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BILL 
To provide  for  the  equitable  division of revenue  anticipated  to  be  raised  nationally 
among  the  national,  provincial  and  local  spheres of government  for  the 2003/2004 
financial  year  and  the  reporting  requirements  for  allocations  pursuant  to  such 
division;  to  permit  the  withholding  and  the  delaying of payments  in  certain 
circumstances;  to  provide  for  liability  for  costs  incurred  in  litigation  in  violation of 
the  principles of co-operative  governance  and  intergovernmental  relations;  to 
regulate  the  adoption of local  government  budgets;  and  to  provide  for  matters 
connected  therewith. 

PREAMBLE 

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

(a) the equitable  division of revenue  raised nationally among the national, 
provincial  and  local  spheres of government; 

(b)  the  determination of each province’s equitable share of the  provincial share of 
that revenue; and 

(c )  any other  allocations to provinces,  local  government or municipalities from 
the  national  government’s share of that  revenue,  and any conditions on which 
those  allocations  may  be  made; 

E IT  THEREFORE  ENACTED by the  Parliament of the Republic of South  Africa, B as follows:- 

Definitions 

1. In t h s  Act,  unless  the  context  indicates  otherwise, a word to which a meaning  has 
been assigned in the  Public Finance Management  Act,  1999 bears  the  same meaning, 5 
and- 

(i) “accredited  bank  account” means- 
(a) in respect of a province,  the  primary  bank  account of the  provincial 

Revenue  Fund,  which  the  head official of the  provincial  treasury has 
certified to the  National  Treasury  as  the bank account into which 10 
allocations  in  terms of this Act  must  be  deposited; and 

(b)  in  respect of a municipality,  the  primary bank account of a municipality, 
which the  municipal  manager  has  certified to the  national  accounting 
officer responsible for local  government as the bank account into which 
allocations  in  terms of this  Act  must  be  deposited;  15 

(ii) “Director-General” means  the  Director-General of the  National  Treasury; 
(iii) “head official of the  provincial  treasury”  means the head of the  provincial 

(iv) “Intergovernmental  Fiscal  Relations  Act” means  the  Intergovernmental 

(v)  “municipality” means a municipality  established  in  terms of the Municipal 

(vi) “municipal  accounting  officer” means  the  municipal  manager of a 

(vii) “Municipal  Structures  Act” means the  Local Government:  Municipal 25 

department  responsible for financial matters in the  province; 

Fiscal  Relations  Act, 1997 (Act No. 97 of 1997); 20 

Structures  Act; 

municipality; 

Structures Act, 1998 (Act No. 117 of 1998); 
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(viii) ‘“micipal Systems Act” means  the  Local  Government:  Municipal  Systems 
Act, 2000 (Act No. 32 of 2000) 

(ix) “next financial year” means  the financial year  commencing on 1 April 2004 
and ending on 3 1 March 2005; 

(x) “payment  schedule” means an instalment  schedule  which sets out- 5 
(a) the  amount of each  instalment of  an equitable  share or any other 

allocation to be  transferred to a province or municipality for the financial 
year: 

(b)  the  date on which each  such  instalment must be paid;  and 
(c) to whom, and to which accredited bank account,  each  such  instalment  10 

must be paid; 
(xi) “prescribe” means  prescribe by regulation in terms of section 33 ; 

(xii) “Public  Finance Management Act” means the Public  Finance  Management 

(xiii) “receiving officer” means- 15 
Act, 1999  (Act No. 1 of 1999); 

(a) in respect of a Schedule 4 allocation transferred to a province,  the head 
official of a provincial treasury: 

(b) in respect of a Schedule 5 allocation  transferred to a  province.  the 
accounting officer of a  provincial  department  which receives such 
allocation; or 20 

( c )  in respect of a Schedule 6 and 6A allocation transferred to a municipality, 
the municipal  accounting officer of that municipality; 

(xiv) “transferring national officer” means  the  accounting officer responsible  for 
a national  department  which  transfers to a province or municipality  a 
Schedule 5, 6 or 6A allocation. but  excludes the accounting officer of the 25 
National  Treasury in respect of an allocation listed in those Schedules and 
which is on the vote of the National Treasury: and 

(xv) “transferring provincial officer” means  the  accounting officer responsible 
for a provincial  department  which  receives a Schedule 4, 6 or 6A  allocation 
for  the  purpose of transfemng it to a municipality in the relevant  province. 30 

PART I 

OBJECTS OF ACT 

Promoting co-operative governance  in  intergovernmental  budgeting 

2. The objects of this Act are to- 
(a) provide for  the equitable division of revenue raised nationally among the  three 35 

spheres of government; 
(b) promote  co-operative  governance  and  principles of intergovernmental  rela- 

tions on budgetary  matters; 
(c) promote better co-ordination  between policy, planning, budget  preparation 

and execution  processes; 40 
(d)  promote  predictability and certainty in respect of all allocations to provincial 

and local governments  in order that such  governments may plan  their  budgets 
over a multi-year period; 

(e) promote  transparency  and  equity in all allocations,  including  in  respect of the 
criteria for their  division; 45 u) promote  accountability  for  the  use of public  resources by ensuring that all 
transfers are reflected on the budgets of benefiting provincial and local 
governments; and 

(g )  ensure that legal  proceedings between organs of state of the  three  spheres of 
government are avoided. 50 
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PART I1 

EQUITABLE  SHARE  ALLOCATIONS 

Equitable division of revenue anticipated to be raised nationally among spheres of 
government 

3. ( 1 )  Revenue  anticipated to be raised nationally in respect of the financial year is 5 
divided among the national, provincial and local spheres of government  for their 
equitable  share  as  set out in Column  A of Schedule 1. 

( 2 )  An envisaged division of revenue anticipated to be raised for  the next financial 
year and the 2005/2006 financial year, and which is subject to the  provisions of the 
annual Division of Revenue Act in respect of those financial years, is set  out in Column 10 
B of Schedule 1 .  

( 3 ,  Despite subsection (2). the Minister ma). in respect of the next financial year and 
until the commencement of the annual Division of Revenue Act for  that financial year. 
determine that an amount not exceeding 45 per cent of the envisaged  division  for the 
next financial year. be transferred as a direct charge against the National  Revenue Fund 15 
to each  proyince and to a municipality contemplated in section 5(  1 ). 

Equitable division of provincial  share  among  provinces 

4. ( 1  j Each province’s  equitable  share of the provincial share of revenue  anticipated 
to be raised nationally in respect of the financial year is set out in Column  A of Schedule 
-. 20 

( 2 ,  An envisaged division for each province of revenue  anticipated to be raised 
nationall!,  in respect of the next financial year and the 2005/2006 financial year, and 
nhich is subject to the  provisions of the annual Division of Revenue Act for those 
financial years. is set out in Column B of Schedule 2 .  

transferred to the province in instalments in accordance with a  payment  schedule 
determined by the National Treasury. after consultation with the  head officials of the 
provincial treasuries. 
(4) Despite subsection (3). the Xational Treasury may.  on such conditions as it may 

determine.  advance  funds to a  province in respect of its equitable share contemplated in 30 
subsection ( 1  j .  which  have not yet fallen due for transfer in accordance  with  a  payment 
schedule referred to in subsection ( 3 )  in respect of that province. 

i 5 !  Tne advances  contemplated in subsection (4) must be set-off against  transfers to 
the province which would otherwise become due  in  terms of that payment schedule. 

7 

(3) Each province’s  equitable  share Contemplated in subsection (1) must be 25 

Equitable share for local  government 35 

5. ( I  ) Each municipality’s equitable share of the local government  share of revenue 
anticipated to be raised nationall!, in respect of the financial year is set out in Column  A 
of Schedule 3. 

( 2  J An envisaged division for each municipality of revenue  anticipated to be raised 
nationally in respect of tne next financial and the 200512006 financial year, and which is 40 
subject to the provisions of the annual Division of Revenue Act for those financial years. 
is set out in Column B of Schedule 3. 

(3) Each municipality‘s  equitable  share  contemplated in subsection ( I )  must be 
transferred to the  municipality in quarterly instalments in accordance  with  a  payment 
schedule within the first three weeks of May, August,  November and February. 45 

(4) Despite  subseetion (3), the national  accounting officer responsible for local 
government may, in consultation with the National Treasury, and on such conditions  as 
he or she may determine,  advance  funds to a municipality in respect of its  equitable 
share  contemplated in subsection (1). which have not fallen due for transfer in 
accordance with a  payment  schedule referred to in subsection (3) in respect of that 50 
municipality. 

( 5 )  The advances  contemplated in subsection (4) must be set-off against  transfers to 
the municipality  which would otherwise  become  due in terms of that payment schedule. 

(6) Despite  subsection (3), the National Treasury may, after  consultation with the 
national accounting officer responsible for local government,  delay or withhold the 55 
transfer of  an instalment on the grounds of a  municipality’s  serious or persistent  material 
breach of uniform treasury norms and standards. 
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(7) Such  uniform treasury norms and standards  include a requirement that a 
municipality must- 

submit to the Auditor-General, not later than 30 September 2003, financial 
statements in respect of the 2002/2003 financial year, and  submit to the 
Auditor-General, not later than 30 April 2003, outstanding financial state- 
ments in respect of the financial years preceding the 2002/2003 financial year; 
submit to the National Treasury, the relevant  provincial treasury and  the 
provincial department  responsible for local government, not later than 30 June 
2003, its  budget  for the financial year and such  other  budgetary  information 
required by the National Treasury, including, but not limited to. information 
on the nature  and extent of basic services, including  free basic services, to be 
provided by that municipality; 
submit to the National Treasury, the national accounting officer responsible 
for local government and the provincial department  responsible for local 
government, not later than 10 days  after the end of each quarter. information 
on the  implementation of the budget. including. but not limited to. information 
on actual revenue  collected. actual total spending on water. electricity.  refuse 
removal. municipal infrastructure and free basic services: and 
eo-operate on financial and fiscal matters with other  municipalities within the 
district in which it is located in order to ensure effective and efficient spending 
for purposes of sustainable delivery of municipal  services in that municipal 
district. 

Shortfalls and excess revenue 

6. ( 11 If actual revenue raised nationally in respect of the financial year falls short of 
the anticipated revenue 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 of the 
anticipated revenue set out in Schedule 1, the excess  accrues to the national  government 
and forms  part of its  equitable  share. 

( 3 )  Despite subsection ( 2 ) ,  the national government may, by means of  an adjustments 
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 local  spheres of government  from  its  equitable  share of nationally raised 
revenue. 

PART 111 

OTHER ALLOCATIONS TO PROVINCES  AND  MUNICIPALITIES 

Other allocations to provinces  and  municipalities  from national  government 

7. i 1 ) Other  allocations to provinces from the  national government’s share of revenue 
anticipated to be raised nationally are set out in Column  A of the following  Schedules: 

( n i  Schedule 4 contains  allocations to provinces for general and nationally 

I D )  Schedule 5 contains specific-purpose allocations to provinces: 
f c )  Schedule 7 contains indirect and special allocations to provinces. 

assigned  functions: 

5 

10 

15 

20 

25 

30 

35 

40 

(1) An envisaged  division of anticipated allocations to provinces  for  the next financial 
year and the 2005/2006 financial year, and which is subject to the  annual  Division of 45 
Revenue Act for  those years is set out in Column B of the Schedules  referred to in 
subsection (1). 

13) Despite subsection ( 2 ) .  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 envisaged  division of the  allocation for the next 50 
financial year be transferred to a province as a  direct  charge  against the National 
Revenue Fund. 

(4) Other  allocations to local government from  the  national  government’s  share of 
revenue  anticipated to be raised nationally are set out  in  Column A of the  following 
Schedules: 55 

( a )  Schedule 6 and 6A: contain specific-purpose allocations to local  government; 
and 
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(b)  Schedule  7A: contains  allocations-in-kind to municipalities for designated 

(5) An envisaged  division of anticipated  allocations to local government  for  the next 
financial year and  the  2005/2006 financial year, and which is subject to the annual 
Division of Revenue Act for those  years is set  out in Column B of the Schedules referred 5 
to in subsection (4). 

(6)  The Minister  must, not later than 30 April 2003, publish in the Gazelle, the  share 
of a  municipality  in  respect of the local government  allocations referred to in 
subsections (4) and ( 5 ) ,  unless  such  share was published on the date on which the annual 
budget is tabled  in the National Assembly. 10 

(7) Despite  subsection ( 3 ,  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 envisaged division of the  allocation for the next 
financial year be transferred to a municipality as  a  direct  charge  against the National 
Revenue Fund. 15 

special  programmes. 

Transfers to  entities 

8. (1) An organ of state  in  the  national or provincial  sphere of government may only 
provide  funds for a  municipal  service to the relevant municipality directly. 

( 2 )  A  public  entity that provides a municipal  service on behalf of a municipality, must, 
not later than 30  June  2003  or such other  date determined by the National Treasury, 20 
certify to the  National  Treasury that it complies as an external  mechanism as 
contemplated  in Chapter 8 of the  Municipal  Systems Act. 

(3) A  public  entity that provides  a municipal service on behalf of a  municipality must 
report, on a  monthly  basis, to that municipality and such organ of state responsible  for 
the  transfer of such funds, the  amount  spent on such transferred funds. 25 

Transfers  not listed in Schedules 

9. An allocation not listed  in the Schedules referred to in section 7 may  only  be  made 
in terms of section 6 (3) and must comply with such  monitoring and reporting 
requirements  as may be  determined by the  National Treasury. 

Provincial infrastructure allocation 30 

10. A provincial  treasury  must, in respect of  an allocation  for  provincial  infrastructure 
listed in  Schedule 4, submit to the National Treasury, not later  than 30 April 2003, and 
in the format  determined by the National Treasury. a  plan on proposed  spending  for the 
financial year, the next  financial year and the  2005/2006 financial year. 

Municipal infrastructure allocations 35 

11. (1 )  Allocations for addressing backlogs in basic municipal  infrastructure 
development and the  carrying out of municipal services are set out in Schedule 6A. 

( 2 )  Any allocation  contemplated in subsection (1 )  which is intended, entirely or in 
part, for the installation,  maintenance or rehabilitation of municipal  infrastructure. 
must- 40 

(a) only be transferred in terms of a policy framework  approved by the Minister; 
lb) be accompanied by an indication of the recommended amounts of a  similar 

allocation for the next financial year and the  2005/2006  financial year, unless 
the  National  Treasury  grants exemption from  compliance  with this require- 
ment: and 45 

( e )  be  in  accordance  with  a  distribution  formula  approved by the National 
Treasury. 



Transfer of assets to municipalities 

12. (1) A  transferring  national officer or a  transferring  provincial officer may not make 
any  commitment to a municipality, of assets or any other financial resource,  including an 
allocation-in-kind or the future transfer of an asset, intended,  entirely or in part, for the 
construction,  installation,  maintenance or rehabilitation of municipal  infrastructure 5 
without- 

(a )  that municipality’s confirmation that it will take transfer of such asset for 

(b)  a realistic  estimate of the future value of the asset and  potential liability, 
operating  purposes; 

including a reflection on the budget of the benefiting municipality of the 10 
associated  operating  costs; and 

responsible for local government. 
(c )  the approval of the municipal council and the national  accounting officer 

( 2 )  The transferring national officer or the transferring  provincial officer, as the case 
may be, must, on such periods as may be determined by the National  Treasury, report to 15 
the National Treasury on the actual transfers effected in respect of the allocations 
contemplated in subsection ( 1). 

Municipal capacity building allocations 

13. (1) Any transfer of an allocation,  other  than an allocation on the vote of the 
National Treasury, aimed at developing and improving  municipal  systems and the 20 
capacity of municipalities to perform  functions  assigned to them, may only be made in 
terms of a framework  determined by the national accounting officer responsible for local 
government. in consultation with the  Director-General. 

( 2 )  The framework  contemplated in subsection (1) must take into account  intergrated 
planning,  performance  management, financial management,  budgeting  and  spatial 25 
planning considerations. and the need to ensure that the  capacity of a municipality is in 
fact developed. 

(3) The transferring national or provincial officer responsible for a municipal  capacity 
building  allocation must, in the annual report of the department,  indicate the extent to 
which  the  capacity of any municipality was improved by that allocation  and the extent 30 
to which such  allocation was spent on any other body providing  assistance to a 
municipality. 

PART  IV 

DUTIES OF ACCOUNTING  OFFICERS  AND TREASURIES 

Duties of transferring national  officer 35 

14. (1) A transferring national officer must, not later than 14 days  after  this Act takes 

(a) allocation  frameworks.  conditions and monitoring  provisions  are  reasonable 
and do not  impose an undue  administrative burden on benefiting provincial 
and local governments: 40 

(b)  funds will  only be transferred after information required in  terms of this Act 
has been provided: 

( c )  funds will  only be deposited into an accredited bank account of a province or 
municipality; and 

(d)  all other  arrangements or requirements  necessary for the transfer of  an 45 
allocation have been complied with. 

effect, certify to the  National Treasury that- 

( 2 )  A transferring  national officer who has not complied  with  subsection ( 1 )  must, 
unless the National  Treasury  has directed otherwise,  transfer  such funds in terms of a 
mechanism  determined by the National Treasury. 

officer must, in respect of any allocation, as part of the  report  contemplated in section 
40(4)(c) of the  Public  Finance  Management Act, not later than 20 days after the  end of 
each  month, and in the format determined by the National  Treasury,  submit to the 
National  Treasury  and  the relevant executive authority, information for the month 
reported on and for the financial year up to the end of that month, on- 55 

(3) Despite  anything to the contrary  contained in any law, a  transferring  national 50 

(a) the amount of funds transferred to a province or municipality; 
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(b)  the  amount of funds  delayed or withheld from any province or municipality 

(c) the actual expenditure incurred by the province or municipality;  and 
(dl such other issues as the  National  Treasury may determine. 

and the reasons for such delay or withholding; 

Duties of transferring provincial  officer 

15. A transfemng provincial officer must.  as part of the report contemplated  in section 
40(4)(c) of the Public  Finance  Management  Act. and in respect of any  allocation to be 
transferred to municipalities, within 1.5 days  after the end of each  month and in the 
format  determined by the  National Treasury. submit to the national  transferring officer, 
the relevant treasury and executive authority responsible for  that department, 
information on- 

(a)  the  amount of funds transferred to a municipality in the month  reported on and 

Ib) the  amount of funds delayed or withheld from any municipality  in the month 

( r )  actual expenditure incurred in respect of that allocation;  and 
(d )  such other  issues  as the National Treasury may determine. 

for  the  finanical  year up  to the  end of that month: 

reported on; 

Duties of receiving  officer 

16. (1 1 The relevant  receiving  officer  must, in respect of an allocation to be  transferred 

(ul a  province,  and  as  part of the  report  contemplated  in  section 40(4)(c) of the 
Public  Finance  Management Act. within 15 days  after the end of each  month, 
submit a report to the  relevant provincial treasury, the  relevant  provincial 
executive  authority  and  the transfemng national officer; and 

Ib) a  municipality, within 10 days  after the end of each month,  submit  a report to 
the relevant  transferring national or provincial officer. 

( 2 )  The  reports  contemplated  in  subsection (1 ) must set out for that  month and for the 

(a )  the amount  received by the province or municipality, as the  case may be; 
( b )  the  amount of funds  delayed or withheld from  the  province or municipality, as 

I C )  the actual expenditure by the province or municipality, as the  case may be, in 

(d)  the  extent of compliance  with the conditions of an allocation  and with this Act; 
( e  J an explanation for any material  problems  experienced or variations effected 

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 the effect of such variations: and 

t@- 

financial year up to  the  end of that month- 

the case may be: 

respect of allocations set out  in  the  Schedules referred to in  section 7 or 9; 

(f) such  other  issues and information as the National  Treasury may determine. 
(3) The  receiving  officer of a municipality which  intends to transfer to another 

municipality an allocation. or portion of it. transferred to it  in terms of this Act  must, 
effect  such  transfer  in  terms of a prescribed framework or with the approval of the 
National  Treasury. 

(4) The Minister may prescribe additional duties for the receiving officer contem- 
plated in subsection (3). 

Duties of provincial accounting officers  and treasuries 

17. (1) The accounting officer of a provincial department  providing  any  allocation to 
local government  from its vote must. not later than 14 days  before  the  tabling of the 
annual budget of the  province,  submit to the provincial treasury information,  in  such 
format  as may be determined by the provincial treasury after  consultation  with  the 
National Treasury, on  such allocations  in  order  that the provincial  treasury may publish, 
with its  annual  budget or in  the  provincial Gazette, not  later  than 30 April 2003. the  share 
for a  municipality in respect of that allocation. 

(2) The MEC remonsible  for financial matters in the  province  must,  in  the publication 

5 

10 

1s 

20 

25 

30 

35 

40 

45 

50 

_ ,  
contemplated in &section ( I ) ,  also indicate  the  envisaged  division of  the allocation 55 
contemplated in that subsection  in respect of a municipality, for the next financial year 
and the 2005/2006 financial  years. 
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(3) A provincial treasury must, within 22 days  after  the end of each  month, and in the 
format  determined by the  National  Treasury,  and as part of its consolidated monthly 
report,  report on- 

(a) actual transfers  received by the  province from national  departments; 
(b) actual expenditure on such allocations,  excluding the allocations  set out in 5 

(c) actual transfers made by the  province to municipalities, and projections on 

(dl  any problems of compliance with this Act, by transfemng provincial officers 

(4)  The report contemplated in subsection (3) must, in respect of the provincial 
infrastructure allocation. include  reports for each  quarter and be in such format as may 
be  determined by the National Treasury. 

Schedule 4, up to  the end of that  month; 

actual expenditure by municipalities on such  allocations;  and 

and receiving officers, and the  steps taken to deal with such  problems.  10 

Annual  financial statements 

18. (1) The financial statements  contemplated in section 40 of the Public  Finance  15 
Management Act must. for  a  department transfemng any funds in respect of an 
allocation  set out in Schedules 4, 5. 6,  6A, 7 and 7A, also- 

indicate the total amount of that  allocation  transferred to a  province or 
municipality; 
indicate  the funds, if any, that  were  withheld  and  the  reasons  for such 20 
withholding in respect of each  province or municipality; 
certify that all transfers to a province or municipality  were  deposited  into  the 
accredited bank account of a province or municipality; 
certify that, except in respect of allocations  contemplated  in  Schedule  7 or 7A 
or made in terms of section 9, no other  funds  were  spent,  directly or through 25 
a public or private entity, on a function  normally  performed by a province or 
municipality: 
indicate to what extent a province or municipality was monitored for 
compliance  with the conditions of an allocation  and the provisions of this Act; 
indicate to what extent the allocation  achieved  its  purpose and outputs; 30 
indicate the funds, if any. utilised for the administration of the  allocation, and 
whether any portion of the  allocation  was  retained by the transferring 
department for that purpose;  and 
indicate any non-compliance  with  this  Act,  and the steps  taken to deal with 
such  non-compliance. 35 

( 2 )  The financial statements  contemplated  in  section 40 of the Public  Finance 
Management  Act, or in any other law. must, for a department or municipality receiving 
grants in respect of an allocation  set out in  Schedules 3 ,4 ,  5. 6 and 6A. also- 

~~ 

indicate the total amount of all allocations  received: 
indicate the total amount of actual expenditure on all allocations  except 40 
Schedule  3  allocations: 
certify that all transfers in terms of this Act to a  province or municipality were 
deposited  into the accredited bank account of such  province or municipality; 
indicate to what  extent a province or municipality met the  conditions of such 
an allocation. and complied  with  the  provisions of this Act; 45 
indicate the extent to which the  objectives of the allocation were achieved; 
and 
contain such other  information  as the National Treasury may determine. 

PART V 

DUTIES OF DIRECTOR-GENERAL AND AUDITOR-GENERAL 50 

Duties of Director-General 

19. The Director-General must. together  with  the  report  contemplated in section 32(2) 
of the  Public  Finance  Management  Act,  publish a report on actual transfers of all 
allocations listed in the Schedules  set out in section  7 or  made in terms of section 9. 
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Duties of Auditor-General 
L- 

1- 
20. (1)  Without derogating from the powers  and  duties of the Auditor-General in 

terms of the Constitution  and  any  other law, the Auditor-General may, in the audit of 
financial statements on the allocations  set out in Part 111 or in a special report to be 
submitted to Parliament,  report on- 

the extent of compliance with this Act by the Director-General,  transferring 
national officers, transfemng provincial officers and receiving officers: 
whether  there was compliance with the certification and reporting  require- 
ments of this  Act; 
the evaluation of evidence  supporting  the  amounts  and  disclosures in monthly 
and annual reports contemplated in this Act: 
whether a  transferring  national officer or transferring provincial officer made 
unauthorised transfers to any province or municipality or to any public or 
other  entity: 
whether the monitoring of the receiving government’s compliance with 
allocation  conditions was undertaken in terms of the provisions of this Act: 
whether  each  allocation to a province or municipality was made in accordance 
with this Act; and 
such  other  intergovernmental financial management matters as may be 
prescribed. 

(2) The internal  audit unit of a department  and  such  department’s audit committee 
must establish  procedures,  systems and mechanisms to facilitate the external audit 
contemplated in subsection (1 j. 

PART VI 

GENERAL 

Delaying of payments 

21. (1) Subject to subsection (2), the transfemng national officer may, after 
consultation with the  National  Treasury and the relevant  provincial treasury if the 
National Treasury so determines, for a period  not  exceeding 30 days, delay the payment 
of  an allocation  in  terms of Part I11 or any portion of such  allocation, if- 

(a) the  municipality or province  does not comply with the conditions to which the 

(b) the municipality is in breach of the measures  contemplated  in  section  5(6); or 
IC) expenditure on previous  transfers reflects significant  underspending  for which 

(2)  The National  Treasury may, after consultation  with  the  relevant  provincial 
treasury, allow  the  transfer to be delayed  for a period  exceeding 30 days if such delay 
will ensure  compliance  with the conditions to which an allocation is subject or will 
ensure significant spending on that  allocation. 

(3) The transferring  national officer must, in the monthly  reports  contemplated in this 
Act, inform the National  Treasury of the steps  taken to deal  with  the causes of the 
payment delay. 

allocation is subject; 

no satisfactory  explanation is given. 

Withholding of payments 

22. (1) The National  Treasury may, subject to section 216 of the Constitution. 

(a )  an allocation  set out in  Schedules 4, 5 ,  6 and 6A, or any portion of such 
allocation, if the municipality or province is in  serious or persistent material 
breach of the  conditions to which  the  allocation is subject; or 

fbi  an allocation in terms of section 5,  if the  municipality is in serious or persistent 
material breach of the  measures  contemplated in section 5(6);  or 

(c) an allocation in terms of section 9: 
if the transferring  national officer has  submitted to the  province or municipality, as the 
case may be, a written  report, at least 21 days before such allocation is due to be 
transferred,  setting  out  facts reflecting a serious or persistent  material  breach of the 

withhold the transfer of- 
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conditions to which  the  allocation is subject or  the measures  contemplated  in  section 
5(6) upon  receipt of audit  reports which indicate  serious or persistant material breach of 
this Act. 

( 2 )  The Minister may,  by notice  in  the Gazette, approve  that an allocation, or any 
portion of such  allocation, withheld from  a  municipality in terms of subsection (l), be 
utilised to meet that municipality’s outstanding  statutory financial commitments. 

(3) The money contemplated in subsection ( 2 )  shall,  despite  anything to the  contrary 
contained in any law, be  a  direct  charge  against  the  National Revenue Fund. 

Reallocation  of  allocations  between municipalities 

23. (1) The  transfemng national or provincial officer may, with  the written consent of 
the  National  Treasury  and  after  consultation with the affected municipalities,  reallocate 
an allocation, or a portion thereof,  from  one  municipality to another  municipality in that 
district. if the reallocation will reduce the risk of underspending or where  a  category B 
and C municipality fail to agree on the use of any funds  transferred to them in terms of 
section 7.  

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

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 4, 5 ,  6, 6A, 7 or 7A may only be utilised for the purpose stipulated in the 
Schedule  concerned  and  in  accordance  with  the  conditions it is subject to, which 
conditions  must, not later than 30 April 2003, be  published by the  Minister in the 
Gazette, unless  such  conditions  were  published on  the date on which  the  annual  budget 
is tabled in  the National Assembly. 

( 2 )  The utilisation of an allocation  set  out in the Schedules  for purposes  other than 
those set out  in  the  Schedules  concerned,  constitutes  a  breach of the  measures 
established  in  terms of section 216(1) of the  Constitution. 

(3) Despite  subsections (1) and ( 2 ) ,  the  National  Treasury  may  authorise  a  province or 
municipality to retain  and utilise such portion of the  funds of  an allocation set out in the 
Schedules listed in section 7 ,  which remains  after the fulfillment of that allocation’s 
purpose  and  compliance with the  conditions to which it  is subject. 

Transfers  made  in  error 

25. (1 1 Despite  anything 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 
purpose of its  Revenue  Fund. 

( 2 )  A transfer  contemplated in subsection (1) must be recovered without delay by the 
responsible transfemng national officer. 

(3) The Director-General may direct that the recovery  contemplated in subsection (1) 
be effected by set-off against  future  transfers to the  province,  which would otherwise 
become  due in accordance  with a payment  schedule. 

(4) Despite  anything to the  contrary  contained  in any law, 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 transfemng national officer. 

(5 )  The national accounting officer responsible for local  government may direct that 
the recovery  contemplated in subsection (4) be effected by set-off against transfers to the 
municipality  concerned.  which would otherwise  become  due  in  accordance  with any 
payment  schedule. 

Transfers  to municipalities with  weak administrative  capacity 

26. (1 1 If  the national accounting officer responsible for local government reasonably 
believes that a category B or C municipality is not able  to effectively administer an 
allocation, or portion thereof, that officer may transfer  such  allocation, or portion 
thereof,  to the province in which the municipality is located or, when appropriate, to 
another  municipality,  after  consultation with the  municipalities and province  concerned. 

( 2 )  Any  allocation, or portion+of,  contemplated in subsection (1) must be dealt 
with by the  province or  other municipality towhich  it  has been  transferred  in  accordance 
with any directions by the  national  accounting officer responsible for local government. 
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(3) The national accounting officer responsible for local  government must publish in 
the Gazette information on the transfer of aitallocatiorqontemplated in subsection ( I ) .  

Funds  to  follow transfer of functions or obligations 

27. (1) Despite anything to the contrary  contained  in  any law, the transfer of functions 
or obligations  from an organ of state in one sphere of government to an organ of state in 5 
another  sphere of government or from one  municipality to another municipality must 
take place only with the prior written approval of the  National Treasury and the national 
accounting officer responsible  for  provincial and local  government. 

( 2 )  The transfer of functions or obligations  contemplated in subsection (1) must, 
unless the Minister  directs  otherwise,  include the transfer of funds available to the 10 
transferring organ of state or sphere of government for the purposes of performing such 
transferred function or obligation. 

(3) No financial function or obligation of a  national or provincial  department may be 
imposed on a municipality without- 

( a )  that municipality’s  prior written acceptance by resolution of its council: and 15 
(b)  the prior written approval of the National Treasury. 

(4) A  province  must utilise its own funds for any obligation which is in conflict with 

( 5 )  Any liability arising from a determination of functions between a category B and 
subsection (1). 

C municipality by a  province in terms of section 84 or 85 of the Municipal Structures 20 
Act. is a liability of that province  and not of the national  government. 

Amendment of payment schedule and transfer mechanism 

28. ( I )  Subject to subsection ( 2 ) ,  a transferring  national officer may, in respect of  an 
allocation  set  out  in  Schedule 5 ,  6 or  6A. after  consultation  with  the National Treasury 
and the relevant  provincial treasury. if the National  Treasury so determines,  amend a 25 
payment  schedule due to the underspending of the funds or for any other  exceptional 
reason. 

( 2 )  The National Treasury may, in the interest of improved accountability or debt and 
cash-flow management, or on the  grounds of substantial  non-compliance with any 
condition to which an allocation is subject,  amend  any payment schedule of an 30 
allocation listed in  Schedule 2 ,  3, 4, 5 ,  6 or  6A, 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 

29. ( I )  The National  Treasury may, on application in writing by a transfemng national 35 
or provincial officer. exempt in writing  a  transferring  national or provincial officer from 
the duty to comply with reporting  requirements or any other requirement  regarding an 
allocation set out in a Schedule listed  in  section 7 or envisaged in section 9: Provided 
that such exemption may only be granted if such officer satisfies the Director-General 
that- 40 

( a )  the duty  cannot be complied with at that stage; 
(bj the allocation  programme is properly designed;  and 
(c) the accounting officer is taking  steps to comply with the provisions of this Act. 

(ai may only be granted if the accounting officer provides reasons why 45 
information  was not included  in respect of an allocation set out in a  Schedule 
listed in section 7; and 

( b )  must set out the  conditions, if any, to which it is subject and must be published 
in the Gazette. 

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

Non-compliance with this Act constituting financial misconduct 50 

30. Despite  anything to the contrary  contained in any law, any serious or persistent 
non-compliance  with the provisions of this Act, or the  conditions which an allocation in 
terms of this Act is subject to, constitutes financial misconduct. 
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Liability for costs incurred in violation of principles of co-operative governance 
and intergovernmental relations 

31. (1 )  An organ of state involved in an intergovernmental  dispute  regarding any  
provision of this  Act or any financial or fiscal matter must,  before  approaching a court 
to resolve such dispute, make every effort to settle the dispute with the other organ of 5 
state  concerned,  including by making use of the  structures  established in terms of the 
Intergovernmental  Fiscal  Relations Act. 
(3) In the event that a dispute is referred  back by a court in accordance with section 

J l ( 4 )  of the Constitution, due to the  court not being satisfied that the organ of state 
approaching  the court has  complied  with  subsection (l), the expenditure  incurred by that 10 
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 to comply with the  requirements of subsection (1). 

Acts  performed before this  Act  took  effect 15 

32. Despite anything to the contrary  contained in any law, any act performed prior to 
the coming into effect of this Act or in accordance with any prescribed requirements in 
fulfillment of the objects of this Act is regarded as having been done in terms of the 
relevant provisions of this Act. 

Regulations 20 

33. The Minister may. by notice in the Gu;ette, make regulations regarding- 
( a )  anything  which must or may be prescribed in terms of this Act; and 
f b )  any matter which is necessary to prescribe  for the effective implementation of 

the provisions and achievement of the objects of this Act. 

Repeal  and amendment of  law 25 

34. (1) Schedule 6 of the Division of Revenue Act. 2002  (Act No. 5 of 3002) is. in 
respect of the vote of the Department of Water Affairs and Forestry (Vote 33) hereby 
amended by the deletion of the numbers in bold square  brackets and the insertion of the 
underlined  numbers,  as set out in Schedule 8 to this Act. 

No. 5 of 2002) is deemed as having been done  under that Schedule as amended by 
Schedule 8 to this Act. 

(3) Subject to subsections (1). ( 2 )  and (4). the Division of Revenue  Act. 3003 (Act No. 
5 of 2002) is hereby repealed with effect from the date on which this Act takes effect or 
from 1 April 2003. whichever is the later. 35 

(4) The repeal of the Division of Revenue Act, 2003 does not aRect any duty or 
obligation  set out in that Act. the execution of which is still outstanding. 

Short title 

(2) Anything done in terms of Schedule 6 of the Division of Revenue Act, 7002 (Act 30 

35. This Act is called  the Division of Revenue Act, 7-003 and comes into operation on 
;I date  determined by the President by proclamation in the Gazerre. 30 
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SCHEDULE 1 

EQUITABLE  DIVISION OF REVENUE  ANTICIPATED TO BE RAISED 
NATIONALLY  AMONG THE THREE SPHERES OF GOVERNMENT 

Spheres Column B - Column A 
of . Forward Estimates 2003104 

Government 2005l06 . 2004105 Allocation 
R’000 R’000 R’000 

National ’ 

395 606 308  363 345 139 333  965  414 TOTAL 
7  698 179 7  077  546 6 343  478  Local 

167 556  442 155 313  096 142 386  031  Provincial 
220  351  687 200  954  497 185 235  905 

’ National  share includes  conditional  grants to provincial and local spheres.  debt  service 
cost and the contingency  reserve. 

SCHEDULE 2 

DETERMINATION OF EACH  PROVINCES’S  EQUITABLE  SHARE OF THE 
PROVINCIAL SPHERE’S SHARE OF REVENUE  RAISED NATIONALLY 

(as a direct charge against the National  Revenue Fund) 

Province 

Eastern Cape 
Free  State 
Gauteng 
KwaZulu-Natal 
Limpopo 
Mpumalanga 
Northern  Cape 
North West 
Western Caoe 

Column A 
2003104 

Allocation 
R’000 

24  227  559 
9  462  691 

21 875 885 
29 279  286 
19 352  278 
10 219  531 
3  455  244 

11 821  596 
12 691  961 

Column B 
Forward Estimates 

2004l05 2005106 
R’000 

28  510  405  26  427  150 
R’000 

12 026  097 11 147 349 
22 773  294 2 1 109  250 
34455 157  31 937  519 
25 743  013 23 861 973 
11 135 467 10 321 798 

3 768  943 4  066  049 
12 894  864 13 911 367 
13 844  250 14 935  593 

[TOTAL 1 142 386 031 155 313  096 1 167  556 442 I 
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SCHEDULE 3 

DETERMINATION OF EACH  NfUNICIPALITY'S  EQUITABLE SHARE OF 
THE LOCAL  SPHERE'S SHARE OF REVENUE  RAISED  NATIONALLY 

(As appropriated in the  vote  of Department of Provincial and Local Government 
(Vote 5) for  the  financial year) 

Column A Column B 
Category Number SIunicipalitp 

R'000 R'000 R'000 WESTERN CXPE 
2005/06 2004/05 Allocation 

Forward Estimates 2003/04 

A City of Cape Toun 

2 'I1 2 650 3 464 B WCOI4 S~l i ianha  Bay 

4 9 1 8  4 310 B WCO I2 Cederberg 
6 586 6 I10 5 317 B WCO I 1 Llarzlkama 

I69 -338 167 038 I59 992 

B 
5 291 

WCOl3 Brrzrivier 4 254 3 892 3 313 

B WCO I5 Suarrland 
DkIA DXIAOI \Vest C M ~ I  D\lA 

7 IS8 6 755 5 972 

C DC I West Coast Diancr .LlunlclpaIiry 1 082 j I 034 1 I 485 

Total:  West  Coast Municipalities 

12 879 I 1  856 WCti23 Drakenstein 
9 359 

B 

27 064 25 406 22 861 

I3 363 
B CVCO22 Witzenberg 8 631 7 513 

B WC024 Stellenbosch 6 954 
12 732 I i  288 B WCO25 Breede Valley 

Y 399 7 885 

8 461 7 982 7 169 B WC026 Breede Ri\er/Winelands 
13 481 

C DC2  Boland  Dlhtnct llunlcipaiitv 2 083 I 785 1 875 
DMA  DMAti2 Breede Ri\.er Dl1.A 

Total: Boland Municipalities 1 46 863 , 54 940 51 893 

B WC03 I Theewaterskloof 
3 683 3 414 B WCO.32 Overstrand 

9 Y47 9 016 7 642 

B 
3 781 

WC033 Cape Agulhas 

DMA DhIA03 OLerberg  DMA 
4 107 3 932 -3 449 WCti34 Swellendam 
2 422 

B 
2 '79 1 982 

1 

J 

C DC3 Overber? District !duniclpality 132 1 190 81 1 

Total: Overberg Municipalities 20 346 19 344 17 297 

B WCO4 I Kannaland 4 365 1 ti80 3 668 
B WC042 Langeberg -3 375 

6  640 6 28X B WCO44 George 

3 769 

3 419 3 278 2 981 B WC047 Plettenberg Ba! 

B 
4 042 

WCO43 Mossel Bay 

4 798 4 676 4 -390 WCO45 Oudtshoorn 
b 752 

B 

3 935 3 814 3 522 

B WCO48 Knysna 
DMA DICIAO4 South Cape DILlA 

4 218 4 160 3 972 

C DCI Garden Route/Klein Karoo Distnct 2 498 2 420 2 669 
Mun~cipality 

Total: Garden RouteiKlein Karoo lCIunicipalities 34 025 32 836 30 864 

B WC05 1 Laingsburg 

5 654 5 639 C DC5 Central Karoo District Municipality 

3 641 3 518 3 226 B WCti53 Beaufort West 

2 509 z 442 2 333 

5 527 

B WC052 Prince Albert 3 075 2 966 2 792 

DMX DblAti5 Central Karoo DMA 

Total: Central Karoo Municipalities 

320 965 311 097 291 867 Western  Cape Provincial Total 

15 052 14 581 13 990 



16 

L5 

Category Number Municipality 

NORTHERN CAPE 

B NCO 1 B 1 Gammagara 
B NW 1 a 1 Segonyana 
B  CBLCl Kuruman-Mothibistad 
DMA CBDMAI Kalahari  CBDMA 
C  CBDCI  Kalahari-Kgalagadi  Cross-border 

Municipality 

Total: Kalahari-Kgalagadi Municipalities 

B NC06 1 Richtersveld 
B NC062 Nama  Khoi 
B NC064 Kamiesberg 

B NC066 Karoo Hoogland 
B NC065 Hantam 

B NC067 Khai-Ma 
DMA DMA06 Namaqualand 
C DC6 Namakwa District  Municipality 

Total: Namakwa District Municipalities 

B NC07 1 Ubuntu 
B X 0 7 2  Umsobomvu 
B NC073 Emthanjeni 
B NC074 Kareeberg 
B NC075 Renosterberg 
B NC076 Thernbelihle 
B NC077 Priernanday 
B NC078 Siyancuma 

C DC7 Karoo District  Municipality 
DMA DMA07 Karoo DMA 

Total: Bo-Karoo District Municipalities 

B NC081 Mier 
B NC082 Nama Khoi 
B NC083 Gariep 
B NC084 ! Kheis 
B NC085 Re A Ipela 
B NC086 Dan-Lime 
DMA DMA08 Siyanda  DMA 
C DC8 Siyanda  District  Municipality 

Total: Benede-Oranje District Municipalities 

B NC09 1 Sol Plaatje 
B NC092 Dikgatlong 
B NC093 Magareng 
B CBLC7 Vaalharts-Morobeng 

C DC9 Frances  Baard  District  Municipality 
DMA DMA09 Diamondfields 

Total: Diamantveld District Municipalities 

Northern Cape Provincial Total 

Column A 
2B03/04 

Allocation 
R’000 

- 
4 547 

15 429 
11 726 

14 811 

T 

46  514 

3 023 
6 495 
3 829 
6 000 
4 607 
3 098 

2 375 

29 427 

5 867 
7 445 
8 524 
4 279 
4 200 
4 221 
5 703 
8 991 

3 928 

53  158 

3  202 
I O  161 
8 810 
4 267 
6 352 
4 569 

3 691 

41  052 

26  882 
I O  792 
7 372 

I4 946 

I 778 

61 771 

231  922 

COll 
Forward 
2004/05 

R’000 

5 118 
17 665 
13 646 

16 503 

52  932 

3 275 
7  520 
4 082 
6 525 
4 998 
3 372 

2 466 

32  239 
~~ 

6  744 
8 099 
9 119 
4 602 
4 486 
4 471 
6 176 

IO 138 

3 613 

57 449 

3  340 
11 731 
9 739 
4 683 
6 928 
4 892 

3 626 

44 940 

28 288 
11 756 
7  939 

16 285 

1 652 

65  920 

253 480 

In B 
,stirnates 

2005/06 
R’000 

5 342 
19 975 
15 042 

17 794 

58  154 

3  435 
8 243 
4 253 
6 810 
5 235 
3 545 

2  669 

34  190 
~~ 

7 392 
8  439 
9 369 
1 799 
4 643 
4 606 
6  417 

10 966 

3 978 

60  609 

3  422 
12 846 
IO 217 
4 973 
7 166 
5 044 

4 073 

47 742 

29 001 
12 287 
8 166 

16 921 

1 840 

68  214 

268 909 

1 

. .. .. 
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Column A 
Category Number Municipality 2003/04 

Allocation 
EASTERN CAPE 

7 571 B EClOl Camdeboo 

I49 300 A Nelson  Mandela 

R’000 

B ECI02 Blue Crane  Route 9 592 
B EC 103 Ikwezi 3 840 
B EC 104 Makana 13 843 
B EC 105 Ndlambe I 1  821 
B EC106 Sunday‘, Riker Valley 

9 577 B EC  108 Kouga 

10 693 
B EC I07 Bavlaans 4 657 

B EC 109 Kou-Kamma 
DXIA DMAIO  Aberdeen Plam 

6 387 

C DClO  Cacadu  Dibtrict  Municipality 6 012 

Total: Cacadu Municipalities 

41 760 B EClZl Mbhalhe 

83 992 

B EC I22 blnquma 
B EC 123 Great K t i  

46 Y50 

B EC124 Arnahlatl 

66 970 C DC12  Amatole  District  Municipality 
6 005 B EC 128 Nxuba 

22 295 B EC 127 Nkonkobe 
17 015 B EC I26 Ngqushwa 

187 156 B EC125 Butfalo City I 
~ 788 

23 574 

Total: hmathole Municipalities 420 413 

B EC131 Inxuba Yethemba 7 861 
B EC 132 Tsolwana 
B EC133 lnkwanca 

7 872 

DM A DM4 13 Mount Zebra NP 
1 0  270 B EC138 Sahiaizwe 
25 732 B EC I37 Engcobo 
22 759 B EC I36 Emalahlenl 
37 313 B EC I35 Intsika  Yethu 
25 345 B ECI34 Lukanji 

5 119 

C DC 13 Chris  Hani  District Municipality 78 798 

Total: Chris Hani Municipalities 221 071 

B ECI-II Elundini 26  108 
B EC I42 Senqu 

6 151 B EC I43 Mnlerhswai 
23 036 

6 246 B EC 144 Gariep 

C DCI4 Ukwahlamba District Municipality 43 562 
DMA  DCIA14  Oviston  Nature  Reserve 

Total: Ukwahlamba Municipalities 105 132 

B ECl5l Mbizana 35 I33 
B EC I52 Ntabankulu 

B EC 155 Nyandeni 
25 647 B EC154 Port St Johns 
37 861 B EC 153 Ingquza 
22 086 

147 908 C DCl5  0.R Tambo  District  Municipality 
(10 Y5 1 B EC I57 King Sabata Dalindyebo 
33 101 B EC156 Mhlontlo 
42 972 

Total: 0 . R  Tambo Municipalities 405 560 

Column B 
Forward Estimates 

R’000 R’000 

8 321 

4 077 4 192 

12 065 

Y 113 7 415 
1 1 279 10 740 
5 116 4 958 

12 563 

4 549 

90  868 ! 94 310 

3 935 

53 060 46 3 0 1  
5 1  I17 57 618 
9 492 10 411 

25 748 28 787 
I86 631 1 IS1 358 

23 446 1 25 493 

5 974 1 6 091 
119 490 1 I61 318 

487 226 ~ 54: 6823 

8 109 8 388 
8 642 
5 .371 5 567 

24 727 24 Y46 
41 979 4X 098 
25 044 27 930 
25 599 .i2 540 
10 792 I 1  530 

19 027 i 2 1  549 

113 203 

32 640 29 131 

308 268 266 466 

139 926 

26 409 29 827 
6 459 6 668 
6 655 6 932 

55 858 

141 683 124 513 

65 617 
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4 Column A Column B 
Category Number Municipality Forward Estimates ‘+2003/04 

Allocation 2004/05 

108 596 86 362 60 285 C DCM Alfred Nzo District Municipality 
DMA DMA44 O’Connors Camp 

83 839 72  899  63 961 B EC05b2 Urnzimvubu 
34 631  30 536 27 357 B ECO5bl  Umzimkulu 

2005/06 

Total: Alfred Nzo IMunicipalities 

2 086 169 1 822 307 1 537 070 Eastern Cape Provincial Total 

227 066 189  797 151 603 
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Column A Column B 
Category Number Municipality Forward Estimates 2003/04 

Allocation 2005/06 2004/05 
FREE STATE R'000 R'000 R'O00 

B FS161 Lstsemeng 

3 405 3 349 3 350 C DC I6 Xhariep District  Municipality 
17 713 I6 562 I4 625 B FS I63 Mohokare 
17 2 1 1  16 391 14 754 B FS 162 Kopanong 
I?- 720 1 I 998 I O  733 

Total: Xhariep District YIunicipalities 51 052 48 300 43 462 

B FS171 Naledi IO 429 

303 456 717 C DC17 Motheo District Mun~cipality 
I8 658 I7 489 I5 54.3 B FS 173 Mansopa 

197- 198 197 707 199 6n9 B FS I72 Mangaung 
12 272 I I  624 

Total: Motheo District Municipalities 223 431 227 276 226 299 

B FS181 hlasilonyana 
B FS I82 Tohologo ~ ' 12 013 13 7711 

1-6 047 ' 2: 658 23 004 

B FS I X3 T\\\sIopeIr 1 :I! ::-: I '0 929 22 335 
B FS I114 h1atJhrlbeng 1 IO6 044 117 493 ~ I23 018  
B FS I85 Nala 

I 071 1 61.7 3 535 C DC18 Lejweleputswa District hlunicipaliry 
30 907 29 464 26 789 

Total: Lqjweleputswa District Municipalities 217 767 207 533 187 668 

B FS191 Setsoto I 32 092 42 388 38 385 
B FS I92 Dihlabeng ' 
B FS193 Nlstoanu 

27 449 25 853 22 876 

13 487 13 254 I9 273 C  DC19 Thabo Mofutsanyane District 
DMA DM419 Golden Gate Hiehlands NP 

I5  589 I4 670 I ?  182 B FS 195 Phumelela 
I37 790 126 XI3 112 538 B FS 194 Maluti a Phofung 
27 050 25 359 21 191 

Municlpality 

Total: Thabo hlafutsanyane XIunicipalities 263 752 2-14 333 222 252 

B FS20 1 bloqhaka 

718 1 127 I 771 C DC2O Northern  Free State District  ,Munici- 
I S  328 1 7  490 1 6  013 B FS205 .Matibe 
21 669 2 0  974 19 410 B FS304 Metsmaholo 
38 979 37 65n :i 056 B FS203 Kg\% athe 
43 599 41 765 37 095 

I 

pality 

Total: Northern Free State SIunicipalities 

1 879 326 845 968 789 025 Free State Provincial Total 

123 324 118 506 109 3-14 
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L 

Category Number Municipality 

KWAZULU-NATAL 

A eThekwini 

B KZ211 Vulamehlo 
B KZ212 Umdoni 
B KZ213 Khiphinkunzi 

B KZ215 Izingolweni 
B KZ216 Hibiscus Coast 
C DC2 1 Ugu District Municipality 

B KZ214 ulMuziwabantu 

Total: Ugu Municipalities 

B KZ22 I uMshwathi 
B E 2 2 2  uMngeni 
B KZ223 Mooi Mpofana 
B KZ224 Impendle 
B E 2 2 5  Msunduzi 
B KZ226 Mkhambathini 
B E 2 2 7  Richmond 
DMA  DMA22 HighmooriKambeg Park 
C DC22 uMgungundlovu  Distnct Municipal- 

ity 

Total: uMgungundlovu Municipalities 

B E 2 3 2  Emnambithi-Ladysmith 
B KZ233 Indaka 
B KZ234 Umtshezi 
B KZ235 Okhahlamba 
B a 2 3 6  Imbabazane 
DMA DMA23 Giants  Castle  Game Reserve 
C  DC23 Uthukela District Municipality 

Total: Uthukela Municipalities 

B Kz24 1 Endumeni 
B KZ242 Nquthu 
B KZ244 Umsinga 

C  DC24 Umzinyathi District Municipality 
B KZ245 Umvoti 

Total: Umzinyathi Municipalities 

B KZ252 Newcastle 
B KZ253 Utrecht 
B KZ254 Dannhauser 
C DC25 Amajuba District Municipality 

Total: Amajuba District Municipalities 

B KZ26 I eDumbe 
B E 2 6 2  uPhongolo 
B KZ263 Abaqulusi 
B KZ265 Nongoma 
B KZ266 Clundi 
C DC26 Zululand District Municipality 

Total: Zululand Municipalities 

Column A 
-.2003/04 
Allocation 

R'000 

370 461 

11 370 
3  970 

15 713 
9 751 
6 408 

1 1  600 
35 201 

94  013 

9 815 
7 285 
3 250 
4 086 

75 050 
4 958 
7 162 

21 625 

133 232 

12 397 
8 729 
7 240 
8 836 
7 895 

21 573 

66 670 

3  077 
13 505 
18 146 
12 754 
34  823 

82 305 

28 178 
3 240 
7  637 
5 558 

44 913 

5 729 
9 825 

10 654 
14 798 
17 167 
35 540 

93 714 

Colu 
Forward 
2004l05 
R'000 

378 522 

12 983 
1 640 

1s 050 
I 1  024 
7 213 

13 235 
46 203 

113 349 

I O  564 
6 524 
3 476 
4 216 

72 666 
5 223 
Y 579 

33 300 

144 547 

11 220 
9 848 
6 508 
9  990 
9  074 

23 197 

69 838 
~~ ~ 

3 182 
I4 219 
20 881 
15 154 
38 980 

92 416 

26 774 
3 105 
8 290 
6 825 

45 295 

6 403 
10 667 
11 070 
15 937 
17 563 
37 963 

99  603 

n B  
stimates 

2005/06 
R'000 

379 178 

14 562 
5 128 

20 427 
12 285 
7  970 

I4 490 
56 832 

131 694 

11 951 
6 010 
3 680 
4 497 

68 912 
5 701 
9 4 1  

43  577 

153 768 

10 821 
10 758 
5 889 

I O  936 
10 042 

26 589 

75 035 

3  290 
15 089 
23  619 
17  108 
46 170 

105 275 

25 124 
3  598 
9 147 
7  946 

45 814 

6 950 
11 382 
11 457 
17 116 
18 091 
42 527 

107 523 

1 
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Category Number klunicipality 

B KZ27 I Umhlabuyalingana 
B a 2 7 2  Jozini 
B KZ273 Umzinene 
B KZ271 Hlabisa 
B KZ27.5 Inyalahltubatuba 

c DC27 Urnkhanyakude District Municipality 
DMA DMX27 St Lucla Park 
3 

rotal: Umkhanyakude Municipalities 

B KZ28 I Mbonambi 
B KZ282 uMhlathuze 
B KZ283 Ntambanana 
B KZ18-l Umlalazi 
B KZ285 Mthonjaneni 
B KZ286 Nkandla 
r DC2S uThungulu District Municipality 

Total: uThungulu Municipalities 

B E 2 9  I Mandeni 
B KZ292 KwaDukuza 
B KZ293 Ndwedwe 
B E 2 9 4  Maphumulo 
C DC29 King  Shaka District Municipality 

Total: Shaka Zulu Municipalities 

B KZ5al Ingwe 
B KZ5a2 Kwa Sani 
B KZ5a3 Matatiele 
B KZ5a4 Greater Kokstad 
B Kzsaj Kzsaj 
DMA DMAl3 klkhommi Wilderness  Area 
C DC13 Sisonke District Municipality 

Total: Sisonke Municipalities 

KwaZulu-Natal Provincial Total 

Column A 
2003/04 

4llocation 
12 432 
14 501 
4 004 

11 106 
5 323 

32 371 

79  737 

7 473 
22 242 

5 820 
16 273 
4 443 

12 512 
21 391 

90 155 

15 218 
18 529 
I4 594 
13 213 
27 135 

89  049 

11 311 
3 651 
2 879 
6 800 

10 333 

I6 I61 

51 134 

I 195 384 

Column B 
Forward E! 
7 2004/05 

13 908 
16 011 
1 259 

12 231 
5 0 4  

38 450 

89 904 

8  329 
19 051 
6 027 

17 741 
5 345 

13 b70 
18 187 

98  651 

15 850 
19 785 
16 763 
14 725 
40 739 

107  862 

12 674 
1 019 
2 978 
7 063 

I I  620 

23 902 

62 257 

1 302 243 

t 

- 
L 

sthates 
2005/06 

15 570 
17 767 
1 535 

13 555 
4 952 

u 025 

100 402 
~ ~~ 

9 171 
17 353 
6 169 

19 318 
5 685 

14 987 
;b lbi  

109 144 

16 679 
21 042 
I8 908 
16 566 
52 350 

125 544 

1 1  255 
4 36‘4 
3 067 
7 387 

13 028 

29 663 

71 763 

1 405 141 
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4 Column B Column A 
Category Number Municipality 

200906 2004/05 Allocation 
Forward Estimates b 4 0 3 / 0 4  

MPUMALANGA R’000 R’000 R’000 

B MP301 Albert Luthuli 

2 176 3 776  5 148 C DC3U Eastvaal District Municipality 
34 263 33 559 31 449 B MP307 Highveld East 

7 359 7 013 6  367 B MP306 Dipaleseng 
14  191 13 595 I2  495 B 1MP305 Lekwa 
10 342 9  599 8 385 B MP304 Seme 
13 727 12 565 10 968 B MP303 Mkhondo 
18 027 17 265 15 849 B MP302 Msukaligwa 
33 098 30 326 26 926 

Total: Eastvaal Municipalities 133  183  127  199  117 589 

B MP3 1 1 Delmas 5 957 

835 I 254 2  058 C DC3 1 Ngankala District Municipality 
DMA DM43 1 .Mdala Nature Reserve 

18 353 17 907 17 367 B MP3 16 Dr .IS Moroka 
20 Y5 j  19 570 17 619 B MP3 15 Themblsile 
7 743 7 301 6 542 B MP3 I4 Highlands 

17 451 16 759 15 ?90 B MP3 13 Middelburg 
78 172 77 467 75 566 B MP3 I2 Ernalahleni 

7  022 6 639 

Total: Nkangala Municipalities 100  434 96 846 90 398 

B MP321 Thaba Chweu 15 187 
57 263 5 1  965 B MP322  Mbomhela 

19 726 18 030 

3 613 5 440 8 549 C DC32 Ehlanzeni District Municioalitv 
DMA DMA32 Lowveld 

48 759 -12 960  35  669 B MP324 Nkomazl 
I 1  063 10 345 9 111 B MP323 Umjindi 
60  932 

Total: Ehlanzeni Municipalities 1 120 481 1 134 038 1 144 093 I 
Mpumalanga Provincial Total 377 710 358 083 328 467 
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Column A Column B 
Category Number ,Municipality 

R’000 R’000 R’000 LIMPOPO 
2005/06 2004/05 Allocation 

Forward  Estimates 2003/04 

B NP03A2  Makhudutamaga 18 783 22 210 25 364 
B  NP03A3  Fetakgomo 

71 859 60 721 50 421 C  CBDC3 Sekhukhune Cross-boundary 
B  CBDMA3 Schuinsdraai Nature Reserve 

24 868 22 272 19 658 B CBLCS Greater  Tubatse 
16 179 16 141 16 870 B CBLC4  Groblersdal 
I 1  598 10 980 10 255 B  CBLC3  Greater Marble Hall 
I I  320 10 150 8 952 

MuniciDalitv 
~ 

Total: Sekhukhune  klunicioalities 
~~ 

B NPO4Al Manlleng ii -:62; 1 12 0 4 7  
9 309 

~- 

B CBLC6 Bushbuckridge 

5 8  323 47 613 35 494 C CBDCJ Eastern Cross-boundary 

59 300 56 520 
DMA CDDMA4 Kruger Park 

Municipality 

Total: Eastern  Municipalities ’ 129 770 115  104  101 322 

B NP33 I Greater Giyani 

31 073 B NP333 Greater  Traneen 
25 390 22 762 20 021 B NP332 Greater Letaba 
34 206 35 177 37  419 

SO 917 61 919 39  495 c DC33 Mopani District Municipality 
I4 453 15 710 17 584 B NP334 Ba-Phalaborwa 
38 417 34 630 

Total:  Mopani Municipalities 193 383 170 198  145 591 

B NP34 I Musina 6  557 
I?. 847 13 318 B NP342 Mutale 

7  383 6 924 

96 058 72  959 42 843  C  DC34 Vhembe District Municipality 
d9 144 47 488 48 388 B N P 3 4  Makhado 
57 605 53 379 51 702 B SP343 Thohoyandou .Llalamulele 
13 104 

Total:  Vhembe Municipalities 223 295 1 193 597 162 807 

B VP35 1 Blouberg 

49 334 42 058 35 743 C DC35 Capricorn Cross-boundary 
15 762 14 505 13 031 B NP355 Lepelle-Nkumpi 
45 057 42 040 37 455 B NP354 Polokwane 
9  903 8 772  7  600 B NP353 Molemole 

12 4 4 1  I 1  037 9 607 B NP352 Agananz 
20 825 18 680 16 723 

~~~~~ 

Municipality 

Total: Capricorn  Municipalities 153 321  137 092 120 161 

B NP361 Thabazimbi 11 015 

3 662 5 514 8 664 C DC36 Waterberg District Municipality 
33 347 29 661 24 365 B NP367 ~Mogalakwena 
x 449 7  923 6 773  B NP366 Bela Bela 
9 658  8 880 7 511 B VP365 Modimolle 
4 661 4 080 3 305 B NP364 Mookgapong 

I S  090 15 829 I2  437 B NP362 Lephalale 
I4 729 13 353 

Total:  Waterberg Municipalities 

953  633  843  704 728 890  Limpopo  Provincial Total 

92 695 85 242 74 071 
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L, Column A 
Category Number Municipality ‘-2D03/04 

Allocation 
NORTH  WEST R’000 

B  NW371 Moretele 
B YW372 Madibeng 
B NW373 Rustenburg 
B W 3 7 4  Kgetlengrivier 
B NW375 Moses  Kotane 
DMX  DMA37 Pilansberg  National Park 
C DC37 Bokone-Botlhaba District 

Municipality 

Total: Bojanala-Botlhaba Municipalities 

B NW38I Setla-Kgobi 
B NW382 Tswaing 
B NW353 Mafikeng 
B 4TW384 Lichtenburg 
B NW385 Zeerust 
C  DC38 Central  District  Municipality 

Total: Central Municipalities 

B NW391 Kagisano 
B . i 3 9 2  Naledi 
B W 3 9 3  Schweizer-Reneke 
B NW391 Greater  Taung 
B NW395 Molopo 
B W 3 9 h  Lekwa-Teemane 
C DC39 Bophirima District Municipality 

Total: Bophirima Municipalities 

B NW30I Ventersdorp 
B  NWJO2 Potchefstroom 
B NW403 Klerksdorp 
B h V J 0 4  Maquassi  Hills 
C DClO Southern  District  Municipality 

Total: Southern Municipalities 

North  West Provincial Total 

T 
I 

17 024 
50 929 
50 418 

7 189 
36 068 

18 357 

179 985 

15 145 
I2 190 
21 720 
13 174 
14 575 
45 640 

122 743 

15 653 
6 057 
7 399 

26 347 
3 626 
5 433 

31 208 

95 723 

8 546 
13 636 
47 48: 
11 822 

1 901 

83 382 

481 835 

20 970 
59 6 4  
56  950 

8 239 
42 267 

9 015 

197 085 

16 936 
13  207 
2 1  389 
13 425 
16 117 
59 921 

144 095 

17 601 
6 418 
7 694 

2’3 616 
3 962 
5 701 

45 998 

115 990 

9 411 
14 559 
51 66; 
12 98; 

1 21c 

89 825 

546 995 

Column B 
Forward Estimates 

I 
T 
i 

24 139 
66 328 
60  957 

8  903 
47 104 

3 009 

210  439 

19 I19 
I1 358 
27 566 
13 973 
17 892 
72 861 

165 799 

- 
- 

1 
20 016 

31 964 
4 343 

57  982 

135 140 

14 923 

13 623 
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Category Number Municipality 

GAUTENG 

A East Rand Ekurhuleni 
A Johannesburg City of Johannesburg 
A Pretoria City of Tshwane 

B  GT02bl Nokeng tsa Taemane 
B CBLC? Kungwini 
C CBDC? Metsweding Crass-boundary 

Municipality 

Total: Metsweding Municipalities 

B CT42 1 Emfuleni 
B  GT422 Midvaal 
B GT423 Lesedi 
C DCJ? Sedibeng Distrlct Municipality 

Total: Sediheng  hlunicipalities 

B G T l l  1 Mogale City 
B GT412 Randfontein 
B GT414 Westonaria 
B CBLCS Merafong 

C  CBDCS West Rand Cross-boundary 
DMA DMhll Sterkfontein 

Municlpality 

Total:  West Rand Municipalities 

Gauteng Provincial Total 

SOUTH AFRICA TOTAL 

2olumn A 
2003/04 

Ulocation 
R’000 

192 485 
238  763 
158 731 

6  027 
9 229 
3  953 

19 209 

53 410 
9 885 
7  539 
1 169 

72 003 

21 433 
10 739 
20 621 
23 054 

1 971 

77 818 

759 015 

6 343 478 

Colu 
Forward 
2WI05 
~ ’ 0 0 0  

200 540 
253 340 
162  465 

7 102 
10  212 
2 516 

19  830 

56  159 
I O  814 
8  053 

744 

75 770 

23 037 
1 1  333 
21  525 
23 135 

1 593 

81 623 
~~ 

793 668 

7 077 546 

nB 
itimates 
2005/06 
R’000 

201 907 
258  429 
162  369 

7 603 
I O  1 4 1  

1 671 

19 715 

56  666 
I I  317 
8 333 

-194 

76 810 

23 625 
11 524 
21 708 
21 386 

1 566 

82 809 

802 039 

7 698 179 
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MEMORANDUM ON THE OBJECTS OF THE 
DIVISION OF REVENUE BILL 

1. 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 
1.3 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. 

2. 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 Assembly. a Division of Revenue Bill ("the Bill") for the 
financial year to which that budget relates. 

3. The Act requires that the Bill be accompanied by a  memorandum  explain- 
ing- 
3.1 How the Bill takes  account of each of the matters  listed in section 

214(2)(n) to ( j )  of the Constitution: 
3.2 The extent to which account was taken of any recommendations of the 

Financial and Fiscal Commission  ("the  FFC")  submitted to the  Minister 
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. 

4. The Bill is introduced in compliance with the requirements of the  Constitution 
and the Act as set out in paragraphs 1 and 2 above. 

5 .  The memorandum referred to in paragraph 3  above will be attached  as 
"Annexure E" in the Budget Review which will be made available on Budget 
Day. 

6.  The allocations  contemplated in section 214( 1) of the Constitution  are set out 
in 7 Schedules to the Bill. namely- 
6.1 Schedule 1, which sets out the respective shares of revenue  anticipated to 

be raised nationally in respect of the national,  provincial and local 
spheres of government: 

6.2 Schedule 7 ,  which sets out the respective shares of each  province from 
the equitable  share of the provincial sphere of government: 

6.3 Schedule 3. which deals with respective  shares of each  municipality 
from the  equitable  share of the local sphere of government; 

6.4  Schedule 4. which sets  out allocations for  general  and  nationally- 
assigned functions: 

6.5 Schedule 5. which sets out  specific-purpose  allocations to provinces 
only; 

6.6 Schedule  6 and 6A which set out specific-purpose  allocations to 
municipalities only: and 

6.7 Schedule  7 and 7A. which contain indirect and special  allocations to 
provinces and municipalities, respectively. 

7. The Bill builds on the provisions of the Division of Revenue  Act, 1,002 (Act 
No. 5 of 2002) ("the Division of Revenue  Act") and seeks to enhance 
transparency and certainty in municipal transfers and budgets.  Given the 
improved  functioning of the intergovernmental fiscal transfers System as a 
result of  reforms introduced in the previous Acts,  this year's Bill does not 
propose material  changes to the Division of Revenue  Act. It mainly amends 
those  sections  affecting the local government's  allocations to take account of 
the early publication of municipal allocations. 
7. I The Bill provides for the allocation of local  government  equitable  share 

as set out in Schedule 3, which allows. for the first  time, for the 
publication of divisions per municipality when the  annual  Budget is 
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tabled. Clause 5 has been adjusted accordingly in order to reflect the 
early publication of local government allocations. 

7.2 Clause 5 of the Bill provides for the delaying of equitable shares to 
municipalities if they fail to provide basic budget information.  This 
provision is aimed at ensuring that municipalities provide basic  budget 
information  indicating how they are  catering  for  the  provision of basic 
services. 

7.3 The Bill also  recognises  the  service authority role of municipalities. and 
requires  a  public entity providing  services to a  municipality to do so only 
if it complies  as an "external mechanism" in terms of the Municipal 
Systems  Act. 

7.4  Clause 17 of the Bill also requires provinces to publish  information on 
their own allocations to local government when they table  their  budgets. 

8. The following is a brief summary of the Bill: 
Clause I contains the relevant definitions: 
Clause 2 sets  out the object of this  Bill, which is essentially the promotion of 
co-operative  governance in intergovernmental budgeting: 
Clause 3 provides for the  equitable  division of revenue  anticipated to be raised 
nationally among the national. provincial and local spheres of government as set 
out in Schedule 1; 
Clause 4 pro\ides 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: 
CZause 5 provides for local government's  equitable  share of revenue and the 
determination of each  municipality's  share of that revenue: 
Clause 6 determines  what must happen if actual revenue  raised  falls  short of 
anticipated  revenue  for the financial year; 
Clause 7 provides for other  allocations to provinces and municipalities from  the 
national government's  equitable  share, as set out in Schedules 3,4,  5. 6,  6A, 7 and 
7A to the Bill: 
Clause 8 provides  for  transfers to public  entities; 
Clause 9 provides for the process of dealing with allocations to provinces and 
municipalities. which are not set out in the Schedules  referred to in clause 7 of the 
Bill: 
Clause 10 provides  for  a  provincial  government to submit  information in respect of 
the  infrastructure  allocation  for  construction. maintenance and  rehabilitation; 
Clause 21 to 13 provide  for  municipal  infrastructure  and  capacity  building 
allocation and a  process  for transferring assets to municipalities: 
Clause 14 fo 20 set out the responsibilities of accounting officers, provincial 
treasuries. the Director-General: National Treasury and the Auditor-General; 
Clause 21 provides  a  framework  for the delay in payment of allocations in the 
event of non-compliance with conditions to such allocations or underspending: 
Clause 22 provides for the steps which must be taken and the factors which must 
be considered  before an allocation may be withheld  from  a  province or 
municipality: 
Clause 23 allows  for  reallocations between municipalities: 
Clause 24 requires that an allocation set out in Schedule 3 or 4 or 5 or 6 or 6A or 
7 or 7A only be utilised for its purpose and subject to its conditions: 
Clause 25 provides  for the correction of any allocation in error: 
Clause 26 provides that an allocation to a municipality with weak  administrative 
capacity must be transferred to a  stronger district municipality for its  benefit; 
Clause 27 allows  for  funds to follow functions or obligations  and  requires  that no 
financial obligation may be  imposed on a municipality without  its  concurrence; 
Clause 28 provides for the  amendment of a payment schedule and transfer 
mechanism by the  Director-General:  National  Treasury; 
Clause 29 enables the Director-General: National  Treasury to exempt an 
accounting officer from  reporting  requirements  and  other  responsibilities; 
Clause 30 provides that non-compliance with this Act  constitutes financial 
misconduct; 
Cluuse 31 provides  for responsibility for costs  incurred for litigation  in violation of 
the  principles of co-operative  governance and intergovernmental  relations; 
Clause 32 provides  that any act performed prior to the commencement of this Act 
and in fulfilment of its objects will be  deemed  as  having been done in terms of this 
Act's  provisions; 
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CZuuse 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 Act; 
Clause 34 makes provision for the repeal of the Division of Revenue Act. 2002. and 
the  amendment of a provision of that Act: 
Clause 35 sets out the short title of this Act. 

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 affects the financial interests of the  provincial  sphere 
as contemplated in section 7614)(b/ of the Constitution. 



42 

EXPLANATORY 
ATTACHMENTS 

Page 

1. Explanatory  Memorandum to the DijGsion  of Revenue 
("Annexure E'.) ........................................................................ 43 

2. Appendix El :  Frameworks  for  Conditional  Grants to 
Provinces ................................................................................... 76 

3. Appendix E2: Frameworks  for  Conditional  Grants  to 
Local Government ................................................................... 105 

3. Appendix  E3:  Schedule  6  Allocations  (Recurrent  grants) to 
municipalities by National and Municipal  Financial Year .... 120 

5. Appendix  E4:  Schedule  6A  Allocations  (Infrastructure  grants) 
to municipalities by National and Municipal 
Financial Year ......................................................................... 13 1 

6. Appendix  E5:  Schedule 7A Allocations  (Indirect  grants)  to 
municipalities by National and Municipal  Financial Year .... 153 

7. Appendix  E6: Total Allocations by National and 
Municipal  Financial Year: Equitable share  (Schedule 3) + 
Recurrent  (Schedule 6) + Infrastructure  (Schedule 6A) + 
Indirect  Grants  (Schedule  7A) ............................................... 164 

8. Appendix  E7:  Underlying Statistical Data for  the 
Local  Government  Equitable  Share  Formula ........................ 175 



43 

EXPLANATORY  MEMORANDUM 
TO THE DIVISION OF REVENUE 

(“Annexure E” of Budget Review) 



44 

EXPLANATORY MEMORANDUM TO THE 
DIVISION OF REVENUE 

Background 

The allocation of resources to the three  spheres of government is a critical  step in the 
budget process. required before National Government. nine provinces and 284 
municipalities can determine  their own budgets. The process for making  this  decision is 
at the heart of co-operative  governance as envisaged in the Constitution of South  Africa. 

It is a  Constitutional  requirement  (Section 214( 1)) that an annual Act of Parliament 
must determine the equitable division of nationally raised revenue between the national, 
provincial and local spheres. the equitable division among the nine  provinces of the 
provincial  allocation. and an). other allocation from the national sphere to provincial and 
local governments. Section 214(2) details criteria to be taken into  account in 
determining the division of revenue and indicates  the consultation process necessary 
before enactment of the Division of Revenue Bill. 

The 1 1 z t e ~ ~ o ~ ~ e ~ ~ ~ ~ ~ z e l z r ~ l  Fiscal Relarims Act (Act  97 of 1997) gives effect to section 
114 of the Constitution by establishing the forums and processes for consultation. It 
establishes the Budget Council and Budget Forum as consultative  intergovernmental 
forums with provincial and local governments respectively. The Act outlines  various 
consultation processes (sections 9, lO(3) and lO(4)) that should precede the tabling of 
the Division of Revenue Bill. including the consideration of recommendations of the 
Financial and Fiscal Commission (FFC). 

Section lO(5) of the Irztergo~~er7zmerztal Fiscal Relations Act requires that when the 
Division of Revenue  Bill is introduced to Parliament, an explanatory  memorandum 
should accompanj' it. It must explain how the Division of Revenue Bill takes  into 
account the considerations listed in Section 214(2)(a) to ( j )  of the  Constitution, 
Government's  response to the recommendations of the FFC (on the vertical division. 
equitable  share and other  allocations). and the assumptions and formulae used to effect 
divisions  among  provinces and municipalities. 

This document is the  explanatory  memorandum to the 2003 Division of Revenue Bill. 
It expands on the Division of Revenue Bill and Budget  as tabled on 26 February 2003. 

It has five parts: 
Part 1 is a  summary of how the Bill and the division of revenue  take  account of 
Section 113iZ)(a) to ( j )  of the Constitution. 
Part 2 sets out how the FFC's  recommendations on the 2003 Division of Revenue 
have been taken into  account. 
Part 3 outlines the fiscal framework that informs the division of revenue between 
the three spheres of government. 
Part 4 expands on  all provincial grants.  providing an explanation of the formulae 
and criteria for the equitable division between provinces of the provincial 
equitable share and conditional  grants. 
Part 5 expands on all local government grants. providing an explanation of the 
formulae and criteria for dividing the local government equitable  share and 
conditional grants  among  municipalities. 

The Division of Revenue Bill and its underlying allocations are  the  culmination of 
extended  consultation  processes. The Budget  Council, made up of the  Minister of 
Finance and the nine provincial Members of Executive Council (MECs) responsible for 
Finance.  deliberated on the issues discussed in this memorandum at its  annual  Lekgotla 
on 13-23 August 2001 and at meetings of 19 July, 3 and 10 October 2002. Consultations 
over the local government  share allocation involved a Joint MinMEC with local 
government held on 1 1  August 2002. and several technical meetings that included the 
South African Local Government Association (SALGA) and provincial associations. All 
these  consultations  culminated in a meeting of the Budget Forum (Budget  Council  plus 
SALGA) on 3 October 3002. Representations by the FFC were made at these  meetings 
of the Budget Council and Budget  Forum. The Ministers'  Committee on the Budget, 
composed of National  Government  Ministers, deliberated on the division of revenue 
before  forwarding  recommendations to Cabinet for  consideration. An Extended 
Cabinet,  involving  Cabinet  Ministers,  provincial  Premiers and the chairperson of 
SALGA, was held on the 16 October  2002 and agreed on the final budget  priorities and 
the division of revenue  consistent with these priorities. 

The 2003 Division of Revenue  Bill  sets out the  division of revenue as agreed  through 
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the consultative  processes explained above, while this memorandum  elaborates on the 
policy priorities, and legal and economic  criteria  which  inform  the  division. 

This  memorandum does not discuss the utilisation of this revenue by provincial and 
local government. This information will only be available  after  they  have tabled their 
budgets. The 2003  Intergot!ernmentul Fiscul Review (published in the first week of 
April), will examine budget trends in the 2003 provincial  budgets, as well as  the 2002 
municipal budgets. It will also provide sectoral  information for key  concurrent  functions 
like school education, health, social development,  housing,  roads,  water  and electricity. 

The 2003  Intergovernmental  Fiscal  Review (IGFR) is being printed  earlier to assist 
Parliament and provincial  legislatures to conduct more  comprehensive  budget  hearings 
for key concurrent  sectors. Apart from the many hard copies to be printed, the IGFR will 
be available on the National Treasury website www.treasury.gov.za. Other  relevant 
documents to this  memorandum,  including the Budget  Review  2003 (particularly 
chapters 6 and 7), the 2003 Division of Revenue  Bill and all its  Schedules.  allocations 
per province and per municipality for all grants, and the frameworks for 311 conditional 
grants, will also  be available on the National Treasury website. 

Part 1: Taking account of factors set out in the Constitution 

Section 2 1 1  of the Constitution requires that the annual Division oj’RevenLce Act be 
enacted only after  account is taken of factors in sub-section 214(2) (a )  to I j )  of the 
Constitution. These include national interest. provision for debt. needs of 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 predictability. 

Chapters 2 to 6 of the 2003 B~ldget Review set out in detail the economic and fiscal 
policy considerations.  revenue issues. debt and financing considerations and expendi- 
ture plans of government. Aspects of provincial and local government financing are 
discussed in chapter 7. The constitutional  principles  taken into account  in  deciding on 
the division of revenue  are briefly noted below. 

National interest and the division of resources 

The national  interest is encapsulated by those governance  goals  that benefit the nation 
as  a whole. The policies  and  programmes that give effect to these  goals  include the 
development of a  stable  macroeconomic  environment,  strong  economic  growth. and an 
efficient public service. It also encompasses policy objectives such as reducing 
inequality. unemployment,  crime, poverty and vulnerability, thus  contributing to a better 
quality of life  for all South  Africans.  Programmes  directed  towards  these  purposes cut 
across all spheres of Government  and  are largely coordinated by National  Government. 

Provision for  debt  costs 

The resources shared  among the three spheres of Government  include  proceeds  from 
National Government borrowing used to fund  spending by all spheres.  National 
Government  provides  for the resulting debt  costs as a tirst obligation. to protect the 
integrity and  credit reputation of the country. 

National Government’s needs and interests 

The Constitution  assigns  exclusive and concurrent  powers  and  functions to each 
sphere of government. National Government is exclusively  responsible  for  functions 
that serve the national  interest  and  are  best  centralised, like national  defence.  foreign 
affairs. the  criminal justice system,  home affairs, higher  education,  national tax 
collections and certain  economic services. For the  division of revenue,  national 
government  priorities were taken into account. These include  crime prevention, 
improved  court  administration,  security  infrastructure  and  increased  international 
commitments.  particularly related to the New Partnership for Africa’s  Development 
(NEPAD) and the  African Union (AU), land restitution  and  reform,  higher  education, 
promoting  infrastructure  investment and industrial  development, and improved  services 
to citizens. 
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Provincial and local government basic seurices -. 
Provinces and municipalities  are  assigned key delivery functions such as school 

education, health. social development,  housing,  roads,  provision of electricity, water and 
municipal infrastructure. They  have significant autonomy to allocate resources to meet 
basic needs and respond to provincial and local  priorities,  whilst at the same time  giving 
effect to nationally agreed priorities. 

The division of revenue provides  equitable shares  to provinces and local government. 
This  year’s division of revenue  takes  explicit  account of cost pressures relating to 
extending social security grants,  increasing  spending on professional personnel with 
scarce skills (for example  doctors,  pharmacist in the health sector) and stepping up 
provision of critical inputs  such as textbooks, stationery and medicines  in  education and 
health. Further. the division of revenue  allows for the phased extension over the next 
three years of the child support grant to children up to their 14th birthday. The phased 
extension of the Child Support  grant is funded  through a conditional grant administered 
by the national Department of Social  Development. The division of revenue also 
reinforces  government’s  commitment to the expansion of free basic services at the 
municipal level. In this regard it introduces a further  supplementary  free basic services 
component in  the local government  equitable  share  allocation.  for provision of free basic 
electricity and water to poor  households. 

Fiscal capacity and efficiency 

The Constitution assigns the primary government  revenue raising power to the 
national sphere.  Despite the promulgation of the Provincial Tar Regulation Process Act 
(no 53 of 2001), provinces still have limited revenue raising capacity relative to the 
resources required to deliver  provincial  functions that do not lend themselves to 
seif-funding or cost recovery. Local  governments finance most of their expenditure 
throush property rates. user  charges  and  fees. It is recognised. however, that rural 
municipalities raise significantly less  revenue than the urban metro municipalities. To 
compensate  for this, provinces  receive the largest  share of nationally raised revenue,  and 
local  government a substantial  portion. 

Fiscal efficiency indicators  are still being  developed, as budget  and  expenditure 
classifications  are  standardised to allow for comparisons between various governments. 
The implementation of the Public  Finance  Management Act has improved the fiscal 
efficiency of provincial governments,  and  the  pending  promulgation of the Municipal 
Finance  Management  Bill is expected to do  the  same  for municipalities  over the next 
few years.  Once  more  accurate  data on these indicators  become  available it will be 
possible to take more  explicit  account of these in the  determination of the division of 
revenue. 

Developmental needs 

Developmental needs  are  encapsulated in the equitable  share  formulae for provincial 
and local government and in specific conditional  grants. In particular. the  various 
infrastructure  grants and growing  capital  budgets aim to boost the economic and social 
development of provinces and municipalities.  Developmental  needs  are  accounted  for at 
two levels: firstly, in the determination of the division  between the three spheres,  which 
explains the strong  growth in the provincial and local government  shares of nationally 
raised revenue. and secondly, in the determination of the division within each  sphere, 
through the formulae used for dividing  national  transfers  among municipalities and 
provinces. 

Economic disparities 

Both the equitable  share and infrastructure  grant  formulae  are redistributive towards 
poorer provinces and  municipalities because of the economic and demographic 
disparities between and within provinces and municipalities. In particular. Government 
has increased allocations to invest in economic  infrastructure like roads, and social 
infrastructure  like  schools,  hospitals and clinics,  in  order to stimulate  economic 
development and job creation,  and  address  economic  and  social disparities. Further, the 
extension of the child support  grant to children up to 14 years will greatly assist in 



47 

alleviating poverty. The prioritisation of nodal areas in the allocation of local 
government grants seeks to address disparities  among local authorities. 

Obligations in terms of national legislation 

While the Constitution  confers  autonomy on provincial governments to determine 
priorities and allocate budgets. National Government  retains  responsibility for policy 
development. national mandates and the monitoring of implementation for concurrent 
functions. New national  mandates and priorities result in increased  allocations to 
provincial and local government  over the 2002 MTEF baseline allocations. In particular. 
the 2003 MTEF and division of revenue provides funding for statutory obligations 
relating to social security grants - both increases in grant values and the phased 
extension of the age limit for the child support grant to children until they turn fourteen. 

Predictability and stability 

Provincial equitable  share  allocations are based on  estimates of nationally raised 
revenues.  These  allocations are protected. In the event that nationally raised revenue 
falls short o f  the ebtimates. the equitable share will not be adjusted  downwards. 
Alocations are assured (voted. legislated and guaranteed) for the first year and are 
transfzrred according to a payment schedule. In order to contribute to longer term 
predictability and stability. forward estimates for a further  two  years  are  published 
alongside the annual proposal  for  appropriations. For the first time. the allocations  per 
municipality are also published with the Division of Revenue Bill. The Bill also  requires 
provincial governments to publish all their grants to local government  per municipality. 
This will enable  municipalities to incorporate all national and provincial  grants in their 
budgets. 

Need for flexibility in responding to emergencies 

Government has flexibility to respond to emergencies  through  a  contingency  reserve 
that provides a  cushion  for  “unforeseeable  and  unavoidable”  expenditure.  Sections 16 
and 25 of the Public Firzame Management Act make specific provision in relation to 
allocation of funds to deal with emergency  situations while section 30(3) deals with 
adjustment  allocations in respect of unforeseeable and unavoidable  expenditure. 

Part 2: Response to the  Financial  and  Fiscal  Commission recommen- 
dations 

Section 214 of the Constitution and Section 9 of the Itzter,ovenltnetztal Fiscal 
Relariotzs Act (Act 97 of 1997) require the Financial and Fiscal Commission (FFC) to 
make recommendations on the division of revenue. Under the Act. the FFC  submits its 
recommendations to the Minister of Finance. Parliament and provincial  legislatures ten 
months ahead of the financial year. or later as may  be agreed between the Minister of 
Finance and the FFC. 

The FFC tabled proposals for the 2003 Budget in Parliament on 30 April 2002 in 
Fitlnrlcid und Fiscal Commission Submission: Division of Revenue -3003 - 2004. The 
provincial proposals  were presented to the Budget Council  meeting of 17 May 2002 by 
the FFC. and  discussed at the Budget Council  meetings of 19 July, 22-24 August and 
3 and 10 October 3002. The local government proposals were discussed  at the joint 
Finance and Local Government MinlMEC of 12 August 2002 and the Budget Forum of 
3 October 2002. The extended  Cabinet meeting of 16 October 2002 considered national 
Government’s  response. 

The FFC presented  its proposals on provincial government, on local government,  and 
proposals on crosscutting  equitable  share issues. Most of these do not have  immediate 
implications for  the 2003 Budget,  as they are either of a general  nature or require  more 
research or time to investigate or implement.  Some of the proposals  are  summaries of. 
and work in progress  arising  from proposals made to Parliament  during 2001/02. 

The proposals can  be  divided into the  following: 

Provincial government  proposals: 
Provincial  Own  Revenue  Sources 
Provincial Tax Regulation  Process Bill (2001) 
Early childhood  development  funding 
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Implications of HIV/Aids for H e a l W e l f a r e  and  Education  sectors 

Framework  for  Comprehensive  Social  Security  Reform 
Primary Health Care +. 

Local government proposals: 
Division of powers  and  functions between district  and  local  municipalities  (July 

Restructuring of the electricity  distribution  industry 
Municipal borrowing  and  municipal finance markets 
Municipal Finance  Management  Bill 
Remuneration of municipal  councillors  (July 2001) 
Measurement of Revenue  Raising Capacity. 

2001) 

Cross-cutting proposals: 
Review of the Intergovernmental  System 
Central  Contingency  Reserve 
Assessment of Disaster  Management Funding. 

Summary of each proposal and  Government’s response 

Provincial  government proposals 

FFC proposals on Provincial Own Revenue Sources and the Provincial Tar 
Regulation Process Bill 

The FFC  makes two proposals on provincial  own  revenue. Firstly, it notes that the 
relative  decline  in  provincial  own  revenue  has, to a certain  extent, been the result of 
management and technical-capacity  problems.  It  identifies  some of the obstacles, and 
notes that the possibility of improvement  exists, particularly if reforms  already 
implemented in  some provinces  spread to others. The reforms  include  better 
data-management  systems, financial management,  regular review of fees, tariffs and 
fines, incentives  and  monitoring. 

Secondly, in a 2001  submission,  the FFC recommended that the provincial Tax 
Regulation  Process  Bill  ounht to have: 

Y 

Specified criteria  against  which the Minister of Finance would assess  provincial 
tax proposals 
Clarified the  implications and procedures  relating to capacity  limitations of the 
South  African  Revenue Service (SARS)  in  advance 
Allowed provinces  maximum flexibility in determining tax rates within tax rate 
bands 
Included guidelines with regard to tax room  and  equalisation  measures,  where 
certain taxes  have  implications for the equitable  share  revenue pool 
Specified regulations for dispute  resolution,  especially  where a province may fail 
to reach an agreement with SARS on certain tax proposals 
Included a clause  for  dealing with the  impact on local  government finances of a 
proposed provincial tax or surcharge. 

National government’s response to the FFC proposals on Provincial Own  Revenue and 
the Provincial Tax Regulation  Process  Act 

National  Government  notes the problems  identified by the FFC on the  collection of 
revenue by provinces.  Many of these  problems  have been raised in the 2001 
Intergovernmental Fiscal Review and Budget  Council. A revenue  task team was 
formed,  and  resulted in the implementation of some of the proposals made by the  FFC. 
All provinces now regularly review  their  fees  and tariffs. However,  National 
Government  recognises  the  need for more  improvements, particularly in the  area of 
motor  license  fees  and road trafiic enforcement. This includes  the  better  use of the 
National Transport  Information System (Natis)  and  its  interface with the  provincial  and 
national financial management  system  (BAS),  and  the  need for proper  contracts with 
municipalities  registering  motor  vehicles  and  enforcing traffic laws.  A  revenue 
classification project has also been  initiated to ensure that all revenue  collected is 
properly classified, and reconciled,  with the financial management  system.  A  further 
area of improvement is in revenue  projections for  own revenue. Further  improvements 
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will be effected on an on-going basis, as provinces  improve  their  monitoring  and 
collecting capacity. 

The second  proposal of the FFC on the Provincial Tax Regulation  Bill  relates to a 
2001  submission. The Bill was passed by Parliament in that year, and proclaimed into 
law on 10 December 2001. Before. and during,  the  hearings  in  Parliament to adopt  the 
Bill, proposals by the FFC were considered by National Government.  Many of the 
recommendations  were  accepted, and implemented. including  the  proposals on the role 
of the Minister of Finance and SARS with regard to a  provincial tax, and  procedures for 
dealing with disputes. 

Some of the recommendations could not be taken into  account in the Act  because the 
Act  does not deal with specific provincial taxes, but with the process to approve tax 
proposals by provinces.  These  recommendations  (for  example to what  extent  a  province 
has tax discretion to determine tax rates, the impact of a tax on local  government) will 
be considered for specific provincial taxes, as and  when they are proposed and 
considered, by the Minister of Finance. Further, the comments of the FFC will also be 
taken into account when any specific ta?; proposal is considered. 

The Act does not stipulate which taxes provinces can or cannot impose. as  provisions 
on this matter are contained in the Constitution. In deciding on the  feasibility of a tax. 
the Minister of Finance will examine the anticipated  impact of a specific tax on 
government’s  macroeconomic policy objectives and the implementation  mechanisms 
contained in the proposal.  Decisions on the administrative feasibility, or otherwise, of a 
specific tax would also  be informed by an assessment of the capacity of SARS.  The 
assessment of the anticipated  macroeconomic impact and  appropriateness of implemen- 
tation mechanisms  can only be done  once  a  proposal is made,  and  cannot be stipulated 
in advance. Similarly. the administrative feasibility (largely  a  matter  between SARS and 
the province(s)  concerned) can only be determined  after  a tax proposal is made. 

FFC proposal on Early Childhood Development Funding 

The FFC  proposes that the current  conditional grant funding  arrangements for Early 
Childhood  Development  (ECD)  continue until ECD can  be fully incorporated into the 
provincial  equitable  share formula. The FFC will consider ECD funding  issues in its 
review of the  provincial  equitable share formula. 

National government5 response to the FFCproposal on Early Childhood Development 
Funding 

As  indicted in the 2002 Budget, conditional grant  funding for  ECD will cease at the 
end of 2003/04, and the programme will become part of the  equitable share  to provinces. 
Government  agrees  that, in future, the equitable  share  formula  should  attempt to capture 
funding for  ECD more explicitly. The increase in the baseline provincial  equitable  share 
of the forthcoming MTEF period takes account of the phased roll out of ECD. 

FFC proposals on implications of HIV/Aids for Health, Welfare and Education  Sectors 

The FFC  reiterates its previous recommendation that conditional  grants remain the 
most appropriate  mechanism  for targeting spending on HIV/Aids. It proposes that the 
development of a  suitable data and information base for long-term  projections on 
HIV/Aids  be  prioritised. 

National  government’s response to the  FFC  proposals on implications of HIV/Aids for  
Health, Welfare and Education Sectors 

Whilst  agreeing  with  the  thrust of the  proposal,  including  the impact  on provincial 
health  budgets  and  the  problem of hidden costs,  Government, however, is of the opinion 
that  earmarked  funding  for  HIV/Aids is only appropriate for limited  aspects of 
HIV/Aids  related  spending, such as the prevention of mother to child  transmission  and 
Home based  care  and  awareness  programmes.  Other  aspects of HIV/Aids  expenditure 
such as treatment of opportunistic  infections,  cost of hospitalisation,  which  are hard to 
isolate, are better  funded through the equitable  share. The problem of poor  information 
identified by the FFC makes the task of separating  conditional  grant  funding from the 
equitable share  an  even harder task. While  supporting  the view that  conditional  grant 
funding for conditional  grant-funded  HIV/Aids  programmes  be  increased,  Government 
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is also of the view that unconditional f u a n g  to provinces  should be increased to 
reinforce relevant HIV/Aids  programmes  funded ‘ h m  own provincial revenue. 
National  Government also agrees that a  strong  information base is necessary to design 
and implement more egective programmes to treat,  and  contain,  HIV/Aids. 

FFC proposals on Prirnan Health Care 

On the primary health care  package the FFC lists the following  issues  for 
investigation: 

the need for reliable  data on spending for primary health care 
the role of the private sector and local government 
a thorough analysis of the implications of any decentralisation to local 

the extent to which primary health care  services  correspond with constitutionally 
government 

mandated basic health services. 

National government k response to the FFC proposal on Primary Health Care 

Since  there are no specific proposals on primary  health care. National  Government 
notes the area for further work identified. This will be taken into account  for  further 
investigation and consultation with key stakeholders. 

FFC proposals on the Framewosk for Comprehensive  Social Securih Reform 

The FFC proposes that the  following  guidelines be used to assist interested 
stakeholders in reviewing the Comprehensive Social Security Revielv Report : 

principles and criteria that may be used 
background  and  contextual  information  requirements 
range of services that might be encompassed 
financial and administrative  frameworks for implementation of social security 

For the interim the FFC  reiterates  its  proposals that old  age  and veteran pensions  be 
budgeted and administered by National  Government. In the  medium- to long-term, it 
believes that social security should  be  a  national  responsibility  administered  through  the 
establishment of a national  social  security agency. Among other  functions, the  core 
business of the agency would be the payment of old age and child  support  grants. 

policy. 

National government’s response to the FFC  proposal on the Framework for 
Comprehensive Social Securi? Reform 

Building on the Comprehensive Social Security  Review, Cabinet  has in principle 
approved  the  establishment of a public entity in the national  sphere to administer  and 
pay social  grants. A Transition  Committee.  under  the  leadership of the  Department of 
Social  Development, is currently  working to advise  Cabinet  further on the implications 
of such a  step.  Final  approval of such an entity may entail the complete  shift of 
responsibility for  social grants to the  national  sphere. 

In the interim, while institutional  arrangements  are  being finalised, the bulk of social 
grants will continue to be  funded through the  provincial  equitable  shares  for the 2003 
Budget and administered by the provincial  sphere. The review of the  equitable share 
formula next year will consider  funding  social  grants  separately,  either as a conditional 
grant or transfer on the budget of the National  Government,  depending on the final 
decision on the role of the national public entity. 

Government also recognises the significant pressure on provincial  budgets  due to the 
child support  grant, and has therefore significantly increased the equitable  share 
allocation to provinces over the MTEF. These increases  also  take  into  account  the  grant 
increases announced by the Minister of Finance in the Budget. Further, from 2003/04. a 
new conditional grant, the child  support  extension grant. has been created to fund the 
phased extension of the child  support  grant to 7-13 year old  children. The funding for 
children less than seven years is included in the equitable  share grant. 

Local government proposals 

Two of the  FFC  proposals  deal  with  significant  restructuring of local government. 
These relate to the division of functions  between  local  and  district  municipalities (made 



51 

in 2001, but to which  National  Government was not in a  position to respond in time for 
the 2002/03  Budget)  and the restructuring of the electrification  industry  (EDI). Both 
these reforms will have significant fiscal implications for the local  sphere.  However, 
work on revising  the fiscal framework can only  commence now that the division of 
functions of category B (local) and C  (district) municipalities have  been finalised. Much 
of this work will require additional information on municipal  budgets and actual 
spending  for key functions in electricity, water, sanitation and municipal  health, as well 
as for all other  local  government  functions. National Government is therefore not in a 
position to respond to any proposals on the fiscal framework. 

Given the impending restructuring of the electrification industry. the finalisation of 
the reconfigurations of functions of category B and C  municipalities,  and  the  imminent 
publication of  Census 2001 results. National Government is proposing a comprehensive 
review of the local  government fiscal system.  This would include a review  assessing 
whether current  revenue raising powers match the functions of various  categories and 
types of municipalities, the tax-raising powers of local government  and  their  assignment 
within the local sphere, the  future of the  RSC  levies, the feasibility of implicit or explicit 
municipal levies on key municipal services like electricity and water, and the division of 
fiscal powers  between  category  B and C municipalities. The review will also  include the 
formulae for the equitable share. and conditional, grants. It  is anticipated that this review 
will be completed in time for the 2004 Budget. 

The National  Treasury will consult key stakeholders  for the review. including national 
departments (Departments of Provincial and Local Government,  Mineral  and Energy. 
Water Affairs and Forestry), SALGA  and the FFC. The Budget  Forum and Cabinet will 
consider the proposals  for  implementation in the 2004 Budget. 

The response of National  Government to the 2003104 proposals of the FFC on local 
government is therefore an interim measure. taking account of urgent revisions on 
current  grants. Some major proposals are also being implemented,  including  the  creation 
of a  consolidated  municipal  infrastructure grant (MIG). National  Government is 
finalising the governance  arrangements  for  the  MIG  grant,  which is expected to take 
effect around October  2003. 

FFC proposal on  the Division of Municipal Powers urzd Fwzctions 

The FFC proposes  that the following two principles  inform the division of powers and 

Existing  local  government policy should inform the division of powers and 
functions. Hence local municipalities  should  be  responsible  for the delivery of 
municipal  services, and district municipalities should be responsible  for 
district-wide and support  functions, 
Issues of redistribution should not determine the division of powers and 
functions  between local and district municipalities. given the  primary  role that 
National  Government  should play in funding  redistribution. 

functions  between  district and local municipalities: 

The FFC  further  proposes that: 
District municipalities  should be the service authorities for municipal health 
services. except where efficiency considerations  dictate  otherwise 
District municipalities play no role in the  distribution of electricity 
Local municipalities should be the service authorities  for water and sanitation 
services. and  district municipalities should be responsible for sanitation 
promotion (as part of their municipal health function) 
Both district  and local municipalities be empowered to operate municipal 
enterprises such as abattoirs and fresh produce markets. District  municipalities 
should bear responsibility  for regulating the public health  aspect of these 
enterprises. 

National governmentk response to the FFC proposal on the  Division of Municipal 
Powers and Functions 

Government  agrees with the FFC that local municipalities should  be  responsible for 
the delivery of municipal  services and that district municipalities  should be responsible 
for district-wide  functions.  Government  also  agrees that redistribution  issues  should not 
be a factor in determining the division of functions  between  category B and C 
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municipalities. as this is primarily  the role &National  Government when determining 
the grants  framework for local government. .. 

The proposals on the responsibilities  for  local  municipalities  for water, sanitation and 
electricity. and the proposal that districts  should not play any role in electricity 
distribution.  are  supported by National  Government.  Government  also  supports  the 
proposal that district municipalities be responsible for municipal health services, as 
these mainly comprise environmental  health  services  and not primary health  care  (which 
is the responsibility of provincial  governments). 

The national  executive (Cabinet) zpproved the division of the  above  four  functions. 
after the Minister for Provincial and Local  Government  completed his consultations 
with provincial Local  Government MECs and SALGA. As a result, the Minister 
gazetted the new division of the four ”national” functions (electricity, water, sanitation, 
health) on 3 January 7-003 Gazette  number 24228. The gazetted  functions differ from the 
general approach of the FFC,  as  provincial  and  local  government  comments have been 
taken into account. As a  result, the functions that will be  performed differ from region to 
region. An asymmetrical  approach has been adopted  for water and sanitation. Where 
there are marked district-wide  service  delivery  backlogs and inequities. the approach is 
for the district to retain the service authority function. In these instances. local 
municipalities (category  B) will be regarded as  potential  service providers only. and 
(where agreed with the district municipality) will receive  funding to perform such 
function from the district municipality. The national  Department of Provincial and Local 
Government (DPLG) is also  holding  workshops in all  provinces to explain how the 
newly-gazetted division of functions are to be implemented. 

The  implications of Gazette 24225 require  adjustments  in 2003/04 in the equitable 
share  allocations to category  B and C  municipalities to ensure  appropriate  alignment 
with the revised division of functions. The allocations  in  Schedule 4 of the  Division of 
Revenue Bill have taken the new division of functions  into  account. 

FFC proposal on Restructuring of the  Electricity  Distribution Industn (EDI)  

The FFC makes detailed  proposals on the restructuring of the electricity  distribution 
industry. Their proposals  are mainly centred on funding  proposals, efficiency gains  and 
consolidated billing systems for municipalities. 

The . 
. 
. 
. 

. 

. 

. 

. 

. 
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funding  issues raised by the FFC include that: 
No stakeholder  should  experience  deterioration  in  its  circumstances  owing to the 
restructuring  process,  unless  this is an explicit  policy  decision 
Tariff support to low-income  consumers  be financed primarily by a national grant 
to Regional  Electricity  Distributors  (REDs) for  the provision of free electricity, 
and to a  lesser  extent by a consumer cross-subsidy 
Capital electrification for  low-income  consumers be financed by National 
Government. and provision for this should  be made in  the MTEF estimates 
The local government  levy be made  available to all municipalities: 

Municipalities be allowed to  set the levy up to a maximum  level 
The possibility of allowing a higher cap  for distributing municipalities 
should be investigated, so as to take  account of the net loss experienced by 
some  municipalities. 
The local  government levy should not be phased  out unless fiscal 
mechanisms  are in place to fully compensate for the loss of revenue. 

The  cap of R2.4 billion placed on local  government  revenue be re-examined,  and 
given the increasing loss in receipts to local  government implied by the 
restructuring  process,  consideration  should  be  given to regular increases to the 
absolute cap on local government  revenue. 
Consideration  be  given to introducing  a “local government levy” for large 
customers imposed by National  Government  and  disbursed through the local 
government  equitable  share. 
The restructuring  process  focuses on compensation to municipalities  through the 
local government levy and not through  dividend  income. 
The REDs  structure  ensure that accountability for efficient service  delivery is 
promoted in a simple  and effective way. 
Municipalities be compensated for all losses  related to the transfer of electricity 
distribution to REDs. 
The advantages  and  disadvantages of retaining  consolidated  billing  systems  with 
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municipalities be carefully weighed, and measures should be implemented to 
retain the advantages. 
RED boundaries be co-terminus with municipal boundaries to ensure that 
residents of a  given municipality do not fall within different REDs and hence 
under different tariff structures. 
Implementation of any proposal be carefully phased-in owing to the integral role 
played by electricity provision in the system of local government finance. 

National government3 response to the FFC proposal 011 the  Restructuring of the 
Electricin.  Distribution lndustn I EDI) 

National Government agrees that restructuring of the electricity  distribution industry 
and the creation of REDs will have a major impact on local government finances. 
Government  has  committed itself to more  work in this area and put forward detailed 
proposals regarding both the funding  requirements and financial impact of the 
restructuring. The financial and fiscal implications for  each  municipality will be 
considered.  Government is therefore not in a position to comment in detail on the FFC 
proposals until nesotiations between key stakeholders are completed. and more detailed 
proposals put forward.  The allocations for the 2003 Budget do not take into account the 
impact on municipalities of electricity distribution restructuring. 

Government supports a broad and comprehensive  approach to the funding of the 
restructuring of electricity  distribution industry. It agrees that municipalities need to be 
compensated for any significant loss in their revenue  stream.  and that this  should be 
done in a  fair  and  consistent manner. 

National Government notes the proposal on an imposition of a local government levy. 
and believes that such new funding mechanisms need to be investigated further, 
including the impact of a levy on large industrial  customers.  These  proposals will be 
considered  as part of the  comprehensive review of local government fiscal framework, 
and the impact of such local taxes on economic activity will be assessed. 

Cross subsidies  also need careful consideration. and should not be the automatic first 
choice  for  funding lifeline tariffs. The national grants  system will be designed to 
subsidise  poorer  households in this respect. Any cross subsidies  should not place an 
excessive burden on those paying for the cross subsidy. and should not vary significantly 
across the REDs. 

National  Government is also mindful that the advantages and disadvantages of 
retaining consolidated  billing  systems with municipalities  should be carefully weighed. 
and measures  should be implemented to retain current  advantages. It agrees that a key 
operational  issue is the impact on municipal billing of the restructuring of electricity. 
The Department of Minerals and Energy has  agreed  this  should  be  looked at in greater 
depth.  Government  does not. however, want to impose a uniform  solution on 
municipalities,  and it believes that a  range of options may be needed to ensure that each 
municipality can implement a solution that suits its needs. 

Lastly. the FFC proposes that the implementation of any proposals  should be 
sequenced  owing to the integral role played by electricity provision in the system of 
local government  finance and the somewhat  precarious financial state  and transitional 
nature of the local  government  sphere.  Government  agrees  that  the ED1 restructuring 
process needs to be camed out in a careful  and  phased manner. The timetable for the 
ED1 will ensure that the restructuring process does not cause any significant disruption 
to the finances or operations of municipalities. 

In the interim for the 3003 Budget, National Government has allocated  funds  for a 
minimum  level of electricity into the equitable  share  allocation to local government. 

FFC proposals on Municipal Borrowing and Municipal  Finance  Markets 

The FFC: 
Reiterates its proposal of last year that there be a  combination of market 
discipline  and  the rules-based approach  applied to the municipal  borrowing 
market 
Is of the view that there be a differentiated approach to the borrowing market, 
with classes of municipalities  being  treated differently according to objective 
criteria 
Is of the view that those municipalities that are able,  should  continue to issue 
bonds and access  other  forms of loan finance 
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Advises that municipalities that h w  no capacity to access debt  should be 
assisted through  deliberate policy measures to h M  their  creditworthiness. This 
objective  should  be  supported  through the capital  grants system and other 
appropriate  forms of funding and capacity  building. 

. 

National Governmenth response to the FFC proposal on Municipal Borrowing and 
Municipal Finance Markets 

Government  supports the FFC’s proposals on municipal borrowing. Given that the 
municipal borrowing  market is no longer as active as it was previously, a combination 
of market discipline and a rules-based  approach is supported.  This  approach is 
appropriate  as not all municipalities  are  able to borrow  from the private sector presently 
and in the foreseeable  future. 

There are two potential issues of concern in relation to poor municipalities and 
borrowing. 

Firstly, poor municipalities may not be  able to access  credit. National government’s 
view is that. over time, all municipalities  should  be able to borrow for capital 
infrastructure delivery. Borrowing is not appropriate  for municipalities that lack the 
management  capacity to plan and  borrow wisely. neither is it appropriate for 
municipalities that lack  stable  and  adequate  revenues  with which to repay loans. In order 
to help these municipalities,  Government  has a two-fold  strategy: (1) as more 
creditworthy  municipalities  increasingly  draw  capital  from the private sector, national 
grant  programmes can become  more  targeted at municipalities that are not able to attract 
private finance: and (2 )  as intergovernmental  transfers  are increasingly consolidated. 
and made predictable  over  time,  these flows can be leveraged  for borrowing. 

Secondly, poor municipalities may take on more loans than they can really sustain. 
Government’s  preference  has  been to rely on the discipline of the market to avoid 
over-borrowing by under-capacitated municipalities. The removal of explicit and 
implicit  government  guarantees  means that lenders  making risky or irresponsible  loans 
to municipalities will not be compensated by national or provincial  governments. This 
is expected to act as a powerful  deterrent to irresponsible  lending practices. Rules 
limiting  borrowing could also be formulated, and such options were considered in the 
development of government policy. One option  would be a rule limiting  debt  service to 
some  measure of potential  revenue. 

Government would welcome specific proposals from the FFC as to how municipali- 
ties should be differentiated in a way that does not distort  incentives, and clarification of 
the FFC’s view on what  should  be  done to make  credit  available to non-creditworthy 
municipalities,  without  giving  guarantees. 

FFC proposal on the Municipal Finance Management Bill, 2002 

The FFC proposes that the Bill should  allow for classification of municipalities 
according to objective  criteria,  with different provisions and regulations  applying to 
different categories of municipalities. It proposes  clearer  lines of accountability  between 
national,  provincial and local government, and the  need for a  careful balance between 
oversight and discretion,  and  inter  sphere  co-operation for the future. It also  proposes 
that the Bill  include  procedures to  be followed if municipalities  default on their  loans. 

National  Government’s response to the FFC proposal on the Municipal Finance 
Management  Bill, 2001 

The proposals of the  FFC  have been considered by both National Government,  and 
the Portfolio  Committee on Finance  during  its  hearings on the Bill in Parliament. Since 
the Bill has already  been  tabled, any final decision on any recommendation  resides  with 
Parliament rather than with national  Government. 

National  Government  agrees  with the FFC comments and has inserted new provisions 
in the Bill  dealing  with  the  strengthening of intergovernmental  relations  and 
co-operative  governance  between  the  spheres. The complex nature of the intergovern- 
mental relations  system in South Africa is acknowledged by the addition of a new 
chapter. and the Bill further defines the role of treasuries and local  government 
departments in the  national  and  provincial  spheres. The revised Bill  caters  more  strongly 
for monitoring,  supervision,  support  and  intervention in the  event of financial 
emergencies,  including  municipal  defaults. The approach to municipal  defaults has also 
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required constitutional  amendments to section 139 of the Constitution. The Minister of 
Finance and the Minister for Provincial and Local Government  are also working  closely 
on harmonisation of the Bill with the Municipal systems  Act and the Municipal 
Structures Act. 

The  Bill  also offers a  clear accountability regime  and  allows for phased  implemen- 
tation taking  into  account capacity differences within and between  municipalities. New 
provisions dealing with capacity building by provincial and  National  Government have 
been added. 

FFC proposal on rl1e Remuneration of Mlrnicipal Councillors 

The FFC proposes that: 
Resources for the remuneration of councillors  be  channeled  through local 
government  revenue which includes the municipality’s  own  revenue  as well as 
the existing  Institutional (I) Grant of the local government  equitable  share 
The  current Institutional Grant be reviewed in light of the most recent legislation 
and regulations  concerning  councillor remuneration 

This proposal is not new. and was  addressed  last year. National  Government  supports 
the recommendation that councillor  remuneration be paid from  own budgets. as is the 
case with provinces  and National Government. National Government also supports the 
need for the institutional  I-grant to support the costs of governance generally. The 
current I-grant  includes a population component, so that higher-populated  municipali- 
ties become eligible  for larger institutional  support. as recommended by the FFC. 
Nevertheless. the I-grant also has a fiscal capacity  measure, so that wealthier 
municipalities get less support than poorer ones. The allocation to the I-, Orant has been 
revised upwards to take account of the most recent recommendations of the Goldstone 
Commission on the  remuneration of political office-bearers. 

FFC proposal on Measurement of Revenue Raising Capacit?, 

Following its submission  for 200203. the FFC has identified that it will conduct 
further research. in the coming year, on the  following  five  methods for measuring the 
fiscal capacity for the local government  equitable  share  formula: 

Revenue  collected 
Per  capita  income 
Gross  geographic product 
Total taxable resource 
Representative tax system 

Nutional government’s response to FFC proposal on Measurement of Revenue  Raising 
capacit\. 

As noted in the  response to last year‘s FFC proposals  (tabled with the  2002  Division 
of Revenue Bill and published in the 2002 Budget Review, Annexure E), National 
Government  agrees with the FFC that it  is desirable to include  a fiscal capacity 
parameter in the local  government  equitable  share  formula. The response  last  year noted 
that the information required to do so is not available or reliable at this stage. The FFC 
suggestion on the five possible measures  represents a step forward, and  National 
Government  welcomes the intention of the FFC to conduct  further  research with a view 
to identifying  the  most  appropriate  measure.  Should it complete this research in time. it 
will be considered for the review of the local government  equitable share formula. The 
desire to improve on the fiscal capacity  measure is therefore  supported, but cannot be 
taken into account  for the 2003 Budget  allocations to local government. 
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Cross-cutting proposals h 

FFC  proposal for  the  Review of the  Intergovernmental Fiscal SysteF 
-. 

The  FFC  present  the  following  recommendations  when  reviewing current  intergov- 

The possible  incorporation  of  elements  and  parameters in the intergovernmental 
transfer  formulae that will  balance  the  need to provide  Constit 
obligations  with  the  considerations  listed in Section 

Itionally  mandated 

314(2)(a-j) of  the Constitution 
The  need for  substantial  improvement in data  collectiol to enhance  the 
development of intergovernmental fiscal mechanisms 
The  development  of  specific  intergovernmental fiscal kapacity  bullding 
programmes.  both  inside  and  outside of Government. 

ernmental fiscal mechanisms  and  processes: 

National government's response to the  FFC  proposal for the  Review of the 
Intergovernmental Fiscal Svstem 

Government  intends to undertake a comprehensive  and  fundamental  review  of  the 
equitable  share  formula.  and all other  allocations for both  provincial  and  local 
government  once  the  results  of  Census 2001 become  available. It is expected  that  the 
results of the  review  will  be  implemented in the 2004 Budget.  This  review  and 
assessment will involve  the  FFC  and  give  careful  consideration  to  its  proposals, as well 
as  the  impact of possible  provincial  and  local  government  tax  proposals. It will  explore 
mechanisms  that  would  make  the  formulae  more  forward  looking  and  policy-based. 

Government  also  notes  the  need to emphasise  improved  data  collection by relevant 
agencies,  and  has  convened a number of forums  with  key  sectors  to  standardise  and 
prioritise basic  information. 

National  Government  has  initiated  a  'Provincial  Good  Practice  Programme'  that 
focuses on intergovernmental fiscal capacity  building.  It  aims to improve  the  quality of 
strategic  departmental  plans  that  are  linked to budgets,  uniform  formats  for  budgets  and 
strategic  plans  for  provincial  departments  in  the  same  sector,  the  development of 
non-financial  performance  systems,  in-year  financial  management  and  sector-specific 
annual  reports. 

FFC proposal on the  Central  Contingency  Reserve 

The FFC  proposes that: 
A more  defined  legal  basis  be  provided for the  contingency  reserve.  This  should 
ensure  that  the  reserve  is  for  emergency  purposes 
The  contingency  reserve  for  a  relevant  budget  year  be  allocated  for  two 
emergency  purposes,  namely  macroeconomic stability and  response to natural or 
human-made  disasters 
The "new  spending  priorities" of the  outer  years of the  MTEF be  categorised 
separately  as the "policy  reserve" 
The  Municipal  Finance  Management  Bill  include  a  provision  that  empowers 
municipalities to make  appropriations  to  defray  expenditure of an  exceptional 
nature  (similar to the  provisions  of  Sectiops 16 and 25 of the PFMA) 
Provinces  and  municipalities  should  exercise  their  discretion  in  determining  how 
to build flexibility into  their  budgets. 

National  government's response to  the FFC  proposal on the  Central Contingency 
Reserve 

Government  is in agreement  with  the  broad  approach of the  FFC,  and  believes  that its 
current  approach  is  in  line  with  the  recommendations of the FFC 

In  assessing  the FFC's recommendations,  it is important to note that the  budget 
framework  provides  for a contingency  reserve  for  each of the  three MTEF years.  It  is 
important to differentiate  between  the  coming  budget  year (in year)  contingency  reserve, 
and  that  for  the  two  outer  years. 

The  contingency  reserve  for  the  budget  year  allows  for  the  possibility  that  funds 
might  be  required to defray  emergency  expenditure  (sections 16 and 25 of  the PFMA) 
and  unforeseeable  and  unavoidable  expenditure  (sections 30 and 31 of the PFMA). The 
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contingency  reserve is set  aside at the  time of the  national  Buget,  and  then  allocated 
through  the mid-year  adjustments  process,  where  Parliament  and  provincial  legislatures 
enact  Adjustments  Appropriation  Acts.  The  contingency  funds are therefore  allocated 
through  several  legal  processes,  and  no  funds  are  spent  outside  such  legal  appropriations 
by National  and  provincial  governments. 

The  contingency  reserve  for  the  two  outer  years  includes  both a policy  reserve  and  an 
emergency  reserve  for  unforeseeable  and  unavoidable  expenditure. In the  next  Budget 
these  funds  are  then  divided  between new spending  priorities  and an in-yex emergency 
reserve.  These funds  are allocated  legally in the  Division of Revenue  and  Appropriation 
and  Adjustments  Acts in the  next year. Government  does  not  see  merit in dividing  the 
contingency  reserve  into  two  parts in advance.  as  there  does  not  appear to be  any 
objective  basis  for  such  a  division. It  is unclear  how an ex ante division  of  the 
contingency  reserve  could  be  reconciled  with  the  annual  revision of the  framework to 
take  account of changes in  the macro-economic  forecasts  and  other  policy  consider- 
ations. 

Government  does not share  the FFC’s view that the (in-year)  contingency :rant be 
confined to cover  specific  emergencies  related to macroeconomic  stability  and  natural  or 
human-made  disasters.  Recent  experience  demonstrates  that  such  a narrow approach 
would  prevent  Government in dealing with other  valid  pressures that may be 
unforeseeable  and  unavoidable but do not qualify  as  disasters. An example of this is the 
faster than  anticipated  take-up of social  grants.  which  have  tended to  squeeze  out  other 
priorities in provincial  budgets. 

Government  agrees  that  the  adjustment  process  also be extended to the  local  sphere. 
This is covered in the  coming  Municipal  Finance  Management Bill. which  makes 
provision for expenditure of  an exceptional  nature  (similar to section 16 and 25 i n  the 
PFMA)  and  in-year adjustment  budgets (similar  to  sections 30 and 31 in the  PFMA). 

Government also agrees,  and  respects,  the  right of municipalities  and  provinces to 
determine their own  budgets.  and  believes that the  current  approach to intergovernmen- 
tal budgeting allows them to exercise their discretion to determine  how  they  can  build 
flexibility in their  budgets. 

FFC proposal on Disaster  Management Funding 

The  FFC  proposes that: 
Central  funding  mechanisms for disaster  management be introduced. to ensure 
budget  frameworks and  the  delivery of Constitutionally  mandated  basic  services 
are not compromised 
Local  municipalities be primarily  responsible  for  the  co-ordination  and 
management of local disasters. unless  they  lack  the  necessary  capacity 
Start-up  costs  for  emergency  preparedness  for  local  government be funded  from 
a national  conditional  grant  targeted  primarily at municipalities  with  limited 
capacity 
On-going  institutional  costs for emergency  preparedness  be  incorporated  into  the 
equitable  share 
Funding for preventiodmitigation projects be provided by National  Government 
to  provinces  and  municipalities on a  matching-grant  basis 
A  portion of the  contingency  reserve  be  used to fund  emergency  response 
activities  once  provinces  and  municipalities  have  exceeded a specified  financial 
threshold of disaster  response  expenditure 
National  departments,  provinces.  and  municipalities  submit  requests  for  recon- 
struction  funding  to  National  Government,  a  budget  appropriations  would  be 
requested  based  upon  the  sum of the  approved  claims 
The  three relief funds  administered by the  Department of Social  Development  be 
combined  and  administered centrally. Where  budgeted  funds  are  exceeded,  the 
contingency  reserve  could  be  drawn  upon. 

National government’s response to the FFC proposal on Disaster Management Funding 

Major disasters  and  emergencies  are, by their nature,  unforeseeable  and  unavoidable, 
and  hence  cannot  be  budgeted  for in advance.  National  Government  accepts 
responsibility for  emergencies  and  disasters  that call for resources  beyond  the  capacity 
of provinces or local  authorities.  This is one of the  key  reasons for the  contingency 
reserve. 
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Government  agrees  that  the  three relief f q d s  (Disaster  Relief  Fund,  the  Social  Relief 
Fund  and  the  State  President's  Fund)  administered  by tbnational Department of Social 
Development  be  combined  and  administered  centrally.  The  Department of Social 
Development  has  initiated a process  to  consolidate  the  various  components  of 
legislation  and  create  a  central  Board to administer  these  funds centrally. These  funds 
also provide  sources  of  funds  available to assist  relevant  national  departments. 
provinces  and local governments in the  event of a  major disaster. Currently,  these funds 
are  administered by separate  Boards  and  regulated by different legislation. 

Infrastructure  rehabilitation is funded  through  national  grants.  In-year,  such  grants  are 
made  through  the  Adjustments  Budget  and/or in terms of emergency  funding in 
accordance  with  sections 16, 25, 30 and 3 1 of the  PFMA.  Thereafter,  they  are funded 
through  the  normal  budget  process.  through  a  conditional  grant. 

For  minor  disasters or emergencies.  and  where no national  funds  are  deemed to be 
necessary.  provincial  and  local  government  budgets  have  the  discretion to fund  such 
emergencies  and  disasters.  The Public Finance  ManagemerztAct and Municipal  Finance 
Management Bill contain  specific  provisions to  provide  for  appropriations to accom- 
modate  emergency-related  spending  at  national,  provincial  and local levels. 

Nothing in the  current legal framework  precludes a province or municipality  from 
allocating  funds to disaster  related  programmes  (mitigation,  relief, etc) to the  extent  that 
its resources  allow. The  current  framework  does not set predetermined ratios or 
proportions to be contributed by each  sphere in the  event of a disaster. There  are  both 
advantages  and  disadvantages  with this approach. The  advantage is that it leaves  room 
for  discretion  among  decision  makers  depending  on  circumstances. On the  other  hand. 
it creates  uncertainty  for  the  affected  organ of state  as  to  how  much  financial  support it 
would  receive  from  other  sources. 

Current  funding  arrangements  for  disasters  and  emergencies  therefore  take  advantage 
of both  centralised  and  decentralised  mechanisms.  National  Government  does not see 
the  need  for a separate  conditional  grant  to  enable  municipalities  and  provinces to 
perform  their  emergency or  disaster  responsibilities.  The  current  equitable  share 
mechanism  allows  local  governments to perform this function  adequately  for  routine 
emergencies  or  disasters. 

The FFC is invited to provide  more  specific  information  on  any  other  problems  that 
it believes  should be resolved.  including  the  advantages of alternative  funding  proposals 
over  current  arrangements. 

Part 3: Fiscal  Framework for 2003 MTEF 

Fiscal  framework 

Table E-1 presents  medium-term  macroeconomic  forecasts  for  the 2003 Budget. It 
sets  out  the  growth  assumptions  and fiscal projections on which  the fiscal framework  is 
based. 

Table E l  Medium-term  macroeconomic  assumptions 

2002103 2005106  2004105 2003104 
1002 2003 2003  2002  2003 2002  2003 

R bllllon Budget  Budget Budget Budget  Budget Budget  Budget 

G r o ~  dornestlc product 1082.8 I 120.1 I 178.9'  1234.6 

-2.3% -1,7% - 2 . 4 5  -1.9% -2.1% Percenruqe of GDP  -2 .14  -1.4% 
-34.4 -21.4  -32.4 -q1 --. 5 -29.5  Budset deticlt -22.7 -16.1 

27.V% 26.2% 27,06 26.4% 27,190 Percentage of C U P  26.6% 26,I% 
395.6 334.6  363.3  311.2  334.0  Expenditure  287.9  291.8 

24.6"c 23,5%  23,69 21.5% 24.7% Percenraqe of GDP  24,S% 23.6% 
361.2 313.2  331.0 288.7  304.5  Revenue 265.2 275.7 

National Budget Framework 
4 . W  4.6% 4.Y% 5.470 6.670 GDP fnjlurion 6S% 7.7% 
4.0% 3.6% 3.8% 3.3% 3.4% R e d  G D P  ,qrowrh 2.7% 3.34 

1466.6 1277.5 1314.3 

Cabinet  determines  the  division of revenue  between  spheres of Government  using  the 
previous  year's  baseline  division  as  a  point of departure  and  taking  account of ongoing 
commitments,  and  current  and  new  policy priorities. For  the 2003 Budget,  the  priorities 
are: 

Extending  social  assistance  through  enhanced  income  support to the  poor, and 
improvements in the  social  grant  payment  system 
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Improving  the  health  capital  infrastructure  and  increased  spending  on  profes- 

Improving  capacity to deal  with  the  impact of HIV/Aids 
Enhanced  spending on education  programmes  administered by provinces. 
specifically  relating to  the  roll-out of the  early  childhood  development 
programmes,  supply of learner  support  material  and  reduction of classroom 
backlogs 
Enhancing  investment in municipal  household  service  infrastructure.  including 
the  prioritisation of basic  services in support of the rural development  and  urban 
renewal  strategies  and  labour-intensive  job  creation  projects 

sional  personnel  with  scarce skills, equipment  and  medicines 

Accelerating  the  extension of free  basic  municipal  services 
Accelerating  the  land  reform  and restitution programmes 
Improvements in the transport  infrastructure at national.  provincial  and  local 

Higher  education  restructuring,  including  support  for  institutional  mergers  and 

Re-engineering  services  provided to citizens by the  Department of Ilome Affairs 
Expanding  capacity in the  safety  and  security  sector to pre\'ent and combat 
crime.  including  a  particular  focus on the  functioning of the court systc'm 
A growing  international role through  increased  regional  representation and 
international  commitments, in particular. support for the  African  Union  and 
NEPAD. 

level 

investment in infrastructure 

The new priorities. and expansions of previous year's programmes.  are  accommo- 
dated  through  reprioritization  and  growth in the  resource  envelope.  Growth in the 
resource  envelope is due to robust tax collection.  drawing  down of the  contingency 
reserye.  unallocated  infrastructure  funds.  and  savings  on  debt  service  costs. In addition. 
higher inflation and  revisions to  the fiscal framework  due to higher  economic  growth 
increases  the  amount of fiscal resources.  Table E-2 reflects the  additional  resources 
available  over last year's  baseline  allocations.  totalling  R25  billion in  2003104 and 
R35 billion in 2004105. 

Table E2 Changes over 2002 Budget  baseline 

Natlonal 
Pro\ inclal 
Local 

9 539 
23 105 

3 395 

I I 938 
30 085 

3 119 

.\llocated expenditure 25 093 35 139 I 5  I42 

' The assumed baseline for 3005/06 is the 200405 baseline plus 6 per  cent. 

The  additional  funds  are  divided  between  the  spheres  depending on which  sphere is 
responsible  for  the  prioritised  functions. The impact of the new policy priorities and 
additional  funds on the total division of revenue is reflected in table E-3.  The total 
division firstly makes  provision  for  national  commitments  such  as  debt  service costs as 
a direct  charge on the  National  Revenue  Fund.  and  the  contingency  reserve.  Debt 
servicing  obligations of R50.9  billion,  R53.1  billion  and  R55. I billion  are  prqjected  for 
the  three MTEF years,  and  the  contingency  reserve  amounts to R3.0 billion.  R4.0  billion 
and R8.0 billion. Once these  commitments  are  taken  into  account,  the  revenue  pool 
available  for  sharing  between  national,  provincial  and  local spheres  amounts  to 
R279.9 billion. R306.2  billion  and  R332,5  billion  over  the  three MTEF years. 



60 

Table E3 Division of revenue  between spkres of government 
c 

1999/00  2000/01  2001/02  2OOUbj  2003/04 20W05 2005/06 
R million Outcome  Outcome  Outcome Revised Medium-term  estimates 

Natlonai departments' 66 385 73 178 87  709 98  853 108 983 117 519 126  323 
Provinces 99465 IO8 899 121 099 136919 158 995 175468 191 590 

Equirable share 89 094 98398 107460 123 457 I42 368 155313 167556 
Conditional grants 10370 10501 13 638 13 462 16 609 20 155 24 033 

Local  government 4610 5 536 6516 8801 12001 13249 I1621 
Eqtrirable share 2 163 2315 2 607 3 964 6343 7078 7698 
Conditionul ?rants 24-17 3221 3 909 4837 5658 6 171 6926 

Non-interest allocations 170 460 187 613 215  324 244 573 279 979 306 266 322  536 
Percentaye irlcreusr 7.4% IO.Ic7c /J,Y% 13.6% 1 4 X  9 . 4 4  8 .6q  
State  debt colt 44 290 46 321 47 581 47 250 50 986 53 079 5 5  070 
Contingency  reserve - - - - 3 000 4 000 8 000 
>lain budget expenditure 214 750 233  934 262 905 591  823 333 965 363 345 395 606 
P~'rccntag.e ir1crea.w 6 .64  8.9% 12.4"~ l l .09  14.4% S.8Cr 8.9"~ 
Percentage shares 
.Vcirionul dqJ11rtrnwr.s 38.9% 39.0% 40.7% 40.40 38.9% 38.44 38.0Cr 
Provinces 58.4% 58.0% 56.24 56.0% 56.88 57.3Or 57.6% 
Lord ~ ~ ~ ~ ~ m r n r n e r ~ r  2.7"c 3.0% 3.0% 3,6% 4,3% 4.39 4.4% 

' Includes a transfer of R855 million to the Urnsobornvu Fund in 1999/00. 

Both  the  shares for provincial  and  local  government  allocations  increases  signifi- 
cantly.  with  the  provincial  allocation  increasing  from 56,O per  cent  to  57,6 per  cent. and 
the  local  government  allocation  from 3,6 per  cent  in  2002/03 to 4,4  per  cent in 2005/06. 
These  increases  are at the  cost of National  Government,  whose  share  decreases  from 
10.5 per  cent in 2002/03 to 38,O per  cent in 2005/06.  Table E-3 is the actual division of 
revenue  between  the  three  spheres of government,  and  Table E-4 is the  Schedule 1 of the 
Division of Revenue Bill that reflects the legal division of revenue  between  the  three 
spheres. In this legal  division,  the  national  share  includes all conditional  grants  to  the 
other  two  spheres,  and  the  provincial  and  local  government  allocations reflect their 
equitable  share  only.  This is because  section 214 of the  Constitution  regards all 
conditional  grants as additional  funds  allocated  from  the  national  equitable  share. 

Table E4 Schedule 1 of the  Division of Revenue Bill 

Sphere of government Column A Column B 
2003/04 Medium  term  forward  estimates 

R million Allocation 2004/05 2005/06 

NationaI'.' 185  235  905 200 954  497 220 351  687 
Provincial 
Local 

142 386  031 
7 077 546  7  698 179 6  343  478 

I55 313  096  167  556 - 4 2  

I 

Total 333 965 114 363  345  139  395 606 308 

I National share includes conditional grants to provincial and local spheres,  debt  service cost and the 
contingency reserve. 

The direct charges for the provincial equitable share is netted out. 

Nationally-raised  revenue is  distributed  either  through  appropriation  to  main  division 
of votes  (programmes of national  departments)  or  as a direct  charges  on  the  National 
Revenue  Fund, in accordance  with  the  Division of Revenue  Bill  and  the  Constitution. 

Provincial  equitable  shares  are  direct  charges on the  National  Revenue  Fund  and flow 
directly into Provincial  Revenue  Funds,  where  provincial  legislatures  appropriate  the 
funds to main  divisions of votes - in this  instance,  votes  and  programmes of provincial 
departments. Various local  government  allocations  are  appropriated  on  national  votes, 
as the  Constitution does not  make  them a direct  charge  on  the  National  Revenue  Fund. 
The local  government  equitable  share is appropriated on the vote of the  Department of 
Provincial  and  Local  Government.  The  actual  division of all grants  (whether 
appropriated  or a direct  charge)  between  provinces or municipalities  is in accordance 
with  the  Division of Revenue  Bill  and  this  memorandum. 
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Part 4: Provincial Allocations 

National  transfers to provinces  for 2003/04. comprise  more  than 96 per  cent of 
provincial  revenues.  with  provinces  raising  less  than 4 per  cent of their  revenues  from 
own  sources. Of the  funds that are  transferred, 90 per  cent is through  the  equitable  share 
and  the  remaining 10 per  cent flows as  conditional  grants. 

Table E5 Total transfers to provinces for 2003/04 

Equitable  Conditional Total 
R million share grants transfers 
Eastern  Cape 24 7-38 2 219 26 447 
Free  State 9 463 1 247 10 709 
Gautenp 21 SI6  3 919 25- 794 
KwaZulu-Xatal 29 279 7- 917 32  196 
Limpopo 19 352 1 691 21  043 
Mpumalanga 10 230 91 1 11 131 
Northern  Cape 3 45-5 386 3 841 
North  West 11 872 1 048 12 869 
Western Cape 12 692 2 277- I4 964 
Total 142  386 16  609 158 995 

Provincial  equitable  share 

The  Constitution  entitles  provinces  to a share  of  nationally  raised  revenue.  This  share 
is divided  between  provinces  on  the  basis of the  provincial  equitable  share  formula.  The 
provincial  equitable  share  allocation  funds  the  bulk of public  services  rendered by 
provinces.  The  equitable  share  amounts to R143,4 billion in 2003/04, R155,3 billion in 
100405, and R 167.6 billion in 300Y06. The  structure  of  the  equitable  share  formula  has 
been  retained  for  the 2003 Budget.  Updates of data  are  effected on an annual  basis, 
depending  on  availability of official data. 

The equitable share ,formula 

The  equitable  share  formula  comprises  seven  components, or indices. of the  relative 
demand  for  services  between  provinces  and  taking  into  account  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  intended a5 broad  indications of relative  need  and  not  earmarked 
allocations.  Provincial  Executive  Committees  have  discretion  regarding  the  provincial 
allocations  for  each  function.  The  provincial  equitable  share  formula  comprises  of  the 
following  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 ordinar),  public 
schools  for 1998 to 2000 
A  health  share ( 1  9 per cent) based on the  proportion of the  population with and 
without  access to medical  aid 
A  welfare  component (1  8 per  cent)  based on the  estimated  number of people 
entitled to social  security  grants - the  elderly,  disabled  and  children  -weighted 
by using  a  poverty  index  derived  from  the Income and  Expenditure  Survey 
A basic  share (7 per cent)  derived  from  each  province's  share of the total 
population of the  country 
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  the 
distribution of the rural population 
An economic  output  component  (7  per  cent)  based on the  distribution of total 
remuneration  in  the  country 
An institutional  component ( 5  per  cent)  divided  equally  among  the  provinces. 

Table E-6 shows  the  current-strycture  and  distribution of shares by component.  The 
elements of the  formula  are  neither indicatl'oe budgets,  nor  guidelines  as to how  much 
should be spent on those  functions.  Rather,  the  components  are  weighted  broadly in line 
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Table E6 Distributing  the  equitable  share,  percentages by province 

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

Wei,qhtinq 
shares 

41.0 19.0 18,O 7.0  7,0 5.0 3,O 100,O 
Eastern Cape 18.1 17,O  19,6 15.5 6.5 11,l 20,6  17,O 
Free State 6.3 6.5 7.1  6.5 5.3 11.1 5,7 6.6 
Gauteng  12.6 11.7 13.9 18.1 41,6 11.1 5.1 15.4 
KwaZulu-Natal 22.0 21.7 19.6  20.7  17.0 11.1 22.9 20,6 
Lirnpopo 15.4 13.3 13.7 12,l 3,0 11.1 22.9 13,6 
Mpurnalanga 7.3 7.2 6.5 6.9 
Northern Cape 1.9 3.0 2.2 2,l 1.7 11.1 
North West 

1,3 2,4 
8.0  8.6 8.7 8,3 5.7 11.1 9,4 8.3 

4 9  11.1 8,5 7,2 

Western Cape 8.0 8.9 8.8 9.7 14.4 11.1 3.7 8.9 
Total 1008 100,o 100.0 100.0 100,o 100,o 100,o 100.0 

The phasing-in of the formula 

In 1999.  two  years  after  the  formula  was  introduced.  data  for  the  1996 Census was 
published.  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  1999/00 to 2003/04. 

~ The target date of 2003/04  has  been  reached,  and  the  formula is now fully implemented. 
Table E-7 shows  the  phasing. The 2001 Census  are still to be published, so it has  not 
been  used in the  current  formula. 

Table E7 Phasing in the  equitable  share 

Percentage  base 
Phasing 

target 
Year 1 Year 2 Year 3 Year 4 Year 5 

Eastern  Cape  17.6 17,4 17,3 17,2 17.0 
Free  State 6 3  6 3   6 7  6.7  6.6 
Gauteng 14,9 15,l 152 15.3 154 
KwaZulu-Natal 19,8 20,o 20,2 20.4 20,6 
Lirnpopo  13,3 13,4 13.5 13,5 13,6 
Mpurnalanga  6.7 6 3  6 3  7,1 7 2  
Northern  Cape 7.4 2,4 2.4 2,4 2,4 
North West 8.6 8,5 8,4 8,4 8,3 
Western  Cape 9.8 9.6 9.4  9.1 8,9 
Total 100,o 100, 100,o 100,o 100,o 

Education component 

The  education  component  targets  primary  and  secondary  schooling,  which accounts 
for  approximately 80 per  cent of provincial  education  spending.  Both  the  school-age 
population  and  enrolment  numbers  are  used to reflect the  demand  for  education  services. 
The  school-age  cohort,  ages 6- 17. is  double  weighted.  reflecting  Government’s  desire  to 
reduce  out-of-age  enrolment.  For 2003, Government  has  decided to retain  the 
weightings in the 2002 Budget. 
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Table E8 Calculation of education  component 

Thousands Enrolment  School-age  Weighted 
share 

(6-17) ( % I  
Weighrinn 1 2 
Eastern Cape 2 253 2 010 18.4 
Free State 7 x4 680  6.3 
Gautenp 1 508 1 394 12,6 
Kw&ulu-Natal 2749 2 377 22.0 
Limpopo 1 904 1 665  15.4 
Mpumalanga 922 789 7.3 
Northern Cape 202 223 I ,9 
North West 934 896 8 ,0 
Western Cape 928 895 8.0 
Total 12.184 10 930 100.0 

The  health  component  addresses  the  need  for  provinces to deliver  primary  and 
secondary  health  care  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  more 
than  those  with  medical  aid  support.  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 figures. Although  there  have  been  October  Household  Surveys in subsequent 
years.  these do not  improve  the  quality of this information  and  the  1995  data  have  been 
retained. 

Table E9 Calculation of health  component 

Thousands  With  Without  Weighted 
medical  aid  medical  aid  share (96) 

Eastern Cape 5 I 0 5 793  17.0 
Free State 167 2 166  6.5 
Gauteng 2 958 4 390 14.7 
KwaZulu-Natal 1 103 7.314 21.7 
Limpopo 376 3 554 13.3 
Mpumalanga 392 2 409 7.2 
Northern  Cape 175 665 2.0 
North West 457 3 897 8.6 
Western CaDe I 117 '1 830 8.9 
Total 7 566 33 01s 100,o 

we;,Shtr/lg I 4 

The  welfare  component  has  two  elements.  the  target  population  for  the  main  social 
grants  ("all  grants" in Table E- I O )  and  the  population in the  lowest  two  quintiles of the 
income  distribution  ("income  adjustment").  The first element  weights  the  target 
population  groups (the elderl!.. disabled  and  children)  according to historical  distribu- 
tion of expenditure  on  the  different  grants.  The  second  element is based on results of the 
1995 Income  and  Expenditure  Survey (IES). The  distribution of expenditure  between 
grants  has  changed  significantly  since  the  introduction of the  child  support  grant  and 
updated  information on this is available.  However. it  is also  likely  that  income 
distribution  has  changed  since  1995.  Results of the 2000 Income  and  Expenditure 
Survey  have.  however,  only  recently  become  available and need to be  reviewed  before 
the  formula  can  be  updated.  Changes to the  welfare  component  based on partial 
information  would  therefore  not&  appropriate.  The  welfare  component is an index of 
the  distribution of economic  dependency a m  poverty  levels  between  provinces  and 
captures  the  responsibility of provinces to pay  social  grants. The  weight of this 
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component  was  increased  to 18 per cent in 2QQ2 from  the  initial 17 per  cent to reflect the 
increasing  expenditure on grants as a result of theMnild  support  grant.  Increasing 
spending  pressures  as a result of the  child  support  grant  have also been  accommodated 
in the vertical division of revenue.  and  the  introduction of a  new  conditional  grant  for its 
extension to children up to the  age of fourteen  years. 

Table E10 Calculation of the  welfare  component 

Percentage  Old  age  Disability  Child  care All grants  Income  Weighted 

75.0 25.0 100.0 Weighring 65.0 25.0 10.0 
adjustment  share ( %  ) 

100.0 100,o 100,o Total 100,o 100,o 100,o 
10.0 5.1 8.8 Western Cape 10.1 9.7 8.1 
8.0 10.7 8.1 North West 7.8 8.3 8.1 
2.1 2,6 2.3 Northern C ~ p e  2.1 3.1 2.0 
6.3 7.1 6.5 Mpurnalanp 5.9 6.9 7.3 

13.0  15.8 13.7 Limpopo 13.0 12.1 14,8 
20.2 17.6 19.6 KwaZulu-Natal 19.8 30.1 21.7 
16.2 7.2 13.9 Gauteng 15.7 18.1 14.3 
6,2 9.6 7.1 Free State  6.2 6.5 5.7 

18.0 24.3 19.6 Eastern Cape 19.1 15.5 17,1 

~~ ~~ ~~ ~~ 

Economic  activity  component 

The  economic  activity  component is a proxy  for  provincial  tax  revenue.  directing a 
proportion of nationally  raised  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. 
The new GGP  estimates  published by  StatsSA  in  November 1002 came  out  after  Cabinet 
had  decided on the  formula  for 2003. and  will only be  considered  in  next  year’s  budget. 

Table E l l  Economic  activity shares 

Percentage  Share of 
Remuneration 

Eastern  Cape 6,5 
Free State 5.3 
Gauteng 11.6 
KwaZulu-Natal 17.0 
Lirnpopo 3.0 
Mpurnalanga 1 .9 
Northern Cape 1,7 
North  West  5.7 
Western Cape 14.4 
Total 100,o 

Basic  component 

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  as  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. 
However.  with  the  imminent  phasing  out of the  provincial  infrastructure  grant, it is 
anticipated that this component  will  be  reviewed. 
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Table E12 Calculation of backlog  component 

Percentage  Health  Education  Rural  Weighted 
share (%) 

Weighting 18.0 40,O 42,O 100.0 
Eastern  Cape 16.3 22,o  21,3  20,6 
Free  State 
Gauteng 
KwaZulu-Natal 
Lirnpopo 
Mpumalanga 
Northern Cape 
North  West 
Western  Cape 
Total 

3 3  7,s 4,4 5,7 
10,8 6 3  1.2 5.1 
16,O 233 2 5 3  22.9 
27.5 20,4 23,3 22.9 
9 2  7 s  9,1 8,s 
1.2 1.2 1,3 1,3 
9.1 7,s 11.6 9,4 
6,1 3,9 2.3 3.7 

100,o 100,o 100,o 100,o 

Institutional cornporzent 

The institutional component  recognises that some  costs  associated  with  running  a 
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. It constitutes 5 per  cent of the total equitable  share, of which  each  province  gets 
11,l per  cent. 

Conditional  grants to provinces 

Schedules 4 and 5 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 1998 to provide  for  national  priorities  and  compensate 
provinces  for  cross-boundary  use of services,  particularly  in  hospital  services. The 
current  conditional  grant  system  has  been  shaped  by  reforms  introduced  through 
successive  Division of Revenue  Acts  since 2000. These  reforms  have  contributed  to 
clarifying  accountability  between  spheres.  They have also helped  sharpen  description of 
policy  objectives  and  grant  outputs,  thus  resulting  in  improved  use of grants  in  speeding 
delivery.  and  the  strengthening of Parliamentary  oversight. 

Allocations 

Table E-13 provides  a  summary of conditional  grants  by  sector  and  province  for 
2003/04.  Conditional  grants to provinces  amount  to  R16.6 billion in 2003/04, 
increasing to R24 billion  in 200Y06, an  average  annual  increase of 20,3  per  cent  from 
2002/03.  Seven  departments  administer  grants.  with  the  largest  being  in  the  health 
sector, totalling R7.4 billion. followed by housing,  R4,4  billion,  and  the  infrastructure 
grant, R2.5 billion.  The  most  significant  new  conditional  grant  introduced is in Social 
Development. to fund  the  phased  extension of the  child  support  grant to children  up to 
fourteen  years.  Education  and  Social  Development  departments  also  administer  small 
but  important  grants  for  the  improvement of financial  management  and  the  combating of 
HIVIAids. 

The  major  health  grants  were  reconfigured  in  the 2002 Budget.  Gauteng,  and  Western 
Cape  continue to receive  the  largest  share of health  grants,  as  they  receive  most of the 
tertiary services  and  training  grants in health  (which make up  more  than 70 per  cent of 
all health  grants)  since  they  provide  most of the tertiary and  specialised  referral  health 
services  for  the  whole  country. 

Apart  from  these  health  grants.  and  the  housing  subsidy  grant,  all  other  conditional 
grants  favour  poorer  provinces. 
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Table E13 Conditional  Grants  to Provinss for 2003/04 
+ 

Provincial Social 
and Local Infra- Educa- Devel- 

R million Agriculture Health Government structure Housing tion  opment 

3 918.5 Gauteng 1.6 2 551,9 25.7 235.8 944.8 54.4 104.0 
1246.7 Free State 1.8 567,6 33.5 162.9 333.9 27.9 119.0 
2 219,3 Eastern Cape  8,0 592.0 54,9 456.6 652,7 81.9 372.9 

Total 

KwaZulu-Natal 6.5 1 127.8 -16.7 500.3 822.3 97,s 315.3 2 917.0 
Limpopo 8.0 371.6 25, j  540.6 437.1 69.5 238.4 1 691.0 
tlpurnalan,oa 3.5 142.7 18.2 216.0 282.4 32.3 115.8 911.1 
Norrhern Cape 1,8 161.6 19.2 72.3 88.9 8.4 33.3 385.7 
North West 5.0 249.6 22.6 104.4 355,9 35.4 174.6 

2 271.6 Western C ~ p e  1.8 I 548.5 24.0 145.1 436.7 34.9 80.2 
1047.8 

Total 38.0 7 413,8 270.7 2 534.1 4 355.2 442.8 1553.9 16 609.1 

Table E- 14 presents  a  summary of all the  conditional  grants listed in Schedules 4 and 
5 of the Bill for the 2003 Budget. 

Department of Agriculture  transfers R38 million to  provinces  to  implement  land  care 
projects.  The  aim of these  projects is to reduce  degration of natural  resources  and to 
improve  productivity of land. The  allocation  targets  poorer  provinces  with  the  greatest 
problem  with  land  degration.  Funds  are also used to rehabilitate  irrigations  schemes in 
the  former  homeland  areas  (focussed on Limpopo)  for  resettlement of small  scale 
farmers. 

The  Department of Education  manages  grants  for  financial  management  and  school 
quality  enhancement,  early  childhood  development  and  HIV/Aids.  The  financial 
management  grant is in its fifth year, and it plays a pivotal  role  in  the  implementation of 
the  strategic  objectives of education  transformation (Tirisano strategy). No changes  are 
proposed to the  baseline  allocations of this  grant. 

The early  childhood  development  grant  was  introduced  in 2001. This  grant is now  in 
its last year  and will be incorporated  into  the  equitable  share in 2004. with  the  allocation 
of R88 million. The roll out of the  programme. to be  phased in over 10 years.  will  mainly 
be  funded  from  provincial  equitable  shares. The education  sector is also responsible for 
the roll out of to the  HIV/Aids  programme  life  skills in schools.  This  grant  increases 
from R120 million in 2003 to R136 million in 2005. 
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Table E14 Conditional  grants  per  sector 

R thousand 2002/03 
Agriculture 

Land Care 

Education 
Financial Management and Quality Enhancement 
HIVlAids 
Early Childhood Development 

Health 
National Tertiary Services 
Health Professions Training and Development 
Hospital Revitalisation 
Cholera Epidemlc - KwaZulu-Natal 
Pretona Academic Hospital 
HIViAids 
Integrated Nutrition Programme 
Hospital Management and Quality Improvement 

Housing 
Housing Subsidy 
Human Resettlement 

National Treasury 
Provincial Infrastructure 
Flood Rehabilitation 

Provincial and  Local Government 
Local Government Capacity Building 
Consolidated Municipal Infrastructure Programme 

Social Development 
HIViAids 
Child Support Extention 
Food Relief 
Financial Management 

Total 

24 000 
24 000 

408  778 
228  320 
127 458 
53 000 

6 820  945 
3  727  077 
1 299 248 

649 000 
147 000 
70 000 

210 209 
592 41 1 
126 000 

3  906 674 
3 800 674 

106 ooa 

1 950 000 
1 550 0OC 

400 OOC 

293 131 
241 244 

51 88; 

58 30( 
47 SO( 

- 

10 80( 
- 

13  461 821 

2003/04 2004/05  2005/06 

38 000 - - 
38 000 - - 

442888 377058 399681 
234  414 248  479 263 388 
120  474 128 579 136 293 
88 000 - - 

7  413  877 8  192 855 8  803  986 
3 994  774 4  273  005 4 529  386 
1 333  499 1434 132 1 520 180 

717  628 911 856 1027 427 
- - 

92 356 
- 

- 
333  556 481  612 535 108 
808 660 950 418 1 041 543 
133 404 141 832 150342 

4 355 239 4 589  137 4 867  876 
4  246  239 4 473 597 4 745 404 

109 000 115 540 122 472 

- 

2  534 488 2 876  362 3 055 773 
2  334  488 2  876  362 3 055  773 

200 000 - - 

270747 261 192 43  558 
232 339 220  459 - 

38408 40733 43 558 

1  553 917 3 858 180 6  862 391 
65917 70180 74391 

1 100  000 3 400 000 6 400 000 
388000 388000 388000 

16  609  156 20 154  784  24 033 265 

Health  grants  amount to about R7,4 billion in 2003/04.  and  increase to R8.8 billion by 
2005/06. reflecting an annual  average  increase of about 9 per  cent.  Health  grants 
constitute  about 43.4 per  cent of total conditional  grants  to  provinces.  Following 
comprehensive  research.  the  health  sector  reconfigured  the  three tertiary services  and 
training  grants  and  implemented  a  new  framework  for tertiary services  and  training in 
the 3002 Budget.  The  two  grants  are:  the  National  Tertiary  Services  grant  (NTS)  and  a 
Health  Frofessions  Training  and  Development  grant  (HPTD). 

The  NTS  grant  amounts to nearly  R4  billion in 2003/04,  increasing  to  R4,5  billion in 
2005106. The NTS  grant  targets 27 hospitals  spread  across  the  provinces.  Given  the 
provisioning of tertiary services  in  the  Western  Cape  and  Gauteng  for  the  benefit of the 
health  sector  countrywide,  about 70 per  cent of the  grant still flows to  these  provinces. 
Further  research to explore  ways of improving  inter-provincial  distribution of medical 
specialists  is  under  way. The outcome of the  research  will  inform  government’s 
approach  to  funding tertiary services  ahead of the  2004  Budget. 

The  HPTD grant  increases  from  R1,3  billion  in  2003/04  to  R1,5  billion in the  third 
year.  and  consists of several  components.  The  largest  portion  is  distributed to provinces 
according  to  a  formula  based oQe number of current  medical  students. In the 2002 
Budget, an additional  component  was i n t r o b e d  to  provide  for  a  phased  increase  in  the 
number of medical  specialists  and  registrars in under-served  provinces to address 
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inter-provincial  inequities in post-graduate tgming capacity.  This  additional  component 
amounts to R227  million  over five years. -". 

The Hospital  Revitalisation  grant  funds a broader  range of activities  aimed at 
improving  the  quality of hospital  infrastructure  and  quality of services,  including 
upgrading  and  replacement of equipment.  Over  the  next  three  years  the  grant  will  fund 
the  revitalisation of a  further 18 hospitals,  two in each  province. The 2003 MTEF 
allocation for the  revitalisation  grant  includes a new component  aimed at improving 
systems  for  medical  equipment  and  mechanisms  for  facilitating  adoption of modem 
technology.  The  allocation for the  Hospital  Revitalisation  grant  amounts to R717 
million in 3003/04.  an  increase of about 10.6 per  cent  compared to 2002/03.  The 
allocation  grows to R1  billion in the last MTEF year. 

The  Integrated  Nutrition  Programme  (INP)  is  targeted at poor  provinces  with  large 
populations of school  children.  The  Eastem  Cape,  Limpopo and kwdulu-Natal receive 
more  than 61,1 per  cent of the  allocation.  The  2003  MTEF  provides  for an average 
annual  increase of 2 1 per  cent  for  the  Integration  Nutrition  Programme  rising  from  R592 
million in 200203 to RS08  million in 2003/04,  further  increasing to R1 billion in 
2005/06. This  increase  will  provide  for  expansion of the  programme to cover  more 
school  children,  rising  prices.  and  improved  quality of feeding.  The  grant is  at present 
administered by the  Department of Health  but  will  be  moved to the  Department of 
Education  from 2004/05. as this programme is delivered  through  the  schooling  system. 

The Hospital  Management  and  Quality  Improvement  grant is allocated R133 million 
in 2003/04,  increasing to R150  million in 2005/06.  This  grant  facilitates  financial. 
personnel.  and  procurement  delegations  and  strengthens  financial  management  capacity. 
I t  also  supports  the  implementation of a range of hospital  quality of care  interventions 
specified in the  national  policy for quality of care  and  can  be  seen as complimentary to 
the aims of the  hospital  revitalisation  programme. 

The  health  sector  share of the  HIV/Aids  grant  increases  from R210 million i n  2002/03 
to R334  million in 2003/04.  The  significant  increase in the  allocation of this grant  to  the 
health  sector is to give effect to Cabinet  decisions  and  to  implement  additional 
programme priorities-post exposure  prophylaxis  for  victims  of  sexual  abuse, rollout of 
mother-to-child  transmission  prevention  and  targeted  interventions  for  commercial  sex 
workers - whilst  still  maintaining  other  HIV/Aids  prevention  programmes. 

Housing grants 

The  Department of Housing  administers  two  grants.  The  Housing  Subsidy  Grant 
provides  subsidies  for  low-income  housing,  and  the  Human  Settlement  grant  funds 
urban pilot projects.  The  Housing  Subsidy  allocation  increased  significantly in the  2002 
Budget in order to enable  the  department to improve  the  quality of houses  and to take  on 
new priorities,  including  the  implementation of medium  density  housing.  The 2003 
budget  makes  an  above  baseline  allocation of R373  million to allow for an inflation 
adjustment of subsidies.  The  housing  subsidy  grant  increases  from  R4,2 billion in 
7-003/04 to R4.7 million in 2005/06. 

In 3001.  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: 

Housing  need  defined by number of homeless  living in shacks  andinformal units 

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

(50 per cent) 

In order 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  2001  baseline.  Full  implementation of the  formula in the 
allocations  begins  in 2004/05. 

National Treasury grants 

The  provincial  infrastructure  grant  grows  from  R2,5 billion in 2003104 to R3 billion 
in 2005/06.  This  brings  the total infrastructure  funds  available  through this grant to 
R8,2 billion over this period.  In  order to deal  effectively  with  backlogs,  the  provincial 
division  has  been  effected  using a combination of the  equitable  share  formula  and 
backlog  component. This enables  Government to direct  funds  towards  provinces  with 
large  backlogs,  without  neglecting  provinces  that  have  inherited  higher  levels of 
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Department of Provincial and Local Government  Grants to Provinces 

The  Department of Provincial  and  Local  Governments  transfers  two  grants to 
provinces - Local  Government  Capacity  Building  Grant  (LGCBG)  and  the  Consoli- 
dated  Municipal  Infrastructure  Programme (CMIP) grants - to enable  provinces to 
assist municipalities.  The  Local  Government  Capacity  Building  Fund is allocated to 
support  efforts to restructure institutional and  financial  arrangements  and assist 
municipalities  facing  financial difficulties in the  medium  term. It amounts to R232 
million  and R220 million in 20030LF and 2003105. In the 2003 allocation.  the  component 
of CMIP that focused on capacity  building, is consolidated  into this grant. By 2004105. 
this grant will be phased out and  a  consolidated  Municipal  System  Improvement  Grant 
(inclusive of  all capacity  building initiatives at local government) will be created  and 
funds will be  transferred  directly to municipalities. 

In addition to the CLLIIP component that focused on capacity  buildin= 0 (now 
incorporated into the LGCBG), the CMIP  funding to provinces  contain a component 
that is focused on managerial.  technical  and  administrative  support to enable 
municipalities to implement  the  infrastructure  prcgranime.  This  component of the  grant 
continues.  and  provinces  are  allocated  R38  million in 2003/3. increasing to R44  million 
in 2005/06. 

The  Department of Social  Development  manages  grants  for  Child  Support  Grant 
Extension.  Food  Security  and  the  HIV/Aids  Integrated  Plan. 

The  Child  Support  Grant  Extension  grant  amounts  to R 1.1 billion in 2003  increasing 
to R3.4 billion in 2004 and  R6,4  billion in 2005. The  grant  will  fund  the  phased 
extension of the  means-tested  child  support  grant to  children until they  reach  the  age of 
14 years.  The  phasing will start with 7 and  8  year  old  children  in  2003/04,  incorporate 
9 and 10 year  old  children in 2004/05 and, in 200906 incorporate 1 1. 12 and 13 year  old 
children.  The  allocations also make  provision  for  reasonable  administration  and 
payment  costs. 

The  aim of the  Food  Relief  grant is to  provide  emergency food assistance to destitute 
individuals  and  households.  This  grant  contributes  towards  mitigating  the effect of 
higher  food  prices  and  provides  a  mechanism  to  rapidly  respond to urgent  needs of poor 
people.  especially  women  and  children in poor  and rural communities  where  food 
deprivation is the  greatest.  The food relief grant  amounts to R388 million a year. 

The  HIV/Aids  Integrated  Plan  grant  amounts to R66  million in 2003104. increasing  to 
R70  million in 2004/05 and  R74  million  in  2005/06.  The  main  focus  of this grant is to 
facilitate the  implementation of  an integrated  HIV/Aids  programme  through  home 
based  and  community  based  care. 

The  Financial  Management  Grant  was  phased  out in 2002/03. 

Part 5: Local  government  allocations 

Local  government  share of nationally  raised  revenue  increases  significantly  from 3.6 
per  cent in 200203 to 4,3 per  cent in 2005/06. It grows  from  R8,8  billion in 2002/03 to 
R12.0 billion in 2003/04, an increase of R3.2  billion or  36,4  per  cent.  The  allocation 
grows to R13.6  billion at the end of the MTEF in 2005/06. 

The  funds  are  distributed  through  three  major  funding  sources,  the  equitable  share, 
two  conditional  grants  for  municipal  infrastructure  and  capacity  building,  and a number 
of grants-in-kind.  National  allocations  are  an  important  (and  growing)  source of revenue 
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for  municipalities,  and  are  expected  to  comprise  approximately 17 per  cent' of all 
municipal  revenue in the 2003 municipal  budgets.  For  poorer  municipalities  the  share is 
even  higher.  typically  making up  to 60 per  cent of their total revenue. 

The 2003 Budget  will  build  on  previous  budgets  and  continue to support  the  National 
Government's  commitment  to  poverty relief and job creation.  Additional  resources will 
remain  focused  on  the provision of free basic  services,  infrastructure  provision  and 
institution  building. 

Table E15 National  transfers  to local government 

R million 2002/03 1 2003/04  2004/05  2005/06 

Equitable share 
Transition grant 
Water 8: sanltation operating 

7 078 7  698 
223 - 
700 858  934 

- 

Subtotal equitable share Bi related 4  887 7 180 7  936 8 633 

Consolidated Municipal Infrastructure Pro, oramme 1671 2 246 2 124 3  016 
Water Services Project 758 

- 555  588  Unallocated' - 
17 117 97 Municipal  Infrastructure Grant - 
- - - Integrated Sustainable  Rural Development 32 
9 - - Urban Transport Fund 40 

240  245  258 National Electrification Programme  228 
123 - - Sport & Recreation facilities 16 
117 - - Local Ecomomic Development Fund 111 
260 - - Community Based Public Works Programme 260 
884 1.012 818 

Subtotal cauital 3416  4144 4 588 4 996 

Restructuring grant 250 
212 199  208 Financial management grant 154 
315 343  363 

150  182  423 Municipal System Improvement  94 

Subtotal capacity building 8: restructuring 498 677  724  995 

Total transfers to local government 8801 12001  13249  14624 
1 Poverty relief allocations in 2003/05 are subject to Cabinet review and therefore unallocated. 

~ ~ ~ ~~ ~~ ~ ~~ 

Table E-15 reflects all the  national  transfers  to  local  government. 
This year. fo; the first time. all grants to municipalities  are  published  per  municipality 

as  part of this  Budget as annexures to this memorandum to facilitate  credible  budgeting 
at local  government  sphere. Previousl!., these  allocations  were  only  published  about  two 
months  after  the  national  Budget.  The  allocations  are also published for both  the  national 
and  municipal  financial year. The local  government  financial  year  commences  three 
months  later  than  the  national  and  provincial  financial  year. on 1 July. The allocation in 
terms of the national  financial  year is the  legal  requirement  for  national  and  provincial 
transferring  departments.  and  for  audit  purposes.  The  allocations  in  terms of the 
municipal  financial  year  facilitates  municipal  budgeting as these  allocation  are  required 
for  municipal  revenue  budgets.  Some  conditional  grants  allocation  could  not  be 
published  for  the  municipal  financial  year - these  will  be  provided to  Parliament  during 
the  Portfolio  Committee  hearings on the  Bill. 

Municipalities  take  responsibility  for  the  delivery of services to residents in their 
jurisdiction  and  this  means that all grants  provided to public  entities,  like  Eskom  and 
Water Boards, for the  provision of municipal  services  will  be done through  the 
municipality.  Service  delivery  agreements  will  have  to  be  signed  between  the 
municipality  and  national  public  entities like Eskom  and  Water  Boards. The Municipal 
Systenzs Act require  that  such  providers be accredited  as  external  mechanisms for  the 
delivery of municipal  services. 

' The  National  Treasury  estimates  that  the  284  municipalities  will  collect  around R68 billion for their 
2003  budgets.  This  estimate is lower  than  budgeted  figures  since  municipalities do not  collect all revenue 
budgeted,  and also include  borrowed  funds. 
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The  equitable share for local  government 

Section 227 of  the  Constitution  requires  that an equitable  share of revenue  raised 
nationally be allocated to local  sphere of government to enable  it to provide  basic 
services  and  perform  the  functions  allocated  to it. The  equitable  share  grant  and  formula 
were  first  introduced  in 1995/99. It is an  unconditional  grant  assisting  municipalities in 
wpplementing  their  revenue to  deliver  services  to  poor  households. 

The  equitable  share  formula was  developed  at a time  when  there &as little 
information on each municipality. Essential  information on population  and  income 
demographics  of  every municipality. their fiscal capacity  and  efficiency.  backlogs. 
budget and  costing  information  was  not  available  and  the  formula  had  to be designed 
around  the  limited  information  that  was  available at the  time. The  population. per capita 
expenditure.  household  size. urbanhral proportions,  and  the  number of poor 
households in the  municipality  are  the  primary  factors used in determining  formulae- 
bused allocations  for  indibidual  municipalities. 

Table E- 15 shows that  the  equitable  share is growing in importancc mil is projected 
to  increase by R2.4 billion  from the 7002103 figure of R3,9 billion  to R6.3 billion in 
100310.1. This  reflects  government's commitment to  the  provision of basic  municipal 
ser\,ices to poor households. As the  intergovernmental  system  is  maturing. the equitable 
share Zrant increases  in  relation to other  local  government  grants, from 15 per cent in 
2002103 to 53 per  cent in  200310.1. The  squitable  share  grant  has  undergone LL number of 
changes  since  its  inception.  These  include  the  incorporation of R293 town  subsidies.  the 
realignment of allocations to the neLv1;; demarcated  municipalities. ar.d dlocations to 
the  district  municipalities in the 1001!03 tinancial  year. For 2003/04, ;1 separate  window 
for  the  funding  of free basic  services celectricity. water,  sanitation  and  refuse) is created. 
This will enable  municipalities to accelerate  the  provision of free  basic  ser\.ices to poor 
communities. 

A major  change implemented  for 1003104 is the  alignment of the quitable share 
allocation  to  the new division of functions between local (Category B )  and  district 
(Category C) municipalities.  These  divisions  were  gazetted  by  the  1Iinister  for 
Provincial  and  Local  Government on 3 January 1003. and  take  effect  from 1 July 2003 
for  the  new  municipal  financial year. The  Local  Government  Transition Grant is also 
discontinued  as a separate  grant  and incorporated into  the main equitable  share  formula. 

The  publication of the 200 1 Census  data  during  the  course  of 2003 \vi11 provide  the 
opportunity  to  comprehensively review the local government  equitable  share  formula. 
Given  the impending  restructuring of the  electrification  industry.  the  review  will  also 
assess  whether  current  revenue  raising  powers  match  the  functions of various  categories 
and  types of municipalities.  the  tax-raisins  powers of local government  and  their 
assiyment within the local sphere.  the  future of the RSC levies.  the  feasibility of 
municipal  levies on key municipal  services  like  electricity  and water. and the  division of 
fiscal powers  between  category B and C municipalities.  The review will also  include  the 
formula  for  the  equitable  share. and conditional  grants.  and  include  the  phasing in of 
other  grants - such  as the  water  services  operating  subsidy - into  the  equitable  share. 
I t  is anticipated  that  this review will be completed in time  for  the 2004 Budget. 

The  adjustments to the  equitable  share  grant  formula  for  the 2003 Budget is an  interim 
measure  to  take  account of urgent considerations.  The  following  six  budget  windows  are 
used in the  allocation of the  equitable  share  grant  for  the 2003/04 tzatiotml financial  year: 

Element R million 
Equitable share  allocation 

Amount  available for distribution through the formula 
38 1 ( 1) Less: R293 allocations 

6 343 

300 (6) Free  basic  electricity 
822 (5) Free  basic  services  (water,  sanitation,  refuse) 
212 I ( 4  Nodal  allocation 
450 (3) I-grant 

-I 178 (2) S-grant  (including  guarantees) 
5 962 
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Each  of  these  windows  are  discussed  below.  Additional  information  on  R293  allocations 
and  the  demographic  information  used in the  equitable  share is provided by StatsSA and 
is included as annexures to the  Division of Revenue Bill. 

R293 allocatim 

This  window is phased out in 2004lO5. It originally  had two  components.  one  dealing 
with  non-personnel  and  the  other  with  personnel.  The  non-personnel  component of the 
R293  was  phased out and  incorporated  into  the local government  equitable  share in 
2000/0 1. 

The  equitable  share  allocations  for  the 2001/01 to 2003/04 financial  years  included 
funding  for  R293 staff transferred to municipalities.  Municipalities  were  guaranteed to 
receive a R293  town  allocation  for staff (100 per  cent  as  at  transfer)  over  a  three-year 
period  ending 30 June  2004.  The  normal  formula  allocations will apply  thereafter  and 
the  guarantee  mechanism  (discussed  below) will also  apply. 

S-grant 

The  S-grant is the  biggest  component  within  the  equitable  share  grant.  and is designed 
to meet  the  operating costs of a municipality  when  providing a package  of  basic  services 
to low income  households. Poor households  are classified as those  spending less than 
R1  100  per  month.  The  formula  for  the  S-grant is: 

S = aPLH, 
Where: a = a phase-in  parameter with 0 > a 2 1 ; 

P = a budget-adjustment  parameter,  set  to  adjust  the  size of the 

L = an esrimate of the  annual cost of providing basic public 
grants to the available  budget: 

services: and 
H, = the number of poor households 

The  following  parameters  will  be  used for the 2003 MTEF: 

Parameter 2005106  2004105 2003104 
a 

R1 033 Annual  cost of basket of basic  services L 
1.3582 Budget  adjustment  parameter B 

1 0.85 0.7 Rural  alpha 
Urban alpha 1 1 1 

The  alpha  parameters  were  introduced in recognition of the  differences in the 
financial  and  administrative  capacities of rural and  urban  municipalities.  The  alpha 
values for urban  and  metropolitan  municipalities  will  reach 1 in the  2003/04  financial 
year.  whilst  the  alpha  values  for  the rural municipalities will reach 1 in the 2005/06 
financial  year. This will  take  account of capacity to spend efficiently and effectively. 

The  threshold  poverty  level is set at R1 100  household  expenditure  per  month. 
According to the 1996  Census, 3,2 million  households  are  living in poverty. In the 
2003/04 financial  year  corrections  have  been  made for the  powers  and  functions camed 
out by different  municipalities.  The  S-grant is divided  between  category  B  and C 
municipalities in line with  functions  performed.  The  overall  S-grant is split up  as 
follows: 23.3 per  cent is for water  supply.  41.9  per  cent is for  electricity  supply,  11,6  per 
cent  for  sanitation  services  and 13,3 per  cent  for  refuse  removal. 

I-grant 

The  purpose of the  I-grant  is to provide  resources to municipalities  to assist in 
institutional  and  governance  requirements.  The  grant is designed  to  target  municipalities 
with  little  capacity  to  fund  their  own  administrative  infrastructure.  Currently  the  I-grant 
formula is applied to metropolitan,  local  and district municipalities.  However, 
metropolitan  municipalities  have  relatively  high fiscal capacity  and. do not  qualify  for 
the grant. Unlike  last year, the  grant  allocations for district  municipalities are determined 
by the same  formula.  The first part of this formula  captures  how  the  administrative  costs 
of a municipality  increase  with  population  size. It assumes that these  costs  increase  more 
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slowly than population does. i.e. a larger  municipality  has  more  costs, but not 
proportionately  more than a smaller  one.  The  second  part of the  formula is a correction 
for the  inability of  the  municipality to fund  its  own  administrative  overheads.  The 
formula  for  the  I-grant  is: 

Ii = I&’ - 0.075 (E - 250) Pi 

Where: I,, = a per  capita  I-grant  parameter  that  serves  to  determine  the 
total amount of money  allocated  through  the  I-grant: 

Pi = is the  population in the  municipality i; 
‘I  = a scale  parameter  that could take any  value > 0 and 5 1: 

Ei = is the average  monthly  per  capita  expenditure in munici- 
and 

pality i. for values of x i  below the stated  monthly per 
capita floor of R250, the term (Yi - per capita Hoor) is s t  

equal to zero. 
The  following  values  are  allocated to the  I-grant for Category A and B municipalities 

for the 2003 MTEF: 
1 Parameter I Value ~ 

I 

1 -1 
I 7 i ( j  Ayerase  per  monthly per capita  zxpenditure threshold ’ K i 0.25 ~ Scale  parameter 
I 

_i 

The  President  announced 11 development  nodes in his 2001 State of the  Xation 
Address.  Departments  were  subsequently  requested to prioritise  funding  to  these 
under-developed  areas. In line with this  objective,  additional  equitable  share  allocations 
are  made  available to these  nodes for  non-infrastructure  developmental pro= orammes. 
besinning in 2002/03. The  funding of the  nodes  are  linked  to  the  life-span  of  projects. 
Similar to last  year, 65 per cent of the  nodal  equitable  share  allocation will be allocated 
to the  rural  nodes and 35 per  cent  to  the urban nodes. 

This is a new  supplementary  component to accelerate  the  pace  for  the  pro\ision of 
free  basic  electricityienergy  and  free  basic  services  (water.  sanitation.  refuse)  to  poor 
households.  The  division between municipalities  has been determined by the  S-grant 
formula  and 1996 Census  data on municipal  infrastructure  for water. sanitation.  refuse 
and electricity  infrastructure for poor  households. 

To create  stability  and prevent the  disruption of services,  municipalities  are 
guaranteed 70 per cent of their  previous  year’s  allocation. However. given  the  new 
functions  for  the 200304 financial  year for category B and C municipalities.  the 
equitable  share  allocations  have  been  adjusted to provide  funds  to  the  municipality 
legally  entitled to perform  that  function.  The  guarantee  mechanism  does not apply to 
that portion where a municipality no longer  carries out a specific  function. 

Conditional grants to local government 

Schedule 6 and 7 of the  Division of Revenue Bill  presents  the  conditional  grants  to 
municipalities.  Conditional  grants  are a significant  portion of national  grants to local 
government. In particular,  conditional  grants  are used to: 
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Incorporate  national  priorities in municipal  budgets 
Promote national norms and  standards 
Address  backlogs  and  regional  disparities in municipal  infrastructure 
Effect  transition b!. supporting capacit!.-building and  restructuring of munici- 

Allocations  for  conditional  grants will rise over the  medium term. reflecting  the  priorit), 
attached to the  extenrion of municipal  infrastructure.  Significant  changes  are  introduced 
in the policy framewjork underlying  some  grants.  particularl) in infrastructure  and 
capacity  building. Belou. is a summar)' of all the  conditional  grants  listed i n  Schedule 6. 
6A and 7A of the  Dilision of Revenue Bill. 7003. 

palities. 

O \ w  the past  !ears. national  and pro\incial government  have committed significant 
resources to assist i n  buildins capacit!  at the  local  level of government.  The  range of 
programme>  administered b! different  national  departments is fragmented  and in the 
process has dela!,ed or  does not appear to  ha\.e  deli\.ered  substantial  improvements in  
municipal capacit!. Government i i  concerned  that  the lack of coordination  among 
capacity-building  initiatil es reduces  their  impact in impro\.ing  the  capacity of 
municipalities.  Go\,ernment  intends to create  one  consolidated  local go\zernment 
capacity-building  programme. n\  erseen b!. a  multi-departmental  team. 

The Department of Pro\>incial  and Local Government  IDPLG) is spearheading  the 
shift touards a comprehensi\,e  capacitJ--building  strategy. An interim  framework for 
municipal capacit!, building  allocations  regulates  the  alignment of allocations  into a 
consolidated  grant b! 2005/06. The framework  provides for multi-departmental  teams 
i n  the  national  and provincial spheres  to  oversee  and  manage  the  capacity-building 
programme. initiall!. prioritising  integrated  development  planning. stratesic  manage- 
ment and s e n k e  deli\,er! skills. and financial management  and  budzet  reforms. In line 
\vith this  approach.  the  Local  Government  Capacity  Building  Grant.  which is currentl! 
distributed  \.ia pro\,inces  to  municipalities. will be incorporated  into  the  Municipal 
Systems  Improvement  Grant  and will be transferred directl!, to  municipalities.  The 
financial  management  grant  under  the  National Treasur! vote is committed  to  the 
international  technical  assistance  programme.  The  demands of the coming MwlicjpI 
Firlnrlcr Mmnpcrrrerlr Act v,,ill require  significant  capacity  building in municipalities. 
The  National Treasur!. is working  closely uith  DPLG to ensure  co-ordination between 
the \ , a r i a s  capacit? buildin? pros "rammes. 

Capacit! buildin?  and  restructuring  grants  doubles  from  R39S  million in the 1003/03 
financial  year to R995 million in the 3005106 financial  year.  This  translates to a nominal 
a\'erage  annual  increase of 26 per  cent (19 .1  per  cent in  real terms)  over the next three 
years.  Capacity  building grant5 10 municipalities  that f l o ~  through  provinces M i l l  be 
incorporated  into  the  municipal  systems  impro\.ement  grant in 1005/06. This translates 
to an additional R23.q million to the  local  sphere  and  hence the sharp  increase in the 
municipal s!'stems improvement p u l l  in 3005/06. 

The bulk of capacit! building grants  are  targeted at smaller  and  medium  size 
municlpaiities M hereas thc restructuring :rani is targeted at larger  municipalities with 
budgets  exceeding R?OO miliion. 

Infrastructure  grants  are  a  critical  component of the  national  go\.ernment's  objective 
to expand  the deli\er!. of basic services  to  poor  households  and to alleviate  poverty. 
The!, complement the  equitable  share  allocations t o  gi1.e  effect to government's 
commitment  for  delivery of free basic  ser\,ices. A further  objective of the  infrastructure 
grants  is to stimulate job creation.  and  ensure  skills  transfer  and  gainful  employment 
creation over  the medium  term. .4n additional  RI billion over  the next three  years is 
allocated  for  the  purpose of labour-based  infrastructure  investments.  These  funds will be 
distributed  through  the  existing  municipal  infrastructure  grants  framework. 

Infrastructure  grants  increase  to R4.1 billion in 2003/04 from R3.4  billion in 3003/03. 
For  the  outer  years.  total  infrastructure  transfers  rise  to R4.6 billion  and R4.9 billion. 
The largest  rise is in the  Consolidated  Municipal  Infrastructure  Programme  (CMIP) 
grant.  which  experience an average annual increase of 21,8 per cent  between 2002/03 
and 3005/06. Of  the total  infrastructure  transfers  allocated in the  period 2003/04. about 
49 per  cent  goes  to  nodes  identified as part of the  Urban  Renewal and  the  Integrated 
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Sustainable  Rural  Development  programmes.  Metropolitan  areas  receive 16,3 per  cent 
of the total, of which 84 per  cent  goes  into  urban  development  nodes.  District 
municipalities  and  district  management  areas  receive 67,s per  cent of which  about 51 
per  cent  are  for  rural  development  nodes. 

National  Government is  in the  process of finalising the  rationalisation of the  many 
infrastructure  grants to municipalities,  and  create  the  new  Municipal  Infrastructure 
Grant (MIG).  The  MIG  gives effect to earlier  Cabinet  and  Budget  Forum  decisions  and 
policy  positions on the  establishment of a  single  consolidated  fund  for  municipal 
infrastructure  provisioning.  The  MIG  gives  municipalities  a  central  role in coordinating 
development  activity  within their jurisdictions  and  the  delivery of municipal  infrastruc- 
ture. The  conditionalities of the  MIG is focused on achieving a number of output 
conditions.  including  the  achievement of service  coverage  targets  and  employment 
creation  and  link  directly  with  Municipal  Integrated  Development  Plans  (IDP).  The 
IDPs will  be  the  primary  strategic  management  tools  for  determining  the  scope,  scale 
and  mix of local  service  delivery activities through  assessing  local  needs  and priorities. 
The role of National  Government  would  be to support,  monitor  policy  outcomes  and 
regulate  municipal  infrastructure  investments.  Crucially  the  policy  reform  around 
infrastructure  grants will bring  the  grant  system in line with  the  general  direction and 
path of the  intergovernmental  system.  which is focused  towards  improving  the  capacity. 
efficiency. effectiveness.  sustainability and accountability of the  local  sphere. 

Figure E.l Infrastructure  transfers to local government - 2003/04 

1 I 

Implementation of the MIG is expected  to  commence in October this year.  and to be 
fully in place by 2005/06. Phased in over  a  three-year  period,  the new MIG will  be 
created  through  the  merger of the  Consolidated  Municipal  Infrastructure  Programme. 
the  Water  Service  Grant  (managed by the Department of Water  Affairs  and  Forestry). 
and  the  National  Electrification  Programme  (managed by the  Department of Minerals 
and  Energy).  Current electrification funding  will be incorporated  once  the  framework 
for  restructuring of the electricity distribution  industry  has  been finalised. Consideration 
will  also  be  given to including  the  existing  poverty-relief  programmes like the  Local 
Economic  Development  Fund,  the  Community  Based  Public  Works  Programme  and  the 
Building  for  Sports  and  Recreation in the  consolidated grant. These  programmes  will be 
incorporated  after  National  Government  has  reviewed  the  poverty-alleviation 
programmes. 

The Division of Revenue Bill. attendant  documentation  (schedules  indicating  revenue 
division  and  grant  frameworks),  and  background  material  such as the 2002 Intergov- 
ernmental  Fiscal  Review are  available on the  National  Treasury  website 
(www.treasury,Qov.za). 
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Appendix El: Frameworks  for  Conditional Grants 
to  Provinces 

Detailed Frameworks on Schedules 4 , j  and 7 Grants  to Provinces 

Introduction 

This appendix provides a framework  for  each grant in Schedules 4. 5 ,  and 7 of the 
Division of Revenue Bill. The following  are key areas  considered for each  grant: 

Purpose and measurable  objectives of the grant 
Conditions of the grant 
Criteria  for allocation between provinces or municipalities 
Rationale for funding  through  a  conditional grant 
Monitoring  mechanisms 
Past perfornlance 
The projected life of the grant 
The payment schedule 
Capacit!, and preparedness of the transfemng department 

AGRICULTURE GRANTS 
Land  Care  Programme  Grant 

Transferrine DeDartment 1 Arnculture (Vote 261 I 
I Purpose I nomic status of rural communities 

* To addre\\ the defradat~on problems of natural rewurces  and improve the roclo-eco- 

3leasurable 
objectiveshutputs 

I 

* Rehahil~tat~on of irrigation schemes to  benefit  small scale  tarmerc 
* Rehahllitation  and improvement in veldt management 
* Imorovement in uroduct~on  rvstems  for small scale farmers 
* Reduction in depletion of soii femllt! and soil ac~dit) - Tra~ning facilitatlon 

1 Conditions I Imulementation of auoroved  oroiectr accordinr to the Droiect rchedule 

Allocation  criteria Based on the submiwon of project\ by Provinces. w ~ t h  some hlas tonards the poorest 
pro! mce\ 

Reasons  not  incorporated 
to equitable  share 

The iund~ng  I\ from  the  speclal  povert) allocat~on  made h) nat~onnl government 

1 Rlonitoring  mechanisms ' - Province?  rcpon mvnthly on implementatlon progress 
Impact a5resment to be completed h! the  end of 2002/03 financtal  year 

Past oerformance 1 2 o o m  
I '  

j 
I 

- I O 0  per  cent spendlng of nllocatlon 
* Evaluatlon of completed and o n p n p  project\ completed 

* 3 1  per cent  has ahead) been ipeni o n  project\ hy end of December 2002 
' Expect a11 tun& to be  <pent.  alrhouph In some provlncei the) ha\e been  waitinf for the 

rams  to wn ~n order IO proceed ~ l t h o u t  causlnf an! depradation of the land and  en\^- 

Pro,iected life i 12 Month, 

Payment  schedule I F o u r  qunnerl! mtalment\ 

Capacit!  and  preparedness i A l l  a d m ~ n l \ t ~ m o ~ ~ .  n l o n ~ t o r ~ n ~  and repon~nf capaclt! I\ 111 place 
n f  the  transferring depart- 1 
mcnt I 

Table 1 Land Care Grant 

2002/03 
R thousand Revised 

Allocations 
Eastern Cape 6 000 
Free Stare I 300 
Gautenf 
KwaZulu-Natal 1 000 
Limpopo 5 000 
Mpumalanga 2 000 
Northern Cape I 300 
North West 3 000 
Western Cape I 300 

Total 24 000 

2003/04 
Budget 

s 000 
I 800 
1 600 
6 500 
8 000 
3 500 
1 800 
5 000 - 1 800 

3s oon - 
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Transferring Department 

Purpose 

Measurable Objectives/ 

Special Food Security Pzpiects (Indirect Transfer) 
Agnculture (Vote 26)  -. 

outputs 

Conditions 
Allocation criteria 

Reasons not incorporated 
to equitable share 
Monitoring mechanisms 

Past performance 
Projected life 
Payment schedule 

i 
To implement  special  programme for food  secunty 

* Rehabilitation of irrigation schemes to benefit  small  scale fanners 
* Traming  factlitatton 
* Improvement of community vegetable  garden 
* Reduce  household  food  insecurity 

Funds  used  specifically  for  special  programme  for  food secunty 

Based on the  implementation  repon  prepared by the  Food  hgncultural  Organlsation of 
the  Unlted  Nation  which  has  identrfied  three  poorest  provmces to be Included In the  pilot 
programme 

Total allocations of R10 million are made to: 
Eastern Cape-R? million 
L1mpopo-R6 mllion 
Kwazulu-Natal- R? milllon 

The funding IS from  the  speclal  poverty  allocation  made by the national  government 

Provlnce to repon  monthly on implementation  progress 

The preparator),  phase  completed 

17 Months 

Not Jpplicable (Indirect transfer) -.Accounting responslbllity  rests wllh the accounting 
omcer of the  transfemng  natlonal  department 
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EDUCATION GRANTS 

r 

Transferring  department 

Purpose 

Measurable  nhjectivesi 
outputs 

londitions 

Allocation  criteria 

ieasons Cor funding 
hrough  conditional  grants 

rlonitoring  mechanisms 

'erformancr 

Projected life 

Payment  schedule 

Capacit! and  preparedness 
of the  transferring  depart- 
ment 

~~~ 

I '  

1 

I 

Financial  Management  and  Oualitv  Enhancement 

Educat~on (Vote 151 

To Improve  hnanctal  management tn the education  system  and  improve  the quahty of 
:ducatton ~n  schools 

' Tralning of school  management  teams  governing  bodles  and  district  officials in leader- 
ship.  management,  financial  planning.  asset  management  and  school  development  plan- 
n~ng 

scarce  subjects  such ab mathematics  and  science 
' T r a ~ n ~ n g  of educator5  on  curriculum  and  classroom  management.  and  teaching of 

* Trdinlnp of education  officials  on  systemic  evaluanon  and  whole  school  evaluation - Increase In the number  of  girl  learners  from  disadvantaged  communit~es.  focusing on 
the nodal  areas that study  gateway  subjects  such as Maths.  Science.  Technology  and 

@ Schools that obtained 0-30 per  cent in  2002 matriculation to improve  the pass rate hy 

' Improved  school  safety.  targeting  crime  such as drugs. vandal~snm. and  raclsm  through 

* Development  and  dlstribution of handbooks on financial  management  mcludlng.  sys- 

An 

15 per cent 

advocac! campa~gns 

tem\ on hnances,  education  management  information  and  learner  suppon  management 

- Establishment  of  food  gardens in schools in the  nodal  areas to supplement  the  Inte- 
s y e r n r  

grated  Kutrition  Programme  and to improve the physical  env~ronment - Rat~onal~sat~on of 152 Technical  colleges  into 5 0  further  educatton and tralmng  instltu- 
tlons 

* Schools In the nodal  areas  participate in music  competitions  and  learners to take  part ~n 
extra  curricula  act~vities  mcluding art. spon. culture  and  mdigenouc  games 

* Schools in the  nodal  areas  are  supplied  with  Sclence.  Technology.  and Art kits  and edu- 
cators  would  he  trained in the use of the  kits - Conversion of some  schools tn nodal  areas  into  full-rervice  schools  that  can  deal uith 
all types  of learners, and tramng of district  support  teams on strategles to deal  wtth 

- Audits of leave  records in all provinc~al  education  departments  completed b) 31 March 
learners  wlth disabil~tles 

2003 - Provincial  husiness  plans  wlth  the  focus  on  the  above  outputs must be approved by the 

* The output7 as outlmed In the approved  buslness  plans must he ach~eved 
Accounting  Officer of the  national  department  before  the Sou of the first instalment 

The  conditlonal  grant  should not he used to cover  recurrent  costs  such as rates and 

ers 
taxes.  salaries  and  constructlon of buildings  and  procuring  equipment  such as comput- 

* The Director-General must  approve  deviation  from  the  approved  bus~ness  plans 

Education  component of the  provincial equmhle share formula 

Enables  the  national  Department of Education  to  play an overs~ght role  over the ~mple- 
mentat~on of natlonal  education  priorities  for  improvement In manazement  and  outputs of 
the education  system  and  ensures that the  priority  areas are gtven  prominence in the  prov- 
lnces 

The  Department of Educat~on  has  rcheduled  Inter-provmcial  meettngs to he  held  once 
eve?  three  months to dlscusr  progress  on  projects  under t h ~ s  programme 
Fmanclal  reports to he  submttted to the  national  Department of Educatlon by the 15th 
of e \ e n  month.  and  narrative  reports to be submitted a week before the inter-provtncial 

On-we ~ 1 ~ 1 1 s  b! the national  department to ensure  compliance u ~ t h  the approved  busi- 
meet~ng 

The  nat~onal  department  uili  conduct  performance  monitonng  and  e\,aluat~on 
ness  plan<  are  conducted  twice a year 

2001102 
* .All tunds were  transferred to pro\mce\ Although  there wa\ an under-expend~ture of 

about I 4  per  cent. thi\ wa\ an ~mprovement compared to prev~ou\ years of the eur t -  
ence of thl\  cond~tional :rant 

school  gnvernmg  bodies.  school  manafement.  reglonal  and d~stnct education  mannge- 
ment and educators.  These  are  expected to contribute to unproved  school  effectiveness 

ers.  reduced cnme. and  improbed  learner  enrolment  for  mathemdtlcr  and  sctence 
through  tniproved  school  management  and  governance.  unproved  assessment of learn- 

- A number of uorkshop%. training  and  advocac) act~vities  were  undertaken  target~ng 

Projections  for 20UU03 
The  plannmg for thls  year  has  rlgnificantly  improved  compared to the  part  years. B! 
April 2002 business  plans of all the  provinces  were  approved  and  the first transfer was 
affected In April 2002. Expenditure as of December 2002 amounts t o  R69  million or 52.6 
per cent of total  allocation 

The  allocar~on  of this  grant is envisaged to continue  for at least the currenl  MTEF  years 
[2003/0-1 untll 2005/06] 
Four  instalments (15 April  2003. 15 July 2003. 15 October 2003 and 15 January 2004) 
* The  overall  co-ord~nation of the  programme  is the responsibility of the Development 

Commlttee of the  Department  of  Education.  chaired by the Chief Financial  Officer  is 
Support  D~rectorate in the  Department  of  Educatlon.  The  Budget  Revteu  and  Advisory 

overseeing  the  management of the  grant. The Deputy  Director-General  responsible  for 
Planning  and  Monitoring  chairs the inter-provincial  meetings 

* Coordmation  with  the  provincial  education  departments  is  realised  through  the  inter- 
p rovinc ia lh t ings  that  ha  en  every  eight  weeks.  The  individual  project  managers  at 
natlonal  have  also d e v e l o 3 t h e i r  own  system of coordmating  with  the  provinces 
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Table 2 Financial Management and Quality EnhanEment  Grant - 
200Z03 2003/04  2004/05 260906 

R thousand Revised Medium Term Estimates 
Allocations I 

Eastern Cape 42 240 I 43  367  45  969  48  727 
Free State 14 384 
Gauteng 28 083 
KwaZulu-Natal 50  459 
Limpopo 35 846 
Mpumalanga 16 667 
Northern Cape 4 338 
North West 18 266 

14 768 15 654 I6  593 
28  833 30  563 32  397 
51  805 54  913 58 209 
36  803 39  01 1 41  352 
17  112 18 139 19 3-21 
1 4 5 1  3 722 5 004 

18 753 I9  878 21 071 
Western Cape 18 037 1 18 519 19 630 20 808 
Total 228320 1 234414 248479 263388 
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Transferring  department 

Purpose 

Measurable  objectivedout- 
PUB 

Conditions 

Allocation  criteria 

Reason  not  incorporated in 
equitable  share 

Monitoring  mechanisms 

Performance 

Projected  life 

Payment  schedule 

of the  transferring  depart- 
Capacit! and  preparednes 

ment 

Early  Childhood  Development  Grant (ECD) 
Educarion (Vote 151 

~~ ~ .... ~ _._ 

' 4 500 Registered  community  based  ECD  sites 
' 135 000 ieamers  able  to  contlnue their leamlng in the  Foundation  Phase 
u Accreditation of 25 training  Droviders 

. . - - .. . 
%able& the Department of Education to provide  overall  dlrection  to  ensure  congruency, 
:oherence.  and  alignment  with  the  agreed  upon  National  ECD  Strategy  and  the  National 
'ramework  Plan  for  ECD. It also enables the Department of Education to play an over- 
ight role  over  the  implementation of the  pilot ECD  programme in primary schools  and 
;elected  community  based  sites in the  provinces 

Quarterly  review 
-The Department of Education In collaboration w ~ t h  the  responsible  provincial ofi- 

clals will conduct  these  reviews.  The  revlews will be targeted  at  projects In which 
expenditure  levels  are  lower or significantl?  higher  than  the  proJected  figures in the 
business  plans  following  an  analysis  of  monthly  cash  flow  statements on the 
projects.  This  exercise  is  intended to deal  with  difficulties In the  implementation of 
projects by providmg  the  necessary suppon in good  time 

Mid-year  review 
-This is a  substantwe  review  exercise  intended for all national  and  provincial 

projects  under th~s  programme.  It  will  focus  on the financial  and  programmatlc  is- 
sues on a l l  projects  with  the  view to assess  the  impact  and identify key systemic 
problems  that  need to be confronted  in  the  education  system.  There will be broad 
consultations  between  the  natlonal  and  provincial  officials  to  finahse  details  on  this 
matter 

!001/02 
All provinces panicipated 1n development of busmess  plans  and  activated  dellvery 
Achievements to date  include  the  following: 
- Flnanclal  and  administrative  systems  are  in  place in the  provinces to administer  the 

- National  and  provinclal  co-ordinators  contracted  to  support  implementation of the 

- 2 66s selected  sites  are  receiving  subsidles  as  planned 
- Tenders  have been awarded  for  the  Drocurement  and  deliverv of basic  educational 

programme 

project 

klt to 3 000 sltes 

Projected for 2002/03 - 2668  practiooners  to be trained  during 20033 to acqulre  accredited  Level 3 qualitica- 

- Baslc  educational klta delivered to 3 000 sites 

* Promotlon of the  programme  through  the  advocacy  and  information  campaign 
* 150 management  structures to be trained to offer  support to the  selected  snes 

The  pilot  programme  is  planned to run until 2003/01. thereafter  the  programme will be 
funded from provincial  budgets 

Quarterly  lnstalments (April, July. October  and  January) 

The  overall  co-ordination of the  programme is the  responsibility of the  Chief  Directorate: 
Cumculum and  Assessment  Development  and  Learner  Achievement in the Department of 
Education 

nons 

Table 3 Early Childhood Development 

2002/03 

Medium Term Estimates R thousand Revised 

2003/04 2004/05 

Allocations 
Eastern Cape 9 805 

19 448 KwaZulu-Natal 11 713 
10 824  Gauteng  6 5 1 9  
5 544 Free  State 3 339 

16 280 

7 040 North West 4 240 
1 672 Northern Cape 1 007 
6 424 Mpumalanga 3 869 

13 816 Limpopo 8 321 

Western Cape 4 187 I 6 952 
Total 53 000 1 88 000 
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HIV/Aids Graqt-Education 

Transferring Department 
Purnose 1 * To deliver  life  skills  and HIV/Aids  education In orimam and  cecondan,  schools 

Educatlon (Vote 15) +. 

\leasurable/objectives out- 
puts 

- .An additlonal 200 tramed  master  trainers 
* ,An additlonal 15 000 tralned primary and secondary school teachers 
* Venfied  implementatlon of the life slul ls  programmes In an addltional 35 per  cent pn- 

mary and beconday schools 
* Peer education  framework  conceptualised and piloted in 6 secondary schools  per prov- 

ince 
Courre for life \kills  programme  for  teachen  designed and related  support  material 
de! eloped 
Ongoing traming of life orientation educators. and  other  educators in sexuality educa- 
twn  and care.  support of infected and atfected  learners and educators.  which they have 

- Trammng o i  all  educators in the  \?\tern In life  skills to deal with  their (I\W sexuality and 
to teach to learners as pan of a compulsory curnculum In schools 

m k s  to H1ViA1da iniectlon 

Conditions * Prownclal buslness  plans  with  the focus on rhe above  outputs must be approved by the 
Accounting Officer of the natlonal department before the Row of  the  tirct instalment 

* The outcome? as outlined In the approved bublness plans must be Jchle\ed 

itlocation criteria Eiiucatton component o i  the equirable \hare  formula is used to a l l ocm amongst prov- 
mcec 

Reason  not incorporated in 
equitable share 

Enables the Department ot Educauon to provlde overall dlrectmon to ensure  congruency. 
.xhsrence. and  alignment  ?wth the Nmonal  Strategy for HIV/.-Ilds .md the Ustlonal Inte- 
grated Plan for  Cluldren  Infected and ;\ffec:ed b! HIViAlds i \  enured. I t  A o  enable! the 

programme?. In pnmary and \econdary  schools 
Dep;mrnent of Education to play m oberslzhr role over the mmplemenmtlon  of hie ikll ls  

Xlonitoring mechanisms 

* LlonltonnQ snd evaluatlon w ~ l l  he conduc:ed  by the national  Department of Educatlon 

- Departments o f  Educatlon. Health and Soclal Development will \chedule  inter-depan- 
mrntal and Inter-problnclal  meermgs 

Performance 1001/02 

HIV!.Ald\ were pnnted and distnbuted in all provinces 
-In HIV/c\ids provinclal  co-ordinator was appolnted for  each  problnce.  and booklets on 

Projections for 2002/03 
46 5 per cent of the  allocation uas spent  up to the end of December 2002 - HIViAIds  provincial co-ordlnators have been re-appointed and \acancles tilled as they 
m h e .  Uatlonal co-ordinator has  been appolnted and this  has  enhanced  proJect manage- 
ment capacity. effeotweness and efficiency 

Projected life I t  I \  cnbibaged  that, glven :he nature of the epidemlc. the need for wch a grant w l l  per- 
s h t  ior  another 6 to 9 vears at least 

Pavm  ent schedule 1 Four  lnstslments (15 April 2003. 15 Ju lv  2003. 15 October ZOO3 and 15 Januan 20041 1 
Capacity and preparedness 
of the transferring depdrt- 
ment 

The overall co-ordination of the  programme  is  the responsibllity or the Chlef  Directorate: 
Curnculum and Assessment  Development and Learner Achievement In the Department of 
Educatlon.  The  Budget RWIKN and Ad\isory  Comrnlttee of  the Department of Education. 
chalred bv the Chiei Financial Officer  is overseeine the manaeement o i  the eranc 

Table 4 Education-HIV/;iids  Grant 

2002103 2003/04 2004/05 2005/06 

R thousand Revised Medium Term Estimates 

Eastern Cape 
Free State 
Gnutrng 
K\cdulu-Nntnl 
Lilnpopo 
Mpumalanga 
Northern Cape 
North West 

Allocations 
27 238 

9 072 
22 288 

9 638 I I 520 
2 289 3 738 
8 791 I O  512 

I8 915 22 (113 
26 624 31 821 
I 1  818 17 712 
7 590 

23 787 
s 100 

15 816 
25 11 6 
20 187 
9 386 
2 113 

10 286 

25 215 
8 586 

16 765 
30 120 
21 398 
9 949 
2 589 

10 904 
Wesern Cape I I  3761 9 518 10 I58 10 767 
Total 144 605 I 120474 128 579 136293 
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Thuba-Makote: Schools as Centres for Community Development (Indirect transfer) 
Transferring department 

To  develop  and  pilot  a  cost  effective  approach  to  the  design,  construction  and  manage- Purpose 

Education (Vote: 15) 

ment of school  facilities  which  will also  meet  the  developmental  needs  of  rural communi- 
ties 

Measurable outputs Construction  of  20  multi-functional  schools  facilities 
9 projects  (schools)  to be completed  in  2002/03 financial  year 
Construction of 11 schools  to be started  in 2003/04 financial  year 

Conditions * Construction  and  utilisation of facilities  must adhere  to  the  requirements of Poverty 
Relief,  Infrastructure  Investment  and Job  Summit  Fund  for  creation of job opportunities 
for  local  people, focusing  on  women,  youth.  and  disabled 

conceptualisation of the  programme 
- Skills  trainmg  and  transfer  to  the  local  people  must be a  major  focus in the 

Capacity  building in the school  community  for  the effective  maintenance  and  manage- 
I ment of the  facilities  must also be  included in the  programme 

4llocation criteria I For  2001/02  the  amount  was  divided  equally  amongst  the  provinces  and  for 2002/03 and 
2003104 the  backlog  in  infrastructure in provinces  was  taken  into  account 

Reason not incorporated in 
the design,  construction  and  management of school  facilities. The  programme  provides equitable share 
The  programme  aims  t0,develop  and  pilot  models,  which  will  provide  a  new  approach to 

1 innovations in these  areas  and  needs to be  managed  from  a  national level 
. -  

bhitoring mechanisms I - The  implementation of the  projects  will  be  monitored  and  supported  through  a  steering 
committee  comprising  representatives  from  provincial  education  departments  and  other 
appropriate  organizations 
Each  pilot  project site will be vislted  regularly  to  monitor  progress 

* Quanerly progress  reports  in  line  with  the  reporting  requirements  set by National  Trea- 
* Monthly  progress  reports  for  approved  pilot  projects 

sury for  the  special  allocations  for  poverty  relief,  infrasnucture  and  job  summit  projects 

Past performance 2001102 
The  allocation for  the  financial  year  2001/2  totalled R48 million: 
* Expendlture  amounted  to  R35  million.  resulting  in roll over  of R13 million - 9 projects  were  started 

Projection for 2002’03 
The  rollovers  and  the  R47  million  allocated  this  year  are  used  to  honour  contractual  obli- 
gations for 9 projects (schools) started in the  2001/02  financial  year,  which  will be com- 
pleted by the  end of this year. 

Projected life 
Not  applicable  (indirect  transfer)  -Accounting  responsibility  rests  with  the  accounting Payment schedule 
This  grant  phases  out in 2003/04 

officer of the  transferring  national  department 

Capacity and preparedness 

appointed  the  Director:  Physical  Planning  as  the  Programme  Manager of the  project ment 
* The  Department of Education  has  established a Directorate:  Physical  Planning  and  has of the transferring depart- 

An implementing  agency  has  been  appointed 

Table 5 Education - Thuba-Makote: Schools as Centres for Community Development 

2002/03 2003/04 

R thousand Allocation Budget 
Eastern Cape 

5 232 Gauteng 

5 332 5 818 Free  State 
5 232 17 455 

KwaZulu-Natal 5 231 17 455 
Limpopo 5 232 11 636 
Mpumalanga 5 232 5 818 
Northern Cape 5 232 
North West 5 1-32 5 818 
Western Cape 5 232 
Total 47 086  64 000 
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Poverty Relief Allocation  for  National Ikhwe&JProject (Indirect  Transfer - grant in kind) 

Transferring  department 

The overall goal of the project is to provide access to skills dewlopment In General  Edu- Purpose 

Education (Vote 15) -. 
cation and  Trainmg  for adult learners to enhance thelr  social  and economlc capacity 

Measurable  ohjectives  out- 
PUS 

. 450 Educators trained  and employed to deliver  apiculture and SMME learn~ng 

* 16 000 Adults engaged in lifelong leaning 
* 180 Governm bodies and center  manaeers caDacitated to robern and  manape 

programmes 

Conditions * The programme must adhere to the requirements of Poverty Relief. Inframucture In- 

C U I I ~ E  on  women. vouth. and disabled 
vestment and  Job  Summit Fund for creation of job  opponunlties  for local people, fo- 

.Allocation  criteria The ~l l~teracy rates in provinces as well as the  socio-economlc conditions of the provlnces 
were taken  Into account 

Reasons not  incorporated Specla1  allocation from the national Poveny Relief Fund 
in euuitahle  ahare 

Monitoring  mechanisms * Quarterly  progress repons in line  with the reponlng requlrernents \et by Natlonal  Trea- 
\ury for  the  special allocat~ons for poverty  rclief.  infrastructure and job wmmit projects 

tocether wlth the Directorate  Adult  Education  and  Tralnlng n ~ m t o r  and provide 
Natlonal Comrnlttee of provinclal .Adult Basic  Education and Training {ABET)  heads 

progres  repons t o  the Director-Generai 

~ ~~ ~ 

Past  performance * Learner Suppon  Materials ~n agnculture h a w  been procured  throuph SbIMEs and \ent 

* 2-10 educators h ~ ~ e  been appointed to \\orL( in the 60 center5 - Placement tests are h a n g  conducted in the centers 

to pmvlnces 

I O  co-coordinators  hale been appointed to coordinate the project 
* Informat~on \essIons about  condltmns of \enice are nklnp place In prov~ncc\ 

Prqjected  life The ail~icauon of thls grant is envluged to contlnue unul 200310-1 

I 

Payment  schedule 1 Not npphcable (indirect transfers to provmcesl - accountine  responstb~l~rv rests wlth the 
accountmg officer of the transfemng national department 

Capaclty and  preparedness The Jverall co-ordinatmn of the programme IS tke responslblliry of the Chlrf Directorate: 
of the 
transferring  department Educat~on 

Curnculum m d  Assessment De\elopment and  Learner  Achievement In the Department of 

- .  

I 

T a b l e  6 E d u c a t i o n  - Pover ty   Rel ie f   Al loca t ion  for N a t i o n a l   I k h w e l o   p r o j e c t s  

2 0 ~ 0 3  2003/04 

R   t h o u s a n d   R e v i s e d  B u d g e t  

Eastern  Cape 
Free  State 
Gauteng 
KwaZulu-Natal  
Limpopo 
Mpumalanga 
Northern Cape 
North West 

Al loca t ion  

2 908 
2 066 

250 
I 053 

9 250 
3 150 
6 150 

1 1  050 
7 850 
3 650 

950 
4 000 

Western  Cape I 039 1 3 950 
To ta l  13  158 I 50 000 
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HEALTH GRANTS 

National Tertiary Service Grant (NTSG) 
Transferring department Health (Vote 16) 

Purpose To fund national tertlary cervices. as identitied and costed by the Department of Health 
{DOH) 
To ensure equitable awe\; by a11 South Afncans to b a a  teniq health  level care 
To ensure collective  planning for tertiw cervices 

Measurable objectiveslnut- - ImproLement in management information in the betitrng hospitals 
Puts Yumber of admissions. outpatlenrs and day cases per rpecialised \ervIce untt - Number of  treated  patients  managed  from outside each pro~lnce  , 
Conditions * Maintenance of a separate cost and management  centre In each benetiring  hospltal 1 - Appotntment of a chief  executive officer by 30 April 2003 for  each benetitlng  ho\prtal 

- Delegatwn of management. accnuntlng  officer,  procurement, hlnng, dlsctpllnlng and 
identttied I 
dimt\ ,o l  po\vers to chief executive officer by 30 May 2003 

* Provlrron o f  destgnated national tertiary \er\ices - Pro\ tslon of \enices at acrnity ie\els as agreed  hetween the provlnce 2nd the national 

- Pro\Inces to ~nclude appropnate tniormatlon In thelr itrategrc plan& to be Labled by 

* Depanmsnt, [hat recrl\e  [his grant must communicate rn wrmng to each bensritmg 

DOH 

3 I \larch 2004 

ho,plrJl !he ,Illocmons made. condillon\ and expected \ e r \ ~ c e  level outputs. For m o m  
tormg purpowh. [hi5 miormation Yhould be mppiied io [he natlonal DOH 

4llocation Criteria * Co%r nfiie<tgnated nntronal rertwn. \enlccr \tavdardlsed herween prmlncez to ensure 

* Yon-prrwnnel costs h:lred on \er\lce deliverv level> 
" l i k  tor Ilh-e" funding 

Reason not incorporated in - Udrlonal Tenlap \erbIces habe rptll-over henetits a n d  need to be planned natlonall? and 
equitable share 

* The,? ben~ce ,  benetit other provinces and the \plll-ovsr CUIK cannot he covered by the 

Monitoring mechanisms Quarterly \ u b m l \ r m n  uf UTSG monltonng data \ l a  Dr\tnct Hospltal lniomauon Syrtem 

iol lect l \el) 

equrtJble .;hzre formula 

1 DHlS 1 

Past performance - Funds hate heen dowtng to provtnces according to poymrnt schedules as these fund; 
f o r m  part ot +mxal recurrent  funding &iithrn the health budget 

* Transltron irom former Central Hospltals  Grant has heen succesmly achleled. Includ- 

cular~on ui the grant \ b i l l  hz re_eularl) re\re\\rd 
torew3ble iurure. The plannlng of rhe vxwx conrigur&m and me hasra ior the 531- 

Payment schedule * Equal monthly  Instalmenti - normall? on rhr 10th day o i the  monrh. 

Capacity and preparedness * The grant fund5 exlstlng \enlces and ongotng act lv l t~es x rhe capacrry io \ p e d  ir I n  
of the transferring depart- place. 
ment - The natronai DOH has a derynated unlt to momtor compllance  nrth the condltlon\ or 

the ;rant. There is a  constant need to improbe information on actual \ e n  Ice deIl\en 
and c a m  to imiitatc monltonng .rnd plannlng 

Further work by national 200310J 
department - idoptton o t  J rc\tructurmg plan tor garnmg prm'lnces by 30 .April 100.< 

.Agreement\ to he completed and \ p e d  by .3) Apni 2003 - Finalthe long trrrn plan for modemlrauon of tentary services 

2onJ/o5-?oo5/o6 
* Delelop yam  fhne \bork  10 wpport modernlsotlon process 

Table 7 National Tertiary Services Grant 

2002/03 1 2003/04 2004/05 2005/06 

R thousand Revised I lledium Term Estimates 

Eastern  Cape 125 779 1 195 504 272 036 353 022 
.illocations j 

Free  State 392 145 

Gaureng I 629 313 
KwuZulu-Natal 4x8 575 
Limpopo 45 575 
Mpumalanga 39 044 
Northern  Cape 24 458 
North  West 34 7.50 

336 501 384 I65 432 116 
I 679 760 I 727 736 1 760 465 

551 831 619 -162 686  637 
46 397 46 578 46  973 
40 765 41 427 42 224 
32 892 42 I05 51 747 
35 000 35 109 34 822 

Western  Cape I047 438 1 IO76 724 I 104087 I 121 380 
Total 3 727 077 3 YYJ 774 J 273 005 J 529 386 
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Health  Professions  Training  and  Development  Grant 1 
Transferrine  deoartment 

Purpose 

Measurable  objectives/  out- 
Puts 

Conditions 

Allocation  criteria 

Reason  not  incorporated  in 
equitable  share 

Monitoring  mechanisms 

Past  performance 

Projected life 

Payment  schedule 

of  the  transferring  depart- 
Capacity  and  preparedness 

men1 

Further work b! national 
department 

Health (Vote 161 

* Suppon  provinces to fund  service  costs  associated  with  training  of  health  professionals 
* Development  and  recru~tment of medical  specialists in under-served  provinces 
’ Enable  shifting of teaching  activities  from  central hosp~tals to regional  and  distnct  fa- 

cilities . Increase  number  and  improve  composition of health  sciences  students by province  and 

* Shift ~n  the  location of practical  training  placements by discipline  to  regional  and dis- 

* Exoanded  soecialist  and  teachine  infrastructure in t a r w  orovinces 

~nst~tution 

mct  facilmes 

* Each  province to publish. in its  strategic  plan  for 2 W ,  information as requ~red by the 
national  DOH, on the  training of all medical  personnel by institution,  including  any 
subsidies  and  other  associated  costs.  deployment of additional  registrars  and  specialists 
by gaming  provinces  and  institut~ons  showing  current  and  proposed  posts  and  related 

Provmces to create  and  budget  for  additional  posts  related to registrars  and special~sts 
infrastructure 

Timely  subm~ssion of monitoring  information as axreed  with  national  DOH.  The  an- 
a5 agreed  with  national  DOH and the  deans of medical  faculties in universiues 

nual repons  should  also  ~ndicate  additional  numbers of registrars  and special~sts in 
za ln ln~  orovinces 

A specific  Increment  has  been  allocated to provinces  without  medical  schools to de- 
velop  spec~alist  and  teaching  capacity 

* The  remaining  funds are  divided  between  the five provinces w~th  med~cal  schools on 
the basls of proponion of medical  undergraduates: 10 per  cent  of  the remander is dl- 

* Target  allocations  per  province to be phased  in  over a 5 year  period, SubJect to annual 
vided  equally  between  the  four  prov~nces  with  no  med~cal  school 

revleu to accelerate  the  ohase in Deriod 

Grant pnmarily tarpets certan provinces.  which  currently  provide  the  bulk of health 

* Expansion  and  shifting  of  locat~on  of  teaching activities  requires  national  coordination 

* Quarterly  and  annual  reponmg by provinces  on  number of students  enrolled  by d~sci-  
pline.  level  and  training  instltution  (frequency to be significantly  decreased  once  na- 
tional  DOH  has  adequate database) 
Quarterly and annual  reponing by provtnces  on  the  number  and  duration of practical 
placements by health  science  students by typehevel  of  health  facility  (frequency to be 

* Quarterly and annual  reponing by targeted  provinces  on  achievement  of  planned  ex- 
significantly decreased  once  national  DOH  has  adequate  data-base) 

- National  deoanment remns  monthlv on transfers 
pansion of specialist  and  teaching  infrastructure 

professionals  tra~ning  nationally 

Funds  have  been  flow~ng to provinces  according to payment  schedules as these  funds 
form D W ~  of general  recurrent  funding  within  the  health  budeet 

The  need to compensate  provinces  undertaking  the bulk of training is likely to cont~nue 
for  the  foreseeable  future. but ongoing  revieu of this  grant  continues  to  Improve its align- 
ment w ~ t h  national  human  resource  develonment  oolicv 

Equal  monthlv  instalments - normallv on the  10th  working  dav. 

The  department ha: designated an offic~al to administer  and  monitor  the  grant.  Increased 
emphas~s is bemg  placed on ensuring  compliance  with  monitonng  requirements 

~ O Y O J  
* Submlss~on h) 30 April 1003 by provinces to national  DOH  of  plan  for  deployment of 

addtrtonnl  registrars and spec~al~sts by gainmg  provinces  and  mstitutions  showmg  cur- 
rent and proposed  posts and related  Infrastructure. 

* Ensure co-ordinatlon of medical  personnel  with  deans of medical  faculties at univers~t) 
and  with p r o ~ ~ n c i a l  health  depanmentr 

* Cont~nue  reteach to Improve  and  reconfigure  this  grant 
* Table neu propotals to progressivel!  Improve  this  grant alongs~de modemlsatlon of 

t e n ~ a n   s e r l ~ c e s  Droootal5 

2004/05-2005/06 
* Progressive  imorovement  of  erant 

Table 8 Health Professions Training and Development Grant per province 

2002/03  2003/04  2004/05 200906 

R thousand Revised Medium Term Estimates 

Eastern Cape 
Free State 
Gauteng 
KwaZulu-Natal 
Limpopo 
Mpumalanga 
Northern Cape 
North West 

Allocations 
72 049 
90  552 

528 137 
I64 755 
35 033 
31  147 
28 3 13 
32 898 

79 873 
90  06 1 

539  330 
167 553 
40 414 
34 421 
30 007 
37 1 4 4  

97 464 127 566 
93  643 92 517 

560  778 554 039 
180 629 192 373 
51 805 72 411 
41 808 54  363 
34 444 41 069 
46 351 62 564 

Western Cape 316364)  314696 327210 323278 
Total 1 299 248 [ 1333 499 1434 132 1 520 180 
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HIV/Aids Grant - Health Department 
Transferring deoartment 1 Health (Vote 161 

Purpose 

Measurable  objectives/ out- 
puts 

To enable the health  sector to develop an effective  response to HIV/Alds  epidemic includ- 
ing to ,upport  approved intementions  mcludlng voluntary counselling and  testlng (VCT), 
mother  to chlld transmission  prevsnrlon (PMTCT) programmes. strengthen~ng of provin- 
cial  management. post exposure prophylaxis (PEP),  home based  care  and  step-down  care 

* Increased  access to voluntary  counselling and testlng by 12.5 per cent of adult  popula- 
r~on  aged  between 15-49 years whin three  years.  with  specific  targets for the youth 
and rural iommumt~es 

* Number o i  health distncts whlch  have  voluntary counselling and testing  facllities - Number o f  morhers reccn ing VCT and  number of motherhaby  pars receiving PMTCT 

* Number of home based cure team) In operation. caseioad and number of patient con- 

* Number o f  rtep-down iac i l~ t~es  in t~perat~on.  number of admis\lon\ und bed day? - Sumbcr of .Idults and children recei\mg PEP after jesual assault 
* Number of projects  targeting commercial \ex iborkers and number of  \ex \barkers 

proph) lasir 

racrs 

re:lch?d 

Conditions 

Reason  not  incorporated in - NsrIi.nal pnonty 
equitable  share I * Dwnbutlon of spldemlc  Jlffrr\  from equltable  rhare Ji5tnbution 

Monitoring  mechanisms * Quanerl)  reponlng of output In terms ot the monltonng tramewor!, s\tahllmed by na- I tlonal DOH - Prrnlnclal I ~ a ~ \ o n  and technlcal  :\upport v w t s  by member\ of the  nunonill DOH 
* Reru1.x n~eetlnzs b\' the Nar~unui Steennz Commmer 

Past  performance 

Prqjected  life j For d u r u r ~ o n  o t  the allocauon 

Payment  schedule 1 Equal wanerl\  In\ralmentq 

Capacity  and  preparedness rrructure\ for planning. io-ord~natlng and monitonng the ~mplemenrnt~un oi [he 
of the  transferring depart- 1 ;&amme ,ire I n  place. The  depann~ent I\ in  the process of appo~nr~np .idd~t~onal ,taff. 

I 
J 

ment 1 mainl)  co-ordlnatorS at p ro \~nc~al  and nmonal level 

Further work bv national 1 2(103/04 Budget 
department 1 Output m o ! k n n g  framework t i n a l i d  by 3 0  ,April 2003 

~ l o n s e r m  rnechanlsms  for HIV/.Wc  fund~nz 
* J o m  Treasury / Health  Technlcal Tu& Team o n  HI\' Financmg n 1 1 1  re\ IN .ipproprmte 

Table 9 Health HIV/Xids Allocation 

R thousand 

Eastern Cape 
Free State 
Gautenz 
KwaZulu-Natal 
Llmpopo 
Mpurnalanp  
Northern Cape 
North We\t 
Western C a p e  
Total 

2002/03 

Revised 
.Ulocation 

25 253 

I 1  71.3 
210 209 

2003/04 2004/05 2005/06 

Medium  Term Estimates 

77 15 1 
12 62 1 
91 844 

123 313 
55 996 
46 41 I 
IS  924 
42 669 

24 101 34 66 I 35 849 
333 556 181 612 535 108 
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Construction Grants - Pretoria Academic 
Transferring department 

Purpose 1 To  contribute toward the fundlnf of construction for Pretoria Academic Hospital In 
Health (Vote 16) 

Measurable objectives/ out- 
outs 

Completion of construction of hospitals 

Conditions The  depanmentc of health of the  provinces in whlch the hospmls  are located will accept 
full  responsibility to fund  future  operational  costs of the  hospitals.  and to reflect  this in 
their  budpet5 1 Allocation criteria Grant targeted to Pretona Academic  Hospital in Gautenf  and 1 1  phase\ out 
with  the  allocntlon R92.J mill~on 

Reason not incorporated in Thls I\ fund~ng designated  for  central  and academic hospital.  whlch  will deliver most]! 
eouitable share I t en ian  and auateman  semces to benefit all Drovlnces 

Monitoring mechanisms * Statu\ repom are  received  regularly and the construction  site IS visited even 2-3 
months tor progres?  assessment 
\Then the comm~ssion~ng stafe ha\  staned the frequency of repons and  site VISIIS w111 
Incrcasc to once a month 

Past performance Condit~onal :rants ha\e been allocated for the construction of the Nkosl Alben Luthuh 
Academlc  hopltal in U;ZN (Durban Academic) and  Nelson Mandela  Academic (Umtatai 
hospllal 111 the  Easrern Cape i n  the past 

Prqjected life 

Four  inmimentr - IS April. I b  July.  and 17 October. 2003. 16 lanuar! 2004 Pavment schedule 
Fundin?  tor Pretoria  .4cademlc phapes out In 2003/01 

?he depanment I\ adequate11 prepared Io monitor the implementation of this programme Capacit? and preparedness 
of'the transferring depart- h) the province 

I ment 
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bansferring  department 

'urpose 

rleasurable  objectives / 
IUtDUlS 

Zonditions 

4llocntion criteria 

leasons not incorporated 
n the  equitable  share 

rlonitoring  mechanisms 

'ast performance 

'rojected  life 

'ayment  Schedule 

Zapacity and  preparedness 
)f transferring  department 

1 I 
t 

I 

Hospital  Revitalisation  Grant 

Health (vote 16) 

To transform and modernise hospitals In line w ~ t h  national  policy and to achieve a sus- 
tainable  infrastructure  from  whlch modern, equitable and sustainable  services can be de- 
livered 

Number of hospitals  revitalised 

- Compliance with  Integrated  Health  Plannmg Framework  (IHPF) and monltonng and 

- Compliance with  provinclal pnontles ior sustainable servlce delivery as identltied in  
reporting  requlrements 

the provinces'  Strateglc Positron Statements  (SPS) 
.Illocatlons after 300312004 wrll depend on progressive increases In spending on mam- 
tenance up to targets  <et in IHPF 

* Al l  projects  must  involve  comprehensi\,e  revltalisatlon,  including at least management. 
health  technology,  mfrantmcture  and quality improvement  programmes - Business cases in a standard i o m a t  must be submitted to national Depanment of 
Health by 30th  May 2003 for  any  additlonal  projects  to  he  funded In following years 
dllocatlon - .Allocations are  based o n  projects comprised of at  least one hospltal per provlnce 
The  number of projects  per  provlnce will be  agreed between national  DOH  and Na- 
tlonal Treasury  each  year 5ubJecr to the availability of resources and progress wtth cur- 

* .\llocatlons rake  Into conderatmn pcriormance in achievlny planned 2nd natlonal tar- 
rent  projects 

gets 

To provlde  the  additlonal  Investment to prov~nclal health departments to enable them to 
transform and  modemise the  hospltal \ector in line with nationally agreed goals and 
tlmeirames 

* Prescnbed format and Indicators in hoapltal and provlncial monitonng modules 
* Monthly reponlng on  project mplementatron progress  and expenditure to the nat~onal 

20~1112002 
* All allocated fundi were trmcferred to provinces m d  all roll overs from 2000101 were 

\pent - Under expenditure of R60 mlllion. because of poor provinclal cnah  flow prolectlonr 
and transition to revltalisatlon  project 

department 

2002/2003 
* Spending  amounts to 7 1.4 per cent of total awlable  tunds by the end of December 

2002/03 - Caah Hows of currently commmed projects  mdicate  that all allocated  funds wdl be 

This IS the last year that rehabilitatmn  proJects w ~ l l  he  funded from thls  grant.  which 
,pent 

w ~ l l  in future be  covered  through  the  probmclal  infrastructure  grant ondior equitable 
share allocatlons 

Will largely depend on the rate of funding  and  pace of revitalisauon of ho\pltals and m- 
iramucture prioritles of the hedrh  sector 

Four  ~nstallments 

The  department  has Increased 11s capaclty,  including a proJect  manapemenr untt  for rhe 
revltaliration programme and  has rmplemented a project implementatton  structure Includ- 
ing national  and  provinclal  management  teams  and steering group7 

Table 10 Hospital Revitalisation Grant 

1002/03 

R thousand Revised 
hllocations 

Eastern Cape 84 000 
Free  State  29 000 
Gauteng I35 000 
KwaZulu-Natal I I I 000 
Limpopo I19 000 
Mpumalanga  48  000 
Northern  Cape 25 000 
North  West 53 000 

2003/04 200405 2005/06 

Medium Term Estimates 

90 751 116 354 121 008 
50 356 52 370 54 466 
87 939 I55 126 232 870 

129 860 178 054 190  292 
96 239 106 463 110 721 
65 666 68 292 71 025 
5 1  939 57 135 59 42 1 
59 939 92 845 98 998 

Western  Cape 45 000 1 81 939 85 217 88 625 
Total 649 000 I 717 628 911 856 1 027 427 
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Transferring  department 

Purpose 
I 

Measurable nb,iectibes/ out- 
puts 

Conditions 

.Allocation criteri:t 

Reason  not  incorporated in 
equilahle  share 

\h i to r ing   mrchan i smc  

+ 

4- 

1 
I 

i 1 
I 
i 
i 

Past  performance 

Projected  lile i 
Parment  schedule c 

j Capacit?  and  preparedness 
1 of transferring  department 

Integrated  Nutrition  Programme  Grant 

Health  (Vote 161 

* Improve the nutritton statuc of South  African  children: specllically to enhance active 

* Imprme nutrttlonal  knowledge. percept~ons. attttudes  and hehawor amongst  school 
learntnf  capacity  and  Improve school  attendance in schools 

learner,. the~r  oarents  and  teachers 

* Imprcwe cwerape  of targeted prima0 school  feeding  from 86 per cent to 100 per  cent 

* Improve  compliancc with nurritlonal  criteria for school feedlng from (1 per  cent to 1 0 0  
- Improve  coverage of planned feedin: days from 85 per  cent to 100 per cent 

- Decrease  underu'elght. stuntmg and  wasting tn chlldren  from 10.3 per cenr to I O  per 
per  cent 

cent.  21.6 per cent to 7 0  per  cent and 3.7  per cent to 2 per cent reapectivel! 
Increase  provlslon of Road to Health Chart from 71.6 per cent t o  85 per  cent 

* Eltmlnate mtcronutr~ent deficiencies - Increase exclusl\e  breastferdlnf from 5 per  cent to I O  per cent  and breastfeed~ng from 

* Increase bahy-fnendl!  health facllities  from 10 to 72 out of 480 
67.9 per  cent to 70 per cent 

Accev of fundlnf  throufh  huvnesn plan\ 
* Lkc of funds only for  approved  purposes 
* Grant musr  he  kept on  \cparate  responsih~ltt! and objectne  code\ 
* Feedlnf in poor pnman scnoolh should  he a prtonr!  of the  grant 
* Compllmce  ulth m ~ n ~ n i u n ~  norm< and standard5 a> determined h! pollc! and tmple- 

tnentanon ouldelme\ 

* The INP condtr~onal grant 1- d~stnhuted in  total to the provlnctal depanrnents of health 

- lndlcator I: 1996 po\cn! gap (6.5 per cent  of Index) 
accordtnf to an Index compnqed o f  three  tndlcators. 

- lnd~cator 2 .  1996 popul;mon 0 to 15 years Inmg under  the polen! llne ( 3 0  per cent of 

- Indlcalor 3:  2000 anrhroponietric Indtcators ( 5  per cent of lndex, 

npment  Proyamme  (RDP!  The Condttlonal  Grant  replaced the  RDP allocation to ensure 
School teedtnf  started a\ a  Presidential  Lead  Project  under  the  Reconstructton  and Devel- 

conrlnued fundmg for nutnlton and specificall! for school feeding  uhlch is yeen as  one 01 
Go\ ernment's ke! response5 to povert! 

~~ 

Index) 

Provinces muct repon quanerl!  in terms of progress  Indicator\ 
* Prnvtnce\ must  report  monthl! tn  terms of financld ittdlcators 

hlonttorm: v ~ t c  

Formal asse\vnenr\ 

Z00l/OZ - Although fund\  ha\e been flouing a\ scheduled.  under-spendmg has  occurred at pro- 
vlnc1aI le\ el 

Prqiected for 2002103 
* Expendtture to up to the end of  December 2002 amounts to 73.9  per  cent 

1 0 0  per  cent  expendlture 1, projected by the end of the  year 

The portion of the grant that fund school  feeding will  be transferred to the Department of 
Educatlon In 2001105 

Four 1nrtalment5 

The  Department has  a dedlcwd dlrsctorate for  the  managemen1 of the ISP 

Table 11 Integrated  Nutrition  Programme  Grant 

2002/03 i 2003/04 2004/05 2003/06 
R thousand  Revised 1 hledium Term  Estimates 

Frec Srate 40 543 
74 213 87 293 95 662 Glu ten ;  56 269 
47 817 56 200 61 588 

Ltmpopo 109 127 146133 171 102 188603 
hlpumalanya 39 728 62  789  73 796 80 872 
Northern Cape I O  390 

808 660 950 418 1041 543 Total 592 411 
-34 653 40 727 44 632 )Vestem Cape 28 789 
71 967 84 583 92 693 Norrh " 2 s t  39 390 
21 617 25 307  27 842 

IiwaZulu-i\ara, I36337 176646 207612 2 1 7 5 1 8  
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Hospital Management and Quality Improvement Grant 
Health  (Vote 16) 

To strengthen  management in hosp~tals mcluding  the development of management sys- 
tems and structures.  especially in  the following areas: 
* Financial  management ~ncluding cost centre  accounting 
* Hospltal management information systems and  patient adrn~n~strat~on bystems - SUPPOIK improvement of monltonng and evaluat~on  capacity of hosp~tal serwces at pro- 

* Support quality of care lnterventlons to substantially improve quahty of hosp~tal ser- 
v ~ n c ~ a l  level 

>ices 

* Demonstrable  progress w ~ t h  the delegarlon of personnel. tinanc~al and  procurement 
funct~ons to identlfied  hospitals incluwe of  rhe associated capac~ty  development 
Demonstrable  progress  with  the mplernentatlon of rtandardised s e m c e  dellvery  pack- 
ages ~n  ldentltied  hospitals 

and mortality  revlews and other  structured systems of quallty assesiment 
Including  complulnts procedures. patlent mtlsfaction surveys. medlcal  audit.  morbidity 

* Slechanlsms for quality ~mprovements  in all hospitals  recelvlng funding ~n place - 

* Demonstrable  progress  towards  the establishment of key management  muctures In 
* Irnplementat~on of atandardised  diagnostlc and treatment  protocols 

[ e rms  of iu~tab~lit)  and funcnonality I n  ~dent~l ied  hospitals 
* Demonsuable progress  wlth  the mplementation o i  strong tinanc~al  systems  ~ncluding 

Cost Centre Accounting ~n hosp~rals 
* Dzmonstrable progreas rowards iunct~onal  hosp~tal  managemem  ~niormat~on  >?stems 

Systems  for mon~tor~ng and evaluarlon oi   hosp~tal  hervices  developed 41 rn rw~nc~a l  
level 

* Busmess  plans  appro\'ed by HOD'\ to be subm~tted before  the tirct payment. These 
busmess  plans w111 outline the proJectsIprogrmmes In support of the  purpose o i  (he 
grant 

* Signlticant  progress must be reported on spending and measurable ourputs before  the 
second  and  third  payments are transferred 

* Thia grant IS mainly to ,upport  revitalisation  projects. i t  may also. :o J i m a m  extent. 
be  used for  other  hosp~rals 

The grant  will need IO accommodate funding, on a limned scale. of  the cxiaring ~ C ~ I V I -  

riedprojects started in  the ?001/2 financ~al year 

projects  per  provmce 
- Allocations  are based on the  number of revitalisatlon  projects and the c o w  o f  these 

The  man aim of the grant is to fund  organisational development and qualil) Improve- 
ment component of the Rev~mlisat~on  Programme 

* Slonthly and  quarterly  tinanclal  reports to be submltted In the pre\crIhrd Treasury  ior- 
mat. 
Quarterly  reports on progress  agalnst approved business plans 

Thls programme was funded as pan   o i  the financial management grant admmitered by 
Nat~onal Treasury (2000101 1. I t  has smce been redetined  to suppon the o r ~ a n ~ s a t ~ o n a l  
development and quality components of the  Hospltal  Revitalisatlon Programme and is 
now managed by the  National Department of Health. "be redefinitlon of focus IS de- 
signed to  strengthen  internal  efficiencies in the operat~onal  management  of hospitals 

The  gant is linked to the  projected  lifespan of the  Revltalisation Programme. and will be 
r e w e d  after 4 years 

Three  instdments - 30 April. 15 August and 16 January 

The Natlonal Department of Health  already  has mon~toring  systems ~n  place to manage 
the hospital Rewalisat~on Programme and  the  hospltal management  development pro- 
gram 

Transferring department 

Purpose 

Measurable objectives/ out. 
Puts 

Conditions 

.I llocation Criteria 

Reason not incorporated in 
equitable share 

Monitoring mechanisms 

Past performance 

Projected life 

Payment schedule 

Capacity and preparednes 
of the transferring depart- 
ment 

Table 12 Hospital Management and Quality Improvement 

2002/03 2003/04 2004/05 2005/06 

R thousand Revised Medium Term Estimates 
.AIlocations j 

Eastern  Cape 9 333 
Free State I 1  333 
Gauteng 34 000 
KwaZulu-Natal 19 000 
Limpopo 9 333 
Mpumalanga 8  333 
Northern Cape 7 334 
North West 8 334 

14 553 
I2 730 
23 060 
16 375 
13 337 
13  337 
10 906 
12 730 

19 529 
13 055 
20 776 
20 065 
15 388 
12 833 
1 0  490 
12713 

i! Go 
13 393 
18 510 
73 778 
17 457 
12 340 
I O  083 
12 642 

Western Cape 19 000 1 16 376 16 983 17 608 
Total 1260001 133404 141 832 150342 
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HOUSING GRANTS 

'ransferring  department 

'urpose 

,leasurable  objectivedout- 
UtS 

Ionditions 

docation  criteria 

qui table   share  
keason not incorporated in 

Monitoring  mechanisms 

I 

c 
4 

I t 
Past performance 

c 

?rejected life 

Dayment  schedule 

lapacity  and  preparedness 
If the  transferring  depart- 
nent 

+ 

t 
I I 

Housine Subsidv  Grant 

To finance  subsidles  under  the nat~onal housing  programme 

' Number of subsidle? financed per annum  average? 190 000 houses 
' Number of housinf unit\  completed per  province 
' Number of household5  benefitrng 
* humher o f J o b  (dlrect and lndlrect]  createdima~ntained  per  annum through consmc- 

5 Impro\,ement In quallt) of life lor beneficlane\  (change from shack to proper houses 
tlon 

I ~ D ~ C I I ~ C  on health etc.1 

5 Prov~ncial  spending plans must be  approved b! nallonal Department of Houslng  before 
the  flou of  the  first ~nctalment - Prounclal housin: departments. to ensure that all subsidies for 2003/01 are  allocated 
by 30 April 2003. through  consultatton wth  mun~c~pnl~r~es.   Prov~nclal  depanmenth 
I I ~ U ( I  enwre a coordinated  developmental  approach urth  other h e  funcrlon depan- 
ments. mhich w111 prowde fund\  for  infrastructure  Including rocial facillne\ and ser- 

' Prov~nc~al houslnf depanment? to ensure that all subsid! allocat~on\  lor 1003/05 are 
allneared h! -31 October 2003. In consultation \ut11 even munlclpalltie\. and In h e  
nlth the Lntegrared Development  Plan\ 

' Provinces must utillse the transversal  system for budgerm:. subsld! adm~n~s rmt~on .  
financial admlnl\tratlon  and reportln: purpose, - Comprehenrive  reponlng on expendlture on an! transfers to mun~c~pal~t re r   o r   pubk 
entltles - Prov~nclal  Government\ have 10 set aside 0.5 t o  0.75 per  cent per  year to hnance  emer- 
gent! houslnf  need\ T h ~ s  will proude  for the people who have been aflected by disa\- 
ters: and  necd to be ass~sted as a matter of  urgenc! access 

\'ICE\ 

' Hourinp allocation$ m u d  be I n  terms of nauonai  housing programmes and priont~es - Prwlnce.. to modernlsr and reform  accounting and claas~ricat~on ?!stems ~n h e  wlth LI 

irameuorl  approved h! the nat~onal  Depmment of Houslng and the  National Treasun 

Two formulae are wed to allocate the  funds for the 2003 MTEF.  This is Intended to 
phaw out the old allocation formula by the  end of the 2003/04 financial year as follou,?. 
* The  baeline  allocatmn\ f o r  2003/01 remaln  unchanged.  and  they are allocated u m g  an 

old formula that I S  based o n  the  number of houiehold?  earnlng less than R3500 per 
month 

* A nea  tormula whlch  Introduce\ an urban bla\ I\ wed t o  decermlne  allocations for 

- The  needs of each  provrnce as measured h! the houslng  backlog. Backlog 1s a func- 
7-001105 and 2005i06. Thl\ formula IS based on tile toliowing: 

tron of per~ple n,ho are homeler?. staylnf I n  Inadequate housing  or  condmons. and 
i? ass~gned a weight of 50 per  cent. 

R.:500 I n  each  province  and IS weighted 30 per cen:: and 

usrnf itat~sticr rrom 1996 cenws and ir we1:hi-d 20 per cent 

- A poverty  lndrcator as measured h) the number of households earning less than 

- A populatlon milcator as measured b) each  pro\ m e ' s  share of total  population 

The provrsmn of housinf to the  poor IS a national pnorlt! The  cond~r~onal grant  enables 
the natrmal  governmmt to pro\ide for the implementntion of houiing dcl ivep in pr0\111. 
cia1 budget\. and the monitonng of provinces accordrnfr! 

The nntronnl Department of Houting hac Installed ;i ~rm\ i r r sa l  computensed subsld) 
managemenr cystem tHSS1 In all provincial hewn; drpanmentz  for the adm~n~st ra t~on c 
the rubsld! (cheme and to alln\\ the national department to mon~tor progretr and ewpen- 
dlture contlnuousl! through  monthly reponmy. quarterl! v ~ s l t s  to provrnces. interaction 
h! the hourlnf {ector  Chref Financial Ofijcen and H a d ,  of Houvnf and hIINhlec meet- 
ing\ 

2001/02 
* The number of \ u h \ ~ d ~ r \   a p p r w e d  ~n the lai t  t n rc   \ ea r \  averaged 168 519 suh\idie, 

per nnum.  whde the number of houser built durm; tile game period  averaged 197 5 2 0  
per an nun^. beneritmf 2.3 milhon  people. 

tlvel! amounted tu R60-1 milllon  or I 5  per  cent of t m d \  available for  spendlng  The\e 
amount? rnclude R1JO mlilion (R80 m~llron rn Gnuten:. Mpumalanga and K w Z u l u -  
Natal 1 earmarked tor thc implementat~on of  the Prezldrntial Job Summit project\ for 
neb! rental housing suh\ldle\. Implementation ha\ been delayed due to dela!,s in  the 
hnall\atlon oi the fundlng model and  instltutlonal arrangements  for channelrng of  the 
fund\ tor thr rentill houvn: project\ 

* Currenrl! runds that  remained unqpenr at provmce\ and In the Houslng Fund collec- 

Projections for ?00?/03 
* Espendlture  up to the end of December 1002 amounts to 41  per  cent of total allocatlon 

All allocated fund\ w1i1 be transferred. of whlch approxlmatel) 80  per cent is expected 
to be spent h) the end of the financial year 

bnless government dlrects  otheru,rse  and taking into accnunt  the  level of backlog, in 
housrng. 11 IS antlcipated  that the need for funding will ens t  until  these  backlogs  are 
eradlcated 

Monthl?  lnstalments (payment  schedules) as determmed through  predetermlned  provln- 
cIa1 expenditure projecuonp 

The  nauonal  department has the capaclty to manage  and adrnmister the  transfer of hous- 
Ing funds to Prowncial  Governments and to monltor  their performance in this regard  con 
tlnuously 

1 
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I Housing Subsidy Grant I 
Commitment of the na- 
tinnal department 

2003/04 
* AdJusted  national  plnnnmg framework taking  into account  medium-density  housing to 

be  presented In the strategic plan of the  department as  pan of the 2004 Budget 
* The  depanment to ensure that all provincial  housing depanments  deal wlth all the 

housmg related  audit quenes raised in the 1-003 annual repons of provincial housmg 
1 department5 

Table 13 Housing Subsidy Grant 

2002/03 2003/04  2004/05  2005/06 

R thousand Revised I Medium Term Estimates 

Eastern Cape 
Free  State 
Gauteng 
KaaZulu-Natal  
Llmpopo 
Mpurnalanga 
Northern Cape 
North West 

Allocations 

287 7 15 
815 018 
720  3 I8 
3s: 995 
2-15 942 

77 090 
306 930 

641  757 
325 303 
923  892 
796  390 
426 160 
275 408 

85 973 
347  974 

598  900 635 288 
385 6-41 409  072 

1 117463 1 185  357 
748 463 793 936 
369 818 392 287 
296 451 314 470 

89 342 94  877 
421 378 346  981 

Western Cape 37X 8601 423 282 446035 473 136 
Total 3 800 674 1 4 246 239 4 473 597 4 745 404 
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Human Resetkment Grant 

Ransferring epartment 

Purpose I To  fund  projects  that  aim  lo  improve  the  quality of the  environment by Identifying 

Housing (Vote 29) -. 
[ dysfunctlonalities in human  settlements 

Measurable outputs I The  improvement of the quality  of  human  settlements by funding  projects. which w ~ l l  
address  dysfunctionalities in such  settlements.  The  outputs of the  programme  depend 
largely on the  unique  content of each  project  funded in terms of the pilot  programme. 
This  will  include: 
* Upgraded  infrastructure in depressed  areas 
* The  number of existlng  depressed  areas  re-planned  and  redeveloped.  such  as  inner  city 

- Completed  plans  of  areas  which  could  promote  integration  (new  developments) 
redevelopment, xban  renewal  and  informal  settlement  upgrading;  and 

Conditions 

monitoring  and  evaluating  the  projects  in  line  with  expected  outputs. The outputs of the :quitable share 
As a pilot  programme,  the  Department of Housing  needs to be involved in approvmg, Reason not incorporated in 

Division  between  provinces IS made on the  basis of the  housing  subsidy  grant  formula illocation criteria 

To form  part of the  contract  between  the  provincial  government  and the national  Depart- 
ment of Housing on specific  projects  based on approved  business  plans. 

pilot  programme  will  inform the formulation of a  more  comprehensive  permanent 
programme 

Monitoring mechanisms The  Dlrectorate:  Speclal  Programmes  Support  monitors  projects on a  monthly  basis 
through  financial  and  implementatlon  progress  reports. as  well  as  sue  vislts in order to 
ensure  compliance  and  correct  reporting on Key Performance  Indicators, in accordance 
wlth  an  avvroved  monltorinn  framework 

Past performance 2001/02 
R96 million  was  transferred to provlnces, to finance  49  approved  projects: 
* Twenty-one of 49  busmess  plans  are  for  planning  an#  or  replanning exercises. Funher- 

more. I I  of  the Z I  business  plans  are  located  within  the  urban  renewal  nodes  and  a 
further 6 are  located  withm  the  rural  development  nodes.  The  plannmg initiatives 
funded vary from  the  formulation  of  stratesic  urban  renewal  plans to the compilatlon of 

* The remaining 25 business  plans  will  upon  completion  provide upqaded infrastructure 
rural  strategic  development  plans 

in depressed  areas,  of  which  9  will  lead to upgraded  infrastructure in urban  renewal 
nodes,  and  an  additional 2 will  provlde  infrastructure in rural  development  nodes. The 

tlons to  the  repair of damaged  roads 
infrastructure  upgrading  proJects v a p  from the installation of sewer  and  water  connec- 

Projections for 2002/03 
* Expenditure up to the  end of December 2002 amounts  to 25 per  cent of total  allocation 
* It  is  expected  that  all  funds  will be transferred  to  provinces by the end of the financial 

year. and  that  all  funds  will  have  been  committed to  projects  through  approved  business 
ulans 

Projected life The programme IS an  important  tool  in  achieving  functional  human  settlements. It  is ex- 
Dected to  continue  until  all  settlement  areas  that  need  immovements  are  covered 

Payment schedule Monthly  instalments  (payment  schedules)  as  determined  through  predetermined  provln- 

Capacity and preparedness The  Directorate:  Special  Programme  Support  is  dedicated  to  manage this Programme  and 
of the transferring depart- 
ment 

the  necessary  capacity  and  expertise  extsts  to  undertake  this  task 

cia1 expenditure  projections 

Table 14 Human  Resettlement  Grant 

200U03 2003104 2004/05 200906 

R thousand  Revised Medium  Term  Estimates 
Allocations 

Eastern Cape 10 198 11 000 11 660 16 396 
Free State 
Gauteng 
KwaZulu-Natal 
Lirnpopo 
Mpumalanga 
Northern Cape 
North West 
Western Cape 
Total 

13 250 
106 000 

8 500 
11 000 
26 000 
I 1  000 
7 000 
3 000 
8 000 

13 500 
109 000 

9 010 
22 260 
27 560 
11 660 
7 420 
3 180 
8 480 

14 310 
115 540 

10 558 
30 592 
20 490 
10 124 
8 116 
2 449 

11 536 
12 211 

122 472 
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DEPARTMENT OF PROVINCIAL  AND 
LOCAL GOVERNMENT GRANTS 

Local  Government  Capacity  Building  Grant 
(Provincial  Component) 

Transferrinp.  deDartment I Provinclal  and  Local  Government  (Vote 5 )  

Purpvse To support  munlclpalities'  institutional  capacity  and  ensure  susta~nahle  senrlce dellven 
through  supportlng the finalisation of  amalgamation  processes.  rtrengthenlng financlal 
management  and  reporting  system\.  and  buildlng  technical  capabilmes  around  servlce 
dehven 

I 

Measurable  objectives/ out- 1 Although  outputs will var! between munic~pal~ties, the followmg  issues.  Inter  alia.  should 
puts 

Conditions 

be addressed. 

- hlechanlsms  and  processes for  sustainable  service  deliver), ~nc lud~ng ser\'Ice deliver! 

l 

Flnahtaaon of amalgamation  processes 

agreements.  outsourcing  and  pannershlps in place i 
Improved  financial  management and reporting  processes i 
Provision  of training.  technical suppon  and  equipment  for infrastructure  development 

* Technical ski l ls  located at municipalities 

Provincnl  business  plans  submitted  to  the  national  transfemng ofticer  and  approved b! 

, 

1 1  Aorli 200.7 I 
Allocation  criteria 

go\'ernments. by leglslatlve  and  other  measures,  must suppon  and  strengthen  the capaclt! Equitable  Share 
According to sectlon  154 ( I  j of the  Constltution.  the  natlonal  government  and  provtnclal Reason  not  incorporated in 
Allocat~ons  are  made to provinces  according  to  prioritised  mun~cipal  needs 

of muntcipallties  to  manage the~r  own  affairs. to exercise  their  powers and to perform 
their  functions 

Monitoring  mechanisms 

2001/0? Past  performance 

The  Depanment will  require  quarterly  reports  on  the  progress  made  with the restructuring 
of munlcipalities.  and  monthly  reports as required by the Division of Revenue  Act. 2003 

* Over  one  hundred  municipalities  have  been  assisted to stabilise then financial situation 

Over 1 600 lnfrastructure  projects  have  been  implemented  slnce the inception of the 

hluniclpahties in  need  have  been  assisted  with  technical  expertlre.  equipment and train- 

?002/0f 
Provinc~al  expenditure hy the  end of December 2002 amounts  to 41 per  cent of total allo- 

through  financial restructunng  exercises 

CklIP grant. 

Ing to ensure the sustainability of the  developments 

Projected life 

Department  h3s  introduced extra capac~ty of transferring  department 

Monthl! lnstalments Payment  schedule 

This  grant will he  incorporated  into a single  want in t e r m  of the  National  Capacity 

Capacity  and  preparedness The  Department  has  an  established  grant  and  proJect  management  framework  and  the 

Building  Framework, for  transfer  directly to municipalities, by 2003/05 

Table 13 Local Government Capacity Building Grant 

R thousand 

Eastern Cape 
Free State 
Gnuten; 
KwjZulu-Salal 
Llrnpopo 
hlpurnalanp 
Northern  Cape 
North \Vest 

2002/03 

Medium Term Estimates Revised 

2003/04 2004/03 

.4llocations 
31 100 

30 409 28 204 26 450 
46 338 44 308 

12 750 
21 633 30 75 I 15 1 0 0  
38 880 37 181 26 450 
20 399 20 266 9 450 

16 121 15 291 
17 050 

20  372 19 I12 18 050 
17 473 16 044 

Western Cape I6 500 1 20 714 19 302 
Total 173 000 I 232 339 220 439 
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1 Consolidated  Municipal I n f r w c t u r e  Programme ( c M ~ )  
(Provincial  Management) \ - 

Provincial  and  Local  Government (Vote 5 )  Transferring  Department 

~rpo= 
Measurable  objectives/  out- 
P u b  

Conditions 

Allocation  criteria 

Reasons for funding 
through  conditional  grants 

Monitoring  mechanisms 

Past  Performance 

Projected life 

Payment  schedule 

Capacity  and  Preparedness 
of Transferring  Depart- 
ment 

I 

I 

I 

- 
To provide  support to provinces to manage CMIP elfectively  and  efficiently in their re- 
spectwe provinces on behalf of the D e p m e n t  to ensure  sustainability  of CMIP projects. 
The key outputs  of  the  programme  are: 

Proper  co-ordination  between all municipal  infrastructure  programmes  in  their  respec- 
tive  provinces 
To ensure  that CMIP projects are aligned to provincial  development  plans  and  inte- 
grated  development  plans of municipalities. 

programme. 

, -, 

* To encourage  and  promote  municipal service partnerships  through  the CMIP 

* Business  plan  setting out clear  objectives  and  outputs in respect of programme  manage- 

ring  officer  and  approved by 11 April 2003 
ment for  CMIP in their  respective  provinces  must be submitted to the  national  transfer- 

- The submission  of  monthly  and  quarterly  reports in respect of targets. key performance 
indicators  and  measurable  outputs as required by the  Department. 

on the s u e  of the  provinctal  allocation 
Programme  management  costs  ranglng  between 1.5 per cent  and 2,? per  cent  depending 

According to Section  154(1) of the Constitunon.  the  national  government  and  provmcial 
governments. by legislative  and  other  measures.  must suppon and  strengthen the capacity 
of municipalities to manage  their  own affairs, to exercise  their  powers  and to perform 
their  functions.  Provinces  momtor  and  report to the Department on a monthly  basis on 
progress  made  with  the  implementation of CMIP projects on the  ground 

Through monthly and  quarterly  reports and monthly  meetings I n  the provinces 

proved  monitoring  and  expenditure  and  putting  capacity In place in municipalities 
Provmces  assisted  the  Department  successfully in managlng the programme  through  im- 

The management of the Municipal Infrastructure  Grant  Programme will be done by 
programme  management  unlts  established  at  district  level 

Monthly  payments to provinces 

The Department  has  dedicated  capacity 
~ ~~ ~~ ~ 

Table 16 Consolidated  Municipal  Infrastructure  Programme - Provincial  Management 

2002/03 
Medium Term Estimates R  thousand  Revised 

2003/04 2004/05 2005/06 

Eastern Cape 
Free State 
Gauteng 
KwaZulu-Natal 
Limpopo 
Mpumalanga 
Northern  Cape 
North West 

Allocations 
27 266 

8 609 
19  294 
28 489 
10 901 
5 999 
3 509 
7 221 

8 643 
3 132 
5 339 
7 874 
3 957 
2 110 
1 737 
2 309 

9 169 9 770 
3 321 3 539 
5 664 6 035 
8 353 8 900 
4 198 4 472 
2 238 2 599 
1 843 1 963 
2 439 2 542 

Western Cape 8 843 I 3 307 3 508 3 738 
Total 120 131 1 38 408 40 733 43  558 
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SOCIAL DEVELOPMENT GRANTS 

HIV/Aids for Community-Based  Care  Grant 

Department  of Social Development  (Vote 19) 
The Department  of  Social  Development is responsible for  the provision of social  welfare 
services to orphans  and  vulnerable  children who are  infected  and  affected by HIV/Aids 

An increase in the  number of orphans  receivmg  appropriate  care 
Increase in the  number  of  identified children infected  and  affected by HIV/Aids 

Transferring  Department 

Purpose 

Measurable  objectivedout- 
Puts 

~~ 

* Provision of essential  material  assistance to identified children  and  families 
* Provislon  of  alternative care  to vulnerable  children 
* 50 per  cent  of  care  glvers  identified  from communities, NGOs, CBOs. fath based  orga- 

Provision of  counsehng and  support  services to children  and  families 
nlzatms. families  and  volunteers to be capacltated  through  training  and  support 

Increase in the  number of coordinating  structures  and  partnerships for management  and 
maintenance  of  social  welfare  services to children  infected  and a5ected by HIV/Aids 

* Approved  business  plans  with  measurable  outputs  must exist  for each  provmce In lme 
with  the  framework  for the grant 

Conditions 

* Legal  contracts  signed  between  provincial  departments  of  social  development  and the 

In developing the National  Integrated  Plan for HIV/Aids.  the  following  were  guiding 
princlples: 

HIV/Aids prevalence 
* Resources  available in the  provinces  and  linkages  with the following  programmes  and 

implementing  agencies. 

strategies: 
- Urban  renewal  and  rural  development  strategy 
- Poverty  allewation  programme 
- Integrated nuuitlon programme 

programme  involving  three  social service  departments (Education.  Health  and  Social 
Development) 

effective  monitoring by the  national departments 
across  the  provinces  in  terms of planning  and  implementation,  and  also  enables  more 

Monthly  and  quarterly  reporting by provinces  and  evaluation  by  nationaYprovincial 
coordinators. 

Structured  site wits twice a year by a team  consisting  of  both  Social  Development  and 
Health  ol7icials on the national  and  provincial  levels. 

The National  Integrated  Plan for Children  Infected  and  Affected by HlVlAids is a 

a The conditional  grant  provides  the  opportunity to establish a coordinated  approach 

* Provincial  visits to evaluate  implementation of the  programmes. 

2001/02 
90 per  cent of the  allocated  amount of R12,5  million  was  spent by provinces 

49 sites  were  established,  bringing the total  number of sites to  55.  The total  number of 

- Approximately 50 000 children  have  been  reached  through  the  programme 
sites  including  those  funded  through the Poverty  Relief  Programme  is  185 

* The Rapld  Appraisal  of bomekommunity based  care  identified 466 projects  of  which 
136  were  receiving  government  funding 

* Practice  guidellnes  were  developed  and made available to NGO’s. CBO‘s and govem- 

eters of children’s nehts and  childcare leeislation. 
men[  officials to asslst  them  in  providing  services to children  within  the  basic  param- 

I 

Allocation  criteria 

Reason  not  incorporated in 
equitable  share 

Monitoring  mechanisms 

Performance 

- 
2002J03 
It  is  envisage  that  more  than 95 per  cent of the allocated  amount (R47.5 milhon) will be 
spent 

For the  duration of the  allocation 

Three  installments 

The Department 1s In the  process of upgradlng the capacity for the  management of the 
HIVlAlds  programme.  and  the Provincial Departments of Soclal  Development  have  ap- 
pomed dedicated  programme  coordinators  at  provtncial  and  district  levels. 

Projected life 

Payment  schedule 
Capacity  and  preparedness 
of the  transferring  depart- 
ment. 1 

Table  17 Social Development - HIV/Aids for Community Based Care Grant 

2003/04 2004/05 2005/06 
Medium Term Estimates 

2002/03 

Revised 
Allocations 

4 798 
6 650 
6 983 
8 6 4 4  
3 135 
7 077 
2  660 
5 463 
2  090 

47 500 

R thousand 

Eastern  Cape 
Free  State 
Gauteng 
KwaZulu-Natal 
Lhpopo 
Mpumalanga 
Northern  Cape 
North  West 
Western  Cape 
Total 

6 658 7 089 7  514 
9 228 9  825 I O  415 
9  690 10 315 10 934 

11 996 12 773 13  540 
4  353 4  634 4  912 
9 821 I O  456 11 084 
3 691 3  930 4 165 
7 580 8 070 8  554 
2 900 3 088 3 273 

65 917 70 180 74  391 
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rransferring  department 

'urpose 

vleasurahle  objectives/ out- 
lUtS 

Zonditions 

illocation  criteria 

teason not  incorporated in 
quitahle  share 

rlonitoring  mechanisms 
'ast performance 

Projected life 

Payment  schedule 

Capacity  and  preparedness 
of the  transferring  depart- 
ment 

b fund extens~on  of chdd support grant to  eligible chlldren up  to  the  date  when they turn 
J years old. T h i s  grant w ~ l l  be phased in over three yeas ,  and will also cover associated 
dministrat~ve and payment  costs 

dumber of ch~ldren who access the grant accordmg to the proposed annual phaslng in as 
ollow5: 

-. 

7 and 8 year old In ?003104 
9 and 10 year old ~n 2004105 
I I .  12 and 13 year old in 2005/06 

. The funds may only be utilised for the payment of child iuppon grants to eligible 

cover reasonable adminlstrat~ve and payment coqt associated wlth t h ~ s  
ch~ldren as determmed  ~n the Soclal Assistance .Act. 1992 and regulations. and to 

!. Provincld implementat~on plans must be wbmitted t o  the DG. nat~onal Soclal Devel- 
opment (DoSD) and approved by 15 .\pnl  2003. Provinclal plans must consider ea- 
pacity to implement and reasonable processe5 to budd capacity. 

Natlonal Treasury by 22 Apnl 2003 

month. a report deta~hng: 

8 .  A consol~dated implementat~on plan as per ( ? I  above to be wbmltted IO the DG  of 

.. Prob~nces must wbmlt to the DG: nar~onal DoSD. wlthin 15 day\  atter the end of each 

k ~ r e f i c ~ o n .  :Vwnberr 
The  total  number of  CSG beneticlanes cchlldren, regl\tered and clig~ble 

Number ut new b e n e t i a n e ~  reg~stered for pahment ~n the relevant month md the ape 
.Age distnbutlon (by >ear- group^ of regktered beneticlanes 

distnbut~on of these benetic~mes 
.\lumber of benetic~ane, dereglstt.red dunng the relei ant month and reason md age I h) 
)ear-group) 
Number o i  appl1cat1on5 dl belng processed and proJeCted bmeticlanes  numbers for 
the y e x  

kpemiilure 
Final ireconc~lcdl :rant expenditure ior the month and compout~un u t  evpend~ture hy 

Final adm1mstrative and payment  expenditure related to the ch~ld \upport extens~on 
;rant rype 

:rant 
Reconc~liat~on of expenditure on the child wpport grant w ~ t h  Socpen  data from the 
Nattonal Depanmenl 
Progress wlth extens~on  of the ch~ ld  support grant relatwe to the p rov~nc~a l  ~mplemen- 
ta t~on plan 

Projected expend~ture based on trends in beneticlwy numbers 
8 .  A conwlidated monthly repon as per (4) above to be subm~tted to  the DG: Natlonal 

I. Bi-annual audits  (September and March)  of grant application and approval processes 
Treasury by the DG: Sacral Development wlthin 20 days  after the end of each  month 

to ensure  compliance with legislat~ve  requirements and norms and standards for  grant 
payment. 

3ased on number of eligible beneticiaries (as per  application of the means-test) by prov- 
nce, determined through the most reliable demographic and SOCIO-econom~c  data  avail- 
ble and In line with the purpose of the Child  Support Extens~on Grant 

1 conditional grant is used for the followmg  reasons: 
Distnbution between provinces may need to be different from  proportlons in the  equi- 
table $hare formula 
To  ensure  that  undue  pressure is not placed on prov~ncial budgets. A need to have 
transparent and adequate budgeting for the extension.  Provmces must be fully funded 

There is uncertainty around population numbers. numbers of children that would 
for thls natlonal mandate 

qualify. t he~r  provinclal d~stnbut~on and the likely rates of uptake. A conditional grant 
w ~ l l  enswe that there IS more  flex~bllity 10 make adjustments in line w ~ t h  changlng  in- 
formation and data 
A functlon shift  to national is contemplated regarding the adm~nibtration of social 
grants. Transparent funding through a conditlonal grant w ~ l l  allow for greater  ease in 
eventually transfemng the function 

donthly reports as set out under condit~ons 

u'ew Grant 

>laximum of three years while emblishment of a national public entity for grant admin- 
~rtration IS investigated 

~ 

Child  Support  Fxtension  Grant 

;oclal  Develooment (Vote 19 I \ - 

I 

I 

I 

Quarterly transfers i n  advance to prov~nces ~n line wlth cash flow prolectlons agreed to 
between the national and provincial DoSD 
A Natlonal Implementat~on Team chaired by the Director-General of the nat~onal DoSD 
and w ~ t h  representation from the Nauonal  Treasury and prov~nces will be convened to: 
* Identlfy detailed optlons  for phaslng In of the extension over the three year penod of 

- Assess prov~nc~al  readiness for further unplement~ng the extension - Adv1ae the Heads of Soclal Development on areas and locations where capac~ty has to 

- Ensure the establishment of a teams wlthin the nauonal and each provincial DoSD to 
be strengthened 

monitor and evaluate progress made with the implementation of provinc~al business 
plans and advise on actlons to be taken to ach~eve set outputs 

Child  Support Extens~on Grant 
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Table 18 Child Support Extension Grant 

2003/04 2004/05 2005/06 

R thousand 
271 130 866 885 1 669 903 Eastern Cape 

Medium Term Estimates 

66 449 193 815 359 609 Gauteng 
72 497 233 242  457 870 Free  State 

KwaZulu-Natal 235  143 723 700 1 367 785 
Limpopo 172 969 536 542 1 000 815 
Mpumalanga 78360  239836 442010 
Northern Cape 19  671 63  540 121  421 
North West 175 426 367 979  652 257 
Western Cape 57 355 174461 328 330 
Total 1100 000 3400000  6400000 
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r 
rransferring  department 

Puruose 

Measurable  objectivedout- 
DUtS 

Conditions 

Uocation  criteria 

Reason not incorporated in 
:quitable  share 

Monitoring  mechanisms 

Past performance 
Prniected life 

Payment  schedule 

Capacity  and  preparedness 
If the transferring  depart- 
ment 

T 

i 
Food R e w  Grant  

Social  Develnnment (Vnte 19) -- 
To orovlde  food  relief to vulnerable  Individuals  and  household< 

~~ ~~ ~~~~~ 

Number of beneficiaries  (households  and individuals) receiving  food  reliet 

I .  The  funds may only be  utilised to provide  food  relief to vulnerable  mdivlduals  and 

2. Provmcial  implementation  plans  must be submitted to the DG: Soc~al Development 
households 

and  approved by 30 April 2003. Provlncial  plans  must  consider  capaclty to implement 

3. Provmces to submlt to the  DG: National Depanment of Soc~al Development (DoSD), 
and  necessary  processes to build  capacity 

Semcrs 
wlthln 15 days of  the end of each  quarter. a report  detailing: 

* Number of beneticlaries  reached  per  month by location (municipality) and  composition 
(gender and age) 
Nature of food  rellef  interventions 
Implementing  agents (whether departmental  offices. NGOs. etc.) and  nature of associa- 
tmn 

port has been arranged 
* Number of beneticlmes who  have  exlted  the  programme  and  whether  alternative sup- 

E.rpenpe,ldirurr 
* Expenditure on  food  relief  for the month  and the composition of rxpendlture 
* Projrctlons regardlng new beneticianes for  the  remainder of  the financial  year  and  the 

4. The Dti :  Natlonal DoSD to submlt to a consolidated  monthly  report  as  per 13) above 

5 .  .A nat~onal and 9 provincial  annual evaluation reuorts 

\pendmp  ~mplicat~ons of these  trends relauve to budget  allocations 

to the DG: Nauonal  Treasury, 20 days after  the  end of each  quarter 

The dlocation per  province IS  based on the proponlonal shares of poverty  and  income 
adiustment distnbutlon per  orovmce 

Thls I >  a hlgh  pnority. nat~onal  Government interventlon  for which capac~ty in provinces 
IS limlted. A conditional  grant is therefore requ~red to ensure  adequate  monltoring  and 
national suppon and to ensure  that  the  capacity IS established  without  Impacting on other 
~rovlnc~al  functions 

Monthly  reports as \et out under conditions . .  
New Grant 

Maximum of three  years as approaches  and  mechanisms  for  food  relief  are  developed 
Quarterly  transfers to provinces  in  line  with cash Row pro~ect~ons and  based on monthly/ 
quarterly  reports  capturing  expenditure  and beneticlaq 

The national DoSD will strengthen the management  and admin~strat~on of poverty  relief 
programme in order to ensure  effectlve  monitoring of this  grant,  and  would: 
* Identify  more detaled options  for  expanding  the social relief programme  interventlons 

- Assess  the  possibility of integrating  rapid  emergency  food  relief  with  social  welfare 
and  programmes 

servlces 

Table 19 Food Relief Grant 

2003/04  2004/05  2005/06 

R thousand 

27 901 11 904 21 904 Gauteng 
31 334  37 334 31 334 Free State 
94 133 94 133 94 133 Eastern Cape 
Medium Term Estimates 

KwaZulu-Natal 68  185  68  185  68  185 
Limpopo 61 146 61  146  61  146 
Mpumalanga 27 651 21 65 I 21 65 1 
Northern  Cape 9  998  9  998  9  998 
North West 41  615 41 615 41 615 
Western Cape 20 034 20 034 20 034 
Total 388 000 388 000 388 000 
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r 
Transferring  department 
Purpose 

Measurable outputs 

Conditions 

.Allocation criteria 

Reason  not  incorporated in 
equitable  share 

\ h i t o r i n g  mechanisms 

Past  performance 

Pro,jected  life 

Payment  schedule 

Capacity  and  preparednes! 
of the  transferring  depart- 
ment 

* Establishment of 102  Food Production  Clusters 
* Establishment  of 12 Urban  Regeneratlon skills prolects for youth and  employment 
* 1O-t income generation  lnltiatives  for  rural women wlll be established and existing ones 

* Integration of at least 2 per  cent social finance  for diaabled in all  poverty  relief  projects 

* Legal  contracts  slgned  between  national  programme  manager at the  Natlonal  Depart- 

and the tmplementing  agencies 
ment of Social DevelopmentJHeads of Provinclal  Departments of Soclal  Development 

- Before  any  disbursement of funding,  projects  must submlt to the National  Department 
of Soclal Development  vla the provincial  departments of wcial development  where 
applicable the Compliance  Cenificate in terms of section 38 ( I )  (1) of  the P M A  (Act 
no. 1 of 1999) 

* Tramng  funded by the allocation should be aimed  at  mcreaslng the skllls base In com- 
rnunmes requlnng accreditation 

* Focucrs on  spectfic  target  groups and Fpatlal pockets of poverty 
Poveny levels  per  province (based on household expenditure) 
.About 30 per cent of the total budget was also  allocated to the 13 poveny nodal  polnts. 
tdrntlried by [he  Integrated Sustainable Rural  Development  Srrateg) IISRDS) 

~.. _. _l._l.. 

I 

Integrated  over  the  next  three  years 

Special dlocatlon to the Department  from  the Povtrt! Relief  fund 

* \lonthlv/quarteriy reponing to the provinclal  departments oi ,oc~al development by 
tmpiementlng  agencles.  and  consolidated  reports  hubmttted to rhe Natlonal  Department 
ui Soctal Development 

* Provtnclal wits to evaluate  progress  wlth the Implementation of the  projects 
* StNctured slted vlsits twice a year by a team  conslhting of both national and provincial 

Povenv Relief  Funds  for  disbursement to orolects  were  transferred  since  1999/2000 to 

urtic1ds. 

'he IDT In terms of a legal contract-disbursement agency for the  Department 
The proJec1 penod  covered by the grant is the current k1TEF (2001/02-2003/04) *nod 
Three tnstalmmts--21 May 2003. 17 September 2003 m d  12 January ?O&Accountlng 

.~ 

responsibil~p lles  wlth the accounting  officer  of the tranafemng national  department 

pomted dt Deputy  Director-General  level to head the Narlonal Project Ofice. Additional 
A national manager  for the Poverty  Relief Programme of the  Department  has  been  ap- 

vupport  staff has also been  appolnted to assist  with the management  and  adminlstration of 
thew  funds 

Table  20 Social Development-Poverty Relief 

2002/03 

Revised R thousands 

Eastern Cape 
Free  State 
Gautrng 4 786 
KwaZulu-Natal I7 429 I 
Lirnpopo 15 633 1 I 
Xlpumalanga 
Northern Cape ;; i 
North West 5 646 ~ 

Western Cape 5 511 , 
Total 89 536 1 

2003/04 

Budget 

I O  449 
5 774 
3 190 

11 274 
I O  229 
6 874 
2 857 
5 827 
2 942 

59 546 
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THE NATIONAL TREASURY 

'rovincial  Infrastructure  Grant 

'ransferrinp  denartment I 1  
'urpose 

leasurahle  objectives/  out- 
UtS 

:onditiona 

docation  criteria 

kason not incorporated  in 
quitahle  share 

tlnnitorinp  mechanisms 

t 

last performance 

I 
'ro,jected  life 

'ayment schedule 

Iapacity  and  preparedness 
~f the  transferring  depart- 
nent 

Vational Treasurv (Vote 8) 

To help  accelerate construct~on. maintenance  and  rehabilltation of new  and exist~ng infra- 
itructure,  and to fund  the  reconstruction  and rehabil~tat~on  of Infrastructure  damaged  dur- 
nr the 1999/00 floods 

b Rehabilitatlon  and  mamtenance of roads.  schools.  health  factlities.  and  rural  develop 

n Rehabilltatlon of flood-damaeed  Infrastructure 
ment 

v Provmces to submlt to the National Treasun b! 1 I April 2003 a detailed  plan  on  pro- 
posed  spendmg  for the 2003 MTEF allocation for approval. The plans must 
disaggregate the  informarlon by project or cluster ot proyxts. and  should  demonstrate 

These  plans  should form pan of the treasuq's strateglc  plan to be tabled 15 days  after 
how I t ?  implementation tits into an overall  infrastructure  strategy In that provmce 

the  Budget. ac well as that of each of  the lme  functlon depanments  rece~ving funds 
* Submission of quarterly  reports on physical  progress  with ~rnplementat~on of Infrastruc- 

ture  projects In addltion to ~n year  expendlture monltonng  reports. Reported  informa- 
tlon  should  cover the ful l  ~nfrastructure budget ~n the  provlnce. not only the grant allo- 
car~on 

' ln additlon to the above condniona.  the  followmg condltlon\ appl!  specificall! to the 
Flood Reconstruction and  Rehabilltation  portion of the grant.  Fundi allocated  must he 
used erclus~vel!  for rehahilitanon  and  reconstructIan of flood damaged lnfrastructure 
as verihed by the national  government 

* The Infrastructure  Grant  component. An average of the per centage equmble shares 
and bachlos component of equitable  share  formula ha\ been  used to allocate  among 
tunds provinces The  aim IS  to ~ntroduce a blar in favour of provtnces  wlth  substanttal 
hacklofs while at the  same  time supponlnf those that ~nhented substantial  infrastruc- 

- The flood damage  component:  The  allocations  were  Informed by the  recommendat~on\ 
ture 

of  the Command  Centre  and took account  of. 
- The overall  venfied  infrastructure  damage  suffered I n  each  provlnce. 
- Recommendation5  made hy the  Command  Centre: 
- Expendnure trends In the current financial  year.  reflecting the rate of expenditure in 

- Available  funds 
the provlnce:  and 

* The Rood damage  comoonent DhaFes out in the 2003/03 hnancial  vear 

Thls  grant  ensures that provinces  give pnonty to infrastructure  malntenance.  rehabilita- 
tion and  construction in  line with Government Driorities 

Provmces  are requ~red to submit  detailed  quanerl!  reports.  whlch  capture the full  details 
of the project\  lnclud~ng the allocation  for the y e a .  the expendlture for the period in 
uueqtlon and on outvulr achleved 
2001102 Spending 

Allocation of thi\ frant amounted to R I  300 milhon. tnclud~ng R600 mllllon  for flood 
rehahilltatlon.  Proylnces increased spending  on  capex  from R7.6 billion In 2000/01 to 
RI(J.7 hllhon In 2001/02. which amounts to 33 per  cent.  This has increased the share or 
capital  spending from 6 per  cent in 1998199 to abour 10 per  cenr. .4 large  share of 
growth In caplta! spendln: IS in social services and  roads - Infrastructure  grant  consutute  less  than 10 per cent of tutdl capex. Spending  trend  re- 
flectr that provinces  have used all their  infrastructure  grant allocat~on. and  improyed 
thelr  spending  capaclt! 

Prqjections  for 2002103 
Pro\,~nces have  spent RE.? bill~on  or SI per  cent  capital  budget by end of December 
2002. Thic  amountc 10 ahout 50 per  cent more than expendlture level In December 
200 I . 

* Notable mpro\ement\ are 111 Eastern Cape.  Free  State. KZS and  Xorth  Wet[.  Th15  mdt- 
care\ that provlncea  are x!\ I O  spend a suh\tantial propon~on of the R l 4 . i  htlllon al1c1- 
cated t o  capex. of whlch ~ n t r ~ ~ r t r ~ c t u r e  grant  amounrr to R1.6 btlhon 

To he revlewed  after 3 year- 

Quarterl! ~nstalmenrs 

The  Natlonal  Treasu? ha\ ii dedicated  chlef directorate responsible for admrnlstenng the 
grant 
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Table 21 Provincial Infrastructure: Infrastructure Grant 

R thousands 
Eastern  Cape 
Free  State 
Gauteng 
KuaZulu-Natal 
Limpopo 
Mpumalanga 
Northern  Cape 
North  West 
Western Cape 
Total 

2002/03 

93 913 
157 081 
331  123 
278 5 19 
118  961 
52 997 

I35 086 

2003/04 

433 673 
1 1 1  950 
235 502 
500 302 
420 632 
1 SO 066 
72 394 

704 479 
145 190 

2 334 488 

2004/05 2005/06 

Medium  Term Estimates 
535 646 569 409 
175 327 186 379 
291  218 309 606 
617 9 4  656 892 
5 I9 538 552 286 
222 407 236 426 
82 362 85 663 

252 560 268 179 
I79 330 I90 633 

2 876 362 3 055 773 



104 

Table 22 Provincial Infrastructure: Flood Damage 

2002/03 2003/04 
R thousands Allocations Budget 
Eastern  Cape  70 000 

Ku~aZulu-Natal - 
- Gauteng - 

21 000 Free  State 58 000 
23 000 

200 000 Total 400 000 
Western Cape 
North  West 
Northern  Cape 

36 000 Mpurnalanga 90 000 
120  000 Lirnpopo 182 000 

- 

- - 

- - 

- - 

Table 23 Provincial Infrastructure Grant: Total 

2002/03 

Medium Term Estimates R thousands Allocations 

2003/04 2004/05 2005/06 

456 673  535  646  569  409 Eastern Cape  356 107 
Free State 151 913 
Gauteng I57 084 
KwaZulu-Natal 331  133 
Limpopo 460 519 
Mpurnalanga 308 961 
Northern  Cap- 53 997 
North  West  135 086 

162 950 175  327 186  379 
235 803 291 248 309 606 
500302 617944 656  893 
540  632 519  538 552 286 
216 066 222 407 236 426 
72  394 82 362 85 663 

204 479 252 560 268 479 
Western  Cape 962101 145 190 179330 190633 
Total 19500001 2534488 2876362 3055773 
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Appendix E2: Frameworks  for  Conditional  Grants 
to  Local  Government 

Detailed Frameworks on Schedules 6,6A and 7A Grants to Local Government 

Introduction 
This  appendix  provides a brief description of the framework for each  grant in Schedules 
6. 6A and 7A of the Division of Revenue  Bill. The following  are key areas  considered 
for each grant: 

Purpose and measurable  outputs 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 
Monitoring mechanisms 

9 Past performance 
The projected life of the grant 
The payment schedule 
Capacit!, and preparedness of the transferring department 

Buildinz  for  Soort  and  Recreation  Prorrrammr I 
1 Transferring  department 1 Spon and  Recreatlon S.4 (Vote 301 

Purpose Promotion of sport and  recreation in disadvantaged commun~t~es through upgrading or 
neu  tncilitiea.  Employment of cornmunit! during  construction  and  promotlon of loo? 
term job\ associated  u,ith the facilities. 

I Conditions 

I 
i 

* Programme  Management  SystenUpolicy to be complied  wlth. 
* Employment targets to be met. 
* ~lunicipal t t~ej  are  requlred to place  the  Building  for Spon and  Recreation  Programme 

allocation on thelr  budget. 
1 - h lun~c~pa l~ t~ea  are  requlred to operare and maintain  the facillues. 

j 1 * Sustainahiliry planning for all projects IS required. 
Sleasurahle  outputs 1 Job5 created slthin the short and  long  term (maximum local  communlt! employment): 1 

! Sumber of existlng facilmes upgraded  and neu facilities  constructed. 
I * \slue  asessmenr of facilltres  constructed;  and 

. .  

* I 1 1  communities empowered to promote spon and  manage fac11111es. and 
* 61 munlcipalnies  empowered to build appropnate sport faclliues and promote spon 

hnanclal  year  programme: 

wlthin  disadvantaced commun~tie~. 
.Allocation criteria 1 Tne allocation\ =e made  wlthln  provmces In accordance  wlth a Poven! Targeting  For- 

mula  based upon the 1996 census and 1997 Household :urvey data. 
Allocat~ons between  Distnct  and  Local  municipalities  are made on the  basls of the ~ n -  
tended  regional  rcope of the facility and in line with  powerc  and  funcrlon  and the  con- 

At lea?! 3 0  per  cent of proJect5  are to he sltuared ~n Nodes The allocation\ are to pro- 
\]de 3 balance  between  rural and urbardperi-urban  disadvantaged commun~t~es  hlunlct- 

prlorltlaed b! the provlnclal  department\ of sport and recreatlon In line with prounclal 

I 
I 

I 

I 

i pslltles ~denuf! their  proposed  projects I n  terms of thetr IDP's. which  are then I 

I Slonitorin:  sJstem The Department of Sports and Recreauon ha \  lntroduced a  Management  Moni~or~ng 111- 

I iormatlon S!srem In term< v i  uhlch monthl! performance  momtoring  is carned out h! 
I 
I the pro\Ince\. on the  has15 of monthly inroectlon\ and reoonlnc  orovided bv the munhcl- I 

1 palrile\.  and then consolidated at h'atlonal Leiel and then reported. 
Budget  on  which  transfer is 
shown 

The grant must be reflected on ths recelvln; mun~cipal~ty's budget 

. .  . L .  ~ ~. . 

Projected  life The grant \ r i l l  be consolidated into the  new Munlcipal  Infrastructure  Grant  from 200.1/05 
onM ards.  subject to a Cablnet  declsion  following  the  review of the  specral povert! rehef 
allocnt~ons. 

I Reason  not  incorporated in 
appropriate  faciilties  are  created  withtn  target  communities 1 equitable  share 

A cond~tronal grant is necessan in order to ensure  that: 

* proper  susrainabillt!  planning  takes  place: - mun~clpal~ties and commun~ties are empouered to promote spon 
* employment  targets  are met 

1 of transferring  deuartment manaoement cunnnn 
Capacity  and  preparedness A directorate has  been dedlcated to manage  the  programme wlth out-sourced  programme 

Payment  schedule The  first  payment &,ill be made  once  the  xnplementing  agent afreement has  been  slgned 

on the bass of actual  expendlture. 
between  provincial SRSA and  the  munlcipality.  Thereafter,  payments will occur month11 

Further  work by national Commitments will be rewewed in September 2003 by the Municipal  Infrastructure Task 
department Team (MITT) and uncommitted  funds  for MTEF outer  years will  be transferred to Mu- 

nicipal  Infrastructure  Grant,  subject to a Cabinet  decision followmg the  review of the 
speclal poveny relief  allocation. 
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Community Based Public Works Programme 
Transferring department Depanment of Public Works (Vote 06) 
Purpose Creation of community assets I n  disadvantaged rural commun~ties and empowerment of 

the communities to manage the facilittes in co-operatlon with the local mun~c~pality. Em- 
ployment of community during construction and promot~on of long term Jobs  assoc~ated 
wlth  the facilities 

Conditions - Programme  Management Systedpolicy to be complied w i h  
* Employment targets to be met - Municipalities are requlred to place the CBPWP allocation on thetr  budget 
* !'hnicipalitleS are required to operate and maintain the fac~l i t~es  and - Susta~nability planning for all projects is required 

Measurable outputs Amount spent on commun~ty labour 

* Number of women employed 
* Number  of local labourers employed 

* Number of youth employed 
* Number o i  disabled people employed 

* Environmental target  Achieved and 
* Number and type of assets created 

* In ?001/02 No Of proJects = 680; .Asset value = R228 blillion: 
* .Amount \pent on community labour: R62.6 m~llion 
* Xumber of local labourers employed: 34 021 - Number of women employed: 15 605 . Number oi)outh employed: 15 414 - Number of disabled people employed: 75 I 
* Environmental target ach~eved Trees planted after  complet~on o i  every project - Sumber of projects dnd asFets transferred and implemented by munlcipaiitres 680 

.. 

Allocation criteria The a h a u o n s  =e made w h i n  provinces In accordance wlth 3 Poverty Targeting F ~ ~ .  
~ m l a  based  upon  the 1996 census  and 1997 Household survey data. least 30 per cent 
Of ProJects are to be s~tuated wtthin the Nodes. Mun~cipalities identlfy their proposed 
ProJects 1x1 terms of their IDP's. whlch are then pnoritised  and  rubmttted to the hovinclal 
Coordinatton Comm~ttee  for approval to enter the planning phase. 

Monitoring system 
monthl?. performance monitonng is carried out by  the prov~nces. on the basis o f  monthly 
.A Management bionltonnp Information System has been Introduced In terms of whtch 

inspections and repon~ng provrded by the muntcipalities. 
Budget on which transfer is The grant must be reflected on the receiving municipality's budget as reflected on Sched- 
shown d e  6A and indirect (Schedule 7A) transfers must be noted as asset trantferc In the  asyet 

Projected life The grant w ~ l l  be consolidated into the new Mun~cipal Infrastructure Grant from 30()4/0j 
onwards. subject to a Cabinet decision following the review of the special povm! reilef 
allocat~on 

, registers of the municlpalities 

Reason not incorporated in .A condit~onal grant is necessary in order  to  ensure  that appropriate fac~lities  are created 
equitable share wlthln target communities. that proper sustmability planning takes place  and  that em- 

Capacity and preparedness A c h ~ r f  directorate. wlth policy/implementation/monltonng and evaluation  components. 
of transferring department has been dedicated to manage the programme. A technical support  agreement ulth the 

2003104 allocation 

ployment targets are met. 

European Unlon supplements the chief directorate 

* R 249.820 m~ll ion is cash transfers directly to municlpalities as per  Schedule 6 to be 
R 259.820 million of wh~ch: 

subm~tted later. 
R 10 mlllion IS m e t  transfers to munmpalities by IDT as per Schedule 7 

Payment schedule - Payments to municipalities are made on monthly bass  
* First payment made once Implementing agent agreement c~gned between CBPWP and 

* In some Instances allocattons are made as ind~rect tranafers. v ~ a  the Independent Devel 
mun~c~pnhty. thereafter. montbly on the basis of actual or antlclpated expenditure. 

nnrnmt  Trust  and assets are transfemed to municipalities once they are completed. 
These transfers are made as Schedule 7 transfers 

Further work by national Comm~tments  wdl be reviewed in September 2003 by the Mun~cipal Inirastructure Task 
department Team (.MITT) and uncommitted Funds for MTEF outer  years will be transferred to Mu- 

n ~ c ~ p a i  Infrastructure Grant. subject to a cabinet dectsion follow~ng the rev~ew of the spe 
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Transferring  department 

Purpose 

Conditions 

Fundine  windows 

Measurable  outputs 

Past  performance 

Allocation  criteria 

Monitoring  system 

Budget on which  transfer  i 
shown 

Projected  lile 

Reason  not  incorporated ir 
equitable  share 

Capacit?  and  preparedness 
of transferring  department 

2003/01 allocation 

Payment  schedule 

Further work hy national 
department 

Insohdated  Municipal  Infrastructure  Programme  (CMIP) 

Provincial  and Local Government (Vote 5) 
To fund  municipalities to provide  internal  bulk,  connector  infrastructure  and community 
facilities to poor  households 

Funds may only be used  for the specific  municipal  infrastructure  investment  intended 
A labour-based  approach to construction must be prioritised 

Submission to the province of a business plan and municipal council  resolution appro\- 
Ing each  project  through  the IDP process 

municloalitv 

* The munictpality  must  suhmtt  an operat~onal plan  for  the  lnfrastructure  proyided 

* The  ~nvestment must become  an  asset of  the municipality and  he  rnatntained by that 

The programme will provide  for new, rehabilttation and upgradmg of existing mfrasuuc- 
ture. - Number of households  serviced  per  annum: - Priority  given to pro~ect implementation in ISRDP  and  URP (20 per  cent of allocalloni 

Employment opponunities created  and accred~ted tralning  provided.  number of woman 
and  youth  employed and trained  (target 30 per  cent of each categonr 

* A minmwn of 7-0 per  cent of total allocation must he  spent on labour  intensive  project\ 
and 

* Number of SMMEc  per  annum  utilised - target 400 SMMEs 
A total of 2.S milllon  households  have  benefited  from  munlctpal sewices provided  slnce 
inception of  the programme. 
During  the 2001/02 financial  year the following  were achieled: 

395 projects  were  completed 
15-47 000 householdc  have been seniced 

548 460 tratning  days  were  provided:  and 
0 318 SMME's were  utilised 

7 152 012 person  dayc  employment  were  creared 

Allocated  on a poveny-\celghted formula includtng the number of poor  households. un -  
emploked  and  the  number of households  without  access to basic  services  based upon  the 
1996 Census  and the latest October  Household Sune! data. Priont? given to project 

newal  Programme (20 per  cent of allocanon).  The allocations to the dlstncts are funher 
~mplementation in Integrated  Sustainable  Rural  Development Programme  and  Urban Re- 

d~stributed between  the  local municipal~ties within  the districts. aligned to polic! and  ne\\ 
powers  and  functions  that takes effect  from 1 Jul! 2003 
Monthly  and quanerl? monttoring  and  reporttng on specific key performance  mdlcators 
and  targets 

The  grant must be shown a b  a conditional  grant  on municipal budgets 

The CMIP programme nil1 be phased  into  the bluniclpd Infrastructure  Grant  as  from 
2001/0s 

* This 1s a specific  capital  transfer  focussed on the  national  poltcy of ensunng that all 
South Africans  have  access to at least a bastc level of munlclpal serwces. 

* Through CMIP. Government  directly  supports the Integrated  and  Sustatnable  Rural De- 
velopment Progamme  tISRDP) and  the Urban Renewal  Programme (URP) ac well as 
the Housing  Programme 

The  depanment has  dedicated  capacir? 

R 2.246.253 millton 

Monthl!  payments to munictpalitles  accordmg to progress  with  project  implemenratlon. 

Commitments will  he renewed tn September 200.3 by  the Municlpal  Infrastructure Task 
Team (MITT, and  uncommitted  funds  for 2004/0.i will  he transferred to the Municipal 
Infrastructure  Grant. 
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Local Economic  Development  (LED) and  Social Plan  Grant 
~~ 

Transferring  department 

Purpose 

Conditions 

Measurable  outputs 
~~ 

Past  performance 

Allocation  criteria 

Monitoring  system 

Budget  on  which  transfer is 
qhnwn 

Projected life 

~~ 

Reason  not  incorporated in 
equitable  share 

of transferring  department 
Capacity  and  preparedness 

2003/4 allocation 

Payment  schedule 

Further  work by national 
department 

Provincial  and  Local  Government (Vote 5 )  
~~ 

To provide  funding to support  planning  and ~mplementation of job creation  and  poverty 
alleviauon  proiects  withm  municipalities - The projects/  business opponunity studies  identified by municipalittes  must  meet  the 

criteria of  the LED and Social  Plan  Measures  Grant  and  the  Poverty  .Alleviation  Fund . LED funds  may only be committed to new projects  once 3 formal  agreement  has  been 
reached  between the department  and the munlcipality  regarding  the  ownershlp of the 
asset  and  ongoing  financial  responsibilittes for operating  and mantaming the project - Estimated  number of temporary jobs 

* Estlmated  number  of  long term jobs 
Number  of  business  infrastructure  developed  e.g.  business  hives. a r t s  and  crafts centres 

Number of economic  regeneration  studies in selected  municipalities 
agro-processtng  centres 

impacung on SMMMEs, youth,  women  and  disabled 

200 projects  have been funded  since 1999 
4000 permanent Jobs 
9 000 t emporq  jobs  (based on reports) 

* Number  and  quantum of financial  and  other  support  measures  implemented  and  direcrl) 

Ailocnt~ons me made on the  basis  of  approved  business  plans  that  meet  the followtng 
crirena: 
* Contnhure to poverty dlevtation 
* Alignment wth the Integrated  Sustalnahle  Rural  Development Lnd the Urban  Renewal 

* Cmmbute to and he pan of the economic  development  framework of muntctpal  Inte- 

- Meet  the  General LEDF objecuve  cnteria 
* Social Plan funds  are  allocated to munlcipalities in the ISRDP rural  nodes 

Monthly  reports  and  quarterly  meeungs  with  provinces  and munic~pal~ttes 
The  grant  wtll  he  shown as a conditional  grant on munictpal budgets 

The grant  will  he  consolidated lnto the new Municipal  Infraatructure  Grant  from 2004105 
onwards.  subject to a Cabinet  declsion  following  the  review of the Fpeclai poverty  relief 
allmattons 

The grant is a policy lnsvument In re-directmg  local  government  towards  social  and  eco- 
nomtc developmental  outcomes. It is a special  poverty  relief  allocatton 

The department has at established  grant  and  project  management  framework (the LEDF 
ProJect  Management  Guide)  and 3 LED  programme (ream) that I S  responsible  for  the 
management of the  grant 

R 1 17.000 million 

Payments will be made in two tranches. The first tranche will he made  up-front. The sec- 

Programmes 

grated  Development  Plans IIDP's) 

ond  payment  will be made  midway  through  the  year  and  will  he  based on progress 
Commitments  wlll  he  reviewed in September 2003 by the  Munlclpai  Infrastructure  Task 
Team (MTTT) and  uncommitted funds for MTEF  outer years will  he  transferred to Mu- 
nicipal  Infrastructure  Grant,  subject to a Cabinet  declsion followinp the rertew  of the 
special  poverty  relief  allocation 
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Iml 
Wansferring  department 

'urpose 

londitions 

kllocation  criteria 

Monitoring  system 

Budget on  which  transfer h 
shown 

Past performance 

Projected life 

mentation of Water  and Sanitation Service  Proiects  (Cauital) 

Water  Affairs  and  Forestry  (Vote 34) . 
To fund  bulk, connector and  internal  infrastructure  for  water  services  at a basic  level  of 
service,  and  Implement  such  projects  where  municipalities  lack  the  required  capaclty to 
do so. As  water  and  sanitation  services  provision  is a functional  competence  for  local 
government,  the  department  will be transferring  completed  RDP  projects.  with  no staff or 
operating  budgets, to receiving  municipalities 

A  comprehensive reportlng  system  has  been  developed for the  capltal works programme 
and  the  measurable  outputs for 2003/04 provisionally  include: 
* Number of people  served - 1 140 000 (targeted) 
* Number of RDP projects  completed  and  transferred 75 - Number of jobs  created 34 000 for all categonrs 

* Number of business plans  approved: 166 of all types 
* Number  of  people  impacted  through  health  and  hygiene  programme: 670 000 
* Number of toilets  constructed: 105 000 

Before  any  conditional  grants  are  made,  the  local  government arm concerned  must: - Have  undertaken  the  necessary  service  planning (e.g. WSDP)  and  provided  budgets  for 

* Be In a position to undertake  the  implementation.  operation  and  maintenance of the 

* Have  demonstrated  acceptable  level of expertise in managing  water  services  projects 
* Have  established  the  mechanisms  and  structures for reporting to DWAF as required 
* Ail recelving  local  governments  wlll be required to enter  formal serv~ce  provmon 

Detailed  monthly  expenditure: R78 million/month  on  average 

the ongomg  operatlon  and  maintenance 

relevant  water  services 

ageernents  (lncludmg provision  for  payment of ServIces rendered by the department) 
wlth the deoartment 

The contractual commitments for ongoing projects as well as operate,  train  and  transfer 
of exlsting  completed  projects  not yet transferred  will  recelve  preference in the  project 
selection process. 
* New  projects are then  selected  via  the  relevant  planning  forums per region  on  the  basis 

of the reglonal  allocation.  which is based on  a poverty-welghted  formula  with a strong 
Nral fOCUS. - The DWAF  Minister  approves all projects earmarked for implementanon.  before  the 
funding is formally  delegated to the  regions. All departmentally  owned  completed RDP 
proJects w~l l  be subject to transfer to municipalities 

Build,  Operate,  Train  and  Transfer  arrangements,  unless the municipality  has a demon- 
Projects are managed  and  monitored  internally by  DWAF. some  through  contract  driven 

strable  capaclty to do so itself. This will be done in accordance  of  the  above  conditions 
and to allow  DWAF to fulfil  its  role in terms of  the  relevant  acts 

The allocation is shown on the Water Affaus and  Forestry  vote. Once funds  transfer 
agreement is  in place,  the  financial  transfer  will  be  shown as a conditional  grant  on  mu- 
nicipality  budgets in recognition of the  functional  responsibility  of  Local  Government 
with  regard to the  provision  of  Water  and  Sanitation  Servlces.  Asset  transfer  (grant -in 
-kind)  should be recorded  in the municipal  asset  reglster  on  transfer  with a remark  in 
the  budget  document  that  the  infrastructure  will be built  on  behalf of  the municipality 

Approximately 8.5 million  people  have  been  provided  with  access to  basx water ser- 

e Approximately 105 000 toilets  have  been  constructed in the  past  five  years  and 670 oo( 
vices to date,  and 75 projects  have  been  transferred to municipalities. 

people  have  been  impacted by health  and  hygiene  programme 

On  the  basis of the above  conditions, the department  has  proposed  the  following 
programme: 
2003/2004 
* Continue  implementation  of  contractually  committed  proJects 
* Inmate  detailed planning  and  design for projects  pnoritised  through  local  government 

* Continue  to initiate  and  implement  planned  and  designed  projects  through  existing 
planning  process  and  local  government  management  arrangements 

DWAF  management  arrangements  where  there is an  explicit  agreement  with  local  gov- 
ernment,  including  acceptance  of  operating  responsibilities - Support  local  government to star t  the  process  of  consolidating  and  completing  water 
servlce development  plans  as an  input to their  Infrastructure  Investment Programmes 

* Indicate  reporting  of  allocation  of funds  to municipal  area  down to Category B and C 
level as applicable 

* Develop  with  DPLG  the  system to ensure  that  funds  allocated  are used for  the purposey 
intended  tn the respective  line  function  areas. - Where  agreed,  and  subject to the  approval of DWAF  Director-General,  make  condi- 
tional  grant to municipalities for implementation of projects 

* DWAF to continue  service  provision a n d  or hand  over to other  service  providers where 

completed  projects  yet  not  transferred 
local  authorities are unwilling or  unable  to take  over  services  responsibilities of already 
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Imolementation of Water and Sanitation Service Projects (Capital) 
I 

Reason  not incorporated in 
muitable share 
lapacitp and prepadness 
)f receiving department 

'ayment schedule 

!003/04 allocation 

2004/200s 

* Continue to implement (but not to rnitiare  and  design)  already  planned  projects  through 
* Finalise  tmplementation of contractual  committed  projects 

exlsting DWAF management  arrangements  where  there i s  explicit agreement  with  local 
government.  Including  acceptance  of  operatlon  responsibilities 

pnoritised  through local government  planning  process 
Definltive  allocation of funds to munlcipal  area down to Category B and C level as 
applicable. 

* Implement and manage  with DPLG sysrems to ensure  that funds allocated  are  used  for 
the  purpose  Intended in the  respective mmstries. - DWAF  to contlnue x m c e  provlslon a n d  or hand over to other s enwe  provlder  where 
local authonties are unwllllng or unable to take over  semces responslbilities of already 
completed  projects not  yet transferred 
100S/2006 

cal management) 

* Suppon local  government to undenake detailed  plannlng  and  deslgn  for  projects 

* DWAF role In project  lmplementation  terminated (ongolng projects  handed  over to lo- 

* Ongoing DWAF wppon  to focus on plannlng  and  technlcal  assistance 
* All funds  allocated to local  government  level.  except  where  retained by DWAF  for in- 

* DWAFs ongolng role in oversight ofcap~tal spending  programmes to he agreed by the 
drcated  purpose 

* DWAF to calmnut:  service prov~s~on and/ or hand over to other  servlce  provider  where 
respective mrnlstnes. 

local outhontler  are unwillng or unnble 10 take  over services responslbilities  of  already 
completed  projects not  yet transferred 
2006/2007 - DWAF roles as servlce  provlder  ternilnated.  Prolects  not  accepted by local government 
to be handed  over  and  managed by servlces  providers  contracted by DWAF  but funded 
and supemsed by other appropnate Instttutlons 

T h ~ s  is a specific  capital  transfer  focused on rhe national  policy  priority of ensuring  all 
South  Africans  have  access to d e  water sources and  acceptable sanitation systems 

Vanes s~gnificantly. Assessment w111 be caned  out to rank all recipients as to thelr  pre- 
paredness to accept  transfer.  The  transter to those local governments  ready, wllling and 
able will  be given  prionty.  This will be done In co-operation  with DPLG and SALGA 

The  payment w i l l  be made on quarterly  basls. In April.  June, October and January of the 
amounts as asreed in the funds rnnsfer agreement  for  each  speclfic  proJect/local  authority 

R1.101.812 mlllion 



112 

kansferrine  deoartment 

Purpose 

Conditions 

Measurable  outputs 

Past performance 

hllocation  criteria 

Monitoring  system 

Budget on which  transfer is 
rhown 

Projected Life 

Reason  not  incorporated  in 
:quitable share 

Capacity and  preparedness 
>f transferring  deoartment 

!003/4 allocation 
Payment  schedule 

Further work by  national 
iepartment 

Minerals  and  Energy (Vote 31) -. 
To implement the Integrated National Electrification  Programme (LNEP) through  provid- 
ing capital  subsidies  to  municipalities to address the electrification  backlog in perma- 
nentlv occuuied  residential  dwellings 

Distributors  who  receive  funding  must  contractually  undertake to: 
9 Account for the  allocated  funds  separately  from  their  normal  business 

Pass  all  benefits  derived  from the scheme  on  to  end-customers 
Not utilise  the  fund for any  purpose  other  than  electritication 
Adhere to the  approved  electrification  programme  and  agreed  cash Row budgets; 
Ring-fence  their electricity accounts  (initially  supply  accounts) - Adhere to the accounting  and  reporting  requirements of the  PFMA  and  Division of 
Revenue Act 

The  number of connections  made to: 
Households 
Schools 

* Clinics 

Statistics  are  for the period 1 Apnl  to 30 November 2002, as this is the  first  year  that  mu- 
nicipalities  received this grant: 
* Household  connections  energised: 

* Capital expended: R122 313 million 

Allocations  are  made  on the basis of project  applications  from lrcensed munrcipal  dls- 
uibutors  who: 
* Meet the requirements, for example in terms of documentation.  approved  tariffs,  ring- 

Have  the financial. technical  and staff capabilities  to  distribute  electricrty  and to expand 

- Regularly  pay  their  bulk  supply  account  and  are up-to-date with payments  agreed to 

34 101 

fenced  accounts 

and  maintain the network 

Apply  credit  control  effectively 
with  the  bulk  supplier 

Planning  (IDP) Drocess 
* Have  consulted  their  communities in terms of the prescribed  Integrated  Development 

Monthly  reports in accordance with PFMA and  Divislon of Revenue Act  together  with a 
technical  audit  process 

The a m t  will be shown as a conditional grant on budgets of licensed  municipalities 

The  Integrated National Electnfication  Programme  (INEP) is ongoing and  planned on a 
three-year roiling basis. It aims at providing  universal  access  to  basic  electricity  services. 
Its  projected  life is IO years  subject  to  current  backlog  and  historic  funding  levels. The 
INEP  will  be  incorporated  into  the  Municipal  Infrastructure  Grant  (MIG)  once the frame- 
work  for  restructuring the Electricity  Distribution Indusfxy has  been finalised 

This is a specific  capital  transfer in support of the Integrated  National  Electrification 
Programme 
The  DMEA  takes  full  responsibility for the  administration  and  control of the  INEP 

~~ ~~ 

R240.000  million 

Transfers  are  made  monthly  based on pre-agreed plans and  cash Rows 

of transfers is subject to benefiting  municipalities  entering  into  standard  implementation 
Allocations  to  municipalities  finalised  and  submitted  to  National  Treasury.  Disbursement 

agreements with  DMEA 

~~ 
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Transferring department 
Purpose 

Conditions 

.Measurable outputs 
~~ 

Past performance 

Allocation criteria 

Monitoring system 

Budget on which transfer is 
shown 

Projected life 
Reason not incorporated in 
equitable share 

Phasing arrangements 

Capacity and preparedness 
of transferring department 
200204 allocation 
Payment schedule 
Further work by national 
department 

Municipal Infrastructure Grant 
Provincial  and Local Government  (Vote 5 )  
To address  backlogs in municipal  infrastructure  and  provlde  basic  bulk,  connector  and 
nternal  infrastructure for munlcipal  services  primarily to poor  households. 

' Funds may only be used for eligible  municipal infrasmcture and as identified by mu- 
nicipalities in their  Integrated  development  plans  and  budget 

' Resldentlal  infrastructure to receive 75 per  cent of funds, public  municipal  service in- 
frastructure 15 per  cent  and  allocations  for  social  institutions, SMME's and  urban  and 
rural  development  nodes to receive I O  per  cent 

projects (SO per cent). electricity (22 per cent), roads (23 per  cent) and  other  services (5  
per cent) 

maxlmlsation of economic  spln-offs pnncipally labour-mtensive  construction 

' Residenual  infrastructure  funds to be  directed  towards  water  services  and sanItat1on 

t Output  conditlons  Include  achlevement of specified  basic \ervlce  coverage targets m d  

l3e key outputs of the  programme are: 
' The quantlty  and  quality of Infrastructure  developed 
' Susta~nable projects  across all municlpal categories 
' Susralnable pllot  projects  across all three  municlpal categones 
b Number of beneficlanes 
' Location of projects 
' Employment opponunlries created  and t rming provtded 

h e  pllot  programme w ~ l l  bulld on the  lessons  rislng from exlatlng  munlclpal infrastmc- 
ure  programmes 
illocated on ;L poberty-weighted formula including the number of households in poverty 
md  the number of households  without  access to baslc cervtces. to be plloted in selected 
nnunlcloalirlrs 

4 comprehenslve monltonng system wlll be developed. The Department of Provinclal 
md Local  Government (DPLG) wlll be responsible for rinancial reponing and  the  sector 
lepanments responslble  for  policy  coordmatlon  and performance 

The grant  must be shown as a conditlonal  grant on munlclpal  budgets 

This IS a specltic  capltal  transfer  focussed on the  national  poiicy pnority of ensunng all 
South hfncans have  access IO at least a baslc level of munlclpal serwces.  This grant urll 
jirectly  supporl the Integrated and Sustalnable  Rural  Development  Programme (ISRDP) 
and  the  Urban Renewal Strateev (C'RS) as well as the  Houalne Proenmme 

3003/04 is a pllot year  for  the MIG 
The followtng  grants wlll be phased  into  the Municipal Infrasrructure  Grant over a the 
next  three  years.  subject to renew of the poverty  allevlatlon  programme: 
0 Consolidated  Municipal  Infrastructure  Programme (CMIP), Implementation of Water 

Service  Projects (Capital), Urban  Transport  Fund,  Community  Based  Public  Works 
Programmes, Local Economic  Development  Fund and Building for Sports and Recre- 

- Elecuificatlon  funding wlll be Incorporated once the  framework for restructuring of the 
mon Programme 

slectncitv  distnbution Industrv has been  finalised 

I 

A MIG unit  will be set up within  DPLG. R3 million  on the vote  of  DPLG  has  been  set 

National Government IS tinalislng  arrangements  for  its  estahllahment.  consolldatton  and 
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iansferring department 
hrpose 

leasurable outputs 

Conditions 

Allocation criteria 

Budget on which transfex 
is shown 
Past performance 

Projected life 
Reason not incorpo- 
rated in equitable 
share 
Capacity and Pre- 
paredness of Transfer- 
ring DeDartment 
2003/04 allocation 
Further work by 
national department 

Urban Transport Fund - 
Transport (Vote 33) \- 

To promote  the  planning of internodal  land transport  infrastructure  and  operations.  the 

ines in this  regard  and to initlate  demonstration  proiects in line  with  the  Urban  Transport 
hcilitation  of  integrated  land use and  land  transport  planning,  the  development of guide- 

' The planning  requirements  for  the  Operating  Licence  Strategy, Rat~onalisat~on Plan, 
Public  Transport  Plan and the Integrated  Transport Plans required by the  National  Land 
Transport  Transition  Act (NL'ITA) is developed  and will be  finalised by the 31 March 
2003. and be  brought into effect  on 1 April 2003. 
In 2003/?004 assistance in the  planning  rollout  and  sychronisatlon  wlth  the  IDP  process 
wlll be addressed with the integrated  transport  plans in Unicities  belng an integral  part 
of the  IDPs. 

March 2004 by the  Department of Transport 
* The  second  phase of  the transport  planning  guidelines to  be are to  be revrewed by 

* Restructunng of the Durban  Municlpal  Bus Service will be completed by July 2003 
@ (DURBAN R500 000) 
* Infrastructure  improvements 
- Upgrading of local  streets as included in the  Business  Plan  for  Langa in Cape  Town 

whlch is due to  be completed by February 2004 (CAPE TOWN R5 000 000) 
- At the  Baragwanath  node in Soweto Phase 2 and 3 which  are the construction of 

bus facility  and  upgrading of transport  taxi  facllity will completed by June 1-004 
- The design  and  construction of an  inter-modal  transport  facllity In Alexandra will 

be comdeted bv Januarv 2004 (JOHANNESBURG R3 600 000) 

* Submisslon of a business  plan m line  with the Urban  Transport Act. 1977 and  na- 
tional pnonties: The priorities  are  plannlng,  research.  demonstrauon  natlonal strategic 
projects  on  issues  like  transport  authorities.  and  infmsttucture  and  urban  renewal 

* Successful  implementation of prevlously  funded  projects: - Preferably panly funded by provincial  and  local  governments. 
* Priorities In terms of Government  and  Department's  Strategles 

The grant IS allocated to metropolitan  and  larger  Category B mumcipalities, on the  ba- 
sis of priorities  determined in terns of the  Natlonal  Land  Transport  Transition  Act, 
20OU and  the  Urban  Transport  Act, 1977. 

The  transfer  must be shown as a conditional  grant on municipal  budgets. 

Transport Planning Guidelines and Requirements 
The  phase I of the  planning  guidelines  were  completed In 2001 and the  planning reqmre- 
ments  for  the  Current  Public  Transport  Records  and Provinctd Land  Transport  Frame- 
work were  completed  in  July 2002. The majority of these plans  will  be  completed  by 31 
March 2003. 
Durban Municipal Bus Service Restructuring 
The  Buslness  Plans  have  been  approved  and a transaction  advlsor has been  appointed 
Demonstration Projects 
I. TRANSPORT  AUTHORITIES 

Durban:  the  Ethekwmi  Metropolitan  Municlpallty  has  approved The Founding 

* Bloemfontein: Due to the duplication in the preparatlon  of a feasibrlity  study, it was 
Agreement. 

agreed  that  the  Frees  State  Province  will  finalise the said  study  and the implementa- 
tlon wlll be funded  from the Urban  Transport  Fund. The Business  Plan has been  pre- 
pared. 

2.  DIAL-A-RIDE  (Cape  Town) 
* New fully accessible  vehlcles  have  been  procured  and  the  routes  that  were  operated 

dunng the  pilot  phase of the  project  have  been  extended.  New  operating  standards 
have  been  developed  and  are  being  implemented. 

3. MODALINK - .\ guideline for the management  of  Public  Transport  Interchanges in the Cape  Town 
area  has  been  developed and is being  implemented in 25 Public  Transport  Inter- 
changes In and  around  Cape  Town. 

* They  are  also  running a demonstration  project on low  floor  buses in Cape  Town. 
* blodallnk are  also  managing a public  transport  call  centre in Cape Town 

- The  design  for  Baragwanath  has  been  completed 

* The  Buslness  Plan  for  the  upgrading  of  taxi  facilities in the  Inanda  Ntuzuma 
- The Business  Plan for Alexandra  Inter-modal  facility  has  been  finalised 

4. INFRASTRUCTURE IMPROVEMENTS 

KwaMashu  node  has  been  prepared 
No further  allocation  after 2003/04 financial  vear 

Natlonal prionties are  determined  annually  based on the National  Department Busi- 
ness  Plan. 

~ ~~ ~~~ 

The NDOT  has  the  capacity to manage  and  monitor  the  business  plans  and contracts 
for  the  ldentlfied  projects. However the  successful  implementation of these projects 
depends  and is influenced by the  capacity  of  the  receiving  authority. 
R 9.1 million 

No further  allocation  beyond the 2003/04 financial  year 
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I------ Measurable outputs c- Past  performance 

Local Government  Financial  Management  Grant 

National  Treasurv  (Vote 8) -_ 

__ 

-_ 

-_ 

-. 
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_. 
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- 
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Budget on which  transfer i: 

Projected life 

?003/04 allocation 

department 

1 

TO promote  and  support  reforms to municipal  financial  management  practices.  including 
the  modernisation of budgeting,  tinancial  management,  accounting,  monitoring  systems in 
municipalities  and  implementation of the Munictpal  Finance  Management  Act 

Submission of a Councll  resolution  committing to budget  reforms. to achleve  multi- 
year  budgeting,  implementation of Generally  Accepted  Municipal  Accounting  Practlces 
IGAMAF'), and  improvement to reporting requtrements 

, ,  ~ 

* The employment of an  appropriately  skilled  chief  financial  officer 
Submission of a checklist idenufyng  cntical financial  management  areas to be ad- 

Submlssion of a plan  to implement  tinancial  management reforms 
* Preparation  and  implementation of multi-year  budgets  meeting natlonal norms  and 

* Implementatlon of (GAMAP) 
standards 

Improvements in internal md external reponlng on budgets  and financial informatloo 
* Preparation of plans and processes to implement  the  Municipal Finance Management 

.Act 

Thirty-one  municipalitles participated in the programme  during the last  year.  Twenty-four 
of these (77 per cent) have  tabled  three-year  budgets to councll  for the 3001103 budget 
year md  submitted to National  Treasury.  Six new pilot  munlcipalities  have  been  added to 

dressed 

the programme In the 1002103 tinanc~al year. 

The allocanon of funds will be targeted at pllot  munlclpalitiey in ~ 1 1  sxegones to Imple- 
ment the tinancial retormq 

A management  team  has  been appointed by the  Treasury to ass~st  with the technical 
evaluation of applicatlons  and regular reports  requrred in terms of the  grant  agreements 
The  grant w~ll  be shown as a conditlonal  grant on the  National  Treasury  vote and ~ndica- 
tlve  allocatlons  must be reflected in munlclpal  budgets 

Programme is linked to government's  International  contractual obligat~ons and w d l  con- 
tmue  inmally  tive years. A performance  revlew to be conducted by the  thlrd  year. The 
grant will be aligned  with  government's  broader  Capacity  Building  Strategy  and  focused 
towards the rollout  and  nnplementation of the Municipal Finance  Management Act 
Due  to the cnt~csl  need to develop munxipal  tinancld capaclty 9s the  foundstlon upon 
which  other  reforms can be built 

National  Treasury is fully prepared 

R 211.915 million 

the grmt  to secure  mternatlonal expenlsc through the  IMunicipal Finance  Management 
Technical  Assistance  Programme. The Development  Bank of Southern  Africa  has  been 
appointed to manage  the  programme. The programme will encornpas implementation Of 

the Munlapal Finance  Management Act 
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Transferring  department 
Purpose 

Conditions 

Measurable  outputs 

Past  performance 

.Allocation criteria 

Allocation by province  and 
municipality 

Monitoring  system 

Budget  on  which  transfer i! 
shown 

Projected life 

Reason  not  incorporated in 
equitable  share 

Capacity  and  preparedness 
of transferring  department 

2003l04 allocation 

Payment  schedule 

Further work by national 
department 

Local Government  Restructuring  Grant 
National  Treasurv  (Vote 8) - c 

To assist in restructuring  and  modernlsatlon  of the organlsations  and  operations of large 
munlclpalities. to make  them  more  effective  and  efficlent service delivery  authoritles,  and 
functlon in a fiscally  sustainable  manner.  National  government will support  munlclpal 

growth 
plans to the  extent that  they offer slgnificant  benefits to natlonal  economic  stability  and 

Funds  will be made  avallable on the  basis of a municipality's  commltment to a locally 
owned,  credible  restructuring  plan  that  addresses  challenges in a sustainable  manner 

* The municipal  council must pass a resolutlon  agreelng to the  plan 
* Quarterly  reports  submrtted to the Natlonal  Treasury  on  agreed  benchmarks 

The contlnuing How of grant  funds w ~ l l  depend  upon  the  progressive ~mplemenrat~on of 
the agreed Restructunng Plan,  measured  through an agreed  set of locally nppropnate 
financial  indicators  and  instltutional  milestones 

Outputs of individual  grants are specified by municlpalitles In their restructunng plans, 
and  subiect to neeotiatlon  with  the  National  Treasurv 

Satisfactory  performance to date  includes a grant to the  City of Johannesburg  for the 
lmplemenntion of iColi 2002. R130 mlllion allocated to Mangaung.  Seed  funding  dis- 
bursed to 15 mun~cipalities  dunng 2002 has served as a mechanism to asslst a number of 
munlcipalities dnft  restructunng plans 

T q e t e d  munlcipalities  with  total  annual  budgets of R300 mlllion or more  and  speclnl 
cases based on credible  plans. The allocatlon  of  funding 1s demand-driven. wlth dppiica- 
tlons  bemg  subject to intenswe  assessments of thelr  credibility, rls outlmed In the  rxlstlne 
grant  disbursement  framework 

New allocations to munlcipalities will he  published on the  Natlonal  Treasury  webslte fol- 
lowtng the  signmg of grant  agreements 
A management  team  has  been  appolnted by the  Treasury to assist  with  the technlcd 
evaluation of applications  and  regular  reports  required  in  terms of the  grant  agreements. 

The  grant wlll be shown as a conditional  grant  on  the  National  Treasury  vote.  and  must 
he  retlected  on  the  recetvlng  municipality'r  budget 

Five years, depending on the outcome of a scheduled revlew of the grant programme In 
2003104 
New  applications from municipalities  will  be conndered over  the ?M)3/04 financial  year - The grant supports lmplementation  of  municipal  restructuring  exercises  necessary to 

The detailed  grant  framework IS available on  the Treasury  website: www.treasun.gov,za . 
The National  Treasury wlll accept  credible  applications.  and a directorate IS dedicated for 
this  purpose 

R315.000 mlllion 
Transfers  will be made in accordance  with restructunng agreements  with  municrpalitles 

Signing of grant  agreements. Four municipalities  are bemg evaluated  for  possible  funding 
in 2003 calendar Year 

avoid  financial  distress  and  possible  risks to the  natlonal  fiscus 
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Purpose 

Municipal  Systems  Improvement  Grant (MSIG) 

1 past performance 

Allocation criteria 

Monitoring  system 

Budget o n  which  transfer  is 
shown 

Projected life 

Reason  not  incorporated in 
equitable  share 

Capacity  and  Preparedness 

2M)3/04 allocation 

1 
I 
I 
T 
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c 

t 
i 
I 

1 

Provincial and Local Government  (Vote 5 )  

To assist muntclpalities in budding in-house capac~ty through disrnct and selected local 
mun~ctpalities to ensure  that the new developmental  system of local government is fully 
implemented 

* C a p a c q  Development Plans !o be submitted by 1 April by each district. 
’ Each  distnct to show the particular allocations for supporting local municipalities. 

Council to provide work and sustainability plans for Project 1mplementat.tlon and Man- 
agement Support (PI?XS) centres 

0 Allocanons  to be Included In  munictDal budeets 

Implementation of district-specitic capacity development plana focused  among others on: - Stable muntclpal and governance systems 
* Establishment m d  support to PIMS Centres 
* Revrewtng Integrated development plan5 (IDPs) 
* .Aligning instituttonal \!stems to IDPs - Implementatlon ut‘ the iiivtaion of powers and iunct~ons 

Implementation of the  Xlunrcipal Systems Act. .Municipal Structures k t  and related 
policy 

PIMS Centres have been established and are fully operational in 3; diatncts. rl further 7 
are In the process of belng established. IDP’s have been  completed and u e  currently be- 
In? tmplernented Pilot programmes on the implementatlon ot the Penormance  Manage- 
ment S ? w m  \rere tun In 16 muntc~pal~ttes 

Allocations are made predomtnantly to distnct  muntc~palir~es  wth PIYIS centres. .\lloca- 
!tons !o he detenlned according !o as5eused need 

Quarterly reports on the wppon provlded to mun~cipalitiea  and the progrrbs made with 
the ~mplementar~on of wttems in municipalitles 

The grant must be shown as it conditional grant  on municipal budgets 

The fund w l l  be uttlised to JSSISI munictpalities to implement  syttems  requlred by local 
government  legislatton.  The  iund wtll be ~ncorporated into a single grant In terms o i  the 
National CJpacity Budding Framework. for transfer directly 10 mun~cipalit~es. by 2 0 0 4  
budget 

Thts I S  3 capaclty bu~lding gam.  rlnd by nature. conditional. The grant g11ej e t k c t  to 
asslst municipalines implement new leqislat~on In the form of  Structures and S>\tems 
.Acts 

The Department has an established grant and project management framework 2nd dedi- 
cated i-avacttv 

Rl50.418 rnlllion 1 
Transfer5 wlll be made In accordance wlth the requtrements of the Dlvtston of Revenue 
.Act. The tirst transfer will be made on approval of  submitted plans. The jecond transfer 
will take place on the provlston of adequate proof of implementatlon 

Grant to be consohdared into the Department’s capactty budding grant in 1004 rinanctal 
yem 
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Water  Services  Opt 

tansferring  department 

urpose 

:onditions 
~~ 

rleasurable  outputs 

last  Performance 

illocation  criteria 

Lllocation  by province  and 
nunicipality 

vlonitoring  system 

hdget   on  which  transfer  i 
hown 

'rojected  life 

ting  and  Transfer  Subsidy (via augmentation to the  Water  Trading  Account) 

Water Affairs  and  Forestry  (Vote 34) \ 

To augment the Water  Trading  Account  (Sub-Programme 4) of the Department of Water 
Affairs  and Foresny to provide  funding  for: - the refurbishment,  operation  and  maintenance,  sustainabillty  assessments,  transfer,  land 

and  regulatory  matters,  including  the  subsidy for water  schemes  that  are  owned  and/or 
operated by the depanment or by other  agencies  on  behalf of the department. As water 
servlces provision is a functional competence of local  government.  schemes will he 
transferred,  with  appropriate staff and  budgets, to receivmg instmtions 

* ALL receiving Water Services Authorities/Providers  will  be  requlred to conclude formal 

The operating  and  transfer  subsidy  will be treated as a grant in kind  until  the  effective 
transfer  agreements  where  the  latest  effective  date of transfer is 30 June 2005 

date  of  transfer. The operatlng  subsidy (grant in kind)  will  cover staff related costs  (HR 
component), the  direct  operating  and  maintenance  costs (0 component) and w~l l  facili- 
tate  the  transfer of schemes  thereafter  it  will  be convened into a conditional  grant In 
terms  of the following  programme: - 2003/04 - Where  transfer  agreements  are in place by 30 June 1003, scheme,  trans- 

year HR Component of the  budget 
ferred  during the year  will be transferred  with  the  remaining 3 year 0 component  and 3 

ferred  during  the  year will  be transferred  with the remaining 2 year 0 component  and 3 
year HR Component of the  budget - 2005/06 - All transfer  agreements  concluded,  receivmg ~nst~tuf~ons continue to receive 
Conditional  grant  for 1 year 0 component and 3 year HR Component of the budget 

* 1 July 2006 - Commence wlth the incremental  consolidation  of the Department of 
Water  Affairs  and  Forestry  operating  conditional  grants  for  water  schemes  transferred tc 
municipalities Info the  equitable  share  allocation adm~nistered by the Department of 
Provinc~al and  Local  Government 

* The transfer  subsidy  (grant In kind) will be structured to cover the costs  of  refurbish- 
ment  of  water  servlces  schemes.  processes to facilitate  transfers,  sustamabllity  assess- 
ments.  land  and  legal costs and will  be used to facllitate the transfer of schemes  and 
wlll he converted  into a conditional erant in terms  of the neeotlated  transfer  agreements 

* 2004/05 - Where  transfer  agreements  are in place by 30 June 2004. schemes  trans- 

Operating  outputs: - Operation of water  services  schemes 
Improved  revenue  collection - Support to local  government to complete  their  WSDP's as an  input to their  operating 

* All transfer  agreements  signed  which  Includes  formalising  Department of Water  Affairs 
plans.  budgets  and  IDP's 

and  Forestry's  status as interim  water  services  provider  and  where the latest  effective 
date of transfer  is 30 June 2005 - Water  service  provider  arrangements in place by the  effective  date of transfer - Successful trmsfer of all  appropriate  staff.  budgets  and  schemes to municipalities by 30 

Transfer  outputs: 

* Sustainability  (functional,  financial  and  human  resource)  assessments  completed per 

June 2005 

Schemes  refurbished to standards  outllned in the  Joint  Water  Services  Transfer  Policy 

Water Service Authority  funding  requirements 
scheme or group  of  schemes to be transferred 

* legal  requirements a n d  or impediments  relating to secunng  nghts in propeny  to effec- 
tively  utilise  schemes  are  identified  and  related  support  provided 
Water Services  Authority/Provider  has  developed  sufficient  capacity to effectively  fulfil 
the  provision  function 

* Cost  recovery  plan in place to  suppon the  sustainability  of  schemes 

Limited  progress in terms  of  actual  transfers  completed to date due  to  delays In the 
authorisation  of  powers  and  functions  and  time  taken to develop the jomt DWAF. DPLG, 
National  Treasury  and  SALGA  transfer  policy. The refurbishment  programme com- 
menced in eamest during 2002/03. No data  are  yet  available on effectlveness  of  the  refur- 
bishment  programme 

Targeted at  the Department of Water  Affairs  and  Forestry  and  Water  Services Authorities/ 

operated by the  Department or by other agencles  on  behalf of the Department.  including 
Provrders in terms  of  facilitating  the  transfer  of  all  water  schemes  that  are  owned  and/or 

certain  RDP/CWSS  projects.  Basic  allocation  per Water Services  Authority w~ll  be ac- 
cording to the  operational  budget for each scheme and  the  funding  requlrements  Identi- 
fied  and  agreed  in the transfer  agreements 
Allocations w~l l  be published  on  Budget Day, 2003. Funds will be spent by  the Depan- 
ment of Water  Affairs  and  Forestry or transferred to the Water Services AuthontyiPro- 
vider in terms of the  transfer  agreements.  Allocations  published in  the gazette  are  indica- 
tive  as the process  of  transferring  schemes  is in its  initial  stage 

The monitoring  and  evaluation  system for transfers,  which IS bang developed as part of 
the National  Information  System for Water Service will be used 

The subsidy  allocatlon is shown  on the Department  of Water Affairs  and  Forestry  vote. 
Once  water  services  transfer  agreements  are in place, the transfer  wlll be shown as a con- 
ditional  grant  on  municipal  budgets, In recognition of  the functional responsibility of lo- 
cal  government  with  regard to the provision of water  services.  From 1 July 2006. the op- 
erating  subsidy  portion will  be phased  into  the  local  government  equitable  share  and 
administered by the Department of Provincial  and  Local  Government. The current  alloca- 
tions  are  indicative  amounts  and  dependant on the  transfer  process 
The basic  programme is as follows: 
* 2002/03 to 2004i0.5 - Implement  the  transfer  programme  and  actual  budgetary  trans- 

fers  where  all  preconditions  have  been  met. The Department to support  local  govern- 
ment to undertake  detailed  planning  for  water  services  operations 

* 2005/06 - The department's role as service  provider  terminated 
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Water Services Operating and Transfer Subsidy (via augmentation to the Water Trading Account) 

R eason not incorporated The grant will facilitate the transfer of water services schemes to Water Servlce Authon- 
in equitable share tieflroviders, following  which  it will be incorporated into the equitable share. The trans- 

fer subsidy portion of  the grant represents once-off costs  that w ~ l l  be incurred by the  De- 
partment of Water Affairs and Forestry and Water Services  AuthorineslProviders 
associated wtth giving effect to transfer and will fall away following the completion  of 
the transfer progamme 

Capacity and preparedness Implement the agreed policy and process for transier. The  Department of Water .Affam 
of transferring dept and Forestry has established a National Transfer Task Team. supported by reglonal task 

Payment schedule T h e  payments will  be made on a quarterly basis, I n  Apnl. June. October and Janum to 
the amounts as agreed in the transfer agreement  for each specinc  schemellocal authority 
The operatmg subsidy will be transferred from  the effcctlve date of transfer to recenmg 
municioalitles. where after it  will be ohased into the local eovernment  eoultable  \hare 

teams to dnve the process 

2003/2004 allocation 
Further work by national 

R836.136 m~ll ion 

ments wdl be completed by 30 June 2004 to rank all reclplents as to  thelr preparedness to department 
Ongomg u p p o n  to receiving institutions to [he concluslon of the programme. .Assess- 

accept transfer. The transfer to those munlcipalitles ready, w~lling and able w l l  he 
pnoritlsed.  This will be done in  co-operatlon with the DPLG. Natlonal Treasury and the 
SALGA. 
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APPENDIX E3: 
SCHEDULE 6 ALLOCATIONS 

(RECURRENT GRANTS) TO 
MUNICIPALITIES BY 

NATIONAL AND MUNICIPAL 
FINANCIAL YEAR 
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APPENDIX E4 
SCHEDULE 6A  ALLOCATIONS 
(INFRASTRUCTURE GRANTS) 

TO 
MUNICIPALITIES BY 

NATIONAL AND MUNICIPAL 
FINANCIAL YEAR 
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APPENDIX €35: 
SCHEDULE 7A ALLOCATIONS 

(INDIRECT GRANTS) TO 
MUNICIPALITIES BY 

NATIONAL  AND  MUNICIPAL 
FINANCIAL YEAR 
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APPENDIX E6: 
TOTAL  ALLOCATIONS BY 

NATIONAL AND MUNICIPAL 
FINANCIAL YEAR: 

EQUITABLE SHARE (SCHEDULE 3) + 
RECURRENT (SCHEDULE 6) + 

INFRASTRUCTURE (SCHEDULE 6A) + 
INDIRECT GRANTS (SCHEDULE 7A) 
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APPENDIX E7: 
UNDERLYING  STATISTICAL 

DATA FOR THE LOCAL 
GOVERNMENT EQUITABLE 

SHARE FORMULA 
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