  achreving funcr~onal human  ?ettiements. II I\ ex- 
pected to contrnue until all \ettlement  areas  that need improvement5 x e  cuvrred 

Payment  schedule Four  auanerh lnstalments 

Capacity and preparedness The Directorate: Spec~al  Programme  Suppon 15 dedicated to manage rhl\ Programme and 
of the  transferring  depart-  the nscescm  ~apaci t )  and  expenlse  exrsts to undenake thra task 
ment 

Table 18 Human  Resettlement  and  Redevelopment  Grant 

2001/02 

Revised 

2002/03 2003/04 200405 

Medium-term  estimates 

R  thousand 
Eastern C ~ p r  
Free State 
Gauteng 
K w a Z ~ l ~ N a t a l  
Mpumaianga 
Northern Cape 
Nonhern Provinct: 
North West 

estimate I 
8 500 I 
5 000 

26 000 
25 000 

5 000 
I 000 

I0 000 
7 000 

10 000 
7 500 

23 000 
35 000 
6 000 
2 500 

11 000 
6 000 

Western Cape 12 500 I 13 000 I3 500 1-1 310 
Total 100 000 1 104 000 109 000 115 540 
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Social Development grants 

F Financial  Management  and  Improvement of Social  Security  System 

1 Social  Dexelooment (Vote 18) Transferring  department 

Purpose 

Measurable  outputs 

Conditions 

Allocation  criteria 

Reason  not  incorporated in 
equitable  share 

Monitoring  mechanisms 

Past  performance 

Prqjected life 

Payment  schedule 

Capacity  and  preparedness 
of the  transferring  depart- 
ment t 

I 

Based on needs of each  provlnce as determlned from their  business  plans 

Funding  was  lnltiared In order to fund the national department  pnonty  and strate:y for 
improvme rhe mfomatlon  syjtem.  financ~al  management  and  dellvery of \oc~al  secunty 

hfonthly  project  progress  reports by provlnces 

Structured w e  WSKS twlce a year by a team  cvnalatlng of both  natlonal  and  prownclal 
oRc1als 

-4 number o f  mtlanves belng  undertaken by the depmment wdl drengthen Its capacity 
to deliver on the grant whlch  Include: 
- Restructuring of the  department to strengthen ~ t s  core  functlons  Including  the  estab- 

lishment of a monltonng and rvduatlon unit  for soclai secunt?: 
- .Appointment of iinancial  expenlse In the natlonal and  provlnanl  depanments to 

improve t i nmla l  management In general m d  the management ot condltlonal 

- Workshops on the D i v l w n  of Revenue Act are  expected to contnbute towards Im- 
grants:  and 

proved  managrment of the grants at the  provlnclal  level.  lncludlng better reportmg 

Table 19 Financial  Management  and  Improvement of Social  Security System' 

2001/02 2002/03 2003104 2004/05 

Revised 1 Medium-term  estimates 
R thousand  estimate I 
Eastern  Cape 642 1 I 200 
Free State 
Gauteng 

.Clpumalanga 
Northern Cape 
Northern Provlnce 
North West 

KwaZulu-Natal 

632 
642 
642 
642 
642 

5 100 
M2 
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r- - 
Sucial  Develooment-HIVIAids  Grant 

I Measurable outputs 

L 

Uocatinn criteria 

Reawn not  incorporared in 
equitahle share 

\lonitwing  mechanims 

Past  performance 

Projected  life 
Pa?ment schedule 
Capacity and preparednes, 
of the  transferring depart- 
ment 

i 

! 

t 

i 
1 

1 

- 
Department of Soclal Development (Vote 18) 

The  Department  of  Soclal  Development IS respontible  for  [he  develooment of home- 

-. ~ ... 1 
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Transferring  department 
Purpose 

Measurable  outputs 

Conditions 

I Poverty  Relief  (Indirect  transfer - Grant in Kind) 

L 

.Allocation  criteria 

1 Reason  not  incorporated  in 
equitahle  share 

Past  performance 

I ' Prqjected life 

Capacity  and  preparedness 
of the  transferring  depart- 

I 
Table 21 Poverty  Relief  (Indirect Transfer-Grant in Kind) 
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Department of Agriculture 

Transferring  Department 

firpose 

Poverty Relief and  Infrastructure  Development 
-I 

Aenculture (Vote 2 5 )  - 

Measurable  outputs 

I 

Conditions 

.Allocation criteria 

Reason  not  incorporated  in 
equitable  share 

Monitoring  mechanisms 

Past  performance 

Projected  life 

Payment  schedule 

Capacity  and  preparedness 
of the  transferring  depart- 
ment I 

To address the degradation  problems of natural  resources  and  improve  the  socio-eco- 
nomic status of rural  communitles 

Rehabilitation of irrigation  schemes to benefit  small  scale f m e r s  

0 Rehabditatlon  and  improvement In veld  management 

Reduction In depletion of so11 fertility  and  soil  acidity 

Improvement in the  prcductlon  systems  for  small  scale  farmers 

Implementation of approved  projects  according to the  proJect  schedule 

Based on submlssion  of  pro~ects by provinces,  with  some  bias  towards  the poorest prov- 
mces 

The  funding IS From the special  poverty  allocation  made by the  national  government 

0 Provmces  report  monthly on lmplementatlon  progress 

lmoact  assessment to be undertaken in the current vr3r 

2000/01 

Allocation was under-spent by R6  mlllion 

Evaluation of completed  projects is under way, and the repon to be submltted to Na- 
tional  Treasury in June 2092 

2001/02 projections 

Expect  all  funds to be spent.  although In some  other  provlnces  they  have  been  wamng 
for the rams to s t a n .  so that they  could  proceed  wlth  their  projects without causing any 
degradation to the land and  environment 

The grant LS dependent on the projected  life of the  'Poverty  Relief  and  Infrastructure  De- 
velomnent  Fund'  made bv the  natlonal  eovernment 
To be  transferred in three  lnstalments - 50 per  cent  payment  on 10 June. 25 per  cent  on 
10 October 2002. and 25 Der cent  on 10 Januarv 2003 

,411 admmistratlve.  monltonng  and  reponing  capacity  is In place 

1 

Table  22  Poverty  Relief  and  Infrastructure  Development 

2001/02 

Medium-term  estimates Revised 

200303 2003/04 200405 

R thousand 
Eastern Cape 
Free State 
Gauteng 
KwaZulu-Natal 
Mpurnalanga 
Northern Cape 
Northern  Province 
North West 

estimate 
5 896 

684 

5 285 
1 141 

959 
7 921 
5 000 

6 000 8 000 - 
1 400 1 800 - 
- I 600 - 

4 000 6 500 
2 000 3 500 
1 300 1 800 
5 000 8 000 
3000 5 0 0 0  - 

- 
- 
- 
- 

Western C ~ p e  878 I 1 3 0 0  1 800 - 
Total 28 376 I 24 000 38 000 - 
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Department of Arts, Culture, Science and Technology 

Poverty  Alleviation  (indirect  transfer to provinces - grant  in  kind) 
Transferring  Department 

Number of lobs created Measurable  outputs 

To fund  Poveny Relief projects In the areas of Cultural  Industries  development,  Cultural Purpose 

Department of Am.  Culture,  Science  and  Technology  (Vote 14) 

Tourism  and  Heritage  Development 

Number of people trained 

Equtpment prov~ded 

Infrastructure for  craft  and  heritage  development 

Conditions Provinces  must  submlt  project  proposals  which  must  demonstrate  that  the goals of 
poverty relief through job creatlon  and  tratn~ng  are  met 

the ms and culture 
Legal  contractS  stgned  between  the DACST and  provincial  departments  respons~ble  for 

Allocation  criteria 
Legal  contracts  slgned  between DACST and implementing  agencles 

The   d iv~s~on  of  funds  between  provmces was made on the  basis of the  proposals  subnut- 
ted from the provmces 
The selectlon of projects  was based on the  following  criteria: 

Potentla1 for lob creatlon andor  trainmg 

Location in terms of the poverty  nodes 

Reason  not  incorporated in 
Some  projects  cut  across  provmces i.e. CSlR and Khumbula-Zulu Craft pro~ects equitable  share 
A spectal poverty allevlatlon allo~atton 

Monitoring  mechanisms Monthly  meetlngs ~n each  provlnce 

Quarterly  reports on progress  and  expenditure 

Project  site w i t s  

Past  performance 
Prniected  life 

97 per  cent of Poverty  Allevianon  allocation  was  spent in 2OOO/O1 
The  durat~on of Povenv Relief a l l o c m o n  

Payment  schedule 

Capacity  and  preparedness 

responstbility  hes  with  the  Accounting Officer of the transferring  natlonal  department 
Payments wlll be made in 1 to 3 lnstalments based on actual  expenditure - Accounting 

port of the  line  funcuon  directorate  responsible  for  cultural  development  and  hentage of transferring  department 
A sub-d~rectorate with dedicated staff IS respons~ble  for  the  programme  and  has  the  sup- 

develooment 

Table 23 Poverty Alleviation  (Indirect  Transfer-Grant in Kind) 

2001/02 

Revised 

200U03 2003/04 ?004/05 

Medium-term  estimates 

R thousand  estimate 
Eastern Cape 3 297 2  985  9 297 - 
Free State 
Gauteng 
KwaZulu-Natal 
Mpumalanga 
Northern Cape 
Northern Province 
North  West 
Western Cape 
Unal located 

Total 

1941  1971 4 803 
587 

4 798 5 757 2 255 
1641 2  780 I 175 
3 225 5 027 2 025 
1 770 2 314 1531 
2 307 2 548 3 156 
2 370 2 320 3 270 
4 336  5  154  5 163 
4 597 2 000 

25 000 30 OOO 42 000 
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Department of Provincial and  Local Government  Grants 

Local Government Support Grant  (LGSG) 

1 Transferrinr  Deaartment 
Purpose 

Lleasurahle  Outputs 

1 Reaaon not  incwpnrated in 1 Equitable Share 

I Llonitoring  Slechanisms 

1 Past  Performance 

I 
~ 

i 
1 Prnjected Life 

+ c 

t 

+ 

Table 24 Local  Gobernment  Support  Grant 

2001/02 2002/03 2003/0J 2004/05 
Revised hledium-term  estimates 
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Appendix E2: Frameworks  for  Conditional Grants 
to Local  Government 

Detailed Frameworks on Schedule 5 and 6 Grants to Local Government 

Introduction 

This appendix is published to enhance  the certainty, predictability  and  transparency 
of transfers  from  national  government to municipalities.  It  provides  information 
required in terms of the  Division of Revenue Bill, 2002 on the  framework  for  indi- 
vidual  transfer  programmes,  allocations to each  municipality  benefiting  from that pro- 
gramme.  and  strategic  frameworks for the  coordination of various  transfers.  Covem- 
ment's intention to restructure  and  rationalize  grants to local  government is being 
actively  pursued in the  forthcoming  financial year. In this light,  the  structure of the 
new,  consolidated  grants is provided  with  a  description of each of the  existing  grant 
windows  which will be phased  into the  new grant  programmes,  as  well as details of 
these transitional arrangements. 

The  frameworks for indixidual  grants  are set out below. classified into the  three 
categories: 

Equitable  share  and  related  transfers 

Municipal  infrastructure  grants 

Municipal  capacity  building  and  restructuring  grants. 

Equitable  share and related  transfers 

The  equitable  share to local government is the  cornerstone of the  system of intergov- 
ernmental  transfers  from  the  national  sphere.  This  Constitutionally-protected share of 
nationally  raised  revenue  emerged  from  the  consolidation of a  large  number of condi- 
tional transfers  from  national  and  provincial  governments.  This  transfer is not a  con- 
ditional  grant.  as it provides  general  budgetary  assistance to municipalities to exer- 
cise their powers  and perfom their  functions.  as  allocated by the  Constitution  and 
subsidiary  legislation. 

Two  smaller  grant  programmes exist within this category of transfers. and  are  sched- 
uled for consolidation  into  the  "core" local government  equitable  share in future 
years. 
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r 
Transferring  Department 

Purpose 

Xleasurahle Outouts 

Conditions 

.Allocation  Criteria 

T 

I 
I + 

i 
Budget on which  Transfer 
is Shovn 

Past Performance 
t 

I 

Projected Life 

Reason  not  incorporated in 
Equitable  Share 

+ 

Capacitv  and  Preparedne 
ss of Transferring  Depart- 
ment 

Local Government  Transition  Fund (LCTF) 

Psovincnl and Local  Government (Vote 5) 
To assist municipalitles  wlth slgnificant once-off costs of amalgnmanng and establishing 
new  stmctures  following the municipal demarcatton  process 

Kek Performance Indicators wlll  be utllised to  show  progress.  Although  outputs will 
\a? between  munlctpalttles. the following Issues. m e r  aha. will be addressed: 

Restructuring of Human Remurces: 
Standardisarlon of expenditure control\ and tinanclal reporttn, 
Consolidation of financial data. 

01 mechanibrnc. 

Standardisatton of policles: 
Co-ordtnatlon and. I f  necessaq. btandardimlon of service del ivep mechanlsmb; 
Ph!stcal mtrawucture needs  klr  totally new munrclpalities. 

I t  1 5  cxpected  that  over 7 5 0 ,  of munmpalttle\ dccessrng the Transltlon  Fund ~ 1 1 1  hake 
\ h w n  Jdequate proye\ \  aglilnst thew and other KPI', and that any funher  asrlrtance 
could he \~gn~ticanri). more iocu\L'd. 

I n  order IO ~ L ' C C S S  the tranche> oi the Loc.11 Go\ernment Transltlonal Grant tor the 
1002,'07 hnonclal year.  mumclpaIitle\  that compltzd wlth the condltlons for the 3001/02 
hn:rnclal \ens rnuht hubnut the l o l l o \ \ ~ n ~  reporb io the Dcpnnment o f  Pro\Inclal m d  

\lcmthl! ?\pendlturc repon5 rrqulred In lemm\ the D ~ i ~ \ l o n  o f  Rebenue 4c1: and 
L a i d  Go\ernnicnt' 

Qrunerl\ meeunr on  pre-detesm~ned  KPl'r. 
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Water Services 
rransferring  Department 

'urpose 

ileasurable outputs 

londitionc 

.Allocation  criteria 

Mlocation by province and  
municipalit! 

Monitoring  s?stem 

Budget  on  which  transfer 
is shown 

I t  

I ,  

I '  

T 
1 

Past  Performance 
Projected  life 

1 
i 
f 

i 

DWAF bu t  funded and \upen tred by uther appropnate  tn\titutlma. j 
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Municipal Infrastructure Grant 

The  phased  consolidation of municipal  infrastructure  transfers  into  the  Municipal 
Infrastructure  Grant  (MIG) will commence in  the  2003/04  financial  year.  This  con- 
solidation  programme  is  anticipated  to  finish by 2004/05. A policy  framework  and 
operating  procedures  for this grant  will  be  published in July 2002. 

Funding  windows 

7 

Conditions 

.Allocation criteria 

Budget on which  transfer 
is shown 

Past  performance 

Projected life 

Reason not  incorporated  in 
equitable  share 

Capacity  and  preparedness 
of transferring  department 

Performance  management 

nsolidated  Municipal  Infrastructure  Programme(CM1P) 

'rovinclal and  Local  Government (Vote 5) 
To provide  internal  bulk,  connector.  internal  infrastructure  and community servlces  and 
hcllltles to low  income  households. 

The programme will provide for new. rehabilitatron and upgrading of existmg  mfrastruc- 
ure. specla1 cases  and  new  Innovatmn. 

;pecltic  outputs will be determmed by the  projects priont~sed by Dlstrict Councds  and 
:atego? B municipalities for which they want  funding. 

h e  key outputs of the  programme are: 
J The quantlty and  quality of infrastructure  developed 

Number of beneficlanes - 450 OOO households  serviced  per  annum 
Categones  of  pro~ects funded 150 water. 60 ianltatlon. 50 roads  projects  per  annum. 

Locatlon of proJects- equal Split between  urban  and rural pro~ects  (Pnonty  ihould he 

Employment  opponunlt1es  created  and  accredited  trainlng  provlded.  number of 

SMME involvement -300 SMMEs  per  annum  utllised 

Conditions  include: 
Funds may only be used  for the spec~fic municipal  infrastructure  Investment I t  was 

The  mvestmenr  must  become an asset of the municlpallty and mamalned by the 
intended for. 

Submlsslon  to the province  and  department of a business  plan  and  municipal  councd 
municipality 

Must be  allocated in accordance  with  the  Divlslon of Revenue  Act 
resolutlon  approving  each  pro~ect 

All CMIP pro~ects must  comply  with the conditlons of the programme  determmed bq 

Allocated  on a poverty-weighted  formula  Including  the  number of poor  households 
unemployment  and the number of households  without  access  to  baslc  water  serwces. 

The grant  must  be  shown as a condltional  grant  on  municipal  budgets. 

~ ~~ 

given to ISRDS  and  URS  nodes.) 

woman  and  youth  employed  and  trained  (target 30% of each  category.) 

the Department. 

Extensive expansion of economic  and soc~al mfrastructure to poor  households  through 

tlon of the programme. 
the C.MIP programme. A total of 1.8 million  households  have  been bervlced smce mcep 

The CMIP programme 1s a ten year  programme of National  Government 

T h ~ s  IS a specific  capital  transfer t'mussed on  the  naaonal policy pnonty of ensunng JII 
South .Africans have access to at least a baslc  level of municipal  servlces.  Through the 
Inlrastmcrure  Programme  Government  directly  supports  the  Integrated  and  Sustnlnable 
Rural Development  Strategy (ISRDS) and the Urban  Renewal  Strategy (URS) as well 3 

[he  Houslng  Programme.  The  Programme also demonstrates to mun~c ipa l~ t~es  how to 
redirect  Infrastructure  Investment to achieve  developmental  outcomei as well a h  new 
mnovatlons that could be more  cost  effectwe  and efficlent to both munlclpallty md 
comrnunlty 

The Department  has an established  grant  and pro~ect  management  framework.  Funher 
detalls  are  available on the Department's websate (www.local.gov.ra) 

Upon  provmclal  recommendation, the Department may submtt to Natmnal Treasury an 

1 another. In the event of unsattsfactory  performance.  indecisiveness or mefficlent utlllsa- 
appiicauon for wlthdrawal  andlor  re-dlocation of funds  from one munlclpallty to 

tlon oi funds by a municipality 
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Ransferring department 

Purpose 

Lleasurahle nutputs 

Cunditions 

4llocation h! prosince  and 
municipality 

Budget on nhich  transfer 
is shown 

Proiected life 
Reason not incorporated in 
equitahle share 

Capacity and  preparedness 
of transferrine  department 

The following condmons apply: 
The projects/huslne\\  opponunrry w d l e s  identrtied by mun~crpa l~ t~es  must meet the 

The proJecUmdy  buuness  plans w11l act as a contract between the Department of 

? lun~c~pa l~ t i e \  inu\t wbmu monthly  reports in  terms of the D ~ v i b ~ o n  of Revenue Act 

mrena  of the LED  and Social Plan  Measures Grant: 

Pro \mla l  dnd Local  Government IDPLG) and the munmpality: 

1001 and the PoLeny Allevlatlon reportmg  requlrements. 

Xumher ol hu\lness opportun~ty  studies completed 
Xumhrr ,>i .hen term Job\ created 
Xumher ot long term job\  created 
Per\on &I!\ of aciredmdi unaccredited  training 
Ru\ines\  mira\tmcture developed e.g. hus~ness hrbes. ans and crafts  centre\. h!dro- 

FlnmcIJ1 and orhcr \uo~on  d~rzc ted   touards  SMMEs 
p0111c runnel\. irrtgntlon \chrmes etc 

i 
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Transferring  department 

Purpose 

\k!asurahle  outputs 

__- 
Community  Based  Public Works Programme 

Denmment of Publlc Workc lVote 61 
...* 

Conditions 

.illocation criteria 

r 
! 

Budqet on which transfer 
is I;hown 

Past performance 

Prqjected  life 

L 
Reason  not  incorporated i n  
equilable share 

c Capacity and preparedness 
of transferring  department 
Grant fund 
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ansferring  department 
!-pose 

--- 
Implementation of Water Service Projects (Capital) 

Water Atfalrs and Forestry (Vote 33) 

easurable outputs 

snditions 

llocation  criteria 

llocation by municipality 

onitoring system 

Idget on which  transfer 
shown 

at performance 

I 

-1 

_ _  

To fund bulk. connector  and  internal  infrastmcture  for  water  servtces  at a baslc level of 
seNIce. and  Implement  such  projects  where mun~clpalities lack the requlred capaclty 10 

do so. As water  serwces  proviston IS a functional  competence  for local 
department will  be transfemng  completed  RDP  projects,  wlth no \ratf or operating 

"ovemment, the 

budgets. to recetvlng  muntcrpalitles. 

A comprehensive reponing system has been developed  for the caplral  works  programme 
and the measurable  outputs  include: 

Number of people served - 693 000 targeted 
Number of projects  completed and transferred-  programmed 27 
Number of jobs created : 62 780 for all categories 
Detalled monthly expenditure.  R84  mlllionlmonth on average 

Yumber of people  impacted  through  health  and  hyglene  programme I 2 0  000 
Yumber of bustness  plans  approved: 106 of all types 

Number of completed  RDP  projects  transferred - 10% 
Number of tollets ConStructed: 20 600 

Ha\e underraken the necessan. serv~ce planntng 1e.g. WSDPl and pro\ldcd budper\ 
Beiore any conditlonal  grants  are  made. the local government L I ~  cmccrned t,lu\t: 

Be in  a poaltlon to undenake  the  implernentatlon.  uperatton and m:tlntenance the 

Ha\?  e\tablt\hed the mechanlsmb  and  \tructure\  for  repontng tu D\V{F .I, sequtrcd 
.All recelvtnp local gobernmenrs wlll be required tu enter  formal \crvIce pro\Iuon 

~~ 

tor the ongotng operatlon  and  matntenance 

r e h  ant water \ervtce\ 

agreements t~ncludlnp  provts~on for  payment 0 1  \entees  rendered h! the depanmentl 
ulrh the department h!: 30 September 2002. 

The  smtractual commttments for ongoin: project5 a\ well as operate, train and rran,fer 
o t  e s w n g  completed  projects not yet transferred wlll recelve  preierence 111 the propct 
dec t lon  proce\s. New projects  are then \elected \ la  the relevant planntng torum\ per 
rrglon o n  the basts of the regtonal allncat~on. whtch IS based on a po\en)-welghted 
fornuid with a rtrong rural focus. The  Mmtster  approbes a11 Drolects earmarhed ior 
tmplementatlon.  before the fundlng 1s formally  defegated to the ;exton\. Al l  depanmen- 
tall) w e d  completed  RDP  projects wlll be subJec1 to transfer 

o n  comtnlttsd and new projects untll local government  mhes m e r  the lmplementatlon 0 1  
Allocx~uns wlll be gazetted by I blarch  2002. Funds wlll be  \pent b? the dep,mment 

ne\\ propxs.  Outer year allocauons are mdicatlw only. 

Project\ are  managed  and  momtored  internally by  DWAF. borne through  contract drl\en 
Butld  Operate. Tram and Transfer  arrangements.  unless the muntctpallt! has a demon- 
strable  cspactty to do 50 Itself. Thls wlll be done ~n accordance of the .tho\e condltlons 
and to allow DWAF  to fulfil 11s role as Regulator. 

The allocatton is Ahown on the Water  Affatrs  and  Forestry vote. .And I\ cla~rl t ied a\ a 
Schedule 6 iindirrrr) transfer ~n terms of the D ~ x l s ~ o n  of Revenue .Act. I t  \hould  thu\ 

transfer.  Once B funds  transfer qrermenr is tn place. the financial w n d e r  w l l  be 
only be noted on munlclpal  budgets  and  recorded ~n the muntclpal a b w  reglrter o n  

Ahown as a Schedule 5 fdirecr) conditlonal  grant on muntcipaltty  budget\ In recugntt!on 
o i  the functlonal  responslbllity of Local Government  with  regxd to the promston o f  
Water Senlee? .Asset transfer  (grant -m -ktndl 

Apprownately 7 . 0  mllllon people  have been prowded  wtth  acce\\ t o  b:wc water wr-  
\Ices to date. 365 projects  completed  and 63 transferred to munlclpalities.  Due to h e r  

1 sllocattons for w m m o n  projects,  only 55 119 tollets  have  been  constructed ~n the pdst 
five !em 

rojected  life On the h a m  of the above conditlons. the department has propowd the ~ d l o u ~ n g  p r ~ .  
gramme 

2002/03 

Inltutc  detallrd plannmp and i i e ~ t p n  for ~pro~ects  pnortrlwd  throuzh Ioc.11 gorernmen 
Cuntlnue  ttnplementatton o f  contractuall\. commmed pro~ects 

p l ~ n n l n g  procehs and local government management arrangement, 
0 Conrlnue to tnltlate and tmplement  planned  and deilgned project,  through e ~ t h t t n z  

DLVAF management  arransements  uhere  there 15 an expliclt agreement ~ l r h  local 

Suppon local gokernment to \tart the process  of  consolidattng and complettnp i%ater 
government.  including  acceptance of operatmg re\ponstbllltle\ 

~ e n ~ c e  deveiopment plan7 as an tnput to  thelr  lnirastructure  In\emnent P r o p m l n e r  
I n d l c ~ e  repontng of allocat~on of funds to munlclp;tl area  down to Categur? C le\el 

0 Develop  wlth DPLG the  lyctem to ensure that tun&  allocated  are  u\cd for the pur- 

Where agreed.  and  subject to the approval o i  DLVAF Dtrector-General. mahe cundl- 
pore\ Intended in the respectlve line iunctron ilreah. 

ttonai grant  to mun~c~pnlitter for  tmplementatton o f  projects 
I DWAF to continue semce proviston  andl or hand m e r  to  other w \ ] c e  pro\lder 
1 \\here local mthonties are unwilling or unable  tc rzhe over .enice\ s e y x m ~ ~ b ~ l t t t c ~  

i 01 already completed  projects Let not transferred 

i 
i 

1 



teason  not  incorporated  in 
,quitable  share 

lapacity  and  preparedness 
If transferring  department 

Zapacity and  preparedness 
If receiving  department 

Pavment  schedule 

Implementation of Water  Service Projects (Capital) 

200314 
Finalise Implementation of contractual  committed  projects 
Continue to mplement (but not to initlate  and  design)  already  planned  projects 
through exlsting DWAF  management  arrangements  where  there IS explicit  agreement 
wrth local Kovemment, including acceptance of operation respons~b~l~t ies  

pnorirised  through local government  planning  process 
Suppon local government to undertake  detalled  planning  and desrgn for projects 

Detinttive allocation of funds to munlcipal  area  down to Category B level. 
Implement and manage wlth DPLG  systems to ensure that funds  allocated  are  used 

DWAF to  contlnue  sen'lce  provrsion a n d  or hand  over to other ierv~ce provlder 
for the  purpose  Intended In the respectlve  minlstnes. 

where local authonttes  are  unwtlllng or unable to take  over ~ \ ~ c e s  rzsponvblltrler 
of  already  completed pro~ecrs not yet transferred 

2004/05 
DWAF role In project  lmplemenration  termmated (ongoing pro~ecrs handed over to 

Ongolng DWAF  support to focus on plannrng  and  techntcal awstancr 
,411 funds  allocated to local pbernment level. except  where  retalned by DW,AF lor 

DWAFr ongolng role In overslght of caprtal Fpendtng programme> to bs agreed by 

DWAF to contlnue w w c e  provision mdi or hand  over to other w \ I c e  provlder 

local management) 

Indicated purpo\e 

the respectlve  mimstnes. 

of already  completed  projects not yet tramferrzd 
where local aurhoritles dre un&llllng or unable to t ~ k r  ober  \er\lce\  mponslbllmrr 

2005106 
DWXF r o l r ~  as rerwce  provlder  terminated. Prolscn not  acceptrd h~ local go\ern- 
ment to be handed  over and managed by rem~ceb provrders  contracted b) DWAF but 
funded and tupervlsed  by  other  appropnate Inst~tut~ons. 

T h ~ s  IS a specltic  saprtal transfer focused on the national pol~cy  pnont) o f  encunng d l  
South Afncans have access to safe water  murces and acceptable \anmtlon ~ y r t e n v  

project  management  frameworks. For the completed  RDP  pro~ects the department has 
For ~mplementat~on vf Water Servlces  PIOJW~S the Department ha5 established  grant and 

estahllshed 3 Nattonal  Transier Task Ts3m. wpported by reglonal tatk teumh to drlve 
the process 

preparedness to accept  transfer.  The  transfer to those  local  government\  ready.  wlillng 
Vmes \ignlficantl?. .Asresment u ~ l l  be carned out to rank dl1 reclpienrs us to their 

and Jble w11l be gven  pnonty. This wlll be done ~n co-operat~on  ulth DPLG and 
SALGX. 

The  payment wrl l  he nude on quarterly bass. In Apnl.  June.  October and January 01 

the  amounts 3s q e e d  In [he  fundr  transfer  agreement  for  each Ypeclric pro~ecUlocal 
authority 1 



Transferring deoartment 

Purpose 

Meawrable outputs 

Condition5 

.Allocation  criteria 

Allocation by province anc 
municioalitv 

Budget on which  transfer 
is shown 

I Past  Derformance 
I Projected  life 
1 

Reason not incorporated i 
equitable  share 

Capacity  and  preparednes 
of  transferring  deDartmen 

Building  for  Sport  and  Recreation  Programme 

Spon & Recreatlon SA (Vote 18) 

Promotion of spon and recreation  within  drsadvantaged  cornmunitles by development of 

manage the facllitles in co-operatton with the local munlclpality.  Employment of com- 
neu and upgrading of exlatlng \pons  facllitm and  empowerment of the communltles to 

t lC\  

munip during  construction and promollon of long  term Jobs assoclated wlth the faclh- 

Job5 created wlthln the shon and  long term imaxlmum local communlty  employ- 

* Number of exlstin_e facllitm upgraded and new facllltles constructed t j0t.  
Value asser\menr of iacrlitres  constructed: 
50 communltler empowered to promote  apon and manage facllltlea: 
.?5 munlcipallties  empowered to build appropnate  $port facllitles and promote \pori 

30cc u t  proJect\ located ulthln government'$ Prrority Areas ( I n  terms o i  Integrated 

ment).  

uithln  drsad\antaged  communmes: 

Su~talnahie Rural De~elopment  Strategy) 

Programme  Management Systedpohcy to he complied wlth. 
Empioyment target5 to he met 
\lunlclpalltle\ are requlred to place the BSRP allocation on  thelr  hudget. 
Jlunlcrpalltle\ are required to operate and tnalntaln the faclllrx\ 
Sumlnahlllr!  planning  for all projects IS requlred. 

Formula bared upon the 1996 census  and 1997 Houaehold wrvey data. .AIlocauon\ 
The . i I Iocatmr .ire made withln  provlnces in  accordance wlth a Poven) Targetlng 

berneen Dl\rnct m d  Local munlclpalitirs are made on the bar~s ot the Intended regtonal 
v x p c  ot the f3clht) And rhu\ LbhIch Juthorn) I \  more appropnare to dexelop m d  m a n -  
r a l n  [he tacrlltle\. .At leart 30% of projects are to be 5Ituated Rt th rn  the go%ernmenr'\ 

urban Lilrad\antaged communme\ Munlcipalltles tdentlfy thelr proposed  project\ In  
Prtont! Areas. The allocatlonF are to prowdr a balance between rural and urbanipen 

term, \af thnr  IDP.5. whlch are  then  pnorltlsed by the provlnclai  depanments ot ,port 
and recreation In h e  wrth pro\lnclal  debelopment  prlontles 

,As faretted.  ulth exemption granted  for  outer-year allocations due to recent tntroduc- 
t m n  oi proyamme. 

.4 \ lmazement  Monltonng Iniormatlon S\ \tern has been Introduced In terms ot \I hlch 
munrltl! periormance monltonng 15 tamed out hy  the province,. o n  the ha\!\  n i  
monthly Inspecrlons and reponlng  provrded h? the munlclpalitier. 

The franr must he reflected on rhe recelrmp munlclpality's  budget. The nrht payment 

and  the  municipalit>.  Thereafter. payments udl occur  monthly on the has]\ oi actual 
wil l be made once the lmplementrng agent agreement has been vgned  het\rern  SRSA 

expenditure 

Flrsr !ear o i  [he programme-majority of proJects  already denttried 

Duration of poveny relref a l locarm and thrrentter  ongolog as pan o f  SRS.A annual 
allocatxm 

4 condltronal gant IS nece\\ar). In order to emure: 
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Integrated  Rural  Development  Programme (IRDP) Management  and  Implementation  Grant 

Transferring  Department 

Purpose 1 To suppon Integrated Susta~nable Rural  Development StruteRy (ISRDS) nodal munlcl- 

Provincial and Local Government (Vote 5) 

-. 
palitles  to  establish ~nstitur~onal systems and nodal delivery teams fur planning. project 
lnltiatlon and ~mplementation of the IRDP. 

Measurable  Outputs Measurable  outputs Include: 

1 nodal munlclpalltler. 
Inst~tut~onal capaclty to plan. manage and ~mplement the ISRD  programme In the 

1 Completed IDPs for the nodes. and 
1 Projects rnmated for implementatloo I n  the nodes In line w ~ t h  IDPx 

Conditions 1 Condlt~uns of :he grant Include: 
Utll~ration on the appointment of nodal deli\ery teams by mun~c~pa l~ t r e s  and  should 

In the iecond  year 12002/0!) boc$ and 40% >hould  be utili$ed for project ~ n ~ t l a t ~ u n  

The  ?rant Thouid be utlllsed  for once-off cap~tal co\ts.  
The grunt bhould be ut~lised  for the formulat~on ut Integrated  Development  Plan, 

The grant rhould c'ober operattonal co\t\  of PIMS-Centres up to rl maurnurn ut RY00 

be ab5orbed Into the munlclpal  structure  beyond the two-year  fundlng  perjod 

rlnd ~ns r~ tu t~ona l  cost? respectivel? 

tiDP\l 

000 

.Allocation  Criteria The grant w11l be dlucated cquall) tu all the 13 rural node\. 
The grsnt wll be dlocated over the t\*o-)ear penod i200111)2 .md 2002/0?). 
The tir\t jear dllocatton WIII he used mostly for ~nst~tut~onrll c w t i  tncludlng appulnt- 
ment of de11i .e~ teams In order to mhll i re  the munmpalitlrs in the nodes. and 

1 The w c m d  beor ~ l loca t~on  w111 be mostly used for prolecr I~ I~ IJ I IO~ cohts 

Budget on nhich tnnsfer I The budget be transferred d~rectl) to Dlstrict munlc~pal~t~es. In  cahes \&here the 
is shown node 13 Ivcated lit the local mutuapality leiel  central Kiroo and Thabu Mofutsan!anal. 

the dlstnct and local munlclpal leaders will dec~de clr agree on the percentage to be 
dlocated to the nodal local munic~pal~r) 

Past Performance 60% of the grant wds utllised for  nodal  delivep iuppon teams' xdanes. capxal c w t \  

dnd operauonal  costs  during the tirst y r a r  i2001/2002), while 40°C ut the grant u3s 
u t ~ l ~ s e d  tor prolecr milation during the first year 12001/02). The  nuniber o f  project, 
~ n ~ t ~ a t e d  15 une hundred dnd twenty ~ W O  i 121 1 of \%hlch 48% dre at mplemrntattun 
stage while 52% are at p lann~ng stage I t  I \  snvlsagsd that the  latter wil l  commencc 
implernentarlon In .April 2001 when tunds .ire made  abollahlr 

Projected Life 

equitahle  share 

Started 1001/02 tDecemher 2001 1 endlng ?OO:/Oi. 

m ~ s t  w ~ r h  the management and Implementanon of the ISRDP. A dedlcated  Departmen- of  transferring  department 
The  Department  has  appo~nted  Independent  Development Trust ( IDTI d\ an qency  to Capacity  and  preparedness 

Spcc~al grant to a w \ t  nodal d ~ s t r ~ e t  munlcipalmr\ tu e w b l l \ h  ~ n s t ~ t u t ~ ~ ~ n a l  i.~p;iclt! In Reason  not  incorporated in 
thew area5 to enahle  them to dehver on the ISRDP. 

tal team respons~blr for the nodes has been apprmed by DPSh and \oms ut the 
nppo~ntments ha\e been etiected 
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h'ansferring  department 

'urpose 

~ ~~ 

deasurable  outputs 

hndi t ions 

illocation criteria 

budget on  which  transfer 
i shown 

'ast performance 

Projected life 

equitable share 
Reason  not  incorporated  in 

of Transferring  Depart- 
Capacity  and  Preparedness 

ment 

I '  

I :  

t 

1 

Infrastructure Improvement 
- Investment rn Khayelitsha Rad Extenslon 

- Barallnk to be funded u n t d  March 2003 
- Investment In Alexandra  Urban  Renewal 

- Wetton Lansdowne  Corndor  -Mabopme  Stat~on the cremon of an ~ntrrmodal 
- ?iewto*n iblandela Bndge) 

iaclhty 

* SubmissLon of a bu\lness plan i n  line wlth the Urban Transpon Act. 1917 and 
natlonal pnontles. The pnontiec  are  planning. research. demon\tratlon project? <In  

I%ues hke transport  authontirs  and  Infrastructure 
0 Successful ~mplementat~on of prev~ously funded prOJeCtS; 

Preferably partly funded by p r o \ ~ n c ~ a l  and local governments. 

The grant I S  allocated to metropolitan and larger  Category  B  munrclpalitles, on rhe b a l s  
3f pnontlrs determined in terms of the  Natlonal Lmd Transport  Tranaltlon Act, 2000 
md the Urban Tranlpon Act. 1977. 

The transfer must be shown as a conditional  grant on municipal budget?. 

Integrated  Land Use And  Land  Transport  Plans 
Plannlng regulations and requlrements  are  currently  being  prepared  and  the  proce\\ 
Jeln: followed  Includes DPLG and  Department of Land AEam to ensure that the I S I U ~ ,  

a i  the Integrated land use IS addressed in a holist~c manner. 

Transport  Planning  Guidelines 
The preparation of guldelines  and  requiremenrs  for  Integrated Transpon  Plans  (ITP) I) 
Selng addressed and it  IS envlsaged that the requlrements wlll be  completed by 3 I 
March 2002. The  ITP  guidelines will be  finalised by June 2002. The  gu~dellnes and 
requlrements  for  Mettopolltan  Current  Public Tramport  Records  iCPTRs) wlll h3ve to 
be revised  and  finalised by June 7002. Thus the piannmg requlrements  and the regula- 
[Ions w ~ l l  be  tinalised  by 31 March 2002. 

Demonstration  Projects 
1. TRANSPORT  AUTHORITIES 

Durban: Funds have been commltted and 11 IS env~saged that the project w ~ l l  he 

Bloemionteln:  This project wdl be tinalised by Yovember 2002 The  buslnes planr 
tinalised by June 1002. 

are being  prepared  and the commltmenr of the  Council and the Provlnce has been 
obtalned. 

2. DIAL-.&-RIDE  tCape Town) 
T h i \  project 15 ongome. 1ioue"rr the cornmltment I \  only tur  the current tinanclal 
\ear 

3. SIODALINK 
Thn I \  a c o n t ~ n u a t ~ o n  o f  prryecr lundlng  provlded in the 700110? tinancia1 year 

4. INFRASTRL'CTURE  IMPROVEhlENT 
0 S ~ H  projects were Inmated Ilke the Khayelitsha R a ~ l  Extension.  Alexandra Urban 

Rcneual. Barallnk. Newtown tklandela Bridge. and the Mabopane Statlon - Inter- 
modal Facility. 

See measurable Inputs for t~meframe\ 

Nationd  poonties Jre determlned annually based on the Natlonai Department  Busmess 
Pl2" 

The  NDOT has the capacity to manage and monltor the business  plans  and  contracts  tor 
the Identltied  projects.  Howeber the wccebsful ~mplementatlon of these  projects  dcpenda 
and 15 influenced by the capacity of the r r c e ~ v ~ n g  authonty. 

~~ 
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Niional  Electrification  Programme 
Transferring  department 

Purpose 

,Minerals and Energy (Vote 29). 

Nauonal Electricity Regulator  to  address the electrification  backlog of permanently 
occupied  res~denrial  dwellings that xe vituated in rural and  proclaimed  urban  areas in 

subsidies to Eskom and municipalities  licensed as electricity  distnbutors by the 
To  implement the National Electrification  Programme  through  providing  capltal 

the furtherance of electnfication in h~stoncally under-supplied  areas 
t 

,Measurable  outputs The number of connecttons  made in relatlon to the capital invested.95 000 household 
connections and 9 schools  based on the  budget allocat~on of R228.013 million to 
licensed mun~c~palities. 

Conditions Distnbutors  who  recelve fundine must  contractuallv undertake tn' 
Accounr for the  allocated Funds separately from  their normal busmeTs 
Pass all benetils denved from the scheme on to end-customers 
Not uril~se the fund for any purpose  other than electnficat~on 

, ~ ~ ~-~~ - 

Adhere to the approved electnfication programme and  agreed  cash How budgets 
Ring-fence  thrlr  electric~ty  accounts (initially supply  accounts) 
Adhere to the  accounting and reporting  requirements of the PFMA and DORA 

distnbutors who. 
.Allocations are made on the basla of  project ~pplications from licensed municipal 

lMeet the requirements. e.g. in terms of documentarion. approved tnntfs. nng-fenced 

Habe the financial. techn~cal and stat€ capobll~tles to distribute  electncit? and to 

Repuliuly pay their bulk supply  account and Jre up-to-date wlth payments  Jgreed t o  

I '  Ulocation criteria 

I 
~ 

I 
I 
I 

accounts 

q a n d  and malntaln the netaork 

a i t h  the bulk supplier 
[ .Apply credit control etfect~vel\. 

I Plannmg ilDPi proceas 
Habe consulted their communme\ In terms ot the  prescnbed  Integrated  DeLelopment 

Allocation hy province and 
municipality 

.?.llocatlons to mun~c~palitie\ wlth valid elecrnc~ty distribuuon  licen\es as gazetted. 

is shoHn 
The grant a111 be ihown a b  J conditional grant on hudgetv of licensed mun ic~pa l~ t~e \  Budget  on which transfer 

iStatirticv gl\en are per calendar !ear for [he municip;ll eiectntication programme Past  performance 
managed by NER) 
Year Number of C m n e c t ~ o n \   C ~ p e x  

1994 I64 5 3 5  
R ' m ~ i i ~ o n  

1995 150 454 
R 559 
R j J l  

1996 137 531 R 446 
I1997 213 768 
j 1998 I36 074 

R 501 
R 393 i 

1999 IW 043 R 385 
~ 2 0 0 0  I33 7 8 0  R 345 I 

Projected  life The Xatlonal Elecrntication P r o p m m r  IS ongotng 3nd planned 11n s ?-year rolling 
basis i n  line w~rh  the .MTEE It alms at problding  universal acce% to basic electncir~ I ~ 

\ervices. Its projected life I S  I O  years vublect to current  backlog and histonc tunding 
levels. 

equitable  share 
Reason not incorporated in 

The  DME rakes full rssponsib~lit? for the administration  and control of the YEP Capacity and preparedness 

Thl\ I \  a ,pec~fic  cap~tal  trmsfer In wppon oi the Nation:~l Electntication  Prrigramme. 

of transferring department I 

2001/02 ypending tn 
December 2001 

fNER-funded propramme:  Transfer5  based on \,entied claims after  campietion ut  

i 

1 dpprobed prOJWt\.i 
R'm~llion 

June R 3 734 I 

, Ju ly  R 3 682 
I 
I 
I 

August 
September 

R 12.ow 
R 12.95X 

October R I3 I20  
November  R Ill 25 I 
December R 21.085 
Total R 86.832 

! 
I 

1 

Further  work by national 
()t transferc I& \ub,ect IO benefiting mun~c~palities \igning a standard  Jgreement t b l t h  department 
Allocar~ons to m u n ~ c ~ p a l ~ t ~ e i  Iinalixd and submmed to National Trea\ur). Disburwnent 

DME. 
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Municipal Capaiity-building and Restructuring  Grants 

Government  provides  a  number of fiscal support  measures to enhance  municipal 
management  and  service  delivery  capacity.  The  thrust of these  transfers is to imple- 
ment  reforms in municipal  development  planning,  budgeting  and  performance  moni- 
toring  systems.  An  additional set of transfers  assists  municipalities to implement 
medium-term  institutional  and  financial  restructuring  programmes  that  reduce fiscal 
stress,  expand  service  delivery  and  improve  the  quality of services  provided. 

A framework to prepare  for  the  consolidation of these  grants  was  gazetted on 3 1 
May 100 1 .  In the  course of the  financial  year,  a  number of additional  funding  chan- 
nels have  been  identified.  and  these  funds  have  been  incorporated  into  the  Municipal 
Systems  Improvement  Programme.  Further  steps  in this  process of consolidation  are 
currently  under  development  and will be published  shortly. 

Local Government Financial Management  Grant (FMG) 1 
Transferring department 

Tu promote and \upport  reforms to munlclpal tinancial management practrcej. lncludlng Purpose 

Natlonal Treasury (Vote 7 )  

thr  moderm\anon of budgeting, tinanclal  management. accounting. monltonng \?\tern, 
111 rnun!cipalltle\ and lmplementatlon a i  the Munlcipal  Finance Cfann, .enient .Act. 

The preparation and implernentxlon of rnultl-yellr budgets meetlnp natlonal  norm\ 

The Jdoptlon of Generally 'Accepted Munlclpal Accounting Practices. 
Impro\ements I n  internal and external reportlng on budget? Jnd tinanclal lntormatlon 

\Ieasurahle outputs Ourput\ lnclude 

m d  ytandards 

Conditions Condltlons include 
The wbmlsslun o f  a Councll rerolutlon  commtttmg to budget  reforms. t o  Jch1eL.e 
multi-ycsr budgeting. lmplementatlon of GAMAP, and improvement to reportlng 

.A Councll commltinent 10 employ dn Jppropnately skllled chlef tinanclal oriicer. 
requirements 

Submlslon oi n checklist Idenufylng cntlcal tinanclal management areas to be 

S u b m l s w n  ot a plan to address shortcomings and to Implement  retorn)\. 
Jddre\aed. 

Allocation criteria Ths Illocatlon o f  funds w ~ l l  he targeted rlt pllot project munlclpallttes In ,111 categories 
cornpnclng 4. E. and C munlcipaltties able to commlt to lmpiementing the tinanclal 
reforms. 

municipality 
Ulocation hy province and Allocn.rmn of the grant for 2007103 between  the vanous reclplent  munlclpalitles wlij he 

gazetted In terns  of both Schedules 5 and 6 of the Dnlslon of Revenue Bill. 3002: 
Schedule 5 contams dlrect  cash  transfers to rnunlclpalltles 
Schedule 6 contams lndlrect grants In klnd. In the form o f  lnternatlonal tinanclal 

~ 

management expemse provided hy  national government and  managed by the DBSA 

Budget on which transfer 
indicauve allocat~ons froln Schedule 5 must be reflected in municipal budgets  Schedule ~ is  shown 

, The F41G w t l l  he shoun JS a sondltlonal grant on the Natlonal Treasun  iote and 

6 dlocations \hould  be noted In municipal budgets. 

Past performance Signlticnnt pro:res\ In 8 pllot munlclpaliues in the last tinanclal year  towJrds Impis- 
rnentlng three->ex budgets and reforming financial management practlcec :I pdot 
munlcipalltie\ are now panlcrpatmg In the programme. 

Projected life Programme t o  contlnue for mtlal ly tive yenrs. with a performance  revlew to he con- 
ducted b! rh t  rhlrd year. Thereafter the grant wlll be phased Into the go\,ernment'\ 
hrodder C J ~ J C I ~ ~  Bulidlng Strategy  but w ~ l l  reman  focuted towards tinanclal manage- I 
mrnt reform .ind rrnplrmentatlon o i  the bhmlcipal Finance  Management Act 

~ Reason not incorporated in Due I I I C  crltlcal need to develop munlcipdl tinanclal capac~ty a\ the iuundauon upon ' 
1 Capacity and preparednes Chwt  Dlrector appointed ro deal  with capacity for tinancial management 
, of transferring department , 

j 

~ 

equitable share uhlch other retorm? can be budt.  _______ 



109 

- Municipal  Systems  Improvement  Programme 
Transferring  department Provlnclal and Local Government (Vote 5 )  

Purpose The purpose of !he grant is to support mun~c~palmes in implementmg new syytems as 
provlded for In the Municipal Systems Act. Municipal  Structures Act and related local 

etFecrrvely. These new systems tnclude  integrated  development planning. performance 
government pohcy and ieglslation so that they  can carry out thew mandated funct~ons 

management, financial management,  communtrv  participation. effectibe admintstration . .  . 1 and eficient j e rv ice  delivery mechanlsms. 
Measurable outputs I -10 PIMS-Centres  established and fully operational  December 2002 and  providing 

technical \upport to munlcipnlittes w i h  the establishment and the Implementation of 
the new ,ystems; 

March 2003 

mategis? for performing detined functlonr. 

2007. 

Revlrwed IDPE  wtfh accompanying key performance  indicator?  and rarpetr by end of 

Renewed IDP\ Inclusive of capaclty  bulldlng mategles and i n s t ~ t u t ~ o n a l   a l ~ p n e n t  

Completed P41S frameicorks by all the selected mumcipal~t~es by end 01  March 

Camprehemlbe  annual  performance  repons by '111 the \elected m u n ~ c ~ p a l ~ t ~ e s .  
Number ot ne\\ r y s t e m  ~n place 111 \elected munlcipalitter. 2nd 
Number oi tramng / ruppon tnterventlons 

Conditions Condmon, Include: 
Each \elected munmpahty m u t  rubmlt d c a p ~ c ~ t ?   d e ~ e k ~ p m e n t  frame\rorh Indlcat- 
In:- 

- hoic iundr are addre\rlng local capacity cm\trLuntb.  
- hob the allocation LLIH be ured for ImproLlng rnunlcipal \ )stern\  md \tructure\ 

Category C muntc~pal~tte\ hhould ~ndlcate ichdt  upport  they ulll p r w ~ d e  to Ioc.~i 

hou fund\ ulll used for ahgntng and I m p r m I n g  dlatnct arid local tnuntstpallt) 
munictpaiitles uithin thzx  a r e x  o i  Jundraion. 

\!\tern\ to detined p ~ n w r s  m d  funcrlonr. 
- h o n  d l  local capacity bulld~ng  Inmitti\cr ,ire ahgned u ~ t h l n  t h ~ \  trameuork. 

\ISIG 15 to be spent. Gu~de l~ne r  penalnmg to the use of the grant ulil he deb'eloped 
by DPLG ulth regard to the dlfferent x e a s  of wpport contalned \bIrhln the grant 

!.lunlclpnitueh that require \ u p p ~ n  i n  the crtabhhment and ~mplemenrar~~m 01 lieu 
municipal ,yctems and wucturer  as p r o ~ ~ d e d  for tn .ypllcable local f[o\ernm?nt 
p011cy rlnd Ieo~rlation: 
Strenfthentni capacity of dlstnct m u n ~ c ~ p a l ~ t ~ e s  t o  provtde wpport to mun!cIp,htle\ 
utthtn thetr areas of ~unsdlction with the er t~bl i \hmenr and implemenlar~on of tneu 

Continued \uppon to selected r n u n ~ c ~ p a l ~ t ~ e s  that part~clpated In the P4lS pt lor  pro- 
>!stem\ more stTectt\ely: 

bfunrcrpnlltie~  authonsed to perform the four  natlonal  iunctlons. 
cramme in the past year; 

Contracts t o  be \Igned between the rele\ant municlpalitles and the DPLG  on how the 

Allocation  Criteria Where PILIS-Cmres are or wtl l  he estabhhed: 

1 ' 
.Allocation hy province  and The :rant wtll he  renected In d~stnct  and local m u n ~ c i p a l ~ ~ ~ e s '  budgets Tr:mrter\ ~ L I I I  he 
municipality etfecred in two trmches 

Monitoring  system Monthly  expmdlrure reports to be suhmlttsd by each  selected mun~cipalit) t o  DPLC 
;I> pro\~drd tor In Dicwon of Revenue Act:. 
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rransferring  department 

'urpose 

vleasurable  outputs 

Ionditions 

4llocation  criteria 

\llocation  by  province  and 
nunicipality 

Monitoring  system 

Budget on  which  transfer 
s shown 

Past performance 

Projected  life 

T t 

Reason not  incorporated ir 
equitable  share 

Capacity  and  preparedness 
of transferring  department 

1 

4- 

Local Government  Restructuring  Grant 

Natlonal Treasury (Vote 7) 
To modernise  large  budget  municipalities  and to make them  more effective and efficient 
Fewlce  delivery  authorities  through assistmg them to restructure  their  organisatlons. 

extent that they offer slgnlficant  benefits to national economlc  stabdity  and  development. 
funcuons  and  fiscal  positions.  National  government w~ll   tuppon municipal  plans to the 

and  subject to negotiatlon with the  National Treasury through  the  prepatanon of a grant 
Outputs of Individual grants are specified by municipalities in thelr  restructunng  plans. 

agreement. 

Funds w ~ l l  be made avalable on the bas s  of a municipality's  commitment to a locally 
owned.  pre-exlstlng  normalizatlon  (budgetary  restructunng)  plan.  Conditlons wlll thus 
be associated wlth the intended  outputs of the munmpality's own restructunng plan. 
rather than funding  specific  prolects.  However,  municipalitles wdl be requlred to d e r  a 
credible  analysls of the reasons  behind thelr decision to restructure and evldence that 
rhelr plan confronts these  challenges. 
The  munmpality must approve this plan as a Councd  Resolution.  The  pnmary condluon 
is that the contlnulng trow of grant funds w ~ l l  depend  upon  the  progresalve Implements- 
tlon of the agreed Restructunng Plan. measured through an agreed  set of locally appro- 
pnate financial lndlcators and institutional mlleatones. In thls  regard.  munlclpalltle\ wi l l  
be requlred to take credlble  steps to collect all revenue\  due to them. 
A manmum of RIO mllllon may be made available to asss t  munlclpalltle\ In prepanng 
sultabie  grant applicatkons. Munlclpahtles must appiy  for wch funding. probldlng  evl- 
dence of an agreed  process and tlmeframe for the development of an appllcmon, and 
commlttmg to exerclslng  tinanclal  dlsclpllne. 

apply ior thls grunt. as the Local Government Suppon y a n t  will a s w  smaller mumil-  
Only munlcipalitlrs wl th  total annual budgets of R300 mllllon or more are  ellglble to 

pahtlea.  The allocation of funding I F  demand-dnven.  wlth  applications being sUbJec1 10 
intensive assesmenti of theu credibility, as outlined In the existing grant dlsbursemenr 
framewrk.  Xpplicatlons to be submitted by I June 2002 and I November 7002. 

New allocations w d l  be published on the Natlonal Treasury  webslte following the 
slgnlng of grant  agreements. 

A management team will be appolnted by the Treasury to assnt wlth  the  technrcal 
evaluarlon o i  applicatmns  and  regular  reports  requlred in terms of the grant  agreements. 

The $rant udl  be ahown as a conditlonal  grant  on the Natlonal Treasury bote. and mu\t  
be retlected on the recelvmg  munlclpalrty's  budget. 

Satlsfactory performance to date in pdot  grant to the  City ot Johannesburg  Metropolltan 
Councll  for the implementatlon o i  IGoli 2002. 
Flve years. dependln: on the outcome of a scheduled  rewew of the grant progamme in 
?003/05. 

- 

The grant suppons implementation of munlclpai  restructuring exercises nececsary to 
avoid financial distress  and any risks to natlonal economlc policy. It wlll be Incorpo- 
rated Into the  equltnble  share  foilowing an assessment  that  Iarse municlpalmes are on a 

J 

i 

i 

sustamable  growth  trqectory. 1 
The grant framework 1s available on the Treasury  webslte Iwww.treahur\i.gov.rai 
documents/other/rgg.pd~  The National  Treasury IS i d l y  prepared for any appllcarion,. 
and a dlrectorare IS dedlcated for thls purpose. 

Y 
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FURTHER EXPLANATORY MEMORANDUM ON 
LOCAL GOVERNMENT  GRANTS 

Three-year allocations 

The  schedules to the  Division of Revenue  Bill, 2002, provide  three-year  allocations 
to  benefiting  municipalities  for  each  grant  programme,  This is due to the  forthcoming 
introduction of three-year  budgeting by  municipalities.  While  the  development  of  a 
three-year  budget  may  not  be  possible for all  municipalities  in  the  next  financial  year, 
efforts  should  be  made  to  ensure  that  the  adoption of these  budgets is made  possible 
in  the  medium  term. All municipalities  should  note  that  allocations  for  the  outer 
years  (the 2003/04 and 200405 financial  years)  are  indicative  only. 

The  information  provided  here is restricted  to  transfers  from  national  government  and 
includes: 
( c ~ i  Information on changes  to  gazetting  formats from  the 2001 Division of Revenue 

Act. 
/ h i  .Monthly reporting and other  requirements of municipal  accounting  officers in 

terms of the  Dit ision of Revenue  Bill. 2002. 
i c ' )  X description of  each  catezory of transfer to municipalities 
i t11 Information  on  individual  grant  programmes.  including the: 

Purpose  and  measurable  objectives of the  grant: 
Conditions of the  grant  (additional  to  what is required in the  Bill): 
Criteria  for  allocation  between  provinces or municipalities; 
Rationale  for  funding  through  a  conditional  grant: 
hlonitoring  mechanisms: 
Past performance: 
The  projected life of the grant:  and 
Capacity  and  preparedness of the  transfemng  department 

Transferring  national  accounting o6cers  responsible  for  the  management  of 
individual  grant  programmes  provide  this  information. In most  instances.  these 
officials  have  further.  more  detailed  operational  procedures for  each  grant 
programme  available on request. 

( e )  Frameworks  governins  allocations for municipal  infrastructure  and  capacity- 
building  respectively. 

The Bill also requires  provincial  governments  to  gazette  allocations from their  own 
budgets to municipalities in much  the  same  manner as national  government  does. 
This should he d o r l r  1 1 0  ltrrrr- t l m  14 April 2002. Read  together  with  the  relevant 
provincial  gazette.  this  appendix  and  associated  schedules  allows  municipalities  to 
identify the full 2stent of transfers  allocated  to  them  for  the  current  national  tinancial 
year. and  the  two  subsequent  ones. 

Furrher o ! / o c ~ ~ l r i o r z , \  r o  mlr~icipcrliries i n  20021'03 

No further  allocations  to local government will be  allowed  unless it  is in terms of the 
National  Adjustments Budget (tabled in October 2002). if any,  as  well  as  any  reallo- 
cation of  funding  between  municipalities. will be  gazetted in November 2002. and 
should  be  included in municipal  budgets  through an adjustments  budget. 

Changes  to gazetting formats from  the 2001 Division of Revenue Act 

Part 5 of Annexure E details a number of policy changes  for  individual  allocations in 
20002103. In addition to this. there  are  three  technical  changes  to  the  manner in  
which information is presented  that  complicates  comparability of information  with 
that  presented in the  past. In all  instances.  historical  figures  presented in the 2001/02 
budget documentation  have  been  adjusted to take  these  shifts  into  account. 
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(1) ’The  equitable  share  allocations to individual  municipalities  are  now  gazetted on the 
basis of the  municipal  financial  year.  This  removes  the  confusion  created in 
2001/02, when  figures  for  both  national  and  municipal  financial years were 
published.  Municipalities  should  thus  use  the  figures  provided in terms  of  the 
Division  of  Revenue  Act, 2002, in  completing  their  revenue  estimates. 

( 2 )  Administrative  costs  incurred by  national or provincial  governments in the 
management of grant  programmes  have  been  excluded  from  total  grant  allocations. 
This  spending  occurs at national  and  provincial  levels,  rather  than  at  the local 
government  level,  and  thus  does  not  constitute a transfer  to  municipalities.  There 
are  five  programmes  affected bv this shift. namelv: 

The  Community  Based Pu*blic Works Progrimme,  whose  allocation  declines 
by RIA,?  million  to R259 million in 2002/03 and 2003/04. The  budget  vote of 
the  Department  of  Public Works remains  unaffected. 
The  Local  Economic  Development  Fund,  whose  allocation  decline by  R3.5 
million  and  R3  million to R99  million  and  R117  million in 2002/03 and 
2003/04 respectively.  The  budget  vote of the Department of Provincial  and 
Local Government  remains  unaffected. 
The  Building for Sports  and  Recreation  Programme,  whose  allocation 
declines by R5,9 million  and  R6.4  million  to R84.1 million  and R I23 million 
in 2002/03 and 2003104 respectively.  The  budget  vote of the  Sports  and 
Recreation  South  Africa  remains  unaffected. 
The Water Services  Capital  Grant.  whose  allocation  declines by R 134 million. 
R103  million  and  R68  million  over  the 1002 MTEF  to  R884  million. R l O l ?  
million  and RS 17  million.  The  budget  vote of the  Department of Water  Affairs 
and  Forestry  remains  unaEected. 
The  Financial  Management  Grant.  whose  allocation  declines by R0.8  million 
to R 154 million in 2002103. The  budget  vote of the  National  Treasury  remains 
unaffected. 
The  Consolidated  Municipal  Infrastructure  Programme  (CMIP),  whose 
allocations to provinces  for  programme  management  and  support  activities 
are  now  listed  as a separate  grant in the  provincial  share. 
The  full  amount of the  Local Government  Support  Grant is transferred  to  the 
provincial  share, as this is a transfer  made  to  provinces, of which a portion  is 
transferred on to  municipalities.  Provinces  will  gazette  allocations  to 
individual  municipalities. 

Provinces  and  departments  will  be  required  to  report on the  use of their  allocations in 
their  annual  reports.  This  report  should  include: 

Actual  transfers  to  individual  municipalities 
Actual  spending by provinces  or  departments on administrative  and  other pro= oramme 

The  cost of professional  consulting  services  procured  for  the  programme;  and 
The extent of municipal  capacity  building  achieved  through  the  allocation. 

overheads 

( 3 )  Grant  programmes  that  provide  both  cash  transfers  and  grants-in-kind  to 
municipalities  are  more  accurately  presented. in schedules 5 and 6 of the  Division 
of Revenue  Bill  respectively. In summary. a grant  programme  that  both  transfers 
cash  and  provides  services to municipalities is divided  between  these  schedules. 
Lvith the  respective  amounts  of  each  transfer  separately  identified to permit  accurate 
revenue  estimation by municipalities.  For  example. The  Financial Mana, oement 
grant  provides R 11 I million in cash  to  municipalities in 2002/03 and R44 million 
in services.  These two windows  add up  to the full allocation of R155  million for the 
programme. 

Reporting  and  other  requirements of municipal  accounting officers in terms of 
the  Division of Revenue Bill, 2002. 

Implications f o r  municipal budgets 

Municipalities  are  required  to  budget  for all  direct  transfers  allocated to them.  These 
transfers  should  be  scored on both  the  revenue  and  expenditure  portions  of  municipal 
budgets.  Indirect  transfers  should be treated  as  “grants-in-kind”.  Information  on  the 
treatment of each  grant  programme in this  regard is included in the  grant  frameworks 



in’the  tables  below.  The  Yuditor-General  will  strictly  enforce  this  requirement,  and 
municipalities  are  thus  requested to utilise  the  information  provided in terms  of  the 
Division  of  Revenue  Bill, 2002, to  complete  their  budgets. 

It should  be  noted  that  the  equitable  share  allocations to individual  municipalities  are 
now  gazetted on the  basis of the  municipal  financial year. This  removes  the  confu- 
sion  created in 2001/02, when  figures  for  both  national  and  municipal  financial  years 
were  published.  Municipalities  should  thus  use  the  figures  provided  in  terms of the 
Division of Revenue  Act, 2002, in completing  their  revenue  estimates. 

Reporting  requirements of municipal  accounting oficers 

( b )  Monthly  reports on the  receipt  and  expenditure of funds  from  each  grant 
programme.  These  reports.  which may include  other  information  specified by 
individual  grant  programmes.  must be forwarded to the  accounting  officer of the 
department  responsible for making  each  transfer, no later  than  the  5th  working of 
day of each  subsequent  month. 

Failure to meet  the  requirements of the  Act  may  result in funds  being  withheld. 

Types of transfers to municipalities 

There  are  three  broad  types of transfers  provided  for in the  Division of Revenue  Bill. 
2002.  These  are  the  Equitable  Share  for  Local  Government  and  related  transfers 
(including  the  Local  Government  Transition  Grant  and  the  now-incorporated  R293 
Personnel  Grant),  conditional  transfers for municipal  infrastructure,  and  conditional 
transfers  for  recurrent  municipal  expenditure  (encompassing  both  transfers  for  capac- 
ity building  programmes  and for municipal  restructuring).  The  purpose.  conditions. 
measurable  outputs.  specific  exemptions  granted  to  programmes  and  associated  mat- 
ters  are detailed for each  transfer  programme in the  tables  below.  Allocations to each 
benefiting  municipality  are listed in the  associated  schedule. 

The Local Government Equitable Share 

The  allocations  to  municipalities  from  the  Equitable  Share  are  made  for  the  financial 
year of municipalities,  which  runs  from 1 July to 30 June,  as  opposed to the  national 
government  financial  year.  which  runs  from 1 April  to 31 March.  Municipalities 
should  budget  for  these  allocations on the  basis of their  financial  year ( 1  July to 30 
June).  However, it should  therefore be noted  that  the  total  allocation in the  schedules 
does not match  the  amount  appropriated for the equitable  share on rhe vote of the 
Department of Provincial  and  Local  Government. 

The  R293  Personnel  Grant  has  been  incovorated  into  the  Equitable  Share  for  bud- 
getary  purposes.  although  the  allocations to benefiting  municipalities  will  continue to 
be honoured in terms of existing  agreements. 

Infrastructure  Transfers  to  Municipalities 

Section 11 of  the  Act  requires  that  infrastructure  transfers to municipalities  are  made 
in terms of a  framework.  This  framework is accordingly  published.  and  applied to 
the  Consolidated  Municipal  Infrastructure  Programme  (CMIP),  the  Implementation of 
Water Services  Project  (Capital)  Programme,  the  Local  Economic  Development 
Fund.  the  Building for Sports  and  Recreation  Programme  and  the  Community  Based 
Public  Works  Programme. 

Other  programmes not included in the  framework  but  pazetted  here  are  the  Urban 
Transport Fund. and  National  Electrification  Programme. 
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Recurrent Trar .$e,s to Municipalities 

Section 13 of the  Act  requires  that  capacity-building  transfers to municipalities  are 
made in terms of a framework. This framework is accordingly  published. 

Allocations to municipalities in  terms of section 7 of the Division of Revenue 
Act, 2001 

1. The  allocations to municipalities as required by sections 5 and 7 of the  Act  are 
attached  in  Schedules 2 .5  and 6 of the  Division of Revenue Bill, 2002.  Allocations 
by municipality  for  each  programme  are  available  and  will  be  gazetted on approval 
of the Bill 

7,. The  frameworks  for  individual  grant  programmes  are  set  out  below. 

c 
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INTERIM  FRAMEWORK  FOR 
MUNICIPAL INFRASTRUCTURE 

ALLOCATIONS 
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Interim  Framework  for  Municipal  Infrastructure 
Allocations  in  terms  of  section 11 of the Division of 

Revenue  Bill, 2002 

Definitions 

"e-risting commirmenr" means a formal  written  commitment  between a national 
transferring  officer  and  a  municipality  for  the  construction or funding of a  specific 
infrastructure  project,  and is  already  approved in terms of an  existing  grant  frame- 
work 

Purpose of  these regulations 

1. The  purpose of these  regulations is to: 
(a)  align  grant  programmes for their  consolidation in the 2003/03 financial  year: 
(b)  ensure  that  allocations  are  made on a  three  year  basis 
( c i  ensure  the  criteria for the allocation of funding is transparent 
( t l )  protect  existing  commitments  to  municipalities 
( r )  ensure  that poor households  benefit  from  infrastructure  allocations 
( j j  clarify  the  objectives o f  municipal  infrastructure  investment 

2. No national  accounting officer may  design  a  grant  framework or make  an  allocation 
to a  municipality for  infrastructure  investment that does  not  comply  with  the 
provisions of these  regulations. 

Provisions governing all allocations for municipal infrastructure 

3. National  accounting  otlicers  must  submit to the  National  Treasury  by 15  may 2002 
a list of existing  commitments to municipalities in a  prescribed  format that 
identifies: 
(a )  the  municipality  that will own  and  maintain  the  asset on its  asset  register:  and 
(b )  the  year in which expenditure on such a commitment will be  incurred. 

provided  that  such  expenditure will occur  before  the  end of the 200310.1 
financial  year. 

4. No new  commitments may be made to a municipality by any accounting officer 
unless  the  concurrence of the National  Treasury  has  been  obtained. 

5 .  No funds  may  be  transferred to a  municipality  unless  that  municipality  has  certitied 
that  the  funds  will  be used: 
( a )  to provide  a  basic level of service  to  poor  households, in a  manner  that  ensures 

that no household will receive a total  benefit  greater  than R7000 directly  from 
these  funds; 

( b )  install or rehabilitate  municipal  infrastructure  whose fu l l  value will be 
reflected in the  asset  register of that municipality in accordance  with  generally 
accepted  municipal  accounting  practices. 

Measurable outputs 

6. X transferring officer must submit to the  National  Treasury by 15 May 2002 the 
number of households to be  served by each  existing  commitment in this  financial 
year  and  for  the 7002i03 and 2003/03 financial  years. 

Donor agreements 

7. Transferring officers must  submit  information on all agreements  with  donor 
agencies  that  are  likely  to be  affected by the  consolidation of municipal 
infrastructure  allocations  to  the  National  Treasury by 15 May 2002 in  a  format  that: 
( L I I  identifies  each  relevant  donor  agency  and  agreement 
( b ,  identifies  the  amount of funding  involved.  the  length of the  agreement  and its 

allocation  between  municipal  or  provincial  jurisdictions; 
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(c )  identifie;  the total amount of  public  resources  that are tied  to  this  agreement 

(d) provides  details of the  conditions of the  agreement; 
(e) Provides  details of how  and  when such  funds  are  likely to be  affected  by  the 

consolidation of infrastructure  allocations;  and 
(f) Assesses  the  possibilities  for  the  renegotiation of such  an  agreement 

from  the  programme  concerned; 

Alterations  to  municipal  allocations 

8. No allocation  to  a  municipality  for  the 2001/02 financial  year  may  be  altered 
without  the  written  approval of the  National  Treasury,  and  unless  such  an  alteration 
has  been  gazetted. 

Application of these  regulations 

9. These  regulations  apply to the  Consolidated  Municipal  Infrastructure  Programme 
(CMIP).  the  Implementation of Water  Services  Project  (Capital)  Programme,  the 
Local  Economic  Development  Fund,  the  Community  Based  Public  Works 
Programme,  and  the  Building  for Sports and  Recreation  Programme. 
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INTERIM  FRAMEWORK FOR 
MUNICIPAL CAPACITY BUILDING 

ALLOCATIONS 
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Interim  Framework  for  Municipal  Capacity  Build- 
ing  Allocations  in  terms of Section 13 of the  Division 

of Revenue Bill, 2002 
Definitions 

1. In  this  schedule a word or phrase  to  which a meaning  has  been  assigned in the 
Division of Revenue  Act, 2002, has  that  meaning,  unless  otherwise  indicated - 

‘Capacity  building’  refers  to  programmes or projects  that  strengthen  the  adminis- 
trative,  financial,  institutional,  human,  infrastructure  and  community  capacity of a 
municipality.  in  order  for a municipality to be able  to fulfil its  constitutional  duties 
as  set  out in section 152 of the  Constitution. 

Purpose of these  interim  regulations 

2.  The  purpose of these  regulations is to: 
(a )  Prepare  for  the  alignment of capacity  building  programmes  during  the 

2003/04 financial  year  for  consolidation  into a single  grant by 2005iU6 
financial  year: 

f b)  Identify  and  protect  existing  commitments  to  municipalities; 
(c) Ensure  that  allocations  are  made on a three-year  basis: 
i d )  Ensure  the  criteria  for  the  allocations  of  funding is transparent; 
(e)  Support  municipalities in their  performance of their  powers  and  exercising of 

their  functions  through  the  development  of  the  following  set of skills: 
(i)  Budget  and  Financial  Management Skills: 

iii)  Strategic  Management  and  Planning  Skills; 
(iii)  Technical  Service  Delivery Shlls. 

3. National  and  provincial  accounting  officer  may not make  an  allocation  to a 
municipality  that  does not comply  wit  the  provisions of this  framework. 

Provision  governing all allocations  for  municipal  capacity  building 

4. National  and  provincial  accounting officers must  submit to the  national  accounting 
officer responsible  for  local  government by 31 May 2002 a list of existing 
commitments  to  municipalities for capacity  building in a format  that  identifies: 
f a )  The  municipality  that will benefit  from  such  an  allocation.  or  transfer.  whether 

( 6 ,  The  purpose of such an allocation: 
(c) The  intended  outputs  and  outcomes of such a grant: 
( d l  The  criteria  used for such  an  allocation: 
( e )  Monitoring  mechanisms in place  for  such  and  allocation:  and 
If) The  year in which  expenditure on such  an  allocation  will  be  incurred. 

in cash or in kind: 

5 .  No new  grants  will  be  introduced  over  the 1002 MTEF  period. 

6. Existing  commitments of departments will be honoured  over  the 2002 MTEF 
period. 

7. The  national  and  provincial  accounting officers must  adhere to the  following 
programme  of  phasing in capacity  building  grants  into a single  capacity  building 
grant  by 2005/06: 
( a )  2002/03 - Phase  one.  alignment of capacity  building  programmes; 
(b )  7003/04 - Phase  two.  Department of Provincial  and  Local  Government 

( c )  2004/05 - Phase three. other  line  departments’  capacity  building  grants: 
(dj 2005106 - Phase  four  (final  phase) - incorporating  all  other  capacity 

capacity  building  grants: 

building  grants. 
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8. 

9. 

10. 

Municipalities  must  submit  capacity  building  plans  to  the  national  accounting 
officer responsible  for  local  government by 1 October  2002.  These  plans  should 
indicate: 
(a) the  type of capacity  building  that  is  required; 
(b) the  intended  outputs  and  outcomes  of  such  capacity  building; 
(c) the  year  in  which  the  funding  is  required. 

Each  grant  programme  manager  must  commission  an  independent  assessment of 
the  relevant  grants  by  30  June  2002  that  provides  both  a  management  audit  and  an 
output  audit of the  expenditure  over  the  past  three  years,  or  the  life of the  grant, 
whichever  is  the  shorter. 

The  assessment  should  cover  the  following: 
(a) Funding  provided  per  financial  year up to  the  end of the  2001/02  financial 

(b) The purpose of the  funding;  and 
(c) The  outputs  and  outcomes  of  the  programmes. 

year; 

Institutional Mechanisms to ensure the Implementation of the Framework 

11. The  National  Steering  Committee  for  Capacity  Building,  chaired  by  the  Depart- 
ment of Provincial  and  Local  Government,  will  be  tasked  with  the  responsibility of 
ensuring  the  finalisation  and  ongoing  implementation of the  framework  for  a  single 
capacity  building  grant by  2005106.  The  Steering  Committee  will  consist of the 
departments of Water  Affairs  and  Forestry,  Minerals  and  Energy  Affairs,  Public 
Works,  Sports  and  Recreation,  Housing,  National  Treasury  and  SALGA 

Measurable  outcomes 

12.  A  national  set of indicators  will  be  developed  that  will  assist  the  Department of 
Provincial  and  Local  Government  in  monitoring  the  impact of capacity  building 
spending  and  will  be  part of the  single  reporting  and  monitoring  framework  for  the 
grant.  These  indictors  will  be  developed  according to the  following  timeframe: 
(a) The  accounting  officer  responsible  for  local  government  must  submit a 

request on 15 March  2002  to  all  accounting  officers  for  draft  indicators; 
(b)  All  accounting  officers  must  submit  draft  indicators  by 30 April  2002  to  the 

accounting  officer  responsible  for  local  government; 
(c) The  National  Steering  Committee  must  approve  these  indicators  by 30 June 

2002. 

13.  As  from 1 April  2003,  all  accounting officers must  report  on  these  indictors  on  a 
quarterly  basis to the  accounting officer responsible  for  local  government. 

Donor  agreements 

14.  Transfemng  national  officers  must  submit  to  the  national  accounting officer 
responsible  for  local  government  by  the 3 1  May  2002  details of donor  funds  which 
have  been  secured  and  which  are  aimed  at  capacity  building,  in  a  format that- 
(a) Identifies  each  relevant  donor  agency; 
(b) Identifies  the  amount of funding  involved,  the  length of the  agreement  and  its 

(c) Identifies  the  total  amount  of  public  resources  that  are  tied to this agreement 

(d) Provides  details of the  purpose  and  conditions of the  agreement; 
( e )  Provides  details of the  proposed  outputs  and  outcomes of the  funding;  and 
(j) Assesses  the  possibilities  for  the  renegotiation of such  an  agreement. 

allocation  between  municipal  or  provincial  jurisdictions; 

from  the  programme  concerned; 

Application of this framework 

15. This  framework  applies  to- 
(a) the  Local  Government  Support  Grant,  Municipal  Systems  Improvement 

Programme  Grant,  the  Financial  Management  Grant,  and  the  Local  Govern- 
ment  Transition  Fund  Grant. 
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(b)  the  capacity  building  components of the  Consolidated  Municipal  Infrastruc- 
ture  Programme,  the  Community  Water  and  Sanitation  Services  Programme, 
the  Community  Based  Public  Works  Programme  and  the  Housing 
Programme. 

( c )  any  transfer of funds,  resources  or  grants-in-kind  for  capacity  building  from 
the  budget  vote of a national  or  provincial  department  that  is  not  listed  in  this 
Act. 


