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FOREWORD

The preparation of the 2009/10 MTEF budget hasbeen easy. Three factors have added to the
complexity of formulating this budget.

Firstly, this budget has been prepared in the raiddla global financial crisis emanating from the
“bubble burst” of the sub-prime lending regime e tUS, which has mopped up liquidity in the
financial markets. While the effects of this phemroon are yet to be fully felt in South Africa,
indications are that the country is now beginningekperience the extent of this problem, as
measured by third quarter economic performance lwhegistered a 0.2 per cent growth. Such a
marginal GDP growth rate will certainly reduce gowaent revenue in 2009/10.

The second complication has been brought abouthbyréduction of the equitable share for
KwaZulu-Natal in the next three MTEF years, broughout by data updates of the equitable share
formula. In Rand terms, KwaZulu-Natal will lose F23 million in 2009/10, R523.8 million in
2010/11 and R699.3 million in 2011/12. This redmcteffectively means that there is less money
available in the province to finance new policyopities.

The third complication has been the inability oé tmationalfiscusto fully finance the Occupation
Specific Dispensation for Health and Educationwa$ as the 2008 public sector wage agreement.
These factors combined have reduced the amounh@# “money” available to fund provincial
programmes and projects.

Despite these complications, | am pleased that aee tbeen able to finance all of the national
priorities to the extent recommended by Nation&aBury. In fact, where possible, the province has
been able to “top-up” the amounts recommended WyoN& Treasury. This was made possible by
reprioritising the provincial baseline. These adibtans are explained in the Budget Statements.

Budget Statement 1 gives an overview of the busgategy, the fiscal framework and aggregates of
revenue and expenditure. Budget Statement 2 preddietailed account, by Vote, of all additional
allocations made to various spending areas, aoepprby Cabinet. Budget Statement 2 further
provides details of what the “new money will buyi terms of outputs. It is a useful tool for
monitoring the implementation of the budget andvigles an opportunity to the Executive, the
Legislature and the general public to hold goveminagcountable.

| therefore present to the people of KwaZulu-Natat South Africa the 2009/10 MTEF Budget
Statements 1 and 2, and invite you to familiarisergelves with the contents thereof.

S’'miso Les Magagula
Acting Head: KwaZulu-Natal Provincial Treasury
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1. Budget Strategy: An Overview

1. BUDGET STRATEGY: AN OVERVIEW

Crafting a budget in times of a world-wide economownturn is a daunting task. It is daunting laygel
because the economic slowdown means less revenuatfonal government in general. Less revenue at
a national level means less revenue for other sitibfal spending agencies. The 2009/10 MTEF budget
was crafted within this constraint. Compounding difficulty for KwaZulu-Natal has been the 2007/08
and 2008/09 budget overruns, largely as a resuthefDepartment of Health’s budget pressures. In
2007/08, the province ended the financial year withet deficit of R239.3 million, after taking into
account the conditional grant roll-overs. This difivas then carried forward to the 2008/09 finahci
year, and there are indications that the over-edipgne will continue in 2008/09 and will therefobe
carried over to the 2009/10 financial year. Thidiailehas to be financed as a first charge on the
provincial revenue. This means that any additioraburces from the equitable share will first htove
finance this deficit, thus reducing the amount ke to fund government service delivery programme

For the most part of 2008/09, the Provincial ReeeRund was in overdraft as a result of the 2007/08
over-expenditure and the continued high spendir@0®8/09. Without the positive cash balances in the
revenue fund, Provincial Treasury had to reviseitherest income normally earned on positive cash
balances downwards. This downward revision of agaaly allocated amount has introduced a structural
problem in the fiscal framework.

Coupled with the net deficit, is the decline of grevincial equitable share allocation by a tofaR.462
billion over the 2009/10 MTEF, due to data chanigethe equitable share formula for KwaZulu-Natal.
Added to this was a further reduction of the proeis equitable share by R1.617 billion (over the
2009/10 MTEF) due to the world wide economic downt@iven the fact that part of these amounts had
already been allocated to various departments BB/, the province also had to finance this in
2009/10.

The provincial fiscal framework has also been rigght affected by the inadequacy of resources & th
nationalfiscusto fully finance the expenditure on the Occupat®pecific Dispensation for nurses and
educators, as well as the shortfall in the amoafitgated for the 2008 public sector wage agreement
which was higher than budgeted for.

The resource constraints discussed above havesitated that the province approaches the 2009/10
MTEF differently. The strategy has been one ofiggijtising the provincial baseline, in order togase
money from existing programmes whose spending kas klow, and to finance programmes that show
serious budgetary pressures. Programmes that lesedited from the reprioritisation exercise arestho
that have been identified by the national Minist€smmittee on the Budget (MinComBud) and Cabinet
as national priorities. These programmes havelsso endorsed by the Provincial Political Executive

In line with the pronouncements of the January &estent of the ruling party, KwaZulu-Natal has
responded positively to the call to strengthen bediication and health in the country. To show its
commitment, the province has allocated all additiomesources as per National Treasury's
recommendation and, in certain instances, evempddpp’ the recommended allocations.

As per National Treasury’s recommendations, thiediohg national priorities have been finanted

Education:
« Learner-teacher support material;
« Increasing teacher numbers to reduce the learaehie ratio;

«  Extension of the No-Fee school policy to Quintijead

! The details of these allocations are fully expaiin Budget Statement 2.
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»  Further support for inclusive education.
Health:
- Inflationary adjustments for medical goods and ises;

- Improved remuneration for health professionals|uiiog the phasing in of doctors’ Occupation
Specific Dispensation;

«  The fight against MDR/XDR tuberculosis;
« Reducing infant and child mortality rates; and

«  General improvements of the Department of Healthjzacity to deliver health care.

Despite the reduction in the provincial equitabdtare, the 2009/10 budget still shows strong grawth
allocations for provincial flagship projects. Thge®jects include the Moses Mabhida Soccer Stadium
and the Dube TradePort. This is in line with thenmuncements made at the provincial Cabingaba
held at Alpine Heath in 2007. One of the pronourees made was that KwaZulu-Natal needs to refocus
its energy towards those projects that will groe govincial economy. Clearly, these two proje@seh
that potential.

Furthermore, the 2009/10 budget strategy had fmoresto the need for enhancing food security in the
country and the province. The province therefordcaraes the additional national conditional grant

allocations made to two main areas, namely the Cengmsive Agricultural Support Programme and the
llima/Letsema Projects grants. These two grant® lthe potential to strengthen rural economies and
ensure that food insecurity is reduced.

As was the case with the 2008/09 budget, the 2008iMget strategy is still firmly embedded in the
Provincial Spatial Economic Development StrategBEPS). The PSEDS identified two corridor types
and several nodes within the province that willuieg substantial investments over the next thregsye
The corridors were defined as follows:

Primary Corridor (PC) A corridor with very high economic growth poteaitiwhich serves areas of high
poverty densities; and

Secondary Corridor (SCA corridor which serves areas of high poverty leyalith good economic
development potential within one or two sectors.

While this analysis of the space-economy was bdorg, the PSEDS task team used the SWOT analysis
technique and review of the competitive and comparaadvantages of the province’'s economy to
identify the sectors which have the greatest p@knd drive growth and impact on poverty and
unemployment.

This exercise confirmed that the following broadtees of the economy had the greatest potential to
drive economic growth and create employment:

«  Agriculture, including agri-industry (with opportities to impact considerably on the economic
needs of the poor through Land Reform);

« Industry, including heavy and light industry andnufacturing;
«  Tourism, including domestic and foreign tourism¢lan
«  The Services sector, including financial, sociansport, retail and government.

The development of the PSEDS provided the provirgnaernment, for the first time, with a spatially
referenced tool to:

- Analyse where government is currently directing bldk of its capital development infrastructure
expenditure; and
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+ Re-direct and reprioritise this expenditure so thasupports growth and development in the
identified nodes and corridors to achieve maximmpadct (the ‘massification’ effect).

In submitting their 2009/10 MTEF budget proposats;ordingly, provincial departments were requested
by Provincial Treasury to indicate how their repitised High Leverage programmes supported the
identified nodes and corridors. For their part,dapartments undertook a comprehensive reviewedf th
2009/10 MTEF expenditure proposals, to ensuretti@bulk of expenditure is directed to the areas of
highest economic potential and greatest need, na With the PSEDS and the National Spatial
Development Perspective (NSDP).

In conclusion, the 2009/10 budget strategy respodiulectly to national and provincial policy
imperatives. It gives effect to the objectives mddicating poverty through agricultural investmeaitsl
strengthening education and health while, at thmesd@ime, ensuring that economic infrastructure
investments are accelerated.






2. Socio-Economic Outlook

2 SOCIO-ECONOMIC OUTLOOK

2.1 Introduction

The national and provincial economy experiencedraber of endogenous and exogenous shocks during
2008. The effects of these shocks will, to a ladggree, spill-over into 2009 and 2010, and will &wip
significantly on the performance of the nationad @novincial economy over the short and medium term

To begin with, the national economy experiencediigant electricity supply disruptions and consita
during the first quarter of 2008, causing, for epéam value added in the manufacturing sector (in
nominal terms) to decrease by 8.44 per cent onasteyly basis during the first quarter of 2008. d&ru
oil, fuel and commodity prices rose to record-hig¥els, causing inflation to accelerate rapidigaleng

a high of 13.7 per cent annual rate in August 200&se higher prices, together with sustained high
interest rates during 2008, reduced the purchasimger of households and narrowed profit margins of
many firms, causing a drag on consumption and lssifixed investment.

In August 2008, mounting losses on subprime moragamd mortgage related securities began straining
financial institutions predominantly in the Unit&tates of America (USA), but also in many other
countries, especially in Europe. The repercussioms these losses have triggered a period of severe
turbulence in world financial markets. For exampie, Johannesburg Stock Exchange All Share Top 40
Index lost almost 15 per cent of its value durimgptémber 2008. The financial crises have, howengr,
remained confined to the US financial system, lawviehspread to the US real economy in a very rapuid a
significant manner, pushing the US economy intecession.

The South African economy did not stay insulatednfthese events. Although the direct impacts have
been almost negligible, the indirect impacts ha@erbmuch more significant and will continue to eiffe
the national economy during 2009.

The subsequent deteriorating world economic outlusked policy makers in a number of countries to
look at fiscal policy as the primary weapon to gmetvtheir economies falling into a state of depogss
Also, the use of monetary policy in a number of ddes has been almost exhausted, leaving fiscal
policy as the only alternative in preventing massjeb losses, social unrest, etc. The focus oflfisc
policy over the last six months in a number of does has been on stimulating economic growth, as
advocated by John Maynard Keynes during the Greptéssion of the 1930s and 1940s.

Fiscal policy during 2009 and 2010 will continueftmus on stimulating economic growth, especially
because interest rates in most developed coutiaies reached zero per cent or close to this |dvisical
policy will continue to make use of both tax cutelspending plans to stimulate economic growthh wit
budget deficits reaching historic high levels. Frameconomic perspective, the size of the defiuit a
debtper seare not necessarily as important as the underlyoiigies of spending and taxation. Policy
makers and economists will be looking with ‘new ®yat fiscal policy during 2009. The policies and
theories of Mr Keynes seem to be very much bactheragenda.

The South African economy is faced with similar gpects and threats to those faced by the world
economy. However, policy makers will most probafldigus on monetary policy, rather than fiscal palicy
to stimulate economic growth, simply because tliei@nsiderable scope in using monetary policy and
also because of the conservative stance of fisstaypover the past five to eight years.

Monetary policy will thus be the primary policy tnsment to support economic growth, with interest
rates forecasted to decrease by between 3 perandnd per cent during 2009 (own forecasts). Fiscal
policy in South Africa will continue to focus onelsocial, rather than the economic, although thiey a

not mutually exclusive.
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2.2 Structure of the KwaZulu-Natal economy

Graph 2.1 suggests that the contribution of boghpttimary and secondary sectors to the provinciab&
Domestic Product (GDP) decreased, while the cartioh of the tertiary sector to the provincial GDP
increased since 2000. The contribution of the prymend secondary sectors to the provincial GDP
decreased from 6.93 per cent and 27.61 per ceénBibper cent and 26.72 per cent, respectivelylewhi
the contribution of the tertiary sector to the pnoial GDP increased from 56.61 per cent to 59.48 p
cent since 2000. It must be emphasised that, aththe contribution of the secondary sector deeakas
for the period, it was only marginal and thereftve secondary sector can best be described abla sta
sector, rather than a decreasing or stagnant sdctonust also be emphasised that a decrease in
contribution does, by no means, imply a decreasdsolute terms, but only a decrease in relatirage

Thus, the size of the tertiary sector in the progirs increasing both in absolute and relative $emamich

IS not a unique situation to the province, buteatsimilar to the national situation and to theaiton in
developed countries over the last five years, itiqdar. It is also certainly a consequence of lthe
inflation and interest rate environment experiendedhe domestic economy during the period. The
growth of the tertiary sector is, thus, primarilycansequence of the macro-economic environment
experienced in South Africa since 2003.

Graph 2.1: Primary, secondary and tertiary sector contributions

70 ——Primary Industries Secondary Industries —— Tertiary industries

60 1

50 1

40

30 1

20 A

2000 2001 2002 2003 2004 2005 2006 2007

Source: Stats. SA (2008), Own calculations

Table 2.1 suggests that employment per sectorenptbvince behaved in a fairly similar way to the
structural changes experienced in the provinciahemy. Employment in the primary sector decreased
significantly since 2001, while employment in theesndary and tertiary sectors increased. Employment
in the tertiary sector increased by nearly 5 pet cempared to 2.5 per cent employment growth @& th
secondary sector, confirming the observation okerehsing primary sector, a stable secondary sector
and a growing tertiary sector.

Table 2.1:  Provincial employment by main economic sectors — 1996 to 2007
Sector 1996 2001 2007

Total employment

Primary Sector 133932 152 045 79 837
Secondary Sector 451726 437 355 580 496
Tertiary Sector 697 560 844 739 1075 332

Relative employment

Primary Sector 10.44% 10.60% 4.60%
Secondary Sector 35.20% 30.50% 33.45%
Tertiary Sector 54.36% 58.90% 61.96%

Source: Stats. SA (2008), Census 1996 and 2001 and Community Census 2007
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Table 2.2 indicates that the contribution of themarry sector to total provincial employment and GDP
decreased by 6 per cent and 1.16 per cent from 202Q07, respectively, suggesting massive jobelss
even though the size of the sector itself, in alisolerms, has stayed fairly constant. This suggbst
existence of a massive substitution (capital foola) effect in the sector.

Provincial employment in the secondary sector imsee, while the sector’'s contribution to provincial
GDP decreased from 2001 to 2007, suggesting & fable sector that increased in absolute terthera
than relative terms since 2001. On the other htredfertiary sector increased its contribution hbiot
terms of provincial employment and output. Theideyt sector in the province thus increased in both
absolute and relative terms since 2000.

Table 2.2: Difference in provincial GDP and employment by main economic sectors — 2001 to 2007

Sector 2001 2007 Difference

Primary Sector

Contribution to employment 10.60% 4.60% -6.00%
Contribution to GDP 6.53% 5.37% -1.16%
Secondary Sector

Contribution to employment 30.50% 33.45% 2.95%
Contribution to GDP 27.78% 26.72% -1.07%
Tertiary Sector

Contribution to employment 58.90% 61.96% 3.05%
Contribution to GDP 56.57% 59.49% 2.92%

Source: Stats. SA (2008), Census 1996 and 2001 and Community Census 2007, Own calculations

Table 2.3 below indicates the provincial GDP outpet labour unit during 2001 and 2007 in the three
main economic sectors in KwaZulu-Natal.

Provincial GDP per labour unit in the primary sedtwreased from R67 691 in 2001 to R135 891 in
2007, suggesting that labour productivity in thengiry sector increased on average by 7.17 perpeant
annum for the period, supporting the notion of gigant labour substitution in the sector. On thbep
hand, labour productivity in the secondary sectmréased by about 1 per cent per annum for thedberi
Labour output in the secondary sector is alsodtwes$t, compared to the other two sectors.

Provincial GDP output per labour unit in the tastiaector increased from R105 525 in 2001 to R4 2
in 2007, representing an average per annum inciedalour productivity of 0.86 per cent for theipd.

Table 2.3: Provincial GDP per labour unit by main economic sectors - 2001 to 2007

A : 2001 2007 Difference

Provincial GDP per labour unit R) ®R) (%)
Primary Sector 67 691 135891 717%
Secondary Sector 100 097 92673 -1.14%
Tertiary Sector 105 525 112 249 0.86%

Source: Stats. SA (2008), Census 1996 and 2001 and Community Census 2007, Own calculations

2.3 Modelling the KwaZulu-Natal economy

2.3.1 Methodology of the model

A structural model has been developed in an attémptodel the provincial economy. The model will
allow the Provincial Treasury to model the quayterhd annual performance of the different economic
sectors, and to forecast the real GDP of the poevibased on national GDP estimates. The model is a
structural model, and therefore the stability agldvance of the model are dependent on the defthe o
stability of the structural relationship betweenior@al GDP and provincial GDP since 2001.
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Table 2.4 below indicates the yearly structuraatiehship between national GDP and provincial GDP
per sector from 2000 to 2006. Some provincial sectaave experienced a steady increase in their
contribution to national sector GDP, whereas soewoss have experienced a steady decrease in their
contribution to national sector GDP, but no dramaind significant structural changes have occurred
over the period, therefore the structural relatigmseems to display a high degree of stability.

Table 2.4:  Structural GDP relationship — Provincial sector GDP as a percentage of National sector GDP - per year

Industry % 2000 2001 2002 2003 2004 2005 2006

Primary Industries 11.51 11.45 11.25 11.38 11.34 11.46 10.94
Agriculture, forestry and fishing 28.00 28.87 28.37 29.68 2948 29.48 29.17
Mining and quarrying 4.36 4.15 3.67 3.76 3.78 3.70 3.64
Secondary Industries 20.53 21.02 20.48 20.24 20.20 20.31 20.35
Manufacturing 21.53 2147 2142 21.55 21.52 21.68 21.89
Electricity, gas and water 17.97 18.63 19.12 16.95 17.04 17.24 17.18
Construction 15.72 20.10 15.01 14.60 14.64 14.71 14.32
Tertiary industries 15.66 15.80 15.80 15.89 15.86 15.88 15.88
Wholesale and retail trade; hotels and restaurants 15.85 16.77 16.80 16.92 16.93 16.84 16.85
Transport , storage and communication 21.86 21.53 21.61 21.75 21.68 21.58 21.31
Finance, real estate and business services 13.77 13.46 13.31 13.41 1343 13.52 13.71
Personal services 16.67 16.68 16.67 16.65 16.66 16.60 16.36
General government services 13.56 13.81 13.75 13.71 13.62 13.70 13.68
All industries at basic prices 16.39 16.61 16.45 16.44 16.42 16.49 16.49
GDPR at market prices 20.01 20.28 16.39 16.43 16.40 16.45 16.45

Source: Stats. SA (2008), Own calculations

Table 2.5 indicates the average structural relatignfor the three periods. This table also suppthre
argument of structural stability in the relationshietween national sector and provincial sector GDP
from 2000 to 2006.

Table 2.5: Average structural GDP relationship — Provincial sector GDP as a percentage of National sector GDP - per period

Industry % Average 2000 to 2006 Average 2003 to 2006 Average 2005 to 2006
Primary Industries 11.33 11.27 11.20
Agriculture, forestry and fishing 29.01 29.24 29.32
Mining and quarrying 3.86 3.7 3.67
Secondary Industries 20.45 20.32 20.33
Manufacturing 21.58 21.61 21.78
Electricity, gas and water 17.73 17.50 17.21
Construction 15.59 14.65 14.51
Tertiary industries 15.82 15.86 15.88
Wholesale and retail trade; hotels and restaurants 16.71 16.87 16.85
Transport , storage and communication 21.62 21.59 2145
Finance, real estate and business services 13.51 1347 13.61
Personal services 16.61 16.59 16.48
General government services 13.69 13.69 13.69
All industries at basic prices 16.47 16.46 16.49
GDPR at market prices 17.49 16.42 16.45

Source: Stats. SA (2008), Own calculations

2.3.2 Estimating provincial 2007 GDP and 2008 quart erly GDP

The provincial GDP estimates per sector for 20@d,far each of the three quarters of 2008, arelsgp
in Table 2.6.

In terms of the 2007 and 2008 GDP-R estimatesatie@age structural relationship between 2005 and
2006 will be used, because of the stability intthad behaviour experienced in each sector sin86.20
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Table 2.6: National GDP for 2007 and Provincial GDP for 2007 and Quarter 1, 2 and 3 for 2008 - Constant 2000 prices - Rand million

Industry 2007 National 2007 KZN 2008Q1 KzN 2008Q2 KzN 2008Q3 KZN
GDP GDP GDP GDP GDP
Primary Industries 96 853 10 849 2529 2983 3115
Agriculture, forestry and fishing 28 283 8308 1952 2378 2518
Mining and quarrying 68 570 2541 577 605 597
Secondary Industries 267 020 53 797 13 146 13970 14 265
Manufacturing 199 785 43343 10 465 11196 11401
Electricity, gas and water 25683 4405 1047 1086 1131
Construction 41552 6048 1634 1,688 1733
Tertiary industries 759 966 120 705 30 276 30 651 31213
Wholesale and retail trade; hotels and restaurants 174 479 29439 7046 7061 7149
Transport , storage and communication 122705 26 412 6 608 6719 7013
Finance, real estate and business services 243118 32948 8440 8600 8681
Personal services 65703 10 867 2813 2843 2879
General government services 153 961 21038 5369 5428 5492
All industries at basic prices 1123 840 185 350 45952 47 604 48 593
GDPR at market prices 1233930 203 044 50 340 52144 53141

Source: Stats. SA (2008), Own calculations

Table 2.7 indicates the 2007 year-on-year growt iraprovincial GDP and the 2008 quarter-on-quarte
growth rates in provincial GDP for the first thrgearters of 2008.

It is estimated that provincial GDP increased 25er cent during 2007, and by 1.91 per cent durin

the third quarter of 2008. GDP-R, excluding theadture, forestry and fishing sector, expanded.1®2
per cent during the third quarter of 2008.

Table 2.7:  Prov. GDP year-on-year growth rate for 2007 and Prov. GDP quarter-on-quarter growth rates for Q 1, 2 and 3 of 2008

Industry 2007 KZN 2008 Q1 KZN 2008 Q2 KZN 2008 Q3 KZN
Primary Industries 3.18 16.72 17.95 4.41
Agriculture, forestry and fishing 3.61 2.39 6.78 -1.53
Mining and quarrying 1.80 -8.51 4.86 -1.40
Secondary Industries 5.04 -6.81 6.26 212
Manufacturing 3.56 -7.78 6.98 1.83
Electricity, gas and water 2.88 -6.90 3.74 4.12
Construction 18.98 0.03 3.31 2.69
Tertiary industries 5.37 -5.28 1.24 1.83
Wholesale and retail trade; hotels and restaurants 5.38 -16.56 0.22 1.24
Transport , storage and communication 6.62 -3.70 1.68 437
Finance, real estate and business services 5.58 -2.18 1.89 0.95
Personal services 5.13 4.39 1.06 1.25
General government services 3.65 0.66 1.10 1.16
All industries at basic prices 514 -4.74 3.60 2.08
GDPR at market prices 512 -4.70 3.58 1.91
GDPR at market prices, excl. Agriculture, forestry and fishing -5.66 2.85 1.72

Source: Stats. SA (2008), Own calculations

2.4 Performance of the KwaZulu-Natal economy and pr  ovincial government spending

Table 2.8 indicates the growth in provincial GDR rgal terms), the increase in the provincial btidige
nominal terms), the increase in the total provinp@pulation and the increase in the potential prcial
workforce from 2000 to 2008.

The table shows that provincial GDP increased,\@vaae, by 4.07 per cent year-on-year in real terms
since 2000, whereas the provincial budget increasedaverage, by 5.73 per cent year-on-year in real
terms since 2000. The total provincial populatiod aorkforce increased, on average, by 1.70 per cen
and 2.28 per cent year-on-year since 2000.
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Table 2.8: Selected performance indicators for KZN

KZN GDP KZN budget KZN population KZN population
Year (Real terms) (Nominal terms) (All ages) (15-65)
(R) (R)
2000 150 911 404 436 21799 650 000 8857615 5251871
2001 157 577 175 968 25061 194 000 9426 018 5588 889
2002 160 957 189 915 22429 241 000 9212122 5699 908
2003 166 358 000 000 25476 494 000 9761032 5806 228
2004 174 133 000 000 28014 475000 9665 875 5907 719
2005 183 363 000 000 33307 079 000 9651100 6005 404
2006 193 154 000 000 36 881 397 000 9924 000 6095 237
2007 203 044 042 771 44 951 327 000 10 014 500 6192 803
2008 207 500 430 255 51100 926 000 10 105 500 6284 396
Average Real Value 177 444 249 261 32113 531 444 9624 196 5870273
Average Year-on-Year % Change 4.07% 5.73%" 1.70% 2.28%

Source: Stats. SA (2008), National Treasury (2008), Own calculations

* Deflated using the average yearly consumer price index from 2000 to 2008

Table 2.9 below indicates that the per capita GDPbioth the total population and the workforce
increased in real terms, suggesting an increageiaverage standard of living and an increasaliadr
return in the province since 2000. The provinciebremy, thus, seems to have performed fairly well
during the period. However, there can be little lwtotlnat the provincial economy has been negatively
affected by the abovementioned economic shocks, esmotiomic growth is expected to slow down
considerably during 2009 and 2010.

Table 2.9: Per capita indicators for KZN

Year R KZN GDP per capita KZN GDP per capita KZN budget per capita KZN _budget per
(All ages) (15-65) (All ages) capita (15-65)
2000 17 037 28735 2461 4151
2001 16 717 28195 2659 4 484
2002 17472 28239 2435 3935
2003 17 043 28 652 2610 4388
2004 18015 29476 2898 4742
2005 18999 30533 3451 5546
2006 19463 31689 3716 6051
2007 20275 32787 4489 7259
2008 20533 33018 5057 8131
Average Real Value 18 395 30 147 3308 5410
Average Year-on-Year % Change 2.40% 1.77% 3.77%" 3.19%*

Source: Stats. SA (2008), National Treasury (2008), Own calculations

* Deflated using the average yearly consumer price index from 2000 to 2008

Table 2.9 also indicates that provincial governnexypenditure per capita for both the total popatati
and the workforce increased in real terms sinc®200

Graph 2.2 below suggests that provincial GDP amdipcial government expenditure will increase by
between 1 per cent and 2 per cent and between éeperand 7 per cent in real terms, during 2009 and
2010, respectivefy’.

Provincial government expenditure as a percentdgeravincial GDP will thus continue to increase
during 2009 and 2010, approaching fairly high leyehs indicated in Graph 2.3, suggesting an
increasingly greater involvement of the provingallernment in the provincial economy.

2 Own calculations and are based on a modest recavémg world economy during 2009, and the contihdemestic interest
rate cuts during 2009.
% National Treasury Medium Term Budget Policy Statetmand Adjusted Estimates of National Expenditug®e8.
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Graph 2.2: Per Capita Indicators for KZN
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Graph 2.3: KZN Budget as a % of KZN GDP
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Graph 2.4 below suggests that provincial governragpenditure as a percentage of GDP-R is stillelo
the national ratio, although it has been increasinge 2000. Thus, there seems to be scope farased
provincial government expenditure in KwaZulu-Natal.

Obviously, the increase in provincial expenditwsdargely dependent on the availability of addigion
equitable share resources to provinces in the @pEF. An increase in government expenditure
supports the view that, in times of economic dowmtéiscal policy is a plausible instrument to siiate
economic growth.
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Graph 2.4: KZN Budget as a % of KZN GDP compared to National Public Expenditure as a % of GDP
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2.5 Unemployment

Graph 2.5 reveals that, between 2001 and 200&waZulu-Natal unemployment rate (using the official
definition) averaged 24.1 per cent over the eigi@ryperiod. It grew by 2.4 percentage points betwee
2001 and 2008. In 2001, the rate was 19.6 per tentjt rose sharply to 28.1 per cent in 2002, an
increase of 8.5 percentage points. This figure,dvan, gradually declined from 28.2 per cent in 2G93
22 per cent in 2008. Despite this decline in the,ré has still not decreased to levels below ehibeat
were experienced in 2001. In order for the provittcachieve its target of an unemployment rate88 1
per cent in 2014, the rate must decline by 0.5%pet per year over the next six years.

Graph 2.5: Unemployment rate and poverty rate, 2001-2008
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The overall poverty levels have been reduced by8réentage points between 2000 and 2007, from 53.4
per cent in 2000 to 49.8 per cent in 2007. Over pleriod, on average, Blacks constituted 98.1 get af
people living in poverty, Whites 0.3 per cent, Gokds 0.32 per cent and Asians 1.2 per cent. The

poverty rate increased, on average, between 20002805, and declined steadily between 2006 and
2007.
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2.6 Debt analysis

The year 2008 being an economically tough year ithags, it is interesting to see how the different
sectors were affected by repetitive increasesénlgéhding rate. This part provides an overviewiail c
cases for debisince 2000. These statistics are gathered in dedprovide information on the extent of
unpaid debt in the country. The number of civilesas the country increased from 1 million in 2Q60

1.6 million as at October 2008 (an average anmakase of 8.5 per cent). Gauteng accounted for the
largest share of these cases, followed at a distap&waZulu-Natal and Eastern Cape (Graph 2.6).

Graph 2.6:  Share of reported civil cases by province (%), 2000-2008*
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* 2008 data are reported as at October

As indicated above, the increase in the annual eurobcases reported amounted to 8.5 per cent. The
increase was, in fact, negative 2.1 per cent betva¥0 and 2007, before the substantial national
average of 82.7 per cent year-on-year increaseceet®007 and 2008.

Graph 2.7 shows that all provinces experiencediyneat00 per cent increase in reported cases batwee
these two years. KwaZulu-Natal experienced the dsgincrease, at 90.3 per cent, followed closely by
the Western Cape at 87.3 per cent, and Gautend.&tp®r cent. Free State (66.9 per cent), Northern
Cape (67.3 per cent) and Eastern Cape (68.9 pér lced below average increases, though still high.

Northern Cape was the only province that experiéribe hike earlier than the others, at 55.8 pet cen

between 2006 and 2007, making it a leader in e&peimg the shock. The increases were the highest in
all the provinces during this period, except foed-fState which, for some reasons, experienced high
increases in 2001 and 2003.

This could have been expected, following the slm@lincrease in the interest rate since 2007, isgnd
many people deeper into debt.

* The data is based on sample surveys of civil casesrded and civil summonses for debt issued inttSédrica. The
information is collected by Statistics South Afritam selected magistrates’ offices, namely: Caperiala, Port Elizabeth,
East London, Kimberly, Pietermaritzburg, Durbanhalnesburg, East Rand, West Rand, Vereeniging, Vhijigerk,
Pretoria and Bloemfontein. The provincial data amgpke aggregations of data for the magistratesteff within a province.
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Graph 2.7:  Annual change in the number of reported civil cases (%), 2001-2008*
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Graph 2.8 below gives proportions of summonsesis$or debt for both business enterprises and fgriva
persons. It shows that, throughout the period 20@D08, money lent was the largest type of debt not
easily honoured, followed by goods sold on opemaits. Promissory notes, other bills and creditsar
increased their share in 2007 and 2008, with theesbf goods sold on open accounts shrinking $jight

Graph 2.8: Summonses issued for debt by type: business enterprises and private persons (%), 2000-2008*
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In growth terms, most summonses were issued agaéigtin the form of money lent and promissory
notes, other bills and credit cards between 20062808, while goods sold on instalment sale, arutigo
sold on open accounts received the least confiontal hroughout this period, a large majority of
summonses were issued to private persons at aagev@nnual share of not less than 88.1 per cent.
Increases in debt defaults on the side of busieetssprises were experienced between 2006 and 2008.
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Usually, when the economic climate is as hostilé ags in 2008, the first group of people to feed
pinch are those in the lowest income group, hehée the intention of the KwaZulu-Natal provincial
government to strive towards a revival of thoseé@sadhat provide employment to that group, seéiad
the province did not come out of the economic stonscathed.

2.7 Literacy and skills development

Graph 2.9 gives data on the pass rates for therseeaitificate examinations between 2000 and 2G08.
reveals that the province performed well in impngvihese results until 2003, after which perioddhe
has been a continual decline in the proportionugiilp successfully passing these examinations.

Graph 2.9:  Senior certificate examinations pass rates (%), 2000-2008
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Source: Department of Education, various

However, Graph 2.10 shows that the number of peoptiee province, who are aged 20 years and above
and have completed Grade seven or higher, has ihesasing. This shows that there is potential in
human capital development in the province. Sedirgyds an opportunity, the province is determirted t
continue working tirelessly to ensure sustainakiéssdevelopment in the coming years.

Graph 2.10:  Functional literacy (20+ years who have completed Grade 7 or higher)
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2.8 Income distribution, Gini coefficient and Human Development Index

Graph 2.11 sketches average annual household ind@tréution in the province between 2000 and
2007. It shows that more than 70 per cent of hanldshin the province earned less than R50 000 per
annum, which is roughly R4 500 per month, in nomieans.

Graph 2.11:  Income distribution in KwaZulu-Natal, average 2000-2007
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Graph 2.12 shows that, in absolute terms, the tgitudnas been worsening, with the Gini coefficient
rising from 0.65 in 2000 to 0.67 in 2007. It is dsmt also from this graph that, as the Gini coigffit
stretched upwards, it tended to undermine the gtineof the human development index (HDI), with the
latter shrinking during 2006 and 2007 when the farsoared.

Graph 2.12:  KwaZulu-Natal Gini coefficient and the Human Development Index
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2.9 The state of health

The Actuarial Society of South Africa (ASSA) in Z)@stimated that life expectancy in the province
would decline to less than 44 years, starting i042@s indicated in Graph 2.13 below. This was flood
thought, and it alerted the KwaZulu-Natal governmenpersist in improving health in the province.
Expenditure in the Department of Health alone heenbnothing less than 30 per cent of the provincial
expenditure budget, and this is envisaged to coatin the MTEF period.

Graph 2.13:  KwaZulu-Natal life expectancy at birth (years), 2000 — 2008
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Table 2.10 confirms the province’s commitment ta¥gaimproving the state of health in the provinte. |
records the number of deaths registered in theiprewbetween 2000 and 2006. The mortality ratéén t
province (i.e. the number of deaths per 10 000gpes)srose from 110 in 2001, to 139 in 2005. Howgever
the rate of growth in the annual number of deatidiled significantly during this period, fallingoin
11.1 per cent in 2002 to 1.1 per cent in 2004, -aBd¢er cent in 2006 after a slight burst of 5.6qmt in
2005. This reflects the province’s commitment teléssly resist any factors that may tend to underm
efforts for improving the standard of living.

Table 2.10:  KwaZulu-Natal mortality rates (per 10 000 persons), 2001 — 2006

Years
Indicator 2000 2001 2002 2003 2004 2005 2006
No. of deaths 95 353 105 256 116 982 129 587 131057 138 206 139 957
Mortality rate (per 100 000 persons) 1101 1211 1329 1332 1395 1403
Mortality growth rate 10.4 1.1 10.8 1.1 55 1.3

Source: Actuarial Society of South Africa, 2003

2.10 Access to housing and social services

Table 2.11 reflects access to water by KwaZulu-Nataiseholds during the years 2001 to 2007. The
number and proportions of households with acceggped water have increased steadily, while thdse o
households with no access to piped water have asedesince 2001, albeit with fluctuations here and
there. The portion of households that is unaccalifdeis also decreasing steadily, reflecting inveah
data management, which is vital for sound monigpeind evaluation of service delivery in the proeinc
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Table 2.11: KwaZulu-Natal household access to water by source, 2001 - 2007

Households by water source 2001 2002 2003 2004 2005 2006 2007

Piped water in dwelling 658 806 820 830 935 914 966
Piped water on site/neighbour's tap 461 506 624 614 654 732 672
Public tap/rain water tap 520 330 357 425 424 466 478
No access to piped (tap) water 594 227 230 258 79 265 188
Unspecified 0 320 297 253 365 265 233
Total households R000 2233 2189 2328 2380 2457 2642 2537
Proportions 2001 2002 2003 2004 2005 2006 2007

Piped water in dwelling 29.5 36.8 35.2 34.9 38.1 35.3 38.1
Piped water on site/neighbour's tap 20.7 231 26.8 258 26.6 28.3 26.5
Public tap/rain water tap 23.3 15.1 15.3 17.9 17.3 18.1 18.8
No access to piped (tap) water 26.5 10.4 9.9 10.8 32 8.2 7.4
Unspecified 0.1 14.6 12.8 10.6 14.9 10.2 9.2
Total households R000 100 100 100 100 100 100 100

Source: Statistics South Africa, 2002 & 2008

In a similar manner, the numbers and proportionshafiseholds housed on a separate stand have
increased from 916 000 in 2001 to 1.3 million iM20This category constitutes slightly more thalf ha
the number of households in the province (Tabl@)2.The issue of mushrooming informal settlements
has also been contained within seven per cent, givaving rapidly in 2005. The peak of 13.1 pertdan

the Unspecifiechousing in 2007 is of concern, and will surelydaalt with in the coming years.

Table 2.12: KwaZulu-Natal household by type of dwelling, 2001 - 2007

Type of dwelling (000) 2001 2002 2003 2004 2005 2006 2007

House on separate stand 916 1085 1148 1098 1135 1289 1307
Traditional dwelling 609 439 534 566 569 589 288
Flat in block of flats 195 172 184 191 177 254 190
Town/cluster/semi-detached house 72 34 93 78 50 30 25
House/flat/room in backyard 67 77 45 59 58 78 102
Informal dwelling/shack in backyard 49 75 28 52 48 93 34
Informal dwelling/shack elsewhere 177 173 174 166 315 135 177
Room/flatlet on shared property 25 118 114 164 96 91 83
Unspecified 124 16 8 6 9 30 331
Total number of households 2234 2189 2328 2380 2457 2589 2537
Type of dwelling (%) 2001 2002 2003 2004 2005 2006 2007

House on separate stand 411 49.6 49.3 46.1 46.2 49.8 51.5
Traditional dwelling 27.3 20.1 229 23.8 232 22.8 114
Flat in block of flats 8.7 7.9 7.9 8.1 7.2 9.8 7.5
Town/cluster/semi-detached house 3.2 1.6 4.1 3.3 2.1 1.2 1.1
House/flat/room in backyard 3.1 35 1.9 2.5 24 3.1 4.1
Informal dwelling/shack in backyard 22 34 1.2 22 21 3.6 1.3
Informal dwelling/shack elsewhere 7.9 7.9 7.5 7.1 12.8 52 7.1
Room/flatlet on shared property 1.1 54 49 6.9 3.9 35 33
Unspecified 5.5 0.7 0.3 0.3 0.4 12 13.1
Total number of households (%) 100 100 100 100 100 100 100

Source: Statistics South Africa, 2002 & 2008

In conclusion, while the socio-economic analysididates some positive trends in terms of access to
basic services, poverty levels and literacy ratesso indicates that the province has serioudlarges,
such as reducing income inequality, reducing thiel$eof unemployment and improving life expectancy.
It is therefore important that the provincial fisstance addresses these challenges.
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3. THE FISCAL FRAMEWORK AND DIVISION OF REVENUE FOR THE 2009/10
MTEF PERIOD

3.1 Background

Section 214(1) of the Constitution of South Afritecessitates that, every yeaBigision of Revenue Act
determines the equitable division of nationallysea revenue between the three spheres of government
This section of the Constitution is further suppdrtoy Section 9 of théntergovernmental Fiscal
Relations Act (Act No. 97 of 1997¥hich promotes co-operative governance of fisbatjgetary and
financial matters, by prescribing the process fetednining the equitable sharing and allocation of
revenue raised nationally.

In terms of Section 214, an equitable system dficadrand horizontal division of the centrally aited
revenue is essential for the creation of a baldoetveen the three spheres of government. The
mechanism that has been developed to meet thistoigjés dependent on functions, social and ecooomi
developmental needs and spatial and age distribatigoopulation in the provinces, and the country a
large.

The vertical division of revenue among the threlgesps of government — national, provincial andlleca
is based on value judgement and not on any predeted formula. This division of revenue is
determined through annual consultative processesvimg the Budget Council, the Financial and Fisca
Commission (FFC) and the National Treasury. Howetee horizontal division of revenue among
provinces, as well as municipalities, is formuladd, and this is further explained in SectionsaB@ 3.4
below.

3.2 Division of revenue and fiscal framework

The division of revenue for the 2009/10 MTEF periwds done in the context of the government’s
priorities, the revenue raising capacity and fuor@l responsibilities of each sphere of governmemd,

the decisions of the various inter-governmentah.farhe budget policy framework that underpins the
2009/10 MTEF division of revenue continues to seakanced economic growth and people-centred
development through strategic economic investn@ogressive realisation of basic social rights, byd
improving public sector governance and servicevaeji

Table 3.1 below gives the division of revenue betwéhe three spheres of government for the 2009/10
MTEF.

The annual growth rate in the main budget experdlitsi expected to peak at 17.1 per cent in 2008/09.
Over the 2009/10 MTEF, it is projected to increbgen annual average growth rate of approximately 1
per cent. The percentage share of national deparsrdecreases marginally over the MTEF periochet t
expense of growing provincial and local governnsdrares.

The increase in the provincial equitable sharecation is mainly to provide for improvements in the
delivery of social servicesjz., Education, Health and Social Development.
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Table 3.1 Division of revenue between spheres of government, 2005/06 — 2011/12

2005/06 2006/07 2007/08 2008/09 2009/10 201011 2011112
R million Outcome Revised Medium-term estimates
Estimate
National departments 192 425 210168 242632 288 277 343077 352 788 361255
Provinces 156 665 181331 208 669 247729 284519 309 704 335925
Equitable share 135292 150 753 172 862 204 010 231051 253 670 272934
Conditional grants 21374 30 578 35808 43719 53468 56 034 62991
Local government 16 682 26 501 37 321 43 620 49 698 57722 64 964
Equitable share 9643 18 058 20676 25 560 23 847 29 268 31890
Conditional grants 7038 8443 16 645 18 060 19 052 20912 24 543
gmx)l;:;é ;evy sharing with metropolitan B B B _ 6800 7542 8531
Non-interest allocations 365772 418 000 488 622 579 626 677 295 720 214 762145
Percentage increase 14.4% 14.3% 16.9% 18.6% 16.9% 6.3% 5.8%
State debt cost 50912 52192 52877 54 281 55268 60 140 66 826
Contingency reserve - - - - 6000 12 000 20000
Main budget payments 416 684 470 192 541499 633 907 738 563 792 354 848 971
Percentage increase 13.1% 12.8% 15.2% 17.1% 16.5% 7.3% 7.1%
Percentage shares
National departments 52.6% 50.3% 49.7% 49.7% 50.7% 49.0% 47.4%
Provinces 42.8% 43.4% 42.7% 42.7% 42.0% 43.0% 44.1%
Local government 4.6% 6.3% 7.6% 7.5% 7.3% 8.0% 8.5%

The bulk of the conditional grant allocation to yirwes over the 2009/10 MTEF is allocated to fund
various Health sector initiatives such as healtbfgssionals training and development, hospital
revitalisation and forensic pathology services. Qe 2009/10 MTEF, 30.6 per cent of the conditiona
grant allocation goes to the Health sector. Thiolowed by Housing in relation to its Integrated
Housing and Human Settlement Development grant, thedeafter by the Infrastructure Grant to
Provinces. This can be seen in Table 3.6. The diulke increase in the conditional grant allocatiaiso
occurred against these categories, and this caedre in Table 3.5. The conditional grant allocation
the local government sphere in the 2009/10 MTERors municipal infrastructure, public transport
infrastructure and the national electrification gnaamme, there is continuing funding for water segsi
regional bulk infrastructure, 2010 World Cup stadiévelopment, water sanitation services to schamads
clinics, and the electrification of schools andnids. The MTEF also sees the introduction of the
Electricity Demand Side Management grant and alRueasport Infrastructure grant.

Table 3.2 below summarises the additional fundif@rated to the three spheres of government against
the 2008/09 MTEF baseline allocations.

A total of over R160.622 billion has been addeth® baseline allocations of the three spheres tiner
2009/10 MTEF period. Although resources are alwhysted, the addition of R160.622 billion is
sizeable. As such, all spheres of government mustire that this considerable amount of additional
funding is translated into increased level and iguaf service to the public, in particular to tbeprived
population.

Table 3.2 Changes over baseline, 2009/10 - 2011/12

R million 2009/10 2010111 201112

National departments 45138 32105 24 299
Provinces 13293 12 842 21650
Local government 2032 2850 6412
Allocated expenditure 60 463 47797 52 362
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3.3 Provincial equitable share

Provinces’ revenue is made up of national transiatsown-receipts. The bulk of national transfennie

in the form of an equitable share allocation, amel halance comes from conditional grants (see Table
3.1). Unlike the division of revenue between theesps of government (vertical split) which is based
value judgement, the provincial equitable sharecalion of the nationally raised revenue is formula
driven.

The formula used to divide the equitable share &ehnprovinces is objective-based and redistribuie
design. The formula is reviewed and updated amypuadised on the latest available data. For the/2009
MTEF, the structure of the formula, as well as thstribution of weights by components, remains
unchanged, as listed below:

Component Share (weighting)
Education share - based on the size of the school-age population (ages 5 — 17) and the number of learners (Grade R

to 12) enrolled in public ordinary schools 51 per cent
Health share — based on the proportion of the population with and without access to medical aid 26 per cent
Basic share - derived from each province’s share of the total population of the country 14 per cent
Institutional component - divided equally among the provinces 5 per cent
Poverty component — used to reinforce the redistributive bias of the formula 3 per cent
Economic Activity component — based on the final Gross Domestic Product by Region (province) data 1 per cent

Although the structure of the formula remains umgjeal, the data used in the formula was influenged b
the use of latest available information. For the2MTEF, the equitable share formula has been epdat
with the 2008 mid-year estimates, 2008 EducatioapS8urvey, 2007 General Household Survey, the
2006 GDP-R and the 2005 Income and ExpenditureeSueS). The impact of these assessments is to
be phased in over three years (i.e. from 2009/2D1d/12).

The Education component continues to take into wtcthe size of the school-age population (age 5 -
17) based on Census 2001, and the total numbeaafdrs (Grade R to 12) enrolled in public ordinary
schools, drawn from the 2008 Snap Survey to refigletive demand for education, with each element
assigned a weight of 50 per cent. The enrolmentaeusifrom this survey indicated a reduction inrear
numbers in KwaZulu-Natal by 77 458 learners. Thisufted in the weighted shares of enrolment for the
province reducing by 0.3 per cent.

The Health component continues to take into acctlmtproportion of the provincial population on
medical aid and the proportion of the province eimedical aid. This was updated to take into astou
the General Household Survey of 2007, as undertéiyestats SA. The 2008 mid-year population
estimates are used to update the sub-componemlgedhout medical aid”. The impact of the newadat
results in a decline in weighted shares for KwaAuial.

The Basic share, which is derived from the proviahare of the total population of the countryswa
updated with the mid-year population estimatesasadd in July 2008, instead of the 2007 Community
Survey. This has resulted in a negative changharesof the population of KwaZulu-Natal.

The Institutional component remains unchanged &s ihdependent of data (i.e. it is equally divided
between the provinces).

The Poverty component is updated with the 2005 IES.

Finally, the Economic Activity component was updhtsith the 2006 Gross Domestic Product per
Region (GDP-R) data.
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The impact of the above revisions to the data urselde formula, on provinces’ shares of the natigna
raised revenue, is shown in Table 3.3 below. Tleesbf the KZN province for the 2008/09 division of
revenue was 21.7 per cent. The updated figurehefférmula have resulted in a decrease in the
province’s share of nationally raised revenue, Whitands at 21.6 per cent in 2009/10, and decréases
21.5 per cent in 2011/12, in a phased-in appro@bk. financial implications of these are reflectad i
Table 3.4 below, which gives the shares of thezootal division of revenue among provinces in rand
terms.

Table 3.3: Components and shares of equitable share formula by provinces

Education Health Basic Poverty Economic Activity| Institutional Weighted
Average
51% 26% 14% 3% 1% 5% 100%

Eastern Cape 16.8% 13.8% 13.5% 16.7% 7.8% 1.1% 15.2%
Free State 5.7% 5.8% 5.9% 6.1% 5.4% 1.1% 6.0%
Gauteng 15.1% 20.5% 21.5% 15.0% 33.6% 1.1% 17.4%
KwaZulu-Natal 23.0% 21.2% 20.8% 22.2% 16.3% 1.1% 21.5%
Limpopo 14.2% 11.4% 10.8% 14.2% 6.8% 1.1% 12.8%
Mpumalanga 8.5% 7.5% 74% 8.7% 6.8% 1.1% 8.2%
Northern Cape 2.2% 2.3% 2.3% 2.6% 2.2% 1.1% 2.7%
North West 6.5% 7.2% 7.0% 8.2% 6.4% 1.1% 71%
Western Cape 8.2% 10.2% 10.8% 6.2% 14.6% 11.1% 9.2%
TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Table 3.4:  Provincial equitable shares allocations, 2009/10 - 2011/12

R million 2009/10 2010111 2011112

Eastern Cape 35940 38983 41431
Free State 14 236 15 466 16 465
Gauteng 38 897 43 336 47 305
KwaZulu-Natal 49990 54742 58 748
Limpopo 29 861 32568 34 807
Mpumalanga 19 005 20819 22 351
Northern Cape 6193 6801 7320
North West 16 121 17814 19290
Western Cape 20 807 23140 25217
Total 231051 253 670 272934

3.4 Conditional grants to provinces

Conditional grants to provinces are classified tmto types, namely Schedule 4 and 5 grants, whéste h
different governance arrangements. Schedule 4g@et more general grants that supplement various
programmes also funded by provinces, and includdrifrastructure Grant to Provinces which aims to
address backlogs in provincial infrastructure. Sfanand spending accountability arrangementsrdiffe
each case. More than one national or provinciabdepent may be responsible for different outputs
expected from the grant, so accountability is bevaghd more comprehensive, and related to entire
programmes rather than specific projects. Schesiglents are specific purpose conditional grantty w
specific responsibilities for both the transferrangd receiving accounting officers.

Some changes were made to the conditional grantefrerk for the 2009/10 MTEF. A few new
conditional grants were introduced and are discubsefly here. The Public Transport Operationngra
introduced under the Department of Transport, towalfor improved monitoring and control of
expenditure related to bus subsidies and othespiah operations. This was previously funded on an
agency basis. The Expanded Public Works Progranmaentive grant was introduced under the
Department of Works and is aimed at providing itiees for provinces to increase labour intensive
employment through programmes that maximise johtme and skills development. The Department of
Housing receives a new conditional grant in 2009rtnely the Housing Disaster Management grant,
which was provided to deal with damage causeddtsroy recent storms in the province.
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Further, the Infrastructure Grant to Provincesudek a specific allocation over the MTEF for Gréde
infrastructure and special schools infrastruct&ight should also not be lost of the fact that2868/09
Adjustments Estimate also saw the introduction oiuenber of new grants, some of which have carry
through costs into the 2009/10 MTEF. These areSthei Pass Road grant (under the Department of
Transport) and the Ilima/Letsema Projects granti¢uithe Department of Agriculture and Environmental
Affairs).

Table 3.5 shows the revisions to conditional gravitech amount to R7.708 billion, R5.478 billion and
R9.801 billion over the next three years for ah\pnces. The 2009/10 MTEF additional allocationsnse

to be distributed fairly broadly, with the largastare over the MTEF going to the InfrastructurenBta
Provinces and the Gautrain Loan grant, followedhs National School Nutrition Programme and the
Integrated Housing and Human Settlement Developmerit. The increases in these grants account for
just below 70 per cent of the additional conditiogaant funding over the 2009/10 MTEF. The
conditional grants listed in Table 3.5 are distidaliacross all provinces, using the provincial &dué
share formula presented in the last column of T8Beabove, with the exception of province specific
grants such as the Health Disaster Response (ehglemt and the Gautrairoén grant.

Table 3.5: Revisions to conditional grant baseline allocations, 2009/10 - 2011/12

R million 2009/10 201011 201112

Agricultural Disaster Management grant 60 - -
Comprehensive Agriculture Support Programme 87 105 177
llima/Letsema Projects grant 50 200 400
National School Nutrition Programme 583 1322 2097
Technical Secondary Schools Recapitalisation grant - 80 200
Comprehensive HIV and AIDS grant 200 325 407
Health Disaster Response (cholera) grant 50 - -
Hospital Revitalisation grant 124 265 339
National Tertiary Services grant 81 95 58
Housing Disaster Management grant 150 - -
Integrated Housing and Human Settlement Development grant m 804 2146
Infrastructure Grant to Provinces 453 1234 2456
Gautrain Loan grant 4200 - -
Expanded Public Works Programme Incentive grant 151 400 800
Gautrain Rapid Link grant 325 23 -
Public Transport Operations grant 483 624 720
Total 7708 5478 9801

Total revised conditional grant allocations by &f@nring national departments to provinces aredisih
Table 3.6 below. Taking into account the additiorede to the baseline allocation, the total conal#io
grant allocations amount to R53.468 billion in 20@) R56.034 billion in 2010/11 and R62.991 billion
in 2011/12. The provincial shares of these condifiagrant allocations are presented and explained i
Section 6 of this document.

The 2009/10 MTEF sees the introduction of three m®nditional grants, these being the Housing
Disaster Management grant for houses damaged bysin late 2008 and early 2009 administered by
the Department of Housing; the Expanded Public Wd&tkogramme Incentive grant to be administered
by the Department of Works, which aims to provideeintives to provinces to increase labour intensive
employment through programmes that maximise jolatme and skills development; and the Public
Transport Operations grant, which is introducedatiow for improved monitoring and control of
expenditure related to bus subsidies to operaldns. was previously administered by provinces on an
agency basis.
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Table 3.6: Revised conditional grant allocations to provinces by national departments, 2009/10 - 2011/12

R million 201011 2011112
Agriculture 876 1117 1437
Agricultural Disaster Management grant 60 - -

Comprehensive Agricultural Support Programme grant 715 862 979
llima /Lestema Projects grant 50 200 400
Land Care Grant 51 55 58
Arts and Culture 441 494 524
Community Library Services grant 44 494 524
Education 2572 3931 4978
HIV and AIDS (Life Skills Education) grant 177 188 199
National School Nutrition Programme grant 2395 3663 4579
Technical Secondary Schools Recapitalisation grant - 80 200
Health 15578 18 013 19172
Comprehensive HIV and AIDS grant 3476 4312 4633
Forensic Pathology Services grant 492 557 590
Healt Disaster Response (cholera) grant 50 - -
Health Professions Training and Development grant 1760 1865 1977
Hospital Revitalisation grant 3186 3881 4172
National Tertiary Services grant 6614 7398 7799
Housing 12 592 15027 17 222
Housing Disaster Management grant 150 - -
Integrated Housing and Human Settlement Development grant 12442 15027 17222
National Treasury 13449 11315 13091
Infrastructure Grant to Provinces 9249 11315 13091
Gautrain Loan grant 4200 - -
Public Works 1148 1496 1962
Devolution of Property Rate Funds Grant to Provinces 997 1096 1162
Expanded Public Works Programme Incentive grant 151 400 800
Sport and Recreation South Africa 402 426 452
Mass Sport and Recreation Participation Programme grant 402 426 452
Transport 6409 4215 4153
Gautrain Rapid Rail Link grant 2833 3 -
Overload Control grant 10 1 -
Public Transport Operations grant 3532 3863 4153
Sani Pass Road grant 34 - -
Total 53 468 56 034 62 991

3.5 The local government equitable share and grants

Municipalities have a constitutional mandate taweglcrucial services that meet the public servieeds

of all, while facilitating local economic developmewithin their jurisdiction. Significant progreseas
been made in ensuring that municipalities are iefiity funded to continue the roll-out of infrastture
and services on a sustainable basis. Followingdhision and implementation of a new equitable shar
formula, which was fully implemented during 2007/@8d the ongoing review of the local government
fiscal framework, there is a continuing rise indbgovernment’s share of nationally raised revenue.

As part of an ongoing review of the local governimigscal framework, the sharing of the general fuel
levy is phased in over the next three years. Thal lgpovernment equitable share formula is alsoshegl
to improve horizontal equity in the allocation st resulting in considerable increases in thecation

to poorly resourced municipalities over the MTEF.

The equitable share allocation to the local sploérgovernment is an important supplement to exgstin
municipal revenue and takes into account the fisegacity, fiscal efficiency, developmental needs,
extent of poverty and backlogs in municipalities,the extent that such information is availablee Th
local government equitable share formula itsethesle up of the following components:
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« Basic services component — The purpose ob#dsic services componestto assist municipalities to
provide basic services (such as water, sanitaéil@ctricity, refuse removal) to poor households and
to meet municipal health service needs for all.

« Development component — This component has beeatsairo since the inception of the current
formula and will remain inactivated until a suitalfactor can be found that adequately captures the
development needs of local government.

« Institutional support component — Thestitutional support componerdims at mainly low- or
medium-capacity municipalities, which are often hirato raise sufficient revenue to fund the basic
costs of administration and governance.

« Revenue raising capacity correction — This compbtekes into account income from property rates,
the general fuel levy for metropolitan municipagiand the RSCL/Joint Services Board (JSB) levy
replacement grant for district municipalities.

- Stabilisation factor — With the publication of thrgear budget allocations, a guarantee mechanism is
applied to the indicative outer-year baseline an®with the aim of ensuring that municipalities are
given what was indicated in the previous MTEF roohdllocations, as far as possible, given overall
budget constraints.

Table 3.7 reflects the national allocations to lagavernment, which grow from a revised allocatafn
R45.887 billion in 2008/09 to R52.579 billion, R665 billion and R68.562 billion in 2009/10, 2010/11
and 2011/12, respectively.

Table 3.7: National transfers to local government, 2005/06 — 2011/12

2005/06 2006/07 2007/08 2008/09 2009/10 201011 201112
Outcome Revised Medium-term estimates

R million estimate

Direct transfers to local government

Equitable share and related 9808 18 444 21318 26 546 24 826 29 838 32270
Equitable share' 9643 18 058 20676 25 560 23 847 29 268 31890
Water and sanitation operating 165 386 642 986 979 570 380

Infrastructure 6286 7447 15127 16 677 16 864 19 001 22 446
Municipal infrastructure grant 5436 5938 8754 8620 11085 12529 15069
Public transport infrastructure land systems 242 518 1174 3170 2418 4290 5149
National electrification lprogramme 297 391 462 494 933 1020 1097
Neighbourhood development partnership grant - - 41 80 582 630 840
2010 World Cup stadia development - 600 4605 4295 1661 302 -
Disaster relief 311 - - - - - -
Rural Transport grant - - - 9 10 10 1
Electricity demand-side management - - - - 175 220 280
Municipal drought relief fund - - 9 9 - - -

Current transfers 588 610 875 397 8009 8883 10 248
General fuel levy sharing with metro municipalities - - - - 6800 7542 8531
Capacity building and other current transfers 588 610 875 397 1209 1341 1717

Sub total direct transfers’ 16 682 26 501 37 320 43 620 49 699 57722 64 964

Indirect transfers to local government
Regional bulk infrastructure - - 300 450 612 839 1475
Backlogs in electrification of clinics and schools - - 45 90 150 - -
Backlogs in water & sanitation at clinics and schools - - 105 210 350 - -
National electrification programmelprogramme 783 893 973 1151 1478 1769 1902
Neighbourhood development partnership grant - 50 61 47 80 125 100
Electricity demand-side management - - - - 75 110 120
Capacity building and other current transfers 970 493 543 319 135 - -

Sub total indirect transfers 1753 1436 2027 2267 2880 2843 3598

Total 18 435 27937 39347 45 887 52 579 60 565 68 562

1. Includes main local government equitable share and RSC/JSB replacement grant
2. Reflects local government's share of the division of revenue.
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The national allocations to local government arelenap of direct and indirect transfers. Only theecti
transfers are appropriated in the Division of Reseict, while the indirect transfers relate to inek
transfers and are therefore off-budget. Direct dfens to local government come in the form of
discretionary equitable share allocations and ¢mdil grants.

The equitable share allocation increases signifigdrom R20.676 billion in 2007/08 to R31.89 hilk

in 2011/12. This increased allocation recognisedsritadequacy of fiscal capacity in a significantiver

of municipalities which are in rural areas andsash, do not have a sizeable ratepayers’ basevifuoh

to generate sufficient revenue. More often than ti@se municipalities have the greatest developmen
needs.

The infrastructure conditional grants also increfase R15.127 billion in 2007/08 to R22.446 billiam
2011/12. This is mainly due to the Municipal Infrasture grant and the Public Transport Infrastrrect
grant that grow from R8.754 billion and R1.174ibil in 2006/07 to R15.069 billion and R5.149 bitlio
in 2011/12, respectively.

26



4. Provincial Budget Process and the Medium-termpeaxliture Framework

4. PROVINCIAL BUDGET PROCESS AND THE MEDIUM-TERM E XPENDITURE
FRAMEWORK (MTEF)

4.1 The 2009/10 MTEF budget process in brief

4.1.1 Treasury Guidelines circular

The preparation and distribution of theeasury Guidelineslocument marked the start of the 2009/10
MTEF budget process. This document explains they&lamework and format which departments must
use to prepare the 2009/10 MTEF budget submissions.

The 2009/10 budget process continued to focus ercdmpilation of reprioritised budgets and service
delivery that are aligned with the Provincial SpaEconomic Development Strategy (PSEDS). Again, as
in previous budget processes, departments wereestglito provide the spatial spending and service
delivery within the District Municipal Areas, and tonsider the budget proposals received from the
public entities. This approach was building on pras years’ budget reforms. The social sector
departments, being Health, Education and SociakDewment, were requested to cost the agreed nhationa
priorities which require additional funding, as et to cost a maximum of four provincial ‘Initiegis’.

The other departments were requested to identifycast a maximum of four ‘Initiatives’ as identifie
through the PSEDS mapping process and the Proli@ahinet Indaba. The public entities were also
given the opportunity to cost two ‘Initiatives’.

4.1.2 Initiative measurement criteria

The measurement tool used in prior budget procesassagain used to assess requests for additional
funding, and this was used as an indication of hdretrequests for additional funding should be
supported in principle, or not. As such, eachatiie was rated against the following seven cateri

« Evidence that the initiative contributes to goveemtpolicy priorities;
» Credible service delivery information;
« Alignment of the initiative to the core functionktbe department;

- Evidence that the department underwent thoroughorgisation with a view to fund part of the
initiative from within budget;

» Is the costing / initiative realistic;

« Has there been consistent under-spending (by aimafgnore than 3 per cent) over the last 2-3
years; and

« Adequate political involvement in the budget foratidn process.

Of the seven criteria, the first three were congideas mandatory and had to be complied with if an
initiative was to be considered. In addition testhan initiative had to satisfy at least threehef liast four
criteria. In terms of the rating exercise, eaclhef first three criteria translated to ‘2’ poinfcomplied
with, and a ‘0’ if not. The remaining criteria wesevarded ‘1’ point if complied with, and a ‘0’ ifoh A
higher score was accorded to the first three @aitemply because they were seen as being esséehtial
initiative therefore could score a maximum of 10ng®or 100 per cent. An initiative was only sugpdr

in principle if it scored 90 per cent or more.

27



Budget Statement 1

4.1.3 Allocation process

The Medium-Term Expenditure Committee (MTEC) methwinost departments in October 2008. The
MTEC for this 2009/10 MTEF cycle took a slightlyfférent form to previous years, in that it was not
used to discuss the departments’ requests foriadalitftunding, but simply to review their repridsied
budget. This was largely brought about by the tlaat the province’s equitable share was reducedaue
a change in the equitable share formula as a refulata changes. As a result of this, as wellhas t
requirement to fully fund national priorities arfietcarry-through costs from the 2008/09 Adjustments
Estimate, there were no further funds availabléutal any provincial priorities. Table 4.1 then slynp
indicates the departments’ requests for additiéuadling for the 2009/10 MTEF. As mentioned, these
could not be considered for approval by the MTEE tiuthe tight fiscal framework.

It is worthwhile noting though, that in spite ofeable growth rates already in their baseline bisdgee
Table 4.3), departments requested, in total, R2killibn, R3.801 billion and R4.994 billion overgh
2009/10 MTEF (a total of R11.576 billion over thede years of the MTEF). Although most of the
requests for additional funding were based on squimttiples and fared well when assessed in tefms o
the criteria mentioned above, the tifistuscould not accommodate the funding requests.

With the exception of the Departments of Economiev&opment, Health, Local Government and
Traditional Affairs and the Royal Household, albdements submitted requests for additional funding
with the largest coming from the Department of Edion. This department requested an additional
R7.089 billion over the 2009/10 MTEF to further dua number of national priorities, such as the
expansion of Grade R in public schools and the msipa of inclusive education to accommodate
learners with special needs, among others. Fundieg also requested for some provincial priorities,
namely the expansion of provincial examination adstiation and provision of non-school buildings.

The Department of Health did not submit a requestafiditional funding, choosing rather to commit
itself to identifying initiatives that will cut cts, as opposed to expanding services, in the dufismal
climate within the department.

The second largest request for additional fundih@®b.895 billion then came from the Department of
Transport to fund a number of provincially deteredrpriorities, such as the continued constructibn o
roads such as the John Ross highway, the roadndedol Dube TradePort and the King Shaka
International Airport and the Sani Pass. Funding w#s0 requested for the construction of access
facilities such as pedestrian bridges and roadsact® provide communities access to public faesiti
such as schools, clinics, police stations, etc. ddmartment also requested funding for the enhag@coem
of road safety awareness and law enforcement hieae a reduction in accidents and fatalities.

Table 41 Summary of additional funding requested by departments

Amounts requested

R000 2009/10 201011 2011112 Total
Office of The Premier 152 256 37 067 26744 216 067
Provincial Legislature 64 230 54 744 28349 147 323
Agriculture and Environmental Affairs 203 147 213621 322535 739 303
Economic Development - - - -
Education 1437 480 2242116 3410363 7089 959
Provincial Treasury 131 350 98 744 100 182 330 276
Health - - - -
Housing 11000 95 450 67915 174 365

Community Safety and Liaison 24 600 24776 25693 75069
The Royal Household - - - .
Local Government and Traditional Affairs - - - .
Transport 457 000 730 000 707 715 1894715

Social Development 84 755 78 472 79 166 242 393
Works 40639 39320 43541 123 500
Arts, Culture and Tourism 110 246 119016 109 569 338 831
Sport and Recreation 64 101 67 949 72025 204 075
Total 2780 804 3801275 4993797 11 575 876
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In November 2008, the Ministers’ Committee on thed&et (MinComBud) meeting was convened to
consider the 2009/10 provincial fiscal frameworklikle other years, the discussions were not based o
any recommendations made by MTEC, as the proviitteat have additional funds to be distributed to
departments. This was brought about by the redudtidhe equitable share due to data changes which
inform the equitable share formula, as mentionexvab

While additional funding was provided to the praen it was clearly “ring fenced” for distributioo t
nationally identified priorities affecting mainlyedlth and Education. The provincial fiscal framekvor
was further impacted on, on the revenue side, bgdaction in the projected own revenue collection,
largely brought about by the province’s high spagdin 2007/08 and 2008/09 (mainly due to the
Department of Health), which then had a negativaaich on the projected interest income to be catbct
by the province.

As such, because of the reductions in the equitabége due to the province, the province’s fiscal
envelope was reduced by R239.735 million in 2009R623.82 million in 2010/11 and R699.361
million in 2011/12. Added to this, was the redusticn provincial own revenue in 2009/10 by
R74.316 million. At the same time, new funding wasvided for nationally identified policy prioriseof
R1.639 billion in 2009/10, R2.127 billion in 201@/&nd R3.194 billion in 2011/12. When providingsthi
additional amount to thiéscus it did not take into account the reduction of ginevince’s equitable share,
thereby meaning that the initial reduction of thguitable share had to be financed from within the
province’s current baseline, while also fully fimamy the nationally determined policy priorities.

Faced with this challenge, the MinComBud agreetttieprovince should:
«  Fully fund the carry-through costs of the 2008/G§ustments Estimate;

«  Fund the carry-through of the higher than anti@da2008 wage agreement (for which insufficient
funding was provided by the National Treasury dgrine 2008/09 Adjustments Estimate, thereby
requiring substantial co-funding from within theopince’s existindiscug;

e Provide funding for the nationally determined secpwiorities for Education, Health, Social
Development and Transport; and

- Make provision for the Political Parties fund ame tProvincial Legislature’s baseline adjustment
(based on extensive research into the baselinethef provincial legislatures), as well as a number
of other smaller provincial priorities such as ptjUnembezawhich is administered by the
Provincial Treasury.

The recommendations were endorsed by MinComBudnaard subsequently approved by Cabinet. The
details of the additional allocations over the 2009 TEF, per department, are provided in Table 4.4

Subsequent to this, the province was notified ofuether reduction of the equitable share by
R432.438 million in 2009/10, R539.165 million in1011 and R645.338 million in 2011/12. This was
brought about by the current economic climate whgchlso having an impact on National Treasury’s
ability to collect revenue to the level originaltyojected. As such, if the spending levels of pmoes
were to remain unchanged, the budgeted deficit dvimadrease to about 4 per cent in 2009/10.

Given the difficulties in financing such a largefidié, a decision was taken to reduce spending by

R18 billion (across all spheres of government)ndfating into a reduction of R7.5 billion in equita
share across all nine provinces.
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4.2, Provincial Fiscal Framework

Table 4.2 shows a summary of the provincial fistamework for the 2009/10 MTEF budget. The
difference (section 1 of the table) between theeliaes allocations and the revised allocations el
additional resource made available to the province.

The provincial equitable share allocation increasesr the MTEF, by R967.754 million in 2009/10,
R1.064 billion in 2010/11 and R1.85 billion in 2@12. Several conditional grant allocations increase
over the MTEF, such as the allocations of the biftacture Grant to Provinces (with an additional
allocation for Grade R infrastructure and specigho®l infrastructure), National School Nutrition
Programme, Hospital Revitalisation grant, Integtadtiousing and Human Settlement Development grant
and the National Tertiary Services grant. In additifive new conditional grants were introducedk th
llima/Letsema Projects grant under the Departmémtguiculture and Environmental Affairs, the Sani
Pass Road grant and the Public Transport Operagoast under the Department of Transport, the
Housing Disaster Management grant under the Depattof Housing and the Expanded Public Works
Programme Incentive grant under the Department afé/

There was a considerable downward revision in tleipcial own receipts in 2009/10, which is mainly
attributable to the province’s high spending in 208 and continued high spending in 2008/09 (mainly
by the Department of Health), which has had a meg@nhpact on the province’s cash balances, wigh th
resultant negative impact on the collection ofriast income.

Table 4.2: Summary of Provincial Fiscal Framework

R000 2009/10 2010111 2011112
1. Receipts
Baseline Allocation 58 055 268 64016 931 67 348 629
Transfer receipts from national 56 335 923 62 166 686 65 387 369
Equitable share 49022 008 53 678 048 56 898 731
Conditional grants 7313915 8488638 8488638
Provincial own receipts 1719 345 1850 245 1961260
Increase / (Decrease) in allocation 2407 685 2228 059 4333 089
Transfer receipts from national 2482001 2159510 4224781
Equitable share 967 754 1064 406 1849614
Conditional grants 1514 247 1095 104 2375167
Provincial own receipts (74 316) 68 549 108 308
Revised allocation 60 462 953 66 244 990 71681718
Transfer receipts from national 58 817 924 64 326 196 69 612 150
Equitable share 49989 762 54742 454 58748 345
Conditional grants 8828 162 9583742 10 863 805
Provincial own receipts 1645029 1918794 2069 568
2. New funding available for distribution (excluding conditional grants) 893 438 1432955 1957 922
Equitable share 967 754 1064 406 1849614
Provincial own receipts (74 316) 68 549 108 308
3. "Less Non-discretionary Expenditure Responsibilities 1982 485 2382 003 3557 405
Carry-through costs of 2008/09 Adjustments Estimate 29315 30472 32458
Inflationary Adjustments (Higher than anticipated wage agreement, LTSM and Medical G&S) 1277938 1380 199 1365 249
Provincially identified priorities 211172 90 059 81308
Funding of national spending priorities (2009/10 priorities) 464 060 881273 2078 390
4."Surplusi{Deficit) [2-3] (17089 047) (1249 048) (1599 483)
Add Re-allocation from baseline budgets 1089 047 1249 048 1599 483
Growth Fund 543 000 652 070 652 070
SMME Fund 193 950 187 487 280 404
Co-operatives Fund 234 550 170 326 261310
Dube TradePort - 205 648 345 338
Reprioritisation of funds - Interest overdraft and arts centres 117 547 33517 60 361
5. Net discretionary funding available for allocation to provincial priorities

Section 2 of Table 4.2 gives the new funding awedor distribution, amounting to R893.438 million
R1.133 billion and R1.958 billion over the 2009NITEF.

As mentioned above, the non-discretionary experaitesponsibilities, which were agreed to by
MinComBud and approved by Cabinet, are as follows:
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« Carry-through costs of the 2008/09 Adjustmentsrizstie — this caters for the carry-through costs of
any adjustments in departments’ budgets in the /2@0&djustments Estimate. Details of these
allocations are listed in Table 4.4 below.

« Inflationary adjustments relating to the highemtlzaticipated 2008 wage agreement, learner teacher
support material and medical goods and services;

- Other commitments relating to specifically provaidty identified priorities such as the Political
Parties’ Fund, Projedinembezaan adjustment to the Provincial Legislature’sefias to bring it in
line with the baselines of other provincial legistas, the once-off provision in 2009/10 to fund th
special allowance for Members of the Provincial islgure whose tenure may be affected by the
upcoming elections, funding towards the Amafa Miladia Centre, etc.

« Funding for the nationally determined sector ptiesi for Education, Health, Social Development
and Transport for the following:

o In Education, extension of the No Fee policy toggBools, expansion of teachers to reduce the
teacher/learner ratio in Q1 schools, and suppdrtdosive education;

o In Health, personnel costs (OSD shortfall for nsyses well as OSD for doctors and specialists),
tuberculosis MDR/XDR, reducing infant and child nadity and general health capacity;

o In Social Development, early childhood developmant, lastly

o In Transport, roads and economic functions.

As can be seen from Section 4 of Table 4.2, ati&mg into account the above non-discretionary
expenditure responsibilities, the province is Veth a deficit of R1.089 billion in 2009/10, R1.248lion

in 2010/11 and R1.599 billion in 2011/12 (largehpight about by the reductions in the equitableesha
as mentioned above).

To enable the province to fund this deficit in ftseal resource envelope, the province had to uaklera
provincial reprioritisation exercise which resultadthe reduction of the Growth, Co-operatives and
SMME Funds, a reduction in the two outer yearshefMTEF of the Dube TradePort funding, as well as
a reduction of the budget for the overdraft intexdsgarge. This can be seen in Section 4 of Taldle 4.
which indicates that R543 million was taken frone tBrowth Fund in 2009/10 and added into the
provincial fiscus R193.95 million from the SMME Fund, R234.55 naitli from the Co-operatives Fund
and R117.547 million from the overdraft interesaige amount. Similar reductions were also effeated
2010/11 and 2011/12, with these years also shokgidigctions in the Dube TradePort funding levels.

After taking these internal re-allocations into @act, the province arrives at a position wheresit i
showing neither a deficit nor a surplus. This alserefore means that there are no funds availaile f
allocation to provincially determined priorities.

Table 4.4 in Section 4.3.2 below then indicatesatmeunts that were allocated to departments irtiaddi
to their baseline allocations, as well as the rédns to some departments necessitated by thetieduc
in the province’s equitable share.

4.3 Summary of additional allocation for the 2009/1 0 MTEF

4.3.1 Existing growth in the 2008/09 MTEF baseline  allocation

Table 4.3 shows the departmental baseline budgethé 2008/09 MTEF period, before any additional
allocations were made. This serves as an impor&éminder that departments’ baseline budgets for the
2008/09 MTEF already include positive rates of glgwalthough this may differ in terms of the levels
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Table 4.3:  Existing growth rates in 2008/09 MTEF baseline budgets

Programme Main Budget Medium-Term Baseline Budgets Ann. % gr
R000 2008/09 2009/10 2010111 2011112 08/09-11/12
1. Office of the Premier 397 802 452793 464 612 492 489 74
2. Provincial Legislature 208708 221741 235278 249 395 6.1
3. Agriculture and Environmental Affairs 1665 752 1972785 2171887 2302 200 114
4. Economic Development 2646 518 3373245 2747027 2911849 32
5. Education 21389127 23914 043 26 420 070 28005 274 9.4
6. Provincial Treasury 522072 495 266 362721 384 484 9.7)
Operational budget 333795 317 648 339 874 360 266 26
Growth and Development (incl. GEMS) 188 277 177 618 22 847 24218 (49.5)
7. Health 15042 826 16 843 770 19 523 923 20 695 358 11.2
8. Housing 1799 693 2137 881 2617 256 2774291 15.5
9. Community Safetyand Liaison 104 022 133 808 146 602 155 398 14.3
10. The Royal Household 39356 42 400 45202 47 914 6.8
11. Local Government andTraditional Affairs 1027 816 1131536 1268 322 1344 421 94
12. Transport 3755282 4533179 4764172 5050 022 10.4
13. Social Development 1198113 1364 220 1650 975 1750 034 13.5
14. Works 733087 799 914 866 319 918 298 78
15. Arts, Culture and Tourism 355 260 371648 447 436 474 282 10.1
16. Sport and Recreation 215492 267 039 285129 302 237 11.9
Total 51100 926 58 055 268 64 016 931 67 857 947 9.9

4.3.2 Summary of additional allocations

The additional allocations to departments and thedpective purposes are summarised in Table 4.4
below. Note that Table 4.4 reflects only the proiahadditional allocations, and excludes the aolalétl
allocations in respect of national conditional gsan

As can be seen in Table 4.4, most departmentsveeaai additional allocation for the carry-througists

of the higher than anticipated 2008 wage agreemf@hile funding was received from National Treasury
for this, the amount received was insufficient twer the entire shortfall. As such, the provinced ta
reprioritise from within the provincial baseline arder to top-up the funding for this, to the regdi
level.

A short description of the purpose of the main aodal allocations made to departments, over angab
the carry-through costs of the 2008/09 AdjustmégBmate and the personnel inflation adjustment, is
provided below.

The Office of the Premier was allocated additidiualding for the construction of a multi-media centr
by Amafa akwaZulu-NataliThe entity had previously surrendered these ftodse Provincial Revenue
Fund, due to delays in the project. However, areuafing was given to them that these funds wootd n
be lost to them.

The Provincial Legislature was allocated additidinalding to cater for an increase in the baselinthe
Legislature, following an extensive zero-based letidg exercise. Further funding was provided in
2009/10, being a once-off special allowance for iIners whose tenure may be affected by the elections.
Noteworthy to mention is that the carry-throughtsosf the 2008/09 Adjustments Estimate includes
provision for the Political Parties Fund, for whiitinding commenced in 2008/09.

No additional funding was given to the DepartmehtEgonomic Development. Instead, substantial
amounts of funding were reprioritised from the GlowSMME and Co-operatives Funds, as well as the
Dube TradePort. This reprioritisation was requitedassist the province in funding the equitablersha
reduction brought about by changes to the dataitfiaence the equitable share formula, as mentione
above.

A large proportion of the additional funding wakeated to the Department of Education. The folltoyvi
national priorities were funded:
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« Learner Teacher Support Materials This was mainly an inflation adjustment in theO2@9
Adjustments Estimate, with carry-through costs diaer2009/10 MTEF, to be used for the provision
of a new set of NCS text books for the Grade 1@ edhort;

« Extension of No Fee policy to Q3 schoelén additional amount was provided for the exjp@msf
the No Fee policy to Quintile 3 schools;

« Expansion of teachers to reduce teacher/learngotiat Q1 schools- The amounts allocated towards
this priority are to increase the numbers of teecheQuintile 1 schools;

« Support to inclusive education This funding is provided from 2011/12 and airasmake public
ordinary schools more inclusive; and

« Provincial priorities — Due to the tight fiscal situation, it was agrebdt no new provincially
identified priorities would be funded, buwather that top-up funding would be provided foe th
national priorities mentioned above. As such, Exéension of No Fee policy to Q3 schoaseives
funding in 2011/12, and further top-up funding BiLR/11 and 2011/12.

The Provincial Treasury received additional fundiagtrengthen the support given to municipalitaes,
well as ProjectJnembezavhich aims to oust IT fraud and related corruptiomepartments. Further to
this, the Occupation Specific Dispensation (OSD)doctors and specialists is set to be implemented
over the 2009/10 MTEF. National Treasury has remgaethat the funding provided for this purpose be
kept in the Provincial Treasury vote, until the alst of the implementation have been finalised. The
department also receives a nominal amount in @ditifunding for the overdraft interest charge treta

to high spending by the province, and especiatyDepartment of Health.

The Department of Health received additional fugdir the following:

e Tuberculosis MDR/XDR- This allocation will mainly be used to strengthéhe province’s
management of TB cases, focusing on those arebly laffected by the disease. Part of this focus is
to ensure that the number of cases that progressde MDR/XDR is reduced. The overall aim is to
reduce the default rate of patients on treatmedhiraarease the cure rate;

« Personnel costs (OSD for nursesJhis additional amount was provided for to assighwhe carry-
through costs relating to the implementation of @&D for nurses;

» Reducing infant and child mortalityRrovision of funding for vaccines to reduce thetaldy rate of
infants and children under five years of age by=201 line with the Millennium Development Goals;

« Medical goods and services An additional allocation to alleviate the inflat@ry pressures on
medical goods and services;

« General Health capacity Fhis additional amount will be used to improve keaervices and to
address service delivery challenges, taking intmawct general and medical inflation; and

« Provincial priorities — Due to the tight fiscal situation, it was agrebdt no new provincially
identified priorities would be funded, br#ther that top-up funding would be provided to riagional
priorities mentioned above. As such, fheberculosis MDR/XDReceives funding over the MTEF,
andReducing infant and child mortalitgceives top-up funding in 2010/11 and 2011/12.

The Department of Social Development was providét additional funding for the extension of early
childhood development.

The Department of Arts, Culture and Tourism se@sdaiction in its baseline in 2011/12, as once-off
funding (without carry-through costs) was allocatedhe department in 2008/09 for the constructabn
arts centres in 2010/11. The funding in the outarywas then returned to the provindigtus for
redistribution.
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Table 4.4: Summary of additional allocations, 2009/10 MTEF

2009/10 2010/11 201112 2009/10 2010/11 201112
R000 Percentage share
Vote 1: Office of The Premier 21725 3016 3188 24 0.3 0.2
Amafa Multi-Media Centre 18 885 - - 2.1 - -
Carry-through of 2008/09 Adjustments Estimate: 2008 wage agreement 2840 3016 3188 0.3 0.3 0.2
Vote 2: Provincial Legislature 72 821 69 914 76 437 8.2 6.2 39
Increase in baseline ( Zero-base budget) 25230 26 542 27789 2.8 23 14
Once-off special allowance for members after elections 9510 - - 11 - -
Carry- through of 2008/09 Adjustments Estimate: 38 081 43372 48 648 4.3 3.8 25
2008 increase in salaries of members 7490 7490 7490 08 0.7 04
Funding of political parties 25000 30000 35000 2.8 2.6 1.8
Increase in road and air transport costs 5591 5882 6158 0.6 05 0.3
Vote 3: Agriculture and Environmental Affairs 10 355 10 997 11623 1.2 1.0 0.6
Carry-through of 2008/09 Adj. Est. - Ezemvelo KZN Wildlife - 2008 wage agreement 10 355 10 997 11623 1.2 1.0 0.6 |
Vote 4: Economic Development (971 500) (1215531) (1539 122) (108.7) (107.3) (78.6)
Reduction in Growth Fund (543 000) (652 070) (652 070) (60.8) (57.6) (33.3)
Reduction in SMME Fund (193 950) (187 487) (280 404) (21.7) (16.5) (14.3)
Reduction in Co-operatives Fund (234 550) (170 326) (261310) (26.3) (15.0) (13.3)
Reduction in Dube TradePort - (205 648) (345 338) - (18.2) (17.6)
Vote 5: Education 742117 1031355 1568 669 83.1 91.0 80.1
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 715 680 760 052 803 375 80.1 67.1 41.0
Provincial Priorities - 15 000 80370 - 13 4.1
Expansion of teachers to reduce teacher/learner ratio in Q1 schools - 15000 20000 - 1.3 1.0
Extension of No Fee policy to Q3 schools - - 60370 - - 3.1
National Priorities (2009/10 MTEF) 26 437 256 303 684 924 3.0 226 35.0
Learner Teacher Support Materials 26 437 29 854 18074 3.0 2.6 0.9
Extension of No Fee policy to Q3 schools - 172 533 215113 - 15.2 11.0
Expansion of teachers to reduce teacher/learner ratio in Q1 schools - 53916 387 203 - 4.8 19.8
Support to inclusive education - - 64534 - - 3.3
Vote 6: Provincial Treasury 147 511 241440 369 167 16.5 213 18.9
Carry-through of 2008/09 Adjustments Estimate 24 402 25774 27979 2.7 2.3 14
2008 wage agreement 8168 8674 9169 0.9 08 0.5
Project Unembeza 16 234 17 100 18 810 1.8 15 1.0
0SD for doctors (for Dept of Health) 108 109 215 666 322 669 121 19.0 16.5
Municipal support 15000 - - 1.7 - -
Overdraft interest charges - - 18519 - - 0.9
Vote 7: Health 828 336 947 082 1265 981 92.7 83.6 64.7
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 325292 345 460 365 152 36.4 30.5 186
Provincial Priorities 10 000 19785 42000 1.1 1.7 241
Tuberculosis - MDR/XDR 10 000 - - 1.1 - -
Reducing infant and child mortality - 19785 42000 - 1.7 2.1
National Priorities 493 044 581837 858 829 55.2 514 43.9
Phasing in OSD for doctors and specialists - - - - - -
Tuberculosis - MDR/XDR 21622 37742 41517 24 33 21
Personnel costs for Health - (shortfall OSD for nurses) 237 841 237 232 236624 26.6 20.9 12.1
Reducing infant and child mortality 86 488 129 399 172090 9.7 11.4 8.8
General Health capacity - - 301 158 - - 154
Medical goods and services 147 093 177 464 107 440 16.5 15.7 55
Vote 9: Community Safety and Liaison 1086 1154 1219 0.1 0.1 0.1
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 1086 1154 1219 0.1 0.1 0.1
Vote 12: Transport 22720 24129 133 060 25 21 6.8
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 22720 24129 25504 25 21 13
Roads and other economic functions - - 107 556 - - 55
Vote 13: Social Development 12 461 13 232 121 543 1.4 1.2 6.2
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 12461 13232 13987 14 1.2 0.7
National Priorities - - 107 556 - - 55
Early Childhood Development - - 107 556 - - 5.5 \
Vote 15: Arts & Culture 3577 3799 (56 346) 0.4 0.3 (2.9)
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 3577 3799 4015 0.4 0.3 0.2
Reduction in baseline due to completion of art centres in 2010/11 - - (60 361) - - (3.1)
Vote 16: Sport & Recreation 2229 2 368 2503 0.2 0.2 0.1
Carry-through of 2008/09 Adjustments Estimate - 2008 wage agreement 2229 2368 2503 0.2 0.2 0.1 |
Total 893 438 1132955 1957 922 100.0 100.0 100.0

Table 4.5 shows the revised budgets of departnfentthe 2009/10 MTEF period,

2008/09.
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The negative growth rate in Economic Developmesulte from the reduction in the Growth, Co-
operatives and SMME Funds, as well as the reduatidanding to the Dube TradePort, as mentioned
above.

The budget of the Office of the Premier also shoegative growth between 2009/10 and 2010/11, due to
once-off funding allocated to the department in®Q0 for the Amafa Multi-Media Centre.

The negative growth in Provincial Treasury in 2Ql0relates to the payment of R150 million in both
2008/09 and 2009/10, being the province’s contidiouto the construction of the Moses Mabhida Soccer
Stadium. No further funding is allocated to thisea009/10.

The negative growth in the Department of Transppo®010/11 can be ascribed to the introductiorhef t
Public Transport Operations grant, mentioned abdee,which funding has only been provided in
2009/10, at this stage.

Similarly, the Department of Works shows negativewgh in 2010/11 due to the introduction of the
Expanded Public Works Programme Incentives gras, with funding only allocated in 2009/10, at this
stage.

Finally, the negative growth in 2011/12 in the Deypeent of Arts, Culture and Tourism relates to the
funding for the construction of arts centres, fdnish additional once-off funding was provided in
2010/11.

Table 4.5: Summary of revised budgets by departments, 2009/10 MTEF

Main Budget Medium-term Estimates R000 Annual Percentage Growth
2008/09 2009/10 2010111 201112 2009/10 2010111 201112

1. Premier 397 802 474518 467 628 495677 19.3 (1.5) 6.0
2. Provincial Legislature 208 708 294 562 305192 325832 411 36 6.8
3. Agriculture and Environmental Affairs 1665 752 2009 959 2230209 2401892 20.7 11.0 7.7
4. Economic Development 2646 518 2401745 1531496 1372727 9.2) (36.2) (10.4)
5. Education 21389127 24810 039 27877779 30371724 16.0 124 8.9
6. Provincial Treasury 522 072 642 777 604 161 753 651 231 (6.0) 24.7

Operational budget 333795 357 050 365 648 388 245 7.0 24 6.2

Growth and development 188 277 285727 238 513 365 406 51.8 (16.5) 532
7. Health 15042 826 17 769 956 20668 416 22211802 18.1 16.3 75
8. Housing 1799 693 2577 313 2978 110 3429 341 43.2 15.6 15.2
9. Community Safety and Liaison 104 022 134 894 147 756 156 617 29.7 9.5 6.0
10. The Royal Household 39 356 42 400 45202 47914 7.7 6.6 6.0
11. Local Government and Traditional Affairs 1027 816 1131536 1268 322 1344 421 10.1 12.1 6.0
12. Transport 3755282 5267 985 4851461 5257 569 40.3 (7.9) 8.4
13. Social Development 1198113 1376 681 1664 207 1871577 14.9 20.9 125
14. Works 733 087 884 094 866 319 918 299 20.6 (2.0) 6.0
15. Arts, Culture and Tourism 355 260 375226 451235 417 936 5.6 20.3 (7.4)
16. Sport and Recreation 215492 269 268 287 497 304 739 25.0 6.8 6.0
Total 51100 926 60 462 953 66 244 990 71681718 18.3 9.6 8.2
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5. Summary of Budget Aggregates and Financing

5. SUMMARY OF BUDGET AGGREGATES AND FINANCING

Table 5.1 below provides an analysis of the overadvincial budget performance by comparing total
receipts against total payments, resulting in glaaror deficit before financing over the sevenryea
period under review. The table also provides thaildeof the financing items and amounts to provfue

net position after financing for each financial yebhe data for 2005/06 to 2007/08 is based onteddi
receipts and payments, while the 2008/09 figuresige an estimated actual position as at the end of
December 2008. The 2009/10 to 2011/12 data refteetbudgeted receipts and payments for the MTEF
period.

It is important to mention that the receipts angimpants for the Social Security function that shifte
National with effect from 1 April 2006 have beerckxied for all of the financial years. This is tsare
alignment to international best practices and @escy across provinces.

The detailed analysis of the provincial total reteiand payments is provided under Sections 6 aofd 7
Budget Statement 1.

Table 5.1: Provincial budget summary

Outcome Main Adjusted  Estimated Medium-term Estimates
R000 Audited  Audited  Audited | Budget ~ Budget  Actual
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011112
Provincial receipts
Transfer receipts from national 31832888 36032918 42545514 | 49509202 51490462 51490462 | 58817924 64326196 69612150
Equitable share 28398760 32052488 37427646 | 43245643 44223509 44223509 | 49989762 54742454 58748345
Conditional grants 3434128 3980430 5117868| 6263559 7266953 7266953| 8828162 9583742 10863805
Provincial own receipts 1227267 1446417 1557284 | 1591724 1591724 1532647 | 1645029 1918794 2069 568
Total provincial receipts 33060155 37479335 44102798 | 51100926 53082186 53023109 | 60462953 66244990 71681718
Provincial payment*
Current payments 27149620 29815548 35604795 | 39219682 41227458 42635848 | 46331155 51861323 55817 936
Transfers and subsidies 3211970 4055105 5420173 | 7210990 6904683 6818691 | 8516659 7675642 8394395
Payments for capital assets 2945489 3010744 3457985 | 4670254 5068381 5683557 | 5615139 6708025 7469387
Unallocated contingency reserve
Total provincial payments 33307079 36881397 44482953 | 51100926 53200522 55138096 | 60462953 66244990 71681718
Lending
Surplus/(deficit) before financing (246 924) 597 938 (380 155) - (118 336) (2114 987)
Financing 452 618 122 485 435198 - 358 453 358 453
Provincial roll-overs 351061 112485 164 599 - - -
Provincial cash resources 101 557 - 270 599 - -
Reprioritisation of provincial baseline - - - 358 453 358 453
Suspension to ensuing year - 10 000 - -
Surplus/(deficit) after financing 205 694 720 423 55 043 - 240 117 (1756 534)

* Estimated actual expenditure for 2008/09 is as at 31 December 2008

In aggregate, the province recorded a deficit lgefovancing for 2005/06 and 2007/08 and a surpius i
2006/07. The estimated actual for 2008/09 alscectdl an estimated deficit of R2.115 billion before
financing. However, after taking into account @llers and other provincial cash resources, theiprev
showed a surplus of R205.694 million in 2005/062&423 million in 2006/07 and R55.043 million in
2007/08. The Adjusted Budget for 2008/09 showdgiskurplus, being the amount set aside to finance
the province’s deficit after approving roll-overs 2007/08, as well as the projected under collaatib
provincial own receipts by R75 million in 2008/0%he Estimated Actual for 2008/09 shows a substantia
deficit after financing of R1.757 billion. In thevent of a surplus being realised at the end ofaa, yeis
re-allocated in the ensuing financial year to fuotl-overs and other spending pressures. Similaly,
deficit incurred will have to be financed in thesamg year.

The projected deficit after financing of R1.757ibih for the 2008/09 financial year is largely dethe
spending pressures under Vote 7: Health, whichdépartment is attributing to the Occupation Specifi
Dispensation for nurses and increased demand rfaices, particularly regarding the roll-out of tasti-
retroviral treatment. A further contributing factty the projected deficit is the OSD relating t@ th
Department of Education. As mentioned above, amglss or deficit that may arise from the 2008/09
financial year will be taken into account when grevince prepares its Adjustments Estimate for the
2009/10 financial year.
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The total provincial payments equal total provihciceipts over the 2009/10 MTEF period, thereby
reflecting a balanced budget before and after @iman This indicates that all financial resources
available to the province have been allocated & 16 provincial departments, for spending over the
three-year MTEF period.

The province has three sources of financing availabamely provincial roll-overs, provincial cash
resources, and suspensions to the ensuing fingrezal

Provincial roll-overs refer to funds that were aggrated and committed but not spent in that fimgnc
year. These commitments are in respect of oncexgfenditure such as acquisition of machinery and
equipment, completion of infrastructure projectt;.,eas well as unspent conditional grants. These
unspent funds are then re-allocated to the reledapartment during the Adjustments Estimate in the
following year.

Provincial cash resources refer to surplus fundsénprovincial revenue fund, after taking into @aut

all commitments and subsequent roll-overs. Thituthes unspent appropriated funds in departments tha
were not rolled over to the ensuing financial yearwell as the surplus provincial own revenue e
collected in prior financial years. This source fofancing also relates to any internal provincial
reprioritisation that is undertaken to finance noial commitments.

Suspensions to ensuing years occur when departnmtaigionally apply to the Provincial Treasury to
have a portion of their budget suspended duringtliese of the year, and re-allocated in the nekdter
financial year, because of unforeseen delays indipg the funds, or slower than anticipated pragyres
This process will ensure that the department walvénthe funding available to complete the project
during the subsequent financial years.
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6. RECEIPTS

6.1 Overall position

Table 6.1 below shows the actual and projected tetzenue for the seven-year period, 2005/06 to
2011/12. Nationatransfers to the province, which comprise equitailare funding and conditional
grants, make up 97.3 per cent of provincial revefurethe 2009/10 financial year. Provincial own
receipts make up the balance of the total provirieiading (2.7 per cent).

Table 6.1:  Analysis of total receipts

Outcome Adjusted i . Average Annual Growth
. - . Medium-term Estimates
Audited Audited Audited Budget 2005/06 - 2008/09 -
2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2008/09 2011112

R000

Transfers from national 31832888 36032918 42545514 | 51490462 | 58817924 64326196 69612150
Equitable share ‘ 28398760 32052488 37427646 | 44223509 | 49989762 54742454 58748 345 ‘

Conditional grants 3434128 3980 430 5117 868 7 266 953 8828 162 9583742 10863 805

Own Revenue 1227 267 1446 417 1557 284 1591724 1645029 1918 7% 2069 568

Total 33060155 37479335 44102798 | 53082186 | 60462953 66244990 71681718

% of total revenue

Transfers from national 96.3 96.1 96.5 97.0 97.3 971 971
Equitable share ‘ 85.9 855 84.9 83.3 82.7 82.6 82.0 ‘

Conditional grants 104 10.6 11.6 13.7 14.6 14.5 15.2

Own Revenue 3.7 3.9 3.5 3.0 2.7 2.9 2.9

Nominal growth (%)

Transfers from national 13.2 18.1 210 14.2 94 8.2 174 10.6
Equitable share ‘ 12.9 16.8 18.2 13.0 9.5 7.3 ‘ 15.9 9.9
Conditional grants 15.9 28.6 42.0 215 8.6 134 284 14.3

Own Revenue 17.9 7.7 2.2 33 16.6 79 9.1 9.1

Total 134 17.7 204 13.9 9.6 8.2 1741 10.5

Real growth (%)

Transfers from national 76 9.2 85 85 4.0 34 84 5.3
Equitable share ‘ 7.3 8.0 59 7.4 4.1 25 ‘ 7.0 47
Conditional grants 10.2 18.9 27.3 154 32 8.3 18.6 8.9

Own Revenue 12.0 (0.4) (8.4) (1.8) 10.9 3.0 07 39

Total 7.7 8.8 7.9 8.2 4.2 3.4 8.1 5.2

In the 2009/10 MTEF period, the total provinciaveaue is R60.463 billion, R66.245 billion and
R71.682 billion, respectively. The largest sharaational transfers to the provincial governmenthis
equitable share, R49.99 billion in 2009/10, R54.B#on in 2010/11 and R58.748 billion in 2011/12.
Conditional grant funding provides a further R8.8#ion, R9.584 billion and R10.864 billion in the
three years of the MTEF.

The balance of the total revenue comes from préadinown source revenue, which forms a small
proportion of total provincial revenue. There igradual decline in the share of total own revemomf
2006/07 to 2011/12, due to national transfers msirg at a faster rate than own revenue. Despge th
own revenue is showing a steady increase in nortenais.

Table 6.1 also shows the analysis of total proainceceipts in terms of percentage shares, asasell
nominal and real average annual growth rates frof5/®6 to 2011/12. In real terms, total provincial
revenue is set to increase over the 2009/10 MTES. Dyer cent, which is lower than that of the 2008
MTEF, which was 8.1 per cent. The share of natitraaisfers increases from 96.3 per cent in 200®/06
97 per cent in 2008/09, and levels off over the®200 MTEF period at 97.1 per cent. Provincial own
revenue illustrates the opposite trend, decredsimg 3.7 per cent in 2005/06 to 2.9 per cent in1Z02.

In 2009/10, provincial own revenue is projectedyteld R1.645 billion, rising to R2.07 billion in
2011/12.In nominal terms, own revenue increased by an draugaage of 9.1 per cent from 2005/06 to
2008/09.0ver the 2009/10 MTEF, this annual average nongnaivth is expected to remain at 9.1 per
cent. This is largely due to the on-going effects of tegenue enhancement strategies that are being
implemented. In real terms, own revenue increases &n annual average of 0.7 per cent (between the
period 2005/06 to 2008/09) to 3.9 per cent over20@9/10 MTEF.
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6.2 Provincial equitable share

The equitable share formula has evolved sinceniteftion in 1998/99. The weighting of the various
components is a policy decision that takes a nunabdactors into account, including the historical
expenditure patterns and relative demand for pdaticservices. The six components are updated
annually with the release of official data. Theipéic nature of data releases poses challengese $6m
these releases include the Census, conducted ®regears, with a replacement survey done evegy fiv
years; and annual publications such as the Gereragdehold Survey and the learner enrolment (SNAP)
survey.

The equitable share allocation that the provinceikes is based on demographic and economic &tstist
that attempt to capture the relative demand folip@ervices. The largest portion of funds avaiatu
the provinces is aimed at meeting Constitutionahdades, and at delivering a wide variety of public
services.

The provincial equitable share is formula based| Bnthe main source of revenue that enables the
province to deliver primarily on its statutory ajdtions. Table 6.1 above shows that the total alait
share allocation to the province for the 2009/10B%Twill grow by anannual average of 4.7 per cent in
real terms. This is a decrease from 7 per centdmtv2005/06 to 2008/09. For the period under review
the equitable share allocation to the province elesas from 85.9 per cent of total provincial reeeimu
2005/06, to 83.3 per cent in 2008/09. The sharéiruoes to decrease over the 2009/10 MTEF, dropping
to 82 per cent in 2011/12. Even though the progineguitable share increases in nominal terms, the
proportional decrease in the provincial equitaliiare remains a major concern for the provincehiss t
restricts the boundaries of the fiscal envelopédlabia for distribution in the province. Howevehig
nominal growth will continue to ensure that imprdvevels of service will be delivered in the prozén

6.3 Conditional grants

When national conditional grants were introduced @98/99, their objective was to promote national
priorities and to compensate provinces for the igiom of specialised services across provincial
boundaries. In Health, for example, those objestwere to fund the academic hospitals, training and
research, redistribution of health services angitalsrevitalisation.

Subsequent to this phase, several conditional ginaate introduced with varying purposes, conditions
and outcomes. A number of changes were made tedhditional grant framework for the 2005/06
financial year. These included the introduction tbe Social Assistance and Social Assistance
Administration grants, the direct transfer of thecal Government Support grant and the Capacity
Building grant to municipalities, and the mergingtbe Human Settlement and Redevelopment grant
with the Housing Subsidy grant to form the IntegdatHousing and Human Settlement Development
grant.

The total number of conditional grants transfertedthe province amounted to 20 (including those
received through the 2008/09 Adjustments EstimaB®nditional grants are used for more specific
purposes than the equitable share, and these éndhfdastructure provision, institutional capacity
building, and the implementation of special initias of national priority (for example, HIV and A®)
child welfare and school nutrition programmes). Tesign of conditional grants has been somewhat
variable andad ho¢ which has given rise to certain problems and gapthe implementation and
monitoring thereof.

As can be noted from Table 6.1 above, the conditigrant allocation to the province has experiereced
steady growth since 2005/06. Over the period 2@&®008/09, the conditional grant allocationhe t
province comprised between 10.4 and 13.7 per cetutal provincial revenue, increasing to 15.2 per
cent of total provincial revenue in 2011/12. Nonlinathe conditional grant allocation grew at an
average annual rate of 28.4 per cent from 200%/@D08/09. Over the 2009/10 MTEF, it is projected t
grow at an average annual rate of 14.3 per cerit,[de¥ cent less than the previous period.
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The sizeable increases in conditional grant allonatare of concern to the Provincial Treasury tifes
fiscal arrangement in South Africa has stabilised matured, the roles and uses of conditional grast
funding mechanisms to provinces should diministt.tBis seems not to be the case.

Table 6.2: Summary of national conditional grant transfers by vote

Outcome Main Adjusted  Estimated : ;
R000 Audted  Audfed  Audted | Budget  Budget  Actal Medium-term Estimates
2005/06 2006/07 2007/08 2008/09 2009/10 201011 201112
Vote 3 - Agriculture & Environmental Affairs 59 270 65879 115311 95382 123 890 123 890 138 489 180 675 229 420
Land Care 8000 10 355 7010 7345 7345 7345 8227 8721 9244
Comprehensive Agriculture Support Programme 46 270 55 524 68 301 88 037 100 545 100 545 117 762 141954 160 176
Agriculture Disaster Management 5000 - 40000 - 5000 5000 5000 - -
llima/Letsema Projects (Makhathini) - - - - 11000 11000 7500 30000 60 000
Vote 5 - Education 588 498 710 560 876773 | 1179775 1280569 1280569 | 1341818 1935143 2397097
Infrastructure Grant to Provinces 315121 348 194 466 022 602 756 602 756 602 756 746136 1037172 1281837

HIV and AIDS (Life Skills Education) 31126 32 994 35292 37610 39910 39910 39765 42686 45247
FET College Sector Recapitalisation - 90 000 115453 162974 162 974 162 974 - - -

Education Disaster Management grant - - - - 16 696 16 696 - - -
National School Nutrition Programme 242 251 239372 260 006 376 435 458 233 458 233 555 917 855285 1070013

Vote 7 - Health 1575538 1786121 2190991 | 2453338 2634190 2634190 | 3030845 3406142 3651717
Health Professionals Training & Development 192 373 192 373 201992 212092 212092 212092 222425 235771 249917
Integrated Nutrition Programme 26 954 - - - - - - - -
Comprehensive HIV and AIDS 251468 344 304 466 922 629 694 757213 757213 880659 1013082 1090268
National Tertiary Services 691451 732167 789 578 903 297 911 892 911 892 983948 1102585 1164255
Hospital Revitalisation 206 977 205171 315456 285666 330 404 330 404 449 558 500815 551698
Infrastructure Grant to Provinces 157 561 174 098 259 758 294 832 294 832 294 832 359 717 401483 434 029
Forensic Pathology Services 24 976 138 008 157 285 127757 127 757 127 757 134 538 152 406 161 550
Hospital Management Improvement 23778 - - - - - - - -

Vote 8 : Housing 799659 1048376 1310555 1575586 1622053 1622053 | 2330448 2714109 3149 500
Housing Disaster Management grant - - - - - - 150 000 - -
Integrated Housing & Human Settlement Dev. grant 799659 1048376 1310555 | 1575586 1622053 1622053 | 2180448 2714109 3149500

Vote 12 : Transport 315121 348 194 573012 662702 1309475 1309475 1546823 959244 1024336
Infrastructure Grant to Provinces 315121 348 194 573012 662 702 662 702 662 702 865 080 959244 1024 336
Public Transport Operations grant - - - - - - 647 396 - -
Sani Pass Road grant - - - - 30 000 30 000 34 347
Transport Disaster Management grant - 616 773 616 773 -

Vote 13 : Social Development 93372
Integrated Social Development Services grant 68 185
HIV and AIDS 25187 - - - - - -

Vote 14 : Works - 210 846 210 846 210 846 320 444 259 891 275 485
Devolution of Property Rate Funds Grant to Provinces - - - 210 846 210 846 210 846 236 264 259 891 275 485
Expanded Public Works Programme Incentive grant - - - - 84 180 - -

Vote 15 : Arts, Culture & Tourism - - 13 950 26195 26195 26195 34147 38282 40 579
Community Library Services grant | - - 13 950 26195 26195 26 195 34147 38282 40 579 |

Vote 16: Sport and Recreation 2670 21300 37276 59735 59 735 59 735 85148 90 256 95671
Mass Sport & Recreation Participation Programme | 2670 21300 37276 59735 59 735 59 735 85148 90 256 95 671 |

Total 3434128 3980430 5117868 | 6263559 7266953 7266953 | 8828162 9583742 10863 805

In terms of allocation per department, the Depantnoé Health is the major recipient of grant alltoa,
receiving 34.3 per cent of total grants in 2009/Tlis is a significantly lower share when compat@d
36.2 per cent in 2008/09. A number of new condélarants (such as the Housing Disaster Management
grant and the Public Transport Operations grantgwaroduced in 2009/10, which impacts on Health's
percentage share of the conditional grant allonatio

The Department of Housing, the second largest istimf grant allocation, received, on average,amor
than a quarter of the total conditional grant ataan from 2005/06 to 2008/09. The conditional gran
funding shows a strong average annual nominal ¢grawer the 2009/10 MTEF, rising from R2.33
billion in 2009/10 to R3.15 billion in 2011/12. Thepartment received a substantial increase to the
Integrated Housing and Human Settlement Developmpemtt, as well as an additional Housing Disaster
Management grant in 2009/10 to assist the comnasnitihose homes were affected by the recent storms
that lashed the province.

The Department of Education receives the thirddsirghare of grant allocation over the entire jgerio
under review. The share remains fairly constant tve entire period. Note that the FET College &ect
Recapitalisation grant within this department ceasethe first year of the 2009/10 MTEF, due to its
incorporation into the equitable share.
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Other significant recipients of conditional grannéiing are the Departments of Transport, Works and
Agriculture and Environmental Affairs.

The Devolution of Property Rate Funds Grant to Praes commenced in 2008/09 within the Department
of Works. This grant commenced at R210.846 millior2008/09 and grows to R275.485 million in
2011/12. The aim of the grant is to manage the payrf property rates for the provincially ownedda
and buildings to the various municipalities, a fiume which was previously administered by the nadio
Department of Public Works.

As mentioned above, the Housing Disaster Managegrant was introduced in the 2009/10 MTEF, with
funding of R150 million allocated in the first yeaf the MTEF. This amount is to be used to assist
communities whose homes were affected by the restents.

Further to this, the Department of Transport reegig new grant in 2009/10 with funding thus faryonl
allocated to the first year of the MTEF. The PuBliansport Operations grant is introduced to alfow
improved monitoring and control of expenditure tethto bus subsidies. The payment of bus subsidies
operators was previously funded on an agency basis.

The other grant that commences in 2009/10 is thpaioded Public Works Programme Incentive grant to
be administered by the Department of Works. Thangaims to provide an incentive for provinces to
increase labour intensive employment, through @nognes that maximise job creation and skills
development.

6.4 Total provincial own receipts (own revenue)

Tables 6.3 and 6.4 below reflect a summary of prciad own source revenue, by economic classificatio
as well as by vote, respectively.

The bulk of provincial own source revenue falls hwit two categoriesThe categoryTax receipts
comprises mostly dflotor vehicle licence feemndCasinoand Horse-racing taxeswhile the balance of
own revenue collecteid made up of th&ale of goods and services other than capital agssticularly

health patient fees, as well Bimes, penalties and forfeitandinterest, dividends and rent on lar@ther

sources of provincial own revenue inclugéi@eancial transactions in assets and liabilitiaad theSale of

capital assets

Table 6.3: Summary of provincial own receipts

Outcome Main Adjusted  Estimated . .
R000 Audited Audited Audited Budget Budget Actual Mediumterm Estimates
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011112
Tax receipts 822 356 953871 1037169 | 1129198 1129198 1151836 | 1262889 1363213 1470690
Casino taxes 162 073 194 038 239 866 254 652 254 652 254 652 275024 297 026 320788
Horse racing taxes 31982 38174 43655 44 671 44 671 67 318 49 138 52086 53792
Liquor licences 3999 3760 4017 4045 4045 4036 38095 41905 46 095
Motor vehicle licences 624 302 717 899 749 631 825 830 825 830 825 830 900 632 972196 1050015
Sale of goods and services other than capital assets 198 036 218165 247127 250 277 250 277 255149 274 281 294932 313819
Transfers received - 300 300 - - - - - -
Fines, penalties and forfeits 19253 19734 36 550 30031 30031 30169 33733 35757 37902
Interest, dividends and rent on land 93 461 176 243 159 599 142 329 142 329 10 754 23055 167 891 184 527
Sale of capital assets 20222 7972 11564 18703 18703 21239 20940 22197 23528
Financial transactions in assets and liabilities 73 939 70132 64 975 21186 21186 63 500 30131 34 804 39102
Total 1227267 1446417 1557284 | 1591724 1591724 1532647 | 1645029 1918794 2069 568
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Table 6.4: Summary of provincial own receipts by vote

Outcome Main Adjusted  Estimated . .
R000 Audited  Audited  Audited | Budget  Budget Actual Medium-term Estimates
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112

1. Office of the Premier 203 322 238 565 284035 300 151 300 151 322331 325 052 350 055 375589
2. Provincial Legislature 2732 2776 2678 2119 2119 2872 2278 2415 2560
3. Agriculture and Environmental Affairs 19613 15138 16 274 20 465 20 465 25 366 21968 23287 24 684
4. Economic Development 4322 4910 4489 4199 4199 4397 38261 42081 46 281
5. Education 55999 66 110 53055 31169 31169 60012 42035 48 457 54 835
6. Provincial Treasury 91117 169 861 156 921 139 521 139 521 8026 20120 164 771 181248
7. Health 137 689 121289 148 544 142178 142178 142178 153 742 166 246 176 220
8. Housing 889 3577 19253 877 877 2787 939 995 1055
9. Community Safety and Liaison 12 27 91 21 21 37 23 24 25
10. The Royal Household 129 46 67 48 48 78 52 55 58
11. Local Government and Traditional Affairs 1953 1776 2038 1290 1290 9377 1387 1470 1470
12. Transport 703 249 812247 861293 941 830 941830 946122 | 1030944 1110327 1196433
13. Social Development 2444 4474 4160 4065 4065 3930 4385 4649 4910
14. Works 3641 4228 3852 3253 3253 4432 3349 3439 3646
15. Arts, Culture and Tourism 143 633 447 499 499 577 453 480 508
16. Sport and Recreation 13 760 87 39 39 125 41 43 46
Sub-total 1227267 1446417 1557284 | 1591724 1591724 1532647 | 1645029 1918794 2069 568
Provincial Legislature receipts not to be surrendered

to the Provincial Revenue Fund - 1091 1150 2119 2119 2872 2278 2415 2560
Total adjusted provincial own receipts 1227267 1445326 1556134 | 1589605 1589605 1529775| 1642751 1916379 2067 008

As can be seen in Table 6.3 aboVex receiptsthe most significant category by value, exhilfatisly
constant growth from R822.356 million in 2005/06R&.471 billion in 2011/12Tax receiptsreached
R1.037 billion in 2007/08. This is 8.9 per cent mdnan the R953.871 million collected in 2006/0&x
receiptsincrease annually and are projected to increaae annual average rate of 9.2 per cent over the
MTEF to reach R1.471 billion in 2011/12.

Tax receiptsas a percentage of total provincial own-source@meae, increased from 65.9 per cent in
2006/07 to 66.6 per cent in 2007/08, and are fuphgected to stabilise at an average of 72.9cpat of
provincial own-sourced revenue over the medium térne estimated increase over the MTEF is mainly
due to the increase in motor vehicle licence fégapr licence fees (once the revised KwaZulu-Natal
Liquor Bill has been enacted), as well as gamingmaes from casino and limited gambling machines,
coupled with the implementation of the new KwaZMatal Gaming and Betting Tax Bill and the
KwaZulu-Natal Gaming and Betting Bill.

The balance of provincial own revenue increasas fiR?$04.911 million in 2005/06 to R520.115 million
in 2007/08 and then continues to increase to RF88illion in 2011/12. The main contributor to this
category isSale of goods and services other than capital assdtich mainly consists of health patient
fees.Sale of goods and servicether than capital assetis projected to reach R313.819 million in
2011/12, at an annual average rate of 7.8 per@antthe 2009/10 MTEFSale of goods and services
other than capital assetsis a percentage of total provincial own-sour@emue, decreases from 15.9
per cent in 2007/08 to 15.7 per cent in 2008/09iarpiojected to stabilise at 15.7 per cent of proal
own-sourced revenue over the medium term. The atien contributor to this category is reflected
under Vote 6: Provincial Treasury, namely intemestenue, and the revenue accrued from this source
depends on cash balances and the prevailing ihtextess, hence the fluctuating trend. The provincia
fiscushas been under severe strain over the last tvamdial years (mainly as a result of the over-
spending by the Department of Health) resultinghie province currently utilising a bank overdraft
facility. The resultant interest revenue has thesreased significantly in 2008/09 and 2009/10, thed
picks up again to its 2007/08 levels over the owteryears of the 2009/10 MTEF.

The two minor categories by valuBale of capital assetand Financial transactions in assets and
liabilities, both show negative growth trends from 2005/06 ® 2008/09 Adjusted Budge&ale of
capital assetds expected to turn around significantly to a pesiaverage growth rate of 7.9 per cent
between the 2007/08 Adjusted Budget and the owar §f the MTEFFinancial transactions in assets
and liabilities, however, reflects a negative annual average groatthof 34.1 per cent from 2005/06 to
2008/09, then it becomes positive over the 200MTEF to reach R39.102 million in 2011/12, with an
annual average growth rate of 22.7 per cent. Treamdhese categories have always been difficult to
project, due to the unpredictability of these searof provincial own-source revenue.
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As shown in Table 6.4 above, the Department of §part continues to be the main contributor to total
provincial own revenue, accounting for an averagalmost 60 per cent of total provincial own revenu
over the 2009/10 MTEF period. Historically, the dgment’s revenue has shown strong growth, with
own revenue collections rising from R703.249 millim 2005/06 to R941.83 million in the 2008/09
Adjusted Budget. This increase is set to contineer the 2009/10 MTEF to R1.196 billion in 2011/a,
an annual average rate of 8.3 per cent.

Revenue generated froltotor vehicle licencdees increased by 4.4 per cent from R717.899 miliio
2006/07 to R749.631 million in 2007/08, and is potg¢d to increase to R1.05 billion in 2011/12. 'Ehes
increases are linked to the net growth of the megtiicle population over the same period, coupléd w
the annual increase in motor vehicle licence féas. growth in projected revenue can also be at&ibu
to the initiatives of the Department of Transpartimprove service delivery at the various regisigri
authorities for the registration and licensing aftar vehicles. The current initiative to addressear
licence fees will continue, with the aim to maint#ine arrears at less than 2 per cent of the hotébr
vehicle population. A large number of transactidhat were previously assigned to the registering
authorities are now centralised at provincial levelensure uniform recording of transactions wreere
discretionary measure is involved.

Presently, the variances between motor vehiclendiegfees charged across all provinces in all of the
various fee categories are significant. Debate Hen continuing at national and provincial levets
quite some time regarding the motor vehicle licefegevariance across provinces. Representatives fro
the revenue/public finance components of the varrovincial Treasuries subsequently met during the
fourth quarter of 2008 (first meeting of this n&uto discuss the issue of “fee equalisation”,a.anified
motor vehicle licence fee across all provincesigathe case with the health patient fee structuke).
present, the provinces with higher motor vehicterdice fees face the dilemma of people migrating to
register their motor vehicles in provinces where iotor vehicle licence fees are lower. The magaid
behind “fee equalisation” is that there will be @ified motor vehicle licence fee structure thatl o
determined at a national level. During the forthoanfinancial year, provinces will further analyde
costs and benefits of this proposal, before ratgythe adoption thereof. All provinces are expedted
benefit from this proposed structure to some degree

Another major contributor to provincial own reverigghe Office of the Premier, yielding more thah 1
per cent of total own revenue over the 2009/10 MTH#e Office of the Premier is projecting reasogabl
growth over the 2009/10 MTEF and this is in lingdhwhe expected growth in the gambling industry,
which is the department’s main source of revertiasino taxesnclude tax revenue from Limited
Gambling Machines (LGMSs).

Revenue generated fro@asino taxesncreased by 19.7 per cent from R162.073 millior2005/06 to
R194.038 million in 2006/07, and by 23.6 per ceniR239.866 million in 2007/08. It is further projed
that tax revenue from casinos will increase bygg@cent to R254.652 million in 2008/09. This irage

IS set to continue over the 2009/10 MTEF to R328.@#lion in 2011/12 at an annual average rate of 8
per cent. Revenue generated frlorse racing taxefcreased by 19.4 per cent from R31.982 million in
2005/06 to R38.174 million in 2006/07, and by 1get cent to R43.655 million in 2007/08. It is fueth
projected that horse racing revenue will increas®67.318 million in the 2008/09 Estimated Actual,
which includes a once-off amount of R22 millione®@d from the Bookmakers’ Control Committee in
respect of revenue not paid over by the entityngdback to 1980. The entity is not listed as a 8alee3
entity which can retain revenue.

This category continues to show good growth over2009/10 MTEF to R53.792 million in 2011/12, at
an annual average rate of 6.4 per cent. Revenueraged from gambling is unpredictable, and it is
therefore acknowledged that casino taxes depend large extent on the unexpected increases or
decreases in people’s disposable income.

The KwaZulu-Natal Gaming and Betting Tax Bill arktKkwaZulu-Natal Gaming and Betting Bill are
expected to be tabled in this financial year. Ise@ge, these new Bills aim to create a singleyetdit
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regulate gaming, as well as to facilitate the iase®l financial control and planning, which has the
potential to increase the revenue due to the pcevin

Revenue generated from liquor licence fees is eséicdhto reach R4.036 million in 2008/09, and isithe
anticipated to grow at an average rate of 125 pat over the 2009/10 MTEF to R46.095 million in
2011/12. These projected increases are subjebetagproval of the new KwaZulu-Natal Liquor Bill in
20009.

The KwaZulu-Natal Liquor Bill aims to bring unliceed traders from historically disadvantaged
communities into the tax net, enabling them to dsiitess in a free and conducive environment without
barriers to entry. The proposed KwaZulu-Natal LigBdl provides for the determination of applicatio
fees, annual licence renewals and penalties byMimister of Economic Development. The income
generated through the licensing system will actoutihe Provincial Revenue Fund. In terms of the new
legislation, the KwaZulu-Natal Liquor Board and tiesponsible departments and municipalities, chosen
as agents, will administer licensing of premisesllect liquor licence revenue and ensure the
reconciliation of revenue collected in terms of tguor Act.

The Provincial Treasury, in conjunction with thefi@d of the Premier, will commence with a detailed
review of both the tax structure, as well as the $eructure applicable to gaming in the provincee T
ideal tax regime to impose on the gaming industysthbe optimal and designed to leverage the
maximum benefit from the gambling industry, whilesimess and economic realities are acknowledged.
The ideal tax structure must have the possibilityincreasing receipts from this source by simply
tightening the tax band/levels. This method musb &le very effective in dealing with fiscal drag,tax
bands could be lowered just as easily as they eamibed. The present tax and fee structures waste |
reviewed in 1996, and a minimum adjustment for aitidin only would lead to a considerable
improvement in revenue collection.

The Department of Health is expected to colledt junsler 10 per cent of provincial own revenue dler
2009/10 MTEF. The department is projecting a 7.4 gent growth over the 2009/10 MTEF. Health
revenue decreased by 4.3 per cent from R148.54#mih 2007/08 to an estimated actual of R142.178
million in 2008/09 and is projected to increasdrt/6.22 million in 2011/12. The largest proportmn
revenue generated by the Health sector is from fess, which include patient fees and board for
accommodation paid by staff at the departmenttitinons.

With the Department of Health’'s over-spending 208 and projected over-expenditure in 2008/09,
MinComBud concretised a Cabinet decision to theatfthat a Joint Management Task Team (JMTT),
made up of Treasury and Health officials, be formEte mandate of the JMTT was to diagnose causes
of budget overruns in the Department of Health,eltgv and implement specific measures to contain
runaway expenditure and put in place measureseteept it from occurring again in the future. By the
end of August 2008, all diagnostic exercises haenbeompleted, thus heralding time to move to
implementation of further measures.

Coupled with that, the Department of Health is radao paying special attention to patient billinglan
revenue collection. One of the major objectivethed drive is to eliminate leaks in the systemwad as

to shorten patient payment intervals. The departngealso continuing with its programme of ongoing
training of staff at the various institutions. Rati fees show positive growth, mainly as a restilt o
measures being put in place to enhance revenuectioh. More attention is now being paid to the
assessment of patients’ ability to pay, the corlilting of patients and the timeous recovery obtde
from patients and other third parties such as naaiicls. Revenue collection processes are, totaicer
extent, affected by the use of manual billing systewith only six hospitals currently operating on
computerised billing systems. The department ihénprocess of implementing the system in five more
hospitals which fall under the Hospital Revitalisatprogramme. The system will be implemented & th
remaining hospitals as funds become available.clijective is to make health care more cost effectiv
so that quality of service can be improved forlthaefit of all patients.

45



Budget Statement 1

The Provincial Treasury also generates a signifipantion of own revenue through the interest edrne
on positive cash balances in the Inter-Governme@ash Co-ordination (IGCC) account and the
paymaster-general account. Revenue generated biyrdwencial Treasury decreased by 94.9 per cent
from R156.921 million in 2007/08 to an estimatethatof R8.026 million in 2008/09, and then incress
again by 150.7 per cent to R20.12 million in 20@9/This increase is set to continue over the 2@9/1
MTEF at an annual average rate of 9.1 per centl@1R48 million in 2011/12. The drastic decrease in
2007/08 and 2008/09 is mainly due to the Departroéiiealth’s over-expenditure in those two years
and its effect on the provincial cash balances.

6.5 Donor funding and agency receipts

Table 6.5 below shows information on donor fundamgl agency receipts, per department, for the period
under review. Table 1.F in thennexure - Budget Statemenprbvides the same information, together
with details of the donors and agencies. This flogds not voted for, and is relatively small inwal The
funding gives an indication of additional local d@nternational resources available to the province.

It is becoming increasingly important to monitoe tuality and quantity of services being providethw
regard to donor funding and agency receipts. Te ¢hient, with effect from 2007/08, the Provincial
Treasury required departments to report on donadifig and agency receipts on a quarterly basis Thi
was done mainly because departments commit theessdty projects and, when the donor funding
ceases, these commitments continue and have tarmed through voted funds in order to reach
completion.

Table 6.5 Donor funding and agency receipt

Name of Donor Organisation Outcome Main Adjusted  Estimated Medium-term Estimates
Audited  Audited  Audited | Budget  Budget  Actual
R000 2005/06 2006/07 2007/08 2008/09 2009/10 201011 2011112
Donor Funding 63 613 174 277 202244 159 957 170 335 248 258 93 445 25535 15518
Provincial Legislature 1141 157 198 - 1003 1003 - - -
Agriculture and Environmental Affairs 28 9085 2072 9733 11181 11181 17016 15195 15218
Economic Development - 109738 - 49162 - 64 223 47 805 10 040 -
Education 1934 19435 52 537 20 440 20 440 20 440 12144 -
Health 58 641 32427 140 895 77 522 134611 134611 16 080 - -
Housing 780 851 - 3100 3100 3100 400 300 300
Local Government and Traditional Affairs 1089 2584 6542 - - 13700 - - -
Agency Receipt 511 905 527 369 598 231 610 173 610173 649 617 31908 7420 7420
Office of the Premier - - 22147 - - 50 465 24908
Agriculture and Environmental Affairs 21118 1400
Local Government and Traditional Affairs - 1742 - - - - - - -
Transport 490 787 524 227 576 084 610 173 610173 599 152 7000 7420 7420
Total 575 518 701 646 800 475 770 130 780 508 897 875 125 353 32955 22938

6.5.1 Donor funding

The recipients of donor funding over the 2009/10 B#Tare the Departments of Agriculture and
Environmental Affairs, Economic Development, EdimatHealth and Housing.

The Department of Economic Development is the mgoipient of donor funding that is received from
the European Union until 2010/11. The funding bsirtggether a skilled private and public sector
technical team, funded through the European Unimmhthe provincial government, to implement projects
for local economic development.

The Department of Agriculture and Environmentalaf$ is another major recipient and receives donor
funding primarily from the Flemish government. TRiemish government is contributing R60 million

over a 5-year period from 2007/08 onwards (R36iomilbver the 2009/10 MTEF) for the Food Security
programme. This is an integrated programme lechbydepartment, and will involve other departments
like Health, Local Government and Traditional Affai Education, Housing, Social Development and
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Economic Development. This programme aims to im@rdwelihoods for poor families through
improved food security in various municipal aredbe department is also currently receiving donor
funds from the Danish Government for environmermgedgrammes. In addition, the department is
anticipating receiving donor funding from the WoHealth Organisation over the 2009/10 MTEF, which
has been made available by the Bill and Melindae&&toundation to assist the department with the
control of rabies in the province.

The Department of Health also receives donor fundiver the period under review (R16.08 million in

2009/10 only). The two major donors are the EuropBaion Primary Health Care Programme and
Atlantic Philanthropies. The European Union PrimBlgalth Care Programme mainly supports primary
health care programmes including HIV and AIDS. Tepartment has received a new donation from
Atlantic Philanthropies, which will be used to sigghen the capacity of nursing education instingin

the province.

The donor funds reflected against the Departmeiidofcation from 2005/06 onwards are received from
the Royal Netherlands Embassy. The departmentpisatixg to receive R12.144 million in 2009/10, and
funds from the Royal Netherlands Embassy are paittty over to the department, for developing

educational training centres.

The Department of Housing entered into a co-oparatgreement with the Flemish government in order
to establish housing components at municipalitiethé province. It is anticipated that the hougingject

will be finalised in 2011/12, whereafter no furttianding will be forthcoming for this purpose fraime
Flemish government.

6.5.2 Agency receipts

Agency receipts, which form part of the total nated funds, increased from R511.905 million in
2005/06 to a projected R649.617 million in 200840@ reduce to R7.420 million in 2011/12.

The primary beneficiary of agency receipts hasohisally been the Department of Transport thaisg#
these receipts to fund bus transport subsidiesf@andverload control. As mentioned above, with the
introduction of the Public Transport Operationsngria the 2009/10 MTEF, the agency receipts for the
bus subsidies fall away as from 2009/10, which &gl the substantial reduction in agency receips o
the 2009/10 MTEF. The minimal amount reflected otlee MTEF period for the Department of
Transport relates only to Overload Control.

The Office of the Premier is the only other depanirthat also receives funding in the 2009/10 MTEF,
(R24.908 million) from the Department of Labounyerds the roll-out of a strategic literacy progragnm
targeting illiterate adults in the province.

47






7. Expense

7. EXPENSE

7.1 Overall position

Total provincial expenditure increased from R33.3@Hon during 2005/06 to an estimated R55.138
billion in 2008/09. This positive growth is set ¢ontinue over the 2009/10 MTEF, with aggregated
expenditure rising to R71.682 billion in 2011/12heTadditional allocation, over and above the exsti
(2008/09 MTEF) growth within the various departngbtaseline caters for:

« Carry-through costs of the 2008/09 Adjustmentsnbzste;
« National sector specific priorities for Educatiétealth, Social Development and Transport;
« Increased personnel costs associated with higfatiam;

« Growth in some conditional grants, as well as tisduction of a number of new conditional grants
such as Disaster Management grants for Educatioansport and Housing, as well as the
llima/Letsema Projects grant, the Public Trans@grérators grant and the Sani Pass Road grant;

« Funding for various provincial priorities such de tPolitical Parties’ Fund and the Provincial
Legislature’s baseline adjustment; and

« The reduction of some departments’ baselines duketoeduction in the province’s equitable share
allocation resulting from the data changes infognithe equitable share formula, as well as
reductions to the province’s equitable share, etivagérom the global economic downturn.

7.2 Expense by vote

Table 7.1 below illustrates the summary of provahpiayments and estimates by vote. The trend asalys
reveals that most departments’ budgets are seictedse sizeably from the 2008/09 Main Budget to
2009/10 and over the ensuing two financial yeagspile the reductions in the province’s equitabkrs.
Greater detail of the payments and estimates engimder each Vote’'s chapter in Budget Statement 2.

Table 7.1: Summary of provincial payments and estimates by vote

Outcome Main Adjusted  Estimated . .
R000 Audited  Audited  Audited | Budget  Budget Actual Medium-term Estimates
2005/06 2006/07 2007/08 2008/09 2009/10 201011 201112

1. Office of the Premier 244 395 310 089 401 412 397 802 466 999 466 999 474518 467 628 495677
2. Provincial Legislature 126 083 160 791 209 999 208 708 249 968 249 968 294 562 305192 325832
3. Agriculture and Environmental Affairs 1204095 1291802 1252713 1665752 1879535 1859158 | 2009959 2230209 2401892
4. Economic Development 143310 414628 1419969 | 2646518 1945681 1929916 | 2401745 1531496 1372727
5. Education 15030000 16218726 18406747 | 21389127 22336744 22717251 | 24810039 27877779 30371724
6. Provincial Treasury 630979 506 002 379 645 522 072 570 139 564 500 642777 604 161 753 651

Operational budget 308079 246 002 306 722 333795 361 647 356 008 357 050 365 648 388 245

Growth Fund 47 900 20000 - - - - - - -

SMME Fund 100 000 215000

Poverty Alleviation Fund 175000 - - - - - - - -

Other developmental initiatives - 25000 72923 188 277 208 492 208 492 285727 238513 365 406
7. Health 10555752 11663951 14959441 | 15042826 15782985 17192971 | 17769956 20668416 22211802
8. Housing 974159 1252921 1522 181 1799693 1846160 1846160 | 2577313 2978110 3429341
9. Community Safety and Liaison 48 495 59 360 78 797 104 022 109 287 109 301 134 894 147 756 156 617
10. The Royal Household 29956 38147 39114 39 356 39 356 51458 42400 45202 47914
11. Local Government and Traditional Affairs 470972 654 132 744650 | 1027816 1037816 1037816 | 1131536 1268322 1344421
12. Transport 2279024 2539187 3121798 | 3755282 4418055 4506659 | 5267985 4851461 5257569
13. Social Development 746 226 941 579 1015188 | 1198113 1207052 1275578 | 1376681 1664207 1871577
14. Works 489758 450 267 479 297 733087 733087 752703 884 094 866 319 918 299
15. Arts, Culture and Tourism 238 658 266 249 291 404 355 260 358 445 358 445 375226 451235 417 936
16. Sport and Recreation 95217 113 566 160 598 215492 219213 219213 269 268 287 497 304 739
Total 33307079 36881397 44482953 | 51100926 53200522 55138096 | 60462953 66244990 71681718
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The Growth Fund and SMME Fund under Vote 6: Pragin€reasury in 2005/06 and 2006/07 were
relocated to Vote 4: Economic Development with effeom 1 April 2007. The Provincial Treasury was
the custodian of the provincial funding set aside the increase in the uptake of membership to the
Government Employees Medical Scheme (GEMS) withépadtments. This was distributed to the
various departments in 2008/09. The allocation regj@ther developmental initiativesver the MTEF
includes funding of R150 million in 2008/09 and 201D, being the province’s contribution towards the
construction of the Moses Mabhida Soccer staditiaisb makes provision for the implementation @f th
Occupation Specific Dispensation (OSD) for doctarsl specialists, which National Treasury has
requested Provincial Treasuries to allocate ta theties, until such time as the details of the-ooll of

the OSD have been determined.

The reduction in the 2008/09 Adjusted Budget, wkhempared to the Main Budget against Vote 4:
Economic Development, relates to a reprioritisatimaertaken by the department, whereby R700.837
million was surrendered to the Provincial Revenurd: This reduction impacted mainly on the Growth,
Co-operatives and SMME Funds. There is a furthducton from 2009/10 to 2011/12 against this vote,
relating to further reductions against these fuadswell as the Dube TradePort. These reductioms we
mainly necessitated by the province’s reductioth@equitable share, as discussed previously ig&ud
Statement 1.

The social sector services, comprising of Educatitealth and Social Development, also reflect pasit
growth over the MTEF, to deal with both nationattse priorities such as the occupation specific
dispensation, early childhood development, tubesisl- MDR/XDR, community home based care, etc.,
and provincial priorities such as boarding scholeatner transport, primary and tertiary healtrecand
health infrastructure improvement. However, it dddoe noted that mainly national priorities receive
new funds over the 2009/10 MTEF, due to the tfgitus

Table 7.2 below shows the analysis of paymentseatithates by major vote.

Table 7.2:  Analysis of payments and estimates by major vote

Outcome Adjusted i . Average annual growth
. - . Medium-term Estimates
Audited Audited Audited Budget 2005/06 - 2008/09 -
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011/12 2008/09 2011/12
R000
Education 15030000 16218726 18406747 | 22336744 | 24810039 27877779 30371724
Health 10555752 11663951 14959441 | 15782985 | 17769956 20668416 22211802
Social Development 746 226 941579 1015188 1207 052 1376 681 1664 207 1871577
Other Functions 6975101 8057141 10101577 | 13873741 | 16506277 16034588 17226615
Total expenditure 33307079 36881397 44482953 | 53200522 | 60462953 66244990 71681718
% of total expenditure
Education 451 44.0 414 42.0 41.0 421 424
Health 317 316 33.6 29.7 294 312 31.0
Social Development 22 26 23 2.3 2.3 25 26
Other Functions 20.9 21.8 22.7 26.1 27.3 24.2 24.0
Nominal growth (%)
Education 79 135 214 111 124 8.9 14.1 10.8
Health 10.5 28.3 55 12.6 16.3 75 14.3 121
Social Development 26.2 78 18.9 14.1 20.9 12.5 174 15.7
Other Functions 15.5 254 373 19.0 (2.9) 74 258 75
Total expenditure 10.7 20.6 19.6 13.7 9.6 8.2 16.9 10.4
Real growth (%)
Education 26 5.0 8.8 5.5 6.8 41 54 55
Health 5.0 18.6 (5.4) 7.0 10.6 27 5.6 6.7
Social Development 19.9 0.3) 6.6 8.4 14.9 74 84 10.2
Other Functions 9.8 16.0 231 13.0 (7.7) 26 16.1 2.3
Total expenditure 5.2 11.5 7.2 8.0 4.2 3.4 8.0 5.2

As mentioned, the social services sector spendisgti to increase substantially in both nominal raxadi
terms over the 2009/10 MTEF. Also, the share ofstieal services budget decreases from 79.0 pér cen
in 2005/06 to 74 per cent in 2008/09. However, dkier2009/10 MTEF, this share grows from 72.7 per
cent in 2009/10 to 76 per cent in 2011/12. Thismedhat the spending @ther Functionss decreasing
and that the focus is being shifted to the soatgte again. It should be noted tl@ther Functions
includes the cost of the construction of the Dulvad&Port, which has shifted funding away from

50



7. Expense

investment in the social sector. The level of fuigdrequired by Dube TradePort is lower over the
2009/10 MTEF than it was in the prior MTEF, therefoesulting in the change in trend.

The Department of Education remains the highesidipg provincial department, although at a dectinin
rate, from 42 per cent in 2008/09 to 41 per cer(09/10. It is encouraging to see that this nategiases
again to 42.4 per cent in 2011/12. The budget fdudation is set to increase by an average annual
nominal (real) growth rate of 10.8 (5.5) per cesilieen 2008/09 and 2011/12. This positive growtr ov
the 2009/10 MTEF is largely in respect of the higinran anticipated 2008 wage agreement, expans$ion o
teachers to improve the teacher/learner rationsite of the No Fee policy to Quintile 3 schoolgysort
provided to inclusive education, as well as an tamithl amount provided for Learner Teacher Support
Materials (LTSM).

The budget for Health shows the same trend as Edocavith good average annual nominal (real)
growth of 12.1 (6.7) per cent. The growth in thealite budget over the 2009/10 MTEF will enable the
department to strengthen its service delivery, al as the fight against XDR/MDR TB. Also, the
increased allocation will enable the departmemhéet national priorities such as the Occupatiorciipe
Dispensation for nurses, the reduction of infand @hild mortality, general health capacity and an
allocation to alleviate the inflationary pressums medical goods and services. The department's
percentage share of the total provincial budgelirex between 2005/06 and 2008/09 from 31.7 pefr cen
to 29.7 per cent, but then shows a significantdase to 31 per cent in the final year. It shous dle
noted that the OSD for doctors and specialistsetantplemented over the 2009/10 MTEF is excluded
from this analysis, as these amounts have beeunded!in Vote 6: Provincial Treasury following an
instruction in this regard from the National Tregsu

Given the social security function shift to the 8oAfrican Social Security Agency (SASSA) from Alpri
2006, Social Development’s budget shows a subatargduction and, in keeping with international
standards, the prior years have been adjusteddiagty. Social Development enjoys the largest growt
among the social sector departments, with an anauatage real growth of 10.2 per cent between
2008/09 and 2011/12. The strong growth over the92@D MTEF caters for, among others, the
implementation of OSD, employment of social auxjligdervices and expansion of community home
based care, early childhood development and sarficechildren in conflict with the law. In the 28020
MTEF, funding was only provided for the carry-thghbuof the higher than anticipated 2008 wage
agreement, as well an amount of R107.556 milliok(h1/12 for early childhood development.

The growth inOther Functionan 2008/09 and 2009/10 relates mainly to the Diepamts of Economic
Development and Transport with regard to the Dutz@Port (DTP), and the supporting road network,
as well as other roads of national importance.0b0211 and 2011/12, there is a decline in the atlon

for Dube TradePort. The allocation to the GrowtWME and Co-operatives Funds reduces over the
2009/10 MTEF, as discussed previously in this damimThese decreases, and the aforementioned
reduction in the allocation to DTP, result in amase in the percentage share@vner Functiondrom

27.3 per cent in 2009/10 to 24.0 per cent in 20A,1dhd a similar increase in the social service®se

7.3 Expense by economic classification

7.3.1 Provincial summary of payments and estimates by economic classification

Table 7.3 below, which presents a summary of paysnand estimates by economic classification, is
broken-down into three main categories, nam€lyrrent payments, Transfers and subsidiasd
Payments for capital asset®r the period 2005/06 to 2011/1Current paymentgonsume the bulk of
the total provincial spending and is set to rigafrR42.589 billion in 2008/09 (Estimated Actual) to
R55.763 billion in 2011/12. The largest proportiafi expenditure in this category relates to
Compensation of employeeasghich is set to increase from the Estimated ActiaR30.828 billion in
2008/09, to R39.195 billion in 2011/12.
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Table 7.3: Summary of payments and estimates by economic classification

Outcome Main Adjusted  Estimated . .
R000 Audited  Audited  Audited | Budget  Budget Actual Medium-term Estimates
2005/06 2006/07 2007/08 2008/09 2009110 2010111 201112
Current payments 27114255 29778849 35565540 | 39179111 41180676 42589066 | 46273856 51808832 55762 652
Compensation of employees 19659578 21758145 25794246 | 28484734 29468134 30828078 | 33226839 36681427 39194578
Goods and services 7438509 7991427 9693259 | 10694377 11712455 11760357 | 13047017 15127405 16549 555
Other 16 168 29217 78 035 - 87 631 - - 18519
Transfers and subsidies to: 3211970 4055105 5420173 | 7210990 6904683 6818691 | 8516659 7675642 8394395
Provinces and municipalities 339982 478 394 783710 944853 1133956 1061932 | 1076544 784 374 841551
Departmental agencies and accounts 442182 505 556 491 866 564 434 622 943 622 411 652 396 655 655 698 635
Universities and technikons - 100 1274 4156 4 856 560 4500 3300 -
Public corporations and private enterprises 429 290 557 960 845 660 857 143 74 679 76505 | 1114249 531194 546 727
Foreign governments and international organisations 704 264 162 986 1081 1081 1060 1124 1191
Non-profit institutions 1215513 1504290 2245311 | 3532145 3717230 3764535| 3656842 3210190 3373759
Households 784299 1008541 1052190 | 1307273 1349938 1291667 | 2011068 2489805 2932532
Payments for capital assets 2945489 3010744 3457985 | 4670254 5068381 5683557 | 5615139 6708025 7469387
Buildings and other fixed structures 2225041 2369206 2774040 | 3682632 4012364 4787839 | 4521579 5471076 6116516
Machinery and equipment 700813 618 514 646 537 981816 1028 543 868373 | 1083860 1227806 1342795
Cultivated assets - 23 99 42 112 96 340 380 404
Software and other intangible assets 18 707 17503 35595 5764 26 364 26 086 9360 8763 9672
Land and subsoil assets 928 5498 1714 - 900 900 - - -
Heritage assets - - - 98 263
Specilaised military assets - -
Total economic classification 33271714 36844698 44443698 | 51060355 53153740 55091314 | 60405654 66192499 71626 434
Statutory payments 35365 36 699 39 255 40 571 46782 46782 57299 52 491 55284
Total economic classification (incl. stat. pay.) 33307079 36881397 44482953 | 51100926 53200522 55138096 | 60462953 66244990 71681718

Transfers and subsidiehow a steady increase between 2005/06 and 2012 ecline to the 2008/09
Adjusted Budget is due to the reduction by the Diepant of Economic Development of the Growth,
SMME and Co-operatives Funds and the surrendeheset amounts to the Provincial Revenue Fund.
These allocations are also reduced over the 200WIBF, as well as the transfer to the DTP. This
reduction is, however, counter-acted to an extgrthb increase in the transfers relating to thedrated
Housing and Human Settlement Development grantyeds as transfers relating to the FET colleges
running their own financial affairs from 2009/10.

The spike in 2008/09 and 2009/10, and subsequefihdan 2010/11, is associated with the provincial
government’s contribution to the construction af Moses Mabhida soccer stadium in Durban, as well a
upgrading of other stadia in various municipalitiespreparation for the 2010 Soccer World Cup.

The trend inPayments for capital assetdso shows good growth over the seven-year peimodeasing
from R2.945 billion in 2005/06 to R7.469 billion 2011/12. A significant share of expenditure urttes
item is spent on physical infrastructure, throBglildings and other fixed structureGreater spending on
capital emphasises the government’'s determinatiobaost its capital stock and, subsequently, job
creation and economic growth.

Table 7.4 provides an analysis of payments by eoinmlassification, looking at nominal and real
growth, average annual growth and percentage sbfararious categories when compared to total
expenditure.

As a percentage of total expendituBeirrentexpenditure is the largest but it is declining rotme, from
81.5 per cent in 2005/06 to 76.6 per cent in 20D9kfore increasing to 77.9 per cent in 2011/12hivY

this categoryCompensation of employeesiare of total expenditure also shows a decreased9.1 per
cent in 2005/06 to 54.8 per cent in 2011/12. Altjlothe percentage share is declining, there isrsél
average annual growth of 4.7 per cent between PO0&hd 2011/12, meaning that non-compensation
increases at a faster rate than compensation,amitannual average real growth of 5.7 per centHer t
same period. The declining share @wmpensation of employeelearly shows that more resources are
being targeted towards service delivery spending.
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Table 7.4:  Analysis of payments and estimates by economic classification

Outcome Adjusted . . Average annual growth
- - - Medium-term Estimates
Audited Audited Audited Budget 2005/06 - 2008/09 -
2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 201112 2008/09 2011/12
R000
Current 27149620 29815548 35604795 | 41227458 | 46331155 51861323 55817936
Transfers 3211970 4055 105 5420173 6904 683 8516 659 7675642 8394 395
Capital 2945489 3010744 3457 985 5068 381 5615139 6708 025 7469 387
Compensation 19694943 21794844 25833501 | 29514916 | 33284138 36733918 39249862
Non-compensation 13612136 15086553 18649452 | 23685606 | 27178815 29511072 32431856
Non-compensation (excl. transfers) 10400166 11031448 13229279 | 16780923 | 18662156 21835430 24 037 461
Non-compensation non-capital (NCNC) 10666647 12075809 15191467 | 18617225 | 21563676 22803047 24 962469
NCNC (excl. transfers) 7454 677 8020 704 9771294 | 11712542 | 13047017 15127405 16568 074
Total expenditure 33307079 36881397 44482953 | 53200522 | 60462953 66244990 71681718
% of total expenditure
Current 81.5 80.8 80.0 775 76.6 783 77.9
Transfers 9.6 11.0 122 13.0 14.1 11.6 1.7
Capital 8.8 8.2 7.8 9.5 9.3 10.1 10.4
Compensation 59.1 59.1 58.1 55.5 55.0 55.5 54.8
Non-compensation 40.9 409 419 445 45.0 445 452
Non-compensation (excl. transfers) 31.2 29.9 29.7 315 30.9 33.0 335
Non-compensation non-capital (NCNC) 320 327 342 35.0 357 344 348
NCNC (excl. transfers) 22.4 21.7 22.0 22.0 21.6 22.8 23.1
Nominal growth (%)
Current 9.8 194 15.8 124 11.9 76 14.9 10.6
Transfers 26.2 337 274 23.3 (9.9) 9.4 29.1 6.7
Capital 22 14.9 46.6 10.8 19.5 114 19.8 138
Compensation 10.7 18.5 143 12.8 104 6.8 144 10.0
Non-compensation 10.8 236 27.0 14.7 8.6 9.9 20.3 11.0
Non-compensation (excl. transfers) 6.1 19.9 26.8 11.2 17.0 10.1 17.3 12.7
Non-compensation non-capital (NCNC) 13.2 25.8 226 15.8 5.7 9.5 204 10.3
NCNC (excl. transfers) 7.6 21.8 19.9 114 15.9 9.5 16.3 12.3
Real growth (%)
Current 44 104 38 6.8 6.4 28 6.2 53
Transfers 20.0 23.6 14.2 17.2 (14.3) 45 19.2 1.6
Capital (2.8) 6.2 314 5.3 13.6 6.4 10.7 8.3
Compensation 52 9.6 24 72 49 21 57 47
Non-compensation 53 14.3 13.8 9.0 32 5.0 1.1 57
Non-compensation (excl. transfers) 08 10.9 13.7 5.7 11.2 5.2 8.3 7.3
Non-compensation non-capital (NCNC) 76 16.3 9.8 10.1 05 46 11.2 5.0
NCNC (excl. transfers) 2.3 12.7 74 5.8 10.2 4.6 74 6.9

The percentage share Mbn-compensatioincreases from 40.9 per cent to 45.2 per cent thaeseven-
year period under review, while the categdign-compensation (excluding transfeis)expected to
increase over the 2009/10 MTEF, from 30.9 per ¢en83.5 per cent. This confirms government’s
commitment to increasing output of non-personnelise delivery to match the increasing demand.

Expenditure orfransfersclaims an increasing share of total expendituréou#009/10, where it peaks at
14.1 per cent compared to 9.6 per cent in 2005I0@. declining share to 11.7 per cent in 2011/12 is
attributed to the reduction in the funding for thebe TradePort, local government for the constoncti
and upgrading of soccer stadia ending in the 2@%Hancial year and the reduction in the Growth,
SMME and Co-operatives Funds. This decline hasséipe influence on th€urrentshare, where these
funds have been allocated within departments.

While Capital payments accounts for the smallest share of ®tpenditure, the annual average real
growth rate is the highest at 8.3 per cent betvi2@88/09 and 2011/12. Also, the shar&apital relative
to the total provincial budget increases from &8qent in 2005/06 to 10.4 per cent in 2011/12.

The real increase in capital spending supports rgovent’s efforts to reduce backlogs in the socil a
economic infrastructure, while at the same timereskl unemployment through the labour intensive
Expanded Public Works Programme (EPWP). In additionreased spending on capital shows the
government’s commitment towards strengthening itneest in its capital stock, and hence stimulating
economic growth in the province.
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7.3.2 Analysis of payments and estimates by economi ¢ classification — Education

Table 7.5 shows the Department of Education’s sumynod payments and estimates by economic
classification.

Table 7.5:  Analysis of payments and estimates summary by economic classification - Education

Outcome Adjusted . . Average annual growth
- - - Medium-term Estimates
Audited Audited Audited Budget 2005/06 - 2008/09 -
2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 201112 2008/09 2011/12
R000
Current 13536573 14543373 16253573 | 19517578 | 21835693 23867482 25769693
Transfers 752 855 927 895 1208 131 1547 226 1423 064 1732333 1916 839
Capital 740 572 747 458 945 043 1271940 1551282 2 277 964 2685192
Compensation 11879394 12951146 14654402 | 17264108 | 19161085 20708853 22003816
Non-compensation 3150 606 3267 580 3752 345 5072636 5648 954 7168 926 8367 908
Non-compensation (excl. transfers) 2387161 2311765 2 467 656 3525410 4225 890 5436 593 6451069
Non-compensation non-capital (NCNC) 2399 444 2492202 2730 744 3800 696 4097 672 4 890 962 5682716
NCNC (excl. transfers) 1657179 1592 227 1599171 2253470 2674608 3158 629 3765877
Total expenditure 15030000 16218726 18406747 | 22336744 | 24810039 27877779 30371724
% of total expenditure
Current 90.1 89.7 88.3 874 88.0 85.6 84.8
Transfers 5.0 57 6.6 6.9 57 6.2 6.3
Capital 49 4.6 5.1 5.7 6.3 8.2 8.8
Compensation 79.0 79.9 79.6 773 772 743 724
Non-compensation 21.0 201 204 227 228 25.7 276
Non-compensation (excl. transfers) 15.9 14.3 134 15.8 17.0 19.5 21.2
Non-compensation non-capital (NCNC) 16.0 15.4 14.8 17.0 16.5 175 18.7
NCNC (excl. transfers) 11.0 9.8 8.7 10.1 10.8 11.3 12.4
Nominal growth (%)
Current 74 1.8 201 11.9 9.3 8.0 13.0 9.7
Transfers 233 30.2 281 (8.0) 217 10.7 271 74
Capital 0.9 264 34.6 22.0 46.8 17.9 19.8 283
Compensation 9.0 132 17.8 11.0 8.1 6.3 133 84
Non-compensation 37 14.8 352 114 26.9 16.7 172 18.2
Non-compensation (excl. transfers) (3.2) 6.7 42.9 19.9 28.6 18.7 13.9 22.3
Non-compensation non-capital (NCNC) 39 96 39.2 7.8 194 16.2 16.6 14.3
NCNC (excl. transfers) (3.9 04 40.9 18.7 18.1 19.2 10.8 18.7
Real growth (%)
Current 2.1 34 76 6.3 39 3.1 43 44
Transfers 171 204 14.8 (12.6) 15.7 5.7 174 23
Capital 4.1 16.9 20.6 15.9 39.6 12.6 10.6 221
Compensation 36 46 56 55 2.7 15 46 32
Non-compensation (1.4) 6.2 212 58 206 1.5 8.2 12.5
Non-compensation (excl. transfers) (8.0) (1.3) 28.0 13.9 22.3 13.4 5.2 16.4
Non-compensation non-capital (NCNC) (1.3) 13 24.7 24 135 11.0 77 8.9
NCNC (excl. transfers) (8.7) (71) 26.3 12.8 12.3 13.9 23 13.0

Currentexpenditure comprises the highest proportion efdépartment’s budget. However, as a share of
total expenditureCurrent expenditure decreases from 90.1 per cent in 200&/087.4 per cent in
2008/09, before rising slightly to 88 per cent ©®02/10 and then decreasing again to 84.8 per oent i
2011/12.

Transfers,expressed as a share of the total expendituregdees between 2005/06 and 2008/09 as a
result of the introduction of the FET College Sed®acapitalisation grant, which has been phased int
the equitable share with effect from 2009/Ifansfersreflect a decrease in the share of total expereditu
between 2008/09 and 2009/10 as a result of oncésntfing allocated for the phasing in of National
Certificates (Vocational) [NC(V)] in terms of theEF Act, 2006. During the 2008/09 Adjustments
Estimate, funds allocated for the purchase of dcsiationery were transferred fro@oods and services

to Transfers,to allow the schools to purchase their own statiptier the 2009 school year. This was
necessitated by the fact that the department hadppwinted a service provider to supply the shatip.
Transfersreflect an increase in share of total expenditw@®vben 2010/11 and 2011/12, as a result of
additional funding allocated in the 2009/10 MTEF tloe extension of the No Fee schools policy.

Capital, expressed as a share of total expenditure, ipesefiom 4.9 per cent to 8.8 per cent between
2005/06 and 2011/12. The increase over the sevanpgriod can mainly be ascribed to the increase in
the Infrastructure Grant to Provinces. A significamcrease inCapital is reflected from 2010/11 to
2011/12, due to a further increase in the allocatmthe Infrastructure Grant to Provinces, speaily
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for Grade R infrastructure and Special Schoolstastiucture. The Infrastructure Grant to Provinces’
funds are utilised by the department to caterrfrastructure needs, addressing backlogs in imtretsire
provision and prioritising the eradication of uresédcilities in schools. Also included in this &tion is
funding for the equipping and furnishing of boagisthools, new FET sites, as well as IT infrastmect
for office accommodation.

Compensation’share of total expenditure shows a decrease frome¥&ent to 72.4 per cent between
2005/06 and 2011/12. While the percentage shatedseasing, the expenditure is still increasingeid
terms, with an annual average real growth rate.®foér cent between 2005/06 and 2008/09 and 3.2 per
cent between 2008/09 and 2011/12. This increasgscébr the 2008 wage agreement, including the
Occupation Specific Dispensation for educatorscihwvas implemented in 2008/09, as well as funds for
teacher assistants and additional support stafftaedannual personnel inflationary adjustment. The
decrease in the share of total expenditure is digation that other spending categories are inargag a
faster rate, indicative of increased focus on serdelivery.

Currentreflects higher annual real growth rate of 7.6 gent and 6.3 per cent in 2008/09 and 2009/10,
respectively, when compared to other financial gedihe average annual real growth rate between
2005/06 and 2008/09 is 4.3 per cent and 4.4 parbmdween 2008/09 and 2011/12. This reflects algtea
growth rate over the seven-year period.

The significant real growth of 20.4 per cent andBlger cent againgtransfersin 2007/08 and 2008/09,
respectively, is attributable to the transfer attishery funds to Non Section 21 schools to allbant to
procure their own stationery. The department a¢sieived an additional allocation in 2008/09 for the
phasing in of the National Certificate (VocationfiNC(V)] in terms of the FET Act, 2006, while
concurrently phasing out the old curriculum. Thegatese real growth in 2009/10 is attributable te th
once-off additional allocation in 2008/09, for timeplementation of the NC(V). The average annudl rea
growth between 2005/06 and 2008/09 is high, at pérdcent, due to reasons already mentioned above
and there is a significant drop to 2.3 per cenivbeh 2008/09 and 2011/12.

The significant real growth of 21.2 per cémt2008/09 againsNon-compensatiois attributable to the
once-off additional funds allocated to the FET €gdls for the phasing in of NC(V). There is also a
significant real growth of 20.6 per cent in 201Q/&vhich is attributable to additional funds allcezin
the 2009/10 MTEF for the extension of the No Fd®ets policy.

The average annual real growth increases from & 2¢nt between 2005/06 and 2008/09 to 13 per cent
between 2008/09 and 2011/12 fdon-compensation Non-capitdlhe reason for such a large difference
is that funds allocated for the purchase of statipnvere moved tdransfersin 2007/08 and 2008/0%o
allow the schools to procure their own stationexyree contract for the service provider was natlfged.

The funds for the purchase of stationery have lecated toGoods and servicesver the 2009/10
MTEF, as it is anticipated that the management tagiéihbe appointed.

7.3.3 Analysis of payments and estimates by econom ic classification — Health

Table 7.6 below shows the Department of Healthismnts and estimates by economic classification.
As was the case in previous years, the largese dfaotal payments is in respect©@firrent payments
where the percentage fluctuates between 87.4 pdrasel 90.5 per cent (2005/06 to 2007/08). The
expenditure level remains at approximately 89 st dor the period 2008/09 to 2011/12. The peak of
90.5 per cent in 2007/08 is as a result of the é@mgntation of the Occupational Specific Dispensatio
(OSD) for nurses (including once-off payments tases), as well as a larger than anticipated wage
increase in July of 2007. The largest compone@wfentis Compensation of employeegjich reflects

a steady proportion of total expenditure from 2087t an average of 57.8 per cent.

Compensatioralso shows a positive trend over the 2008/09 tdlA®1 period, with an average annual
real growth of 6.5 per cent. This will allow thepaetment to continue the implementation of the Heal
Professional Remuneration Review (also known asQbeupational Specific Dispensation) begun in
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2007/08. This has been under-funded, particularl®0d07/08, but additional funding was receivedha t
2008/09 Adjustments Estimate in this regard. Iltusthdoe noted that the OSD for doctors and spetsalis
IS to be implemented in 2009/10 but, as per inftvas from National Treasury, the funding for this
purpose over the 2009/10 MTEF has been allocat¥t® 6: Provincial Treasury.

Transfersremain fairly constant between 2005/06 and 2008tQth average of approximately 3 per cent.
Thereafter the share declines to 2.3 per centhi@ffinal two years of the 2009/10 MTEF as a resfilt
municipal clinics and other institutions being stered to the department, resulting in these cosis
being catered for und€@urrentrather than as a subsidy transfer.

The share of total expenditure @uapital decreases from 8.9 per cent in 2005/06 to 7.2 pat
2007/08, before increasing to 8.2 per cent in 2@8The decreasing share is largely attributablin¢o
decrease in the Hospital Revitalisation grant spenosh 2005/06 and 2006/07 as well as low spending
the Forensic Pathology Services grant in 2007/0& growth in share in 2008/09 is as a result of
additional funding for the purchase of machinergl aquipment, particularly in provincial hospitaBue

to the significant operational spending pressureghe department’s budget, particularly in 2007408
2008/09, the department has reprioritised somesfund2009/10 towards these pressures, hence the
temporary decline in share at 7.7 per cent. Theesipapws to 8.2 per cent in 2010/11 and 8.3 per icen
2011/12.

Table 7.6:  Analysis of payments and estimates summary by economic classification - Health

Outcome Adjusted ) . Average annual growth
. - - Medium-term Estimates

Audited Audited Audited Budget 2005/06 - 2008/09 -

2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011/12 2008/09 2011112
R000
Current 9228051 10359501 13542527 | 14003334 | 15899764 18484450 19845741
Transfers 384 568 366 242 345978 481420 504 014 481204 512 451
Capital 943 133 938 208 1070 936 1298 231 1366 178 1702 762 1853 610
Compensation 5866 764 6628 829 8643 767 9118823 | 10362138 11875430 12751563
Non-compensation 4688 988 5034 990 6315633 6664 162 7407 818 8792 986 9460 239
Non-compensation (excl. transfers) 4304 420 4668 748 5969 655 6182742 6903 804 8311782 8947 788
Non-compensation non-capital (NCNC) 3745855 4096 782 5244 697 5365931 6041640 7090 224 7606 629
NCNC (excl. transfers) 3361287 3730540 4898719 4884 511 5537 626 6 609 020 7094178
Total expenditure 10555752 11663951 14959441 | 15782985 | 17769956 20 668 416 22 211 802
% of total expenditure
Current 87.4 88.8 90.5 88.7 89.5 89.4 89.3
Transfers 36 3.1 23 31 28 2.3 2.3
Capital 8.9 8.0 7.2 8.2 7.7 8.2 8.3
Compensation 55.6 56.8 57.8 57.8 58.3 575 574
Non-compensation 444 432 422 422 4“7 425 426
Non-compensation (excl. transfers) 40.8 40.0 39.9 39.2 38.9 40.2 40.3
Non-compensation non-capital (NCNC) 355 35.1 35.1 34.0 34.0 343 342
NCNC (excl. transfers) 31.8 32.0 32.7 30.9 31.2 32.0 31.9
Nominal growth (%)
Current 12.3 30.7 34 135 16.3 74 14.9 12.3
Transfers (4.8) (5.5) 39.1 47 4.5) 6.5 78 21
Capital (0.5) 14.1 21.2 5.2 246 8.9 11.2 12.6
Compensation 13.0 304 55 136 14.6 74 15.8 11.8
Non-compensation 74 254 55 1.2 18.7 76 124 124
Non-compensation (excl. transfers) 85 279 36 11.7 204 7.7 12.8 13.1
Non-compensation non-capital (NCNC) 94 28.0 23 126 174 73 12.7 12.3
NCNC (excl. transfers) 11.0 31.3 (0.3) 134 19.3 7.3 13.3 13.2
Real growth (%)
Current 6.7 20.9 (7.3) 7.9 105 26 6.1 6.9
Transfers (9.5) (12.6) 247 0.5 9.2) 1.7 (0.5) (2.8)
Capital (5.5) 5.6 8.6 (0.0) 18.5 4.0 2.7 7.2
Compensation 74 20.6 (5.5 8.0 8.9 26 7.0 6.5
Non-compensation 2.1 16.0 (5.4) 5.6 128 2.8 38 7.0
Non-compensation (excl. transfers) 3.1 18.3 (7.2) 6.1 14.5 2.8 4.2 7.7
Non-compensation non-capital (NCNC) 39 184 (8.3 7.0 11.6 25 41 6.9
NCNC (excl. transfers) 55 214 (10.6) 7.7 13.5 2.5 4.6 7.8

In both nominal and real terms, the departmenthi®smving average annual growth from 2008/09 to
2011/12 in all categories exceptansfers This increasing growth rate is higher than it i@s2005/06

to 2008/09, due to significant increased allocaitmthe department in 2010/11 and, to a lessenext
2011/12.
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The negative real average annual growtfinansfersfrom 2008/09 to 2011/12 is attributable to theetak
over of municipal institutions by the province aasamentioned above. This process also contribates t
the higher growth rate iGurrent

Due to consistent growth in allocations to both kHuespital Revitalisation grant and the Infrastruetu
Grant to Province<Capital payments show an average annual real growth giét.2ent for the 2008/09

to 2011/12 period. This gives an indication that tdepartment will continue to improve its capits$ets
through the Clinic Upgrading and Building programamel, adding to this, is the expansion of emergency
medical services, which will provide better accésshealth facilities in the deep rural areas of the
province as well as comply with FIFA 2010 requiretse Furthermore, the department will continue
upgrading its district hospitals to increase theacity of these institutions.

7.3.4 Analysis of payments and estimates by economi ¢ classification — Social Development

Table 7.7 below shows Social Development’s paymants estimates by economic classification. As a
share of the department’s total expendit@etrent fluctuates from 51.2 per cent in 2005/06 to 4&7 p
cent in 2006/07, with an upward trend in 2007/08Key at 58.7 per cent in 2008/09. The trend then
declines over the 2009/10 MTEF reaching 45.5 pet oe 2011/12. Despite this sharp decline in the
share of total expenditur€urrentpayments show an average annual real growth gbetr.2ent between
2008/09 and 2011/12.

Table 7.7:  Analysis of payments and estimates summary by economic classification - Social Development

Outcome Adjusted . . Average annual growth
- - - Medium-term Estimates
Audited Audited Audited Budget 2005/06 - 2008/09 -
2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 201112 2008/09 2011/12
R000
Current 381763 458 518 565 597 708 808 721857 793 956 851800
Transfers 323187 426 986 410 486 395 407 517 089 708 788 848 895
Capital 41276 56 075 39105 102 837 137735 161463 170 882
Compensation 235538 285983 346 767 451390 516 509 579753 621682
Non-compensation 510 688 655 596 668 421 755 662 860 172 1084 454 1249 895
Non-compensation (excl. transfers) 187 501 228 610 257 935 360 255 343 083 375 666 401 000
Non-compensation non-capital (NCNC) 469 412 599 521 629 316 652 825 722 437 922 991 1079013
NCNC (excl. transfers) 146 225 172 535 218 830 257 418 205 348 214 203 230 118
Total expenditure 746 226 941 579 1015188 1207 052 1376 681 1664 207 1871577
% of total expenditure
Current 512 48.7 55.7 58.7 524 47.7 455
Transfers 43.3 45.3 404 328 376 426 454
Capital 5.5 6.0 39 8.5 10.0 9.7 9.1
Compensation 316 304 342 374 375 348 332
Non-compensation 68.4 69.6 65.8 62.6 62.5 65.2 66.8
Non-compensation (excl. transfers) 25.1 24.3 25.4 29.8 24.9 22.6 214
Non-compensation non-capital (NCNC) 62.9 63.7 62.0 541 525 55.5 57.7
NCNC (excl. transfers) 19.6 18.3 21.6 213 14.9 12.9 12.3
Nominal growth (%)
Current 20.1 234 253 18 10.0 73 229 6.3
Transfers 321 (3.9) (3.7) 308 3741 19.8 7.0 290
Capital 35.9 (30.3) 163.0 33.9 17.2 5.8 35.6 18.4
Compensation 214 213 30.2 14.4 12.2 72 242 13
Non-compensation 284 20 131 13.8 26.1 15.3 14.0 18.3
Non-compensation (excl. transfers) 21.9 12.8 39.7 (4.8) 9.5 6.7 24.3 36
Non-compensation non-capital (NCNC) 217 50 37 10.7 27.8 16.9 116 18.2
NCNC (excl. transfers) 18.0 268 17.6 (20.2) 43 74 20.7 (3.7)
Real growth (%)
Current 14.2 141 12.3 (3.2) 46 25 135 12
Transfers 256 (11.1) (13.7) 243 303 14.4 (1.2) 228
Capital 29.1 (35.5) 135.7 273 114 1.1 25.2 12.8
Compensation 154 121 16.7 8.7 6.7 24 14.7 59
Non-compensation 22.0 (5.7) 13 8.2 19.9 10.1 52 12.6
Non-compensation (excl. transfers) 15.9 43 25.2 (9.5) 4.1 2.0 14.8 (1.3)
Non-compensation non-capital (NCNC) 214 (2.9) (7.0 52 215 11.7 3.1 12.6
NCNC (excl. transfers) 12.1 17.3 5.4 (24.2) (0.8) 2.6 11.5 (8.3)
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The fluctuating trend in the percentage shar€wfrentis caused by a similar trend Tmansfers mainly
attributable to the low spending in the former gneged Social Development Services grant (FoodeReli
due to various problems, including a number of éerappeals. Spending pressure€urrentin 2008/09
required some reprioritisation from other categoitethe 2008/09 Adjustments Estimate and thisexhus
the share offransfersto drop to a low of 32.8 per cent. Furthermoraniaallocation ofCapital to
Transfersin 2008/09, for the costs of building one-stoptoes) added to this drop. The strong growth in
national priority funding in 2010/11 and 2011/12r{g childhood development, home community based
care and children in conflict with the law) sees #hare off ransfersreaching 45.4 per cent in 2011/12.
Transfersexperience a real average growth from 2008/090tblA2 of 22.8 per cent compared to a
negative growth from 2005/06 to 2008/09 of 1.2 gt

For its partCapital spending as a percentage of total expenditurergetirom 2005/06 to 2007/08, due
to the late processing of claims in 2007/08, whielsulted in expenditure being deferred to the
subsequent year.

In 2008/09,Compensationis anticipated to account for 37.4 per cent oflt@xpenditure, which is
significantly higher than in previous years. Theinmeeason for this is the Occupational Specific
Dispensation (OSD) for social workers, as well &égher than anticipated general salary increaslan
year. ThereafteCompensation’share declines to 33.2 per cent in 2011/12. Tlerage annual real
growth from 2008/09 to 2011/12 is at a reasonalfep®r cent. Apart from the OSD and annual salary
increments, this increase will cater for the filiof key vacant posts within the department.

Transfersaccount for the second largest share of total redipee in 2008/09 and over the 2009/10
MTEF, afterCurrent This indicates the strong growth in the roletd private sector in providing social
welfare services to the province. Real expendibur€ransfersis set to increase by 22.8 per cent between
2008/09 and 2011/12. This is due to the effecthef tarious national priorities funded in the 20@8/0
MTEF, with carry-through costs. As was mentionedie the funding for a number of these priorities
grows strongly in the two outer years of the MTEF.

The negative real average annual growtNam-compensation (excluding transfeoser the MTEF is as

a result of a number of once-off payment<Gioods and servicas 2008/09 (the base year) including a
number of natural disasters. In addition, the depamt incurred higher than expected expenditura as
result of the unanticipated hiring of office accoodation, hired office equipment and the running cbs
the departmental vehicle fleet. The department rajected that these costs will be contained in the
MTEF.

7.3.5 Analysis of payments and estimates by economi ¢ classification — Other departments

Table 7.8 below shows the remaining departmentgingaits and estimates by economic classification
(i.e. all departments excluding Education, Healtth Social Development).

The share o€urrentpayments to total budget is set to decrease fradh fer cent in 2005/06, to 54.3 per
cent in 2011/12. This is also reflected throughealide in the percentage share of total expendibare
Compensationrand Non-compensation (excl. transferdlthough the proportion oCompensations
declining, this category reflects a healthy averageual real growth rate of 7.6 per cent for theoge
2008/09 to 2011/12, illustrating the strengthendirigcapacity by government in its efforts to improve
service delivery.Non-compensatiois expected to decrease its share of total expaerdifrom 80.7 per
cent in 2008/09 to 77.5 per cent in 2011/12. Theswas for this reduction are provided in each Viote
Budget Statement 2. The primary reason is the tegtum Transfersover this period, which is explained
in greater detail below.

58



7. Expense

Table 7.8:  Analysis of expenditure summary by classification - Other

Outcome Adjusted . . Average annual growth
- - - Medium-term Estimates

Audited Audited Audited Budget 2005/06 - 2008/09 -

2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 201112 2008/09 2011/12
R000
Current 4003 233 4454 156 5243098 6997 738 7873 841 8715435 9350702
Transfers 1751360 2333982 3455578 4 480 630 6072492 4753 317 5116210
Capital 1220 508 1269 003 1402 901 2395 373 2 559 944 2 565 836 2759703
Compensation 1713247 1928 886 2188 565 2680 595 3244 406 3569 882 3872801
Non-compensation 5261854 6128 255 7913012 | 11193146 | 13261871 12464706 13353814
Non-compensation (excl. transfers) 3510494 3794273 4 457 434 6712 516 7189 379 7711389 8 237 604
Non-compensation non-capital (NCNC) 4041 346 4 859 252 6510 111 8797773 | 10701927 9898870 10594 111
NCNC (excl. transfers) 2289 986 2525270 3054 533 4317 143 4629 435 5145 553 5477901
Total expenditure 6975101 8057141 10101577 | 13873741 | 16506277 16034588 17 226 615
% of total expenditure
Current 574 55.3 51.9 50.4 47.7 54.4 54.3
Transfers 25.1 29.0 342 323 36.8 29.6 29.7
Capital 17.5 15.8 13.9 17.3 15.5 16.0 16.0
Compensation 24.6 23.9 217 19.3 19.7 22.3 225
Non-compensation 75.4 76.1 783 80.7 80.3 7.7 775
Non-compensation (excl. transfers) 50.3 471 441 484 43.6 48.1 47.8
Non-compensation non-capital (NCNC) 57.9 60.3 64.4 63.4 64.8 61.7 61.5
NCNC (excl. transfers) 32.8 31.3 30.2 31.1 28.0 321 31.8
Nominal growth (%)
Current 11.3 177 335 125 10.7 73 205 10.1
Transfers 333 48.1 29.7 355 (21.7) 76 36.8 45
Capital 40 10.6 70.7 6.9 0.2 7.6 25.2 48
Compensation 12.6 135 225 21.0 10.0 8.5 16.1 13.0
Non-compensation 16.5 29.1 415 18.5 (6.0) 71 286 6.1
Non-compensation (excl. transfers) 8.1 175 50.6 7.1 7.3 6.8 24.1 7.1
Non-compensation non-capital (NCNC) 20.2 34.0 35.1 21.6 (7.5) 7.0 296 6.4
NCNC (excl. transfers) 10.3 21.0 41.3 7.2 111 6.5 235 8.3
Real growth (%)
Current 58 8.9 19.6 6.9 5.2 25 113 49
Transfers 26.7 36.9 16.2 28.8 (25.6) 28 26.3 (0.5)
Capital (1.2) 2.2 53.0 1.5 (4.7) 2.7 15.6 (0.2)
Compensation 70 49 9.8 15.0 4.6 36 72 76
Non-compensation 10.7 19.4 26.8 12.6 (10.7) 23 18.8 1.0
Non-compensation (excl. transfers) 27 8.6 35.0 1.8 2.0 2.0 14.6 1.9
Non-compensation non-capital (NCNC) 14.3 239 211 15.6 (12.1) 22 19.7 13
NCNC (excl. transfers) 4.8 11.9 26.7 1.9 5.7 1.7 14.1 3.1

The categoryiransfersshows declining real growth of 0.5 per cent fron@&09 to 2011/12 due to the
following:

« Local Government and Traditional Affairs’ infrastture provision for soccer stadia discontinues in
2009/10, as these stadia have to be completechenfaor the 2010 World Cup;

« Transfers to the Growth, SMME and Co-operatives dsyrhoused under Vote 4: Economic
Development, were all reduced over the 2009/10 MTéike to the province having to fund a
reduction in the equitable share over the MTEFsMms brought about by changes in the data that
informs the equitable share formula, as well asatbdd-wide economic downturn; and

« In the two outer years of the MTEF, funding for babe TradePort was reduced, partially for the
reasons stated in the point above, and partialtplree of the completion of the airport portiontaf t
Dube TradePort project. This project continuesr&@10, albeit at reduced funding levels, to allow
for further development of the multi-modal logisticub at the airport site.

Capital payments also show a negative annual averaggmaath of 0.2 per cent between 2008/09 and
2011/12, with the share of total expenditure desirgafrom 17.3 per cent in 2008/09 to 16 per cant i
2011/12. The bulk of the decrease is due to the-offcallocation of R616.773 million for the Tramsp
Disaster Management conditional grant providechén2008/09 Adjustments Estimate, for storm damage
to roads on the South Coast in June 2008.
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7.4 Expense by District Municipal Area

Table 7.9 below provides an analysis of provinsia¢énding (excluding operational costs) per District
Municipal Area (DMA) from 2007/08 to 2011/12. Thetdil of departmental spending within each DMA
is provided in Budget Statement 2.

Again, in the 2008/09 budget process, emphasispleagd on accuracy in analysing budgets in terms of
spending in district municipalities, ensuring ahgent with the Provincial Spatial Economic
Development Strategy (PSEDS) and Integrated Dewsdop Plans (IDPs), and reviewing departmental
budgets and service delivery in spatial terms. Tihs enabled departments to align their budgetstivit
PSEDS by providing spending by DMA. It should beeabthat this process commenced in 2007/08, and
while a lot of progress has been made in the dilmtaf service delivery spending at a district ricipal
area, some work still needs to be done in improtigquality of the data.

Table 7.9: Summary of payments and estimates by district municipal area

. - . . Average
District Municipal Area Audited Estimated Medium-term Estimates Percentage share annual
Actual Actual growth
R000 2008/09 -
2007/08 2008/09 2009110 201011 201112 2007/08 2008/09 2009/10 201011 2011112 201112
eThekwini 12635321 | 14406644 | 15992420 17105880 18473009 30.8 28.9 295 284 28.5 8.6
Ugu 2268018 3010333 | 3059996 3538304 3796059 55 6.0 5.6 5.9 5.9 8.0
uMgungundiovu 9238047 | 10729363 | 12310898 13474975 14532524 226 215 27 224 225 10.6
Uthukela 1896 377 2512301 2493273 2882295 3102191 46 5.0 46 438 438 73
Umzinyathi 1568073 2009770 | 2253741 2581579 2757042 38 4.0 42 43 43 1.1
Amajuba 1508 733 2042 665 1913831 2209 161 2376 976 37 4.1 35 37 37 52
Zululand 3017713 3746121 4059698 4537384 4892786 74 75 75 75 76 9.3
Umkhanyakude 2125682 2979679 | 2662215 2998712 3233429 5.2 6.0 49 5.0 5.0 2.8
uThungulu 3182087 | 4213841 4431915 5091153 5463316 78 8.4 8.2 85 8.4 9.0
llembe 1946 344 2396293 | 2540696 2911179 3115028 48 48 47 48 48 9.1
Sisonke 1578 449 1886347 | 2453317 2810006 2978535 39 38 45 47 46 16.4
Total 40964844 | 49933357 | 54172000 60140 627 64 720 895 100.0 100.0 100.0 100.0 100.0 9.0

The total provincial operations budget increasedanfiR40.965 billion in 2007/08 to R64.721 billion in
2011/12. Spending in DMA fluctuates, due to varyprgjects undertaken by departments at different
intervals. There is an increasing trend in the letidgd spending over the five-year period undeeveyv
which is consistent with the growth in these areas.

The bulk of the provincial spending occurs withire teThekwini area, with spending increasing from
R12.635 billion in 2007/08 to R18.473 billion in2012. This is due to the allocation of provincelavi
projects such as the Provincial State Guest Hondettee Provincial Public Service Training Academy
(Office of the Premier), Taking Legislature To tReople programme (Provincial Legislature), Dube
TradePort project (Economic Development and Trarigpthe construction of the Moses Mabhida
Soccer Stadium and other infrastructural develogsngwards the 2010 World Cup, the construction of
King Shaka International Airport (KSIA), as well apending relating to other organisations such as
major art centres and public entities funded byadiepents concentrated mainly in the eThekwini area.
However, as a proportion of total expenditure, sirggnwithin this area decreased by 2.3 per cemhfro
2007/08 to 2011/12, which can be attributed tosthiéting of focus to other district areas in theynce.

The second largest spending occurs in uMgungundieiiere spending increased from R9.238 billion in
2007/08 to R14.533 billion in 2011/12. This candigibuted to the fact that the Head Offices of all
departments are based in this area, and a numbisgiobudgets are recorded as spent within tigone

On the other hand, the fastest growing spendingreda Sisonke, with an average annual growth ahte
16.4 per cent between 2008/09 and 2011/12. Thisbeaattributed to the additional allocations foe th
incorporation of Umzimkulu, to be used for imprayiservice delivery within the area to the samelleve
as other areas of the province. The smallest grawspending is in Umkhanyakude, with an average
annual growth of 2.8 per cent between 2008/09 &1d/22.

The overall spending within DMA is set to increagean average annual nominal growth of 9 per cent,
which is a decrease from previous years.
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7.5 Expense by policy area

Table 7.10 shows the summary of payments and @ssniiy policy area, details of which are shown in
Table 1.E of thé\nnexure - Budget Statement 1.

Expenditure on the policy areas in the province sigsificantly increased over the seven-year period
The provincial spending has more than doubled 2606/06 to 2011/12.

Table 7.10: Summary of payments and estimates by policy area

0 . Adjusted Estimated . .
Audted  Audited  Audited | NN Dudget BLlldget Actual Medium-term Estimates

R000 2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112

General Public Services 1831387 2041790 2384674 2963 640 3117419 3154 480 3523 807 3680608 3904 546
Public Order & Safety Affairs 418 928 448 507 515548 540 671 559 936 562 967 615410 663 681 704 538
Education Affairs & Services 15310355 16511110 18755530 | 21800947 22747085 23161562 | 25249441 28349444 30872362
Health Affairs & Services 10279527 11390105 14621719 | 14664684 15403489 16778986 | 17361247 20228110 21743842
Community & Social Services 742 313 936 023 1006 950 1186913 1195 852 1264378 1364 846 1651698 1858 317
Housing & Community (Amenity) Affairs & Services 1326 603 1640016 1973255 2311305 2361510 2360136 3178520 3615449 4104911
Recreational, Cultural & Religious Affairs & Services 247 467 274 747 348 756 450 077 458 573 458 573 514 557 607 174 583131
Agricultural Affairs & Services 814 333 848 394 758 029 1081799 1291409 1274408 1330 603 1510 486 1639438
Transportation & Communication Affairs & Services 1796 076 202279 2534615 3158 847 3805620 3878742 4521798 4052 356 4409 408
Other Economic Affairs & Services 540 090 767 910 1583877 2942043 2259629 2243 864 2802724 1885984 1861225
Total 33307079 36881397 44482953 | 51100926 53200522 55138096 | 60462953 66244990 71681718

The largest share of the provincial budget is sperf#ducation Affairs and Serviceshich is anticipated
to grow from R25.249 billion in 2009/10 to R30.8@®&ion in 2011/12. This follows previous trends,
where the bulk of the provincial budget is spenttlis policy area, an indication of the province’s
strategy to develop human capability. The secomdekti spending share is ditealth Affairs and
Serviceswhich is expected to increase from R17.361 Millio 2009/10 to R21.744 billion in 2011/12.
This is evidence of the province’s commitment tadgathe provision of effective and efficient healtire
services to the people of the province.

Spending orCommunity and Social Servigéle third social sector area, has significantiprioved from
R742.313 million in 2005/06 to R1.264 billion in@09, and is set to increase from R1.365 billion i
2009/10 to R1.858 bhillion in 2011/12. This is mginh respect of social welfare services and
development in the province.

Also, the significant growth i@ther Economic Affairs and Servidestween 2007/08 and 2009/10 can be
attributed to major projects such as the Dube TRadeand KSIA. Other projects/initiatives contriiogf

to the increase in this area are the SMME, Growth @o-operatives Funds, the Richards Bay Industrial
Development Zone, and other projects relating €210 World Cup being undertaken in the province.

The categorie§ransportation and Communication Affairs and Segi@andHousing and Community
(Amenity) Affairs and Servicefiow good growth over the period under review. This be attributed to
spending on roads linking the Dube TradePort aedBIA, which is expected to be commissioned for
the 2010 World Cup, as well as the need to proammmmodation for the 2010 World Cup. Transport
also receives a new conditional grant, namely tiigli® Transport Operations grant from 2009/10, with
funding of R647.396 million having only been prostbfor in the first year of the MTEF at this stage.
This explains the decline in this policy area betw@009/10 and 2010/11.

7.6 Infrastructure expense

7.6.1 Trends in infrastructure expense

Table 7.11 below shows a summary of provincial payts and estimates on infrastructure in terms of
New infrastructure assetndExisting infrastructure assetéJnder the categorixisting infrastructure
assets payments and estimates are divided into threecatdmories, namelylaintenance and repairs,
Upgrading and additionsandRehabilitation and upgrading,
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Thelnfrastructure transfecategory refers to transfers of funding to munilij@s and public entities for
infrastructure projects, as well as the Integrédedsing and Human Settlement Development grantrunde
Vote 8: Housing. The provincial contribution to thenstruction of the Moses Mabhida Stadium, in
eThekwini, for the 2010 Soccer World Cup, is alateced for under this category. Included alsohés t
provision for the Dube TradePort and rejuvenatibriosvnship trading centres, which is collectively
R1.489 billion in 2009/10, reducing to R616.905limil in 2010/11 and R459.503 million in 2011/12 for
the DTP and the rejuvenation projects.

Table 7.11: Summary of infrastructure payments and estimates

Outcome Main Adjusted  Estimated . .
R000 Audited  Audited  Audited | Budget Bledget Actual Medium-term Estimates
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112
New Infrastructure assets 938 488 942 112 1508070 | 2045385 1868350 1593565 | 1851277 2456334 2800806
Existing infrastructure assets 2659610 2910744 3207175| 4145618 4825150 5195302 | 5312594 6027546 6493 535
Maintenance and repair 1187759 1334461 1585430 | 2056999 2259764 2130752 | 2242868 2537419 2693296
Upgrading and additions 1172991 1224826 1072249 | 1533894 1212527 2425131 | 2231397 2446392 2683326
Rehabilitation and refurbishment 298 860 351457 549 496 554725 1352859 639419 838329 1043735 1116913
Infrastructure transfer 659 110 934 975 1464425 | 2954442 3000780 2937185| 3717266 3135201 3552536
Current - 31000 89 000 139 500 139 500 139 500 174 876 31953 37441
Capital 659 110 903 975 1375425 | 2814942 2861280 2797685| 3542390 3103248 3515095
Capital infrastructure 3069449 3422370 4505240 | 6948946 7295016 7455800 | 8463393 9049709 10116 140
Current infrastructure 1187759 1365461 1674430 2196499 2399264 2270252 | 2417744 2569372 2730737
Total 4257208 4787831 6179670 | 9145445 9694280 9726052 | 10881137 11619081 12846877

Table 7.11 shows an increase in value of the poidimllocations for infrastructure, from R4.25Mibin

in 2005/06 to R12.847 billion in 2011/12. This piv& trend of growth over the years is due to the
provincial government’s commitment to the reductioh infrastructural backlog, and it contributes
positively to the economic growth of the provintevestment in infrastructure has a positive impatt
job creation and poverty alleviation.

The infrastructure portion of the budget shows arage annual growth of 33 per cent between 2005/06
and the 2008/09 Estimated Actual, with the higlyeetvth of 57 per cent experienced in the immediate
financial year. The trend is expected to continuerdhe 2009/10 MTEF, estimated to average 8.7 per
cent annually. This is in line with the provincralcognition and commitment to infrastructure as ohe
the economic growth drivers.

It should be noted that, based on Table 7.11 abthee,bulk of the allocation caters fdxisting
infrastructure assetsaimed at protecting the inherent value througppgrading and additionsand
Rehabilitation and refurbishmentand thus enhance the existing assets before hgiltéw. This will
result in greater efficiency and more effectiveremmic and community development, thereby improving
the quality life of the citizens of the province.

Table 7.12 below shows the split of infrastructpeyyments and estimates by vote. The growth in the
infrastructure allocations mentioned above is otflé against most departments, and especially rwithi
the major infrastructure departments like Transpéotusing, Education and Health.

Infrastructure spending in Transport relates t@abdiation and upgrading of the existing road rat
which includes roads, bridges and construction es pedestrian bridges that will assist in providing
access to community facilities. The investmentrams$portation infrastructure will encourage transit
oriented economic development and enhance moflitgustainable transportation modes.

Spending on infrastructure by the Department of ditoy relates mainly to the Integrated Housing and
Human Settlement grant. A substantial increasebeaseen between 2008/09 and 2009/10. This relates
mainly to an increase in the amount allocated lidg grant, as well as an additional amount of R150
million allocated in 2009/10 for the Housing DisarsManagement grant. This grant will be used td dea
with the damage caused to houses during recemstor
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The Department of Education’s infrastructure budgiit be spent on rehabilitation and upgrading and
maintenance of existing classrooms and sanitatamlittes and laboratories, computer centres and
building new facilities when the need arises.

Health’s infrastructure spending will largely focos the building of clinics and community health
centres in rural areas, as well as the revitatisadif existing hospitals, through the Hospital Raigation
conditional grant.

For its part, the Department of Economic Developt'seinfrastructure spending is mainly for the Dube
TradePort and rejuvenating of township trading mnand small towns.

Local Government and Traditional Affairs will fitisoff the soccer stadia across the province, which

therefore explains the decrease in the outer yetirecoMTEF. Further details on departmental spemdin
on infrastructure can be foundAmnexure — Budget StatemerdaridBudget Statement 2

Table 7.12: Summary of infrastructure payments and estimates by vote

Outcome Main Adjusted  Estimated . .

R000 Audited Audited Audited Budget Budget Actual Medium-term Estimates

2005/06 2006/07 2007/08 2008/09 2009/10 201011 2011112
1. Office of the Premier - 3538 11623 8415 8370 8370 3000 600 600
2. Provincial Legislature 13248 4174 3740 1754 1754 1754 1885 1999 2119
3. Agriculture and Environmental Affairs 74 267 53097 37 895 95244 156 827 154 575 115 880 174174 183 651
4. Economic Development - - 431000 | 1493439 1493439 1499439 | 1533848 789 528 769078
5. Education 747673 767 496 977979 | 1226918 1243614 1232162 | 1398022 2031369 2401442
6. Provincial Treasury - - - 150 000 150 000 150 000 150 000 - -
7. Health 736 770 813208 1092807 | 1233437 1278175 1012894 | 1411029 1896576 2046456
8. Housing 753010 1054333 1288380 | 1555586 1570053 1562039 | 2310448 2694109 3129500
9. Community Safety and Liaison - - - - - - - - -
10. The Royal Household 2340 3547 650 2750 2750 - 3025 3328 3528
11. Local Government and Traditional Affairs 17 498 35893 96 450 158 055 163 195 163 195 158 963 14 000 8050
12. Transport 1728918 1888685 2090943 | 3029651 3395062 3712097 | 3527691 3672855 4007 208
13. Social Development 36 692 41113 32642 46752 86 057 84013 114 879 132976 140 456
14. Works 114 059 73479 65373 64 555 64 555 65085 78180 86071 86423
15. Arts, Culture and Tourism 16733 30 666 21067 38 894 39863 39863 31806 76 999 21073
16. Sport and Recreation 16 000 18 602 29121 39995 40 566 40 566 42 481 44 497 47293
Total 4257208 4787831 6179670 | 9145445 9694280 9726052 | 10881137 11619081 12846877

7.6.2 Infrastructure management

Since 2005/06, the focus on infrastructure delivrydepartments, including their Implementing Agent
has increased and, as such, there has been a niameyement in the delivery of infrastructure. Fhi
improvement is evident in the Infrastructure Plamepared by departments, and generally improved
spending by departments on infrastructure.

For the current delivery rate to be maintained amdn surpassed, the following issues need to be
addressed:

« ‘Infrastructure Delivery Improvement Programme’ (): The programme of assisting departments
to improve their capacity to deliver infrastructuead thus spend their allocations timeously. The
programme’s success is based on the premise oéipptgnning by both the department as a client,
as well as its implementing agent. The programneuigently in place in the client departments of
Education and Health, (with the Department of Waksan implementing agent), with each of these
departments hosting technical experts on the luiltironment. The two client bodies are the
recipients of the Infrastructure Grant to Provineesl, in addition, their infrastructure budgets are
generally the highest behind Transport and Housprgyincially and nationally. The 2009/10
financial year is the third year of the full rollHoof the programme, and most of the planning
processes are in place in the participating depantsn The success of the programme is incumbent
on the participating departments fully utilisingetkechnical assistants, in preparing the processes
that enhance infrastructure delivery.
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The IDIP focuses on the whole infrastructure deliveralue chain, and not only on the
implementation part, including planning and SupPlyain Management processes. It is only when
all of the participants are aware of their inpubithe final results, that infrastructure delivevi

take place correctly the first time, and on timds Icritical that both the client and the agerist
undertake careful planning, influenced by existimfgrmation like the Provincial Spatial Economic
Plan. It is important that, based on the MTEF atmmns, clients know how many facilities they want
erected within a time period and, subsequently jrigementing agent needs to align its resources
to be able respond adequately to the clients’ needs

- Training: As part of government’s response to the skillsrgge in the current and future demand,
training of relevant technical personnel shouldaowanced. The slowing down of the economy
world-wide will result in a reduced demand for x&let construction personnel, from private sector
and the domestic demand. This will be coupled kytd#iling off of 2010 World Cup related projects.
Government is looked upon to provide jobs and emtsé; to absorb the laid-off workforce. This is
the time that departments and the province mudnhlegntensify training for the coming boom, or
at least try and sustain the current labour market.

« Delivery by the Department of WorkEhe department is the custodian and implementgubfic
infrastructure. The infrastructure budget for thealh and Education departments has grown
consistently in the last five years and this growth continue in this MTEF. The skills base of the
Department of Works should have also grown propodiely, and its preparedness for the future
should be evident. However, there is haste by tlemtcdepartments, including smaller ones, to
bypass Works in the course of implementing infradtire. Although this is within the said clients’
prerogative, it creates further competition for timeited capacity of the construction industry. For
the department to recapture the market it hastéosther agents, including overseeing those other
agents, it has to be sufficiently capacitated amdlle to convincingly render service to its ckent
The Department of Works needs personnel capacignable it to timeously plan its own work, and
that of its clients. It must also initiate proje@sd see them to completion on time. For this to
materialise, especially at implementation leved Bepartment of Works must consistently monitor
the performance of consultants and contractordudeawith regard to any of these, including poor
and inconsistent reporting to the clients and stagubodies, will signal deficient skills levels thin
the department.

« Maintenance Since the dawn of democracy, the province hasaekeld on the eradication of
infrastructural backlogs. This was done to promegeity among the citizens, and thus improve
access throughout the province, and so was chasstteby the rolling out of social infrastructure
like schools, clinics and roads. The time is nowatune for major maintenance and rehabilitation
of those earlier structures. For the desired [fféacilities to be reached, structures must corailyu
be maintained, as soon as they are commissionedgdiieral consensus among experts is that 4 per
cent of the replacement value is adequate, to Keestructure in a “new” state, with scheduled
rehabilitation programmes. Currently, there is pblebetween continuing with backlog eradication
and maintaining the imbalanced infrastructure spr&&aintenance is part of planning and should be
allowed for, in terms of time and budget, at thexaaptual states of the facility. This will be
accompanied by choice of material, allowable dowr tof the facility and the consequences of that
downtime to the customers. It is only when mainteeais adequately catered for, that the real cost
of the facility, the life cycle cost, will be knowrand then better decisions can be taken on
affordability. With the dearth of adequate persaonies highly improbable that these levels can be
reached at this stage, but the province must foctss regard.

All of these factors have the potential to afféwt efficiency and effectiveness of infrastructul@nping
and delivery into the future.
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7.6.3 Public-Private Partnerships (PPP)
There are currently seven registered PPP projett®iprovince, namely:

Government Precinct

Two departments, namely Provincial Treasury andt@partment of Works, were tasked to explore the
viability of procuring office accommodation for gdtovincial departments. A Transaction Advisor was
appointed to undertake the necessary feasibilityies and recommend suitable locations for theepts)

The feasibility study for the Legislature compleastbeen finalised and is awaiting Treasury Apprdval
The study for the Government Precinct is at an ackd stage, and should be completed by the end of
2008/09.

Provincial Legislature Complex

This project was previously registered as parthef Precinct but, as a result of legal issues, bduet
registered as a separate project. The Transactiuisér revised the feasibility study in terms oéth
amended legal framework and the required authwisahave been obtained. The procurement process
has commenced and it is anticipated that a convdicbe procured during 2009/10 for the Legisla&tur
complex.

Secure Care Centres

The Department of Social Development appointed anJaction Advisor to undertake the feasibility
study to determine the possibility of establishéegure care centres as PPPs. The aim of this piejec
provide rehabilitation centres for under-age offasdhat are convicted, and those still awaitirag.tThe
feasibility study for this project has been delgydak to the challenges in obtaining suitable ansbme
areas. These challenges will be resolved by theo&2@08/09, which will allow the feasibility studyp

be finalised.

Umhlathuze Municipality Water and Sanitation Praojec

The municipality is exploring the possibility of ipate sector participation in providing water and
sanitation services in rural areas in a sustainatdaner. The municipality is finalising the feakiii
study for this project, but has not yet appliedToeasury Approval 1. The future of the projecbéng
discussed. A service provider was appointed in 2088, and thus the project is operational.

Hibiscus Coast Development

The Hibiscus local municipality appointed a Trartgac Advisor to undertake a feasibility study o th
possibility for the development of a prime sectidrbeachfront land situated in the town of Umtentiye
KwaZulu-Natal. Progress on this project is slow, ttwe study should be completed in 2009/10.

Eco-tourism in Nature Conservation Service areas

The Board oEzemveldKZN Wildlife appointed Transaction Advisors to wrthke a feasibility study for
the outsourcing of all the eco-tourism and comnagritinctions at the Royal Natal National Park and
certain surrounding parks in the uKhahlamba aredeuits control. This project includes the possible
redevelopment of the old hotel in the park. Thesitaity study is in an advanced stage, and the
Expression of Interest process will be finalisedHms end of 2008/09.

Greater Kokstad Municipality — New Civic Centre

The Greater Kokstad Municipality appointed TransacAdvisors to undertake a feasibility study foet
provision of a new Civic Centre in the municipalidy a PPP basis. The study should be finalisedhdy t
end of 2008/09.

General

There are a number of additional projects, idesdifby departments and municipalities, under review.
These projects will further enhance the provinaiddastructure and the initiatives undertaken tckena
KwaZulu-Natal the number one destination.
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7.7 Transfers to public entities
Table 7.13 below shows the summary of provincesfers to public entities by department.

In total, transfers to public entities increasenfr®®425.193 million in 2005/06 to R1.242 billion in
2007/08, before decreasing to R595.081 million00&09 (Adjusted Budget) and thereafter increasing
to R970.75 million in 2011/12.

The 2008/09 Adjusted Budget reflects a substadgalease in the total allocation to public entitiés
significant reduction in the budget was under khéihance Development Corporation, due to changes i
the loan requirements and loan model, which cadséals in transfers to the entity. These funds were
surrendered to the Provincial Revenue Fund in tiij@#iments Estimate.

Two public entities namelymsekeliMunicipal Services and KwaZulu-Natal Taxi Counaiére de-
listed between 2004/05 and 2007/08, and transtssed in 2006/07. In 2008/09, Cabinet approved that
the public entity, Mjindi Farming (Pty) Ltd shoute reconstituted with a new Board and a new mandate
with a view to playing a leading role in the deyeitent and unlocking of the Makhathini Flats arewl a
funding therefore continues to be transferred i ehtity.

The establishment of the KwaZulu-Natal Youth Conwigis did not occur in 2008/09, as the Office of
the Presidency gave a directive for the provincetoaestablish the entity. Funds that had alreasinb
allocated for this entity were reprioritised intther economic categories, as the functions will b&é
performed within the department.

Table 7.13: Summary of provincial transfers to public entities by department

: Out?ome : Main Adjusted  Estimated Medium-term Estimates
R000 Audited Audited Audited Budget Budget Actual
2005/06 2006/07 2007/08 2008/09 2009/10 201011 201112
Vote 1 - Office of the Premier 15834 29134 32 575 49 794 96 937 96 937 56 302 39 662 42 042
KwaZulu-Natal Gambling Board 5190 11851 14 428 15 449 44155 44155 16 679 17 682 18743
Amafa akKwaZulu-Natali 10 644 17 283 18 147 19291 52782 52782 39623 21980 23299
Kwazulu Natal Youth Commission - - - 15054 - - - - -
Vote 3 - Agriculture and Environmental Affairs 288 957 311852 318 147 335910 350 384 350 384 404 415 428701 454 497
Ezemvelo KZN Wildlife 269 408 286 752 309 747 329920 340812 340812 394 269 417 946 442 989
Mijindi Farming (Pty) Ltd 2050 2100 8400 - 9572 9572 10 146 10755 11508
Ithala Development Finance Corporation 17 499 23000 - 5990 - - - - -
Vote 4 - Economic Development 15 634 144 859 804 142 694 572 50 000 50 000 338 859 356 975 359 636
Ithala Development Finance Corporation 15634 144 859 804 142 694 572 50 000 50 000 338 859 356 975 359 636
Vote 11 - Local Government & Traditional Affairs 19900 19 500 2625 3000 2700 2700 2800 2968 3495
Umsekeli 17 600 17 000 - - - - - - -
Provincial Planning and Development Commission 2300 2500 2625 3000 2700 2700 2800 2968 3495
Vote 12 - Transport 5800 5906 - - - - - - -
KwaZulu-Natal Taxi Council | 5800 5906 - - - - - - -]
Vote 15 - Arts, Culture and Tourism 79 068 80 823 84182 95 060 95 060 95 060 104 816 104 793 111 080
KZN Tourism Authority 52186 58 096 60 036 66413 66413 66413 72740 72150 76 479
The Playhouse Company 10 000 5000 5000 5350 5350 5350 5751 6096 6 462
Natal Sharks Board 16 882 17727 19146 23 297 23 297 23 297 26 325 26 547 28139
Total 425193 592 074 1241671 | 1178336 595 081 595 081 907 192 933 099 970 750

Over the 2009/10 MTEF, a substantial share of taesfers to public entities is allocated to twoiteH,
namely EzemveldKZN Wildlife and Ithala Finance Development Corgiton (Ithala).EzemveloKZN
Wildlife receives a subsidy from the Department Adriculture and Environmental Affairs for
conservation services. Ithala receives transfens fihe Department of Economic Development. This is
not a subsidy to the entity, but funds are tramsteifor implementation of government’'s growth and
development, SMME, as well as co-operative programm

The transfer tiezemveld<ZN Wildlife continues to increase over the seyear period. In 2005/06, the

transfer was R269.408 million, and it grows to R282 million in 2011/12. With the reduction in the
allocations to Ithala over the 2009/10 MTHEzemvelKZN Wildlife has become the entity that receives
the largest transfer in the province.
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The transfer to Ithala was reduced by a substamtmbunt of R644.572 million in the 2008/09
Adjustments Estimate as a result of changes itotre requirements and loan model which caused gelay
in the transfers. These funds were surrenderdtet@tovincial Revenue Fund.

The funds originally earmarked for transfer to KwaZulu-Natal Youth Commission were reprioritised
to other spending categories in the Office of thenker, as the establishment of the public entiasw
disapproved by the Office of the Presidency.

Amafa aKwaZulu-Natalieceived additional funding of R33.491 million ohg the 2008/09 Adjustments
Estimate in a form of a roll-over for the completiof the Emakhosini Multi-Media Centre, and a ferth
amount of R18.885 million in 2009/10. The KZN Gamgl Board received an additional amount of
R28.706 million during the 2008/09 Adjustments iBstie for an out-of-court settlement, relating te th
dispute over the award of a route and site inspedirveillance contract.

7.8 Transfers to other entities

Table 7.14 below shows the summary of provincehsfers to entities other than public entities bteyv
Eleven departments make transfers payments to theiies over the 2009/10 MTEF period, details of
which are provided within each department’s chaist&udget Statement 2.

Table 7.14: Summary of departmental transfers to other entities by Vote

Outcome Main Adjusted  Estimated Medium-term Estimat
Audited  Audited  Audited | Budget  Budget  Actual edium-term Estimates

R000 2005/06 2006/07 2007/08 2008/09 2009/10 201011 201112

1. Office of the Premier 17 541 4517 3020 1207 1306 1306 1298 1376 1458
2. Provincial Legislature - - - - - - - - -
3. Agriculture and Environmental Affairs 29 261 7636 6975 6511 27091 27 091 5421 5810 6223
4. Economic Development 31500 160 000 494126 1607000 1512390 1497888| 1571026 649 092 475519
5. Education 675 651 869684 1166337| 1338434 1494234 1542947 1367079 1672715 1853640
6. Provincial Treasury 322 969 235000 144 102 105 1M 108 118 125
7. Health 220 605 190 624 199 011 227 649 267 007 267 007 286 758 303 960 322218
8. Housing - - - - - - - - -
9. Community Safety and Liaison - 3197 3000 3100 - - 3300 3498 3655
10. The Royal Household - - - - - 25 - - -
11. Local Government and Traditional Affairs 19900 19500 2625 3000 2700 2700 2800 2968 3495
12. Transport 5800 5906 - - - - - - -
13. Social Development 283910 280 646 328979 379 244 360810 365 243 425 396 572759 703923
14. Works - - - - - - - - -
15. Arts, Culture and Tourism 5348 15881 10 447 13 600 16 604 16 604 17 553 18 357 18 860
16. Sport and Recreation 13920 4246 4905 8 457 8476 8476 9280 10 085 13690
Total 1626405 1796837 2219569 | 3588304 3690723 3729398 | 3690019 3240738 3402806

The total transfers are expected to increase frdn6Z billion in 2005/06 to R3.691 billion in the
2008/09 Adjusted Budget, and then decreasing td@dillion in 2011/12.

The allocation to Vote 1: Office of the Premiertire 2008/09 Main Budget is substantially lower than
2007/08, due to a number of subsidies to HIV anggie associations in 2007/08, which were not
continued in 2008/09 and over the 2009/10 MTEF.

The significant increase in Vote 3: Agriculture aBdvironmental Affairs in the 2008/09 Adjusted
Budget is due a once-off transfer of R18.263 millio the Tongaat-Hulett Sugar Mill and R4.22 miilio

to the lllovo Sugar Mill in respect to a partnepsbietween these companies and the departmentén ord
to assist with the implementation of Land Refornojgcts. The capacity and expertise of these
institutions enables them to provide the necessapport and assistance with regard to sugar cane
development and ratoon management. This is a oificaiocation in 2008/09, and this explains the
reduced allocation over the 2009/10 MTEF.

Vote 4: Economic Development shows a significactease in the allocation from 2007/08 to 2009/10
and a subsequent decrease in the last two yeatse d2009/10 MTEF, mainly due to the transfers in
respect of the construction of the Dube TradePudlt the Richards Bay IDZ. The Dube TradePort is a
multi-nodal logistics platform comprising of the ri§j Shaka International Airport, Industrial
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Development Zone (IDZ) and freight facility, a cybport, as well as commercial and associated
ventures. The reduced allocation to DTP in 201Ghd 2011/12 results from the completion of the
airport portion of the Dube TradePort project. Tiieject continues after 2010, albeit at reduceutlifog
levels, to allow for further development of the tirahodal logistics hub at the airport site.

The transfers by the Department of Education agelg in respect of Section 20 and 21 schools &l F
Colleges. The significant increase from 2007/08 amuls is due to the increase in the number of sshool
obtaining Section 21 status, transfers to No Fd®als, as well as funding for the acquisition of
stationery. In the 2008/09 Adjusted Budget, thecaition for the purchase of stationery againsnsfers
was increased. This was previously budgeted fomag&oods and serviceas stationery was procured
on behalf of schools by the department. Over tHeO2M MTEF, the allocation reverts backGoods
and servicesThis explains the lower allocation over the 200VADEF.

The substantial decrease in the allocation to \@térovincial Treasury in 2007/08 was due to the
movement of the Growth Fund to Vote 4: Economic &epment in 2006/07.

With regard to the Department of Health, the inseehallocation in 2007/08 relates to HIV and AIDS
support and the development of National Integrdkeh (NIP) sites in terms of the National Integdate

Plan for Orphans and Vulnerable Children. The sulii&l increase in the allocation in the 2008/09
Adjusted Budget relates to the adjustment of fugdanthe NGO for HIV and AIDS. The allocation rises
steadily thereafter over the remainder of the pkrio

Local Government and Traditional Affairs shows astantial decline in 2007/08, due to the dissotutio
of theUmsekelientity on 31 March 2007.

Transfers by the other departments show a gradwuatase over the seven-year period, and include
transfers for social welfare services institutidmysvarious non-governmental organisations and teasis
to sporting organisations.

7.9 Transfers to municipalities

As part of its Constitutional obligation, provincgovernment supports and strengthens the capatity
municipalities to manage their own affairs, exexdiseir powers and perform their functions. Assule
KwaZulu-Natal departments allocate conditional ¢garand subsidies for various purposes to
municipalities each year.

This section and Budget Statement 2, give effec¢hi® provision by providing comprehensive detdil o
departmental transfers to municipalities, indiggittransfers per department and per grant type ¢b ea
municipality. A summary of this information is piided in Table 7.16, and the details are providetthén
Annexure - Budget Statement dnd in the detailed departmental information ptest in Budget
Statement 2. Tables 1.G (i) (ii) and (iii) detaitlividual grants intended to municipalities by sfamring
department, over the MTEF.

Table 7.15 provides a summary of the transferawparicipal category, as defined in the Constitution.
should be noted that the amounts reflected in thesies are in terms of the provincial financiaaye
running from 1 April to 31 March. The total proviattransfers to municipalities are set to decrdes®
R1.062 billion in the 2008/09 Estimated ActualR841.551 million in 2011/12.

Table 7.15: Summary of provincial transfers to municipalities by category
Outcome Main Adjusted  Estimated
R000 Audited Audited Audited Budget Budget Actual
2005/06  2006/07 2007/08 2008/09 200910 201011 201112
Category A 130586 162245 400241 | 655988 682665 640352 | 723561 518876 539670
Category B 142909 116674 203066 | 152251 233830 205094 | 163490 99589 108 967
Category C 64192 67198 179388 | 114213 215550 214900 | 172075 57 442 46410
Unallocated 2295 132217 1015 22401 1911 1586 17418 108467 146504

Total 339 982 478 394 783710 944853 1133956 1061932 | 1076544 784 374 841 551
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There are three categories of municipalities imgepof the Constitution. Below is a brief descriptiof
each of the categories and a summary of the priavitransfers to municipalities by municipal catego
Is contained in Table 7.15 above:

Category A (Metropolitan Council) refers to munalities that have exclusive municipal executive and
legislative authority within their areas. KwaZulwafdl has only one metropolitan council, namely
eThekwini Municipality. As indicated in the tableave, eThekwini municipality will receive R723.561
million during 2009/10. Further amounts of R518.8nélion and R539.67 million are allocated in
2010/11 and 2011/12, respectively, by various praal departments.

Category B (Local Municipality) refers to a munialjy that shares municipal executive and legigéati
authority with the category C (defined below) mupddity within whose area it falls. The allocatiotts
category B municipalities are set to decrease flR205.094 million in the 2008/09 Estimated Actual to
R108.967 million in 2011/12. A summary of the trf@ns to individual local municipalities is contathe
in Table 1.D in theAnnexure to Budget Statement 1

Category C (District Municipality) refers to murpailities that have municipal executive and legistat
authority in an area that includes more than onenicipality. Allocations to this category of
municipalities have decreased from R64.192 million2005/06, to R46.41 million in 2011/12. A
summary of the transfers to individual district rmipalities is contained in Table 1.D in tA@nexure to
Budget Statement 1

The amounts againkinallocatedare usually allocated to specific recipients dytime course of the year,
and are formalised during the Adjustments Estimate.

Table 7.16 below presents a summary of provincadfers to municipalities by vote and grant typero
the seven-year period 2005/06 to 2011/12. In tesfremendments to legislation, the Regional Service
Council Levy was discontinued from 1 July 2006. i&sevident, 12 provincial departments will be
transferring funds to municipalities in respect4éf different grant types over the 2009/10 MTEF. The
bulk of these transfers will come from the Depantseof Housing, Works, Local Government and
Traditional Affairs and Provincial Treasury.

The purpose of th&lunicipal Clinicsgrant under Vote 7 is to subsidise primary heedtie for personal
services provided by local authorities/municipahick which, apart from eThekwini, were taken okigr
the department during 2007/08. TRavironmental Healthsubsidy is provided to municipalities as a
subsidy for personnel costs, as well as samplinge&iing purposes.

The transfers under Vote 8: Housing in respect haf Hostel Redevelopment and Upgrading and
Maintenance of R293 Hostels is mainly earmarkedtereThekwini Municipality. The department also
envisages assisting municipalities in capacityding with effect from 2009/10, as part of the Flard
programme.

The allocation from the Department of Local Goveemtand Traditional Affairs is in respect of the
grant for the provision of soccer stadia, whickésto increase from R31 million in 2006/07, to BB63
million in the final year of this grant, which i©@9/10.

The Airport subsidy under the Office of the Premigill be paid over to the Zululand District
Municipality for the operational costs of the airpavhich was transferred to the municipality wétiect
from 1 April 2007. The agreement with the municifyais that provincial government will provide
funding for the operational costs up to 2009/10.

The payment of property rates was devolved to pems with effect from 1 April 2008. The Department

of Works is responsible for managing these paymemis hence the grant allocation of R217.175 nmillio
in the 2008/09 Adjusted Budget, rising to R283.liion in 2011/12.
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The Provincial Treasury was allocated an amourRDB0 million each in 2008/09 and 2009/10 as an
infrastructure transfer to the eThekwini Municipalas part of the province’s contribution towartls t
construction of the Moses Mabhida Soccer Stadium.

Other main transferring departments include theddepent of Arts, Culture and Tourism in respect of
library subsidies and recapitalisation of libram@sounting to R133.741 million over the 2009/10 NFTE
and the Department of Sport and Recreation foragtfucture development amounting to R69.134
million, over the 2009/10 MTEF period.

Table 7.16: Summary of departmental transfers to municipalities by department and grant type

Outcome Main Adjusted  Estimated Medium-term Estimates
Audited Audited Audited Budget Budget Actual
R000 2005/06 2006/07 2007/08 2008/09 2009/10 201011 2011112
Regional Service Council Levy - All departments 58 294 14767 4 - - - - - -
Vote 1 - Office of the Premier 1348 1341 5413 5804 5804 5804 6184 1443 1530
Subsidies to Museums 1102 1341 1082 1266 1266 1266 1361 1443 1530
Municipal Rates 246 - - - - - - - -
Transfer to Zululand DM iro airport - - 4331 4538 4538 4538 4823 - -
Vote 3 - Agriculture and Environmental Affairs 750 453 263 994 2415 2415 1750 1750 1750
Cleanest Town Competition 750 453 263 994 1105 1105 1750 1750 1750 ‘
Integrated Waste Management Plans - - - - 1310 1310 - - -
Vote 4 - Economic Development - - - 3100 3900 2300 3000 10 000 10 000
Joint Project Funding [ - - - 3100 3900 2300 3000 10 000 10000 |
Vote - Education (120) - 229 - - - - - -
Grant in aid and claims against the state | (120) 229 - - - - - - |
Vote 6 - Provincial Treasury - - 21563 150 000 158 963 158 963 150 000 - -
Casino Levies Pay-Over ‘ - - 21563 - 8963 8963 - - - ‘
Soccer Stadium 2010 (Provincial Allocation) - - - 150 000 150 000 150 000 150 000 - -
Vote 7 - Health 67143 71143 63 459 43 027 85177 15 529 91 565 50 211 53225
Subsidy: Environmental Health 1907 630 194 2668 2668 513 2868 3068 3253
Motor Vehicle Licence Fees 606 408 653 318 1355 1030 1457 1544 1637
Subsidy: Municipal Clinics 64 630 70105 62612 40 041 81154 13 986 87 240 45599 48 335
Vote 8 - Housing 110 187 120 182 319711 272 150 254 150 252761 324 000 314 240 314 505
Hostel Redevelopment and Upgrading 66214 100 000 244901 200 000 150 000 150 000 250 000 280 000 280000
Municipal Rates and Taxes 43973 20182 22660 20000 52000 50611 20000 20000 20000
Capacity Building - Flanders Programme - - - - - - 4000 4240 4505
Maintenance of R293 Hostels - - 52 150 52 150 52 150 52 150 50 000 10 000 10 000
Vote 11 - Local Government & Traditional Affairs 66 979 223079 308 010 190 770 347 346 347 346 199 663 51817 84 860
Project Consolidate 41567 39039 - - - - - - -
Provincial Management Assistance Programme 25412 14 200 15000 12700 12700 12700 9000 9000 15000
Infrastructure provision for soccer stadia - 31000 89 000 139 500 139 500 139 500 149 963 - -
Municipal Governance - - - 4000 4000 4000 - - 10000
Strategic Support - - 3570 3520 3520 3520 4300 4417 5660
Spatial Development - 1612 3150 4250 4250 4250 2000 750 -
Development Administration - 1966 - 2250 2250 2250 2000 750 -
Municipal Development Information Services - 5478 4795 5750 6750 6750 2500 3000 2500
Centre Management Support - - 4000 - - - 3500 4200 7700
Local Economic Development Catalyst - - 13783 11000 - - 10100 11000 10500
Synergistic Partnerships - - 2500 2800 - - 2800 3200 2500
Small Town Regeneration - - 7250 5000 - - 7500 9500 7000
Disaster Management - - 4600 - 2500 2500 6000 6000 12000
Corridor development - - 76 241 - 120 850 120 850 - - -
Public Participation - - - - - - - - 12000
Umzimkulu Support grant - - 60 410 - 43326 43326 - - -
Discontinuation of old grants - 129784 23711 - 7700 7700 - - -
Vote 12 - Transport - 10 369 9195 11 500 11500 11500 11550 11 600 11 650
Municipal Transport Planning and Infrastructure - 10022 7195 11000 11000 11000 11000 11000 11000
Maintenance Main Roads - 347 2000 500 500 500 550 600 650
Vote 14 - Works 5401 5035 8947 217175 217175 217 806 243 068 267 103 283130
Property Rates [ 5401 5035 8 947 217175 217175 217 806 243 068 267 103 283130
Vote 15 - Arts, Culture and Tourism 15 500 17 600 24941 26 328 22950 22932 23907 53 260 56 574
Tourism Development ( Building of lodges ) - - 2800 - - - - - -
Library Building Projects 15500 17 600 17 400 17 400 16 700 16 700 16 806 17 756 18773
Community Library Services grant - - 4741 8928 6250 6232 7101 35504 37801
Vote 16 - Sport and Recreation 14 500 14425 21975 24005 24 576 24 576 21857 22950 24 327
Infrastructure [ 14 500 14 425 21975 24 005 24 576 24 576 21857 22950 24327
Total 339 982 478 394 783 710 944853 1133956 1061932 | 1076544 784 374 841 551
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8. REVIEW OF MUNICIPAL FINANCIAL MANAGEMENT

8.1 Introduction

The implementation of the Municipal Finance ManagetrAct (MFMA) and its supporting reforms has
ignited a paradigm shift that will entrench a neuwltwre and tradition with regard to how budget,
financial and performance management practicesldti@iadministered by a municipality and monitored
by both the municipality and Provincial Treasury.

The focus of the new legislation has propelledNtayor and the Municipal Council to the forefront of
affairs but also, by its definition of functionsdaresponsibilities, has pronounced on the delegatidhe
senior officials within municipalities in equivalenmeasure.

The Integrated Development Plan (IDP), the MediuernT Revenue and Expenditure Framework
(MTREF) and the Service Delivery and Budget Implatagon Plan (SDBIP) have now drawn senior
management to the forefront where their performamwdke not be managed in ‘darkness’, but by a
multiple of role-players through their performanegreements. These agreements should not be
inconsistent with the municipalities’ MTREF budgeitcomes.

8.2 Implementation of MFMA

The distinguishable features of the MTREF have mjigéfect to a new identity and philosophy that is
symbolic of how the MFMA and its supporting reformfluence the thinking and strategy with regard to
the funding, implementation and management of & iksues that demand optimal service delivery
standards.

The process of budgeting requires budget and finhimformation over a three-year period. It shohéd
noted that, while the first year of the MTREF budperiod is the focus area, the two outer years are
indicative in nature and are guided by the grovatameters. The determination and setting of thestjro
parameters is underpinned by the macro economiectzgs that are set by National Treasury. In
addition, the growth parameters are influencechleyGPIX during a year.

The new budget formats are intended to give greateity and certainty and display stability and
predictability as to the credentials and futureatality of the municipality to sustain the provisiof the
social and economic needs of the people, in tefr€loedule 4 and 5 of Part B of the Constitutionthef
Republic of South Africa.

The new budget philosophy represents an outputsimés revenue-driven approach. In the previous
dispensation, the budget process was charactebgedn expenditure-driven approach, in that the
estimates of expenditure were the determining faata that the revenue to fund the expenditure was
considered to be of less importance.

8.3 Municipal Support Programme

In terms of Section 135 of the MFMA, the primargpensibility to avoid, identify and resolve finaalci
problems in a municipality rests with the municifyaland, if a municipality encounters financial
problems or anticipates problems in meeting it@ritial commitments, solutions should be sought
immediately.

The Provincial Treasury currently has a Municipalp@ort Programme (MSP) that was launched in
November 2007. The project stemmed from the faet tthe MEC for Finance and Economic
Development received requests from several muditigs to assist when financial problems were
encountered. As a result, the MEC for Finance aondnBmic Development tasked the Provincial
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Treasury to support, where necessary, and institoéacial improvement measures that will assist in
resolving the financial management issues curremttountered by these municipalities.

The aim of the project is to assist municipalitiesneet their obligations to provide basic serviaed to
meet their financial commitments. The project seekglentify the cause of the financial impediments
experienced by the municipalities, and to implenmaasures, through a financial recovery plan,lilat
place the municipalities in a sound and sustainfaéecial position.

A graphic illustration of the Municipal Support Bramme is shown in Figure 8.1 below.

Figure 8.1: The Municipal Support Programme Phases

The programme first identifies municipalities tmatuire assistance through a desk top analysishwhic
analyses the financial statements of the munidipafin on-site assessment is then undertaken by the
team, to identify the nature and extent of suppeguired. The findings identified during the asgssst

are used to formulate a plan of action with the itipality. The plan of action is then implemented t
assist the municipality in resolving the issuesitiied during the on-site assessment. Upon conaqpiet

of the implementation stage, the support team giwethe municipality, a Hand-over pack which is a
toolbox of templates and checklists that are reguio be completed by the municipality to mainthia
financial reforms instituted by the Municipal Suppdrogramme. Thereafter, monthly monitoring
continues by the monitoring team to ensure thafittaacial reforms instituted by the Municipal Sapip
Programme are maintained, and that the municipdbis not revert back to the financial positioroipri

to the assistance of the support programme. Itkat that the monitoring team is not satisfiechwfite
progress of the municipality during the monitoriplgase, these concerns are escalated to the Municipa
Manager, Mayor and the Council.

The municipalities that were initially selected f8rage 1 of this programme were the uMgungundlovu
and Sisonke District Municipalities, UbuhlebezweaMeni, Greater Kokstad, Ingwe and Impendle Local
Municipalities. The implementation of the programmeStage 1 municipalities has been completed and
the municipalities are currently in the monitoriplgase of the programme.

Stage 2 of the Municipal Support Programme comnetrare 8 May 2008 with a Financial Health
Assessment being conducted at six municipalitié®s€& were Nongoma, Nquthu, Ezingolweni, Indaka,
Mpofana and Mtubatuba.

From 1 September 2008, the Provincial Treasury klpal Support Programme partnered with the
Development Bank of South Africa (DBSA)'Siyenza Manjeproject. This partnership will allow
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Treasury to cast the net further and provide mwegdad support to a greater number of municipalies
the province. As a result, some of the municipagdiinitially identified in Stage 2 will now be cofefed

under Stage 3 of the Municipal Support Programme.

Stage 3 of the Municipal Support Programme has bp#ininto two clusters. Municipalities groupedan

Cluster 1 are Umhlabuyalingana, Big 5 False Bayhabkamba, Umtshezi, Endumeni, Mbonambi and
Dannhauser and, in Cluster 2, Abaqulusi, Umzumbibjsels Coast, Umuziwabantu and Msinga.
Support commenced in the municipalities in Clugtaiowards the latter part of 2008. Cluster 2 will

commence in April 2009.

Some of the common problem areas of financial mamegt identified during the Municipal Support
Programme included:

«  Significant lack of financial control;

« Poor record keeping (partly due to inadequate Byste

»  Lack of effective policies, procedures and appiprdelegation of authority;

« Inadequate billing systems;
»  No processes for in-year-reporting; and
«  Financial staff not adequately skilled.

8.4 Municipal expenditure performance - 2007/08

The aggregated figure for the 2007/08 municiparitial year indicates that the joint capital spegdiy
all municipalities in the ten districts, includitige eThekwini Municipality, amounted to 79.9 pentcef
the budget. This was a substantial improvementd@ fer cent from the level of spending in the 2006

financial year.

Capital and operating expenditure comparatives

The analysis of the municipal capital and operatirgenditure for the reporting municipalities bgtdct
as at the end of 2007/08 is reflected in Figureb&ldw.

Figure 8.2: Comparative capital and operating expenditure

Comparative Capital and Operating Expenditure
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Figure 8.2 depicts a comparison between operatdgcapital spending as a percentage of the respecti
municipal budgets. The graph indicates that theame=gap between the operating and capital speisling
approximately 31 per cent at a provincial level.lyOthree districts spent above this average namely,
eThekwini (97.5 per cent), uThukela (82.5 per cant) Umkhanyakude (82.4 per cent).

It should be noted that eThekwini, Msunduzi and Uatiluze contributed more than half of the
provincial expenditure, and the provincial averagesuld be inflated thereby presenting a skewed
provincial outlook.

Capital expenditure

Table 8.1 shows the percentagecapital expenditure in 2007/08 by the following exgdries: those
municipalities that spent less than 30 per certtyden 30 to 60 per cent and more than 60 per cent.

Table 8.1: Municipalities with capital expenditure less than 30%, between 30% and 60%, and more than 60%

Less than 30% Between 30% to 60% More than 60%
Vulamehlo Umdoni Umhlathuze Umzumbe Uphongolo
Mpofano Hibiscus Coast Umlalazi Ezinqolweni Zululand
Mkhambathini Ugu Mthonjaneni Impendle Umhlabuyalingana
uMgungundlovu Umshwathi uThungulu Richmond Big Five False Bay
Umtshezi Umngeni Umzimkulu Emnambithi Umkhanyakude
Umvoti Imbabazane Sisonke Indaka Nkandla
eMadlangeni Newcastle Okhahlamba Mandeni
Dannhauser Abaqulusi uThukela Kwadukuza
KwaSani Nongoma Nquthu Ndwedwe
Ubuhlebezwe Jozini Umziminyathi Maphumulo

Hlabisa Amajuba llembe

Mtubatuba eDumbe Ingwe
eThekwini Greater Kokstad
Msunduzi

The major cause of under-spending on capital pt®jeppears to be a lack of proper planning by
municipalities. In particular, the under-spending @apital projects at rural municipalities is ofegr
concern, where inadequate levels of basic infragira and services are predominant. If this low
spending trend continues, it is unlikely that tmeler-spending municipalities will meet the milleunmi
targets set for water, sanitation, electricity atller infrastructure. It is a major concern thatyview
rural households receive basic services, giverctiment level of poverty across all municipal digs.
The main cause of poor service delivery relatdhedact that a large number of municipalities rat@nt

on grants to invest in water and electricity infrasture. Hence, the provision of free basic s@wiis
dependent on the allocations given to the munitipalwithin the financial year.

Operating expenditure
Figure 8.3 shows the operating expenditure fo20®@//08 financial year.

The consolidated operating expenditure for the ntemp municipalities in the province amounted to
R18.3 billion against a budget of R19.6 billion @®er cent). In comparison to the previous finahci
year, the provincial operating expenditure grewRdy8 billion in the 2007/08 financial year. Theseai
sharp contrast between the spending patterns afpeting and capital budgets.

A large number of municipalities do not have effeetoperational policies to ensure accountability.
Provincial Treasury has developed a basket of gepelicies that municipalities can amend to shidit
unique circumstances and adopt. The developmegewéric policies stems from the fact that certain
municipalities tasked consultants to develop pediat a substantial cost.
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Figure 8.3: Provincial overview of items of operating expenditure
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8.5 Debt management

Debtor age analysis

The total debt owing to municipalities as at thd efithe 2007/08 financial year was R5.6 billionh&v
compared to the debt for the same period in theique financial year (R4.4 billion), the municipigbt
grew by R1.2 billion. This suggests that the edtajadebt has not been arrested and debt haslsgiral
out of control at a rate of approximately R100 imilla month. The true debt position could be greate
than indicated, as this is the debt position ofdgBrting municipalities, and not 61.

Figure 8.4 below provides an analysis of the agh@flebtors.

Figure 8.4: Debtors age analysis - Provincial overview
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The table shows that the bulk of the debt (71 pet or R4 billion) lies in th&®ver 90 dayscategory.
While it is acknowledged that municipal debt is Hggregation of a host of variables, such as hestor
debt inherited from pre-1994, accumulated inteegseeding the principle debt, etc., municipalibeght

to isolate debt into recoverable and irrecoveragbt and thereafter channel their efforts towarelst d
that has a higher probability of being recover®d.amount of R209.4 million (4 per cent), lies het61-
90 dayscategoryand R298.4 million (5 per cent of total debt) ie 81-60 daysategory.

Some of the poorer municipalities, such as Umkhlanga and Uthukela, have most of their outstanding
debt in excess of 90 days, at 91 per cent and 86gme, respectively.

The inability to control and manage current deld a®cover outstanding debt has dual implications.
Firstly, it places pressure on the national goveminwhere additional funds and savings have to be
identified for transfer to municipalities. Secondlyecause municipalities have huge inefficiencies i
collections and adverse cash flows, the municipalgets are placed under strain, and the quality and
level of services have to be traded off againstgetimg community needs.

Provincial debt comparison

A comparative analysis of municipal debt for thetpglaur years for the nine provinces is illustrated
Table 8.2.

Table 8.2: Outstanding debt per province for the financial years 2005 to 2008

R000

2005

2006

2007

2008

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

1280 604
427110
18724 341
2625053
111690
495 846
899 437
4301
4030458

1726330
2015427
11851326
2476 884
96 549
753 813
535 849
5133
5375832

2384 960
2057 330
19 876 480
4474 287
164 127
798 091
783 318
6520
3680 789

2472572
2724928
18 698 839
5053 924
228 835
970 052
794 403
8659
4307 249

National Total

28 598 840

24 837143

34 225 902

35259 461

The total amount owing to municipalities in KwaZtiatal has grown from R2.6 billion in 2005, to R5.1
billion in 2008. This represents an increase opéBcent from 2005 to 2008, compared to a mereek3 p
cent increase in the National Total for the sant@geSimilarly, Figure 8.5 below shows the increas
the outstanding debt for KwaZulu-Natal from 2007208 (13 per cent) has been significantly higher
than the National Total increase of 3 per cent.

Figure 8.5: Comparison of KZN total outstanding debt against National total
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8. Review of Municipal Financial Management

Government debt

In order for Provincial Treasury to discharge thespripts of Section 44 of the MFMA, a Provincial
Government Debt Steering Committee (PGDSC) wadksited to deal specifically with debt owed to
municipalities by national and provincial departitseThe inaugural meeting of this committee wasl hel
on 22 June 2007. The committee is composed ofrallipcial government departments’ Chief Financial
Officers and five municipal representatives frorma tbllowing municipalities:

«  uMhlathuze Municipality;

«  uMngeni Municipality;

« eThekwini Metropolitan Municipality;

«  Umdoni Municipality; and

«  Msunduzi Municipality.

The steering committee has been extended to inthal@ational and provincial Department of Works,
so that specific resolutions are taken on theesa@tht of the debt owed by these departments. Mgetin

are held on a monthly basis to monitor progresspercific resolutions taken, with a view of speedy
settlement of outstanding debt.

In April 2008, all municipalities in KwaZulu-Natavere requested to submit details of amounts owed to
them by government departments for the period endin March 2008, in order to assist in recovering
these amounts. It is disappointing to report thmdy &0 municipalities responded to Provincial Tregs
request, namely, eThekwini, Richmond, Ingwe, JoAfiionambi, Nkandla, uMmngeni, Ugu, Endumeni
and Hibiscus Coast.

To complement the Municipal Support Programme, P&l Treasury has also been investigating
alternative approaches to resolving the governmebt owed to municipalities. In terms of sectiof}5
of the MFMA, national and provincial departmentsd aentities must promptly meet their financial
commitments towards municipalities. The rationalefbcusing on government debt is:

« Improved inter-governmental relations;

«  Setting the trend (clean up your own backyard leekooking over the neighbour's fence);

- Improved data integrity (group/split accounts cotlse update asset registers); and

» Allocating billing accordingly (identify which depanent is responsible for what debt).

In January 2009, Provincial Treasury will launcpraject specifically to address government debte Du
to the large number of municipalities in the pra@érand the cost of the exercise, the programmebeill
phased in, where initially 12 municipalities haweeb preliminarily selected for the first phase.

The approach that will be utilised is as follows:

- Extract all billing data from the municipal billirgystems through the system vendors;

»  Process the system data into the Municipal DatalydieaModel and produce query reports for
analysis;

»  Verify addressee of accounts for services and dtagyes and split in relation to correct provificia
national department;

« Review services and rates accounts and recommeodraicchanges in relation to responsibility for
payment;

«  Gather supporting documentation from provincial aatlonal departments in respect of arrears and
payments and get commitment to pay arrears; and

+  Recommend cleaning of nhon-government accounts ¢eslyehousing related).
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The expected outcomes of the project include:

«  Correct allocation of accounts per provincial aatianal department on individual municipal billing
systems;

« Improved billing data integrity (e.g. correct pdstddresses) and updated asset registers;
« Improved revenue through once-off facilitation afyment, and

«  Sustainable solution in respect of future payméintwices — cash flow improvements.

8.6 Municipal equitable share allocation

The 2008/09 annual Division of Revenue Act (DoRAsvanalysed, and the following was established in
respect of municipal allocations. Firstly, it wastelmined that, although 31 local municipalitiesreve
affected by a reduction in the equitable sharehan2007/08 DoRA, this was remedied in the 2008/09
MTEF. Figure 8.6llustrates the total equitable share allocatiarsall KwaZulu-Natal municipalities for
the period 2004 to 2011. Note that the percentagage illustrated in the figure is based on trst fiear,
namely 2004. Between 2007/08 and 2008/09, the agjaitshare allocation increased year-on-year by
21.3 per cent (R5.1 billion), and projections shawurther increase of 21.8 per cent (R6.3 billion)
between 2009/10 and 2010/11.

Secondly, it is noted that, in the 2008/09 DoRAedltions, an additional allocation of R740 millieas
added to the municipal equitable share to furtlxéerel the resources available for free basic sesvio
poor households. The increase in allocations eniid to fight against poverty and assist muniitipsl

to meet the challenges of economic growth at tloallephere of government, through encouraging
infrastructure investment.

Figure 8.6: KwaZulu-Natal municipal equitable share 2004-2011
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8.7 Budget process

The Provincial Treasury oversees the budget presesE58 municipalities in the province. Figure 8.7
shows that the Mayor of the municipality must tathie draft annual budget at a council meeting atle
90 days before the start of the municipal budgat.y® allow for sufficient time for consultatiom ¢the
budget, prior to adoption. The budget adoption @sscaffords Provincial Treasury the opportunity to
assist municipalities in compiling credible budgestst seeks to address the needs of their comresniti

78



8. Review of Municipal Financial Management

Figure 8.7: Budget cycle
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In improving the Medium Term Revenue and Expendittramework (MTREF) budget process and
maintaining the culture of the MFMA reforms, Prosied Treasury has issued guidelines to assist
municipalities with the effective and efficient neayement of the MTREF budget process. The guideline
provides a platform for a consultative approaclwbken internal and external role players and focuses
primarily on the outputs/outcomes revenue drivepragach or strategy. The transformational imperative
of the MFMA reforms have created a consultativeragph to determine priorities, policies, budgetd an
improve financial management. This approach witlicel emphasis on the MTREF budget, IDPs, and
Service Delivery and Budget Implementation Plan B8E). This will require direct involvement of all
role players to work together on the selectionfamding of priorities within the MTREF.

The guidelines will further assist the Mayors of muipalities to effectively discharge their roledan

responsibilities in accordance with Sections 23aB8 53 of the MFMA, in that the municipality will

have to establish a Budget and Treasury steerimgritbee.

The committee will be responsible for the compdatand overseeing of the following:

«  Monitoring of the key MTREF budget timeframes;

«  MTREF budget policy statements;

+ Review of IDP; and

- Ensuring that MTREF budget and IDP is aligned te 8DBIP and Section 57 performance
agreements.

This consultative platform will ensure that the MEIRhas been secured by guaranteed funding sources
from both national and provincial government, amdilarly this platform will place further emphasis
senior management motivating in detail the approsfltheir departmental budgets, and specific
performance outcomes. The platform will ensure thalistic performance targets are documented mvithi
the SDBIP and performance agreements of senior geamant.

The guideline has been specifically designed tairensynergy of the aforementioned process withén th
MFMA budget reforms that will strategically assisunicipalities to optimally implement priorities
leading ta*Significantly improving the lives of our people”.

The final approved budgets for the 2008/09 munidipancial year are reflected in Table 8.3.
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Table 8.3: Consolidated Municipal Budgets for MTREF 2008/09 - 2010/11

Medium Term Estimates

2008/09 2009/10 201011
R000 Code Capital Operating Total Capital Operating Total Capital Operating Total

A eThekwini KZN000 5929687 14288394 20218081 4833494 15742058 20575552| 4567307 17295974 21863281
Total: Ugu Municipalities 683 730 987 309 1671039 640 569 1047151 1687720 666 577 1124914 1791491
B Vulamehlo KZN211 20 467 24 857 45324 15 865 20752 36617 8813 25199 34012
B Umdoni KZN212 54 270 76 244 130 514 16 332 89981 106 313 7791 104 360 112151
B Umzumbe KZN213 41577 28944 70 521 44 696 31115 75811 48 048 33449 81497
B uMuziwabantu KZN214 25797 43872 69 669 29430 44742 74172 39166 47200 86 366
B Ezingolweni KZN215 5840 18137 23977 7966 2189% 29860 9207 26525 35732
B Hibiscus Coast KZN216 126 532 342922 469 454 96 571 363717 460 288 102 357 389 484 491 841
C Ugu District Municipality DC21 409 247 452333 861580 429709 474950 904 659 451195 498 697 949 892
Total: uMgungundlovu Municipalities 521828 2532747 3054575 519639 2724146 3243785 559667 2910264 3469931
B uMshwathi KZN221 39778 59 553 99 331 32750 65532 98 282 35000 72086 107 086
B uMngeni KZN222 65979 211795 2717774 42388 229 589 271977 29067 241037 270104
B Mpofana KZN223 17 376 56 161 73537 16 457 58 568 75025 17174 59623 76797
B Impendle KZN224 4464 17 891 22355 6992 16021 23013 7780 17190 24970
B Msunduzi KZN225 236 817 1897 364 2134181 324 473 2067 053 2391526 316 822 2222748 2539 570

B Mkhambathini KZN226 9708 29780 39488 - - - - - -
B Richmond KZN227 14 291 34503 48794 46179 39637 85816 80879 40570 121 449
C uMgungundlovu District Municipality DC22 133 415 225700 359115 50 400 247746 298 146 72945 257010 329 955
Total:Uthukela Municipalities 271385 788274 1059659 204775 870044 1074819 177 041 842897 1019938
B Emnambithi/Ladysmith KZN232 61649 265114 326763 42 966 301233 344199 43477 319741 363218
B Indaka KZN233 9133 26978 36111 12163 25420 37583 9947 25783 35730
B Umtshezi KZN234 75 806 136 413 212219 16 358 151475 167 833 12623 169 329 181952

B Okhahlamba KZN235 10 884 69 382 80 266 13837 77375 91212 - - -
B Imbabazane KZN236 22085 26 239 48 324 14 954 32503 47 457 14819 38369 53188
C Uthukela District Municipality DC23 91828 264 148 355976 104 497 282038 386 535 96 175 289675 385 850
Total: Umzinyathi Municipalities 224084 361085 585169 152516 406 510 559 026 128793 453181 581974
B Endumeni KZN241 37750 103 181 140 931 38298 107 331 145629 35207 113718 148 925
B Nquthu KZN242 13 205 34986 48191 - 35045 35045 - 37322 37322
B Msinga KZN244 13217 33105 46 322 35222 35222 - 36 847 36 847
B Umvoti KZN245 54 849 69938 124787 - 81182 81182 - 91193 91193
C Umzinyathi District Municipality DC24 105 063 119875 224938 114 218 147730 261948 93 586 174101 267 687
Total: Amajuba Municipalities 137922 921268 1059 190 41012 956 947 997 959 36 206 1028 055 1064 261
B Newcastle KZN252 80 245 779021 859 266 - 828 308 828 308 - 884 901 884901
B eMadlangeni KZN253 4047 25751 29798 6217 20068 26 285 7005 21747 28752
B Dannhauser KZN254 12089 35309 47398 - 32576 32576 - 34421 34421
C Amajuba District Municipality DC25 41541 81187 122728 34795 75995 110790 29201 86 986 116 187
Total: Zululand Municipalities 495 415 596 950 1092 365 371351 610 065 981416 287 341 641471 928 812
B eDumbe KZN261 8830 38522 47 352 9016 39677 48 693 10172 40 868 51040
B uPhongolo KZN262 14740 64 074 78814 37018 69 581 106 599 9961 74818 84779
B Abaqulusi KZN263 195 085 164 179 359 264 169 179 178 934 348113 114 656 192489 307 145
B Nongoma KZN265 8842 32207 41049 - 33656 33656 - 35170 35170
B Ulundi KZN266 28 677 95055 123732 15 846 100 498 116 344 12 966 102 547 115513
C Zululand District Municipality DC26 239 241 202913 442154 140 292 187719 328 011 139 586 195579 335165
Total: Umkhanyakude Municipalities 289 298 272044 561 342 63017 308 555 371572 58 506 355434 413 940
B Umhlabuyalingana KZN271 14 442 27 845 42287 15915 28702 44617 13868 30805 44673
B Jozini KZN272 17 098 31780 48 878 18125 40739 58 864 19393 43 589 62982
B The Big Five False Bay KZN273 6 564 13717 20 281 6569 13513 20082 5388 14 833 20221
B Hlabisa KZN274 15 664 30694 46 358 15982 35962 51944 14611 39809 54 420
B Mtubatuba KZN275 3989 29884 33873 6426 31158 37584 5246 32958 38204
C Umkhanyakude District Municipality DC27 231541 138124 369 665 - 158 481 158 481 - 193 440 193 440
Total: uThungulu Municipalities 799 222 1559 103 2358 325 763 870 1732132 2496 002 562 676 1900168 2462 844
B Mbonambi KZN281 12147 45381 57528 13968 53417 67 385 15228 62389 77617
B uMhlathuze KZN282 559 468 1064 916 1624 384 567 783 1182473 1750 256 411558 1290 046 1701 604
B Ntambanana KZN283 5307 11484 16791 7911 12330 20 241 8154 13272 21426
B Umlalazi KZN284 36 510 108 013 144 523 32169 125338 157 507 28 064 130991 159 055
B Mthonjaneni KZN285 6490 32082 38572 9258 33361 42619 7965 37147 45112
B Nkandla KZN286 8 406 22428 30834 8063 27782 35845 - 33943 33943
C uThungulu District Municipality DC28 170 894 274799 445693 124718 297 431 422149 91707 332380 424087
Total: iLembe Municipalities 540 345 962014 1502359 379246 1002892 1382138 190775 1086312 1277087
B Mandeni KZN291 65 041 61870 126 911 139336 63 940 203 276 65946 69 136 135082
B KwaDukuza KZN292 300 957 645993 946 950 78 356 662 782 741138 - 703 592 703 592
B Ndwedwe KZN293 15423 20792 36215 18 650 22929 41579 20943 24121 45064
B Maphumulo KZN294 9202 22616 31818 12 240 2389% 36134 10011 25169 35180
C iLembe District Municipality DC29 149722 210743 360 465 130 664 229 347 360011 93875 264 294 358 169
Total: Sisonke Municipalities 432072 385719 817791 311816 419 646 731462 317935 432947 750 882
B Ingwe KZN431 46 453 34209 80 662 16 521 26 460 42981 18431 28995 47426
B Kwa Sani KZN432 54 510 18 091 72601 25553 19899 45452 12515 21889 34404
B Greater Kokstad KZN433 61038 113919 174 957 0 122819 122819 - 133803 133803
B Ubuhlebezwe KZN434 55 665 38590 94 255 66 615 46 206 112 821 76 082 48515 124 597
B Umzimkulu KZN435 78 003 56 302 134 305 83464 59653 143117 89 305 63828 153133
C Sisonke District Municipality DC43 136 403 124608 261011 119663 144609 264 272 121602 135917 257519
Total 10324988 23654907 33979895 8281305 25820146 34101451 7552824 28071617 35624 441

Source: National Treasury Local Government Database
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9. MEASURING PERFORMANCE IN GOVERNMENT

The focus of both the national and provincial goweent has converged on the need to understand what
the financial resources allocated in a financiahryactually end up buying. As such, measuring
performance in government, as well as the costscaged with service delivery, has become a focal
point to ensure that value for money is pursuedsupport of this, a decision was taken for the
Performance Budgeting System (PBS) to be rolledwatl departments in the province.

PBS is a PFMA-compliant Financial Management Infation System, designed to empower managers to
monitor and evaluate budgets, expenditure, outpuid measurable objectives. The system works
together with BAS and PERSAL, and integrates curferancial and personnel information, which is
then used with non-financial information to enaivenitoring and evaluation of a range of performance
measures. It therefore enables activity efficietaybe measured and reported on. PBS performance
measures can also be linked upward to inform measiobjectives and strategic objectives.

The commencement of the PBS roll-out began in 2005, and the implementation schedule provided

for a phased approach over approximately four yétowever, there have been a number of delaysin th

implementation of this system. An overview of thegress to date and details of the challenges are
discussed below.

9.1 Performance Budgeting System: general progress review and challenges

9.1.1 Purpose and overview of progress

Since the inception of the PBS project, solid pesgrhas been made with the implementation of the
system in several departments. However, a numbehmnaifenges have been encountered. Some have been
resolved, but others still need to be addressedoardcome. These are discussed in more detail in
Section 9.1.2 below.

As at the end of the 2008/09 financial year, fiftgeeovincial departments have commenced with the fu
implementation of PBS, while a partial implemergatis envisaged for the Royal Household.

During Phase 1 of the implementation plan, impletagon commenced in the Departments of Transport,
Health, Provincial Legislature, Economic Developmétrovincial Treasury, Office of the Premier and
Agriculture and Environmental Affairs.

Phase 2 saw the commencement of implementatiomgl@007/08 in the Departments of Community
Safety and Liaison, Local Government and Traditiékfeairs, Arts, Culture and Tourism, Education and
Housing.

The final phase of the project will see the implataéon in the Departments of Sport and Recreation,
Works, Social Development and the Royal HouseHealdther details are provided in the sections dgalin
with the implementation in specific departments.

As the project has experienced some delays antigistlg behind schedule, it was decided that the
contract would be extended until April 2010, with@ompromising the success of the project, and not
resulting in an escalation in price. It is stillvisaged that the first set of departmental repaitsbe
drawn from PBS at the end of the first quarter 60210; however, the reports may not have been
cascaded to appropriate decentralised levels iarttapnts yet.
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A number of important and worthwhile customisatibase been made to the system since inception, and
more functionalities have been added. These indluel@bility of PBS to draw information for a sebst
responsibility from BAS and/or Vulindlela, and toopide the monthly In-Year-Monitoring (I'YM) report

as well as the institutional service delivery répor a quarterly basis (QPR).

Furthermore, the implementation initially focussedy on the capturing of quantitative outputs in?B
Over time, it has become apparent that the outputs need to have sub-level categorisation
functionality, as some outputs are qualitative time-based.

Another factor which delayed the implementatiorthaf project was the introduction of the new Staddar
Chart of Accounts (SCOA) in 2008/09, which necegsid an adaptation to the system in line with the
new classifications.

9.1.2 Common implementation problems

Certain implementation problems are common to rtfte@ one department, and these common issues are
discussed in this section, to avoid repetition.

« One of the main risks to the success of the prigeetgarded as a lack of commitment. Centrali® th
is the fact that departments have not formally appd project teams to take responsibility for the
roll-out of the project;

« In some instances, the nominated PBS project managedepartments either do not accept these
responsibilities, or do not assign them signifigamority. It also happens that staff are not datéd
to the project, and some are not at an approgdeaés to influence other managers;

« The lack of continuity in departments has also bemlematic. As project teams are not formally
appointed, there is no-one in departments to coatmth the co-ordination of departmental actitie
when a PBS project manager takes leave or moves;

« Users are currently not actively using the syst@ma, some trained users are not accessing the system
at all. Hence, users may not be fully fait with the functionalities and menus offered, and may
experience difficulties initially in drawing therét quarter report.

The following steps have been taken in an attemptércome these challenges:

- Appointment by the Provincial Treasury of a fuihé PBS Project Manager to work closely with the
PBS consultants;

- Departments were urged to formally assign respditi&b to properly constituted, reasonably-sized
PBS task teams within departments;

« Ongoing task team meetings are being held with ideeats to monitor progress and assist where
problems are experienced; and

« A process guide is in the process of being devel@mel a quarterly reporting format/template will be
designed, with the input of the various departmeartd workshopped with them.
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9.2 Review of PBS per department

In general, the roll-out of the system entails vebidps, where departmental staff are informed of the
system and capacitated on using the system. A d&tnation version is installed on the departmental
users’ computers, while a customised user suppanual and software guide is developed for reference
by the user. It may also be necessary to furthstoauise the system to the particular departmeetsls.
Once the system has been installed and the réssiésl, and performance on the department’s netiwork
satisfactory, it can be rolled out fully to the iemtdepartment. The section below highlights theesu
status and planned activities for the remainde¢nefyear.

9.2.1 Department of Transport

The level of support by the staff from the Departimef Transport has been excellent, and they are
continuously providing significant input into therther enhancements and customisation of the system

The new version has been released and installath@nsof were done at Head Office and the pila, sit
which is the Pietermaritzburg cost centre. A precés capturing the cost centre outputs is being
developed, and the capturing of these will be f&eal thereafter. The full roll-out of PBS in thetien
department will be undertaken, once the departisesatisfied with the new version’s functionalitythe
pilot site.

9.2.2 Department of Health

Health has also actively driven its PBS implemeatatHowever, a minor set-back was the resignation
the PBS champion in the department at the end aeiDber 2008. A pilot was run in the Amajuba
District Office, with all outputs being set up athe hospital champions empowered to capture, limk a
plan outputs. This pilot proved successful anddhlesequent roll-out plan to other district officeas
developed, but is still subject to approval.

The phased district approach intends for the PB$eny to be implemented, and to go live at district
level, after which the full-scale roll-out to hotgds in each of the districts, is initiated. Howev&ome
operational problems need to be resolved, befdk@ubcan commence at district level, for instance

e There is not a consistent number of measures apaitsuo be captured across the various districts.
Some districts have over 500 outputs, and yeteas#me time the measures and outputs included in
the department’s Annual Performance Plan (APPhatall reflected;

« Although it is understood and appreciated that edistrict has its own set of circumstances, the
department should, at this point, aim to (at leastasure uniform performance measures that can be
used for the customised sector quarterly performaeports and reporting in terms of its APP; and

- The bandwidth and the data-line speeds, as wedengr congestion, will need to be investigated
once the system is operational in the districteshasresponse times may be slow and replication to
the main server may be negatively affected. Thenrolaallenge remains the IT infrastructure and the
lack of funds to upgrade lines and equipment.

Notwithstanding, it is envisaged that the systerth Ivé fully rolled-out in all the districts by thend of
the 2008/09 financial year.

9.2.3 Department of Agriculture and Environmental A ffairs

During the Treasury intervention (in terms of Sewtil8 of the PFMA), which was administered in the
Department of Agriculture and Environment Affaitstbe beginning of 2007/08, it was agreed that the
implementation of PBS be put on hold to allow thepartment time to consolidate its budget and
spending. It was therefore decided that the departiwould be brought on board with the final set of
departments, which were scheduled for implememaitio2008/09. In this regard, a set of combined
workshops were held at the end of January 2009.
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9.2.4 Office of the Premier

This department has captured its outputs on thersysand is capturing actual achievements livehen t
system. There are therefore no problems foreseethéoproduction of the first quarter report of 200
The department, being the champion of the provinsteategy and of provincial monitoring and
evaluation is strongly supportive of this systemjtantegrates planning and budgeting. The bufrem
this department has improved substantially, topthi@t where they will probably be the first depasth
that is fully live on the PBS system.

9.2.5 Department of Economic Development

The installation of the customised software hasnbéene and the output capturing completed. The
system is now live in the department, and the €tsdrter report can be produced by the departritéet.
only concern is the low usage rate at the depattmen

9.2.6  Provincial Legislature

The degree of support from top management andatatf levels is noteworthy. The project was dethy
slightly, as the department requested further ooistation, to cater for the outputs to be linked to
timeliness and quality. The revised PBS software feen loaded and outputs captured onto the system.
The system in the department is live, and the prooiu of the first quarter report should posedittr no
problems.

9.2.7 Provincial Treasury

The Provincial Treasury is, as a department, tlaengion of the PBS implementation. As such, theee ha
been excellent support and buy-in from the departmenplementation deliverables have been delayed
slightly, as Treasury also had to wait for the atitpategorisation to be finalised, before outpyteang
could commence. However, the installation of thetesy and the capturing of outputs are now complete,
and the department is all set to produce its fjustrter reports from the system.

The remaining issues are:

- As provincial PBS co-ordinator, Provincial Treasumyeds to enter into, and monitor the level of
service provision in terms of the Service Level égmnent contract. In this regard, the Provincial
Treasury and PBS (Pty) Ltd. are currently negatgaticceptable terms and conditions, as well as the
structure for user support fees; and

« Although departments are liable for the paymerthefongoing user support and maintenance fees, it
is envisaged that the amount will be formally susjeel from the departmental budgets to that of
Vote 6: Treasury, from 2009/10 onwards, to ensuseeneffective monitoring and management of the
project at a provincial level.

9.2.8 Department of Community Safety and Liaison

All workshops have been conducted, and the insimiademonstration has been installed on users’
computers. The user manual and software guide Ibeee finalised. However, the department has not yet
set any dates for the PBS consultants to assikttiwe capturing of outputs and actual deliverabids.
this point in time, the slight delays experienceal r@ot crucial, and it is still expected that tlegpdrtment

will be able to report on its first quarter perf@nce from the system.

9.2.9 Department of Local Government and Traditiona | Affairs

As all training workshops have been completed weasystem, the outputs have already been captured
The department is on track, with the only concezimdp the low rate of usage in the department.
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9.2.10 Department of Arts, Culture and Tourism

The PBS roll-out has been finalised and the depantiis on track to use the system for the prodoatio
a report for the first quarter.

9.2.11 Department of Education

Training workshops have been done in the departndw capturing of the non-financial data will be
completed for each district by the end of 2008/@fer which the department can draw reports on
expenditure and performance.

The IT hardware and network capabilities of thdrais offices still need to be assessed to detezmin
whether there are any additional system requiresnamid to ensure that, if required, funding beasate
for required upgrades.

9.2.12 Department of Housing

The implementation of PBS was delayed as the dmpattraised concern that the installation of PBS
would result in a duplication of work, as the depent uses the national Housing Subsidy System YHSS
for monitoring of service delivery. The departmePBS and the national Department of Housing had a
meeting to discuss and resolve this matter. As ,stldh department is now fully on board for the
continuation of the implementation of PBS, whicHl entail the outputs capturing.

9.2.13 Social Development

The workshops with the Managers at Social Develayrhave taken place and the demo was installed on
all users’ computers. The user manual and softgarde were customised for use by the department.
The outputs as per the APP are being captured theteystem at present, and it is envisaged that the
department will be able to report on its first qaaperformance of 2009/10 using PBS.

9.2.14 Department of Works

The introductory and training workshops have tagleice at the end of January 2009. The demonstration
version of the software was loaded on the usershinas. Development of the user manual and software
guide are currently underway, and it is expected e APP outputs will be captured on PBS befoee t
end of the financial year. The department also&stga that an urgent investigation be conductedti
further customisation of the system, to measuraegdic and operational performance. This request is
currently receiving attention.

9.2.15 Department of Sport and Recreation

The formal assignment of the newly appointed Manalglenitoring and Evaluation to the PBS project
took place in December. Workshops are currentipdeobnducted with managers from the department.
The demonstration version of the software was ldaate the computers of the users, and the software
manual and guideline developed. The expectatighaisthe budget structure, non-financial informatio
and activity costs will be loaded by the end of @09, for compilation of the 2009/10 first quarter
performance report at the end of June 2009.

9.2.16 Royal Household

Due to financial management controls not yet b@ingace, and the department not having the nepessa
capacity to administer PBS reporting on a full scétl was decided that the system will be loadetth wi
minimal functionality, i.e. the In-Year-Monitoringutomated report from April 2009 and the Quarterly
Performance Report for the first quarter of 2009Md@date, no work has been done in this regard.
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9.3  Provincial budget and programme structures and quarterly performance reporting

(QPR)

National Treasury, in fulfilling its Constitutionabligation and that of the Public Finance Managame
Act, embarked on an exercise to develop uniformgetidand programme structures across all nine
provinces. This was a joint project, involving thmelevant provincial and national line function
departments, and national and provincial treasuries

The agreed generic budget and programme structureéhe development of customised quarterly and
annual performance measures, for a number of secéoe significant steps towards improving the
alignment of planning and budgeting on the one hamdl ensuring uniform reporting and greater
comparability of efficiency, effectiveness and \&for-money between provinces. It is noted thase¢he
standardised sector-specific structures and pedoce measures form the basis for the departmental
reporting templates captured on PBS.

The availability of information within the annualdget now also enables national and provincial
portfolio committees to improve the quality of thewversight role in provincial legislatures, anddo
departments more accountable for performance.

The budget and programme structures for the pr@alindepartments of Education, Health, Social
Development, Provincial Treasury, Legislature, $pod Recreation, Arts and Culture and Office @f th
Premier remain unchanged from what was agreedddnagplemented as part of the 2008/09 Budget.

Minor changes and improvements have been madeetartiiorm programme and budget structures of
Works, Transport, Economic Development, Local Gowagnt and Traditional Affairs, Agriculture and
Environmental Affairs and Housing.

The proposed uniform budget and programme strudtur¢ghe Department of Community Safety and
Liaison is currently under review, and it is enged that it will be implemented in 2010/11.

Further developments made during 2008/09 includedreview and refinement of the quarterly and
annual performance measures, in line with budged @nogramme structures. This included
comprehensive definitions of the service delivegasures, to ensure consistent measuring and regporti
by sector departments.

In this regard, the Departments of Education, HedRocial Development, Housing, Agriculture and
Environmental Affairs, Works, Transport, Sport arkecreation, Arts and Culture, Economic
Development and Local Government and Traditiondhifg will report on standardised sector-specific
performance measures for the 2009/10 year. Thessures have to be reflected, as a minimum, in the
departments’ Annual Performance Plans (APP). Theicse delivery measures, as prescribed by the
sector, are included in Budget Statement 2, untkeiséctions in the departmental chapters dealitiy wi
service delivery measures per programme. The ioteof including such information in the budgetas
improve transparency, and provide a basis for hgldhe provincial government accountable for its us
of public resources.

The Departments of Community Safety and Liaisowyipicial Treasury, Provincial Legislature, Office

of the Premier and the Royal Household will notoreémn customised performance measures for the
2009/10 year, as long as the measures containgteidPP are reported on. These measures are also
reflected in Budget Statement 2, in the sectioradimig with service delivery measures under thevieaie
programmes of these departments.

This year is also the first year where the estichaétegets are depicted for the current year andhitee
years of the MTEF (in the past, it was the curggdr and the first year of the new MTEF cycle). The
rationale behind such a comprehensive forward estisyis to provide greater insight into whethdsliou
service delivery is increasing relative to the gitown the budget, and/or if there is a progressive
realisation in addressing the needs of the citizenr
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ANNEXURE — BUDGET STATEMENT 1

Table 1.A: Details of provincial own receipts

QOutcome Main Adjusted  Estimated . .
Audited  Audited  Audited | Budget  Budget Actual Medium-term Estimates

R000 2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011112
Tax receipts 822 356 953871 1037169 | 1129198 1129198 1151836 | 1262889 1363213 1470690
Casino taxes 162 073 194 038 239 866 254 652 254 652 254 652 275024 297 026 320788
Motor vehicle licenses 624 302 717 899 749 631 825830 825830 825830 900 632 972196 1050015
Horseracing 31982 38174 43655 44671 44 671 67318 49138 52086 53792
Other taxes 3999 3760 4017 4045 4045 4036 38095 41905 46 095
Non-tax receipts 310 750 414142 443 276 422 637 422 637 296 072 331069 498 580 536 248
Sale of goods and services other than capital assets 198 036 218 165 247127 250 277 250 277 255149 274 281 294 932 313819
Sale of goods and services produced by dept. 197 025 217074 245873 249 298 249 298 254070 273130 293701 312515
Sales by market establishments 126 132 250 200 200 307 314 332 352
Administrative fees 25403 28354 36410 31069 31069 30754 35325 38701 42275
Other sales 171496 188 588 209 213 218029 218029 223009 237 491 254 668 269 888

Sale of scrap, waste, arms and other used current

goods (excluding capital assets) 1011 1091 1254 979 979 1079 1151 1231 1304
Fines, penalties and forfeits 19253 19734 36 550 30031 30031 30169 33733 35757 37902
Interest, dividends and rent on land 93 461 176 243 159 599 142 329 142 329 10 754 23055 167 891 184 527
Interest' 93025 175 862 159 331 142274 142274 10180 22994 167 823 184 455

Dividends - - - - - - - - -
Rent on land 436 381 268 55 55 574 61 68 72

Transfers received from: - 300 300 - - -

Other governmental units - - - - - -

Universities and technikons - - - - -

Foreign governments - - - - -

International organisations - - - - - -

Public corporations and private enterprises - 300 300 - - -

Households and non-profit institutions - - - - - - -
Sale of capital assets 20 222 7972 11 564 18 703 18 703 21239 20 940 22197 23 528

Land and subsoil assets 5607 - - - - 44 - - -
Other capital assets 14 615 7972 11564 18703 18 703 21195 20940 22197 23528
Financial transactions 73939 70132 64 975 21186 21186 63 500 30131 34 804 39102
Total provincial own receipts 1227267 1446417 1557284 | 1591724 1591724 1532647 | 1645029 1918794 2069 568
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Table 1.B: Details of provincial payments and estimates by economic classification

0 Main Adjusted  Estimated . .
Audited Audited Audited Budget Budget Actual Wedium-term Estimates
R000 2005/06 2006/07 2007/08 2008/09 2009110 2010111 201112
Current payments 27114255 29778849 35565540 | 39179111 41180676 42589066 | 46273856 51808832 55762 652
Compensation of employees 19659578 21758145 25794246 | 28484734 29468 134 30828078 | 33226839 36681427 39194578
Salaries and wages 16548061 18037474 21674323 | 23963254 24303739 25616108 | 27783463 29919979 32015095
Social contributions 3111517 3720671 4119923 | 4521480 5164395 5211970 | 5443376 6761448 7179483
Goods and services 7438509 7991427 9693259 | 10694 377 11712455 11760357 | 13047017 15127405 16549 555
of which
Administrative fees 99 054 103 303 203034 29349 31580 41131 29631 21132 22221
Advertising 117 559 188 889 195 922 269 336 280 249 306 300 205711 216 570 230249
Assets <R5000 259 156 246 993 215490 255 528 253 539 259772 292 085 354 944 377216
Audit cost: External 64 240 61862 45122 45024 60 271 63243 51015 56 875 61250
Bursaries (employees) 61785 55700 14611 30 355 22 676 23206 24993 26 765 28 453
Catering: Departmental activities 54 456 70 760 128 990 146 434 187713 192173 155634 147 890 161296
Communication 168 273 189 838 212093 211352 220 085 247 227 263 622 294138 311669
Computer services 171941 172426 242598 275917 284 144 306 654 310427 345 607 362 638
Cons/prof:business & advisory services 318257 417 526 517215 948875 1029923 960999 | 1169801 1407706 1444980
Cons/prof: Infrastructre & planning 66 866 82563 297 410 180 712 237 434 241328 287 443 321205 336 633
Cons/prof: Laboratory services 80875 128 637 258 353 321912 447 252 531129 428249 512 468 564 112
Cons/prof: Legal cost 7893 7866 11371 19171 24741 27972 20083 21766 23422
Contractors 608 594 652077 1027177 | 1010076 1295622 742430 | 1217404 1423754 1508 054
Agency & support/outsourced services 671098 735286 673033 664 418 702 636 809714 870566 1051507 1097 846
Entertainment 15303 18058 7022 7902 5658 12202 7572 7684 7976
Government motor transport 23527 25171 23 840 23 357 26 992 31989 34 536 35370 38809
Housing 6379 502 155 - - 181 174 201 224
Inventory: Food and food supplies 123 954 127 396 216970 223 407 176 914 197 835 266 716 305 857 328 280
Inventory: Fuel, oil and gas 171175 204 486 215103 293 837 350 981 305577 331240 365429 394125
Inventory:Learn & teacher support material 381647 407 072 437 261 490 936 488 666 471598 536 138 564 837 585 967
Inventory: Raw materials 95901 110444 92337 87 745 126 260 98 819 105 329 121066 135 336
Inventory: Medical supplies 1343725 1490026 1860135| 1737960 1835487 2140767 | 2172400 2609763 2841182
Medsas inventory interface - - - - 500 549 - - -
Inventory: Military stores - - - - - - - - -
Inventory: Other consumbles 175772 252 269 268 815 324 213 328 249 348 900 387 465 480073 542224
Inventory: Stationery and printing 125033 103 662 152 149 191 580 181592 195214 180 580 190 067 201578
Lease payments 151733 191938 247083 327 862 398 996 362176 399 862 437 686 454 756
Owned & leasehold property expenditure 256 172 274518 473124 532 336 624 569 677 814 610 308 694 925 741302
Transport provided dept activity 22632 32959 68 162 85606 86 798 92 400 92289 96 621 102 348
Travel and subsistence 289490 296 608 391851 373 861 413 880 444 495 463 939 485373 530871
Training & staff development 135476 143 899 180 771 238 358 261 581 245592 291458 332344 352220
Operating expenditure 262 551 159 131 206 014 153 401 179 374 242634 155635 169 488 167 848
Venues and facilities 104799 111330 173239 197 435 257714 278322 224 267 253 056 276 986
Other 1003 193 928 232 636 810 996 124 890 379 860016 | 1460445 1775238 2317478
Interest and rent on land 281 390 7 - - 498 - - 18519
Interest ‘ - 364 - 488 18519 ‘
Rent on land 281 26 7 - 10 -
Financial transactions in assets and liabilities 15887 28 887 77901 87 133
Unauthorised expenditure - - 127 - -
Transfers and subsidies to: 3211970 4055105 5420173 | 7210990 6904683 6818691 | 8516659 7675642 8394 395
Provinces and municipalities 339982 478 394 783710 944853 1133956 1061932 | 1076544 784 374 841551
Municipalities ‘ 339982 478 385 783710 944853 1133954 1061932 | 1076544 784 374 841551 ‘
Municipal agencies and funds - 9 - - 2 - - - -
Departmental agencies and accounts 442182 505 556 491 866 564 434 622 943 622 411 652 396 655 655 698 635
Social security funds ‘ 11015 7 178 188 188 78 194 202 215 ‘
Entities receiving funds 431167 505 479 491688 564 246 622 755 622 333 652 202 655 453 698 420
Universities and technikons - 100 1274 4156 4 856 560 4500 3300 -
Public corporations and private enterprises 429290 557 960 845 660 857 143 74 679 76505 | 1114249 531194 546 727
Public corporations 100 199 194 852 801060 794 099 40 332 43488 448 038 503 126 516193
Subsidies on production 36 031 - - - - - 53750 56 975 59 637
Other transfers 64 168 194 852 801060 794 099 40 332 43488 394 288 446 151 456 556
Private enterprises 329091 363 108 44 600 63 044 34 347 33017 666 211 28 068 30534
Subsidies on production - - - - - 65 647 396 - -
Other transfers 329091 363 108 44 600 63044 34 347 32952 18815 28068 30534
Foreign governments and international organisations 704 264 162 986 1081 1081 1060 1124 1191
Non-profit institutions 1215513 1504290 2245311 | 3532145 3717230 3764535| 3656842 3210190 3373759
Households 784299 1008541 1052190 | 1307273 1349938 1291667 | 2011068 2489805 2932532
Social benefits 87370 98 195 96 163 98218 103 469 119833 108 971 120 705 122722
Other transfers to households 696 929 910 346 956027 | 1209055 1246469 1171834 | 1902097 2369100 2809810
Payments for capital assets1 2945489 3010744 3457985 | 4670254 5068381 5683557 | 5615139 6708025 7469387
Buildings and other fixed structures 2225041 2369206 2774040 | 3682632 4012364 4787839 | 4521579 5471076 6116516
Buildings ‘ 1300552 1362650 2383644 | 1903337 1991413 1924814 | 2292951 3264001 3674332 ‘
Other fixed structures 924489 1006 556 390396 | 1779295 2020951 2863025 | 2228628 2207075 2442184
Machinery and equipment 700 813 618514 646 537 981816 1028 543 868373 | 1083860 1227806 1342795
Transport equipment ‘ 150 030 108 524 165818 193 923 214 932 165 057 227 691 249 648 274131 ‘
Other machinery and equipment 550 783 509 990 480719 787 893 813 611 703 316 856 169 978158 1068 664
Cultivated assets - 23 99 42 112 96 340 380 404
Software and other intangible assets 18707 17 503 35595 5764 26 364 26 086 9360 8763 9672
Land and subsoil assets 928 5498 1714 - 900 900 - - -
Heritage assets - - - 98 263
Specialised military assets - - - -
Total 33271714 36844698 44443698 | 51060355 53153740 55091314 | 60405654 66192499 71626434
Statutory payments 35365 36 699 39255 40571 46 782 46782 57299 52491 55284
Total (including statutory payments) 33307079 36881397 44482953 | 51100926 53 200 522 55138 096 | 60 462 953 66244990 71681718
1. Included under Payment of Capital Assets are capitalised payments for:
Compensation of employees - - - - - - - - -
Total compensation of employees 19 659 578 21758145 25794246 | 28484734 29468 134 30828 078 | 33226839 36 681427 39194 578
Goods and Services 476 261 499 683 562 734 375 596 375 596 375596 415596 436 375 462 558
Total goods and services 7914770 8491110 10255993 | 11069 973 12088 051 12135953 | 13462613 15563780 17012113
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Table 1.C Detailed estimates for infrastructure

Category / Department / Type of structure No: of Total Medium-term Estimates
Projects Cost
R000 2009/10 2010111 201112
New infrastructure assets 1557 2182830 1873134 2479284 2825133
Office of the Premier 1 2000 2000 - -
Kwa-Ceza Chapel \ 1 2000 2000 - -]
Agriculture & Environmental Affairs - - 54 469 55578 57 813
Other \ - - 54 469 55578 57813 ]
Education 1111 1621295 312931 690 459 951 401
New Schools (classrooms & toilets) 1077 851430 182019 383778 507 388
Education for Learner with Special Education Needs (ELSEN) 25 463 865 70912 236 681 364013
FET Sites 9 306 000 60000 70 000 80 000
Health 237 - 642023 881098 961 674
Hospitals 97 - 332048 453 928 515992
Other Health Facilities 140 - 309975 427 170 445 682
Housing - - 120 000 60 000 60 000
Other \ - - 120 000 60 000 60000 |
Local Government and Traditional Affairs 65 19000 5000 10 000 4000
Amahlalankosi Amakhosi Houses \ 65 19 000 5000 10 000 4000
Transport 12 - 582 450 574 191 597 283
P577 New Construction 1 - 190 000 100 000 -
P700 Upgrade 1 - 140 000 150 000 100 000
Access Roads - - 194 450 200 191 212 203
Pedestrian Bridges 10 - 38000 118 000 125080
Other - - 20000 6000 160 000
Social Development 28 325744 78 500 90 302 120 259
Office accommodation \ 28 325 744 78500 90 302 120 259 |
Works 6 99 025 21700 29200 27112
Office blocks 5 95125 21200 25800 27112
Other 1 3900 500 3400 -
Arts, Culture and Tourism 8 78 200 15000 47 616 2300
Arts Centre Umzinyathi 1 9700 - 9700 -
Arts Centre Amajuba 1 9700 - 6700 -
Arts Centre Umkhanyakude 1 9700 - 3816 -
Arts Centre Uthungulu 1 9700 - 9700 -
Arts Centre llembe 1 9700 - 9700 -
Arts Centre Sisonke 1 9700 - 5700 -
Conditional Grant Umkhanyakude 2 20 000 15000 2300 2300
Sport and Recreation 89 37 566 39 061 40 840 43 291
New Sport FacilitiesConstructed ‘ 21 24576 21857 22950 24327 ‘
New Combination Courts 68 12990 17 204 17 890 18 964
Existing infrastructure assets
Maintenance and repair 398 4104 575 2242 868 2537419 2693 296
Office of the Premier 1 2200 1000 600 600
Provincial Public Service Training Academy ‘ 1 1500 500 500 500 ‘
Telkom building 1 700 500 100 100
Provincial Legislature - - 677 718 761
General maintenance \ - - 677 718 761
Agriculture & Environmental Affairs - - 18 568 19 627 21145
Maintenance of buildings \ - - 18568 19 627 21145
Education 252 - 94 495 100 000 106 000
Maintenance \ 252 - 94 495 100 000 106 000 |
Health 72 - 497 862 642 238 680 566
Hospitals 3 - 155748 200 088 202 668
Other Health Facilities 69 - 342114 442 150 477 898
Housing - 106 656 60 142 60 142
Other \ - - 106 656 60 142 60142 |
The Royal Household - - 3025 3328 3528
Repairs and maintenance to the Royal Palaces \ - - 3025 3328 3528 ]
Local Government and Traditional Affairs 56 12 050 4000 4000 4050
Thusong Centres and TAC's [ 56 12 050 4000 4000 4050
Transport - 4055 637 1495576 1684 945 1786 040
Routine - 2100 081 644081 706 000 750 000
Preventative - 1550 556 464 556 527 000 559 000
Mechanical - 405 000 125000 135000 145 000
Other - - 261939 316 945 332040
Social Development - - 9589 10 164 10774
Other: Office accomm, State Institutions & Residential \ - - 9589 10 164 10774
Works - 31688 8000 8000 15688
Other \ - 31688 8000 8000 15688 |
Sport and Recreation 17 3000 3420 3657 4002
Facilities Upgraded and Renovated \ 17 3000 3420 3657 4002 |
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Table 1.C Detailed estimates for infrastructure (cont.)

Category / Department / Type of structure No. of Total Medium-term Estimates
Projects Cost
R000 2008/09 2009/10 2010111
Upgrading and additions 2555 2823224 2231397 2446 392 2 683 326
Provincial Legislature 1208 1281 1358
Education 2411 2607 856 692613 885 927 953 560
Health 100 - 190 368 262 384 283 255
Housing - - 250 000 280 000 280 000
Transport 20 - 1044118 947719 1126 922
Social Development 10 101723 26790 32510 9423
Works 14 113 645 26 300 36 571 28808
Rehabilitation and refurbishment 1046 1889 596 838 329 1043735 1116 913
Agriculture and Environmental Affairs - - 42843 98 969 104 693
Education 918 1788134 297 983 354 983 390481
Health 120 - 80776 110 856 120 961
Transport - - 394 547 455000 485963
Works 1 83000 22180 12 300 14 815
Arts, Culture and Tourism 7 18 462 - 11627 -
Infrastructure transfer 12 5507 933 3695409 3112 251 3528 209
Infrastructure transfers - current 5 149 963 174 876 31953 37441
Economic Development - - 24913 31953 37441
Local Government and Traditional Affairs 5 149 963 149 963 - -
Infrastructure transfers - capital 7 5357970 3520533 3080 298 3490768
Economic Development 3 4971635 1508 935 757 575 731637
Provincial Treasury 1 300000 150 000 - -
Housing - - 1833792 2293 967 2729358
Transport - 33000 11000 11000 11000
Arts, Culture and Tourism 3 53335 16 806 17 756 18773
Capital infrastructure 5165 12 253 620 8463393 9049 709 10 116 140
Current infrastructure 403 4254 538 2417744 2569 372 2730737
Total 5 568 16 508 158 10 881 137 11619 081 12 846 877
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Table 1.D: Summary of transfers to municipalities

Annexure — Budget Statement 1

Outcome Main Adjusted  Estimated Medium-term Estimates
R000 Audited Audited Audited Budget Budget Actual
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112
A eThekwini 130 644 162 281 400 359 656 182 683 497 640 984 724 455 519 824 540 675
Total: Ugu Municipalities 15 888 17 466 41787 33191 40509 37110 56 051 19072 15090
B KZ211 Vulamehlo 2840 750 4050 - 5491 5491 910 170 189
B KZ212 Umdoni 1256 1461 3130 1528 3345 2575 3661 1811 1920
B KZ213 Umzumbe 1600 700 2140 600 600 600 410 170 180
B KZ214 uMuziwabantu 1247 1314 751 501 1329 909 1533 643 682
B KZ215 Ezingolweni 884 337 2024 600 3900 3900 260 169 179
B KZ216 Hibiscus Coast 3004 3308 2018 3092 6528 4329 6589 3644 5439
C  DC21 Ugu District Municipality 5057 9596 27674 26 870 19316 19 306 42 688 12 465 6501
Total: uMgungundlovu Municipalities 56 251 34351 73127 66 622 122 323 111 905 89 585 49735 51389
B KZ221 uMshwathi 2456 421 600 89 482 482 682 276 292
B KZ222 uMngeni 2339 1716 5622 2042 3478 2578 2930 1824 1934
B KZ223 Mpofana 732 851 2512 1520 2339 1520 2581 1803 1911
B KZ224 Impendle 1405 2032 3198 200 760 760 160 170 180
B KZ225 Msunduzi 35196 13189 29726 38 870 69 855 61250 47 894 33 566 34 556
B KZ226 Mkhambathini 800 1750 1275 1057 1006 1006 518 577 189
B KZ227 Richmond 2948 90 834 621 621 550 132 140 149
C  DC22 uMgungundlovu District Municipality 10375 14 302 29 360 22223 43782 43759 34 688 11379 12178
Total:Uthukela Municipalities 18 167 10 524 24098 40 557 26228 21616 29 260 17 226 17786
B KZ232 Emnambithi/Ladysmith 3771 3992 10 248 5949 10515 7999 9847 5260 5652
B KZ233 Indaka 3139 850 1750 - 79 79 750 - -
B KZ234 Umtshezi 1900 1019 2027 30 031 8982 7690 8893 7211 7707
B KZ235 Okhahlamba 3301 1148 1047 873 2139 1339 2727 1033 1095
B KZ236 Imbabazane 800 1242 5020 100 592 592 - - -
C  DC23 Uthukela District Municipality 5256 2213 4006 3604 3921 3917 7043 3662 3332
Total: Umzinyathi Municipalities 11899 11448 18 987 9594 27983 25722 15 150 9764 8870
KZ241 Endumeni 1610 2143 1833 2704 4545 3263 4889 3086 3212
B KZ242 Nquthu 2489 972 1968 - 2860 2860 160 170 180
B KZ244 Msinga 1560 2956 5999 1000 2700 2700 - - -
B KZ245 Umvoti 978 1052 1795 415 4388 3424 1846 369 392
C  DC24 Umazinyathi District Municipality 5262 4325 7392 5475 13490 13475 8255 6139 5026
Total: Amajuba Municipalities 6807 14005 17 339 16 178 30 540 31599 21523 4701 4777
B KZ252 Newcastle 1086 3507 3615 2533 14076 15601 7312 2867 2615
B KZ253 eMadlangeni 300 710 3850 257 757 741 836 304 323
B KZ254 Dannhauser 902 1219 332 124 686 250 1339 197 209
C  DC25 Amajuba District Municipality 4519 8569 9542 13 264 15021 15007 12 036 1333 1630
Total: Zululand Municipalities 28 929 17 094 30030 25434 29389 29190 26017 15704 23067
B KZ261 eDumbe 712 957 883 552 1338 938 748 232 246
B KZ262 uPhongolo 900 500 1400 930 1109 1093 1140 680 720
B KZ263 Abaqulusi 3620 2560 2556 1039 1786 1419 2241 1228 1302
B KZ265 Nongoma 6809 100 2380 630 1209 1209 1118 442 969
B KZ266 Ulundi 7410 7145 14722 12 389 9089 9680 11178 9874 10 347
C  DC26 Zululand District Municipality 9478 5832 8089 9894 14 858 14 851 9592 3248 9483
Total: Umkhanyakude Municipalities 24778 19134 24 969 9495 26 404 26 382 6972 4555 3051
KZ271 Umhlabuyalingana 3500 2000 3035 2300 1129 1129 510 570 680
B KZ272 Jozini 3621 4004 4577 1100 760 760 510 170 180
B KZ273 The Big Five False Bay 900 5950 680 965 1065 1065 627 187 199
B KZ274 Hiabisa 6281 292 2097 - 385 710 160 169 180
B KZ275 Mtubatuba 3941 1031 435 458 518 518 225 238 251
C  DC27 Umkhanyakude District Municipality 6535 5857 14145 4672 22 547 22200 4940 3221 1561
Total: uThungulu Municipalities 22 056 25361 35126 28 708 41621 36920 59 087 9040 10203
KZ281 Mbonambi 2034 3180 5590 600 1230 1290 160 170 180
B KZ282 uMhlathuze 2304 4095 7253 18 926 8669 6224 13736 4637 4490
B KZ283 Ntambanana 1530 1030 700 400 400 400 160 170 180
B KZ284 Umlalazi 1197 5006 3714 346 4119 2528 2449 285 302
B KZz285 Mthonjaneni 1892 1094 840 421 1338 958 1429 144 153
B KZ286 Nkandla 1818 1250 2000 45 370 370 210 222 2236
C  DC28 uThungulu District Municipality 11281 9706 15029 7970 25495 25150 40 943 3412 2662
Total: llembe Municipalities 10 128 20 882 36998 28779 36 106 31931 23104 20 450 17 551
B KZ291 Mandeni 1356 1354 5443 1103 2225 1498 2023 647 686
B KZ292 KwaDukuza 4006 7885 7728 10 068 14 391 10 950 14274 10760 11406
B KZ293 Ndwedwe 150 5064 4838 1000 3764 3764 160 170 180
B KZ294 Maphumulo 180 1000 3811 750 400 400 910 569 2180
C  DC29 llembe District Municipality 4436 5579 15178 15 858 15326 15319 5737 8304 3099
Total: Sisonke Municipalities 12746 13979 80 528 8030 68 800 68 017 9379 7380 4225
B KZ5a1 Ingwe 2005 2321 2818 45 774 756 210 223 236
B KZ5a2 Kwa Sani 2060 854 250 156 256 256 335 354 375
B KZ5a3 Matatiele 2082 1712 5367 - - - - - -
B KZ5a4 Greater Kokstad 3148 1021 2205 1625 2304 2260 1599 1695 1797
B KZ5a5 Ubuhlebezwe 910 1540 280 997 1157 739 407 114 121
B KZ5a6 Umzimkulu - 5000 20100 700 21992 21692 112 119 126
C  DC43 Sisonke District Municipality 2541 1531 49 508 4507 42317 42314 6716 4875 1570
Unallocated/unclassified 1689 131869 362 22083 556 556 15 961 106 923 144 867
Total 339 982 478 394 783710 944853 1133956 1061932 | 1076 544 784 374 841 551
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Table1.E  Payments and estimates by policy area

Outcome Main Adjusted  Estimated Medium-term estimates
R000 Audited  Audited  Audited | Budget  Budget actual
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011112
GENERAL PUBLIC SERVICES 1831387 2041790 2384674 | 2963640 3117419 3154480 | 3523807 3680608 3904 546
Executive & Legislative 284 148 332421 390 770 390 290 440 984 455187 509 464 531286 566 063
Office of the Premier 19825 23645 27 459 17 953 17997 17997 17813 18953 20089
Provincial Legislature (including all statutory payments
and ministries) 234 367 270 629 324197 332981 383631 385732 449 251 467 131 498 060
The Royal Household 29 956 38147 39114 39 356 39356 51458 42400 45202 47914
General Services 812878 851 051 988726 | 1260618 1331771 1359460 | 1585733 1576519 1671129
Office of the Premier 224570 286 444 373953 379 849 449002 449002 456 705 448 675 475588
Transport 107 181 121944 141 592 155 254 157 254 166 164 253 366 270113 286 389
Works 481127 442 663 473181 725515 725515 744 294 875 662 857731 909 152
General Policy & Administration 458 469 640 839 728259 | 1009958 1014491 1014491 | 1105247 1242826 1316921
Local Government and Traditional Affairs 456 915 639 208 726530 | 1008108 1012641 1012641 | 1103258 1240718 1314687
Agriculture & Environmental Affairs 1554 1631 1729 1850 1850 1850 1989 2108 2234
Financial & Fiscal Affairs 275 892 217 479 276 919 302 774 330173 325342 323 363 329977 350 433
Provincial Treasury 275892 217 479 276 919 302774 330173 325342 323363 329977 350433
PUBLIC ORDER & SAFETY AFFAIRS 418 928 448 507 515 548 540 671 559 936 562 967 615410 663 681 704 538
Public Order & Safety Affairs n.e.c. 48 495 59 360 78 797 104 022 109 287 109 301 134 894 147 756 156 617
Community Safety & Liaison 48 495 59 360 78 797 104 022 109 287 109 301 134894 147 756 156 617
Traffic Control 370433 389 147 436 751 436 649 450 649 453 666 480 516 515925 547 921
Transport 370433 389 147 436 751 436 649 450 649 453 666 480516 515925 547 921
EDUCATION AFFAIRS & SERVICES 15310355 16511110 18755530 | 21800947 22747085 23161562 | 25259441 28 359444 30 882 362
Education Affairs & Services n.e.c. 819 000 920162 1141444 | 1146747 1203013 1314520 | 1217351 1343391 1421484
Education 819 000 920162 1141444 | 1146747 1203013 1314520 | 1217351 1343391 1421484
Subsidiary Services to Education 741 043 611297 774712 966 674 1256254 1383629 | 1348271 1711604 2116146
Education 741043 611297 774712 966 674 1256254 1383629 | 1348271 1711604 2116146
Tertiary Education Services not leading to a
University Degree 297 585 311410 359 061 427 054 427 575 457 948 470074 504 046 534 359
Agriculture & Environmental Affairs 29 483 46 206 33237 61248 60 534 57 065 64729 68 045 71562
Education - - - - - - - - -
Health 268 102 265 204 325824 365 806 367 041 400 883 405 345 436 001 462 797
Pre-primary, Primary and Secondary Education 12714551 13818917 15349246 | 17607 174 18139339 18287485 | 20539812 22610214 24251858
Education 12714551 13818917 15349246 | 17607 174 18139339 18287485 | 20539812 22610214 24251858
Education Services not defined by level 738176 849324 1131067 | 1653298 1720904 1717980 | 1683933 2190189 2558515
Education 738 176 849324 1131067 | 1653298 1720904 1717980 | 1683933 2190189 2558515
HEALTH AFFAIRS & SERVICES 10279527 11390105 14621719 | 14664 684 15403489 16778986 | 17351247 20218110 21733842
Administration & control of Health Affairs &
Services n.e.c. 1069289 1215026 1571797 | 1777487 1819449 1592882 | 1999073 2533745 2724052
Health 1069289 1215026 1571797 | 1777487 1819449 1592882 | 1999073 2533745 2724052
Hospital & Clinic Affairs & Services 3864687 4330755 5291517 | 5339644 5579902 6223416 | 6197115 7116190 7616958
Health 3864687 4330755 5291517 | 5339644 5579902 6223416 | 6197115 7116190 7616958
Primary Health Services 4924947 5370301 7209609 | 6915052 7362903 8311453 | 8394655 9705201 10477374
Health 4924947 5370301 7209609 | 6915052 7362903 8311453 | 8394655 9705201 10477374
Ambulance Services 420 604 474 023 548 796 632 501 641235 651235 760 404 862 974 915 458
Health 420 604 474 023 548 796 632 501 641235 651235 760 404 862 974 915458
COMMUNITY & SOCIAL SERVICES 742 313 936023 1006950 | 1186913 1195852 1264378 | 1364846 1651698 1858317
Social Security & Welfare Affairs n.e.c. 344 418 434 408 485112 529 075 628 966 698 993 679 475 724 492 766 497
Social Development 344 418 434 408 485112 529 075 628 966 698 993 679475 724 492 766 497
Welfare Services - Children's Residential
Institutions 187 949 208 599 249 959 304 020 301020 301 302 340 064 487 159 624 332
Social Development 187 949 208 599 249 959 304 020 301020 301 302 340 064 487 159 624 332
Welfare Services - Old Persons Residential
Institutions 65 086 69 934 78 965 78 886 86793 85843 88215 90 512 92703
Social Development 65 086 69 934 78 965 78 886 86793 85843 88215 90512 92703
Welfare Services - Handicapped Persons 44 680 45736 54 481 48 605 54 899 53 847 56 411 58 378 60 581
Social Development 44 680 45736 54 481 48 605 54 899 53 847 56 411 58378 60 581
Welfare Services not delivered through
residential institutions 41470 50 112 74 843 154 329 100 481 100 059 171932 252 587 272479
Social Development 41470 50 112 74 843 154 329 100 481 100 059 171932 252587 272 479
Research & Development 58 710 127 234 63 590 71998 23693 24334 28749 38570 41725
Social Development 58 710 127 234 63 590 71998 23693 24 334 28749 38570 41725
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Table1.E  Payments and estimates by policy area (cont.)

Outcome Main Adjusted  Estimated Medium-term estimates
R000 Audited  Audited  Audited | Budget  Budget actual
2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112
HOUSING & COMMUNITY (AMENITY) AFFAIRS &
SERVICES 1326603 1640016 1973255 | 2311305 2361510 2360136 | 3178520 3615449 4104911
Housing Affairs & Services 974159 1252921 1522181 | 1799693 1846160 1846160 | 2577313 2978110 3429 341
Housing 974159 1252921 1522181 | 1799693 1846160 1846160 | 2577313 2978110 3429341
Nature Conservation 269 408 286 752 309 747 329920 340 812 340 812 394 269 417 946 442989
Agriculture & Environmental Affairs 269 408 286 752 309 747 329920 340812 340812 394 269 417 946 442989
Pollution Abatement & Control Affairs 83036 100 343 141 327 181692 174538 173164 206 938 219 393 232581
Agriculture & Environmental Affairs 83036 100 343 141 327 181692 174538 173164 206 938 219393 232581
RECREATIONAL, CULTURAL & RELIGIOUS
AFFAIRS & SERVICES 247 467 274747 348 756 450 077 458 573 458 573 514 557 607 174 583 131
Sporting & Recreational Affairs & Services 90 458 108 793 155 630 209 996 213 636 213 636 263 136 281043 297 963
Sport & Recreation 90 458 108 793 155 630 209 996 213636 213636 263 136 281043 297 963
Recreational, Cultural & Religious Affairs &
Services n.e.c. 32281 34933 38 528 43921 48958 51869 57774 60 564 63 843
Arts, Culture & Tourism 32281 34933 38528 43921 48958 51869 57774 60 564 63843
Cultural Affairs & Services 124728 131021 154 598 196 160 195979 193 068 193 647 265 567 221325
Arts, Culture & Tourism 124728 131021 154 598 196 160 195979 193 068 193 647 265 567 221325
Office of the Premier - - - - - - - - -
AGRICULTURE AFFAIRS & SERVICES 814 333 848 394 758029 | 1081799 1291409 1274408 | 1330603 1510486 1639438
Agriculture Affairs & Services, except subsidies
on agricultural products 738 909 767 993 686 992 956769 1146319 1137077 | 1187958 1358440 1478985
Agriculture & Environmental Affairs 738 909 767 993 686 992 956769 1146319 1137077 | 1187958 1358440 1478985
Research and development 75424 80 401 71037 125030 145090 137 331 142 645 152 046 160 453
Agriculture & Environmental Affairs 75424 80 401 71037 125030 145090 137 331 142 645 152 046 160 453
TRANSPORTATION & COMMUNICATION AFFAIRS
& SERVICES 1796076 2022795 2534615 3158847 3805620 3878742 | 4521798 4052356 4409408
Air transport affairs and services - - - - - - - - -
Office of the Premier - - - - - - - - -
Transportation Affairs & Services n.e.c. 34097 83 384 67 832 79037 79037 66 304 750 463 97 755 103 622
Transport 34097 83384 67 832 79037 79037 66 304 750 463 97755 103 622
Road Affairs & Services 1761979 1939411 2466783 | 3079810 3726583 3812438 | 3771335 3954601 4305786
Transport 1761979 1939411 2466783 | 3079810 3726583 3812438 | 3771335 3954601 4305786
OTHER ECONOMIC AFFAIRS & SERVICES 540 090 767910 1583877 | 2942043 2259629 2243864 | 2802724 1885984 1861225
Other Economic Affairs & Services n.e.c. 33720 36 619 51259 66 825 117 528 118 280 118 469 123 495 130 444
Economic Development 33720 36619 51259 66 825 117 528 118 280 118 469 123 495 130 444
Multipurpose Development Project Affairs &
Services 21153 186 702 303 672 678 468 143 522 171845 471812 504 923 502 764
Economic Development 21153 186 702 303672 678 468 143522 171845 471812 504 923 502 764
General Economic & Commercial Affairs
other than General Labour Affairs 14 370 13516 18 280 69 495 37142 29139 74 552 77943 83759
Economic Development 14 370 13516 18 280 69 495 37142 29139 74 552 77943 83759
Regional Development 396 967 437791 1119681 | 2020007 1855981 1819144 | 2022639 1063648 1021166
Economic Development 74 067 177791 1046758 | 1831730 1647489 1610652 | 1736912 825135 655 760
Provincial Treasury 322900 260 000 72923 188 277 208 492 208 492 285727 238513 365 406
Tourism Affairs & Services 73 880 93 282 90 985 107 248 105 456 105 456 115252 115975 123092
Arts, Culture & Tourism 73 880 93 282 90 985 107 248 105 456 105 456 115252 115975 123 092
GRAND TOTAL FOR ALL FUNCTIONS 33307079 36881397 44482953 | 51100926 53200522 55138096 | 60462953 66 244990 71681718
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Table 1.F  Donor funding and agency receipt

Name of Donor Organisation Outcome Main Adjusted  Estimated Medi .
edium-term Estimates
Audited Audited Audited budget budget Actual
R000 2005/06 2006/07 2007/08 2008/09 2009/10 2010111 2011/12
Donor funding 63613 174 217 202 244 159 957 170 335 248 258 93 445 25535 15518
Provincial Legislature 1141 157 198 - 1003 1003 - - -
European Union Support | 1141 157 198 - 1003 1003 - - -]
Agriculture and Environmental Affairs 28 9085 2072 9733 11181 11181 17016 15195 15218
Flemish Government 28 8388 1845 8280 8280 8280 12000 12000 12000
Dutch Funding (NUFFIC) - 697 20 711 711 711 - - -
World Health Organisation - - - - - - 3516 3195 3218
Danida - - 207 742 2190 2190 1500 - -
Economic Development - 109 738 - 49162 - 64 223 47 805 10 040 -
European Unionn - LED in KZN Programme | - 109738 - 49 162 - 64 223 47 805 10040 - |
Education 1934 19435 52 537 20 440 20 440 20 440 12 144 - -
Royal Netherlands embassy | 1934 19435 52537 20440 20440 20440 12144 - - |
Health 58 641 32427 140 895 77522 134 611 134611 16 080 - -
Global fund for HIV/AIDS Patients 45055 17094 108 503 57 362 107 679 107 679 - - -
Bristol-Myers Squibb (Ladysmith) 3691 307 - - - - - - -
European Union : PHC 9000 12816 21500 20 160 20 160 20 160 10080 - -
Belgium Funding (Communcable Diseases) 500 - 800 - - - - - -
HWSeta Learnership - St Aiden's 226 693 329 - 115 115 - - -
HWSeta Learnership - Mseleni and Mosvold 121 203 - - 225 225 - - -
Johnson and Johnson (IALCH) 5 - - - - - - - -
Grey's Canadian Trials - - - - 392 392 - - -
Bhayla - Neurosurgery (IALCH) - - 20 - - - - - -
Bhayla - Orthopaedic (IALCH) - - 60 - - - - - -
Orthomedics (IALCH) 2 1 - - - - - - -
Sabinet ONLINE (IALCH) 2 - - - - - - - -
Mbonambi Municipality 10 - - - - - - - -
Synthes(PTY)LTD 20 - - - - - - - -
HWSeta Learnership - Pharmacy - 201 - - - - - - -
Pfizer Laboratories (IALCH) - 9 - - - - - - -
TB Global Fund - 778 3983 - - - - - -
Canadian HIV Trials Network - 301 547 - - - - - -
Rashid Suliman & Associates - 6 3 - - - - - -
Braun IALCH - 8 - - - - - - -
Braun Ngwelezana - 1 - - - - - - -
Atlantic Philanthropies - - - - 6000 6000 6000 - -
Housing 780 851 - 3100 3100 3100 400 300 300
Flemish Government - Housing Project | 780 851 - 3100 3100 3100 400 300 300 |
Local Government and Traditional Affairs 1089 2584 6542 - - 13700 - - -
Development Bank of SA 1089 2134 6542 - - 13700 - - -
Flemish Government - 300 - - - - - - -
Norwegian Government - 150 - - - - - - -
Agency receipt 511 905 527 369 598 231 610173 610173 649 617 31908 7420 7420
Office of the Premier - - 22147 - - 50 465 24908 - -
Department of Labour - Literacy Programme - - 22 147 - - 50 465 24 908 - -
Agriculture and Environmental Affairs 21118 1400 - - - - - - -
Cold Spell Disaster 21118 - - - - - - - -
Other - 1400 - - - - - - -
Local Government & Traditional Affairs - 1742 - - - - - - -
LGWSETA | - 1742 - - - - - - -]
Transport 490 787 524 221 576 084 610173 610173 599 152 7000 7420 7420
Bus Subsidies 482 000 515000 570255 600 000 600 000 589 464 - - -
Overload Control 8787 9227 5829 10173 10173 9688 7000 7420 7420
Total 575518 701 646 800 475 770 130 780 508 897 875 125 353 32955 22938
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Table 1.G(i): Details of transfers to Municipalities: 2009/10

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total
R000 11 1.2 31 4.1 6.1 741 7.2 73 8.1 8.2 8.3 8.4 1.1 11.2 11.3 14 115 116 117 11.8 19 1110 1111 1112 1143 | 124 12.2 141 15.1 15.2 16.1
eThekwini 149 - - - 150 000 | 43045 1178 894 | 240000 11000 50 000 - 50 000 - - - - - - 1875 - 5000 - 170 315 - - 999 724 455
Ugu Municipalities 153 - 5958 263 45 - - 640 - 1200 30000 - 388 - - 250 500 - 350 - - - 4799 | 9306 - 2199 56 051
Vulamehlo - - - - - - - - 160 - 750 - - - - - - - - - 910
Umdoni - - - - - 1953 76 - - - 1632 - - - 3661
Umzumbe - - - - - - - - - - 160 - 250 - - - - - - - - - - - - - - - - - - 410
uMuziwabantu - - - - - 826 33 - - - 160 - 100 - - - - - - - - - - - - - - 414 - - - 1533
Ezinqolweni - - - - - - - 160 - 100 - - - - - - - - - - 260
Hibiscus Coast 153 - - - - 3179 154 - - - - - - - - - - - - - 350 - - - - - 2753 - - - 6589
Ugu District Municipality - - - - - - - 45 - - - - - 30000 - 388 - - 250 500 - - - - - - - - 9306 - 2199 42688
uMgungundlovu Municipalities 197 - - - - 11203 303 104 5000 6000 480 - - 30000 - 500 500 500 250 - - 700 - - - 6000 - 25014 - - 2834 89 585
uMshwathi - - - - - 422 - - - - 160 - - - - - - - - - - - - - - - - 100 - - - 682
uMngeni 7% - - - - 1210 86 - - - - - - - - - - - - - - - - - - - - 1558 - - - 2930
Mpofana 45 - - - - 880 - - - - - - - - - - - - - - - - - - - - - 1656 - - - 2581
Impendle - - - - - - - - - - 160 - - - - - - - - - - - - - - - - - - - - 160
Msunduzi 76 - - - - 8691 141 - 5000 6000 - - - - - - - - - - 350 - - - 6000 - 21636 - - - 47 894
Mkhambathini - - - - - - - - - - 160 - - - - - - - - - - 350 - - - - - 8 - - - 518
Richmond - - - - - - 76 - - - - - - - - - - - - - - - 56 - 132
uMgungundlovu District Municipality - - - - - - - 104 - - - - - 30000 - 500 500 500 250 - - - - - - - - - - - 2834 34688
uThukela Municipalities 268 - - - - 8199 144 19 - - - - 1250 - 500 500 500 250 - - 350 1875 - - - - 12006 - - 3399 29 260
Emnambithi/Ladysmith 7% - - - - 4913 86 - - - - - - - - - - - - 350 - - - - - 4422 - - - 9847
Indaka - - - - - - - - - - - - 750 - - - - - - - - - - - - - - - - - - 750
Umtshezi 116 - - - - 2033 58 - - - - - - - - - - - - - - - - - - - - 6686 - - - 8893
Okhahlamba 76 - - - - 1253 - - - - - - 500 - - - - - - - - - - - - - - 898 - - - 27271
Imbabazane - - - - - - - - - - - - - - - - - - - - - - - - - - -
uThukela District Municipality - - - - - - - 19 - - - - - - - 500 500 500 250 - - - 1875 - - - - - - - 3399 7043
uMzinyathi Municipalities 183 - - - - 3478 144 68 - - 160 - - - - 388 - - 250 500 2300 - 3750 - - - - 2960 - - 999 15150
Endumeni moo- - - - 1979 86 - - - - - - - - - - - - - - - - - - - - 2747 - - - 4889
Nquthu - - - - - - - 160 - - - - 160
Msinga - - - - - - - - -
Umvoti 76 - - - - 1499 58 - - - - - - - - - - - - - - - - 213 - 1846
uMzinyathi District Municipality - - - - - - - 68 - - - - - - - 388 - - 250 500 2300 - 3750 - - - - - - - 999 8255
Amajuba Municipalities 76 - - 3000 - 1740 147 63 - - 160 - 1600 5963 - 500 250 250 250 - - 350 - - - - - 2414 750 - 4010 21523
Newcastle 7% - - 3000 - 1136 97 - - - - - 500 - - - - - - 350 - - - - - 2153 - - - 7312
eMadlangeni - - - - - - 25 - - - - - 550 - - - - - - 261 - - - 836
Dannhauser - - - - - 604 25 - - - 160 - 550 - - - - - - - - - - - - - - - - - - 1339
Amajuba District Municipality - - - - - - - 63 - - - - - 5963 - 500 250 250 250 - - - - - - - - - 750 - 4010 12036
Zululand Municipalities 76 4823 - - - 1012 150 30 - 3000 480 - 2550 - - 387 - - 250 500 2000 - - - - - - 9157 750 - 852 26 017
eDumbe - - - - - 430 - - - - 160 - 100 - - - - - - - - - - - - - - 58 - - - 748
uPhongolo - - - - - - 35 - - - 160 - 500 - - - - - - - - - - - - - - 445 - - - 1140
Abaqulusi 76 - - - - 582 51 - - - - - 500 - - - - - - - - - - - - - - 1032 - - - 2241
Nongoma - - - - - - - - - - 160 - 700 - - - - - - - - - - - - - - 258 - - - 1118
Ulundi - - - - - - 64 - - 3000 - - 750 - - - - - - - - - - - - - - 7364 - - - 11178
Zululand District Municipality - 4823 - - - - - 30 - - - - - - - 387 - - 250 500 2000 - - - - - - - 750 - 852 9592
uMkhanyakude Municipalities - - - - - - - 99 - - 800 - 800 - - 387 - - 250 500 1800 350 - - - - - 82 - - 1904 6972
Umhlabuyalingana - - - - - - - - - - 160 - - - - - - 350 - - 510
Jozini - - - - - - - - - - 160 - 350 - - - - - - - - - - - - - - - - - - 510
The Big Five False Bay - - - - - - - - - - 160 - 450 - - - - - - - - - - - - - - 17 - - - 627
Hlabisa - - - - - - - - - - 160 - - - - - - - - - - - - - - - - - - - - 160
Mtubatuba - - - - - - - - - - 160 - - - - - - 65 - 225
uMkhanyakude District Municipality - - - - - - - 99 - - - 387 - - 250 500 1800 - 1904 4940
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Table 1.G(i): Details of transfers to Municipalities: 2009/10 (cont.)

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total

R000 11 1.2 31 41 6.1 71 72 73 8.1 8.2 8.3 84 114 11.2 13 M4 15 116 117 118 119 1110 1111 1142 1143 | 124 122 141 15.1 15.2 16.1

uThungulu Municipalities 153 - - - - 7 466 300 91 5000 480 - 400 34000 250 - - 250 500 350 - - - - - 3995 | 5000 852 59 087
Mbonambi - - - - - 160 - - - - - - - - - 160
uMhlathuze 7 4392 222 5000 - 350 3695 13736
Ntambanana - - - - 160 - - 160
Umlalazi 76 2181 78 - - 114 2449
Mthonjaneni - 893 - - 400 136 1429
Nkandla - - 160 - - - - - 50 - - 210
uThungulu District Municipality - - - 91 - - 34000 250 - - 250 500 - - - 5000 852 40943

llembe Municipalities 76 5139 139 35 480 900 - 500 250 250 250 500 2500 350 10 383 500 852 23104
Mandeni - 1014 26 - 160 400 - - - - - - - 423 - - 2023
KwaDukuza 76 4125 113 - - 9960 14274
Ndwedwe - - - 160 - - - 160
Maphumulo - 160 400 - - - - - - 350 - - 910
llembe District Municipality - 35 - 100 500 250 250 250 500 2500 - - 500 852 5737

Sisonke Municipalities 100 9 320 300 500 500 500 250 500 1500 1943 - 2957 9379
Ingwe - - 160 - - - - - - - 50 - 210
Kwa Sani 160 175 335
Matatiele - - - -
Greater Kokstad 4l - 1528 1599
Ubuhlebezwe 29 300 78 407
Umzimkulu - - - - - - - - 112 - 112
Sisonke District Municipality - - 9 500 500 500 250 500 1500 - - - - - 2957 6716

Unallocated/unclassified 60 - 1750 - - - - - - - - - - - 6000 - 550 - 500 7101 - 15961

Total 1361 4823 |1750| 3000| 150000 | 87240 2868 1457 |250000 20000 4000 50000 | 9000 149963 4300 2000 2000 2500 3500 10100 2800 7500 6000 | 11000 550 | 243068 | 16806 7101 | 21857 | 1076544

Key Grant Name Key Grant Name

1.1 Museum Services 115 Spatial Development

1.2 Airport Subsidy 116 Development Administration

3.1 Cleanest Town Competition 1.7 Municipal Development Information Services

4.1 Joint Project Funding 11.8 Centre Management Support

6.1 2010 Soccer Stadium 11.9 Local Economic Development Catalyst

741 Health - Municipal Clinics 11.10 Synergistic Partnerships

72 Environmental Health 1.1 Small Town Regeneration

7.3 Motor Vehicle Licence Fees 1112 Public Participation

8.1 Hostel Redevelopment & Upgrading 11.13 Disaster Management

8.2 Municipal Rates and Taxes 121 Municipal Transport Planning and Infrastructure

8.3 Capacity Building - Flanders Programme 122 Maintenance - Main Roads

8.4 Maintenance of R293 Hostels 14.1 Property Rates

111 Provincial Management Assistance Programme 15.1 Library Building Projects

11.2 Infrastructure provision for soccer stadia 15.2 Recapitalisation of Community Libraries

113 Municipal Governance 16.1 Infrastructure

114 Strategic Support
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Table 1.G(ii): Details of transfers to Municipalities: 2010/11

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total
R000 11 12 [ 34 41 6.1 71 72 73 8.1 8.2 8.3 84 111 112 13 14 M5 M6 117 118 19 110 1111 1112 1143 | 121 122 1441 15.1 152 | 161
eThekwini 158 - - - 45599 1260 948250000 14000 10000 - - - - - - - - - - 2375 - 5000 - 189 984 500 - 519824
Ugu Municipalities 161 - - - - - 281 48 - - 678 - a7 - - 300 600 2300 400 - - - 5087 | 8800 - - 19072
Vulamehlo - - - - - - - - 170 - - - - - - - - - - - 170
Umdoni - - - - - - 81 - - - - 1730 - - - 1811
Umzumbe - - - - - - - - - - 170 - - - - - - - - - - - - - - - - - - - - 170
uMuziwabantu - - - - - - 3% - - - 169 - - - - - - - - - - - - - - - - 439 - - - 643
Ezingolweni - - - - - - - - - - 169 - - - - - - - - - - - - - - - - - - - - 169
Hibiscus Coast 161 - - - - - 165 - - - - - - - - - - - - - - 400 - - - - - 2918 - - - 3644
Ugu District Municipality - - - - - - - 48 - - - - - - - 417 - - 300 600 2300 - - - - - - 8800 - - 12 465
uMgungundlovu Municipalities 209 - - 10 000 - - 324 112 - 4000 509 - - - - 467 250 250 300 - - 800 - - - 6000 - 26 514 - - - 49735
uMshwathi - - - - - - - - - - 170 - - - - - - - 106 - - - 276
uMngeni 81 - - - - - 92 - - - - - - - - - - - - - - - - - - - - 1651 - - - 1824
Mpofana 47 - - - - - - - - - - - - - - - - - - - - - - - - - - 1756 - - - 1803
Impendle - - - - - - - - - - 170 - - - - - - - - - - 170
Msunduzi 81 - - - - - 151 - - 4000 - - - - - - - - - - 400 - - - 6000 - 22934 - - - 33 566
Mkhambathini - - - - 169 - - - - - - - - - - 400 - - 8 - - - 577
Richmond - 81 - - - - - - - - - - - - - 59 - - - 140
uMgungundlovu District Municipality - 10 000 - 112 - - - - - - - 467 250 250 300 - - - - - - - - - - - - 11379
uThukela Municipalities 283 - - - - - 154 20 - - - - - - - 467 250 250 300 - - 400 2375 - - - - 12727 - - - 17 226
Emnambithi/Ladysmith 81 - - - - - 92 - - - - - - - - - - - - - - 400 - - 4687 - - - 5260
Indaka - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Umtshezi 121 - - - - - 62 - - - - - - - - - - - - - - - - - - - - 7088 - - - 7211
Okhahlamba 81 - - - - - - - - - - - - - - - - - - - - - - - - - - 952 - - - 1033
Imbabazane - - - - - - - - - - - - - - - - - - - - - - - - - - - -
uThukela District Municipality - - - - - - - 20 - - - - - - - 467 250 250 300 - - - 2375 - - - - - - - - 3662
Umzinyathi Municipalities 163 - - - - - 154 72 - - 170 - - - - 417 - - 300 600 - - 4750 - - - - 3138 - - - 9764
Endumeni 82 - - - - - 92 - - - - - - - - 2912 - - - 3086
Nquthu - - - - - - - - - - 170 - - - - 170
Msinga - - - - - - - - - - - - -
Umvoti 81 - - - - - 62 - - - - - - - - - - - - - - - - 226 - - - 369
Umzinyathi District Municipality - - - - - - - 72 - - - - - - - 417 - - 300 600 - - 4750 - - - - - - - - 6139
Amajuba Municipalities 81 - - - - - 158 66 - - 170 - - - - 467 - - 300 - - 400 - - - - - 2559 500 - - 4701
Newcastle 81 - - - - - 104 - - - - - - - - - - - - - - 400 - - - - - 2282 - - - 2867
eMadlangeni - - - - - - 217 - - - - - - - - - - - - - - - - - - - - 217 - - - 304
Dannhauser - - - - - - 27 - - - 170 - - - - - - - - - - - - - - - - - - - - 197
Amajuba District Municipality - - - - - - - 66 - - - - - - - 467 - - 300 - - - - - - - - - 500 - - 1333
Zululand Municipalities 81 - - - - - 160 31 - 2000 509 - - - - a7 - - 300 600 1400 - - - - - - 9706 500 - - 15704
eDumbe - - - - - - - - - - 170 - - - - - - - - - - - - - - - - 62 - - - 232
uPhongolo - - - - - - 37 - - - 170 - - - - - - - - - - - - - - - - 473 - - - 680
Abagqulusi 81 - - - - - 55 - - - - - - - - - - - - - - - - - - - - 1092 - - - 1228
Nongoma - - - - - - - - - - 169 - - - - - - - - - - - - - - - - 273 - - - 442
Ulundi - - - - - - 68 - - 2000 - - - - - - - - - - - - - - - - 7806 - - - 9874
Zululand District Municipality - - - - - - - 31 - - - - - - - 4“7 - - 300 600 1400 - - - - - - - 500 - - 3248
uMkhanyakude Municipalities - - - - - - - 105 - - 847 - - - - 4“6 - - 300 600 1800 400 - - - - - 87 - - - 4555
Umhlabuyalingana - - - - - - - - - - 170 - - - - - - - - - - 400 - - - - - - - - - 570
Jozini - - - - - - - - - - 170 - - - - - - - - - - - - - - - - - - - - 170
The Big Five False Bay - - - - - - - - - - 169 - - - - - - - - - - - - - - - - 18 - - - 187
Hiabisa - - - - - - - - - - 169 - - - - - - - - - - - - - - - - - - - - 169
Mtubatuba - - - - - - - - - - 169 - - - - - - - - - - - - - - - - 69 - - - 238
uMkhanyakude District Municipality - - - - - - - 105 - - - - - - - 416 - - 300 600 1800 - - - - - - - - - - 3221
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Table 1.G(ii): Details of transfers to Municipalities: 2010/11 (cont.)

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total

R000 11 12 | 34 41 6.1 74 72 13 8.1 82 83 84 | 114 112 113 114 115 116 117 118 119 1140 1141 1142 1143 | 124 122 | 144 151 152 | 164

uThungulu Municipalities 163 - - - - 321 9 - - 509 - - - 6 - 300 600 1000 400 - - - - - 4235] 1000 - 9040
Mbonambi - - 170 - - - - - 170
uMhlathuze 82 238 - 400 3917 4637
Ntambanana - - 170 - 170
Umlalazi 81 83 121 285
Mthonjaneni - 144 144
Nkandla - 169 - - - - 53 - 222
uThungulu District Municipality - - 9% - 416 300 600 1000 - - 1000 3412

llembe Municipalities 81 149 37 509 467 300 600 1500 400 11007 | 5400 20 450
Mandeni - 28 170 - 449 - 647
KwaDukuza 81 121 - 10 558 10760
Ndwedwe 170 - - 170
Maphumulo - 169 - - - - 400 - 569
llembe District Municipality - 37 - 467 - - 300 600 1500 - 5400 8304

Sisonke Municipalities 107 9 339 466 250 250 300 600 3000 2059 - 7380
Ingwe 170 - 53 223
Kwa Sani 169 185 354
Matatiele - - -
Greater Kokstad 76 1619 1695
Ubuhlebezwe 31 83 114
Umzimkulu - - - - - - - 119 119
Sisonke District Municipality - - 9 - - - 466 250 250 300 600 3000 - - - - - 4875

Unallocated/unclassified 63 1750 - - - - 30000 - | 9000 - - - - - - 6000 - 600 1056 35504 | 22950 106 923

Total 1443 1750 [ 10 000 45599 3068 1544280000 20000 4240 10000 9000 4417 750 750 3000 4200 11000 3200 9500 6000 11000 600 ] 267103 | 17756 35504 | 22950 784 374

Key Grant Name Key Grant Name

1.1 Museum Services 115 Spatial Development

1.2 Airport Subsidy 116 Development Administration

3.1 Cleanest Town Competition 1.7 Municipal Development Information Services

4.1 Joint Project Funding 11.8 Centre Management Support

6.1 2010 Soccer Stadium 11.9 Local Economic Development Catalyst

741 Health - Municipal Clinics 11.10 Synergistic Partnerships

72 Environmental Health 1.1 Small Town Regeneration

7.3 Motor Vehicle Licence Fees 1112 Public Participation

8.1 Hostel Redevelopment & Upgrading 11.13 Disaster Management

8.2 Municipal Rates and Taxes 121 Municipal Transport Planning and Infrastructure

8.3 Capacity Building - Flanders Programme 122 Maintenance - Main Roads

8.4 Maintenance of R293 Hostels 14.1 Property Rates

111 Provincial Management Assistance Programme 15.1 Library Building Projects

11.2 Infrastructure provision for soccer stadia 15.2 Recapitalisation of Community Libraries

113 Municipal Governance 16.1 Infrastructure

114 Strategic Support
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Table 1.G(jii): Details of transfers to Municipalities: 2011/12

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total
R000 11 12 [ 34 41 6.1 71 72 73 8.1 8.2 8.3 84 111 112 113 114 M5 M6 117 118 19 110 1111 1112 1143 | 121 122 1441 15.1 152 | 161
eThekwini 167 - - - 48335 1335 1005250000 14000 10000 - - - - - - - 700 - 500 1750 - - 5000 - 201383 | 6500 - 540 675
Ugu Municipalities m - - - - - 298 51 - - 728 - 500 - - 250 700 1500 500 - - - - - 5392| 5000 - - 15090
Vulamehlo - - - - - - - - 189 - - - - - - - - - - - 189
Umdoni - - - - - - 86 - - - - 1834 - - - 1920
Umzumbe - - - - - - - - - - 180 - - - - - - - - - - - - - - - - - - - - 180
uMuziwabantu - - - - - - 37 - - - 180 - - - - - - - - - - - - - - - - 465 - - - 682
Ezingolweni - - - - - - - - - - 179 - - - - - - - - - - - - - - - - - - - - 179
Hibiscus Coast 171 - - - - - 175 - - - - - - - - - - - - - 1500 500 - - - - - 3093 - - - 5439
Ugu District Municipality - - - - - - - 51 - - - - - - - 500 - - 250 700 - - - - - - - - 5000 - - 6501
uMgungundlovu Municipalities 222 - - 10 000 - - 344 118 - 4000 540 - - - - 610 - - 250 700 - 500 - - - 6000 - 28105 - - - 51389
uMshwathi - - - - - - - - - - 180 - - - - - - 112 - - - 292
uMngeni 86 - - - - - 98 - - - - - - - - - - - - - - - - - - - - 1750 - - - 1934
Mpofana 50 - - - - - - - - - - - - - - - - - - - - - - - - - - 1861 - - - 1911
Impendle - - - - - - - - - - 180 - - - - - - 180
Msunduzi 86 - - - - - 160 - - 4000 6000 - 24310 - - - 34 556
Mkhambathini - - - - 180 - - 9 - - - 189
Richmond - 86 - - - - - - - - - - - - - - - 63 - - - 149
uMgungundlovu District Municipality - 10 000 - 118 - - - - - - - 610 - - 250 700 - 500 - - - - - - - - - 12178
uThukela Municipalities 300 - - - - - 164 22 - - - - - - - 610 - - 250 700 - 500 1750 - - - - 13 490 - - - 17786
Emnambithi/Ladysmith 86 - - - - - 9 - - - - - - - - - - - - - - 500 - 4968 - - - 5652
Indaka - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Umtshezi 128 - - - - - 66 - - - - - - - - - - - - - - - - - - - - 7513 - - - 7707
Okhahlamba 86 - - - - - - - - - - - - - - - - - - - - - - - - - - 1009 - - - 1095
Imbabazane - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
uThukela District Municipality - - - - - - - 22 - - - - - - - 610 - - 250 700 - - 1750 - - - - - - - - 3332
uMzinyathi Municipalities 173 - - - - - 164 76 - - 180 - - - - 500 - - 250 700 - - 3500 - - - - 3327 - - - 8870
Endumeni 87 - - - - - 98 - - - - - - - - - - - - - - - 3087 - - - 3272
Nauthu - - - - - - - - - - 180 - - - - 180
Msinga - - - - - - - - - - - - - - - -
Umvoti 86 - - - - - 66 - - - - - - - - - - - - - - - - 240 - - - 392
uMzinyathi District Municipality - - - - - - - 76 - - - - - - - 500 - - 250 700 - - 3500 - - - - 5026
Amajuba Municipalities 86 - - - - - 168 70 - - 180 - - - - 610 - - 250 700 - - - - - - - 2713 - - - 4777
Newcastle 86 - - - - - 110 - - - - - - - - - - - - - - - - - - - - 2419 - - - 2615
eMadlangeni - - - - - - 29 - - - - - - - - - - - - - - - - - - - - 294 - - - 323
Dannhauser - - - - - - 29 - - - 180 - - - - - - - - - - - - - - - - - - - - 209
Amajuba District Municipality - - - - - - - 70 - - - - - - - 610 - - 250 700 - - - - - - - - - - - 1630
Zululand Municipalities 86 - - - - - 169 33 - 2000 540 - - - - 500 - - 250 700 2500 - - - - - - 10289 | 6000 - - 23 067
eDumbe - - - - - - - - - - 180 - - - - - - - - - - - - - - - - 66 - - - 246
uPhongolo - - - - - - 39 - - - 180 - - - - - - - - - - - - - - - - 501 - - - 720
Abagqulusi 86 - - - - - 58 - - - - - - - - - - - - - - - - - - - - 1158 - - - 1302
Nongoma - - - - - - - - - - 180 - - - - - - - - - 500 - - - - - - 289 - - - 969
Ulundi - - - - - - 7 - - 2000 - - - - - - - - - - - - - - - - 8275 - - - 10347
Zululand District Municipality - - - - - - - 33 - - - - - - - 500 - - 250 700 2000 - - - - - - - 6000 - - 9483
uMkhanyakude Municipalities - - - - - - - "1 - - 898 - - - - 500 - - 250 700 500 - - - - - - 92 - - - 3051
Umhlabuyalingana - - - - - - - - - - 180 - - - - - - - - - 500 - - - - - - - - - - 680
Jozini - - - - - - - - - - 180 - - - - - - - - - - - - - - - - - - - - 180
The Big Five False Bay - - - - - - - - - - 180 - - - - - - - - - - - - - - - - 19 - - - 199
Hiabisa - - - - - - - - - - 180 - - - - - - - - - - - - - - - - - - - - 180
Mtubatuba - - - - - - - - - - 178 - - - - - - - - - - - - - - - - 73 - - - 251
uMkhanyakude District Municipality - - - - - - - 111 - - - - - - - 500 - - 250 700 - - - - - - - - - - - 1561
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Table 1.G(iii): Details of transfers to Municipalities: 2011/12 (cont.)

Municipality Vote 1 Vote 3| Vote4 | Vote 6 Vote 7 Vote 8 Vote 11 Vote 12 Vote 14 Vote 15 Vote 16 Total

R000 11 1.2 31 41 6.1 71 72 73 8.1 8.2 83 84 1.1 11.2 13 14 15 116 117 118 19 1110 1111 1142 1143 | 121 122 141 151 15.2 16.1

uThungulu Municipalities 173 339 102 540 610 250 700 3000 4489 10 203
Mbonambi - - - 180 - - - - - 180
uMhlathuze 87 251 - 4152 4490
Ntambanana - - 180 - 180
Umlalazi 86 88 - 128 302
Mthonjaneni - - - - 153 153
Nkandla - 180 - - - 2000 56 2236
uThungulu District Municipality - - 102 - 610 25 700 1000 @ - - 2662

llembe Municipalities 86 158 39 540 610 250 700 3000 500 11668 17 551
Mandeni - 30 - 180 - - - - - 476 686
KwaDukuza 86 128 - 11192 11406
Ndwedwe - - 180 - - 180
Maphumulo - 180 - - - 2000 - 2180
llembe District Municipality - 39 - 610 250 700 1000 500 - 3099

Sisonke Municipalities 14 10 359 610 250 700 - - 2182 4225
Ingwe - - 180 - - - 56 236
Kwa Sani 179 196 375
Matatiele - - - -
Greater Kokstad 81 1716 1797
Ubuhlebezwe 33 88 121
Umzimkulu - - - - - 126 126
Sisonke District Municipality - - 10 - - - 610 250 700 - - - - - - - 1570

Unallocated/unclassified 66 1750 - - 30 000 15000 10 000 - - 12000 12000 - 650 - 1273 37801 | 24327 144 867

Total 1530 1750 | 10 000 48335 3253 1637 ]280000 20000 4505 10000 | 15000 10000 5660 2500 7700 10500 2500 7000 12000 12000 | 11000 650 | 283130 | 18773 37801 | 24 327 841 551

Key Grant Name Key Grant Name

11 Museum Services 115 Spatial Development

1.2 Airport Subsidy 116 Development Administration

3.1 Cleanest Town Competition 1.7 Municipal Development Information Services

4.1 Joint Project Funding 11.8 Centre Management Support

6.1 2010 Soccer Stadium 11.9 Local Economic Development Catalyst

741 Health - Municipal Clinics 11.10 Synergistic Partnerships

72 Environmental Health 1.1 Small Town Regeneration

7.3 Motor Vehicle Licence Fees 11.12 Public Participation

8.1 Hostel Redevelopment & Upgrading 11.13 Disaster Management

8.2 Municipal Rates and Taxes 121 Municipal Transport Planning and Infrastructure

8.3 Capacity Building - Flanders Programme 122 Maintenance - Main Roads

8.4 Maintenance of R293 Hostels 14.1 Property Rates

111 Provincial Management Assistance Programme 15.1 Library Building Projects

11.2 Infrastructure provision for soccer stadia 15.2 Recapitalisation of Community Libraries

113 Municipal Governance 16.1 Infrastructure

114 Strategic Support
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