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ACT
To provide for the equitable division of revenue anticipated to be raised nationally
among the national, provincial and local spheres of government for the 2005/06
financial year and the responsibilities of all three spheres pursuant to such division;
and to provide for matters connected therewith.

PREAMBLE

WHEREAS section 214(1) of the Constitution requires an Act of Parliament to provide
for—

(a) the equitable division of revenue raised nationally among the national,
provincial 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;

BE IT THEREFORE ENACTED by the Parliament of the Republic of South Africa,
as follows:—

ARRANGEMENT OF SECTIONS

Sections

CHAPTER 1

INTERPRETATION AND OBJECTS OF ACT

1. Interpretation
2. Objects of Act

CHAPTER 2

EQUITABLE SHARE ALLOCATIONS

3. Equitable division of revenue anticipated to be raised nationally among spheres
of government

4. Equitable division of provincial share among provinces
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5. Equitable division of local government share among municipalities
6. Shortfalls and excess revenue

CHAPTER 3

OTHER ALLOCATIONS TO PROVINCES AND MUNICIPALITIES

Part 1

General

7. Other allocations to provinces
8. Other allocations to municipalities
9. Allocations to public entities for provision of municipal service or function
10. Allocations by public entities to municipalities
11. Allocations not listed in Schedules

Part 2

Matters related to Schedule 4 allocations

12. General
13. Provincial Infrastructure allocation
14. Municipal Infrastructure allocation

Part 3

Matters related to Schedules 5 and 6 allocations

15. Social Assistance Transfers and Social Assistance Administration conditional
allocations

16. Municipal capacity building allocations
17. Integrated Housing and Human Settlement Development allocation

Part 4

Specific matters related to Schedule 7 allocations

18. Water Services Operating and Transfer Subsidy allocation

CHAPTER 4

DUTIES OF ACCOUNTING OFFICERS AND TREASURIES

19. Duties of transferring national officer in respect of Schedule 4 allocation
20. Duties of transferring national officer in respect of Schedule 5, 6 and 7

allocation
21. Duties of receiving officer in respect of Schedule 4 allocation
22. Duties of receiving officer in respect of Schedule 5, 6 and 7 allocation
23. Duties of transferring provincial officer
24. Category C municipal budgets and allocations in terms of this Act
25. Duties of provincial accounting officers and treasuries
26. Duties relating to co-operative governance in respect of concurrent functions
27. Annual financial statements and annual reports for 2005/06

CHAPTER 5

DUTIES OF NATIONAL TREASURY, POWERS OF AUDITOR-GENERAL
AND MATTERS RELATING TO INTERNAL AUDIT UNITS

28. Duties of National Treasury
29. Power of Auditor-General
30. Matters relating to internal audit units
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CHAPTER 6

GENERAL

31. Spending in terms of purpose and subject to conditions
32. Amendment of payment schedule
33. Withholding of allocation
34. Stopping of allocation
35. Re-allocation after stopping of allocation
36. Non-committed Schedule 5 or 6 allocation
37. Preparations for next budget year
38. Unauthorised and irregular expenditure
39. Financial misconduct
40. Transfers to low capacity municipalities
41. Transfers made in error
42. Liability for costs incurred in violation of principles of co-operative

governance and intergovernmental relations
43. Delegations and assignments
44. Exemptions
45. Regulations
46. Repeal of laws
47. Short title and commencement

CHAPTER 1

INTERPRETATION AND OBJECTS OF ACT

Interpretation

1. (1) In this Act, unless the context indicates otherwise, any word or expression to
which a meaning has been assigned in the Public Finance Management Act or the
Municipal Finance Management Act has the meaning assigned to it in the Act in
question and—

‘‘budget year’’ means the financial year commencing on 1 April 2005 and ending
on 31 March 2006;
‘‘category A, B or C municipality’’ has the meaning assigned to each category in
terms of the Municipal Structures Act, 1998 (Act No. 117 of 1998);
‘‘corporation for public deposits account’’ means a bank account of the
Provincial Revenue Fund held with the Corporation for Public Deposits,
established by the Corporation of Public Deposits Act, 1984 (Act No. 46 of 1984);
‘‘framework’’ means the conditions and other information in respect of an
allocation published by the National Treasury in terms of section 28;
‘‘Municipal Finance Management Act’’ means the Local Government: Munici-
pal Finance Management Act, 2003 (Act No. 56 of 2003);
‘‘municipal financial year’’ means the financial year of a municipality commenc-
ing on 1 July and ending on 30 June;
‘‘next financial year’’ means the financial year commencing on 1 April 2006 and
ending on 31 March 2007;
‘‘payment schedule’’ means a schedule, which sets out—
(a) the amount of each transfer of an equitable share or any other allocation in

terms of this Act to be transferred to a province or municipality for the
financial year;

(b) the date on which each transfer must be paid; and
(c) to whom, and to which bank account, each transfer must be paid;
‘‘prescribe’’ means prescribe by regulation in terms of section 45;
‘‘primary bank account’’—
(a) in relation to a province, means a bank account of the Provincial Revenue

Fund held with a commercial bank which the head of the department in the
provincial treasury has certified to the National Treasury, as the bank account
into which allocations, other than the equitable share allocation and Social
Assistance Transfers and Social Assistance Administration allocations, in
terms of this Act must be deposited; and
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(b) in relation to a municipality, means the bank account of the municipality as
determined in terms of section 8 of the Municipal Finance Management Act;

‘‘Public Finance Management Act’’ means the Public Finance Management Act,
1999 (Act No. 1 of 1999);
‘‘quarter’’ means—
(a) 1 April to 30 June;
(b) 1 July to 30 September;
(c) 1 October to 31 December; or
(d) 1 January to 31 March;
‘‘receiving officer’’—
(a) in relation to a Schedule 4 or 5 allocation transferred to a province, means the

accounting officer of the provincial department which receives that allocation
or a portion thereof for spending via an appropriation from its Provincial
Revenue Fund; or

(b) in relation to a Schedule 4 or 6 allocation transferred to a municipality, the
accounting officer of the municipality, except for that portion of the Municipal
Infrastructure allocation, committed before 30 September 2003 and spent by
the transferring national officer directly on behalf of the municipality;

‘‘transferring national officer’’ means the accounting officer of a national
department that transfers a Schedule 4, 5 or 6 allocation to a province or
municipality or makes a Schedule 7 allocation on behalf of a municipality; and
‘‘transferring provincial officer’’ means the accounting officer of a provincial
department that receives a Schedule 5 or 6 allocation for the purpose of transferring
it to a municipality in the relevant province.

(2) Any determination or instruction in terms of this Act must be in writing.
(3) Section 35 of the Public Finance Management Act, section 3 of the Financial and

Fiscal Commission Act, 1997 (Act No. 99 of 1997) and sections 9 and 10 of the
Municipal Systems Act do not apply in respect of any powers and functions assigned in
terms of this Act to a province or municipality.

Objects of Act

2. The objects of this Act are to—
(a) provide for the equitable division of revenue anticipated to be raised

nationally among the three spheres of government;
(b) promote co-operative governance and intergovernmental relations on budget-

ary matters;
(c) promote better co-ordination between policy, planning, budget preparation

and execution processes;
(d) promote predictability and certainty in respect of all allocations to provinces

and municipalities in order that such governments may plan their budgets over
a multi-year period;

(e) promote transparency and equity in the resource allocation process;
(f) promote accountability by ensuring that all allocations are reflected on the

budgets of receiving provinces and municipalities; and
(g) ensure that legal proceedings in respect of division of revenue disputes

between organs of state in the three spheres of government are avoided as far
as possible.

CHAPTER 2

EQUITABLE SHARE ALLOCATIONS

Equitable division of revenue anticipated to be raised nationally among spheres of
government

3. (1) Revenue anticipated to be raised nationally in respect of the budget year must
be divided among the national, provincial and local spheres of government for their
equitable share allocations as set out in Column A of Schedule 1.

(2) An envisaged division of revenue anticipated to be raised in respect of the next
financial year and the 2007/08 financial year, and which is subject to the provisions of
the annual Division of Revenue Act in respect of those financial years, is set out in
Column B of Schedule 1.
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