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TO ALL: MUNICIPAL MANAGERS
CHIEF FINANCIAL OFFICERS

DIVISION OF REVENUE AMENDMENT BILL, 2023

1. Reference is made to the Medium-Term Budget Position Statement (MTBPS) and the
amended fiscal envelope tabled by the Minister of Finance on 1 November 2023. The
Minister stated that the 2023/2024 budget remains under constraint and to maintain
sustainability of basic services, government will follow the strategy of fiscal consolidation.
This strategy will include adjustments in allocations and expenditure based on policy
priorities, and as well as reprioritisation, reconfiguration and rationalisation.

2. The government remains dedicated to supporting the sustainability and financial stability of
our municipalities, therefore, the reprioritization of the allocations of resources is a critical
step. Moreover, Section 214(1) of the Constitution requires that an annual Division of
Revenue must be used as a tool for equitable division of the nationally raised revenue.

3. The Division of Revenue Amendment Bill, 2023 and its underlying allocations are the
culmination of extensive consultation processes between national, provincial and local
government. The Budget Council and Local Government Budget Forum deliberated on the
matters discussed in the explanatory memorandum. The approach to local government
allocations has been discussed with organised local government (South African Local
Government Association) at technical meetings, culminating in a meeting of the Local
Government Budget Forum.

4. Likewise, the Division of Revenue Amendment Bill, 2023, fulfils the requirement set out in
section 12(4) of the Money Bills and Related Matters Act, 2009 (Act 9 of 2009), that the
Minister of Finance tabled.

5. The following changes tabulated below in the Division of Revenue Amendment Bill, 2023
were noted and brought to your urgent attention for implementation.

5.1 Declared underspending in the local government equitable share

In January 2023, the National Energy Regulator of South Africa (NERSA) approved a
bulk electricity tariff increase of 18.7 per cent for the 2023/24 financial year. The
subsidy for free basic electricity in 2023/24 was calculated to include an additional 2
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per cent in anticipation of higher municipal tariff increases than those published in
January, due to the difference in the financial years of Eskom customers and
municipalities. A further R1.4 billion was left unallocated in the local government
equitable share to enable additional funding for municipalities should the final municipal
tariff increase that was expected to be published between March and June 2023,
exceed the 20.7 per cent increase provided for.

In June 2023, NERSA approved a municipal tariff increase of 15.1 per cent. The
unallocated amount of R1.4 billion in the local government equitable share is therefore
surrendered as declared under-expenditure. Annexure 1 : shows the changes for FS
Municipalities.

5.2 Fiscal consolidation reductions

There is a total downward adjustment of R3.4 billion to direct municipal conditional
grants. This is made up of reductions of R9 million from the infrastructure skills
development grant; R58 million from the programme and project preparation support
grant; R32 million from the expanded public works programme integrated grant for
municipalities; R1.2 billion from the municipal infrastructure grant, R306 million from
the informal settlements upgrading partnership grant for municipalities; R553 million
from the urban settlements development grant; R180 million from the integrated
national electrification programme grant for municipalities; R40 million from the
neighbourhood development partnership grant; R600 million from the public transport
network grant; R237 million from the regional bulk infrastructure grant; and R244
million from the water services infrastructure grant. Annexure 2 - 4: shows the changes
for FS Municipalities.

53 Funds for post disaster repair and recovery

An amount of R1.2 billion is added to the municipal disaster recovery grant to fund the
reconstruction and rehabilitation of municipal infrastructure damaged by the floods that
occurred between February and March 2023. Annexure 5 : shows the changes for FS
Municipalities.

54 Top-up of the municipal disaster response grant

Due to the floods that occurred between February and March 2023, the municipal
disaster response grant was depleted by June 2023. R372 million is added to this grant
to enable immediate response by municipalities in the event that a disaster occurs in
the remaining months of the 2023/24 financial year.

5.5 Conversion of municipal infrastructure grant allocations

R10 million from uThukela Local Municipality’s allocation is converted to an indirect
allocation for implementation of the Ekuvukeni Water Supply Project by the Department
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of Cooperative Governance on the municipality’s behalf. The project entails the
replacement of an asbestos rising main from the Oliphanskop water treatment works.
Similarly, R20 million from Emfuleni Local Municipality’s allocation is converted to an
indirect allocation to address the outfall of sewer in Evaton and Sebokeng.

56 Conversion of neighbourhood development partnership grant allocations

R88 million in the neighbourhood development partnership grant is converted from the
direct to the indirect component of the grant. This is to expedite project implementation
in municipalities that are experiencing administrative and financial challenges.

5.7 Reduction in the integrated national electrification (Eskom) grant

As part of the fiscal consolidation reductions, the integrated national electrification
(Eskom) grant is reduced by R250 million.

58 Reprioritisation from the integrated national electrification (Eskom) grant

An amount of R53 million is reprioritised from the integrated national electrification
(Eskom) grant to the vote of the national Department of Mineral Resources and Energy
to fund the rehabilitation of derelict and ownerless mines.

59 Shift of funds from the regional bulk infrastructure grant to the water services
infrastructure grant

R309 million has been shifted from the indirect component of the regional bulk
infrastructure grant to the indirect component of the water services infrastructure grant.
This is to enable the Department of Water and Sanitation to manage contractual
obligations, budget pressures, accruals and payables for projects in several
municipalities.

6. The Bill and its underlying allocations are the culmination of extensive consultation
processes between national, provincial and local government. The Budget Council and
Local Government Budget Forum deliberated on the matters discussed in the explanatory
memorandum. The approach to local government allocations has been discussed with
organised local government (South African Local Government Association) at technical
meetings, culminating in a meeting of the Local Government Budget Forum.

7. The Division of Revenue Amendment Bill, 2023 can be accessed from National Treasury’s
website at the following link:  https://www.treasury.gov.za/legislation/bills/2023/[B33-

20231%20(DoRA).pdf.
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8. You are kindly requested to familiarize yourself with the content of the Division of Revenue
Amendment Bill, 2023. Where the allocations are reduced, kindly ensure that the
municipal budget is adjusted accordingly once the Bill is promulgated.

Kind Regards,

Ms. MA Sesing
Head of Department
Free State Provincial Treasury
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SCHEDULE 3

Annerure

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

Column A .
B 2023124 2023/24
Number Municipality Main Adjustment Adjusted
Allocation Allocation
R'000 R'000 R'000

FREE STATE

A MAN  Mangaung 1 037 664 - 1037 664
B FSi6et  Letsemeng 84 906 - 84 906
B FS162  Kopanong 110 594 - 110 594
B FSl63  Mohokare 93733 - 93 733
C DCLl6  Xhariep District Municipality 50 851 - 50 851
Total: Xhariep Municipalities 340 084 - 340 084
B FS181 Masilonyana 158 510 - 158 510
B FSI82  Tokologo 75 080 - 75 080
B FSI183  Tswelopele 97 242 97 242
B FSI84 Mutjhabeng 685410 - 685 410
B FSI&5  Nala 153 857 - 153 857
C DCI®  Lejweleputswa District Municipality 149 132 - 149 132
Total: Lejweleputswa Municipalities 1319231 - 1319231
B FS191  Setsoto 251487 - 251 487
B FS192 Dihlabeng 230471 - 230471
B FS193  Nketoana 130 625 - 130 625
B FS194  Maluti-a-Phofung 801 631 - 801 631
B FS195  Phumelela 99 870 - 99 870
B F5196 Mantsopa 110 130 - 110 130
C DCI19  Thabo Moluwsanyana District Municipality 135615 - 135615
Total; Thabo Mofutsanyana Municipalities 1 759 829 - 1759 8§29
B FS201  Moghaka 279 982 279 982
B FS203  Ngwathe 26] 348 261 348
B FS204  Metsimaholo 276 178 - 276 178
B FS205  Matube 28 231 - 128 231
¢ DC20  Fezile Dabi District Municipality 173 824 - 173 824
Total: Fezile Dabi Municipalities 1119563 - I 119563
Total: Free State Municipalities 5576 371 - 5576 371
Unallocated 1 357517 (1 357 54%) -
Nationad Total ) 96 546 258 (1357 517) 95 188 74d
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ANNEXURE C

SPECIFIC PURPOSE ALLOCATIONS TO MUNICIPALITIES

(SCHEDULE 5, PART B AND SCHEDULE 7, PART B): CURRENT GRANTS

Anncfure 2

Infrastructure Skills Develspruent Grant Txpanded Pu‘b(ir Works I’l:u<gnu.ume lnu-grnm;lr Programme snd Pru_iccl Preparation Support ]
Crant for Municipalitles Grant
Naulional and Vunicipal Financisl Year Natienal and Municipal Finaneis! Year Natiunal and Municipal Financisl Year
02325 | T 202324 0024 [ 202324 2023424 221724
Categury Munici Atin diwsiment T Adjusted Muin Aedjustrrent Adfitsted AMurin Adjustment Adjusted
- Adtcotion [ Athention | Mlocarion | tttmrasionn Allovation Alacation
i It
FREE STATE ! ‘ !
A MAN  Manguung Kt Ry 1‘= Iy 1263 - I 263 1422 (7 13%) R
B . } i
i3 FSiol  etsemeng - ‘ - ? - DA - 950 - - E -
B ’S102 Kopanung - - - 108y - 1089 - -
13 15163 Mohokare - - - - - -
¢ DCI6  Xharicp District Mumcrahny = f_ - Y2l i - $2] -
| Tatal; Xharicp Munieipalitics = = | N 2960 - 2 Yot -
T
B FSI81  Masilonyuna - 1165 - 1163
B FSI¥2 Tokologo 950 - 950 -
B FS8183  Tswelopele 950 - 930 - -
B FS(84  Matihabeng * . 366] 205y 3456 - -
B FS185  Nuly - 1127 - L1127 - - -
[ DCIB  Lejwekputswa District Munivipality - - 1178 - 1178 - - -
Total: Lejweleputswa Municipalities - - - 9031 (205) 8826 - - -
B FSI91 Setsoto - - - 1750 - 1750 - - -
=] FSI92 0 Dihlabeng - - - 4305 240 4064 - - -
B FSINI Nketoara - - - 950 - 950 - - -
B FS194 Maluten-Phofing - - 5299 {2v0) 5003 - - -
B ESES Phumelels - - 1218 - 1218 - -
B FSI96 Mantsopa - - IRy - [ 18y
C DCIY  Thabe Motutsanvaa District Municipatin - 3583 {200y 3 x4 i)
Totaul: Fhabo Mufulsanyana i lifi - - I8 295 (737) 17 558 - -
: E = + i
B FS201  Moyhaka - Ploe? - 1263
B FS2u3  Nuwathe - 2154 - 2154
B FSZ04 - Mutsimaholo - 950 - 50 -
B FS203 Matube J 950 - 950 - - -
U DC2O Fezile Daby Dostrict Munivipality - 1 | w7 - 1097 - - ! -
Total: Fevile Dabi Municipalities — ! N o LEIC - 6444 - - -
. | e i i
Lotul: Frev Stat M 3300 | ) 1419 37 963 1942 37028 1427 (7 138) B
I i
1
j
A EKU  City of Fkurhuleni . - ‘ - 33519 (1873 31 6do 87 782 . #7782
A JHB  City of Johanneshury 6 000 (431) 5569 13978 {78 13197 55 000 (20 00y 35000
A TSH  Cily of I'shwane - - - 16502 (922) 15 580 62000 (15 000) 47 000
B G742 Emduleni - ‘ 1242 - 1242 - - ’ -
n (7422 Midvaal - . 3768 21 3557 - S
B GT423  Tesedi - % 1 Loy 1091 - -
( D42 Co ! P07y | - 1 079 - L
Lot - 7180 @) 5969 - - -]
1
B GT481  Mogake City ‘ - 6366 (356} 5010 . . B
B G14%d Moradong Cny | - } - 1134 . 1034 . .
B GTI85  Rand Wast City -] - 2689 (1511 2548 - - -
(od PCAY  West Rand Dastrivt Municirality - 1 - 1203 - 1203 - | - -
Total: West Rand Municipalities — |' - - 11302 1307y 10 795 - - -
i 1
[Total: Gauteng Munic i G @3y 5569 | 82481 (4294} 78187 | 204 782 i 135 000):; 169 782
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