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BILL

To amend the Division of Revenue Act, 2011, so as to provide for the equitable
division of revenue raised nationally among the national, provincial and local
spheres of government for the 2011/12 financial year and the responsibilities of all
spheres of government pursuant to such division; and to provide for matters
connected therewith.

PREAMBLE

WHEREAS section 214(1) of the Constitution of the Republic of South Africa,
1996, requires an Act of Parliament to provide for—
(a) the equitable division of revenue raised nationally among the national,
provincia and local spheres of government;
(b) the determination of each province’s equitable share of the provincial share of
that revenue; and
(c) any other allocations to provinces, local government or municipalities from
the national government’s share of that revenue, and any conditions on which
those allocations may be made;

WHEREAS the Division of Revenue Act, 2011 (Act No. 6 of 2011), gives effect to
section 214(1) of the Constitution in respect of the 2011/12 financial year;

AND WHEREAS section 12(4) of the Money Bills Amendment Procedure and
Related Matters Act, 2009 (Act No. 9 of 2009), requires that the Minister of Finance
must table a Division of Revenue Amendment Bill with the revised fiscal framework
if the adjustments budget effects changes to the Division of Revenue Act for the rel-
evant year,

E IT THEREFORE ENACTED by the Parliament of the Republic of South Africa,
as follows—
Substitution of Schedulesto Act 6 of 2011

1. Schedules 1 to 9 of this Act are hereby substituted for Schedules 1 to 9 of the
Division of Revenue Act, 2011 (Act No. 6 of 2011), respectively. 5

Short title and commencement

2. ThisAct is called the Division of Revenue Amendment Act, 2011, and takes effect
on the date of publication thereof by the President in the Gazette.
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Management Act, 2003 (Act No. 56 of 2003), as the case may be; and

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

22 Clause 2 of the Bill provides for the short title and commencement of the Bill.
3. SUMMARY OF ADJUSTMENTS CONTAINED IN THE BILL

3.1 An  adjustments budget provides for unforeseeable and unavoidable expenditure;
appropriation of monies already announced during the tabling of the annual budget (but not
allocated at that stage): the shifting of funds between and within votes where a function is
transferred: the utilisation of savings: and the rollover of unspent funds from the preceding
financial year. If the adjustments budget effects changes to the division of revenue as
contained in the Division of Revenue Act for the relevant year, the Minister of Finance must
table a Division of Revenue Amendment Bill with the revised framework. There are
amendments to the 2011 Budget that affect the 2011 Division of Revenue Act, which will be
effected through the 2011 Division of Revenue Amendment Act, once enacted. The
amendmenis as they impact on provineces and municipalities are discussed in more detail
below.

Provineial alfocations

Funding for Flood Damage

3.2 Specific disaster related grants, introduced in the Division of Revenue Amendment Bill,
make provision for funds for the repair of infrastructure damaged by floods in 2010/11 and
these funds are distributed to provinces based on the assessment of flood damage by the
MNational Disaster Management Centre. The adjustments per province are shown in Appendix
1 to the Bill and the adjusted baselines per provinee are shown in Schedules 4 and 35 to the
Bill. The adjustments are as follows:

321 R149.6 million through the Agriculture Disaster Management Grant (a new
conditional grant);

322 RI180 million through the Housing Disaster Relief’ Grant (a new conditional
grant).

3.23  R240 million through the Transport Disaster Management Grant (a new
conditional grant);

324  The Education Infrastructure Grant is adjusted by RI180 million {existing
conditional grant); and

3.2.5  The Health Infrastructure Grant is adjusted by R2.6 million (existing conditional
arant).
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Local Government Financial Management Grant

Allocation criteria

¢ Funds allocated to municipalities fo assist in the implementation of financial management refomms,
attendance at accredited training and capacity building programmes on financial management

o Additiomal support to selected mumapaliies in the employment of an appropristely skilled,
experienced and suitably qualified chief financial officer

o Funds allocated to selected muniapalities to improve asset management through the employment of
technical interns on water and electricity amounting to R30million in 20011/12, R75 million in
2012/13 and R 100 mallion in 2013/14

s To address zpecial requests linked to financial reforms as pilot initatives for wider application to all
municipalities

s  Hender support to national and provinaal departments for administration of the programme, not
exceeding 2.5 per cent of annual allocations

Reason not incorporated in
equitable share

¢ To provide direct support to develop municipal financial management and technical capacity in water
and energy to lend assistance for the implementation of the MFMA and regulations

Past performance

200910 audited financial outcomes

¢ Allocated and transferred BR300 million to 283 municipalities of which R256 million (85.2 per cent)
waz spent by the end of 200910 municipal financial year

s Noadverse audit 1ssues were identified

200910 service delivery performance

¢ Workshops with municipal officials have been undertaken across the comntry on the implementation of
the regulations providing for mindimum competencies

¢  Faalitation of training providers acereditation with Local Government Sector Education and Traaning
Authority (LGSETA)

¢ CGenerally Recognised Accounting Practice (GRAP) and Mumicipal Budget formats and reporting
regulations training was provided fo municipal officials

s Ower 1200 gradnate finance intems have been appointed in mumcipalities with the objective of

increasing finance management capacity

Intermship workshops have been coneluded in a number of provinees

180 mumapalities have submitted ther Ammuoal Reports for 200809

Dirafting of recovery plans for municipalities under financial distress

Izsnes around spending of the grant are addressed at the quarterdy MFMA co-ordination meetings

which are held with relevant stakeholders in support of provincial and municipal efforts in

implementing the financial reforms

¢ Technical advizors lave been placed in two provincial treasunes (KwaZulu-Natal and Eastern Cape)
and other support was offered to municipalities in Limpopo and Eastern Cape provinees

s Total registrations for the MFMA DVD Interactive leamning programme ig at 7 443 officials

¢  Traming was provided to over 150 officals on the application and implementation of the MFMA
Asset Transfer Regulations

s 220 MFMA implementation plans submitted

s Effectiveness and efficiency of the BTOs in 283 municipalities assessed and feedback provided to 17
large municipalities, while consolidated data on the 266 municipalities provided to provincial
treasuries fo strengthen their oversight role and provide the relevant feedback to their delegated
municipalities

¢ Support and guidance through the MFMA mailbox provided to municipaliies on implementation and
interpretation of the reforms

¢ Training of municipal councillors on govemance and oversight undertaken upon request

Projected life

¢ The programme is designed to support and implement the MFMA and associated reforms, The grant
forms part of government’s broader capacity building initiative and focuzes on building in-house
municipal capacity

MTEF allocations

e 2011/12; R435 million, 2012/13; R479 million and 2013/14: B526 million

Payment schedule

»  The grant will be disbursed during July 2011 and January 2012

Responsibilities of the

transferring national
officer and receiving officer

Responsibilities of the national department

s Monitoring and management of the programme

s  Transfer funds to support administration of the grant and to municipalities to assist implementation of
the MFMA and its supporting regulations

¢ Undertake ongoing monitoring in all municipalities

Responsibilities of the municipalitics

+  Submit monthly reports as per the requirements contained in the Divigion of Revenue Act

s Transfer allocations to water boards and licenced energy providers, where technical interns are based, if
paid by water boards and'or Eskom

#  In the case where intems are based at the municipality during the training peniod, monthly reports must
be submitted on a monthly baziz by the municipality as per the requirements contained in the Divigion
of Revenue Act or as prescribed by National Treasury

Process for approval of
2012 MTEF allocations

¢ Ongoing review, revigsion and submizsion of implementation plans to address weaknesses in financial
and asset management
#  The programme is based on the MFMA implementation plans of municipalities
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APPENDIX 1

ALLOCATIONS.IN. KIND TO MUNICIPALITIES FOR DESIGNATED SPECIAL PROGRAMMES (SCHEDULE T)

Regional EFulk Infrastracture Grant
Colunm A Column Column C
201112 Roll-overs' Adjustments? 201112
. Mlaks sl oeation Al jismtid allocation
N e e e el BT L
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