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R'000

2012/13 

Allocation

Adjusted 

amount

2012/13 

Adjusted 

Allocation

National  622 434 681 -5 860 531  616 574 150

Provincial 309 057 382 3 958 416 313 015 798

Local 37 873 396 37 873 396

Total 969 365 459 -1 902 115 967 463 344
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Summary of the Division of Revenue Amendment Bill [B33-2012]
29 October 2012
1. Introduction

The Division of Revenue Amendment Bill (henceforth referred to as the Bill) was tabled in Parliament on 25th October 2012 by the Minister of Finance during the presentation of the 2012 Medium Term Budget Policy Statement (MTBPS).
The Bill addresses the following matters:
· Additional unconditional and conditional allocations to provinces and municipalities;

· The allocation of unallocated conditional allocations to provinces and municipalities;

· The re-allocation of conditional allocations in terms of section 18 of the Division of Revenue Act (DoRA);

· Roll-overs of conditional allocations to provinces and municipalities not transferred by national departments during the 2010/11 financial year;

· Increases to a conditional allocation to a province or municipality through virements under section 43 of the Public Finance Management Act, 1999 (Act No. 1 of 1999) or section 28(2)(d) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003), as the case may be; and

· The re-allocation of conditional allocations that were not correctly reflected in the Schedules to the DoRA.

2. Changes in the equitable division of nationally raised revenue among the spheres of government.

The net effect of the 2012 adjustments is a reduction in the 2012/13 estimates of expenditure from R969.4 billion to R967.5 billion. The national allocation has been adjusted downwards by R5.9 billion (of which R3.0 billion is savings
) from R622.4 billion to R616.6 billion. The provincial equitable share allocation is adjusted upwards by R4.0 billion and the local government equitable share allocation remains unchanged. 

The adjustments to the equitable division of revenue raised nationally among the spheres of government can be observed in Table 1 below.

Table 1: Schedule 1
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Source: National Treasury (2012a), adapted.
The additional R4.0 billion allocated to the provincial equitable share is to provide for higher remuneration increases than what was provided for in the main budget. Provinces were advised to budget for wage increases of 5.0 per cent; however the wage agreement between labour and government resulted in a 7.0 per cent increase. The R4.0 billion therefore funds the 2.0 per cent difference and covers the full wage agreement which includes: a salary increase for eleven months of the fiscal year, a housing allowance increase from R800 to R900 per month that has been in effect from April 2012, long services cash awards and night shift allowances.
The R4.0 billion has been allocated to provinces based primarily in proportion to their share of personnel numbers as at 31st March 2012, as shown in Table 2.
Table 2: Schedule 2
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Eastern Cape 46 940 272 619 616 47 559 888

Free State 18 531 165 264 121 18 795 286

Gauteng 54 545 389 667 473 55 212 862

KwaZulu-Natal 67 802 913 835 750 68 638 663

Limpopo 38 721 016 538 621 39 259 637

Mpumalanga 24 874 453 328 390 25 202 843

Northern Cape 8 255 155 100 846 8 356 001

North West 20 614 831 256 364 20 871 195

Western Cape 28 772 188 347 235 29 119 423

Total 309 057 382 3 958 416 313 015 798


Source: National Treasury (2012a), adapted.

4. Adjustments to Provincial Allocations

4.1 Education Sector

Provinces receive additional funds of R87.336 million with respect to the Further Education and Training (FET) Colleges Grant to provide for higher than budgeted wage agreements. The additional funds are shared between the provinces in proportion to their share of personnel in FET colleges. The additional funds have been allocated as follows:
· Eastern Cape – R11.330 million

· Free State – R5.849 million

· Gauteng – R19.712 million

· KwaZulu-Natal – R19.025 million

· Limpopo – R9.156 million

· Mpumalanga – R2.589 million

· Northern Cape – R1.743 million

· North West – R4.556 million

· Western Cape – R13.376 million

4.2 Health Sector
Additional funds have also been allocated to two conditional grants in the health sector to make provision for unforeseen and unavoidable expenditure. The two grants are:
· Health Infrastructure Grant: KwaZulu–Natal Province receives an additional R180.0 million
.

· Hospital Revitalisation Grant: Additional funds totalling R186.0 million is provided for. The Free-State Province is allocated an additional R166.0 million and KwaZulu-Natal Province an additional R20.0 million.
5. New Conditional Grants to Provinces
A new grant is introduced as a once-off allocation to provinces for the provision of health and medical services for the 2013 Africa Cup of Nations (AFCON), which is scheduled to take place from 18th January to 10th February 2013. A total amount of R15.0 million has been made available to the five host provinces. These are:
· Eastern Cape – R3.0 million
· Gauteng – R3.0 million

· KwaZulu-Natal – R3.0 million

· Mpumalanga – R3.0 million

· North West – R3.0 million

6. Adjustments to Local Government Allocations
6.1 Regional Bulk Infrastructure Grant

The Regional Bulk Infrastructure Grant (RBIG) is an indirect grant through which the Department of Water Affairs builds bulk infrastructure for water and sanitation, and thereafter transfers this infrastructure to municipalities.
A roll-over of R20.018 million in RBIG funds was approved for Elias Motsoaledi Local Municipality for committed projects in 2011/12. 
Expected under-expenditure of R13.6 million was also declared on RBIG projects. These projects are located in the following municipalities:

· Mopani District Municipality – a downward adjustment of R7.0 million from R38.789 million to R31.789 million.

· Sekhukhune District Municipality - a downward adjustment of R4.0 million from R351.534 million to R347.534 million.

· Breede Valley Local Municipality - a downward adjustment of R2.558 million from R18.0 million to R15.442 million.

The net effect of the roll-over funds and under-expenditure amounts to an additional allocation of R6.460 million for the Regional Bulk Infrastructure Grant for the 2012/13 financial year.
6.2 Expanded Public Works Programme (EPWP) Integrated Grant for Municipalities

 A roll-over of R17.4 million was approved for the EPWP Integrated Grant as a result of funds earned by municipalities not being transferred during the 2011/12 financial year due to technical problems with the payment systems. The roll-over funds will ensure that municipalities receive the full incentive amount due to them for their performance in creating employment.
An additional R45.5 million is also made available to those municipalities that have earned incentive amounts higher than what was budgeted for in the 2012/13 allocations tabled in February 2012. The additional allocation is funded from savings in the national Department of Public Works.
The net effect of the roll-over funds and savings amount to a total of R62.895 million in additional funding for the EPWP Integrated Grant for the 2012/13 financial year, which has been allocated as follows between provinces:

Eastern Cape Municipalities receive a total additional allocation of R4.468 million as follows:

· Baviaans Local Municipality – R1.286 million
· Kouga Local Municipality -  R1.144 million

· Elundini Local Municipality – R753 000

· Ngquza Hill Local Municipality – R823 000

· Nyandeni Local Municipality – R462 000

Free State Municipalities receive a total additional allocation of R5.668 million as follows:

· Letsemeng Local Municipality – R74 000

· Xhariep District Municipality – R45 000

· Matjhabeng Local Municipality – R505 000
· Maluti-a-Phofung Local Municipality – R5.044 million

Gauteng Municipalities receive a total additional allocation of R5.035 million as follows:

· Emfuleni Local Municipality – R4.802 million
· Sedibeng Local Municipality – R39 000

· Mogale City Local Municipality – R194 000
KwaZulu-Natal Municipalities receive a total additional allocation of R10.500 million as follows:

· Emnambithi-Ladysmith Local Municipality – R3.173 million
· Zululand District Municipality – R4.207 million
· Umkhanyakude District Municipality – R82 000
· uThungulu District Municipality – R1.304 million
· iLemba District Municipality – R168 000
· Sisonke District Municipality – R1.566 million
Limpopo Municipalities receive a total additional allocation of R782 000 as follows:

· Greater Letaba Local Municipality – R176 000
· Greater Tzaneen Local Municipality – R74 000
· Lephalale Local Municipality – R532 000
Mpumalanga Municipalities receive a total additional allocation of R16.056 million as follows:

· Mkhondo Local Municipality – R998 000
· Pixley Ka Seme Local Municipality – R2.258 million
· Victor Khanye Local Municipality – R1.394 million
· Emalahleni Local Municipality – R1.881 million
· Thembisile Hani Local Municipality – R1.872 million
· Dr JS Moroka Local Municipality – R875 000
· Nkomazi Local Municipality – R6.371 million
· Ehlanzeni District Municipality – R407 000
Northern Cape Municipalities receive a total additional allocation of R2.919 million as follows:
· Sol Plaatje Local Municipality – R2.919 million
North West Municipalities receive a total additional allocation of R5.994 million as follows:
· Madibeng Local Municipality – R769 000
· Mose Kotane Local Municipality – R38 000
· Ratlou Local Municipality – R53 000
· Tswaing Local Municipality – R422 000
· Mafikeng Local Municipality – R2.572 million
· Ramotshere Moiloa Local Municipality – R459 000
· Ngaka Modiri Molema District Municipality – R21 000
· Naledi Local Municipality – R515 000
· Mamusa Local Municipality – R809 000
· Dr Ruth Segomotsi Mompatu  District Municipality – R 336 000

Western Cape Municipalities receives a total additional allocation of R11.473 million as follows:
· City of Cape Town Metropolitan Municipality – R9.279 million
· Cederberg Local Municipality – R162 000
· West Coast District Municipality – R63 000
· Overstrand Local Municipality – R332 000
· George Local Municipality – R1.637 million
6.3 Rural Households Infrastructure Grant

The Department of Human Settlements has declared savings of R138.875 million with respect to the Rural Households Infrastructure Grant (RHIG), which will be reallocated to other government priorities. RHIG allocations are spent by the Department of Human Settlements on behalf of municipalities to provide on-site solutions for water and sanitation in rural areas where it is not feasible to provide households with piped services due to dispersed settlement patterns. The RHIG is an indirect fund and therefore the reduction in the RHIG allocations does not affect the amounts that municipalities have budgeted to receive as transfers, but it will affect service delivery as funds originally allocated to supplement the provision of this service due to structural necessities (e.g. dispersed settlement patterns), particularly in poor, rural areas, are reprioritised to fund other activities.
The reduction in RHIG allocations to municipalities were made as follows:

Eastern Cape Municipalities - a total reduction of R46.654 million
· Mnquma Local Municipality – R3.054 million

· Great Kei Local Municipality – R4.500 million

· Amahlathi Local Municipality – R4.500 million

· Elundini Local Municipality – R4.500 million

· Senqu Local Municipality – R5.500 million

· Nyandeni Local Municipality – R1.800 million
· Mhlontlo Local Municipality – R2.500 million

· King Sabata Dalindyebo Local Municipality – R2.500 million

· Matatiele Local Municipality – R2.500 million
· Umzimvubu Local Municipality – R9.000 million
· Mbizana Local Municipality – R1.800 million
· Ntabankulu Local Municipality – R4.500 million

Free State Municipalities – a total reduction of R3.045 million

· Maluti-a-Phofung Local Municipality – R1.000 million

· Phumelela Local Municipality – R2.045 million

KwaZulu-Natal Municipalities – a total reduction of R43.000 million

· Umzumbe Local Municipality – R3.000 million

· uMshwathi Local Municipality – R1.000 million

· Msunduzi Local Municipality – R4.500 million

· Emnambithi-Ladysmith Local Municipality – R1.00 million
· Okhalamba Local Municipality – R2.000 million

· Umvoti Local Municipality – R7.500 million

· Dannhauser Local Municipality – R3.000 million
· Nongoma Local Municipality – R3.000 million
· Umhlabuyalingana Local Municipality – R3.000 million
· Jozini Local Municipality – R3.000 million

· Hlabisa Local Municipality – R3.000 million

· uMhlathuze Local Municipality – R3.000 million
· uMlalazi Local Municipality – R1.000 million
· Nkandla Local Municipality – R1.000 million
· Ndwedwe Local Municipality – R1.000 million

· Ingwe Local Municipality – R1.000 million

· Umzimkhulu Local Municipality – R2.000 million

Limpopo Municipalities – a total reduction of R22.275 million

· Greater Giyani Local Municipality – R2.000 million
· Greater Letaba Local Municipality – R2.000 million

· Greater Tzaneen Local Municipality – R2.000 million

· Thulamela Local Municipality – R2.000 million

· Makhado Local Municipality – R2.000 million
· Blouberg Local Municipality – R2.000 million
· Aganang Local Municipality – R1.500 million

· Lepelle-Nkumpi Local Municipality – R2.000 million

· Lephalale Local Municipality – R1.400 million

· Mogalakwena Local Municipality – R2.075million
· Elias Motsoaledi Local Municipality – R1.400 million
· Greater Tubatse Local Municipality – R1.900 million

Northern Cape Municipalities – a total reduction of R4.471 million
· Joe Morolong Local Municipality – R4.471 million
North West Municipalities – a total reduction of R19.430 million

· Moretele Local Municipality – R3.200 million
· Madibeng Local Municipality – R3.200 million
· Mamusa Local Municipality – R6.390 million
· Greater Taung Local Municipality – R6.640 million

7. Shifting of Funds
Municipal Infrastructure Grant (MIG) funds were allocated incorrectly for two KwaZulu-Natal Municipalities in the 2012 Division of Revenue Act (No. 5 of 2012) due to a technical error. The following corrections are thus effected through the Amendment Bill:

· The MIG allocation for Hlabisa Local Municipality is adjusted downwards by R9.955 million from R21.870 million to R11.915 million; and
· The MIG allocation for Mtubatuba Local Municipality is adjusted upwards by R9.955 million from R10.903 million to R20.858 million.
This correction does not alter the baseline of the MIG allocation for 2012/13. The effect is therefore neutral.
8.  New Conditional Grants to Municipalities

An operating grant to cities hosting the 2013 Africa Cup of Nations (AFCON) has been established to cover the costs related to the following:
· The operations of the 2013 Africa Cup of Nations championship;

· Team accommodation and referee accommodation on match days;

· Local transport for teams and referees;

· Event security at stadiums and training venues;

· VIP hospitality;

· Medical, disaster management and insurance;

· Tournament branding;

· Office equipment and competition equipment; and

· Volunteer meals, stipends and transport.

Municipalities will have to ensure that they have an operational plan that has been approved by their Council and complies with the minimum requirements for hosting the 2013 Africa Cup of Nations championship. A total amount of R123.111 million has been made available to the five host cities. These are:

· Nelson Mandela Bay – R15.923 million

· City of Johannesburg – R25.500 million

· eThekwini – R28.923 million, of which R11.0 million is for the final draw.
· Mbombela – R31.500 million

· Rustenburg – R21.265 million

9. Conclusion
The proposed amendments to the Division of Revenue Act (No.5 of 2012) include: 
· Adjustments to the Provincial Equitable Share and the FET College Grant to make provision for higher remuneration costs; 
· Expected under-spending as a result of reductions in conditional grant allocations due to the expectation that project funding will be under-spent; and 
· Introduction of a once-off allocation to compensate provinces and municipalities for the cost of hosting the 2013 AFCON championship.
The additional allocation of R45.5 million to the 2012/13 EPWP Incentive Grant funding to municipalities that have earned higher incentive amounts than was originally budgeted for is encouraging as the allocation ensures that municipalities will receive their full incentive amounts. Previously, incentive payments for the third and fourth quarter were only made in the subsequent financial year. 
Issues for consideration by Parliament:

· It would appear that the use of the word “savings” is inappropriate in reference to the Regional Bulk Infrastructure Grant (RBIG). The Department of Water Affairs declared savings on RBIG projects due to the expectation that these projects would under-spend. A real “saving” is when projects are completed below budget. Parliament should get clarity from National Treasury regarding this incorrect interpretation of the word “saving”, as well as request a detailed report of the reasons for the expected under-spending, and the potential impact on the communities residing in these municipal areas. 
· National Treasury should clarify the nature of the unforeseen and unavoidable expenditure with respect to the two grants in the health sector that require an additional allocation of R180.0 million for the Health Infrastructure Grant and R186.0 million for the Hospital Revitalisation Grant.
· National Treasury should provide Parliament with a detailed report on the spending and service delivery performance of KwaZulu-Natal’s provincial Health Department in respect of the Health Infrastructure Grant.
· Provinces have under-spent the Hospital Revitalisation Grant successively over the period 2007/08 to 2011/12.
 What guarantees has the provincial Departments of Health in the Free State and KwaZulu-Natal given to National Treasury in terms of ensuring that the proposed additional funding will be spent and that the original allocation will be spent in full? The Committee should request a detailed report outlining the current expenditure on the grant by these Provinces, as well as detailed expenditure plans of the provinces in relation to this grant for the rest of the financial year.
· The Department of Human Settlements should explain the reduction in allocations to municipalities with regard to the Rural Households Infrastructure Grant. This grant is critical to poverty alleviation and provides important Constitutionally Mandated Basic Services in the form of on-site solutions for water and sanitation in rural areas. The Department should provide a detailed report and presentation on the performance targets and achievements of this grant in each municipality, challenges in implementation, as well as the impact of reprioritising these funds on poor, rural communities. The Department should also indicate what the reprioritised funds have been earmarked for, and the motivation for the reprioritisation.
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Sch 1

		Spheres of Government R'000		2012/13 Allocation		Adjusted amount		2012/13 Adjusted Allocation

		National 		622,434,681		-5,860,531 		616,574,150

		Provincial		309,057,382		3,958,416		313,015,798

		Local		37,873,396				37,873,396

		Total		969,365,459		-1,902,115		967,463,344







Sch 2

		Province R'000		2012/13 Allocation		Adjusted amount		2012/13 Adjusted Allocation

		Eastern Cape		46,940,272		619,616		47,559,888

		Free State		18,531,165		264,121		18,795,286

		Gauteng		54,545,389		667,473		55,212,862

		KwaZulu-Natal		67,802,913		835,750		68,638,663

		Limpopo		38,721,016		538,621		39,259,637

		Mpumalanga		24,874,453		328,390		25,202,843

		Northern Cape		8,255,155		100,846		8,356,001

		North West		20,614,831		256,364		20,871,195

		Western Cape		28,772,188		347,235		29,119,423

		Total		309,057,382		3,958,416		313,015,798







Sch 3

		Local Government's equitable share per Province R'000		2012/13 Allocation		2012/13 Adjusted Allocation		Adjusted amount

		Eastern Cape		5,859,038				-5,859,038

		Free State		3,240,669				-3,240,669

		Gauteng		6,680,240				-6,680,240

		KwaZulu-Natal		7,210,513				-7,210,513

		Limpopo		4,732,732				-4,732,732

		Mpumalanga		3,439,424				-3,439,424

		Northern Cape		1,133,850				-1,133,850

		North West		3,173,310				-3,173,310

		Western Cape		2,403,620				-2,403,620

		Total		37,873,396		0		-37,873,396
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