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Outline

National Treasury’s Intergovernmental Relations division works with the 

Select Committee on Appropriations on two main areas:

1. Legislation for the Division of Revenue

• Division of Revenue Bill

• Division of Revenue Amendment Bill

• Proposed changes to provincial and municipal transfers are tabled 

in the in the MTBPS

2. Monitoring the financial performance of provinces and 

municipalities 

• Additional information requested

• Planned improvements 
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The mandate of the NT is derived from sections 215 and 216 of the Constitution  (it is not 

inferred or implied responsibility but direct one)

National Treasury achieves its Constitutional obligations through:

Primary legislation

•PFMA

•MFMA

•Municipal Fiscal Powers and 
Functions Act

•Annual Division of Revenue Act

•Intergovernmental Fiscal 
Relations Act

Secondary 
Legislation

•Treasury Regulations

•Treasury Instructions

Other

•Circulars

•Guidelines

•Tools

•Engagements

•Capacity Building
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The legislative basis of the National 
Treasury

https://www.google.co.za/imgres?imgurl=https://i1.wp.com/dearsouthafrica.co.za/wp-content/uploads/2018/06/constitution-of-south-africa.jpg?fit%3D1200,800%26ssl%3D1&imgrefurl=https://dearsouthafrica.co.za/constitution-of-south-africa/&docid=irvsKkXQ22z5LM&tbnid=CLZOdzImw_K2FM:&vet=1&w=1200&h=800&bih=921&biw=1882&ved=0ahUKEwieyPTypPXiAhX5ThUIHeTKBXIQMwhpKAAwAA&iact=c&ictx=1
https://www.google.co.za/imgres?imgurl=https://i1.wp.com/dearsouthafrica.co.za/wp-content/uploads/2018/06/constitution-of-south-africa.jpg?fit%3D1200,800%26ssl%3D1&imgrefurl=https://dearsouthafrica.co.za/constitution-of-south-africa/&docid=irvsKkXQ22z5LM&tbnid=CLZOdzImw_K2FM:&vet=1&w=1200&h=800&bih=921&biw=1882&ved=0ahUKEwieyPTypPXiAhX5ThUIHeTKBXIQMwhpKAAwAA&iact=c&ictx=1
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National Treasury organogram
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Intergovernmental 

Relations

Budget Office Office of the 

Accountant General

Tax and Financial 

Sector Policy

Asset and liability 

management

Corporate Service

Economic Policy

Chief Procurement 

Office

International and 

Regional Economic 

Policy
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Budget Group structure within National 

Treasury

Public Finance Intergovernmental 

Relations
Budget Office

Responsible for 

the budgets of 

national 

departments and 

public entities 

Responsible for 

planning transfers 

to provinces and 

municipalities and 

monitoring their 

budgets

Responsible for 

managing South 

Africa’s fiscal 

framework

Fiscal Framework 

as set out in the 

Budget Review

Appropriations Bill Division of 

Revenue Bill



Legislation for the Division of Revenue
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How the Division of Revenue is determined

The share of national revenue allocated to each sphere is based on:

• The functions performed by the spheres (as set out in the Constitution):

• Other sources of revenue available to fund these functions:

• The Constitution (S228 & S229) reserves the most significant revenue sources for NG:  income tax, VAT, 
customs duties

• Nationally raised revenue shared between national, provincial and local spheres based on functional 
allocations and own sources at their disposal

• The Division of Revenue (vertical division) is determined politically through various consultation structures
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National departments Provincial governments Municipalities

Police and justice, higher education, social grants
Basic education, health, social development

Basic services (water, sanitation, electricity, refuse 

removal)

National departments

Fully funded from national revenue

Provincial governments

Limited other revenue (vehicle and gambling 

licenses)

Mostly funded through transfers from fiscus

Municipalities

Substantial other revenue

(Property rates, service charges)

Also receives funding from fiscus

How is the Division of Revenue determined?



Consultation process before the Division of 
Revenue Bill is tabled (summarised)
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Technical meetings

Meetings with national 
sector departments

Function groups
Discussion across programmes 

delivering related functions

MinComBud Technical 
Committee

Senior officials from center of 
govt. departments

Intergovernmental 
Technical Committees

National Treasury and 
Provincial Treasury officials 

and SALGA officials

Budget Council
Finance Minister & Finance MECs

Budget 
Forum

Budget Council 
members plus 

Ministers’ 
Committee 

on the 
Budget

Extended Cabinet

MTBPS tabled in October - Includes proposed DoR and substantial changes to grants

MinComBud, Budget Council, Budget Forum and Cabinet consider 
post-MTBPS changes

FFC
Recommendations

Division of Revenue Bill tabled on Budget Day in February

Parliamentary hearings and recommendations on the MTBPS

Parliamentary 
Recommendations

Mandate Paper
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Draft Division of Revenue Tabled in the 

Medium Term Budget Policy Statement (MTBPS)

• Section 6 of the Money Bills and Related Matters Act (2009, as 

amended) requires that the MTBPS include the following with relation to 

the Division of Revenue: 

– “the proposed division of revenue between the spheres of government for the 

next three financial years;

– the proposed substantial adjustments to conditional grant allocations to 

provinces and municipalities, if any; and

– a review of actual spending by each national department and each provincial 

government between 1 April and 30 September of the financial year in which 

the statement is tabled.”

• This gives Parliament an opportunity to consider proposed changes to 

the Division of Revenue and make recommendations on these proposed 

changes before the Executive finalises the Division of Revenue Bill

– These recommendations are formally responded to in Annexure A of the 

Budget Review
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Contents of the Division of Revenue Bill 
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• The Constitution and IGFR Act 
require an annual Division of 
Revenue (DoR) Bill

• Allocations to provinces and 

municipalities (equitable share, 

conditional grants, and grants-in-

kind) contained in the annual 

Division of Revenue Bill

• The DoR and supporting 

documents tabled in Parliament 

on Budget Day 

• Parliamentary hearings on DoRB, 

approval by NA and NCOP, then 

referred to President for assent



What’s in the Division of Revenue Bill 

• Division of Revenue Bill clauses  

• Schedules show the allocations
1. Equitable division of revenue among 3 spheres of government

2. Each province’s equitable share

3. Each municipality’s equitable share

4. Supplementary conditional grants to provinces and 

municipalities

5. Specific purpose allocations to provinces and municipalities

6. Grant-in-kind (or indirect) grants to provinces and 

municipalities

7. Provision to specifically cater for immediate release of funds to 

provinces and municipalities for disaster response
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This forms 

part of Act 

once enacted 

• W2 and W3: Conditional grant frameworks

• Annexures W4-W7: allocations per municipality

• Appendixes: Further details of grants (including 

breakdown of components within grants)

Given legal 

force  through 

Gazette i.t.o. 

s16(1)

• Annexure W1: Explanatory memorandum
Falls away 
(but remains 

on NT website)



Bill clauses

• Clauses contain the rules governing the transfer and use of DoR funds

• Most clauses remain the same each year

– Changes are made to account for policy changes and technical refinements

• Clauses of Bill/Act:

– Clauses 1 and 2: definitions and objects of the Act

– Clauses 3 - 6: govern equitable share allocations

– Clauses 7 and 8: provide for conditional grants

– Clauses 9 and 10: duties of transferring officers (national sector departments)

– Clauses 11 and 12: duties of receiving officers (provinces and municipalities)

– Clauses 13 and 14: specific infrastructure grant requirements

– Clause 15: Annual Financial Statement requirements

– Clauses16 and 17: publication of frameworks and adherence to conditions

– Clauses 18 – 20: withholding, stopping and reallocation

– Clause 21: regulates conversion of allocations and unspent funds

– Clauses 23 – 26: payment schedules, recovery of erroneous transfers, disaster relief

– Clauses 27 and 28: Preparations for 2021/22

– Clauses 29 – 31: duties of municipalities, provincial treasuries and National Treasury

– Clauses 32 – 39: general matters, including delegations, cooperative governance, dealing 

with irregular expenditure, regulations, repeal of past DoR Acts, short title. 
12



Schedules to the Bill (1 of 2)
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• Funds allocated through 

DoRB are shown in the 

schedules of the Bill

• Schedules show allocations 

to each individual province 

for their equitable share and 

conditional grants and 

allocations to each 

municipality for the equitable 

share

• Each sphere’s share of the 

DOR is then appropriated in 

their respective budgets:

– National (Appropriations 

Act)

– 9 provincial budgets

– 257 municipal budgets 

Allocations for first year are enacted 

(once Bill is enacted) 

Allocations for 2nd and 3rd years are indicative only



Schedules to the Bill (2 of 2)

• Schedules 1 - 3 contain the equitable shares for the three spheres

• The remaining 4 schedules contain different types of conditional grants. 
Each of these schedules includes a 

– Part A for provinces; and

– Part B for local government  

➢ Schedule 4 grants supplement various programmes partly funded by 

provinces/municipalities

➢ Schedule 5 grants fund specific responsibilities and programmes 

implemented by provinces/municipalities

➢ Schedule 6 grants provide in-kind allocations through which a 

national implements projects within provinces/municipalities (also 

known as indirect grants) 

➢ Schedule 7 provides for the swift allocation and transfer of funds to a 

province to help it deal with a disaster or housing emergency  
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W1: Explanatory Memorandum to the 

division of revenue

Explains the policy imperatives behind the rules and allocations in the rest of 

the bill which  includes: 

• Part 1: Constitutional  considerations in determining division between 

national, provincial and local government

• Part 2: Description of division of revenue over MTEF

• Part 3: Government’s response to the recommendations of FFC on DoR

• Part 4: Detailed description of provincial allocations 

• Part 5: Detailed description of local government allocations and

• Part 6: Issues and research that will inform the division of revenue in future 

years

The explanatory memorandum to the division of revenue is also an annexure 

to the Budget Review

15



• The proposed 

division of revenue 

between the spheres 

of government and 

between arms of 

government within a 

sphere for the next 

three years

• Main policy 

considerations are 

discussed in the 

Budget Review

16

W1: MTEF Division of Revenue 
(as presented in the explanatory memorandum)



W1: DoRA is based on parameters set in the Constitution 

& takes account of FFC and Parliamentary recommendations

• The Constitution requires an annual Division of Revenue 

Bill/Act and prescribes factors to be taken into account in 

determining the DOR (Section 214)

• Part 1 of the Explanatory Memorandum (Annexure W1 to 

the Bill) explains how DoRA takes account of these 

factors

• DORA is also consistent with the requirements of the 

Intergovernmental Fiscal Relations act and the Money 

Bills and Related Matters Act

• Part 3 of the Explanatory Memorandum provides 

government’s response to FFC recommendations on the 

DoR

• Parliament’s recommendations on the MTBPS and DoR 

Amendment Bill are printed in Annexure A of the Budget 

Review

17



W1: Detailed account of how equitable shares 

are determined

18

• Explains how each province’s share of the provincial equitable share is 

determined 

• Data used in the formula is presented (e.g. number of learners per province)



How the provincial Equitable Share (PES) 

formula works

• The Provincial Equitable Share is 

allocated through a formula with six 

components

• The data used is updated annually 

to reflect changes in relative 

demand for public services across 

provinces

• There are two main types of data 

sources for the PES formula:

– Official data from StatsSA and 

– Administrative data from the 

national departments of Health and 

Basic Education 

• All data updates are reviewed by 

the Technical Committee on 

Finance and approved by Budget 

Council. 

• The structure of the formula is 

currently under review 19

How the PES formula accounts for demand for services

Education (48%)
Allocated based on:

▪ School aged population 

(updated*)

▪ Enrolled pupils (updated 

LURITS data from DBE)

Health (27%)
Allocated based on:

▪ Population without 

medical aid, adjusted for 

health risk (updated*)

▪ Hospital and clinic use 

(updated DoH data)

Basic Share (16%)
Allocated based on:

▪ Share of population*

Economic activity (1%)
Based on share of GDP-R 

(updated StatsSA data)

Poverty (3%)
Allocated based on:

▪ Share of poverty* (IES 

and mid-year estimates)

Institutional (5%)
Same allocation to each province

* Updated with data from StatsSA’s mid-year population estimates



Annual data updates to the PES formula 

• SA has fast population growth and significant migration (typical of a developing 

country). This leads to changes in the demand for services in different regions 

• Data that informs PES allocations is updated annually with the most recent data

• New data is phased-in over 3 years to allow time to adapt to funding changes

20

Migration flows

Example of migration to Gauteng 

Age-structure of the population

Example comparing SA to the Eastern Cape 

SA 

EC 

FemaleMale



W1: Local government equitable share

• W1 contains a detailed description of the LG equitable share formula

• It accounts for all the data in the formula that has been updated: 

– Increase in household numbers

– Cost increases for electricity, water, sanitation, refuse removal 

• Cannot provide data for all 257 municipalities in the Bill, so we publish 

the detail online at mfma.treasury.gov.za

21

FINAL 

Code Municipality Category
 Number of 

Households 

 Percentage of 

HHs that are 

poor 

 Households with 

monthly income less 

than 2 old age 

pensions 

Electricity Cost 

Factor

Water Cost 

Factor

Sanitation Cost 

Factor

Refuse Cost 

Factor
 Electricity  Water   Sanitation  Refuse 

 Authorised for 

Water Function 

 Authorised for 

Sanitation 

Function 

 Authorised for 

Refuse Function 

 Water Pass on to 

District 

 Sanitation Pass on 

to District 

 Refuse Pass on to 

District 

 Total Basic Services 

Allocation 
 Base 

 Number of 

Councillors 

2019 

 Amount per 

Council Seat 

 Escalation 

(based on 

council size) 

 Total Institutional 

Component (before 

revenue adjustment) 

 Municipal Health 

and Related 

Services Amount 

per Household 

 Municipal Health 

and Related 

Services Allocated 

Amount 

 Amount per Other 

Service 
 Other services 

 Total Community Services 

Component (before revenue 

adjustment) 

 Revenue Adjustment Factor 
 Adjusted I and CS 

allocation (total) 

 TOTAL allocation with 

new formula 

 'A' is a 

metropolitan, 

'B' is a local 

and 'C' is a 

district 

municipality

 Based on 2016 

Community Survey 

data 

 (using 2011 poor 

HH ratio) 

 Based on income data 

from the 2011 Census 

and HH numbrs from 

the 2016 Community 

Survey 

Agreed monthly 

cost per household 

(Rands)

Agreed monthly 

cost per household 

(Rands)

Agreed monthly 

cost per household 

(Rands)

Agreed monthly 

cost per household 

(Rands)

 The number of 

poor households 

multiplied by 

agreed monthly 

cost and multiplied 

by 12 to get the 

annual figure 

 The number of 

poor households 

multiplied by 

agreed monthly 

cost and multiplied 

by 12 to get the 

annual figure 

 The number of 

poor households 

multiplied by 

agreed monthly 

cost and multiplied 

by 12 to get the 

annual figure 

 The number of 

poor households 

multiplied by 

agreed monthly 

cost and multiplied 

by 12 to get the 

annual figure 

 If the municipality 

is assigned the 

function there will 

be a '1' in this 

column 

 If the municipality 

is assigned the 

function there will 

be a '1' in this 

column 

 If the municipality 

is assigned the 

function there will 

be a '1' in this 

column 

 Where the district 

has the function they 

will receive the 

calculated amount for 

that basic service 

which is the sum of 

the amount that would 

have otherwise gone 

to locals 

 Where the district 

has the function they 

will receive the 

calculated amount for 

that basic service 

which is the sum of 

the amount that would 

have otherwise gone 

to locals 

 Where the district 

has the function they 

will receive the 

calculated amount for 

that basic service 

which is the sum of 

the amount that would 

have otherwise gone 

to locals 

 District municipalities get 

the total amount passed on 

to districts. Other 

municipalities receive the 

total amount calculated for 

basic service less any 

amount they pass on to 

districts for functions they 

do not perform 

 All councils 

receive R7 

million for fixed 

costs 

 The annual 

allowance a 

municipality 

receives per 

councillor 

 The amount per 

councillor 

multiplied by the 

number of 

councillors 

 The escalation amount 

plus the fixed 'base' per 

municipality. This is a 

pre-revenue adjustment 

figure. Revenue 

adjustment is applied 

later in the calculation.  

 An allocation of 

R9.85 per 

household per 

month 

 Number of 

households 

multiplied by 

monthly allocation, 

multiplied by 12 to 

get the annual 

figure (allocated to 

metro and district 

municipalities) 

 A monthly 

allowance of 

R116.81 per 

household per 

month 

 Number of 

households 

multiplied by 

monthly allocation, 

multiplied by 12 to 

get the annual 

figure (allocated to 

local municipalities) 

District municipalities only 

receive 'municipal health' 

funding; metros get 'municipal 

health' and 'other services'; 

local municipalities get 'other 

services' funding only. This is a 

pre-revenue adjustment figure. 

Revenue adjustment is applied 

later in the calculation. 

The revenue adjustment factor is 

applied to the institutional and 

community service components 

to reflect the municipalities' 

ability to raise own revenue. The 

calculation of this factor is 

described in Part 5 of Annexure 

W1 of the Division of Revenue 

Bill

 The revenue 

adjustment factor 

multiplied by the total 

allocation for the 

institutional and 

community service 

components 

 The adjusted 

institutional and 

community services 

component is added to 

the total basic services 

component 

H*J*12 H*K*12 H*L*12 H*M*12

 Municipality 

Assigned 

Function? 1=YES 

 Municipality 

Assigned 

Function? 1=YES 

 Municipality 

Assigned 

Function? 1=YES 

 IF R = 1 then 0 IF 

NOT O    For DMs, 

sum the value of 

constituent LMs 

 IF S = 1 then 0 IF 

NOT P     For DMs, 

sum the value of 

constituent LMs 

 IF T = 1 then 0 IF 

NOT Q    For DMs, 

sum the value of 

constituent LMs 

  IF F="C" then U+V+W IF 

NOT N+O+P+Q-U-V-W) 
AB * AC AD + AA G * AG * 12 G * AI * 12

 IF F="C" then AH,IF F="A"then 

AH+AJ AND IF F='B' then AJ 
(AE + AK) * AM Y + AN

EASTERN CAPE

BUF  Buffalo City A                      258 632 61%                      157 588 87.48 134.87 101.32 84.94         165 420 775         255 051 530         191 610 373         160 623 594                          1                          1                          1 -                                 -                                 -                                                      772 706 272 7 032 521         100                  803 575            80 357 453       87 389 974                  9.85                      30 556 399             116.81                   362 533 308                                      393 089 707                                          0.16 74 725 211                  847 431 483                 

NMA  Nelson Mandela Bay A                      378 583 55%                      208 360 87.48 134.87 101.32 84.94         218 716 915 337 225 381        253 344 416        212 374 153                                 1                          1                          1 -                                 -                                 -                                                   1 021 660 865 7 032 521         119                  803 575            95 625 369       102 657 890                9.85                      44 728 160             116.81                   530 672 726                                      575 400 886                                              -   -                              1 021 660 865              

EC101  Dr Beyers Naude B                        21 039 60%                        12 626 87.48 134.87 101.32 84.94           13 253 858 20 435 262          15 352 224          12 869 498                                   1                          1                          1 -                                 -                                 -                                                       61 910 843 7 032 521         27                    803 575            21 696 512       28 729 033                  9.85                      -                         116.81                   29 490 638                                          29 490 638                                          0.40 23 174 058                  85 084 901                  

EC102  Blue Crane Route B 9 934                         66% 6 559                         87.48 134.87 101.32 84.94 6 884 896            10 615 373           7 974 920            6 685 235            1                         1                         1                         -                                 -                                 -                                 32 160 423                       7 032 521          11                     803 575            8 839 320          15 871 840                  9.85                      -                         116.81                   13 924 244             13 924 244                               0.63                                          18 840 245                   51 000 668                   

EC104  Makana B 23 143                       57% 13 277                       87.48 134.87 101.32 84.94 13 937 047           21 488 627           16 143 576           13 532 875           1                         1                         1                         -                                 -                                 -                                 65 102 125                       7 032 521          27                     803 575            21 696 512        28 729 033                  9.85                      -                         116.81                   32 440 196             32 440 196                               0.37                                          22 600 401                   87 702 526                   

EC105  Ndlambe B 21 326                       64% 13 641                       87.48 134.87 101.32 84.94 14 318 898           22 077 377           16 585 882           13 903 652           1                         1                         1                         -                                 -                                 -                                 66 885 809                       7 032 521          20                     803 575            16 071 491        23 104 011                  9.85                      -                         116.81                   29 893 696             29 893 696                               0.48                                          25 563 088                   92 448 897                   

EC106  Sundays River Valley B 17 839                       66% 11 690                       87.48 134.87 101.32 84.94 12 271 357           18 920 407           14 214 171           11 915 489           1                         1                         1                         -                                 -                                 -                                 57 321 424                       7 032 521          16                     803 575            12 857 193        19 889 713                  9.85                      -                         116.81                   25 004 962             25 004 962                               0.42                                          19 041 842                   76 363 266                   

EC108  Kouga B 36 806                       56% 20 783                       87.48 134.87 101.32 84.94 21 816 288           33 637 115           25 270 266           21 183 618           1                         1                         1                         -                                 -                                 -                                 101 907 287                     7 032 521          29                     803 575            23 303 661        30 336 182                  9.85                      -                         116.81                   51 591 872             51 591 872                               0.21                                          16 812 792                   118 720 079                 

EC109  Kou-Kamma B 11 800                       60% 7 052                         87.48 134.87 101.32 84.94 7 402 617            11 413 613           8 574 607            7 187 942            1                         1                         1                         -                                 -                                 -                                 34 578 779                       7 032 521          11                     803 575            8 839 320          15 871 840                  9.85                      -                         116.81                   16 540 598             16 540 598                               0.38                                          12 279 271                   46 858 051                   

DC10 Sarah Baartman District Municipality C 141 886                      -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      -                      -                      -                      -                                 -                                 -                                 -                                   7 032 521          30                     803 575            24 107 236        31 139 757                  9.85                      16 763 277             116.81                   -                         16 763 277                               0.57                                          27 500 331                   27 500 331                   

EC121  Mbhashe B 59 109                       78% 46 148                       87.48 134.87 101.32 84.94 48 441 643           74 689 017           56 110 976           47 036 841           -                      -                      1                         74 689 017                   56 110 976                   -                                 95 478 484                       7 032 521          63                     803 575            50 625 196        57 657 716                  9.85                      -                         116.81                   82 855 607             82 855 607                               1.00                                          140 513 324                 235 991 808                 

EC122  Mnquma B 63 700                       76% 48 119                       87.48 134.87 101.32 84.94 50 510 536           77 878 909           58 507 419           49 045 737           -                      -                      1                         77 878 909                   58 507 419                   -                                 99 556 273                       7 032 521          62                     803 575            49 821 621        56 854 142                  9.85                      -                         116.81                   89 290 935             89 290 935                               1.00                                          146 145 077                 245 701 349                 

EC123  Great Kei B 8 774                         72% 6 292                         87.48 134.87 101.32 84.94 6 604 758            10 183 446           7 650 430            6 413 221            -                      -                      1                         10 183 446                   7 650 430                     -                                 13 017 979                       7 032 521          13                     803 575            10 446 469        17 478 989                  9.85                      -                         116.81                   12 298 826             12 298 826                               0.90                                          26 670 255                   39 688 234                   

EC124  Amahlathi B 24 577                       74% 18 074                       87.48 134.87 101.32 84.94 18 971 888           29 251 520           21 975 538           18 421 706           -                      -                      1                         29 251 520                   21 975 538                   -                                 37 393 594                       7 032 521          30                     803 575            24 107 236        31 139 757                  9.85                      -                         116.81                   34 450 450             34 450 450                               0.95                                          62 068 756                   99 462 350                   

EC126  Ngqushwa B 17 149                       79% 13 633                       87.48 134.87 101.32 84.94 14 310 371           22 064 230           16 576 005           13 895 372           -                      -                      1                         22 064 230                   16 576 005                   -                                 28 205 744                       7 032 521          23                     803 575            18 482 214        25 514 735                  9.85                      -                         116.81                   24 038 360             24 038 360                               1.00                                          49 553 094                   77 758 838                   

EC129  Raymond Mhlaba B 41 321                       74% 30 657                       87.48 134.87 101.32 84.94 32 181 323           49 618 288           37 276 305           31 248 069           -                      -                      1                         49 618 288                   37 276 305                   -                                 63 429 392                       7 032 521          46                     803 575            36 964 429        43 996 949                  9.85                      -                         116.81                   57 920 717             57 920 717                               0.99                                          100 895 139                 164 324 531                 

DC12 Amathole District Municipality C 214 630                      -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      1                         1                         -                      263 685 411                 198 096 675                 -                                 461 782 085                     7 032 521          50                     803 575            40 178 727        47 211 247                  9.85                      25 357 787             116.81                   -                         25 357 787                               -                                           -                               461 782 085                 

EC131  Inxuba Yethemba B 18 517                       59% 10 994                       87.48 134.87 101.32 84.94 11 540 985           17 794 293           13 368 166           11 206 298           -                      -                      1                         17 794 293                   13 368 166                   -                                 22 747 282                       7 032 521          18                     803 575            14 464 342        21 496 862                  9.85                      -                         116.81                   25 955 890             25 955 890                               0.34                                          16 318 823                   39 066 105                   

EC135  Intsika Yethu B 35 851                       80% 28 528                       87.48 134.87 101.32 84.94 29 945 764           46 171 425           34 686 810           29 077 341           -                      -                      1                         46 171 425                   34 686 810                   -                                 59 023 105                       7 032 521          42                     803 575            33 750 130        40 782 651                  9.85                      -                         116.81                   50 253 614             50 253 614                               1.00                                          91 036 265                   150 059 370                 

EC136  Emalahleni B 27 070                       79% 21 357                       87.48 134.87 101.32 84.94 22 418 545           34 565 696           25 967 874           21 768 410           -                      -                      1                         34 565 696                   25 967 874                   -                                 44 186 955                       7 032 521          34                     803 575            27 321 534        34 354 055                  9.85                      -                         116.81                   37 944 276             37 944 276                               1.00                                          72 298 330                   116 485 286                 

EC137  Engcobo B 33 246                       79% 26 319                       87.48 134.87 101.32 84.94 27 627 735           42 597 407           32 001 788           26 826 534           -                      -                      1                         42 597 407                   32 001 788                   -                                 54 454 270                       7 032 521          39                     803 575            31 339 407        38 371 927                  9.85                      -                         116.81                   46 601 595             46 601 595                               1.00                                          84 973 522                   139 427 791                 

EC138  Sakhisizwe B 14 909                       74% 11 049                       87.48 134.87 101.32 84.94 11 598 625           17 883 165           13 434 932           11 262 266           -                      -                      1                         17 883 165                   13 434 932                   -                                 22 860 891                       7 032 521          17                     803 575            13 660 767        20 693 288                  9.85                      -                         116.81                   20 897 828             20 897 828                               1.00                                          41 591 115                   64 452 006                   

EC139  Enoch Mgijima B 65 915                       67% 44 396                       87.48 134.87 101.32 84.94 46 602 884           71 853 955           53 981 104           45 251 407           -                      -                      1                         71 853 955                   53 981 104                   -                                 91 854 291                       7 032 521          68                     803 575            54 643 068        61 675 589                  9.85                      -                         116.81                   92 395 780             92 395 780                               0.57                                          88 152 967                   180 007 257                 

DC13  Chris Hani District Municipality C 195 507                      -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      1                         1                         -                      230 865 941                 173 440 673                 -                                 404 306 614                     7 032 521          50                     803 575            40 178 727        47 211 247                  9.85                      23 098 430             116.81                   -                         23 098 430                               0.76                                          53 430 101                   457 736 716                 

EC141  Elundini B 36 152                       81% 29 110                       87.48 134.87 101.32 84.94 30 556 711           47 113 404           35 394 483           29 670 570           -                      -                      1                         47 113 404                   35 394 483                   -                                 60 227 281                       7 032 521          34                     803 575            27 321 534        34 354 055                  9.85                      -                         116.81                   50 675 193             50 675 193                               1.00                                          85 029 247                   145 256 528                 

EC142  Senqu B 35 852                       78% 28 068                       87.48 134.87 101.32 84.94 29 462 903           45 426 934           34 127 502           28 608 483           -                      -                      1                         45 426 934                   34 127 502                   -                                 58 071 386                       7 032 521          34                     803 575            27 321 534        34 354 055                  9.85                      -                         116.81                   50 255 071             50 255 071                               1.00                                          84 609 126                   142 680 512                 

EC145  Walter Sisulu B 24 264                       62% 15 108                       87.48 134.87 101.32 84.94 15 858 984           24 451 936           18 369 796           15 399 076           -                      -                      1                         24 451 936                   18 369 796                   -                                 31 258 060                       7 032 521          22                     803 575            17 678 640        24 711 160                  9.85                      -                         116.81                   34 012 359             34 012 359                               0.37                                          21 969 809                   53 227 869                   

DC14  Joe Gqabi District Municipality C 96 268                       -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      1                         1                         -                      116 992 274                 87 891 781                   -                                 204 884 054                     7 032 521          24                     803 575            19 285 789        26 318 309                  9.85                      11 373 743             116.81                   -                         11 373 743                               0.84                                          31 491 206                   236 375 260                 

EC153  Ngquza Hill B 62 006                       77% 48 014                       87.48 134.87 101.32 84.94 50 400 208           77 708 801           58 379 624           48 938 609           -                      -                      1                         77 708 801                   58 379 624                   -                                 99 338 817                       7 032 521          63                     803 575            50 625 196        57 657 716                  9.85                      -                         116.81                   86 916 311             86 916 311                               1.00                                          144 574 027                 243 912 844                 

EC154  Port St Johns B 34 457                       81% 28 038                       87.48 134.87 101.32 84.94 29 432 107           45 379 451           34 091 831           28 578 580           -                      -                      1                         45 379 451                   34 091 831                   -                                 58 010 688                       7 032 521          39                     803 575            31 339 407        38 371 927                  9.85                      -                         116.81                   48 299 924             48 299 924                               1.00                                          86 671 851                   144 682 539                 

EC155  Nyandeni B 62 646                       80% 49 844                       87.48 134.87 101.32 84.94 52 321 667           80 671 374           60 605 290           50 804 345           -                      -                      1                         80 671 374                   60 605 290                   -                                 103 126 012                     7 032 521          63                     803 575            50 625 196        57 657 716                  9.85                      -                         116.81                   87 812 610             87 812 610                               1.00                                          145 470 326                 248 596 338                 

EC156  Mhlontlo B 41 395                       79% 32 499                       87.48 134.87 101.32 84.94 34 114 865           52 599 491           39 515 968           33 125 538           -                      -                      1                         52 599 491                   39 515 968                   -                                 67 240 403                       7 032 521          51                     803 575            40 982 301        48 014 822                  9.85                      -                         116.81                   58 024 835             58 024 835                               1.00                                          106 039 657                 173 280 060                 

EC157  King Sabata Dalindyebo B 118 379                      70% 82 629                       87.48 134.87 101.32 84.94 86 736 489           133 733 349         100 468 705         84 221 142           -                      -                      1                         133 733 349                 100 468 705                 -                                 170 957 632                     7 032 521          72                     803 575            57 857 366        64 889 887                  9.85                      -                         116.81                   165 936 311           165 936 311                             0.69                                          158 512 333                 329 469 965                 

DC15  O.R. Tambo District Municipality C 318 883                      -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      1                         1                         -                      390 092 467                 293 061 418                 -                                 683 153 885                     7 032 521          60                     803 575            48 214 472        55 246 993                  9.85                      37 674 896             116.81                   -                         37 674 896                               0.81                                          75 062 758                   758 216 643                 

EC441  Matatiele B 57 852                       79% 45 868                       87.48 134.87 101.32 84.94 48 147 778           74 235 926           55 770 586           46 751 498           -                      -                      1                         74 235 926                   55 770 586                   -                                 94 899 276                       7 032 521          51                     803 575            40 982 301        48 014 822                  9.85                      -                         116.81                   81 092 904             81 092 904                               1.00                                          129 107 725                 224 007 001                 

EC442  Umzimvubu B 52 089                       78% 40 577                       87.48 134.87 101.32 84.94 42 593 957           65 672 850           49 337 479           41 358 738           -                      -                      1                         65 672 850                   49 337 479                   -                                 83 952 694                       7 032 521          53                     803 575            42 589 450        49 621 971                  9.85                      -                         116.81                   73 015 351             73 015 351                               1.00                                          122 637 322                 206 590 016                 

EC443  Mbizana B 62 838                       79% 49 405                       87.48 134.87 101.32 84.94 51 860 991           79 961 087           60 071 680           50 357 029           -                      -                      1                         79 961 087                   60 071 680                   -                                 102 218 020                     7 032 521          62                     803 575            49 821 621        56 854 142                  9.85                      -                         116.81                   88 082 929             88 082 929                               1.00                                          144 937 070                 247 155 090                 

EC444  Ntabankulu B 26 323                       80% 21 064                       87.48 134.87 101.32 84.94 22 111 393           34 092 118           25 612 093           21 470 165           -                      -                      1                         34 092 118                   25 612 093                   -                                 43 581 558                       7 032 521          34                     803 575            27 321 534        34 354 055                  9.85                      -                         116.81                   36 897 792             36 897 792                               1.00                                          71 251 847                   114 833 405                 

DC44  Alfred Nzo District Municipality C 199 102                      -                     -                             87.48 134.87 101.32 84.94 -                      -                      -                      -                      1                         1                         -                      253 961 982                 190 791 837                 -                                 444 753 819                     7 032 521          40                     803 575            32 142 981        39 175 502                  9.85                      23 523 229             116.81                   -                         23 523 229                               0.84                                          52 485 592                   497 239 411                 

FREE STATE

Municipal Data Basic services Institutional Community Services Revenue Adjustment



Government also allocates nearly R1 billion per year to subsidise the cost of councillor 

remuneration and ward committee stipends in poor municipalities (for grade 1-3 municipalities) 

W1: How the local government equitable 

share formula works

LGES Formula ensures larger 

allocations for poor municipalities 

Formula has two main parts:

• Part 1: 
– Basic services component funds 

the delivery of free basic services 

and accounts for most of the funds 

allocated 

• Part 2:
– This part directs greater funds 

towards municipalities that cannot 

raise substantial own revenues

– Institutional component funds 

admin costs

– Community services component 

funds general municipal services

Municipalities must still budget for 

how funds will be used

22

Free basic services

R54.1 billion

R435.03 per month for 

a package of free basic 

services for the 58% of 

SA households with an 

income of less than 2 

old age pensions per 

month

Institutional

R5.6 billion to 

assist with 

administration 

costs 

Community 

Services

R8.4 billion to 

fund community 

services

These funds are 

only allocated  to 

poorer 

municipalities 
(some cities can fund 

these from own 

revenues)

How the LG equitable share formula works



W1: Information on allocations and conditional 

grants 

• W1 also any changes to the structure of provincial and local government 

allocations in more detail than in Chapter 6 of the Budget Review

• For each conditional grant there is a description of the purpose of each 

grant, any changes to the grant in this year’s budget and allocations over 

the MTEF

• Part 6 also sets out planned work towards future reforms
23



Annexures W2 and W3: 

Conditional grant frameworks

• Conditional grants are transfers to provinces to fund several large (and 

some smaller) functions. 

• Conditions for the use of each grant are set out in a framework (gazetted 

in terms of s16 of DoRA)

• They are administered by a national department that is responsible for 

monitoring performance and adherence to the grant rules gazetted in 

terms of the Division of Revenue Act. 

• National Treasury monitors financial performance of conditional grants

• Some grants are designed to fully fund a function and others to 

supplement provincial/municipal funding. 

• If there is non-compliance or underspending in conditional grants funds 

can be: 

– Withheld 

– Stopped 

– Reallocated

24



Conditional grant frameworks

• Each conditional grant has a framework that lists:

– The Transferring department

– Grant schedule

– Strategic goal of the grant

– Purpose of the grant

– Outcomes 

– Outputs

– Priority outcome(s) of government the grant primarily contributes to

– Details contained in the business plan

– Conditions (these include rules for how funds may be used)

– Allocation criteria

– Reason funds are not incorporated into the equitable share

– Past performance

– Projected life of the grant

– MTEF allocations

– Responsibilities of transferring national officer and receiving officer

– Process for approval of business plans for the next financial year
25

Important section 

for oversight

Important 

section for 

oversight



Example of a conditional 

grant framework
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Extracts from the Maths Science and 

Technology (MST) Grant framework
Grant purpose

• To provide support and resources to 

schools, teachers and learners in line 

with the Curriculum Assessment Policy 

Statements (CAPS) for the improvement 

of MST teaching and learning at selected 

public schools

Examples of conditions

• 40 per cent for repair/replacement and 

maintenance of workshop machinery, 

equipment, consumables and tools

• Workshop equipment and machinery 

items should be repaired, maintained 

and/or replaced where appropriate in 

order to meet the minimum specifications 

defined by the DBE and in line with 

CAPS

Example of a responsibility of provinces

• Submit school business plans to DBE if 

funds being transferred to schools, by the 

end of June every year



Annexures W4-7 and Appendices:

Details of allocations

• Last section of the Bill contains details of allocations

– These are gazetted after the DoRA is enacted

• These details include: 

– Allocations per municipality for each conditional grant

– Total allocation per municipality

– Breakdown of LG equitable share (formula, councillor support and RSC 

Levies Replacement Grant)

– Allocations per local municipal area for areas where the district municipality is 

assigned the water and sanitation function

– Project lists for Regional Bulk Infrastructure Grant and ring-fenced sport 

allocations in MIG

– EPWP grant targets for employment creation

– Breakdowns of components within provincial grants

– Indirect grant allocation per province

27



Example of allocations detail
Question: Does Laingsburg receive an allocation for electrification?

28



Example of breakdown 

of components

• Some grants have “components” 

within them 

• Components have specific 

conditions applicable to them

• Allocations for components are 

specified either in a grant 

framework or gazetted 

separately

29

Social Development (Vote 17)

2019/20 2020/21 2021/22

(R'000) (R'000) (R'000)

Early Childhood Development Grant

Eastern Cape   85 397    91 117    96 129  

Free State   25 477    27 186    28 681  

Gauteng   68 097    72 658    76 655  

KwaZulu-Natal   116 035    123 807    130 616  

Limpopo   68 992    73 616    77 665  

Mpumalanga   44 351    47 323    49 926  

Northern Cape   14 199    15 152    15 985  

North West   55 201    58 899    62 137  

Western Cape   40 479    43 191    45 567  

Total   518 228    552 949    583 361  

of which:

Maintenance Component

Eastern Cape   8 603    9 181    9 686  

Free State   8 975    9 579    10 106  

Gauteng   7 104    7 582    7 999  

KwaZulu-Natal   13 162    14 047    14 820  

Limpopo   16 390    17 492    18 454  

Mpumalanga   8 603    9 181    9 686  

Northern Cape   6 098    6 508    6 866  

North West   6 368    6 797    7 169  

Western Cape   7 824    8 350    8 810  

Total: Maintenance Component   83 127    88 717    93 596  

Subsidy Component

Eastern Cape   76 794    81 936    86 443  

Free State   16 502    17 607    18 575  

Gauteng   60 993    65 076    68 656  

KwaZulu-Natal   102 873    109 760    115 796  

Limpopo   52 602    56 124    59 211  

Mpumalanga   35 748    38 142    40 240  

Northern Cape   8 101    8 644    9 119  

North West   48 833    52 102    54 968  

Western Cape   32 655    34 841    36 757  

Total: Subsidy Component   435 101    464 232    489 765  

APPENDIX W12

APPENDIX TO SCHEDULE 5, PART A: BREAKDOWN OF THE 

EARLY CHILDHOOD DEVELOPMENT GRANT: ALLOCATIONS 

PER GRANT COMPONENT PER PROVINCE

Early Childhood Development Grant

National Financial Year

Province /Components



DoR Bill (and more detailed information) are 

available on National Treasury’s website
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Division of Revenue Amendment Bill

• If the national adjustments budget makes changes to the Division of 

Revenue Act, then the Money Bills and Related Matters Act (2009) 

requires that a Division of Revenue Amendment Act is tabled

• This Act only makes changes to allocations for the current year (first year 

of the 3-year MTEF period)

• Government also makes use of this opportunity to consult Parliament on 

any corrections needed to gazetted conditional grant frameworks (this 

process is governed by section 16 of the DoRA)
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How the Division of Revenue relates to 

provincial and municipal budgets

• The budget is a key statement of policy of government (all 3 spheres) – it is 

the process through which choices have to be made about competing 

priorities (all 3 spheres)
– 1 national budget, 9 provincial budgets and 257 municipal budgets

• Allocations to provinces and municipalities (equitable share, conditional 

grants, and grants-in-kind) contained in annual Division of Revenue Bill

32

Provinces Local government

• Each Provincial Legislature decides on 

where to allocate resources

• Provinces raise small amounts of own 

revenue

• Provinces primarily funded through 

provincial equitable share and also 

receive conditional grants for national 

agreed to priorities

• Priorities set nationally through: 

legislation, norms and standards or 

political statements

• Each Municipal Council decides on 

where to allocate resources

• Municipalities raise (in aggregate) 

most of their revenue from own 

sources although poor municipalities 

much more reliant on transfers

• Municipalities receive equitable share 

to provide basic services to poor 

households as well as conditional 

grants for national agreed to priorities



Monitoring and Oversight
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Reporting and monitoring

Monitoring

Expenditure 
Performance 

IYM

Provincial/dep
artmental  

Visits

Public Entities

IYM

Municipalities 
(LG)

Infrastructure 
delivery 

IRM

Conditional 
Grants

Financial and 
Non-financial: 

Quarterly 
Performance

• Sections 32 and 40(4) of PFMA and 71 of 

MFMA emphasise  accountability, regular 

monitoring and performance reporting on a 

monthly basis

• DORA, require monthly expenditure and 

revenue reporting to the provincial 

treasuries/national departments and National 

Treasury

• Provinces and national departments report 

monthly and quarterly on grant spending and 

quarterly on non-financial data 

• Reports are submitted to sector departments 

that manage each grant and to National 

Treasury

• National Treasury submits quarterly 

expenditure reports to Parliament

• Unspent or misspent CG funds can be 

recovered against future transfers 

• Non-compliant grant spending result in 

withholding or stopping of transfers

• Under performance – stopping and 

reallocation



Early Warning Systems…our  Monitoring Tools

• Several Early Warning Systems already built into our process and at our disposal as a 

preventative measure

• These are currently under-utilized and severely under-exploited

• A number of opportunities to identify potential financial troubles before they escalate

Budget

benchmarks

S71/S32 Quarterly Reports 

Mid year Budget 

assessment

S138 and S140 triggers –

quarterly

AG’s 

report

Financial Management 

Capability Maturity Model

Monitoring Continuum35

State of LG 

Finances Report 

Budget verification 

process 

Local Government 

monitoring cycle

Provincial budget 

monitoring cycle

Funded 

Budget

Mid year provincial  

visit

Annual 

reports

Provincial 

Budgets

tabled

Monthly IYM reports/S32 Quarterly Reports 



Provincial conditional grants

x



Reporting requirements – Schedule 4 and 

5 grants
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Monthly (financial)

Submit report 

within 15 days of the 

month end

Submit report 

within 20 days of the 

month end

Provincial departments

National Treasury

National Departments

Quarterly  (non financial)

Submit report 

within 30 days of the 

month end

Submit report 

within 45 days of the 

month end

Provincial departments

National Departments

National Treasury

Annual Evaluation

Submit evaluation 

on or before

31 May 2020

Submit evaluation

on or before 

31 July 2020

National Treasury

Provincial departments

National Departments



Monitoring and analysis (1 of 2)

Financial

• Check spending on a monthly and quarterly basis. Generally, spending is 

expecting to be around 25 per cent per quarter, but some grants spending 

erratically e.g. Infrastructure grants. Each grant must be assessed individually

• The next check is the spending as a percentage of funds transferred to provinces. 

The funds transferred are based on the activities and cash flow projections of the 

business plans. 

• Ideally, the entire amount transferred should be spent since the activities planned 

for should have taken place in the particular quarter. If in excess of 20 per cent 

remains unspent, it warrants further analysis, as it could mean the plan was not 

fully implemented. The activities not complete has to be identified and reason for 

inaction has to be determined.  

• Provinces and the relevant national department has to provide a plan that outlines 

how the province will recover in the ensuing month or quarter. 
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Monitoring and analysis (2 of 2)

Non-Financial

• Provinces report on performance on a quarterly basis. The indicators are 

reported on, based on what targets were set in the business plan. 

examples of indicators are number of farmers supported, number 

children fed, etc.

• The first check is to see whether target for the quarter have been met. 

Generally, the quarterly reports contains narrative if there has been a 

variance on an indicator.

• If there is no reason a query is made with the relevant national 

department. This normally occurs during engagements that National 

Treasury has with national departments.

• There should be a correlation between the funds spent and the 

performance of a particular output. If there is a divergence, the 

department will have to explain. In some cases it could be a minor 

reason such as the invoice being submitted late, but it could also point to 

a serious risk. 39



Infrastructure Monitoring and Reporting: Overview of IRM

40

View by Sector, Province, District, Municipality, IA, Funding Source, Pjt Status



In year monitoring – Access to IRM

• Training and orientation on the IRM System by NT (Half Day)

• User rights granted for “National View” i.e. All sectors, all provinces etc.

• Predetermined “Customized” consolidated performance information can be 

created  

• Interactive support available to users

41

Provincial Active IRM users = 2,512



Local Government conditional grants

x



Purpose of the reporting framework for LG

• Timely information on the state of municipal finances

• Areas of risk highlighted; “Early Warning System”

• Measures performance of municipalities aligned to National 

priorities

• Promotes the principles of accountability & transparency

• Proactive management of the budget in relation to actual 

performance

• Enables stakeholders to structure policy to the benefit of local 

government

• Assesses compliance to the legal framework; and

• Improves financial information pertaining to LG thereby 

strengthening the planning & budgeting capability



Annual, quarterly and monthly reporting

• In brief, the reporting requirements for municipalities are 
specified in section 71 & 72 of the MFMA & the Municipal 
Budget and Reporting Regulations (MBRR)

• Concurrent three stream municipal reporting framework – prior 
year, current year and next MTREF cycle

• Reporting requirements are summarised as follows:

i. Tabled and adopted budgets;

ii. Adjustments budget;

iii. Monthly section 71 & quarterly reporting; and

iv. Mid-year budget & performance assessment section 72

v. Accountability reporting – AFS & Annual Report



Broad Observations

• Role of monthly reports is to report on the status of budget 

implementation at the end of each month

• It is published no later than 10 working days after month 

end 

• Format prescribed in the Municipal Budget and Reporting 

Regulations

• May be tabled in council

• Serves as an early warning system to management to take 

decisions so municipal objectives can be archived

• Sent to provincial treasury and National Treasury

Monthly budget statements (section 71)
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What to look for in quarterly Section 71 publications?

• Cash position of municipalities

o Whose end-of-quarter bank balances indicate risks?

o What is the trend since the last quarter?

• Revenue trends

o Needs to be seen in relation to growth in debtors

• Operating expenditure trends

o Are municipalities ‘overspending’ against quarterly benchmarks?

• Capital expenditure trends

o Are municipalities ‘under spending’ against quarterly benchmarks?

• Growth in debtors

• Growth in creditors

• List of external loans

• Monthly Repairs and Maintenance expenditure

• Spending against conditional grants

o Munis should prioritise spending these funds because of the ‘use it 
or loose it’ policy

• Over and under spending report

• State of municipal finances
46



Interventions Strategies

S100 enables a two-part process for remedial action: Section 
100(1)(a) - national executive may issue a directive to the provincial 
executive and section 100(1)(b) - national executive may go further 
and “assume responsibility” for the obligation.

Section 139 of the Constitution, as amended, provides three 
instances in which a province can intervene in the affairs of local 
government. 

Section 18 of the PFMA requires provincial treasury to exercise 
control over the implementation of provincial budgets and to assist 
departments in “building their capacity for efficient, effective and 
transparent financial management”.

In
te

rv
e

n
ti

o
n

Shortfall on 

cash/financi

al crisis

Non 

payment for 

services

Financial 

Misconduct

UIF 

Expenditur

e

Unethical 

behaviour

Non 

approval of 

budgets

Section 154 of the Constitution, as amended, provides for national 
and provincial government to support and strengthen the capacity 
of municipalities to exercise their own affairs. 

Section 136 of the MFMA requires provincial treasury to intervene 
in a municipality and to take appropriate steps to support the 
municipality.



THANK YOU

For additional information on national and 
provincial budgets, please visit our new budget 
data portal: https://vulekamali.gov.za

For information on local government finances, 
please visit: https://municipalmoney.gov.za

https://vulekamali.gov.za/
https://municipalmoney.gov.za/

