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2020 BUDGET RE VIEW 

Government proposes no 
overall increase in taxes for 
2020/21 

Projected revenue shortfall of 
R63.3 billion stems from weak 
economic growth 

Growth in fraudulent VAT 
claims to be referred for audit 
or criminal investigation 
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tax (VAT) and corporate income tax, which make up more than 80 per cent 
of total tax revenue . 

In th is context, substantial tax increases are unlikely to be effective. South 
Africa already has a relatively high tax-to-GDP ratio compared with other 
countries at a similar level of development. New tax increases at this time 
could harm the economy's ability to recover. Consequently, government 
wil l not raise add it ional revenue from tax proposals for 2020/21. Addit ional 
revenue from indirect taxes will be offset by personal income tax re lief. 

The main tax proposals for 2020/21 are : 

• Providing personal incom e tax relief through an above-inflation 10 
increase in t he brackets and rebates . 

• Further limit ing corporate interest deductions to combat base erosion 
and profit shifting. 

• Restricting the ability of companies to fully offset assessed losses from 
previous years against taxable income. 

• Increasing the fuel levy by 25c/litre, consisting of a 16c/litre increase in 
the genera l fuel levy and a 9c/litre increase in the RAF levy, to adjust for 
inflation. 

• Increasing the annual contribution limit to tax-free savings accounts by 
R3 000 from 1 March 2020. 20 

• Increasing excise duties on alcoho l and tobacco by between 4.4 and 
7.5 per cent . 

I Revenue collection and outlook 

Compared with the 2019 Budget estimate, the projected revenue shortfall 
for 2019/20 is R63 .3 billion - significantly higher than the revised estimate 
of R52 .5 billion published in the 2019 Medium Term Budget Policy 
Statement. 

The main reason for reductions in projected revenue collection over the 
past two years has been weaker-than-expected economic growth . 
Personal income tax collection has been affected by sluggish employment 30 
and wage growth. Following the recession in the first half of 2018, the 
dividends tax has not yielded the expected results, and corporate income 
tax co llection cont inued to underperform. 

Growth in VAT collection has moderated following the one percentage 
point rate increase in 2018/19. Strong growth in VAT refunds also played a 
role in the lower year-to-date performance. Following the acceleration of 
VAT refund payments in the past year, SARS reports that the number of 
fraudulent claims has been increasing. VAT refunds for the last quarter of 
the fiscal year are expected to moderate as SARS refers more cases for 
audit or criminal investigation. Tax collections related to trade have slowed 40 
in the second half of 2019/20 in line with contracting imports, result ing in 
lower estimated revenue from customs duties and import VAT. 

Tax buoyancy - a ratio of tax revenue growth to economic growth - is a 
useful measure to determine whether revenue collections are performing 
as expected . For example, gross tax buoyancy was particularly low in 
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2016/17 and 2017/18, a period in which SARS was severely weakened . Tax 
increases in those years should have caused revenue to grow faster than 
nominal GDP, but buoyancy was at or below one. 

a e u 12et estimates an T bl 4 1 B d d revenue outcomes 
2018/19 

Rmillion Budget2 Outcome Deviation Budget2 

Taxes on income and profits 7Sl 846 738 741 -13 lOS 820 342 
Personal income tax 497 451 492 083 -5 368 552 877 

Corporate income tax 218 436 212 046 -6 390 229 608 

Divide nds tax 30 341 29 898 -443 31893 

Othe r taxes on income and 5 618 4 714 -904 5 964 

profits4 

Skills development levy 17 312 17 439 127 18 7S9 
Taxes on property 16 03S lS 2S2 -783 171S9 

Domestic taxes on goods and services 460 287 460 S4S 2S7 S04 649 

Value-added tax 325 917 324 766 -1151 360 471 

Specific excise duties 40 276 40 830 5S3 42 354 
Health promotion levy 2 396 3 19S 799 1986 
Ad valorem excise du ties 4 163 4192 29 4 4S4 

Fuel levy 75 374 7S 372 -1 82 9S8 

Other domestic taxes 12 161 12 190 28 12 426 

on goods and services5 

Taxes on international S6 722 SS 723 -999 61300 
trade and transactions 

Customs duties 55 638 54 968 -670 60029 

Health promotion levy on imports 78 53 -25 245 

Diamond export levy 87 78 -9 93 

Miscellaneous customs 918 624 -295 932 
and excise receipts 

Gross tax revenue 1302 201 1287 690 -14 Sll 1422 208 

Non-tax revenue6 31473 35 869 4 395 31537 
of which: 

Min eral and petroleum 8 340 8 612 272 8 766 
royalties 

Less: SACU 7 payments -48 289 -48 289 - -so 280 

Main budget revenue l 28S 386 127S 270 -10 116 1403 464 

Provinces, social security 169 831 170 154 323 180 347 
funds a nd selected 
public en t ities 

Consolidated budget revenue 14SS 217 l 44S 424 -9 793 1S83811 
1. A more disaggregated view is presented in Tobles 2 and 3 of the statistical annexure 
2. 2019 Budget Review estimates 
3. Percentage change between outcome in 2018/19 and revised estimate in 2019/20 
4. Includes interest on overdue income tax and interest withholding tax 

2019/20 

Revised Deviation 

778 280 -42 062 
527 584 -25 293 

216 718 -12 890 

29144 -2 748 

4 833 -1131 

18 S76 - 182 
16 038 -1121 

488 711 -lS 938 

344 202 -16 269 

46 765 4 411 

2 590 604 

4112 - 342 

79 277 -3 680 

11 764 - 661 

S7 330 -3 971 

S6 32S -3 704 

S4 -191 

90 -3 

860 -73 

13S8 93S -63 273 

36142 4 605 

11952 3186 

-so 280 -
1344 796 -S8 668 

172 192 -8 15S 

1S16988 -66 823 

5. Includes turnover tax for micro businesses, air departure tax, plastic bag levy, electricity levy, co, tax on motor 
vehicle emissions, incandescent light bulb levy, Universal Service Fund, tyre levy and International Oil Pollution 
Compensation Fund 

6. Includes mineral and petroleum royalties, mining leases, departmental revenue and sales of capital assets 
7. Southern African Customs Union. Amounts mode up of payments and other adjustments 
Source: Notional Treasury 

Analysis of the main components of tax revenue shows that although 
2019/20 personal income tax collections are not expected to meet the 
2019 Budget forecast, their decline is in line with moderating real wage 
growth in the economy. Similarly, domestic VAT collections and trade
related taxes are in line with expected outcomes for consumption and 
imports. Corporate income tax, which is particularly volatile, is expected to 
significantly underperform. 

Percentage 

change3 

S.4% 
7 .2% 

2.2% 

-2.5% 

2.5% 

6.S% 
S.2% 

6.1% 

6.0% 

14.5% 

-18.9% 

-1.9% 

S.2% 

-3.5% 

2.9% 

2.5% 

2.4% 

lS.9% 

37.8% 

S.S% 

0 .8% 

38.8% 

4.1% 

S.S% 

1.2% 

S.0% 
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T bl 4 2 B d t a e u 1e:e revenue 1 

2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 

Rmillion Outcome Revised Medium-term estimates 

Taxes on income and 664 S26 711 703 738 741 778 280 813 S88 863 888 921 37S 

profits2 

of which: 
Personal income tax 3 424 545 460 953 492 083 527 584 546 771 581146 621 602 

Corporate income tax 
4 204 432 217 412 212 046 216 718 230226 243 686 258 357 

Skills development levy lS 31S 16 012 17 439 18 S76 19 413 20 S8S 21970 

Taxes on property lS 661 16 S8S lS 2S2 16 038 17 SlO 18 9S6 2016S 

Domestic taxes on goods 402 464 422 248 460 S4S 488 711 S14 267 S43 916 S76 S2S 
and services 

of which: 

VAT 289167 297998 324 766 344 202 360555 381859 405 598 
Taxes on international 46102 49 939 SS 723 S7 330 60 640 64 849 69 622 
trade and transactions 

Gross tax revenue 1144 081 1216 464 1287 690 1358 935 1425 418 1512194 1609 657 

Non-tax revenue5 33 272 3S 849 3S 869 36142 3S 973 32 663 34 S86 

of which: 

Mineral and petroleum royalties 5 802 7617 8 612 11952 12 697 13439 14 248 

Less : SACU 6 payments -39 448 -SS 9Sl -48 289 -SO 280 -63 39S -60 S63 -63 366 

Main budget revenue 1137 904 1196 362 1275 270 1344 796 1397 996 1484 294 1580 877 
Provinces, social security 147 700 lSS OlS 170 1S4 172 192 185 910 198 545 210 442 
funds and selected public 

entities 

Consolidated budget revenue 1285 605 1351378 1445 424 1516 988 1583 905 1682 839 1 791319 -- -- --
As percentage of GDP 

Tax revenue 25.9% 25.9% 26.2% 26.3% 26.3% 26.3% 26.3% 

Main budget revenue 25.7% 25.5% 25.9% 26.1% 25.8% 25.8% 25.8% 

GDP (R billion) 4 419.4 4 698.7 4 921 .5 5157.3 5 428.2 5 759.0 6126.3 
Tax buoyancy 0.97 1.00 1.23 1.15 0.93 1.00 1.01 

1. A more disaggregated view 1s presented in Tables 2 and 3 of the stat1st1cal annexure 
2. Includes secondary tax on companies/dividends tax, interest withholding tax and interest on overdue income tax 
3. As announced in the 2018 Budget, medical tax credits were adjusted below inflation over the MTEF to fund additional 

expenditure for national health insurance. The additional amount for 2020/21 is R0.58 billion. This is the last year of 
that MTEF, and therefore such an amount is not included in the two outer-year estimates for personal income taxes 

4. Relative to the estimates published in Table D.4 of the 2019 MTBPS, the forecasts for corporate income tax 
assume a buoyancy of 0.9, 0.95 and 1 over the next three years 

5. In cludes mineral and petroleum royalties, mining leases, departmental revenue and sales of capital assets 
6. Southern African Customs Union. Amounts made up of payments and other adjustments 
Source: National Treasury and SARS 

SARS to renew its focus on 

illicit and criminal activity 

36 

Tax revenue is projected to grow by 4.9 per cent in 2020/21. Gross tax 
buoyancy is expected to decrease to 0.93, primarily due to lower personal 
income tax receipts following the anticipated reduction in the public
service wage bill. After contractions in four of the past seven quarters, 
economic growth and profitability are expected to remain weak, putting 
greater pressure on corporate income tax co llections. Revenue should 
improve over the medium term as growth recovers. Efficiency 
improvements at SARS may bolster revenue further, but such potential 
gains are not included in the current projections . 

Strengthening the South African Revenue Service 

Bu ilding a capable state that serves South Africa is integrally linked to the 
success of SARS. The new Commissioner is focusing on stabilising the 
organisation, re -establishing integrity and compliance functions, and 
restoring employee confidence and public t ru st. Revenue recovery plans 
include assistance from the re-established Davis Tax Committee to address 
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tax leakages, customs fraud, trade mispricing and harmful tax practices; 
setting up a new centre focused on wealthy individuals who have complex 
tax arrangements; and renewing the focus on illicit and criminal activity, 
including non-compliance of rel igious public-benefit organisations. 

SARS is reviewing its procurement processes. Contracts that did not 
represent value for money have not been renewed. A number of senior 
officials implicated by the Nugent Commission have left, and experienced 
staff returned to roles from which they had been displaced . Strengthening 
SARS will take time, but will result in improved revenue collections in the 
years ahead . 

Rebuilding governance at SARS 

Some experienced SARS staff 
have returned to roles from 
which they had been displaced 

The Commission of Inquiry into Tax Administration and Governance by SARS (the Nugent Commission) found a "massive 
failure of governance and integrity" at SARS under the former Commissioner. The Commission made 
27 recommendations. The SARS Commissioner is responsible for implementing non-legislative and organisational 
recommendations from the report, and the Minister of Finance for policy recommendations. This is in keeping with two 
guiding principles: 

• SARS should implement tax laws fairly, without bias and without political interference. 

• SARS is autonomous but accountable to the Minister of Finance, who determines tax policy. 

Accordingly, government plans to publish a discussion document by June · 2020 setting out proposed legislative 
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amendments to strengthen governance at SARS. These will include an improved appointment and removal process for 20 
the Commissioner by the President, and an appointment and removal process for Deputy Commissioners. 

The Office of the Tax Ombud has proved effective in ensuring that taxpayers are not prejudiced by SARS. Government 
will strengthen the ombud and separate it financially and operationally from SARS. 

In addition, government recognises the need for an independent office to oversee governance and conduct within SARS. 
Accord ingly, government will propose an inspector-general to: 

• Monitor and report conduct and performance metrics to government and the public. 

• Safeguard whistleblowing by SARS officials in a way that keeps tax information secret. 

• Empower senior SARS officials to disclose any lapses or findings by the internal audit function. 

• Provide independent assurance that internal processes are sound and unbiased. 
----~~~~~~~~~~~~~~~~~ ....... 

I Tax policy 

Over the past five years, government has increased rates of personal 
income tax, dividends tax, capital gains tax and VAT, while raising the fuel 
levy and excise duties on alcohol and tobacco. The tax-to-GDP ratio has 
steadily increased over this period, reaching 26.2 per cent, which is close 
to its democratic-era peak of 26.4 per cent in 2007 /08. 

The 2019 Budget announced that an additional RlO billion in tax revenue 
would be raised in 2020/21 to support fiscal consolidation. At the time, real 
GDP growth was expected to be 1.5 per cent for 2019 and 1.7 per cent for 
2020. Since then, the economy has faltered and growth estimates have 
been revised down to 0.3 per cent for 2019 and 0.9 per cent for 2020. 
Substantial tax increases may obstruct short-term recovery. As a result, 
government will not raise any taxes to collect the additional RlO billion 
in 2020/21. 

Even without additional tax increases this year, the projected tax-to-GDP 
ratio is expected to equal 26.3 per cent over the next three years. South 
Africa has a relatively high level of tax to GDP compared with other upper
middle-income countries, as shown in Figure 4.1. Higher levels of economic 

South Africa 's tax-to-GDP ratio 
is nearing its democratic-era 
peak 

South Africa has relatively high 
level of tax to GOP compared 
with other upper-middle
income countries 
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2020 BUDGET REVIEW 

Some relief is provided for 
personal income tax 

standardised tax treatment of different sectors and individuals, and could 
allow for lower tax rates. In addition, government will consider publ ishing 
information on which companies benefit from tax incentives, and the 
amount of those incentives, to improve transparency. 

I Tax proposals 

The tax proposals for the 2020 Budget aim to support a recovery in 
economic growth, with some relief at the level of personal income tax. 
They result in no overall change to tax revenue in 2020/21 . 

Table 4.3 Impact of tax proposals on 2020/21 revenue1 

Rmillion 

Gross tax revenue (before tax proposals) 1425 418 

Budget 2020/21 proposals 

Direct taxes 

Taxes on individuals and companies 

Personal income tax 

Increasing brackets by more than inflation 

Revenue if no adjustment is made 

Higher-than-inflation increase in brackets 
and rebates 

Indirect taxes 

Carbon tax 

Plastic bag levy 

-2 000 

-2 000 

-2 000 

12 000 

-14 000 

2 000 

1 750 

250 

Gross tax revenue (after tax proposals) 1 425 418 
1. Revenue changes are in relation to thresholds that have been fully adjusted 

for inflation 
Source: National Treasury 

Personal income tax 

The personal income tax brackets and the primary, secondary and tertiary 
rebates will be increased by 5.2 per cent for 2020/21, which is above 
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expected inflation of 4.4 per cent (Table 4.4). This adj ustment provides 30 

Medical tax credit adjustment 
less than inflation to help fund 
ro//out of national health 
insurance 

40 

R2 billion in tax relief. The change in the primary rebate increases the tax-
free threshold from R79 000 to R83 100. 

Medical tax credits 

Government proposes an increase in the value of medical tax credits in 
2020/21 from R310 to R319 per month for the first two beneficiaries, and 
from R209 to R215 per month for the remaining beneficiaries. This 
increases the value of the tax credit by 2.8 per cent . It is in line with the 
announcement in the 2018 Budget Review that the credit would be 
adjusted by less than inflation to help fund the rollout of national health 
insurance over the medium term. 

Tax-free savings accounts 

The annual limit on contributions to tax-free savings accounts will be 
increased from R33 000 to R36 000 from 1 March 2020. 

40 
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Table 4.4 Personal income tax rates and bracket adjustments 
2019/20 

Taxable Income (R) Rates of tax Taxable income {R) 

RO - R195 850 18% of each Rl RO - R205 900 

R195 851 - R305 850 R35 253 + 26% of the amount R205 901 - R321 600 

above R195 850 

R305 851- R423 300 R63 853 + 31 % of the amount R321 601 - R445 100 

above R305 850 

R423 301 - R555 600 RlOO 263 + 36% of the amount R445 101 - R584 200 

above R423 300 

R555 601 - R708 310 R147 891 + 39% of the amount R584 201 - R744 800 

above R555 600 

R708 311 - Rl 500 000 R207 448 + 41% of the amount R744 801 - Rl 577 300 

above R708 310 

Rl 500 001 and above R532 041 + 45% of t he amount Rl 577 301 and above 

above Rl 500 000 

Rebates Rebates 

Prima ry R14 220 Primary 

Secondary R7 794 Secondary 

Tertiary R2 601 Tert iary 

Tax threshold Tax threshold 

Below age 65 R79 000 Below age 65 

Age 65 and over R122 300 Age 65 and over 

Age 75 and over R136 750 Age 75 and over 
Source: National Treasury 

Table 4.5 provides a distributional breakdown of the effects of changes to 
the rebates and personal income tax brackets. Lower-income individuals 
will receive most of the income tax relief from these inflation adjustments. 

2020/21 

Rates of tax 

18% of each Rl 

R37 062 + 26% of the amount 

above R205 900 

R67 144 + 31% of the amount 

above R321 600 

R105 429 + 36% of t he amount 

above R445 100 

R155 505 + 39% of the amount 

above R584 200 

R218 139 + 41% of t he amount 

above R744 800 

R559 464 + 45% of the amount 

above Rl 577 300 

R14 958 

R8199 

R2 736 

R83 100 

R128 650 

R143 850 

Table 4.5 Estimates of individual taxpayers and taxable income, 2020/21 

Registered Taxable 
Income tax 

Income tax relief 
Taxable bracket payable 

individuals income 
before relief 

after proposals 

R thousand Number % R billion % R billion % R billion % 

RO - R801 6 822 326 - 218.8 - - - - -
R80 - R150 2 084 683 29 .2 235 .3 9 .3 23 .8 4 .2 -1.4 10.2 

R1 50 - R250 1 771 582 24 .8 354.3 14.1 30.9 5 .5 -2 .1 14.8 

R250 - R350 1071402 15 .0 318.3 12 .6 47 .2 8.4 -2.0 14.0 

R350 - R500 1 029 509 14.4 424.1 16.8 81.0 14.4 -2.8 20.0 

R500 - R750 615 177 8.6 368.2 14. 6 90.4 16.1 -2.5 17 .6 

R7 50 - Rl 000 266 169 3.7 225 .7 9 .0 65.9 11.8 -1.3 9 .6 

Rl 000 - Rl 500 182 883 2.6 217.2 8.6 71 .0 12.7 -0 .9 6 .6 

Rl 500 + 125 029 1.7 376.4 14 .9 150.6 26 .8 -1.0 7 .2 

Total 7 146 434 100.0 2 519.5 100.0 560.8 100.0 -14.0 100.0 

Grand total 13 968 760 2 738.3 560.8 -14.0 
1. Registered individuals with taxable income below the income-tax threshold 
Source: National Treasury 

Income tax 

payable after 

proposals 

R billion % 

- -
22.4 4 .1 

28.8 5 .3 

45 .3 8.3 

78.2 14.3 

87 .9 16.1 

64 .5 11.8 

70 .1 12 .8 

149.6 27.4 

546.8 100.0 

546.8 

-
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Proposal to restrict net interest 
expense deductions to curb 
base erosion and profit shifting 

Taxing the digital economy 

Curtailing excessive corporate interest deductions 

Government proposes to restrict net interest expense deductions to 
30 per cent of earnings for years of assessment commencing on or after 
1 January 2021. This measure will address a typical form of base erosion 
and profit shifting by multinational corporations. This practice involves 
artificially inflating company debt and/or the interest rate on that debt to 
a related party in another jurisdiction with a lower corporate income tax 
rate . The resulting interest payments are deducted in South Africa, 
reducing the domestic tax base and effectively shifting profits to be taxed 
at a lower rate offshore . 

Consultation on the design of this limitation begins today. A discuss ion 
document is available on the National Treasury website and the closing 
date for comments is 17 April 2020. 

In today's digital economy, many businesses are able to generate significant profits in a country, without a physical 
presence. The Organisation for Economic Co-operation and Development (OECD) secretariat has proposed a unified 
approach to taxing multinational firms. This approach considers multinationals as' a whole, and recognises that consumers 
and intangible assets contribute to global profits. Under the proposal, ml.lltinationals would be required to report a 
portion of their global profits in all countries where they have a sustained and material market presence. The proposal 
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forms the basis for negotiations and a hoped-for consensus in 2020. South Africa participates in these discussions as a 20 
member of the OECD's inclusive framework steering group. 

Growing international trend to 
restrict use of assessed losses 
carried forward 

42 

Sunset dates for corporate tax incentives 

The National Treasury proposes introducing a 28 February 2022 sunset 
date for tax incentives deal ing with airport and port assets, rolling stock, 
and loans for residential units. Government will review each of these 
incentives before the sunset date to determine whether they should be 
extended . Details are provided in Annexure B. 

The section 121 tax incentive relating to industrial policy projects will not 
be renewed beyond 31 March 2020. The urban development zone 
incentive will be extended for one year while a review of the incentive is 30 
completed. Government intends to insert sunset dates in additional tax 
incentives where they do not currently exist to avoid benefits continuing 
indefinitely without adequate oversight. More details are provided in 
Annexure B. Given the fiscal position, government does not intend to 
extend the tax incentives for special economic zones beyond the six zones 
already approved by the Minister of Finance. 

Limiting the use of assessed losses to reduce taxable income 

When a company's tax-deductible expenses exceed its income, it records 
an assessed loss. Often, the loss is carried forward to the next year and is 
offset against taxable income in that year. Over the past few years, there 
has been an international trend to restrict this practice . 

Government proposes broadening the corporate income tax base by 
restricting the offset of assessed losses carried forward to 80 per cent of 
taxable income, for years of assessment commencing on or after 
1 January 2021. This is viewed as a reasonable approach that affects all 
bu sinesses equa lly, rather than restricting the number of years for carrying 
forward assessed losses, which would disproportionately hurt businesses 
with large init ial investments or long lead times to profitability. 

40 
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Export taxes 

Export taxes are limited by trade agreements, and lead to winners and 
losers in the economy. Given these considerations, South Africa has 
generally avoided such taxes. Government is aware, however, that unfair 
trade practices have put some key industries under pressure. 

Given their negative impact on 
trade, South Africa has 
generally not used export 
taxes 

Government will consult with affected industries on the introduction of 
export taxes on scrap metal, which could replace the current price 
preference system. Proposed export taxes wil l apply to ferrous metals at 
the rate of Rl 000 per tonne, aluminium at R3 000 per tonne, red metals 
at R8 426 per tonne, and other waste and scrap metals at 
Rl 000 per tonne. This reform aims to improve the availability of better
quality scrap metal at affordable prices for domestic foundries and mills. 
Consultation will begin today, to be concluded by the end of May 2020, for 
consideration in the annual tax bills. 

Transfer duties 

The brackets to calculate transfer duties on the sale of property, last 
adjusted in 2017, will be adjusted for inflation from 1 March 2020. No 
transfer duty will be liable on the purchase of property with a value below 
Rl million. 

Table 4.6 Transfer duty rate adjustments 
2019/20 2020/21 

Property value (R) Rates of tax Property value (R) Rates of tax 

RO - R900 000 0% of property value RO - Rl 000 000 0% of property value 

R900 001 - Rl 2SO 000 3% of property va lue 

above R900 000 

Rl 000 001 - Rl 37S 000 3% of property value 

above Rl 000 000 

Rl 2SO 001 - Rl 7SO 000 RlO SOO + 6% of property value 

above Rl 2SO 000 

Rl 37S 001 - Rl 92S 000 Rll 2SO + 6% of property va lue 

above Rl 37S 000 

Rl 7SO 001 - R2 2SO 000 R40 SOO + 8% of property value 

above Rl 750 000 

Rl 92S 001 - R2 47S 000 R44 250 + 8% of property value 

above Rl 92S 000 

R2 2SO 001 - RlO 000 000 R80 SOO + 11% of property valu e 

above R2 2SO 000 

R2 475 001 - Rll 000 000 R88 250 + 11% of property value 

above R2 475 000 

RlO 000 001 and above R933 000 + 13% of property value Rll 000 001 and above 

above RlO 000 000 

Source: National Treasury 

Taxation of heated tobacco products 

Heated tobacco products produce aerosols containing addictive 
substances and other chemicals that are inhaled by users. These products 
are not currently subject to excise duty. Government will introduce a new 
category or tariff subheading for heated tobacco products in the schedule 
of excise duties, to be taxed at a rate of 75 per cent of the cigarette excise 
rate with immediate effect. 

Electronic cigarettes 

Electronic cigarettes are different to heated tobacco products : they do not 
contain tobacco, but they do contain nicotine or other chemicals. 
Currently, electronic cigarettes are not taxed. Globally, policymakers are 
looking at regulating and taxing these products due to concerns about their 
health effects. Government intends to tax electronic cigarettes in 2021. 

Rl 026 000 + 13% of property value 

above Rll 000 000 

Government intends to tax 
electronic cigarettes due to 
concerns about health effects 
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2020 BUDG ET REV IEW 

Excise duties on alcohol and 

tobacco increase in line with 

inflation 

Excise duties on alcohol and tobacco 

Taxes on alcohol and tobacco are determined within a policy framework 
that targets the excise duty burden. The excise burdens for most types of 
alcoholic beverages and tobacco products currently exceed the targeted 
level as a result of above-inflation increases and price fluctuations. 
Government will increase most excise duties by an amount that matches 
expected inflation of 4.4 per cent for 2020/21, and by 6 per cent in the case 
of sparkling wine and 7.5 per cent for pipe tobacco and cigars. 

Table 4.7 Changes in specific excise duties, 2020/21 
Current excise Proposed excise Percentage change 

Product duty rate duty rate Nominal Real 

Malt beer R102.07 I litre of absolute R106.56/ litre of absolute 4.4 -
alcohol (173,51c I average alcohol (181,15c I average 

340ml can) 340ml can) 

Traditiona l African beer 7,82c I litre 7,82c I litre - -4.4 

Traditional African beer 34,70c I kg 34,70c I kg - -4.4 

powder 

Unfortified wine R4.20 I litre R4.39 I litre 4.4 -

Fortified wine R7.03 I litre R7.34 I litre 4.4 -

Sparkling wine R13.55 I litre R14.36 I litre 6.0 1.6 

Ciders and alcoholic fruit R102 .07 I litre of absolute R106.56/ litre of absolute 4.4 -
beverages alcohol (173,51c I average alcohol (181,15c I average 

340ml can) 340ml can) 

Spirits R204.15 I litre of absolute R213 .13 / litre of absolute 4.4 -
alcohol (R65.84 I 750ml alcohol (R68.73 I 750ml 

bottl e) bottle) 

Cigarettes R16.66 I 20 cigarettes R17.40 I 20 cigarettes 4.4 -
Cigarette tobacco Rl8.73 I 50g R19.55 I 50g 4.4 -

Pipe tobacco R5.39 I 25g R5.79 I 25g 7.5 3.1 

Cigars R89.72 I 23g R96.45 I 23g 7.5 3.1 

Source: National Treasury 

Levies on fuel 

To adjust for inflation, government proposes to increase the general fuel 
levy by 16c/litre and th e RAF levy by 9c/litre from 1 April 2020. 
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Table 4.8 Total combined fuel taxes on petrol and d iesel 
2018/19 2019/20 2020/21 

93 octane Diesel 93 octane Diesel 93 octane 

Rands/litre petrol petrol petrol 

Genera l fu el levy 3.37 3.22 3.54 3.39 3.70 

Road Accident Fund levy 1.93 1.93 1.98 1.98 2.07 

Customs and excise levy 0.04 0.04 0.04 0.04 0.04 

Carbon tax 
1 0.07 0.08 0.07 

Total 5.34 5.19 5.63 5.49 5.88 

Pump price 2 
15.30 14.20 13.86 13.14 15.71 

Taxes as percentage of 34.9% 36.5% 40.6% 41.8% 37.4% 

pump price 
1. Th e carbon tax on fuel became effective from 5 June 2019 
2. Average Gauteng pump price for the 2018/19 and 2019/20 years. The 2020/21 figure is the Gauteng 

pump price in February 2020. Diesel (0.05% sulphur) wholesale price (retail price not regulated) 
Source: National Treasury 

Diesel 

3.55 

2.07 

0.04 

0.08 

5.74 

14.57 

39.4% 
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Carbon tax 

The carbon tax rate will increase by 5.6 per cent for the 2020 calendar year. 
This increase includes an annual inflation rate of 3.6 per cent plus two 
percentage points in line with the Carbon Tax Act (2019). Accordingly, the 
carbon tax rate w ill increase from R120 per tonne of carbon dioxide 
equivalent to R127 per tonne of carbon dioxide equivalent. 

Purchase tax on motor vehicle emissions and incandescent globe tax 

In line with global vehicle emission standards and the shift to low-carbon, 
fuel -efficient vehicles, government proposes to increase the vehicle 
emissions tax rate for passenger cars to R120 per gram of carbon dioxide 
emissions per kilometre (gC02/km) and R160 gCOi/km for double cabs . The 
threshold will be adjusted from 120 gC02/km to 95 gC02/km for passenger 
vehicles to align with the Euro 6 emission standards. These amendments 
will take effect from 1 April 2020. Government proposes to increase the 
incandescent light bulb levy by R2 from R8 to RlO, effective 1 April 2020, 
to encourage the uptake of more energy-efficient light bulbs. 

Levies on plastic 

An estimated 12. 7 million tonnes of plastic litters the world's oceans. While 
progress has been made in the domestic environment, plastic pollution 
remains a significant problem, particularly for marine life. The National 
Treasury w ill consult on extend ing the current levy on plastic bags to al l 
single-use plastics used for reta il consumption, including plastic straws, 
utensils and packaging. Changes will be implemented in 2021. 

Government proposes to raise the plastic bag levy from 12 to 25 cents per 
bag effective 1 April 2020. A review of the current levy, including a 
clarification of the tax treatment of compostab le bags, will be undertaken . 

Carbon pricing and environmental taxation 

Vehicle emission tax to 
increase in line with global 
standards and shift to fu el
efficient cars 

Increasingly, governments and businesses recognise that the world faces a climate crisis, and acknowledge the need for 
partnerships to limit globa l warming to below 1.5 degrees Celsius. As the Paris Agreement becomes operational in 2020, 
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signatories w ill submit revised nationally determined contribution commitments to mitigate climate change. A range of 30 
legislation and policies is being developed to meet South Africa's commitments in this regard. 

South Africa introduced a carbon tax in June 2019 as part of government's broader climate change mitigation policy. The 
National Treasury and the Department of Environment, Forestry and Fisheries will jointly consult st akeholders on future 
mitigation policies, including the integration of the carbon tax and mandatory carbon budgeting for t he private sector to 
provide policy certainty and promote transparency. Government will also continue to monitor developments under 
Article 6 of the Paris Agreement and their implications for the design and implementation of the domestic carbon offset 
scheme under the carbon tax .. Government will review the design of the carbon tax after it has been in operation for at 
least three years to ensure that the measure is contributing appropriately to cost-effective emissions reduction. 

Government is preparing to publish an environmental fiscal reform review paper. It will explore the potential for new 
environmental taxes and reforms to existing instruments, such as: 40 
• Restructuring the general fuel levy to include a local air pollution emissions component. 

• Alleviating traffic congestion through road pricing charges and design options for an annual carbon dioxide tax on 
vehicles, in collaboration with the Department of Transport and provincial governments. 

• Reviewing inefficient fossil fuel subsidies, including the VAT zero-rating of transport fuels. 

• Considering product taxes on electrical and electronic waste. 

• Reviewing the tax treatment of company cars to incentivise use of more fuel-effic ient vehicles. 

4 5 
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Government wants to 
encourage all South Africans 
working abroad to maintain 
their ties to the country 

Reforms expected to lead to 
automated PA YE system that 
could reduce filing burden 

46 

Foreign remuneration exemption 

Government will increase the cap on the exemption of fore ign 
remunerat ion earned by South African tax residents to Rl.25 million per 
year from 1 March 2020. Some advisors have recommended emigration, 
as recognised by the Reserve Bank, as a way to break tax residency. 
However, this is only one factor considered by SARS. Government wants to 
encourage all South Africans working abroad to mainta in their ties to the 
country . Consequently, this concept of emigration will be phased out by 
1 March 2021. Details appear in Annexure E. 

I Tax policy reviews and research 

The fiscal treatment of the upstream petroleum sector 

The draft Upstream Petroleum Resources Development Bill was recently 
publ ished for public comment. The National Treasury notes the current 
pub lic discussion on the bill and will consult with the re levant stakeholders 
as to the most appropriate fiscal reg ime for South Africa . 

Other projects 

Th e National Treasury w ill undertake or complete the following projects 
du ring 2020/21 : 

• Examining the regulation and tax treatment of unlisted real estate 

10 

investment trusts, in line with the announcements in the 2013 and 20 
2019 Budget Review. 

• Reviewing the tax treatment of amounts received by portfolios of 
collective investment schemes in line with the announcement in the 
2019 Budget Review. 

I Measures to enhance tax administration 

Pay-as-you-earn and personal income tax administration reform 

The legal framework and administration of pay-as-you-earn (PAYE) will be 
rev iewed with a view to implementing a more modern, automated process 
for employers that is easy to understand, access and maintain. The reform 
is intended to promote accurate and timely withholding from employees 
and payments to SARS. It is expected to reduce the adm inistrative burden 
for employers, payroll administrators and SARS. In addition, emp loyees will 
be able to mon itor their tax obl igations du ring the cou rse of the year, and 
the annual return process for employers will be simplified . Over t ime, this 
reform is likely to mean that most individual salaried taxpayers will not 
have to file personal tax returns . 

I Conclusion 

Revenue collection continues to perform below expectations, driven by a 
weak economy. The 2020 Budget aims to support economic recovery in the 

30 

short term by not ra ising add iti onal taxes . Over t ime, the strengthening of 40 
SARS is expected to lead to increased revenue collection . 
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Consolidated spending plans 

In brief 

• Total consolidated spending will amount to Rl.95 trillion in 2020/21, R2.04 trill ion in 2021/22 and R2.14 trillion in 
2022/23. 

• Relative to the 2019 Budget, main budget non-interest expenditure will be reduced by R156.l billion over the 
medium-term expenditure framework (MTEF) period. As a resu lt, it will grow from Rl.54 trillion in 2020/21 to 
Rl.65 trillion in 2022/23. 

• Funding for new and urgent priorities is provided through reprioritising existing baselines. 

• To reduce growth in the public-service wage bill, the 2020 Budget proposes reductions to compensation spending 

529 

totalling R160.2 billion over the MTEF period. 10 
• In addition, baseline reductions of R28.2 billion in 2020/21, R33.2 billion in 2021/22 and R39.3 billion in 2022/23, 

mainly on non-compensation spending, have been implemented. These were partially offset by reallocations to 
baselines and additional allocations to state-owned companies. 

--~~--~~~~~~~~~~~~~ 

I Overview 

This chapter outlines government's consolidated spending plans over 
the next three years . It shows changes to medium-term allocations 
since the 2019 Budget, and spending priorities for each function . 

Government spending remains highly redistributive, with 55.4 per cent of 
the budget allocated to lea rning and culture, health and social 
development. 

Tota l consolidated government spending is expected to be R6.14 tril lion 
over the medium term. Main budget non-interest expenditure will grow 
from Rl.54 trillion in 2020/21 to Rl.65 trillion in 2022/23. Relative to the 
2019 Budget, main budget non-interest spending is reduced by 
R156.1 billion over the medium term. This is largely due to proposed 
measures, amounting to R160.2 billion, to reduce growth in the public
service wage bill. As discussed in Chapter 6, the way in which 
compensation reductions affect individual department baselines will only 
be fina li sed in 2020/21. 

Consolidated government 

spending amounts to 

R6.14 trillion over the MTEF 

period 
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2020 BUDGET REVIEW 

Baselines reduced by 

R66 billion in 2020/21, 

R88.l billion in 2021/22 and 

R106.8 billion in 2022/23 

As noted in the 2019 Medium Term Budget Policy Statement (MTBPS), 
weak economic performance, revenue outcomes and balance sheets of 
several state-owned companies have necessitated reductions in 
government spending over the MTEF period . The 2020 Budget includes 
baseline reductions of R66 billion in 2020/21, R88 .1 billion in 2021/22 and 
R106 .8 billion in 2022/23 . These include reductions to compensation 
ceilings and government programmes. 

Cost pressures, incl uding new and urgent priorities, have been funded 
through a combination of reallocations and reprioritisations over the MTEF 

530 

period . Despite these fiscal measures, government debt as a share of GDP 1 O 
continues to increase. Debt-service costs remain the fastest-growing 
expenditure item at an annual average rate of 12.3 per cent, and will 
increase to R290.1 billion in 2022/23. 

I Revisions to main budget spending plans 

The 2020 Budget proposes total baseline reductions of R261 billion over 
the medium term, as shown in Table 5.1. The reductions were partially 
offset by baseline reallocations and additional allocations to state-owned 
companies, mainly Eskom . 

Table 5.1 Adjustments to main budget non-interest expenditure since 2019 Budget 

R million 2020/21 2021/22 2022/23 

2019 Budget non-interest expenditure 1 545 500 1653 077 1 736 538 

Less: Contingency reserve 6000 6000 6000 

Allocated expenditure (2019 Budget) 1 539 500 1647 077 1730538 

Skills development levy adjustments -1 025 -1 722 -500 

Baseline reductions and reallocations -66 045 -88149 -106 801 

Programme basel ine reductions -28 238 -33 219 -39 341 

Wage bill reductions -37 807 -54 929 -67 460 

Baseline allocations 59 293 29 981 21843 

Financial support for sta te-owned companies 44 042 14 309 1 777 

Net change in adjustments announced in 2019 Budget1 7 753 7 620 11953 

Programme allocations 7 499 8 051 8 113 

Allocated in 2020 Budget 1 531 724 1587186 1645 080 

Plus: Contingency reserve 5000 5000 5000 

2020 Budget non-interest expenditure 1536 724 1592186 1650 080 

Change in non-interest expenditure since 2019 Budget -8 776 -60 890 -86 458 
1. Includes reversal of savings from wage bill measures and national macro-reorganisation of government, 

adjustments due to lower CPI, and early retirement savings in police 
Source: National Treasury 

MTEF total 

4 935 115 

18000 

4 917 115 

-3 246 

-260 995 

-100 798 

-160 196 

111117 

60 128 

27 326 

23 663 

4 763 991 

15 000 

4 778 991 

-156124 

Non-compensation baseline reductions main ly affect conditional grants to 

20 
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provinces and municipalities, and national and provincial programme 40 

48 

spending. As far as possible, reductions were made in underperform ing or 
underspending programmes. The largest reductions are made to the 
human settlements and public transport sectors. 

Reductions in government programmes imply the need to review 
programmes, possibly resulting in closure or downscaling over the medium 
term, and to use allocated budgets more efficiently. In addition, reductions 
on goods and services may negatively affect maintenance of government 
facilities and information communications technology infrastructure, and 
lead to increased accruals. 
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Table 5.2 Reallocations to baselines over the MTEF period 

R million 2020/21 2021/22 2022/23 MTEF total 

2020 Budget additions to baseline 7 499 8 051 8113 23 663 

Post-retirement medical assistance 804 1565 2 028 4 397 

Common Monetary Area Compensation 340 390 490 1220 

Municipal Revenu e Management Improvement Programme 330 433 454 1216 

Township Entrepreneurship Fund 500 500 1000 

Universal Service and Access Fund: New model for broadcasting 522 604 1126 
digital migration 

Innovation Fund 200 500 500 1 200 

South African Revenue Service: Infrastructure-related projects 400 300 300 1000 

Provincia l conditional grants 362 473 582 1418 

Other allocations1 4 541 3 286 3 259 11086 
1. Deta ils of other baseline reallocations provided in the Estimates of National Expenditure 
Source: National Treasury 

Allocations to the human settlements sector are reduced by R14 .6 billion 
over the MTEF period, implying fewer subsidy houses, serviced sites and 
related bulk and connector infrastructure. The municipal infrastructure 
grant is reduced by R2.8 bill ion over the same period, slowing provision of 
infrastructure such as water and electricity connections to poor 
househo lds. 

Public transport spending is reduced by Rl3 .2 billion over the next three 
years, mainly on allocations to the Passenger Rail Agency of South Africa 
and the public transport network grant. The reduced allocation to the 
agency is mainly due to underspend ing in previous years, wh ich resulted in 
huge cash surpluses. The agency is expected to ensure that critical 
investments are made to stabilise Metrorail. Planning and implementation 
of integrated public transport networks will be suspended in Buffalo City, 
Mbombela and Msunduzi as these three cities have progressed the least in 
launch ing public transport systems. Accordingly, there will be no 
allocations to these cities in the 2020 MTEF period. 

Reductions in basic and higher education infrastructure allocations amount 
to RS .2 bill ion over the medium term. These reductions are expected to 
cause revisions to infrastructure plans and delays in project completion . 
Spend ing in the nationa l Department of Health is reduced by R3 .9 billion 
over the MTEF period . This implies that some activities related to national 
health insurance will be phased in over a longer timeframe. 

Public transport spending 

reduced by Rl3.2 billion over 

M TEF period 
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Table 5.3 Largest baseline reduct ions over t he M TEF ~eriod 1 

Rmillion 2020/21 2021/22 

2020 Budget baseline adjustments -28 238 -33 219 

Programme specific reductions -10 666 -10 596 

of wh ich: 

Passenger Rail Agency of South Africa -4 469 -2 780 

New Developmen t Bank 

Social grants -1438 -1521 

Public entity transfers -528 -1185 

Police: Reallocation to implement the integrated -824 -940 

criminal justice strategy 

TVET 2 college: Infrastructure and efficiency grant -688 -819 

South African Social Security Agency -406 -517 

South African National Roads Agency Limited 

Provincial equitable share -2 349 -2 452 

Provincial conditional grants -4 893 -5 940 

of wh ich: 

Human settlements development grant -2 331 -1984 

Provincial roads maintenance grant -500 -1 084 

Health conditional grants -446 -698 

Education infrastructure grant -459 -616 

Local equitable share -1000 -1100 

Local conditional grants -4 622 -6 457 

of which : 

Public transport network grant -1 049 -1 5 70 

Urban settlements development grant -1420 -1968 

Municipal infrastructure grant -989 -894 

Water services infrastructure gran t -426 -541 

Cross-cutting reductions3 -4 708 -6 674 

1. Selected information on large baseline reductions over the MTEF period, details provided 
in the Estimates of National Expenditure 

2. Technical and vocational education and training 
3. Mainly includes goods and services reductions in national departments and public entities 
Source: National Treasury 

I Provisional a llocations 

2022/23 M TEF total 

-39 341 -100 798 

-15 742 -37 004 

-1 351 -8 599 

-4 730 -4 730 

-1245 -4 204 

-1367 -3 080 

-997 -2 761 

-826 -2 333 

-626 -1550 

-1 391 -1 391 

-2 524 -7 325 

-7 202 -18 036 

-2 402 -6 717 

-1258 -2 841 

-732 -1875 

-775 -1850 

-1100 -3 200 

-7 425 -18 504 

-1 727 -4 347 

-2 554 -5 943 

-939 -2 822 

-698 -1665 

-5 348 -16 729 

Provisional allocations are only confirmed once certain requirements have 
been met. In addition to provisional allocations to Eskom, the 2020 Budget 
includes provisiona l al locations of R7 billion in 2020/21, Rl.9 bi llion in 
2021/22 and R3 .6 billion in 2022/23 . These allocations are mainly for 
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financia l support to South African Airways and road asset management for 40 
the secondary and strategic road network. 
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Table 5.4 Provisional allocations not assigned to votes 

R million 2020/21 2021/22 2022/23 MTEFtotal 

Public entity : South African Socia l Security Agency 

South African Airways 6 502 

Provis ion for disaster recovery efforts 500 

Competi t ion Commiss ion 

Broadband (SA Connect Phase 2) 

Roads asset management for the secondary and 

st rategic road network 

Construction of t he Tygerberg hospit al 

Construction of t he Klipfontein hospital 

Other 1 19 

Total 7 021 

1. Includes provisional a/location f or the Municipa l Demarcation Board 
Source: National Treasury 

I Consolidated government expenditure 

500 

125 

800 

180 

130 

118 

1853 

Total consoli dated government spending is expect ed to grow at an average 
annual growth rate of 5.1 pe r cent, from Rl.84 trillion in 2019/20 
to R2 .14 t r il lion in 2022/23. 

T bl 5 5 C a e rd t d onso 1 a e e:overnmen t exoen I ure b 'v economic c ass1 1ca ion 
2019/20 2020/21 2021/22 2022/23 

Revised Med ium-term estim ates 

estimate 
R mill ion 

Economic classification 

Current payments 1 095 868 1143 427 1218 008 1286 331 

Compensation of employees 629 200 638 865 667 815 697 113 

Goods and services 251 656 265 078 281465 288 525 

Interest and rent on land 215 012 239 484 268 728 300 693 

of which: 

Debt-service costs 205 005 229 270 258482 290 145 

Transfers and subsidies 599 650 640 225 671 805 713 436 

Municipalities 137 654 145 339 155 518 165 464 

Departmenta l agencies and accounts 26 591 28 639 27 012 28 492 

Higher education institutions 46 555 48 278 50 341 51873 

Foreign governments and internationa l 2 589 2 880 2 838 3 029 

organisat ions 

Public corporati ons and private 35 361 35 540 39 865 43 227 

enterprises 

Non-profit institut ions 37 089 41023 43 696 45 849 

Households 313 810 338 528 352 534 375 503 

Payments for capital assets 82 804 92147 101411 108 975 

Bui ldings and other capital assets 63 727 71527 79 612 85 692 

M achinery and equipment 19 077 20 620 21 799 23 284 

Payments for financial assets 65 223 73 646 44116 27 298 

Total 1843 546 1949 445 2 035 339 2136 040 

Contingency rese rve - 5 000 5 000 5 000 
·---

Consolidated expenditure 1843 546 1954 445 2 040 339 2141040 

524 1024 

6 S02 

500 

131 256 

1289 1289 

1048 1848 

235 415 

200 330 

147 283 

3 573 12 447 

1 

Percentage Average 

of total annual 

MTEF MTEF 

allocation growth 

59.6% 5.5% 

32 .7% 3.5% 

13.6% 4.7% 

13.2% 11.8% 

12.7% 12.3% 

33.1% 6.0% 

7.6% 6.3% 

1.4% 2.3% 

2.5% 3.7% 

0.1% 5.4% 

1.9% 6.9% 

2.1% 7.3% 

17.4% 6.2% 

4.9% 9.6% 

3.9% 10.4% 

1.1% 6.9% 

100.0% 5.0% 

5.1% 

1. The m ain budget and spending by provinces, public entities and social security funds fin anced from own revenue 
Source: Na tional Treasury 
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a e T bl 5 6 C onso 1 ate d govern men t expen I ure b f 1v unc ion 1 

2019/20 2020/21 2021/22 2022/23 Percentage Average 

Revised Medium-term estimates of total annual 

estimate MTEF MTEF 

R million allocation growth 

Learning and culture 385 593 396 422 417 767 434 166 23.4% 4.0% 

Basic education 262 4S8 26S 881 281433 293 211 lS .7% 3.8% 

Post-school education and training 112 087 118 847 124 209 128 386 7.0% 4 .6% 

Arts, cu lture, sport and recreation 11049 11694 12 12S 12 S69 0 .7% 4 .4% 

Health 221962 229 707 243 970 257 559 13.7% 5.1% 

Social development 284 479 309 512 320 056 340 924 18.2% 6.2% 

Social protection 207 S28 221 483 236 319 2S2 037 13.3% 6.7% 

Social security funds 76 9S1 88 029 83 738 88 887 4 .9% 4 .9% 

Community development 201 675 212 347 228194 242 169 12.8% 6.3% 

Economic development 198 906 211 531 228 224 240 911 12.7% 6.6% 

Industrialisation and exports 37 393 39 016 43 672 4S 664 2.4% 6.9% 

Agriculture and rural development 29 608 28 342 29 637 30 6S8 1.7% 1.2% 

Job creation and labour affairs 21 742 22 437 2S 1S8 26 SS5 1.4% 6.9% 
Economic regulation 94 467 lOS 311 112 S66 120 2S8 6 .3% 8 .4% 
and infrastructure 
Innovation, science and technology lS 697 16 42S 17 191 17 776 1.0% 4.2% 

Peace and security 214 365 217 001 221291 228 804 12.5% 2.2% 

Defence and state security so 766 51378 48 932 so 439 2.8% -0 .2% 

Pol ice se rvices 105 163 106 127 110 7S8 114 186 6 .2% 2.8% 

Law courts and prisons 48448 49 604 Sl 992 S3 641 2.9% 3 .5% 

Hom e affairs 9 988 9 891 9 609 10 S38 0 .6% 1.8% 

General public services 66 337 70 009 73 238 74 064 4.1% 3.7% 

Executive and legis lative organs 14 202 14 S71 14 443 15 028 0 .8% 1.9% 

Public administration 44 342 47 277 so 414 so 279 2.8% 4.3% 
and fiscal affairs 
External affairs 7 793 8161 8 381 8 7S8 O.S% 4.0% 

Payments for financial assets 65 223 73 646 44116 27 298 

Allocated by fu nction 1638 541 1720175 1776857 1845 895 100.0% 4.1% 

Debt-service costs 205 oos 229 270 2S8 482 290 14S 12 .3% 

Contingency reserve - s 000 s 000 s 000 

Consolidated expenditure 1843 546 1954 445 2 040 339 2 141 040 5.1% 
1. The main budget and spending by provinces, public entities and social security funds financed from own revenue 
Source: National Treasury 

Learning and culture 

Over the medium term, the learning and culture function aims to develop 
the capabilities of citizens from early childhood by providing access to 
education, training and skills development, and to strengthen social 
cohesion. The function will continue to receive the largest share of 
government spending over the MTEF period, rising from R385 .6 billion 
in 2019/20 to R434.2 billion in 2022/23. 

Learning and culture continues 
to receive largest share of 
spending 

Basic education 

Basic education accounts for the largest share of expenditure in the 
function. The sector wi ll focus on improving early literacy and numeracy of 
learners, introducing subjects like coding, data analytics and robotics, and 
improving school sanitation and the quality of teaching. 
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Responsibility for early 
childhood development to shift 
to basic education sector 

R35 billion allocated to build, 
maintain and upgrade 

schooling infrastructure 

Early childhood development is the foundation for success in school. Over 
the medium term, the Department of Basic Education will work with the 
Department of Social Development and other partners to shift 
responsibility for early childhood development from the social 
development sector to the basic education sector. They will also introduce 
two years of compulsory pre-schooling before all children enter Gradel. 

Provincial expenditure on personnel dominates spending in the sector and 
function at 76.5 per cent and 51.4 per cent, respectively . 

Over the medium term, the education infrastructure grant is allocated 
R35 billion to construct, ma intain and upgrade schooling infrastructure. 
The school infrastructure backlogs grant is allocated R5.6 billion to provide 
water, sanitation facil ities and electricity to schools, and replace schools 
constructed with inappropriate materials . Of this al location, R2 .8 bill ion is 
set aside to provide appropriate sanitation facilities, which accounts for the 
15.3 per cent annual average growth rate over the spending period . 

The national school nutrition programme grant is allocated R24.3 bill ion 
over the next three years to provide meals to 9 million learners in almost 
20 000 poor schools (quintiles 1 to 3), and identified special schools. 

Post-school education and training 

536 
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The medium-term focus in this sector will be to expand access to 20 

NS FAS expects to fund 
1 m illion university and 
870 000 TVET students 

54 

universities and technical and vocational education and training (TVET) 
col leges, improve their performance, develop artisans, support work-
based learning, and strengthen the management and governance of 
community education and tra ining colleges. 

Expenditure for the National Student Financial Aid Scheme increases at an 
average annual rate of 7.3 per cent from R33 billion in 2019/20 to 
R40.8 billion in 2022/23. The institution expects to fund more than 
1 million students at universities and more than 870 000 students at TVET 
colleges over the period. 

Arts, sports, recreation and culture 

Th is sector will focus on growing cultural and creative industries to create 
job opportunities and improve social cohesion. Existing infrastructure in 
the sector w ill be integrated where possible and new facilities will be 
constructed to ensure community access. The sector is allocated 
R36 .4 billion over the MTEF period . 
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Table 5.7 Learning and culture expenditure 
2019/20 2020/21 2021/22 2022/23 Percentage Average 

Revised Medium-term estimates of total annual 

estimate MTEF MTEF 
Rmillion allocation growth 

Basic education 262 458 265 881 281433 293 211 67.3% 3.8% 

Compensation of employees 204 162 205 265 214 754 224160 51.6% 3.2% 

of which: 

Provincial compensation of 203 460 204 559 214 018 223 400 51.4% 3.2% 

employees 

Goods and services 27 187 26 861 28 041 29 331 6.7% 2.6% 

of which : 

Property payments 3 596 3 724 3 928 4 061 0.9% 4.1 % 

Workbooks and L TSM 1 5 304 5 386 5488 5 825 1.3% 3.2% 

National school nutrition 7186 7666 8125 8 516 1.9% 5.8% 

programme 

Transfers and subsidies 20 058 22 419 25 201 25 585 5 .9% 8 .5% 

of which : 

Subsidies to schools 2 16 730 19072 20400 21441 4.9% 8.6% 

Education infrastructure 10 514 11008 11 710 12 255 2 .8% 5 .2% 
grant 

School infrastructure 1330 1491 2 037 2 038 0.4% 15.3% 

backlogs grant 

Post-school education and training 112 087 118 847 124 209 128 386 29.8% 4.6% 

of which : 

University subsidies 42359 44 796 47189 49437 11.3% 5.3% 
of which : 

University infrastructure 2489 2 841 2 921 3 045 0.7% 7.0% 

National Student Financial Aid 32 987 37097 39115 40 777 9.4% 7.3% 

Scheme 3 

Technical and vocational 12 555 13 384 14 026 14525 3.4% 5.0% 

education and training 

of which: 

Compensation of employees 6987 6864 7145 7 356 1.7% 1.7% 

Subsidies 5 205 6036 6370 6639 1.5% 8.5% 

Community education and 2058 2386 2489 2 541 0.6% 7.3% 

training 

of which: 

Compensation of employees 1905 2 224 2 319 2365 0.6% 7.5% 

Skills development levy 21986 20988 21207 20930 5 .1% -1.6% 

institutions 
4 

Arts and culture, sport and 11049 11694 12125 12 569 2.9% 4 .4% 

recreation 

Total 385 593 396 422 417 767 434166 100.0% 4 .0% 

1. Learner and teacher support material 
2. Includes some provision for L TSM and property payments for schools that manage their own budgets 
3. Total payments mode from all income sources, including Funza Lushaka teacher bursaries and debt repayments 

from students 
4. Spending of the 21 SET As and the National Skills Fund 
Source: National Treasury 

Social development 

This function aims to reduce poverty and inequality by provid ing social 
welfare services and grants, and to empower women, youth and persons 
w ith disabilities. 
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Table 5.8 Social protection expenditure 
2019/20 

Revised 

estimate 

Rmillion 

Social protection expenditure 207 528 

of which: 

Social grants 175 156 

of which: 

Child support 64 967 

Old age 1 76 951 

Disability 23 0 78 

Foster care 5 081 

Care dependency 3430 

Grant-in -aid 1238 

Social Relief af Distress 410 

Provincial socia l development 22 292 

Women, youth and persons with 791 

disabil it ies 

of which: 

Women 156 

Youth 523 

Persons with disabilities 19 

Total 207 528 

Social grants as percentage of GDP 3.4% 

Social grant beneficiary numbers by grant type 

(thousands) 

Chi ld support 
Old age1 

Disability 

Foster care 

Care dependency 

Total 

1. Includes war veterans 
Source: National Treasury 

12 777 
3 655 
1058 

350 

155 

17 996 

Social grants 

ANNEX " A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2020/21 2021/22 2022/23 Percentage Average 

Medium-term estimates of total annual 

MTEF MTEF 

allocation growth 

221483 236 319 252 037 100.0% 6.7% 

187 836 201 347 216 027 85.3% 7.2% 

69 765 74 780 80 735 31 .7% 7.5% 

83106 90053 97 068 38.1 % 8.0% 

24 390 25488 26522 10.8% 4.7% 

4 965 4 829 4 795 2.1% -1 .9% 

3 569 3809 4 077 1.6% 5.9% 

1 632 1978 2 421 0.8% 25.1% 

407 407 407 0.2% -0.2% 

23 264 24 525 25 661 10.3% 4 .8% 

832 875 915 0.4% 5 .0% 

174 184 192 0.1% 7.1 % 

551 578 605 0.2% 5.0% 

20 22 22 0.0% 6.2% 

221483 236 319 252 037 100.0% 6.7% 

3.5% 3.5% 3.5% 

12 991 13 210 13 434 71 .0% 1.7% 
3 769 3 886 4 003 20 .9% 3.1% 
1051 1045 1039 5.6% -0.6% 

326 304 285 1 .6% -6.7% 

158 161 164 0.9% 1.9% 

18 296 18 606 18 926 100.0% 1.7% 

The 2020 Budget continues to increase social grants in line with inflation . 
Due to lower expected inflat ion over the period, allocations have been 
reduced as shown in Table 5.3. Over the medium term, the total number 
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of beneficiaries is expected to increase by almost 1 mill ion to 40 
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approximately 19 million by 2022/23. Over the MTEF period, funds 
amounting to R714 million are repriorit ised from the Department of Social 
Development to its provincial counterparts for programmes to prevent HIV 
and AIDS infections, substance abuse, gender-based violence and fem icide. 
Additional funds are reprioritised from the social worker scholarship 
programme grant, which will end in 2020/21, to provinces to employ 200 
social worker graduates. 

Funds amounting to R406.2 million in 2020/21, RSl 7 .3 million in 2021/22 
and R626 mill ion in 2022/ 23 are re prioritised, mainly to the early childhood 
development condit ional grant. As a result, the subsidy rate per chi ld wi ll 50 
increase by 23 .8 per cent from RlS in 2019/20 t o R18.57 in 2022/23 . By 
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2022/23, government estimates it wi ll prov ide access to early child hood 
development services to almost 700 000 children under t he age of four. 

Table 5.9 Average m onthly socia l grant values 
2019/20 2020/21 

Rand 

Old age 1 780 1860 

Old age, over 75 1800 1880 

War veterans 1800 1880 

Disability 1 780 1860 

Foster care 1000 1040 

Care dependency 1 780 1 860 

Chi ld su pport 425 445 
Source: National Treasury 

Women, youth and persons with disabilities 

Percentage 

increase 

4.5% 

4.4% 

4.4% 

4 .5% 

4 .0% 

4.5% 

4.7% 

Over the next three years, this department is allocated an additional 
RlS million to establish a national council to combat gender-based 
violence and femiclde . Its budget will increase to R853 million In 2022/23, 
w it h a focus on strengthening interve nt ions for women's econom ic 
empowerment; promoting the rights of peop le w ith di sa bilities; and 
supporting youth development. An amount of R651.9 mil lion is allocated 
through the provincial equitable share over the same period to provide 
sanitary products to more than half of all fema le learners in grades 7 to 12 
in the country's poorest schools (quintiles 1, 2 and 3) . 

Health 

The health function aims to ensure access to high-qual ity healthcare 
services for all residents. Parliament is considering t he National Health 
Insurance (NHI ) Bill. Its enactment is expected to trigger large-sca le 
reforms. Over the medium term, RSS.6 m illion is reprioritised to the 
Department of Health to strengthen its capacity to phase in NHI. This 
allocation will be reviewed as NHI is implemented. 

From 2020/21, the human resource capacitation grant will be merged with 
the health professions training and development grant to form 
components of the new statutory human resource and training and 
development grant. This component is allocated R3 .3 bill ion over the 
medium term to ensure sufficient medica l internships and commun ity 
service posts for medica l students to com plet e their training. 

A team convened by the Presidency has developed a National Qua lity 
Healt h Improvement Plan, which aims to improve the quality of healthcare 
facilit ies to ensure that they can be accredited for NHI. For this purpose, 
R25 million is reprioritised in 2020/21 towards the non-personal services 
component of the NH/ indirect grant. Subsequent allocations will be based 
on progress demonstrated in 2020/21. 

From 2021/22, allocations for mental health and oncology wi ll also be 
added as components to the HIV, TB, malaria and community outreach 
grant, shifting from t he NH/ indirect grant due to underspending. To 
address funding shortfalls in t he community outreach services component 
of the grant, R800 million is reprioritised from the HIV/AIDS component 
in 2020/21. 

R15 million allocated to 

establish a national council to 

combat gender-based violence 

and femicide 

NH/ expected to result in large

scale reforms 
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Table 5.10 Health expenditure 

R million 

Health expenditure 

of which: 

Central hospital services 

Provincial hospital services 

District health services 

of which: 

HIV, TB, malaria and 
community outreach 

Emergency medical services 

Facilities management and 
maintenance 
Health science and training 

National Health Laboratory Service 

National Deoartment of Health 1 

Total 

of which: 

Compensation of employees 

Goods and services 

Transfers and subsidies 

Buildings ond other fixed structures 

Machinery and equipment 

2019/20 

Revised 

estimate 

221962 

44129 

36385 

98491 

22039 

8249 

9 340 

5 401 

7465 

5 171 

221962 

141 320 

62486 

7071 

5 668 

5350 
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2020/21 2021/22 2022/23 Percentage Average 

Medium-term estimates of total annual 

MTEF MTEF 

allocation growth 

229 707 243 970 257 559 100.0% 5.1% 

44 706 46633 49207 19.2% 3.7% 

37634 39394 41539 16.2% 4 .5% 

101958 108 560 113 788 44.4% 
I 

4 .9% 

24 387 27931 29405 11.2% I 10.1% 

8506 8843 9283 3 .6% 4.0 % 

10058 10363 10979 4 .3 % 5 .5 % 
I 

5 757 6474 6 918 2 .6% 8.6% 

8638 9271 9913 3 .8 % 9 .9 % 

6074 6468 6 641 2.6% 8 .7% 

229 707 243 970 257 559 100.0% 5.1% 

145 126 152 008 160 906 62 .6 % 4.4% 

67142 71561 74 466 29. 2 % 6.0 % 

6059 7477 8692 3 .0% 7.1% 

6087 7479 7845 2. 9% 11 .4 % 

5 264 5 421 5 630 2.2% 1.7% 

1. Excludes grants and transfers reflected as expenditure in appropriate sub-functional areas 
Source: National Treasury 

Progress in dealing with medico-legal claims 

In recent years, medical malpractice claims and litigation have increased rapidly. Although in many cases the quality of 
care is insufficient, the increase in claims is inconsistent with certain indicators of health outcomes in the public sector. 
For example, the overall death rate in public hospitals declined from 5.4 per cent in 2013/14 to 4.6 per cent in 2018/19, 
while maternal mortality In facilities decreased by 20.5 per cent over the same period. Since 2014, contingent liabilities 
and payments of medico-legal claims in the public sector have Increased at an average annual growth rate of 30 per cent 
and 23 per cent respectively. In 2018/19, medico-legal contingent liabilities reached R99.2 billion , while medico-legal 
claim payments reached R2 billion. These payments are affecting the budgets of public facilities and, in turn, the delivery 
of services. Due to large lump-sum payments often awarded in malpractice cases, the effects are unplanned. 

This is a multifaceted problem, caused by inadequate quality of care, weak capacity in provincial medico-legal teams, poor 
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admin istration of medical records, and high profitability for law firms specialising in this area. Government aims to 40 
stabilise Its liability through a range of interventions and has made progress in the following areas: 

• Funding has been reprioritised in the Department of Health's budget to pilot the National Quality Health Improvement 
Plan in 2020/21. 

• The department has contracted law firms with medico-legal expertise to support claim management and provide legal 
services in some provinces. 

• Several provinces are strengthening provincial medico-legal teams, includin.g by contracting external legal capacity. 

• Parliament is considering the State Liability Amendment Bill, which would introduce periodic payments and provide 
for compensation in kind, in the form of future medical care in public facilities. 

• The Special Investigating Unit is probing potential fraud in this area, which has resulted in several arrests. 

The effect of these interventions on state contingent liabilities still needs to be evaluated. Long-term solutions may 50 
re uire wider legal reform which the South African Law Reform Commission is exQloring"'·------------
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Community development 

This function funds access to affordable housing, basic services and public 
transport, and facilitates spatia l transformation and urban development. 
Expenditure in the function will rise from R201.7 billion in 2019/20 to 

R242.2 billion in 2022/23. 

Table 5.11 Com munity development expenditu re 
2019/20 2020/ 21 2021/22 2022/23 Percentage Average 

Revised Medium-term estimates of total annual 

est imate MTEF MTEF 

Rmillion allocation growth 

Community development 201675 212 347 228194 242169 100.0% 6.3% 

of which: 

Humon settlements 41140 39682 40661 42 214 18.0% 0.9% 

Pub lic transport, including 41442 44 718 49008 52181 21.4% 8.0% 

commuter rail 

Local government equitable share 66 973 74 683 81062 87 213 35.6% 9.2% 

Municipal infrastructure grant 14 816 14 671 15 937 16 852 7.0% 4.4% 

Regional and local water and 10 361 11153 11 052 11 512 4.9% 3.6% 

sanitation services 

Electrification programmes 5086 5116 5 257 6 074 2.4% 6.1% 

Total 201 675 212 347 228194 242169 100.0% 6.3% 

of which: 

Compensation of employees 17822 17 560 18 278 19 004 8.0% 2.2% 

Goods and services 13 647 14 969 14 582 15 525 6.6% 4.4% 

Transfers and subsidies 160 827 167 413 179 619 190 697 78.8% 5.8% 

Buildings and other f ixed structures 5992 8085 9332 10409 4.1% 20.2% 

Machinery and equipment 3155 4 092 6113 6 267 2.4% 25.7% 

Source: National Treasury 

Municipalities, provinces and public entities de liver water, sanitation, 
electricity, housing and public transport . As a result, transfers and subsidies 
to these entities make up 78.8 per cent of expenditure in this function . The 
local government equitable share remains the fastest-growing expenditure 
item at 9.2 per cent over the med ium term. 

The Department of Human Settlements will continue to deliver subsidised 
housing over the medium term. The introduction of new conditional grants 
for upgrading informal settlements is postponed until 2021/22 and 
R20.l billion is allocated in 2021/22 and 2022/23 for this grant. 

Econom ic development 

This function promotes faster and sustained inclusive economic growth to 
address the challenges of unemployment, poverty and inequal ity. 

Over the medium term, government has allocated R495 .1 million to the 
Department of Agriculture, Land Reform and Rural Development to 
respond to biosecurity threats, and revitalise laboratories and quarantine 
stations to strengthen inspection services at ports of entry. This w ill 
improve compliance with international standards, and support exports. An 
additiona l RSOO million is reprioritised over the medium term for the 
department to final ise outstanding land restitution claims . 

R500 million reprioritised over 

the M TEF to finalise land 

rest itution claims 
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Small Enterprise Finance 
Agency to support smaller 
businesses through grants 

The Black Business Supplier Development Programme, Cooperat ives 
Incentive Schemes and the Nationa l Informal Business Upliftment Scheme 
are allocated Rl.4 bill ion over the medium term to support small 
businesses and cooperatives. The Small Enterprise Finance Agency will 
collaborate with government and the private sector through a blended 
finance model involving loans and grants to small and medium enterprises 
over the medium term. The Small Enterprise Development Agency is 
allocated R2 .8 billion to provide support to small and medium enterprises, 
incl uding increasing the incubation network in rural areas and townships. 

542 

An additional R60 million is re prioritised to the Competition Commission 1 O 
over the medium term to implement the Competition Amendment Act 
(2018) . Over the same period, R107 .1 million is reprioritised to refurb ish 
27 industrial parks in various townships. 

Table 5.12 Economic development expenditure 
2019/20 2020/21 2021/22 2022/23 Percentage 

Revised Medium-term estimates of total 

estimate MTEF 

R million allocation 

Economic regulation and infrastructure 94467 lOS 311 112 S66 120 2S8 49.7% 

of which: 

Water resource and bulk 27182 31383 36177 39173 15.7% 

infrastructure 
Road infrastructure 46038 49506 51620 54593 22.9% 

Environmental programmes 6998 6950 7 247 7137 3.1% 

Job creation and labour affairs 21 742 22 437 2S 1S8 26 SSS 10.9% 

of which: 

Employment programmes 1 20231 20 753 23 384 24 754 10.1% 

Industrialisation and exports 37 393 39 016 43 672 4S 664 18.9% 

of which: 

Economic development and incentive 16106 16 668 15 929 16165 7.2% 

programmes 
Innovation, science and technology lS 697 16 42S 17191 17 776 7.6% 

Agriculture and rural development 29 608 28 342 29 637 306S8 13.0% 

of which: 

Land reform 2108 1 708 1865 1 717 0.8% 

Agricultural land holding account 2136 989 1 083 1092 0.5% 

Restitution 3 593 3406 3 610 3 939 1.6% 

Farmer support and development 3853 4 071 4 322 4504 1.9% 

Total 198 906 211 S31 228 224 240 911 100.0% 

of which: 

Compensation of employees 52 620 54 334 57 208 59879 25.2% 

Goods and services 59266 63 623 69168 70573 29.9% 

Transfers and subsidies 40999 42408 45 913 50494 20.4% 

Buildings and other fixed structures 31339 36060 41 041 44935 17.9% 

Machinery and equipment 3 929 4 043 3890 3497 1.7% 
1. Includes the Expanded Public Works Programme, the Community Works Programme and the Jobs Fund 
Source: National Treasury 

Average 

annual 

MTEF 

growth 

8.4% 

13.0% 

5.8 % 

0.7% 

6.9% 

7.0% 

6.9% 

0.1% 

4 .2% 

1.2% 

-6.6% 

-20.0 % 

3.1% 

5 .3 % 

6.6% 

4.4% 

6.0% 

7.2% 

12.8% 

-3.8% 

To support industry, R18.5 billion is allocated to the Department of Trade, 
Industry and Competition for business incentives including manufacturing 

20 

30 

40 

and services sector development, and infrastructure investment . In 50 
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addition, Rl.4 billion is set aside to support the commercialisation of 
technological innovation and upgrade infrastructure to strengthen the 
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research and innovation capabil ities of the Council for Scientific and 
Industrial Research and the South African Nationa l Space Agency. 

Economic regulation and infrastructure 

Over the medium term, the South African National Roads Agency Limited 
will mainta in 22 214 kilometres of roads, and provinces plan to resea l 
16 226 kilometres of roads through the provincial roads maintenance 
grant. 

To un lock spectrum for high-speed internet, Rl .9 billion is reprioritised to 
subsidise devices that allow analogue televisions to receive digital signals 
for 2.8 million low-income households, and t o compen sate the South 
African Post Office for associated admin ist rat ion costs. A further 
Rl OO million is allocated for Sentech to operate analogue and digital 
signa ls . 

Responding to climate change and natural disasters 

Extreme weather events are becoming more frequent as a result of climate change. While parts of South Africa continue 
to grapple with a years-long drought, severe floods and storms in KwaZulu-Natal duri ng 2019 damaged infrastructure 
and resulted in the deaths of SO people. Accord ing to the World Economic Forum, extreme weather, natural disasters 
and climate action failure are three of the top five global risks in 2020. Since 2019, government has allocated R6.3 bil lion 
for drought relief projects and R660 million for flood relief. Yet reactive responses to disasters are inefficient and costly. 
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The National Treasury is exploring ways to improve t he immediate fiscal response to disasters and the fiscal management 20 
of government's response to the long-term effects of cl imate change. 

Government provides funding for disaster response and recovery mainly through cond itional grants. Funds are ava ilable 
for emergency housing and temporary infrastructure repairs, wh ile social development departments provide assistance 
such as food parcels. Ring-fenced allocations in conditional grants then fund rebuilding of damaged infrast ructure, 
including subsidised houses. However, the release of funds is often slow, and these are not always spent as planned. 
The National Treasury and the National Disaster Management Centre will review the funding system during 2020. 

Infrastructure design and construct ion can become more resilient to extreme weather. Submission guidelines for fund ing 
requests from the Budget Facility for Infrastructure will be adjusted to incorporate climate resilience. Government is 
also considering making ecological infrastructure, such as wetlands that can reduce flood damage, eligible for 
infrastructure grant funding. Projects with positive cl imate impacts are eligible for grant and concessional loan financing 30 
through international green f inancing initiatives. The energy efficiency demand side management grant is already using 
this funding to roll out renewable-energy projects in municipal buildings. 

South Africa has joined the Network of Central Banks and Supervisors for Greening the Financial System, which focuses 
on in it iatives in sustainable finance . During 2020, the National Treasury w ill publish a paper on financing a susta inable 
economy, and the process to establish minimum practice and standards for emerging environmenta l risks. The National 
Treasury is also exploring tools to assess and anticipate the effects of climate change across budget-related areas. ____ _. 

Peace and security 

The peace and security function aims to ensure the safety of the country, 
in particular through an efficient and effect ive criminal justice system. 

Over the medium term, funds have been reprioritised from the South 
African Police Service - the largest component of this function - to other 
departments and entities w ithin the function t o implement t he integrated 
crim inal justice strategy. The Department of Just ice and Const itutional 
Development will receive Rl.8 billion, mainly to enhance prosecution 
capacity in the National Prosecut ing Authority (NPA), includ ing the sexual 
offences and community affairs unit established to address gender-based 
violence against women and children . These funds will also help to 
operationalise the Investigative Directorate, capa citate various anti
corrupt ion units and establi sh five additional specialised commercia l 
crimes courts to ensure their presence in each province. In addit ion, 
R985 m illion is repriorit ised t o the Directorate for Priority Crime 

Funds reallocated to enhance 

capacity at NPA, and 

investigate and prosecute 

corruption 
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Investigation to appoint additional investigators, primarily to address the 
backlog of corruption cases. 

Table 5.13 Peace and security expenditure 
2019/20 2020/21 2021/22 2022/23 Percentage Average 

Revised Medium-term estimates of total annual 

estimate MTEF MTEF 

Rmillion allocation growth 

Defence and state security so 766 Sl 378 48 932 so 439 22 .6% -0.2% 

Police services lOS 163 106 127 110 7S8 114186 49 .6% 2.8% 

Law courts and prisons 48 448 49 604 Sl 992 S3 641 23 .3% 3.S% 

Home affairs 9 988 9 891 9 609 10 S38 13.8% 1.8% 

Total 214 365 217 001 221291 228 804 100.0% 2.2% 

of which : 

Compensation of employees 146 536 147 850 154 231 158 667 69.1% 2.7% 

Goods and services 47 742 47118 49 782 51 002 22.2% 2.2% 

Transfers and subsidies 13 013 13 839 9951 10269 5.1% -7.6% 

Buildings and other fixed structures 2 674 3161 3 285 3 411 1.5% 8.4% 

Machinery and equipment 
Source: National Treasury 

R831 million reprioritised for 

border security 

Funds reprioritised for census 

and allocated to South African 

Revenue Service 
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4135 4 914 3 975 5382 2.1% 9.2% 

To safeguard the country's borders, R831 million is reprioritised from the 
pol ice to the departments of Defence and Home Affairs. These allocations 
will pay for equipment and technology to enable the m ilita ry to broaden 
coverage of the borders, and the Department of Home Affairs to profile 
passengers before they reach ports of entry and minimise security risks. In 
addition, R255 million is reprioritised to the Independent Electoral 
Commission in 2020/21 to procure 38 000 voter registration devices. 

General public services 

This function aims to build a capable, ethical and developmental state . This 
requires professional and responsive publ ic servants, as well as engaged 
citizens. 

Public administrat ion and fiscal affairs grows fastest over the medium term 
as R3.1 billion was reprioritised to Statistics South Africa over the MTEF 
period to conduct the population census in 2021/22. In addition, Rl billion 
is allocated to the South African Revenue Service to improve its 
information communications technology capacity and operations. 

To fund critical priorities over the medium term, R74.5 mill ion is 
reprioritised within the function. The Auditor-General of South Africa 
receives R374 million as a direct charge against the National Revenue Fund 
to support audits in financially distressed municipalities and entities . 
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Table 5.14 General public services expenditure 
2019/20 2020/21 2021/22 2022/23 

Revised Medium-term estimates 

estimate 

R million 

Executive and legislative organs 14 202 14 S71 14 443 

Publ ic administration and 44 342 47 277 so 414 

fiscal affairs 

External affairs 7 793 8161 8 381 

Total 66 337 70 009 73 238 

of which: 

Compensation of employees 32 022 32849 33 935 

Goods and services 21621 24638 26 881 

Transfers and subsidies 8861 9201 9329 

Buildings and other fixed structures 2129 1 683 1569 

Machinery and equipment 1 051 863 925 
Source: National Treasury 

I Conclusion 

The 2020 Budget includes significant expenditure reductions. Cost 
pressures, including new and urgent priorities, are funded through a 
combination of reallocations and reprioritisations over the MTEF period . 
Despite these fiscal measures, government debt as a share of GDP 
continues to increase. Debt-service costs remain the fastest-growing 
expenditure item at an annual average rate of 12.3 per cent, and will 
increase to R290.1 billion in 2022/23. 

lS 028 

so 279 

8 7S8 

74 064 

35460 

25 779 

9819 

1517 

936 

Percentage Average 

of total annual 

MTEF MTEF 

allocations growth 

20.3% 1.9% 

68.1% 4.3% 

11.6% 4 .0% 

100.0% 3.7% 

47.0% 3.5 % 

35.6% 6.0% 

13.0% 3.5 % 

2.2% -10.7% 

1.3% -3.8% 
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Division of revenue and spending by 
provinces and municipalities 

In brief 

• Over the next three years, after providing for debt-service costs, the contingency reserve and provisional 
allocations, 48.2 per cent of nationally raised funds are allocated to national government, 43 per cent to provincia l 
government and 8.8 per cent to loca l government. 

• The division of revenue redistributes revenue based on need, with taxes raised mainly in wealth ier areas fund ing 
poorer provinces and municipalities. 

• The budget supports the development of a more capable state at sub-national level. Incentive programmes reward 
good performance and a range of capacity-building measures are in place .. To improve infrastructure delivery, a 
new approach to project preparation in cities is Introduced. 

• Where provinces and municipalities fail to meet basic standards, national government is prepared to impose 
consequences, including by intervening and withholding transfers. These measures have led to a significant 
increase in the number of municipalities with funded budgets in 2020/21. 

I Overview 

P rovinces and municipal ities account for the majority of publ ic 
spending in South Africa . Bu ild ing a capable state that is able to 
deliver on its developmental mandate therefore requ ires provinces 

and municipalities to have the capacity to spend efficiently. It is also 
important to ensure problems are addressed t imeously. Over the past few 
years, a number of programmes have been implemented to strengthen 
provincial and munici pal capacity. 

Government investment can stimulate demand in the economy and create 
a foundation for future growth, provided that it is well spent. But wasteful 
spending and corruption undermine the abil ity of governments to translate 
budgeted resources into delivery of services. The resulting collapse of basic 
functions like water reticulation, sewage treatment and safe roads in some 
parts of the country imposes hardships on communities and increases the 

A capable state requires 

provinces and municipalities 

that can spend efficiently 
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Provinces and municipalities 

need to become more 

accountable to residents for 
haw they spend public money 

cost of doing business. For public spending to achieve value for money, the 
fundamentals of governance need to be fixed at all levels. 

The 2020 Budget protects the transfers that deliver the greatest value, 
wh ile reducing those spent less effectively. Improving spending efficiency 
requ ires greater accountability from provinces and municipalities -
especially to the residents who are entitled to these services. Over the 
period ahead, national government will continue to fund provinces and 
municipalities, work with them to bu ild capacity, and ensure that 
underperforming sub-national governments face consequences. 

I Division of revenue 

Over the medium-term expenditure framework (MTEF) period, after 
budgeting for debt-service costs, the contingency reserve and provisional 
allocations, 48.2 per cent of nationally raised funds are allocated to 
national government, 43 per cent to provinces and 8.8 per cent to local 
government. 

Table 6.1 Division of nationally raised revenue 
2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 Average 

Outcome Revised Medium-term estimates 

estimate 

R billion 

Division of available funds 

National departments 555.6 592.6 634.3 739.5 757.7 768.9 797.8 

of which: 

Indirect transfers to 3.6 3.8 3.9 3.9 4 .1 4.8 5.1 

provinces 
Indirect transfers to 8.1 7.8 7.8 7.0 7.6 7.2 8.2 

loco/ government 

Provinces 500.4 538.6 572.0 612.8 649.3 692.0 730.7 

Equitable share 410.7 441.3 470.3 505.6 538.5 574.0 607.6 

Conditional grants 89.7 97 .2 101.7 107.3 110.8 118.0 123.1 

Local government 102.9 111.1 118.5 125.0 132.5 142.4 151.4 

Equitable share 50.7 55.6 60.8 67 .0 74.7 81.1 87 .2 

Conditional grants 40.9 43 .7 45 .3 44.9 43.8 46.2 48.1 

Genera l fuel levy 11.2 11 .8 12 .5 13 .2 14.0 15.2 16.1 

sharing with metros 
Provisional allocation - - - - -7.8 -16 .1 -34.9 

not assigned to votes 1 

Non-interest allocations 1158.9 1242.3 1324.8 1477.3 1 531.7 1 587.2 1645.1 

Percentage increase 3.9% 7.2% 6.6% 11 .5% 3.7% 3.6% 3.6% 

Debt-service costs 146.5 162.6 181.8 205.0 229.3 258.5 290.1 

Contingency reserve - - - - 5.0 5.0 5.0 

Main budget expenditure 1305.4 1404.9 1 506.6 1682.3 1 766.0 1850.7 1940.2 

Percentage increase 4.9% 7.6% 7.2% 11.7% 5.0% 4.8% 4.8% 

Percentage shares 

National departments 47.9% 47.7% 47.9% 50.1% 49.2% 48.0% 47.5% 

Provinces 43.2% 43.4% 43.2% 41.5% 42.2% 43.2% 43.5% 

Local government 8.9% 8.9% 8.9% 8.5% 8.6% 8.9% 9 .0% 
. . 

1. Includes proposed compensation reductions, support to Eskom, amounts for Budget Fact/tty for Infrastructure 
projects and other provisional a/locations 

Source: National Treasury 
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Most conditional grants have 
been reduced, taking into 
account post performance 

Conditions attached to 
integrated city development 
grant funding 

68 

Reductions to transfers 

As outlined in the 2019 Medium Term Budget Policy Statement (MTBPS), 
most conditional grants have been reduced as part of efforts to limit 
growth in government expend iture and ensure publ ic debt is sustainable . 
To manage the effect on servi ces, these red uctions take into account: 

• Past spending and performance 

• Whether the grant funds salaries, medicines and food 

• Whether there has been significant real growth in allocations in recent 
years. 

Where possible, the National Treasury has reduced transfers that are more 1 O 
likely to go unspent or to be spent less effectively. Accordingly, grants that 
have persistently underperformed have been reduced by larger amounts. 
The largest proportional reduct ion to local government grants in 2020/21 
has been made in the public transport network grant, because only six of 
the 13 cities rece iving the grant have successfully launched public transport 
systems. The three cities that have shown the least progress - Buffalo City, 
Msunduzi and Mbombela - have been suspended from the grant and will 
not receive allocations in the 2020 MTEF period. 

Larger reductions are also made to grants to urban municipalities, which 
have more capacity to offset cuts by increasing their own-revenue 20 
investments. 

Proposed changes to the wage bill , once effected, will result in reductions 
to the provincial equitable share in the 2020/21 adjustment budget. These 
reductions will be fully offset by the lower compensation spending by 
provinces as a result of the revised wage agreement. 

Building capability for infrastructure delivery 

The National Treasury continues to expand the tools avai lable for provinces 
and municipalit ies to improve spending. Weaknesses in preparing and 
authorising projects and programmes are one of the main causes of poor 
performance on infrastructure transfers . The Infrastructure Delivery 
Management System has helped provinces build infrastructure un its with 
qualified staff and institutional ise best pract ices. In the 2020 Budget, cities 
will receive grant funding through the integrated city development grant 
to institutionalise an effective system for preparing programmes and 
projects. Metros will only be eligible for this funding if they: 

• Have not had an adverse or disclaimed audit opinion in the last two 
financial years 

• Have formally adopted the Cities' Infrastructure Del ivery and 
Management System guidelines 

30 

• Establish a programme and project approval committee to authorise 40 
work 

• Commit to co-financing contributions and budget management 
arrangements. 

National government provides a broad range of capacity-support grants 
and programmes for local government. This system is under review; 
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reforms to improve its effectiveness are likely to be implemented 

from 2021/22. 

Past performance 

Underspend ing has stabilised across national and provincial government. 
In 2018/19, national expenditure, exclud ing direct charges to the National 
Revenue Fund, amounted to R820.9 billion out of a total adjusted 
appropriation of R831.6 billion . This amounted to underspending of 
1.3 per cent. Provincial government underspent its adjusted budget of 
R598.6 billion for 2018/19 by R7 .7 bill ion (1.3 per cent), compared with 
R5 .8 bil lion (1 per cent) in the prior year. Spend ing on provincial 
cond it ional grants declined slight ly, from 97.7 per cent in 2017/18 to 
96.6 per cent in 2018/19. About 38 per cent (Rl.2 bill ion) of the 
R3.2 billion in unspent grant funds was returned to the National Revenue 
Fund because the funds were not comm itted to identifiable projects. 

Spend ing outcomes for 2018/19 varied across the 257 municipalities. 
Many local governments adopted unrealistic spending plans. As a resu lt, 
211 municipalities underspent the ir operating budgets and 
214 municipalities underspent their capital budgets. This was a slight 
improvement from the previous year. 

Of the R33 .6 billion in specific purpose cond itional grants tran sferred to 
mun icipalities in 2018/19, R27.2 billion (80.1 per cent) was spent - down 
from the 93 per cent spent in 2017 /18. This decline was partly due to 
underspending on drought relief funds allocated in the middle of the 
financial year. 

Spending outcomes also varied across grants. The spending rate among 
infrastructure grants was highest in the municipal infrastructure grant, 
which spent 92. 7 per cent of t ransferred funds . This was achieved by 
closely monitoring municipal spending, and stopping transfers and 
reallocating funds in-year when the Department of Cooperative 
Governance identified that a municipal ity was not performing. 
Municipalit ies applied to roll over R4.4 billion of the unspent grant funds 
to 2019/20, but only Rl.9 billion was found to meet the requirements. 

I Provincial revenue and spending 

Provinces are responsible for providing social services. Th is includes public 
basic educat ion for 12.5 million learners and healthcare for 49.1 million 
South Africans who do not have private insurance. Most rec ipients access 
these services free of charge or for low fees. Provinces do not have 
significant taxation powers, so the division of revenue compensates them 
for the cost of the services they provide through transfers. These account 
for an average of 95 per cent of provincial revenues. 

More than 80 per cent of transfers to provinces are allocated through the 
equitable share, which is based on a formula incorporating the 
demographic factors that affect demand for services, such as the school
age population and the populat ion without medical aid . These factors are 
updated annually. Further improvements to the formula are expected to 
be announced in the 2020 MTBPS. Provinces are responsible for drawing 

Underspending has stabilised 

at just above 1 per cent across 

national and provincial 

govern ment 

Spending outcomes varied 

considerably in loco/ 

government, with significant 

underspending 

Transfers to cover the cast of 

providing social services 

accoun t for 95 per cent of 
provincial revenues 
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up their own budgets and prioritising the use of these funds to meet their 
mandates. 

Table 6.2 Provi ncia l equitable share 
2019/20 

Rmillion 

Eastern Cape 68 824 

Free State 28 187 

Gauteng 102 448 

KwaZulu-Natal · 106 014 

Limpopo 58 965 

Mpumalanga 41428 

Northern Cape 13 424 

North West 34 973 

Western Cape 51291 

Total 505 554 
Source: National Treasury 

2020/ 21 2021/22 2022/23 Average annual 

Medium-term estimates MTEF growth 

71415 75 306 78 841 4 .6% 

30 017 31897 33 657 6.1% 

112 118 121121 129 908 8.2% 

111442 117755 123 544 5.2% 

62 329 66 256 69 935 5.9% 

44105 46 996 49 724 6.3% 

14 290 15 207 16 068 6.2% 

37 548 40 174 42 682 6.9% 

55 208 59 276 63 194 7 .2% 

538 472 573 990 607 554 6.3% 

Although wages account for a growing share of provincial budgets, 
provinces generally manage to remain within their planned spending for 
compensation. Over the past three financia l years, provinces have on 
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aggregate spent less than they budgeted to on wages, and in 2018/ 19 only 20 

Some provinces have foun d 

ways to achieve cost savings 
and reduce pressure in core 

social fun ctions 
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one province exceeded its compensation budget. 

Without changes to the provincial wage bill, however, slower growth in 
transfers implies that spending on compensation of employees is likely to 
rise from 60 per cent of provincial budgets in 2019/20 to 63 per cent by the 
end of the 2020 MTEF period . To limit the effect of this compositional 
change on services, provinces are finding ways to reduce costs . These 
include merging provincial public entities, improving integrated planning 
to avoid duplication of services, enhancing contract management to avoid 
overpricing of projects, centralising the approval process for appointing 
new employees, curbing overtime and exploring new revenue sources. 

The guidelines for the budget process this year included a call for all 
departments to identify savings of between 5 and 7 per cent of their 
budgets in each year of the MTEF period. Some provinces struggled to 
achieve these savings . Others used the opportunity to make reductions and 
reprioritise savings for other priorities . Some provinces set aside 
unallocated amounts to reduce pressure in functions like health, roads and 
scholar transport; to settle unpaid bills and medico-legal claims; and to 
respond to disasters. 

Desp ite the constrained fiscal environment, government cont inues to 

30 

increase funding for early education . An additional Rl.4 billion is allocated 40 
to the early childhood development grant over the medium term. Provinces 
have also pri oritised early-grade reading. Their budgets for the 2020 MTEF 
period are expected to provide funds for upskilling teachers and subject 
advisors, assessing students' reading ability and providing additional 
reading material. 
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Progress in turning around financial management in North West province 

In April 2018, following extensive protests by residents over the poor quality of public services in North West, national 
government placed the provincial government under intervention, as authorised by the Constitution. 

National departments are responsible for managing the interventions in their provincial counterparts. Five national 
departments took responsibility for delivering the mandates of their North West counterparts. Another five departments, 
including the National Treasury, issued directives to their provincial counterparts, which outlined the provincial 
department's failure to meet its obligations and the corrective steps required. 

The Nationa l Treasury's intervention in the provincia l treasury involves three phases. The first phase, to stabilise provincial 
finances, has been completed, with 72 per cent of the Nat ional Treasury's directives implemented. These included a 

552 

financial and governance review of the North West Development Corporation, which revealed serious maladministration 1 O 
after oversight of this entity was shifted to the Office of the Premier. To Improve governance, oversight responsibility has 
been returned to the Department of Economic Development, Environment, Conservation and Tourism. Irregular contracts 
across a wide range of activities, from project management offices to scholar transport, have been identified and 
terminated. The provincial treasury has initiated a project to develop contract registers and identify irregular expenditure 
in municipalities. 

The North West treasury was tasked with ensuring that all the province's departments are appropriately funded for the 
services they have to deliver. Health has been a particular focus. As a result, the budget of the provincia l health department 
was increased by 10.5 per cent between 2018/19 and 2019/20. Between March 2016 and December 2019, the province 
filled 235 critical positions for medical practitioners and specialists, and 1064 nursing posts. 

The second phase of the intervention, from September 2019 to August 2020, aims to strengthen supply chain 20 
management. It will focus on improving audit outcomes, investigating irregular and wasteful expenditure, and intensifying 
forensic investigations. The third phase, beginning in September 2020, will monitor ongoing implementation. 

Changes in conditional grants 

Changes are made to the structure of condit ional grants to better align 
them w ith government's evolving policy object ives. In 2020, the National 
Treasury w ill work w ith the Department of Health to develop a strategy to 
align changes to health conditional grants with national health insurance 
reforms. These changes include accelerating the delivery of improved 
infrastructure for hospitals and clinics. In 2020/21 a development 
component will be reintroduced in the national tertiary services grant. This 
component will fund the development of specialised services in historically 
underse rved provinces. Grants funding the training and development of 
health professiona ls have also been merged to form a new statutory 
human resources, training and development grant. 

Government has shifted the emphasis of housing policy from build ing 
costly subsidised units to providing serviced sites where residents can 
invest in improvements. Funding for this purpose is ring-fenced in the 
informal settlements upgrading components of the human settlements 
development grant and the urban settlements development grant. 

Other changes aim to improve the effectiveness of conditional grant 
spending. The 2020 Division of Revenue Bill wil l enhance requirements for 
information sharing where provincial conditional grants are t ransferred to 
public entities or municipal ities to implement projects. These measures 
will improve coordination between different parts of government working 
on projects in the same area, in line with the district development model 
being led by the Department of Cooperative Governance. 

If a municipality or province does not adhere to grant condit ions or is not 
spending its allocated funds, then further transfers can be withheld or 
reallocated to another recipient. The bill wi ll require grant recipients to 
report the reasons why funds we re withheld or reallocated in their annual 

Grant to be expanded to 
develop specialist health 
services in underserviced areas 

A shift from building costly 
subsidised housing ta 
providing serviced sites where 
people can build and invest 
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financial statements, and the measures they are taking to avoid this 
occurring in future. 

Table 6.3 Conditio nal grants to provinces 
2019/20 2020/21 2021/22 2022/23 MTEF total 

Adjusted Medium-term estimates 

R million budget 

Direct conditiona l grants 

Comprehensive agricultural support programme 1538 1 522 1620 1672 4 814 

llima/Letsema projects 538 549 614 632 1 795 

Community library services 1501 1479 1584 1667 4 730 

Education infrastructure 10 514 11008 11 710 12 255 34 973 

National school nutrition programme 7 186 7 666 8125 8 516 24 308 

HIV, TB, malaria and community outreach 22 039 24 387 27 931 29 405 81 723 

Health facil ity revitalisation 6 007 6 368 6 658 7 034 20 060 

Statutory human resources, training and development 3 846 4 155 4 333 4 494 12 982 

National tertiary services 13 186 14 069 14 694 15 294 44 057 

Human settlements development 18 780 16 621 13 414 13 871 43 905 

Informal settlements upgrading partnership 3 890 4121 8 011 

Provincial roads maintenance 11442 11593 11938 12 507 36 037 

Public transport operations 6 326 6 750 7 121 7 090 20 961 

Other direct grants 4 360 4 619 4 330 4 580 13 529 

Total direct conditional grants 107 263 110 785 117 962 123 137 351 883 

Indirect transfers 3 941 4060 4 824 5 076 13 961 

School infrastructure backlogs 1987 1 736 2 295 2 424 6 456 

National health insurance indirect 1909 2 288 2 529 2 652 7 469 

llima/Letsema projects 45 36 36 

Source: National Treasury 

I Municipal revenue and spending 

Unl ike provinces, municipalities have significant revenue-raising powers. 
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Municipa l property rate col lections, for example, amount to more than 30 

Diverse range of municipalities 

includes cities that can raise 

substantial revenue and poor 

rural municipalities 
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1 per cent of GDP, roughly equivalent to national customs duties. Most 
munici pal revenue is generated from the sale of services such as water and 
electricity, so collecting fees owed for these services is foundational to 
sustainable municipa l services. 

Yet South Africa's 257 municipalities are also diverse, ranging from cities 
with large revenue-raising potentia l from property rates and the sale of 
services, to rural municipalities where most residents are very poor and 
the municipal budget is primarily funded from transfers. 

While own revenues account for the majority of municipal resources, 
transfers through the division of revenue make up about 30 per cent of 40 
aggregate municipal budgets and can account for more than 80 per cent of 
budgets in rural municipalities. The largest of these transfers is the local 
government equitab le share, which is allocated through a formula that 
incorporates the number of poor households in each municipality and the 
cost of free basic services. The formu la provides additi onal su pport to 
municipa lit ies with lower revenue-raising capacity and includes 
RS.4 bil lion for maintenance. 
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Municipalities also earn revenue from levying charges on developers to 
connect new developments to municipal services . The draft Municipal 
Fiscal Powers and Functions Amendment Bill proposes new, uniform 
regulations for these development charges, strengthening the revenue
raising framework for municipalities. This bill, which was published for 
public comment in January 2020, can be found on the National Treasury 

website. 

The 2020 Budget includes funding to support pilot initiatives to improve 
municipal revenue collection. The National Treasury w ill work with 
selected municipalities that have large outstanding debts to bulk suppliers, 
including Eskom, as a result of customer non-payment. Smart meters will 
be retrofitted in these municipalities to test whether revenue collections 
increase sufficiently to pay for the meters and recover associated costs. If 
so, further rollout of smart meters may be funded by borrowing against 
future revenue increases. The Department of Cooperative Governance has 
also been funded to run a payment culture campaign . 

Table 6.4 Transfers to loca l government 

Improving regulation of 

development charges will 

increase municipal revenue 

2019/20 2020/21 2021/22 2022/23 MTEF total 
Adjusted 

Medium-term estimates 
R million budget 
Equitable share and related 68 973 74 683 81062 

General fuel levy sharing with metros 13167 14 027 15182 

Direct conditional grants 45 068 43 819 46198 

Municipal infrastructure 14 816 14 671 15 937 

Integrated urban development 857 948 1015 

Urban settlements development 12 045 11282 7 405 

Informa l settlements - - 3 945 

upgrading partnership 

Integrated national electrification 1863 1859 2 003 

programme (municipal) 

Public transport network 6 468 6 446 6 797 

Water services infrastructure 3 669 3 445 3 620 

Regional bulk infrastructure 2 066 2 006 2156 

Other direct grants 3 283 3 162 3 320 

Total direct transfers 127 209 132 529 142442 

Indirect transfers 7 024 7 628 7 229 

Integrated national electrification 3 124 3 001 2 994 

programme (Eskom) 
Regiona l bulk infrastructure 3 094 3 857 3 275 

Other indirect grants 806 770 959 
Source: National Treasury 

Government continues to reform the system of conditional grant transfers 
to local government based on the principles set out in the 2019 Budget 
Review. In 2020, the scope of the municipal infrastructure grant will be 
expanded to allow the purchase of specia lised waste management vehicles 
and broaden waste col lection services to more poor households. 

87 213 

16 085 

48147 

16 852 

1 075 

7 352 

4 181 

2 119 

7 119 

3 701 

2 281 

3 467 

151445 

8161 

3 688 

3 455 

1017 

242 958 

45 294 

138163 

47 460 

3 038 

26 039 

8126 

5 981 

20 362 

10 767 

6442 

9 949 

426 416 

23 017 

9 684 

10 587 

2 747 

The structure of the fiscal framework for local government is refined in 
each budget. In 2020, the Min ister of Finance will host a special lekgotla of 
the Budget Forum - the intergovernmental structure established to 
facilitate formal consultation on local government finances - to review the 

Minister of Finance to host 

special Budget Forum in 2020 

to review municipal funding 

model 
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Collaborations to promote local economic development 

Although local economic development projects often focus on small areas, they usually require collaboration among 
stakeholders across government, the private sector and community organisations to succeed . Several examples of recent 
collaborative initiatives are highlighted below. 

• Purpose-built coalitions that serve to build partnerships can bring different stakeholders together to drive local 
projects. In Nelson Mandela Bay, the Real Baakens Group was formed in 2017 by social activists, business people, 
municipal officials and spatial development experts to restore a river valley running through the city. The group 
engaged with the municipality to unblock stalled projects and mobilise · resources to clean sewage spills and 
stormwater litter traps, and fix water leaks. The renewed Baakens Valley has the potential to be a well-used park, 

557 

event space and tourist attraction. 1 O 
• The Department of Trade, Industry and Competition is implementing the Industrial Park Revitalisation Programme, 

wh ich aims to attract investment by improving infrastructure in existing industrial parks, many of which are located 
in low-income areas. The department is working with mun icipalities that are responsible for many of the services 
needed. The National Treasury's Cities Support Programme is also supporting Ekurhuleni, eThekwini, Tshwane and 
Mangaung to revitalise targeted parks, some of wh ich are not operating optimally because of erratic electricity supply 
or protests by local residents. Cities will be supported to resolve these constraints. 

• Although township economic development initiatives have helped to improve qual ity of life through investment in 
public infrastructure and privately owned shopping centres, they have been insufficient to address the broader legacy 
of dislocation. The Cities Support Programme is promoting an approach to township economic development that 

76 

recognises that many factors affect township economies, and that more participatory and collaborative approaches 20 
are required. Taking lessons from Gauteng's Tshepo 1 Million Programme; a three-year programme to pilot this 
approach was launched in five metros in December 2019. 

~~~~~--~~~~~~~ 

I Conclusion 

National government continues to support provinces and municipalit ies to 
deliver their mandates, but will impose consequences where local 
governments vio late public finance laws. 
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Government debt and 
contingent liabilities 

In brief 

• Over the past year, government's gross borrowing requirement has risen by R71.9 billion to R407.3 billion. 

• Governmeht has financed this steep increase in a responsible manner, despite a deteriorating fiscal position resulting 
from weak economic growth and the precarious finances of state-owned companies. 

• Deep and liquid domestic capital markets remain the primary source of financing over the next three years. 

• Gross loan debt is expected to increase to R4.38 trillion, or 71.6 per cent of GDP, by 2022/23, with foreign debt 
averaging 9.6 per cent of gross debt over the medium term. Net loan debt is expected to reach R4.15 trillion, or 
67.8 per cent of GDP, by 2022/23. 

• Contingent liabilities are expected to increase from R979.9 billion in 2019/20 to Rl.16 trillion by 2022/23 . 

• The risk to South Africa's credit ratings became more pronounced in 2019. Only Moody's and Ratings and Investment 
Information (R&I) rate the country's debt at investment grade. 

I Overview 

0 ver the past year, government's gross borrowing requirement - the 
budget balance plus maturing loans - has increased by 
21.4 per cent to R407.3 billion. Borrowing is expected to reach 

R497 .5 billion in 2022/23. The steep increase is the result of weak 
economic growth, the deteriorating fiscal position, an increase in domestic 
bond redemptions and large-scale support to distressed state-owned 
companies. About 90 per cent of government debt is rand-denominated, 
shie lding government from some volatility in debt costs due to fluctuations 
in the exchange rate . However, higher yields, especially on longer-dated 
domestic bonds, have increased borrowing costs. 

Government's gross borrowing 

requirem ent grew by 

Debt and debt-service costs will continue to rise over the medium term. 
Gross loan debt is estimated to increase from R3.18 trillion (61 .6 per cent 
of GDP) in 2019/20 to R4.38 trill ion (71 .6 per cent of GDP) in 2022/23. Net 
loan debt is estimated to increase from R2.94 trillion (57 per cent of GDP) 

21.4 per cent over the past 

year 
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2020 BUDGET REVIEW 

Prudent debt management 
strategies allow governmen t 
to fin ance higher borrowing 
requirements 

Government's financing 
strategy remains efficient and 
cost-effective, and minimises 
risk 

in 2019/20 to R4.15 trillion (67.8 per cent of GDP) in 2022/23 . Contingent 
liabilities - mainly guarantees to state-owned companies - are projected 
to reach R979.9 billion on 31 March 2020 . 

Government's long record of prudent debt management has enabled the 
National Treasury to consistently match higher borrowing requ irements 
without dramatically increasing the cost of debt. Nonetheless, prudent 
debt management cannot substitute for sustainable public finances, or for 
a growing economy. Debt is not expected to stabilise over the med iu m 
term. The risk to South Africa's remaining investment-grade credit ratings 
has become more pronounced. As discussed in Chapter 3, urgent 
interventions are required to stabilise the public finances. 

I Financing strategy 

Despite the challenging economic environment, government has 
continued to implement an efficient and cost-effective financing strategy. 
Global and domestic economic trends are considered when establishing 
the mix of funding instruments and maturities, as well as risk and debt 
management plans. The strategy prioritises funding liquidity - that is, the 
ability to make agreed-upon payments in a timely manner - while 
minimising refinancing and currency risk, without compromising the 

559 

10 

efficient function ing of the domestic bond market. 20 

In 2020/21, the borrowing requirement will be R432 .7 billion. To ensure a 
diversified debt portfolio that spreads risk, the requirement will be met 
from short- and long-term borrowing in the domestic market, and from 
foreign-currency loans. Short-term borrowing consists of Treasury bills 
with maturities of 12 months or less and bridging finance from the 
Corporation for Public Deposits . Long-term loans include fixed -rate, 
inflation-linked and retail savings bonds. Foreign-currency loans will be in 
the form of fore ign bonds. Government is preparing to issue a domestic 
Islamic bond in 2020/21. In addition, government is considering borrowing 
from multilateral institutions to finance infrastructure projects, with the 30 
benefit of additional technical expertise. 

Government's strategic portfolio risk benchmarks help to ensure that the 
debt structure is configured to minimise risk. The debt portfolio is expected 
to remain within the current benchmarks during 2020/21 . 

Table 7.1 Performance against strategic portfolio risk benchmarks 

Description 

Treasury bills as% of domestic debt1 

Long-term debt maturing in 5 years as% of bonds 

Inflation-linked bonds as% of domestic debt 

Foreign debt as % of total debt 

Weight ed term-to-maturity of fixed-rate bonds and Treasury bills (years) 

Weighted term-to-maturity of inflation-l inked bonds (years) 

Other Indicators (weighted average) 

Term-to-maturity of total debt (years) 

Term-to-maturity of foreign debt (years) 

Benchmark 

range or limit 

15 

25 

20-25 

15 

10-14 
14-17 

1. Excludes borrowing from the Corporation for Public Deposits and retail savings bonds 
Source: National Treasury 
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2019/20 2020/21 

Estimates 

11.8 12.0 

11.3 14.6 

22 .9 23 .3 

10.1 9 .5 

12 .8 11.8 
13 .8 12.6 

13 .0 11 .8 

13 .1 11.5 
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CHAPTER 7 : GOVE RNMENT DEBT AND CONTIN GENT LI A BI LI TIES 

T bl 7 2 F. f b 1 
a e mancme: o nat1ona e:overnment e:ross orrowml! re1]u1rement 

2018/19 2019/20 2020/21 2021/22 2022/23 

R million Outcome Budget Revised Medium-term estimates 

Main budget balance -231342 -2SS 243 -337 S08 -367 999 -366 374 

Redemptions -lS S70 -80 088 -69 743 -64 699 -63 S31 

Domestic long-term loans -13 529 -30 596 -19 535 -52 465 -59 239 

Foreign loans -2 041 -49 492 -50 208 -12 234 -4 292 

Total -246 912 -335 331 -407 2S1 -432 698 -429 90S 

Financing 

Domestic short-term loans 14 061 2S 000 36 000 48000 48000 

Treasury bills (net) 14 039 15 000 26 000 48 000 48 000 

Corporation for Public Deposits 22 10000 10000 - -
Domestic long-term loans 183 003 216 000 298 900 337 700 337 400 

Market loans 183 503 216 000 299 189 337 700 337 400 

Loans issued for switches -500 - -289 - -
Foreign loans 2S 2S8 28 S20 76 OS2 29 260 44 790 

Market loans 25 258 28 520 76 052 29 260 44 790 

Loans issued for switches - - - - -

Change in cash and other balances 
2 24 S90 6S 811 -3 701 17 738 -28S 

Cash balances -2 274 71644 -724 12 596 -5 321 

Other balances3 26 864 -5 833 -2 977 5142 5 036 

Total 246 912 335 331 407 2Sl 432 698 429 90S 

Percentage of GDP 5.0% 6.2% 7.9% 8.0% 7.5% 

1. A longer time senes 1s presented m Table 1 of the stat1st1Cal annexure at the back of the Budget Review 
2. A positive value indicates that cash is used to finance part of the borrowing requirement 
3. Differences between funds requested and actual cash flows of national departments 
Source: National Treasury 

Domestic short-term borrowing 

-3S9 348 

-138137 

-122 937 

-15 200 

-497 48S 

SS 000 

55 000 

-

385 800 

385 800 

-
S3 200 

53 200 

-
348S 

-1647 

5132 

497 48S 

8 .1% 

Short-term loans are made up of a highly liquid Corporation for Public 
Deposits borrowing facility and Treasury bills. During 2019/20, government 
issued an additional R11 billion in Treasury bills (relative to 2019 Budget 
projections) to partly finance the higher gross borrowing requirement. 
Loans from the Corporation for Public Deposits increased from 
R17 .3 billion to R27.3 billion. Over the medium term, Treasury bill issuance 
will amount to 12.4 per cent of total domestic borrowing. 

Treasury bill issuance will 
amount to 12.4 per cent of 
total domestic borrowing over 
medium term 

In 2020/21, net Treasury bill issuance will amount to R48 billion, while 
borrowing from the Corporation for Public Deposits will remain unchanged 
at R27.3 billion. 

Table 7.3 Domestic short-term borrowing 
2019/20 2020/21 

Opening Net Closing Net Closing 

Rmillion balance change balance change balance 

Corporation for 17 278 10000 27 278 - 27 278 

Public Deposits 

Treasury bills 307 360 26 000 333 360 48 000 381360 

91-days 17 000 -4 729 12 271 3 329 15 600 

182-days 59 818 -2 604 57 214 11556 68 770 

273-days 98 504 9 840 108 344 16 066 124 410 

364-days 132 038 23 493 155 531 17 049 172 580 

Total 324 638 36000 360 638 48 000 408 638 

Source: National Treasury 

2019/20 2020/21 

Weekly auction 

estimates 

7 930 10 375 

1000 1200 

2 055 2 645 

2 370 3 190 

2 505 3 340 
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Table 7.4 Foreign-currency commitments and financing 
2018/19 2019/20 2020/21 2021/22 2022/23 

US$ million Outcome Estimate Medium-term estimates 

Opening balance 8942 8 722 8 285 7142 7 325 

Commitments -2 479 -5 717 -3 382 -3 051 -3 620 

Redemptions -154 -3 456 -836 -287 -1 000 

Interest -1 025 -1147 -1 296 -1454 -1600 

Departments -1 300 -1114 -1 250 -1310 -1 020 

Financing 2 259 5 280 2 239 3 234 3 730 

Loans 2 000 5 000 2 000 3 000 3 500 

Purchases 

Interest 259 280 239 234 230 

Closing balance 8 722 8 285 7142 7 325 7 435 

Source: National Treasury 

Cash balances 

Government's total cash holdings cons ist of deposits held at the 
commercial banks and the Reserve Bank. At the end of 2019/20, these 
balances stood at R238.8 billion. About 74.2 per cent, or Rl 77.2 billion, of 
these holdings constitutes official foreign exchange reserve deposits made 
with the central bank, which is available as bridging finance . Over the 
medium term, foreign -currency deposits will remain slightly below 
US$7.5 billion, in line with government's commitment to the Reserve Bank. 

Table 7.5 Change in cash balances 
2018/19 2019/20 2020/21 

Government's total cash 

balances stand at 

R238.8 billion 

2021/22 2022/23 

R million Outcome Budget Revised Medium-term estimates 

Rand currency 

Opening balance 123 241 138 657 120 575 117 157 117 157 117 157 

Closing balance 120 575 117 157 117 157 117 157 117 157 117 157 

of which : 

Tax and loan accounts 63 418 50000 50000 50000 50000 50000 

Change In rand cash balance 1 2 666 21500 3 418 

(opening less closing balance) 

Foreign currency 2 

Opening balance 112 546 144 628 117 486 121628 109 032 114 353 

Closing balance 117 486 94484 121628 109 032 114 353 116 000 

US$ equivalent 8 722 6 786 8 285 7142 7 325 7435 

Change in foreign currency -4 940 so 144 -4142 12 596 -5 321 -1647 

cash balance 1 

(opening less closing balance) 

Total change in cash balances1 -2 274 71644 -724 12 596 -5 321 -1647 

Total closing cash balance 238 061 211641 238 785 226189 231 510 233 157 

of which: 

Operational cash 3 79878 40059 61537 44 551 47 284 49 002 

Official reserves 
4 158 183 171 582 177 248 181 638 184 226 184155 

1. A positive value indicates that cash is used to finance part of borrowing requirement 
2. Rand values at which foreign currency w as purchased or borrowed 
3. Deposits in rands ond US dollars to meet government's commitments 
4. Deposits in rands ond US dollars made with Reserve Bank to increase official foreign exchange reserves 
Source: National Treasury 
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2020 BUDGET REVIEW 

I Govern ment debt and debt-service costs 

National government debt 

Table 7.6 summarises the distribution and stock of national government 
debt. 

Ta bl e 7.6 Tota nat1ona i?overnment d b 1 
e t 

End of period 2018/19 2019/20 2020/21 2021/22 2022/23 

R billion Outcome Estimate Medium-term estimates 

Domestic loans2 2497 2 859 3 228 3 597 3 957 

Short -term 325 361 409 457 512 

Long-term 2173 2 498 2 819 3 140 3 445 

Fixed-rate 1605 1851 2 075 2 350 2 542 

Inflation-linked 568 647 744 790 903 

Foreign loans 2 291 317 334 382 427 

Gross loan debt 2 788 3176 3 562 3 979 4 384 

Less: National Revenue Fund -243 -238 -222 -227 -230 

bank ba lances2 

Net loan debt 2 545 2 938 3 340 3 752 4154 

As percentage of GDP: 

Gross Joan debt 56.7 61 .6 65.6 69.1 71 .6 

Net loan debt 51 .7 57.0 61.5 65.1 67.8 
1. A longer time series is given in Table 10 of the statistical annexure at the back of the Budget Review 
2. Estimates include revaluation based on National Treasury's projections of inflation and exchange rates 
Source: Notional Treasury 

Debt is not expected to 
stabilise over the medium term 

Debt is not expected to stabilise over the medium term . Gross loan debt is 
expected to increase to R4.38 trill ion, or 71.6 per cent of GDP, by 2022/23, 
with net debt reaching 67.8 per cent of GDP over the same period . 

Government debt levels are affected by changes in inflation and exchange 
rates. For example, rand appreciation decreases the value of outstand ing 
foreign debt. Foreign-currency-denominated debt will average 

565 
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R381 bil lion, or 9.6 per cent, of gross debt over the medium term. 30 
Government's foreign-currency exposu re is pa rtly offset by foreign -
currency investments, which in 2019/20 amount to US$8.3 billion . 

In 2019/ 20, the stock of debt increased by R388 billion. The main budget 
deficit accounted for 87 per cent of this increase, while interest and 
inflation rate changes explain much of the rest. 

Tab le 7.7 Ana lysis of annual increase i n gross loan debt 
2018/ 19 2019/20 2020/21 2021/22 2022/23 

Rmillion Outcome Estimate Medium-term estimates 
Budget deficit 231342 337 508 367 999 

Discount on loan transactions 18 165 22 473 5 946 

Revaluation of inflation-linked bonds1 23 440 24 531 28 677 

Revaluation of foreign-currency debt1 50 225 -4 50 715 

Change in ca sh and other balances 2 -24 590 3 701 -17 738 

Total 298 582 387 763 385 600 
1. Revaluation based on National Treasury projections of inflation and exchange rates 
2. A negative value indicates that cash is used to finan ce part of the borrowing requirement 
Source: Notional Treasury 
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366 374 359 348 

8170 6 443 

34 427 36 248 

7 183 6 930 

285 -3 485 

416 439 405 484 
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Nationa l government debt-service costs 

Government debt-service costs are determined by debt stock, new 
borrowing and macroeconomic variables such as interest, inflation and 
exchange rates. In 2019/20, debt-service costs were revised upwards by 
R2.8 bill ion due to the higher borrowing requirement. In addition, 
increased Treasury bill issuance and greater bri dging finance increased 
short-term borrowing costs . As a share of GDP, debt-service costs are 
projected to average 4.5 per cent over the medium term. 

Table 7 .8 Nationa l government debt-service costs 
2018/19 2019/20 2020/21 2021/ 22 2022/23 

R million Outcome Budget Revised Medium-term estimates 

Domestic loans 167 438 184 240 188 202 211144 

Short-term 29 601 25 345 28 039 25 441 

Long-term 137 837 158 895 160 163 185 703 

Foreign loans 14 411 17 968 16 803 18 126 

Tota l 181849 202 208 205 005 229 270 

As percentage of: 

GDP 3.7 3.7 4 .0 4 .2 

Expenditure 12.1 12.2 12.2 13.0 

Revenue 14.3 14.4 15.2 16.4 
Source: National Treasury 

I Contingent liabilities 

Contingent liabilities are state obligations that wi ll only result in 
expenditure if a specific event occurs. Government closely monitors the 
status of its contingent liabilities and other fiscal obligations . These include 
guarantees to state-owned companies, independent power producers, 
public-private partnerships and provi sions for multilatera l institutions. 

The financial position of state-owned companies is discussed in Chapter 8. 
Details of contingent liabilities and other obligat ions are shown in Table 11 
of the statistical annexure. 

Government guara ntees and other lia bilities 

Government is comm itted to reducing guarantees as part of its efforts to 
mainta in prudent levels of debt and contingent liab ilities. 

Guarantees to state-owned companies 

In 2019/20, government issued guarantee reporting guidelines for national 
departments and state-owned companies. The guidelines state that 
exposure from a guarantee consists of the sum of the outstanding value of 
a loan, accrued interest and adjustments to inflation-linked bonds as a 
result of changes in the inflation rate. The approved guarantee amount, 
however, reflects only the capital value of the loan . As a result, the 
exposure amount may exceed the approved guarantee amount . 

The total amount for approved guarantees is expected to decrease by 
R3.3 billion to R484.4 bi ll ion by the end of March 2020, with associated 
exposure estimated to increase by R17 .2 billion to R385.3 billion. Eskom 
constitutes the largest exposure, at 77.2 per cent of guarantees. 

237 614 266 238 

28 260 31255 

209 354 234 983 

20 868 23 907 

258 482 290 145 

4.5 4.7 

14.0 15.0 

17.4 18.4 

Guidelines issued to improve 

guarantee reporting 
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Table 7 .9 Government uarantee ex osure
1 

2017/18 2018/19 2019/20 

R billion Guarantee Exposure
2 Guarantee Exposure2 Guarantee Exposure 2 

Public institutions 469.8 327.3 487.7 368.1 484.4 385.3 

of which: 

Eskom 350.0 250.6 350.0 285.6 350.0 297.4 

SANRAL 3 38.9 30.4 38.9 39.5 37.9 39.9 

Trans-Ca/edon Tunnel Authority 25.7 18.9 43.0 14.3 43.0 13.5 

South African Airways 19.1 11 .1 19.1 15.3 19.1 17.3 
Land and Agricultural Bank of 9.6 3.8 9.6 1.0 9.6 0.9 
South Africa 
Development Bank of Southern 12.2 4.1 11 .4 4.3 10.0 4.6 
Africa 
South African Post Office 4.2 0.4 2.9 
Transnet 3.5 3.8 3.5 3.8 3.5 3.8 
Dene/ 2.4 2.4 3.4 3.4 6.9 6.9 
South African Express 1.1 0.9 2.8 0.2 1.9 0.2 
Industrial Development 0.4 0.1 0.5 0.1 0.5 0.1 
Corporation 
South African Reserve Bank 0.3 

Independent power producers 200.2 122.2 200.2 146.9 200.2 161.4 

Public-private partnerships 4 9.6 9.6 10.S 10.5 8.7 8.7 

1. A full list of guarantees is given in Table 11 of the statistical annexure in the Budget Review 
2 . Total amount of borrowing, adjustments to inflation-linked bonds as a result of inflation rate changes 

and accrued interest 
3. The exposure in 2017 /18 excludes adjustments to inflation-linked bonds as a result of inflation rate changes 
4. These amounts only include national and provincial PPP agreements 
Source: National Treasury 

Contingent liability risks for 
IPPs are very low 

Exposure to PPPs declined by 
Rl .8 billion as a number of 
projects reached maturity 

86 

In 2019/20, there were four significant changes to the guarantee profile: 

• Eskom used an additional R12 billion of its guarantee. 

• Denel was granted guarantees of R3.5 billion. 

• Government recapitalised the South African Post Office and South 
African Express to allow the airline to settle guaranteed debt. 

• The Development Bank of Southern Africa and the South African 
National Roads Agency Limited repaid some of their guaranteed debt. 

Other guarantees 

Contingent liability risks for independent power producers (IPPs) are very 
low. Government has committed to procure up to R200 bil lion in 
renewable energy from I PPs. The value of signed projects, which 
represents government's exposure, is expected to amount to 
R161.4 billion by March 2020. This exposure is expected to decrease to 
R141.9 billion in 2022/23 . 

During 2019/20, government's exposure to public-private partnerships 
decreased by about Rl.8 billion to R8.7 billion, as a number of projects 
reached maturity. Total exposure is expected to reach R7 billion 
in 2022/23. 
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Other contingent liabilities 

Table 7.10 shows government's exposure to multilateral institutions and 
other implicit contingent liabilities. South Africa subscribes to shares in 
these institutions but does not pay the fu ll amount. Government's 
commitments represent the unpa id portion of the share subscribed to in 
the unlikely event these institutions run into financial difficulty. 

Table 7.10 Provision for multilateral institutions and other 
contingent liabilities 

R billion 2017/18 2018/19 

Multilateral institutions 211.5 260.7 

of which: 

New Development Bank 33.2 57.9 

African Development Bank 44.1 53.9 

International Moneta ry Fund 76.4 85.9 

Other contingent liabilities 277.4 326.2 

of which: 
Export Credit Insurance Corporation of 
South Africa 18.2 20.5 

Post-retirement medical assistance 69.9 69.9 

Road Accident Fund 139.2 1 73.6 
Source: National Treasury 

Net valuation profits and losses 

2019/20 

280.0 

76.0 

54.4 

86.2 

424.6 

18.2 

69.9 

273.1 

Government's largest cont ingent asset is the Gold and Foreign Exchange 
Contingency Reserve Account. Th is account reflects profits and losses on 
gold and foreign exchange reserves, held by the Reserve Bank, to meet 
foreign exchange obligations and to maintain liquidity in the presence of 
external shocks. The balance on this account is split into t ransactions with 
cash flow and non-cash flow valuations. Due to the appreciation of the 
rand, unrealised gains are expected to amount to R278 .1 bi llion by end
March 2020, a decrease of R7 .6 billion compared with 2018/19. 
In 2019/20, government settled a realised loss of R131.7 million . Losses of 
R97 .9 million are projected for 2020/21. 

I Conclusion 

A prudent debt management strategy, alongside deep and liqu id domestic 
capital markets, has enabled government to finance the higher borrowing 
requirement. The current debt trajectory is not sustainable, however, and 
w i ll have to be addressed by reduc ing expenditure, improving the financial 
positions of state-owned companies and increasing revenue collection 
through higher economic growth. 

Debt management strategy 
has enabled governmen t to 
finance borrowing, but debt 
trajectory is no t sustainable 
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Financial position of 
public-sector institutions 

In brief 

• The financial performance of several large state-owned companies continued to deteriorate sharply over the 
past year, leading to an increasing drain on public resources. 

• The Public Finance Management Act (1999) requires major state-owned companies to generate sufficient 
financial resources from their operations to meet their obligations to employees, the public and debt holders. 
Few are meeting these requirements: liabilities are growing faster than assets, with a consequent decline in 
aggregate net asset value of 5.6 per cent in 2018/19. " · 

• The combined net asset value of the three large development finance institutions - the Development Bank of 
Southern Africa (DBSA), ' the Industrial Development Corporation (IDC) and the Land Bank - increased to 
R139.4 billion in 2018/19. 

• The socia l security funds will pay out R211 billion in benefits and collect R238 billion in contribut ions over the 
medium term. Large surpluses in the Unemployment Insurance Fund and the Compensation Fund, howev~r, 
are more than offset by Road Accident Fund liabilities, which are expected to reach R605 billion by 2022/23. 

' • In 2018/19, the Government Employees Pension Fund paid out R102.5 billion in benefits funded by investment 
income of R84.2 bill ion and contributions of R75.6 bill ion: 

I Overview 

T 
his chapter discusses the financial position of state-owned 
companies, development finance institutions and social security 
funds. Their mandates include building and operating infrastructure, 

financing social and economic development, and augmenting the country's 

Public-sector institutions need 

to be well governed, 

operotionolly sound and 

f inancially sustainable 

social security system. To meet their objectives, these institutions need to 
be well governed, operationally sound and financially sustainable. 

The 2019 Budget Review outlined a set of urgent reforms for Eskom, 
acknowledging that it was the largest state-owned company in need of 
significant restructuring - but not the only one. Since then, there has been 
some progress. The Department of Public Enterprises has published a 
roadmap for Eskom's reform, outlining the util ity's role as part of a 
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Apart from Road Accident 
Fund, financial position of 
social security fun ds remains 
sound 

Average return on equity at 
state-owned companies has 
fa llen sharply 

reformed electricity supply industry, and w ill report on progress at key 
milestones. South African Airways (SAA) has been placed in voluntary 
business rescue. Th e business rescue practitioners are expected to pub lish 
their plan within a matter of weeks. 

With the except ion of t he Road Accident Fund, the financial positions of 
the social security funds are sound . They are able to meet th eir long-te rm 
obligations, as is the Government Employees Pension Fund . Over the past 
year, government has taken steps to strengthen governance and 
transparency at the Public Investment Corporation . 

I State-owned companies 

Unl ike their private counterparts, most state-owned companies hold 
developmenta l rather than profit-driven mandates. Nonetheless, these 
entities need to be financially self-sustaining. In recent years, a pattern of 
m ismanagement and poor governance at major state-owned compa nies 
has led to operational fai lures, financial distress and increased demands 
for taxpayer support through the national budget. This problem is 
compounded by broad, sometimes unfunded mandates and, in some 
cases, outdated business models. 

The financial performance of state-owned companies continues to 
deteriorate. Liability growth has outpaced that of assets, with a 
consequent decli ne in net asset value, erod ing the ability of these entiti es 
to meet their financ ial obligations and deliver on thei r mandates. Average 
return on equity, a measure of how effectively net assets are used to create 
value, fell sharply in 2018/19 - the most recent year for wh ich dat a is 
available . This dec line is large ly the result of weak revenue growth, high 
compensation costs and rapidly growing debt-service costs . 

Table 8.1 Combined balance sheets of state-owned companies1 

2016/172 2017/182 R billion/per cent growth 2014/15 2015/16 
Tot a I asset s 1 037.5 1 178.6 1 224.3 1263.2 

13.9% 13.6% 3.9% 3.2% 

Total liabilities 739.2 818.2 870.3 901.1 

16.2% 10.7% 6.4 % 3.5% 

Net asset value 298.3 360.4 354.0 362.l 

8.6% 20.8% -1.8% 2.3% 

Return on equity (average) -2.5% 0.6% 0.7% -0.8% 
1. State-owned companies listed in schedule 2 of the PFMA, excluding development finan ce institutions 
2. Numbers may differ from earlier publications due to restatement or error 
Source: National Treasury 

2018/19 

1 269 .0 

0.5% 

927 .0 

2.9% 

342.0 

-5.6% 

-8.2% 

As the scale of financial challenges in state-owned companies has become 
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apparent, many have struggled to access capital markets. In combination 40 
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with weak cash flows (Figure 8.1), this has reduced their capital spend ing, 
resu lting in delayed delivery of much-needed social and economic 
infrastructure. It has also affected their ability to meet debt commitments . 
The Public Finance Management Act requires state-owned compan ies 
listed in schedule 2 to generate sufficient financial resources from their 
operations to meet obligations to employees, the public, cred itors and 
debt holders. Increasingly, however, these entit ies rely on extern al 
fund ing, government-guaranteed debt and bailouts to su stain operations. 
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Figure 8 .3 shows the difference between borrowing costs for government 
and state-owned companies, indicating the level of risk that the market 
attaches to the latter. Government's average effective borrowing cost is 
6.9 per cent . State-owned companies are paying substantially more to 
borrow - and the highest cost is for guaranteed debt. SAA's borrowing 
incurs nearly twice the interest rate of government. 

Table 8.3 shows that in 2018/19, as in the previous year, state-owned 
companies could only ra ise 75.4 per cent of planned borrowing. The 
decline in borrowing plans has reduced or delayed capital expenditure. In 
2018/19, in contrast to previous years, about 70 per cent of state-owned 
companies' domestic borrowing was in long-term instruments. 
Nonetheless, this debt continued to be used for refinancing maturing debt. 

State-owned companies 

borrow at higher ra tes than 

government 

Table 8.3 Borrowing reciuirement of selected state-owned com anies1 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/232 

R billion Budget Outcome Budget Outcome Revised Medium-term estimates 

Domestic loans (gross) 70.1 54.4 61.8 46.1 46.6 51.2 32.3 27.1 

Short-term 17.9 29.4 20.1 13.9 13.2 14.2 10.6 7 .0 

Long-term 52.2 25 .0 41 .7 32.2 33.4 37.0 21.7 20 .1 

Foreign loans (gross) 65.0 48.8 52.0 39.7 37.7 37.4 38.6 39.9 

Long-term 65.0 48.8 52.0 39.7 37.7 37.4 38 .6 39.9 

Total 135.1 103.2 113.8 85.8 84.3 88.6 70.9 67.0 

Percentage of total : 

Domestic loans 51 .9% 52.7% 54.3% 53.7% 55.3% 57.8% 45.6% 40.4% 

Foreign loans 48.1 % 47.3% 45.7% 46.3% 44.7% 42.2% 54.4% 59.6% 
1. Airports Company South Africa, Eskom, SANRAL, SAA, Transnet and Trans-Caledon Tunnel Authority 
2. ACSA and TCTA not included, as no forecast was provided 
Source: National Treasury 

Overall, these trends reflect the det eriorating financial state of major state
owned companies. Without effect ive structural reforms, this cycle of lower 
funding access and higher reliance on government is set to continue. 

Eskom 

Eskom relies on state support to operate. The utility reported a net profit 
of Rl.3 billion at 30 September 2019, but it is not generating enough cash 
to cover debt and finance costs. This is partly a result of non-payment by 
municipalities and other consumers. Government is working w ith 
municipalities to strengthen governance and financial management. 
Eskom's immediate priority is to stabilise its operational and financial 
position, as discussed in Annexure C of the 2019 Medium Term Budget 
Policy Statement. 

Government has provided significant financial support to Eskom since 
2008. This includes RlOS billion in 2019/20 and 2020/21, which is 
conditional, to improve accountability and address inefficiencies. The 
conditions include reducing primary energy costs, contain ing other costs 
and making progress on restructuring. Eskom provides regular updates on 
these conditions, and government reviews its cash flows on a daily basis. 
Eskom has begun the process of separating its three operating activities -
generation, transmission and distribution - each of which wil l soon have 
its own board and management structure . 

Eskom, which does not 

generate sufficien t cash to 

cover deb t and finance costs, is 

reliant on sta te support 
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Transnet borrows on the 
strength of its own balance 
sheet 

Transnet 

Transnet operates South Africa's port, freight rail and pipeline 
infrastructure. The group's net profit increased from R4.9 billion in 
2017 /18 to R6 bil lion in 2018/19, supported by fair-value adjustments on 
leased investment properties . Transnet, which borrows on the strength of 
its own balance sheet, raised R6.7 billion through commercial paper, bank 
loans and development finance institutions in 2018/19. It invested 
R14.7 billion to maintain rail and port capacity, and R3.2 billion to expand 
infrastructure and equipment. 
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Rating agencies downgraded Transnet's credit rating, citing increased 1 O 

R16.4 billion set aside over 
medium term for SAA to repay 

guaranteed debt and cover 
debt-service costs 

Government needs to assess 
its appetite for continued 
ownership of SA Express 

Denel's role in a modern 
defence industry needs to be 
defined 

Government allocated 
R3.2 billion to SABC in 2019/20 
to enable it to pay its bills 
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liquidity risk as a result of loan covenants triggered by an audit qualification 
on the 2018/19 annual financial statements. 

South African Airways 

SAA's board placed the airline into voluntary business rescue in December 
2019 as a result of its inabi lity to meet financial obligations . Since 2008/09, 
SAA has incurred net losses of over R32 billion. Government has set aside 
R16.4 bill ion over the medium term for SAA to repay its guaranteed debt, 
and cover debt-service costs. Government anticipates that additional 
funding will be required to cover restructuring costs in line with the 
business rescue plan . 

South African Express 

SA Express, illiquid and insolvent, is unable to settle either short- or long
term obligat ions as they become due. Cumulative losses amount to 
Rl.2 billion over the past 10 years. The airline was recently placed under 
involuntary business rescue, which it intends to appeal. Government will 
need to assess its appetite for continued ownership of the carrier, given 
that it has a lim ited role in the local aviation market. 

Dene I 

Denel, the state-owned military and aerospace equipment manufacturer, 
faces serious liqu idity problems. In response, government provided Denel 
w ith Rl.8 billion in 2019/20. State guarantees granted to the entity amount 
to R6 .9 billion . Additional fund ing of R576 m i llion is allocated for 2020/21. 
This support is al located with conditions that emphasise the need for Den el 
to speedi ly implement its turnaround plan . The plan includes exploring 
private-sector participation, optimising its property and plant, and 
developing an appropriate funding model. It is critical for government to 
define Denel 's role in a modern defence industry. 

South African Broadcasting Corporation 

Government allocated R3.2 billion to the SABC in 2019/20, of which 
R2.1 billion has been transferred, to enable the broadcaster to pay its bills. 
The conditions included reviewing broadcasting sector polic ies to respond 
to advances in technology, costing the developmental mandate and 
evaluating opportunities for private-sector participation . The remaining 
Rl.1 billion is expected to be transferred to the SABC by 31 March 2020. 
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I Development finance institutions 

To support government in achieving inclusive growth and the objectives of 
the National Development Plan, development finance institutions require 
supportive governance structures, financial sustainability and 
developmental impact. They also require strong capacity. 

The net asset value of the three largest development finance institutions -
the DBSA, IDC and Land Bank - increased by 4.7 per cent in 2018/19 to 
R139.4 billion . The institutions transitioned to the International Financia l 
Reporting Standard 9 during the period, which resulted in higher 
impairments, causing a slight decrease in net loan books. 

Combined net asset value of 

DBSA, JDC and Land Bank 

in creased by 4. 7 per cent in 

2018/19 

Table 8.4 Financial position of se lected development finance instit utions 
R billion 2016/17 2017/18 

IDC 

Total assets 129.8 137.0 

Loan book 26.7 30.7 

Equity and other investments 103.1 106.3 

Total liabilities 41.5 44.9 

Net asset value 88.3 92.1 

DBSA 

Total assets 83.7 89.2 

Loan book 76.6 75 .0 

Equity and other investments 7.1 14.2 

Total liabilities 51.6 54.9 

Net asset value 32.1 34.3 

Land Bank 

Total assets 45.4 49.5 

Loan book 41.0 43.4 

Equity and other investments 4 .4 6.1 

Total liabilities 39.0 42.8 

Net asset value 6.4 

Source: National Treasury 

Land Bank 

The Land Bank supports development and transformation of the 
agricu ltu ral secto r. In 2018/19, it disbursed RS .1 bill ion of developmental 
and transformationa l loans, significantly up from Rl .6 billion in 2017 /18. 
The bank is refocusing on the deve lopment of smallholder farmers and 
aims to adopt financially and economically sustainable practices. During 
2018/19, the Land Bank used R377.4 million of the R400 million joint La nd 
Bank/IDC drought relief fund to provide low-i nterest loans to affected 
areas. In addition, it agreed w ith t he Jobs Fund to provide concessional 
credit and support to small - and medium-scale emerging farmers . 

Industrial Development Corporation 

The IDC finances industrial development across Africa. Over the medium 
term, it wi ll focus on financi ng and facil itating the adoption of emerging 
technologies and creating new industries. In 2018/ 19, the IDC approved 
funds totalling Rl3.l billion, compared with R16.7 bill ion in 2017/18, and 
disbursed funds of Rl l.8 billion, compared w ith RlS.4 billion in 2017 /18 . 
The corporation' s profits decreased by 78 per cent from R3.2 billion in 

6.7 

2018/19 

144.6 

25.9 

118.7 

49.3 

95.3 

89.5 

75 .8 

13. 7 

52.3 

37.2 

52.4 

44.5 

7 .9 

4s.s 
6.9 

JDC approved R1 3.1 billion in 

fin ancing in 2018/19, down 

from R16.7 billion a year 

earlier 
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DBSA 's developmental loan 

book rose marginally to 

R75.8 billion 

Development finance 

borrowing rose significantly in 

2018/19, largely as result of 

land Bank lending 

2017/18 to R720 million in 2018/19, mainly due to higher once-off capital 
gains recorded in 2017 /18. 

In 2015/16, the IDC set a five-year target to approve R23 billion for black 
industrialists; by 2018/19, it had approved R21.4 billion for such projects. 
This programme is expected to create about 22 600 jobs. 

Development Bank of Southern Africa 

The DBSA finances infrastructure projects in water, sanitation, 
communication, energy and school infrastructure across southern Africa. 
It also assists with project preparation and implementation. The DBSA's 
profit increased from R2.3 billion in 2017/18 to R3 .1 billion in 2018/19, 
mainly due to interest income, and gains from foreign exchange and 
financial instruments. During the year, its developmental loan book rose 
marginally from R75 billion to R75.8 billion. 

Development finance borrowing requirement 

In 2018/19, the three development finance institutions borrowed 
R56 .3 billion, significantly more than the budgeted R45.4 billion . The 
difference is attributable to a steep increase in borrowing by the Land 
Bank, which was used to support its lending activities. The Land Bank and 
the DBSA account for 82.4 per cent of development finance borrowing. 
Over the medium term, borrowing plans total R90.7 billion . In 2018/19, 
nea rly 90 per cent of borrowing was in domestic debt. 

Table 8.5 Borrowinl? reauirement for develooment finance institutions1 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/232 

R billion Budget Outcome Budget Outcome Revised Medium-term estimates 

Domestic loans {gross) 51.1 54.0 36.2 50.6 39.8 26.8 31.1 6.0 

Short-term 36.2 39.0 23.9 23 .1 20.3 20.9 20.8 1.0 
Long-term 14.9 15.0 12.3 27 .5 19.5 5.9 10.3 5 .0 

Foreign loans {gross) 9.3 5.6 9.2 5.7 18.0 14.4 9.6 2.8 

Long-term 9 .3 5 .6 9 .2 5 .7 18.0 14.4 9.6 2.8 

Total 60.4 59.6 45.4 56.3 57.8 41.2 40.7 8.8 

Percentage of total: 

Domestic loans 84.6% 90.6% 79.7% 89.9% 68.9% 65.0% 76.4% 68.2% 

Foreign loans 15.4% 9.4% 20.3% 10.1% 31 .1% 35.0% 23.6% 31 .8% 

1. Land Bank, DBSA and !DC 
2. Land Bank and DBSA not included, as no forecast was provided 
Source: National Treasury 

I Social security funds 

Social security funds, financed through levies and taxes, provide insurance 
for unemployed workers and those injured in road or workplace accidents. 
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Over the medium term, these funds expect to collect R238 billion in 40 

Combined R3.3 billion cash 

deficit over medium term is o 

result of RAF liabilities 

96 

contributions and pay R211 bill ion in benefits. The scale of Road Accident 
Fund (RAF) liabilities, however, means that the combined financial position 
of the social security funds is deeply negative. 

In 2018/19, the funds had a combined cash surplus of R6.8 billion . Over the 
medium term, however, the funds will have an average combined cash 
deficit of R3.3 billion, as benefits paid out by the Unemployment Insurance 
Fund (UIF) increase following legislative amendments. 
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inflation, yet the liabi lities of the fund have grown at a faster pace. The RAF 
fuel levy increases by 9c/litre on 1 April 2020. 

Compensation Fund 

The Compensation Fund provides compensation for disabi lity, illness and 
death resulting from occupationa l injuries and diseases . In 2018/19, the 
fund paid out R3.9 bil lion in benefits and ran a surplus of Rl.7 billion . Over 
the medium term, the surplus is expected to average R2 .5 billion due to 
higher returns on investments. This will increase the fund's net asset va lue. 

I Government Employees Pension Fund 

578 

In 2018/ 19, the GEPF provided retirement security to about 1.3 million 10 
employees and 460 000 beneficiaries. Active membership has declined 
slightly, reflecting government's efforts to stabi lise headcounts, while the 
number of pens ioners has remained re latively constant. The fund paid out 
benefits tota lling R103 billion in 2018/19. Contributions received increased 
from R70.4 bil lion in 2017 / 18 to R75.6 bill ion in 2018/19, largely due to 
members' annual salary increases. The cash revenue t hat the fund received 
from its invest ments grew by 17 per cent in 2018/19 to R84.2 billion. 

Table 8.7 Selected income and expenditure of GEPF 
R billion 2012/13 2013/ 14 2014/15 2015/16 2016/ 17 2017/18 2018/19 

Revenue 20 
Employer contri butions 30.8 33.5 36.1 38.6 42 .1 45.3 48 .7 

Employee contributions 17.1 18.7 20.3 21.7 23.4 25.1 26.9 

Investment income1 49 .9 54.0 68 .5 69.0 69 .5 72.0 84.2 

Expenditure 

Benefits paid 43 .2 57.9 85 .8 83.1 88.3 94.9 102.5 
1. Dividends on listed equities, interest on bonds and money market instruments and income from unlisted properties 

and unlisted investments excludes adjustments for value of financial assets 
Source: Government Pensions Administration Agency 

The Public Investment Corporation invests the excess funds accumulated 
by the GEPF and t he socia l security funds. At end-M arch 2019, it had 30 
R2 .13 trillion in assets under management . A commission of inquiry was 
appointed to investigate allegations of impropriety in 2018. The 
commiss ion has submitted its fina l report to the President. In the interim, 
the Minister of Fina nce has reconstituted the corporation's board . 

Table 8.8 Breakdown of assets under management by PIC, 2018/19 
Government 

Unemployment Compensation 
Em ployees Other Total 

Insurance Fund Fund
1 

R billion Pension Fund 

Asset class 

Equity 1 032.4 40.0 16.2 1 088.7 

Bonds 574.9 89.S 41.5 13 .1 719.1 

Money market 75.1 18.4 8 .5 34.0 136.0 

Property 95.4 4.8 0 .1 1.4 101.6 

Unlisted investments 70.9 13.6 1.9 86.4 

Total 1848.7 166.3 68.2 48.5 2 131.7 
1. Includes the Compensation Pension Fund 
Source: Public Investment Corporation and National Treasury 
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Two annexures are available on the National Treasury website (www.treasury.gov.za): 

• Annexure Wl : Explanatory memorandum to the divis ion of revenue 

• Annexure W2 : Structure of the government accounts 

579 

99 



Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 714) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

Report of the Minister of Finance 
to Parliament 

I Introduction 

This annexure fulfils the requirement of section 7(4) of the Money Bills Amendment Procedure and 
Related Matters Act (2009), which prescribes that the Minister of Finance submit a report to Parliament 
at the time of the budget explaining how the Division of Revenue Bill and the national budget give effect 
to, or the reasons for not taking into account, the recommendations contained in: 

• Budgetary review and recommendation reports submitted by committees of the National Assembly 
in terms of section 5 of the act. 
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• Reports on the fiscal framework proposed in the Medium Term Budget Policy Statement (MTBPS) 10 
submitted by the finance committees in terms of section 6 of the act. 

• Reports on the proposed division of revenue and the conditional grant allocations to provinces and 
local governments set out in the MTBPS submitted by the appropriations committees in terms of 
section 6 of the act. 

I Budgetary review and recommendation reports 

Section 5 of the act sets out the procedure that the National Assembly committees must follow when 
assessing the performance of each national department before the budget is introduced. This procedure 
provides for committees to prepare budgetary review and recommendation reports, which: 

• Must provide an assessment of the department's service delivery performance given available 
resources. 

• Must provide an assessment of the effectiveness and efficiency of the department's use of available 
resources. 

• May include recommendations on the future use of resources . 
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This annexure provides responses to the portfolio committees' recommendations where they relate to 
the National Treasury. 

A number of committees recommended making additional budget allocations avai lable for certain 
programmes, sub-programmes or other budget items. Due to the constrained fiscal outlook, there is 
limited scope to do so. Departments, public entities and constitutional institutions are required to 
reprioritise existing funds for emerging priorities. Should the fiscal outlook improve, recommendations 
for additional funding may be considered in future budget processes. 

I Portfolio Committee on Basic Education 

Together with relevant authorities, the department should fast-track the implementation of plans to 
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allocate ring-fenced funds for learner transport. 10 

The committee made a similar recommendation in the 2019 Budget. The National Treasury is part of the 
task team on this issue. Funds can only be ring-fenced after government decides whether the function 
lies with the Department of Basic Education or the Department of Transport. 

Consideration should be made to increase the budget of Umalusi due to its expanded mandate. 

As noted at the beginning of this section, there is little scope to provide additional funding at this time. 

I Portfolio Committee on Employment and Labour 

The committee recommends that the Minister of Finance take steps to ensure that the budget allocation 
of the Department of Employment and Labour is adjusted to accommodate its expanded mandate, thus 
enabling the capacitation of its inspectorate. 

The National Treasury recognises the Department of Employment and Labour's contribution to creating 20 
jobs. The department has a budget allocation of R3 .6 billion in 2020/21, R3.9 billion in 2021/22 and 
R4 billion in 2022/23 . As noted at the beginning of this section, there is little scope to provide additional 
funding at this time . 

I Portfolio Committee on Higher Education, Science and Technology 

The committee recommends that the Minister of Higher Education, Science and Technology and the 
Minister of Finance consider the following : 

The Ministry should expedite the process of filling the three Deputy Director-General positions in the 
Planning, Policy and Strategy; Technical and Vocational Education and Training (TVET); and Community 
Education and Training (CET) programmes as the process started in November 2017 for the 
Deputy Director-General of CET and June 2018 for both the Deputy Director-General of Planning, Policy 30 
and Strategy and TVET. 

The National Treasury has previously raised the issue of filling these posts with the department. 

The committee notes that notwithstanding the significant progress made by the department in securing 
additional funding to expand student accommodation in higher education, the private sector should be 
pursued to invest more resources towards the expansion of student housing in higher education. 

Since 2018, the Student Housing Infrastructure Programme has received additional funding through the 
Budget Facility on Infrastructure. The programme is estimated to cost R96 billion over the next 10 years 
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to build about 300 000 beds. Construction of residences is under way at Fort Hare and Nelson Mandela 
University, funded by government, development finance institutions and private finance. The 
Development Bank of Southern Africa, together with the Department of Higher Education and Training, 
is facilitating the programme. Mo'reover, the current public-private partnership (PPP) regulations are 
being reviewed to address the shortcomings of the current framework and increase the PPP pipeline . 
Most universities continue to establish partnerships and elicit sponsorships to fund infrastructure 
projects. 

The committee notes that notwithstanding the current fiscal constraints, the National Treasury should 
increase the baseline funding for the CET sector so that the mandate of the sector and its policy priorities 
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can be realised. 1 O 

The Department of Higher Education and Training should investigate whether funds from its baseline can 
be redirected to this sector. In the 2019 Adjusted Estimates of National Expenditure, the department 
declared underspend ing of R129.6 million for compensation of employees due to vacant posts. The ability 
to spend additional allocations is relevant in determining whether to provide more funding. 

The committee recommends that the filling of vacant funded posts by the Quality Council for Trades and 
Occupations (QCTO} should be prioritised as a matter of urgency to improve the overall performance of 
the entity, which was at 59 per cent during the year under review. 

The National Treasury agrees with the recommendation. The QCTO has underspent on the compensation 
of employees budget by an average of R16.5 million over the past three financial years, indicating that it 
has funds to fill critical posts. The entity is in the process of filling the posts. 20 

The committee recommends that the QCTO expedite the process of purchasing its own premises given the 
high rental fee amounting to RB million per annum. 

The National Treasury agrees with the committee's recommendation that the QCTO should expedite the 
purchase of its own premises. It should be noted that R12 million from the reserve fund was approved 
and earmarked to procure the QCTO's premises in 2018/19. 

The committee recommends that mechanisms to increase the budget allocation to the Department of 
Science and Innovation be explored and pursued by the Minister of Higher Education, Science and 
Technology. The committee will support all efforts to secure additional funding for the science and 
innovation portfolio. 30 

There is little scope to provide additional funding at this time. The National Treasury will continue to work 
closely with the Department of Science and Innovation on developing and strengthening existing 
mechanisms to better account for public-led research and development spending to support the policy 
priorities outlined in the 2019 White Paper, and the draft Science and Innovation Decadal Plan. 

I Portfolio Committee on Health 

The National Treasury and the Department of Health should allocate part of the 2018/19 Medium Term 
Expenditure Framework (MTEF} health infrastructure a/locations to gradually offset expenditure accruals 
that have arisen from unavoidable demands for which allocated budgets were depleted. The National 
Treasury should ensure that the framework for health infrastructure conditional grants accommodates 
flexibility during periods of protracted fiscal constraint so that provinces can be allowed to re-orientate 40 
their package of available capital allocations towards maintenance. 

Accruals incurred by provincial health departments have increased significantly in recent years, exceeding 
R13.3 billion as at 31 March 2019. Of this, R6.7 billion is older than 30 days. This partly reflects financial 
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pressures in provinces, but it also reflects weak financial management. Provincial departments require a 
more systematic and sustainable way of addressing rising accruals. The National Treasury, together with 
the national Department of Health, has developed a Health Action Plan that includes developing accruals 
intervention strategies and aligning procurement and cash-flow plans. 

Infrastructure is partly funded through the provincial equ itable share, which provinces use at their 
discretion . The conditional grant framework does not limit redirecting capital allocations to maintenance . 
Provinces will, however, need to resubmit annual implementation plans showing changes to the 
infrastructure project list for approval by the national Department of Health. When redirecting funds to 
maintenance, it is important to consider the stages and cash flows of currently funded projects to ensure 

583 

there are funds for contractually committed infrastructure projects. 1 O 

The national Department of Health and the National Treasury should provide adequate funding to the 
Office of the Health Ombud in line with the recently approved structure for better reporting and 
functionality. 

The National Treasury will support reprioritisation requests from areas that will not negatively affect 
service delivery. 

I Portfolio Committee on Women, Youth and Persons with Disabilities 

The Commission for Gender Equality's funding model should be aligned with the rest of the Chapter 9 
institutions, in particular the Public Protector, to enable it to optimally give effect to its mandate. 

The National Treasury has taken note of this recommendation. The commission's funding model is similar 
to that of the Public Protector of South Africa : both are funded through transfer payments in the votes 20 
of the Department of Women, Youth and Persons with Disabilities and the Department of Justice and 
Constitutional Development, respect ively. 

The Commission for Gender Equality should be provided with additional funds in order to retain existing 
staff and attract new staff Specific emphasis should be placed on the funding of staff for legal clinics, 
public education and information, communication and legal support. To this end, provinces with the 
largest case load should be prioritised where offices require additional support. 

Departments, public entities and constitutional institutions are encouraged to reprioritise existing funds 
for emerging priorities. The National Treasury will continue to engage the Commission for Gender 
Equality as part of the budget process, specifically in relation to the issues highlighted by the committee . 

I Portfolio Committee on Agriculture, Land Reform and Rural Development 

Agriculture has been highlighted by the President in his economic stimulus package, including the National 
Treasury's discussion paper entitled "Economic Transformation, Inclusive Growth, and Competitiveness: 
Towards an Economic Strategy for South Africa", as one of the sectors with massive job creation potential. 
However, the sector is constrained by challenges which include climate change in the form of frequent 
and prolonged droughts, floods and veld f ires; disease outbreaks; technological advances; and 
international trade standards and regulations. To give effect to the department's mandate and some of 
the proposals in the Treasury discussion document, including the plans to reprioritise funding towards 
investments in agriculture, a significant increase in the budget allocation to the Department of 
Agriculture, Land Reform and Rural Development for the medium term is proposed. 

30 

The National Treasury agrees with the committee's recommendation . Over the 2020 MTEF period, an 40 
allocation of R495.1 million has been reprioritised within the existing budget baseline to boost agriculture 
production; improve health and food safety programmes; develop capacity to respond to biosecurity 
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threats; revitalise laboratories; revitalise quarantine stations and strengthen inspection services at ports 
of entry; and strengthen animal and plant health, inspection and laboratory services. Over the medium 
term, a further RSOO million will be allocated to the sector to fast-track the process of restoring land 
rights, supporting inclusive economic transformation as envisaged in the National Treasury's discussion 

paper. 

Onderstepoort Biological Products (OBP) plays a vital role in the prevention and management of livestock 
diseases and, therefore, food and human safety. Notwithstanding the once-off allocation of R492 million 
that was made to OBP in 2012/13 for the refurbishment and modernisation of the vaccine manufacturing 
facility, and that over the years, the entity managed to raise additional funding to continue with the 
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refurbishment project, which cost an estimated Rl.2 billion, an additional funding a/location for 1 O 
operational activities is proposed from 2020/21 onwards. The funds will be used to establish a vaccine 
reserve to ensure that vaccines are available in sufficient quantities to address animal disease outbreaks 
(e.g. Anthrax, African Horse Sickness, Rift Valley Fever, Brucellosis, etc.), and to manufacture public good 
vaccines (orphan vaccines), which are unprofitable for OBP to produce but are of national importance in 
animal disease prevention and management. While the modernisation project is in progress, the aging 
infrastructure that does not meet good manufacturing practice standards is limiting OBP's production 
efficiency and competitiveness. 

The National Treasury agrees w ith the committee's recommendation . Over the medium term, t he 
reprioritised allocation of R495.1 million to the Department of Agriculture, Land Reform and Rural 
Development for the Agricultural Production, Health, Food Safety, Natural Resources and Disaster 20 
Management Programme will indirectly reduce OBP's burden of producing and distributing vaccines. The 
budget allocated to the department includes a component for preventing and managing animal and 
livestock disease. There is little scope for additional allocations. The department will have to collaborate 
with OBP to prevent and manage livestock diseases. The National Treasury will continue to engage with 
the department and OBP to ensure that funding is available. 

I Portfolio Committee on Mineral Resources and Energy 

The National Treasury should restore MTEF funding of the Council for Geoscience in the short term, while 
securing R300 million baseline funding for the medium to long term in order to ensure that the entity is 
able to meet its mandate, which is long term in nature and scope, including the funding model that 
accommodates the National Key Point designation of the entity, in order to ensure compliance. 30 

The National Treasury agrees with the committee's recommendation. Over the 2020 MTEF period, an 
additional allocation of R345.8 million has been reprioritised within the existing budget baselines for 
geological mapping to assess on-shore and off-shore mineral, agricultural, energy and groundwater 
resources to catalyse their exploration. 

I Portfolio Committee on Small Business Development 

The committee should be updated on the Small Business Innovation Fund after commitments by the 
National Treasury have been formalised. 

The Department of Small Business Development has already begun to operat ionalise the fund through 
the Small Enterprise Agency. Over the 2020 MTEF period, the fund has been allocated R2 .8 billion . 
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The committee recommends that the Minister of Finance work with the Department of Tourism to 
reprioritise budget for the Tourism vote in line with the committee's new oversight approach with a focus 
on villages, townships and small towns. 

The National Treasury and the Department of Tourism will hold further discussions to realign budget and 
spend ing priorities over the medium term. 

The committee recommends that the Minister of Finance, notwithstanding the constrained national 
fiscus, consider the contribution of the tourism sector to the gross domestic product (GDP) of the country 
and the labour-intensive nature of the tourism sector and find innovative ways of increasing the budget 
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appropriated for the Tourism vote. 1 O 

The National Treasury recognises tourism's important contribution to GDP growth, but there is little 
scope to provide additional funding at this time. The National Treasury discussion paper, Economic 
Transformation, Inclusive Growth, and Competitiveness: Towards an Economic Strategy for South Africa, 
identifies the tourism sector as one of the labour-intensive sectors that could create jobs for semi-skilled 
and unskilled workers in the short to long term . The National Treasury supports the implementation of 
microeconomic reforms in the paper that could stimulate growth, investment and job creation in tourism. 

I Portfolio Committee on Defence and Military Veterans 

The committee recommends that the National Treasury should not lower the Department of Defence's 
baseline budget a/location in nominal terms over the MTEF period. This relates to all outlying years of the 
MTEF and specifically to 2021/22 where the budget is set to decrease from R52.5 billion in 2020/21 to 20 
RS0.9 billion in 2021/22. 

The Department of Defence has an allocation of R52.4 billion in 2020/21, RS0.8 billion in 2021/22 and 
RS3 bil lion in 2022/23. In nominal terms, the 2020 MTEF allocations of the department are comparable 
to the 2019 MTEF allocations. 

The committee urges the National Treasury to provide additional funds specifically for the purpose of 
border safeguarding. The committee recommends that the number of sub-units be increased 
incrementally over the MTEF period with the aim of having 22 sub-units deployed for landward borderline 
duties by the end of the MTEF period. Additional funds should also include an allocation for the use of 
technology as a force multiplier for border safeguarding purposes. 

Border security rema ins a priority for government. The National Treasury has allocated an additional 30 
R225 million to the Department of Defence over the medium term to procure equipment and technology 
to support military units deployed to safeguard our borders . 

The committee urges immediate engagement between the Minister of Defence, the Minister of Finance 
and the Commander in Chief of the South African National Defence Force, to finalise a funding plan that 
will arrest the current decline of the military. This recommendation is derived from the dire financial and 
resource situation shared with the committee by especially the South African Army, the South African Air 
Force and the South African Navy during its recent oversight engagements. The finalised plan should be 
presented to the committee no later than the end of the first quarter of 2020/21. 

The Natior:ial Treasury agrees that the funding challenges of the Department of Defence should be 
discussed . The department is arranging a meeting with the President, the Minister of Finance, the 40 
Minister of Public Service and Administration, and the Minister of Defence and Military Veterans to 
address the funding challenges. 
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The committee noted comments by the Department of Defence that savings to compensation of 
employees can be made through a process of force rejuvenation. The committee therefore recommends 
a joint approach to force rejuvenation that would see the Department of Defence develop and roll out a 
rejuvenation plan and the National Treasury provide funding for an exit mechanism to speed up 
rejuvenation. The National Treasury should, as soon as possible, release funds to facilitate an interim exit 
mechanism for the remainder of 2019/20. The Department of Defence should finalise rejuvenation plans 
for full implementation from 2020/21 . 

The National Treasury agrees that the Department of Defence should develop a rejuvenation strategy. At 
a ministerial meeting, it was resolved that the department would develop and submit a rejuvenation 
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strategy to the National Treasury by May 2019. The department has not yet submitted the strategy, but 10 
is engaging with the National Treasury on a draft . The Department of Defence has yet to implement early 
retirement without penalties, which was introduced in the 2019 Budget Review as one of the measures 
to reduce spending on compensation of employees. 

I Portfolio Committee on Justice and Correctional Services 

In addition to recommending that zero budget reductions be applied in the case of the South African 
Human Rights Commission and the Public Protector of South Africa, the committee recommends that 
additional funding be provided to: 

• The National Prosecuting Authority to address the shortfall in its compensation of employees budget; 
fill critical post vacancies; create capacity in the asset forfeiture, specialised commercial crimes, and 
witness protection units; and resume its aspirant prosecutor programme. 20 

• Legal Aid South Africa to prevent it from having to cut posts with adverse consequences for service 
delivery, and to ensure that it is able to maintain its civil work and assist in land claims matters. 

• The South African Human Rights Commission to fulfil its coordinating role in respect of the National 
Preventative Mechanism established in terms of the Optional Protocol to the Convention Against 
Torture and Other Cruel, Inhumane or Degrading Treatment or Punishment. 

• The Public Protector of South Africa to fill vacancies, employ professional services, and improve 
security. 

The 2020 Budget provides additional funding of Rl.2 billion to the National Prosecuting Authority to 
improve prosecutorial capacity, rejuvenate the aspirant prosecutor programme and operationalise the 
new Investigative Directorate. Over the medium term, Legal Aid South Africa will rece ive additional 30 
funding of R75 million for increased capacity. The National Treasury has not reduced the baselines of the 
South African Human Rights Commission or the Public Protector of South Africa over the medium term. 

I Portfolio Committee on International Relations and Cooperation 

The committee recommends to the Minister of Finance that investigations be undertaken, and a report 
submitted, around the role played by the National Treasury in the procurement processes of the New York 
Pilot project. Consequence management should be undertaken where wrongdoing has been established. 

The National Treasury is assisting the Department of International Relations and Cooperation with its 
investigation into the New York Pilot project, which aims to develop a multi -use area of offices and 
residential accommodation for diplomats and foreign -service staff in New York. It has given the 
department information pertaining to the procurement of a building through the PPP process, and will 40 
continue to provide any assistance required for the department to complete its investigation. 
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I Portfolio Committee on Public Service and Administration 

The Minister in the Presidency for Planning, Monitoring and Evaluation and the Minister of Finance should 
urgently resolve the budget shortfall on compensation of employees and critical surveys at Statistics South 
Africa (Stats SA} so that crucial and quality statistics get generated to the country and government's 
benefit; if an ideal resolution cannot be found, the Minister for Planning, Monitoring and Evaluation is 
requested to escalate the matter to the Presidency. 

The department has been allocated R154.4 million over the MTEF period to address funding shortfalls in 
employee compensation and R150 million in 2020/21 to conduct the Income and Expenditure Survey. 
There is little scope for additional funding. The National Treasury will continue to engage with Statistics 

587 

South Africa to find solutions for the funding shortfall on compensation of employees, and has asked the 10 
department to present the following information to justify its budget programme structure : 

• Explain the structure of its provincial and regional offices, considering the staff complement and 
budget allocation of these offices as a proportion of the department' s total staff complement and 
budget. 

• Calculate how much the department will save by transitioning from paper-assisted personal 
interviewing to computer-assisted personal interviewing. The savings could be reprioritised or used 
to reskill staff for other critical areas in the department. 

I Recommendations of the Standing Committee on Appropriations on the 
2019 MTBPS 

The National Treasury and the Department of Employment and Labour should conduct a comprehensive 20 
study on the public-sector wage bill at all levels of government, including state-owned companies and 
municipalities, in order to determine the exact impact of aggregate wages in government. This 
assessment should also consider the wider implication of reducing the public service on tax revenue, 
unemployment, service delivery and skills leakages within the public sector. The National Treasury should 
report to the committee before the tabling of the 2020 MTBPS. 

The National Treasury welcomes the committee's recommendation. The National Treasury and the 
Department of Public Service and Administration have undertaken an extensive review of remuneration 
trends in the public sector over the past decade. Some of this work is reflected in Annexure B of the 
2019 MTBPS. This collaboration will be extended to include the Department of Employment and Labour 
and the increased scope recommended by the committee will be factored into future work. Findings will 30 
be reported in the 2020 MTBPS. 

The National Treasury, in consultation with relevant stakeholders, should develop more effective supply 
chain management and procurement mechanisms to ensure value for money is obtained, especially 
regarding the overpricing of goods and services. 

The National Treasury has finalised a revised supply chain management regulatory framework. 
Compliance monitoring has been strengthened to maximise value for money, eliminate waste and 
prevent abuse of the procurement system . 

Other steps to improve procurement capacity and service delivery include reducing fragmentation and 
strengthening the national procurement architecture; strengthening the tax clearance system to ensure 
that those who have defrauded the state cannot do business with it; and introducing measures to 40 
improve institutions' ability to set up bid committee structures for the invitation, evaluation and 
adjudication of tenders. 
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To intensify compliance monitoring and expenditure containment, institutions are required to submit 
tender programmes to relevant treasuries. Demand-management procurement plans are scrutinised 
against the tender programmes. 

In addition to the focus on reducing the public-sector wage bill, the National Treasury should focus on 
other measures that will boost the performance of the South African economy. 

The National Treasury supports this recommendation. It has released a discussion paper, Economic 
Transformation, Inclusive Growth, and Competitiveness: Towards an Economic Strategy for South Africa. 
In it, government has outlined short- and medium-term reforms that can boost economic growth, many 
of which do not require significant state resou rces. Interventions to improve the quality of infrastructure 
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planning, including the Budget Facility for Infrastructure, are beginning to show results . Government 10 
continues to work with the private sector through the Infrastructure Fund and other init iatives. 

I Report of the Standing and Select Committees on Finance on the 2019 Revised 
Fiscal Framework 

The committee appreciates the global and domestic economic and political uncertainties and volatilities 
that make it difficult to accurately forecast GDP growth figures but recommends that the National 
Treasury draw in more independent expertise in its forecasting process to improve the credibility of the 
fiscal framework and better manage the economic and fiscal risks associated with its forecasts . 

The National Treasury uses various models to generate economic forecasts, including inflation, terms of 
trade, sector and business cycle models. They supplement the main macroeconomic forecast model, 
which is a large semi-structural econometric model similar to those used by the Reserve Bank and the 20 
Bureau for Economic Research . The assumptions that are used in the main model are sourced from global 
institutions or determined internally through a rigorous assumptions process. The model is regu larly 
updated to capture changes in the South African and global economy. The Economic Policy division is 
engaging with the Bureau for Economic Research to assess and improve the model. Other models that 
are used for policy analysis and research are also maintained and updated . These are less appropriate for 
fo recasting, but are still used to analyse trade-offs of policy and other shocks to the economy to better 
inform the forecast process. 

Since 2014, forecast errors from the National Treasury and market analysts have been decreasing. 
Independent studies show that National Treasury forecasts are on par with, or better than, market 
projections . It should also be noted that no institution has had consistently accurate forecasts over time.1 30 

The Minister of Finance agreed that high debt now will burden future generations if it is not managed 
properly and the situation is unsustainable. We therefore require the National Treasury to report quarterly 
on the effectiveness of its debt management strategies, that would ensure that the level of debt stabilises 
over the medium term as the current situation is not sustainable. 

Rising fiscal deficits over the past decade have increased government's borrowing requirements and 
debt-to-GDP ratio. Accordingly, t he only way to lower the debt-to-GDP ratio is through consistently 
higher economic growth or lower spending. Government's prudent debt management strategy enables 
it to manage the risks associated with elevated borrowing. Debt management is guided by strategic risk 
benchmarks for refinancing, interest, inflation and currency risks. 

1 See for example: Bhoola, F., Rossouw, J. and Giannaros, M. 2018. Comparing Macroeconomic Forecasts for South Africa 40 
from 2001 to 2017 : Do We Need Official Forecasts? Studies in Economics and Econometrics, 42(3): 35-69. 
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The committee supports the new approach to project planning, budgeting, preparation and 
implementation and welcomes the progress of the Budget Facility for Infrastructure technical team. It 
believes that government needs to do much more to reduce corruption and wasteful and unnecessary 
expenditure and significantly improve the efficiency and quality of spending also in light of the Auditor
General's announcement of continued increases in wasteful, fruitless and irregular expenditure, which 
stood at a total of R63.4 billion in 2018/19. Irregular expenditure increased from R52. 7 billion in 2017 /18 
to R61.4 billion in 2018/19. The National Treasury should report progress made to the Committees on 
Appropriations in both the Houses of Parliament. 

Reducing corruption and wasteful, fruitless and irregular expenditure is the responsibility of every 
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government department and entity, all of which have their own accounting officers. The National 10 
Treasury provides support to departments and entities in line with its mandate. 

Under the Public Finance Management Act (1999), the accounting officer and authorities of departments 
and public entities must: 

• Report irregular expenditure and fruitless and wasteful expenditure to the relevant treasury. 

• Take discipl inary steps against officials who make or permit irregular expenditure and fruitless and 
wasteful expenditure . 

In 2018, the National Treasury issued an irregular expenditure framework as an instruction, which was 
revised in May 2019. It sets out procedures for disciplining officials accused of financial misconduct and, 
where applicable, recovering funds and laying criminal charges. These discip linary steps are required 
before such expenditure may be condoned . 20 

Amendments to the Public Audit Act (2004), which took effect on 1 Apri l 2019, empower the Auditor
General to refer any suspected material irregularities for investigation. They also empower the Auditor
General to take appropriate remedial action and to issue a certificate of debt where an accounting officer 
or accounting authority has failed to comply with remedial action . 

The South African Revenue Service (SARS) needs to develop its policies and capacity to tax the digital 
economy more effectively and is required to report on this to the committee at the first quarterly briefing 
of 2020. 

The National Treasury agrees with t he recommendation and will report as requested. Officials from both 
the National Treasury and SARS have been engaging with other countries to find global consensus on 
how to ensure that profit from digitised business models is taxed appropriately. The aim of t he 30 
Organisation for Economic Co-operation and Development committee responsible for making 
recommendations in t his area is to reach consensus on a new international tax architecture in 2020. 
South Africa is represented on the committee. 

SARS needs to work together with the relevant stakeholders to address the root causes of fiscal leakages 
emanating from, but not limited to, Road Accident Fund claims, medico legal claims and police litigations, 
particularly those resulting mainly from negligence. 

SARS will continue to engage with stakeholders on limiting the fiscal leakages cited by the committee. 
For example, SARS part icipates in an inter-agency working group with the Department of Trade and 
Industry and the National Treasury that focuses on tackling i llicit trade, particularly in the clothing and 
textile industry. 

The committee notes with concern the direct impacts of incorrect economic growth forecasts on tax 
revenue collection by SARS. We are concerned that the revenue shortfall increases from a projected 
R14.5 billion in 2018/19 to R52.5 billion in 2019/20 and R84 billion in 2020/21 and that the scope for 
further tax increases has also narrowed. The National Treasury should support SARS more actively, 
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including financially and in rebuilding the organisation without interfering in its operational matters. 
SARS, the National Treasury and law enforcement agencies need to work far more effectively in processing 
cases against any staff members legitimately accused of financial misconduct and corruption. 

The final revenue shortfall for 2018/19 was R57 .3 billion compared to 2018 Budget estimates, and based 
on the audited revenue outcomes for 2018/19. The significant downward revis ions to the economic and 
revenue outlook since the 2019 Budget are mainly the result of weaker economic performance. Tax 
revenue collection estimates published in the Budget Review and MTBPS are projections, rather than 
targets. If assumptions are not realised or economic performance is different than projected, these 
revenue estimates are subsequently revised . 

590 

In the 2019 MTBPS, the National Treasury proposed additional allocations of Rl billion over three years 1 O 
for SARS to rebuild capacity, improve operations, and implement critical projects and recommendations 
from the Nugent Commission. Investigations into financial misconduct and corruption are ongoing. The 
National Treasury and SARS presented a progress report to the Standing Committee on Finance about 
implementing the recommendations of the Commission of Inquiry into Tax Administration and 
Governance by SARS. 

The committee is concerned about a constantly increasing gross debt-to-GDP ratio, a projected increase 
from R3.2 trillion in 2019/20 reaching R4.5 trillion in 2022/23 (71 per cent by 2023) as this is likely to 
burden future generations if concerted efforts are not made to sustainably reduce it. The persistently 
widening budget deficit, expected to peak at 6.5 per cent in 2019/20, a level last experienced during the 
2009 recession, is a cause for concern, since there does not appear to be a point of stabilisation over the 20 
medium term. The committee also notes that debt service costs have become the fastest-growing 
expenditure item, costing the national fiscus R203. 7 billion per annum (13. 7 per cent) in 2019/20 and are 
expected to reach almost R300 billion in 2022/23. These funds could be utilised for other competing 
economic and social needs. The committee recommends that the National Treasury do far more to 
incrementally reduce the debt-to-GDP ratio and report on progress on this at its quarterly briefings. 

In the 2019 MTBPS, government proposed achieving a main budget primary balance by 2022/23 . 
Achieving the fiscal target requires making large additional adjustments to the fiscal framework 
exceeding R150 billion in total over the medium term . These adjustments would need to address growth 
in the public-service wage bill and include a sustainab le plan for state-owned companies in order to 
reduce future transfers. Given the size of the required adjustment, additional tax measures were 30 
considered . These measures require making difficult decisions that will affect the economy and the 
distribution of public resources. 

The committee notes that the 2019 MTBPS budgeted contingency reserves amount to R18 billion over the 
medium term, or R6 billion each year. These amounts are not adequate and are likely to leave South Africa 
susceptible to external and internal shocks in an event of unforeseen circumstances such as imminent 
dangers of food insecurity and water scarcity, including through potential floods and drought. The 
committee urges the National Treasury to quantify and factor in these potential risks in the economic 
growth forecasts and the overall fiscal framework. 

The National Treasury assesses fiscal risks to identify and plan for unexpected and uncertain events. This 
process informs the formulation of the fiscal framework and culminates in the publication of an annual 40 
fiscal risk statement . The contingency reserve is part of the expenditure ceiling and is determined within 
this overall limit. Its size depends on available resources and the level of uncertainty and is revised during 
the budget process. Analysis in the 2013 Budget Review showed that unforeseen and unavoidable 
expenditure adjustments, for which the contingency reserve was budgeted, averaged R4 billion per year 
over five years . This was much lower than the cont ingency reserve amounts, which were then lowered. 
In addition to the cont ingency reserve, there are disaster relief grants for local and provincial 
government. In the past, the combination of the contingency reserve, the disaster relief grants and other 
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ring-fenced funds within infrastructure grants has proven sufficient to meet the costs associated with 
natural disasters. 

I Recommendations of the Standing Committee on Appropriations on the 
Adjustments Appropriation Bill 

The Minister of Finance should ensure that the National Treasury carefully scrutinises government 
departments' ability to spend allocated funds before submitting budget proposals to Parliament in order 
to prevent continued underspending on allocated funds as it has implications for government debt and 
the interest payments. 

Over the past 25 years the National Treasury has developed a rigorous budget process that imposes the 
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highest level of scrutiny to ensure that departments have the ability to spend allocated funds. The 10 
Constitution mandates the National Treasury to manage public finances, and the Public Finance 
Management Act makes the National Treasury responsible for managing the budget preparation process . 
To support this, the National Treasury provides an overall fiscal framework based on the macroeconomic 
forecast. It also proposes the division of revenue between the three spheres of government and provides 
technical guidelines for budget submissions to ensure that they reflect the priorities set out by the 
President. These processes are subject to a lengthy period of consultation and modification throughout 
government, including the Ministers' Committee on the Budget, before they are considered by Cabinet 
and ultimately Parliament. The National Treasury recognises that ultimate authority for the nation's 
finances rests with Parliament, which debates and votes on the Budget in a range of public forums. The 
Money Bills Amendment Procedure and Related Matters Act also gives Parliament the opportunity to 20 
amend the Budget. The National Treasury conducts a wide range of stakeholder engagements, and 
encourages all South Africans to comment on the allocation of public funds. 

The Minister of Finance should, within 60 days after the adoption of this report by the House, submit to 
Parliament a report on all outstanding conditions attached to the bailouts of state-owned entities; while 
conditions for the 2020/21 Budget a/location to Eskom should be included in the primary legislation, to 
improve oversight and accountability. 

Eskom met conditions for the initial transfer of funds in December 2019 and continues to meet conditions 
for the remaining tranches of the Special Appropriation in 2019/20. Denel, South African Airways, 
South African Express and the South African Broadcasting Corporation have partially complied with the 
conditions attached for drawdowns in 2019/20 from the contingency reserve. These entities are being 30 
monitored to ensure compliance is achieved by the end of 2019/20. The National Treasury will separately 
provide a comprehensive analysis of the status of the conditions for all five entities to the committee . 

All departments that requested virements from compensation of employees to other economic 
classifications due to unfilled vacancies should, together with the National Treasury, and within 60 days 
after the adoption of this report by the House, provide a report detailing why budgeted vacancies were 
not filled on time, particularly the critical ones and those on the frontline service delivery points. 

The National Treasury will investigate the causes of these vacancies with the Department of Public Service 
and Administration, and provide a detailed report to Parliament within the 60 days. 

With regards to the R157 million declared unspent allocation for the Jobs Fund by the National Treasury, 
the committee recommends that the Minister of Finance should, within 60 days after the adoption of this 40 
report by the House, submit to Parliament a report on the reasons for this underspending and how it will 
be avoided in future . The National Treasury should also brief the committee on how the Jobs Fund is being 
administered in order to broaden its understanding. 
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The National Treasury has briefed the committee. As outlined in the report, the funds have already been 
committed to projects and have not been declared unspent . 

Approved projects are funded through the budget processes, with the Jobs Fund' s allocations being r ing
fenced or ea rmarked. Projects are required to provide budgets over three years even though their 
expenditure is projected to go beyond the MTEF period . This usually results in benchmarking rather than 
bottom-up budgeting or rescheduling. 

External factors affecting projects include the following: 

• The Jobs Fund only releases grant funding when projects reach contracted milestones, and the weak 
economy has negative ly affected these plans. 
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• Before the Jobs Fund releases grant funding, project partners are required to contribute fund ing. 10 
Where project funds have not been provided timeously, grant fund ing has been delayed. 

• A significant portion of the Jobs Fund portfolio consists of projects in the agricultural sector. Severe 
drought has delayed planned activities such as planting, w ith consequences for the release of grant 
funding. 

These factors have resulted in revised project implementation plans and related annual budgets . The 
Jobs Fund requested that the R157 million be released at a later stage when funds are required by 
implementing projects in order to roll out project activities and achieve the planned job creation targets . 

The Jobs Fund will continue to implement prudent fiscal discipline . Although funds have been committed 
to projects, grant funding will not be released unless performance and matched fund ing targets have 
been met. 

I Recommendations of the Standing Committee on Appropriations on the 
Division of Revenue Amendment Bill {2019} 

The Minister of Finance should ensure that the National Treasury gazettes the following corrections to 
the Conditional Grant Frameworks as well as the New Conditional Grant Frameworks as set out in 
annexures 2 and 3 of the bill, in accordance with section 16(4) of the Division of Revenue Act (2019) : 

Corrections to Conditional Grant Frameworks: 

• llima/Letsema grant framework 
• School infrastructure backlogs grant 
• National health insurance direct grant 
• Human papillomavirus vaccine grant 
• Human resources capacitation grant 
• National health insurance indirect grant: Health facility revitalisation component 
• Provincial roads maintenance grant 
• Integrated urban development grant. 

The corrected frameworks have been gazetted together with the details of the revised allocations, which 
were provided through the Division of Revenue Amendment Act (2019) . 

The Minister of Finance should ensure that there is a consequence management framework and that 
actions are taken against government institutions that continuously underspend on their appropriated 
budgets. 

20 

30 

The National Treasury agrees that there should be consequences for institutions that underspend or 40 
underperform. 
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Provinces and municipalities that underspend face consequences set out in the Division of Revenue Act. 
In terms of sections 18 to 20, if a recipient is anticipated to underspend, further transfers can be withheld, 
stopped or reallocated to another institution. If transferred funds are not spent by the end of the financial 
year, and no rollover is approved, provinces and municipalities must transfer the remaining funds back 
to the National Revenue Fund, or the funds owed will be offset against future transfers. Additional 
discussion is provided in Chapter 6 of the Budget Review. 

I Recommendations of the Select Committee on Appropriations on the Division 
of Revenue Amendment Bill {2019) 

The Minister of Finance must ensure that the National Treasury gazettes the corrections to the Conditional 
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Grant Frameworks as well as the New Conditional Grant Frameworks as set out in annexures 2 and 3 of 10 
the bill, in accordance with section 16(4) of the Division of Revenue Act {2019) as soon as possible. The 
following are the affected grants: 

• llima/Letsema grant 
• School infrastructure backlogs grant 
• National health insurance direct grant 
• Human papillomavirus vaccine grant 
• Human resources capacitation grant 
• National health insurance indirect grant: Health facility revitalisation component 
• Provincial roads maintenance grant 
• Integrated urban development grant 
• Municipal disaster recovery grant 
• Municipal infrastructure grant. 

The corrected frameworks have been gazetted together with the details of the revised allocations, which 
were provided through the Division of Revenue Amendment Act . 

While the committee notes the technical issues behind the school infrastructure backlogs grant 
adjustment and adjustments to infrastructure grants as a whole, the committee recommends that all 
procedural and technical issues be swiftly and effectively dealt with to ensure that the financial support 
for the removal of these backlogs is given, and that government does everything in its power to ensure 
the speedy completion of these projects. 

20 

The National Treasury agrees that all procedural and technical issues need to be dealt with swiftly and 30 
effectively and has engaged the Department of Basic Education on these issues. The National Treasury 
can also confirm that provinces that had their allocations reduced in the 2019 adjustment budget due to 
technical challenges have received their full allocation in the 2020 Budget. 

In order to prevent fiscal dumping and fruitless and wasteful expenditure, the Minister of Finance, 
together with the Ministers of Agriculture, Health and Basic Education and the affected provincial 
treasuries, should ensure that concrete steps are taken to build and demonstrate capacity to spend, 
including developing clear plans to monitor expenditure for proposed additional allocations. Further, the 
ministers need to ensure that the proposed additional allocations are effectively and efficiently spent 
according to the approved plans before the end of this financial year, and provide a progress report to the 
committee in the first quarter of the 2020/21 financial year. The proposed additional a/locations include 40 
the following conditional grants: 

• The ring-fenced R60. 7 million, which was shifted to the Eastern Cape Provincial Department of 
Transport for roads damaged by floods. 

• The new indirect component of the llima/Letsema grant, amounting to R45.3 million, to fund the 
National Food and Nutrition Survey. 
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• The human resources capacitation grant, amounting to R300 million, which is allocated to cater for 
the shortage of funding towards the carry-through costs of filling vacancies in the health sector. 

• The direct component of the national health insurance grant, which will allow provinces to make 
payments directly to contracted health professionals. 

• Additional funding of R700 million to the school infrastructure backlogs grant, which was added to the 
2019/20 a/location. 

• The municipal disaster recovery grant amount of R133.2 million, earmarked for eThekwini 
Metropolitan Municipality and Ugu District Municipality. 

The National Treasury agrees with this recommendation and will monitor the spending of all transferred 
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funds and provide the progress report as requested . 1 O 

The Minister of Finance should ensure that the National Treasury timeously approves the roll-overs 
contained in the bill for all projects near completion for the receiving municipalities (for regional bulk 
infrastructure to be used for emergency Vaal River pollution remediation) and provinces (for medical 
equipment in Limpopo hospital), and provides a progress report to the committee in the first quarter of 
2020/21 . 

The roll-overs have been approved and the funds are available to be spent. The National Treasury will 
provide the progress report as requested . 

The committee appeals to the National Treasury, the Department of Cooperative Governance and 
Traditional Affairs and the South African Local Government Association (SALGA} to continue to support 
municipalities until the Eskom and water boards' debt issues are resolved; and to ensure that the issues 20 
around provincial and national departments owing municipalities are also expeditiously addressed to 
bolster municipal finances . They must further ensure that municipalities create credible credit control 
measures, debt management policies and effective revenue collection strategies; and provide a progress 
report in this regard to the committee in the first quarter of 2020/21 . 

The National Treasury agrees with this recommendation and continues to work with the Department of 
Cooperative Governance and SALGA to support municipalities . The revised municipal budgets, described 
in Chapter 6 of the Budget Review, take account of the need to make payments to Eskom and water 
boards. The smart meter pilot, also described in Chapter 6, could make revenue collection and payments 
more sustainable . 

The National Treasury will provide the progress report as requested. 

The committee requests that the National Treasury consider allocating a budget for the development of 
the Moloto Rail Corridor even if it is spread over a period of five years. The argument that a feasibility 
study found the project to be too expensive was not accepted by the committee, which argued that high 
cost of a project cannot be elevated above the lives of voters who had been promised a better service. 

The Minister of Finance agrees that the loss of life on th is road, and all roads in the country, is 
unacceptable. Improving safety on this route is a priority and work is already under way to improve road 
capacity and safety through infrastructure upgrades. This will be complemented by improving t he safety 
of government-subsidised buses operating along the Mo Joto Corridor and running road safety campaigns. 
The option of building a new railway line along the Moloto Corridor was explored in a feasibility study 

30 

undertaken by the Department of Transport in 2015. The National Treasury's evaluation of this study 40 
concluded that it did not justify investment in a new railway link through the Moloto Corridor route, but 
that it does provide good grounds for improvements to the road infrastructure and transport services 
along the route. These upgrades will be carried out by the South African National Roads Agency Limited 
(SANRAL) . 
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SANRAL is upgrading roads across five municipalities in three provinces to accommodate the large 
volumes of daily traffic along this route. SANRAL is allocated R4.2 billion to upgrade these roads between 
2019/20 and 2022/23. 

The buses that operate along the Moloto Corridor are subsidised by the Gauteng Provincial Government, 
including through funds transferred to the province in the public transport operations grant. The grant 
rules provide for the possibility that the national Department of Transport could take over responsibility 
for managing the contract for this route . This would allow the national department to issue a new 
contract for the route to improve the service. The bus operator on this route has recently implemented 
additional safety measures, including providing advanced driving courses for bus drivers and introducing 
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new buses with cameras and GPS systems. 1 O 

Human settlement and economic development options for this region also need to be considered. A large 
number of residents in this region commute long distances daily to work in Tshwane - a legacy of 
apartheid spatial development policies. The Nationa l Development Plan calls for reducing the commuting 
burden and developing in ways that account for the unique needs and potential of different urban and 
rural areas. Future economic development in the Moloto region could alter commuting patterns, as 
would the decision by some households to take advantage of new housing opportunities closer to their 
places of work. All of these options must be kept open. A bus transport system will be much more flexible 
than a rai l-based system to meet future changes in commuting patterns. 

The Minister of Finance and the Minister of Transport should report progress to Parliament, within three 
months after the adoption of this report, on what has been done since the pronouncement by President 20 
Jacob Zuma - in September 2017 - that the Moloto Rail Development Corridor was a government priority 
and one of the infrastructure development initiatives. 

An update is provided in the response to the previous recommendation. 

I Recommendations of the Select Committee on Appropriations on the 
proposed division of revenue and the conditional grant allocations to 
provincial and local spheres of government 

Given the current state of the country's fiscus presented in the 2019 MTPBS, including proposed budget 
reductions at provincial and local governments levels, which are at the coalface of service delivery, the 
committee recommends that the National Treasury, together with the Department of Cooperative 
Governance and Traditional Affairs, alongside provincial treasuries and provincial cooperative 30 
governance departments, ensure that provinces and municipalities use all the available resources in line 
with the public financial management prescripts in a manner that reduces waste, eradicates opportunities 
for corruption, and promotes quality service delivery as envisaged in the National Development Plan. 

The Minister of Finance agrees with this recommendation and appreciates the call to action for all parts 
of government to redouble their efforts to ensure sound management of public funds. 

Given the levels of under-investment in infrastructure projects by larger urban municipalities, the 
committee recommends that the National Treasury and the Department of Cooperative Governance fast
track the following initiatives and provide a progress report to the committee in the first quarter of the 
2020/21 financial year: 

• Table the Municipal Fiscal Powers and Functions Amendment Bill to standardise the regulation of 40 
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development charges in order for municipalities to recover their capital costs of connecting new 
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• Introduce the dedicated grant funding for large urban municipalities, whereby eligible municipalities 
will receive co-financing on a declining basis over three years. 

• Ensure that capacity-building and improvement of municipal systems a/locations, such as the focal 
government financial management grant and the municipal systems improvement grant, are 
effectively and efficiently utilised for their intended purposes. 

The National Treasury agrees with the recommendations and can report the following updates on each 
item: 

• The draft Municipal Fiscal Powers and Functions Amendment Bill was published for public comment 
in January 2020. Comments are invited until the end of March, after which they will be processed 
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before the revised draft will go to Cabinet before being tabled in Parliament. 10 

• The grant funding for project preparation recommended by the comm ittee is being provided through 
the integrated city development grant, which forms part of the Division of Revenue Bill (2020) . 

• Grants like the financial management grant and the municipal systems improvement grant must be 
used for their intended purpose, as required by the Division of Revenue Act. The effectiveness of the 
capacity-building system for local government is also being reviewed by the National Treasury, with 
in itial results li kely to influence improvements to the system from 2021. 

While the committee understands the need to restructure certain conditional grants, it is of the view that 
grant restructuring, termination or merging must not affect service delivery objectives and proper 
assessment or analysis of grant performance ought to be conducted before any restructuring can happen. 
These include the following affected conditional grants: the human papillomavirus vaccination grant, 20 
which will be merged with the HIV, TB, malaria and community outreach grant; and the fact that from 
2021/22, two new components, mental health and oncology, will be added to the HIV, TB, malaria and 
community outreach grant. 

The National Treasury agrees that grant restructuring should not harm but improve service delivery. Only 
small changes are being made to the structure of conditional grants in 2020/21. The Department of 
Health and the National Treasury will work together to develop a broader strategy that will inform future 
changes to health grants and ensure their alignment to national health insurance reforms. 

With regards to the Moloto Corridor, the committee believes that the loss of many lives in that area must 
come to an end. The committee recommends that the National Treasury consider allocating resources for 
the development of a Moloto Corridor Rail Project over the 2020/21 MTEF period and make use of all 30 
revenue-sourcing avenues at its disposal. The argument that a feasibility study found the project to be too 
expensive is not acceptable given the high levels of road fatalities there, affecting not only the Department 
of Transport, but also the Department of Health, due to the overcrowding in the hospital near the high 
accident zone. The National Treasury should provide a progress report on this during the tabling of the 
2020 Budget. 

This issue has been responded to under an earlier recommendation of the Select Committee on 
Appropriations, recommendations on the Division of Revenue Amendment Bill. 

With regards to the municipalities adopting unfunded budgets, the committee recommends that the 
National Treasury, together with the Department of Cooperative Governance and Traditional Affairs, as 
well as the affected provincial treasuries, expedite the implementation of the revised strategy to address 40 
municipal financial performance failures, which has been endorsed by the Budget Council and Budget 
Forum, the respective intergovernmental forums for provincial and local government finances. A progress 
report hereon should be submitted to the committee in the first quarter of the 2020/21 financial year. 

The National Treasury agrees w ith this recommendation and is already implementing the strategy. 
Chapter 6 of the Budget Review reports on the results of efforts to get municipalities with unfunded 
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budgets to revise their spending plans in line with credible revenue expectations. The National Treasury 
will provide further reports to the committee as requested . 

The committee recommends that the National Treasury, together with the Department of Cooperative 
Governance and Traditional Affairs and affected treasuries, expedite the pilot project of the dis trict 
models, which will be implemented in Oliver Reginald Tambo District Municipality and eThekwini 
Metropolitan Municipality, and ensure that resources allocated to this project are effectively and 
efficiently utilised and value for money is achieved. On completion of the pilot project, the committee 
expects a report identifying lessons learnt during the pilot phase, how resources allocated have been 
utilised and clear recommendations to improve the programme before it is implemented. 
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The National Treasury agrees with this recommendation . The national Department of Cooperative 10 
Governance is coordinating the implementation of the pilots of the district development model. The 
National Treasury will support the department in identifying lessons learnt for the report requested . 

The National Treasury should review the vertical division of nationally raised revenue, in order to ascertain 
whether the 9 per cent allocation to local government is sufficient for the sector to perform its mandate. 

The Minister of Finance has proposed holding a special local government Budget Forum lekgotla to 
discuss the structure of the local government fiscal framework, includ ing the size and structure of 
transfers. 

The National Treasury should engage more extensively with the Financial and Fiscal Commission {FFC) 
and respond more comprehensively to its recommendations, as a constitutional body. Government, and 
specifically the Department of Planning, Monitoring and Evaluation, should provide detailed 20 
implementation plans, including deadlines, for the recommendations that it does agree with . 

Section 214 of the Constitution requires that the FFC's recommendations be considered before tabling 
the division of revenue. Government's responses to the FFC's recommendations related to the divi sion 
of revenue are provided in part 3 of Annexure Wl of the Budget Review. Other FFC recommendat ions 
have been referred to the relevant ministers, who will respond directly to the FFC. The Minister of Finance 
and the Chairperson of the FFC have corresponded to clarify how interactions between the staff of the 
commission and the National Treasury shou ld be structured to fa ci litate a productive working 
relationship . 

In order to have more effective consultation on budgetary matters, the National Treasury and SALGA 
should engage more extensively during the budget planning cycle and not only at the Budget Forum 30 
meetings. 

The National Treasury agrees that ongoing engagements with stakeholders, including SALGA, are 
important to resolving problems in the intergovernmental system. SALGA officials are invited to 
participate in a range of meetings and processes with the National Treasury and others, such as the local 
government equitable share working group and conditional grant framework meetings. The National 
Treasury has proposed collaborat ing with SALGA and the Department of Cooperative Governance to 
produce papers and presentations for the local government Budget Forum lekgot la in 2020. 
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Tax expenditure statement 

I Introduction 

The primary aim of the tax system is to raise sufficient revenue for government spending. It can also 
promote socioeconomic objectives through targeted tax exemptions, deductions or credits. Tax 
expenditures are estimates of the total revenue foregone as a result of this preferential tax treatment. 
This annexure presents government's latest estimates of the fiscal cost of tax expenditures, as well as t he 
methodology used to produce these estimates. 

In 2017/18 - the latest year for which data is available - tax expenditures were estimated at R210 billion 
or 4.5 per cent of GDP. For that year, 35 tax expenditures were calculated compared to 34 in 2014/15, 
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and the largest four expenditures accounted for more than half of the total. These relate to deductions 10 
for pension contributions by employers, vehicle manufacturer incentives, value-added tax (VAT) rel ief for 
basic food items and medical tax credits on contributions to medical schemes. 

The effectiveness of tax incentives in meeting their stated object ives is questionable, particularly in 
developing countries. For example, incentives to promote investment may not materially affect decisions 
on whether to invest or not. Tax expenditures can also undermine the tax principles of equity and 
simplicity, with unintended negative consequences for the efficiency of the tax system and the broader 
economy. Government will continue to monitor and evaluate tax expenditures, and repeal incentives 
that are redundant, inefficient or inequitable. 

I Tax expenditure estimates 

The estimates presented in Table B.2 are calculated using the " revenue foregone" method . This enta ils 20 
comparing actual revenue collections with revenue that wou ld have been collected without the incentive 
in place. 

Most ofthe personal income tax and corporate income tax estimates are calcu lated using administrative 
data from the South African Revenue Service (SARS), which allows expenditure estimates to be accounted 
for on an accrual basis. 

Changes to estimation methods since the 2019 Budget 

The most significant change to the tax expenditure methodology since the 2019 Budget relates to the 
calcu lation of expenditure estimates for VAT zero-rated mun icipa l property rates. 

Previously, the reported municipa l property rates estimates were based on data in vendors' VAT returns 
submitted to SARS. In addition to zero-rated property rates, these returns include other zero-rated 30 
supplies to municipalities, as the design of the VAT return form does not distinguish between each 
category. This resulted in overstated tax expenditure estimates. Going forward, the tax expenditure on 
these property rates will be based on the audited financial statements of municipalities published on the 
National Treasury website. The tax expenditure estimates on VAT zero-rated municipal property rates 
have been recalculated for the reporting period and are now more accurately reflected in Table B.2. 
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beyond the 2020 medium-term expenditure framework period until all business tax incentives have been 

reviewed. 

Table B.1 Tax expenditures proposed for review 
Income Tax Act Effective Current Number of beneficiaries and tax expenditure (R million) Sunset 

date deduction 2013/14 2014/15 2015/16 2016/17 2017/18 clause 

Section 12F 01/01/01 
5% for 20 < 10 < 10 < 10 < 10 < 10 

None 
ea rs 179.3 146.4 157.3 172.5 209.9 

Section 12DA 01/01/08 
20% for 5 <5 < 10 <5 <5 < 10 

None 
ea rs 1.0 9.6 0.1 2 726.1 2 756.1 

21/10/08 
10% for 10 < 10 < 10 < 10 <5 < 10 

Section 13sept None 
ea rs 1.0 0.8 0.6 0.4 1.3 

01/01/12 
< 10 < 10 < 10 < 10 < 10 

01/01/22 Section 120 Exemption 
26.4 13.9 13.2 16.2 3.1 

Source: National Treasury 

The broad criteria used to assess whether a particular incentive is justified include: 

• Has it ever been reviewed? 

• Does it have a sunset clause? 

• Is it in line with current government objectives? 

• Does it support job creation? 

• How many taxpayers are claiming the incentive? 

• Does its provision create unintended consequences or distortions? 

It is unclear whether section 12F, which provides for a deduction for airport and port assets, is meeting 
its objectives. It was introduced in 2001 to promote private investment in public infrastructure. Uptake 
has been slow with only a few taxpayers claiming the incentive. About R600 million is claimed each year. 
Slow uptake may indicate that industry dynamics, beyond the scope of tax incentives, are deterring new 
entrants. To date, the incentive has not been reviewed and has no sunset clause. 

Section 12DA provides for a deduction for rolling stock and was introduced to correct the imbalance 
between the capacity of the transportation network and the infrastructure demands of the growing 
economy. One dominant taxpayer claimed almost RlO billion in each of the 2017 and 2018 tax years, 
raising concerns about the equity of the corporate tax system. 

601 

10 

20 

Section l3sept provides for a deduction for the sale of low-cost residential units by an employer to its 30 
employee through an interest-free loan . It was introduced to address challenges in providing low-cost 
residential houses to employees by means of lease agreements. Between 2013/14 and 2017/18, few 
taxpayers cla imed the incentive. The low tax expenditure values and number of beneficiaries implies that 
this incentive may not be an appropriate mechanism to achieve its objective . 

Section 120 was introduced to encourage a profit-driven rather than expenses-driven approach in the 
filmma king industry, after the accelerated write-off (section 24F of the Income Tax Act) was exploited . 
The film industry receives separate on-budget support to promote its growth and development, calling 
into question the need for the tax incentive, which has few claimants and is subject to lobbying for 
increased benefits. 
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R million 

Personal income tax 

Retirement fund contributions
1 

Pension contributions - employees 

Pension contributions - employers 

Provident contributions - employees 

Provident contributions - employers 

Retirement annuity 

Medical 

Medical tax credits on contributions 
2 

Medical tax credits on out-of-pocket expenditure 

Interest exempti ons 

Secondary rebate (65 years and older) 

Tertiary rebate (75 years and older) 

Donations 

Capital gains tax(annual exclusion) 

Venture capital companies 

Total personal income tax 

Corporate Income tax 

Small business corporation tax savings 

Reduced headline rate 

Section 12£ depreciation allowance 

Research and development 

Learnership allowances 

Strategic industrial projects (121) 

Film incentive
3 

Urban development zones 

Employment tax incentive 

Energy-efficiency savings 

Participation exemption
4 

Total corporate income tax 
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2014/15 

53 707 

13 019 

23882 

10087 

6 718 

22 004 

17 852 

4152 

2 478 

1868 

160 

951 

482 

26 

81676 

2 641 

2 607 

33 

207 

952 

423 

15 

232 

2 420 

135 

4 907 

11932 

2015/16 

58 980 

14 363 

26 348 

11129 

7141 

22 595 

18477 

4118 

2 814 

1922 

179 

707 

529 

207 

87 934 

2 839 

2 795 

44 

277 

1 068 

479 

13 

257 

4 063 

1 057 

4122 

14175 

2016/17 

73 547 

15 014 

29064 

3 285 

12 303 

13881 

25 381 

20289 

5 092 

3 173 

2 173 

190 

807 

679 

213 

106 163 

2 880 

2838 

42 

232 

1070 

690 

16 

273 

4 656 

1192 

6 294 

17 304 

2017/18 

77 375 

17 008 

31987 

3 947 

13 249 

11184 

24111 

19 297 

4 814 

3 257 

1 941 

170 

809 
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201 

108 465 

2 549 

2 510 

39 

150 

568 

418 

3 

295 

4 317 

456 

3 421 

12176 

123 
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Table B.2 Tax expenditure estimates (continued) 
R million 2014/15 

Value-added tax 

Zero-rated supp l ies 47 002 

19 basic food items 5 21503 

Petrol 6 16 065 

Diesel 6 2146 

Paroffin 6 659 

Municipal property rates 6402 

Reduced inclusion rate for commercial accommodation 228 

Exempts uppl i es (public trans port an d education) 1256 

Total value-added tax 48 259 

Customs duties and excise 

Motor vehicles (MIDP/APDP, includ i ng IRCCs)
7 23 467 

Texti I e and clothing (duty credits - DCCs )
7 539 

Furniture and fixtures 180 

Other customs 
8 911 

Diesel refund
9 6 900 

Total customs and excise 31997 

Total tax expenditure 173 863 

2015/16 

47 941 

22 793 

15 901 

1911 

536 

6567 

233 

1332 

49 273 

26 936 

788 

217 

1040 

9 283 

38 264 

189 646 

2016/17 

50 521 

24 411 

16150 

1842 

569 

7 285 

263 

1426 

51947 

28 362 

725 

181 

963 

5 037 

35 268 

210 682 

2017/18 

54 254 

26023 

17080 

2 049 

665 

8130 

307 

1520 

55 774 

28 754 

712 

198 

875 

3 025 

33 564 

209 979 

Tax expenditure as % of total gross tax revenue 17.6% 17.7% 18.4% 17.3% 

Total gross tax revenue 986 295 1 069 983 1144 081 1 216 464 

Tax expenditure as% of GDP 4.5% 4.6% 4.8% 4.5% 
1. Some of this tax expenditure is recouped when amounts are withdrawn as either a lump sum or an annuity. From 

2016/17 onwards provident fund employee contributions became deductible and a higher percentage contribution 
for all retirement funds was allowed, alongside a monetary cap of R350 000. The estimate for the tax expenditure 
of provident fund employer contributions (for all years) was included for the first time in the 2019 Budget 

2. Medical credits were introduced in 2012/13 to replace income tax deductions for medical scheme contributions 
3. Tax expenditure for all years is attributable to allowances under section 24F and exemptions under section 120 
4. Tax expenditure only attributable to foreign dividends. Capital gains tax on share sales not included 
5. VAT relief in respect of basic food items based on 2010/11 Income and Expenditure Survey data 
6. Based an fuel volumes and average retail selling prices 
7. Motor Industry Development Programme {MIDP), replaced in 2013 by the Automotive Production Development 

Programme (APDP); import rebate credit certificate {IRCC}; duty credit certificates {DCC) 
8. Goods manufactured exclusively for exports, television monitors and agricultural goods exempted 
9. Diesel refund previously offset against domestic VAT has been added 
Source: National Treasury 
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ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republ ic of South Africa 
dated 26 February 2020 

Additional tax policy and 
administrative adjustments 

This annexure should be read with Chapter 4 of the Budget Review. It elaborates on some of the proposals 
contained in the chapter, clarifies certain matters and presents additional technical proposals arising 
from the annual tax policy process . 

I Personal income tax 

The proposed tax schedule in Table 4.4 in Chapter 4 more than compensates individuals for the effect of 
inflation. The effects of these proposals are set out in tables C.1, C.2 and C.3. 

Table C.1 Annual income tax payable and average tax rates, 2020/21 (taxpayers below 65) 
Taxable income (R) 2019/20 rates Proposed Tax change (R) % change Average tax rates 

(R) 2020/21 rates Old rates New rates 
(R) 

85 000 1080 342 -738 -68.3% 1.3% 0.4% 

90 000 1980 1 242 -738 -37.3% 2.2% 1.4% 

100 000 3 780 3 042 -738 -19.5% 3.8% 3.0% 

120 000 7 380 6 642 -738 -10.0% 6.2% 5.5% 

150 000 12 780 12 042 -738 -5.8% 8.5% 8 .0% 

200 000 22 112 21 042 -1070 -4.8% 11.1% 10.5% 

250 000 35 112 33 570 -1 542 -4.4% 14.0% 13.4% 

300 000 48112 46 570 -1542 -3.2% 16.0% 15.5% 

400 000 78 819 76 490 -2 330 -3 .0% 19.7% 19.1% 

500 000 113 654 110 235 -3 420 -3 .0% 22.7% 22.0% 

750 000 210 320 205 313 -5 007 -2.4% 28.0% 27.4% 

1 000 000 312 820 307 813 -5 007 -1.6% 31.3% 30.8% 

1500000 517 820 512 813 -5 007 -1.0% 34.5% 34.2% 

2 000 000 742 820 734 721 -8 099 -1.1% 37.1% 36.7% 
Source: National Treasury 
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Table C.2 Annual income tax payable an 
Taxable income (R) 2019/20 rates Proposed 

(R) 2020/21 rat 

(R) 
120 000 - -

150 000 4 986 3 843 

200 000 14 318 12 843 

250 000 27 318 25 371 

300 000 40 318 38 371 

400 000 71025 68 291 

500 000 105 860 102 036 

750 000 202 526 197 114 

1000 000 305 026 299 614 

1 500 000 510 026 504 614 

2 000 000 735 026 726 522 
Source: National Treasury 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

d average tax rates, 2020/21 (taxpayers aged 65 to 74) 
Tax change (R) % change Average tax rates 

es Old rates New rates 

0 .0% 0.0% 

-1143 -22 .9% 3.3% 2 .6% 

-1475 -10.3% 7.2% 6 .4% 

-1947 -7 .1% 10.9% 10.1% 

-1947 -4.8% 13.4% 12 .8% 

-2 735 -3.9% 17.8% 17.1% 

-3 825 -3.6% 21.2% 20 .4% 

-5 412 -2 .7% 27 .0% 26.3% 

-5 412 -1.8% 30.5% 30.0% 

-5 412 -1.1% 34.0% 33.6% 

-8 504 -1.2% 36.8% 36.3% 

Table C.3 Annual income tax payable and average tax rates, 2020/21 (taxpayers aged 75 and over) 
Taxable income (R) 2019/20 rates Proposed Tax change (R) % change Average tax rates 

(R) 2020/21 rate s Old rates New rates 
IRl 

150 000 2 385 1107 -1 278 -53.6% 1.6% 0.7% 

200 000 11 717 10 107 -1 610 -13.7% 5.9% 5.1% 

250 000 24 717 22 635 -2 082 -8.4% 9.9% 9.1% 

300 000 37 717 35 635 -2 082 -5 .5% 12.6% 11.9% 

400 000 68 424 65 555 -2 870 -4.2% 17.1% 16.4% 

500 000 103 259 99 300 -3 960 -3.8% 20.7% 19.9% 

750 000 199 925 194 378 -5 547 -2.8% 26.7% 25 .9% 

1000 000 302 425 296 878 -5 547 -1.8% 30.2% 29.7% 

1500 000 507 425 501878 -5 547 -1.1% 33 .8% 33.5% 

2 000 000 732 425 723 786 -8 639 -1.2% 36.6% 36.2% 
Source: National Treasury 

I Customs and excise duty 

Government proposes that the customs and 
of part 2 of schedule 1) be amended with eff 

excise duties in the Customs and Excise Act (1964, section A 
ect from 26 February 2020 to the extent shown in Table C.4. 
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ANN EXURE C: ADDITIONAL TAX POLICY AND ADMINISTRATIVE ADJUSTMENTS 

Table C.4 Specific excise duties, 2019/20-2020/21
1 

Tariff item Tariff Article description 2019/20 2020/21 

subheading Rate of excise Rate of excise 

duty duty 

104.00 PREPARED FOODSTUFFS; BEVERAGES, SPIRITS AND 

VINEGAR; TOBACCO 

104.01 19.01 Malt extract; food preparations of flour, groats, meal, starch 

or malt extract, not containing cocoa or containing less than 

40 per cent by mass of cocoa calculated on a totally defatted 

basis, not elsewhere specified or included; food preparations 

of goods of headings 04.01to04.04, not containing cocoa or 

containing less than S per cent by mass of cocoa calculated on 

a totally defatted basis not elsewhere specified or included: 

104.01.10 1901.90.20 Traditional African beer powder a s defin e d in 34, 7c/kg 34,7c/kg 

Additiona l Note 1 to Chaoter 19 

104.10 22.03 Beer made from malt: 

104.10.10 2203.00.0S Traditiona l African beer as defined in Additional Note 1 7,82c/I i 7,82c/I i 

to Chapter 22 

104.10.20 2203.00.90 Other R102 .07/ li aa R106.S6/li aa 

104.15 22.04 Wine of fresh grapes, including fortified wines; grape must 

(excluding that of heading 20.09) : 

104.lS.01 2204.10 Sp arkling wine RB.SS/Ii R14.36/l i 

104.15 2204.21 In containers holding 2 Ii or less: 

104.15 2204.21.4 Unfortified wine: 

104.lS.03 2204.21.41 With an a lcoholic strength of at lea st 4.5 per ce nt by R4 .20/li R4.39/l i 

volume but not exceeding 16.5 perce nt by vol. 

104.lS.04 2204.21.42 Other R204.1S/li aa R2B.13/l i a a 

104.15 2204.21.5 Fortified wine: 

104.lS.OS 2204.21.Sl W ith an a I co ho l i cs tre n gth of at I east lS per cen t by R7 .03/li R7.34/li 

volume bu t not exceed i ng 22 per cent by vol. 

104.lS .06 2204.21.52 Oth er R204.1S/li aa R213 .B/I i a a 

104.15 2204.22 In containers holding more than 2 Ii but not more than 10 Ii : 

104.15 2204.22.4 Unfortified wine: 

104.lS.B 2204.22.41 With an a I co ho Ii c strength of at lea st 4.S per cent by R4.20/li R4.39/l i 

volume but not exceeding 16.S per cent by vol. 

104.lS.l S 2204.22.42 Oth e r R204.1S/li aa R2B.13/li aa 

104.15 2204.22.5 Fortified wine: 

104.lS.17 2204.22.51 With an a l coholic stren gth of at least lS p e r cent by R7 .03/l i R7 .34/l i 

volume but not exceeding 22 per cent by vol. 

104.lS.19 2204.22.52 Other R204.1S/I i a a R2B .13/li aa 

104.15 2204.29 Other: 

104.15 2204.29.4 Unfortified wine: 

104.lS.21 2204.29.41 W ith an alcohol ic strength of a t lea st 4.S per cent by R4.20/li R4.39/l i 

vo l ume but not excee ding 16.5 percent by vol . 

104.15.23 2204.29.42 Other R204.1S/I i a a R213.B/I i a a 

104.15 2204.29.5 Fortified wine: 

104.1S.2S 2204.29.Sl With an a lcoholic strength of at least lS per cent by R7 .03/l i R7.34/l i 

volume but not exceeding 22 per cent by vol. 

104.lS.27 2204.29.S2 Other R204 .1S/I i a a R2B.B/I i a a 

104.16 22.05 Vermouth and other wine of fresh grapes flavoured with 

plants or aromatic substances: 

104.16 2205.10 In containers holding 2 Ii or less: 

104.16.01 220S.10.10 Soa rk l i ng RB .SS/ Ii R14.36/li 

104.16 2205.10.2 Unfortified: 

104.16.03 220S.10.21 W ith an a I co ho I i c strength of at I east 4.S per cent by R4 .20/li R4.39/l i 

volume but not excee din g 15 p er cent by vol . 

104.16.04 220S.10.22 Other R204.15/li aa R2B.13/li aa 
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Table C.4 Specific excise duties, 2019/20-2020/21 (continued) 
Tariff item Tariff Article description 2019/20 2020/21 

subheading Rate of excise Rate of excise 

duty duty 

104.16 2205.10.3 Fortified: 

104.16.05 2205.10.31 W i th an alcoholic strength of at least 15 per cent by R7.03/I i R7.34/I i 

volume but not exceeding 22 per cent by vol . 

104.16.06 2205.10.32 Other R204.15/I i a a R213 .13/I i a a 

104.16 2205.90 Other: 

104.16 2205.90.2 Unfortified: 

104.16.09 2205.90.21 With an alcoholic strength of a t least 4.5 per cent by R4 .20/li R4.39/I i 

volume but not exceed in g 15 per cent by vol. 

104.16.10 2205 .90.22 Other R204.15/li aa R213 .13/l i aa 

104.16 2205.90.3 Fortified: 

104.16.11 2205.90.31 With an alcoholic strength of at least 15 per cent by R7 .03/l i R7 .34/li 

volume but not exceeding 22 per cent by vol . 

104.16.12 2205.90.32 Other R204.15/l i aa R213 .13/l i aa 

104.17 22.06 Other fermented beverages (for example, cider, perry, mead, 

sake); mixtures of fermented beverages and mixtures of 

fermented beverages and non-alcoholic beverages, not 

elsewhere specified or included: 

104.17.03 2206.00.05 Sparkling fermented fruit or mead beverages; mixtures R13.S5/I i R14.36/li 
of sparkling fermented beverages derived from the 

fermentation of fruit or honey; mixtures of sparkling 

f ermented fruit or mead b everages and non -alcohol i c 

beverages 

104.17.05 2206.00.15 Traditional African beer as defined in Add i tional Note 1 7,82c/1 i 7,82c/1 i 
to Chapter 22 

104.17.07 2206.00.17 Other fermented beverage s, unforti fi e d, with an R102 .07/l i aa R 106.56/I i a a 
alcoholic strength of less than 2.5 percent by volume 

104.17.09 2206.00.19 Oth er fermented beverage s of non -ma I te d cerea I grains, R 102.07 /Ii a a R106.56/l i aa 

unfortified , w i th an alcoholic strength of at least 2.5 per 

cent by volume but not exceeding 9 per cen t by vol. 

104.17.11 2206.00.21 Other mixtu res of fermented beverages of non -malted R102 .07/l i aa R106.56/li aa 

ce rea I grains and non -a I coho Ii c beverages, unfortified , 

with an alcoholic strength of at least 2.5 per cent by 

volume but not exceeding 9 per cent by vo l . 

104.17.15 2206.00.81 Other fermented apple or pear beverages , unfortified , R102.07 /Ii a a R106.56/l i aa 
with an alcoholic strength of at leas t 2.5 percent by 

volume but not exceeding 15 percent by vol . 

104.17.16 2206.00.82 Oth er fermented fruit beverages and mead beverages , R102.07 /Ii a a R 106.56/I i a a 

including mixtures of fermented beverages de rived from 

th e fe rm e ntati on of fruit or hon ey, u nforti fie d, with an 

alcoholic strength of at least 2.5 per cent by volume but 

not exceeding 15 percent by vol . 

104.17.17 2206.00.83 Other fermented apple or pear beverages , fortified, with R81.71/li aa R85.25/I i a a 
an alcohol ic strength of at least 15 per ce nt by volume 

but not exceed ing 23 percent by vol . 

104.17.21 2206.00.84 Other fermented fruit beverages and mead beverages R81.71/li aa R85.25/l i aa 
including mixtures of fermented beve rages derived from 

the fermenta tion of fruit or honey, fortified , with an 

a I coho I ic stre ngth of at I east 15 percent by volume but 

not exceed i ng 23 per cent by vol . 

104.17.22 2206.00.85 Oth er mixtures of fermented fruit or m ea d beverages R102 .07/li aa R 106.56/I i a a 

and non-alcoholic beverages, unfortified , with an 

a I coho I i c strength of at I east 2.5 percent by volume but 

not exceeding 15 per cent bv vol . 
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Table C.4 Specific excise duties, 2019/20- 2020/21 (continued) 
Tariff item Tariff Article description 2019/20 2020/21 

subheading Rate of excise Rate of excise 

duty duty 

104.17.25 2206.00.87 Other mixtures of fermented fruit or mead beverages R81.71/li aa R85.25/I i a a 

and non -alcoholic beverages, fortified , w i th an 

alcoholic strength of at least 15 per cent by volume but 

not exceeding 23 per cent by vol. 

104.17.90 2206.00.90 Other R204.15/li aa R213.13/ I i a a 

104.21 22.07 Undenatured ethyl alcohol of an alcoholic strength by volume 

of 80 per cent vol. or higher; ethyl alcohol and other spirits, 

denatured, of any strength: 

104.21.01 2207.10 Undenatured ethyl alcohol of an alcohol i c strength by R204.15/I i a a R213.13/I i a a 

volume of 80 per cent vol . or higher 

104.21.03 2207.20 Ethyl alcohol and others pi rits, de natured, of any R204.15/I i a a R213 .13/I i aa 

strength 

104.23 22.08 Undenatured ethyl alcohol of an alcoholic strength by volume 

of less than 80 per cent vol.; spirits, liqueurs and other 

spirituous beverages: 

104.23 2208.20 Spirits obtained by distilling grape wine or grape mare: 

104.23 2208.20.1 In containers holding 2 Ii or less: 

104.23.01 2208.20.11 Brandy as defined in Additional Note 7to Chapter22 R183.73/li aa R191.82/I i a a 

104.23.02 2208.20.19 Other R204.15/I i a a R213.13/I i a a 

104.23 2208.20.9 Other: 

104.23.03 2208.20.91 Brandy as defined in Additional Note 7to Chapter22 R183 .73/li aa R191.82/l i aa 

104.23.04 2208.20.99 Other R204.15/I i a a R213 .13/I i a a 

104.23 2208.30 Whiskies: 

104.23.05 2208.30.10 In containers hold ing 2 Ii or less R204.15/I i a a R213 .13/li aa 

104.23.07 2208.30.90 Other R204 .15/I i a a R213 .13/I i a a 

104.23 2208.40 Rum and other spirits obtained by distilling fermented 

sugarcane products: 

104.23 .09 2208.40.10 I n co n ta i n e rs ho I d i n g 2 I i or I es s R204 .15/I i a a R213 .13/l i aa 

104.23.11 2208.40.90 Other R204.15/I i a a R213 .13/li aa 

104.23 2208.50 Gin and Geneva: 

104.23.13 2208.50.10 In contain e rs holding 2 I i or less R204.15/I i a a R213 .13/l i aa 

104.23.15 2208.50.90 Other R204.15/I i a a R213 .13/I i a a 

104.23 2208.60 Vodka: 

104.23.17 2208.60.10 In containers ho I ding 2 I i or less R204.15/I i a a R213 .13/I i a a 

104.23.19 2208.60.90 Other R204.15/I i a a R213 .13/I i a a 

104.23 2208.70 Liqueurs and cordials: 

104.23 2208.70.2 In containers holding 2 Ii or less: 

104.23.21 2208.70.21 With an a I coho Ii c strength by volume exceeding 15 per R81.71/li aa R85 .25/li aa 

cent by vol. but not exceeding 23 per cent by vol. 

104.23.22 2208.70.22 Other R204 .15/I i a a R213 .13/li aa 

104.23 2208.70.9 Other: 

104.23.23 2208.70.91 With an alcoholic strength by volume exceeding 15 per R81.71/li aa R85.25/li aa 

cent by vol . but not exceeding 23 per cent by vol. 

104.23.24 2208.70.92 Other R204.15/I i a a R213 .13/l i aa 

104.23 2208.90 Other: 

104.23 2208.90.2 In containers holding 2 Ii or less: 

104.23.25 2208.90.21 With an alcoho li c strength by volume exceeding 15 per R81.71/li aa R85.25/li aa 

cent by vol . but not exceeding 23 percent by vol. 

104.23.26 2208.90.22 Other R204 .15/I i a a R213.13/I i a a 

104.23 2208.90.9 Other: 

104.23.27 2208.90.91 With an alcoholic strength by volume exceeding 15 per R81 . 71/I i a a R85.25/ l i aa 

cent by vol . but not exceeding 23 per cent by vol. 

104.23.28 2208.90.92 Other R204.15/li aa R213.13/I i a a 
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Table C.4 Specific excise duties, 2019/20- 2020/21 (continued} 
Tariff item Tariff Article description 2019/20 

subheading Rate of excise 
duty 

104.30 24.02 Cigars, cheroots, cigarillos and cigarettes, of tobacco or of 
tobacco substitutes: 

104.30 2402.10 Cigars, cheroots and cigarillos containing tobacco: 

104.30.01 2402 .10.10 Imported from Switzerl an d R3901 .04/kg 
net 

104.30.03 2402.10.90 Other R3901 .04/kg 

net 

104.30 2402.20 Cigarettes containing tobacco: 

104.30.05 2402.20.10 Imported from Switzerland RS .33/10 
cigarettes 

104.30.07 2402.20.90 Oth er RS.33/10 
ciga rettes 

104.30 2402.90.1 Cigars, cheroots and cigarillos of tobacco substitutes : 

104.30.09 2402 .90.12 Im ported from 5witze rl and R3901 .04/kg 
net 

104.30.11 2402 .90.14 Oth er R3901.04/kg 
net 

104.30 2402.90.2 Cigarettes of tobacco substitutes : 

104.30.13 2402.90.22 Imported from Switzerland RS.33/10 
cigarette s 

104.30.15 2402 .90.24 Other RS.33/10 
cigarettes 

104.35 24.03 Other manufactured tobacco and manufactured tobacco 
substitutes; "homogenised" or "reconstituted" tobacco; 
tobacco extracts and essences : 

104.35 2403.1 Smoking tobacco, whether or not containing tobacco 

substitutes In any proportions: 
104.35.01 2403.11 Water pipe tobacco specified in Subhe a ding Note 1 to R215 .52/kg 

Chapter 24 net 
104.35 2403.19 Other: 

104.35.02 2403.19.10 Pip e tobacco in immedi ate pack ings of a content of less R215 .52/kg 
than 5 kg net 

104.35.03 2403.19.20 Other pipe tobacco R215 .52/kg 
net 

104.35.05 2403 .19.30 Cigarette tobacco R374.58/kg 

104.35 2403.91 "Homogenised" or "reconstituted" tobacco: 

104.35.11 2403.91.10 Imported from Switzerland -

104.35.13 2403 .91.90 Other -

104.35 2403.99 Other: 

104.35.15 2403.99.30 Other cigarette tobacco su bstitu tes R374 .58/kg 

104.35.17 2403.99.40 Oth er p ipe tobacco substitutes R215.52/kg 
net 

104.35.19 2403 .99.90 Other -
1. The chapter references in this table refer to chapters of the schedule to the Customs and Exe1se Act (1964) 
Source: National Treasury 

2020/21 
Rate of excise 

duty 

R4193 .62/kg 
net 

R4193 .62/kg 
net 

RS .70/10 
cigarette s 

RS.70/10 
ciga re ttes 

R4193 .62/kg 
net 

R4193 .62/kg 
net 

RS.70/10 
cigarettes 

RS .70/10 
cigarette s 

R231.69/kg 
net 

R231.69/kg 
net 

R231 .69/kg 
ne t 

R391.06/kg 

R815 .63/kg 

R815 .63/kg 

R391 .06/kg 

R231.69/kg 
net 

R815 .63/kg 

In terms of section 48 of the Customs and Excise Act, part 2A of schedule 1 is amended to the extent set 
out overleaf. 
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Table C.5 Amendments to part 2A of Schedule No. 1 
By deletion of the following: 

Tariff item Tariff subheading Article description 

104.35 .07 2403.99.30 Ot her ci gare tte tob acco s ubstitu te s 

104.35.09 2403.99.40 Oth e r i e toba cco sub s t itutes 

By the insertion of the following: 

Rate of excise dut 

R374.58/kg 

R215.52/ k net 

Tariff item Tariff subheading Article description Rate of excise d 

104.35 2403.91 "Homo enised" or "reconstituted" tobacco: 

104.35.11 2403.91.10 
104.35.13 2403.91.90 

104.35.15 2403.99.30 
104.35 .17 2403.99.40 
104.35.19 2403.99.90 
Source : SA RS 

Imported from Sw itzerland 

Oth e r 

Oth er ciga rette tob a cco s ubstitutes 

Oth er p ipe tobacco substitutes 

Oth er 

R8 15.63/kg 

R815 .63/kg 

R391.06/kg 

R231.69/kg ne t 

R815.63/k 

In terms of section 75 of the Customs and Excise Act, schedule 6 is amended to the extent set out be low. 

Table C.6 Amendments to Schedule No. 6 
By deletion of the follow ing: 

Rebate item Tariff item Rebate code CD Description 

622.07 104.35.07 05.01 74 Other ciga rette to bacco su bstitu tes 

622.07 104.35.09 06.01 72 Other p i pe toba cco substi tutes 
622.12 104.35.07 05.01 73 Oth er ci ga rette tobacco substitute s 

622.12 104.35.09 06.01 71 Other pi pe tobacco subs ti lutes 

622.22 104.35.07 05.01 71 Oth e r ci ga rette tobacco substi t utes 

622.22 104.35.09 06.01 75 Other i e tobacco substitutes 

By I nsertlon of the following : 

Rebate item Tariff item Rebate code CD Description 

622.07 104.35.11 05.01 71 Impo rte d fro m Switzerlan d 

622.07 104.35.13 06.01 76 Oth er 

622.07 104.35.15 07.01 78 Oth e r ci garette to bacco s ub stitutes 

622.07 104.35.17 08.01 76 Oth e r pipe to bacco su bsti tutes 

622.07 104.35.19 09.01 74 Oth e r 

622.12 104.35. 11 05 .01 70 Impo rte d from Switzerl a nd 
622.12 104.35.13 06.01 79 Oth er 

622.12 104.35.15 07.01 77 Oth er ciga rette tobacco s ubstitutes 
622.12 104.35.17 08.01 75 Oth er pipe toba cco substitu tes 

622. 12 104.35.19 09.01 73 Oth e r 

622.22 104.35.11 05.01 79 I mpo rte d from Switzerl an d 

622.22 104.35.13 06.01 77 Oth er 

622.22 104.35.15 07.01 75 Oth er ci arette tobacco substitutes 

Extent of rebate Extent of refund 

Ful I d u t y 

Ful I d u ty 
Ful I d u ty 

Ful I duty 

As p rovided in Note 4 to this Section 

As p rovided in Note 4 to this Section 

Extent of rebate Extent of refund 

Ful I d u ty 

Ful I d u t y 

Fu l I duty 

Ful I duty 

Ful I d u ty 

Fu ll d ut y 
Fu ll d u ty 

Fu l l du ty 

Ful I d u ty 

Ful I duty 

As provided in Note 4 to this Se ction 

As provided in Note 4 to th is Section 

As rovided in Note 4 to th is Section 

Rvln<nnl~n t'LIJL!S...J""'-'""'"""----r---.--------------.------.--------------
Rebate item t-T_a_rif_f_it_em_-t-R_e_ba_te_c_od_e--t-_C_D_t-D_e_sc_n~·p_ti_on _ ________ t-E_x_te_n_t _of_r_e_ba_t_et-E_xt_e_n_t o_f_r_ef_u_nd _ _____ _ _ 

622.22 

622.22 

Source : SARS 

104.35. 17 

104.35.19 

08.01 73 Oth e r pipe tobacco sub stitutes As provi d ed In Note 4 to th is Sect io n 

09.01 89 Oth e r As provi d ed in Not e 4 to th is Section 

I Additional tax amendments 

Additional tax amendments proposed for the upcoming legislative cycle are set out be low. 

Individuals, employment and savings 

Reimbursing employees for business travel 

If an employee spends a night away from home for business purposes, an employer may reimburse the 

610 

10 

20 

30 

40 

employee for meals and incidental costs. This reimbursement is not taxed, provided the amount does 50 
not exceed the amount published by the Commiss ioner of the South African Revenue Service (SARS) in 
the notice . If an employee is away from the office on a day trip, advances or reimbursements are not 
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taxed if the employee can prove that they incurred these expenses on the instruction of the employer, 
in the furtherance of the employer's trade. An anomaly arises when an employee purchases meals and 
incurs incidental costs during a day trip for work, but the employer has not explicitly instructed the 
employee to do so. To address this anomaly, it is proposed that the legislation be amended to exclude 
reimbursement expenses incurred by an employee for meals and incidental costs during a business day 
trip, provided the employer's policy allows for such reimbursement. 

Clarifying deductions in respect of contributions to retirement funds 

Paragraphs S(l)(a) and 6(1)(a) of the second schedule to the Income Tax Act (1962) make provision for a 
deduction of retirement fund contributions that did not qualify for a deduction in terms of section 11F of 

611 

the act. These paragraphs refer to "own contributions", which inadvertently prevents employer 10 
retirement fund contributions on behalf of employees (made on or after 1 March 2016) from qualifying 
for a deduction under either paragraph . It is proposed that the legislation be amended to remove this 
anomaly. 

Addressing the circumvention of anti-avoidance rules for trusts 

In 2016, anti-avoidance measures were introduced to curb the transfer of growth assets to trusts using 
low interest or interest-free loans, which was done to avoid estate duty on the asset's subsequent growth 
in value . In 2017, these rules were strengthened to prevent the transfer of growth assets through low 
interest or interest-free loans made to companies owned by trusts. Certain taxpayers are undermining 
the adjusted rules by subscribing for preference shares in companies owned by trusts that are connected 
to the individuals. To curb this new form of abuse, it is proposed that the rules preventing tax avoidance 20 
through the use of trusts be amended. 

Addressing an anomaly in the rollover of amounts claimable under the employment tax incentive 

If the amount available to be claimed by a compliant employer in respect of the monthly employment 
tax incentive (ETI) is not claimed in that respective month, it can be claimed in the following month. Any 
unclaimed monthly ETI must be claimed by August or February, whichever is the last month of each 
reconciliation period . If the monthly ETI is not claimed by that time, the compliant employer forfeits that 
amount. However, if a non-compliant employer did not claim any ETI for an employee they were entitled 
to claim for, the employer is able to claim the ETI in any subsequent month when it becomes compliant. 
This creates an anomaly because non-compliant employers benefit more than compliant employers . It is 
proposed that the legislation be amended to address this anomaly. 30 

Addressing an anomaly in the tax exemption of employer-provided bursaries 

A number of employer bursary schemes seek to reclassify ordinary remuneration as a tax-exempt bursary 
granted to the dependants of an employee. Government proposes to close this loophole. These 
amendments will take effect on 1 March 2020. 

Business (general) 

Addressing anomalies on the acquisition of assets in exchange for debt issued 

The Income Tax Act sets out rules for the tax treatment of "share for share" and "asset for share" 
transactions, and for curbing value-shifting arrangements under these transactions. The act contains a 
rule to determine the base cost of assets acquired by a company in exchange for the issue of debt by that 
company. The interaction between the specific base cost rule for debt issued on the acquisition of assets 40 
and the act's general provisions for determining the base cost creates unintended consequences. Some 
taxpayers are of the view that the specific rule overrides other anti -avoidance measures dealing with 
disposals between connected individuals. To address these concerns, it is proposed that the legislation 
be amended. 
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Refining the interaction between the anti-avoidance provisions for intra-group transactions: 

Current corporate reorganisation rules allow for the tax-neutral transfer of assets between compan ies 
that are part of the same group. These provisions contain anti -avoidance measures to limit the abuse of 
these rules through : 

• Early disinvestment in transferred assets 

• External distribution of intra-group sale proceeds 

• Transfers of assets and assumption of related debt 

• De-grouping the group of companies that entered into an intra-group sale. 

612 

In 2019, the legislation was amended to clarify the interaction between the anti -avoidance rules for de- 10 
grouping a group of companies and the anti-avoidance rules for the early disinvestment in transferred 
assets. However, the interaction between the anti -avoidance rules for de-grouping, and rules for the 
transfer of assets and the assumption of related debt may result in double taxation . It is proposed that 
the legislation be amended to address this anomaly. 

Clarifying rollover relief for unbundling transactions: 

The Income Tax Act makes provision for rol lover relief where shares of a resident company (referred to 
as an unbundled company) that are held by another resident company (referred to as an unbundling 
company) are distributed to the shareholders of that unbundling company in accordance with the 
effective interest of t hose shareholders . However, these unbundling transactions are subject to an anti-
avoidance rule that excludes the shareholders and the unbundling company from benefitting from the 20 
rollover relief if 20 per cent or more of the shares in the unbundled company are held by non-residents 
- either alone or together with individuals connected to those non-residents - after the transaction . This 
rule aims to limit the extent to which taxpayers can distribute tax-free shares in resident companies to 
non-res idents. The current rule creates a loophole. To close this loophole, it is proposed that the 
legislation be amended to make provision for the 20 per cent rule to apply irrespective of whether non-
resident shareholders are connected to each other. 

Business (financial sector) 

Taxation of insurance 

Tax treatment of deposit insurance scheme: 

Government is establishing a deposit insurance scheme to protect depositors in the event of a bank 30 
failure, which in turn will contribute to the stability of the South African financial system. It is envisaged 
that each bank will make stipulated contributions to the scheme. It is proposed that tax implications 
relating to the deposit insurance scheme be considered . 

Clarifying the meaning of "asset" for the taxation of long-term insurers: 

The rules in the Income Tax Act dealing with the taxation of long-term insurers make provision for assets 
to be allocated to the relevant fund and the profit to be taxed when annual transfers are made to the 
corporate fund. The transfer amounts are calculated by deducting the adjusted International Financial 
Reporting Standards (IFRS) value of liabilities from the market value of assets in the policyholder and risk 
policy funds . A problem arises with the treatment of assets that do not have an open market value, for 
example, prepayments. Prepayments are treated as assets for financial reporting purposes and they 40 
cannot be separately disposed of in the open market. To address these concerns, it is proposed that the 
legislation be amended to make provision for those assets that do not have a market value. 

Reviewing the interaction between rules for the taxation of benefits received by short-term insurance 
policyholders and the tax treatment of related expenses: 
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The Income Tax Act allows short-term insurance premiums to be deductible provided they are disclosed 
as expenses for the purposes of financial reporting in line with IFRS 9. The act also makes provision for 
including short-term insurance policy benefits received or accrued during a year of assessment in gross 
income. However, another rule prohibits the deduction of any loss or expense, to the extent that it is 
recoverable under any contract of insurance, guarantee, security or indemnity. It is proposed that the 
interaction between the different rules for the taxation of benefits received by short-term insurance 
policyholders and the tax treatment of related expenses be reviewed . 

Refining the tax treatment of doubtful debt 

Clarifying the tax treatment of doubtful debt for non-bank taxpayers with security : 

613 

The Income Tax Act sets out specific criteria for determining a doubtful debt allowance deduction for 10 
non-bank taxpayers that are not applying IFRS 9 to debt for financial reporting purposes. In this case, an 
age analysis of debt is used to determine a 25 per cent and 40 per cent deduction allowance for the 
doubtful debt. However, these deductions do not account for the taxpayer's debt security. It is proposed 
that the determination of deductions in respect of secured debt arrears owed to non-bank taxpayers not 
applying IFRS 9 should be reviewed. 

Clarifying the tax treatment of doubtful debt in respect of certain impairments for banking regulated 
taxpayers : 

The Income Tax Act makes provision for the specific tax trea t ment of doubtful debt owed to taxpayers 
subject to prudential banking regulations. However, unlike the rules relating to non-banks, bank rules do 
not only restrict the allowance to be granted to a debt that would have been deductible if it had become 20 
a bad debt. As a result, certain impairments such as financia l guarantee contracts that would otherwise 
not be deductible in terms of the act's bad debt deduction provisions are deductible in terms of IFRS 9. 
This creates un intended consequences. To address these concerns, it is proposed that the determination 
of deductions in respect of impairments under IFRS 9 should be reviewed. 

Clarifying the tax treatment of doubtful debt in respect of taxpayers operating a leasing business: 

Taxpayers conducting a leasing business (lessors) and applying IFRS 9 for financial reporting purposes 
cannot claim a doubtful debt allowance because lease receivables are specifically excluded. This creates 
unintended consequences. To address these concerns, it is proposed that changes be made in the tax 
treatment of doubtful debts for both banking regulated and other taxpayers to exclude lease receivables 
that have not been received or accrued. 

Curbing potential tax avoidance caused by dividend deductions 

A bank or other "covered person" must, subject to exclusions, include in or deduct from their statement 
of comprehensive income all amounts from qualifying financial assets and financial liabilities that are 
recognised as profits or losses. One of the exclusions is a dividend or foreign dividend received by or 
accrued to a "covered person " . Some covered individuals are providing investment opportunities to 
investors by inserting a special purpose vehicle in a banking group between an investor and a "covered 
person" . This vehicle issues shares (a financial liability) to the investors that yield dividends wh ile it 
receives interest or other income on its financial assets. The special purpose vehicle effectively converts 
income to dividends for the benefit of investors. To close this loophole, it is proposed that the exclusions 

30 

from the rules for the taxation of covered individuals be extended to dividends declared. 40 

Refining the taxation of real estate investment trusts 

Clarifying the definition of real estate investment trusts (REITs) : 

The current definition of REIT in the Income Ta x Act refers to the approval of listing requirements by the 
appropr iate authority under the Financial Markets Act (2012) in consultation with the Minister of Finance . 
This definition needs to be updated to be in line with the Financial Sector Regulation Act (2017) . In 
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addition, it is proposed that the consultation requirements regarding listing criteria in an approved 
exchange should be reviewed. 

Clarifying the meaning of a share in the definition of REITs : 

To qua lify as a REIT for tax purposes, the entity must be a res ident and the trust' s shares must be a list ed 
on an exchange as defined in section 1 of the Financial Markets Act and licensed under section 9 of that 
act. However, it has come to government's attention that some REITs wish to issue and list preference 
shares. It was never envisaged that holders of preference shares should benefit from the REIT tax 
dispensation because preference shares are mainly used for financing, and not to provide full equity 
exposure to investors. It is proposed that the legislation be clarified to exclude preference shares and 
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non-equ ity shares from the shares that must be listed on an exchange to qualify as a REIT. 1 O 

Amending the anti -avoidance provision regarding taxation of foreign dividends received by REITs : 

A REIT holding shares in a non-resident property company qualifies for a participation exemption in terms 
of the Income Tax Act in respect of foreign dividends from that non-resident company. The REIT also gets 
a full deduction when it distributes profits from those foreign dividends. To address this mismatch, it is 
proposed that the legislation be amended so that the full dividend is subject to tax if the recipient 
company is a REIT. 

Refining the tax treatment of transfer of collateral in securities lending arrangements 

The Income Tax Act contains ru les to address dividend tax avoidance transactions whereby listed shares 
are lent or transferred as co llatera l from a person that would be liable for the tax to a tax-exempt person . 
The borrower or recipient of the collateral receives the exempt dividend and pays a manufactured 20 
dividend to the lender or provider of the collateral. It is proposed that the anti-avoidance rules be 
extended to also cover situations where additional exempt parties are involved to facilitate the avoidance 
transactions. 

Business (incentives) 

Reviewing the special economic zone tax incentive regime 

The special economic zone (SEZ) tax incentive regime rules are contained in two separate provisions of 
the Income Tax Act. The first deals with the criteria for determining what constitutes a company, under 
the SEZ tax regime, that qualifies to be taxed at a rate of 15 per cent instead of 28 per cent. In addition, 
this provision includes a sunset clause. The clause originally stated that the provision will no longer apply 
for years of assessment starting on or after 1 January 2024. Following the late enactment of the Special 30 
Economic Zones Act (2014), the clause was amended to add that the provision will no longer apply for 
years of assessment after a 10-year period determined from the date when a qualifying company started 
trading in an SEZ. 

The second provision provides fo r an accelerated capital allowance for a building owned and used by a 
qualifying company in the production of its income within an SEZ. This provision has a sunset clause of 
the year of assessment starting on or after 1 January 2024. Government proposes to amend the sunset 
clauses for sections 12R and 125 to clearly stipulate an end date for these incentives. No company would 
be eligible for approval beyond these dates. The end date would also provide government with a natural 
point for reviewing these incentives to determine whether they should be continued. 

Reviewing the venture capital company tax incentive regime 

The venture capital company tax incentive regime has a sunset clause of 30 June 2021. Government will 
review the effectiveness, impact and role of this regime to ascertain whether the incentive should be 
discontinued. 
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Over the past two years, changes were made in the venture capital company incentive tax regime to curb 
abuse and limit the regime's revenue costs . There are potential unintended consequences within the 
current legislation that may affect the successful closure of legitimate venture capital companies. It is 
proposed that the legislation be amended to address these unintended consequences. 

Mining capital expenditure 

Addressing the tax treatment of allowable mining capital expenditure: 

The Income Tax Act makes provision for any taxpayer that derives income from mining operations to be 
allowed an accelerated capital expenditure deduction. At issue are the definitions of mining and mining 
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operations for purposes of claiming the capital expenditure deductions, and whether a contract miner - 10 
who excavates for a fee - and the mineral rights holder - as principal - should both qualify for accelerated 
capital expenditure deductions. To address these concerns, it is proposed that the provisions dealing with 
allowable mining capital expenditure be reviewed . 

Removing the Minister of Finance's discretion in ring-fencing capital expenditure per mine: 

The tax-deductible capital expenditure incurred on a mine may not be used to reduce the taxable income 
of another mine, unless the Minister of Finance, in consultation with the Minister of Mineral Resources 
and Energy and having considered the relevant fiscal, financial and technical implications, decides 
otherwise. The application of this discretion has proven problematic, so it is proposed that the discretion 
be reviewed with the aim of its removal or restructuring. 

Aligning immunity from taxation of international organisations 

South Africa is a member of many internationally recognised organisations. The international agreements 
underpinning these memberships make provision for these international organisations to be immune 
from taxation in South Africa. The Income Tax Act makes provision for such exemptions, but it is proposed 
that amendments be made to all tax acts to make provision for these exemptions and ensure South 
African legislation aligns with internationa l agreements. 

Refining tax treatment of foreign donor-funded projects 

In 2006, changes were made to the Income Tax Act to make provision for the tax treatment of foreign 
donor-funded projects in terms of the Official Development Assistance Agreement. Given that some of 
these projects were entered into long ago, it has come to government's attention that the interaction 

20 

between the provisions of the act and the provisions of the Official Development Assistance Agreement 30 
creates unintended consequences. It is proposed that amendments be made to the legislation to address 
these concerns. 

Reviewing expenditure deductions incurred related to the National Key Points Act 

The National Key Points Act (1980) makes provision for deduction of expenditure incurred by taxpayers 
in respect of any national key point. The act will be repealed when the Critical Infrastructure Protection 
Act (2019) comes into effect. It is proposed that the current expenditure deduction for national key points 
be reviewed to ascertain whether this deduction should be discontinued or aligned with the Critical 
Infrastructure Protection Act, but with certain limitations. 
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Amending the anti-avoidance provision regarding change of residence 

Capital gains tax is levied when a person ceases to be a South African tax resident. When a company 
ceases to be a resident, there is a deemed disposal of its assets that triggers capital gains tax. Despite 
these rules, residents that hold shares in the company could subsequently dispose of the shares and 
qualify for a participation exemption for the sale of company shares. It is proposed that amendments be 
made to the legislation to close this loophole. 

Changing the anti-avoidance provision regarding taxation of foreign dividends received by residents 

The participation exemption rules for foreign dividends do not contain a similar limitation for general 
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foreign dividends exemption rules (in the Income Tax Act) . This limitation denies tax exemption for 10 
foreign dividends if there is a deductible expense or reduction that is determined directly or indirectly 
with reference to a dividend. For example, where a resident owns 20 per cent of the shares in an unlisted 
foreign company, no tax is imposed on the foreign dividends, even though these dividends arose from 
amounts that previously qualified for a tax deduction. To address this concern, it is proposed that changes 
be made to the legislation. 

Refining the definition of an "affected transaction" in the transfer pricing rules 

Transfer pricing rules apply if a taxpayer or a controlled foreign company enters into a transaction with a 
non-resident "connected person", on terms and conditions that are not at arm's length, and derives a tax 
benefit from that transaction. In the case of a transaction between a controlled foreign company and a 
non-resident " connected person", a tax benefit may not be derived by the foreign company, but may be 20 
derived by a South African resident shareholder as a result of a lower inclusion of controlled foreign 
company net income for the resident . To address this situation, it is proposed that the legislation be 
amended to refer to a tax benefit that may be derived by a person, in relation to a controlled foreign 
company, that is a resident. 

Refining the tax treatment of capital flows 

Restricting the artificial reduction of dividends and capital gains tax : 

The current exchange control provisions restrict the use of loop structures, in part to protect the tax base. 
Tax legislation is a more appropriate tool to combat tax avo idance. For example, if a resident individual 
or trust holds at least 10 per cent of the total equity shares and voting rights in a foreign company, they 
qualify for a participation exemption and all foreign dividends received are exempt from tax . If the 30 
resident shareholding is more than 50 per cent, the foreign company is a controlled foreign company and 
all of the controlled foreign company's dividend income is exempt from tax. If loop structures are no 
longer restricted, it would be possible to set up a structure where the controlled foreign company owns 
a South African company, and any dividends flowing from the resident company to the resident individual 
or trust through the controlled foreign company are exempt for the individual or trust. This would enable 
the resident individual or trust to reduce their dividend tax liability in respect of dividends declared by a 
res ident company from 20 per cent to, in some instances, zero . 

A further loop structure risk exists if a resident disposes of shares in a controlled foreign company that 
owns South African assets. The unrealised gains attributable to the South African assets may not be taxed 
if the resident qualifies for the participation exemption for capital gains. Government proposes that the 40 
controlled foreign company legislation be amended to limit the dividend exemption available to a 
resident individual or trust relating to the accrual or receipt of dividends from a resident company to a 
controlled foreign company. As a result, such dividends would be taxed at an effective rate of 20 per cent, 
in line with cases where resident individuals receive dividends from resident companies. 
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In add ition, it is proposed that the partic ipation exemption for capital gains on the disposal of shares in 
controlled fore ign companies by residents should not apply to the extent that the value of those shares 
is derived from South African assets. 

Withdrawing retirement funds upon emigration : 

Individuals are currently able to withdraw funds from their pension preservation fund, provident 
preservation fund and retirement annuity fund upon emigrating for exchange control purposes through 
the Reserve Bank. As a result of the exchange control announcements in Annexure E, the concept of 
emigration as recognised by the Reserve Bank will be phased out. It is proposed that the trigger for 
individuals to withdraw these funds be reviewed . Any resulting amendments will come into effect on 
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1 March 2021. 10 

Transferring dual-listed shares abroad: 

A resident individual or company that owns a listed domestic security is not permitted to export that 
security without approval. This approval requirement is one of the exchange control provisions that will 
be phased out. As a result, government proposes that these events be deemed a disposal that would 
attract capital gains tax or normal tax. If the person or company remains a tax resident, they woul d be 
liable for tax on further gains when the security is sold in future. 

Value-added tax 

Revising the definition of "telecommunication services" for electronic services regulations 

With effect from April 2019, the regulations prescribing electronic services were changed to broaden the 
scope of electronic services that are subject to South African value-added tax (VAT). However, the 20 
definition of " telecommunication services" in the regulations currently contains an incorrect reference 
that creates unintended consequences . It is proposed that further changes be made to the regulations 
to address these consequences. 

Reviewing the VAT accounting basis option available for an intermediary 

In terms of section 54(2B) of the VAT Act (1991), certain supplies made by an underlying foreign electronic 
services supplier are deemed to be made by the intermediary, who is then required to levy and account 
for South African VAT on these supplies. Section 15(2)(a)(vii) of the VAT Act allows a vendor that is a 
foreign electronic services supplier to apply to the SARS Commissioner to account for VAT on a payment 
basis. However, it does not al low a vendor that is an intermediary to account for VAT on this basis . It is 
proposed that an intermediary vendor be allowed to account for VAT on a payment basis. 30 

Changing the VAT treatment of transactions under the corporate reorganisation rules 

Section 8(25) of the VAT Act ensures that transactions entered into between a group of companies have 
no VAT consequences . This is achieved by treating the supplier and the recipient of goods or services as 
the same person, provided the relevant rollover relief provisions of the Income Tax Act are met. The 
income tax relief provisions may not apply to the transfer of certain assets, which means that their 
transfer will also not qualify for the VAT relief, even though th e assets form part of the entire transact ion . 
This lim itation of relief creates unintended consequences for VAT. The entire transaction could qualify 
for VAT relief under the going-concern provisions, but are excluded because the transaction falls within 
the ambit of the corporate reorganisation rules, which automatically require the provisions of section 
8(25) of the VAT Act to apply. It is proposed that changes be made in the relief provisions in section 8(25) 40 
of the VAT Act to address these limitations. 

Reviewing section 72 arrangements and decisions 

In 2019, changes were made in section 72 of the VAT Act, which deals with the SARS Commissioner's 
discretion to make arrangements or decisions regarding the application of the VAT Act to specific 
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situat ions where the manner in which a vendor or class of vendors conducts their business leads to 
difficulties, anomalies or incongruities. These changes have an impact on the arrangements and decisions 
made before 21 July 2019. To address these concerns, government will review the impact and the role of 
these arrangements and decisions to ascertain whether they should be discontinued or extended in 
accordance w ith the new provisions of section 72. 

Clarifying the VAT treatment of irrecoverable debts 

Where a vendor, who is required to account for VAT on an invoice basis, has made an input tax deduction 
for the VAT they were charged on a taxable supply and that vendor has not paid the full consideration 
within a 12-month period, that vendor will be requ ired to account for output tax on the unpaid amount. 
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The VAT Act provides clarity on the time of supply within which such output tax is to be declared. 10 
However, there is uncertainty regarding the value of supply rule that applies in certain circumstances . It 
is proposed that clarity be provided in the legislation to address the uncertainty. 

Introducing measures to address undue VAT refunds on gold 

Schemes and malpractice to claim undue VAT refunds have been detected in the value chain relating to 
gold exports. The schemes and malpractice generally involve the import of coins, purchase of Krugerrands 
and illicit gold. It is proposed that appropriate regulations be considered or legislation be amended to 
address this . 

Carbon tax 

Update on the Trade Exposure and Performance Allowance Regulations 

The Carbon Tax Act came into effect on 1 June 2019. Following an extensive five-year stakeholder 20 
consultation process on the design, scope and methodology, the National Treasury published draft 
regulations for trade exposure and performance allowances for public comment in December 2019. After 
taking into account the public comments received, the draft regulations will be revised and gazetted in 
March 2020. In that month, the National Treasury will also publ ish a notice for the renewable energy 
premium cred it and, in April 2020, the Department of Environment, Forestry and Fisheries will publ ish 
the methodology and accounting framework for greenhouse gas emissions sequestration. 

Aligning the carbon fuel levy adjustment with Carbon Tax Act 

Non-stationary greenhouse gas emissions from petrol and diesel used for road transport are incorporated 
in the current fuel levy in terms of the Customs and Excise Act . Under section 5 of the Carbon Tax Act, 
the rate of the carbon tax must be increased annually based on the consumer pr ice index inflation rate 30 
for the preceding tax period plus two percentage points for the first phase of the carbon t ax up to 
December 2022. To provide clarity on the quantum of the annual carbon fuel levy rate adjustment, it is 
proposed that changes to the carbon fuel levy should be aligned with adjustments to the principal carbon 
tax rat e under the Carbon Tax Act and become effective on the first Wednesday in January for a particular 
tax period. The rates of 7 cents and 8 cents per litre for petrol and diesel respectively w ill rema in 
unchanged for the 2020 tax period. Government will also publ ish a technical note outl ining the 
methodological approach and administrative process for future carbon fuel levy rate adjustments by June 
2020. 

Allowing a carbon tax "pass-through" for the regulated liquid fuels sector 

Currently, stationary sources of greenhouse gas emissions from crude oil and synthetic coal-to-liquid and 40 
gas-to-liquid refining processes are covered by the carbon tax and qualify for tax-free allowances up to a 
maximum of 90 per cent and 95 per cent respectively. Due to the regulated nature of petrol and d iesel 
fuel prices, refineries are unable to recover these carbon tax costs. The 2013 Carbon Tax Policy Paper 
recommended a limited, transparent and equitable "pass-through" mechanism for carbon tax costs. 
Taking into account the maximum tax-free al lowances for fuel combustion and fugitive emissions, 
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amendments are proposed to allow a limited recovery of the carbon tax costs for regulated fuels. It is 
proposed that the cost recovery mechanism applies as a deduction against the carbon tax liability of 
petroleum refineries and government will publish the applicable rates for specific regulated fuels in a 
notice in the gazette. 

Tax administration 

Income Tax Act 

Failure by public benefit organisations approved to receive tax-deductible donations to submit audit 
certificates 

If a public benefit organisation fails to comply with specific requirements for receiving tax-deductible 
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donations, SARS may regard these donations as taxable income for the organisation . If the failure is not 10 
addressed within a reasonable period, the receipts issued by the organisation will no longer be valid for 
claiming tax deductions. The sanct ions do not apply to the requirement that an organ isation conducting 
mixed activities, some of which qualify for the issue of receipts and some of which do not, obtain an audit 
certificate for the use of the funds for which receipts have been issued. It is proposed that this be 

corrected. 

Refunds of withholding tax on roya lties where the royalty becomes irrecoverable: 

The interest-withholding tax provisions provide for a refund of tax withheld when interest became due 
and payable if the interest subsequent ly becomes irrecoverable. It is proposed that the same principle 
should apply in cases where royalty-withholding tax was paid and the royalty becomes irrecoverable. 

Customs and Excise Act 

Exchanging information with the Depa rtment of International Relations and Cooperation: 

A review aimed at minimising abuse and risks associated with duty-free shops was announced in the 
2019 Budget Review. The abuse of duty-free purchases by certain diplomats has become an increasing 
problem and disclosure of relevant information to the Department of International Relations and 
Cooperation will enable a response at a diplomatic level. It is proposed that SARS be permitted to disclose 
information regard ing duty-free pu rchases by diplomats to the Director-General of the Department of 
International Relations and Cooperation. 

Providing for the publication of tariff determinations: 

The World Customs Organisation advocates capacity building, skills development and knowledge shar ing 

20 

by customs authorities to enhance compliance with customs and excise legislation. Publishing tariff 30 
classifications will be useful in this regard and will contribute to consistency and transparency in the 
classification of goods. It is proposed that the Customs and Excise Act be amended to provide for t he 
publication of tariff determinations and rules prescribing the circumstances in which such publication 
may take place, the kind of information that may be published and the manner of publication. 

Liability for duty in respect of imported goods: 

The liability for import duties rests with the master, pilot or carrier and only ceases when the goods are 
lawfully delivered, after due entry, to the importer or agent of the importer. Complaints by stakeholders 
have highlighted certain difficulties relating to the cessation of liability of the master, pilot or carrier at 
that stage. These difficulties include high shipping line charges for landside operations and the transport 
of goods for scanning, the favouring of shipping line transport, and the removal of containers to certain 40 
container depots with which shipping lines have private agreements. It is proposed that the Customs and 
Excise Act be amended to address these challenges by providing for licensed removers of goods in bond 
to move containerised goods from container termina ls before they are released. The liability of the 
master, pilot or carrier will cease on delivery of the goods to a licensed remover. Provision will also be 
made for the assumption of liability by the li censed remover on receipt of the goods until their delivery. 
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Progress with the review of the diesel refund administration : 

SARS recently published draft diesel refund rules and notes to the Customs and Excise Act for public 
comment. The draft is the result of National Treasury and SARS consultations w ith affected industries, 
including the 2017 discussion paper, Review of the Diesel Fuel Tax Refund System, industry-specific 
workshops conducted in 2018 and further technical inputs received from stakeholders during 2019. The 
draft presents a provisional outline for the review of the diesel refund administration to facilitate further 
industry engagements during 2020. The reform proposals and legislative framework will be refined 
further based on the outcome of the engagements. 

Tax Administration Act 
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Aligning the Mineral and Petroleum Resources Royalty (Administration) and the Tax Administration acts: 10 

Chapter 12 of the Tax Administration Act (2011) created a framework to support the modernisation of 
the SARS accounting system for interest. Due to the similarities in the interaction between provisional 
and income tax on the one hand and the estimation and final payment of royalties for mineral and 
petroleum resources on the other, it is proposed that the Mineral and Petroleum Resource Royalty 
(Administration) Act (2008) and Chapter 12 of the Tax Administration Act be amended to ensure they 
align. This includes aligning interest payable for royalties, for the first and second payment, with 
provis ional tax interest under Chapter 12. 

Estimated assessments for non-compliance: 

SARS may issue an estimated assessment to a taxpayer who does not file a return. The assessment may 
only be disputed where the relevant return is filed and SARS has failed to revise the assessment in light 20 
of the return. This ensures that all the facts are available when the assessment is revisited and that the 
dispute resolution timelines that would otherwise apply may be relaxed in appropriate circumstances . It 
is proposed that this approach be extended to cases where specific relevant material was requested from 
a taxpayer on more than one occasion, without an adequate response. 

Withholding PAYE refunds where returns are outstanding: 

In term s of the Income Tax Act, SARS may refuse to authorise a refund until a taxpayer furnishes any 
outstanding returns. A similar but broader provision exists in the Employment Tax Incentive Act (2013). 
Given the tight integration between the PAYE, skills development levy, unemployment insurance 
contributions and employment tax incentive systems, it is proposed that this power also apply to the 
Skills Development Levies Act (1999) and the Unemployment Insurance Contributions Act (2002). It is 30 
also proposed that the similar provisions across tax legislation be reviewed to determine if they can be 
consolidated into a single provision applicable to all tax types under the Tax Administration Act. 

Withholding refunds where a matter is under criminal investigation : 

The Tax Administration Act provides that SARS may withhold a refund until such time that the refund is 
verified, inspected or audited. It is proposed that this provision be extended to include criminal 
investigations. 

I Technical corrections 

In addition to the amendments described above, the 2020 tax legislation will make various technical 
correct ions, which mainly cover inconsequential items - typing errors, grammar, punctuation, 
numbering, incorrect cross-references, updating and removing obsolete provisions, removing 40 
superfluous text, and incorporating regulations and commonly accepted interpretations into formal law. 
Technical corrections also include changes to effect ive dates and the proper coordination of transitional 
tax changes. 
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A final set of technical corrections relate to modifications that account for practical implementation of 
the tax law. Although tax amendments go through an intensive comment and review process, new issues 
arise once the law is applied (including obvious omissions and ambiguities). These issues typically arise 
when tax returns are prepared for the first time after the tax legislation is applied. Technical corrections 
of this nature are limited to recent legislative amendments. 
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Public-sector infrastructure update 

I Introduction 

This annexure provides an update on the status of major infrastructure projects and reports on planned 
public infrastructure spending. In line with government priorities and the medium-term strategic 
framework, the 2020 Budget prioritises spending on social and economic infrastructure such as schools, 
health facilities, roads and transport, energy, and water and sanitation. It also continues to fund 
programmes to improve the quality of infrastructure spending, and the capacity of government to plan 
and implement capital projects. The budgeting provisions are complemented by reforms to improve the 
effectiveness of infrastructure spending. 

I Trends in public infrastructure spending 

Between 1998/99 and 2018/19, the public sector spent R3.2 trill ion on infrastructure (Figure D.1) . 
Expenditure increased from R48.8 billion in 1998/99 to R216.2 billion in 2018/19 . The average real 
growth in expenditure for the period 1998/99 to 2006/07 was 8 per cent. Spending then escalated on 
construction projects related to the 2010 FIFA World Cup, resulting in an average real growth of 
50 per cent over 2007 /08 and 2008/09. Since then, expenditure growth has been declining with an 
average real growth of 2 per cent. 

This declining trend is largely due to municipal ities and state-owned companies substantially reducing 
their spending over the past few years . Several major state-owned companies have struggled to access 
capital markets to finance infrastructure programmes. Most municipalities have underspent on 

622 

10 

conditional grants and are not collecting sufficient revenue to finance their capital budgets. In addition, 20 
national government has reduced infrastructure conditional grants to provinces and municipal ities as the 
budget deficit and debt have risen . The same trend is visible in infrastructure spending as a percentage 
of GDP. 

Definitions of infrastructure spending 

The annexure presents estimates of infrastructure spending across the public sector, which includes national, provincial 
and local government, state-owned companies and other public entities, and public funds allocated to public-private 
partnerships. 

The data in this annexure may differ from infrastructure or capital expenditure estimates presented elsewhere in 
the 2020 Budget Review. Here, "infrastructure" is defined broadly, including spending on new assets; replacements; 
maintenance and repairs; upgrades and additions; and rehabilitation, renovation and refurbishment of assets. Capital 30 
and interest payments are also included in the definition. In contrast, "capital spending" typically excludes maintenance 
and finance charges. 

The annexure also includes expenditure on public housing as part of infrastructure spending. In accounting terms, 
housing subsidies are usually defined as transfers rather than capital spending. 
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Public-sector infrastructure spending over the medium-term expenditure framework (MTEF) period is 
estimated at R815 billion. State-owned companies continue to be the largest contributor to capital 
investment, spend ing a projected R314 billion over the next three years. Provinces are expected to spend 
R177 billion on infrastructure over the same period, while municipalities are forecast to spend R196.8 
billion . Public housing and bulk infrastructure built through the human settlements development grant in 
provinces is expected to total R43 .9 billion . Although these assets are transferred to homeowners, t his 
spending is a substantial government contribution to the built environment. 

Spending on economic infrastructure, mainly by state-owned companies, accounts for 75.1 per cent of 
the medium-term estimate. These funds are used to expand power-generation capacity, upgrade and 
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expand the transport network, and improve sanitation and water services. Socia l services infrastructure 10 
account s for 20.9 per cent of the total, of wh ich health and education account for 4.6 per cent and 
7.2 per cent respectively . 

In 2019/20, the public sector is estimated to spend R257 billion on infrastructure, an increase of 
19 per cent relative to 2018/19. This is mainly because of higher estimated spending by state-owned 
companies including the Passenger Rail Agency of South Africa, Eskom, Transnet and Rand Water, which 
are expected to resume or begin infrastructure projects that were deferred in previous years . 

The va lue of infrastructure budgets, however, is eroded by insufficient capacity and skills to bui ld a 
sustainable pipeline of projects, as shown by infrastructure backlogs and the lack of business confidence . 
Government is therefore adopting a multi-faceted approach by resourcing project preparation facilities, 
reviewing regulations and policies, and introducing reforms. This approach is expected to improve the 20 
effectiveness of infrastructure spending and develop a project pipeline for fund ing by government and 
the private sector. 

I Sectoral updates 

Energy 

Energy expenditure is expected to total R150 bill ion over the next three years, accounting for 
18.4 per cent of total infrastructure spending. Eskom accounts for R128 billion, or 85.3 per cent, of this 
amount. 

The Department of Mineral Resou rces and Energy will focus on increasing household access to electricity 
over the med ium term. A total of R16.4 billion has been allocated to support the Integrated National 
Electrification Programme. The programme will fund an estimated 560 000 new connections to the 30 
power grid over the MTEF period . An additional 15 000 households will be provided with non-grid (stand-
alone power system) connections per year. Over the medium term, government will transfer R6 billion 
to municipalities and R9 .7 billion to Eskom to fund this programme. 

To help municipalities replace and upgrade municipal infrastructure with more energy-efficient 
technology, R691.3 million has been allocated to the energy efficiency and demand-side management 
grant over the medium term. 

The Department of Mineral Resources and Energy continues to support the renewable energy market, in 
line with the national commitment to transition to a low-carbon economy. Government has committed 
to procuring 14 725 megawatts (MW) of power from renewable energy sources in terms of the Integrated 
Resource Plan 2010 to 2030. Up to 2019, 6 422 MW has been procured from 112 renewable energy 40 
independent power producer projects over seven bid windows, and 3 976 MW of electricity generation 
capacity from 64 projects has been added to the nationa l grid . Private-sector investment in the 
programme amounts to R209.7 bi l lion to date, of which R41 .8 billion is from international investors and 
funders . 
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Government will spend R117.1 billion on water and sanitation over the next three years, accounting for 
14.4 per cent of public-sector infrastructure expenditure. 

The Water Infrastructure Development Programme is allocated R41.6 billion over the medium term . The 
majority of this allocation, R24.5 billion, will be transferred to the Water Trading Entity, the regional bulk 
infrastructure grant and the water services infrastructure grant. 

The Water Trading Entity wi ll receive transfers amounting to R6.6 billion over the medium term for new 
and existing projects such as the acid mine drainage operations in Gauteng, phase 2D of the Olifants River 
water resources development project, the Mokolo-Crocodile River water augmentation project, the 
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raising of Tzaneen Dam, the Mdloti River development project, and the raising of Hazel mere Dam. 10 
Disbursements through the regional bulk infrastructure grant and the water services infrastructure grant 
will amount to R17.2 billion over the medium term . The fund ing will be used to implement regional bulk 
and water services infrastructure projects. 

Transport and logistics 

Public-sector infrastructure investment plans for transport and logistics total R308.3 billion over the 
medium term . This accounts for 37 .8 per cent of total infrastructure expenditure during this period . 
These investments will improve the transport network, enhance the mobility of people and service 
provision, reduce transport costs, and facilitate regional trade . Revenue from services provided by state
owned companies will help fund infrastructure investment, complemented by national and provincial 
allocations for road construction and maintenance of the non-to ll network. 

Over the MTEF period, major investments in roads and rail include the following: 

• The South African National Roads Agency Limited has been allocated R64.6 billion over the medium 
term. Of this amount, R35.4 billion will be used to improve and construct non-toll roads, R3.4 billion 
to construct the N2 Wild Coast highway, R2.5 billion to upgrade the R573 (Moloto Road) and 
Rl.9 billion to compensate for reduced tariffs in the Gauteng Freeway Improvement Project. 

• The provincial roads maintenance grant has been allocated R36 bill ion to maintain the provincial road 
network by resealing a targeted 16 226 lane kilometres, rehab ilitating 6 199 lane kilometres, and 
patching 3.7 million square kilometres of potholes. 

• The Passenger Rail Agency of South Africa has been allocated R32.4 billion in capital transfers to 

20 

modernise the rail network. In addition, R20.4 billion has been allocated to the public transport 30 
network grant to fund the integrated public transport networks in 10 cities across the country. 

Human settlements 

The Department of Human Settlements has been allocated R95 .9 billion over the medium term, which 
will support delivery of 226 906 housing subsidies. 

The department will facilitate the delivery of state-subsidised housing through implementing agents such 
as provinces, metropolitan municipalities and related departmental entities . These implementing agents 
are funded through the Housing Development Finance Programme in the form of conditional grants and 
transfers. 

The human settlements development grant has been allocated R43 .9 billion over the medium term to 
fund housing and human settlements programmes at a provincial level. Over the same period, the urban 40 
settlements development grant has been allocated R26 billion to fund infrastructure provision for 
broader urban development in metropolitan municipalities. 

The National Housing Finance Corporation will increase access to affordable housing finance for low- to 
middle-income households by facilitating private-sector lending for housing. Over the medium term, the 
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Bridging the infrastructure investment gap requires developing innovative approaches to leverage 
private-sector finance, making the necessary regulatory changes and improving infrastructure plann ing 
across government to build a pipeline of projects. To unlock this potential, government has initiated 
broad reforms in infrastructure provision. The reforms will ensure that infrastructure is built faster and 
that costs are controlled, with appropriate sharing of risks between the private and public sector. In 
addition, government is integrating climate-change considerations into existing tools to strengthen the 
climate resilience of infrastructure. The components of these reforms are summarised below. 

The Budget Facility for Infrastructure 

The Budget Facility for Infrastructure (BFI) was launched in 2016 to support the plann ing and execution 
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of priority infrastructure projects and programmes. The faci lity evaluates proposals before comm it ti ng 1 O 
fiscal resources to avoid funding poorly planned and inadequately prepared large-scale project s. 

The BFI creates a window for annual submissions for budgets of large infrastructure projects and 
programmes, assesses the submissions, and makes recommendations to budget authorit ies and polit ical 
decision makers. Since 2017, there have been three annua l BFI windows. In total, submissions were 
received for 169 projects worth R374.5 billion, and 26 projects worth R37.1 billion were recommended 
for fund ing. Most proposals submitted through the BFI are poorly planned and packaged, mainly because 
of insufficient technical expertise and institutional capacity to develop good projects. 

Appraisal and evaluation guideline 

With funding from the World Bank, the National Treasury is developing a government-wide project 
appraisal and evaluation guideline. The guideline will provide simple, uniform methodologies and criteri a 20 
that w ill apply to all new proposals . It will guide practitioners on how to package projects and enable 
decision makers to select projects that offer value for money and maximise economic benefits for 
government. The guideline is expected to be drafted within the next six months. 

Infrastructure Fund 

Government has committed RlOO billion to the Infrastructure Fund, including RlO billion over the next 
three years. This includes new funding, new guarantees and repackaging of existing projects. The fund 
focuses on blended-finance projects, most of which will be funded primarily by the private sector. The 
Infrast ructure Fund w ill increase private-sector investment in public infrastruct ure and contribute to 
higher economic growth, productivity and employment creation . 

The fund's implementation unit, housed within the Development Bank of Southern Africa (DBSA), aims 30 
to facil itate and speed up the development of projects and programmes. The unit aims to build a pipeline 
of potential projects worth over 700 billion over the next 10 years . 

Stringent criteria are applied when deciding which projects should be included in the Infrastructure Fund 
pipel ine. To be accepted, projects must : 

• Be large, as the preparation costs for blended-finance projects are prohibitive for small projects and 
large-scale investment is being targeted . 

• Be suitable for blended financing, with clear and predictable cash flows, sufficiently attractive risk 
profiles for investors, and the need for some financial support from government. 

• Mobilise private-sector skills and resources . 

• Align with government's infrastructure priorities . 

• Be scalable and replicable. 

Over the next three years, the DBSA will identify, plan and package at least five blended-finance mega 
projects (valued at over R200 billion), using the funds committed by government to close funding gaps 
and reduce risks for the private sector. Results from the first set of projects will be used to adapt and 
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strengthen the final design of the Infrastructure Fund. The DBSA is collaborating with private-sector 
investment associations, the Banking Association South Africa, the Association for Savings and 
Investment South Africa, and the Public Private Growth Initiative to build partnerships and attract 
private-sector funding. Project proposals will be evaluated through the BFI. 

Public-private partnership review 

In 2019, the National Treasury began reviewing the public-private partnership (PPP) regulations and 
guidelines. The review aims to identify and address challenges that have negatively affected PPP project 
readiness and private-sector participation. Improvements stemming from the review are also expected 
to enhance the Infrastructure Fund work on blended-finance projects. The review of the PPP framework 
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is a key reform as most of the blended projects will be partnerships between the public and private sector. 10 

Key stakeholders in government and the private sector are providing input to the review . The 
recommendations are expected in September 2020. Feasible recommendations will be incrementally 
introduced to scale up the pipeline of PPP projects. 

Municipal Investment Programme Project Preparation Facility 

The Neighbourhood Development Programme helps municipalities improve the development and 
management of their built environment. To expedite spatial transformation in cities, the focus has been 
on planning well-located, mixed-use and mixed-income development programmes and projects as 
required by built environment performance plans. 

Metropolitan municipalities have growing infrastructure investment needs, established institutional 
capacity, autonomous borrowing authority and generally healthy balance sheets that can be used to 20 
leverage private finance. A dedicated grant will be created to support them to establish effective and 
efficient programme management and project preparation facilities for their capital investment 
programmes. They will be financed by reprioritising funds from the integrated city development grant 
and neighbourhood development partnership grant. From 2020/21, the Cities Preparation Support Fund 
will provide co-financing, which declines as these municipalities increase their capacity. 

Cities Support Programme's work on climate change and infrastructure 

For many cities, strengthening the resilience of infrastructure and supporting low-carbon development 
of capital projects is a large-scale undertaking that requires strong partnerships and new sources 
of capital. Some cities lack technical expertise or access to the capital required . The National Treasury's 
Cities Support Programme helps cities increase their capital investments in climate resilience and low- 30 
carbon development through targeted technical assistance to strengthen project design, packaging and 
preparation. 

The programme will also strengthen cities' capability to manage cl imate-resilient assets by integrating 
climate-change considerations into their planning tools, including the Infrastructure Delivery 
Management System, guidelines for catalytic land development programmes and the BFl's project 
appraisal and evaluation guideline. Support on applying these tools will be provided at the national and 
city level. 

I Major infrastructure projects 

Table D.2 provides a pipeline of projects that are at various stages of development. Some projects are 
still in the early stages of project preparation while others are at advanced stages. These projects are not 40 
yet approved for funding. Large projects have to go through a number of approval gates involving 
successively more detailed planning before being considered for funding through the budgeting process . 
Most of the proposed projects and programmes will be financed in partnership with government, the 
private sector and development finance institutions. Health sector projects, however, are fully funded by 
government. 
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Table 0.2 Major infrastructure project s per sector 
Project name 

Health 

Limpopo Central Hospital 

Tygerberg Hospital 

Klipfontein Hospital 

Education 

Student Housing Infrastructure 

Programme (SHIP) pilot phase 

Gauteng Schools Programme 

Housing 

Social Housing Programme 

Phase 1 

Social Housing Programme 

Phase 2 

Office accommodation 

Kopanong Preci nct 

Rura l Development and La nd 

Reform head office accommodation 

Implementing 

agent 

Limpopo Department 

of Hea lth 

Western Cape 

Department of Health 

Western Cape 

Department of Health 

Department of Higher 

Education and Training 

Gauteng Provincia l 

Government 

Social Housing 

Regulatory Authority 

Social Housing 

Regulatory Authority 

Gauteng Department of 

Infrastructure 

Development 

Department of Rural 

Development and La nd 

Reform 

Project cost Project description 

(R billion) 

Current status 

4 

4.3 

4.2 

96 

4.7 

10.3 

18.5 

16 

4 

Construction of a new 488-bed Procurement 

central hospital on a greenfield 

site donated by the Polokwane 

Local Municipality 

Construction of a 550-bed Feasibility 

regional hospital completed 

Construction of a 1 238-bed Feasibility 

hospital to rep lace the GF completed 

Jooste Hospital 

Construction of student Various stages 

residences 

Construction, expansion, Feasibility 

refurbishment and facilities 

management of 64 schools in 

Gauteng 

Construction of social housing Implementation 

in well-located areas for low- to 

middle-i ncome families 

Social Housing Programme Pre-feasibility 

Phase 2 

Construction of Gauteng Procurement 

Provincial Government office to 

consolidate administration 

function of 19 buildings in the 

Johannesburg CBD 

Construction of the head office Procurement 

accommodation 

---------- -·--·-~-m-~~ ·~-~·----·-----·--···----·-•MAN-~ · · ·-·-·----···----·-··-··------~~------·----· -~"·-·--,,,.--··----~···-·----···--,.~--~---------

Bhisho Office Precinct Eastern Cape 5 Construction of offices for Procurement 

Department of Roads seven Eastern Cape 

and Public departments in a single location 

Infrastructure in Bhisho 
Telecommu nications 

Broadband rollout (SA Connect) Department of 80 Broadband infrastructure in Feasibility 

Telecommunications areas where pure private 

and Postal Services provision thereof is not 

commercially viable 
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Table D.2 Major infrastructure projects per sector (continued) 
Project name Implementing Project cost Project description Current status 

agent (R billion) 

Transport 

Gauteng Rapid Rail Network Gauteng Department of 112 A two-phase extension of the Feasibility 

Extension Phase 1 and 2 Roads and Transport existing Gautrain rail system 

Gautrain : Acquisition of additional Gauteng Department of 2 Procurement of 48 additional Feasibility 

rolling stock Roads and Transport coaches and expansion of 

depot facility to accommodate 

increased demand 

-· -..-··----- ---------•#• ····-----------··---· ..... ·-····- ·-- - ·- .... -----· 
National Roads Programme - South African National 22 Major upgrades to various Pre-feasi bi lity 

upgrades to existing non-concession Roads Agency sections of th e Nl, N2 and N3 

national toll roads roads 

Provincial roads concessions Provincial roads and 45 Provincia l roads infrastructure Pre-feasi bili ty 

transport departments projects 

Expansion of the MyCiTi Bus Rapid City of Cape Town 7.5 Expansion of the current MyCiTi Procurement 

Transport System in Cape Town Bus Rapid 

Transport System network 

Small Harbours Programme Department of Public 8.2 Upgrading and refurbishment Feasibility 

Works and of 12 proclaimed fishing 

Infrastructure harbours in the Western Cape, 

and nodal-based refurbishment 

and development of new 

harbours in the Northern Cape, 

Eastern Cape and KwaZulu-

Natal 

-------···--------------
Transnet natural gas networks Transnet 10 Develop, design, finance, Pre-feasibility 

project construct and operate liquefied 

natural gas midstream 

infrastructure to enable gas 

im port 

One-stop border posts Department of Home 11 Upgrade, refurbishments and Procurement 

Affairs facilities management for the 

six busiest border posts 

Energy 

Approach to Distribution Asset Department of Mineral 30 Maintenance, refurbishment Pre-feasi bility 

Management Resources and Energy, and strengthening of municipal 

Cooperative electricity distribution networks 

Governance and 

Mun icipal 

Infrastructure Support 

Agent 

Research 

SA Isotope Faci lity National Research 1.4 Construction of the South Procurement 

Foundation African Isotope Facility 

Solid waste 

Mossel Bay regional landfill Garden Route District 0.8 Development of solid waste Procurement 

facility Municipality and landfill 

KwaDukuza waste services KwaDukuza Local 0.3 Collection and disposal of solid Procurement 

Municipality waste from households 

151 

630 

10 

20 

30 

40 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 764) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2020 BUDGET REVIEW 

Table 0.2 Major infrastructure projects per sector (continued) 
Project name Implementing Project cost Project description Current status 

agent (R billion) 

Water and sanitation 

Water reuse Cooperative 50-75 Increasing bu lk water supply, Pre-feasibility 

Governance and through wastewater reuse or 

Municipal putting in place new sources of 

Infrastructure Support supply such as desalination 

Agent 

Water and sanitation private- Cooperative 100 Increasing private-sector Pre-feasibil ity 

sector participat ion Governance and participation in the provision of 

Municipal municipal water and sanitation 

Infrastructure Support se rvices 

Non-revenue water (water Cooperative 35-50 Improving water infrastructure Pre-feasibility 

conservation and water demand Governance and to reduce losses, and improving 

management) Municipal metering, bill ing and collection 

Infrastructure Support from non-indigent customers 

Agent 

Olifants River Water Resources Trans-Caledon Tunnel 20 Bulk water infrastructure Pre-feasibil ity 

Development Project Authority development 

Bulk infrastructure 

Industrial Development Corporation Industrial Development lS Industrial Development Feasibility 

{IDC) Infrastructure for industrial Corporation Corpo ra tion Infrastructure for 

projects programme industrial projects 

Vumela - municipal bulk Cooperative 50-60 Development of municipal bulk Pre-feasibility 

infrastructure financing Governance and infrastructure 

Municipal 

Infrastructure Support 

Agent 

Coega Special Economic Zone Return Coega Development 0.9 Construction of critical bulk Feasibility 

Effluent Corporation infrastructure (water, return completed 

Scheme effluent and sanitation) around 

the development of a bulk 

return effluent scheme 

The establishment of basic Coega Development 0.5 The provision of bulk services, Feasibility 

economic infrastructure in Zone Corporation including water, sanitation, completed 

3, 5, 6 and 7 of the Coega Special electrical and energy 

Economic Zone to unlock gas-to-

power, aquaculture 

development and bulk water demand 

Source: National Treasury 
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Financial sector update 

This annexure provides an update on regulatory changes in the financial sector, including changes 
announced in the 2019 Medium Term Budget Policy Statement to promote investment and reduce 
burdensome regulat ion. 

I Fighting financial crime and corruption 

South Africa's financial intelligence system is undergoing a mutual eva luation by an assessment team 
from the Financial Action Task Force (FATF) . This review, which takes place regularly in all FATF member 
countries, evaluates national systems to prevent money laundering, terror financing and financing of the 
proliferation of weapons of mass destruction . The review will conclude in September 2020, at which time 
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the review team will provide an evaluation and recommendations to the South African authorities. 10 

Concurrently, government is preparing legislative and regulatory proposals to combat sophisticated 
financial crimes, unexplained wealth and suspicious financial flows. These may include expanding the 
scope of suspicious transaction reporting, facilitating greater cooperation and information sharing 
between relevant authorities, and expanding capacity in the areas of analysis, enforcement and 
investigation. These proposals will complement the recommendations emerging from the FATF review. 

I Simplifying cross-border trade and financial flows 

In 2019, South Africa was one of 54 countries that signed up to an African free-trade area encompassing 
1.2 bill ion people and more than US$3 trillion in output. African countries have agreed to cut tariffs to 
zero on 90 per cent of goods, which, alongside other trade-facilitating measures, is expected to increase 
intra -continenta l commerce by more than 50 per cent over four years, according to the United Nations 20 
Economic Commission for Africa . The free-trade area presents an opportunity to speed up development 
on the continent, and represents a potentially large market for South African goods and services. 

In this context, the National Treasury proposes modernising the foreign -exchange system. Since 1933, 
South Africa has operated a "negative list" system. By default, foreign-currency transactions are 
proh ibited, except for those listed in the Currency and Exchanges Manual. As a result, even small 
individual transactions- such as for travel - require onerous approval processes. This regime constrains 
trade and cross-border flows, particularly in relation to fast-growing African economies. 

Over the next 12 months, a new capital flow management system will be put in place. All foreign-currency 
transactions will be allowed, except for a risk-based list of capital flow measures summarised in the box 
overleaf. This change will increase transparency, reduce burdensome and unnecessa ry administrative 30 
approvals, and promote certainty. The capital flow measures take account of the Organisation for 
Economic Co-operation and Development best-practice Code of Liberalisation of Capital Movements1 and 

1 Availab le online at http://www.oecd .org/daf/inv / investment-policy / Code-capi tal-movements-EN. pdf 
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are aligned with similar approaches in other developing countries. The detailed list of remaining capital 
flow measures will be published on the Reserve Bank website. 

Remaining capital flow and macroprudential measures 

To ensure financial stability, some macropruciential and capital management measures will remain. These include : 

• South African corporates will not be allowed to sh ift their primary domicile, except under exceptional 
circumstances approved by the Minister of Finance . 

. • Approval conditions granted by the Minister of Finance for corporates with a primary listing offshore,"including 
dual-listed structures, will be aligned to the current foreign direct investment criteria and/or conditions to level 
the playing field. 
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• Cross-border foreign-exchange activities will continue to be conducted through dealers authorised and regulated 1 O 
by the Reserve Bank. 

• Prudential limits on South African banks and institutional investors will remain, but t'he limits will be reviewed 
regularly. 

• Banks' unhedged foreign-currency exposures will remain limited to 10 percent of liabilities (known as the net open 
foreign exchange position) and will remain regulated by the Prudential Authority of the Reserve Bank. 

• The domestic treasury management company policy, which allows South African companies to establish one 
subsidiary as a holding company for African and offshore operations wit~out being subject to exchange control 
restrictions, will remain in place, as will the international headquarter company regime. 

• The export of intellectual property for fair value to non-related parties will not be subject to approval. 

• The current policy of certain loop structures, which relates to the acquisition by private individuals of equity and/or 20 
voting rights in a foreign company, will remain until tax amendments are implemented to address the risks. 

The foreign-exchange treatment of individuals will be aligned to the tax treatment, which is discussed below and in 
Annexure C. 

Tax and exchange control treatment of individuals 

Following reforms to the income tax treatment of South African tax residents who receive remuneration 
outside the country, government proposes to remove the exchange control treatment for individuals, 
while strengthen ing the tax treatment. The intention is to allow individuals who work abroad more 
flexibility, provided funds are legitimately sourced and the individual is in good standing with the South 
African Revenue Service. Individuals who transfer more than R10 million offshore will be subjected to a 30 
more stringent verification process . Such transfers will also trigger a risk management test that will 
include certification of tax status and the source of funds, and assurance that the individual complies with 
anti-money laundering and countering terror financing requirements prescribed in the Financial 
Intelligence Centre Act {2001). Th is will be phased in by 1 March 2021. 

Under the new system, natural person emigrants and natural person residents will be treated identically. 
Additional restrictions on emigrants - such as the restrictions on emigrants being allowed to invest, and 
the requirement to only operate blocked accounts, have bank accounts and borrow in South Africa - have 
been repealed . The concept of emigration as recognised by the Reserve Bank will be phased out, to be 
replaced by a verification process based on the requirements above. Tax residency for individuals will 
continue to be determined by the ordinarily resident and physically present tests as set out in the Income 40 
Tax Act (1962) . Under existing international standards, South Africa participates in the automatic sharing 
of information between tax authorities on individuals' financial accounts and investments. These 
cooperative practices will remain in place to ensure that South African tax residents who have offshore 
income and investments pay the appropriate level of tax. 

I Other reforms 

State bank 

In 2019, Parliament passed legislation to allow state-owned companies to apply for banking licences. 
Postbank is in the process of applying for such a licence. The decision to grant a licence is ultimately the 
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ANNEXURE E: FINANCIA L SECTOR UPDATE 

prerogative of the Prudential Authority, which will assess each applicant on its merits. The design of any 
state bank will protect the fiscus in the event of poor governance, non-performing loans or shortages in 
capital funding. 

Sovereign wealth fund 

The National Treasury is conducting a feasibility study for a sovereign wealth fund, possibly from the 
proceeds from the allocation of spectrum and the sale of non-core assets to capitalise such a fund . In 
addition, a fiscal rule that saves fiscal surpluses in the fund could help to manage volatile revenues. 

Alignment with Basel Committee on Banking Supervision principles 

In line with the Basel Committee on Banking Supervision's core principles on corporate governance, 
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South Africa has strengthened the regulatory framework by enforcing stricter independence 10 
requirements for directors on bank boards. In 2019, government updated banking regulations relating to 
a securitisation framework, total loss-absorbing capacity holdings, capital requirements for equity 
investments in funds, capital requirements for bank exposures to central counterparties and the 
standardised approach for measuring counterparty credit-risk exposures . In addition, consultation with 
the banking industry has started on the Fundamental Review of the Trading Book, a comprehensive set 
of capital rules applied to a bank's wholesale trading activities. The economic effects of implementing 
these rules will be comprehensively assessed. 

Third-party cell captive insurance 

In December 2019, the Financial Sector Conduct Authority published a position paper2 to address 
concerns about third-party cell captive insurance, in which insurance is provided through cells, rather 20 
than directly to a client . Improving its regulation and supervision will protect consumers by ensuring that 
a financial advisor can no longer earn commission and share in the profits of the cell captive arrangement. 

Deposit insurance for financial institutions 

Following extensive consultation, the Minister of Finance has submitted final legislation to introduce a 
comprehensive deposit insurance scheme that protects depositors when banks fail. This safety net will 
also support the growth of smaller banks. In addition, systemically significant payment systems, as 
defined in the Nationa l Payment System Act (1998), will be considered . The Corporation for Deposit 
Insurance, which will be located at the Reserve Bank, is being created to manage and administer the 
deposit insurance fund . Further details of the tax treatment of this fund are contained in Annexure C. 

The Conduct of Financial Institutions Bill and retail distribution review 

In 2018, the Conduct of Financial Institutions Bill was published for public consultation . Public workshops 
were held during 2019. Over 800 pages of comments were received, including feedback on governance 
requirements, retirement funds, payment services, financial markets and wholesale banking. A revised 
draft of the bill will be published for public comment and tabled in Parliament in 2020. 

The Financial Sector Conduct Authority published an update of its retail distribution review in 
December 2019. 3 The report indicates significant progress in implementation, which establishes 
requirements for product sales and ongoing support to the consumer, and ends "sign-on" bonuses. 

Financial markets legislation 

In the context of rapidly evolving financial markets, South Africa needs to update its legislative and 

30 

regulatory framework. An extensive review of the Financial Markets Act (2012) highlighted gaps in the 40 

2 Availab le at https://www.fsca.co.za/Regu latory%20F ra meworks/P ages/Positi o n%20Policy%20Pa pers. a spx 
3 Available at 
https://www.fsca .co.za/Regu latory%20F rameworks(T e mp/RDR%20Gene ra 1%20Status%20U pdate%20Dece mber%202019. pdf 
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current framework and proposed changes. The National Treasury has consulted with market participants, 
the Prudential Authority and the Financial Sector Conduct Authority. A consultation paper will be 
published on the National Treasury website, and legislation will be drafted for public comment and tabled 
in Parliament by 2021. 

The framework for regulating over-the-counter derivative markets has been finalised, in line with South 
Africa ' s commitment to the Group of Twenty. The final joint standard on margin requirements will take 
effect on 1 October 2020. 

Levies 

The Financial Sector Levies Bill, to be submitted to Parliament during 2020, will propose the collection of 
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levies to ensure that the Prudential Authority, the Financial Sector Conduct Authority and om buds are 10 
sufficiently resourced to carry out their duties and functions. 

Transformation and financial inclusion 

The Financial Sector Transformation Council has established eight subcommittees to review the targets 
in the Financial Sector Code to strengthen transformation of the financial sector. To date, the committees 
have developed targets for management control, skills development, socioeconomic development, 
consumer education and retirement funds. 

A paper to establish a policy framework for financial inclusion in South Africa w ill be published for public 
comment in 2020. 

Innovation hub 

The Intergovernmental Fintech Working Group is introducing an online fintech portal with an innovation 20 
hub, which will clarify the applicability of financial services regulation and support the testing of new 
products and se rvices. 

Unclaimed benefits 

Retirement funds and the Guardian's Fund are sometimes unable to trace beneficiaries, resulting in the 
money remaining unclaimed. The money is invested in government bonds and other instruments. These 
investments are being considered in the mobilisation of funding for infrastructure. Government will 
introduce legislation later this year to centralise such funds and establish a central registry of all members 
of retirement funds. 

Retirement fund reform 

Government and the National Economic Development and Labour Council have agreed to proceed with 30 
retirement reform related to the harmonisation of all retirement benefits, including provident funds. 
Government will take steps to ensure the development of annuity products more suitable for the low-
income market. Further reforms will include improving oversight and governance of commercial umbrella 
funds, fund consolidation and auto-enrolment. 
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Summary of the national budget 

R million 

REVENUE 

Estimate of revenue before tax proposals 

Budget 2020/21 proposals: 

Direct taxes 

Taxes on individuals and compan ies 
Personal Income tax 

In creasing brackets by mo re than inflation 
Revenue if no adjustment is made 
Higher-than-inflation increase in brackets and rebates 

Indirect taxes 

Carbon tax 
Plastic bag levy 

Estimate of revenue after tax proposals 
Percentage change from previous year 

EXPENDITURE 

Direct charges against the Natio nal Revenue Fund 

Debt-service costs 
Provincial equitable share 
General fue l levy shari ng w ith metropolitan municipa lities 
Ski lls levy and sector education and training authorities 

Other 11 

Appropriated by vote 

Current payments 
Tran sfers and subsidies 
Payments for ca pital assets 
Payments for fi nancial assets 

Provisional al locations 

Provis ion al alloca tion not assigned to votes 
In frastructure fund not assigned to votes 
Provisional allocation for Eskom restructuring 
Compensation of employees adjustment 
Total 
Plus: 
Contingency reserve 

Estimate of national expenditure 
Percentage change from previous year 

2019 Budget estimate of expenditure 
Increase I decrease (-) 

Gross domestic product 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republ ic of South Africa 
dated 26 February 2020 

2019/20 2020/21 2021/22 2022/23 

Budget Revised Budget Medium-term estimates 
estimate estimate estimate 

1425 418 

-2 000 

-2 000 
-2 000 
12 000 

-14 000 

2 000 

1 750 
250 

1 403 464 1344 796 1397 996 1484 294 1 580 877 
4.0% 6.2% 6.5% 

743 900 746 713 805 666 872 909 940 599 

202 208 205 005 229 270 258 482 290 145 
505 554 505 554 538 472 573 990 607 554 

13 167 13 167 14 027 15 182 16 085 
18 759 18 576 19 413 20 585 21970 

4 213 4 411 4 485 4 670 4 846 

900 249 935 591 963 114 988 836 1 029 513 

248 057 246 686 261 333 279 252 288 690 
614 373 611 782 644 025 684 282 721 889 

15 460 13 573 15 303 15 809 16 510 
22 360 63 549 42 454 9 493 2 424 

1 558 - -7 786 -16 077 -34 887 

10 7 021 1 853 3 573 
1000 4 000 6 000 
5 348 23 000 33 000 23 000 

-4 800 -37 807 -54 929 -67 460 
1 645 707 1682 304 1 760 994 1 845 668 1 935 225 

13 000 5 000 5 000 5 000 

1 658 707 1682 304 1 765 994 1850 668 1940 225 
5.0% 4.8% 4.8% 

1 658 707 1 769 566 1900 485 
23 597 -3 572 -49 817 

5 413 825 5 157 347 5 428 212 5 758 993 6126 302 

1) Includes direct appropriations in respect of the salaries of the President, Deputy President, judges, magistrates, members of Parliament, 
National Revenue Fund payments (previously classified as extraordinary payments), and the International Oil Pollution Compensation Fund. 

Source : National Treasury 
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R million 

National budget revenue 11 

Revenue of provinces, social securit y fu nd s and public ent it ies 

Consol idated budget revenue 21 

National budget expenditure 1l 

Expend iture of provi nces, socia l security funds and publi c enti t ies 

Consolidated budget expenditure 21 

Consolidated budget balance 
Percentage of GDP 

FINANCING 

Domestic loans (net) 

Foreign loans (net) 

Change in cash and other balances 

Total financing (net) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

ANN EX URE F: SU MM ARY OF BUDGET 

Summary of the consolidated budget 

2019/20 2020/21 2021/22 2022/23 

Budget Revised Budget Medium-term estimates 
estimate estimate estimate 

1 403 464 1 344 796 1 397 996 1484 294 1 580 877 

180 347 172 192 185 910 198 545 210 442 

1 583 811 1 516 988 1 583 905 1 682 839 1 791 319 

1 658 707 1682 304 1 765 994 1 850 668 1 940 225 

167 845 161 241 188 450 189 671 200 815 

1 826 553 1843 546 1 954 445 2 040 339 2 141 040 

-242 741 -326 557 -370 539 -357 500 -349 721 
-4.5% -6.3% -6.8% -6.2% -5.7% 

209 992 312 736 332 286 325 913 317 484 

-20 992 27 547 18 815 41 763 40 760 

53 742 -13 726 19 438 -10 176 -8 523 

242 741 326 557 370 539 357 500 349 721 

1) Transfers to provinces, social security funds and public entities presen te d os port of the national budge t. 
2) Flows be tween notional, provincial, social security funds and public en tities are ne tted out. 
Source : Notional Treasury 
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Glossary 

Accounting officer 

Accrual 

Acquisition debt 

Adjustments estimate 

Administered prices 

Ad va lorem duties 

Agro-processing 

Allocated expenditure 

Amortisat ion 

Annuity 

Anti-avoidance rule 

Appropriation 

Asset price bubble 

Balance of payments 

Base erosion and profit shifting 

Basel Ill 

Baseline 

Basis point 

Beneficiation 

Bond 

Bond premium 

Bond spread 

Bond-switch programme 
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The public servant who is accountable to Parliament for financial management of 

a government department, usually the director-general at the national leve l or 

head of the department at the provincial level . 

An accounting convention by which payments and receipts are recorded as they 

occur, even if no cash flow takes place. 

Debt used to buy shares or assets . 

Presentation to Parliament of the amendments to be made to the appropriations 

voted in the main budget for the year. 

Prices set outside ordinary market processes through administrative decisions by 

government, a public entity or a regu lator. 

Taxes levied on commodities as a certain percentage of their value. 

Manufacturing activities that transform raw materials and intermediary goods 

derived from agriculture into intermediate or final goods. 

The part of the national budget that can be divided between the national , 

provincial and local spheres of government, after interest and the contingency 

reserve have been taken into account. 

The repayment of a loan by instalments over its duration. 

A fixed amount of money paid over a period ohime as a return on an investment. 

A provision aimed at preventing tax avoidance. See principal purpose test . 

The approval by Parliament of spending from the National Revenue Fund, or by a 

provincial legislature from a provincial revenue fund. 

A condition occurring when prices for a category of assets rise above the level 

justified by economic fundamentals. 

A summary statement of all the international transactions of the residents of a 

country with the rest of the world over a particular period of t ime. 

Corporate tax-planning strategies that exploit the gaps and mismatches in tax laws 

between countries to shift taxable income to lower- or no-tax jurisdictions. See 

also tax evasion and profit shifting. 

Reforms developed by the Basel Committee on Banking Supervision to strengthen 

the regulation, supervision and risk management of the banking sector. 

The initial allocations used during the budget process, derived from the previous 

year's forward estimates. 

One hund redth of one per cent . 

Manufactur ing activities that transform raw minerals into higher-value products. 

A certificate of debt issued by a government or corporation guaranteeing payment 

of the origi nal investment plus interest by a specified future date. 

Amount by which the purchase price of a bond is greater than its par value . 

The difference in yield between two bonds. 

An auction that aims to ease pressure on targeted areas of the redemption profile 

by exchang ing shorte r-dated debt for longer-term debt. See switch auction. 
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Bracket creep 

Budget balance 

Budget Facility for Infrastructure 

Capital asset 

Capita l expenditure 

Capital flow 

Capita l formation 

Capital gains tax 

Capital goods 

Capitalised interest 

Capital market 

Carbon budgeting 

Category A, Band C municipalities 

Collateral 

Commercial paper issuances 

Commission of inquiry 

Conditional grants 

Connected person debt/credit 

Consolidated genera l government 

Consol idated government 

expenditure 

Consumer price index 

Consumption expenditure 
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Increased real tax liability that arises when the personal income tax tables are not 

fully adjusted for inflation. 

The difference between budgeted expenditure and budgeted revenue. If 

expenditure exceeds revenue, the budget is in deficit. If the reverse is true, it is in 

surplus . 

A reform to the budget process that establishes specialised structures, procedures 

and criteria for committing fiscal resources to pub lic infrastructure spending. 

Property of any kind, including assets that are movable or immovable, tangib le or 

intangible, fixed or circulating, but excluding trading stock he ld to reali se a 

fina ncial or economic return . 

Spending on assets such as buildings, land, infrastructure and equipment. 

A flow of investments in or out of the country. 

A measure of the net increase in the country's total stock of capital goods, after 

allowing for deprecia tion . 

Tax levied on the income realised from the disposal of a cap ital asset by a 

taxpayer. A cap ita l gain is the excess of the selling price over the purchase price 

of the capital asset. 

Durable goods used over a period of time to produce other goods. See also 

intermediate goods . 

The cost of borrowing to construct a capital asset, which is then included in the 

cost of the asset. 

A financial market where individuals and institutions raise capital or funding in the 

form of debt or equit ies. 

The process of allocating a greenhouse gas emissions allowance to a company for 

a specific period of time. 

Municipal categories established by the Constitution : Category A, or metropolitan 

municipalities; Category B, or local municipalities; and Category C, or district 

municipalities. 

An asset placed as a guarantee for the repayment of debt, to be recouped in the 

case of a default. 

Debt issued by companies through short-term promissory notes. 

An expert panel established by the President to investigate a specific issue. 

Allocations of money from one sphere of government to another, cond itional on 

certain services being delivered or on com pliance with specified requirements . 

Debt or credit granted by a person/entity to a connected person/entity . In the 

case of a holding company, for example, a subsidiary company would be a 

connected person . 

National, provincial and local government, as well as extra-budgetary government 

institutions and social security funds. 

Total expenditure by national and provincial government, social security funds 

and selected public entities, including transfers and subsidies to municipalities, 

businesses and other entities. 

The measure of inflat ion based on prices in a basket of goods and services. 

Expenditure on goods and services that are used within a short period of time, 

usually a year. 
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Contingency reserve 

Contingent liability 

Controlled foreign company 

Corporatisation 

Cost-push inflation 

Countercyclical fiscal policy 

Coupon(bond) 

Covered person 

Credit rating 

Credit risk 

Crowding-in 

Crowding-out 

Cryptocurrency 

Currency risk 

Current account (of the balance of 

payments) 

Current balance 

Current expenditure 

Customs duties 

Debenture 

Debt redempt ion profile 
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GLOSSARY 

An amount set as ide, but not allocated in advance, to accommodate changes to 

the economic environment and to meet unforeseeable spending pressures. 

A government obligation, such as a guarantee, that will only result in expenditure 

if a specific event occurs. See government guarantee. 

A foreign business in which South Africans hold a greater than SO per cent 

interest, usually of the share capita l of a company. 

The transformation of state-owned enterprises into commercial entities, subject 

to commercial legal requirements and governance structures, while the state 

retains ownership . 

Inflation that is caused by an increase in production costs, such as wages or oil 

prices. 

Policy that has the opposite effect on economic activity to that caused by the 

business cycle, such as slowing spending growth in a boom period and 

accelerating spending in a recession. 

The periodic interest payment made to bondholders during the life of the bond. 

The interest is usually paid twice a year. 

Stock brokers that do not trade as a treasury operation; the Reserve Bank; banks 

and their controlling companies; and compan ies or trusts that form part of a 

banking group, excluding short- and long-term insurers, and these insurers' 

subsidiaries and companies in wh ich they hold a controll ing share. 

An indicator of the risk of default by a borrower or the riskiness of a financ ial 

instrument . 

The probabil ity of financial loss resulting from fa i lure to repay a loan or meet a 

contractual obligation. 

An increase in private investment through the income-raising effect of 

government spending financed by deficits. 

A fall in private investment or consumption as a result of increased government 

expenditure financed through borrowing, thereby competing for loanable funds 

and raising the interest rate, which curtails private investment and consumption 

spending. 

A digital medium of exchange that uses cryptography to secure its transact ions, 

control the creation of additional units and verify the transfer of assets. 

The potential for a change in the price of a currency that would affect investors 

with assets, liabili ties or operations denominated in other currencies. 

The difference between total imports and tota l exports, taking into account 

service payments and receipts, interest, dividends and transfers . The current 

account can be in deficit or surplus. See also trade balance. 

The difference between revenue and current expenditure, which consists of 

compensation of employees, goods and services, and interest and rent on land . 

Government expenditure on salaries and goods and services, such as rent, 

maintenance and interest payments. See also consumption expenditure . 

A tax levied on imported goods. 

An unsecured debt instrument backed by general creditworthiness of the issuer 

rather than by specific assets . 

The set of fixed repayment dates and amounts to which an issuer of debt, such as 

a preferred stock or bond, has committed to meeting. 
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Debt-service costs 

Debt-service coverage ratio 

Debt stock 

Decommissioning 

Default regulations 

Deflation 

Del eve raging 

Depreciation (capital) 

Depreciation (exchange rate) 

Derivative financial instrument 

Designated countries 

Development finance institutions 

Digital economy 

Di rect taxes 

Discouraged work seekers 

Discretionary trust 

Disposable income 

Dissaving 

Dividend 

Dividend withholding tax 

Division of revenue 

Domestic demand 

Double tax agreement 

Dutch auction pricing 

Early childhood development 
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The interest on government debt and other costs d irectly associated with 

borrowing. 

The ratio of cash from operating activities available to service debt payments. 

The total value of debt owed to all lenders. 

The removal or dismantling of a fac ility from service . 

Retirement funds' trustee boards must offer a defau lt in-fund preservation 

arrangement to members who leave the services of their employer before 

retirement, and a default investment portfolio to contributing members who do 

not or cannot choose how their savings should be invested. 

A consistent decrease in the price of goods and services. 

The reduction of debt previously used to increase the potential return of an 

investment. 

A reduction in the value of fixed capital as a result of wea r and tear or redundancy. 

A reduction in the external value of a currency. 

A financial asset that derives its value from an underlying asset, which may be a 

physical asset such as gold or a financial asset such as a government bond. 

Foreign countries from whi ch income may be exempt from South African tax 

under certain circumstances . See also double tax agreement. 

State agencies that aim to meet the credit needs of riskier but socially and 

economically desi rable projects that are beyond the acceptance limits of 

commercial banks. 

An economy based on digital computing technologies - increasingly through 

internet-based markets. 

Taxes charged on taxable income or capital of individuals and legal entities. 

See unemployment. 

A trust where the executor has the choice of whether and how much of the trust's 

income or capital is to be distributed to beneficiaries. The beneficiaries have only 

provisional rights to the income or capital of the trust. 

Total income less all taxes and employee contributions . 

An excess of current expenditure, including the depreciation of fixed capital, over 

current income. 

The distribution of a portion of a company's earnings to a class of its shareholders. 

A tax on dividends that is subtracted and withheld by a company or intermediary 

before the net dividend is paid to the shareholder. See also withholding t ax. 

The allocation of funds between spheres of government, as required by the 

Constitution . See also equitable share. 

The total level of spending in an economy, including imports but excluding 

exports. 

An agreement between two countries to prevent income that is taxed in one 

country from being taxed in the other as well. See also designated countries. 

A public offering auction where the price of the offering is set after taking in all 

bids to determine the highest price at which the total offering can be sold . 

The development of children from birth until the year they enter formal school ing. 
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Economically active population 

Economic cost 

Economic growth 

Economic rent 

Effect ive tax rate 

Embedded derivative 

Emerging economies 

Employment coefficient 

Equitable share 

Equity finance 

Exchange control 

Exchange item 

Exchange-traded funds 

Excise duties 

Expenditure ceiling 

Extra-budgetary institutions 

Fair-value adjustment 

Fee-free higher education and 

training 

Financial account 

Financial and Fiscal Commission 
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GLOSSARY 

The part of the population that is of working age and is either employed or seeking 

work . 

The cost of an alternative that must be forgone to pursue a certain action. In other 

words, the benefits that could have been received by taking an alternative action . 

Also known as opportunity cost. 

An increase in the total amount of output, income and spending in the economy. 

The difference between the return made by a factor of production (capital or 

labour) and the return necessary to keep the factor in its current occupation. For 

example, a firm making excess profits is earning economic rent. 

Actual tax liability (or a reasonable estimate thereof) expressed as a percentage 

of a pre-tax income base rather than as a percentage of taxable income. In other 

words, tax rates that take into account not only the statutory or nominal tax rate, 

but also other aspects of the tax system (for example, allowable deductions) that 

determine the tax liability . 

A provision in a contract modifying its cash flows by making them dependent on 

an underlying measure - such as interest or exchange rates, or commodity prices 

- the value of which changes independently. 

A name given by international investors to middle-income econom ies. 

The ratio of employment growth to economic growth . 

The allocation of revenue to the national, provincial and local spheres of 

government as required by the Constitution. See also division of revenue . 

Ra ising money by se lling shares of stock to investors, who receive an ownership 

interest in return. 

Rules that regu la te the flow of cu rrency out of South Africa, or restrict the amount 

of foreign assets held by South African individuals and companies . 

A foreign-currency amount relating to a debt, loan or foreign-exchange contract. 

Funds that track indices, commodities or baskets of assets, and trade like stocks. 

Taxes on the manufacture or sale of certain domestic or imported products . Excise 

duties are usually charged on products such as alcoholic beverages, tobacco and 

petroleum. 

The maximum allowable level of expenditure to which government has 

committed itself. 

Pub lic entities not directly funded from the fiscus . 

A change in the value of an asset or liabi lity resulting from the periodic 

reassessment of its expected future economic in- or outflows. 

A government policy on higher education and training that makes provision for 

full-cost-of-study bursaries to students below a specified household-income 

threshold, cover ing tuition fees, prescri bed study material, meals, and a certa in 

level of accommodation and/or t ravel allowances. 

A statement of all financial transactions between the nation and the rest of the 

world, includ ing portfolio and fixed- investment flows and movements in foreign 

reserves . 

An independent body established by the Constitution to make recommendations 

to Parliament and provincial legislatures about financial issues affecting the three 

spheres of government. 
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Financial Sector Conduct Authority A body responsible for regulating and supervising the market conduct of financial 

institutions and market infrastructure. 

Financial Services Board 

Financial Stability Board 

Financial year 

Fintech 

Fiscal consolidation 

Fiscal framework 

Fiscal incidence 

Fiscal leakage 

Fiscal marking 

An independent institution established by statute that regulates insurers, 

intermediaries, retirement funds, friendly societies, unit trust schemes, 

management companies and financial markets. 

An international body made up of representatives of financial authorities and 

institutions, and central banks. It proposes regu latory, supervisory and other 

policies in the interest of financial stability. 

The 12 months according to which companies and organisations budget and 

account. See also fiscal year. 

An abbreviation of "financial technology", which refers to new technologies and 

innovations that aim to compete with traditional methods to deliver financial 

services more efficiently. 

Policy aimed at reducing government deficits and debt accumulation. 

The arrangements, procedures, rules and institutions underlying the conduct of 

government's budgetary policies. 

The combined overall economic impact that fiscal policy has on the economy. 

The outflow of revenue from an economy through tax evasion and avoidance. 

The process of marking a product with a prescribed identification (or chemical). 
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Marking allows the South African Revenue Service to trace products back to the 20 

Fiscal policy 

Fiscal space 

Fiscal year 

Fixed investment/capital 

formation 

Fixed-rate bond 

Floating rate notes 

Foreign currency swaps 

Foreign direct investment 

Forward book 

Forward cover 

Free-trade area 

Fringe benefit 

Fuel levy 
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manufacturers in order to collect excise duties. 

Policy on taxation, public spending and borrowing by government. 

The ability of government's budget to provide additional resources for a desired 

programme without jeopardising fiscal or debt sustainability. 

The 12 months on whi ch government budgets are based, beginning 1 April and 

ending 31 March of the subsequent calendar year. 

Spending on bu ildings, machinery and equipment contributing to production 

capacity in the economy. See also gross fixed -capital formation. 

A bond that pays a specific interest rate over a specified period of time. 

A bond on which the interest rate is reset period ically in line with a money market 

reference rate . 

The exchange of principal and/or interest payments in one currency for those in 

another. 

The acquisition of a controlling interest by governments, institutions or individuals 

of a business in another country. 

The total amount of contracts for the future exchange of foreign currency entered 

into by the Reserve Bank at any given point in time. 

Transactions involving an agreed exchange rate at which fore ign currency will be 

bought or sold at a future date. 

A geographical region in which a group of countries has signed an agreement and 

maintain few or no barriers to trade in the form of tariffs or quotas between them. 

A benefit supplementing an employee's wages or sa lary, such as medical 

insurance, company cars, housing allowances and pension schemes. 

An excise tax on liquid fuels . 
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Fugitive emissions 

Function shift 

Funded pension arrangements 

Gearing ratio 

Gold and foreign exchange 

reserves 

Government debt 

Government guarantee 

Green paper 

Gross borrowing requirement 

Gross domestic product 

Gross domestic product inflation 

Gross fixed-capita l formation 

Gross loan debt 

Gross value added 

Group ofTwenty {G20) 

Hedging 

Horizontal equity 

Impaired advances 

Impairment 

Import parity pricing 

Inclusion rate 
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National Treasury of the Republic of South Africa 
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GLOSSARY 

Emissions that are unintentionally released into the atmosphere through, for 

example, leaks from industrial pla nts and pipelines. 

The movement of a function from one departmental vote or sphere of 

government to another. 

A pension scheme in which expected future benefits are funded in advance and 

as entitlement accrues. 

The ratio of company debt to equity capital. 

Reserves held by the Reserve Bank to meet foreign-exchange obligations and to 

maintain liquidity in the presence of external shocks. 

The total amount of money owed by government as a consequence of its past 

borrowing. 

An assurance made by government to a lender that a financial obligation will be 

honoured, even if the borrowing government entity is unable to repay the debt. 

See contingent lia bility. 

A policy document intended for public discussion. 

The sum of the main budget balance, extraordinary receipts and payments 

(referred to as National Revenue Fund receipts and payments), and maturing 

debt. The amount is funded through domestic short- and long-term loans, fore ign 

loans and changes in cash balances. 

A measure of the total national output, income and expenditure in the economy. 

GDP per head is the simplest overa ll measure of welfare, although it does not take 

account of the distribution of income, or goods and services that are produced 

outside the market economy, such as work with in the household. 

A measure of the total increase in prices in the whole economy. Unl ike CPI 

inflation, GDP inflation includes price increases in goods that are exported and 

intermediate goods such as machines, but excludes imported goods. 

The addition to a country's fixed-capital stock during a specific period, before 

provision for depreciation . 

See government debt. 

The value of output less intermediate consumption. It is also a measure of the 

contribution an industry or sector makes to the economy. 

An international forum made up of finance ministers and central bank governors 

from 20 of the world's largest economies. 

An action taken by a buyer or seller to protect income against changes in prices, 

interest rates or exchange rates . 

A principle in taxation that holds that similarly situated taxpayers should face a 

similar tax treatment or tax burden . In other words, taxpayers with the same 

amount of income or capital should be accorded equal treatment. 

Loans or advances that may not be collected in full. 

A reduction in the recorded value of a long-lived asset arising from circumstances 

that prevent the asset from generating the future economic benefits previously 

expected and recorded. 

When a firm sells goods locally at the price customers wou ld pay if they were to 

import the same goods from another country. 

The portion of the net capital gain derived from the disposal of an asset that will 

be taxed at the applicable rate . 
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Independent power producer 

Industrial development zone 

Inflation 

Inflation targeting 

Infrastructure Fund 

Integrated Resource Plan 

Intergenerational equ ity 

Intermediate goods 

Intra-state debt 

Inventories 

Investment grade 

Islamic bond 

Labour intensity 

Level ised cost of electricity 

Liquidity 

Liquidity requirements 

Liquidity risk 

Load-shedding 

Loan covenant 

Loop structures 

Lump-su m benefit 

M3 

Macroeconomics 

Macroprudential regulation 
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A private-sector business that generates energy for the national grid. 

Export-oriented manufacturing sites linked to an international air or sea port, 

supported by incentives to encourage investment and job creation. 

An increase in the overall price level of goods and services in an economy over a 

specific period of time . 

A monetary policy framework intended to ach ieve price stability over a certain 

period of time. 

A fund that will provide government support for the co-financing of programmes 

and projects that blend public and private reso urces. 

The Department of Energy' s long-term plan for the country's energy mix and 

generation expansion in order to meet electricity demand. 

A value based on ensuring that future generations do not have to repay debts 

taken on today, unless they also share in the benefits of assets. 

Goods produced to be used as inputs in the production of final goods. 

Money that different organs of state owe to each other. 

Stocks of goods held by firms . An increase in inventories reflects an excess of 

output relative to spending over a period of time. 

A credit rating indicating minimal risk to investors. 

A financia l certificate that complies w ith Islamic religious law. It represents partial 

ownership of an asset. The issuer buys back the bond at a future date at par value. 

The relative amount of labour used to produce a unit of output. 

The estimated present value of the per-unit cost of electricity over the l ifetime of 

a generating asset. 

The ease with which assets can be bought and sold. 

The amount of liquid or freely convertible assets that banks are required to hold 

relative to their liabilities for prudential and regulatory purposes. 

The risk that an asset might not easily and quickly be converted into cash through 

sale, or the risk to a debtor that it cannot meet its current debt obligations. 

A means of managing electricity supply when the power system is constrained by 

limiting the electricity supply to areas. 

A commitment, in a loan agreement, to certain activities . If vio lated, the covenant 

can trigger a default or penalties. 

Structures that arise when private individuals are permitted by the Reserve Bank 

to acquire up to 40 per cent equity or voting righ ts in a foreign company, wh ich 

may in turn hold investments and/or make loans in a Common Monetary Area 

country (South Africa , eSwatini, Lesotho and Namibia) . 

A one-time payment for the total or partial value of an asset, usually received in 

place of recurring smaller payments. 

The broadest defi nition of money supply in South Afr ica, including notes and 

coins, demand and fixed deposits, and cred it. 

The branch of economics that deals with the whole economy - including issues 

such as growth, inflation, unemployment and the balance of payments. 

Rules that protect the stability of the financ ial sector and guard against systemic 

r isk. 
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Marginal lending rate 

Marketable securit ies 

Means test 

Medico-lega l claims 

Medium Term Expenditure 

Comm ittee 

Medium-term expenditure 

framework 

M icroeconomics 

Ministers' Committee on the 

Budget 

Monetary policy 

Money supply 

National budget 

National Development Plan 
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National Treasury of the Republic of South Africa 
dated 26 February 2020 

GLOSSARY 

The rate of tax on an incremental unit of income . 

A penalty rate of interest charged by the Reserve Bank for lending to financial 

institutions in the money market in excess of the daily liquidity provided to the 

money market at the repurchase rate. See also repurchase agreements. 

Tradable financial securities listed with a securities exchange. 

A method for determining whether someone qualifies for state assistance. 

A civil claim of alleged wrongful med ical treatment against a health provider. 

The technical committee responsible for eva luating the medium-term 

expenditure framework budget subm issions of national departments and making 

recommendations to the Minister of Finance regarding allocations to national 

departments. 

The three-year spending plans of national and provincial governments, publi shed 

at the time of the Budget. 

The branch of economics that dea ls with the behaviour of individual firms, 

consumers and sectors. 

The political committee that considers key policy and budgetary issues that 

pertain to the budget process before they are tabled in Cabinet. 

Policy concerning total money supply, exchange rates and the general leve l of 

interest rates. 

The total stock of money in an economy. 

The projected revenue and expenditures that flow through the National Revenue 

Fund . It does not include spending by provinces or local government from the ir 

own revenues. 

A planning framework prepared by the National Planning Comm ission that aims 

to elim inate poverty and reduce inequality by 2030. 

National Energy Regulator of South The authority that regulates electricity, piped-gas and petroleum pipelines 

Africa in dustries in South Africa . 

National Revenue Fund The consolidated account of the national government into which all taxes, fees 

and charges collected by the South Afri can Revenue Service and departmental 

revenue must be paid. 

Negotia ble certificate of deposit Short-term deposit instruments issued by banks, at a variable interest rate, for a 

fixed period . 

Net borrowing requirement The main budget balance. 

Net exports Exports less imports. 

Net loan debt Gross loan debt less government's cash balances. 

Net open foreign currency position Gold and foreign exchange reserves minus the oversold forward book. The figure 

is expressed in do llars. 

Net trade 

New Development Bank 

Nomina l exchange rates 

Nomina l wage 

The difference between the va lue of exports and imports. 

A multilateral lend ing institution being established by Brazil, Russia, India, China 

and South Africa . 

The current rate of exchange between the rand and foreign currencies . The 

"effective" exchange rate is a trade-weighted average of the rates of exchange 

with other currencies. 

The return, or wage, to employees at the current price level. 
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Non-competitive bid auction 

Non-financial public enterprises 

Non-interest expenditure 

Non-tax revenue 

Occupation-specific salary 

dispensation 

Opportunity cost 

Organ isation for Economic Co

operation and Development 

PAYE 

Payroll tax 

Permanent establishment 

Plastic bag levy 

Policy reserve 

Portfolio investment 

Potential growth 

Presidential Infrastructure 

Coord inating Commission 

Price discovery 

Price sensitivity 

Primary bond auctions 

Primary deficit/surplus 

Primary market 

Primary sector 

Principal purpose test 

Private-sector credit extension 
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An auction in which an investor agrees to purchase a certain number of securities 

such as bonds at the average price of all competitive bids over a given period of 

time . 

Government-owned or controlled organisations that deliver goods and non

financia l services, trading as business enterprises, such as Eskom or Transnet . 

Total expenditure by government less debt-service costs . 

Income received by government as a result of administrative cha rges, licences, 

fees, sales of goods and services, and so on . 

Revised salary st ructures unique to identified occupations in the public service, 

including doctors, nurses and teachers. 

The value of that whi ch must be given up to achieve or acquire someth ing. It is 

represented by the next highest valued alternative use of a resource . 

An organisation of 35 mainly industrialised member countries . South Africa is not 

a member. 

The pay-as-you-earn (PAYE) system of income tax withholding requires employers 

to deduct income tax, and in some cases, the employees' portion of social benefit 

taxes, from each paycheque delivered to employees . 

Tax an employer withholds and/or pays on behalf of employees based on 

employee wages or sa laries. 

A fixed place of business from which a company operates. When two countries 

have a tax treaty, the concept of "permanent establishment" is used to determine 

the right of one state to tax the profits of the business in the other state . See also 

anti -fragmentation rule. 

An environmental t ax on certain types of plastic carrier and flat bags that is 

earmarked to estab lish recycling facilities. 

Additional money in the fi scus to fund new and crucial prioriti es. 

Investment in fina ncial assets such as stocks and bonds. 

The fastest growth an economy ca n sustain without increasing inflation. 

A commission established by Cabinet to develop, review and coordinate a 20-year 

infrastructure plan . 

The process of determining the price level of a commodity or asset, based on 

supp ly and demand factors . 

The extent to wh ich changes in price affect con sum ers' purchasing behaviour. 

The issuance of new bonds in the primary market by means of an auction. 

The difference between total revenue and non-interest expend iture. When 

revenue exceeds non-interest expenditure there is a surplus. 

The market where new securities (bonds or equities) are issued or sold by a 

company or government in the capital markets for the first time. 

The agricultural, forestry, fishing, mining and quarrying sectors of the economy. 

A test where the benefits of a t ax treaty are denied if it is reasonable to conclude 

that obtaining the benefit was one of the principal purposes behind the 

arrangement or transaction . 

Credi t provided to the private sector. This includes all loans, credit cards and 

leases. 
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Productivity 
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Public Finance Management Act 

Public goods 

Public Investment Corporation 

Public-private partnerships 

Public sector 

Public-sector borrowing 

requirement 

Purchasing managers' index 

Quarterly Employment Statistics 

Quarterly Labour Force Survey 

Rating agency 

Real effective exchange rate 

Real expenditure 
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GLOSSARY 

The full or partial sa le of state-owned enterprises to private ind ividua ls or 

companies. 

A measure of inflation based on the prices of production inputs as reported by 

producers across different sectors . 

A measure of the amount of output generated from every unit of input. Typically 

used to measure changes in labour efficiency. 

The allocation of income and expenses between related corporations or branches 

of the same legal entity to reduce overall tax liab ility. 

The authority responsible for the prudential regulation of banks, insurers, 

cooperative financial institutions, financial conglomerates and certain market 

infrastructure. 

Organisations that engage in social activities to meet the needs of the general 

publ ic. They are mainly funded by donations from the public and other 

institutions. 

Companies, agencies, funds and accounts that are fully or partly owned by 

government or public authorities and are regulated by law. 

The act regulating financial management of national and provincial government, 

including the efficiency and effectiveness of public expenditure and the 

responsibilities of those engaging with government financial management. 

Goods and services that would not be fully provided in a pure free-market system 

and are largely provided by government. 

A government-owned investment management company that invests funds on 

behalf of public-sector entit ies. Its largest client is the Government Employees 

Pension Fund. 

A contractual arrangement in which a private party performs a government 

function and assumes the associated risks. In return, the private party receives a 

fee according to predefined performance criteria . See unitary payment. 

National government, provincial government, local government, extra-budgetary 

governmental institutions, social security funds and non-financial public 
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The consolidated cash borrowing requ irement of general government and non

financial public enterprises. 

A composite index measuring the change in manufacturing activity. An index value 

of 50 indicates no change in activity, a value above 50 indicates increased activity 

and a value below 50 indicates decreased activity . 

An establishment-based survey conducted by Statistics South Africa to obta in 

information about the number of employees and gross salaries paid . 

A household-based survey conducted by Statistics South Africa to measure the 

dynamics of the labour market, producing indicators such as employment, 

unemployment and inactivity. 

A company that eval uates the ab ility of countries or other borrowers to honour 

their debt obligations. Credit ratings are used by international investors as 

indications of sovereign risk. See also credit rat ing. 

A measure of the rate of exchange of the rand relative to a trade-weighted 

average of South Africa's trading partners' currencies, adjusted for price trends in 

South Africa and the countries included . 

Expenditure measured in constant prices after taking account of inflation. 
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Rea I interest rate 

Real wage 

Recapitalisation 

Recession 

Redemption 

Refinancing 

Refinancing risk 

Regiona l integration 

Remuneration 

Repurchase agreements 

Repurchase (repo) rate 

Reserves (foreign exchange) 

Residence-based income tax 

system 

Revaluation gain/loss 

Risk premium 

Saving 

Seasonally adjusted 

Secondary market 

Secondary market pricing 

Secondary rebate 

Secondary sector 

Secondary tax on companies 

Section 21 company 

Sector education and training 

authorities 

Secured debt instruments 

Securitisation 
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The level of interest after taking account of inflation. 

The return, or wage, to employees, measured at a constant price level. 

Injection of funds into a company or entity to aid liquidity, either as a loan or in 

return for equ ity. 

A period in which national output and income decline. A recession is usually 

defined as two consecutive quarters of negative growth. 

The return of an investor' s principal in a fixed-income security, such as a preferred 

stock or bond. 

The repayment of debt at a scheduled time with the proceeds of new loans. 

The risk that government will not be able to raise money to repay debt at any 

scheduled point, or that it will have to do so at a high cost. 

An economic policy intended to boost economic activity in a geographica l area 

extending beyond one country. 

The costs of personnel, including sa laries, housing allowances, car allowances and 

other benefits received by personnel. 

Short-term contracts between the Reserve Bank and private banks in the money 

market to sell specified amounts of money at an interest rate determined by daily 

auction . 

The rate at which the Reserve Bank lends to commercial banks. 

Holdings of foreign excha nge, either by the Reserve Bank only or by the Reserve 

Bank and domestic banking institutions. 

A tax system in which the worldwide income accruing to a resident of a country is 

subject to the taxes of that country. 

The difference between the value of a foreign currency deposit from the original 

(historical) rate to execution of a trade based on the spot rate . 

A return that compensates for uncertainty. 

The difference between income and spending. 

The removal of seasonal volatility (monthly or quarterly) from a time series 

dataset. This provides a measure of the underlying trend in the data. 

A market where securities are bought and sold by participants in the capital 

market following primary market issuance. 

The price at which securit ies are bought and sold in the secondary market. 

A rebate from income tax, in addition to the primary rebate, that is available to 

taxpayers aged 65 years and older. 

The part of the economy concerned with the manufacture of goods. 

Tax on dividends declared by a company, calculated at the rate of 10 per cent of 

the net amount of dividends declared. This was discontinued in 2012 and replaced 

with a 15 per cent dividend withholding tax . 

Non-profit entities registered in terms of Section 21 of the Companies Act. 

Institutions funded through skills development levies, responsible for learnership 

programmes and implementing strategic sector ski lls plans. 

Debt backed or secured by collateral to reduce the risk of lending. 

The pooling of assets into a financial instrument to sell to different types of 

investors. 
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GLOSSARY 

Services involve transactions of non-tangible commodities, while transfers are 

unrequited transactions that do not generate a counter-economic value (for 

example, gifts and gra nts) . 

A person who directly or indirectly materially controls or influences the business 

or strategy of a financial institution . 

A payroll tax designed to finance training initiatives in terms of the skills 

development strategy. 

Infrastructure that supports social services. 

Social benefits available to all individuals, funded wholly or partly by t he state . 

A system in which income is taxed in the country where the income originates. 

Southern African Customs Union An agreement between South Africa, Botswana, Namibia, Lesotho and eSwatini 

agreement that allows for the unrestricted flow of goods and services, and the sharing of 

customs and excise revenue. 

Southern African Development 

Community 

Sovereign debt 

Sovereign debt rat ing 

Spatial planning 

Special economic zones 

Specific excise duty 

Standing appropriations 

Statutory appropriations 

Sterilisation 

Structural budget balance 

Structural constraints 

Structural reforms 

Sunset clause 

Switch auction 

Syndicated loan 

Tax amnesty 

Tax avoidance 

A regional intergovernmental organisation that promotes collaboration, 

economic integration and technical cooperation throughout southern Africa. 

Debt issued by a government. 

An assessment of the likelihood that a government will default on its debt 

obligations. 

Planning to influence the geographic distribution of people and economic activity . 

A designated zone where business and trade laws incentivise trade, investment 

and employment. 

A tax on each un it of output or sale of a good, unrelated to the value of a good. 

Government's expend iture obligations that do not require a vote or statutory 

provision, including contractual guarantees and international agreements. 

Amounts appropriated to be spent in terms of statutes and not requiring 

appropriation by vote. 

Action taken by the Reserve Bank to neutralise excess cash created in the money 

market when purchasing foreign currency. 

A representation of what government revenue and expenditure would be if 

output were at its potential level, with cyclical variations stripped out. 

Imbalances in the structure of the economy that hinder growth and development. 

Measures put in place to substantially change the economy, or the institutional 

and regulatory framework in which people and businesses operate. 

A clause in a public policy that allows for a law to cease being in effect after a 

specified date. 

An auction to exchange bonds to manage refinancing risk or improve tradability. 

A large loan in which a group of banks work together to provide funds, which they 

solicit from their clients for the borrower. 

A period al lowed by tax authorities during which taxpayers who are outside the 

tax net, but should be registered for tax purposes, can register for tax without 

incurring penalties. 

When individuals or businesses legitimately use provisions in the tax law to reduce 

their tax liability . 
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Tax base 

Tax buoyancy 

Tax evasion 

Tax expenditure 

Tax gap 

Tax incentives 

Tax incidence 

Tax loopholes 

Tax morality 

Tax-to-GDP ratio 

Term-to-maturity 

Terms of trade 

Tertiary sector 

Total factor productivity 

Trade balance 

Trade regime 

Trade-weighted rand 

Transfer pricing 

Treasury bills 

Treaty shopping 

Trend GDP growth 
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The aggregate value of income, sales or transactions on which particular taxes are 

levied. 

The relationship between total tax revenue collections and economic growth . Th is 

measure includes the effects of po licy changes on revenue. A value above one 

means that revenues are growing faster than the economy and below one means 

they are growing below the rate of GDP growth. 

When individuals or businesses illega lly reduce their tax liability. 

Government revenue forgone due to provisions that allow deductions, exclusions 

or exemptions from taxable income. The revenue can also be forgone through the 

deferral of tax liability or preferential tax rates . 

A measure of tax evas ion that emerges from comparing the tax liability or tax base 

declared to the tax authorities with the tax liability or tax base calculated from 

other sources. 

Specific provisions in the tax code that provide favourable tax treatment to 

individuals and businesses to encourage specific behaviour or activities . 

The final distribution of the burden of tax. Statutory incidence defines where the 

law requires a tax to be levied . Economic incidence refers to those who experience 

a decrease in real income as a result of the imposition of a tax. 

Unintended weaknesses in the legal provisions of the tax system used by 

taxpayers to avoid paying tax liability. 

The willingness, or motivation, of citizens to pay tax . This is sepa rate from the 

statutory obligation to pay taxes, but may influence tax compliance. 

The total tax payments for a particular fiscal year as a fract ion or percentage of 

the GDP for that year. 

The time between issuance and exp iry. 

An index measuring the ratio of a country's export prices relative to its import 

prices. 

The part of the economy concerned w ith the provision of services. 

An index used to measure the efficiency of all inputs that contribute to the 

production process. 

The monetary record of a country's net imports and exports of physical 

merchandise and services. See also current account. 

The system of tariffs, quotas and quantitative restrictions applied to protect 

domestic industries, together with subsidies and incentives used to promote 

international trade. 

The va lue of the rand pegged to or expressed relative to a market basket of 

selected foreign currencies. 

The setting of the price at which connected persons transfer goods or services 

between themselves. 

Short-term government debt instruments that yie ld no interest but are issued at 

a discount. Maturities vary from one day to 12 months. 

When related companies in different countries establish a third entity in another 

location to take advantage of a favourable tax arrangement. 

The theoretical level of GDP growth, where growth above the trend rate results in 

macroeconomic imbalances such as rising inflation or a weakening of the current 

account. 
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GLOSSARY 

Potential expenditure provision not allocated to a particular use. It mainly consists 

of the contingency reserve and amounts of money left unallocated by provinces. 

Unemployment (broad definition) All those of working age who are unemployed, including those actively seeking 

employment and discouraged work seekers. 

Unemployment (official definition) Those of working age who are unemployed and actively seeking work (excludes 

discouraged work seekers). 

Unitary payment 

Unit labour cost 

Unqualified audit 

Unsecured debt instruments 

Unsecured lending 

VAT refund 

Venture capital company 

Vertical equity 

Vested right 

Virement 

Vote 

Wate r trading account 

Weighted average cost of capital 

Withholding tax 

Wh ite paper 

Yield 

Yield curve 

Zero-rated tax items 

The payment made to a private party for meeting its obligations in a public-private 

partnership. 

The cost of labour per unit of output, calculated by dividing average wages by 

productivity (output per worker per hour) . 

An assessment by a registered aud iting firm or the Auditor-General of South Africa 

asserting that the financial statements of a department, entity or company are 

free of material misstatement. 

Debt not backed or secured by co llateral to reduce the risk of lending. 

A loan that is not backed or secured by any type of collateral to reduce the lender's 

risk. 

The amount of value-added tax (VAT) repayable by the South African Revenue 

Service to a VAT vendor. 

In terms of South African regulation, a company whose sole objective is managing 

investments in qualifying compan ies (small businesses) . Investments in venture 

capital companies are tax deductible. 

A principle in taxation that holds that differently situated taxpayers should be 

treated differently in terms of income tax provisions. In other words, taxpaye rs 

with more income and/or capital shou ld pay more tax. 

The right to ownership of an asset that cannot be arbitrarily taken away by a th ird 

party. 

The transfer of resources from one programme to another w ithin the same 

department during a financial year. 

An appropriation voted by Parl iament. 

A departmental account that ring-fences revenue from the sale of bulk water and 

re lated services to secure funding to manage the susta inability of water resources 

and infrastructure. 

The average rate of return an organisation expects to pay to investors in its 

securities, such as bonds, debt and shares. Each category of security is accorded a 

proportionate weight in the calculation . 

Tax on income deducted at source. Withholding taxes are widely used for 

dividends, interest and royalties. 

A policy document used to present government policy preferences. 

A financia l return or interest pa id to buyers of government bonds. The yield/rate 

of return on bonds includes the total annual interest payments, the purchase 

price, the redemption value and the time remaining until maturity. 

A graph showing the relationship between the yie ld on bonds of the same credit 

quality but different years to maturity at a given point in time. 

Consumable goods that are exempt from the 15 per cent VAT rate . 
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Statistical annexure 

1 Main budget: revenue, expenditure, budget balance and financing, 2013/14 to 2022/23 

2 Main budget: estimates of national revenue - summary of revenue, 2002/03 to 2022/23 

3 Main budget: estimates of national revenue - detailed classification of revenue, 2016/17 to 2020/21 

4 Main budget: expenditure defrayed from the National Revenue Fund by vote, 2016/17 to 2022/23 

STATISTICAL ANNE XURE 

5 Consolidated national, provincial and social security funds expenditure: economic classification, 2016/17 to 2022/23 

6 Consolidated nationa l, provincial and social security funds expenditure: functional classification, 2016/17 to 2022/23 

7 Consolidated government revenue and expenditure: economic classification, 2016/17 to 2022/23 

8 Consolidated government expenditure: functional classification, 2016/17 to 2022/23 

9 Consolidated government revenue, expenditure and financing, 2016/17 to 2022/23 

10 Total debt of government, 1995/96 to 2022/23 

11 Net loan debt, provisions and contingent liabilities, 2009/10 to 2022/23 

I Explanatory notes 

The stat istical tables present details of the main budget; consolidated national, provincial and social security funds 
expenditure; consol idated government revenue and expenditure; consolidated government revenue, expenditure 
and financing; total debt of government; and net loan debt, provis ions and contingent liabilities. 

The tables are categorised accord ing to government levels, from the main budget to the consol idated government 
account. The main budget consists of National Revenue Fund rece ipts, expenditure either voted by Parl iament or 
allocated by statutory appropriation, and the financing of the deficit. This is the national budget, including transfers 

655 
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to other spheres of government. 20 

Consolidated national, provincial and social security funds expenditure consists of the main (national} budget, and 
the provincial and the social security funds' budgets or expenditure. These budgets are aggregated and transfers 
between the three spheres of government are netted out to arrive at a total consolidated expend iture figure . The 
consolidated government revenue, expenditure and financing budget includes national, provincial and social security 
funds, the Reconstruction and Development Programme (RDP) Fund and national public entities. This is referred to 
as the consolidated budget. 

Wh ile government revenues are concentrated at nationa l level, a large proportion of expenditure has shifted to the 
provinces since 1994. Equitable share transfers to the nine provinces are included as a government statutory 
commitment on the National Treasury vote, while the local government equitable share is appropriated on the vote 
of the Department of Cooperative Governance. The consolidated government account consists of all the activities of 30 
national and provincial government, and includes most of the listed public entities. The consolidation also includes 
several national government business enterprises. 
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Since more than 50 per cent of total national expenditure on the 2020/21 main budget consists of transfer payments 
to other levels of general government, economic and functional classifications of national budget expenditure are not 
comprehensive. For the purposes of analysis, it would be preferable to present economic and functional 
classifications of general government expenditure, but this would require information on expenditure at all levels of 
general government, its financing through revenue, balances brought forward and transfer payments (mainly from 
the nat ional budget). This information is not readily avai lable for local government. Historica l data on general 
government finances is, however, published by the Reserve Bank in its Quarterly Bulletin and by Statistics South 

Africa . 

Change in recording of extraordinary receipts and payments in the budget tables 

656 

Since 2014, the consolidated government account has been presented in a more transparent format in line with the 1 O 
International Monetary Fund's Government Finance Statistics Manual (2014). Th is format provides details of 
operating activities, cap ital and infrastructure investment, as well as transactions in financial assets and liabi li t ies. 
The calculation of the budget balance includes all government transactions. Previously, extraord inary receipts and 
payments were added to the budget deficit to calculate government's net borrowing requ irement. In the new fo rmat, 
there is no longer a difference between the budget balance and the net borrowing requi rement. These transactions 
are now referred to as National Revenue Fund receipts and payments. 

Treatment of foreign grants to the RDP Fund 

All international technical assistance and other RDP-related grants are paid to the RDP Fund account, which is 
separated from government accounts . Departments incur expenditure on RDP-related projects through direct 
requisit ions from th is account. However, disbursements of foreign grants and technical assistance are included in the 20 
consolidated national and provincial expenditure estimates in Tables 5 and 6, and in the consolidated government 
expenditure in Table 7. 

Adjustments due to transactions in government debt 

As part of the state's active management of its debt portfolio, government bonds are repurchased or switched into 
new bonds. In the process, government may make a cap ital profit, wh ich is a book entry change in the bond discount. 
This capital profit does not represent actual cash flow and is regarded as a "book profit" , which lowers the outstanding 
debt. 

A premium may also be accrued, or payable, in managing the debt portfolio or when entering into new loans. Under 
the new format, premiums paid or received are included as National Revenue Fund receipts and payments, and no 
longer categorised as extraordinary receipts and payments. 30 

Sources of information 

The information in Tables 1 to 11 on national and provincial government and public entity finances is obtained from 
the following sources : 

• Reports of the Auditor-General on the Appropriation and Miscellaneous Accounts 

• Printed estimates of revenue and expend iture for the national and provincial budgets 

• The Reserve Bank 

• The South African Revenue Service (SARS) 

• Monthly press re leases from the Nationa l Treasury, published in terms of section 32 of the Publ ic Finance 
Management Act (1999). 

Main budget: revenue, expenditure, budget balance and financing (Table 1) 

Table 1 summarises the main budget balances since 2013/14 and medium-term estimates to 2022/23. In line with 
the economic reporting format introduced in 2009, the revenue classification shows departmental sales of capital 
assets separately. 
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Repayments of loans and advances, which were previously shown as negative expenditure, have been reclassified as 

revenue. The national budget deficit (negative budget balance) is due to a higher increase in expenditure relative to 
the revenue collected over the same period. 

Appropriations by vote are divided into current payments, transfers and subsidies, payments for capital assets and 
payments for financial assets. Both curre nt and capital transfers are included in transfers and subsidies, in line with 
the economic reporting format's requirements. 

The deficit figures presented in this table differ from those presented in budgets before 1995/96 because a number 
of items that were previously regarded as "below-the-line" expenditure have been included in total expenditure. In 
addition, revaluations of foreign loan obligations are excluded from expenditure, in keeping with international 
practice. 

Under the "financing" item, domestic short-term loans include net transactions in Treasury bills and borrowing from 
the Corporation for Public Deposits. Long-term loans include all transactions in domestic government bonds and 
foreign loans (new loan issues, repayments on maturity, buybacks, switches and reverse purchase transactions). 

Main budget: estimates of national revenue (Tables 2 and 3) 

Table 2 presents a summary of revenue and the details are set out in Table 3. Main budget revenue collections are 
recorded on an adjusted cash basis as the revenue is recorded in the SARS ledgers. Tax revenue is classified according 
to standard international categories and departmental receipts according to the economic reporting format's 
requirements. 

In Table 3, a large amount of data cannot be recla ss ified to align with the economic reporting format because 
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departments capture these transact ions in their ledgers as miscellaneous receipts . 20 

Main budget: expenditure defrayed from the National Revenue Fund by vote (Table 4) 

Table 4 contains estimates of expenditure on national budget votes for the period 2016/17 to 2022/23. In 2019/20, 
amounts included in the budget estimate, the adjusted appropriation and the revised estimate on each vote are 
shown. Historical data has been adjusted to account for function shifts between departments. As a result, the figures 
presented for some departments may differ from the ir financia l statements. Total expenditure, however, is not 
influenced by these changes. 

Consolidated national, provincial and social security funds expenditure (Tables 5 and 6) 

Tables 5 and 6 show the economic and functional classification of payments for consolidated nationa l and provincial 
government and social security funds, including the Unemployment Insurance Fund, the Road Accident Fund and the 
Compensation Fund. Provincial expenditure estimates are prel iminary because their budgets are tabled after the 30 
national budget. As such, these estimates are subject to change before being tabled in provincial legislatures. 

The functional classification 

The functional classification in this annexure is aligned with the classification of government functions set out in the 
Government Finance Statistics Manual. The historical data published in these tables has been reclassi fied accordingly. 
Chapter 5 of the Budget Review, which sets out the medium-term expenditure framework, outlines the budget 
allocations across these function groups. 

To support this approach, data at programme and entity level is aggregated into spending categories, wh ich provides 
for a higher level of aggregation than in the functional classification . For example, funct ional classification tables 
include local development and social infrastructure as distinct functions. The fisca l statistics are an outcome of the 
budget process and can only be used as a guide to categorise expenditure for budgeting purposes. 40 

Some of the most important differences between the key spending categories presented in Chapter 5 and the more 
detailed functional classification presented in the statistical tables are as follows: 
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• Learning and culture: Expenditure in this category includes spending related to school and tertiary 
education, as well as arts, culture, sport and recreation . In the statistical tables, this expenditure is included 
as part of either the education or recreation, culture and religion functions. 

• Economic development: Expenditure related to innovation, science and technology is included in the 
economic development function group, while in the statistical tables it is classified as research and 
development according to the function to which it relates . 

• Peace and security: This includes expenditure by defence, police, justice and home affa irs. In the statist ical 
tables, the bulk of this expenditure is included in the public order and safety function, with home affairs 
split between general public services and public order and safety. 
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• General public services: In the key spending categories, transfers made to international organisations are 10 
classified within the category of the paying department. In the statistical tab les, they are classified under 
general public services. 

Consolidated government revenue and expenditure (Tables 7 and 8) 

Tables 7 and 8 show the economic and functional classification of payments for the consolidated government budget. 
This consists of the consolidated national, provincial and social security figures presented in Tables 5 and 6, combined 
with general government entities, as well as some government business enterprises. 

The government budget consolidation includes all entities controlled and mainly financed by government revenue, 
where such revenue is defined as either taxes, levies and administrative or service fees prescribed by government, or 
direct budgetary support in the form of transfer payments. This consolidation also includes several government 
business enterprises, based on the princip le that they either sell most of their goods and services to government 20 
institutions or departments at regulated prices, and are therefore not businesses in the true sense of the word, or 
they are directly involved in infrastructure financing and development. 

Accordingly, state-owned entities are broadly identified as one of the following: 

• Enterprises that sell mainly to government departments or institutions, have no clear competitors and 
whose prices are therefore not clearly market related. 

• Science councils that conduct research or fulfil a regulatory or advisory function, with government
determined regulatory or administration fees. 

• Government-regulated businesses that are primarily financed by a dedicated tax, administration fee or levy, 
(the level of which is dictated by government) or that are directly involved in the maintenance or extension 
of critical infrastructure. 

To present consolidated accounts, all units use the same accounting standards and policies. The format of the 
accounts, terminology used, classification, transaction coverage and accounting base (cash or accrual) must be the 
same. In this respect, the consolidated government budget is prepared on an adjusted cash basis of accounting. This 
is not strictly comparable to the financial information published in the consolidated financial statements, which has 
two components - a consolidation of departments using the modified cash basis of accounting and a separate 
consolidation of public entities that apply the accrual basis of accounting. 

All transactions that occur between units being consolidated are eliminated. A transaction of one unit is matched 
with the same transaction recorded for the second unit and both transactions are eliminated from the consolidation. 
For example, if a public entity se lls a service to a government department and data for the two units is being 

30 

consolidated, neither the sale nor the purchase of the service is reported. In this way, only transactions between 40 
government and non-government entities are recorded, without inflating total government revenue as a result of 
internal transactions. 

Not all intra-entity transactions are eliminated, however, because they are not always identifiable in the accounting 
systems of government and many of its agencies. Only those that can be identified have been eliminated. These 
broadly include: 
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• Transactions involving transfers from one government unit to another, including transfers made by national 
departments to public entities and transfers between public entities (such as Water Trading Entity transfers 
to water boards) . 

• Purchases of goods and services from other government units included in the consolidation (such as 
transactions between the Trans-Caledon Tunnel Authori ty, water boards and the Water Trading Entity). 

As data collection and recording procedures for transactions improve, additional intra-entity transactions wil l be 
identified and removed from the consolidated government budget. 

A total of 162 national and provincial departments and 186 entities are included in the 2020 consolidated 
government budget. The National Treasury is committed to presenting a full consolidation of the whole of general 
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government over t ime. Considerable work has been done to align the local government accounts with national an d 10 
provincial accounts. A classi fication reporting framework has been developed for municipalities as a first step towards 
the consolidation of the financial information of all three spheres of government. 

Consolidated government revenue, expenditure and financing (Table 9) 

Table 9 presents the government account, which distinguishes between government's operating activities and its 
plans to invest in cap ital and infrastructure. 

The balance on the operating account shows the outcome of government's operating activities, which is a measure 
of the cost of ongoing operations. It is calculated as the difference between current revenue and current expenditure, 
and the resulting balance shows how much government must borrow to run its operations. The current balance 
demonstrates the sustainability of government operations. 

Capital investment activities are presented in the cap ita l account. Government's capital financing requi rement is the 20 
outcome of this account, which is ca lcu lated as the difference between capital revenue and capital expenditure. This 
account will mainly be in deficit due to continuous investment in infrastructure and su bstantial capital outlays. 

Total debt of government (Table 10) 

Table 10 shows the major components of government debt. Net loan debt consists of total domestic and foreign debt 
less the cash balances of the National Revenue Fund. The balances on the Gold and Foreign Exchange Reserve 
Accou nt, which represent net revaluation profits and losses incurred on gold and foreign exchange transactions, are 
also disclosed. 

Net loan debt, provisions and contingent liabilities (Table 11) 

Provisions are liabilities with uncertain payment dates or amounts. The provisions for multilateral institutions are the 
unpaid portion of government's subscriptions to these institutions, wh ich are payable on request. Contingent 30 
liabilities are obligations that only result in expenditure when an uncertain future event occurs. Both explicit and 
implicit contingent liabilities are disclosed. Implicit contingent liabilities are mostly the actuarial deficits of social 
security funds, while explicit contingent liabilities are mostly guarantees for state-owned companies, public-private 
partnersh ip projects and the Renewable Energy Independent Power Producer Programme. In the case of guarantees 
for state-owned companies, the exposure disclosed is the amount borrowed against a guarantee, any re lated 
revaluation adjustments on inflation-linked bonds and any rela ted interest on this amount, if guaranteed. The 
National Treasury published detailed informat ion on provisions and contingent liabilities in the annual consolidated 
financial statements of national departments. 
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Table 1 
Main budget: revenue, expenditure, budaet balance and financina 1) 

201 3/14 2014115 2015116 2016117 2017118 2018119 

Actual outcome Preliminary outcome 

Rmllllon 

Main budget r.venue 
Current revenue 871 371 8 950 046.8 1032727.7 1119 530.3 1176 623.8 

T 8JI 1&1'8nue (gross) 2) 900 014.7 986 295.0 1 069 982.6 1144 081 .0 1216463.9 
Less: SACU payments 3) -43 374.4 -51 737.7 -51 021.9 -39 448.3 .55 950.9 
Non4sx 111venue (deparlmenlef and o/her receipts) 4) 14 731 .5 15 489.4 13 767.0 14 897.7 16 110.8 

Fnancial transactoos n assets and iabiities 5) 15 957.3 15 332.7 43 387.6 18 224.9 19 541.0 
Sales of capttal assets 37.0 77.4 121.1 149.2 197.5 

Total revenue 887 366.2 965 456.9 1 076 236.4 1 137 904.4 1196 362.3 
Main budget expenditur. 

Direct charges aganst the National Revenue Fund 462 603.0 503 253.9 544 848.0 588 731.7 638 337.0 
Debt..selYice costs 6) 101184. 7 114 798.4 128 795.6 146 496. 7 162 644.6 
Provincial equitable share 336 495.3 359 921.8 386 500.0 410 698.6 441 331.1 
Gene/8/ fuel levy sharing wffh melropofitBll municips/ities 9 613.4 10 190.2 10 658.9 11223.8 11 785.0 
Ski/ls levy end SETAs 12 090.2 13 838.8 15156.4 15 233.0 16 293.6 
Other 7) 3 219.4 4 504.8 3 737.0 5 079.5 4 282.7 

Appropriated by vote 585 155.6 628 646.2 699 774.9 716 658.5 768 602.9 
Current peymenls 8) 176 398.4 184 544. 7 196 320.3 210 088.3 218 947.5 
Transfers end subsidies 9) 391 285.2 424 144.4 455 984.7 486 109.1 516 020.0 
Payments for cepitet essets 10) 14 002.7 16 200.6 18 276.3 15 598.5 15 232.9 
Payments for financial assets 11) 3 469.4 3 756.5 29 193.5 4 862.5 18 402. 5 

Provisooal allocation not assgned to votes - - - - -
lnfrastructura fund not assgned lo votes - - - - -
Provisooal ak>catoo f0< Eskocn restructurilg - - - - -
Compeosatbn of employees adjustments - - - - -

Total 1 047 758.6 1131 900.1 1 244 622.9 1 305 390.1 1 404 939.9 
Contingency reserve - - - - -

Total expenditure 1 047 758.6 1131 900.1 1 244 622.9 1 305 390.1 1 404 939.9 

Main budgot balance -160 392.4 -166 443.2 -168 386.4 -167 485.7 -208 577.7 
Percentage of GDP -4.4% -4.3% -4.1% -3.8% -4.4% 

Financing 
Change In loan llabllltlu 

Domestic short-tenn loans (net) 23 048.0 9 569.0 13 075.0 40 507.1 33 407.0 

Domestic long-tenn loans (net) 149 414.4 157 014.0 146172.0 116 684.3 174 438.0 
Marl<et loans 172 11 2.5 192 414.0 176 795.0 175 070.5 200 200.0 
Loans Issued for switches -1135.3 -1 160.0 ·2 479.0 -1 036.4 -1 508.0 
Redemptions -21 562.8 -34 240.0 -28 144.0 -57 349.8 -24 254.0 

Foreign loans (net) 378.4 8 361 .0 .3 879.0 36 380.7 29 774.0 
Marl<et /osns 19 619.1 22 952.0 - 50 959.3 33 895.0 
Loans issued for swffches - - - 1 111.4 -
Amls procutement loan agroomanls - - - - -
Redemptions (including 111valuation of loans) 12) -19 240.7 ·14 591.0 -3 879.0 -15 690.0 -4 121.0 

Change In cash and other balances (· lncraase) -12 448.4 .a 500.8 13 018.4 -26 086.4 .29 041.3 

Total flnanclng (net) 160 392.4 166 443.2 168 386.4 167 485.7 208 577.7 

GDP 3 614 459 3 865 119 4 124 704 4 419 437 4698 724 
National Revenue Fund transactions 13) 

National Revenue Fund receipts 11 709.3 12 647.0 14 377.5 14 240.6 16 600.3 
National Revenue Fund Davments ·516.3 -1 525.5 -881.7 -1 778.0 -587.1 
Net 11193.0 11121.5 13 695.8 12 462.6 16 013.2 

1) This t8bie summarises revenue, expenditure and the main budge/ bat~ since 2013114. As available data is incomptare, the estimates are not fuHy consistent w#h other 
sources, such as the Government Fi11Mce Statistics series of the Reserve Bank. 

2) Mining leases and ownership has been reclassified as non48JI rel'Bnue (rent on land). Histonca/ numbers have been edjusted for comparative purposes. 
3) Payments In temJs of Southern African Customs Union (SACU) agteemenls. 
4) Excludes safes of capital assels, discount and revaluation of foreign loan repayments. Includes receipts for which a deparlment serves as a ronduit to deposit funds into the 

Natione/ Revenue Fund. 
5) Includes National Revenue Fund 111caipts (previously classified es extroordinaiy roceipts). 
6) Includes inte111st, cost of raising /osns and management cost but excludes discount on the issue of new government debt instruments and the reve/uation of foreign loan 

repayments. 
Source: Nation el T reesuiy 

1 260 705.5 
1 287 690.2 
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21 303.9 
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17479.9 
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-
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1 506 612.5 
-
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-231 342.2 
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14 061 .0 

169 474.0 
183 503.0 

-500.0 
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25 258.0 
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-

·2 041.0 

24 590.2 
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ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republ ic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 1 

Main budget: revenue, expenditure, budget balance and financing 1) 

2021/22 2022123 

Mediu m-tenn estimates 

661 

R million 

Main budget revenue 
1 389 607.8 1 332 098.9 -57 508.8 t 385 864.0 1 478 538.9 1 574 534 .5 Current revenue 
1 422 208.0 1 358 934.6 -63 273.4 1425417.6 1 512 193.8 1609658.6 2) Tax revenue (gross) 

-50 280.3 -50 280.3 - -63 395.2 -80 583.0 -63 365. 7 3) Less: SACU payments 
17 680.1 23 444.7 5 764.6 23 841.6 26 908. I 28 243.6 4) Non~ax revenue (departmental and other receipts) 
13 727.0 12 583.8 -1143.3 12 002.3 5 622.8 6 208.0 5) Financial transactilns in assets and riabiilies 

129.6 113.6 -16.0 129.3 132.4 134.7 Sakls of capnal assets 

1 403 464.4 1 344 796.3 -58 668.1 1 397 995.6 1484 294.1 15808n.1 Total revenue 
Main budget expenditure 

743 900.1 746 713.2 2 813.2 805 666.3 872 909.4 940599.1 Direct charges aganst lhe National Revenue Fund 
202 207.8 205 005.0 2 797.1 229 270.0 258 482.1 290 145.1 6) Debi.service costs 
505 553.8 505 553.8 - 538 471.5 573 989.5 607 553.5 Provincial equitable share 

13166.8 13 166.8 - 14 026.9 15 182.5 16 085.0 General fuel levy sharing wffh melropolffan municipalities 
18 758.5 18 576.3 -182.2 19 412.9 20 585.0 21 969.8 Skills levy and SET As 
4 213.2 4 411.4 198.3 4485.1 4 670.3 4 845.7 7) C:Xher 

900 249.4 935 590.9 35 341 .5 963 114.2 988 835.6 1029 512.7 Appropriated by vote 
248 056.6 246 686.4 -1370.2 261 332.9 279 252.0 288 689.8 8) Cu!T8nt payments 
614372.7 611 782.0 ·2 590.7 644 024.8 684 281.7 721 889.4 9) T rensfers end subsidies 

15 460. 1 13 573.2 -1 886.9 15 302.8 15 809.0 16 509.7 10) Payments for capital assets 
22 359.9 63 549.3 41189.4 42 453. 7 9 493.0 2 423.9 11) Payments for financial assets 

10.0 - -10.0 7 020.6 1 852.6 3 573.5 Provisklnal allocation not assigned to votes 
1000.0 - -1 000.0 - 4 000.0 6 000.0 Infrastructure fund not assigned to votes 
5 348.0 - -5 348.0 23 000.0 33 000.0 23 000.0 Provisional allocation tor Eskorn restructurilg 

-4 800.0 - 4 800.0 -37 806.7 -54 929. 1 --07 460.4 Compensation ol employees adi.Jstments 
1 645 707.4 1 582 304.1 36 596.7 1 760 994.4 1 845 668.5 1 935 224.9 

13 000.0 - -13 000.0 5 000.0 5 000.0 5 000.0 Contngency reserve 
1 658 707.4 1 682 304.1 23 596.7 1 765 994.4 1 850 666.5 1 940 224.9 Total expenditure 

-255 243.0 -337 507.8 ..!12 264.8 -367 998.9 -366 374.3 -359 347 .8 Main budget balance 
-4. ,.,. --0.5% -1 .8% -6.8% --0.4% ·5.9% Percentage of GDP 

Financing 
Change In loan llabllltles 

25 000.0 36 000.0 11 000.0 48 000.0 48 000.0 55 000.0 Domestic short-tenn loans (net) 

185 404.0 279 365.0 93 961 .0 285 235.0 278161 .0 262 863.0 Domestic long-tenn loans (net) 
216000.0 299 189.0 83 189.0 337 700.0 337 400.0 385 800.0 Merl<et loans 

- -289.0 -289.0 - - - Loans issued for switches 
-30 596.0 -19 535.0 11 061.0 -52 465.0 -59 239.0 -122 937.0 Redemptions 

-20 972.0 25 844.0 46 816.0 17 026.0 40 498.0 38 000.0 Foreign loans (net) 
28 520.0 76 052.0 47 532.0 29 260.0 44 790.0 53 200.0 Market loans 

- - - - - - Loans issued for switches 
- - - - - - Anns procurement loan agreements 

-49 492.0 .50 208.0 -716.0 ·12 234.0 -4 292.0 -15 200.0 12) Redemptions (including revaluation of loans) 

65 811.0 -3 701 .2 -89 512.2 17 737.9 ·284.7 3 484.8 Change in cash and otll er balances (-Increase) 

255 243.0 337 507.8 82 264.8 367 998.9 366 374.3 359 347.8 Total fin ancing (net) 

5 413 825 5 157 347 -258 477 5 428 212 5 758 993 6 126 302 GDP 
13) National Revenue Fund transactions 

4 488.0 10020.1 5 532.1 6 005.0 4 762.0 5 306.0 National Revenua Fund receipts 
-135.3 -468.2 -332.8 -97.9 - - National Revenue Fund payments 

4 352.7 9 551.9 5199.3 5 91J7.1 4 762.0 5 306.0 Net 

7) Includes direct appropriations in respect of the salaries of the President, Deputy President, judges, magislreles, members of Parliament, National Revenue Fund payments 
(previously classified as extraordinary payments) and the lnlemalional Cit Pollution Compensation Funds. 

8) lncludas compensation of employees, payments for goods and services. interest and rent on land. Payment for mad1cal benefits to fonner employees 
has been moved to trensfers. 

9) lncludas cu/Tent and capital transfers and subsidies to business, households, foreign countries and other levals and funds of general government. 
10) lncludas acquisition and own account construction of new assets and the cost of upgrading, improving and extending to axisting capital assets. 
11) Consists mainly of lending lo public corporelions or making equity investments in them for policy purposes. Previously included in transfen; and subsidies. 
12) Revaluation eslimates are based on National Treasur(s projection of exchange rates. 
13) National Revenua Fund payments include premiums peid on loan transactions and revaluation adjustments whan utilising foreign exchange deposits. 

National Revenue Fund receipts include proceeds from Iha sale of slate assets, premiums received on loan transactions and revaluation adjustments when IAilising 
foreign exchange deposits. 
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2020 BUDGET REVIEW 

Table 2 
Main budget estimates of national revenue 
Summarv of revenue 11 

Rmlllion 

Tues on lncorre and profits 
Peraonal ncome tax 
CO<pOl1lte ncome tax 
Secondary lax on aim paniesid~ilends lax and nleresl w~hholdi:lg lax 
Tax on reliement funds 
Other 

Tues on payroll and workforce 
Ski~ development levy 

Tues on property 
Oonalioos lax 
Estate duty 
Securities transfer tax 
Transfer duties 

Oomestlc taxes on goods and servicu 
Value-added lax 
Specifc e>cise duties 
Heallh promotion levy 
Ad v81omm excise duties 
Fuel levies 
Ar departure tax 
Electtdy levy 
Other 

Taxes on lntematlonal trade and transactions 
Custans duties 
Health promotion levy on mporls 
Import surcharges 
Other 

Stemp duties and fees 

State miscellaneous revenue 

TOTAL TAX REVENUE (gross) 

Non-tax revenue 
Less: SACU pay~ts 

Othtr adjustment 

TOTAL M~ BUDGET REVENUE 

Current revenue 
Dr.ct taxes 
lndi'ucl la>es 
State mlscelaneous revenue 
Non4ax revenue (exckJdi:lg sales of capital assets) 
Less: SACU payments 

Sales of capita l assets 

National Revenue Fund 11JCeipls 

2002103 

164 565.9 
94 336.7 
55 745.1 
6 325.6 
6 989.7 

1) 1 169.0 

3 352.1 
2) 3 352.1 

5 084.6 
17.7 

432.7 
3) 1 205.2 

3429.0 

97 311 .5 
4) 70 149.9 

10 422.6 

1 050.2 
15 333.8 

324.8 
-

5) 30.3 

9 619.8 
9 330.7 

-
0.0 

6) 289, 

1 572.4 

7) 433.0 

281 939.3 

8) 12 995.7 
9) -8 259.4 

10) -

286 675.6 

286 617.8 
168 368.4 
113 137.9 

433.0 
11) 12 937.9 

.a 259.4 
57.8 

12) 8167.9 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2003104 2004/05 2005106 2006/07 2007108 2008109 

171 962.8 195 219.1 230 803.6 279 990.5 332 058.3 383 482.7 
98 495.1 110981 .9 125 645.3 140 578.3 168 774.4 195 145.7 
60 880.8 70 781 .9 86 160.8 118 998.6 140119.8 165 539.0 
6 132.9 7 487.1 12 277.6 15 291.4 20 585.4 20 017.6 
4 897.7 4 406.1 4 783.1 3190.5 285.4 143.3 
1 556.3 1 562.2 1 936.7 1 931.7 2 293.3 2 637.2 

3 896.4 4 443.3 4872.0 5 597.4 6 330.9 7 327.5 
3 896 4 4 443.3 4 872.0 5 597 4 6 330.9 7 327.5 

6 707.5 9 012.6 11137.5 10 332.3 11883.9 9 477.1 
17 1 25.2 29.5 47 0 27.6 125.0 

41 7.1 506.9 624.7 747.4 691.0 756.7 
1101.1 1 365.9 1 973.4 2 763.9 3 757.1 3 664.5 
5 172.1 7 114.6 8 510.0 6 774.0 7 408.2 4 930.9 

110 108.6 131 980.8 151223.7 174871.4 194 690.3 201 416.0 
80 681 .8 98 157.9 114 351 .6 134 462.6 150 442.8 154 343.1 
11 364.6 13 066.7 14 546.5 16 369.5 18 218.4 20 184.5 

- -
1 016.2 1 015.2 1157.3 1 282.7 1 480.5 1 169.5 

16 652.4 19 190.4 20 506.7 21 844.6 23 740.5 24 883.8 
367.2 41 2.2 458.2 484.8 540.6 549.4 

- - - - - -
26.5 138.3 203.4 227.2 267.5 285.7 

8 414.3 13 286.5 18 201 .9 24 002.2 27 081.9 22 852.4 
8 479.4 12 888.4 18 303.5 23 697 0 26 469.9 22 751 .0 

- - - - - -
- - - - - -

.SS.I 398.1 -101 .6 305.2 612.0 101.4 

1 360.I 1167.7 792.8 615.7 557.1 571 .8 

-7.1 -130.9 164.2 339.2 212.2 -27.4 

302 442.6 354 978.8 417195.7 495 548.6 572 814.6 625 100.2 

8 309.5 8 695.4 15 602.3 1081.4 14 542.4 20 819.6 
-9 722.7 -13 327.6 -14144.9 -25194.9 ·24 712.6 ·28 920.6 

- - - - - -

301 029.4 350 346.5 418 653.1 484 635., 562 644.4 616999.2 

301 012.9 350 316.3 418 573.8 484 596.3 562 414.2 616 868.0 
176 293.5 200 194.5 236 329.7 286 382.4 339 107.8 391 691 .9 
126156.1 154 915.3 180 701 .8 208 827.1 233 494.6 233 435.6 

·7.1 -130.9 164.2 339.2 212.2 ·27.4 
8 293.0 8 665.2 15 523.0 14 242.6 14 312.2 20 688.4 

-9 722.7 ·13 327.8 -14 144.9 ·25 194.9 ·24 712.6 ·28 920.6 
16.5 30.2 79.3 38.8 230.2 131 .2 

1598.2 2 492.0 6 905.2 3438.1 1849.8 8 203.4 

1) Includes interest on o..roue income tax and small business tax amnesty (in 200&'07, 2007/08 and 2oo&'09). 
2) LOV'f on payroll dedicated to skills development. 
3) T1>e securities tf8llsler tax replaced too uncerlifiealed ser;urities tax from 1 July 2008. 
4) T1>e vol!Je.6dded tax (VAT) replaced the general sales tax in Sep/ember 1991. 
5) Includes plastic bag ievy (from 2004/05), Universal ServiC11 Fund (from 1999/00), levies on financial services (up to 2004/05), CO, motor vehicle emissions (from 2010/11), incandescent light bulb IOV'f (from 2009/10), 

turnover tax for micro businesses (from 2009/10), tyre levy ond lntemtionlll QI Pollution Compensation Fund (from 201 &'17). Mining teases and ownership have boon rectassifHJd as no£Hax rovenua. 
T1>e histoncal yea-; from 2000/01 have been edjusted for romparatiw fJUfPOSBS. 

Soutte: NIJlional T roasury 
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STATISTICAL ANNEXURE 

Table 2 
Main budget: estlm1te1 of national revenue 
Summarv of revenue 1) 

2009/10 2010/11 2011 /12 21)1 2113 2013/14 2014115 2015/16 

Actual colectlons 

R mlllon 

359 IM.U 37'l 941.2 426 583.7 457 313.8 507 759.2 561 789.8 606 820.5 Taxn on Income and proflls 
205145.0 226 925.0 250 399.6 275 821.6 309 834.1 352 950.4 388 102.4 Pe<sonal ~come tax 
134 883.4 132 901.7 151626.7 t59 259 2 177 324.3 184 925 4 191151.6 Ca<porate income lax 
15 467.8 17 178.2 21 965.4 19 738.7 17 308.8 21 247.3 24 152.8 Secondary lax on companlesldivilends lax and ~terasl wltt'/lotdilg tax 

42.7 2.8 6.7 0.2 - - - Tax on retrement funds 
3 505.9 2 933.6 2 585.3 2 494.1 3 292.0 2 666.7 3 413.7 1J Other 

7 80.U 8 652.3 10173.1 11378.5 12 475.6 14 032.1 15 220.2 Tues on payroll and workforce 
7 004.8 8 652.3 10173.1 11378.5 12 475.6 t4 032 t 15 220 2 2J Skis developmenl levy 

8 826.4 9102.3 7 817.5 8 645.2 10 487.1 12471.5 15 044.1 Taxee on property 
60.1 64.6 52 7 82.1 112 8 167.0 134 8 Donations tax 

759.3 782.3 1 045.2 1 013.0 1101.5 1 488.6 1982.2 Estate duty 
3 324.0 2 932.9 2 886.1 3 271.9 3 784.3 4 150 1 5 530.7 3) Serurilles traisfer tax 
4 683.0 5 322.5 3 833.6 4 278.3 5 488.5 6 665 8 7 396 3 Transfer duties 

203 666.8 249 490.4 263 949.9 296 921.5 324 5«.2 356 554.4 385 955.9 Domestic tues on goods and servltee 
147 941.3 183 571.4 191 020.2 215 023.0 237 666.6 261 294 8 2811 11.4 4) Val.le-added lax 

21 289.3 22 967.8 25 41 1.1 28 377.7 29 039.5 32 333.6 35 076.7 Specifc excise duties 
- - - - - - - Healh promotion levy 

1275.9 1 596.2 1828.3 2 2319 2 363.3 2 962 3 3 014.1 Ad valorem excise duties 
28 832.5 34 417.6 36 602.3 404 t0.4 43 684.7 48 466.5 55 607.3 Fuel levies 

580.3 647.8 762.4 873.1 878.7 906.6 941 2 t>:t departure tax 
3 341 .7 4 996.4 6 429.7 7 983.9 8 818.9 8 648.2 8 471 .8 Elettrdy levy 

405.7 1 293.3 1895.8 2 021.4 2 098.5 1942.5 1 7335 5) Other 

19 318.9 26 977.1 34121.0 39 549.1 44 732.2 41 462.9 46 942.3 Tues on intem1tional trade and transactions 
19 577.1 26 637.4 34 197.9 38 997.9 44 178.7 40 678 8 46 250 1 Customs dulies 

- - - - - - - Healh promoliln levy on mpo<ts 
- - - - - - - Import surcllarges 

·258.3 339.7 -76.9 551.2 553 4 784.1 692 2 6) Other 

49.5 3.1 ·2.9 0.5 31.7 ·1.2 0.4 Stamp duties and fees 

-5.7 16.7 7.4 17.2 ·1 9.1 ·14.6 -0.8 7) State mlscellanaou1 revenue 

598 705.4 674183.1 742 649.7 813 825.8 900 014.7 986 295.0 1 069 982.6 TOTAL TAX REVENUE (g ross) 

15 323.1 16 474.0 2H01 .5 28 467.7 30 725.8 30 899.6 57 275.7 8) Non-tax revenue 
·27 915.4 ·14 991 .3 ·21 760.0 -42151.3 -43374.4 -51 737.7 -51 021.9 9) Leu: SACU payments 

- -2 914.4 - - - - - 10) Other adfustment 

586 113.1 672 751 .5 745 291 .3 800 142.2 887 366.2 965 456.9 1076236.4 TOTAL MAIN BUDGET REVENUE 

586 076.8 672 718.0 745176.5 800 047.9 887 329.2 965 379.5 1 076115.3 Current revenue 
367 669.0 389 440.5 437 854.7 469 787.4 521 449.0 577 477.5 624 157.7 Direct laxes 
231042.1 284 726.0 304 787.6 344 021.2 378 584.8 408 832.1 445 825.7 Indirect taxes 

-1;.7 16.7 7.4 17.2 ·19.1 ·14 .6 -0.8 State miscelaoeous revenue 
15 286.8 16 438.5 24 286.8 28 373.4 30 688.8 30 822.1 57154.6 11) Noo-tax rBYenue (exciJdilg sales of capital assern) 

·27 915.4 ·17 905.7 -21 760.0 -42151.3 -43 374.4 .Ql 737.7 -1;1 021.9 Less: SACU payments 
36.3 35.4 114.7 90 37.0 77.4 121.1 Sales of capital aseell 

6 42a6 3013.9 5 209 2 12 302.8 ff 709 3 12 647.0 14 377 5 12) National Ravenve Fund mcsipls 

6) Includes miscellllll60us rusloms and excise receipts, O«Jinery /evy (up to 2004/05) and diamond exporl dutiss. 
7) Includes re"'nue received by SARS thal could ool be allot81ed lo e speciflC re"'nue lype. 
8) Includes 5'1/es ol goods end setVices, fines, penalties and /orfeffs, intllfllsl. divldands and rsri on land (1nc/ud1ng mineral and pstm/eum mya"i•s and m1rnng leaSJJs and owneiship), sales af CBpllal assets 

as well a.s tnms8Clions in financial assets and liabllities. 
9) Paymeris In tams of SACU agreel11fint~ 
10) Payment to SACU perfne<S in respect ol a previous anor in calculation of the 1969 agrsement. 
11) Excludes sales of capital assets. 
12) Previously dassified as extraordinary rBYBnue, includes sales of strategic fuel stocks, proceeds from sales of state assets and ""'1ain other 19C6ipts ars, by law. paid 

into the National ReY6tlue Fund. 
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Table 2 
Main budget: astimates of national 11venue 
Summarv ol 11vtnut IJ 

RmlUlon 

Taxes on Income and profits 
Personal i1com e tax 
Corporate ncome tax 
Second81'/ tax on companies/dividends tax and interest wihhoililg tax 
Tax on ret.rement funds 
Other 

T exes on payroll and worl<forct 
Skis development levy 

Taxea on property 
Donati>ns tax 
Estate duty 
Securities transfer tax 
Transfer duties 

Domestic taxas on goods and ser1lcas 
Value-added tax 
Specifl: excise duties 
Health prom otlon levy 
Ad valorem excise duties 
Fuel levies 
Ar depart ... tax 
Electrt:ity levy 
Other 

TaxH on lnttmatlonal lnde and transactions 
Customs duties 
Health promoti>n levy on mports 
Im port surcharges 
Other 

Stamp duties and feet 

State mlscallaneous 11vanu1 

TOTAi. TAX REVENUE (gross) 

Non-tu revenue 
Less: SACU payments 

Other adjustment 

TOTAi. MAIN BUDGET REVENUE 

Current revenue 
Dr.ct taxes 
lndiect taxes 
Stale mlscelaneoos revenue 
Non-tax revenue (excludng sales of caplal assets) 
Less: SACU payments 

Sales of capital assets 

NatiOllBI Revanue Fund receipts 

2016117 

664 526.4 
424 545.2 
204 431 .8 
31 575.7 

-
1) 3 973.8 

15 314.8 
2) 15 314.8 

15 661 .2 
280.3 

t 619.5 
3) 5 553.2 

8 208.3 

402 463.9 
4) 289166.7 

35nJ.8 
-

3 396.2 
62 778.8 
1003.9 
8 457.7 

5) 1886.8 

46 102.5 
45 579.1 

-
-

6) 523.4 

.0.1 

7) 12.2 

1144 081 .0 

8) 33 271.8 
9) .39 448.3 
10) -

1137904.4 

1137 755.2 
681 741 .0 
462 327.8 

12.2 
11) 33 122.6 

-39 448.3 
149.2 

12) 14 240.7 

ANNEX " A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2017/18 2018/19 2019120 2020/21 

% change Budget estimates 
Actual Reviled on actual Before Afltr 

collections estimates 2018/19 tax proposals 

711 703.0 738 740.6 ne 280.1 5.4% 815 588.2 813 588.2 
460 952.8 492 082.9 527 584.2 7.2% 548 m .5 546 m .5 
217412.0 212 046.1 216 718.1 2.2% 230 225.6 230 225.6 
28 559.6 30 523.1 29 741.7 -2.6% 31 807.8 31 807.8 

- - - - - -
4 778.6 4 088.6 4 236.0 3.6% 4 783.3 4 783 3 

16 012.4 17 439.0 18 576.3 6.5% 19 412.9 19 412.9 
16 Ot2 4 17 439.0 18 576.3 6.5% 19 412.9 19 4t 2 9 

16 584.6 15 251.8 16 037.8 5.2% 17 509.8 17 509.8 
732.1 604.4 563.3 -6.8% 702.7 702 7 

2 292 0 1069.3 2 071.1 0.1% 2 320.5 2 320 5 
5 837.5 5 334.8 6163.0 15.5% 6 865.9 6 865 9 
7 723 0 7 143.1 7 240.4 -0.0% 7 620.7 7 620 7 

422 248.3 460 544.6 488 710.6 6.1% 512 266.8 514 266.8 
197 997.6 324 766.0 344 201 .9 6.0% 360 554.6 360 554.6 
37 355.9 40 829.7 46 764.6 14.5% 48 836.1 48 836.1 

- 3 195.1 2 590.0 -18.9% 2 860.4 2 860 4 
3 780.9 4 t91.9 4112.5 -1 .9% 4 328.5 4 328 5 

70 948.6 75 372.2 79 277.5 5.2% 83 441.2 83 441 .2 
10860 1 082.9 1 030.9 -4.8% 1150.5 1150 5 
8 501 0 8 404.0 8 025.0 -4.5% 811)0 3 8 100 3 
2 578.3 2 702.9 2 708.3 0.2% 2 995.3 4 995 3 

49 939.4 55 722.9 57 329.7 2.9% 60 639.a 60 639.8 
49 151.7 54 968.1 56 325.2 2.5% 59 500.2 59 500 2 

- 53.1 54.3 2.4% 74.6 74 6 
- - - - - -

7877 701 .8 950.2 35.4% 1 065.0 10650 

.0.3 0.0 0.1 46.7% 0.1 0.1 

·23.5 -8.7 - - - -

1 216 463.9 1 287 690.2 1 358 934.6 5.5% 1425 417 .6 1 425 417.6 

35 849.3 35 868.7 36 142.0 0.8% 35 973.2 35 973.2 
.55 950.9 -48 288.6 -50 280.3 4.1% -63 395.2 -63 395.2 

- - - - - -

1196 382.3 1 275 270.3 1 344 796.3 5.5% 1 397 995.6 1 397 995.6 

1196 164.8 1 275158.4 1 344682.7 5.5% 1 397 866.3 1 397 866.3 
730 739 5 758 853.4 799 490.8 5.4% 838 024.3 836 024.3 
485 747.9 528 845.5 559 443.8 5.8% 587 393.3 589 393.3 

·23.5 -a.7 - - - -
35 651 8 35 756.8 36 028.4 0.8% 35 843.9 35 843 9 
.55 950.9 -48 288.6 -50 280.3 4.1% -63 395.2 -63 395 2 

197.5 111.9 113.6 1.5% 129.3 129.3 

16 600.3 11 999.4 10020 1 -16.5% 6 005.0 6 005.0 

1) lnclud6.s intfllllst on OVfJlfJue income lox at>d smBll business tar omnesty (in 200&'07, 2007/0IJ and 2008109). 
2) Le\I)' on poyrol/ dodicBfed to skills deve/opm6nt. 
3) The secunties tT811Sfe< tax rep/seed the vncerlif/CBled securities /a1 from f July 2008. 
4) The VBll»8dded /a1 (VAT) mp/aced the geneml sales tax In Sap/ember 1991. 
5) lnclud6.s plastic bag levy (from 200-WS), UriV91S8/ SBIVice Fund (from 1999IOO). levies on financiBI seMoes (up to 2004/05). CO, motor vehicle emissions (from 201CV1 1), incandeSCOOI Ught bulb levy (from 200!1ff0), 

turrJO\lfJr lax for micro businesses (from 2009110), tyre /e\I)' and /nlemtiona/ Oil Pollution Compensation Fund (from 201&'17). Mining lellSBs and owneoop h8v!J been reclassified as noo-lax revenue. 
The historical years from 2000/01 have been ed)us/ed for compaultlve purposes. 

Soutte: National TreaslJf'f 
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ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 2 
Main budget: estimates of national revenue 
Sumrnarv of revenue 1) 

2020/21 2021122 2022123 

% change %of % change .,., change 

on 111VIHd total budget after tax proposals on 
201 9120 revenue Estlma1u 2020/21 Estimates 2021122 

R rnDlon 

4.5% 58.2% 863 888.2 6.2% 921 375.1 6.7% Taxes on Income and profrt1 
3.6% 39.1% 581145.9 6.3% 621 602.2 7.0% Peraonal ilalme tax 
6.2% 16.5% 243 685.7 5.8% 258 356.8 6.0% Corporale income tax 
6.9% 2.3% 33 769.1 6.2% 35 802.2 60% Secondaiy lax on companies/dN~ends lax and iitemsl wihholdiig lax 

- - - - - - Tax on retioo\enl funds 
12.9% 0.3% 5 287.5 10.5% 5 614.0 62% 1) Other 

4.5% 1.4% 20 585.0 6.0% 21 969.8 6.7% TuH on payroll and workfon:e 
4.5% 1.•% 20 585.0 6.0% 21 969.8 67% 2) Skis development levy 

9.2% 1.3% 18 955.8 8.3% 20 164.8 6.4% TuH on property 
24.7% 0.1% 778.3 10.8% 827.9 6 4% Donali>M lax 
12.0% 0.2% 2 546 0 9.7% 2 708.4 64% Estate duty 
11 .4% 0.5% 7 546.4 9.9'll 8027.7 64% 3) Sectrlies transfer tax 
5.3% 0.5% 8 085.1 6.1% 8 600.7 6.4% Transfer duties 

5.2% 36.8% 543 916.1 5.8% 576 525.0 6.0% Domestic IOXH on good• and HIVlcH 

4.8% 25.8% 381 858.9 5.9% 405 598.3 62% 4) Velue-added tax 
4.4% 3.5% 51 097.3 4.6% 53 440.7 4.6% Specifc excise duties 

10.4% 0.2% 3109.7 8.7% 3 308.3 64% Health promotion levy 
5.3% 0.3% 4 592.2 6.1% 4 885.1 64% Ad val-Orem excise dulies 
5.3% 6.0% 88 525 8 61% 94 172.0 6 4% Fool levies 

11 .6% 0.1% 1 247.1 8.4% 1 304.3 46% Ar depanum tax 
0.9% 0.6% 8 213.2 14% 8 352.4 17% Electt\:ity levy 

84.4% 0.4% 5 271 .9 5.5% 5 463 9 36% 5) Other 

5.8% 4.3% 64 648.8 6.9% 69 621 .8 7.4% Taxes on international trade and transactions 
5.6% 4.3% 63 606.6 6.9% 68 347.0 75% Customs dulies 

37.4% 0.0% 90.1 20.7% 96.8 75% Heath promotion levy on mpOfts 
- - - - - - Import sun:harges 

12.1% 0.1% 1152.1 8.2% 1178.0 22% 6) Other 

- 0.0% 0.1 1.4% 0.1 1.7% Stamp duties and feta 

- - - - - - 7) State mi&celaneous revenue 

4.9% 102.0% 1 512 193.8 6.1% 1609656.6 6.4% TOTAL TAX REVENUE (gross) 

--0.5% 2.6% 32 663.3 ·9.2% 34 586.3 5.9% BJ Non~x revenue 
26.1% 4 .5% ~o 563.o 4 .5% ~3 365.7 4.6% 9) Leas: SACU payments 

- - - - - - 10) Other adjustment 

4.0% 100.0% 1 484 294.1 6.2% 1 580 877.1 6.5% TOTAL MAIN BUDGET REVENUE 

4.0% 100.0% 1 484161.7 6.2% 1 580 742.5 6.5% Current rennue 
4.6% 59.8% 887 797.5 6.2% 946 881 .3 6.7% Disct taxes 
5.4% 42.2% 624 396.4 5.9% 662n5.3 61% lndlea taxes 

- - - - - - State misoeflaneous revenue 
-0.5% 2.6% 32 530.9 ·9.2% 34 451 .6 5.9% 11) Non-tax revenue (excludllg sales of capital assets) 
26.1% -4.5% .6() 563.0 4 .5% -63365.7 46% Less: SACU payments 
13.8% 0.0% 132.4 2.4% 134.7 1.7% Sales of capital assets 

40.1% 0.4% 4 762.0 -20.7" 5 306.0 11.4% 12) Nalional Revenue Fund IBCOipls 

6} lncludas mi9Cellaneous cusfoms and excise mceipls, on!inary levy (up to 2004/05) and diamond eiport duUu 
7) /nc/udos llMl<lUO receiv9d by SARS Iha/ could not be allocBted to a specific ravenue type. 
8) /nclud6s sales of goods and seivices. fines, p811811ies end fotfe~s, inletesl, dividends and rent on land ~ncluding mineral and petroleum royafties and mining re-sand ownelShip), sales of capital assets 

as weU as tranSBdions in financial assels and liabi/ffies. 
g) Payments In terms of SACU 8!)188ments. 
10) Payment to SACU parlners in mspecl of a previous 6(/D{ in ca/C11'8fion of the 1!169 agroomoot. 
11) Excludes sales of capital assets. 
12) Previously classified as extraon!inary revenue, includes sales of strategic fuel stocks, proceeds from sates of stele &Ssels and certain olher mceipts am, by law, paid 

inlo the National Revenue Fund. 
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Table 3 
Main budglt estlmllles of national revenue 
Detalltd claHlflcaUon of revenue 

R thousands 

Tues on Income and profits 
Personal income tax 
Tax on corporale income 

Corpora:e income lax 
Secondaty lax on compMies/dividends lax 
lnlerest ..;thtolding tax 

Other 
ln8rest on overdue income tax 
Small business tax amnesty 

Tues on payroll and -rce 
Skills development levy 

Tues on property 
Estate, inheritance end gift taxes 

Donalons tax 
Esla19 duty 

Taxes on fin'11tial and capital l"ansa::tions 
Securities ~ansfer tax 
Transfer duties 

OomHUc tun on goods and se<Vlces 
Value-added tax 

Domestic VAT 
lmpon VAT 
Rel.Jnds 

Specffic excise duties 
Beer 
Sorg hum beer end sorghum ftour 
\\lne end other fermenled beverages 
Spirits 
Cigareli>s end cignlll k>ba::co 
Pipe k>ba::co end cig "" 
Peroleum products 
Revenue from neighbouring countries 

Healtl promotion levy 
Ad valorem excise duties 
Fuel levy 
Taxes on use of goods or permission kl use goods 
or t:> perbrm a:tivities 

Air dep!rtlre tax 
Plastic bag levy 
Eklclricity levy 
lnc'11descenl lighl bulb levy 
CO, tax -mok>r veh~le emissions 

Tyre levy 
lnemalional Oil Pollution Compensalon Fund 
Ccvbon tax 

Turnover tax br micro businesses 
01\er 

Universal Service Fund 

Tues on lnlernatlonal trade and tr1nuc1Jons 
Import duties 

Cunims duties 
Heallh promotion levy on impons 

01\er 
Miscellaieous customs Cfld excise receipts 
CXemond expon levy 

Other tun 
Sllrnp dufes om fees 

State ml1cellaneou1 revenue 

TOT ALT AX REVENUE {grou) 

Ltaa: SACU payrnanll 
Payments in lerms of Cusk>ms Union agreements 

(sec. 51{2) of Acl 91 of 1964) 

TOTAL TAX REVENUE (net of SACU payrnenls) 

1) 

2) 
3) 

4) 

5) 

I) The securffies frsnsler tax rsp/aced file uncertificated securities lax from 1 Jliy 2008. 
2) Specific excise d/Jies on petrol, distinete fuel, rasidual fuel and base oil. 

190 Source: National TIOOSuty 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

201 6117 2017118 2018119 

Actual Before Alter Revised Actual 
col lections tax proposals tupropoula elll mate collection 

664 526 446 711703 019 765 831 359 m 991359 751 845 673 738 740 597 
424 545 241 460 952 841 498 334 638 505 844 638 497 451 304 492 082 004 

2()4 431 763 217 412046 231 568 699 231 218 699 218 435 812 212 046 052 
31 129 892 27 894 315 30 828 968 30 828 968 ll 340 674 29 898 035 

445 no 665 250 640 '!JJ7 640 367 668192 625 055 

3 974 356 4n6801 4 413 842 4 413842 4 949 2'!b 4 088 202 
-575 1 766 44 844 44 844 455 349 

15 314 761 16 012 406 16 929 383 16 929 383 17 312 161 17 438 989 
15 314 761 16 012 400 16 929 383 16 929 383 17 312161 17 438 989 

15 661 246 16 584 607 17160 665 17 310 665 16 034 765 15 251 778 

280 264 732 086 415821 415 821 539 007 604 447 
1619492 2 292 015 2 573 465 2 723 485 1 895 831 2 009 332 

5 5SJ 233 5837511 5 824 644 5 824 644 6 000 271 5 334 752 
8 208 257 77ll.998 8 346 714 8 346 714 7 539 656 7 243 247 

402 463 950 422 246 282 457 283 221 484 825 979 460 287 253 460 544 575 

321 475 499 336 279 470 363 016 755 378 635 762 379887172 378 732 651 
149 265 464 152 788 760 162191 630 169 472 624 174 Oll 292 175184 585 

-181 574 261 -191070 644 -199998n7 -199 998 727 -ll.8 000 000 -ll.9151259 

11 713340 131n998 13 906 413 14576413 13 450 010 13 781 537 
41 26 3918 4 356 4 356 4 475 41ll 

3 163 411 3 771 583 3 976 375 4 086 375 4 218 846 4 452 996 
5 853 935 6 442 619 6 828 143 7 038 143 7 466 953 7 759 815 

12 120 468 110674ll. 11505298 11915 298 11974081 12 090 765 
518 718 429 271 464 930 494 930 4234n 412 910 
871 084 829 700 872 433 872 433 858 724 838 362 

1 528 745 1638m 1 664 245 1 664 245 1879862 1 489 176 

- - - 1 664 758 2 395 758 3195110 
3 396 164 3 780 887 4 059 786 4 187 786 4 162 666 4 191 871 

62 n8834 70 948 576 76 288 550 n 508 550 75 373 567 75 372 226 

1003004 1086040 1154 290 1154 290 1 102 354 1082862 
231875 241 295 253 419 363 419 310 362 :n1395 

8 457 668 8 500 970 8 621 086 8 621 086 8 434 478 8 403 962 
70 206 55 359 60 585 00 585 40740 40 719 

1 208 521 1 336 818 1435207 1575207 1236029 1 390472 
n242 715 997 601 302 601 302 751 804 7YJ 204 

803 3 019 3063 3 063 5939 5 481 
- - - - - -

23 339 33 50<I 44 844 44 844 17980 12938 

274 842 192 357 ll.9 236 ll.9236 261 682 ll.2666 

46102497 49 939 408 52 902 830 54 050 073 56 721 805 55 722 906 

45 579 083 49 151 743 51698819 52 600 819 55 638 279 54 968 076 
- 245 242 78 242 53052 

405 915 700 800 1 1ro3n 11003n 918 427 623 781 
117 500 86856 100 634 100 634 86 856 ngg1 

-125 -337 -443 443 -339 46 
-125 .;JJ7 -443 -443 -339 48 

12 212 -23 511 -1142 473 -1142 473 - -8 651 

1144 080 987 1 216463 874 1 308 964 542 1344964 542 1 302 201 318 1287690 241 

-39 446 348 .55 950 873 -48 288 636 -48 288 636 -48 288 636 -48 288 636 

.39 448 346 -55 950 873 -48 288 636 -48 288 636 -48 288 636 -48 288 636 

1 104 632 639 1160 51 3 001 1260675 905 1296 675 905 1 253 912 682 123940f 605 
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2019120 

Budgetes11ma!es 
Befort A!Wr RtvlNd 

tupropouls estimete 

806 541 612 820 341 612 m280105 
539 076 912 552 876 912 527 584 216 

229 600 192 229 600 192 216 718 097 
31B9'2515 31B9'2515 29144 409 

7rr;_ ll8 7rr;_ ll8 597 334 

5 261140 5 261140 4 235 900 
485 485 149 

18 758 510 18 758 510 18 576 305 
18 758 510 18 758 510 18 576 llS 

17158 872 17158 872 16037771 

576 793 576 793 563 283 
202ll 737 2028 737 2071076 

6435122 6485122 6162900 
8068 219 8 068 219 7 240 421 

503 4-48 985 504 648 985 488 710 648 

.00966 584 .00 210 232 399 432 700 
187 765 494 187 421 846 182 666 047 

-233100 795 ·233100 795 .237 896 832 

14 582 852 14 969 269 15 420 222 
4 337 • 337 4 224 

4 175 241 4 210 880 4 452100 
7132 148 7 310 092 8 927 713 

12 251 926 12 627 469 14 400 843 
475 214 499 671 475 382 
918 599 918 599 870 038 

1813 615 1813615 2 200 036 
1983007 1983007 2 590 033 
4 454 487 4 454 487 4112466 

81657583 82 957 583 79 277 491 

1159 215 1159 215 1~853 

326 371 326 371 325 983 
8 562 485 8 562 485 802500'.l 

41 359 41359 32 529 
1 254 788 1 254 788 1 :nl225 

790 583 790 583 817 542 
6 030 6030 3 170 

- - -
19149 19149 19 267 

265 654 265 654 209 604 

61300363 61300 363 57 329 668 

60 029 486 60 029 486 56 325 200 
245 242 245 242 54n 

932 366 932 366 859741 
93 269 93 269 90412 

.344 .J44 71 

.344 -344 71 

- - -

140721!7 998 1422 207 998 1358934~ 

.50 280 313 .50 280 313 .50 280 313 

-50 200 313 .50 200 313 .5Q 200 313 

1356927 685 1 371 927 685 1308654 254 

% change on 
2018119 
actual 

5.4% 
7.2% 

2.2% 
-2.5% 
~ 4% 

3.6% 
-57.3'11 

6.5% 
6.S'll 

5.2% 

.S.8% 
0.1% 

15.5% 
-0.0% 

6.1% 

5.S'll 
4.3'11 
3.8% 

11.9% 
2.3'11 

-0.0% 
15.1% 
19.2% 
15.1% 
3.8% 

48.3% 
·18.9% 
-1.9% 
5.2% 

4 .8% 
8.S'll 
4 .S'll 

·20.1% 
.S.S'll 
12.0% 

42.2% 
-

48.9% 

-59% 

2.9% 

2.5% 
2.4% 

37.B'll 
15.9% 

46.7% 
46.?'ll 

·100.0'I. 

5.5% 

4.111 

4.1% 

5.6'. 

3) E>Cise dlJres that""' collected by Bois...,,., Lesotho, Namibia arr! SWatr11 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republ ic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 3 
Main budget: estimates of national revenue 
Detailed elaeslfleatlon or revenue 

2020/21 

a.tor. A!Wr 
tu proposal• 

R thousands 

815 588 183 813 588 183 Tun on income and profits 
548771494 546 771 494 Personal income tax 

Tax on corpora~ income 
230 225 625 230 225 625 Corporale income lax 
31169 009 31169 089 Secondary lax on comparnes/divodends lax 

638 701 638 701 lnleresl v.ilhholdllg lax 
Olher 

4 783 092 4 783 092 lnErast on overdue income laX 

182 182 Smal business lax amnesly 

19(12 896 19 412 896 TllXH on p1yroll and v.or1dorc1 
19412896 19 412896 Sk~ls development levy 

17 509 810 17509 810 Tun on property 
Esta1e. inheriiance aid gi11 laxes 

702 682 702 682 Donations lax 
2 320 507 2 320 507 Esla'eduly 

Taxes on lnancial aid capilal lr.rlsoctions 
6 865 932 6 865 932 I) Securities r<11sler lax 
7 620 689 7 620 689 Transfer duties 

512266 829 514 266 829 Domestic wes on goods and seNfces 
Value-aided laX 

421650757 421650757 Domestic VAT 
192 962 798 192 962 798 Import VAT 

.254 058 947 .254 058 947 Refunds 
Specific excise duies 

16484 CXXl 16 484 CXXl Beer 
4 939 4 939 Sorg ll11 beer and sorghum l\our 

5 326 196 5 326196 Wine aM oh3r termenled beverages 
9 281460 9 281 460 Splri1S 

14 461679 14 461 679 Cigamll!s aid cigamoo klbacco 
493 879 493 879 Pipe klbocco "1d cigars 

1002759 1002759 2) Pe\roleum products 
1781193 1 781193 3) Revenue from neighbouring counfies 
2 860 369 2 860 369 Health promolon levy 
4 328 453 4 328 453 Ad va/MNn excise duties 

83 441153 83441153 Fuel levy 
Taxes on use of goods or permission t:i use goods 
or lo pertum activries 

1150 545 1150 545 Air de pan.a tax 
360 782 610 782 Plastic bag levy 

8 100 339 8 100 339 Eleclicily levy 
374n 37 477 lncaidescenl lighl bulb levy 

1394995 1394995 c~ lax . mobr vehicle emissions 
951 353 951 353 Tyre levy 

3 548 3548 lnlemabonal Oil Pollution Compensaion Fund 
- 175000'.l Cabon lax 

26263 26263 Tumover tax br micro businesses 
Olher 

220 839 220 839 Univemi Service Fund 

6-0 639 807 6-0 639 807 Tm• on in1ematlonal 1rade and tranllCtions 
mport duties 

59 500 218 59 500 218 Cusklms dules 
74 619 74 619 Heall> promolon levy on imports 

Other 
963 645 963 645 Miscella-.eous cusbms and excise receipts 
101324 101324 Diamond export levy 

71 71 Othertues 

71 71 Slanp duties aid lees 

- - 4) State mlscell1neous revenue 

1425417 596 1 425417 596 TOT~ TAX REVENUE (gross) 

~3 395 241 ~3 395 241 5) Less: SACU payment. 
Paymenls in lerms of Customs lklion agreements 

-63 395 241 -63 395 241 (sec. 51(2) of Acl 91 011964) 

1 362 022 355 1 362 022 355 TOT~ TAX REVENUE (net of SACU payment.) 
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5) Payments in terms of SACU agreements. 191 
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2020 BUDGET REVIEW 

Table 3 
Main budget estimates of national revenue 
Detailed classification of revenue 

R1housands 
TOTAL TAX REVENUE (net of SACU payments) 

Sales of goods and services o1her 1han capl1al assets 
Saes of goods l¥1d services produced by depanmenls 

Sales by markel establishmenls 
Administrative ~es 
Olhersales 

Saes of scrap, was I!, arms l¥1d olher used current goods 

T ranaf ... received 

Fines, penalties and forfeits 

ln1erest, dividends and rent on land 
ileresl 

Cash and cash equivalenls 
Dividends 

,Ajrpol1s Company Soulh Africa 
Soul! African Specia Risks lnstralCe Associalon 
Vodacom 
lnduslia Development Corporation 
Reserve Bank (National Treasury) 
Telkom 
Olher 

Rent on land 
Mineral and petroleum royalties 
Mining leases aid ownership 
Royallies, prospecting fees and surface renti 
Land rent 

Sales of capl1al assets 

Financial transactions In assets and ll1bllltits 

TOT AL NON-TAX REVENUE 

TOT AL MAIN BUDGET REVENUE 

Nattonal Re...,,uo Fund receipt. 
RevalUBtion profffs oo fOl!Jign cunoncy transac1ions 
Premiums oo loan transactions 
Premiums oo debt pottfolio restructuring (swilches} 
Uquidation of South African Special Rjsks /nsUfallC& Association /11Vestmon1 
other 

6) New ""'" introduced on the standal!i chaJt of accoun1s from 2008/09. 

6) 

7) 
8) 
9) 

10) 

11) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016117 2017/18 2018/19 

Actual Before After Revised Actual 
collections tax proposals tax propoaals estimate co llection 

1104 632 639 1160 513 001 1260675 905 1296675 905 1253912 682 1 239 401 605 

2 546176 2 588 718 2 298 747 2 298 747 2 381 546 2 320 696 

56 205 55913 69 234 69 234 63 'l'J7 59164 
1342255 1 438136 1368370 1368370 1 352 668 1344910 
1 096 748 1082556 850 725 850 725 954 741 902116 

48968 12113 10 418 10418 10 840 14 500 

495 915 330 504 571161 571161 599 722 386 234 

666 963 466 043 610 725 610 725 1181 SSS 1 751 945 

11188 619 12 725 550 12ne110 12 778 no 13 365 538 16 845 028 

3981450 3 484 812 3 400 316 3 400 316 3 5751 14 6 833 549 

255 671 266 854 281 434 281 434 280 000 109 989 
151200 242 979 100 261 160 261 160 261 00000 

- - - - 32 32 
20000 50000 20000 20000 50000 50000 

- - - - - -
830 813 846 603 600 000 600 000 400 645 722 859 

1218 - 1 000 1 000 46 -

5 801 670 7 617 251 7 985 995 7 985 995 8 339 627 8 611781 
111696 179m 193 005 193 005 44-0537 413 477 
23 616 23 387 26 956 26 956 24 063 19 000 
11285 13 887 18 903 18 003 5 213 4 342 

149 200 197 491 13() 682 13() 682 119 638 111917 

18 224 915 19 540 965 808012ii 8 080 126 13 845 401 14 452 907 

33 271 788 35 849 271 24.470 211 24470 211 31 '73400 35 868 727 

1137 904 427 1196 362 272 1 285 146117 1 321146117 1 285 386 082 1 275 270 332 

14 U() 651 16 600 255 6185000 6185 000 11685 236 11999 374 
10 710 44/) 13 115 597 6185 ()()() 6185 ()()() 10 238138 10 390835 
2 594 049 1132 995 - - 1()()()000 1161388 

- - - - 444 598 -
- - - - - -

936 162 2 351 663 - - 2 500 447151 

T) Mineral royalties imposed on /he transfer of mineral resOU/C6S in terms of 1he Mineral and Pelroleum Resoun;es Roya"y Act (2008), v.ltich came in1o opera/ion on 1 Mey = · 
8) Mining leeses and ownership have been reclassified as non.Jax revenue. 
9) Royalties, prospecting fees and surface rental collected by the Deparlmen1 o1 Mineral resources. 

10) Includes recoveries of loons and advances. 
11) Includes National Revenue Food receijis pteviously accoullted for separately. 

Soun:e: National Treas/Jl'f 
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2019/20 

Budget estimatH 
Belorw After Revised 

tu proposal• es11mate 

13.16927 685 1 371927 685 1308654 254 

2ln405 2ln405 2 397101 

n146 n146 63678 
1 411371 1411371 1 399 532 

882 933 882 933 923 544 
10 955 10955 10 347 

602 202 602 202 660 345 

788 825 788 825 71 1989 

13 911 644 13 911 644 19 675 226 

3771836 3 771 B36 6 789 432 

'NI 194 'NI 194 100 000 
171 305 171305 171305 

32 32 -
50000 50000 50000 

- - -
600 000 600 000 600 000 

1046 1046 3 500 

8 766 175 8 766175 11 951926 
217 547 217 547 -20 244 

24 677 24 677 24 677 
11832 11832 4 629 

129 597 129 597 113 599 

13 727 018 13 727 018 12 583 757 

31 536 691 31536691 36142 017 

1388464 376 1403464 376 1344796270 

4 488 ()()() 4488000 10 020 079 
4 488 000 4 488 000 7156 956 

- - 2 483 353 
- - 378 078 
- - -
- - 1692 

% change on 
2018119 
actual 

5.6% 

3.3'~ 

7.6% 
4.1% 
2.4% 

-2ll.7% 

71.0% 

·59.4Vo 

16.8% 

-0.6% 

-9.1% 
114 1% 

-1 00.0% 
-
-

-17 0% 
-

38.8% 
-104.9% 

299% 
6.6% 

1.5% 

-12.9% 

0.8'4 

5.5% 

-16.5% 
-311% 
113.8% 

-
-

-99.6% 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 3 
Maln budget: estJmates of national revenue 
Detail ed classlftcation of revenue 

2020/21 

Btloro Alter 
tax proposals 

669 

R thousands 
1362022 355 1 362 022 355 TOTAL TAX REVENUE (net of SACU payments) 

2415121 2415121 Sales of goods and s1KVlces othOf than capital assatl 
Sales of goods and services produced by departrnenL<l 

71051 71 051 6) Sales by ma1<el eslabishmen~ 
10 

1473 117 1473117 Ad'1llrisl'alve lees 
860 ';!)7 860';!)7 Otler sales 
10746 10746 Sales of scrap, wasll , ams and olher used currenl goods 

667 716 667 716 Transfers recelvtd 

874175 874 175 Fines, penalties and forfeits 

19 884 602 19 884 602 Interest, dividends 1nd ront on land 
Interest 

6 065 515 6 065 515 Gash and cash eqlivalenL<l 
Dividends 20 

90000 90 000 Airpons Company Soul\ Alica 
187 901 187 901 Soull African Special Risks lnsuraice Association 

32 32 Vodacom 
50000 50000 lnduslrial Developmenl Corporalon 

- - Reserve Bank (Naliomi Treasury) 
664 446 664 446 Te lkom 

1 200 1200 Oller 
Rent on land 

12 696 862 12 696 862 7) Mineral and pelroleum royafies 
90200 90 200 8) Mining leases and O>>n•ir•hip 
26034 26034 9) Royalies, prospecing lees and surfa'.:e renlaf 

30 
12412 12 412 l.a'ld renl 

129 305 129 305 Sales of capital aasets 

12 002 286 12 002 266 10) Financial tran1actlon1 In asset3 and llabllldeo 

l5 973 205 35 973 205 11) TOT AL NON·T AX REVENUE 

1397995 560 1397995 560 TOTAL MAIN BUDGET REVENUE 

6 005 ()()() 6 005 ODO National Rtvenuo Fund rteeipf3 
6 005 000 6 005 000 RevalusUon proftts on foreign currency transectioos 

- - Premiums oo I08n /ransactlOrJS 
- - Premiums on debt porlfolio restructunng (soitchos) 40 
- - LiquidBlion of Sc<Ah African Special Risxs /nsonnce Association investmenl 
- - Other 
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2020 BUDGET REVIEW 

Table 4 
Main budget: expenditure defrayed from the 
National Revenue Fund by vote 

R million 

1 The Presidency 
2 Parliament 
3 Cooperative Governance 

of which: local government equffable share 
4 Government Communication and Information System 
5 Home Affairs 
6 International Relations and Cooperation 
7 National School of Government 
8 National Treasury 
9 Planning , Monitoring and Evaluation 
1 O Public Enterprises 
11 Public Service and Ad ministration 
12 Public Service Commission 
13 Public Wor1<s and hfraslructure 
14 Statistics Sou1h Africa 
15 Traditional Affairs 
16 Basic Education 
17 Higher Education and Training 
18 Health 
19 Social Development 
20 Women, Youth and Persons with Disabilities 
21 Civilian Secretarial for the Police Service 
22 Correctional Services 
23 Defence 
24 Independent Police Investigative Directorate 
25 Justice and Constitutional Development 
26 Military Veterans 
27 Office of the Chief Justice 
28 Police 
29 Ag riculture, Land Reform and Rural Development 
30 Communications and Digital Technologies 
31 Employment and Labour 
32 Environmenl Forestry and Fisheries 
33 Human Setllemenls 
34 Mineral Resources and Energy 
35 Science and Innovation 
36 Smail Business Development 
37 Spor1s , Ar1s and Culture 
38 Tourism 
39 Trade , hdustry and Competition 
40 Transport 
Total appropriation by vote 
Plus : 
Direct charges against the National Revenue Fund 
President and deputy president salaries [The Presidency) 
Members' remuneration (Partiament) 
Debt-service cos ls (National Treasury) 
Prov incial equitable share (National Treasury) 
General fue l levy sharing with metropolitan municipalities (National Treasury) 
National Revenue Fund paymenls (National Treasury) 

of which: 
Defrayal of the Gold and Foreign Exchange Contingency Reserve Account losses 
Revaluliion losses on foreign currency transactions 
Premiums on loan transactions 
Other 

Aud itor-General of South Africa (National Treasury) 
Skills levy and sector education and training authorities (Higher Edt.<:ation and Training) 
Mag istrates' salaries (Justice and Constitutional Development) 
Judges' salaries (Office of the Chief Justice and Judicial Administration) 
International Oil Pollution Compensation Fund (Transport) 
Total direct charges against the National Revenue Fund 
Provisional allocation nol assigned kl votes 
Infrastructure fund not assigned kl voles 
Provisional allocation lor Eskom restructuring 
Compensation of employees adjuslment 
Total 
Contingency reserve 
National government projected underspend ing 
Local government repayment to the National Revenue Fund 

Main budget expenditure 

1) Includes provincial equffable share and conddtonal grants allocated to provinces. 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016117 2017118 

Expenditure of which Expenditure of wh ich 
on budget transfers transfers on budget transfers 

vote to to local vote to 
outcome provinces 1) govemmont 2) outcome provlncos 1) 

478.1 - - 485.2 -
1 738.9 - - 1 71 1.9 -

69 718.2 - 66 178.5 76 209.5 82.3 
- - &:! 709.0 - -

585.1 - - 619.3 -
8143.5 - - 8 401 .7 -
6 844.9 - - 5 996.9 -

87.7 - - 153.7 -
28 120.7 - 1 454.4 39 595.8 -

367.4 - - 425.6 -
253.8 - - 250.4 -
463.0 - - 454.9 -
229.1 - - 247.4 -

6403.4 761.7 664.0 6 942.3 781.2 
2461 .2 - - 2 195.5 -

130.7 - - 139.6 -
21476.1 16 579. 6 - 22 932.0 17 570.1 
49 098.0 - - 52 256.8 -
38 496.2 33 981.0 - 42 424. 7 37 570.2 

147 325.0 85.5 - 159 379.0 524.4 
623.5 - - 659.8 -
99.4 - - 118.3 -

21 542.2 - - 22 757.3 -
46 599.5 - - 48355.1 -

241 .7 - - 255.3 -
16 039.0 - - 16 607.2 -

504.6 - - 601.5 -
855.6 - - 997.5 -

80 874.2 - - 86 480.4 -
15 357.2 2 202.5 - 15175.8 2 241. 7 
2 821 .2 - - 5 684.1 -
2 761 .6 - - 2 844.0 -
7 581 .6 - - 7 906.3 -

30 587.2 18 284.0 10 839.5 33 370.5 19 969.3 
9 173.9 - 2 131.9 9 721.3 -
7 423.2 - - 7 528.6 -
1197.0 - - 1 459.5 -
4 981 .6 1 912.5 - 5 201.9 2 005.8 
1 919.6 - - 2 134.0 -

11 014.5 - - 10 145.3 -
56 403.7 15 878.5 5 694.2 54 670.7 16 476.5 

716 658.5 89 685.2 91 643.2 768 602.9 97 221.5 

5.7 - - 5.7 -
436.5 - - 556.3 -

146 496.7 - - 162 644.6 -
4) 410 698.6 410 698.6 - 441 331.1 441 331.1 

11 223.8 - 11 223.8 11 785.0 -
1 778.0 - - 587.1 -

187.2 - - 225. 4 -
525.6 - - - -

1 065.2 - - 361.8 -
0.0 - - --0.1 -

79. 1 - - 196.3 -
15 233.0 - - 16 293.6 -
1 845.7 - - 1 933.5 -

930.7 - - 998.4 -
3.8 - - 5.6 -

588 731 .7 410 698.6 11 223.8 636 337.0 441 331.1 
- - - - -
- - - - -
- - - - -
- - - - -

1305390.1 5()() 383.8 102 867.1 1 4-04 939.9 538 552.6 
- - - - -
- - - - -
- - - - -

1 305 390.1 500383.8 102 867.1 1 4-04 939.9 538 552.6 

194 2) Includes local government equffabla share and conditional grants allocated to local government, as well as general fuel levy shanng with metropolffan munlclpalffies. 
3) Budget estimate adjusted for function shiffs. 
Soun:e: National Treasury 
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2017/1 8 2018119 

of which Expendll\Jre of which 
transfefs on budget transfers transfers 
to local vote to to local 

government 2) outcome provinces 1) government 2) 

- 465.2 - -
- 1 872.7 - -

72 012.2 81 755.1 139.0 77 220.2 
55 613.7 - - 60 757.9 

- 643.7 - -
- 9 047.2 - -
- 6 370.2 - -
- 166.8 - -

1 592.7 28 554.6 - 1 508.8 
- 384.6 - -
- 6 474.8 - -

- 492.7 - -
- 263.9 - -

691.4 7 463.5 824.0 592.9 
- 2 31 1.1 - -
- 154.3 - -
- 23 414.8 17 690.2 -
- 72 866.3 - -
- 46 594.6 41 364.1 -
- 172 562.6 776.9 -
- 723.9 - -
- 123.9 - -
- 23 776.9 - -
- 47 865.0 - -
- 314.8 - -
- 17 182.1 - -
- 542.0 - -
- 1 092.0 - -
- 90 297.5 - -
- 16 600.2 2 845.9 -
- 4 826.6 - -
- 3 086.7 - -
- 7 992.0 - -

11382.2 32195.4 18 990.0 11343.9 
2 290.3 8 970.4 - 2 119.5 

- 7 949.3 - -
- 1 419.5 - -
- 5 314.0 2 011.1 -
- 2 234.8 - -
- 10 519.3 - -

6 214.4 59 193.5 17 026.0 6 394.2 
gg 317.5 820 697.8 101667.1 106 019.7 

- 5.7 - -
- 493.2 - -
- 181 849.1 - -
- 470 286.5 470 286.5 -

11 785.0 12 468.6 - 12 468.6 
- 161 .6 - -

- 142.0 - -
- - - -
- 18.8 - -
- 0.9 - -
- 97.7 - -
- 17 479.9 - -
- 2 047.4 - -
- 1 022.2 - -
- 3.0 - -

11 785.0 685 914.8 470 286.5 12 488.6 
- - - -
- - - -
- - - -
- - - -

111102.6 1 506 612.5 571 953.6 118 488.3 
- - - -
- - - -
- - - -

111102.6 1 506 612.5 571 953.6 118 411$.3 

4) Prov1nc1a/ equitable sharo excludmg cond1t1onal grants to provrnces. 

2019/20 

Budget 
estimate 3) 

699.1 
1 993.5 

90 554.4 
-

688.7 
8 339.7 
6 508.5 

187.9 
30 7'20.7 

478.4 
17 945.0 

536.0 
278.2 

7 869.0 
2 514.4 

163.4 
24 504.5 
89 454.5 
51460.7 

184 767.8 
739.3 
146.7 

25 407.6 
49 850.4 

336.7 
18 717.1 

662.6 
1 197.7 

97 448.6 
17 398.7 
2 572.0 
3 435.1 
8 742.1 

33 879.2 
9 445.2 
8 194 .6 
2 568.6 
5 771 .1 
2 392.7 

11 044.4 
64 194.2 

900 249.4 

7.3 
527.5 

202 207.8 
505 553.8 
13166.8 

135.3 

135.3 
-
-
-

50.4 
18 758.5 
2 383.7 
1 098.5 

10.4 
743 900.1 

10.0 
1 000.0 
5 348.0 
4 800.0 

1 645 707.4 
13 000.0 

1 658 707.4 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEX UR E 

Table 4 
Mal n budget: expenditure defrayed from the 
N ' I R Fd b ationa evenue un )yvote 

Adjusted 
appro· 
priation Rmillion 

699.3 1 The Presidency 
1 993.5 2 Parliament 

90 178.2 3 Cooperative Governance 
- of which: local government equitable sharo 

683.6 4 Government Communication and lnbrmation System 
9 527.7 5 Home Affairs 
6 508.5 6 International Relations and Cooperation 

187.9 7 National School of Government 
30 628.9 8 National Treasury 

479.5 9 Planning, Moniloring am Evaluation 
56 883.0 10 Public Enterprises 

527.2 11 Public Service and Adminis tration 
278.2 12 Public Service Commission 

7 967.0 13 Public Works <Vld lnfraslructure 
2 514.4 14 Statistics South Africa 

168.4 15 Traditional Affairs 
24 464.5 16 Basic Education 
89 013.6 17 Higher Education and Training 
51195.2 18 Health 

184 697.8 19 Social Development 
738.0 20 Women, Youth and Persons wth Disabilities 
143.1 21 Civi lian Secretariat for the Police Service 

25 31 6.9 22 Conrectional Services 
50 235.6 23 Defence 

336.7 24 Independent Police Investigative Directorate 
18 781.5 25 Justice and Constitutional Deve lopment 

652.6 26 Military Veterans 
1 197.7 27 Office of the Chief Justice 

96 684.2 28 Police 
17 228.9 29 Agriculture, Land Reform and Rural Development 
5 774.1 30 Communications and Dig ital Technologies 
3 433.2 31 Employment and Labour 
8 695.7 32 Environmenc Forestry and Fisheries 

33 861.9 33 Human Settlemenls 
9185.8 34 Mineral Resources and Energy 
8 172.3 35 Science and Innovation 
2 268.6 36 Small Business Development 
5 723.1 37 Spor1s. Ar1s and Culture 
2 392.7 38 Tourism 

11014.4 39 Trade, Industry and Competition 
64 205.1 40 Transport 

941105.7 Total appropriation by vote 
Plus : 
Direct charges against the National Revenue Fund 

7.3 President and deputy president salaries (The Presidency) 
600.5 Members' remuneraHon (Partiament) 

203 730.8 Deb~service costs (National Treasury) 
505 553.8 4) Provincial equitable share (Nanonal Treasury) 
13166.8 General fuel levy sharing wi1h metropolitan municipalities (Nationa Treasury) 

359.5 National Revenue Fund payments (National Treasury) 
of which: 

131.7 Defrayal of the Gold and Foreign Exchange Contingency Reserve Account losses 
143.4 Revaluation losses on foreign CUn'e/'ICY transactions 
83.9 Premiums on IO/lll transactions 
0.5 Other 

62.8 Audilor-General of South Africa (National Treasury) 
18 576.3 Skills levy and sector education and training authorities (Higher Education anc Training ) 
2 263.7 Magislrates' salaries (Justice and Constitutional Development) 
1 098.5 Judges' salaries (Office of the Chief Justice and Judicial Administation) 

10.4 International Oil Pollution Compensation Fune (Transport) 
745 430.4 Total direct charges against the National Revenue Fund 

Provisional allocation not assigned lo votes 
Infrastructure fund not assigned lo votes 
Provisional allocation for Eskom reslructu ring 
Compensation of employees adjuslment 

1 686 536.1 Total 
- Contingency reserve 

·1183.8 National government projected 1111derspend ing 
·2 000.0 Local government repayment lo the National Revenue Fune 

1 683 352.3 Main budget expenditure 
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2020 BUOGET REVIEW 

Table 4 
Main budget: expenditure defrayed from the 
National Revenue Fund by vote 

Rmllllon 

1 The Presidency 
2 Partiament 
3 Cooperative Governance 

of which: local government equitable share 
4 Govemment Communication and lni:>rmation System 
5 Home Affair.; 
6 International Relations and Cooperation 
7 National School or Government 
8 National Treasury 
9 Planning , Monil:lring and Evaluation 
10 Public En1erprtses 
11 Public Service and Ad ministration 
12 Public Service Commission 
13 Public Wort<.s and lnfrastrucb.Jre 
14 Statistics South Africa 
15 Trad itional Affairs 
16 Basic Educaton 
17 H9herEducation and Training 
18 Healltl 
19 Social Development 
20 Women, Youltl and Persons wiltl Disabilities 
21 Civilian Secretanat i:>r lhe Police Service 
22 Correctional Services 
23 Defence 
24 Independent Police Investigative Direcl:lrate 
25 Justice and Constittltional Development 
26 Military Veterans 
27 01llce of lhe Chief Justice 
28 Police 
29 Agriculb.Jre, Land Rei:>rm and Rua! Development 
30 Communications and Digital Technologies 
31 Employment and Labour 
32 Environmen~ Forestry and Fisheries 
33 Human Se~ements 
34 Mineral Resources and Energ y 
35 Science and Innovation 
36 Small Business Development 
37 Sports, Arts and Cullure 
38 Tourism 
39 Trade, Industry and Competition 
40 Transport 
Total appropriation by vote 
Plus : 
Direct charges against the National Revenue Fund 
President and deputy president salaries (The Presidency) 
Member.;' remuneration (ParliamenQ 
Debt-service costs (National Treasury) 
Provincial equitable share (National Treasury) 
General fuel levy sharing wiltl metropolitan munlclpallties (National Treasury) 
National Revenue Fund payments (National Treasury) 

of which: 
Defrayal of the Gold end Fomgn Exchange Coriingency ResetVe Account losses 
Revalulilon losses on foreign currency transactions 
Premiums on lo8n transactions 
Olher 

Audiklr-General of South Africa (National Treasury) 
Skills levy and secl:lr education and training aultlorities (H9her Education and Training) 
Magistrates' salaries (Justice and Constilllonal Development) 
Judges' salaries (Office of lhe Chief Justice and Judicial Administration) 
International Oil Pollution Compensation Fund (Transport) 
Total direct charges against the National Revenue Fund 
Provisional allocation not assigned l:l votes 
lnfrastruclure fund not assigned l:l votes 
Provisional allocation !Jr Eskom restructunng 
Compensation of employees adjusrnent 
Total 
Contingency reserve 
National government projected underspending 
Local government repayment l:l lhe National Revenue Fund 

Main budget expenditure 

.. 
1) Includes prov1ncral equllable share and conrldlOflal grants allocated to provrnces. 

4) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

201 9120 2020/21 

of which of which 
transfers transfers transfers transfers 

Revised to to local Budget to to local 
estimate provinces 1) government 2) estimate provinces 1) government 2) 

699.3 - - 611 .6 - -
1993.5 - - 2180.5 - -

88 168.2 130.9 83115.2 96 234.0 138.5 90 656.4 

- - 66 973.5 - - 74 683.3 
683.6 - - 720.5 - -

9 527.7 - - 9 029.6 - -
6 508.5 - - 6 850.2 - -

187.9 - - 206.6 - -
30 432.0 - 1594.0 33123.2 - 1575.0 

464.0 - - 500.0 - -
56 883.0 - - 37 849.4 - -

527.2 - - 565.7 - -
278.2 - - 297.6 - -

7 927.0 868.2 730.0 8 070.8 834.3 748.0 
2 514.4 - - 3 452.2 - -

166.2 - - 173.4 - -
24 064.7 18 569.2 - 25 328.2 19 564.3 -
88 859.3 - - 97 444.0 - -
50 695.0 45 524. 1 - 55 516.0 49 267.2 -

184 697.8 518.2 - 197 718.3 915.1 -
738.0 - - na.s - -
143.1 - - 156.3 - -

25 316.9 - - 26 800.0 - -
50 235.6 - - 52 438.6 - -

336.7 - - 355.7 - -
18 581 .5 - - 19 860.6 - -

652.6 - - 683.1 - -
1 197.7 - - 1 259.8 - -

96 684.2 - - 101 711 .0 - -
17 228.9 2 158.7 - 16 810.1 2 153.4 -
4 648.9 - - 3 394.5 - -
3 381 .7 - - 3 637.7 - -
8 695.7 - - 8 954.7 - -

33 861.9 19 604.4 12194.5 31 324.9 17 493.5 11 440.7 
9 036.7 - 2 090.4 9 337.0 - 2 076.7 
8 172.3 - - 8 797.4 - -
2 268.6 - - 2 406.B - -
5 687.1 2121.2 - 5 720.2 2 075.7 -
2 392.7 - - 2481 .0 - -

11 014.4 - - 11 082.1 - -
63 976.1 17 768. 2 6393.1 62 036.3 18 342.8 6 554.3 

935 590.9 107 263.1 111 852.9 963114.2 110 784.8 118 501.9 

7.3 - - 7.8 - -
600.5 - - 507.2 - -

205 005.0 - - 229 270.0 - -
505 553.8 505 553.8 - 538 471 .5 538 471.5 -
13166.8 - 13166.8 14 026.9 - 14 026.9 

468.1 - - 97.9 - -

131 .7 - - 97.9 - -
252.3 - - - - -
83.9 - - - - -
0.2 - - - - -

62.8 - - 120.0 - -
18 576.3 - - 19412.9 - -
2 163.7 - - 2 550.2 - -
1 098.5 - - 1190.9 - -

10.4 - - 11.0 - -
746 713.2 505 553.3 13 166.8 805 668.3 538 471.5 14 026.9 

- - 7 020.6 - -
- - - -
- - 23 (XX).0 - -
- - -37 806.7 - -

1 682 304.1 612 816.8 125019.7 1 760 994.4 649 256.3 132 528.8 
- - - 5 rol.O - -
- - - - -
- - - - -

1 682304.1 612 816.8 125 019.7 1765994.4 649 256.3 132 528.8 

196 2) Includes local government equllBble share 8nd condflional grants allocated to local government, as wall as general fuel levy sharing with metropolitan munlcipalffles. 
3) Budget estimate adjusted for function sr;ns. 
Sotrce: National Treasury 
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2021122 

of which 
tuns fen transfen 

Budget to to local Budget 
estimate provinces 1) government 2) estimate 

648.8 - - 676.0 
2 331 .5 - - 2429.4 

104262.1 146.1 98 387.0 111656.6 
- - 81061.8 -

763.2 - - 794.0 
9 659.9 - - 10041.5 
7 038.5 - - 7 328.9 

227.3 - - 236.3 
35 822.5 - 1 644.4 32 911 .9 

524.3 - - 547.9 
4 637.4 - - 2119.1 

6C6.6 - - 627.5 
316.3 - - 328.2 

8 757.3 871.4 790.0 9 089.7 
4 843.9 - - 2 862.6 

184.7 - - 192.3 
27 333.0 20 773.3 - 28 592.4 

102 753.0 - - 107 373.4 
60 638.3 53 916.6 - 63 491.0 

211 810.9 1 056.7 - 226 890.8 
821.5 - - 853.0 
166.3 - - 173.3 

28 565.6 - - 29 779.2 
so 852.5 - - 52 993.6 

377.7 - - 393.4 
21168.8 - - 22 083.9 

71 1.0 - - 735.0 
1 335.9 - - 1 398.3 

108 208.8 - - 112 683.6 
17 946.9 2 319.7 - 18 520.9 
3 918.6 - - 2 643.0 
3 857.2 - - 4 009.8 
9 287.8 - - 9 640.5 

31 788.6 17 614.4 11 517.7 32 790.8 
9 570.0 - 2 233.1 10 583.4 
9 377.8 - - 9681 .5 
2696.1 - - 2 760.7 
6 035.5 2 204.9 - 6 269.6 
2 586.2 - - 2 687.7 

10 098.3 - - 10489.1 
69 034.6 19 058.3 6911.0 72 228.0 

988 835.6 117901.5 127 259.5 1 029 512.7 

8.3 - - 8.6 
541.0 - - 561 .2 

258482.1 - - 290 145.1 
573 989.5 573 989.5 - 607 553.5 
15182.5 - 15182.5 16 085.0 

- - - -

- - - -
- - - -
- - - -
- - - -

125.0 - - 129.0 
20 585.0 - - 21 969.8 
2 715.6 - - 2816.0 
1 268.7 - - 1 318.9 

11.6 - - 12.0 
8n909.4 573 989.5 15182.5 940 599.1 

1852.6 - - 3 573.5 
4 000.0 - - 6 000.0 

33 000.0 - - 23 000.0 
.54 929.1 - - -67 460.4 

1 845 668.5 691 951.1 142 442.0 1 935224.9 
5 000.0 - - 5 000.0 

- -
- -

1 850 668.5 691 951.1 1424420 1 940 224.9 

4) Provmc18/ equttable share excluding condfl1onal grants to provmces. 

2022123 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STAT ISTICAL ANNEXURE 

Table 4 
Main budget: el!pendlture defrayed from the 
National Revenue Fund by vote 

of which 
trans fen trans fen 

to to local 
provlncu 1) government 2) Rmillion 

- - 1 The Presidercy 
- - 2 Partiamenl 

153.0 105 531.1 3 Cooperative Governance 
- 87 212.7 of which: focal government equitable share 
- - 4 Gove rnment Communication and nbrmation System 
- - 5 Home Affairs 
- - 6 kltemational Relations and Cooperation 
- - 7 National School of Government 
- 1 717.5 8 National Treasury 
- - 9 Plannl09, Monltori09 and Evaluation 
- - 10 Public Enterprises 
- - 11 Public Seivice and Adminislration 
- - 12 Public Seivice Commission 

902.8 819.1 13 Public Wor1<s and llfrastructure 
- - 14 Statistics Soutti Africa 
- - 15 Trad itional Affairs 

21 737.9 - 16 Basic Education 
- - 17 Higher Education and Traini09 

56 537.0 - 18 Heallh 
1191.9 - 19 Social Development 

- - 20 Women, Youlh and Persons wilh Disabilities 
- - 21 Civiliai Secretarial br lhe Police Seivice 
- - 22 Correctional Seivices 
- - 23 Deferce 
- - 24 Independent Police Investigative Directorate 
- - 25 Justice and Constitutional Development 
- - 26 Milit<ry Veterans 
- - 27 Office of IM Chief Justice 
- - 28 Police 

2 392.0 - 29 Agriculture, Lood Reform and Rural Development 
- - 30 Communications and Digital Technolog ies 
- - 31 Employment and Labour 
- - 32 Environment Foresl!y and Fisheries 

18 317.4 11 708.2 33 Human Setllernenls 
- 2 362.0 34 Mineral Resources and Energy 
- - 35 Science and lnncvation 
- - 36 Small Business Development 

2 307.5 - 37 Sporls , Ar'S and Culture 
- - 38 Tourism 
- - 39 Trade, lndusl!y and Competition 

19 597.2 7 240.2 40 Transport 
123 136.7 135 359.8 Total appropriation by vote 

Plus: 
Direct charges against the National Revenue Fund 

- - President and deputy president salaries (The Presidency) 
- - Members' remuneration (Parliament) 
- - Debt-seivice cosls (National Treasury) 

607 553.5 - 4) Provincial equitable share (National Treasury) 
- 16 085. 0 General fuel levy shari09 wilh metropolitan municipalities (National Treasury) 
- - National Revenue Fund payrnenls (National Treasury) 

of which: 
- - Defrayal of the Gold and Foreign Exchange Contingency Reserve Account losses 
- - Revaluation losses on foreign cummcy transactions 
- - Premiums on loan transactions 
- - Other 
- - Aud itor-General of Soulh Africa (National Treasury) 
- - Skills levy and sector education and lraini09 aulhorities (Higher Education and Traini09) 
- - Magistrates' salaries (Justice and Constitutional Development) 
- - Judges' salaries (Office of lhe Chief Justice and Judicial Adminislration) 
- - International Oil Pollution Compensation Fund (Transport) 

607 553.5 16 085.0 Total direct charges against the National Reven ue Fund 
- - Provisional allocation net assigned kl voles 
- - ln~astructure fund not assigned to voles 
- - Provisional allocation for Eskorn reslructuri09 
- - Compensation of employees adjuslment 

730 690.2 151 444.8 Total 
- - Conti09ercy reseive 
- - National government projected underspending 
- - Local government repayment kl IM National Revenue Fund 

730 690.2 151 444.8 Main budget &l!pendlture 
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Table 5 
Consolidated national, provincial and social security 
funds expenditure: economic classification 1) 

R million 

Current payments 

Compensatk>n of employees 
Goods and services 
Interest and rent on land 

Transfera and subsidies 

Municipalities 
of which: local government shere 

Departmental agencies and accounts 
Hgher education lnstttutk>ns 
Foregn governments and intematk>nal Ofganisatk>ns 
Pubic corporatk>ns and private enterprises 

Public corporatk>ns 

Subsidies on products and productk>n 
Other transfers 

Private enterprises 
Subsidies on products and productk>n 
Other transfers 

Non-j>rofrt institutk>ns 
Households 

Social benefrts 
Other transfers to househokls 

Payments for capital assets 
Buiidilgs and other fixed structures 

Buil:lilgs 
Other fixed structures 

Machinery and equ"ment 
Transport equ"ment 
Other machinery and equipment 

Land and su~ assets 
Software and other intangible assets 
Other assets 

Payments for financial assets 

Subtotal: votes and direct charges 

Plus: 

Contingency reserve 

Total consolidated expenditure 

2) 

3) 

4) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016/17 2017118 2018/19 2019120 

'loof 'lo of 'lo of Revised 

Outcome total Outcome total Outcome total estlmate 

779 534.4 56.5% 838 697.9 56.7% 902 037.0 56.7% 983 613.8 
462 478.0 33.5% 494 713.5 33.4% 527 932.8 33.2% 567 426.3 
170 193.1 12.3% 180 857.5 12.2% 191 667.5 12.0% 21 0 660.5 
146 863.4 10.6% 163 126.9 11.0% 182 436.8 11.5% 205 527.0 

543121 .5 39.4% 570 707.0 38.6% 625 823.8 39.3% 684 098.2 
109 375.6 7.9% 118 344.8 8.0% 126 302.4 7.9% 133 286.0 

4 680.8 0.3% 5134. 2 0.3% 6 740.3 0.4% 5 735. 7 
108 821.9 7.9% 113 777.8 7.7% 128 765.6 8.1% 146 329.9 
28 262.9 2.0% 32 021.0 2.2% 37 530.3 2.4% 42 614.4 
2 205.8 0.2% 1 971.9 0.1% 2 346.4 0.1% 2 542.0 

45 635.8 3.3% 41 11 5.2 2.8% 42 047.2 2.6% 44 822.9 
34 049.2 2.5% 32 544.5 2.2% 33 422.1 2.1% 34 760.9 
26 741 .6 1.9% 22 605.7 1.5% 23641 .0 1.5% 24 077.6 
7 307.6 0.5% 9 938.8 0.7% 9 781.0 0.6% 10 683.4 

11 586.6 0.8% 8 570.7 0.6% 8 625.2 0.5% 10 062.0 
4 917.5 0.4% 3 351.8 0.2% 3 631.0 0.2% 4 218.4 
6 669.1 0.5% 5 218.9 0.4% 4 994.1 0.3% 5 843.6 

28 415.1 2.1% 28 900.9 2.0% 33 875.0 2.1% 35 63 1.2 
220 404.4 16.0% 234 575.3 15.9% 254 956.8 16.0% 278 871 .8 
191 339.7 13.9% 205 748.0 13.9% 226 215.2 14.2% 248 953.7 

29 064.7 2.1% 28 827.3 1.9% 28741 .6 1.8% 29 918.1 

49 930.8 3.6% 50 690.1 3.4% 48 732.4 3.1% 49 499.9 
39 199.3 2.8% 39 388.6 2.7% 37 908. 1 2.4% 36 651.7 
22 377.6 1.6% 23 489.6 1.6% 23142.7 1.5% 21 075.9 
16 821 .7 1.2% 15 899.0 1.1% 14 765.4 0.9% 15575.7 
9 241 .7 0.7% 10 364.3 0.7% 9 968.5 0.6% 11 983.1 
3 622 .0 0.3% 4 446.4 0.3% 4145.1 0.3% 4 238.4 
5 619.7 0.4% 5 917.9 0.4% 5 823.4 0.4% 7744.7 

139.7 0.0% 180.1 0.0% 102.5 0.0% 106.1 
1 202.3 0.1% 676.2 0.0% 648.6 0.0% 532.8 

147.7 0.0% 80.9 0.0% 104.8 0.0% 226.3 

7 183.7 0.5% 19 309.1 1.3% 14 764.9 0.9% 64 036.1 

1 379770.4 100.0% 1479404.1 100.0% 1 591 358.1 100 .0% 1 781 248.0 

- - - - - - -

1 379 770 .4 100.0% 1479404.1 100.0% 1 591 358.1 100.0% 1 781 248.0 

1) These figUf!IS were estimated by the National Treasury and may differ from data published by Statistics South Africa and the Raserve Bank. The numbers in this 
table are not strictly comparable to those published in previous years due to the reclassificBlion of expendffure items for previous years. Date for the previous years has been 

adjusted accoroingly. 
2) Includes equitable share and conditional grents to local government. 
Source: National Treasury 
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%of Budget %of Budget 
total estimate total estimate 

55.2% 1 026 763.8 54.7% 1 093 709.1 

31 .9% 576 814.8 30.7% 603481 .3 
11 .8% 220 152.4 11.7% 231 178.4 
11 .5% 229 796.6 12.2% 259 049.4 

38.4% 723 406.8 38.5% 761 888.3 
7.5% 140 767.7 7.5% 150 650.5 
0.3% 5 450.8 0.3% 5 776.4 
8.2% 153 808.8 8.2% 156 353.8 
2.4% 45 043.7 2.4% 47 426.0 
0.1% 2 829.7 0.2% 2 785.2 
2.5% 41 368.7 2.2% 50 527.5 
2.0% 30 806.6 1.6% 41125.7 
1.4% 19 %7.7 1.1% 25 792.1 
0.6% 10 839.0 0.6% 15 333.6 
0.6% 10 562.1 0.6% 9 401 .9 
0.2% 4 248.1 0.2% 2 901.1 
0.3% 6 314.0 0.3% 6 5-00.8 
2.0% 39 438.6 2.1% 42 268.2 

15.7% 300 149.6 16.0% 311 877.0 
14.0% 271 079.6 14.4% 281 587.7 
1.7% 29 070.0 1.5% 30 289.2 

2.8% 51 470.6 2.7% 53 857.3 
2.1% 39 198.7 2.1% 41 651.9 
1.2% 22 347.1 1.2% 24 744.5 
0.9% 16 851.5 0.9% 16 907.5 
0.7% 11 500.9 0.6% 11 649.8 
0.2% 3 982.7 0.2% 4 317.3 
0.4% 7 518.2 0.4% 7 332.5 
0.0% 180.6 0.0% 18.3 
0.0% 336.9 0.0% 277.9 
0.0% 253.6 0.0% 259.4 

3.6% 72 060.7 3.8% 42 500.6 

100.0% 1 873 701 .9 99.7% 1 951 955.2 

- 5 000.0 0.3% 5 000.0 

100.0% 1878701.9 100.0% 1 956 955.2 

3) Includes biological, heritage and specialised military assets. 

'lo of 
total 

55.9% 

30.8% 
11.8% 
13.2% 

38.9% 

7.7% 
0.3% 
8.0% 
2.4% 
0.1% 
2.6% 
2.1% 
1.3% 
0.8% 
0.5% 
0.1% 
0.3% 

2.2% 
15.9% 
14.4% 
1.5% 

2.8% 
2.1% 
1.3% 
0.9% 
0.6% 
0.2% 
0.4% 
0.0% 
0.0% 
0.0% 

2.2% 

99.7% 

0.3% 

100.0% 

4) Includes National Revenue Fund payments pteviously awiunted for separately. 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNE XURE 

Table 5 
Consolidated national, provincial and social security 
funds expenditure: economic classification 1) 

2022123 

Budget 'lo of 
estimate total 

R million 

1159 258.3 56.5% Current payments 

630 065.9 30.7% Compensation of employees 

238 432.1 11.6% Goods and services 

290 760.3 14.2% Interest and rent on land 

807 494.3 39.3% Transfer! and subsidies 

160 267.2 7.8% Municipalities 

5 981.8 0.3% 2) of which: local government shate 
160 859.9 7.8% Departmental agencies and accounts 
49671 .7 2.4% Higher educatkm institutions 

2 974.6 0.1% Foreign governments and international organisations 

56 207.4 2.7% Pubic corporations and private enterprises 

46 363.7 2.3% PublK: corporations 
28 865.3 1.4% Subsidies on products and production 
17 498.4 0.9% Other transfers 
9 843.7 0.5% Private enterprises 
3 012.4 0.1% Subsidies on products and production 
6 831.3 0.3% Other transfers 

44 322.6 2.2% Non-profrt institutions 
333 190.9 16.2% Households 
301 377.3 14.7% Social benefrts 

31 813.6 1.6% Other transfers to households 

55 278.8 2.7% Payments for capital assets 

42 542.0 2.1% Buildings and other fixed structures 
25 820.1 1.3% Build ings 
16 722.0 0.8% Other fixed structures 
12194.7 0.6% Mach inery and equipment 
4 509.0 0.2% Trans port equipment 
7 685.7 0.4% Other machinery and equipment 

19.4 0.0% Land and sub-son assets 

273.5 0.0% Software and other intangible assets 

249.1 0.0% 3) Other assets 

25 431 .9 1.2% 4) Payments for flnanclal assets 

2 047 463.4 99.76% Subtotal: votes and direct charges 

Plus: 
5 000.0 0.2% Contingency reserve 

2 052 463.4 100.0% Total consol idated expenditure 
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Table 6 
Consolidated national, provincial and social security 

funds expenditure: functional classification 1) 

R million 

General public services 

of which: debt-seNice costs 

Defen ce 

Public order and safety 

Police services 

Law courts 

Prisons 
Economic affairs 

General econom i:, comm ercial and labour affairs 

Agriculture, forestry, fishing and hunti1g 

Fuel and energy 

Mi1i1g, manufacturing, and construction 

Transport 

Comm unication 
Other industries 

Econom i: affairs not elsewhere classified 

Environmental protection 

Housing and community amenities 

Housing deveiopment 
Communfy development 

Water supply 

Health 

Recreation and culture 
Education 

Social protection 

Subtotal: votes and direct charges 

Plus: 

Contingency reserve 

T o1al consolidated expenditure 

2) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016/17 2017/18 2018119 2019/20 

Estimated % of Estimated % of Estimated %of Revised 

outcome total outcome total outcome total estimate 

236 570.4 17.1% 262 157.0 17.7% 272 644.4 17.1% 300 628.3 

146 496.7 10.6% 162 644.6 11.0% 181 849.1 11.4% 205 005.0 
47 211 .5 3.4% 48 939.0 3.3% 47 796.7 3.0% 50 163.4 

129 918.3 9.4% 137 532.8 9.3% 144 337.5 9.1% 154 773.7 
88 044.7 6.4% 93 532.3 6.3% 98 458.0 6.2% 105 640.3 
20 331 .4 1.5% 21 243.2 1.4% 22 102.6 1.4% 23 816.6 
21 542.2 1.6% 22 757.3 1.5% 23 776.9 1.5% 25 316.9 

146 504.6 10.6% 152 781.1 10.3% 165 523.5 10.4% 225 881 .0 

23 763.1 1.7% 25 308.5 1.7% 25 627.9 1.6% 28 162.0 
21 589.5 1.6% 21 787.8 1.5% 23 415.6 1.5% 24 610.9 

7 816.6 0.6% 8 243.2 0.6% 7 259.5 0.5% 56 180.4 
1 473.5 0.1% 1 511 .6 0.1% 1 562.6 0.1% 1 676.7 

77 320.3 5.6% 78 006.0 5.3% 89 491 .2 5.6% 96 649.0 
2 537. 1 0.2% 5 713.5 0.4% 5 202.9 0.3% 5 024.1 
3 507.6 0.3% 3 667.4 0.2% 3 894.6 0.2% 4 143.8 

8 497.0 0.6% 8 543.1 0.6% 9 069.2 0.6% 9 434.1 

9 054.2 0.7% 9 371 .4 0.6% 9 669.0 0.6% 10 565.9 
119773.7 8.7% 128 312.3 8.7% 134 788.2 8.5% 144 505.6 
34 248.1 2.5% 36 347.4 2.5% 35 671.6 2.2% 37 414.2 
69 929.0 5.1% 76 896.3 5.2% 82 535.0 5.2% 91 087.8 
15 596.6 1.1% 15 068.5 1.0% 16 581 .7 1.0% 16 003.5 

172 738.5 12.5% 188158.1 12.7'k 203 598.4 12.8% 217 368.7 
11 777.8 0.9% 12 090.1 0.8% 12 219.8 0.8% 13 261.5 

286 829.3 20.8% 304 786.7 20.6% 341 468.6 21 .5% 375 669.2 
219 392.2 15.9% 235 275.5 15.9% 259 312.2 16.3% 288 430.5 

1 379 770.4 100.0% 1 479 404.1 100.0% 1 591 358.1 100.0% 1 781 248.0 

- - - - - - -

1 379 770.4 100.0% 1 479 404.1 100.0'k 1 591 358.1 100.0% 1 781 248.0 

1) These figures were estimated by the National Treasury and may differ from data published by Statistics South Africa. The numbers in this table are not strictly 
comparable to those published in previous yea11> due to the a/location of some of the unallocable expenditure for previous years. Data for the previous yea11> has 

been adjusted accordingly. 
Source: National Treasury 
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%of Budget 'fo ol Budget 
total estimate total estimate 

16.9% 326 094.8 17.4% 360 245.6 
11.5% 229 270.0 12.2% 258 482.1 

2.8% 50 628.1 2.7'\'t 48 237.8 
8.7% 157 631 .4 8.4'\'t 165067.7 
5.9% 107 264.0 5.7% 112 232.4 
1.3% 24 628.9 1.3% 25 821 .6 
1.4% 25 738.5 1.4% 27 013.7 

12.7% 236 399.6 12.6'1'. 216 421 .8 
1.6% 28 848.4 1.5% 30 458.6 
1.4% 24 224.3 1.3% 25 539.3 
3.2% 69 722.0 3.7% 40 432.6 
0.1% 1 774.5 0.1% 1737.0 
5.4% 93 994.7 5.0% 99 683.5 
0.3% 3 110.9 0.2% 3 182.0 
0.2% 4 741 .6 0.3% 4 823.0 
0.5% 9 983.2 0.5% 10 565.7 
0.8% 10 573.1 0.6'\'t 10 798.9 
8.1% 152 549.2 8.1'1'. 162 553.1 
2.1% 35 649.1 1.9% 37 678.6 
5.1% 100 010.4 5.3% 108 051.4 
0.9% 16 889.8 0.9% 16 823.0 

12.2'k 224 661 .8 12.0'\', 238 048.7 
0.7% 14 361 .0 0.8'\'. 15 303.1 

21 .1% 388113.1 20.7'\'t 410 482.7 
16.2'/o 312 689.8 16.7'\'t 324 795.9 

100.0% 1 873 701 .9 99.7% 1 951 955.2 

- 5 000.0 0.3% 5 000.0 

100.0'/o 1 878 701.9 100.0'I'. 1 956 955.2 

'lo of 
total 

18.5% 
13.2% 

2.5% 
8.5% 
5.7% 
1.3% 
1.4% 

11 .1% 
1.6% 
1.3% 
2.1% 
0.1% 
5.1% 
0.2% 
0.2% 
0.5% 
0.6% 
8.3% 
1.9% 
5.5% 
0.9% 

12.2% 
0.8% 

21.0% 
16.6% 

99.7% 

0.3% 

100.0% 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 6 
Consolidated national, provincial and social security 
funds expenditure: functional classific ation 1) 

2022123 

Budget 'l'o of 
estimate total 

R million 

388 963.3 19.0% 2) General public services 
290 145.1 14.2% of which: debt-service costs 
49 718.9 2.4% Defence 

170 343.1 8.3% Public order and safety 
115 832.8 5.7% Polee services 
26 628.2 1.3% Law courts 
27 882.1 1.4% Prisons 

215 383.4 10.5% Economic affairs 
33 203.8 1.6% General economi:, commercial and labour affairs 
26 590.4 1.3% AgrX:ulture, forestry, fishing and hunting 
31 306.1 1.5% Fuel and energy 
1 812.6 0.1% Mining, manufacturing, and construction 

103 784.5 5.1 % Transport 
3199.6 0.2% Communication 
4 613.5 0.2% Other industries 

10 872.9 0.5% Economi: affairs not elsewhere classified 
11186.2 0.5% Environmental protection 

171 431 .2 8.4% Housing and community amenities 
38 674.7 1.9% Housilg development 

115 382.7 5.6% Community development 
17 373.8 0.8% Water supply 

250 886.3 12.3% Health 
14 548.4 0.7% Recreation and culture 

428 459.4 20.9% Education 
346 543.1 16.9% Social protection 

2 047 463.4 99.8% Subtotal: votes and direct charges 

Plus: 
5 000.0 0.2% Contingency reserve 

2 052 463.4 100.0% Total consolidated expenditure 
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Table 7 
Consol idated government revenue and expenditure: 
economic classification 1) 

ANNEX " A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016117 2017118 2018119 2019120 

% of % of % of 
Outcome total Outcome total Outcome total 

R mill ion 

Revenue 

Current re venue 1 285 061.0 100.0% 1 350 837.5 100.0% 1 445 027.5 100.0% 
Tax revenue (net of SACU) 1174 525.2 91.4% 1235356. 4 91.4% 1 321 569.1 91.4% 
Non-tax revenue 2) 110 535.8 8.6% 115 481.1 8.5% 123 458.4 8.5% 

Sales of capital assets 543.9 0.0% 540.2 0.0% 396.8 0.0% 

Total revenue 1 285 604.9 100.0% 1 351 377.7 100.0% 1445424.3 100.0% 

Expenditure 

Economic classification 

Current payments 885 826.0 61.4% 942 300.4 61 .1% 1 011 975.7 61.6% 
Compensation of employees 511 665.9 35.5% 548 057.6 35.5% 584 841 .1 35.6% 
Goods and services 217 628.3 15.1% 221 324.3 14.4% 234 976.5 14.3% 
Interest and rent on land 156 531 .7 10.9% 172 918.5 11 .2% 192158.1 11.7% 

Transfers and subsidies 469 152.1 32.5% 501 834.4 32.5% 545 229.2 33.2% 
Municipalities 112 738.1 7.8% 121 803.8 7.9% 129 455.6 7.9% 
Departmental agencies and accounts 23 936.1 1.7% 27 041.3 1.8% 25 609.4 1.6% 
Higher education institutions 31 981 .2 2.2% 36 790.6 2.4% 38 898.3 2.4% 
Foreign governments and international organisations 2 290.0 0.2% 2 123.3 0.1% 2386.1 0.1% 
Pub lic corporations and private enterprises 32172.2 2.2% 31 886.7 2.1% 31 389.7 1.9% 
Non-jlrofit institu tions 30 526.7 2.1% 31 014.3 2.0% 35 496.5 2.2% 
Households 235 507.8 16.3% 251 174.4 16.3% 281 993.6 17.2% 

Payments for capital assets 79 065.0 5.5% 77 397.8 5.0% 69 865.4 4.3% 
Build ings and other fixed structures 58 900.6 4.1% 58 384.7 3.8% 52 717.3 3.2% 
Machinery and equipment 16 615.4 1.2% 16592.7 1.1% 14 666.4 0.9% 
Land and sub-so il assets 790.2 0.1% 847.8 0.1% 738.6 0.0% 
Software and other intangible assets 2 594.5 0.2% 1 421.5 0.1% 1539.8 0.1% 
Other assets 3) 164.3 0.0% 151.1 0.0% 203.4 0.0% 

Payments for financial assets 4) 8 534.2 0.6% 20 322.7 1.3% 15 706.1 1.0% 

Subtotal : economic classification 1 442 577.2 100% 1 541 855.3 100.0% 1 642 776.4 100.0% 

Contingency reserve - - -
Total consolidated expenditure 1442577.2 1 541 855.3 1642776.4 

Budget balance ·156 972.3 -190 477.6 ·197 352.1 

Percentage of GDP -3.6",1, -4.1% -4.0% 

Financing 

Change in loan liabllltles 

Domestic shorl· and long-term loans (net) 157 334.7 204 163.7 183 826.2 

Foreign loans (net) 36 432.7 29 811.0 26 187.9 

Change in cash and other balances (·increase) ·36 795.0 -43 497.1 ·12 662.0 

Borro>Mng requirement (net) 156 972.3 190 477.6 197 352.1 

GDP 4 419 437.0 4 698 724.0 4 921494.0 

1) Consisting of national and provincial government, social security funds and public entities. Refer to Annexure IN2 for a detailed list of entities included. 
In some cases figures were estimated by the National Treasury and may differ from data published by Statistics South Africa and the Reserve Bank. 

2) Includes National Revenue Fund receipts previously accounted for separately. 
Source: National Treasury 

Revised 
estimate 

1 516 681 .6 
1395 383.0 

121 298.7 
306.7 

1 516 988.3 

1 095 868.3 
629 200.4 
251 656.1 
215 011 .8 

599 650.1 
137 653.6 
26 590.8 
46 555.4 
2 589.5 

35361.4 
37 089.3 

313 810.1 

82 804.1 
60 807.8 
19 077.0 

605.4 
1 831 .9 

481.9 

65 223.1 

1 843 545.6 

-

1 843 545.6 

-326 557.2 

-6.3% 

312 736.0 

27 546.9 

·13725.7 

326 557.2 

5 157 347.4 
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2019120 2020/21 2021122 

% of Budget % of Budget 
total estimate total estimate 

100.0% 1583599.2 100.0% 1682503.8 
92.0",{, 1455526.9 91.9% 1549544.6 
8.0"A, 128 072.3 8.1% 132 959.2 
0.0% 305.9 0.0% 334.9 

100.0% 1 583 905.1 100.0% 1 682 838.7 

59.4% 1143 426.9 58.7% 1 218 007.8 
34.1% 638 864.8 32.8% 667 815.5 
13.7% 265 078.4 13.6% 281 464.7 
11 .7% 239 483.7 12.3% 268 727.5 

32.5% 640 225.2 32.8% 671 805.1 
7.5% 145 339.0 7.5% 155 518.4 
1.4% 28 638.7 1.5% 27 012.1 
2.5% 48 277.7 2.5% 50 341 .5 
0.1% 2 879.8 0.1% 2 838.2 
1.9% 35 539.6 1.8% 39 864.8 
2.0% 41 022.7 2.1% 43 696.4 

17.0% 338 527.7 17.4% 352 533.8 

4.5% 92146.8 4.7% 101 410.6 
3.3% 68 383.5 3.5% 76 880.6 
1.0% 20 620.2 1.1% 21 798.9 
0.0% 439.5 0.0% 422.9 
0.1% 1903.6 0.1% 1656.8 
0.0% 800.1 0.0% 651.4 

3.5% 73 645.7 3.8% 44 115.6 

100.0% 1949 444.6 100.0% 2 035 339.1 

5 000.0 5 000.0 

1954 444.6 2 040 339.1 

-370 539.5 ·357 SOQ.4 

-6.8% -6.2% 

332 285.9 325 912.6 

18 815.4 41 763.4 

19 438.3 -10175.6 

370 539.5 357 500.4 

5 428 211.8 5 758 993.4 

3) Includes biological, heritage and specialised mi/#ary assets. 

% of 
total 

100.0% 
92.1% 
7.9% 
0.0% 

100.0% 

59.8% 
32.8% 
13.8% 
13.2% 

33.0% 
7.6% 
1.3% 
2.5% 
0.1% 
2.0% 
2.1 % 

17.3% 

5.0% 
3.8% 
1.1% 
0.0% 
0.1% 
0.0% 

2.2% 

100.0% 

4) Includes extraordinary payments previously accounted for separately. 

ANN EX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republ ic of South Africa 
dated 26 February 2020 

STATISTICAL AN NEXUR E 

Table 7 
Consolidated government revenue and expenditure: 
economic classification 11 

2022/23 

Budget %of 
estimate total 

Rmillion 

Revenue 

1 791 044.2 100.0% Current revenue 
1648613.2 92.0"Ai Tax revenue (net of S4CU) 

142 430.9 8.0% 2) Non.fax revenue 

274.5 0.0% Sales of capital assets 

1 791 318. 7 100.0% Total revenue 

Expenditure 

Economic classification 

1 286 330.7 60.2% Current payments 

697 113.3 32.6% Compensation of employees 

288 524.8 13.5% Goods and services 

300 692.6 14.1% Interest and rent on land 

713 435.9 33.4% Transfers and subsidies 

165 463.8 7.7% Municipalities 

28 492.1 1.3% Departmental agencies and accounts 
51 872.7 2.4% Higher education institutions 

679 

10 

20 

3 029.5 0.1% Foreign governments and international organisations 

43 226.6 2.0% Pub lic corporations and private enterprises 

45 848.8 2.1% Non-profit institutions 

375 502.5 17.6% Households 

108 975.3 5.1% Payments for capital assets 

82 745.4 3.9% Buildings and other fixed structures 

23 283.7 1.1% Machineiy and equipment 

768.3 0.0% Land and sub-soil assets 30 
1647.3 0.1% Sollware and other intang ible assets 

530.6 0.0% 3) Other assets 

27 297.9 1.3% 4) Payments for financial assets 

2 136 039.9 100.0% Subtotal : economic classlflcatlon 

5 000.0 Contingency reserve 

2141 039.9 Total consolidated expenditure 

.349 721 .2 Budget balance 

-5.7% Percentage of GDP 

Financing 

Change in loan liabil iti es 40 
317 484.1 Domestic short- and long-tenn loans (net) 

40 760.4 Foreign loans (net) 

·8 523.3 Change In cash and other balances(· Increase) 

349 721.2 Borrov.ing requirement (net) 

6 126 301 .9 GDP 

203 



204 

Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 816) 

2020 BUDGET REVIEW 

Table 8 
Consolidated government expenditure: functional 

classification 11 

R million 

General public services 
of which: debl..seNica costs 

Defence 

Public order and safety 
Polka services 
Law courts 
Prisons 
Public order and safety not elsewhere classified 

Economic affairs 
General economic, commercial and labour affairs 
Agriculture, forestry, fishilg and hunting 
Fuel and energy 

Mining, manufacturing and construction 
Transport 
Communication 
Other ildustries 
Eoonomic affarn not elsewhere classified 

Environmental protection 

Housing and community amenities 
Housng deveklpment 
Community development 
Water supply 
Housng and oommunity amenities no1 elsewhere classified 

Health 

Recreation and culture 

Education 

Social protection 

Subtotal: functional classiflcatlon 

Plus: 
Contingency reserve 

Total consolidated expenditure 

2) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

21)16/17 2017/18 2018/19 2019120 

%of %of 'f, of Revised 
Outcome total Outcome total Outcome total estimate 

246 038.2 17.1% 269 752.5 17.5o/o 281 015.7 17.1% 308 574.5 
146 496.7 10.2% 162 644.6 10.5% 181849.1 11.1% 205 005.0 

47 402.4 3.3% 49 158.9 3.2% 47 715.3 2.9% 50 408.9 

131 470.5 9.1% 138 828.4 9.0% 146 001.7 8.9% 156 969.7 
89 155.7 6.2% 94 617 6 6.1% 99 786.1 6.1% 107 086.9 
20 570.0 1.4% 21 225.8 1.4% 22 196.7 1.4% 24 275.0 
21 542.2 1.5% 22 757.3 1.5% 23 776.9 1.4% 25 316.9 

202.6 227.7 242.0 290.9 

167 088.6 11 .6% 175 362.3 11.4% 179 583.0 10.9% 240 959.9 
30 629.5 2.1% 31 964.6 2.1% 32 349.0 2.0% 35 629.5 
22 114.2 1.5% 22 069.3 1.4% 23 855.2 1.5% 26 458.3 
9 465.4 0.7% 9 462.6 0.6% 10 192.8 0.6% 58 568.8 
2 411.7 0.2% 2 478.9 0.2% 2 425.7 0.1% 2 597.1 

84 977.4 5.9% 87 228.3 5.7% 89 490.1 5.4% 97 622.5 
4 487.6 0.3% 9 251.4 0.6% 8 564.9 0.5% 6 452.6 
3 670.2 0.3% 3 878.7 0.3% 4 095.9 0.2% 4 379.1 
9 332.6 0.6% 9 028.4 0.6% 8 609.4 0.5% 9 251 .9 

10 618.4 0.7% 11 449.1 0.7% 12 079.4 0.7% 13 458.7 

144 913.9 10.0% 150 248.3 9.7% 158 880.2 9.7'4 171 342.5 
36 077.5 2.5% 37 828.3 2.5% 37 330.3 2.3% 39 814.0 
70 867.0 4.9% 77 825.6 5.0% 83 596.1 5.1% 92 274.3 
37 969.4 2.6% 34 594.4 2.2% 37 953.8 2.3% 39 254.3 

- - - - - - -

173 789.8 12.0% 188 374.3 12.2% 203 665.1 12.4% 217 664.5 

12236.4 0.8% 12 449.3 0.8% 12 687.0 0.8% 13 736.5 

288 368.4 20.0% 310 066.0 20.1% 342 634.0 20.9% 380 341 .9 

220 650.6 15.3% 236 166.3 15.3% 258 515.0 15.7% 290 088.5 

1 442 577.2 100% 1 541 855.3 100% 1 642 776.4 100% 1 843 545.6 

- - - -

1 442 577.2 1 541 855.3 1642n6.4 1 843 545.6 

1) Consisting of national and provincial government, social securily funds and public entities. Refer to Annexure W'2 for a detailed list of entities Included. 

In some cases figures were estimated by the National Treasury ano may differ from data published by Statistics South Africa and the ReseNe Bank. 
Sourr:e: National Treasury 
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2019/20 2020/21 2021/22 

%of Budget %of Budget 
total estimate total estimate 

16.7% 335 903.6 17.2% 373 586.1 
11.1% 229 270.0 11 .8% 258 482.1 

2.7% 50 965.0 2.6% 46 484.3 

8.5% 160 119.3 8.2% 167 662.3 
5.8% 109041.8 5.6% 114 116.6 
1.3% 25 014.8 1.3% 26 190.3 
1.4% 25 738.5 1.3% 27 013.7 

324 .1 341 .6 

13.1'/o 259 383.0 13.3% 238 933.5 
1.9% 36 702.2 1.9% 38 451 .9 
1.4% 25 462.4 1.3% 26 607.6 
3.2% 72 283.3 3.7% 43 225.4 
0.1% 2 792.0 0.1% 2 583.0 
5.3% 103 055.8 5.3% 108 756.1 
0.4% 4 551.7 0.2% 4 242.3 
0.2% 4 988.2 0.3% 5 083.2 
0.5% 9 547.4 0.5% 9 983.9 

0.7% 13 330.9 0.7% 13 712.4 

9.3% 183 950.4 9.4% 199 037.0 
2.2% 38 646.5 2.0% 40 885.3 
5.0% 101 109.6 5.2% 109 221 .2 
2.1% 44 194.3 2.3% 48 930.6 

- - - -
11.8"/o 225 240.1 11 .6% 238 841 .9 

0.7% 14 811.3 0.8% 15 819.3 

20.6% 390 864.5 20.1% 412 485.7 

15.7% 314 876.4 16.2% 326 776.5 

100% 1949444.6 100% 2 035 339.1 

5 000.0 5 000.0 

1 954 444.6 2 040 339.1 

%of 
total 

18.4% 
12.7% 

2.4% 

8.2% 
5.6% 
1.3% 
1.3% 

11 .7% 
1.9% 
1.3% 
2.1% 
0.1% 
5.3% 
0.2% 
0.2% 
0.5% 

0.7% 

9.8% 
2.0% 
5.4% 
2.4% 

-

11 .7% 

0.8% 

20.3% 

16.1% 

100% 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNE XURE 

Table 8 

Consolidated government expenditure: functional 
classification l) 

2022123 

Budget %of 
estimate total 

R million 

403 011 .1 18.9% 2) General public services 
290 145.1 13.6% of which: debt-service costs 

49 975.5 2.3% Defence 

173 189.8 8.1 o/o Public order and safety 
117945.4 5.5% Polee seivices 
26 990.8 1.3% Law courts 
27 882.1 1.3% Prisons 

371 .5 0.0% Public oroer and safety not elsewhere ciassifl6d 

240 395. 7 11.3% Economic affalt$ 

41 227.7 1.9% General economc, commercial and labour affai's 
27 663.7 1.3% AgrX:ulture, torestry , fishing and huntilg 
34 252.6 1.6% Fuel and energy 
2 672.8 0.1% Mining, manufacturing and construction 

114565.2 5.4% Transport 
4 596.2 0.2% Comm unl:ation 
4 883.8 0.2% Other industries 

10 533.6 0.5% Economc affairs not elsewhere classified 

13 871 .3 0.6% Environmental protectlon 

211157.5 9.9% Housing and community amenities 
42 168.7 2.0% Housilg developm ent 

116 608.1 5.5% Comm unity development 
52 380.8 2.5% Water supply 

- - Housilg and community amenities nol elsewhere classified 

252 079.1 11.8% Health 

15 095.1 0.7% Recreation and culture 

(28 906.4 20.1% Education 

348 358.4 16.3% Social protection 

2 136 039.9 100% Subtotal: functional classification 

Plus: 
5 000.0 Contingency reseive 

2 141 039.9 Total consolidated expendtture 

2) Mainly general administration, cost of raising loans and unallocable capital axpanditu/'9, as wall as National Revenue Fund payments previously accounted for separately. 
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2020 BUDGET REVIEW 

Table 9 
Consolidated government revenue, expenditure and financing 

Rmilllon 

Operating account 
Current receipts 

Tex receipts (net of SACU transfers) 
Non-tax receipts (including deparlmental receipts) 
Transfers received 

Current payments 
Compensation of employees 
Goods and services 
Interest and rent on land 
Transfers and subsidies 

Current balance 
Percentage of GDP 

Capital account 
Capital receipts 
Transfers and subsidies 
Payments for capffal assets 

Capital financing requirement 
Percentage of GDP 

Transactions in financial assets and liabil ities 

Contingency reserve 

Budget ba lance 
Percentage of GDP 

Primary balance 
Percentage of GDP 

Financing 

Change In loan liabilities 

Domestic short- and long-term loans (net) 

Foreign loans (net) 

Change in cash and other balances (· increase) 

Borrov.ing requirement (net) 

GDP 

Source: National Treasury 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2016117 2017118 2018/19 2019120 

Revised 
Outcome Outcome Outcome estimate 

1 266 853.1 1 331 662.4 1429845.5 1 503 562.5 
1174 525.2 1235356.4 1 321 569.1 1 395 383.0 

85 313.5 89 525.6 101 560.3 103 021.2 
7 014.4 6 780.5 6 716.1 5 158.3 

1 285199.3 1 371 811.4 1 483 839.8 1 622 015.8 
511 665.9 548 057.6 584 841.1 629 200.4 
217 628.3 221324.3 234 976.5 251 656.1 
156 531.7 172 918.5 192158.1 215 011.8 
399 373.3 429 511.0 471 864.1 526 147.4 

-18 346.1 -40 149.0 .53 994.4 -118 453.2 
-0.4% -0.9% -1.1% -2.3% 

543.9 540.2 396.8 306.7 
69 778.8 72 323.4 73 365.0 73 502.6 
79 065.0 77 397.8 69 865.4 82 804.1 

-148 299.9 -149181 .0 -142 833.6 -156 000.1 
-3.4% -3.2% -2.9% -3.0% 

9 673. 7 -1147.6 -524.1 -52 103.9 

- - - -

-156 972.3 -190 4n.6 -197 352.1 -326 557.2 
-3.6% 4 .1% 4.0% -6.3% 

-440.6 -17 559.1 -5194.0 -111 545.4 
0.0% -0.4% -0.1% -2.2% 

157 334. 7 204 163. 7 183 826.2 312 736.0 

36 432. 7 29 811 .0 26187.9 27 546.9 

-36 795.0 -43 497.1 -12 662.0 -13 725.7 

156 972.3 190 477.6 197 352.1 326 557.2 

4 419 437.0 4 698 724.0 4 921 494.0 5 157 347.4 
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2020/21 2021/22 

Budget Budget 

estimate estimate 

1 570 968.4 1 674 353.4 
1455 526.9 1549544.6 

110 264.5 119 359.7 
5177.0 5 449.1 

1 712 133.5 1 811111.9 
638 864.8 667 815.5 
265 078.4 281464.7 
239 483.7 268 727.5 
568 706.6 593104.1 

-141165.1 -136 758.5 
-2.6% -2.4% 

305.9 334.9 
71518.6 78 701 .0 
92146.8 101410.6 

-163 359.5 -179 n6.8 
-3.0% -3.1% 

-61 014.9 -35 965.2 

5 000.0 5 000.0 

-370 539.5 -357 500.4 
-6.8% -0.2% 

-131 055.8 -88 772.8 
-2.4% -1.5% 

332 285.9 325 912.6 

18815.4 41 763.4 

19 438.3 -10 175.6 

370 539.5 357 500.4 

5 428 211.8 5 758 993.4 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXU RE 

Table 9 
Consolidated government revenue, expenditure and financing 

2022/23 

Budget 

estimate 

Rmill ion 

Operating account 
1782018.9 Current receipts 

1648613.2 Tax receipts (net of SA CU transfers) 
127 793.4 Non-tax receipts (including departmental receipts) 

5 612.3 Transfers received 

1 915 038.7 Current payments 
697113.3 Compensation of employees 
288 524.8 Goods and seNices 

300 692.6 Interest and rent on land 
628 707.9 Transfers and subsidies 

-133 019.8 Current balance 
-2.2% Percentage of GDP 

Capital account 
274.5 Capital receipts 

84 728.0 Transfers and subsidies 
108 975.3 Payments for capital assets 

-193 428.8 Capital financing requirement 
-3.2% Percentage of GDP 

-18 272.6 Transactions In financial assets and liabilities 

5 000.0 Contingency reserve 

-349 721.2 Budget balance 

-5.7% Percentage of GDP 

-49 028.6 Primary balance 

-0.8% Percentage of GDP 

Financing 
Change in loan liabil ities 

317 484.1 Domestic short- and long-tenn loans (net) 

40 760.4 Foreign loans (net) 

-8 523.3 Change in cash and other balances(· Increase) 

l49 721.2 Borrowing requirement (net) 

6 126 301.9 GDP 
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ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2020 BUDGET REVIEW 

Table 10 
Total debt of government 1) 

1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001 /02 

R million 

Domestic debt 

Marketable 263 844 290 424 318 773 344 938 354 706 365 231 349 415 

Government bonds 248 877 276124 301 488 325 938 332 706 339 731 331 505 
Treasury bills 10 700 14 300 17 285 19 000 22 000 25 500 17 910 
Bridging bonds 4 267 - - - - - -

Non-marketable 3) 4 700 6 421 2 778 2 013 998 2 382 2 030 

Gross loan debt 268 544 296 845 321 551 346 951 355 704 367 613 351 445 
Cash balances 4) -8 630 -2 757 -4 798 -5166 -7 285 -2 650 .Q 549 
Net loan debt 259 914 294 088 316 753 341 785 348 419 364 963 344 896 

Foreign debt 

Gross loan debt 5) 10 944 11 394 14 560 16 276 25 799 31 938 82 009 
Cash balances 4) - - - - - - -
Net loan debt 10 944 11 394 14 560 16 276 25 799 31 938 82 009 

Gross loan debt 279 488 308 239 336 111 363 227 381 503 399 551 433 454 
Net loan debt 270 858 305 482 331 313 358 061 374 218 396 901 426 905 

Gold and Foreign Exchange 
Contingency Reseive Account 6) - 2169 73 14 431 9 200 18170 28 024 

Composition of gross debt (excluding 

deduction of cash balances) 

Marketable domestic debt 94.4% 94.2% 94.8% 95.0% 93.0% 91.4% 80.6% 
Government bonds 89.0% 89.6% 89.7% 89.7% 87.2% 85.0% 76.5% 
Treasury bills 3.8% 4.6% 5.1% 5.2% 5.8% 6.4% 4.1% 
Bridging bonds 1.5% 0.0% 0.0% 0.0% 0.0% O.O"J6 O.O"J6 

Non-marketable domestic debt 3) 1.7% 2.1% 0.8% 0.6% 0.3% 0.6% 0.5% 

Domestic debt 96.1% 96.3% 95.7% 95.5% 93.2% 92.0% 81.1% 
Foreign debt 5) 3.9% 3.7% 4.3% 4.5% 6.8% 8.0% 18.9% 

Total as percentage of GDP 

Gross domestic debt 47.6% 45.5% 44.8% 44.7% 41.4% 37.6% 32.6% 
Net domestic debt 46.1% 45.1% 44.1% 44.0% 40.6% 37.4% 31.9% 
Gross foreign debt 1.9% 1.7% 2.0% 2.1% 3.0% 3.3% 7.6% 
Net foreign debt 1.9% 1.7% 2.0% 2.1% 3.0% 3.3% 7.6% 
Gross loan debt 49.5% 47.3% 46.8% 46.8% 44.4% 40.9% 40.1% 
Net loan debt 48.0% 46.8% 46.2% 46.1% 43.6% 40.6% 39.5% 

1) Debi of the centre/ government, excluding extra-budgetary ins1itutions and social security funds. 
2) As projected at the end of January 2020. 
3) Includes non-maiketable Treasury bills, retail bonds, loan levies, fo1111er regional authorities and Namibian loans. 
4) Bank balances of the National Revenue Fund (balances of government's accounts with the Reserve Bank and commercial banks). 

Bank balances in foreign currencies are revaluated using forward estimates of exchange rates. 
Source: National Treasury and Reserve Bank 
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2002103 2003/04 2004/05 2005106 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNEXURE 

Table 10 
Total debt of government 1 J 

2006/07 2007108 2008/09 

685 

R million 

Domestic debt 
350 870 388 300 428 593 457 780 467 864 478 265 527 751 Marketable 
328 820 359 700 394 143 417 380 422 064 426 415 462 751 Government bonds 

22 050 28 600 34 450 40 400 45 800 51 850 65 000 T reaswy bills 

- - - - - - - Bridging bonds 
1910 1 999 3 498 3 699 3 238 2 555 1 956 3) Non-marketable 

352 780 390 299 432 091 461 479 471 102 480 821 529 707 Gross loan debt 
-9 730 -12 669 -30 870 -58 187 -75 315 -93 809 -101 349 4) Cash balances 

343 050 377 630 401 221 403 292 395 787 387 012 428 358 Net loan debt 

Foreign debt 
74 286 64 670 69 405 66 846 82 581 96 218 97 268 5) Gross loan debt 

- - - - - - - 4) Cash balances 
74 286 64 670 69 405 66 846 82 581 96 218 97 268 Net loan debt 

427 066 454 969 501 496 528 325 553 683 577 039 626 975 Gross loan debt 
417 336 442 300 470 626 470 138 478 368 483 230 525 626 Net loan debt 

Gold and Foreign Exchange 
36 577 18 036 5 292 -1 751 -28 514 -72189 -101 585 6) Contingency Reserve Account 

Composition of gross debt (excluding 

deduction of cash balances) 
82.2% 85.3% 85.5% 86.6% 84.5% 82.9% 84.2% Marketable domestic debt 
77.0% 79.1% 78.6% 79.0% 76.2% 73. 9% 73.8% Government bonds 
5.2% 6.3% 6.9% 7.6% 8.3% 9.0% 10.4% Treasury bills 
0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% Bridging bonds 
0.4% 0.4% 0.7% 0.7% 0.6% 0.4% 0.3% 3) Non-marketable domestic debt 

82.6% 85.8% 86.2% 87.3% 85.1% 83.3% 84.5% Domestic debt 
17.4% 14.2% 13.8% 12.7% 14.9% 16.7% 15.5% 5) Foreign debt 

Total as percentage of GDP 
28.2% 28.7% 28.6% 27.4% 24.7% 22.1% 22.0% Gross domestic debt 
27.4% 27.8% 26.6% 24.0% 20.7% 17.8% 17.8% Net domestic debt 
5.9% 4.8% 4.6% 4.0% 4.3% 4.4% 4.0% Gross foreign debt 
5.9% 4.8% 4.6% 4.0% 4.3% 4.4% 4.0% Net foreign debt 

34.1% 33.5% 33.2% 31.4% 29.0% 26.6% 26.0% Gross loan debt 
33.4% 32.6% 31 .2% 27.9% 25.0% 22.3% 21 .8% Net loan debt 

5) Valued at appropriate foreign exchange rates up to 31 March 2019 as at the end of each period. Forward estimates are based on exchange rates prevailing 

at 31 January 2020, projected to depreciate in line with inflation differentials. 

6) The balance on the Gold and Foreign Exchange Contingency Reserve Account on 31 March 2020 represents an estimated balance on the account. 

No provision for any profits or losses on this account has been made for subsequent yeam. A negative balance indicates a profit and a positive balance a loss. 
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ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2020 BU DG ET RE VIE W 

Table 10 

Total debt of government 1) 

2009110 2010/11 2011112 2012/13 2013114 2014115 2015/16 

R million 

Domestic debt 

Maliletable 700 532 869 588 1045415 1 210 834 1 409 718 1 601 499 1782042 

Government bonds 585 992 733 438 890 256 1038849 1217512 1399282 1 572 574 
Treaswy bills 114 540 136150 155 159 171 985 192 206 202 217 209 468 
Bridging bonds - - - - - - -

Non-m aliletable 3) 4 943 23133 25 524 30 300 31 381 30 586 37 322 

Gross loan debt 705 475 892 721 1070939 1 241134 1 441 099 1632085 1 819 364 
Cash balances 4) -106 550 -111413 -130 450 -103 774 -120 807 -120 304 -112 250 

Net loan debt 598 925 781 308 940 489 1 137 360 1 320 292 1 511 781 1 707114 

Foreign debt 

Gross loan debt 5) 99 454 97 851 116 851 124 555 143 659 166 830 199 607 
Cash balances 4) -25 339 -58 750 -67 609 -80 308 -84 497 -94 404 -102 083 

Net loan debt 741 15 39 101 49 242 44 247 59162 72 426 97 524 

Gross loan debt 804 929 990 572 1 187 790 1 365 689 1 584 758 1 798 915 2 018 971 
Net loan debt 673 040 820 409 989 731 1181 607 1 379 454 1 584 207 1 804 638 

Gold and Foreign Exchange 

Contingency Reserve Account 6) -35 618 -28 283 -67 655 -125 552 -177 913 -203 396 -304 653 

Composition of gross debt (excluding 

deduction of cash balances) 

Maliletable domestic debt 87.0% 87.8% 88.0% 88.7% 89.0% 89.0% 88.3% 

Government bonds 72.8% 740% 75.0% 76.1% 76.8% 77.8% 77.9% 

Treasury bills 14.2% 13.7% 13. 1% 12.6% 12.1% 11.2% 10.4% 
Bridging bonds 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Non-maliletable domestic debt 3) 0.6% 2.3% 2.1% 2.2% 20% 1.7% 1.8% 

Domestic debt 87.6% 90.1% 90.2% 90.9% 90.9% 90.7% 90.1% 

Foreign debt 5) 12.4% 9.9% 9.8% 9.1% 9.1% 9.3% 9.9% 

Total as percentage of GDP 

Gross domestic debt 27.7% 31 .6% 34.8% 37.4% 39.9% 42.2% 44.1% 

Net domestic debt 23.5% 27.7% 30.6% 34.3% 36.5% 39.1% 41.4% 

Gross foreign debt 3.9% 3.5% 3.8% 3.8% 4.0% 4.3% 4.8% 

Net foreign debt 2.9% 1.4% 1.6% 1.3% 1.6% 1.9% 2.4% 

Gross loan debt 31.5% 35.1% 38.6% 41 .1% 43.8% 46.5% 48.9% 

Net loan debt 26.4% 29.0% 32.2% 35.6% 38.2% 41 .0% 43.8% 

1) Debt of the central government, excluding extra-budgetary institutions and social security funds. 
2) As projected at the end of January 2020. 
3) Includes non-marketable Treasury bills, retail bonds, loan levies, former regional authorities and Namibian loans. 
4) Bank balances of the National Revenue Fund (balances of government's accounts with the Reserve Bank and commercial banks). 

Bank balances in foreign currencies are revaluated using forward estimates of exchange rates. 
Source: National Treasury and Reserve Bank 
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National Treasury of the Republic of South Africa 
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STATISTICAL ANNEXURE 

Table 10 
Total debt of government 1) 

2020121 202 1122 2022123 

687 

R million 

Domestic debt 

1 981 627 2 242 894 2 467 758 2 820 128 3 187 987 3 556 745 3 917 299 Marketable 

1 731 657 1949573 2 160 398 2 486 768 2 806 627 3 127 385 3 432 939 Government bonds 
249 970 293 321 307 360 333 360 381 360 429 360 484 360 Treasury bills 

- - - - - - - Bridging bonds 
38 508 29 013 29 228 39 228 39 228 39 228 39 228 3) Non-marketable 

2 020 135 2 271 907 2 496 986 2 859 356 3 227 215 3 595 973 3 956 527 Gross loan debt 
-110 262 -123 241 -120575 -117157 -117 157 -117 157 -117157 4) Cash balances 

1909873 2148 666 2 376 411 2 742 199 3110058 3 478 816 3 839 370 Net loan debt 

Foreign debt 
212 754 217 811 291 314 316 708 334 449 382 130 427 060 5) Gross loan debt 
-114 353 -106110 -122 542 -121141 -104 502 -109 377 -113 027 4) Cash balances 

98 401 111 701 168 772 195 567 229 947 272 753 314 033 Net loan debt 

2 232 889 2 489 718 2 788 300 3 176 064 3 561 664 3 978103 4 383 587 Gross loan debt 
2 008 274 2 260 367 2 545183 2 937 766 3 340 005 3 751 569 4 153 403 Net loan debt 

Gold and Foreign Exchange 
-231158 -193 917 -285 829 -278 078 -278 078 -278 078 -278 078 6) Contingency Reserve Account 

Composition of gross debt (excluding 

deduction of cash balances) 
88.7% 90.1% 88.5% 88.8% 89.5% 89.4% 89.4% Marketable domestic debt 
77.6% 78.3% 77.5% 78.3% 78.8% 78.6% 78.3% Government bonds 
11.2% 11.8% 11.0% 10.5% 10.7% 10.8% 11.0% Treasury bills 
00",.(, 0.0",.(, 0.0% 0.0% 0.0",.(, 0.0% 0.0% Bridging bonds 
1.7% 1.2% 1.0% 1.2% 1.1% 1.0% 0.9% 3) Non-marketable domestic debt 

90.5% 91.3% 89.6% 90.0% 90.6% 90.4% 90.3% Domestic debt 
9.5% 8.7% 10.4% 10.0% 9.4% 9.6% 9.7% 5) Foreign debt 

Total as percentage of GDP 
45.7% 48.4% 50.7% 55.4% 59.5% 62.4% 64.6% Gross domestic debl 
43.2% 45.7% 48.3% 53.2% 57.3% 60.4% 62.7% Net domestic debt 
4.8% 4.6% 5.9% 6.1% 6.2% 6.6% 7.0% Gross foreign debt 
2.2% 2.4% 3.4% 3.8% 4.2% 4.7% 5.1% Net foreign debt 

50.5% 53.0% 56.7% 61 .6% 65.6% 69.1% 71 .6% Gross loan debt 
45.4% 48.1% 51.7% 57.0% 61 .5% 65.1% 67.8% Net loan debt 

5) Valued at appropriate foreign exchange rates up to 31March2019 as at the end of each period. Forward estimates are based on exchange rates prevailing 
at 31 January 2020, projected to depreciate in line with inflation differentials. 

6) The balance on the Gold and Foreign Exchange Contingency Reserve Account on 31 March 2020 represents an estimated balance on the account. 
No provision for any profits or losses on this account has been made for subsequent years. A negative balance indicates a profit and a positive balance a loss. 
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2020 BUDGET REVIEW 

Table 11 
Net loan deb~ provisions and conti ngent llabllltles 1) 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

2009/10 2010111 2011112 2012113 2013114 2014115 2015116 
Rmi lllon 

Net loan debt 2) 673 040 820 409 989 731 1181 607 1 379 454 1584207 

Provisions 3) 81 051 73 693 98 593 116 231 134 045 160 383 
African Development Bank 8091 7 492 27 300 32 725 38063 43811 
Development Bank of Southe rn Africa 4 800 4 800 4 800 4 800 4 800 20000 
Government employee leave credits 9 762 10 815 11 266 12 316 12 924 13030 
International Bank for Reconstruction and Development 11187 10 360 11703 15935 19 407 23 579 
International Monetary Fund 47104 40 127 43 412 50 321 58 697 59786 
Multilailral Investment Guarantee Agency 107 99 112 134 154 177 
New Development Bank - - - - - -

Contingent liabiliti es 279 137 305104 345 865 436 288 494114 579153 

Guarantees 4) 139 395 160 043 164 338 224 768 288 041 327 169 
Agricultural cooperatives 94 94 94 93 93 93 
Central Energy Fund 19 - - - - -
Dene/ 1850 1850 1850 1850 1850 1850 
Development Bank of Sou/hem Africa 26370 25 713 25 554 25 497 25 635 4 030 
Eskom 5) 46 678 67 057 77 230 103 523 125125 149 944 
Foreign central banks and governments 25 - - - - -
Former regional authorities 190 154 138 124 112 105 
Guarantee scheme for housing loans to employees 154 104 64 46 26 13 
Guarantee scheme for motor vehicles - senior officials 3 3 2 1 1 1 
Industrial Development Corporation of South Africa 952 740 646 575 504 344 
Independent power producers - - - 34 356 68 345 96159 
lrrigetion boards 46 44 48 46 44 44 
Kalahari East Water Board 16 16 15 6 - -
Komati Basin Water Authority 1406 1340 1247 1190 1148 986 
Land Bank 2 500 1 750 1 ()()() 800 1 004 2005 
Lesotho Highlands Development Authority 401 227 171 132 113 82 
Nuclear Energy Corpcration of South Africa 20 20 20 20 20 20 
Passenger Rail Agency of South Africa 1 217 468 264 133 92 48 
Public-private parlnerships 10296 10443 10414 10172 10127 10107 
South African Airways 1351 1916 1300 2 238 5010 8 419 
South African Broadcasting Corporation 1000 1000 889 167 - -
South African Express - - - - 539 539 
South African National Roads Agency Umfted 12 287 18 605 19426 19 482 23866 27 445 
South African Post Office - - - - - 270 
Reserve Bank - - - - - -
Telkom South Africa 108 90 85 90 111 100 
Trans-Celedon Tunnel Authority 20 721 18 489 19886 20460 20 516 20807 
Transnet 11620 9 887 3 975 3 757 3 757 3 757 
Universfties and technikons 71 33 20 10 3 1 

Other contingent liabilities 6) 139 742 145 061 181 527 211 520 206 073 251 984 
Claims against government departments 24 064 31310 42 969 43 628 45131 48 726 
Exporl Oedit Insurance Corpcration of SA Umited 9 191 9 614 10025 12 482 13 780 15 308 
Government Employees Pension Fund - - - - - -
Post-retirement medical assistance 56000 65 348 65348 65 348 69 938 69 938 
Road Accident Fund 45366 33 547 53 919 82838 69435 109 298 
Unemployment Insurance Fund 3 728 3 315 3381 3 241 3 611 3 836 
Other 1393 1 927 5 885 3 983 4 178 4 878 

1) Medium-term forecasts of some figures ara not available and are kept constant. 
2) Debt of the central government, excluding extra-budgetary institutions and socal security funds . 
3) Provis ions are liabilities for which the payment dale or amount is uncerlain. The provisions for multilateral institutions are /he unpaid portion of government's subscription 

to these instftutions, payable on request. 
Source: Nationet Treasury 
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2016117 2017118 2018/19 2019/20 2020/21 

ANNEX "A25" - 2020 Budget Review issued by the 

National Treasury of the Republic of South Africa 
dated 26 February 2020 

STATISTICAL ANNE XURE 

Table 11 
Net loan deb~ provisions and contingent liabilities 1) 

2021/22 2022123 

689 

Rrnillion 

2 008 Z74 2 260 367 2 545183 2 937 766 3 340 005 3 751 569 4153 403 2) Net loan debt 

210 974 211 480 260 704 279 962 301 460 328 749 334 993 3) Provisions 
49 344 44119 53 855 54 350 54 387 55 502 56 506 African Development Bank 
20000 20 000 20000 20000 20 000 20000 20000 Development Bank of Southern Africa 
14 137 13 606 13496 14 373 15 221 16149 17102 Government employee leave cred ils 
26 527 23 993 29 287 28 f/J7 28 827 29418 29950 International Bank for Reconstruction and Development 
79 535 76 358 85908 86195 86 254 88 022 89614 International Monetary Fund 

193 173 21 1 213 213 218 221 Multi lateral Investment Guarantee Agency 
21238 33231 57 947 76024 96 558 119 440 121600 New Development Bank 

670 147 736 518 851 792 979 988 1 041 915 1 097 499 1164075 Contingent liabilities 

426 234 459107 525 568 555 430 550 383 535 820 516 840 4) Guarantees 
93 93 93 93 93 93 93 Agricuftura/ cooperatives 
- - - - - - - Central Energy Fund 

1850 2 430 3 430 6930 6 930 5 930 5930 Dene! 
3 993 3 975 4 256 4 481 4 572 4 663 4 734 Development Bank of Southern Africa 

202 825 250 648 285 587 297 432 296 482 295 142 291 711 5) Eskom 
- - - - - - - Foreign central banks and governments 

93 84 77 56 51 46 41 Former regional authorities 
8 6 6 6 6 6 6 Guarantee scheme for housing loans to employees 
- - - - - - - Guarantee scheme for motor vehicles - senior officials 

138 137 147 144 144 146 145 Industrial Development Corporation of South Africa 
125 766 122188 146 892 161427 163 485 155 574 141 937 Independent power producers 

38 37 36 36 34 32 30 Irrigation boards 
- - - - - - - Kalahari East Water Board 

785 619 518 427 362 297 232 Komati Basin Water Authority 
3 712 3 813 965 873 873 873 873 Land Bank 

30 3 - - - - - Lesotho Highlands Development Authority 
20 20 20 20 20 20 20 Nuclear Energy Colporation of South Africa 
- - - - - - - Passenger Rail Agency of South Africa 

10049 9580 10464 8 654 8 047 7 494 7001 Public-private partnerships 
17 819 11059 15269 17 328 8028 4 228 2608 South African Airways 

- - - - - - - South African Broadcasting Cotporation 
827 867 163 163 163 163 163 South African fJipress 

29458 30368 39 462 39919 44177 45 922 43120 South African National Roads Agency Umited 
3979 400 - - - - - South African Post Office 

- - - - - - - ReseNe Bank 
108 111 124 123 128 135 138 Telkom South Africa 

20886 18 912 14 302 13514 12 984 11 252 14 254 Trans-Celedon Tunnel Authority 
3 757 3 757 3 757 3804 3 804 3 804 3804 Transnet 

- - - - - - - Universfties and technlkons 

243 913 2T7 41 1 326 224 424 558 491 532 561 679 647 235 6) Other contingent liabilities 
29 481 31807 36001 36001 36 001 36001 36001 Claims against government depariments 
14 015 18 192 20454 18209 14 088 11060 8168 Export Credft Insurance Corporation of SA Umited 

- - - - - - - Government Employees Pens ion Fund 
69 938 69 938 69 938 69938 69 938 69 938 69938 Post-retirement medical assistance 

119830 139 204 173 559 273105 343116 415198 502 500 Road Accident Fund 
5 950 13118 20656 21689 22 773 23 866 25012 Unemployment Insurance Fund 
4 699 5152 5 618 5 616 5 616 5 616 5616 Other 

4) Amounts drawn against financial guarantees, inclusive of revaluation adjustments on inflation~inked bonds and accrued interest. Numbers prior to 2018119 exclude revaluation 
adjustment on Inflation-linked bonds. 

5) These estimates are based on Eskom's current structure. 
6) Other contingent liabilities as disclosed in the consolidated financial statements of departments published annually by the National Treasury. 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 837) 

ANNEX " A28" - Minutes of a Special PSCBC 

Council Meeting held on 17 March 2020 at 15:50 

PSCBC 
,UBI.IC SERVICE C0.01'01NATIN0 IJAAGAINIHO COUNCR. 

MINUTES OF THE PSCBC SPECIAL COUNCIL MEETING HELD ON 17 MARCH 2020 AT THE 

PSCBC OFFICES, 260 BASDEN AVENUE, LYITELTON, CENTURION 

1. OPENING AND WELCOME 

The Chairoerson, Ms. Ingrid Dimo welcomed all parties present and declared the meeting open at 

15H50 

2. ATTENDANCE AND APOLOGIES 

The attendance register was circulated, signed and is attached hereto. 

3. CONFIRMATION OF AGENDA 

Labour proposed that item 4 uReview of Clause 3.3 of PSCBC Resolution 1 of 2018" be changed to 

·1mplemontation of PSCBC Resolution 1 of 2018 ''. 

The Employer accepted the request provided that the discussions will be in the context of the letter 

that they have sent to the Secretariat. 

The agenda was adopted with item 4 changed to "Implementation of PSCBC Resolution 1 of 2018". 

4. IMPLEMENTATION OF PSCBC RESOLUTION 1OF2018 

The Employer indicated that they had received a letter from the Secretariat request ing confirmation 

of the CPI% to be used for the 2020/2021 cost of living adjustment. They requested that they be 

allowed to provide a recap of the presentation that was made in the Council meeting of 25 February 

2020 to give context to their request, and discussions would follow thereafter. 

Labour accepted the request. 
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ANNEX "A28" - Minutes of a Special PSCBC 

Council Meeting held on 17 March 2020 at 15:50 

The Employer recapped the presentation that was made in the Council meeting of 25 February 2020. 

Subsequent the presentation, the Employer requested that the discussion that was held on 25 

February 2020 be revisited. They indicated that they did not get the opportunity to present their 

proposal in its entirety given the outright rejection of the presentation that was made on the day. 

They also indicated that the R30.2 billion deficit still exist and this makes it difficult for the State to 

afford the last leg of PSCBC Resolution 1 of 2018 "the Agreemenr. They brought the matter before 

Council in terms of clause 11 of the Agreement for parties to engage on the review of clause 3.3. 

Labour requested the Employer to pronounce the projected CIP as per the Agreement and to be 

clear in terms of what they are proposing. 

701 

The Employer indicated that the projected CPI was 4.4%. They proposed that the current 10 

(2019/2020) public service salaries be maintained for the 2020/2021 financial period. 

Parties deliberated the matter at length. 

Labour indicated that in the Council meeting of 25 February 2020 they rejected the Employer request 

to review clause 3.3 of the Agreement and the matter was closed. Today they expected the Employer 

to pronounce the projected CPI and to confirm the salary increases for public servants. They have 

~een answered, the Employer has pronounced the projected CPI and they have proposed a 0% 

salary increase for public servants. 

Labour indicated that they are not prepared to review the Agreement. They expect the Employer to 

implement the last leg of the Agreement with the projected 4.4% CPI. Failing which , they will invoke 

the dispute resolution process provided for in the Agreement. 

The Employer noted Labour's position. They indicated that the Agreement can be reviewed by 

agreement of parties; hence their request. They have indicated that they cannot afford the last leg 

of the Agreement and they have requested Labour to come to the table to engage on how to 

overcome the problem. They have understood that Labour may not be ready to engage today and 

they have proposed follow-up sessions going forward. 

PSA and HOSPERSA together with their acting together unions rejected the 0% wage increase as 

proposed by the Employer. They demanded that clause 3.3 of the Agreement be implemented by 

20 
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Council Meeting held on 17 March 2020 at 15:50 

01 April 2020, with the projected 4.4% CPI pronounced by the Employer. Failing which, they will 

have to consider their options. 

The Employer noted and appreciated the concerns raised. They indicated that they requested the 

meeting to substantiate their request for a review of clause 3.3 of the Agreement; therefore, they do 

not have a mandate on PSA and HOSPERSA's request. They would have to escalate the request 

to their principals. 

Labour maintained their position and indicated that there would be no need for follow-up sessions. 

The Employer noted the position and indicated that they would still be available for engagement 

should Labour wish to come back to the table. 

5. CLOSURE 

The Chairperson thanked parties for their participation and declared the meeting closed at 18h22. 

FRIKKIE DE BRUIN 

GENERAL SECRETARY 

INGRID DIMO 

CHAIRPERSON 

c~ 

1fwi 3 
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ANNEX "A29" - Minutes of a Special PSCBC 

Council Meeting held on 25 March 2020 at 13:25 

PSCBC 
PUBLIC Sf ftVIC! CO.Ol'l:OINATINO l!I A.ftOAINING COUNCn. 

MINUTES OF THE PSCBC SPECIAL COUNCIL MEETING HELD ON 25 MARCH 2020 AT THE 

PSCBC OFFICES, 260 BASDEN AVENUE, LYTTEL TON, CENTURION 

1. OPENING AND. WELCOME 

The Vice Chairoerson - Labour, Mr. Casper Nanto welcomed all parties present and declared the 

meeting open at 13h25. 

2. ATTENDANCE AND APOLOGIES 

The attendance register was circulated , signed and is attached hereto. 

Apologies: 

Mr. Frikkie De Bruin 

Ms. Ingrid Dime 

General Secretary 

Chairperson - running late 

3. CONFIRMATION OF AGENDA 

The Vice Chairperson - Labour indicated that he has vested interest on the matters on the agenda. He 

requested parties to consider this issue in their contemplation of the agenda. 

Noting the nature of the issues on the agenda and the challenge of the Vice Chairperson - Labour; 

Labour indicated that the meeting would be best steered by a neutral person to dispel concerns that 

maybe be raised around the neutrality the person chairing. They proposed that the agenda be adopted 

as presented and thereafter the meeting ajourn to be reconvened when the Chairperson has arrived. 

The Employer supported the proposal. 

The agenda was adopted as presented. 
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The meeting adjourned at 13h34 and was reconvened upon the Chairperson's arrival at15h30. 

The Vice Chairperson - Labour handed over to the Chairperson, Ms. Ingrid Dimo who welcomed all 

parties present and proceeded with the meeting. 

4. IMPLEMENTATION OF PSCBC RESOLUTION 1OF2018 

The Employer acknowledged the concern around the manner in which departments were responding 

to the Covid-19 outbreak in terms of providing precautionary measures and protective equipment to 

ensure the protection of employees, and the public in the front desk environment. 

They indicated that each department has put measures in place to manage the process. However, 

given the challenges in terms of compliance , the DG of the Department of Public Service and 

704 

Administration (DPSA) has written to the DG of the Department of Employment and Labour (DEL) 10 

to request him to consider sending out inspectors and occupational health specialists to frontl ine 

offices to observe and enforce the measures where necessary. 

The lockdown does not necessarily mean a shutdown of government services. Essential services 

will still continue although scaled down. There are also services that have been identified as critical 

but not classified as essential (e .g. payroll, supply chain and IT services) , these services will continue 

as well . The Minister of Public Service and Administration (MPSA) has issued directions to 

departments on the implementation of the preventative measures that have been pronounced. 

The Department of Health (DoH) was in the process of finalising the establishment of a nerve centre 

to rapidly response to the challenges at departmental level. 

The Employer proposed that the inadequacies identified in the process be dealt with jointly by the 20 

parties. They also proposed that challenges experienced at departmental level be escalated to the 

PSCBC Covid-19 Committee, with specifics. The Committee will then feed the information to the 

nerve centre where appropriate actions will be taken. 

Labour indicated that it does not assist for the Employer to propose a joint effort on the matter when 

after engagements they go and do the opposite of what has been agreed upon. DPSA is busy issuing 

circulars whilst engagements are still unfolding. The MPSA also pronounced in the media that the 

circular will be issued in consultation with Labour, but they were not consulted on the circular that 

has been issued. 

<::JN 
.->.~ 
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In the PSCBC Covid-19 Committee meeting of 19 March 2020 they had raised concerns around the 

shortage of personal protective equipment (PPE), sanitisers etc. and proposals were made to the 

Employer on how to better manage the process. The Employer committed that the proposals will be 

considered by their legal teams and that feedback will be provided. Today no feedback is being 

provided. 

The lockdown will have an impact on public transport as well and there may be employees in 

essential and critical services who would be faced with transport challenges to get to work. Nothing 

is being said on how this will be addressed and at the end of the day it would be employees who 

would be blamed for not being able to get to work. 

705 

There are critical issues with regard to the 21 days lockdown. There needs to be clear guidelines on 10 

how these will be treated. Other departments have indicated that the days will be deducted from 

employees' leave days, and others are keeping quiet on the matter. It is easy for the Employer to 

refer people to Regulation 51, which is implemented inconsistently by departments. 

Is the concept of a lockdown understood by all on the side of the Employer? Personal assistants and 

secretaries of managers are being forced to come to work during the lockdown. 

Reports are coming from the Department of Correctional Services that there are no PPEs, sanitisers 

etc. This is one of the critical departments that should be seriously considered, should one inmate 

or employee be infected, the whole prison will have to be put under quarantine, and this will have 

serious implications to the State in terms of manpower and resources. 

The DoH is also one of the critical departments with staff shortages. It is likely that certain employees 20 

from this Department will be required to work overtime. The Department has pregnant nurses who 

are concerned that they would be exposed to infections should they be required to nurse infected 

patients. Employees are also requesting clarity on whether the following will be provided: 

Transport for nurses to go to work; 

Meals in respect of those nurses who will be working overtime and confined to a particular 

space due to the nature of their work; 

The extension of danger allowance to nurses given the inherent risks. 

There are boarders that have been close and it is not clear what has happened to employees who 

were stationed there. 
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There is now the introduction of the so called "critical services"; this is causing confusion as no 

guidance has been given as to which jobs fall within this category of services. Instead, it is left to the 

heads of departments to decide which jobs are critical. 

The Country is in a crisis to the extent that a lockdown has been declared. DPSA should be taking 

the lead on behalf of the State in terms of the implementation of the measures to contain the spread 

of the virus. It is a cause for concern that DPSA chose to outsource their responsibilities to 

departments at the time like this. 

The lockdown is coming into effect tomorrow evening and police officers are expected to be at the 

forefront of enforcement. Majority of these officers do not have safety equipment and yet they will be 

expected to render their services. 

Labour further enquired if there were mechanisms that DPSA has put in place to check whether the 

measures that have been communicated are being implemented? 

The Employer noted the submissions made. They maintained that it was important for parties to work 

together in managing the spread of the virus. They indicated that the inputs that Labour gave in the 

PSCBC Covid-19 Committee meeting were taken into consideration and most of them have been 

incorporated in the various directions that have been issued thus far. They also indicated that by the 

end of the meeting a direction on special leave for Covid-19 should have been issued by the MPSA. 

Certain issues are specific to individual employees and they would be best addressed at the level of 

the department as opposed to centrally. Specifics should be provided in respect to the issues raised 

706 

10 

around transport, pregnant employees, secretaries and personal assistants so that engagements 20 

can be taken up with the relevant departments. 

There is a process in place for the identification of danger allowance categories. For the purpose of 

the meeting, they do not have a mandate on dander allowance in relation to Covid-19. 

They may not at this stage have a mechanism to monitor the implementation of the measures put in 

place; this is something that they would take back to ensure that a structure or a process is put in 

place in this regards , 

Parties deliberated the matter at length. 
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Labour indicated that in their view the PSCBC Covid-19 Committee will not assist the process. They 

have raised concerns and gave inputs to the Employer, which have not been considered in the 

circulars that have been issued thus far. Therefore, the Employer can continue to issue circulars as 

they are convinced that this is the best approach to manage the process. On their side, they will 

advise and defend their members accordingly. 

The Employer reiterated their view that the matter can be best addressed through a collaborated 

effort by both parties. They indicated that they have reported that departments have put measures 

in place, and they have acknowledged that some of these measures may not be perfect. They have 

also proposed that parties work together through the PSCBC Covid-19 Committee to improve where 
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necessary. Furthermore, they have stated that the DoH was in the process of finalising the 1 o 
establishment of a nerve centre to respond to issues as they arise. 

Labour maintained their position. 

The Chairperson advised that the COVID 19 working committee cannot be dissolved as there are 

many means which parties can use to deal with the process. 

5. IMPLEMENTATION OF PSCBC RESOLUTION 1 OF 2018 

Prior to the Employer opening discussions on the matter, Labour raised a concern that a 

correspondence was sent to their principals indicating that they were refusing to engage the 

Employer on the matter at the level of Council. The same statement came out in a meeting between 

their principals and the MPSA. 

In the Council meeting of 25 February 2020 the Employer requested to place the item "Management 20 

of the Public Service Wage Bitr on the agenda. Despite their reservation they agreed to the request 

and listened to the Employer's presentation. The Employer requested the review of clause 3.3 of 

PSCBC Resolution 1 of 2018 (the Agreement), according to them the State could not afford the last 

leg of the Agreement. They rejected the request as it came on the eve of the budget speech, and 

the timing was all wrong because few days were remaining towards implementation. 

They requested the General Secretary of the PSCBC to write to the Employer and request 

confirmation of the projected CPI to be used in the salary adjustments for the 2020/2021 period. The 

General Secretary wrote to the Employer as requested . In their response, the Employer requested 
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that a response be provided in a special Council meeting. They agreed to the request and the Special 

Council meeting was convened on 17 March 2020. 

In the said special Council meeting, the Employer gave a recap of the presentation that they made 

on 25 February 2020 and pronounced the projected CPI to be at 4.4%. The Employer also proposed 

that the current public sector salary levels be maintained for th'e 2020/2021 financial period . They 

rejected the proposal. 

It was incorrect of the Employer to suggest that Labour at this level is refusing to engage on the 

matter. They have engaged the Employer twice on the matter and they have rejected the Employer's 

proposals in both occasions. Their rejection of the Employer's proposals should not be construed as 

a refusal to engage. 

The Employer noted the submission made. They indicated that following the frustrations resulting 

from Labour's rejection of their proposals and the desperate state of the economy, they issued a 

letter to their principals to update them on the developments at Council and to request a facilitated 

process. They acknowledged that the letter could have been interpreted as suggesting that parties 

were not talking to each other on the matter. They apologised for the misrepresentation of the 

situation and withdrew their request for a facilitated process. 

They requested that they be allowed to present their proposal on the matter, if the explanation 

provided was accepted. 

Labour accepted the request. 

The Employer indicated that they were commitment to implementing the Agreement. 

They proposed the implementation of the projected 4.4% CPI limited to employees on salary levels 

1 to 8. The proposal to be funded through the suspension of pay progression for the year and related 

funds to be redirected towards the implementation of the proposal. 

They indicated that there will be a shortfall as the funds for pay progression will not be sufficient to 

cover the full 4.4%. They proposed that capped leave be considered as a modality to offset the 

shortfall. 

They proposed implementation of the 4.4% to be as follows: 

A 3% once off non-pensionable gratuity; 

6 
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The remaining 1.4% to be covered through the granting of capped leave, which would be 

redeemable at retirement. 

The Employer gave a presentation to clarify their proposal in terms of the figures. 

Labour noted the proposal and raised clarity seeking questions, which the Employer responded to. 

Labour indicated that the Agreement covers employees from salary levels 1 to 12: however, the 

Employer's proposal focuses only on salary levels 1 to 8, what about the other levels? The proposal 

is also silent on the 1.0% and the 0.5% additional to the projected CIP in respect of salary levels 1 

to 7 and 8 to 10, respectively. 

The Employer requested a caucus. 
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Labour requested the Employer to consider the following in their caucus and provide them with 10 

figures for the past 12 months: 

The money spent by ministers to appoint advisors; 

The money spent on consultants; 

The money spent on attorneys to attend simple cases; and 

The money spent on outsourcing. 

From the caucus, the Employer indicated that they could not source the requested figures as the 

officials responsible have already knocked off. They indicated that employees on salary levels 9 and 

12 are on a higher earning bracket and extending the arrangement to them would take up a larger 

portion of what is available. However, if the suggestion is to include these levels in the arrangement 

they will see how that can be achieved within what is currently available. 

They also indicated that they can only manage to compensate for the 4.4% projected CPI. 

Incorporating the additional 1.0% and 0.5% into the arrangement will inflate the cost. 

Labour indicated that in their view, there was no increment in terms of what has been proposed. The 

Employer was simply asking employees to use their own pay progression to fund their increase. 

They requested the Employer to pronounce whether they will implement clause 3.3 of the Agreement 

or not. 

20 
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The Employer indicated that they have been on course in terms of implementation of the Agreement. 

However, they have realised that there will be difficulties in implementing the last leg of the 

Agreement. They came to Council to present the challenges in the process and they have proposed 

a different modality to implement the last leg of the Agreement. They pleaded with Labour to consider 

their proposal. 

Labour rejected the Employer's proposal and indicted that the Agreement still stands and binds the 

Employer. They pleaded with the Employer to go and work on the cost drivers that they have 

highlighted in order to realise savings. 

Labour indicated that in their view, the Employer was not going to implement clause 3.3 of the 

Agreement; therefore, they will follow the dispute resolution mechanism provided for in the 1 O 

Agreement. 

The Employer reiterated their plea for Labour to consider their proposal. 

Parties could not reach a consensus on the matter. 

6. CLOSURE 

The Chairperson thanked parties for their participation and declared the meeting closed at 21h17. 

VALENCIA KOLA 

SNR MANAGER COLLECTIVE BARGAINING 

INGRID DIMO 

CHAIRPERSON 
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This special adjustments budget sets out government's initial economic and fiscal response to 
COVID-19. It fast-tracks normal processes to provide resources to frontline services, provincial and 
local government, and firms and households, with a focus on the most vulnerable South Africans. 
It also underlines our commitment to stabilise the public finances and enact reforms that will 
promote trade, investment and job creation. 

The oft-overused word "unprecedented" is appropriate in this case. The pandemic is expected to 
lead to the sharpest global economic downturn since the Second World War and the biggest 
overall decline in countries' per capita incomes in 150 years. In 2020, the output of developing 
economies is expected to contract for the first time in at least 60 years. 
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The pandemic has had a profound impact on South Africa. The economy is expected to contract by 10 
7.2 per cent this year. All economic sectors have experienced a sharp downturn and small 
businesses in particular face extreme pressure. Millions of jobs are at risk - and millions of 
households are experiencing increased hardship. Tax revenue projections are down sharply. 
Moreover, the epidemiological path and economic consequences of the pandemic are both highly 
uncertain and evolving rapidly, necessitating rapid adjustments in policy and forecasts. 

Over the past three months, government has prioritised public health to save lives. It also took the 
difficult step of severely restricting economic activity at a time when GDP growth was already 
weak. South Africa's RSOO billion fiscal relief package is designed to help households and 
businesses to weather the short-term effects of the crisis. 

For several years, the National Treasury has been warning that an absence of fiscal space would 20 
leave South Africa vulnerable to external shocks. That risk is now a reality. At the time of the 
2020 Budget, economic growth was already low and the fiscal position had deteriorated 
significantly. South Africa has begun heading into a debt spiral. 

Government is spending far more than it collects in revenue. As a result, debt has mushroomed. A 
failure to halt and reverse this pattern will harm the livelihoods of South Africans for many years 
to come. Left unchecked, the interest payments on that debt will become one of government's 
largest expenditure items over the medium term. An ever-increasing share of tax revenue will not 
go to hospitals, schools or social grants - instead, it will be transferred to bondholders. 

Cabinet has resolved to reverse this pattern. The process of preparing the 2021 medium-term 
expenditure framework kicks off next month. The forthcoming spending framework will include 30 
major adjustments to stabilise debt and narrow the budget deficit. 

This document is a bridge to the October 2020 Medium Term Budget Policy Statement, which will 
set out Cabinet's proposals to strengthen the public finances and to accelerate economic growth 
in the context of a changed global economy. 

I wish to thank Cabinet, the Minister and Deputy Minister of Finance, the Budget Council, the 
Technical Committee on Finance and my colleagues across government for their participation in 
the adjustments budget process. The hardworking staff of the National Treasury has again shown 
dedication and professionalism under difficult circumstances to formulate this adjustments 
budget. My sincere thanks to the entire team for continuing to execute their constitutional 
mandate. 40 

D~gajane 
Director-General: National Treasury 
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Building a bridge to recovery 
beyond COVID-19 

In brief 

• Government has responded to the COVID-19 pandemic with large-scale economic relief measures. Support is 
targeted at the most vulnerable South Africans. These steps will also build the capacity of the public health 
system to respond to the pandemic. 

• The National Treasury expects the economy to contract by 7.2 per cent in 2020. Households and firms are 
grappling with the combined effects of economic restrictions and the continued spread of the virus. 

• The public finances, which had reached an unsustainable position before the pandemic, are now dangerously 
overstretched. 

• This special adjustments budget is a bridge to the October 2020 Medium Term Budget Policy Statement 
(MTBPS). Over the next several months, government will prepare a set of far-reach ing reforms. Determined 
implementation of these measures will stabil ise publ ic debt, contain the budget deficit, and fully restore 
economic activity to build confidence, increase investment and promote job creation. 

I Overview 

T his special adjustments budget has a dual purpose. It reports on the 
COVID-19 fiscal measures, and the resulting adjustments to the 
division of revenue and departmental allocations. It also sets out 

government's commitment to strengthen the public finances, and to 
position the economy for faster and inclusive growth. 

Public spending priorities as proposed in the 2020 Budget have been 
reordered in response to the coronavirus pandemic. Government has 
prioritised saving lives, and took the difficult step of severely restricting 
economic activity at a time when GDP growth was already weak. The scale 
of the crisis, and the continued uncertainty of epidemiological and 
economic outcomes, have required rapid decisions in response to fast-
changing conditions. South Africa, like other middle- and low-income 
countries without large savings, has to balance essential public-health 
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Insurance Fund had provided R23 billion in COVID-19 relief to over 
4.7 million workers. 

To the greatest extent possible, the balance sheets and operational 
capacity of the broader public sector have been adjusted to form part of 
the national response. These include state-owned companies, the social 
security funds and public entities such as the National Health Laboratory 
Service and the South African Social Security Agency. The National Treasury 
and the Reserve Bank have coordinated fiscal and monetary policy 
responses. 

Government has strengthened its working partnership with the private 
sector in response to the national emergency. The private health sector has 
made valuable contributions, providing critical care beds at a favourable 
rate and complementing efforts to ramp up testing. The Solidarity Fund, a 
private-sector initiative, has augmented government's efforts to procure 
medical and personal protective equipment. To support economic rel ief 
efforts, nearly R12 billion in debt relief has been extended to over 124 000 
small and medium-sized enterprises by the banking sector. Commercial 
banks have also granted 90-day payment holidays to more than 2 million 
clients for relief totalling R16.5 billion to date. Initiatives such as the 
Sukuma Relief Programme and the South African Future Trust are 
providing interest-free loans and grants to small and medium-sized firms. 

In the context of a sharp economic downturn in developing countries, 
international finance Institutions have announced a range of support 
mechanisms. Government intends to borrow US$7.0 billion from 
multilateral finance institutions for its pandemic response. Th is includes a 
US$1 billion loan from the New Development Bank. As a member of the 
International Monetary Fund (IMF), South Africa intends to borrow 
US$4.2 billion through the IMF's rapid financing instrument, which is a low
interest emergency facility. 

I Decline or renewal? 

The drift into a debt spiral 

South Africa's pre-pandemic economic outlook was weak, with GDP 
growth averaging 1.3 per cent between 2020 and 2022. The steep 
economic contraction associated with COVID-19 will put greater pressure 
on trade, investment and employment. Without swift and effective fiscal 
policy action, a recovery in economic growth once the pandemic has 
subsided will be insufficient to stabilise debt. 

The recent sovereign rating downgrades by S&P Global Ratings, Moody's 
and Fitch highlight the perils of inaction. Between March and April, the 

720 

10 

20 

30 

rand depreciated more sharply than comparable developing-country 40 
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currencies. Long-term government yields are above end-2019 levels, which 
means that government borrowing costs are higher. The steepness of the 
yield curve indicates investor concerns about fiscal sustainability. 

If debt does not stabilise, government will be unable to borrow at 
affordable rates. This would in turn impede the ability of firms to invest 
and create jobs. It would also discourage households from making long
term financial commitments. In this environment, government could not 
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raise sufficient tax revenues to sustain current spending levels and service 
its debt obligations. In time, this would lead to an unravelling of the social 
gains of the past 26 years. 

If this spiral is not halted and reversed, it is likely that some state-owned 
companies and public entities will collapse, triggering a call on guaranteed 
debt obligations. Failure to substantially reduce costs, address long
standing governance failures, prosecute state-capture participants and 
undertake profound operational reforms has contributed to already 
unsustainable financial positions in many public-sector institutions. The 
pressure on public finances requires fundamental changes to the manner 
in which government supports these institutions, and such reforms will be 
implemented in the near term. 

In the short term, the most important step to avoid these outcomes is to 
restore economic activity as soon as possible. The steps that government 
and the private sector are taking to limit the spread of the virus, along with 
the fiscal relief package and the phased relaxation of economic restrictions, 
will enable the economy to restart. 

An active approach to forge a new economy 

In his 21 April address to the nation, the President stated that government 
is "resolved not merely to return our economy to where it was before the 
coronavirus, but to forge a new economy in a new global reality". This 
requires bold, forthright and determined thinking and action to stabilise 
debt, increase the efficiency and composition of public spending, and 
unlock economic growth through reforms. 

Cabinet has endorsed a 2021 budget process that moves towards debt 
stabilisation. The 2020 MTBPS will set out plans to narrow the deficit so 
that debt peaks at 87.4 per cent of GDP by 2023/24. An expanded 
partnership between government, business, labour and civil society is 
needed to agree on and implement far-reaching economic reforms. 

To illustrate the policy outcomes that South Africa confronts, the National 
Treasury has prepared two scenarios. In the passive scenario, debt 
continues to rise, and debt-service costs outstrip spending on social and 
economic priorities. In the active scenario, government acts rapidly to 
stabilise debt by reducing spending and enacting economic reforms. The 
scenario discussions in this document reflect these approaches. 

Cabinet has endorsed the active-scenario approach to stabilise debt and 
grow the economy. To promote fiscal consolidation, preparation of the 
2021 medium-term expenditure framework (MTEF) will be informed by the 
results of forthcoming public expenditure reviews. Government's 
consultations on the MTEF, which begin next month, will also be guided by 
the principles of zero-based budgeting, in which departmental expenses 
must be justified, and accompanied by rigorous analysis. The 2021 MTEF 
will assume necessary revisions to the public-service wage bill. 

Cabinet has also determined the following: 

• Government will ensure sufficient capacity In frontline services -
health, social protection and municipal services - to manage the 
evolution of COVID-19. 
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• The central fiscal priority over the medium term is debt stabilisation, 
which will require large spending and revenue adjustments. The 
manner in which this is done will affect growth. Cabinet has reiterated 
support for the proposed public-service wage bill reductions 
announced in February, which will improve the composition of 
spending. 

• To reverse the decline in per capita incomes, the 2020 MTBPS will set 
out economic reform proposals focused on the underlying structure of 
the economy. These aim to reduce the cost of doing business. 
Government will take steps to improve the competitiveness of the 
economy by reducing the dominance of state-owned companies in 
network industries, and support new and existing sectors with large
scale job creation potential. 

I The special adjustments budget 

The Public Finance Management Act (1999), read together w ith the Money 
Bills and Related Matters Act (2009), empowers the Minister of Finance to 
table an adjustments budget in the National Assembly when necessary. 
Government normally tables an adjustments budget with a revised fiscal 
framework, a division of revenue amendment bill and an adjustments 

10 

appropriation bill in October. 20 

The fiscal and economic impact of the national state of disaster declared 
as a result of the COVID-19 pandemic has made it necessary to table the 
present adjustments budget, published as the 2020 Supplementary Budget 
Review, in June. A second adjustments budget is expected to be tabled in 
October. 

The document is structured as follows: 

• Chapter 2 sets out changes to the division of revenue and in-year 
spending plans. 

• Chapter 3 discusses the initial impact of COVID-19 on the economy, and 
provides a revised economic outlook for 2020. 30 

• Chapter 4 outlines the medium-term fiscal implications of the active 
scenario adopted by Cabinet, with a focus on debt stabilisation. 

• Annexure A is the explanatory memorandum to the Division of Revenue 
Amendment Bill. 

• Annexure B is the explanatory memorandum to the Adjustments 
Appropriation Bill . 
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Revisions to in-year spending plans 
and the division of revenue 

In brief 

• Since the tabling of the 2020 Budget, in-year spending priorities have changed significantly due to the emergence 
and spread of COVID-19. 

• This special adjustments budget revises government's spending plans for 2020/21 in line with the fiscal relief 
package announced in April 2020. Consolidated spending for 2020/21 has been revised from Rl.95 trillion as tabled 
in February to R2.04 trillion, main ly due to additional funding of R145 billion allocated for government's COVID-19 
response. 

723 

• Net in-year suspensions of spending amounting to Rl00.9 billion have been implemented for national departments, 10 
provinces and local government. Further suspensions may be announced Jn the October 2020 Medium Term Budget 

Policy Statement (MTBPS). 

• Provinces w ill reallocate at least R20 billion to the COVID-19 response in their own budgets. 

I Overview 

Since the 2020 Budget, responding to the COVID-19 pandemic has 
become government's central priority. The crisis has required 
frontline functions - primarily health, peace and security, and social 

development-to focus and scale up their efforts. Other departments have 
been required to reprioritise funding to complement these efforts and roll 
out their own responses. At the same time, restricted economic activity 
has caused sharp declines in revenue across general government. 

This special adjustments budget outlines immediate revisions to the 
2020/21 spending plans set out in the 2020 Budget Review. More details 
will be presented in the October 2020 MTBPS. 

20 

7 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 862) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

724 

2020 SUPPLEMENTARY BUDGET REVIEW 

8 

Elements of the COVID-19 fiscal relief package 

In April, government announced a RSOO billion relief package to support 
the economy, and to provide a safety net for households and businesses to 
cushion the impact of restrictions on economic activity. The measures are 
temporary and provide support where it is needed most. Government aims 
to spend these funds efficiently and effectively, avoiding waste. 

While government moved quickly to redirect funding to support COVID-19 
interventions, the trajectory and effects of the virus remain highly 
uncertain. In this context, government is adjusting the allocation of funding 
to respond to new data and accompanying adjustments to policy. The 1 O 
allocation of funding in this special adjustments budget reflects the 
reorganisation of the initial package proposed in April based on 
subsequent shifts in spending needs related to COVID-19. 

Funding has been secured by shifting resources from existing programmes 
and drawing down surplus funds from institutions such as the 
Unemployment Insurance Fund (UIF). Budget allocations across national, 
provincial and local government fund R145 billion of government's 
response. Details of departmental allocations are provided in the 
Explanatory Memorandum to the Adjustments Appropriation Bill 
(Annexure B). 

Table 2.1 Main budget non-interest expenditure increases 
R million 2020/21 

Support to vulnerable households for 6 months 

Health 

Support to municipalities 

Other frontline services 

Basic and higher education 

Small and informal business support, and job creation 
and protection 
Support to public entities 

Other COVID-19 interventions 

Allocated for COVI0-19 fiscal relief package 

Land Bank equity investment 

Provisional allocations for COVID-19 fiscal relief 

Total 
Source: National Treasury 

40 891 

21544 

20034 

13 623 

12 541 

6 061 

5 964 

1 766 

122 425 

3000 

19 575 

145 000 

Various functions have different timeframes for implementing 
interventions; as a result, R19.6 billion is provisionally set aside, mainly for 
job creation and protection. Some interventions will be phased in through 

20 

30 

upcoming budget announcements, including the October 2020 MTBPS and 40 
the February 2021 Budget Review. 

Rollout has been rapid in programmes that use existing infrastructure, such 
as the child support grant and tax relief programmes. In contrast, those 
such as the social relief of distress grant have taken somewhat longer to 
reach recipients. The COVID-19 loan guarantee scheme had provided more 
than R10 billion in loans to businesses for operational expenses by 13 June. 
Amendments to improve access to the scheme will be enacted, including a 
"business restart loan". 

Because the required health response is larger than originally anticipated, 
R21.5 billion is allocated to the function. In addition, resources will be 50 
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provided through internal reprioritisation in the education sector to fund 
COVID-19-related spending and catch-up programmes in the basic and 
higher education and training sectors. 

Local government support of R20 billion is provided for, including an 
increase of Rll billion in the local government equitable share. A number 
of public entities, including South African National Parks and the Passenger 
Rail Agency of South Africa, require substantial support to replace revenue 
lost during the lockdown and prevent large job losses. 

Over the next several months, further spending pressures are likely to 
emerge. Accordingly, the unallocated portion of R19.6 billion is set aside as 
a provisional allocation towards the COVID-19 response. 

I In-year spending adjustments 

Main budget non-interest spending has increased by a net R36 billion in 
the current year. This amount consists of R145 billion added to spending 
for the fiscal response to the pandemic. This amount is partially offset by 
R109 billion from the items shown in Table 2.2. The expenditure ceiling, 
which excludes adjustments to the skills development levy, Increases by 
R44.1 billion in 2020/21 compared with the 2020 Budget estimate. 

Table 2.2 Revisions to main budget non-Interest expenditure 
R million 2020/21 

Main budget non-interest expenditure (2020 Budget Review) 

Proposed upward expenditure adjustments 

Proposed downward expenditure adjustments 

National departments' baseline suspensions 

Repurposing of provincial equitable share 

Provincial conditional grant suspensions 
Local government conditional grant suspensions 

Other adjustments 

National Revenue Fund payments 

Downward revisions to skills development levy 

Lower skills development levy due to 4-month holiday 

Revised non-interest expenditure 

Change in non-interest expenditure from 2020 Budget 

Source: Notional Treasury 

1536724 

145 000 

-100 885 

-54 403 

-20 000 

-13 848 
-12 633 

·8109 

13 

-2122 

-6000 

1572 730 

36006 

Most of the targeted reprioritisation is provided by a R80.9 billion 
temporary suspension of baseline allocations. This suspension consists of 
R54.4 billion in national departmental allocations, R13.8 billion in 
provincial conditional grants and R12.6 billion in local conditional grants. 
Provincial suspensions include R20 billion funded from the provincial 
equitable share. Further suspensions will be considered as additional 
COVID-19 spending pressures emerge. These will be effected in the 
October adjustments budget. 
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The Land and Agricultural Development Bank of South Africa holds 29 per cent of South Africa's agricultural debt. The 
bank's main source of revenue - net interest income - has declined over several years because lending rates have not 
increased alongside rising funding costs. The cost of funding increased as the Land Bank tried to reduce liqu idity risk 
caused by the mismatch in its long-dated assets and short-term liabilit ies. In addition, impairment charges have been 
increasing, primarily due to persistent drought, further reducing profitability. 

In January 2020, Moody's downgraded the Land Bank's credit rating, citing its deteriorating financial position, a 
constrained agricultural sector and fiscal constraints that may reduce financial support. 

The downgrade led to a significant liquidity shortfall as numerous investors did not refinance debt. Despite government 

726 

guarantees of R5.7 billion, the Land Bank could not raise adequate funding and defaulted on its debt obligations on 1 O 
1 April 2020. The National Treasury is supporting the Land Bank and its corporate finance advisors as it engages its lenders 
to negotiate solutions to its default position and craft a long-term restructuring plan to ensure sustainability. 

The Land Bank seeks an emergency liquidity bridge facility of R3 billion while the restructuring plans are finalised . 
Government is allocating R3 billion as an equity investment to recapitalise the Land Bank, enabling the settlement of this 
facil ity. The restructuring plan w ill inform possible further funding requirements to ensure the Land Bank's sustainability. 

I Updated fiscal framework for 2020/21 

As outlined above, government's R145 billion COVID-19 response is 
sourced mainly from within existing allocations for 2020/21. This includes 
R109 billion in temporary suspension of baseline allocations and 
adjustments to the skills development levy. The balance of R36 billion is 20 

lTAXI 
CCC 
CCC 
CCC 
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financed through an increase in the main budget deficit. 

Main budget fiscal framework 

Table 2.3 summarises spending financed from the National Revenue Fund. 
Main budget revenue is projected to decline as a share of GDP from 
26.2 per cent in 2019/20 to 22.6 per cent in the current year. 

Table 2.3 Main budget framework 
2019/20 2020/21 

R billion/percentage of GDP Preliminarv Budi?et 2020 Revised 

Main budget revenue 1345.3 1398.0 1099.5 
26.2% 25.8% 22.6% 

Main budget expenditure 1690.6 1 766.0 1809.2 

32.9% 32.5% 37.2% 
Non-interest expenditure 1485.8 1536.7 1572.7 

28.9% 28.3% 32.4% 

Debt-service costs 204.8 229.3 236.4 

4.0% 4.2% 4.9% 

Main budget balance -345.3 -368.0 -709.7 

-6.7% -6.8% -14.6% 

Primary balance -140.5 -138.7 -473.2 

-2.7% -2.6% -9.7% 
Source: Notional Treasury 

Main budget expenditure is projected to increase to 37.2 per cent of GDP 
in 2020/21, reflecting support provided to state-owned companies in the 
2020 Budget, COVID-19 spending and higher debt-service costs. 

Projected tax revenue shortfalls, lower GDP and higher spending as a result 
of the pandemic will lead to a significant increase in the main budget deficit 
in the current year. The main budget deficit, estimated at 6.8 per cent of 
GDP in the 2020 Budget, is now projected to reach 14.6 per cent of GDP. 
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The primary deficit - the difference between revenue and non-interest 
spending - widens to 9.7 per cent of GDP in 2020/21. 

I Revisions to main budget spending plans for 2020/21 

In preparing this special adjustments budget, the National Treasury and 
national departments recognised that certain spending commitments 
agreed to in the 2020 Budget can no longer be accommodated in the 
current economic context. Certain projects and programmes will also be 
postponed. 

Table 2.4 shows major revisions to non-interest spending for 2020/21, 
relative to the 2020 Budget. 

Table 2.4 Major revisions to non-interest spending plans 
Budget2020 Reductions Allocations 

R million 

General public services1 618 840 -24 310 2SOSS 
Economic development 88 381 -1214S 4 649 
Learn ing and culture lSl S43 -lS 617 10 S60 

Health SS S16 -2 631 s S44 

Peace and security 207 006 -418S 10170 

Community development 219 727 -26 322 28 430 

Social development2 198 497 -lS 675 41016 
Provisional allocations: COVID-19 package 19 S7S 

Provisional allocations not assigned to votes -7 786 

Contingency reserve sooo 
Total 1536 724 -100 885 145 000 

Other 
adjustments 

13 

-8122 

-8109 

. I 

{) 

Revised 

619 S99 
80 886 

138 364 

S8 430 

212 991 

22183S 

223 837 

19 S7S 

-7 786 

s 000 
1572 731 

1. Includes the provincial equitable share that funds a range of functions including health and basic education 
2. Includes Department of Women, Youth and Persons with Disabilities 
Source: National Treasury 

Spending was adjusted by: 

• Removing funds underspent due to delays caused by the lockdown 
from the baselines of affected departments. 

• Suspending allocations for capital and other departmental projects that 
could be delayed or rescheduled to 2021/22 or later. 

• Suspending allocations to programmes with a history of poor 
performance and/or slow spending. 

• Redirecting funds towards the COVID-19 response within functions, or 
towards government's fiscal relief package. 

The majority of suspensions identified within conditional grants for COVID-
19 interventions (Table 2.5) have been repurposed accordingly within the 
grants. The largest reprioritisations were to the education infrastructure 
grant to provide water, sanitation and personal protective equipment to 
schools, and construct temporary classrooms and fund continual deep
cleaning of facilities; and to the municipal infrastructure grant to provide 
water to households and sanitise public transport facilities in municipalities 
that do not receive the public transport network grant. 

The net in-year suspension of Rl0.8 billion to the grants is temporary and 
only to provide emergency funds for the pandemic response. 
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Table 2.5 Suspension of conditional grants 
Total Repriorltlsation Net 

Rmillion suspensions suspensions 

Municipal infrastructure 4401 4 401 

Urban settlements development 3 357 2 257 1100 
Public transport network 2 998 1096 1902 

Water services infrastructure 689 689 

Integrated national electrification 500 500 
programme (municipal) 
Human settlements development 1728 1 728 
Provincial roads maintenance 1 756 1 756 
Education infrastructure 6 621 4400 2 221 

Health facility revitalisation 1066 1066 

Other grants 3 703 2126 1577 

Total 26 819 16 035 10784 

Source: National Treasury 

Main budget spending revisions by economic classification 

Most of the main budget spending revisions by economic classification are 
in the transfers category, with R20 billion from transfers to provinces for 

728 

10 

the repurposing of the provincial equitable share, as well as suspensions in 20 
provincial and local conditional grants. These resources are mainly 
allocated to provincial health and education interventions, as well as 
providing funding for increased social payments to vulnerable households. 

Table 2.6 Main revisions to non-interest spending plans by economic classification 
Budget 2020 Reductions Allocations Other Revised 

R million adjustments 
Current payments 265 720 -10 791 12614 267 544 

Compensation of employees 187 668 -1429 837 187 077 

Goods and services 77 891 -9 362 11777 80 306 

Rent on land 161 161 30 
Transfers and subsidies 1215 936 -87 680 108118 -8122 1228 251 

Provinces and municipalities 781 934 -46 482 49 921 785 373 

Departmental agencies and accounts 143 296 -12 676 8695 -8122 131193 

Higher education institutions 44 803 -3 210 2 327 43 920 

Foreign governments and 2 829 -109 1 2 721 
international organisations 
Public corporations and private enterprises 32 525 -6 423 3070 29172 

Non-profit institutions 9073 -1 748 1177 8 503 

Households 201477 -17 033 42 926 227 370 

Payments for capital assets 15 303 -2 414 1692 14582 40 
Payments for financial assets 42 552 3000 13 45 565 

Provisional allocations: COVID-19 package 19575 19 575 

Provisional allocations not assigned to votes -7 786 -7 786 

Contingency reserve 5 000 5000 

Total 1536 724 -100 885 145 000 -8109 1572 731 
Source: National Treasury 

I Consolidated spending plans 

Consolidated budget framework 

The consolidated budget includes the main budget and spending financed 
from revenues raised by provinces, social security funds and public entities. 50 
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Frontline functions 

Health 

Although the early lockdown helped to slow transmission of the novel 
coronavirus, infection rates and deaths are expected to continue to 
increase. Ahead of the expected peak in infections, the health sector is 
preparing for a rising number of cases, including expanding capacity and 
ensuring personnel are protected. 

A total of R21.5 billion has been reprioritised to public health services, of 
which about R16 billion is for provinces and R5.5 billion for the national 

730 

Department of Health, inclusive of conditional grants. Of the RS.5 billion, 10 
R2.6 billion has been reprioritised within the national department and 
R2.9 billion is additional funds. Allocations have been informed by 
epidemiological modelling, a national health sector COVID-19 cost model 
and provincial plans. A new R3.5 billion COVID-19 component has been 
formed in the HIV, TB, malaria and community outreach grant. 

The public health response to COVID-19 

South Africa is at a relatively early stage of the pandemic. The health sector interventions implemented to date have 
focused mainly on behaviour change (for example, social distancing, wearing masks and not going to work when sick), 
early detection of cases through community screening and testing, contact tracing, disease surveillance and public health 
campaigns to reduce transmission of the virus in communities. 20 
As the pandemic evolves, the focus of interventions will shift towards managing the increased volumes of patients that 
requ ire hospital care. The sector is preparing to rapidly scale up the capacity of hospitals to treat COVID-19 patients, 
including within intensive-care units. This will involve setting up field hospitals and other temporary facil it ies, procuring 
equipment, recruiting staff and buying medicines. The sector is also initiating the contracting of private hospitals to 
supplement public-sector capacity. Tariffs have already been agreed on. 

To protect health workers from infection, government is obtaining a large supply of personal protective equipment such 
as masks, gloves, aprons and face shields. The sector is also managing quarantine and isolation, ensuring that primary 
healthcare facilities can care for milder COVID-19 cases without infecting other patients, and strengthening health 
screening at airports and borders. 

14 

Expenditure and progress will be continuously monitored to determine the 
need for further in-year adjustments. The main spending areas include: 

• Public health interventions, including testing and support to the 
National Institute for Communicable Diseases. Community health 
workers have played an important role in screening and tracing, 
especially in hotspots. 

• Expanding hospital capacity to care for larger volumes of patients, 
including intensive care, field hospitals and high care. 

• Procuring personal protective equipment, hospital beds, linen, oxygen 
and ventilators, and hiring new staff. 

Social development 

This function is focused on scaling up and maintaining social assistance 
interventions for distressed and vulnerable households. These include 
monthly increases to existing social grants for six months (until October 
2020) and a special social relief of distress grant over the same period to 
partially compensate for income lost as a result of restrictions on economic 
activity. In addition, the function is reprioritising funding to prepare social 
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facilities for safe reopening and service delivery, and to fund psychosocial 
services for people affected by the pandemic. 

Additional spending on social grants is partly funded through reprioritising 
RlS.4 billion realised because social grant payments for April 2020 were 
moved to March 2020, as a result of which they were accounted for in the 
previous financial year. An additional R25.5 billion is allocated in this 
budget, although the final amount will depend on the number of 
applications approved for the social relief of distress grant. 

Income and other support for vulnerable households 

The economic restrictions imposed to slow the spread of COVID-19 have led to severe distress for households that lack 
income and savings, as shown by long queues for food parcels. Between three and five million informal-sector workers 
and their families are particularly vu lnerable. As many of these workers live with grant recipients, government has 
used the existing grant system to support those most vulnerable. About 64 per cent of individuals who live with an 
informal worker also res ide with child support grant recipients, and 25 per cent live with an old-age pension grant 
recip ien t. The numbers rise to about 80 and 28 per cent respect ively for the poorest SO per cent of households. 

Government has made funds available to support vu lnerable groups, including temporarily increasing existing social 
grant payments and introducing a new social relief of distress grant for unemployed adults. Estimates of uptake for 
the new grant remain uncertain but the 2020 MTBPS will provide further clarity in this regard . Lengthy administrative 
procedures, such as registering new beneficiaries and checking their incomes, are required before the new grant can 
be pa id. 

Within the Department of Social Development, funds from delaying 
infrastructure upgrades in the early childhood development grant will be 
used for health and hygiene measures to support the reopening of about 
7 000 early childhood development centres. Other reprioritised funds will 
fund the appointment of about 1 800 social workers to provide 
psychosocial services to people affected during the pandemic. 

Table 2.7 Adjustments to social grant spending: 2020/21 
Baseline Number Top-up Top-up% 

per month of (Rand) 

(Rand) beneficiaries 

Child support1 445 12 811209 300 67.4% 

Old age 1860 3 672 552 250 13.4% 

Disability 1860 1045 388 250 13.4% 

Foster care 1040 339 959 250 24.0% 

Care dependency 1860 155 094 250 13.4% 

1. Reaches largest number of households. After month one changed to caregiver 
grant 

Source: National Treasury 

Table 2.8 New social assistance grants 

Social relief of distress 

Amount 

per month 
(Rand) 

350 

Caregiver1 500 

1. Replaces child support grant top-up from second month 
Source: National Treasury 

Number of 
beneficiaries 

700 000 - 8 million 

7167 022 

15 

731 

10 

20 

30 

40 



Consolidated CCT Record 732 
(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 870) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

16 

Peace and security 

This function is performing essential services relating to the COVID-19 
response. It has reprioritised R3.3 billion to support these interventions, 
primarily in the departments of Police and Defence. Additional funding of 
R6.7 billion is provided to support the COVID-19 response and increased 
deployment of the police service and national defence force during the 
lockdown. These funds are provided mainly for the procurement of 
personal protective equipment, and operational costs associated with 
roadblocks and air support. 

Other functions 

All function groups are affected by government's COVID-19 response. Each 
function is adjusting spending plans and considering how to adapt over the 
medium term to a combination of lower allocations, unexpected spending 
pressures and urgent (sometimes new) policy priorities. Over the next four 
months, function groups will adjust plans and priorities to this new reality. 
The 2020 MTBPS will provide more details on individual functions. 
Significant function adjustments for 2020/21 include: 

• Learning and culture - The Department of Basic Education and 
provincial departments are reprioritising funding to ensure schools can 
reopen safely and finish the 2020 year. Just over RS billion is 
reprioritised from provincial conditional grants and the schools backlog 
grant to provide water and sanitation to schools, construct temporary 
classrooms, provide personal protective equipment, deep-clean 
facilities and assist with the catch-up programme. About RS billion is 
reprioritised from university subsidies and National Student Financial 
Aid Scheme bursaries to help reopen the sector and ensure that 
infrastructure and devices for students are available for virtual learning. 
The Department of Sport, Arts and Culture has reprioritised over 
Rl 70 million to a relief fund for artists and sportspeople to compensate 
for loss of earnings from events cancelled during the lockdown. 

• Community development - Allocations are reprioritised within 
municipal grants to provide access to water for households and sanitise 
public transport facilities. To assist the minibus taxi industry to provide 
safe and reliable services, government proposes a once-off payment for 
all licensed taxi operators, provided that they are tax-registered and 
drivers are registered for unemployment insurance. A total of 
Rl.1 billion has been set aside for this purpose. An amount of 
R600 million is provided for social housing institutions and affordable 
rental housing financed through the Social Housing Regulatory 

10 
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Authority and the National Housing Finance Corporation. 40 

• Economic development - Re prioritisation amounting to R3.4 billion will 
support interventions such as providing relief for small businesses, 
small-scale farmers and distressed firms. The reprioritisation will also 
focus on developing data and information on human settlements, 
enabling science and innovation research, and assisting public entities 
in financial distress (including South African National Parks). 

• General public services - The function is supporting the provision of 
quarantine sites for people who test positive for COVID-19 and 
repatriation of South Africans stranded abroad. Since the lockdown, 
government has repatriated more than 6 300 South Africans by air. 50 
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The Unemployment Insurance Fund COVID-19 benefit 

The UIF is compensating affected workers through a new national disaster benefit called the COVID-19/Temporary 
Employer/Employee Relief Scheme Benefit. It covers people who test positive for COVID-19 or need to be quarantined 
as a result of exposure, reduced work time and unemployment benefits. This benefit is applicable to employers 
registered with the UIF and who make monthly contributions as required by law. 

The minimum benefit payable is equal to the national minimum wage of R3 500 per employee, or the sectoral minimum 
wage and a maximum benefit of R6 370. It is payable for the duration of the national lockdown or up to three months, 
whichever period is the shortest. At the start of the scheme, only employers could claim for their employees and 
employees were paid either through the employer or the relevant Bargaining Council. Effective from June 2020, all 
employees can claim the benefit directly, including workers not registered with the UIF. As at mid-June 2020, the UIF 
had paid a total of R23 billion to over 4.7 million employees under this benefit. 

I Changes to the division of revenue 

Proposed adjustments to the division of revenue address the immediate 
health, social and economic implications of COVID-19, as reflected in 
government's relief package. As a result, relative to the shares tabled in 
the February Budget Review, the national share for 2020/21 increases from 
49.2 per cent to 50.1 per cent, the provincial share decreases from 
42.2 per cent to 41 per cent, and the local government share increases 
from 8.6 per cent to 8.9 per cent. 

Table 2.9 Division of revenue framework 

R billion 
Division of available funds 

National departments1 

Provinces 

Equitable share 

Conditional grants 

Local government 

Equitable share 

Conditional grants 

General fuel levy 

sharing with metros 
Provisional allocation 

not assigned to votes2 

Contingency reserve 

Non-interest expenditure 

Debt-service costs 

Main budget expenditure 

Percentage shares 

National departments 

2019/20 
Revised 

749.4 

613.1 

505.6 

107.6 

123.3 

65.6 

44.5 

13.2 

1485.8 

204.8 

1690.6 

50.4% 

Provinces 41.3% 
Local government 8.3% 

1. Includes provisional a/location for the COVID-19 relief package 

BudJ?et 2020 

757.7 

649.3 

538.5 

110.8 

132.5 

74.7 

43.8 

14.0 

-7.8 

5.0 

1536.7 

229.3 

1 766.0 

49.2% 

42.2% 
8.6% 

2020/21 
Revised 

790.3 

645.3 

538.5 

106.8 

139.9 

85.7 

40.2 

14.0 

-7.8 

5.0 

1572.7 

236.4 

1809.2 

50.1% 

41.0% 
8.9% 

% chanJ?e 

4.3% 

-0.6% 

-3.6% 

5.6% 

14.7% 

-8.2% 

2.3% 

3.1% 

2.4% 

2. Includes proposed compensation reductions, support to Eskom, amounts for Budget Facility for Infrastructure 
projects and other provisional allocations 

Source: National Treasury 

Provinces and municipalities are reallocating their own budgets to 
complement this national adjustments budget. These changed budgets are 
the result of adjustments to transfers from national government in the 
Division of Revenue Amendment Bill, significant declines in own revenue 
collections and new expenditure priorities. 
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Conditional grant transfers, many of which were reduced in February 2020, 
are also adjusted to fund the pandemic response. The current adjustments 
are structured to balance the large amounts required to respond to 
COVID-19 while minimising the negative impact on planned services. Grant 
funds that are less likely to be spent, due to construction and other delays 
caused by the lockdown, have been suspended first. 

Additional suspensions are made where grant spending can be delayed and 
projects can be postponed for a year. Some suspensions will result in the 
cancellation or scaling back of projects in 2020/21. Further details of 
changes to conditional grants are provided in Annexure A, the Explanatory 1 O 
Memorandum to the Division of Revenue Amendment Bill. 

Provinces 

Provincial governments are responsible for most of the public health 
system that provides care for COVID-19 patients. Provinces also have to 
manage the reopening of schools and the provision of social welfare 
services. They will fund this work primarily through reprioritisations. 

Provinces have committed to reprioritise at least R20 billion within their 
own budgets. These funds will come from cancelling activities that cannot 
be undertaken while economic activity is restricted (including travel and 
venue hire) and postponing implementation of early-stage projects until 20 
2021/22. Most of the funds to be reprioritised come from the public works, 
roads and transport sectors, and the postponement of planned sports, arts 
and culture events. 

Details of the provincial reprioritisations will be included in provincial 
adjustments budgets. At least RlS billion is expected to be reprioritised to 
increase capacity in the public health system, and at least RS billion will be 
used to augment the education catch-up plan, social welfare support for 
communities, provision of quarantine sites by public works departments 
and responses in other sectors. 

Ta bl e 2.10 . I . bl h Provmc1a eQu1ta es ares: 2020/21 
Equitable Funds reprlorltised to: Total 

share 
R thousand Health Other 

sectors 
Eastern Cape 13.3% 1988 374 662 791 2 651165 

Free State 5.6% 835 589 278 530 1114119 

Gauteng 20.8% 3 126 485 1042 162 4168 647 

KwaZulu-Natal 20.7% 3 105 174 1035 058 4140 231 

Limpopo 11.6% 1735434 578 478 2 313 913 

Mpumalanga 8.2% 1228 288 409 429 1637 718 

Northern Cape 2.6% 396 847 132 282 529130 

North West 7.0% 1045 383 348 461 1393 844 

Western Cape 10.3% 1538 426 512 809 2 051 234 

Total 100.0% 15 000 000 5 000 000 20 000 000 
Source: National Treasury 

Provincial reprioritisations will be complemented by over R7 billion in 
reprioritisations within provincial conditional grants. The gazetted 
frameworks for conditional grants include provisions that allow grant funds 
to be used for COVID-19 response activities. These additional conditions 
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include allowing education grants to be used to support the catch-up 
programme, employ temporary workers to assist in screening learners for 
signs of fever and sanitise schools, and ensure that all schools have water 
for handwashing. Health conditional grants include a new COVID-19 
component in the HIV, TB, malaria and community outreach grant. Funds 
from the public transport operations grant will be used to sanitise buses 
and provide protective equipment for public transport workers. 

Provinces are anticipating a decline in their own revenues of approximately 
R4 billion, or 18.7 per cent of the amount tabled in their 2020/21 budgets. 
Tax receipts from casinos and horse racing have declined. Fees paid for 
public health services have also fallen, as fewer patients are accessing non
COVID-19-related health services. 

Local government 

Municipalities are responsible for implementing many aspects of the 
COVID-19 response. These include providing improved access to water and 
sanitation in informal settlements and rural areas, providing temporary 
shelter for homeless people, and sanitising public transport facilities. An 
amount of R20 billion has been made available for municipalities to 
provide these services in 2020/21. This will consist of: 

• An additional Rll billion allocated through the local government 
equitable share, allowing them to respond to local needs, including the 
provision of temporary homeless shelters. Two-thirds of this amount 
will be allocated through the basic services component of the equitable 
share formula, providing for a temporary increase in the number of 
households funded for free basic services by 1.4 million, or 
13.9 per cent. The remainder will be allocated through the community 
services component to support the additional costs for municipalities 
to safely maintain service delivery during the pandemic. Most of the 
funds in this component are allocated to poorer municipalities. 

• R9 billion in reprioritisations within conditional grants already allocated 
to municipalities. These grants will fund additional water and sanitation 
provision and sanitisation of public transport. 

Municipalities, which depend largely on their own revenues, face 
significant financial stresses. Metropolitan municipalities reported that 
their revenue collected in April fell by about 30 per cent on average. This 
decline is due to a combination of lower demand for services such as 
electricity and water, and significantly higher non-payment rates for 
municipal bills. The extent to which municipal bills are paid in the months 
ahead will depend on the duration of restrictions on economic activity, the 
pace of recovery and the application of revenue collection measures. Many 
local governments were already in financial distress. Now the risks posed 
by their failure to adhere to funding benchmarks - such as retaining one to 
three months' worth of cash coverage - are materialising. 

Municipal spending of COVID-19-related funds will be monitored through 
the recently introduced municipal Standard Chart of Accounts. 
Municipalities are responsible for ring-fencing and classifying their COVID-
19 funding and expenditure correctly. Conditional grants will also be 
monitored through the conditional grant reports required by the Division 
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of Revenue Act. Each municipality is expected to inform its community 
about its COVID-19-related spending, allowing for local oversight. 

The National Treasury has proposed to the South African Local 
Government Association that, considering the decline in municipal 
revenues, municipalities should apply for an exemption from 
implementing wage increases for municipal employees in 2020/21. 

Immediate relief provided through the 2019 Division of Revenue Act 

Since government declared a national disaster on 15 March 2020, it has invoked provisions in the Division of Revenue 
Act to facilitate the immediate release of disaster funds. These included the release of R466 million from the provincial 

736 

disaster relief grant to fund the purchase of personal protective equipment by provincial health departments and 1 O 
RlS0.2 million from the municipal disaster relief grant, mainly for sanitisation in municipalities. The relevant provisions 
were invoked on five grants, allowing the use for disaster alleviation of more than RS billion in potential underspending. 
From this, the National Treasury has approved the reallocation of over R4 billion for the provision of emergency water 
and sanitation, sanitisation and other COVID-19-related activities. As announced in the 2020 Budget Review, the National 
Treasury still intends to review and improve the disaster funding system. 
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I Conclusion 

The spread of COVID-19 has required significant adjustments to align 
2020/21 spending plans and the division of revenue with core health and 
economic relief priorities. More details will be presented in the 
2020 MTBPS, which will also cover any additional spending pressures that 20 
arise in the next several months. 
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The COVID-19 shock and the 
revised economic outlook 

In brief 

• Over the past several months, the COVID-19 pandemic and the emergency health response have brought about a 
severe global recession . 

• Real GDP growth in South Africa is expected to plummet by 7.2 per cent in 2020, primarily due to restrictions on 
economic activity to contain the spread of the virus. 

• Strengthening South Africa's competitiveness in a post-pandemic world will requ ire a new social compact, decisive 
action to stabilise debt and narrow the budget deficit, and determined implementation of reforms that improve the 

737 

structure of the economy. In combination, these measures will enable millions of South Africans to participate in 10 
building a more productive and prosperous society. 

I Overview 

T he global shock prompted by the COVID-19 pandemic, and 
unprecedented restrictions designed to protect public health, have 
led to a sharp contraction in the domestic economy. Government 

interventions have cushioned the impact on workers and businesses, but 
have not offset the full decline. South Africa's economic growth is forecast 
to fall by 7.2 per cent in 2020 as a result of the crisis, the March and April 
2020 credit rating downgrades, and the compounding effects of weak 
investor confidence. The economic outlook is highly uncertain. 

Yet this crisis also presents an opportunity to enact major reforms. As the 
President noted in his 21 April address, to break with a pattern of weak 
growth and overcome structural inequality, the South African economy 
cannot merely return to where it was before the pandemic. Forging a new 
economy in a changed global reality will require a social partnership 
between business, labour, communities and government. 
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Tens of millions of workers have lost their jobs and many more have seen 
their hours reduced. Trade tensions remain elevated, particularly between 
the US and China. The IMF's global forecasts, on which the National 
Treasury bases its projections, are likely to be revised lower later in 
June 2020. 

Weak global growth has resulted in a decline in commod ity prices since 
January, with oil prices down about 40 per cent. An exception has been the 
gold price, which has risen by 13 per cent, owing to safe-haven demand. As 
a result of these changes, South Africa's terms of trade are forecast to be 
positive in 2020, but these gains are expected to dissipate over time. 1 o 
The domestic economy in 2020 

The economy grew by just 0.2 per cent in 2019. As government's fiscal 
position deteriorated, the ratio of investment to GDP fell to 17.9 per cent, 
the lowest since 2005, while the unemployment rate reached an 11-year 
high of 29.1 per cent. The 2020 Budget Review forecast growth of 
0.9 per cent for 2020. That forecast proved optimistic given the 
unexpected contraction in the fourth quarter of 2019, which emerged after 
the Budget was tabled in Parliament but before the onset of COVID-19. 

The National Treasury forecasts that the economy will contract by 
7.2 per cent in 2020. Business confidence will remain near historic lows, 
and investment and employment will drop below last year's levels. 
Household consumption will remain constrained by reduced income -
from wages, commissions, bonuses and financial assets - as well as low job 
growth. Inflation will be contained in the near term due to the collapse in 
demand, low Imported inflation and moderate food price pressures. Weak 
activity will reduce the current account deficit, which is expected to be fully 
funded by foreign inflows. 

The 2020 outlook may deteriorate further if the global economy continues 
to weaken, or economic activity is curtailed again to protect public health. 

20 

A failure to attract sufficient international capital to finance the current 30 
account deficit would also constrain growth. 

The growth trajectory beyond 2020 

South Africa's economic outlook is heavily influenced by global trends. 
However, it is primarily domestic fiscal policy measures and 
implementation of economic reforms over the next six to 12 months that 
will determine the growth trajectory over the next several years. These will 
be outlined in the 2020 MTBPS. 

Critical risks to the economy include continued volatility in global financial 
markets, sudden interruptions in capital inflows, the reliability of electricity 
supply, additional commitments to fund financially distressed state-owned 
companies, low levels of confidence, policy uncertainty and concerns 
about government's commitment to the independence of the central bank. 

In a scenario in which tough fiscal policy and broader economic reforms 
are not implemented, there would be further prolonged weakness in 
economic growth, currency depreciation and higher borrowing costs. 
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To avoid these outcomes, Cabinet has endorsed an active approach that 
will adjust expenditure to a sustainable level and improve the efficiency of 
spending. This approach will build confidence and bolster investment as 
significant economic reforms are implemented. As confidence in the fiscal 
strategy grows, South Africa's risk premium will decrease and long-term 
savings will flow into the country. Over the longer term, fiscal policy 
certainty, the need to rebuild capital stock, and new ways of working will 
incentivise firms to invest. 

Table 3.2 shows a relatively conservative projection of medium-term 
economic growth, given elevated risks of global and domestic shocks, and 
low growth and productivity outcomes over the past several years. 
Concerted implementation of cross-cutting reforms could result in 
economic growth exceeding these estimates. 

Table 3.2 Active scenario outlook 

2010-20181 2019 2020 

Percentage change 

Real GDP growth 1.9 0.2 -7.2 

GDP inflation 5.7 4.0 4.0 

2021 

2.6 

3.9 

GDP at current prices (R billion) 3 811.9 5 077.6 4 900.2 5 227.9 

CPI inflation 5.3 4.1 3.0 
1. Average growth rotes 
Sources: National Treasury, Reserve Bank and Statistics South Africa 

Cross-cutting reforms to boost long-term growth 

Over the past decade, South Africa has experienced weak economic growth 
well below the rate of population growth. COVID-19 has destroyed 
productive capacity and is changing the global economy. In this context, 
deeper reforms than previously outlined will be required to meaningfully 
lift growth over a five-year period. 

Raising domestic savings levels and removing the barriers to long-term 
investments, both domestic and foreign, are key reform objectives. South 
African firms need greater support to innovate, including moving towards 
a greener economy, raising productivity and seeking out export markets. 

Government envisions a package of economic reforms that will improve 
productivity, lower costs and reduce demands of state-owned companies 
on the public purse. These measures include finalising electricity 
determinations, unbundling Eskom and taking other steps to open up 
energy markets, modernising ports and rail infrastructure, and licensing 
spectrum. Additional reforms, in line with Economic Transformation, 
Inclusive Growth, and Competitiveness: Towards an Economic Strategy for 
South Africa include: 

• Lowering the cost of doing business, reducing red tape and improving 
access to development finance for small, medium and micro 
enterprises. 

• Support for agriculture, tourism and other sectors with high job
creation potential. 

• Facilitating regional trade. 

• Reducing the skills deficit by attracting skilled immigrants. 

3.9 

2022 2023 

1.5 1.5 

4.4 4.6 

5 536.1 5 873.4 

4.3 4.5 
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• Revamping the skills framework, and undertaking a range of reforms in 
basic education and the post-schooling environment to improve 
outcomes for workers - and the firms that can employ them. 

To realise the full benefits of these reforms for the economy's growth 
potential over the long term, implementation should begin now. 

I Conclusion 

After a decade of slow economic growth, the impact of COVID-19 on real 
income levels is likely to set the South African economy back several years. 
Urgent action is required to reverse this decline and move towards a future 
of higher, more inclusive growth. 
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to stabilise public debt 

In brief 

• The COVID-19 pandemic has led to a sharp deterioration in the economic and revenue outlook. The fiscal position, 
which was already unsustainable, will require significant adjustments as the immediate health effects subside. 

• In 2020/21, the consolidated deficit is projected to increase to 15.7 per cent of GDP. If this trend is not reversed, 
South Africa is likely to face a sovereign debt crisis. 

• Government remains committed to achieving fiscal sustainabil ity, measured as stabil isat ion of the debt-to-GDP ratio, 
and to narrowing the budget deficit. Th is will require large spending reductions and moderate tax increases in the 
forthcoming medium-term expenditure framework. Over the next several months, government will prepare fiscal 
consolidation proposals that will be publ ishi:;d in the October 2020 Medium]}rm Budget Policy Statement (MTBPS). 

I Overview 

T he COVID-19 pandemic erupted when South Africa was already in a 
weak fiscal position. The 2020 Budget Review, released a few weeks 
before the President declared a national state of disaster, noted that 

gross government debt was projected to increase from 65.6 per cent in the 
current year to 71.6 per cent of GDP by 2022/23. In recent months, fiscal 
deterioration has accelerated: gross national debt is now expected to reach 
81.8 per cent of GDP in the current year. 

The halt in economic activity resulting from the lockdown, and its lasting 
consequences, are expected to result in tax revenue underperformance of 
R304.1 billion in 2020/21 compared with the 2020 Budget estimate. 
Expenditure will increase as government reprioritises and allocates funds 
to contain COVID-19. As a result, the gap between revenue and expenditure 
is expected to widen, leading to a sharp increase in the gross borrowing 
requirement. Since February, the cost of government borrowing has risen 
due to credit rating downgrades and capital market outflows. 
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tax collection as enforcement is strengthened to enhance compliance, 
alongside other revenue measures. 

In the long term, South Africa needs sustainable public finances to support 
highly redistributive spending on education, healthcare and social welfare. 
By increasing confidence and investment, fiscal sustainability promotes 
long-term economic growth, job creation and rising incomes. 

2021 medium-term expenditure framework budget process 

The budget process for the 2021 medium-term expenditure framework 
(MTEF) begins in July. To achieve Cabinet's debt-stabilisation objectives, 
this process will have to make significant spending adjustments, informed 
by the results of forthcoming public expenditure reviews. The intent is to 
ensure that fiscal measures are structured efficiently, and promote growth 
in productivity and employment by encouraging private-sector investment. 

Consultations on the MTEF will also be guided by the principles of zero
based budgeting, in which departmental expenses must be justified, 
accompanied by rigorous analysis. Programmes that have little impact on 
economic performance or service delivery will be phased out. 

I Medium-term fiscal position 

Government has revised its fiscal outlook in line with the active scenario. 
All projections for 2021/22 and beyond set out below adopt this approach. 

In the 2020 Budget, the main budget deficit was projected at 6.8 per cent 
of GDP in 2020/21, narrowing to 5.9 per cent of GDP by 2022/23. This 
included a proposed net reduction of non-interest spending totalling 
R156.1 billion over three years. The measures taken In the 2020 Budget 
moderated spending as a share of GDP and improved the composition of 
expenditure, but did not stabilise debt. Gross national debt was projected 
to continue rising over the medium to long term. 

Since February 2020, the fiscal position has continued to deteriorate. Main 
budget expenditure is now projected to increase to 37.2 per cent of GDP in 
2020/21, relative to the 2020 Budget estimate of 32.5 per cent. This reflects 
the response to COVID-19 and higher debt-service costs. 

In-year revenue outlook 

Since the tabling of the 2020 Budget, fallout from the pandemic has caused 
an unprecedented reduction of the in-year revenue projection. Revenue 
collection for 2020/21 is now expected to be R304.1 billion lower than the 
2020 Budget estimate. Revenue shortfalls include tax relief measures 
amounting to R26 billion in foregone revenue implemented as part of the 
COVID-19 relief package. More significantly, the shortfall reflects the 
expectation that the tax base will temporarily shrink as businesses close and 
people lose their jobs. 
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Table 4.1 Active scenario medium-term budget balances 
2020/21 2021/22 2022/23 

R billion/percentage of GDP Revised Medium-term estimates 

Main budget revenue 1099.S 1268.2 1378.8 
22.6% 23.8% 24.5% 

Main budget expenditure 1809.2 1 763.8 1809.3 
37.2% 33.1% 32.2% 

Non-interest expenditure 1572.7 1500.6 1508.2 
32.4% 28.2% 26.8% 

Debt-service costs 236.4 263.1 301.1 
4.9% 4.9% 5.4% 

Main budget balance -709.7 -495.6 -430.S 
-14.6% -9.3% -7.7% 

Primary balance -473.2 -232.4 -129.S 

-9.7% -4.4% -2.3% 

Source: National Treasury 

Consolidated budget balances 

The consolidated budget includes the main budget and spending financed 
from revenues raised by provinces, social security funds and public entities. 

Table 4.2 Consolidated budget balances 
R billion 2019/20 2020/21 2021/22 2022/23 

Main budget -345.3 -709.7 -495.6 -430.S 

Social security funds -3.3 -49.1 -1.0 -2.4 

Provinces 5.5 -2.6 0.6 1.9 

Public entities 13.4 -0.3 5.5 9.5 

RDP Fund1 -0.6 -0.1 -0.1 -0.0 

Consolidated budget balance -330.3 -761.7 -490.6 -421.S 

1. Reconstruction and Development Programme Fund 
Source: National Treasury 

In 2020/21 the consolidated budget deficit will be revised from 6.8 per cent 
of GDP projected in the 2020 Budget to 15.7 per cent of GDP. Public entities, 
social security funds and provinces are projected to have a combined cash 
surplus in both 2021/22 and 2022/23. 

Financing the gross borrowing requirement 

Since February 2020, the gross borrowing requirement for the current year 
- the sum of the main budget deficit and maturing loans - has increased by 
R344.2 billion to R776.9 billion. The borrowing requirement will decline to 
R580.5 billion in 2022/23. Government has revised its financing strategy to 
minimise the effect of this deteriorating financial position on its stock of 
debt and on debt-service costs. 

The domestic capital market is under pressure. In the wake of the 
March and April 2020 ratings downgrade and the outbreak of COVID-19, 
international investors have sold off about R58 billion in South African 
government debt. To moderate its domestic borrowing, government will 
draw down sterilisation deposits- money deposited at the Reserve Bank to 
offset excess market liquidity resulting from the purchase of foreign 
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currency reserves. It will also source funding from international finance 
institutions. 

Existing foreign cash deposits will be used to finance foreign currency 
commitments. The proceeds from international loans will be converted into 
rands to partially finance domestic commitments. 

Short-term borrowing will increase by R98 billion to R146 billion in 2020/21, 
and will average R60 billion over 2021/22 and 2022/23. Borrowing in the 
domestic bond market will increase by R124.8 billion in 2020/21 to 
R462.5 billion, and average R419.9 billion over the next two years. 
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As a temporary measure, government revised its borrowing strategy to 10 
focus on issuing shorter-dated bonds with a weighted average time-to-
maturity of seven to 10 years, compared to 15 years seen in the previous 
year. The strategy assists in managing the cost of raising debt and balances 
available market demand. When market conditions improve, government 
will resume issuing bonds over the full yield curve. Government will conduct 
a bond-switch programme to reduce its refinancing risk. 

In a volatile global environment, with weak domestic growth and rising 
borrowing costs, short-term borrowing has become increasingly risky and 
difficult. As a result, the forward-looking risk rating for 2020, along with 
risks relating to liquidity, interest rate, refinancing and foreign currency, is 20 
expected to deteriorate. The inflation risk is expected to improve. 

T bl 4 3 N • a e . at1ona government gross b orrowmg requirement an df mancmg 
2019/20 2020/21 

R billion Preliminary Budget Revised 
Gross borrowing 
Main budget balance -345.3 -368.0 -709.7 
Redemptions -70.7 -64.7 -67.2 

Domestic long-term loans -19.4 -52.S -52.5 
Foreign loans -51.2 -12.2 -14.7 

Total -416.0 -432.7 -776.9 
Financing 
Domestic short-term loans (net) 36.1 48.0 146.0 
Domestic long-term loans 305.4 337.7 462.5 
Foreign loans 76.1 29.3 125.2 

Chan2e in cash and other balances1 -1.6 17.7 43.2 
Total 416.0 432.7 776.9 

1. A positive value indicates that cash is used to finance part of the borrowing requirement 
Source: National Treasury 

2021/22 2022/23 
Medium-term estimates 

-495.6 -430.5 
-64.9 -150.0 
-60.5 -134.2 

-4.4 -15.8 
-560.5 -580.5 

56.0 64.0 
388.4 451.4 

31.9 63 .2 
84.2 1.9 

560.5 580.5 

I National government debt and debt-service costs 

30 

Gross national government debt is projected to increase from R3.26 trillion 40 
(63.5 per cent of GDP) in 2019/20 to R3.97 trillion (81.8 per cent of GDP) in 
2020/21. By the end of 2022/23, gross loan debt is expected to amount to 
R4.83 trillion, or 86 per cent of GDP. 
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T bl 4 4 T a e ota nat ona government d b e t 
End of period 2019/20 2020/21 2021/22 2022/23 
R billion Preliminary Budget Revised Medium-term estimates 

Domestic loans1 2 874.1 3 227.6 3 476.2 3 899.2 
Short-term 360.7 409.0 506.7 562.7 
Long-term 2 513.4 2 818.6 2 969.5 3 336.5 

Fixed-rate 1863.2 2075.0 2 215.1 2 528.4 
Infla tion-linked 650.2 743.6 754.4 808.1 

Foreign loans1 387.2 334.4 497.8 471.8 
Gross loan debt 3 261.3 3 562.0 3 974.0 4 371.0 
Less: National Revenue Fund -263.6 -221.6 -210.5 -115.5 

baD~ baJr nro< 
Net loan debt2 2 997.7 3 340.4 3 763.5 4 255.5 
As percentage of GDP: 

Gross loan debt 63.5% 65.6% 81.8% 82.0% 
Net loan debt 58.4% 61.5% 77.4% 79.9% 

1. Es timates include revaluations based on National Treasury's projections of inflation and exchange rates 
2. Net loan debt is gross loan debt minus the bank balances of the National Revenue Fund 
Source: National Treasury 

Debt-service costs will increase from R204.8 billion in 2019/20 to 
R236.4 billion in 2020/21, or from 4 per cent of GDP to 4.9 per cent of GDP. 
Debt-service costs are expected to reach R301.1 billion, or 5.4 per cent of 
GDP, in 2022/23. 

Without adopting the active approach outlined above, debt will quickly 
spiral beyond 140 per cent of GDP, as shown in Figure 4.2. Over the next 
several months, government will clarify the adjustments required to narrow 
the deficit and stabilise debt. These actions, which will be proposed in the 
MTBPS, will result in the debt-to-GDP ratio peaking at a projected 87.4 per 
cent in 2023/24 and declining gradually thereafter. 

I State-owned companies 

The financial performance of state-owned companies, which has placed 
considerable pressure on the public finances for several years, ls likely to 
deteriorate in 2020/21. The pandemic and associated economic restrictions 
are expected to reduce revenues for entities such as the Airports Company 
South Africa, Eskom and the South African National Roads Agency Limited. 
Global market volatil ity may further limit the ability of state-owned 
companies to borrow in capital markets and service their debt obligations. 

The COVID-19 pandemic underlines the urgent need for broad-based 
reforms at state-owned companies so that they can become efficient and 
financially sustainable. These reforms include rationalisation (reducing the 
number of and merging some state-owned companies, and incorporating 
certain functions into government), equity partnerships, and stronger 
policy certainty and implementation. Planned transfers from the fiscus will 
be strictly conditional on improving their balance sheets. 

As discussed in Chapter 2, the special adjustments budget includes an 
additional allocation of R3 billion to recapitalise the Land Bank. No other in
year spending adjustments are proposed for state-owned companies. 

4 316.0 
626.7 

3 689.3 
2 755.3 

934.0 
514.9 

4 830.9 
-116.0 

4 714.9 

86.0% 
83.9% 
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I Conclusion 

Government has resolved to implement active economic reform measures 
that will significantly raise economic growth, alongside urgent measures to 
stabilise the debt-to-GDP ratio. Without these, government debt will 
continue to rise, crowding out expenditure on social and economic 
priorities. These proposals will be set out in the 2020 MTBPS. 
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Division of Revenue Amendment Bill 

I Background 

The Division of Revenue Amendment Bill (2020) (the amendment bill) is tabled as part of the special 
adjustments budget in response to the COVID-19 pandemic. This bill fulfils the requirement in 
section 12(4) of the Money Bills and Related Matters Act (2009) that the Minister of Finance must table 

an amendment bill with the revised fiscal framework if the adjustments budget changes the Division of 
Revenue Act for a given year. 
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By law, the bill must be accompanied by an explanatory memorandum detailing how the legislation takes 10 
account of the matters listed in section 214(2)(a) to (j) of the Constitution; government's response to the 
recommendations of the Financial and Fiscal Commission (FFC); and any assumptions and formulas used 
in arriving at the respective divisions among provinces and municipalities. Because the FFC's 
recommendations are specific to the main budget, and none of the formulas used in the Division of 
Revenue Act (2020) have been changed, this explanatory memorandum does not address these two 
issues. The memorandum contains two parts: 

• The constitutional considerations that inform the division of resources between the three spheres of 
government. 

• A summary of the proposed amendments to the Division of Revenue Act (2020) and their impact on 
national, provincial and local government. 20 

The amendment bill and its underlying allocations are the culmination of extensive consultation 
processes between national, provincial and local government. The adjusted allocations have been 

discussed in online meetings that have been held with officials from affected national departments, 
provincial treasuries, provincial health departments, metropolitan municipalities, the South African Local 
Government Association and the FFC. The Minister of Finance has also consulted the provincial Members 
of the Executive Council for Fina nee through on line meetings of the Budget Council. 

I Constitutional considerations 

Section 214 of the Constitution requires that the annual Division of Revenue Act be enacted only after 
taking account of factors in sub-sections (2)(a) to U). These include the national interest; provision for 
debt; the needs of national government and emergencies; the allocation of resources to provide basic 30 
services and meet developmental needs; fiscal capacity and efficiency of the provincial and local spheres; 
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the reduction of economic disparities; and the promotion of stability and predictability. Annexure Wl to 
the 2020 Budget Review detailed how these considerations were taken into account in the 2020 Division 
of Revenue Bill. None of the adjustments in the amendment bill alter the constitutional considerations 
that informed the 2020 division of revenue. The reprioritisation and addition of funds to respond to 
COVID-19 are allocated between spheres based on their respective functions and funding needs. 

I Summary of changes in the Division of Revenue Amendment Bill 
Changes to provincial and municipal allocations made through the 2020 special adjustments budget 
include additions, in-year suspensions In planned expenditure and reprioritisations within existing 
allocations. Additional funds are allocated to the health sector in provinces and to local government to 
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support their response to the COVID-19 pandemic. Suspensions of some conditional grant allocations in 1 O 
2020/21 are necessary to release funding for the pandemic response. Grant funds that are less likely to 
be spent due to construction and other delays caused by the lockdown have been revised down first. 
Further suspensions are made where grant spending can be delayed and projects can be postponed for a 
year. Some suspensions will also result in the cancellation or scaling back of projects in 2020/21. 

The largest adjustments are achieved through the repurposing of conditional grants already allocated to 
provinces and municipalities. To enable this, the conditions in the grant frameworks that were tabled as 
annexures to the Division of Revenue Bill (2020) in February 2020 have been amended to allow funds to 
be reprioritised within grants. These amendments were made with the approval of Parliament and after 
consultations with the national departments that are the transferring officers for each affected grant, 
provincial treasuries and the South African Local Government Association. The amendments are reflected 20 
in the frameworks gazetted by the Minister of Finance in terms of section 16(1) of the Division of 
Revenue Act (2020). The reprioritisations within direct conditional grants, which total over R7 billion for 
provincial grants and R9 billion for local government grants, will complement the R20 billion that 
provinces will reprioritise within their own budgets, funded from the provincial equitable share. 

Government recognises the need to retain flexibility in its pandemic response as new hotspots emerge, 
and as scientific advice and regulations are updated. The conditions added to conditional grant 
frameworks have therefore been constructed to be enabling rather than restrictive in the spending and 
activities allowed. A greater degree of flexibility is also expected in how transferring national 
departments will consider and approve applications for revised business plans from provinces and 
municipalities. The reprioritised amounts within each conditional grant are estimates of the funds 30 
expected to be used for COVID-19 response activities; the actual amounts spent may differ. Provinces and 
municipalities are required to report on the amounts spent from each conditional grant on the COVID-19 
response in the reports they submit to the National Treasury and transferring officers. 

The timely release of funding is crucial in responding to a disaster. To enable this, adjustments in the 
amendment bill only add and reprioritise funding within existing funding instruments. This means 
payments can be advanced against the existing baselines of these transfers, even before the amendment 
bill is passed through the parliamentary process. 

Changes to provincial allocations 

Provincial governments are responsible for key social services at the frontline of the pandemic response. 
These include the public health system, schools and social welfare services. Provinces will fund their 40 
COVID-19 response primarily through reprioritisations. They have committed to reprioritise at least 
R20 billion within their own budgets for this purpose. The details will be included in provincial 
adjustments budgets, but it is expected that at least RlS billion will be reprioritised to increase capacity 
in the public health system. The remaining RS billion will be used to augment the education catch-up 
plan, provide social welfare support for communities, and fund responses in other sectors, including the 
provision of quarantine facilities by public works departments. 
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Table A.1 Transfers to provinces, 2020/21 
Budget Revision Adjusted Amount 

2020 allocation repurposed 

Rmllllon within 

Equitable share 538472 538 472 20 000 

Direct conditional grants 110785 -3 961 106 823 7 379 

Agriculture, Land Reform and Rural Development 2153 -438 1716 

Comprehensive agricultural support programme 1522 -317 1205 

llfma/Letsema projects 549 -121 428 

Land care programme: poverty relief 82 82 
and infrastructure development 

Basic Education 19 564 -2349 17 216 4540 

Education infrastructure 11008 -2 221 8 787 4400 

HIV and AIDS (life skills education) 247 -60 187 40 

Learners with profound Intellectual disabilities 243 243 20 

Maths, science and technology 401 -68 333 30 

National school nutrition programme 7 666 7 666 so 
Cooperative Governance 138 138 

Provincial disaster relief 138 138 

Health 49267 2846 52113 1991 

HIV, TB, malaria and community outreach 24 387 2 846 27 233 605 

Health facility revitalisation 6 368 6 368 1066 

National tertiary services 14 069 14069 298 

National health insurance grant: health professionals 289 289 23 

Statutory human resource, training and development 4155 4155 

Human Settlements 17 493 -1728 15 765 378 

Human settlements development 16 621 -1 728 14 892 

Title deeds restoration 578 -378 200 

Provincial emergency housing 295 378 673 378 

Public Works and Infrastructure 834 834 

Expanded public works programme 421 421 
integrated grant for provinces 

Social sector expanded public works 414 414 
programme incentive for provinces 

Social Development 915 915 65 

Early childhood development 915 915 65 

Sports, Arts and Culture 2 076 -536 1539 68 

Community library services 1479 -312 1167 10 

Mass participation and sport development 597 -224 373 58 

Transport 18 343 -1756 16 587 337 

Provincial roads maintenance 11593 -1 756 9 837 

Public transport operations 6750 6 750 337 

Indirect conditional grants 4060 202 4 262 200 

Agriculture, Land Reform and Rural Development 36 36 

llima/Letsema indirect 36 36 

Basic Education 1736 540 2 276 

School infrastructure backlogs 1 736 540 2 276 

Health 2 288 -338 1949 200 

National health Insurance Indirect 2 288 -338 1949 200 
Source: National Treasury 

An amount of R2.8 billion has been added to the new COVID-19 component that was created within the 
HIV, TB, malaria and community outreach grant when the frameworks were gazetted. This component 
complements provincial spending for the purchase of personal protective equipment and ventilators, and 
the hiring of additional staff, including Cuban medical personnel, to assist in responding to the additional 
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caseload resulting from the pandemic. The initial gazetted allocation for this component was 
R605 million, funded through the reprioritisation of funds from other components of the grant. This 
adjustment brings the total available in this component to R3.4 billion. 

Suspensions of spending in provincial conditional grants total R6.8 billion in 2020/21, as shown in 
Table A.1. These suspensions will enable the funding of the COVI0-19 response in other sectors and 
spheres. For the affected conditional grants, these adjustments will result in the delay of planned projects 
this year (some of which were already delayed due to restrictions during the lockdown). 

Screening and contact tracing for COVID-19 will be supported through the community outreach services 
component of the HIV, TB, malaria and community outreach grant. About 10 000 community healthcare 
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workers have already been trained to do this work. Provisions for this spending have already been added 1 O 
to the gazetted grant framework. 

An amount of R4.4 billion has been reprioritised within the education infrastructure grant. This amount 
will cover the trucking of water to refill water tanks at schools, and the purchase of sanitisation materials 
and equipment. It will also fund salaries for temporary (2020/21 only) assistants at Expanded Public 
Works Programme (EPWP) rates to screen learners, and clean and sanitise school facilities. An amount of 
R600 million has been reprioritised from the direct education infrastructure grant to the indirect school 
Infrastructure backlogs grant, to urgently provide potable water and safe sanitation for all schools that 
lack such access. After accounting for a R60 million spending suspension in this indirect grant, the net 
increase to the school infrastructure backlogs grant is R540 million. Funds from both grants can also be 
used to fund temporary water trucking to ensure that schools have water. Water trucking is an expensive 20 
way to supply water and so the grants also allow funds to be spent on local source development (such as 
drilling boreholes) and installing bulk connections to ensure a more sustainable water supply for schools. 

To support catch-up activities, R30 million in the maths, science and technology grant and R40 million in 
the HIV and AIDS (life skills education) grant has been reprioritised. Reprioritisation in the HIV and AIDS 
(life skills education) grant can be used to provide education on measures to respond to the pandemic. 
Within the learners with profound intellectual disabilities grant, R20 million has been reprioritised for 
sanitisation and provision of personal protective equipment to support the provision of education to 
children with severe to profound intellectual disabilities. Provisions for this spending have already been 
added to the education infrastructure grant; maths, science and technology grant; HIV and AIDS {life skills 
education) grant; and learners with profound intellectual disabilities grant frameworks. 30 

An amount of RSO million has been reprioritised within the national school nutrition programme grant for 
additional sanitisation in food preparation and distribution areas, and the provision of personal 
protective equipment for food handlers. If schools are closed due to a declared state of disaster, funds 
from the grant that would have been spent on providing school meals may be used to provide meals to 
learners through alternative means. Provisions for this spending have already been added to the grant 
framework. 

The full R89 million available within the infrastructure component of the early childhood development 
grant can be used to prepare early childhood development (ECO) sites for reopening. This primarily 
involves providing a standard support package that includes basic health and hygiene products. Where 
other infrastructure projects have already been contractually committed to, the grant can be used to 40 
meet these commitments, but provinces should try to maximise the amount available to make ECO sites 
safe for reopening. The National Treasury estimates that at least R65 million will be used for the 
COVI0-19 response. Provisions for this spending have already been added to the grant framework. 

An amount of RlO million has been reprioritised within the community library services grant to sanitise 
libraries, provide hand sanitiser for library users and issue personal protective equipment for staff. 
Libraries will be deep-cleaned prior to reopening. Provisions for this spending have already been added to 
the gazetted grant framework. 

42 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 897) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE A: EXPLANATORY MEMORANDUM TO THE DIVISION OF REVENUE AMENDMENT Bill 

In the public transport operations grant, R337 million has been reprioritised to sanitise buses and public 
transport facilities. This Includes providing personal protective equipment for public transport workers, 
establishing hand-washing facilities and implementing physical distancing measures. 

An amount of R378 million has been added to the provincial emergency housing grant to swiftly provide 
emergency housing solutions in areas where existing housing arrangements do not allow people to 
socially distance or self-isolate where required. 

Some grant frameworks, where business plans could be modified to respond to activities that fall within 
the pandemic response, did not require amendment. These include reprioritisations of Rl.1 billion within 
the health facility revitalisation grant, R298 million within the national tertiary services grant and 
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R58 million within the mass participation and sport development grant. The health facility revitalisation 1 O 
grant will be used to provide additional capacity such as more bed space for COVID-19 patients through 
upgrading and refurbishing health facilities. The national tertiary services grant will be used to strengthen 
intensive-care unit capacity - for example, by procuring more specialists to respond to COVID-19 in 
accordance with nationally approved business plans. The mass participation and sport development grant 
will be used to provide additional support to sportspeople and support staff while sporting events are 
suspended. Provinces are revising the projects in their business plans for these grants to prioritise 
COVID-19-related projects. 

The human settlements development grant continues to provide access to water and sanitation through 
the delivery of housing and upgrading informal settlements (including in mining towns). 

Changes to local government allocations 

In his 21 April 2020 speech, the President said that additional funding of R20 billion would be made 
available to municipalities to provide emergency water supply, increase sanitisation of public transport 
and facilities, and provide food and shelter for the homeless. This amount will consist of Rll billion in 
additions through the local government equitable share, and over R9 billion in repurposed spending 
within conditional grants already allocated to municipalities. 

To assist the municipal pandemic response, Rll billion has been added to the local government equitable 
share. These funds will allow municipalities to maintain existing services despite a temporary decline in 
revenue collections. They will also cover some additional expenses incurred in responding to the 
pandemic, including providing temporary shelter for homeless people during the lockdown. These 

20 

additions have been factored into the basic services component by increasing the number of poor 30 
households by 13.9 per cent and increasing the community services component by 41.5 per cent. The 
increase in the basic services component amounts to R7.5 billion. As a result, an additional 1.4 million 
poor households can be provided with free basic services, up from 10.4 million households in the 
2020 Budget, if they become Indigent as a result of a loss of income during the pandemic. 

The community services component of the equitable share increases by R3.5 billion. The revenue 
adjustment factor that is applied to this component of the equitable share formula ensures that this 
increase will benefit poor and rural municipalities with little capacity to raise own revenue. The total 
allocation for the community services component increased by 32 per cent. This component funds a 
range of services that are part of the pandemic response, including municipal health services, and 
services to cemeteries and crematories. Details about the structure of the components of the local 40 
government equitable share formula can be found in Annexure Wl of the 2020 Budget Review. 

local government conditional grant allocations amounting to R4.6 billion have been suspended in 
2020/21, as shown in Table A.2. This includes R3.6 billion from direct conditional grants and Rl billion 
from indirect grants. These suspensions will enable the funding of the COVID-19 response, Including 
through additions to the local government equitable share. For the affected conditional grants, these 
adjustments will result in the delay of planned projects this year (some of which were already delayed 
due to restrictions during the lockdown). 
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Table A.2 Transfers to local government, 2020/21 
Budget Revision Adjusted Amount 
2020 allocation repurposed 

Rmillion within 

Equitable share 74 683 11000 85 683 

Direct conditional grants 43819 -3 599 40 219 9034 

Municipal infrastructure 14671 14 671 4401 

Integrated urban development 948 948 190 

Urban settlements development 11282 -1100 10182 2 257 

Integrated city development 317 317 

Public transport network 6 446 -1902 4544 1096 

Neighbourhood development 559 -68 492 

partnership 

Integrated national electrification programme 1859 -500 1359 

Rural roads asset management systems 108 108 

Regional bulk Infrastructure 2006 2006 401 

Water services infrastructure 3445 3 445 689 

Municipal disaster relief 354 354 

Energy efficiency and demand-side 218 -22 196 
management 

Municipal emergency housing 159 159 

Infrastructure skills development 153 -8 146 

Local government financial management 545 545 

Expanded public works programme 748 748 
Integrated grant for municipalities 

Indirect conditional grants 7 628 -1008 6 620 409 

Integrated national electrification programme 3 001 -1000 2 001 

Neighbourhood development 63 63 
partnership 

Water services infrastructure 579 579 

Regional bulk infrastructure 3 857 3 857 409 

Municipal systems improvement 128 -8 120 
Source: National Treasury 

Amounts of R190 million and R4.4 billion have been reprioritised within the integrated urban 
development grant and the municipal infrastructure grant respectively. These general infrastructure 
grants are allocated to non-metropolitan municipalities. These funds are to be used for urgent repairs 
and refurbishment of water and sanitation infrastructure to restore functionality (municipalities may 
spend up to 10 per cent of their total grant allocation on this). Municipalities may also use these funds to 
repair municipal-owned infrastructure identified for quarantine sites (limited to repairs to existing 
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facilities, not modifications and operational costs) . Municipalities are also expected to prioritise the 40 
provision of basic water and sanitation supplies. Each municipality may also use up to 10 per cent of its 
grant allocation for sanitisation of public transport facilities and other municipal public facilities. This 
includes provision for temperature scanners, hand-washing facilities, hand sanitiser, personal protective 
equipment for municipal and public transport workers, and physical distancing measures. 

For metropolitan municipalities, R2.3 billion has been reprioritised within the urban settlements 
development grant. This amount will fund the provision of water and sanitation to communities that lack 
access, and higher frequency and/or standards of services in informal settlements. The funds may be 
used to provide temporary relocation areas in line with the requirements of the housing code. Local 
governments may also use the funds to repair municipal-owned infrastructure identified for quarantine 
sites (limited to repairs to existing facilities, not modifications and operational costs). 50 

For the 10 cities that receive the public transport network grant, the sanitisation of public transport 
facilities is funded through the reprioritisation of Rl.1 billion within the grant. Municipalities may use up 
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to 25 per cent of their allocations to sanitise such facilities, provide personal protective equipment to 
public transport workers, arrange for hand-washing facilities and implement physical distancing 
measures. 

Reprioritisations of R401 million within the direct regional bulk infrastructure grant, R409 million within 
the indirect regional bulk infrastructure grant and R689 million within the water services infrastructure 
grant will fund the purchase and installation of water tanks, and the trucking of water to refill tanks for 
up to three months. Funds will also be used to implement source development or bulk linkage projects to 
replace the need for water trucking. Provisions for this reprioritised spending within local government 
conditional grants have already been added to the gazetted grant frameworks. 
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Details of the changes to allocations per municipality and changes to gazetted allocations for provincial 10 
conditional grants are contained in the annexures and appendices to the amendment bill. 
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Explanatory memorandum to the 
Adjustments Appropriation Bill 

I Background 

Section 30(1) of the Public Finance Management Act (PFMA) (1999) empowers the Minister of Finance to table an 
adjustments budget in the National Assembly when necessary. The fiscal and economic impact of the national state 
of disaster declared as a result of the COVID-19 pandemic has made it necessary for the Minister to table a special 
adjustments budget to revise government's spending priorities for 2020/21. This annexure is the explanatory 
memorandum to the Adjustments Appropriation Bill tabled by the Minister of Finance in the National Assembly. It 
outlines changes to the allocations for 2020/21 by vote. 
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Section 30(2) of the PFMA specifies the type of spending that the adjustments budget may provide for. This special 10 
adjustments appropriation makes provision for: 

• Adjustments due to significant and unforeseeable economic and financial events: these adjustments are 
required due to a significant reduction in government revenues and changes in spending priorities in response to 
the COVID-19 pandemic. 

• Virements and shifts within the vote: a virement is the use of unspent funds from amounts appropriated under 
one main division (programme) to defray excess expenditure under another main division (programme) within 
the same vote. Section 43 of the PFMA, read together with Treasury regulation 6.3 and section 5 of the 
Appropriation Act (2020), sets out the parameters within which virements may take place. The virements 
included in this adjustments budget are mainly those intended to respond to COViD-19. 

All other adjustments not included in this adjustments budget will be implemented in the October 2020 20 
adjustments budget, with the details outlined in the Adjusted Estimates of National Expenditure. 

I Revisions to main budget non-interest expenditure 

Allocations In the Adjustments Appropriation Bill reflect the proposals included in the initial COVID-19 fiscal relief 
package announced in April. The Supplementary Budget provides for R145 billion in allocations mainly targeted at 
COVID-19 interventions; R122.4 billion is allocated to the relief package, with an additional R19.6 billion 
provisionally allocated. Government is allocating R3 billion as an equity investment to recapitalise the Land Bank. 

Funding has been secured by shifting resources from existing programmes. In total, Rl00.9 billion is temporarily 
suspended from baselines, with R80.9 billion suspended from national departments. This consists of R54.4 billion in 
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national departmental allocations, R13.8 billion in provincial conditional grants and R12.6 billion in local conditional 
grants. Provincial suspensions include R20 billion funded from the provincial equitable share. 

Table B.1 Revisions to main budget non-interest expenditure 
Rmilllon 

Main budget non-interst expenditure (2020 Budget Review) 

Proposed upward expenditure adjustments1 

Allocated for COVID-19 fiscal relief package 

Support to vulnerable households for 6 months 

Health 

Support to municipalities 

Other frontllne services 

Basic and higher education 

Small and Informal business support, and job creation 

and protection 

Support to public entities 

Other COVID-19 interventions 

Provisional allocations for COVID-19 fiscal relief package 

Land Bank equity investment 

Proposed downward expenditure adjustments1 

National departments' baseline suspensions 

Repurposing of provincial equitable share 

Provincial conditional grant suspensions 

local government conditional grant suspensions 

Other adjustments 

National Revenue Fund payments 

Downward revisions to skills development levy 

lower skills development levy due to 4-month holiday contribution 

Revised non-Interest expenditure 

Change in non-interest expenditure from 2020 Budget 

Adjustments excludes departmental virements reported in tables below. 

Source: National Treasury 

Departmental tables 

Amount 

1536724 

145000 

122425 

40891 

21544 

20034 

13 623 

12541 

6061 

5964 

1766 

19575 

3000 

-100885 

-54403 

-20 000 

-13 848 

-12 633 

-8109 

13 

-2122 

-6000 

1572730 

36006 

The rest of this annexure provides details of adjustments to departmental budgets proposed in the Adjustments 
Appropriation Bill. The tables include data on the following: 

• 2020/21 Main budget represents the main budget proposal tabled in February 2020. 

• Downward revisions includes suspension of funds and virements to finance the COVID-19 interventions, as well 
as other virements proposed by departments. 

• Reallocations includes allocations and virements towards spending on COVID-19 interventions, as well as other 
virements proposed by departments. 
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• 2020/21 Total net change proposed represents the net change in the allocation to a department as presented in 40 
the Adjustments Appropriation Bill. 

• 2020/21 Total allocation proposed represents the total budget allocation for the department for the 2020/21 
financial year. 

Proposed allocations to departments are presented by programme and economic classification. Explanations of 
budget adjustments are provided for large changes in programme allocations, economic spending items, large 
projects or conditional grant allocations, depending on relevance. 
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Table B.2 Summary of adjustments by vote 

Downward revisions Reallocations 

Suspension Allocated 2020/21 2020/21 

2020/21 of funds to Total net Total 

Main (COVID-19 Virements (COVID-19 Vlrements change allocation 

Rmillion budget purposes) from purposes) to proposed proposed 

Department 

The Presidency 619 -55 - 4 - -51 568 

Parliament 2 688 -80 - - - -80 2 608 

Cooperative Governance 96 234 -6012 -41 16967 41 10 955 107188 

Government Communication and Information Systems 721 - -39 30 39 30 7Sl 

Home Affairs 9 030 ·S62 - - - ·S62 8468 

International Relations and Cooperation 6850 ·6S4 ·23 337 23 ·317 6 S34 

National School of Government 207 ·16 - - - ·16 191 

National Treasury 81S 109 ·20 863 - 30188 - 932S 824 434 

Planning, Monitoring and Evaluation 500 -100 - - - -100 400 

Public Enterprises 37 849 -62 - - - -62 37 787 

Public Service and Administration 566 -86 ·2 - 2 -86 480 

Public Service Commission 298 -10 -4 - 4 -10 288 

Public Works and Infrastructure 8071 -1600 ·S98 1600 S98 - 8071 

Statistics South Africa 3 4S2 -200 - - - -200 3 2S2 

Traditional Affairs 173 -3 - 0 - -3 170 

Basic Education 2S 328 -7 24S - s lSO - -2 095 23 233 

Higher Education and Tra ining 116 8S7 -14 856 -2 s 000 2 -9 8S7 107 000 

Health S5 S16 - -2 631 2 914 2 631 2 914 S8 430 

Social Development 197 718 -lS 482 -S6 409S6 S6 2S474 223192 

Women, Youth and Persons with Disabilities 778 -138 ·1 4 1 -133 64S 

Civilian Secretariat for the Police Service 1S6 -12 -0 - 0 -12 144 

Correctional Services 26 800 -262 -284 262 284 - 26800 

Defence S2 439 -1212 -208 4092 208 2 880 SS 319 

Independent Police Investigative Directorate 3S6 - ·5 - 5 - 356 
Justice and Constitutional Development 22411 -416 -484 - 484 -416 2199S 

Military Veterans 683 -137 -228 - 228 -137 546 

Office of the Chief Justice 2 451 -30 - - - -30 2 421 

Police 101 711 - -1136 3 700 1136 3 700 105 411 

Agriculture, Land Reform and Rural Development 16 810 -3 307 - 914 - -2 394 14416 

Communications and Digital Technologies 3 395 -111 - - - -111 3 283 

Employment and Labour 3 638 -421 - 159 - ·262 3 376 

Environment, Forestry and Fisheries 8 955 ·1935 -477 1169 477 -766 8188 

Human Settlements 3132S ·5496 -5 3 235 5 ·2 261 29064 

Mineral Resources and Energy 9 337 ·1574 -7 - 7 ·1574 7 763 

Science and Innovation 8 797 ·1 760 -35 324 35 -1436 7 362 

Small Business Development 2407 -67 ·1155 - 1155 -67 2 340 

Sports, Arts and Culture 5 720 -1095 -120 130 120 -965 4 755 

Tourism 2 481 ·1000 ·1 - 1 ·1000 1481 

Trade, Industry and Competition 11082 -2 271 - 500 - -1 771 9311 

Transport 62 047 -6871 -4449 2 231 4449 -4 640 57 407 

Water and Sanitation 17 216 -1756 -80 1499 80 -2S7 16 959 

Total 1768 781 .97 759 ·12 069 121364 12069 23 605 1792386 

Provisional allocation not assigned to votes 7 021 - - - - - 7 021 

Provis Iona I allocation for Eskom restructuring 23 000 - - - - - 23 000 

Compensation of employees adjustment -37 807 - - - - - -37 807 

Total 1760 994 -97759 -12 069 121364 12069 23 605 17846DO 

Contingency reserve s 000 - - - - - 5000 

Total 1765 994 ·97 759 -12 069 121364 12069 23 605 1789600 

Source: National Treasury 

Note: Across all tables, the use of "O" refers to a value of small magnitude that is rounded up or down to zero. If a 
value is exactly zero, it will be denoted by "-". 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 904) 

2020 SUPPLEMENTARY BUDGET REVIEW 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

Table B.3 Summary of adjustments by economic classification 

Downward revisions Reallocations 

Suspension Allocated 2020/21 2020/21 

2020/21 of funds to Total net Total 

Main (COVID-19 Virements (COVID-19 Vlrements change allocation 

Rmlll lon budget purposes) from purposes) to proposed proposed 

Economic classification 

Current payments 494 990 -8 785 -1446 15 711 2801 8281 503 271 
Compensation of employees 187 668 -1426 -17 812 127 -503 187165 

Goods and services 77 891 -7 359 -1429 7 724 2 673 1610 79 501 
Interest and rent on land 229 430 - - 7174 - 7174 236 605 

Transfers and subsidies 1215 936 -88 066 -8 894 100146 8943 12129 1228 065 
Provinces and municipalities 781934 -44 491 -1991 47 901 2 020 3 439 785 373 

Departmental agencies and accounts 143 296 -16 256 -3 947 5429 4 242 -10 533 132 763 

Higher education Institutions 44 803 -3 210 - 2327 - -883 43920 

Foreign governments and International organisations 2 829 -112 - - 1 -112 2 717 

Public corporations and private enterprises 32 525 -5164 -2 474 581 2 418 -4 638 27 886 
Non-profit institutions 9073 -1751 -30 1117 60 -603 8469 

Households 201477 -17 082 -453 42 790 203 25 458 226 935 

Payments for capital assets 15 303 -908 -1730 2494 326 182 15 485 

Buildings and other fixed structures 10 681 -793 -1282 1079 207 -789 9892 
Machinery and equipment 4 262 -46 -440 1315 117 946 5 208 

Heritage assets 203 -68 -5 - - -73 130 

Biological assets 9 - -3 - - -3 6 

land and sub-soil assets - - - - - - -
Software and other Intangible assets 146 -1 - 100 2 101 247 

Specialised military assets 2 - - - - - 2 

Payments for financial assets 42552 - - 3 013 - 3 013 45 565 

Total 1768 781 -97 759 -12 069 121364 12069 23 605 1792386 

Provisional allocation not assigned to votes 7021 - - - - - 7 021 
Provisional allocation for Eskom restructuring 23 000 - - - - - 23000 
Compensation of employees adjustment -37 807 - - - - - -37 807 
Total 1760 994 -97 759 -12 069 121364 12 069 23 605 1784 600 
Contingency reserve 5 000 - - - - - 5000 

Total 1765 994 -97 759 -12 069 121364 12 069 23 605 1789 600 

Source: National Treasury 

I Economic classification categories 

• Compensation of employees - includes all current personnel-related payments to government employees, both 
salaries and wages and social contributions. 

• Goods and services - payments in exchange for goods and services used by the department to achieve its 
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mandate, excluding capital assets and goods used to construct and improve capital assets. Included are items 40 
like consulting services, inventory and consumables, travel and accommodation, learner and teacher support 
materials, medicine, and fuel for vehicles. 

• Interest and rent on land - payment for the use of borrowed money (interest on loans and bonds) and land 
(rent). 

• Transfers and subsidies - payments to other government institutions, businesses and individuals that do not 
constitute a department's final expenditure. It includes unrequited, non-repayable payments - payments for 
which no goods or services are received in return. 

• Payments for capital assets - government's contribution to capital formation and spending on new 
infrastructure, as well as upgrades, additions, rehabilitation and refurbishment of existing infrastructure. 

• Payments for financial assets - lending to or equity investments in public corporations for policy purposes. 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 905) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 1: THE PRESIDENCY 
I Vote purpose 

Facilitate a common programme towards the achievement of the electoral mandate and the enhanced integrity of 
the state through considered planning, coordination, oversight, mobilisation and support. 

I Vote adjustments 

Table B.1.1 Revised programme allocations 

Downward revisions Reallocations 
Suspension Vlrements Allocated Vlrements 2020/21 2020/21 

2020/21 of funds from Vlrements to to Vlrements Total net Total 
Main (COVID-19 (COVID·19 from (COVID-19 (COVID-19 to change allocation 

R thousand budget purposes) ourposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 527 354 -49145 - - 4 241 - - -44 904 482 450 

Executive Support 59533 ·3873 - - - - - -3 873 SS 660 

Policy and Research Services 24 725 -2223 - - - - - -2 223 22 502 

Direct charge against the National Revenue 7798 - - - - - - - 7798 
fund 

Total 619 410 .55 241 - - 4241 - - -51000 568 410 

Economic classification 

Current payments 606 091 .55 241 - - 3 941 - - ·51300 S54 791 

Compensation of employees 394 016 ·19 623 - - - - - -19 623 374 393 

Goods and services 212 075 ·3S 618 - - 3941 - - -31677 180 398 

Transfers and subsidies 42 - - - - - - - 42 

Departmental agencies and accounts 42 - - - - - - - 42 

Payments for capital assets 13277 - - - 300 - - 300 13 577 

Machinery and equipment 13 277 - - - 300 - - 300 13S77 

Payments for financial assets - - - - - - - - -
Total 619 410 -55 241 - - 4241 - - ·51000 568 410 

Table B.1.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Operational expenditure: Suspension of non-essential goods and services such as travel and subsistence, catering, and -35 618 4241 -31377 
venues and facilities, and reprlorltlsation of funds towards government's COVID-19-related expenditure, Including the 
department's personal protective equipment 

Comoensatlon of emolovees: Aooointment of additional oersonnel susoended until later In the financial vear -19 623 - -19 623 

Total ·55 241 4241 -51000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 906) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 2: PARLIAMENT 
I Vote purpose 

Provide the support services required by Parliament to fulfil its constitutional functions, assist political parties 
represented in Parliament to secure administrative support and service constituents, and provide members of 
Parliament with the necessary facilities. 

I Vote adjustments 

Table B.2.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 offunds from Virements to to Virements Total net Total 

Main (COVID-19 (COVID-19 from (COVI0-19 (COVI0-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) DUrDoses) (other) proposed DrODOSed 

Programmes 

Strategic Leadership and Governance 124 772 -4 S78 - - - - - -4 S78 120194 

Administration 191993 -7044 - - - - - ·7044 184 949 

Core Business 687 431 ·2S 222 - - - - - ·2S 222 662 209 

Support Services 437 S60 -16 OS4 - - - - - ·160S4 421 S06 

Associated Services 738 697 ·27103 - - - - - ·27103 711 S94 

Direct charge against the National Revenue S071S7 - - - - - - - 507157 
Fund 

Total 2 687610 -80001 - - - - - -80001 2 607 609 

Economic classification 

Current payments 2192 sos -52 898 - - - - - ·52 898 2139 607 

Compensation of employees 1S04308 - - - - - - - 1504 308 

Goods and services 688197 -52 898 - - - - - ·S2 898 635 299 

Transfers and subsidies 481289 ·27103 - - - - - -27103 454186 

Non-profit Institutions 481289 -27103 - - - - - ·27103 4S4186 

Payments for capital assets 13 816 - - - - - - - 13 816 

Machinery and equipment 13 816 - - - - - - - 13816 

Pavments for financial assets - - - - - - - - -
Total 2 687610 ·BO 001 - - - - - ·80001 2 607 609 

Table B.2.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Operational expenditure: Suspension of non-essential goods and services such as travel and subsistence, catering, and -52 898 - -52 898 
venues and facilities 

Political parties: Suspensions and cost-containment due to COVID-19 restrict ions -27 103 - -27 103 

Total -80 001 - -80 001 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 907) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 3: COOPERATIVE 
GOVERNANCE 
I Vote purpose 
Improve cooperative governance across the three spheres of government, in partnership with provinces, 
municipalities, civil society and communities, to enable accelerated service delivery. 

I Vote adjustments 

Table B.3.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
offunds from Virements to to Vlrements Total net Total 

2020/21 (COVID·19 (COVI0-19 from (COVID-19 (COVID·19 to change allocation 
R thousand Main budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 294 860 -4000 ·9782 - - 22000 - 8 218 303 078 
Regional and Urban Development 1072 033 ·192 836 ·3194 - 189 606 - - -6424 1 065 609 
and Legislative Support 

Institutional Development 74 961683 -24 281 -4 748 - 11ODO000 - - 10970 971 85 932 654 
National Disaster Management Centre 599 627 ·7000 ·17 896 - - 19104 - ·5 792 593 835 
Local Government Support and 15 129 91S -4 408 312 ·5484 - 4 401 330 - - ·12 466 15 117 449 
Intervention Management 

Community Work Programme 4175 870 ·1376000 - - 1376 000 - - - 4 175 870 

Total 96 233 988 · 6 012 429 -41104 - 16 966 936 41104 - 10 954 507 107188 495 

Economic classification 

Current payments 4955 897 ·1404 474 -41104 - 1376 000 41104 - -28 474 4927 423 
Compensation of employees 395 297 - - - - - - - 395 297 
Goods and services 4 560 600 -1404474 ·41104 - 1376 ODO 41104 - ·28 474 4 532 126 
Transfers and subsidies 91272 773 -4 607 955 - - 15 590 936 - - 10 982 981 102 255 754 

Provinces and munlclpallties 90795 005 -4 590 936 - - 15 590 936 - - 11000000 101 795 005 

Departmental agencies and accounts 461566 ·9068 - - - - - ·9 068 452 498 

Foreign governments and internat ional 2151 ·1511 - - - - - ·1 511 640 
organisations 

Non-profit Institutions 14051 -6440 - - - - - -6440 7611 

Payments for capital assets 5318 - - - - - - - 5 318 

Machinery and equipment 5 318 - - - - - - - 5 318 
Payments for financial assets - - - - - - - - -
Total 96 233 988 ·6012429 -41104 - 16 966 936 41104 - 10 954 507 107188 495 

Table B.3.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduction In non-essential goods and services such as travel and subsistence, catering, and venues and ·61104 41104 -20000 
facilities 

Municipal systems Improvement grant: Reduction In the number of capacity support projects In munlclpalltles ·8474 - ·8474 

Community Work Programme: Reprioritising planned work projects to assist with unplanned COVI0-19 interventions such ·1376 000 1376 ODO -
as screening and sanitising public fac ilities and schools 

Municipal Infrastructure grant: Delay In planned projects to priorit ise unplanned COVID-19 Interventions such as the -4 401330 4 401330 -
orovlslon of basic services in munlclpalitles that are water services authorities 

Integrated urban development grant: Delay in planned projects to prioritise unplanned COVID-19 interventions, Including ·189 606 189 606 -
the orovision of basic services In intermediate cities 

United Cities and local Government -Africa: None -7 556 - .7 556 

South African Cities Network: Reduction in non-core goods and services .395 - .395 

South African local Government Association: Reduction In non-core goods and services ·1 751 - ·1 751 

Municipal Infrastructure Support Agent: Reduction in non-core goods and services ·5982 - ·5982 

Municipal Demarcation Board: Reduction in non-core goods and services ·1335 - ·1335 

local government equitable share: To support munlclpalitles' Increased expenditures related to the provision of services, - 11000000 11000000 
Including shelter for the homeless 

Total ·6DS3533 17 008040 10 954 507 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 908) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 4: GOVERNMENT 
COMMUNICATION AND 
INFORMATION SYSTEM 
I Vote purpose 
Provide a comprehensive communication service on behalf of government to facilitate the involvement of the 
majority of South Africans in governance, reconstruction and development, nation building, and reconciliation. 

I Vote adjustments 

Table B.4.1 Revised programme allocations 
Downward revis ions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net 

Main (COVID·19 (COVID-19 from (COVID·19 (COVID·19 to change 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed 

Programmes 

Administration 171 S57 - - · 929 - - 9 251 8322 

Content Processing and Dissemination 415 404 - - .37 000 26100 - 30000 19100 

Intergovernmental Coordination and 133 S87 - - ·1322 3900 - - 2 578 
Stakeholder Management 

Total 720 548 - - .39 251 30000 - 39 251 30 000 

Economic classification 

Current payments 467 366 - - ·9 251 30000 - 39 251 60000 

Compensation of employees 295 404 - - - - - - -
Goods and services 171962 - - .9 251 30000 - 39 251 60000 

Transfers and subsidies 249179 - - ·30000 - - - ·30 000 

Departmental agencies and accounts 249179 - - ·30000 - - - ·30000 

Payments for capital assets 4003 - - - - - - -
Machinery and equipment 4003 - - - - - - -
Pavments for financial assets - - - - - - - -
Total 720 548 - - .39 251 30000 - 39 251 30000 

Table B.4.2 Explanations of budget adjustments 

Downward 
R thousand 

Brand South Africa: Funds reprlorltlsed for COVID·19-related expenditure 

Goods and services: Suspension of non-essential goods and services such as travel and subsistence, catering. and venues 
and facilities, and re rloritlsation of funds towards the de artment's office accommodation costs 

Total 

54 

revisions Reallocations 

-30000 

.9 251 69 251 

.39 251 69 251 

2020/21 
Total 

allocation 
proposed 

179 879 

434 504 

136165 

750 548 

527 366 

295 404 

231962 

219179 

219179 

4003 

4003 

-
750 548 

2020/21 
Total net 
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60000 

30000 

769 

10 

20 

30 



Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 909) 

ANNEX " A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORAN DUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 5: HOME AFFAIRS 
I Vote purpose 

Efficiently determine and safeguard the identity and status of citizens. Regulate immigration to ensure security, 
promote development and fulfil South Africa's international obligations. 

I Vote adjustments 

Table B.5.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 

2020/21 of funds from Virements to to Vlrements Total net Total 
Main (COVlD-19 (COVID-19 from (COVID-19 (COVID·19 to change allocation 

R thousand budeet purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administrat ion 2 349 067 ·183 040 - - - - - ·183 040 2166 027 

Otlzen Affairs 5 066 567 ·122111 - - - - - -122 111 4944 456 

Immigra tion Affairs 1613 995 ·256 849 - - - - - ·256 849 1357146 

Total 9 029 629 ·562 000 - - - - - -562 000 8467 629 

Economic classification 

Current payments 6 627 028 ·527 000 - - - - - ·527 000 6100028 

Compensation of employees 3 892 935 ·100 000 - - - - - ·100 000 3 792 935 

Goods and services 2 734 093 ·427 000 - - - - - -427 000 2 307 093 

Transfers and subsidies 2 389 590 .35 000 - - - - - .35 000 2 354590 

Provinces and municipalities 2099 - - - - - - - 2099 

Departmental agencies and accounts 2 383 600 .35 000 - - - - - .35 000 2 348 600 

Households 3 891 - - - - - - - 3 891 

Payments for capital assets 13011 - - - - - - - 13011 

Machinery and equipment 13011 - - - - - - - 13 011 

Payments for financial assets - - - - - - - - -
Total 9 029 629 ·562 000 - - - - - ·562 000 8467 629 

Table B.5.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Compensation of employees: Aooointment of additional personnel suspended until later In the financial year ·100 000 - ·100000 

Passenger Name Recognition System: Implementation postponed until 2021/22 ·150 000 - ·150 000 

Office accommodation: The department Is engaging w ith the Department of Public Works and Infrastructure to reduce ·18 000 - -78 000 
these costs 

Ports of entry Infrastructure development: New property projects will be postponed and existing projects are ·SO 000 - ·SO 000 
suspended untll 2021/22 

Disaster recoverv Plan: Implementation of Information technoloay recoverv svstem suspended until 2021/22 -45 000 - .45 000 

Goods and services: Suspension of non-essential goods and services such as travel and subsistence, catering, ·104 000 - · 104 000 
entertainment, and venues and fac llltles due to restrictions on economic actlvitv 

Independent Electoral Commission: Savings have been realised by the !EC .35 000 - .35 000 

Total ·562 000 - ·562 000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 910) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 6: INTERNATIONAL RELATIONS 
AND COOPERATION 
I Vote purpose 
Formulate, coordinate, implement and manage South Africa's foreign policy and international relations 
programmes. 

I Vote adjustments 

Table B.6.1 Revised programme allocations 
Downward revisions Reallocatlons 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVI0-19 from (COVID·19 (COVI0-19 to change allocation 
R thousand bud~et Durcosesl curcosesl lotherl curcosesl DUrDOSesl (other) crocosed crocosed 

Programmes 

Administration 1 762 934 -31S 200 -600 - 100800 600 - ·214400 1548 534 

International Relations 3 308 302 -244100 ·20320 - 181188 - - ·83 232 3 225 070 

International Cooperation 536 307 ·36100 ·2 450 - 28450 - - ·10 100 526 207 

Public Diplomacy and Protocol Services 338 642 -SS 600 - - 26987 22 770 - -8 843 329 799 

International Transfers 903 994 - - - - - - - 903 994 

Total 6850179 ·654 000 ·23 370 - 337 425 23370 - -316 575 6 533 604 

Economic classification 

Current payments 5 559186 -430 750 ·23 370 - 320811 23370 - ·109 939 s 449 247 

Compensation of employees 3 071540 - - - - - - - 3 071540 

Goods and services 2379479 -430 750 -23 370 - 320811 23370 - ·109 939 2 269 540 

Interest and rent on land 108167 - - - - - - - 108167 

Transfers and subsidies 914 879 - - - - - - - 914 879 

Departmental agencies and accounts 58459 - - - - - - - 58459 

Foreign governments and International 845 535 - - - - - - - 845 535 
organisations 

Households 10885 - - - - - - - 10885 

Payments for capital assets 376114 ·223 250 - - 16 614 - - ·206 636 169 478 

Buildings and other fixed structures 272 746 -199 000 - - - - - ·199 000 73 746 

Machinery and equipment 103 368 -24 250 - - 16614 - - .7 636 95 732 

Payments for financial assets - - - - - - - - -
Total 6850179 ·654 000 -23 370 - 337 425 23370 - -316 575 6 533 604 

Table B.6.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of non-essential goods and services such a travel and subsistence, catering, and venues -454120 360 795 .93 325 
and facllltles, and recrlorltlsation of funds towards government's COVI0-19-related expenditure 

Payments for capital assets: Suspension of spending on Foreign capital Infrastructure -199 000 - -199 000 

Payments for capital assets: Suspension of non-essential spending on machinery and equipment ·24 250 - ·24 250 

Total -677 370 360 795 -316 575 
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Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Appl ication Bundle - Page 911 ) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE 8: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 7: NATIONAL SCHOOL OF 
GOVERNMENT 
I Vote purpose 

Provide or coordinate the provision of learning, training and development interventions that lead to improved 
performance and service delivery In the public sector. 

I Vote adjustments 

Table B.7.1 Revised programme allocations 
Downward revis ions Reallocations 

Suspension Virements Allocated Vlrements 2020/21 2020/21 
2020/21 of funds from Virements to to vtrements Total net Total 

Main (COVI0-19 (COVID-19 from (COVID·19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 112890 -16 000 - - - - - -16 000 96 890 

Public Sector Organisational and Staff 93 703 - - - - - - - 93 703 
Development 

Total 206 593 · 16 000 - - - - - -16 000 190 593 

Economic classification 

Current payments 109 458 ·16000 - - - - - ·16 000 93 458 

Compensation of employees 62 420 - - - - - - - 62420 

Goods and services 47038 ·16 000 - - - - - ·16000 31038 

Transfers and su bsidies 93 703 - - - - - - - 93 703 

Departmental agencies and accounts 93 703 - - - - - - - 93 703 

Payments for capital assets 3432 - - - - - - - 3 432 

Machinery and equipment 3432 - - - - - - - 3432 

Pavments for financial assets - - - - - - - - -
Total 206 593 ·16 000 - - - - - ·16000 190 593 

Table B.7.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of non-essential goods and services such as travel and subsistence, catering, and venues ·16 000 - ·16000 
and facilit ies 

Total ·16 000 - ·16000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 912) 

2020 SUPPLEMENTARY BUDGET REVIEW 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

VOTE 8: NATIONAL TREASURY 
I Vote purpose 
Support economic growth and development, good governance, social progress and rising living standards through 
the accountable, economical, efficient, equitable and sustainable management of public finances, maintenance of 
macroeconomic and fina ncial sector stability, and effective financial regulation of the economy. 

I Vote adjustments 

Table B.8.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Virements 2020/21 2020/21 
of funds from Vlrements to to Vlrements Total net Total 

2020/21 (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand Main budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 536 925 -15 600 - - - - - -15 600 521325 

Economic Policy, Tax. Financial 162409 -3042 - - - - - -3 042 159 367 
Regulation and Research 

Public Finance and Budget Management 3 394 365 -282 482 - - - - - -282 482 3111883 

Asset and Liabi lity Management 124179 -5 330 - - 3 000000 - - 2 994 670 3118 849 

Financial Accounting and Supply Chain 1033 835 -78 448 - - - - - -78 448 955 387 
Management Systems 

International Financial Relations 6 398 588 -105 775 - - - - - -105 775 6 292 813 

Civil and M ilitary Pensions, Contributions 5 755 102 -172 323 - - - - - -172 323 5 582 779 
to Funds and Other Benefits 

Revenue Administration 10 510 017 - - - - - - - 10 510 017 

Financial Intelligence and State Security 5 207 743 -200000 - - - - - -200000 5 007 743 

Direct charge against the National 781986 299 -20000000 - - 27187 876 - - 7187 876 789174175 
Revenue Fund 

Total 815109 462 -20 863000 - - 30187 876 - - 9 324 876 824 434 338 

Economic classification 

Current payments 232184124 ·318 398 - - 7174482 - - 6856 084 239 040 208 

Compensation of employees 928 933 - - - - - - - 928 933 

Goods and services 1985 236 -318 398 - - - - - -318 398 1666 838 

Interest and rent on land 229269 955 - - - 7174482 - - 7174 482 236444 437 

Transfers and subsidies 577 879 288 ·20 543102 - - 20000 000 - - -543102 577 336186 

Provinces and municipalities 554073 401 -20 075 293 - - 20 000 000 - - ·75 293 553 998108 

Departmental agencies and accounts 16 708086 -200000 - - - - - -200000 16508 086 

Foreign governments and international 1418 695 -95 486 - - - - - -95 486 1323 209 
organisations 

Households 5 679 106 ·172 323 - - - - - -172 323 5 506 783 

Payments for capital assets 34419 -1500 - - - - - -1500 32 919 

Machinery and equipment 30292 -1500 - - - - - -1500 28 792 

Software and other intangible assets 4127 - - - - - - - 4127 

Payments for financial assets 5 011631 - - - 3 013 394 - - 3 013 394 8025 025 

Total 815 109 462 ·20863 000 - - 30187 876 - - 9 324 876 824434 338 
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(Main Application Bundle - Page 913) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

Table B.8.2 Explanations of budget adjustments 

R thousand 

Provincial equitable share: Repriorltlsat lon of funds towards COVID-19-related expenditure within the provincial 
equitable share 

Municipal Revenue Improvement Programme: Dela s to activities 

Operational expenditure: Suspension of travel and subsistence, catering, venues and facilities, and procurement of 
rofessional service roviders 

Transfers to households: Reduced estimates for pensions, medical schemes and Injury on duty payments based on 
historical s endin 

Common Moneta Area: Estimated contribution was revised downwards 

Neighbourhood development partnership grant: Postponement of capital expenditure due to restrictions on economic 
activl 

Infrastructure skills develo ment rant: To all n to the re uest of the s eclal ad ustments bud et 

Debt-service cost: The deteriorating financial position increases the stock of government debt and consequently the 
debt-service cost 

Financial assets: Prlmarll an equl Investment to recapitalise the Land Bank 

Total 

Downward 
revisions 

-20000000 

-150000 

-169 898 

-172 323 

·200000 

.95 486 

-67 693 

-7600 

·20863 000 

2020/21 
Total net 

Reallocations change 

20000000 

·150 000 

-169 898 

-172 323 

·200 000 

·95486 

·67 693 

-7600 

7 174 482 7174 482 

3 013 394 3 013 394 

30187 876 9 324 876 

59 

774 

10 

20 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 914) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 9: PLANNING, MONITORING 
AND EVALUATION 
I Vote purpose 

Improve government service delivery through integrated planning, monitoring and evaluation. 

I Vote adjustments 

Table B.9.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 
2020/21 of funds from Vlrements to to Virements Total net 

Main (COVID·19 (COVID·19 from (COVI0-19 (COVI0-19 to change 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed 

Programmes 

Administration 194 287 -36 042 - - - - - -36 042 

National Planning Coordination 81694 -16 581 - - - - - -16 581 

Sector Monitoring Services 81593 -22146 - - - - - -22 146 

Public Sector Monitoring and Capacity 90291 ·8804 - - - - - ·8804 
Development 

Evidence and Knowled2e Svstems 52109 -16 427 - - - - - ·16 427 

Total 499 974 ·100000 - - - - - ·100000 

Economic classification 

Current payments 491778 -94473 - - - - - -94 473 

Compensation of employees 339902 -42 504 - - - - - -42 504 

Goods and services 1S1876 -51969 - - - - - -51 969 

Transfers and subsidies - - - - - - - -
Payments for capital assets 8196 -5527 - - - - - -5 527 

Buildings and other fixed structures 150 -89 - - - - - -89 

Machinery and equipment 6746 -4272 - - - - - -4272 

Software and other Intangible assets 1300 -1166 - - - - - -1166 

Payments for financial assets - - - - - - - -
Total 499 974 -100 000 - - - - - -100 000 

Table B.9.2 Explanations of budget adjustments 

Downward 
R thousand revisions Reallocations 

Com ensatlon of em lo ees: Filling of vacancies suspended until later In the financial ear -42 504 

Goods and services: Reduction In monitoring visits and services, and dela ed procurement of ICT equipment -51969 

Pa ments for ca Ital assets: Procurement of new office accommodation ost oned -5 527 

Total ·100 000 

60 

2020/21 
Total 

allocation 
proposed 

158 245 

65113 

59 447 

81487 

3S 682 

399 974 

397 305 

297 398 

99907 

-
2669 

61 

2474 

134 

-
399 974 

2020/21 
Total net 

change 

-42 504 

-51 969 

·5 527 

·100 000 
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION Bill 

VOTE 10: PUBLIC ENTERPRISES 
I Vote purpose 
Drive investment, productivity and transformation in the department's portfolio of state-owned companies to 
unlock growth, drive industrialisation, create jobs and develop skills. 

I Vote adjustments 

Table B.10.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vlrements 2020/21 2020/21 

of funds from Virements to to Vlrements Total net Total 
2020/21 (COVID·19 (COVID·19 from (COVID·19 (COVID·19 to change allocation 

R thousand Main budget purposesl purposesl (otherl purposesl purposesl lotherl prooosed proposed 

Programmes 

Administration 164 315 -28 871 - - - - - ·28 871 135444 

State-owned Companies Governance 54647 -11000 - - - - - -11000 43 647 
Assurance and Performance 

Business Enhancement, Transformation 37 630393 -22000 - - - - - ·22 000 37 608 393 
and Industrialisation 

Total 37 849 355 -61871 - - - - - ·61871 37 787 484 

Economic classification 

Current payments 305 858 -61871 - - - - - -61871 243 987 

Compensation of employees 197122 ·30 000 - - - - - ·30 000 167122 

Goods and services 108 736 -31871 - - - - - ·31871 76 865 

Transfers and subsidies 17 - - - - - - - 17 

Provinces and municipalities 17 - - - - - - - 17 

Payments for capital assets 3480 - - - - - - - 3 480 

Machinery and equipment 3480 - - - - - - - 3480 

Payments for financial assets 37 540 000 - - - - - - - 37 540000 

Total 37 849 355 -61871 - - - - - ·61871 37 787 484 

Table B.10.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of allocations to general operational spending Items such as travel and subsistence, -31871 - -31871 
communications, Inventory and consumables, and venues and training facilities 

Compensation of emoloyees: Filling of vacancies suspended for the financial vear ·30 000 - -30000 

Total ·61871 - -61871 
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(Main Application Bundle - Page 916) 

ANNEX " A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 11: PUBLIC SERVICE AND 
ADMINISTRATION 
I Vote purpose 

Lead the modernisation of the public service, through a generally applicable framework of norms and standards, to 
improve service delivery. 

I Vote adjustments 

Table B.11.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 offunds from Virements to to Vlrements Total net Total 

Main (COVID-19 ICOVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 258 264 -25 175 -1409 - - 1409 - -25 175 233 089 

Policy Development, Resea rch and Analysis 39 541 ·5 723 - - - - - .5 723 33 818 

Public Service Employment and Conditions 77 690 -15 124 - - - - - ·15 124 62566 
of Service 

Government Chief Information Officer 28 575 -10 648 - - - - - ·10 648 17 927 

Service Delivery Support 101391 ·18 736 -1 20 - - 120 - -18 736 82 655 

Governance of Public Administration 60245 ·10594 - - - - - ·10 594 49 651 

Total 565 706 -86 000 -1 529 - - 1529 - ·86 000 479 706 

Economic classification 

Current payments 519 590 -80000 -1529 - - 1529 - -80000 439 590 

Compensation of employees 333 700 -31000 - - - - - ·31 000 302 700 

Goods and services 185 890 -49 000 -1529 - - 1529 - -49 000 136890 

Transfers and subsidies 43195 ·6000 - - - - - -6000 37195 

Provinces and municipalities 10 - - - - - - - 10 

Departmental agencies and accounts 40985 -6000 - - - - - ·6000 34 985 

Foreign governments and international 2 200 - - - - - - - 2200 
organisations 

Payments for capital assets 2921 - - - - - - - 2921 

Machinery and equipment 2 749 - - - - - - - 2 749 

Software and other Intangible assets 172 - - - - - - - 172 

Pavments for financial assets - - - - - - - - -
Total 565 706 ·86000 ·1529 - - 1529 - -86000 479 706 

Table B.11.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Compensation of emplovees: Fll llnR of vacancies susoended until later In the financial vear -31000 - -31000 

Goods and services: Suspensions and cost-containment of va rious Items, Including catering, travel, training and venue -50529 1529 -49 000 
hire due to COVID-19 restrictions. Reprioritised funds for personal protective equipment, disinfection of the Batho Pele 
Building, and software for remote working 

Departmental agencies and accounts: Reduction in transfer to the Centre for Public Service Innovation due to savings -6000 - -6000 
realised from the COVID-19 restrictions 

Total -87 529 1529 -86000 
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 12: PUBLIC SERVICE 
COMMISSION 
I Vote purpose 
Promote constitutional values and the principles of public administration in the publ ic service. 

I Vote adjustments 

Table B.12.1 Revised programme allocations 
Downward revisions Reallocat ions 

Suspension Virements Allocated Vlrements 2020/21 2020/21 
2020/21 of funds from Vlrements t o to Vlrements Total net Total 

Main (COVID-19 (COVll>-19 from (COVll>-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 143 304 -8 705 -3642 - - 3680 - -8667 134 637 

Leadership and Management Practices 47164 -336 -10 - - - - -346 46 818 

Monitoring and Evaluation 460S4 -398 -18 - - - - -416 4S 638 

lntegrltv and Antl-Corruotlon 61105 -561 -10 - - - - -571 60534 

Total 297 627 -10000 -3680 - - 3680 - -10 000 287 627 

Economic classlllcatlon 

Current payments 295 723 -9 500 ·3680 - - 3680 - -9500 286 223 

Compensation of employees 228872 - - - - - - - 228 872 

Goods and services 66851 -9 500 ·3680 - - 3 680 - -9500 57 351 

Transfers and subsidies 498 - - - - - - - 498 

Households 498 - - - - - - - 498 

Payments for capital assets 1406 ·500 - - - - - · 500 906 

Machinery and equipment 1406 -500 - - - - - -500 906 

Payments for financial assets - - - - - - - - -
Total 297 627 -10 000 -3 680 - - 3680 - -10 000 287 627 

Table B.12.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspensions and cost-containment of various items, including catering, travel, training and venue ·13180 3680 -9 500 
hire due to COVll>-19 restrictions. Repriorltlsed funds for COVID-19 expenses 

Machinery and equipment: 5usoenslons and cost-containment due to COVID-19 restrictions -500 - -500 

Total -13 680 3680 -10 000 
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(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 918) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 13: PUBLIC WORKS AND 
INFRASTRUCTURE 
I Vote purpose 
Provide policy formulation for, as well as coordination, regulation and oversight of, the public works sector in 
relation to the accommodation, housing, land and infrastructure needs of national departments. Enhance 
intergovernmental relations by coordinating concurrent public works functions. Lead and direct the implementation 
of the national expanded public works programme. Promote growth, job creation and transformation in the 
construction and property industries. 

I Vote adjustments 

Table B.13.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Virements Total net Total 

Main (COVID·19 (COVID·19 from (COVID·19 (COVID-19 to change allocation 
R thousand budget purposes I purposes) (other) purposes! purposes! (other) proposed proposed 

Programmes 

Administration 538 883 - - - - - - - 538 883 

Intergovernmental Coordination 63 716 - - - - - - - 63 716 

Expanded Public Works Programme 2 717 463 -771000 - - 771000 - - - 2 717 463 

Property and Construction Industry Policy 4 647 778 ·829 000 - .597 615 829000 - 597 615 - 4 647 778 
and Research 

Prestige Policy 102 956 - - - - - - - 102 956 

Total 8 070796 ·1600 000 - .597 615 1600000 - 597 615 - 8070 796 

Economic classlflcatlon 

Current payments 1OS4524 - - - - - - - 1054 524 

Compensation of employees 594 691 - - - - - - - 594 691 

Goods and services 459 833 - - - - - - - 459 833 

Transfers and subsidies 6 996 074 ·1600 000 - ·597 615 1600 000 - 597 615 - 6996074 

Provinces and municipalities 1582390 - - - - - - - 1582 390 

Departmental agencies and accounts 4 538 759 ·829 000 - .597 615 829 000 - 597 615 - 4 538 759 

Foreign governments and international 28163 - - - - - - - 28163 
organisations 

Public corporations and private enterprises 60800 - - - - - - - 60800 

Non-profit institutions 778 484 .771000 - - 771000 - - - 778 484 

Households 7478 - - - - - - - 7478 

Payments for capital assets 20 198 - - - - - - - 20198 

Machinery and equipment 20 198 - - - - - - - 20198 

Payments for financial assets - - - - - - - - -
Total 8 070 796 ·1600 000 - .597 615 1600000 - 597 615 - 8 070 796 

Table B.13.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

COV1D·19 preparations: Reprloritised funds used to provide additional beds as part of the COVID-19 response by hiring ·829000 829 000 -
hotel accommodation and repairing state-owned accommodation at 5alvokop and Pretoria West College 

Expanded Public Works Programme: Reprlorltised funds will be used to recruit 45 445 participants across the country ·171000 771000 -
for 10 months to help clean and sanitise schools 

Ports of entry: Reprioritisation to fund the quarantine of Individuals entering South Africa and detection of COVID·l9 ·S97 615 597 615 -
infections 

Total ·2197 615 2197 615 -

64 

779 

10 

20 

30 

40 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 919) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 
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ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 14: STATISTICS SOUTH AFRICA 
I Vote purpose 
Lead and partner in the production of statistics, in line with internationally recognised principles and standards, to 
inform users about socioeconomic dynamics for evidence-based decisions. 

I Vote adjustments 

Table B.14.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vire men ts 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net 

Main (COVID-19 (COVID-19 from (COVID-19 (COVI0-19 to change 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed 

Programmes 

Administration 675 552 -12 273 - - - - - -12 273 

Economic Statistics 282145 - - - - - - -
Population and Social Statistics 275 974 -151 808 - - - - - -1 51808 

Methodology and Statist ical Infrastructure 161977 -18 204 - - - - - -18 204 

Statistical Support and Informatics 283 547 -2000 - - - - - -2 000 

Statistical Operations and Provincial 1 729 529 -15 585 - - - - - -15 585 
Coordination 

South African National Statistics 5vstem 43 449 -130 - - - - - -130 

Total 3 4S2173 -200000 - - - - - -200 000 

Economic classification 

Current payments 3136 923 -199 S14 - - - - - -199 514 

Compensation of employees 1611472 - - - - - - -
Goods and services 1525 451 -199 S14 - - - - - -199 514 

Transfers and subsidies S26 - - - - - - -
Departmental agencies and accounts 1 - - - - - - -
Non-profit Institutions 137 - - - - - - -
Households 388 - - - - - - -
Payments for capital assets 314 724 -486 - - - - - -486 

Buildings and other fixed structures 264 484 - - - - - - -
Machinery and equipment 40033 -486 - - - - - -486 

Software and other Intangible assets 10 207 - - - - - - -
Payments for financial assets - - - - - - - -
Total l 4S2173 -200000 - - - - - -200000 

Table B.14.2 Explanations of budget adjustments 

Downward 
R thousand 

Income and Expenditure Survey and Poverty Survey: Surveys have been suspended because they require face-to-face 
Interviews 

Goods and services: Suspension of household data collection due to ' restricted movement, and reductions In travel, 
caterin and faclli hire 

Pa ments for capital assets: Suspension of rocurement 

Total 

revisions Reallocations 

-151808 

-47 706 

-486 

-200000 

2020/21 
Total 

allocation 
proposed 

663 279 

282145 

124166 

143 773 

281547 

1713944 

43 319 

3 252173 

2937 409 

1611472 

1325 937 

S26 

1 

137 

388 

314 238 

264 484 

39 S47 

10207 

-
3 2S2173 

2020/21 
Total net 

change 

-151808 

-47 706 

-486 

-200 000 
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2020 SUPPLEMENTARY BUDGET REVIEW 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

VOTE 15: TRADITIONAL AFFAIRS 
I Vote purpose 
Coordinate traditional affairs across government through the development of appropriate policies, norms and 
standards, systems, and regulatory frameworks; and promote culture, heritage and social cohesion. 

I Vote adjustments 

Table B.15.1 Revised programme allocations 
Oownward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Virements Total net Total 

Main {COVI0·19 (COVI0-19 from (COVI0-19 (COVID·19 to change allocation 
R thousand budget ouroosesl ouroosesl I other) ouroosesl ouroosesl !other) orooosed orooosed 

Programmes 

Administration 54623 -587 - - 17 - - -570 54053 

Research, Policy and Legislation 19 012 -302 - - - - - -302 18 710 

Institutional Support and Coordination 99764 -2 578 - - 450 - - ·2128 97636 

Total 173 399 ·3 467 - - 467 - - ·3000 170 399 

Economic classification 

Current payments 122 856 -3467 - - 467 - - -3000 119 856 

Compensation of employees 84 913 - - - - - - - 84913 

Goods and services 37 943 ·3467 - - 467 - - -3000 34943 

Transfers and subsidies 47688 - - - - - - - 47 688 

Provinces and municipalities 10 - - - - - - - 10 

Departmental agencies and accounts 47678 - - - - - - - 47 678 

Payments for capital assets 2855 - - - - - - - 2855 

Machinery and equipment 2 855 - - - - - - - 2855 

Payments for financial assets - - - - - - - - -
Total 173 399 -3467 - - 467 - - -3000 170 399 

Table B.15.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduction In non-essential goods and services such as travel and subsistence, and venues and -3467 467 -3000 
facilities 

Total -3467 467 ·3000 

66 

781 

10 

20 

30 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Appl ication Bundle - Page 921) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 
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ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 16: BASIC EDUCATION 
I Vote purpose 
Provide quality basic education for all, and lead the establishment and development of a South African schooling 
system for the 21st century. 

I Vote adjustments 

Table B.16.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offun ds from Vlrements to to Vlrements Total net Total 

Main (COVI0 -19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes! purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration Sl9 401 -24360 - - 10000 - - -14360 sos 041 

Curriculum Policy, Support and Monitoring 2 02S 646 -2311S7 - - 50000 - - ·1811S7 1844 489 

Teachers, Education Human Resources and 1437 738 -20 390 - - - - - ·20 390 1417 348 
Institutional Development 

Planning, Information and Assessment 13 355 974 -6 812 009 - - 5 000 000 - - -1812 009 11 543 965 

Educational Enrichment Services 7 989 473 -157 282 - - 90000 - - -67 282 7 922 191 

Total 25 328 232 -7 245 198 - - 5 150 000 - - -2 095198 23 233 034 

Economic classification 

Current payments 2 668 812 -291856 - - 10000 - - -281856 2 386 956 

Compensation of employees 584 252 - - - - - - - 584 252 

Goods and services 2 042142 -291856 - - 10000 - - -281856 1760 286 

Interest and rent on land 42418 - - - - - - - 42 418 

Transfers and subsidies 21150 175 -6 893 342 - - 4 540000 - - -2353342 18 796 833 

Provinces and municipalities 19 S64 279 -6888604 - - 4 S40000 - - · 2 348 604 17 215 675 

Departmental agencies and accounts 1S7 363 -4 738 - - - - - -4 738 1S2 625 

Foreign governments and international 21116 - - - - - - - 21116 
organisations 

Non-profit Institutions 115 811 - - - - - - - 115 811 

Households 1291606 - - - - - - - 1291606 

Payments for capital assets 1509 245 -60000 - - 600000 - - S40 000 2 049 245 

Buildings and other fixed structures 1502087 -60 000 - - 600000 - - 540000 2 042 087 

Machinery and equipment 6809 - - - - - - - 6809 

Software and other Intangible assets 349 - - - - - - - 349 

Pavments for financial assets - - - - - - - - -
Total 25 328 232 -7 245198 - - 5 150 000 - - -2095198 23 233 034 
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2020 SUPPLEMENTARY BUDGET REVIEW 

Table B.16.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocatlons change 

Education Infrastructure grant: Provinces will delay starting new projects this year to accommodate the reductions. The ·6 621000 4 400 000 ·2 221000 
remaining funds will be used to honour existing contractual agreements and for essential maintenance and upgrading of 
schools. Provinces will reallocate these funds to ensure a safe environment for learning and teaching. This will Include 
the provision of clean water and soap, additional mobile classes to ensure smaller classes, the daily cleaning of 
classrooms and screen I n~ of learners and teachers, and the provision of personal protective equipment and sanitiser 

School Infrastructure backlogs grant: The start of new projects will be delayed. The R600 million Is a reimbursement · 60000 600000 540000 
from six provinces to the national department for the provision of water and water tanks to 3 433 schools without 
access to potable water 

Goods and services: Suspension of allocations to Items such as travel, training, catering and venues due to reduced -2918S6 10000 -281856 
activities. In addition, workbooks will not be provided to low-fee Independent schools In 2021 as planned. Reallocated 
funds will provide equipment for the dally cleaning and sanitisation of workspaces, and sanit iser and temperature-
screening facilities 

Maths, science and technology grant: The planned teacher training will be scaled back or cancelled for 2020. Provinces ·98000 30000 ·68000 
will Implement catch-up programmes for over 50 000 learners, targeting Maths, Science and Technology, Including the 
provision of !CT-related solutions 

HIV and AIDS (life skills education) grant: All planned training sessions for over 20 000 educators will be cancelled. .99 604 40000 .59 604 
Reallocated funds will be used to print and distribute learning support material on protecting oneself from COVID-19 to 
all schools 

National School Nutrition Programme: Suspension of the feeding programme while schools were closed provides -50000 50000 -
resources for the provision of personal protective equipment to about 20 000 schools for food handlers and the daily 
sanitisation of areas where food Is prepared and served 

Learners with profound Intellectual dlsabllltles grant: Provinces were unable to appoint the necessary additional staff -20000 20000 -
under lockdown conditions. The reallocated funds will be used to provide personal protective equipment for caregivers, 
teachers and other professionals working with learners with profound Intellectual dlsablllt les at 518 special care centres 
and 115 soecial schools 

South African Council for Educators: All planned development and support sessions with educators will be cancelled -4 738 - .4 738 
due to the constraints Imposed by social distancing and restrictions on large gatherings 

Total .7 245198 51SO 000 ·2 095198 
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ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 17: HIGHER EDUCATION AND 
TRAINING 
I Vote purpose 

Develop and support a quality higher and vocational education sector. Promote access to higher education, 
vocational education and skills development training opportunities. 

I Vote adjustments 

Table B.17.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vlrements 2020/21 2020/21 
offunds from Virements to to Virements Total net Total 

2020/21 (COVID·19 (COVI0·19 from (COV1D·19 (COVID·19 to change allocation 
R thousand Main budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 491228 ·4S 725 ·1510 - - 1510 - -45 725 445 503 

Planning, Polley and Strategy 214 476 -16 407 - - - - - -16407 198 069 

University Education 80083350 -5 733 017 - - 4 827 404 - - -905 613 79177 737 

Technical and Vocational Education and 13 813 565 -911598 - - 172 203 - - -739 395 13 074 170 
Training 

Skills Development 318 512 ·18 371 - - - - - -18 371 300 141 

Community Education and Training 2 522 862 ·8 882 - - - - - ·8882 2 513 980 

Direct charge against the National 19 412 896 ·8122380 - - - - - -8122 380 11290 516 
Revenue Fund 

Total 116 856 889 -14 856 380 -1510 - 4 999 607 1510 - -9 856 773 107000116 

Economic classification 

Current payments 10989443 ·316 704 ·1510 - - 1510 - ·316 704 10672 739 

Compensation of employees 10 281060 · 157 310 - - - - - -157 310 10 123 750 

Goods and services 708383 ·159 394 ·1 510 - - 1510 - ·159 394 548 989 

Transfers and subsidies 105 851184 ·14 539 676 - - 4 999 607 - - ·9 540069 96 311115 

Departmental agencies and accounts 54 799 705 -10 632 473 - - 2 500000 - - ·8132 473 46 667 232 

Higher education Institutions 44 796106 ·3 210000 - - 2 327 404 - - -882 596 43 913 510 

Foreign governments and International 4112 - - - - - - - 4112 
organisations 

Non-profit Institutions 6 251261 ·697 203 - - 172 203 - - ·525000 5 726 261 

Payments for capital assets 16 262 - - - - - - - 16 262 

Machinery and equipment 15862 - - - - - - - 15 862 

Software and other Intangible assets 400 - - - - - - - 400 

Payments for financial assets - - - - - - - - -
Total 116856889 ·14 856 380 ·1510 - 4 999 607 1 510 - -9 856 773 107000116 
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2020 SUPPLEMENTARY BUDGET REVI EW 

Table B.17.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

University subsidies: The planned new five·year Historically Disadvantaged Institutions Development Programme and · 2500000 2 117 404 -382 596 
the implementation of phase 7 of the new Generation of Academics Programme will be delayed to 2021/22. Institutions 
are procuring personal protective equipment. Several universities will be providing laptops and data to students for 
online learning 

National Student Financial Aid Scheme (NSFAS) (student loans and bursaries): The suspended funds will be used to ·2 500000 2 500 000 -
support the completion of the 2020 academic year, Including providing devices and data for NSFAS-funded students 

Universities infrastructure and efficiency grant: Funds will be used to provide infrastructure to support online learning. -710000 210 000 -500000 
New university Infrastructure projects will be delayed, but institutions will honour existing contractual agreements and 
spend on essential maintenance 

TVETs infrastructure and efficiency grant: Only existing commitments will be honoured and only essential maintenance ·370 000 - -370 000 

will be undertaken 

Technical and vocational education and training colleges: The 2021 intake of the Centres of Specialisation Programme ·312 203 162 203 ·150 000 
will be deferred to the 2022 academic year. Institutions are procuring the required personal protective equipment. Some 
TVETs will be providing devices and data to students for online learning and catch-up programmes 

Goods and services: Suspensions relate mainly to allocations for travel, training, catering and venues, as well as ·160 904 1510 ·159 394 
computer services for data-lines and software for TVETs' exam systems 

Compensation of employees: Fi iiing of vacancies suspended until later In the financial year ·157 310 - ·157 310 

Transfers to public entitles: A portion of the transfer to various public entities will be suspended. The filling of vacancies ·10 093 - ·10093 
will be postponed and there will be reduced spending on items like travel, t raining, catering and venues 

Operatlonallsatlon of new campuses: The completion of new sites will be delayed due to the restrictions on economic -15 000 10000 -5000 
activity. The repriorit ised funds will contribute to ensuring that TVET campuses are safe for the resumption of the 
academic year 

Skills levv: Downward revision due to four-month holiday for contributions -8122 380 - -8122 380 

Total ·14857 890 5 001117 .9 856 773 
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ANNE XURE B: EXPLAN ATORY M EMORANDUM TO THE ADJUSTMENTS APPROPRIATION Bi l l 

VOTE 18: HEALTH 
I Vote purpose 
Lead and coordinate health services to promote the health of all people in South Africa through an accessible, caring 
and high-quality health system based on the primary health care approach. 

I Vote adjustments 

Table B.18.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Virements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administra tion 672 237 - -67SO - - - - -6 7SO 66S 487 

National Health Insurance 1392 397 - -141174 - - 54424 - -86 7SO 130S 647 

Communicable and Non-communicable 25188 415 - -681 750 - 2 816826 932 444 - 3 067 520 28 255 935 
Diseases 

Primary Health Care 238 288 - - - - 50578 - 50578 288 866 

Hospital Systems 21774677 - -1 783 403 - - 1563 403 - -220000 21554 677 

Health System Governance and Human 6 249 983 - -17 772 - 96700 30000 - 108 928 6 358 911 
Resources 

Total 55 515 997 - -2 630 849 - 2 913 526 2630 849 - 2 913 526 58429 523 

Economic classification 

Current payments 3 008 733 - -220 029 - - 411029 - 191000 3199 733 

Compensation of employees 905 784 - - - - 77361 - 77 361 983145 

Goods and services 2102 949 - -220029 - - 333 668 - 113 639 2 216 588 

Transfers and subsidies 51271899 - -1990 820 - 2 913 526 2019 820 - 2 942526 54 214 425 

Provinces and munlclpalltles 49 267161 - -1990 820 - 2 816826 2 019820 - 2 845826 52112 987 

Departmental agencies and accounts 1810970 - - - 96700 - - 96700 1907 670 

Foreign governments and International 375 - - - - - - - 375 
organisations 

Non-profit institutions 193 393 - - - - - - - 193 393 

Payments for capital assets 1235 365 - -420 000 - - 200000 - -220 000 1015 365 

Buildings and other fixed structures 892144 - -420000 - - 200000 - -220 000 672 144 

Machinery and equipment 343 221 - - - - - - - 343 221 

Payments for financial assets - - - - - - - - -
Total SS 515 997 - -2 630849 - 2 913 526 2630849 - 2 913 526 58 429 523 
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2020 SUPPLEMENTARY BUDGET REVIEW 

Table B.18.2 Explanations of budget adjustments 

R thousand 

HIV, TB, malaria and community outreach grant: HIV/AIDS component: Reductions due to slower uptake In the 
antlretrovlral treatment programme, global supply constraints for condoms, lower demand for medical male 
circumcisions and efficiencies In programme management. Reprioritlsatlon to COVID-19 lab tests, Cuban doctors, 
contractin with rivate hos itals, ersonal rotective e ui ment and thermometers 

National health Insurance grant: No major Impact foreseen from suspension; allocations for contracting health 
rofesslonals to sup ort COVID-19 response 

National health Insurance grant: Health facility revitalisation component: Funds for certain Infrastructure projects that 
have been ost oned wlll be redirected towards ilotin field hos itals and other COVID-19 needs 

Health faclllty revitalisation grant: Funds for certain Infrastructure projects that have been postponed to be redirected 
towards COVI0-19 infrastructure needs, lncludin additional hos ital beds 

National tertiary services grant: Savings from postponing certain elective procedures and fewer non-COVID-19 hospital 
admissions will be used for tertla hos ital services for COVID-19 atients, artlcularl critical care 

Operational expenditure: Reductions mainly from the departmental goods and services budget. These will be absorbed 
throu h efficiencies, cost-cuttln measures and savln s due to the restrictions on economic actlvl 

National health Insurance Indirect grant: Personal services component: Contracting of private GPs postponed to next 
financia l ear 

National health Insurance Indirect grant: Non-personal services component: No major Impact foreseen given historical 
attern of unders ending 

National Department of Health Interventions: These Include personal protective equipment procurement for port 
health services, communication campai ns and occu atlonal health interventions 

National Institute for Communicable Diseases: The NICO requires additional resources for COVID-19 survelllance and 
control activities 

Total 

72 

Downward 
revisions Reallocations 

-604 711 3 450537 

-22 706 22 706 

-420 000 200000 

-1065 786 1065 786 

·297 617 297 617 

-101561 

-80000 

-38 468 

411029 

96700 

·2630849 s 544 375 

2020/21 
Total net 

chan e 

2 845 826 

-220000 

-101561 

-80000 

-38 468 

411029 

96700 

2 913 526 
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ANNEXURE B: EXPLAN ATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 19: SOCIAL DEVELOPMENT 
I Vote purpose 
Ensure protection against vulnerability by creating an enabling environment for the provision of a comprehensive, 
integrated and sustainable social development service. 

I Vote adjustments 

Table B.19.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Virements 2020/21 2020/21 
of funds from Vlrements to to Vlrements Total net Total 

2020/21 (COVID·19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand Main bud~et ouroosesl ouroosesl (other( purposes) purposes) (other) proposed proposed 

Programmes 

Administration 426 660 - -13 000 - - 230QQ - lQOQQ 436 66Q 

Social Assistance 187 835 779 -15 417 4Q2 - - 4Q 891284 - - 25 473 882 213 3Q9 661 

Social Security Polley and Administration 7 83197Q - -5500 - - - - -s SQQ 7 826 47Q 

Welfare Services Polley Development and 1256 698 -64500 -27 SQO - 6450Q 33QOO - S SQQ 1262198 
Implementation Support 

Social Policy and Integrated Service 367 168 - -10 OOQ - - - - -lQ 000 357168 
Delivery 

Total 197 718 275 -15 481902 -56 OOQ - 40 955 784 560QO - 25 473 882 223192157 

Economic classification 

Current payments 939 592 - -56000 - - 56000 - - 939 592 

Compensation of employees 537 857 - - - - 330QO - 33QQQ 570857 

Goods and services 401 735 - -S60QQ - - 23 QQQ - -33 QOO 368 73S 

Transfers and subsidies 196 766 757 -15 481902 - - 40 955 784 - - 25 473 882 222 240 639 

Provinces and municipalities 915 149 -64 SOQ - - 64500 - - - 915 149 

Departmental agencies and accounts 7 944 717 - - - - - - - 7944 717 

Foreign governments and International 7 318 - - - - - - - 7318 
organisations 

Non-profit Institutions 42 62Q - - - - - - - 42 62Q 

Households 187 856 953 -15 417 4Q2 - - 4Q 891284 - - 25 473 882 213 33Q 835 

Payments for capital assets 11926 - - - - - - - 11926 

Machinery and equipment 113Q6 - - - - - - - 1l 3Q6 

Software and other Intangible assets 62Q - - - - - - - 620 

Pavments for financial assets - - - - - - - - -
Total 197 718 275 -15 481902 -56 000 - 4Q 955 784 56000 - 25 473 882 223192157 

Table B.19.2 Explanations of budget adjustments 

202Q/21 
Downward Total net 

R thousand revisions Reallocations change 

Social assistance grants: The amount available In the current financial year Is due to early payment of social grants for -lS 417 4Q2 4Q 891284 25473 882 
April 2Q2Q. The additional allocation of R4Q.9 billion for social assistance grants, Including the RlS.4 billion available In 
the basel ine, will be used to top up various grants for a limited t ime, and provide a special COVID-19 social relief of 
distress grant of R3SO for six months 

Early childhood development grant: Suspension of the Infrastructure grant component due to the postponement of -645QQ 64500 -
planned centre upgrades for one year. The grant allocation will be repurposed to prioritise the supply of essential goods 
to support basic health and hygiene practices In ECO sites 

Goods and services: Suspensions from several goods and services Items, Including consultants, venues, training and -560QQ 23QQO -33 000 
development, catering and communication. Allocation for the procurement of personal protective equipment for 
Department of Social Develooment facilities and community nutrition development centres 

Welfare services policy development and Implementation support: Shift to compensation of employees to hire 1 809 - 33000 33000 
social workers to provide psychosocial services to affected people during the pandemic. The social workers will be paid a 
stipend of R6 000 per month for three months 

Total -15 537 902 41011784 25 473 882 
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2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 20: WOMEN, YOUTH AND 
PERSONS WITH DISABILITIES 
I Vote purpose 
Lead, coordinate and oversee the transformation agenda for the socioeconomic empowerment, rights and equal 
treatment of women, youth and persons with disabilities. 

I Vote adjustments 

Table B.20.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget ouroosesl ouroosesl (other) ourooses) purposes) (other) proposed proposed 

Programmes 

Administration 93 319 -6303 -200 - 127S 1475 - -3 7S3 89566 

Social Transformation and Economic 124 769 -20159 -356 - 3 000 - - -17 515 107 254 
Empowerment 

Policy, Stakeholder Coordination and 49156 -8505 -670 - - - - -9175 39 981 
Knowledge Management 

Rights of Persons with Disabilities 19945 -3494 -249 - - - - -3 743 16 202 

National Youth Develooment 491301 -99 067 - - - - - -99067 392 234 

Total 778490 .137 528 ·1475 - 4275 1475 - -133 253 645 237 

Economic classification 

Current payments 206028 -27 228 - - 1275 - - -25 953 180 075 

Compensation of employees 121186 - - - - - - - 121186 

Goods and services 84842 -27 228 - - 1275 - - -25 953 58889 

Transfers and subsidies 568 781 -110300 - - 3000 - - -107 300 461481 

Provinces and municipalities 16 - - - - - - - 16 

Departmental agencies and accounts 568 563 -110 300 - - 3000 - - -107 300 461263 

Households 202 - - - - - - - 202 

Payments for capital assets 3681 - -1475 - - 147S - - 3 681 

Machinery and equipment 2 708 - -1475 - - 1475 - - 2 708 

Software and other Intangible assets 973 - - - - - - - 973 

Payments for financial assets - - - - - - - - -
Total 778490 .137 528 ·1475 - 4275 1475 - -133 253 645 237 

Table B.20.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

National Youth Development Agency: Reduction In events, Including promotional events, branding and travel -97000 - -97 000 

Operational expenditure: The restrictions on economic activity have reduced goods and services and capital spending. -28 703 2 750 -25 953 
Funds reprloritised for procurement of ICT equipment to enable officials to work remotely 

Commission for Gender Equality: Suspensions funded through delays In the filling of vacancies, and reductions In goods -13 300 3000 -10 300 
and services spending, Including consultations with communities. Funds reprioritised for procurement of personal 
protective equipment, disinfection of office premises and enhancement of ICT systems for officials to sustain outreach 
during the lockdown 

Total .139 003 5 750 -133 253 
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ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 21: CIVILIAN SECRETARIAT FOR 
THE POLICE SERVICE 
I Vote purpose 
Provide strategic advice and support to the Minister of Police. Exercise civilian oversight of the South African Police 
Service to ensure a transformed and accountable police service that reflects the values of a developmental state. 

I Vote adjustments 

Table B.21.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Virements Total net Total 

Main (COVID-19 (COVID·19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) fotherl purposes! purcosesl lotherl crocosed croPosed 

Programmes 

Administration 69412 -61SO -210 - - 210 - -61SO 63 262 

lnte~ectoral Coordination and Strategic 26743 -1604 - - - - - -1604 2S 139 
Partnerships 

Legislation and Policy Development 24 796 -1623 - - - - - -1623 23173 

Clvlllan Oversight, Monitoring and 35 361 -2 623 - - - - - -2 623 32 738 
Evaluations 

Total 156 312 -12 000 -210 - - 210 - ·12 000 144 312 

Economic classification 

Current payments 154 283 -11650 -210 - - 210 - -11650 142 633 

Compensation of employees 112 047 -1286 - - - - - -1286 110 761 

Goods and services 42 236 -10 364 -210 - - 210 - -10364 31872 

Transfers and subsidies 208 - - - - - - - 208 

Provinces and municipalities 6 - - - - - - - 6 

Departmental agencies and accounts 202 - - - - - - - 202 

Payments for capital assets 1821 -350 - - - - - -350 1471 

Machinery and equipment 1756 -350 - - - - - -3SO 1406 

Software and other Intangible assets 65 - - - - - - - 65 

Pavments for financial assets - - - - - - - - -
Total 156 312 -12 000 -210 - - 210 - -12 000 144 312 

Table B.21.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Operational spending: Suspension of spending on various goods and services, machinery and equipment, and -12 210 210 -12 000 
compensation of employees due to the restrictions on economic activity. Reallocations are for the procurement of 
personal protective eQuicment for emclovees 

Total -12 210 210 -12 000 
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VOTE 22: CORRECTIONAL SERVICES 
I Vote purpose 
Contribute to a just, peaceful and safer South Africa through the effective and humane incarceration of inmates and 
the rehabilitation and social reintegration of offenders. 

I Vote adjustments 

Table B.22.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID·19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 5 343 066 -261513 -49 877 - 237 713 13164 - -60 513 5 282 553 

Incarceration 15 822 624 - -188 473 - - 1375 - -187 098 15 635 526 

Rehabilitation 2 164 210 - -3 204 - - - - -3 204 2161006 

Care 2 392 799 - -42 240 - 23800 269 255 - 250 815 2 643 614 

Social Reintegration l 077 263 - - - - - - - l 077 263 

Total 26 799 962 -261 513 -283 794 - 261513 283 794 - - 26 799 962 

Economic classification 

Current payments 25 324 503 -261513 ·122 731 - 23800 252 049 - -108395 25 216108 

Compensation of employees 18 732143 ·261513 - - 23800 - - -237 713 18 494 430 

Goods and services 6 S92360 - -122 731 - - 2S2 049 - 129 318 6 721678 

Transfers and subsidies 665 603 - - - - - - - 665 603 

Provinces and municipalities 6835 - - - - - - - 6835 

Departmental agencies and accounts 9 323 - - - - - - - 9 323 

Households 649 445 - - - - - - - 649 445 

Payments for capital assets 809 856 - -161063 - 237 713 31745 - 108 395 918 251 

Buildings and other fixed structures 570 219 - -161 063 - - - - -161063 409156 

Machinery and equipment 237 902 - - - 137 713 31745 - 169 458 407 360 

Biological assets 1735 - - - - - - - 1735 

Software and other intangible assets - - - - 100 000 - - 100000 100000 

Payments for financial assets - - - - - - - - -
Total 26 799 962 -261513 -283 794 - 261 513 283 794 - - 26 799 962 

Table B.22.2 Explanations of budget adjustments 
2020/21 

Downward Total net 
R thousand revisions Reallocations change 

Compensation of emplovees: Appointment of additional personnel suspended -261513 23800 ·237 713 

Goods and services: Suspension of spending on goods and services such as operating leases, travel and subsistence, -122 731 252 049 129 318 
catering, and venues and facilit ies 

Buildings and other fixed structures: Rescheduling of infrastructure improvement programme aimed at refurbishing and -161063 - -161063 
improving facilities Intended to address overcrowding 

Machinery and equipment: Procurement of pharmaceutical fridge, thermal fogging machine and mist blower for - 269 458 269458 
sanitisinR and decontaminatinR eauipment 

Total -545 307 545 307 -
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VOTE 23: DEFENCE 
I Vote purpose 
Defend and protect the Republic of South Africa, its territorial integrity and its people, in accordance with the 
Constitution and the principles of international law regulating the use of force. 

I Vote adjustments 

Table B.23.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vlrements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID·19 from (COVID·19 (COVID·19 to change allocation 
R thousand budRet DUrDosesl DUrDosesl lotherl DUrDosesl purposes) (other) proposed proposed 

Programmes 

Administration 5 731874 · 193 500 - - 30000 - - ·163 500 5 568 374 

Force Employment 3 671088 -112114 -10l 4S6 - 87S 538 101456 - 763 424 4 434 512 

Landward Defence 17 421897 -174 030 - - 174 030 - - - 17 421897 

Air Defence 7 40S 301 ·91000 - - 330000 - - 239000 7 644 301 

Maritime Defence 4 91S 613 ·104 700 ·31000 - 104 700 31000 - - 4 91S 613 

Military Health Support 5 6SS 997 -22 800 - - 682 800 - - 660000 6 31S 997 

Defence Intelligence 1187 534 -6200 - - 6200 - - - 1187 S34 

General Support 6449317 ·507 700 ·7S 500 - 1888 776 75 500 - 1381076 7 830 393 

Total 52 438 621 -1212 044 ·207956 - 4 092044 207 956 - 2880000 55 318 621 

Economic classification 

Current payments 44573 925 ·1092 044 -64 774 - 2 861676 204 9S6 - 1909 814 46483 739 

Compensation of employees 31177 687 - - - 763 424 - - 763 424 31941111 

Goods and services 13 396 238 ·1092 044 · 64 774 - 2 098 252 204 956 - 1146 390 14 542 628 

Transfers and subsidies 7 091013 -120 000 - - - 3000 - ·117 000 6 974 013 

Provinces and municipalities 611 - - - - - - - 611 

Departmental agencies and accounts 5 376 947 - - - - - - - 5 376 947 

Public corporations and private enterprises 1512 968 -120000 - - - 3000 - ·117 000 1395 968 

Non-profit institutions 10026 - - - - - - - 10 026 

Households 190 461 - - - - - - - 190 461 

Payments for capital assets 773 683 - -143182 - 1230368 - - 1087186 1860 869 

Buildings and other fixed structures 449 870 - .59 478 - 70000 - - 10522 460392 

Machinery and equipment 278 718 - ·83 704 - 1160 368 - - l 076 664 13SS 382 

Software and other Intangible assets 43 289 - - - - - - - 43 289 

Specialised military assets 1806 - - - - - - - 1806 

Payments for financial assets - - - - - - - - -
Total 52438 621 ·1212 044 ·2079S6 - 4092044 207 9S6 - 2 880 000 SS 318 621 

Table B.23.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of activities such as advertising and training and development, and cancellation of ·193 500 30000 ·163 500 
official fore i~n travel and International engagements 

Operational spending: Suspension of travel and training activities and procurement of vehicles, and postponement of -387 600 493 777 106 177 
refurbishln~ buildinRs. Additional allocations for ra tion costs and fuel costs 

Operational spending: Suspension of travel and training activities. Additional allocations for aircraft fuel and troop -226 700 535 235 308 535 
transport as part of Operation Notlela 

0Derational sDendin~: Suspension of travel and trainin~ activities. Additional allocations for medical suoplies ·29000 749 978 720 978 

Operational spending and payments for capital assets: Suspension of travel and training activities, and procurement -463 200 1724586 1261386 
and maintenance of vehicles. Additional allocations will be used to procure disinfectant tunnels, set up quarantine 
clinics procure personal protective equipment for deployed soldiers and repatriate South African citizens 

Compensation of employees: Additional allocations for the Reserve Force deployment, including deployment allowances - 763424 763 424 
within the Force Employment Programme 

Pu bile corporations and private enterprises: Downward revision to Armscor and reallocation to the Castle Control Board ·120000 3000 ·117 000 
to compensate for loss of Income during restrictions on economic activity 

Total ·1420000 4 300000 2 880 000 
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2020 SUPPLEMENTARY BUOGET REVIEW 

VOTE 24: INDEPENDENT POLICE 
INVESTIGATIVE DIRECTORATE 
I Vote purpose 

Ensure independent oversight of the South African Police Service and the Municipal Police Services. Conduct 

Independent and impartial investigations of identified criminal offences allegedly committed by members of the 

South African Police Service and the Municipal Pol ice Services; and make appropriate recommendations. 

I Vote adjustments 

Table B.24.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 olfunds from Vlrements to to Vlrements Total net Total 

Main (COVID-19 (COVID·19 from (COVID·19 (COVID-19 to change allocation 
R thousand budeet curcosesl curcosesl (other) curcosesl curcosesl !other) crocosed crocosed 

Programmes 

Administration 104 993 - -4078 - - - - -4078 100915 

Investigation and Information Management 231 005 - - - - 4820 - 4820 235 825 

Legal and Investigation Advisory Services 6 932 - -182 - - - - -182 6 750 

Compliance Monitoring and Stakeholder 12 737 - -560 - - - - -560 12177 
Management 

Total 355 667 - -4 820 - - 4820 - - 355667 

Economic classification 

Current payments 349 353 - -4 820 - - 4820 - - 349353 

Compensation of employees 242 827 - - - - - - - 242 827 

Goods and services 106526 - -4 820 - - 4820 - - 106 526 

Transfers and subsidies 820 - - - - - - - 820 

Departmental agencies and accounts 820 - - - - - - - 820 

Payments for capital assets 5494 - - - - - - - 5494 

Machinery and equipment 5 494 - - - - - - - 5 494 

Pavments for financial assets - - - - - - - - -
Total 355 667 - -4 820 - - 4820 - - 355 667 

Table B.24.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of activities due to restrictions on economic activity, Including planned Internal audits, -4 820 4820 -
risk assessments, training and workshops. Funds reprlorltlsed for the procurement of personal protective equipment for 
Jnvestieators and other staff, includlne sanitisation of lndecendent Police lnvestieative Directorate buildines 

Total -4 820 4820 -
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNE XURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 25: JUSTICE AND 
CONSTITUTIONAL DEVELOPMENT 
I Vote purpose 

Uphold and protect the Constitution and the rule of law, and render accessible, fair, speedy and cost-effective 

administration of justice in the interests of a safer and more secure South Africa. 

I Vote adjustments 

Table B.25.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vire men ts Allocated Virements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 2 356 456 - -61917 - - 107 895 150 000 195 978 2 552 434 

Court Services 7180 283 ·198000 -196170 ·150000 - 196170 - ·348 000 6 832 283 

State Lega l Services 1431927 -35 000 -lS S28 - - - - -50528 1381399 

National Prosecuting Authority 4583 924 ·150000 -30450 - - - - ·180 450 4403 474 

Auxlllary and Associated Services 4 308031 -33 000 -30000 - - 30000 - . 33 000 4 275 031 

Direct charge against the National Revenue 2550 227 - - - - - - - 2 550 227 
Fund 

Total 22410 848 -416 000 .334 065 -150000 - 334065 150000 -416 000 21994848 

Economic classification 

Current payments 18 096 476 -261000 .233 625 ·17 000 - 264 065 149 000 -98 560 17 997 916 

Compensation of employees 12 937 295 -261000 - -17 000 - - 17000 -261000 12 676 295 

Goods and services 5 159181 - -233 625 - - 264 065 132 000 162440 5 321621 

Transfers and subsidies 3 250 214 -33000 - - - - - -33000 3 217 214 

Provinces and municipalities 825 - - - - - - - 825 

Departmental agencies and accounts 3107177 -33 000 - - - - - -33 000 3 074177 

Foreign governments and International 18 859 - - - - - - - 18 859 
organisations 

Households 123 353 - - - - - - - 123 353 

Payments for capital assets 1064158 -122 000 -100440 -133 000 - 70000 1000 -284440 779 718 

Buildings and other fixed structures 874 435 ·122 000 ·100 440 ·133 000 - - - -355 440 518 995 

Machinery and equipment 189 723 - - - - 70000 1000 71000 260 723 

Payments for financial assets - - - - - - - - -
Total 22 410 848 -416 000 .334 065 -150 000 - 334 065 150 000 -416 000 21994848 

Table B.25.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Compensation of employees: Appointment of additional personnel suspended -278 000 17000 -261000 

Legal Aid South Africa, Special Investigating Unit and Justice Modernisation: Suspended capacitatlon and procurement .33 000 - ·33 000 
of audiovisual system 

Goods and services: Funds reprioritised mainly to procure personal protective equipment and temperature-scanning ·233 625 396065 162 440 
devices, as well as deeo-clean courts and other Justice service ooints 

Capital Works Programme: Suspended commencement and completion of courts Infrastructural projects .355 440 71000 -284 440 

Total -900 065 484 065 -416 000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 934) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 26: MILITARY VETERAN S 
I Vote purpose 

Formulate policies and standards aimed at providing a comprehensive delivery system to military veterans and their 
dependants in recognition of their role in the democratisation of South Africa. 

I Vote adjustments 

Table 8.26.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID-19 from (COVID-19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 138 527 -15 000 -6000 - - 6000 - ·15 000 123 527 

Socioeconomic Support 401404 ·90000 ·207 008 - - 207008 - ·90000 311404 

Empowerment and Stakeholder 143142 ·32 000 ·14 409 ·186 - 14409 186 ·32000 111142 
Management 

Total 683 073 .137 000 ·227 417 ·186 - 227 417 186 .137 000 546 073 

Economic classification 

Current payments 40S467 -47 000 ·19 296 - - 18 744 - -47 552 357 915 

Compensation of employees 140 567 - - - - - - - 140 567 

Goods and services 264 900 .47 000 ·19 296 - - 18 744 - -47 552 217 348 

Transfers and subsidies 260880 ·90 000 ·202 529 - - 202 529 - ·90 000 170 880 

Households 260880 ·90000 ·202 529 - - 202 529 - ·90 000 170 880 
Payments for capital assets 16726 - .5 592 ·186 - 6144 186 552 17278 

Machinery and equipment 8 941 - ·778 - - 3 883 186 3 291 12 232 

Heritage assets 5000 - ·4 814 ·186 - - - ·5000 -
Software and other Intangible assets 2 785 - - - - 2 261 - 2 261 5046 

Payments for financial assets - - - - - - - - -
Total 683 073 ·137 000 ·227417 ·186 - 227 417 186 .137 000 546 073 

Table B.26.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Operational expenditure: The Implementation of new provincial offices, the relocation of the head office and associated .72 074 25074 .47 000 
orocurement of ICT Infrastructure have been susoended due to restrictions on economic actlvitv 

Transfer to households: Expected reduction In houses to be built and bursaries required for military veterans and their ·90000 - ·90000 
dependants 

Transfer to households: Technical correction to classification of allocation ·202 529 202 529 -
Total ·364 603 227 603 .137 000 
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ANNEX " A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE 8: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 27: OFFICE OF TH E CHIEF 
JUSTICE 
I Vote purpose 

Strengthen judicial governance and independence by rendering effective support to the Chief Justice in executing 

administrative and judicial powers and duties as both head of t he Judiciary and the Constitutional Court. 

I Vote adjustments 

Table B.27.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVlD-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budfet purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 235 927 -13 811 - - - - - -13 811 222 116 

Superior Court Services 948 632 -10 161 - - - - - -10 161 938 471 

Judicial Education and Support 7S282 -6 028 - - - - - -6028 69 254 

Direct charge against the National Revenue 1190937 - - - - - - - 1190 937 
Fund 

Total 2450 778 -30 000 - - - - - -30000 2 420 778 

Economic classification 

Current payments 2 212442 -30 000 - - - - - -30 000 2182 442 

Compensation of employees 1871509 - - - - - - - 1871509 

Goods and services 340933 -30000 - - - - - -30 000 310 933 

Transfers and subsidies 128135 - - - - - - - 128 135 

Provinces and municipalities 13 - - - - - - - 13 

Departmental agencies and accounts 4 - - - - - - - 4 

Households 128 118 - - - - - - - 128 118 

Payments for capital assets 110 201 - - - - - - - 110 201 

Machinery and equipment 110 201 - - - - - - - 110 201 

Pavments for financial assets - - - - - - - - -
Total 2 450778 -30 000 - - - - - -30 000 2420778 

Table B.27 .2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Suspension of various goods and services Items associated with training courses for the judiciary, -30000 - -30000 
finalisation of cases and the modernisation of courts proiects 

Total -30000 - -30 000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 936) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 28: POLICE 
I Vote purpose 

Prevent, combat and investigate crime; maintain public order; protect and secure the inhabitants of South Africa 
and their property; and uphold and enforce the law. 

I Vote adjustments 

Table B.28.1 Revised programme allocations 
Downward revisions Reallocations I 

Suspension Vlrements Allocated Vlrements 2020/21 
of funds from Vlrements to to Virements Total net 

2020/21 (COVID·19 (COVID-19 from (COVID-19 (COVI0-19 to change 
R thousand Main budget purposes) purposes) (other) purposes) purposes) (other) proposed 

Programmes 

Administration 20 912 779 - -818 200 - - - - -818 200 

Visible Policing S2 327 272 - -llS 000 - 3 700000 1136 000 - 4 721000 

Detective Services 20 624 1S9 - -132 800 - - - - -132 800 

Crime Intelligence 4 403 531 - - - - - - -
Protection and Security Services 3 443 292 - -70 000 - - - - -70000 

Total 101711033 - -1136 000 - 3 700 000 1136 000 - 3700000 

Economic classification 

Current payments 96876 077 - -379 500 - 3 700000 1136 000 - 4 456 500 

Compensation of employees 81112 221 - - - - - - -
Goods and services 1S 763 8S6 - -379 soo - 3 700000 1136 000 - 4456 soo 
Transfers and subsidies 1497 689 - - - - - - -
Provinces and municipalities 53205 - - - - - - -
Departmental agencies and accounts 50975 - - - - - - -
Households 1393 509 - - - - - - -
Payments for capital assets 3 337 267 - ·756 500 - - - - -756 soo 
Buildings and other fixed structures 897 667 - -400000 - - - - -400000 

Machinery and equipment 2 432 671 - -3S4 000 - - - - -3S4 000 

Biological assets 6929 - -2 soo - - - - -2 soo 
Pavments for financial assets - - - - - - - -
Total 101711033 - -1136 000 - 3 700 000 1136 000 - 3 700000 

Table B.28.2 Explanations of budget adjustments 

Downward 
R thousand revisions Reallocations 

Operational spending: Rescheduling and suspensions of spending on various goods and services due to the restrictions 
on economic activity. Additional allocation (R3.7 billion) provided to support the department's COVID-19 response, 
lncludin ersonal rotectlve e ul ment for ollce officials 

Operational spending: Rescheduling and suspensions of capital spending, specifically buildings and other fixed 
structures, machine and e ul ment, and blolo leaf assets due to the restrictions on economic actlvlt 

Total 

82 

-379 500 4 836000 

-756 500 

-1136 000 4 836 000 

2020/21 
Total 

allocation 
proposed 

20 094 S79 

S7 048 272 

20 4913S9 

4 403 S31 

3 373 292 

105411033 

101332 577 

81112 221 

20 220 3S6 

1497 689 

S3 205 

50975 

1393 509 

2 sao 767 

497 667 

2 078 671 

4 429 

-
lOS 411033 

2020/21 
Total net 

change 

4 4S6500 

-756 500 

3 700000 
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Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 937) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 29 : AGRICULTUR E, LAND 
REFORM AND RURAL DEVELOPM ENT 
I Vote purpose 
Provide equitable access to land, Integrated rural development, sustainable agriculture and food security for all. 

I Vote adjustments 

Table B.29.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlreme nts 2020/21 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net Total 

Main (COVI0-19 (COVID·19 from (COVID-19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 2 732 229 ·86 S72 - - - - - ·86 S72 2 64S 6S7 

Agricultural Production, Health, Food Safety, 3 220722 -189 071 - - - - - · 189 071 3 0316Sl 
Natural Resources and Disaster 
Management 

Food Security, Land Reform and Restitution 8 117180 -2 6S8 628 - - 763 S68 - - ·189S060 6 222 120 

Rural Development 1097 774 ·199 793 - - - - - ·199 793 897 981 

Economic Development, Trade and 885 S80 -135 922 - - - - - ·135922 749 6S8 
Marketing 

Land Administration 7S6 S71 ·37 326 - - 1SOOOO - - 112 674 869 245 

Total 16810056 ·3 307 312 - - 913 568 - - ·2 393 744 14 416 312 

Economic classificat ion 

Current payments 8 033569 -599 892 - - - - - -599 892 7 433 677 

Compensation of employees 4 44448S ·300000 - - - - - -300000 4144 485 

Goods and services 3 S89083 ·299 892 - - - - - ·299 892 3 289 191 

Interest and rent on land 1 - - - - - - - 1 

Transfers and subsidies 8411 043 -2 707 420 - - 913 568 - - ·1793 852 6 617191 

Provinces and municipalities 2 236112 -437 900 - - - - - -437 900 1 798 212 

Departmental agencies and accounts 2 383177 -488137 - - lSOOOO - - -338137 2 045040 

Foreign governments and International 43826 - - - - - - - 43 826 
organisations 

Public corporations and private enterprises 407 2S8 .393 2S6 - - - - - ·393 2S6 14002 

Non-profit institutions 403S - - - - - - - 4 035 

Households 3 336 63S -1388127 - - 763 S68 - - ·624 S59 2 712 076 

Payments for capital assets 365 444 - - - - - - - 365444 

Buildings and other fixed structures 307122 - - - - - - - 307122 

Machinery and equipment SS 262 - - - - - - - SS 262 

Software and other intangible assets 3060 - - - - - - - 3060 

Pavments for financia l assets - - - - - - - - -
Total 16 810056 .3 307 312 - - 913 S68 - - ·2 393 744 14 416 312 
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

Table B.29.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations cha nee 

ComDensation of emglovees: Filli n~ of vacancies susgended until later in the financial vear -300000 - ·300000 

Rural social Infrastructure coordination: Suspension of Infrastructure projects In rural economies ·188 760 - -188 760 

Restitution (travel): Less travel due to restricted economic activity -36 432 - -36 432 

Agro processing, marketing and rural Industrial development: Fewer farmers supported due to restrictions on -74 700 - .74 700 
economic activity 

Comprehensive agricultural support programme grant: Infrastructure projects related to agriculture will be suspended -317161 - -317 161 

lllma/Letsema projects grant: Reduction of funding for support to subsistence farmers and food security -120 739 - -120 739 

land acquisition and redistribution: Susgension of funds to acauire land for redistribution -443 606 - -443 606 

Office of the Valuer General (OVG): Minimal impact as entity has enough to fund its operations -44 531 - .44 531 

Food security: Fewer farmers supported due to restrictions on economic activity . 353 763 - .353 763 

Coogeratives develoDment: Fewer coogeratives suDDorted due to restrictions on economic activity -39493 - .39 493 

Restitution: A portion of the payments Is likely to be postponed due to the restrictions on economic actlvitv -1100 000 763 568 -336 432 

Food security: Fewer farmers supported due to restrictions on economic activity ·258127 - -258127 

land tenure reform: Delayed tenure reforms ·30000 - ·30 000 

Deeds Trading Account: Operational funding of the Deeds Trading Account as revenue stream came to a standstill due - 150000 150000 
to the restrictions on economic activity 

Total ·3 307 312 913 568 ·2 393 744 
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(Main Application Bund le - Page 939) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION BILL 

VOTE 30: COMMUNICATIONS AND 
DIGITAL TECHNOLOGIES 
I Vote purpose 

Create an enabling environment for inclusive growth in the JCT sector by developing policies and legislation that 
promote infrastructure investment and socioeconomic development. 

I Vote adjustments 

Table B.30.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 offunds from Virements to to Virements Total net Total 

Main (COVID·19 (COVID-19 from (COVID-19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 313 667 ·13 447 - - - - - .13447 300 220 

ICT International Relations and Affairs 6083S - - - - - - - 60835 

ICT Polley Development and Research 69792 ·5487 - - - - - ·5487 64 305 

ICT Enterprise and Public Entity Oversight 1750178 - - - - - - - 1750178 

ICT Infrastructure Development and Support 1127 517 -81833 - - - - - ·81833 1045 684 

ICT Information Society and Capacity 72548 ·10 664 - - - - - ·10 664 61884 
Development 

Total 3394537 ·111431 - - - - - ·111431 3 283106 

Economic classification 

Current payments n99B4 ·33131 - - - - - -33131 746 853 

Compensation of employees 348 272 - - - - - - - 348 272 

Goods and services 431 712 ·33131 - - - - - .33 131 398 581 

Transfers and subsidies 2582 803 ·18 300 - - - - - ·18 300 2 504 503 

Provinces and municipalities 19 - - - - - - - 19 

Departmental agencies and accounts 1587 582 ·78300 - - - - - -78 300 1509 282 

Foreign governments and International 32 724 - - - - - - - 32 724 
organisations 

Public corporations and private enterprises 962 478 - - - - - - - 962478 

Payments for capital assets 31750 - - - - - - - 31750 

Machinery and equipment 16945 - - - - - - - 16 945 

Software and other Intangible assets 14805 - - - - - - - 14 805 

Pavments for fi nancial assets - - - - - - - - -
Total 3 394 537 -111431 - - - - - ·111431 3 283106 

Table B.30.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduction in non-essential goods and services such as t ravel and subsistence, and venues and .33 131 - -33131 

facilities 

Broadcastlnr dlrltal mlrratlon: Reduction In the number of budreted vouchers disbursed to households ·18 300 - -78 300 

Total ·111431 - -111431 
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 31: EMPLOYMENT AND 
LABOUR 
I Vote purpose 
Play a significant role In reducing unemployment, poverty and inequality by pursuing the objectives of decent work 
for all through: employment creation and enterprise development; the setting of standards and the protection of 
rights at work, including the facilitation of equal opportunities and social dialogue; and the provision of social 
protection. 

I Vote adjustments 

Table B.31.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 offunds from Vlrements t o to Virements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) {other) purposes) purposes) {other) proposed proposed 

Programmes 

Administration 1 011652 -72 838 - - - - - -72 838 938 814 

Inspection and Enforcement Services 676 893 -48 444 - - - - - -48 444 628 449 

Public Employment Services 643467 -so 508 - - - - - -50508 592 9S9 

Labour Policv and Industrial Relations 1305 737 -248 969 - - 158839 - - -90130 1215 607 

Total 3637749 -420 759 - - 158 839 - - -261920 3 375 829 

Economic classmcatlon 

Current payments 2177 5S7 -192 067 - - - - - -192067 1985 490 

Compensation of employees 1490476 -96 639 - - - - - -96 639 1393 837 

Goods and services 687 081 -95428 - - - - - .95 428 591653 

Transfers and subsidies 1391364 ·222350 - - 158 839 - - -63 511 1327 853 

Provinces and munlclpalltles 707 - - - - - - - 707 

Departmental agencies and accounts 1162 979 ·217 621 - - 157166 - - -60455 1102 524 

Foreign governments and International 28095 - - - - - - - 28095 
organisations 

Non-profit Inst itut ions 199179 -4 729 - - 1673 - - -3056 196123 

Households 404 - - - - - - - 404 

Payments for capital assets 68828 -6342 - - - - - -6342 62486 

Buildings and other fixed structu res 16 544 -2 978 - - - - - -2978 13 566 

Machinery and equipment 52 284 -3364 - - - - - ·3 364 48 920 

Payments for financial assets - - - - - - - - -
Total 3 637749 -420 759 - - 158 839 - - -261920 3 375 829 

Table B.31.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Commission for Conciliat ion, Mediation and Arbitration: Fiiiing of vacancies suspended until later In the financlal year -205198 149 743 -55 455 
and scaling back on various goods and services Items, Including travel. The commission Is preparing for an Increased 
caseload due to salary disputes, and Increased requests for assistance through the TERS programme by companies In 
distress due to the restrictions on economic activity. The commission will procure personal protective equipment and 
sanitiser for all its offices 

Compensation of employees: Filling of vacancies suspended until later in the financial year -96 639 - -96 639 

Goods and services: Suspensions relate ma Inly to reduced t ravel and use of venues and training facilities for cancelled .95 428 - -95 428 
events due to restrictions on economic activity, and previous underspending on computer services as a result of delayed 
Invoicing. The publishing of the Employment Eaultv Public Reelster for 2020/21 has been shifted to quarter 1of2021/22 

National Economic Development and Labour Council (NEDLAC): Scaling back on travel and accommodation for staff and ·12 423 7423 -5000 
constituents due to restrictions on economic activity. NEDLAC is playing a central role in dealing with the Issues arising 
from COVID-19 in terms of social partner engagements 

Other expenditure Items: Suspensions relate mainly to delays In the establishment of youth centres, adjustments In ·11071 1673 ·9398 
capital budgets and the cancellation of events 

Total -420 759 158 839 ·261920 
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ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION Bill 

VOTE 32: ENVIRONMENT, FORESTRY 
AND FISH ERi ES 
I Vote purpose 

Lead South Africa's environmental, forestry and fisheries sectors to achieve sustainable development towards a 
better quality of life for all. 

I Vote adjustments 

Table B.32.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID·19 from (COVID-19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 1011640 ·39 000 - - - - - ·39 000 972 640 

Regulatory Compliance and Sector 208122 -4000 - - - - - -4 000 204122 
Monitoring 

Oceans and Coasts 49S 134 -39 334 - - 2S500 - - -13 834 481300 

Climate Change, Air Quality and Sustainable 435 439 -4S 872 - - 26019 140 633 - 120 780 5S6 219 
Development 

Biodiversity and Conservation 900080 -104 325 - - 1000000 271162 - 1166 837 2066917 

Environmental Programmes 3 931715 ·1S45692 -411 795 - 59006 - - -1898 481 2 033 234 

Chemicals and Waste Management 646 764 -24 892 -65 502 - 58 729 65502 - 33 837 680 601 

Forestry Management 805 204 -44 274 - - - - - -44 274 760930 

Fisheries Management 520 571 -88 035 - - - - - -88 035 432 536 

Total 8 954 669 -1 935 424 -4n 291 - 1169254 477 297 - -766170 8188 499 

Economic classlflcatlon 

Current payments 6 969112 ·1743 344 - - 208254 65 502 - ·1469 588 5 499 524 

Compensation of employees 2 060098 -24 668 - - 24668 - - - 2060 098 

Goods and services 4 899 074 -1718676 - - 183 586 65 502 - -1469 588 3 429 486 

Interest and rent on land 9940 - - - - - - - 9940 

Transfers and subsidies 1749 542 -180 806 -477 297 - 961000 411795 - 714 692 2 464 234 

Provinces and municipalities 874 - - - - - - - 874 

Departmental agencies and accounts 1613 439 -171025 -411 795 - 961000 411 795 - 789 975 2 403 414 

Foreign governments and International 23 512 -9 781 - - - - - -9 781 13 731 
organisations 

Public corporations and private enterprises 104 718 - -65 502 - - - - -65 502 39 216 

Non-profit Institutions 6396 - - - - - - - 6396 

Households 603 - - - - - - - 603 

Payments for capital assets 236 015 -11 274 - - - - - -11274 224 741 

Buildings and other fixed structures 163 970 - - - - - - - 163 970 

Machinery and equipment 63886 -11274 - - - - - -11274 52 612 

Biological assets 25 - - - - - - - 25 

Software and other Intangible assets 8134 - - - - - - - 8134 

Payments for financial assets - - - - - - - - -
Total 8 9S4 669 -1935 424 -477 297 - 11692S4 477 297 - -766170 8188 499 
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Table B.32.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

South African Weather Services, South African National Parks, South African National Biodiversity Institute and -180 815 1307 293 1126 478 
ISlmangallso Wetland Park: To augment the operational budget and mitigate the Impact of COVID-19 on operational 
activities and obligatory costs such as compensation of employees 

Expanded Public Works Programme capital Infrastructure grant: Reprioritlsed funds to augment the operational budget -411785 - -411 785 
of various public entities 

Operational expenditure: Suspension of allocations to general operational spending Items such as travel and -1754619 273 756 -1480 863 
subsistence, communications, Inventory and consumables, and venues and training facilities. Reprlorltlsat ion towards 
COVID-19-related activit ies 

Public corporations and private enterprises: To provide short-term relief to waste pickers and reclaimers during the -65502 65 502 -
COVID-19 lockdown 

Total ·2 412 721 1646 551 -766170 
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VOTE 33 : HUMAN SETTLE MENTS 
I Vote purpose 
Facilitate the creation of sustainable human settlements and the improvement to household quality of life. 

I Vote adjustments 

Table B.33.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements t o to Virements Total net Total 

Main (COVID·19 (COVID·19 from (COVID·19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 506438 ·1200 -sooo - - sooo - ·1200 sos 238 

Integrated Human Settlements Planning and 28912 404 ·S 484 312 - - 2 2S7 000 - - ·3 227 312 2S 68S 092 
Development 

Informal Settlements S67 380 -800 - - 377 823 - - 377023 944 403 

Rental and Social Housing 891174 ·6SO - - 300000 - - 299 3SO 1190 S24 

Affordable Housing 447 S20 ·8 800 - - 300 000 - - 291200 738 720 

Total 31324 916 -5 49S 762 -5000 - 3 234 823 5000 - -2 260 939 29 063 977 

Economic classification 

Current payments 947 706 -28 500 ·5000 - - 5000 - ·28 500 919 206 

Compensation of employees 433 490 - - - - - - - 433 490 

Goods and services 514 216 -28 soo ·5000 - - sooo - -28 500 48S 716 

Transfers and subsidies 30373 603 ·5467 262 - - 3 234823 - - -2 232 439 28141164 

Provinces and municipalities 28 934117 -S463 262 - - 2 634823 - - -2 828 439 26 lOS 678 

Departmental agencies and accounts 1428 013 - - - 600000 - - 600000 2028 013 

Foreign governments and International 3 395 - - - - - - - 3 395 
organisations 

Households 8078 -4000 - - - - - -4 000 4078 

Payments for capital assets 3 607 - - - - - - - 3607 

Machinery and equipment 3 607 - - - - - - - 3 607 

Payments for financial assets - - - - - - - - -
Total 31324 916 -5 495 762 -5000 - 3 234 823 5000 - -2 260 939 29 063 977 

Table B.33.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduct ion In non-essential goods and services such as travel. Reduced operational support to -33 500 s 000 ·28 500 
provinces In the t itle deeds restoration programme 

Bursaries to non-employees: The programme Is being phased out -4000 - ·4000 

Human settlements development grant: Delay In planned projects ·1728439 - ·1728439 

Urban settlements development grant: Delay In planned projects to support unplanned interventions. Upgrading of -3 357 000 2 257 000 ·1100 000 
Informal sett lements through secure tenure and the provision of basic services 

Rental relief for social housing: Rental relief support to social housing Institutions - 300000 300 000 

Debt relief for affordable houslnR: Debt relief support to borrowers In the affordable rental housing sector - 300 000 300 000 

Tl tie deeds restoration grant: Reduction In the number of title deeds issued .377 823 - .377 823 

Emergency housing grant: For the rapid provision of emergency housing solutions In areas where existing housing - 377 823 377 823 
arrangements do not allow oeoole to soclallv distance or self-Isolate where reouired 

Total ·5 500 762 3 239 823 ·2 260 939 

89 

804 

10 

20 

30 

40 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 944) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

2020 SUPPLEMENTARY BUDGET REVIEW 

VOTE 34: MINERAL RESOURCES AND 
ENERGY 
I Vote purpose 
Regulate the minerals and mining sector for t ransformation, growth and development. Formulate energy policies, 
regulatory frameworks and legislation to ensure energy security, environmentally friendly carriers, and access to 
affordable and reliable energy. 

I Vote adjustments 

Table B.34.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 of funds from Vlrements t o to Vlrements Total net Tot al 

Main (COVl0·19 (COVID·19 from (COVI0-19 (COVI0·19 to change allocation 
R thousand budget purposes) DUrDoses) (other) purposes) Durposes) (other) proposed proposed 

Programmes 

Administration 642 343 ·18 649 -4 681 ·1531 - - - · 24 861 617 482 

Minerals and Petroleum Regulation 574 713 ·3684 - - - - - ·3 6B4 571029 

Mining. Minerals and Energy Polley 993104 ·6422 - - - - - ·6422 986 682 
Development 

Mine Health and Safety Inspectorate 232 694 - - - - 4 681 1531 6212 238 906 

Mineral and Energy Resources Programmes 5 798115 ·1534 434 - ·800 - - 800 ·1534434 4 263 681 
and Projects 

Nuclear Energy Regulation and 1096059 -10838 - - - - - ·10838 1085 221 
Management 

Total 9 337 028 -1574 027 -4681 ·2 331 - 4 681 2331 -1574027 7 763 001 

Economic classification 

Current payments 1683 999 -41 709 -4 681 ·2331 - 4681 2331 -41 709 1642 290 

Compensation of employees 1118104 - - - - - - - 1118 104 

Goods and services 565 895 ·41 709 -4 681 ·2 331 - 4 681 2 331 ·41709 524186 

Transfers and subsidies 7 634 620 ·1532 318 - - - - - ·1532318 6102 302 

Provinces and municipalities 2 076 746 ·521 799 - - - - - ·521 799 1554 947 

Departmental agencies and accounts 761291 -9100 - - - - - ·9100 752191 

Foreign governments and International 31099 -1419 - - - - - ·1419 29 680 
organisations 

Public corporations and private enterprises 4 763188 -1000 000 - - - - - ·1000000 3 763 188 

Households 2 296 - - - - - - - 2 296 

Payments for capital assets 18409 - - - - - - - 18409 

Buildings and other fixed structures 2126 - - - - - - - 2126 

Machinery and equipment 16 283 - - - - - - - 16 283 

Payments for financial assets - - - - - - - - -
Total 9 337028 -1 574 027 -4 681 · 2 331 - 4 681 2331 -1574 027 7763001 

Table B.34.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduction In non-essential goods and services such as catering and travel -4B 721 7 012 -41 709 

Integrated National Electrlflcation Programme: Eskom: Reduction In bulk Infrastructure and household connections In ·1000 000 - -1000 000 
Eskom·llcensed areas 

Integrated National Electrlflcatlon Programme: Municipalities: Reduction In bulk Infrastructure and household ·500000 - ·500000 
connections In munlcloal·licensed areas 

International partnership for energy efficiency: This Is a voluntary contribution -1419 - -1419 

Energy efficiency and demand-side management grant: Reduction In the number of planned energy savings projects -21 799 - ·21 799 

National Nuclear Regulator: Reduct ion In the International travel budget of the regulator ·5000 - -5000 

South African National Energy Development Institute: Reduction in non-essential goods and services such as travel and -4100 - -4100 
catering. and consulting fees for planned business development projects that will be delayed. Filling of vacancies 
suspended until later In the financial year 

Total -1581 039 7012 ·1 574 027 
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VOTE 35: SCIENCE AND INNOVATION 
I Vote purpose 
Realise the full potential of science and technology in social and economic development by developing human 
resources, research and innovation. 

I Vote adjustments 

Table B.35.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Virements to to Vlrements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget ourooses) ouroosesl (other) ouroosesl ouroosesl Cother) orooosed orooosed 

Programmes 

Administration 360 303 -41982 -1659 - - 1659 - -41982 318 321 

Technology Innovation 1504480 -222059 -5000 - 92 517 5000 - -129 542 1374938 

International Cooperation and Resources 156440 -70 293 -3000 - 35000 3000 - -3S 293 121147 

Research, Development and Support 4 882 470 -1070 616 -2000 - - 2000 - -1070616 3 811 854 

Socioeconomic Innovation Partnerships 1893 700 -354 550 -23 000 - 196483 23000 - -158 067 1 735 633 

Total 8 797 393 -1759 500 -34 6S9 - 324 000 34 659 - -1435 500 7 361893 

Economic classiflcatlon 

Current payments 632 471 -93 442 -6 659 - - 6659 - -93 442 539 029 

Compensation of employees 421993 -40 000 - - - - - -40000 381993 

Goods and services 210 478 -53 442 -6 659 - - 6659 - -53 442 157 036 

Transfers and subsidies 8162158 -1666 058 -28000 - 324 000 28000 - -1342 058 6820100 

Departmental agencies and accounts 6179 895 -1166 659 -25 000 - 132 000 25000 - -1034 659 5145 236 

Public corporations and private enterprises 1593 265 -379 325 - - 81483 - - -297 842 1295 423 

Non-profit Institutions 388 998 -120 074 -3000 - 110 517 3000 - -9 557 379 441 

Payments for capital assets 2764 - - - - - - - 2764 

Machinery and equipment 2 764 - - - - - - - 2 764 

Payments for flnanclal assets - - - - - - - - -
Total 8 797 393 -1 759 500 -34 659 - 324 000 34 659 - -1435 500 7 361893 

Table B.35.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revis ions Reallocations change 

Square Kilometre Array: Construction of the Square Kilometre Array Is likely to be rescheduled -358 678 - -358 678 

National Integrated Cyber Infrastructure System: Projects rescheduled to the outer years of the medium-term -200000 - -200000 
expenditure framework period 

Strategic Health Innovation Programme (SHIP): Prevention and treatment of COVID-19 In South African healthcare -37 095 37095 -
workers, research for treatments, and spatial and genomic monitoring 

Transfers to various departmental agencies, non-profit Institutions and public corporations: Suspension of allocations -1098 285 314 905 -783 380 
to general operational spending and reprloritisations towards activities to mitigate the Impact of COVID-19 and 
restrictions on economic activity 

Goods and services: Suspension of allocations to general operational spending Items such as travel and subsistence, -60101 6 6S9 -53 442 
communications, inventorv and consumables, and venues and traininR facilities 

Comoensatlon of emplovees: Filline of vacancies susoended until later In the financial vear -40000 - -40000 

Total -1 794159 358 659 -1435 500 
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VOTE 36: SMALL BU SIN ESS 
DEVELOPMENT 
I Vote purpose 
Promote the development of small businesses and cooperatives that contribute to inclusive economic growth and 
job creation. 

I Vote adjustments 

Table B.36.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 of funds from Vlrements t o to Vlrements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 129 066 -6400 - - - - - -6400 122 666 

Sector Policy and Research 28044 -8100 - - - - - -8100 19944 

Integrated Cooperative Development 140000 -16 500 -13 500 - - - - -30000 110 000 

Enterprise Development and 2109 673 -36 000 -1141000 - - 1154 500 - -22 500 2 087173 
Entrepreneurship 

Total 2406 783 -67 000 ·11S4 500 - - 1154 500 - -67 000 2339 783 

Economic classlflcation 

Current payments 251412 -28 000 - - - - - -28000 223 412 

Compensat ion of employees 162 317 - - - - - - - 162 317 

Goods and services 89095 -28000 - - - - - -28000 61095 

Transfers and subsidies 2151096 -39 000 -1154 500 - - 1154 500 - ·39 000 2112 096 

Departmental agencies and accounts 889 140 - -30000 - - - - -30000 859140 

Public corporations and private enterprises l 2619S6 -39000 -1124 500 - - 1154 500 - -9000 1252 956 

Payments for capita I assets 4275 - - - - - - - 4 275 

Machinery and equipment 4 275 - - - - - - - 4 275 

Payments for flnanclal assets - - - - - - - - -
Total 2 406 783 -67000 -1154 500 - - 1154 500 - -67 000 2 339 783 

Table B.36.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

COVID-19 Emergency Fund: The budget will be used to support small enterprises affected by COVID-19. This will protect - 1154 500 1154 500 
Jobs and sustain some small enterprises 

Township Entrepreneurship Fund: Implementation wi ll be postponed and funds reprlorltlsed to support small -800000 - ·800 000 
enterprises affected by COVID-19, to protect and sustain Jobs 

Transfers to various departmental agencies and public corporations: Funds reprlorltlsed to support small enterprises -393 500 - -393 500 
affected by COVID-19, to protect and sustain Jobs 

Goods and services: Suspension of allocations to general operational spending Items such as travel and subsistence, -28 000 - -28000 
communications, lnventorv and consumables, and venues and t ralnin2 facilities 

Total ·1221500 1154 500 ·67 000 
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VOTE 37: SPORTS, ARTS AND 
CULTURE 
I Vote purpose 

Provide an enabling environment for the sport, arts and culture sector by developing, transforming, preserving, 
protecting and promoting sport, arts and culture at all levels of participation to foster an active, winning, creative 
and socially cohesive nation. 

I Vote adjustments 

Table B.37.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID·19 from (COVID·19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) !other) purposes) puroosesl (other) orooosed prooosed 

Programmes 

Administration 4S1862 -2 soo -SOOD - - SOOD - -2SDD 449 362 

Recreation Development and Sport 1460 320 ·48D 333 ·10 DDD - 120000 10000 - ·360 333 1099987 
Promotion 

Arts and Culture Promotion and 129S 143 -22S 213 · lDS 000 - - 105 000 - -225 213 1069930 
Development 

Herlta2e Promotion and Preservation 2 512 839 ·387 256 - - 10000 - - -377 256 2135 583 

Total 5720164 -1095 302 -120 000 - 130 000 120 000 - ·965 302 4 754 862 

Economic classification 

Current payments 1018 694 -96855 ·57 000 - - 15000 - -138855 879 839 

Compensation of employees 407 765 -10 000 - - - - - -10000 397 76S 

Goods and services 610 929 -86 855 -57 OOD - - 1500D - -128 855 482 074 

Transfers and subsidies 4 492149 -930 744 -63 000 - 130 000 105 000 - -758 744 3 733405 

Provinces and municipalities 2 D75 710 -604 491 - - 68000 - - -536 491 1539 219 

Departmental agencies and accounts 18S9768 -167 113 -13 DDD - - 48DDD - -132 113 172765S 

Higher education Institutions 6 791 - - - - - - - 6 791 

Foreign governments and International 5 327 - - - - - - - 5 327 
organisations 

Public corporations and private enterprises 112 9Dl -414DO ·23 OOD - - - - ·64 400 48 501 

Non-profit Institutions 400152 -108 069 -27 OOD - 62000 5700D - ·16 069 384 083 

Households 31500 ·9 671 - - - - - ·9 671 21829 

Payments for capital assets 209 321 -67 703 - - - - - -67 703 141618 

Machinery and equipment 11522 - - - - - - - 11522 

Heritage assets 197 799 ·67 703 - - - - - -67 7D3 130096 

Pavments for financial assets - - - - - - - - -
Total 5720164 ·1095 302 -120 000 - 130 000 120 000 - ·965 302 4 754 862 
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Table B.37.2 Explanations of budget adjustments 
2020/21 

Downward Total net 
R thousand revisions Reallocations cha nee 

Community libraries: Scaling back on the purchase of library materials, the construction of selected new libraries and the ·322491 10000 -312 491 
upgrading of selected existing libraries. An amount of RlO million has been reallocated for decontaminating community 
libraries and purchasing personal protective equipment for staff 

Mass part icipation and sport development grant: Provinces will use funds for cancelled competitions to compensate the -282 000 58000 -224 000 
sport sector for the loss of earnines due to the restrictions on economic activity 

Transfer payments: Mzansl Golden Economy (MGE) and entity transfers will be scaled down. MGE events and calls for -209 856 95000 ·114 856 
proposals for funding of projects have been scaled down due to the restrictions on economic activity, with some events 
postponed to the fourth quarter. An allocation of R95 million will compensate the arts and culture sector for loss of 
Income due to the restrictions on economic activity 

Infrastructure support: The Implementation of Infrastructure projects at various museums and the National Archives, as ·152 720 - -152 720 
well as some le2acv oroiects, has been delaved due to the restrict ions on economic activity 

Goods and services: Suspensions relate mainly to travel costs, payment to service providers for digital services for the -143 855 15000 -128 855 
live screening of artists' performances and contractors for heritage projects, and the cancellation of events due to the 
restrictions on economic activity 

Transfers to heritage Institutions: The operational transfers to museums, the National Heritage Council, the National -46000 - -46000 
Library of South Africa and the South African Heritage Resources Agency have been reduced. As a result, entities must 
Implement cost-containment measures 

Transfer payments: Scaling down projects resulting In reduced Cultural and Creative Industries Development transfers to -28 641 - -28 641 
households, non-profit institutions and private enterprises due to the restrictions on economic activity, and a reduction 
In transfers re lating to social cohesion projects that have been cancelled 

Recreation Development and Sport Promotion: Various activities suspended, Including lovelife programmes due to -19 739 72000 52 261 
delays In Infrastructure projects at community arts centres, as well as suspensions on goods and services and other 
t ransfer payments. An amount of R72 million will compensate the sport sector at a national level for the loss of earnings 
due to the restrictions on economic activitv 

Compensation of emolovees: Filling of vacancies suspended until later in the financial year -10 000 - -10 000 

Total -1215 302 250 000 -965 302 
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VOTE 38: TOURISM 
I Vote purpose 
Promote and support the growth and development of an equitable, competitive and sustainable tourism sector, 

enhancing its contribution to national priorities. 

I Vote adjustments 

Table B.38.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID·19 (COVID·19 from (CDVID·19 (COVID·19 to change allocation 
R thousand budget purposes) purposes) (other) purooses) purposes) (other) proposed proposed 

Programmes 

Administration 308593 -1487 - - - - - -1487 307106 

Tourism Research, Policy and International 1391382 ·870 825 - ·700 - - 700 ·870 825 520 557 
Relations 

Destination Development 485 897 -16 513 - - - - - ·16 513 469 384 

Tourism Sector Suooort Services 295112 ·111175 - - - - - ·111175 183 937 

Total 2480984 ·1000 000 - ·700 - - 700 -1 000 000 1480 984 

Economic classification 

Current payments 998 670 -26ns - -700 - - - ·27 475 971195 

Compensation of employees 358109 - - - - - - - 358109 

Goods and services 640 561 -26 775 - -700 - - - ·27 475 613 086 

Transfers and subsidies 1478 534 ·973 225 - - - - 700 ·972 525 506 009 

Departmental agencies and accounts 1308 395 ·869 917 - - - - - -869 917 438478 

Foreign governments and International 2 355 - - - - - 700 700 3055 
organisations 

Public corporations and private enterprises 163 689 -102 882 - - - - - -102 882 60807 

Non-profit institutions 426 -426 - - - - - -426 -
Households 3669 - - - - - - - 3669 

Payments for capital assets 3 780 - - - - - - - 3 780 

Machinery and equipment 2 816 - - - - - - - 2 816 

Software and other Intangible assets 964 - - - - - - - 964 

Payments for financial assets - - - - - - - - -
Total 2480 984 -1000 000 - ·700 - - 700 -1000 000 1480 984 

Table B.38.2 Explanations of budget adjustments 
2020/21 

Downward Total net 
R thousand revisions Reallocations change 

South African Tourism: Funds reprlorltlsed from International and local marketing activities to the COVID-19 fiscal relief ·866000 - -866000 
package 

Various departmental transfers: Funds reprlorltlsed from Internationa l and local marketing activities to the COVID-19 ·107925 700 -107 225 
fiscal relief package 

Goods and services: Suspension of allocations to general operational spending items such as travel and subsistence, ·26 775 - ·26 775 
communications, Inventory and consumables, and venues and training facilities 

Total · 1000 700 700 -1000 000 
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VOTE 39: TRADE, INDUSTRY AND 
COMPETITION 
I Vote purpose 
Lead economic development policy formulation and planning. Facilitate access to sustainable economic activity and 
employment for all South Africans through an understanding of the economy, knowledge of economic opportunities 
and potential, and anticipation of future economic trends. Catalyse economic transformation and development, and 
provide a predictable, competitive, equitable and socially responsible environment for investment, enterprise and 
trade for economic citizens. Contribute to achieving government's vision of an adaptive and restructured economy, 
characterised by accelerated economic growth, employment creation and greater equity. 

I Vote adjustments 

Table B.39.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Vlrements Allocated Vlrements 2020/21 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net Total 

Main (COVID-19 (COVID-19 from (COVID·19 (COVI0·19 to change allocat ion 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 873 S90 -16 000 - - - - - ·16 000 857 590 

Trade Policy, Negotiations and Cooperation 133 969 ·SS20 - - - - - -5 520 128 449 

Spatial Industrial Development and 171899 -11956 - - - - - ·11956 159 943 
Economic Transformation 

Industrial Competitiveness and Growth 1992120 -338 874 - - - - - ·338 874 1653 246 

Consumer and Corporate Regulation 342 327 -29 561 - - - - - ·29 561 312 766 

Industrial Financing 6 059122 -1699116 - - 500000 - - -1199 116 4860006 

Export Development, Promotion and 456 675 -45 786 - - - - - -45 786 410 889 
Outward Investments 

Inward Investment Attraction, Facilitation 58 299 ·2600 - - - - - -2 600 55 699 
and Aftercare 

Competition Policy and Economic Planning 908 413 ·119015 - - - - - ·119 015 789 398 

Economic Research and Coordination 85 724 ·3000 - - - - - ·3000 82 724 

Total 11082138 -2 271428 - - 500000 - - -1771428 9 310 710 

Economic classification 

Current payments 1976 647 -51353 - - - - - ·51353 1925 294 

Compensation of employees 1171420 - - - - - - - 1171420 

Goods and services 805 227 -51353 - - - - - ·513S3 753 874 

Transfers and subsidies 9 071370 -2 220075 - - 500 000 - - -1720 075 7 351295 

Departmental agencies and accounts 1175 946 ·132 882 - - - - - ·132 882 1043 064 

Foreign governments and International 42808 -4 282 - - - - - -4 282 38 526 
organisations 

Public corporations and private enterprises 7 695138 ·2 067 257 - - 500000 - - ·1567 257 6127 881 

Non-profi t institutions 156 536 ·15 654 - - - - - ·15 654 140 882 

Households 942 - - - - - - - 942 

Payments for capital assets 34121 - - - - - - - 34121 

Machinery and equipment 18 649 - - - - - - - 18 649 

Software and other intangible assets 15472 - - - - - - - 15 472 

Pavments for financial assets - - - - - - - - -
Total 11082138 -2 271428 - - 500 000 - - ·1771428 9 310 710 
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Table B.39.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations cha nu 

Public corporations and private enterprises: Allocations for Incentives will be suspended by postponing activities to the -2 067 257 500000 ·l 567 257 
next financial year and reducing support to firms. However, RSOO million Is repriorltised towards firms that are In distress 
as a result of the restrictions on economic activity 

Departmental agencies (non-business entitles): Suspension of allocations to feneral operational spend inf ·132 882 - ·132 882 

Goods and services: Suspension of allocations to general operational spending Items such as travel and subsistence, ·51 3S3 - ·513S3 
communications lnventorv and consumables and venues and train in~ facilities 

Foreign governments and International organisations: Suspension of allocations due to anticipated improved exchange -4 282 - ·4 282 
rates 

Non-profit Institutions: Suspension of allocations to general operational spending items ·15 654 - ·15 654 

Total ·2 271428 500 000 ·1771428 
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VOTE40:TRANSPORT 
I Vote purpose 
lead the provision of an integrated, sustainable, reliable and safe transport system through planning, developing, 
coordinating, promoting and implementing transport policies, regulations and strategies. 

I Vote adjustments 

Table B.40.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Virements 2020/21 2020/21 
2020/21 of funds from Vlrements to to Virements Total net Total 

Main (COVID-19 (COVID-19 from (COVID-19 (COVID-19 to change allocation 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed proposed 

Programmes 

Administration 491808 - -9614 - - - - -9 614 482 194 

Integrated Transport Planning 104 509 - -10 740 - - - - -10 740 93 769 

Rail Transport 13195 199 -1021348 -1266 954 - - 1276 377 - -1011925 12 183 274 

Road Transport 33 816 703 -2 851801 -312 044 -2 530000 - 613 336 2 530000 -2 550 509 31266194 

Civil Aviation 240 699 - -44 018 - - - - -44 018 196 681 

Maritime Transport 149 357 - -6000 - - - - -6000 143 357 

Public Transport 14037977 -2 998 069 -270 123 - 2 230 794 29 780 - -1007 618 13 030 359 

Direct charge against the National Revenue 10997 - - - - - - - 10997 
Fund 

Total 62 047 249 -6871218 -1919 493 ·2 530 000 2 230 794 1919 493 2 530000 -4 640424 57406 825 

Economic classification 

Current payments 1450 386 - · 99580 - - 29 780 - -69 800 1380 586 

Compensation of employees 571399 - - - - - - - 571399 

Goods and services 878987 - -99 580 - - 29 780 - -69 800 809187 

Transfers and subsidies 60 591586 -6 871218 -1819 913 -2 530 000 2 230794 1889 713 2 530000 -4 570 624 56 020 962 

Provinces and municipalities 24897039 -4 753 909 - - 1095 794 - - -3 658115 21238 924 

Departmental agencies and accounts 22086973 -1 095 961 -309 336 -2 530000 - 629 136 2 530000 ·776161 21310 812 

Foreign governments and international 31138 - - - - - - - 31138 
organisations 

Public corporations and private enterprises 13 077119 -1021348 -1260577 - - 1260 577 - -1 021348 12 055 771 

Non-profit institutions 28 236 - - - - - - - 28 236 

Households 471081 - -250000 - 1135 000 - - 885 000 1356 081 

Payments for capital assets 5277 - - - - - - - 5 277 

Machinery and equipment 5277 - - - - - - - 5 277 

Payments for financial assets - - - - - - - - -
Total 62047 249 -6 871218 -1919493 -2 530000 2 230794 1919 493 2 530000 -4 640 424 57 406 825 

98 

813 

10 

20 

30 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 953) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE B: EXPLANATORY MEMORANDUM TO THE ADJUSTMENTS APPROPRIATION Bill 

Table B.40.2 Explanations of budget adjustments 

2020/21 
Downward Total net 

R thousand revisions Reallocations change 

Goods and services: Reduction In non-essential goods and services such as travel and reprioritisation towards protective -99 580 29 780 -69 800 
eauioment and sanitiser for taxi lndustrv and orolect management fees to Implementing agent 

Taxi recapitalisation: Reduction in the number of taxis to be scrapped this year ·250 000 - -250000 

Provincial roads maintenance grant: Delay In planned construction projects -1755840 - -1755840 

Public transport network grant: Delav In olanned construction projects -2 998069 1095 794 ·1902 275 

Passenger Rall Agency of South Africa: Rolling stock fleet renewal programme: Underspending In capital projects means -1021348 - -1021348 
that the agency has sufficient cash balances to minimise the Impact on planned projects 

South African National Roads Agency: Capital - non-toll roads: Delay In planned construction projects -1095961 - -1095 961 

Taxi relief fund: Once-off payment to taxi operators - 1135 000 1135 000 

Revenue support to the Railway Safety Regulator: To cover the reduction In revenue due to restrictions on economic - 15800 15800 
activity 

Revenue support to the Passenger Rall Agency of South Africa: To cover the reduction In revenue due to restrictions on -1260577 1260 577 -
economic activitv 

Revenue support to the South African National Roads Agency: To cover the reduction In revenue due to restrictions on -2 839 336 2 839 336 -
economic activity. Additional support to pay debt that was due 

Revenue support to the Road Traffic Infringement Agency: To cover the reduction in revenue due to restrictions on - 200000 200000 
economic activity 

Revenue support to the Cross-Border Road Transport Agency: To cover the reduction In revenue due to restrictions on - 104000 104 000 
economic activity 

Total -11320711 6 680 287 -4640424 
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VOTE 41: WATER AND SANITATION 
I Vote purpose 
Ensure the availability of water resources to facilitate equitable and sustainable socioeconomic development, and 
ensure universal access to water and sanitation services. 

I Vote adjustments 

Table B.41.1 Revised programme allocations 
Downward revisions Reallocations 

Suspension Virements Allocated Vire men ts 2020/21 
2020/21 offunds from Vlrements to to Vlrements Total net 

Main (COVID·19 (COVID-19 from (COVID-19 (COVID-19 to change 
R thousand budget purposes) purposes) (other) purposes) purposes) (other) proposed 

Programmes 

Administration 1976 548 ·76 757 -4171 -26105 - 15144 49302 -42 587 

Water Planning and Information 1026 439 -105 518 -18 704 -23 197 - 15 265 - -132 154 
Management 

Water Infrastructure Development 13 795 765 ·1548 226 -4 181 - 1498 962 - - -53 445 

Water Sector Regulation 417 475 -25 461 -3 353 - - - - · 28 814 

Total 17 216 227 -1755962 -30409 -49 302 1498962 30409 49 302 -257000 

Economic classification 

Current payments 3 635 726 -257000 -22144 -49 302 - 15144 49302 -264 000 

Compensation of employees 1988 252 -50000 - - - - - -50000 

Goods and services 1647 474 -207000 -22 144 -49 302 - 15144 49302 -214 000 

Transfers and subsidies 8974139 -1090154 - - 1090154 - - -
Provinces and municipalities s 451434 -1090154 - - 1090 154 - - -
Departmental agencies and accounts 2 450 476 - - - - - - -
Foreign governments and International 236 379 - - - - - - -
organisations 

Public corporations and private enterprises 809 312 - - - - - - -
Non-profit Institutions 1630 - - - - - - -
Households 24 908 - - - - - - -
Payments for capital assets 4 606 362 -408 808 -8 265 - 408808 15 265 - 7000 

Buildings and other fixed structures 4 467 639 -408 808 ·8 265 - 408 808 7000 - ·1265 

Machinery and equipment 99 308 - - - - 8 265 - 8 265 

Software and other Intangible assets 39 415 - - - - - - -
Pavments for financial assets - - - - - - - -
Total 17 216 227 ·1755962 ·30 409 -49 302 1498 962 30409 49302 -257000 

Table B.41.2 Explanations of budget adjustments 

Downward 
R thousand revisions Reallocations 

Compensation of emplo ees: Flllln of vacancies suspended until later In the financial ear 

Operational expenditure: Reduction in non-essential goods and services and capital spending, and consulting fees as 
lanned ro ects are dela ed. Additions for rotectlve e ul ment and National Water Act advise bodies 

Total 

100 

-50000 

-286 711 79711 

-408 808 408 808 

-401121 401121 

-689 033 689 033 

·1835 673 1578673 

2020/21 
Total 

allocation 
proposed 

1933 961 

894 285 

13 742 320 

388 661 

16 959 227 

3 371726 

1938 252 

1433 474 

8 974139 

5 451434 

2 450 476 

236 379 

809 312 

1630 

24 908 

4 613 362 

4 466 374 

107 573 

39 415 

-
16 959 227 

2020/21 
Total net 

change 

-50000 

-207000 

·257 000 
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Explanatory memorandum to the 
division of revenue 

I Background 

Section 214(1) of the Constitution requires that every year a Division of Revenue Act determine the equitable 
division of nationally raised revenue between national government, the nine provinces and 
257 municipalities. This process takes into account the powers and functions assigned to each sphere, fosters 
transparency and is at the heart of constitutional cooperative governance. 

The Intergovernmental Fiscal Relations Act ( 1997) prescribes the steps for determining the equitable sharing 

817 

and allocation of nationally raised revenue. Sections 9 and 10( 4) of the act set out the consultation process 1 O 
to be followed with the Financial and Fiscal Commission (FFC), including considering recommendations 
made regarding the division ofrevenue. 

This explanatory memorandum to the 2020 Division of Revenue Bill fulfils the requirement set out in 
section 10(5) of the Intergovernmental Fiscal Relations Act that the bill be accompanied by an explanatory 
memorandum detailing how it takes account of the matters listed in sections 214(2)(a) to G) of the 
Constitution, government's response to the FFC's recommendations, and any assumptions and formulas used 
in arriving at the respective divisions among provinces and municipalities. This memorandum complements 
the discussion of the division ofrevenue in Chapter 6 of the Budget Review. It has six sections: 

• Part 1 lists the factors that inform the division of resources between national, provincial and local 
government. 20 

• Part 2 describes the 2020 division of revenue. 

• Part 3 sets out how the FFC's recommendations on the 2020 division of revenue have been taken into 
account. 

• Part 4 explains the formula and criteria for dividing the provincial equitable share and conditional grants 
among provinces. 

• Part 5 sets out the formula and criteria for dividing the local government equitable share and conditional 
grants among municipalities. 

• Part 6 summarises issues that will form part of subsequent reviews of provincial and local government 
fiscal frameworks. 

The Division of Revenue Bill and its underlying allocations are the result of extensive consultation between 30 
national, provincial and local government. The Budget Council deliberated on the matters discussed in this 
memorandum at several meetings during the year. The approach to local government allocations was 
discussed with organised local government at technical meetings with the South African Local Government 
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Association (SALGA), culminating in meetings of the Budget Forum (made up of the Budget Council and 
SALGA). The division of revenue, and the government priorities that underpin it, was agreed for the 
next three years at a Cabinet meeting in October 2019. 

I Part 1: Constitutional considerations 

Section 214 of the Constitution requires that the annual Division of Revenue Act be enacted after factors in 
sub-sections (2)(a) to G) are taken into account. The constitutional principles considered in the division of 
revenue are briefly noted below. 

National interest and the division of resources 

The national interest is captured in governance goals that benefit the nation. The National Development Plan 

818 

sets out a long-term vision for the country's development, including for economic development, 1 O 
environmental sustainability and building a capable and developmental state. It also sets goals for specific 
provincial and local government functions, including basic education, health, agriculture, human settlements, 
electricity, water and sanitation. In the June 2019 State of the Nation Address, the President set out the 
following seven priorities for this administration: 

1. Economic transformation and job creation 
2. Education, skills and health 

3. Consolidating the social wage through reliable and quality basic services 

4. Spatial integration, human settlements and local government 

5. Social cohesion and safe communities 

6. Building a capable, ethical and developmental state 

7. A better Africa and world. 

These priorities have informed deliberations in the budget process on how resources will be allocated 
between the different spheres of government. They will also form the basis of the next five-year 
implementation plan for the National Development Plan, which is expected to be published by the 
Department of Planning, Monitoring and Evaluation in 2020. 

In the 2019 Medium Term Budget Policy Statement (MTBPS), the Minister of Finance outlined how the 
resources available to government over the 2020 medium-term expenditure framework (MTEF) period 
would be allocated to help achieve government's goals in a difficult economic environment. Chapter 4 of 
the 2019 MTBPS and Chapters 5 and 6 of the 2020 Budget Review discuss how funds have been allocated 

20 

across the three spheres of government based on these priorities. The framework for each conditional grant 30 
also notes how the grant is linked to the seven priorities. 

Provision for debt costs 

The resources shared between national, provincial and local government include proceeds from national 
government borrowing used to fund public spending. National government provides for the resulting debt 
costs to protect the country's integrity and credit reputation. Chapter 7 of the 2020 Budget Review provides 
a more detailed discussion. 

National government's needs and interests 

The Constitution assigns exclusive and concurrent powers and functions to each sphere of government. 
National government is solely responsible for functions that serve the national interest and are best 
centralised. National and provincial government have concurrent responsibility for a range of functions. 40 
Provincial and local government receive equitable shares and conditional grants to enable them to provide 
basic services and perform their functions. Functions may shift between spheres of government to better 
meet the country's needs, which is then reflected in the division of revenue. Changes continue to be made to 

2 
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various national transfers to provincial and local government to improve their efficiency, effectiveness and 
alignment with national strategic objectives. 

Provincial and local government basic services 

Provinces and municipalities are responsible for providing education, health, social development, housing, 
roads, electricity and water, and municipal infrastructure services. They have the autonomy to allocate 
resources to meet basic needs and respond to provincial and local priorities, while giving effect to national 
objectives. The division of revenue provides equitable shares to provinces and local government to enable 
them to meet their basic service obligations. In addition, conditional grants are provided to enable them to 
improve and expand services. 

819 

Over half of non-interest spending is allocated to provinces and local government. These allocations also 10 
grow at a faster rate than those to national departments over the 2020 MTEF period, reflecting the priority 
placed on health, education and basic services, as well as the rising costs of these services as a result of 
population growth and higher bulk electricity and water costs. 

Fiscal capacity and efficiency 

National government has primary revenue-raising powers, with it collecting most of the largest taxes such 
as income taxes, value-added tax, fuel levies and customs and excise duties. The difference between the 
assignment of revenue-raising powers and spending responsibilities between the spheres of government is 
compensated for through the transfer of nationally raised revenue to provinces and local government. 

Provinces have limited tax-raising powers. Licences for vehicles and gambling are their largest sources of 
own tax revenue. Provincial functions such as basic education, public healthcare and social welfare do not 20 
lend themselves to self-funding or cost recovery. Due to their limited revenue-raising ability, and their 
responsibility to implement costly services at no or low fees to most recipients, provinces receive a larger 
share of nationally raised revenue than local government. 

Municipalities are assigned significant own revenue-raising powers, including the collection of property 
rates, which is a tax equivalent to more than l per cent of gross domestic product (GDP) and is worth slightly 
more than nationally collected revenue from customs duties. Municipalities also provide services such as 
electricity and water, the costs of which can be recovered through tariffs. As a result, local government 
finances most of its expenditure through property rates, user charges and fees. However, the ability of 
individual municipalities to raise revenue varies greatly- rural municipalities raise significantly less revenue 
than large urban and metropolitan municipalities. The design of the local government fiscal framework 30 
acknowledges that, as a result of their lower own revenue capacity, many rural municipalities will depend 
on transfers for most of their funding. The local government equitable share formula incorporates a revenue 
adjustment factor that considers the fiscal capacity of each recipient municipality (full details of the formula 
are provided in Part 5 of this annexure). The equitable share also provides funding to enable all 
municipalities to provide free basic water, electricity, sanitation and waste management services to poor 
households. To support the expansion of these services, local government's share of nationally raised 
revenue has increased from 3 per cent in 2000/01 to 8.8 per cent over the 2020 MTEF period. 

The mechanisms for allocating funds to provinces and municipalities are regularly reviewed to improve their 
efficiency. To maximise the impact of allocations, many provincial and local government conditional grants 
consider the recipient's efficiency in using previous allocations. The reductions in planned transfers over the 40 
2020 MTEF period also took account of past performance of conditional grants, both in terms of their 
spending levels and their efficiency in meeting their objectives with the funds that were spent. 

Developmental needs 

Developmental needs are accounted for at two levels. First, in the determination of the division of revenue, 
which continues to grow the provincial and local government shares of nationally raised revenue faster than 
inflation, and second, in the formulas used to divide national transfers among municipalities and provinces. 
Developmental needs are built into the equitable share formulas for provincial and local government and 
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included in specific conditional grants, such as the municipal infrastructure grant, which allocates funds 
according to the number of households in a municipality without access to basic services. Various 
infrastructure grants and the capital budgets of provinces and municipalities aim to boost economic and 
social development. 

Economic disparities 

The equitable share and infrastructure grant formulas redistribute funds towards poorer provinces and 
municipalities (parts 4 and 5 of this annexure provide statistics illustrating this). Through the division of 
revenue, government continues to invest in economic infrastructure (such as roads) and social infrastructure 
(such as schools, hospitals and clinics) to stimulate economic development, create jobs, and address 

820 

economic and social disparities. 1 O 

Obligations in terms of national legislation 

The Constitution gives provincial governments and municipalities the power to determine priorities and 
allocate budgets. National government is responsible for developing policy, fulfilling national mandates, 
setting national norms and standards for provincial and municipal functions, and monitoring the 
implementation of concurrent functions. 

The 2020 MTEF, through the division of revenue, continues to fund the delivery of provincial, municipal 
and concurrent functions through a combination of conditional and unconditional grants. 

Predictability and stability 

Provincial and local government equitable share allocations are based on estimates of nationally raised 
revenue. If this revenue falls short of estimates within a given year, the equitable shares of provinces and 20 
local government will not be reduced. Allocations are assured (voted, legislated and guaranteed) for the first 
year and are transferred according to a payment schedule. To contribute to longer-term predictability and 
stability, estimates for a further two years are published with the annual proposal for appropriations. Adjusted 
estimates as a result of changes to data underpinning the equitable share formulas and revisions to the 
formulas themselves are phased in to ensure minimal disruption. 

Flexibility in responding to emergencies 

Government has a contingency reserve for emergencies and unforeseeable events. In addition, four 
conditional grants for disasters and housing emergencies allow government to swiftly allocate and transfer 
funds to affected provinces and municipalities in the immediate aftermath of a disaster. Sections 16 and 25 
of the Public Finance Management Act (1999) provide for the allocation of funds to deal with emergency 30 
situations. Section 30(2) deals with adjustment allocations for unforeseeable and unavoidable expenditure. 
Section 29 of the Municipal Finance Management Act (2003) allows a municipal mayor to authorise 
unforeseeable and unavoidable expenditure in an emergency. 

I Part 2: The 2020 division of revenue 

The central fiscal objectives over the MTEF period are to stabilise the growth of debt as a share of GDP and 
to strictly adhere to the planned expenditure ceiling (see Chapter 3 of the 2020 Budget Review). However, 
the most important public spending programmes that help poor South Africans, contribute to growth and 
create jobs have been protected from major reductions. The 2020 division of revenue reprioritises existing 
funds to ensure these objectives are met. 

Excluding debt-service costs and the contingency reserve, allocated expenditure shared across government 40 
amounts to Rl.53 trillion in 2020/21, Rl.59 trillion in 2021/22 and Rl.65 trillion in 2022/23. The division 
of these funds between the three spheres takes into account government's spending priorities, each sphere's 
revenue-raising capacity and responsibilities, and input from various intergovernmental forums and the FFC. 
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The provincial and local equitable share formulas are designed to ensure fair, stable and predictable revenue 
shares, and to address economic and fiscal disparities. 

Reductions to transfers 

The fiscal objectives that determined the spending envelope are set out in Chapter 3 of the 2020 Budget 
Review. Reductions to previously announced spending levels were made across all three spheres of 
government to fit within the revised expenditure ceiling. The 2019 MTBPS announced that provincial 
transfers have been reduced by R20.3 billion over the MTEF period and transfers to local government have 
been reduced by R20.5 billion. 

Following the 2019 MTBPS, further changes were made. In total, the provincial equitable share has been 

821 

reduced by R 7 .3 billion through a 2 per cent reduction in all non-compensation spending per year and a 10 
R5.2 billion reduction in compensation of employees. Direct conditional grants to provinces have been 
reduced by a net Rl3.3 billion, as the reduction of R16.2 billion is partly offset by reprioritisations of 
R2.9 billion. The local government reductions comprise R3.2 billion from the local government equitable 
share and R16.8 billion in reductions to direct conditional grants. 

All direct conditional grants have been lowered, except for the early childhood development grant and the 
learners with profound intellectual disabilities grant. To manage the impact on services, the amount reduced 
from each grant considers: 

• Past spending and performance. 

• Whether it funds salaries, medicines and food. 

• Whether there has been significant real growth in allocations in recent years. 

Larger reductions are also made to grants to urban municipalities, which have more capacity to offset the 
effect of cuts by increasing their own revenue investments. Parts 4 and 5 of this annexure set out in more 
detail how the changes to the baseline affect provincial and local government transfers. 

The proposed changes to the wage bill discussed in Chapter 3 of the Budget Review are not yet reflected in 
the allocations to national and provincial departments shown in the Division of Revenue Bill. Once these 
changes are agreed in the Public Service Co-ordinating Bargaining Council, they will be implemented in the 
2020/21 adjustment budget and 2020 MTBPS. This will reduce the national and provincial shares, and 
increase the local government share, of the division of revenue in relative terms. 

Reprioritisations 

20 

To meet policy objectives while remaining within the revised expenditure ceiling, existing budgets need to 30 
be reprioritised to meet government's policy goals. Priorities over the 2020 MTEF period that are funded 
through reprioritisations in the division of revenue include: 

• Increasing the per-child subsidy for early childhood development services from R 15 per day to R 17 per 
day in 2020/21, rising to R 18.57 per day by 2022/23. 

• Addressing shortfalls in the funding of community outreach services in the health sector. 

• Supporting the continued roll out of free sanitary products to learners from low-income households. 

• Repairing wastewater treatment infrastructure in the Vaal River System. 

These reprioritisations complement baselines that provide R2.07 trillion to provinces and R426.4 billion to 
local government in transfers over the 2020 MTEF period. These transfers fund many core policy priorities, 
including basic education, health, social development, roads, housing and municipal services. 40 

The fiscal framework 

Table WI. I presents the medium-term macroeconomic forecasts for the 2020 Budget. It sets out the growth 
assumptions and fiscal policy targets on which the fiscal framework is based. 

s 
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Table W1.1 Medium-term macroeconomic assumptions 
2019/20 2020/21 

2019 2020 2019 
R bllllon/percentage of GDP Budget Budget Budget 

Gross domestic product 5 413.8 5 157.3 5 812.4 

Real GDP growth 1.5% 0.6% 1.9% 

GDP inflation 5.4% 4.2% 5.4% 

National budget framework 

Revenue 1 403.5 1 344.8 1 505.1 

Percentage of GDP 25.9% 26.1% 25.9% 

Expenditure 1 658.7 1 682.3 1 769.6 

Percentage of GDP 30.6% 32.6% 30.4% 

Main budget balance1 -255.2 ·337.5 -264.4 

Percentage of GDP -4.7% -6.5% -4.5% 
.. 

1. A pos1t1ve number reflects a surplus and a negative number a deficit 
Source: National Treasury 

2020 
Budget 

5 428.2 

0.9% 

4.3% 

1 398.0 

25.8% 

1 766.0 

32.5% 

-368.0 

-6.8% 

2021/22 2022/23 

2019 2020 2020 
Budget Budget Budget 

6 249.1 5 759.0 6 126.3 

2.1% 1.4% 1.7% 

5.3% 4.6% 4.6% 

1 632.9 1 484.3 1 580.9 

26.1% 25.8% 25.8% 

1 900.5 1 850.7 1 940.2 

30.4% 32.1% 31.7% 

·267.6 -366.4 ·359.3 

-4.3% -6.4% -5.9% 

Table Wl.2 sets out the division of revenue for the 2020 MTEF period after accounting for new policy 
priorities. 

Table W1.2 Division of nationally raised revenue 
2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 

Outcome Revised Medium-term estimates 
R million estimate 
Division of available funds 

National departments 555 643 592 640 634 322 739 463 757 725 768 870 

of which: 

Indirect transfers to provinces 3636 3 813 3 909 3 941 4060 4 824 

Indirect transfers to local 8 112 7803 7 770 7024 7628 7 229 
government 

Provinces 500 384 538 553 571 954 612 817 649 256 691 951 

Equitable share 410 699 441 331 470 287 505 554 538 472 573 990 

Conditional grants 89 685 97 222 101 667 107 263 110 785 117 962 

Local government 102 867 111103 118 488 125 020 132 529 142 442 

Equitable share 50709 55 614 60 758 66 973 74 683 81 062 

Conditional grants 40 934 43 704 45 262 44 879 43 819 46198 

General fuel levy sharing with 11 224 11 785 12 469 13 167 14 027 15 182 
metros 

Provisional allocation - - - - -7 786 -16 077 
not assigned to votes 1 

Non-Interest allocations 1158 893 1 242 295 1324763 1 477 299 1 531 724 1 587 186 

Percentage increase 3.9% 7.2% 6.6% 11.5% 3.7% 3.6% 

Debt-service costs 146 497 162 645 181 849 205 005 229 270 258 482 

Contingency reserves - - - - 5 000 5 000 

Main budget expenditure 1 305 390 1404940 1 506 613 1682304 1765994 1 850 668 

Percentage increase 4.9% 7.6% 7.2% 11.7% 5.0% 4.8% 

Percentage shares 

National departments 47.9% 47.7% 47.9% 50.1% 49.2% 48.0% 

Provinces 43.2% 43.4% 43.2% 41.5% 42.2% 43.2% 

Local government 8.9% 8.9% 8.9% 8.5% 8.6% 8.9% 

1. Includes proposed compensation reductions, support to Eskom, amounts for Budget Facility for Infrastructure 
projects and other provisional allocations 

Source: National Treasury 

797 832 

5076 

8 161 

730 690 

607 554 

123 137 

151 445 

87 213 

48147 

16 085 

-34 887 

1645080 

3.6% 

290 145 

5 000 

1940225 

4.8% 

47.5% 

43.5% 

9.0% 

Table WI .3 shows how changes to the baseline are spread across government. The new focus areas and 
baseline reductions are accommodated by shifting savings to priorities. 
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Table W1.3 Changes over baseline 
Rmillion 

National departments 

Provinces 

Local government 

Allocated expenditure 
Source: National Treasury 

2020/21 
24 597 

-7 858 

-5 352 

11 387 

2021/22 
-8 804 

-9 049 

-7 056 

-24 910 

Table Wl.4 sets out schedule 1 of the Division of Revenue Bill, which reflects the legal division of revenue 
between national, provincial and local government. In this division, the national share includes all 

823 

conditional grants to provinces and local government in line with section 214(1) of the Constitution, and the 10 
allocations for each sphere reflect equitable shares only. 

Table W1.4 Schedule 1 of the Division of Revenue Bill 
2020/21 2021/22 2022/23 

Rmilllon Allocation Forward estimates 

National1 1152 840 1 195 617 1245459 

Provincial 538472 573 990 607 554 

Local 74 683 81 062 87 213 

Total 1765994 1 850 668 1940225 
1. National share includes conditional grants to provinces and local government, 

general fuel levy sharing with metropolitan municipalities, debt-service costs, 20 
the contingency reserve and provisional a/locations 

Source: National Treasury 

The 2020 Budget Review sets out in detail how constitutional considerations and government's priorities are 
taken into account in the division ofrevenue. It describes economic and fiscal policy considerations, revenue 
issues, debt and financing considerations, and expenditure plans. Chapter 6 focuses on provincial and local 
government financing. 

I Part 3: Response to the FFC's recommendations 

Section 9 of the Intergovernmental Fiscal Relations Act requires the FFC to make recommendations 
regarding: 

a) "An equitable division of revenue raised nationally, among the national, provincial and local 
spheres of government; 

b) the determination of each province's equitable share in 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 should be 
made." 

The act requires that the FFC table these recommendations at least 10 months before the start of each 
financial year. The FFC tabled its Submission for the Division of Revenue 2020121 to Parliament in May 
2019. This year's theme is "reprioritising local government finances". The 2020/21 recommendations cover 
the following areas: local government financing framework, municipal government capacity building, local 

30 

government sustainability, infrastructure management and efficiency, investment and developmental 40 
challenges in the local government sector. 

Section 214 of the Constitution requires that the FFC's recommendations be considered before tabling the 
division of revenue. Section 10 of the Intergovernmental Fiscal Relations Act requires that the Minister of 
Finance table a Division of Revenue Bill with the annual budget in the National Assembly. The bill must be 
accompanied by an explanatory memorandum setting out how government has taken into account the FFC's 
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recommendations when determining the division of revenue. This part of the explanatory memorandum 
complies with this requirement. 

The FFC's recommendations can be divided into three categories: 

• Recommendations that apply directly to the division of revenue 

• Recommendations that indirectly apply to issues related to the division of revenue 

• Recommendations that do not relate to the division of revenue. 

Government's responses to the first and second categories are provided below. Recommendations that do 
not relate to the division of revenue have been referred to the officials to whom they were addressed - the 
Minister of Cooperative Governance and Traditional Affairs and the President of SALGA - and they will 

824 

respond directly to the FFC. All the FFC recommendations can be accessed at www.ffc.co.za. 10 

I Recommendations that apply directly and indirectly to the division of 
revenue 

Chapter 2: Reviewing the Local Government Fiscal Framework 

Supplementary revenue sources for local government 

The FFC recommends the following: "The Minister of Finance should take steps (including piloting) to add 
the following supplementary revenue sources to the list of allowable taxes for different types of 
municipalities in a differentiated manner that could include the development charges, tourism levies, land 
value capture mechanisms, tourism levies and fire levies. Fire service levies in particular should be 
considered for the municipalities that are to be authorised for this function. The greater potential for 
expansion of own revenue sources in urban areas should be compensated for by changes to the division of 20 
revenue to increase transfers to rural areas." 

Government response 

Government supports this recommendation. Additional revenue sources to municipalities should be fully 
explored. Government has prioritised various reforms to supplement the revenue sources of municipalities. 
These include: 

• Amending the Municipal Fiscal Powers and Functions Act (2007) to ensure development charges are 
uniformly regulated. Government acknowledges that, despite their potential scope to generate substantial 
revenue and support the provision of infrastructure to unlock growth, development charges have not been 
fully explored due to lack of clarity on how they should be levied. The legislative amendments contained 
in the draft Municipal Fiscal Powers and Functions Amendment Bill, published for comment in January 30 
2020, address this challenge. 

• Updating the municipal borrowing policy framework to clarify the funding instruments that 
municipalities are allowed to use to leverage their borrowing. These include, among others, land value 
capture mechanisms, tax increment financing, project finance and the use of public-private partnerships. 

Furthermore, the Municipal Fiscal Powers and Functions Act already allows municipalities to apply to the 
Minister of Finance to levy additional taxes such as the tourism levies and fire levies recommended by the 
FFC. The act also allows the Minister of Finance to introduce new municipal taxes on his own initiative. 
Applications from municipalities to implement new revenue sources provide a good mechanism for piloting 
new revenue sources like these as it ensures that the pilot municipalities are ready and willing to implement 
the new taxes. To be considered by the Minister of Finance, an application to introduce additional taxes must 40 
include the following: 

• What the revenue from the proposed new municipal tax will be used for. 
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• Its compliance with section 229(2)(a) of the Constitution, which requires that municipal taxes not 
prejudice national economic policy. 

• The tax base, the desired tax rate, people liable for the tax and tax relief measures. 

• The tax collecting authority. 
• Particulars of any consultations conducted, including consultations with, where applicable, a provincial 

government, organised local government and municipalities, and the outcomes of the consultations. 

Government also agrees that future increases in own revenue collection in urban areas will create scope for 
government to reduce transfers to these municipalities and use those funds to increase transfers to rural 
municipalities that have less potential to increase their own revenues. This stance is reflected in the way 

825 

reductions to transfers have been implemented in the 2020 MTEF, with larger reductions made to urban 1 O 
grants. 

Land value capture 

The FFC recommends that, "The Minister of Finance should proactively inform municipalities on various 
land value capture mechanisms that municipalities can take advantage of in order to supplement their current 
own revenue sources." 

Government response 

Government views land value capture mechanisms as strategic funding tools for local government. These 
mechanisms should be used to augment municipal revenues to fund investment in infrastructure needed to 
support development. The National Treasury has called on municipalities to use all available options to 
increase their own revenues for several years in the Budget Review and the MTBPS. 20 

Municipalities, including the City of Johannesburg and the City of Cape Town, are already implementing 
land value capture mechanisms such as tax incremental financing and development rights. 

Government agrees that further information can enable more municipalities to take advantage of these 
mechanisms. It continues to research and analyse various land value capture mechanisms to better advise 
municipalities on their implementation. 

Chapter 3: Municipal Government Capacity Building 

Municipal functionality 

The FFC recommends that, "The Minister ofCOGTA, the Minister of Finance and the President ofSALGA 
jointly lead the development of a government-wide accepted definition of 'municipal functionality'. The 
definition should be based on the six factors put forward by the Commission: maintenance and performance 30 
of systems, processes and practices in governance, service delivery, financial management, leadership, 
political management, and human resources. Further, they should ensure that the accepted indices for 
measuring dysfunctionality should be explicit. Indicators of dysfunctionality should be chosen carefully and 
should exclude factors that are outside the current control of municipality. This definition can be used across 
government, including in targeting capacity support grants and further differentiating conditional grants." 

Government response 

Government supports the proposal of a collaborative process to better understand and define municipal 
functionality. The Minister of Finance has proposed that a special local government Budget Forum lekgotla 
be held in May or June 2020 to discuss issues affecting the structure of the local government fiscal 
framework. The proposed agenda for this lekgotla includes a discussion on municipal functionality, and 40 
officials from the Department of Cooperative Governance, SALGA, the National Treasury and the FFC will 
work together to prepare options on how municipal viability should be understood and measured. 
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The FFC recommends that, " Based on an assessment of the specific needs of a municipality, the Minister of 
Finance and Minister of COGTAjointly, and in consultation with provincial governments, should prioritise 
technical support for new systems, innovative business process redesign and change management." 

Government response 

Government agrees with the recommendation. When new systems, innovative business process redesign and 
change management are introduced, technical support to local government is necessary. The new municipal 
Standard Chart of Accounts (mSCOA) is an example of prioritising technical support in implementing new 
systems. mSCOA significantly changed municipal financial management as it introduced a standard chart 

826 

of accounts for the first time. This required changes to the way municipalities recorded transactions, so that 10 
transactions would be comparable across all municipalities. To facilitate this change, government provided 
mSCOA training and training manuals, guidelines and an interactive multimedia learning webpage, which 
is on the National Treasury Municipal Financial Management Act website (mfma.treasury.gov.za). 

Government also invests more than R3 billion each year in capacity building and support to local 
government. In 2019/20, a review of the capacity building and support system of local government was 
announced. This review will identify overlaps, gaps and duplications and propose systematic measures to 
rectify them. The main work of the review is expected to be concluded during 2020. 

Minimum competency 

The FFC recommends that, "The Minister of Finance should conduct regular assessments of the minimum 
competency regulations to determine their impact and whether there are tangible improvements as a result 20 
of complying." 

Government response 

Government agrees on the need to review the impact of its programmes and policies. Reviews should take 
place after an initiative has had sufficient time to have a measurable impact. The Municipal Regulations on 
Minimum Competency Levels were amended by the Minister of Finance, acting with the agreement of the 
Minister of Cooperative Governance and Traditional Affairs (COGT A), through a gazette published on 
26 October 2018. As such, it is too soon to review the impact of the minimum competency regulations. Their 
impact will be reviewed in due course. 

Chapter 4: Local Government Infrastructure Management and Efficiency 

Local government infrastructure management and efficiency 

The FFC recommends that, "The Minister of COGT A and the Minister of Finance jointly should, as part of 
the ongoing local government infrastructure grant reforms, strengthen the linkage between technical project 
planning processes and budgeting and foster smooth intergovernmental infrastructure coordination, 
including the following: 

(i) Time-bound plans for consolidating all municipal infrastructure grants into the respective 
existing sector-specific grants and thereby provide the key sector department with the authority to 
carry out their infrastructure support mandate; 

(ii) Clarification of roles and responsibilities especially in the delivery of water and electricity 
services between local municipalities and district municipalities on the one hand, and public entities, 

30 

including the water authorities and Eskom respectively. With respect to specific local geographic 40 

10 

areas, these roles and responsibilities must receive further expression in a Memorandum of 
Understanding. This will enable more direct targeting of funding for services in the Division of 
Revenue Act." 
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Government acknowledges the need to consolidate municipal infrastructure grants and to strengthen the 
linkages between the technical project planning process and the budgeting. The review of local government 
infrastructure grants has identified consolidation and rationalisation in the number of grants received by each 
municipality as a key area for reforming the grant system. A number of reforms have been made to the 
infrastructure grant system in this regard. As early as 2015, two separate public transport grants to cities -
one for capital and one for operational expenditures - were merged into a consolidated public transport 
network grant. This began the process of reducing duplication in the grant system. It also enhanced the link 
between capital investment and the sustainability of ongoing operational costs. This was followed by the 
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rationalisation of four overlapping water and sanitation grants into two grants, each with direct and indirect 1 O 
components. The regional bulk infrastructure grant remains a stand-alone grant to fund large bulk-water 
and sanitation projects. The municipal water infrastructure grant, the water services operating subsidy grant 
and the rural households infrastructure grant were merged into one grant - the water services infrastructure 
grant - to fund construction and refurbishment of reticulation schemes and on-site services in rural 
municipalities. This responded to the concerns over duplication and fragmentation in water and sanitation 
grants. Most recently, the electrification funds for metropolitan municipalities from the Integrated National 
Electrification Programme (municipal) grant were shifted into the urban settlements development grant. 
This responds to several challenges noted by the Department of Mineral Resources and Energy with the 
grant, including problems in coordinating the timing of projects with the provision of other services and will 
help reduce the reporting burden for cities. 20 

As the various grants in the system serve different purposes, the consolidation and rationalisation process 
requires extensive consultation before grants can be merged. Grant consolidation must not adversely affect 
projects already being implemented through one of the affected grants (for example, as a result of changed 
conditions in the merged grant). It is therefore not appropriate to set definitive timelines on when grants will 
be consolidated, but government is committed to achieving the vision of a differentiated grant system that 
recognises the varying contexts faced by different types of municipalities while reducing the number of 
separate grants each municipality receives. 

Government also agrees that sector departments must carry out their infrastructure support and oversight 
mandates, whether this is for a sector-specific grant or as part of a consolidated grant that more holistically 
funds municipal infrastructure investment plans. The Division of Revenue Act (2019) includes new 30 
requirements that sector departments must be consulted on their responsibilities with respect to consolidated 
conditional grants before the draft frameworks are submitted to the National Treasury. This new requirement, 
which came into effect in preparing the 2020/21 conditional grant frameworks, should strengthen 
coordination between national departments. 

Government agrees that greater clarity on roles and responsibilities in the delivery of water and electricity is 
needed. Sections 29(2) and (3) of the Division of Revenue Act make provision for district and local 
municipalities to agree on their respective roles and responsibilities in providing services. Section 29(2) 
requires that district municipalities providing a service must, before implementing any capital project for 
water, electricity, roads or other municipal service, consult the local municipalities within whose area of 
jurisdiction the project will be implemented. Section 29(3) requires that district municipalities ensure they 40 
do not duplicate any function provided by a local municipality and must transfer funds for the provision of 
services to the relevant local municipality providing the service. Section 29(5) requires that district and local 
municipalities must agree to a payment schedule for funds that must be transferred from the district 
municipality to the local municipality for functions they perform on behalf of the district municipality. 
However, the Division of Revenue Act can only allocate transfers to the municipality formally assigned the 
responsibility for a function. The conclusion of an agreement between the district and local municipalities 
allows for smoother transfers between them, but would not allow national government to transfer funds 
directly to a municipality that is not assigned the relevant function. 

The Department of Mineral Resources and Energy is developing an electrification master plan, which will 
provide guidance on which areas should be electrified by Eskom and which by municipalities. However, the 50 
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final decision on whether electricity distribution licences are granted to municipalities or Eskom is 
determined by the National Energy Regulator of South Africa. 

Infrastructure inspectorate 

The FFC recommends that, "The Minister of COG TA should establish an infrastructure inspectorate through 
the Municipal Infrastructure Support Agency (MISA) to assess management performance processes and 
capacity within municipalities to implement grant-funded and non-grant-funded infrastructure projects on a 
continuous basis." 

The FFC also recommends that, "The MISA inspectorate should undertake infrastructure delivery 
management capability assessments, quality inspections of new and existing built infrastructure, project 

828 

management and delivery audits and advise on alternative approaches, materials or technologies for 10 
infrastructure delivery through the development of infrastructure blueprints for various types of municipal 
facilities." 

Finally, the FFC recommends that, "The Minister of COGT A should align inspectorate assessments to the 
Division of Revenue Bill conditions for allocation, reporting and the disbursement of grants. This must be 
in line with the recently established Budget Facility for Infrastructure Programme criteria for appraising and 
budgeting for infrastructure projects." 

Government response 

Government acknowledges the need for improved oversight of the implementation of municipal 
infrastructure projects. The infrastructure inspectorate proposed by the FFC would require significant 
institutional capacity to implement successfully. As a result, the decision of whether an inspectorate is the 20 
best mechanism through which to improve oversight, and whether this capacity should be located in MISA 
or another institution, needs to be considered carefully. The National Treasury has recommended to MISA 
that it ask the Department of Planning, Monitoring and Evaluation to conduct a formal review of MISA's 
operational efficiency. This independent assessment will identify which activities are improving municipal 
infrastructure delivery and which are not. This will help us to identify where there is scope to reprioritise 
resources within MISA to fund new activities such as the work of the proposed inspectorate. 

Developments in late 2019 are likely to affect MISA's ability to implement significant new programmes in 
the short term. However, this recommendation will be considered further within government during 2020. 
In the meantime, government will continue to implement measures to review and strengthen municipal 
capacity building and to improve coordination and project management capacity, as described in the 30 
responses to other recommendations. 

Shared project management capacity in district municipalities 

The FFC recommends that, "The Minister of Finance, jointly with the Minister of COGT A, MECs for 
Finance and other provincial government departments, should within a district municipality area pull 
together the various project management resources present from GTAC, MISA, MIG administration and the 
respective municipal PMUs, to create a shared project management facility to improve the oversight capacity 
in respect of projects and to protect the financial interest oflocal government against contractor misconduct." 

Government response 

Government agrees on the importance of improving the coordination of infrastructure delivery. President 
Ramaphosa launched pilots of the district development model in O.R. Tambo District Municipality, 40 
eThekwini Metropolitan Municipality and Waterberg District Municipality. The model aims to develop and 
implement One Plan for each district or metropolitan area that coordinates the efforts of different 
stakeholders within the respective municipality. This includes better coordination of project management 
capacity, as recommended by the FFC. 
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To complement efforts to improve project implementation, government is also investing in improved 
capacity to prepare projects. Sound project preparation will make implementation much smoother. 
Additional support and funding for project preparation is being made available through a new facility at the 
Development Bank of Southern Africa, established in support of the Infrastructure Fund. Government has 
also introduced dedicated grant funding for project preparation in metropolitan municipalities (this may be 
extended to other municipalities in future) . From 2020/21, metropolitan municipalities will be funded for 
infrastructure project and programme preparation costs through the integrated city development grant, on 
condition that they meet certain requirements with respect to their project and programme preparation and 
authorisation processes and that they contribute funds from their own resources. 

I Part 4: Provincial allocations 

Provincial government receives two forms of allocations from nationally raised revenue, the equitable share 
and conditional grants. Sections 214 and 227 of the Constitution require that an equitable share ofnationally 
raised revenue be allocated to provincial government to provide basic services and perform its allocated 
functions. The equitable share is an unconditional transfer to provinces and constitutes their main source of 
revenue. Due to their limited revenue-raising abilities, provinces receive 43 per cent of nationally raised 
revenue. In addition, they receive conditional grants to help them fulfil their mandates. Transfers to provinces 
account for over 90 per cent of provincial revenue. 

This section outlines national transfers to provinces for the 2020 MTEF period, including the fiscal 
consolidation measures announced in the 2019 MTBPS, as well as other changes that were effected after it 

829 

10 

was tabled, both to the equitable share and conditional grants. Having taken the revisions to the provincial 20 
fiscal framework into account, national transfers to provinces increase from R612.2 billion in 2019/20 to 
R649.3 billion in 2020/21. Over the MTEF period, provincial transfers will grow at an average annual rate 
of 6 per cent to R730.7 billion in 2022/23. Table Wl.5 sets out the transfers to provinces for 2020/21. A total 
of R538.5 billion is allocated to the provincial equitable share and Rl 10.8 billion to conditional grants. 

Table W1.5 Total transfers to provinces, 2020/21 
Equitable Conditional Total 

R million share grants transfers 

Eastern Cape 71 415 12 488 83 903 

Free State 30 017 8 239 38 256 

Gauteng 112 118 23 935 136 053 30 
KwaZulu-Natal 111 442 22 011 133 453 

Limpopo 62 329 9 890 72 219 

Mpumalanga 44105 8 312 52 417 

Northern Cape 14 290 4542 18 832 

North West 37 548 7 743 45 291 

Western Cape 55208 13 191 68 398 

Unallocated 433 433 

Total 538 472 110 785 649 256 
Source: National Treasury 

The provincial fiscal framework takes account of the different pressures facing each province and allocates 40 
larger per capita allocations to poorer provinces, and provinces with smaller populations. 
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Table W1.6 Revisions to direct and indirect transfers to provincial government 
2020/21 2021/22 2022123 MTEF total 

Rmillion revision 

Technical adjustments -2 503 -2 669 -5172 

Direct transfers -1 930 -1 997 666 -3 261 

Provincial equitable share: 121 145 123 390 

grant reprioritisations 
Provincial equitable share: -2 503 -2669 -5172 
CPI inHation adjustment 

lima/Letsema projects -36 -36 10 
Health facility revitalisation grant 199 6 205 

HIV, TB, malaria and community outreach 223 456 475 1154 
Human papillomavirus vaccine -223 -235 -244 -702 
National health insurance grant health 289 300 311 900 
professionals 

Human settlements development 3 015 3015 

hformal settlements upgrading partnership -3 015 -3 015 

Indirect transfers -573 -672 -666 -1 911 

l ima/Letsema Indirect 36 36 
National health insurance indirect -609 -672 -666 -1 947 20 

Additions to baselines 656 794 944 2 393 

Direct transfers 656 794 944 2 393 

Provinicial equitable share 293 320 362 976 

Early childhood development 362 473 582 1 418 
Reductions to baselines -6 930 -8 025 -9 295 -24 251 

Direct transfers -6 584 -7 846 -9 087 -23 517 

Provinicial equitable share -2 349 -2452 -2 524 -7 325 

Comprehensive agricultural support programme -154 -194 -233 -581 

lima/Letsema projects -31 -39 -48 -118 

Land care programme: poverty relief and -4 -5 -7 -17 30 
infrastructure development 

Community library services -105 -95 -83 -283 

Education infrastructure -459 -616 -775 -1 850 

HIV and AIDS (life skills education) -24 -27 -34 -85 

Maths, science and technology -12 -13 -14 -39 

National school nutrition programme -30 -40 -53 -123 

HIV, TB, malaria and community outreach -244 -278 -291 -812 

Health facility revitalisation -191 -206 -216 -612 

Statutory human resources, training and 
-11 -67 -70 -147 

development 40 
National tertiary services -148 -156 -304 

Human settlements development -2 331 -1 984 -2402 -6 717 

hformal settlements upgrading partnership -432 -453 -885 
Expanded public works programme integrated -42 -49 -51 -142 
grants for provinces 
Social sector expanded public works programme 

-41 -48 -50 -139 incentive for provinces 

Mass participation and sport development -57 -69 -75 -201 

Provinicial roads maintenance -500 -1 084 -1 258 -2 841 

Public transport operations -295 -295 50 
Indirect transfers -346 -179 -208 -734 

School infrastructure backlogs -33 -44 -46 -123 

National health insurance indirect -314 -135 -162 -611 

Total change to provincial government allocations 

Change to direct transfers -7 858 -9 049 -7 477 -24 385 

Change to indirect transfers -920 -851 -874 -2 644 

Net change to provincial government allocations -8 778 -9 900 -8 351 -27 029 

Source: National Treasury 
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Transfers to provincial governments are reduced by R27 billion over the 2020 MTEF period, of which direct 
transfers are reduced by R24.4 billion and indirect transfers are reduced by R2.6 billion. 

The 2019 MTBPS announced a reduction ofR7.3 billion in the provincial equitable share over the MTEF 
period, which is equivalent to 2 per cent of non-compensation expenditure funded by the equitable share. 
More recently, the effect of lower estimates of consumer price index inflation on projected compensation 
spending have allowed a further reduction ofR2.5 billion in 2020/21 and R2.7 billion in 2021/22 from the 
provincial equitable share. 

For the 2020 MTEF period, there are several increases to the provincial equitable share as a result of 
reprioritisations. To continue rolling out the Sanitary Dignity Programme, which was introduced in the 

832 

2019 MTEF period, R652 million has been added. A total of R398 million has been reprioritised from 10 
national government to provinces to continue to employ social workers in areas with high levels of gender-
based violence, substance abuse and social problems affecting children, and an additional R315 million has 
been reprioritised to continue supporting non-profit organisations in implementing social behaviour change 
programmes to address social and structural drivers of HIV, TB and sexually transmitted infections. Further 
details of these allocations are contained in the provincial equitable share section, under the description of 
allocations made outside the formula. Where funds have been reprioritised from provincial conditional 
grants, these changes are reflected as technical adjustments in Table Wl.6, while funds reprioritised from 
allocations to other spheres are shown as additions to the provincial fiscal framework. 

Several technical adjustments to conditional grants are shown in Table Wl.6. In the 2019/20 adjustment 
budget, an indirect llima/Letsema grbnt was created to fund the National Food and Nutrition Survey, 20 
conducted by the Human Sciences Research Council, which will benefit provinces and national government. 
This survey will establish a baseline for poverty and food security that can be used to improve the targeting 
of poverty-relief programmes. This indirect grant will continue in 2020/21 and R36 million has been shifted 
from the direct Jlima/Letsema projects grant to the newly created indirect component to complete the survey. 
The 2019/20 adjustment budget announced that the contracting of health professionals to implement national 
health insurance would shift from being funded through the national health insurance indirect grant to being 
funded through the direct national health insurance grant. This shift continues over the 2020 MTEF period, 
and R900 million is allocated to this grant over the three years. Funds for the completion of a project in 
Limpopo have been shifted from the national health insurance indirect grant to the direct health facility 
revitalisation grant. The introduction of a separate informal settlements upgrading partnership grant has 30 
been delayed until 2021/22, so the indicative baseline for this grant in 2020/21 has been shifted back to the 
human settlements development grant. 

Over the 2020 MTEF period, Rl.4 billion has been added to the early childhood development grant to 
increase the subsidy paid for children receiving early childhood development services and to provide for 
additional children to access these services. Several reprioritisations and technical changes to conditional 
grants that were announced in the 2019 MTBPS will be implemented over the 2020 MTEF period. These 
include a reprioritisation of R255 million over the MTEF period from the comprehensive agricultural 
support grant to the Department of Agriculture, Land Reform and Rural Development to support animal and 
plant health to sustain exports. The funds will be used to improve laboratory capacity, border control and 
inspections by the national department. Funds are also reprioritised out of the human settlements 40 
development grant to support efforts to address pollution in the Vaal River system. 

Reductions to provincial conditional grants, made as part of the fiscal consolidation announced in the 
2019 MTBPS, were determined taking account of the factors described in Part 2 of this annexure. The details 
are discussed under individual grants. The provincial roads maintenance grant has been reduced by 
RSOO million in 2020/21 and this amount has been set aside as a provisional allocation to fund disaster 
recovery projects. 

Including all of the additions, reductions and technical changes, the provincial equitable share grows at an 
average annual rate of 6.3 per cent over the MTEF period, while direct conditional grant allocations grow at 
an average annual rate of 4.7 per cent. 
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The equitable share is the main source of revenue through which provinces are able to meet their expenditure 
responsibilities. To ensure that allocations are fair, the equitable share is allocated through a fonnula using 
objective data to reflect the demand for services across all nine provinces. For each year of the 2020 MTEF 
period, the following amounts are allocated to the provincial equitable share respectively: R538.5 billion, 
R574 billion and R607.6 billion. 

The equitable share formula 

The equitable share fonnula consists of six components that account for the relative demand of services and 
take into consideration the change of demographics in each of the provinces. The structure of the two largest 
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compohents, education and health, is based on the demand and the need for education and health services. 10 
The other four components enable provinces to perform their other functions, taking into consideration 
population size of each province, the proportion of poor residents in each province, the level of economic 
activity and the costs associated with running a provincial administration. For the 2020 MTEF, the fonnula 
has been updated with data from Statistics South Africa's 2019 mid-year population estimates on population 
and age cohorts and the 2019 preliminary data published by the Department of Basic Education on school 
enrolment from the Leamer Unit Record lnfonnation and Tracking System (LURITS) database. Data from 
the health sector, the 2018 General Household Survey for medical aid coverage and the Risk Equalisation 
Fund for the risk-adjusted capitation index is also used to update the formula. Allocation changes tend to 
mirror shifts in population across provinces, which result in changes in the relative demand for public 
services across these areas. The impact of these data updates on the provincial equitable shares will be phased 20 
in over three years (2020/21 - 2022/23). 

The provincial equitable share formula continues to be reviewed. Further details of this review are discussed 
in Part 6. 

Summary of the formula's structure 

The formula's six components, shown in Table Wl.7, capture the relative demand for services across 
provinces and take into account specific provincial circumstances. The components are neither indicative 
budgets nor guidelines as to how much should be spent on functions. Rather, the education and health 
components are weighted broadly in line with historical expenditure patterns to indicate relative need. 
Provincial executive councils detennine the departmental allocations for each function, taking into account 
the priorities that underpin the division of revenue. 30 

For the 2020 Budget, the formula components are set out as follows: 

• An education component ( 48 per cent), based on the size of the school-age population (ages five to 17) 
and the number of learners (Grades R to 12) enrolled in public ordinary schools. 

• A health component (27 per cent), based on each province's risk profile and health system caseload. 

• A basic component (16 per cent), derived from each province's share of the national population. 

• An institutional component (5 per cent), divided equally between the provinces. 

• A poverty component (3 per cent), based on income data. This component reinforces the redistributive 
bias of the formula. 

• An economic activity component (1 per cent), based on regional gross domestic product (GDP-R, 
measured by Statistics South Africa). 40 
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Table W1.7 Distributing the equitable shares by province, 2020 MTEF 
Education Health Basic share Poverty Economic lnstitu- Weighted 

activity tlonal average 

48.0% 27.0% 16.0% 3.0% 1.0% 5.0% 100.0% 
Eastern Cape 14.0% 12.3% 11.4% 14.9% 7.7% 11.1% 13.0% 
Free State 5.3% 5.3% 4.9% 5.1% 5.0% 11.1% 5.5% 
Gauteng 19.4% 24.0% 25.8% 18.7% 34.3% 11 .1% 21.4% 
KwaZulu-Natal 21.6% 20.5% 19.2% 21.8% 16.0% 11 .1% 20.3% 
Limpopo 12.7% 10.2% 10.2% 13.5% 7.3% 11.1% 11.5% 
Mpumalanga 8.4% 7.5% 7.8% 9.3% 7.5% 11.1% 8.2% 
Northern Cape 2.3% 2.1% 2.2% 2.2% 2.1% 11.1% 2.6% 
North West 6.8% 6.7% 6.9% 8.2% 6.5% 11.1% 7.0% 
Western Cape 9.5% 11.4% 11.6% 6.4% 13.6% 11.1% 10.4% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
Source: National Treasury 

Education component (48 per cent) 

The education component has two sub-components, accounting for school-age population (five to 17 years) 
and enrolment data. Each element is assigned a weight of 50 per cent. 

In 2018/19, the data source for enrolment numbers was changed as part of the review of the provincial 
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equitable share, from the SNAP survey to the Department of Basic Education's data collection system, 20 
LURITS. The LURITS system allows data to be verified and learners' progress to be tracked throughout 
their school careers. It also allows for duplicates and repetitions to be detected, improving the integrity of 
the numbers that are reported. When the changes were implemented in the 2018 MTEF, the data was phased 
in over three years, with the 2018 MTEF and the 2019 MTEF enrolment numbers including data from the 
old SNAP survey. This phased approach is now complete, and from 2020/21 only the LURITS data is used 
to update learner enrolment numbers. 

As a result of the review of the formula, the data used for the school-age population sub-component has also 
changed. From 2019/20, the use of Statistics South Africa's annual mid-year population estimates for the 
five-year-old to 17-year-old age cohort is being phased in. This data is updated yearly, unlike the 
2011 Census data, which was used to update the school-age population previously. This will help limit the 30 
shocks of updating the sub-component after a lag between Census updates. This change is being phased in 
over three years, ending in 2021122. In 2020/21, the data used to update the age cohort sub-component takes 
two thirds of its data from the mid-year population estimates and one third from the 2011 Census. From 
2021/22, the data used comes only from the mid-year population estimates. Table Wl.8 shows how this 
phase-in is calculated and the age cohort numbers used in the formula. 
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Table W1.8 Age-cohort sub-component, data phase-in, 2020 MTEF 
2011 Census Mid-year population estimates (MPYE): Ages 5- Blended data used In provincial 

Ages 17 equitable share formula 
5-17 

2018 2019 Change 2020121 2021/22 
(113 Census, (MYPE data 

Thousand 213 MYPE) only) 
Eastern Cape 1 856 1 865 1 881 16 1 873 1 881 

Free State 657 725 714 -11 695 714 

Gauteng 2 232 2 913 2 941 28 2 704 2 941 

KwaZulu-Natal 2 759 2 959 2 924 -35 2 869 2 924 

Limpopo 1 536 1 626 1 644 18 1 608 1 644 

Mpumalanga 1 054 1 156 1 149 -7 1 117 1 149 

Northern Cape 289 305 305 1 300 305 

North West 825 993 990 -2 935 990 

Western Cape 1 175 1 405 1 425 20 1 341 1 425 

Total 12 383 13 945 13 974 28 13 443 13 974 
Source: National Treasury 

Table Wl.9 shows the combined effect of updating the education component with new enrolment and age 
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cohort data on the education component shares. 20 

Table W1.9 Impact of changes in school enrolment on the education component share 
Age School enrolment Changes In Weighted average Difference 
5-17 2018 2019 enrolment 2019 MTEF 2020 MTEF In 

(phased-in) LURITS data weighted 

Thousand average 

Eastern Cape 1 873 1 882 1 841 -40 14.5% 14.0% -0.48% 

Free State 695 696 714 18 5.3% 5.3% -0.01% 
Gauteng 2 704 2 360 2440 80 18.7% 19.4% 0.74% 

KwaZulu-Natal 2869 2852 2 841 -11 22.0% 21.6% -0.46% 

Limpopo 1 608 1 753 1 753 -0 12.9% 12.7% -0.18% 

Mpumalanga 1117 1 069 1 095 26 8.4% 8.4% -0.01% 

Northern Cape 300 293 298 5 2.3% 2.3% -0.02% 

North West 935 832 852 21 6.6% 6.8% 0.11% 

Western Cape 1 341 1 125 1 186 60 9.2% 9.5% 0.33% 

Total 13 443 12 862 13 021 159 100.0% 100.0% -
Source: National Treasury 

Health component (27 per cent) 

The health component uses a risk-adjusted capitation index and output data from public hospitals to estimate 
each province's share of the health component. These methods work together to balance needs (risk-adjusted 

30 

capitation) and demands (output component). 40 

The health component is presented in three parts below. Table Wl.10 shows the shares of the risk-adjusted 
component, which accounts for 75 per cent of the health component. 
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Table W1.10 Risk-adjusted sub-component shares 
Mid-year Insured Risk· Weighted Risk-adjusted shares Change 

population population adjusted population 
estimates Index 

Thousand 2019 2018 2019 2020 
Eastern Cape 6 712 10.0% 96.9% 5 851 11.9% 11.9% 0.05% 
Free State 2 887 16.2% 103.3% 2498 5.4% 5.1% -0.32% 
Gauteng 15176 23.9% 105.4% 12 175 24.2% 24.8% 0.54% 
KwaZulu-Natal 11 289 12.4% 98.9% 9 781 20.5% 19.9% -0.59% 
Limpopo 5 983 8.2% 91.6% 5 033 10.1% 10.2% 0.10% 
Mpumalanga 4 592 12.6% 95.7% 3 841 7.8% 7.8% 0.05% 
Northern Cape 1 264 16.1% 100.7% 1 068 2.2% 2.2% 0.02% 
North West 4 027 13.5% 102.2% 3 561 7.2% 7.2% 0.09% 
Western Cape 6 844 25.1% 104.0% 5 333 10.8% 10.9% 0.06% 
Total 58 775 - - 49141 100.0% 100.0% -

Source: National Treasury 

The risk-adjusted sub-component estimates a weighted population in each province using the risk-adjusted 
capitation index, which is calculated using data from the Council for Medical Schemes' Risk Equalisation 
Fund. The percentage of the population with medical insurance, based on the 2018 General Household 
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Survey, is deducted from the 2019 mid-year population estimates to estimate the uninsured population per 20 
province. The risk-adjusted index, which is an index of each province's health risk profile, is applied to the 
uninsured population to estimate the weighted population. Each province's share of this weighted population 
is used to estimate their share of the risk-adjusted sub-component. The column on the right in Table W 1.10 
shows the change in this sub-component between 2019 and 2020. 

Table W1.11 Output sub-component shares 
Primary healthcare Hospital workload 

visits patient-day equivalents 
Thousand 2017/18 2018/19 Average Share 2017/18 2018/19 Average Share 
Eastern Cape 16 418 16 606 16 512 13.8% 4 328 4 388 4 358 13.5% 

Free State 5 462 5299 5 381 4.5% 1 976 2 126 2 051 6.3% 

Gauteng 21132 20 905 21 019 17.6% 7 315 7 467 7 391 22.9% 30 
KwaZulu-Natal 28 403 28 525 28464 23.8% 7 055 7143 7 099 22.0% 

Limpopo 14 858 14 336 14 597 12.2% 3 014 3 010 3 012 9.3% 

Mpumalanga 9 160 9253 9 207 7.7% 1 992 1 898 1 945 6.0% 

Northern Cape 2 689 2 719 2 704 2.3% 563 573 568 1.8% 

North West 7 455 7 446 7450 6.2% 1 573 1 610 1 592 4.9% 

Western Cape 14 140 14 083 14 111 11.8% 4344 4 297 4 321 13.4% 

Total 119717 119 173 119 445 100.0% 32161 32 512 32 336 100.0% 
Source: National Treasury 

The output sub-component (shown in Table Wl.11) uses patient load data from the District Health 
Information Services. The average number of visits to primary healthcare clinics in 2017/18 and 2018/19 is 40 
calculated to estimate each province's share of this part of the output component, which makes up 5 per cent 
of the health component. For hospitals, each province's share of the total patient-day equivalents at public 
hospitals in 2017/18 and2018/19 is used to estimate their share of this part of the output sub-component, 
making up 20 per cent of the health component. In total, the output component is 25 per cent of the health 
component. 

Table Wl.12 shows the updated health component shares for the 2020 MTEF period. 
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Table W1.12 Health component weighted shares 
Risk-adjusted Primary Hospital Weighted shares Change 

healthcare compo-
nent 

Weight 75.0% 5.0% 20.0% 2019 2020 
Eastern Cape 11.9% 13.8% 13.5% 12.3% 12.3% -0.02% 

Free State 5.1% 4.5% 6.3% 5.4% 5.3% -0.07% 

Gauteng 24.8% 17.6% 22.9% 23.6% 24.0% 0.47% 

KwaZulu-Natal 19.9% 23.8% 22.0% 21.0% 20.5% -0.53% 

Limpopo 10.2% 12.2% 9.3% 10.1% 10.2% 0.08% 

Mpumalanga 7.8% 7.7% 6.0% 7.4% 7.5% 0.00% 

Northern Cape 2.2% 2.3% 1.8% 2.1% 2.1% -0.00% 

North West 7.2% 6.2% 4.9% 6.7% 6.7% 0.05% 

Western Cape 10.9% 11.8% 13.4% 11.4% 11.4% 0.02% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% -
Source: National Treasury 

Basic component (16 percent) 

The basic component derives from each province's share of the national population. This component 
constitutes 16 per cent of the total equitable share. For the 2020 MTEF, population data is drawn from the 
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2019 mid-year population estimates produced by Statistics South Africa. Table Wl.13 shows how 20 
population changes have affected the basic component's revised weighted shares. 

Table W1 .13 Impact of the changes in population on the basic component shares 
Mid-year population Population % Basic component Change 

estimates change population shares 
change 

Thousand 2018 2019 2019 MTEF 2020 MTEF 

Eastern Cape 6523 6 712 190 2.9% 11.3% 11.4% 0.12% 

Free State 2954 2887 -67 -2.3% 5.1% 4.9% -0.21% 

Gauteng 14 717 15176 459 3.1% 25.5% 25.8% 0.33% 

KwaZulu-Natal 11 385 11 289 -96 -0.8% 19.7% 19.2% -0.51% 30 
Limpopo 5 797 5 983 185 3.2% 10.0% 10.2% 0.14% 

Mpumalanga 4 524 4 592 68 1.5% 7.8% 7.8% -0.02% 

Northern Cape 1 226 1 264 38 3.1% 2.1% 2.2% 0.03% 

North West 3 979 4027 48 1.2% 6.9% 6.9% -0.04% 

Western Cape 6 621 6844 223 3.4% 11.5% 11.6% 0.17% 

Total 57 726 58 775 1 049 - 100.0% 100.0% -
Source: National Treasury 

Institutional component (5 per cent) 

The institutional component recognises that some costs associated with running a provincial government and 
providing services are not directly related to the size of a province's population or factors included in other 40 
components. It is therefore distributed equally between provinces, constituting 5 per cent of the total 
equitable share, of which each province receives 11 .1 per cent. This component benefits provinces with 
smaller populations, especially the Northern Cape, the Free State and the North West, because the allocation 
per person for these provinces is much higher in this component. 

Poverty component (3 per cent) 

The poverty component introduces a redistributive element to the formula and is assigned a weight of 
3 per cent. For this component, the poor population is defined as people who fall into the lowest 40 per cent 
of household incomes in the 2010/11 Income and Expenditure Survey. The estimated size of the poor 
population in each province is calculated by multiplying the proportion of people in that province who fall 
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into the poorest 40 per cent of South African households by the province's population figure from the 
2019 mid-year population estimates. Table W l.14 shows the proportion of the poor in each province from 
the Income and Expenditure Survey, the 2019 mid-year population estimates and the weighted share of the 
poverty component per province. 

Table W1.14 Comparison of current and new poverty component weighted shares 

Income Current (2019 MTEF) New (2020 MTEF) Difference 

and Mid-year Poor Weighted Mid-year Poor Weighted In 

Expendi- population popula· shares population popula- shares weighted 

tu re estimates tlon estimates tlon shares 

Survey 2018 2019 

Thousand 2010/11 

Eastern Cape 52.0% 6 523 3 394 14.7% 6 712 3 492 14.9% 0.2% 
Free State 41.4% 2 954 1 223 5.3% 2887 1 195 5.1% -0.2% 
Gauteng 28.9% 14 717 4249 18.4% 15176 4 381 18.7% 0.3% 
KwaZulu-Natal 45.3% 11 385 5158 22.4% 11 289 5 115 21 .8% ..Q.5% 
Limpopo 52.9% 5 797 3 064 13.3% 5 983 3162 13.5% 0.2% 
Mpumalanga 47.3% 4 524 2138 9.3% 4 592 2170 9.3% -0.0% 
Northern Cape 40.8% 1 226 500 2.2% 1 264 515 2.2% 0.0% 
North West 47.9% 3 979 1 906 8.3% 4 027 1 929 8.2% ..Q.0% 
Western Cape 21 .9% 6 621 1448 6.3% 6844 1 496 6.4% 0.1% 
Total 57726 23 079 100.0% 58 775 23457 100.0% -

Source: National Treasury 

Economic activity component (1 per cent) 

The economic activity component is a proxy for provincial tax capacity and expenditure assignments. Given 
that these assignments are a relatively small proportion of provincial budgets, the component is assigned a 
weight of 1 per cent. For the 2020 MTEF, 2017 GDP-R data is used. Table WI .15 shows the weighted shares 
of the economic activity component. 

Table W1.15 Current and new economic activity component weighted shares 
Current (2019 MTEF) New (2020 MTEF) Difference In 

GDP-R, 2016 Weighted GDP-R, 2017 Weighted weighted 
(R million) shares (R million) shares shares 

Eastern Cape 331 093 7.6% 358 627 7.7% 0.1% 

Free State 217 849 5.0% 234 505 5.0% 0.0% 

Gauteng 1507082 34.6% 1593874 34.3% -0.4% 

KwaZulu-Natal 692 222 15.9% 746 360 16.0% 0.1% 

Limpopo 311 686 7.2% 340273 7.3% 0.1% 

Mpumalanga 323 722 7.4% 348 987 7.5% 0.1% 

Northern Cape 90 883 2.1% 96 487 2.1% -0.0% 

North West 279 733 6.4% 301 477 6.5% 0.0% 

Western Cape 596 043 13.7% 632 990 13.6% -0.1% 

Total 4 350 314 100.0% 4 653 579 100.0% 0.0% 
Source: National Treasury 

Full impact of data updates on the provincial equitable share 

Table Wl.16 shows the full impact of the data updates on the provincial equitable share per province, after 
the six updated components have been added together. It compares the target shares for the 2019 and 
2020 MTEF periods. The size of each province's share reflects the relative demand for provincial public 
services in that province, and the changes in shares from 2019 to 2020 respond to changes in that demand. 
The details of how the data updates affect each component of the fonnula are described in detail in the sub
sections above. 
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Table W1.16 Full Impact of data updates on the equitable share 
2019 MTEF 2020 MTEF Difference 

weighted weighted 
average average 

Eastern Cape 13.2% 13.0% -0.2% 

Free State 5.6% 5.5% -0.1% 

Gauteng 20.9% 21.4% 0.5% 

KwaZulu-Natal 20.8% 20.3% ·0.5% 

Limpopo 11.5% 11.5% -0.0% 

Mpumalanga 8.2% 8.2% -0.0% 

Northern Cape 2.6% 2.6% -0.0% 

North West 7.0% 7.0% 0.1% 

Western Cape 10.2% 10.4% 0.2% 

Total 100.0% 100.0% 0.0% 
Source: National Treasury 

Phasing in the formula 

The annual updates to the official data used to calculate the provincial equitable share fonnula result in 
changes to each province's share of the available funds . These changes reflect the changing balance of 
service delivery demands among the provinces, and the annual data updates are vital to ensuring that 
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allocations can respond to these changes. However, provinces need stable and predictable revenue streams 20 
to allow for sound planning. As such, the new shares calculated using the most recent data are phased in over 
the three-year MTEF period. 

The equitable share fonnula data is updated every year and a new target share for each province is calculated, 
as shown in Table W 1.17. The phase-in mechanism provides a smooth path to achieving the new weighted 
shares by the third year of the MTEF period. It takes the difference between the target weighted share for 
each province at the end of the MTEF period and the indicative allocation for 2020/21 published in the 
2019 MTEF, and closes the gap between these shares by a third in each year of the 2020 MTEF period. As 
a result, one third of the impact of the data updates is implemented in 2020/21 and two thirds in the indicative 
allocations for 2021/22. The updates are thus fully implemented in the indicative allocations for 2022/23. 

Table W1.17 Implementation of the equitable share weights 
2020121 2020/21 2021/22 2022/23 

Indicative 2020 MTEF weighted shares 
weighted 3-year phasing 

shares from 

Percentage 2019 MTEF 

Eastern Cape 13.4% 13.3% 13.1% 13.0% 
Free State 5.6% 5.6% 5.6% 5.5% 
Gauteng 20.6% 20.8% 21 .1% 21.4% 
KwaZulu-Natal 20.9% 20.7% 20.5% 20.3% 
Limpopo 11 .6% 11.6% 11 .5% 11 .5% 
Mpumalanga 8.2% 8.2% 8.2% 8.2% 
Northern Cape 2.7% 2.7% 2.6% 2.6% 
North West 6.9% 7.0% 1.0% 7.0% 
Western Cape 10.2% 10.3% 10.3% 10.4% 

Total 100.0% 100.0% 100.0% 100.0% 
Source: National Treasury 

Allocations calculated outside the equitable share formula 

In addition to allocations made through the fonnula, the provincial equitable share includes allocations that 
have been determined using other methodologies. These allocations are typically introduced when a new 
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function or additional fund ing is transferred to provinces and national government indicates separately how 50 
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much funding has been allocated to each province for this specific purpose. Funds are also added through 
this approach when a priority has been identified through the national budget process and provincial 
government performs the function or when a conditional grant is absorbed into the equitable share. 

For the 2020 MTEF, three new adjustments are allocated outside the provincial equitable share formula. In 
the social development sector, R398 million has been reprioritised from national government to continue to 
employ social workers in areas with a high prevalence of gender-based violence, substance abuse and issues 
affecting children. The allocations to the provinces are based on the prevalence of these problems, population 
and geographic size, and the number of sites offering social work services. In addition, R315 million has 
been reprioritised from the Department of Social Development for provinces to continue to help non-profit 
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organisations implement Social Behaviour Change Programmes to address social and structural drivers of 1 O 
HIV, TB and sexually transmitted infections. To scale up the Sanitary Dignity Programme, which provides 
sanitary products to indigent girl learners, funds were added to the equitable share in 2019/20. To continue 
rolling out this programme, R652 million has been added to the provincial equitable share over the 
2020 MTEF period. These funds are proportionally allocated to the provinces based on the number of girl 
learners in Grades 4 to 12 in the poorest schools (quintiles 1-3) in each province. 

Table W 1.18 provides a summary of the allocations made outside the provincial equitable share in the 
2020 MTEF period and a short description of how these amounts are allocated among provinces. 

Table W1.18 Allocations outside provincial equitable share formula 
2019/20 2020/21 2021/22 2022/23 Allocation criteria 

Adjusted 
Medium-term estimates 

Rmlllion Budget 
Food relief shift - 67 71 75 Allocated equally among the 

provinces 

Social worker employment 213 227 239 251 Allocated in terms of what provinces 
grant shift would have received had the grant 

continued 

Substance abuse treatment 75 79 83 87 Allocated in terms of what provinces 
grant shift would have received had the grant 

continued 

Municipal intervention 87 89 93 97 Allocated equally among the 
support provinces 

Gender-based violence and - 93 109 114 Allocated based on the non-profit 
sexually transmitted infections organisations located in the 27 
support shift priority districts 

Social worker - 113 139 146 Allocated according to areas of high 
additional support shift prevalence of gender-based violence, 

substance abuse and issues affecting 
children 

Sanitary Dignity 157 209 217 226 Allocated proportionately based on 
Programme the number of girl learners per 

province in quintiles 1 to 3 schools 

Infrastructure delivery 45 45 45 47 Allocated equally among the 
improvement programme shift provinces 

Total 576 921 997 1 042 
Source: National Treasury 

Final provincial equitable share allocations 

The final equitable share allocations per province for the 2020 MTEF period are detailed in Table Wl.19. 
These allocations include the full impact of the data updates, phased in over three years, and the allocations 
that are made separately from the formula. 
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Table W1.19 Provincial equitable share 
2020/21 2021/22 2022123 

R million 

Eastern Cape 71 415 75 306 78 841 
Free State 30 017 31 897 33 657 
Gauteng 112 118 121 121 129 908 
KwaZulu-Natal 111 442 117 755 123 544 
Limpopo 62 329 66 256 69 935 
Mpumalanga 44105 46 996 49 724 
Northern Cape 14 290 15 207 16 068 
North West 37 548 40 174 42 682 
Western Cape 55 208 59 276 63194 

Total 538 472 573 990 607 554 
Source: National Treasury 

Conditional grants to provinces 

There are four types of provincial conditional grants: 

• Schedule 4, part A grants supplement various programmes partly funded by provinces. 

• Schedule 5, part A grants fund specific responsibilities and programmes implemented by provinces. 

• Schedule 6, part A grants provide in-kind allocations through which a national department implements 

841 
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projects in provinces. 20 
• Schedule 7, part A grants provide for the swift allocation and transfer of funds to a province to help it 

deal with a disaster or housing emergency. 

Changes to conditional grants 

The overall growth in direct conditional transfers to provinces averages 4.7 per cent over the medium term. 
Direct conditional grant baselines total RI I I billion in 2020/2I, RI I8 billion in 202I/22 and RI23 billion 
in 2022/23. Indirect conditional grants amount to R4. I billion, R4.8 billion and RS. I billion respectively for 
each year of the same period. 

Table Wl.20 provides a summary of conditional grants by sector for the 2020 MTEF period. More detailed 
information, including the framework and allocation criteria for each grant, is provided in the 2020 Division 
of Revenue Bill. The frameworks provide the conditions for each grant, the outputs expected, the allocation 30 
criteria used for dividing each grant between provinces, and a summary of the grants' audited outcomes 
for 20I8/I9. 
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Table W1 .20 Conditional grants to provinces 
2019/20 2020/21 2021/22 2022/23 MTEFtotal 

Adjusted 
Rmillion budget 

Agriculture, land refonn and rural development 2159 2153 2 320 2 392 6 865 

Comprehensive agricultural support programme 1 538 1 522 1 620 1672 4 814 

llima/letsema projects 538 549 614 632 1 795 
Land care programme: poverty relief 82 82 86 88 257 
and infrastructure development 

Basic Education 18 569 19 564 20 773 21738 62076 

Education infrastructure 10 514 11 008 11 710 12255 34 973 

HIV and AIDS (life skills education) 257 247 259 262 767 

Learners with profound intellectual disabilities 221 243 256 266 765 

Maths, science and technology 391 401 423 438 1 262 

National school nutrition programme 7186 7 666 8125 8 516 24 308 

Cooperative Governance 131 138 146 153 438 

Provincial disaster relief 131 138 146 153 438 

Health 45 524 49 267 53917 56 537 159 721 

HIV, TB, malaria and community outreach 22 039 24 387 27 931 29405 81 723 

Health facility revitalisation 6 007 6 368 6658 7 034 20060 

Human papillomavirus vaccine 157 - - - -
National tertiary services 13 186 14 069 14 694 15 294 44 057 

National health insurance grant health professionals 289 289 300 311 900 

StaMory human resources, training and development 3846 4155 4 333 4 494 12 982 

Human Settlements 19 604 17493 17 614 18 317 53425 

Human settlements development 18 780 16 621 13 414 13 871 43905 

Title deeds restoration 548 578 - - 578 

Provincial emergency housing 277 295 311 326 932 

Informal settlements upgrading partnership - - 3 890 4 121 8 011 

Public Works and Infrastructure 868 834 871 903 2 609 

Expanded pubfic works programme 437 421 440 456 1 316 
integrated grant for provinces 

Social sector expanded public works 431 414 432 447 1 292 
programme incentive for provinces 

Socia! Development 518 915 1057 1192 3164 

Earty childhood development 518 915 1 057 1192 3164 

Sports arts and culture 2121 2076 2205 2307 6 588 

Community library services 1 501 1479 1 584 1 667 4 730 

Mass participation and sport development 620 597 621 640 1 858 

Transport 17 768 18 343 19 058 19 597 56 998 

Provincial roads maintenance 11 442 11 593 11 938 12 507 36 037 

Public transport operations 6 326 6 750 7121 7 090 20 961 

Total direct conditional allocations 107 263 110 785 117 962 123137 351 883 

Indirect transfers 3 941 4060 4824 5076 13 961 

Agriculture, land refonn and rural development 45 36 - - 36 

llima/letsema indirect 45 36 - - 36 

Basic Education 1987 1 736 2 295 2424 6456 

School infrastructure backlogs 1 987 1736 2295 2424 6456 

Health 1909 2 288 2 529 2652 7 469 

National health insurance indirect 1 909 2 288 2 529 2652 7469 

Source: National Treasury 

Agriculture, land reform and rural development grants 

The comprehensive agricultural support programme grant aims to support newly established and emerging 
farmers, particularly subsistence, smallholder and previously disadvantaged farmers. The grant funds a range 
of projects, including providing training, developing agro-processing infrastructure and directly supporting 
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targeted fanners. Over the 2020 MTEF period, R255. l million is reprioritised from the grant to the 
Department of Agriculture, Land Reform and Rural Development to fund improved laboratory capacity, 
border control and inspections. Although funds have been reprioritised from this grant, over the 2020 MTEF 
period R4.8 billion is allocated to this grant, and the baseline grows from Rl.5 billion in 2020/21 to 
Rl.7 billion in 2022/23. The fiscal consolidation reductions for this grant are equivalent to 5 per cent of the 
grant's baseline in 2020/21, 6 per cent in 2022/23 and 7 per cent in 2022/23. 

The land care programme grant: poverty relief and infrastructure development aims to improve productivity 
and the sustainable use of natural resources. Provinces are also encouraged to use this grant to create jobs 
through the Expanded Public Works Programme. Over the medium term, R257 million is allocated to this 

843 

grant. The fiscal consolidation reductions for this grant are equivalent to 5 per cent of the grant's baseline in 10 
2020/21, 6 per cent in 2022/23 and 7 per cent in 2022/23. 

The Jlima/Letsema projects grant aims to boost food production by helping previously disadvantaged 
farming communities. The grant's baseline is Rl.8 billion over the 2020 MTEF period. This includes 
R36 million in 2020/21, which is allocated through the Jlima/Letsema indirect grant to complete the National 
Food and Nutrition Survey. These funds were previously ring-fenced in the direct Ilima!Letsema projects 
grant, and this shift will allow the national Department of Agriculture, Land Reform and Rural Development 
to pay the Human Sciences Research Council directly for the survey. The fiscal consolidation reductions for 
this grant are equivalent to 5 per cent of the grant's baseline in 2020/21, 6 per cent in 2021/22 and 7 per cent 
in 2022/23. 

Basic education grants 

The education infrastructure grant provides supplementary funding for ongoing infrastructure programmes 
in provinces. This includes maintaining existing infrastructure and building new infrastructure to ensure 
school buildings meet the required norms and standards. The grant's total allocation for this period is 
R35 billion: RI l billion in 2020/21, Rl 1.7 billion in 2021/22 and Rl2.3 billion in 2022/23. The fiscal 
consolidation reductions for this grant are equivalent to 4 per cent of the grant's baseline in 2020/21, 
5 per cent in 2022/23 and 5.9 per cent in 2022/23. 

Provincial education departments have to go through a two-year planning process to be eligible to receive 
incentive allocations for infrastructure projects. To receive the 2020/21 incentive, the departments had to 
meet certain prerequisites in 2018/19 and have their infrastructure plans approved in 2019/20. The national 

20 

Department of Basic Education and the National Treasury assessed the provinces' infrastructure plans. The 30 
national departments, provincial treasuries and provincial departments of basic education undertook a 
moderation process to agree on the final scores. Provinces needed to obtain a minimum score of 60 per cent 
to qualify for the incentive. Table W 1.21 shows the final score and incentive allocation for each province. 

Table W1 .21 Education infrastructure grant allocations 
Planning 2020/21 Final allocation 

assessment Basic Incentive for 2020/21 
results from component component 

R thousand 
2019 

Eastern Cape 77% 1470728 73 386 1544114 

Free State 70% 767 043 73 386 840429 

Gauteng 90% 1 424 371 73 386 1497757 

KwaZulu-Natal 93% 1922796 73 386 1996182 

Limpopo 75% 1182 978 73 386 1256364 

Mpumalanga 84% 1 021 295 73 386 1094681 

Northern Cape 80% 523 882 73 386 597 268 

North West 65% 1016624 73 386 1 090 010 

Western Cape 91% 1017776 73 386 1 091 162 

Total 10 347 489 660 478 11 007 967 

Source: National Treasury 
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The national Department of Basic Education uses the indirect school infrastructure backlogs grant to replace 
unsafe and inappropriate school structures and to provide water, sanitation services and electricity on behalf 
of provinces. This grant is allocated R6.5 billion over the medium term in the Planning, Information and 
Assessment Programme. An allocation of R 1. 7 billion in 2020/21 will be used to replace 40 inappropriate 
and unsafe schools with newly built ones, provide clean water to 432 schools and provide appropriate 
sanitation services to 1 033 schools. 

The national school nutrition programme grant aims to improve the nutrition of poor school children, 
enhance their capacity to learn and increase their attendance at school. The programme provides a free daily 
meal to learners in the poorest schools (quintiles 1 to 3). To provide meals to more children, while still 

844 

providing quality food, growth in the grant's allocations over the MTEF period averages 5.8 per cent, with 1 O 
a total allocation of R24.3 billion. The fiscal consolidation reductions to this grant are equivalent to 
0.4 per cent of the grant's baseline in 2020/21, 0.5 per cent in 2021/22 and 0.6 per cent in 2022/23. 

The maths, science and technology grant provides for ICT, workshop equipment and machinery to schools, 
which should lead to better outcomes in maths and science in the long term. The grant's total allocation is 
Rl.3 billion over the medium term. The fiscal consolidation reductions to this grant are equivalent to 
3 per cent of the grant's baseline in 2020/21, 3 per cent in 2021/22 and 3 per cent in 2022/23. 

The HIV and AIDS (life skills education) programme grant provides for life skills training, and sexuality and 
HIV/AIDS education in primary and secondary schools. The programme is fully integrated into the school 
system, with learner and teacher support materials provided for Grades 1 to 9. The grant's total allocation is 
R767 million over the medium term. The fiscal consolidation reductions to this grant are equivalent to 20 
8.8 per cent of the grant's baseline in 2020/21, 9.5 per cent in 2021/22 and 11.5 per cent in 2022/23. 

The learners with profound intellectual disabilities grant aims to expand access to education for these 
learners. Over the MTEF period, the grant will provide access to quality, publicly funded education to such 
learners by recruiting outreach teams. This grant has been allocated R765 million over the 2020 MTEF 
period. 

Cooperative governance grant 

The provincial disaster relief grant is administered by the National Disaster Management Centre in the 
Department of Cooperative Governance. It is unallocated at the start of the financial year. The grant allows 
the National Disaster Management Centre to immediately release funds (in-year) after a disaster is declared, 
without the need for the transfers to be gazetted first. The reconstruction of infrastructure damaged by 30 
disasters is funded separately through ring-fenced allocations in sector grants. Strategies to mitigate the 
effects of the ongoing drought have, in part, been funded by this grant. 

To ensure that sufficient funds are available in the event of a disaster, section 21 of the 2019 Division of 
Revenue Bill allows for funds allocated to the municipal disaster relief grant to be transferred to provinces 
if funds in the provincial disaster relief grant have already been exhausted, and vice versa. The bill also 
allows for more than one transfer to be made to areas affected by disasters so that an initial payment for 
emergency aid can be made before a full assessment of damages and costs has been completed. Over the 
2020 MTEF period, R438 million has been allocated to the provincial disaster relief grant. 

Health grants 

The national tertiary services grant provides strategic funding to enable provinces to plan, modernise and 40 
transform tertiary hospital service delivery in line with national policy objectives. The grant operates in 
29 tertiary hospitals across the nine provinces and continues to fund medical specialists, equipment, and 
advanced medical investigation and treatment according to approved service specifications. Patient referral 
pathways often cross provincial borders and, as a result, many patients receive care in neighbouring 
provinces if the required services are unavailable in their home province. For the 2020 MTEF period, the 
national Department of Health has reprioritised Rl 76 million within this conditional grant to develop and 
expand tertiary services in the Eastern Cape, Limpopo, Mpumalanga and the North West. The funds have 

28 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 984) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE WI: EXPLANATORY MEMORANDUM TO THE DIVISION OF REVE NUE 

been ring-fenced in the 2020/21 allocations for these provinces and left unallocated for 2021/22 and 2022/23. 
These developmental allocations will allow the provinces to develop their capacity in offering tertiary 
services within their facilities. A similar approach to allocating developmental funds is taken in the statutory 
human resources component of the statutory human resources, training and development grant and further 
details on the amounts ring-fenced are discussed under this grant. The urban areas of Gauteng and the 
Western Cape continue to receive the largest share of the grant because they provide the largest proportion 
of high-level, sophisticated services. 

The national Department of Health has reviewed the allocation criteria under this grant and is working with 
provinces to develop a new allocation model to ensure continued fairness in allocations. The grant is 

845 

allocated R44. l billion over the medium term: R 14. l billion in 2020/21, R 14. 7 billion in 2021 /22 and 10 
RIS.3 billion in 2022/23. The fiscal consolidation reductions to this grant are equivalent to I per cent of the 
grant's baseline in 2021/22 and 1 per cent in 2022/23. 

The health facility revitalisation grant funds the construction and maintenance of health infrastructure, 
including large projects to modernise hospital infrastructure and equipment, general maintenance and 
infrastructure projects at smaller hospitals, and the refurbishment and upgrading of nursing colleges and 
schools. A total ofR199 million in 2020/21 and RS.7 million in 2021/22 has been shifted from the national 
health insurance indirect grant: health facility revitalisation component to this grant for upgrades to 
Pieters burg Hospital in Limpopo. These funds were initially part of the Limpopo allocations in the national 
health insurance indirect grant. The province will now undertake the upgrades, so the funds will be 
transferred directly to the province. Over the 2020 MTEF period, R20 billion has been allocated to this grant. 20 
The fiscal consolidation reductions to this grant are equivalent to 3 per cent of the grant's baseline in 
2020/21, 3 per cent in 2021122 and 3 per cent in 2022/23. 

Like the education infrastructure grant discussed previously, a two-year planning process is also required 
for provinces to access this grant's incentive component. The national Department of Health and the National 
Treasury assessed the provinces' infrastructure plans. This was followed by a moderation process between 
the national departments, provincial treasuries and provincial departments of health to agree on the final 
scores. Provinces had to obtain a minimum score of 60 per cent to qualify for the incentive. Funds for the 
incentive component in the outer years are shown as unallocated. Table WI .22 sets out the final score and 
the incentive allocation per province. 

Table W1 .22 Health facility revitalisation grant allocations 
Planning 2020/21 Final 

assessment Basic Incentive allocation for 
results from component component 2020/21 

R thousand 2019 

Eastern Cape 73% 610 773 58 760 669 533 

Free State 62% 527 985 58 760 586 745 

Gauteng 70% 909 450 58 760 968 210 
KwaZulu-Natal 80% 1 212 654 58 760 1 271 414 

Limpopo 60% 683 713 58 760 742 473 

Mpumalanga 69% 365 162 58 760 423 922 

Northern Cape 50% 409 404 - 409 404 

North West 73% 538 398 58 760 597158 

Western Cape 86% 640 033 58 760 698 793 

Total 5 897 570 470 082 6 367 652 
Source: National Treasury 

The human resources capacitation grant and the health professions training and development grant have 
been merged to create a new statutory human resources, training and development grant from 2020/21. The 
conditional grant has two components and has been allocated R4.2 billion in 2020/21, R4.3 billion in 2021/22 
and R4.5 billion in 2022/23. The health professions training and development component funds the training 
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of health sciences professionals, including specialists, registrars and their supervisors (who were previously 50 
funded from the health professions training and development grant). The statutory human resources 
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component will fund intern and community service posts (which were previously funded from the human 
resources capacitation grant), as well as some posts previously funded from the equitable share. When the 
human resources capacitation grant was introduced, it was primarily meant to fund the shortfall in funding 
for interns and community service posts, but its scope expanded to include other vacant posts in the health 
sector. These non-statutory posts will now be funded through the provincial equitable share. Therefore, the 
grant will be able to fund some additional internship and community service posts that were previously 
funded from the equitable share. Over the 2020 MTEF period, similar to the national tertiary services grant, 
R65 million has been ring-fenced in the health professions training and development component of this grant 
for the development and expansion of tertiary services in the Eastern Cape, Limpopo, Mpumalanga, the 
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Northern Cape and the North West. The funds have been allocated to these provinces for 2020/21, and are 10 
left unallocated for the outer two years of the MTEF period. 

The HIV, TB, malaria and community outreach grant supports HIV/AIDS prevention programmes and 
specific interventions, including voluntary counselling and testing, prevention of mother-to-child 
transmission, post-exposure prophylaxis, antiretroviral treatment and home-based care. In the 2016 MTEF, 
the grant's scope was extended to include tuberculosis. In the 2018 Budget, a sub-component for community 
outreach services was introduced, so that funds used to support community health workers could be explicitly 
earmarked. This will help ensure that these workers are better integrated into national health services. In 
2020/21, R800 million has been reprioritised to the community outreach services component from the HIV 
and AIDS component of the grant to cover a shortfall in the salaries of community health workers in that 
year. In 2019/20, two new components were added to the grant, to strengthen the continued fight against 20 
malaria in three provinces and to monitor the activities and outcomes of the TB portion of the grant. In the 
2020 MTEF, the human papillomavirus vaccine grant has been merged into the HIV, TB, malaria, 
community outreach grant and a separate component will be created within the grant to continue funding 
human papillomavirus vaccinations. Two new components for mental health and oncology will be 
introduced in 2021/22, with funds ofR452 million reprioritised from the national health insurance: personal 
services component for the two outer years of the 2020 MTEF period. The grant's total baseline amounts 
to R82 billion over the medium term. The fiscal consolidation reductions to this grant are equivalent to 
1 per cent of the grant's baseline in 2020/21, 1 per cent in 2021/22 and 1 per cent in 2022/23. 

The national health insurance indirect grant continues to fund all preparatory work for universal health 
coverage, as announced in 2017/18. Over the 2020 MTEF period, this will be done through three 30 
components: health facility revitalisation and two integrated components (personal services and non-
personal services). The personal services component funds priority services for national health insurance, 
which include: 

• Expanding access to school health services, focusing on optometry and audiology. 

• Contracting general practitioners based on a set annual amount per patient instead of fees per service 
provided. 

• Providing community mental health services, maternal care for high-risk pregnancies, screening and 
treatment for breast and cervical cancer, hip and knee arthroplasty, cataract surgeries and wheelchairs. 

Non-personal services will test, and scale up when ready, the technology platforms and information systems 
needed to ensure a successful transition to national health insurance. In 2020/21, this component will also 40 
pilot new initiatives to improve the quality of health in preparation for accreditation to deliver national health 
insurance services. The non-personal services component is allocated R2.2 billion over the medium term to 
continue funding initiatives to strengthen health information systems, clinics, and the dispensing and 
distribution of centralised chronic medicines. This indirect grant is allocated a total of R 7 .5 billion over the 
2020 MTEF period. The fiscal consolidation reductions to this grant are equivalent to 9.8 per cent of the 
grant's baseline in 2020/21, 4 per cent in 2021/22 and 4.7 per cent in 2022/23. 

In the 2019/20 adjustment budget, funds for contracting health professionals were shifted from the personal 
services component of the indirect grant to create a new direct national health insurance grant. The 
contracting of health professionals in former national health insurance pilot sites was previously 
administered at national level, but the contracting was being carried out at provincial level with the 50 
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requirement that provinces submit claims for the costs they incurred. Transferring these funds to provinces 
allows them to pay contractors directly. The contracting of health professionals will continue to be funded 
in the direct national health insurance grant over the MTEF period through an allocation ofR900 million. 

Human settlements grants 

The human settlements development grant seeks to establish habitable, stable and sustainable human 
settlements in which all citizens have access to social and economic amenities. Over the 2020 MTEF period, 
a total of R44 billion has been allocated to this grant. The fiscal consolidation reductions to this grant are 
equivalent to 13.1 per cent of the grant's baseline in 2020/21, 12.9 per cent in 2021/22 and 14.8 per cent in 
2022/23. 

This grant is allocated using a formula with three components: 

• The first component shares 70 per cent of the total allocation between provinces in proportion to their 
share of the total number of households living in inadequate housing. Data from the 2011 Census is used 
for the number of households in each province living in informal settlements, shacks in backyards and 
traditional dwellings. Not all traditional dwellings are inadequate, which is why information from 
the 2010 General Household Survey on the proportion of traditional dwellings with damaged roofs and 
walls per province is used to adjust these totals so that only dwellings providing inadequate shelter are 
counted in the formula. 

• The second component determines 20 per cent of the total allocation based on the share of poor 
households in each province. The number of households with an income of less than Rt 500 per month 

847 
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is used to determine 80 per cent of the component and the share of households with an income of between 20 
Rl 500 and R3 500 per month is used to determine the remaining 20 per cent. Data used in this 
component comes from the 2011 Census. 

• The third component, which determines 10 per cent of the total allocation, is shared in proportion to the 
number of people in each province, as measured in the 2011 Census. 

Table Wl.23 shows how the human settlements development grant formula calculates the shares for each 
province and the metropolitan municipalities within the provinces. Section 12(6) of the Division of Revenue 
Act requires provinces to gazette how much they will spend within each accredited municipality (including 
the amounts transferred to that municipality and the amounts spent by the province in that municipal area). 
Funds for mining towns and disaster recovery are allocated separately from the formula. 
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Table W1 .23 Human settlements development grant formula calculation 
Housing needs Poverty Population Grant formula 

Components component component component shares 

Weighted share of Share of poverty Share of Weighted share of 
Inadequate population grant formula 

Description housing 

Component weight 70.0% 20.0% 10.0% 

Eastern Cape 10.1% 13.7% 12.7% 11.1% 

Nelson Mandela Bay 1.6% 2.1% 2.2% 1.8% 

Buffalo City 2.2% 1.6% 1.5% 2.0% 

Other Eastern Cape municipalities 6.3% 10.0% 9.0% 7.3% 

Free State 5.9% 6.2% 5.3% 5.9% 

Mangaung 1.4% 1.5% 1.4% 1.5% 

Other Free State municipalities 4.4% 4.6% 3.9% 4.4% 

Gauteng 30.9% 22.6% 23.7% 28.5% 

Ekurhulenl 9.1% 6.2% 6.1% 8.2% 

City of Johannesburg 10.5% 8.1% 8.6% 9.8% 

City of Tshwane 6.8% 4.8% 5.6% 6.3% 

Other Gauteng municipalities 4.5% 3.5% 3.4% 4.2% 

KwaZulu-Natal 18.0% 18.9% 19.8% 18.3% 

eThekwini 7.0% 6.2% 6.6% 6.8% 

Other KwaZulu-Natal municipalities 11.0% 12.7% 13.2% 11.6% 

Limpopo 4.4% 11 .8% 10.4% 6.5% 

Mpumalanga 6.2% 7.9% 7.8% 6.7% 

Northern Cape 1.9% 2.1% 2.2% 2.0% 

North West 10.0% 7.8% 6.8% 9.2% 

Western Cape 12.7% 9.0% 11.2% 11.8% 

City of Cape Town 9.3% 5.6% 7.2% 8.3% 

Other Western Cape municipalities 3.4% 3.4% 4.0% 3.5% 

Total 100.0% 100.0% 100.0% 100.0% 

Source: 2011 Census and General Household Survey 

In 2019/20, the structure of the human settlements development grant was changed to intensify efforts to 
upgrade informal settlements in partnership with communities. To promote this objective, a new component 
was introduced with specific conditions relating to such upgrades. 

The new component amounts to 15 per cent of the fonnula-based grant allocation to each province. The 
funds ring-fenced for each province are a minimum expenditure requirement, allowing them to invest more 
if necessary. The component requires the use ofa partnership approach that promotes community ownership 
and participation in the upgrades. Provinces are required to work with municipalities to identify and prioritise 
infonnal settlements for upgrading and to submit a plan for each settlement to be upgraded, prepared in tenns 
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of the National Upgrading Support Programme's methodology. 40 

This component will remain in place in 2020/21, serving as a planning and preparatory platfonn for the 
introduction of a new informal settlements upgrading grant in 2021/22. The new grant will be created by 
reprioritising funds from the human settlements development grant. A similar approach is being taken in the 
urban settlements development grant, discussed in Part 5, with an infonnal settlements upgrading component 
and the intention to introduce a separate grant for metropolitan municipalities in the outer years of the MTEF 
period. 

A total ofR544 million is ring-fenced within the human settlements development grant in 2020/21 to upgrade 
human settlements in mining towns in six provinces. These allocations respond to areas with significant 
infonnal settlement challenges, with a high proportion of economic activity based on the natural resources 
sector. 
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The human settlements development grant previously had funds ring-fenced for the eradication of the 
pre-2014 title deeds registration backlog. Given the slow progress to date, along with the impairment it had 
on the functioning of the property market, the title deeds restoration grant was introduced to accelerate the 
backlog eradication process. The grant was introduced in 2018/19 and comes to an end in 2020/21. It has an 
allocation of R578 million in 2021/22, which has been indicatively incorporated back into the human 
settlements development grant baseline in that year. 

A provincial emergency housing grant was also introduced in 2018/19 to enable the department to rapidly 
respond to emergencies by providing temporary housing in line with the Emergency Housing Programme. 
However, the grant is limited to funding emergency housing following the immediate aftermath of a disaster, 
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and not the other emergency situations listed in the programme. In 2019/20, the grant's purpose was 1 O 
expanded to fund the repair of houses damaged in disasters, if those repairs are cheaper than the grant's 
funding of relocating households to temporary shelter. Over the 2020 MTEF period, a total ofR932 million 
has been allocated to this grant. 

Public works and infrastructure grants 

The expanded public works programme (EPWP) integrated grant for provinces incentivises provincial 
departments to use labour-intensive methods in infrastructure, environmental and other projects. Grant 
allocations are determined upfront based on the performance of provincial departments in meetingjob targets 
in the preceding financial year. The grant is allocated Rl.3 billion over the MTEF period. The fiscal 
consolidation reductions to this grant are equivalent to 9 per cent of the grant's baseline in 2020/21, 
10 per cent in 2021/22 and I 0.1 per cent in 2022/23. 20 

The social sector EPWP incentive grant for provinces rewards provinces for creating jobs in the preceding 
financial year in the areas of home-based care, early childhood development, adult literacy and numeracy, 
community safety and security, and sports programmes. The grant's allocation model incentivises provincial 
departments to participate in the EPWP and measures the performance of each province relative to its peers, 
providing additional incentives to those that perform well. The grant is allocated Rl.3 billion over the 
MTEF period. The fiscal consolidation reductions to this grant are equivalent to 9 per cent of the grant's 
baseline in 2020/21, 10 per cent in 2021/22 and 10.1 per cent in 2022/23. 

Social development grants 

The early childhood development grant supports government's prioritisation of early childhood 
development, as envisioned in the National Development Plan. The grant aims to improve poor children's 30 
access to early childhood programmes and ensure that early childhood centres have adequate infrastructure. 
The grant baseline totals R3.2 billion over the 2020 MTEF period, which includes an additional Rl .4 billion. 
For 2020/21, the additional allocations have been used to increase the per-child subsidy from R 15 per day 
to R17 per day in 2020/21. The subsidy is then projected to increase in line with inflation to R17.77 in 
2021/22 and Rl8.57 in 2022/23. 

The grant additions cover the cost of increasing the per-child subsidies funded from the provincial equitable 
share in 2020/21 as well as those funded directly from the grant. The additions also fund a small expansion 
in access to early childhood development services, which can be implemented by increasing the number of 
subsidies for centre-based early childhood development services or by providing subsidies for non-centre-
based early childhood development services. The allocation of funds in the maintenance component of the 40 
grant, for the two outer years of the 2020 MTEF period, will be informed by the outcomes of the 
infrastructure assessments that need to be conducted in each province. As a result, 80 per cent of the 
allocations in this component remain unallocated in these two outer years. 

Sports, arts and culture grants 

The community library services grant, administered by the Department of Sports, Arts and Culture, aims to 
help South Africans access information to improve their socio-economic situation. The grant is allocated to 
the relevant provincial department and administered by that department or through a service-level agreement 
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with municipalities. In collaboration with provincial departments of basic education, the grant also funds 
libraries that serve both schools and the general public. Funds from this grant may also be used to enable the 
shift of the libraries function between provinces and municipalities. The grant is allocated R4.7 billion over 
the next three years. The fiscal consolidation reductions to this grant are equivalent to 6.6 per cent of the 
grant's baseline in 2020/21, 5.7 per cent in 2021122 and 4.7 per cent in 2022/23. 

The mass participation and sport development grant aims to increase and sustain mass participation in sport 
and recreational activities in the provinces, with greater emphasis on provincial and district academies. Over 
the MTEF period, an amount of R90 million has been reprioritised within this grant to support the Netball 
World Cup, which will be hosted in the Western Cape in 2023. The grant is allocated Rl.9 billion over the 
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medium term. The fiscal consolidation reductions to this grant are equivalent to 8.8 per cent of the grant's 1 O 
baseline in 2020/21, 10 per cent in 2021/22 and 10.5 per cent in 2022/23. 

Transport grants 

The public transport operations grant subsidises commuter bus services. It helps ensure that provinces meet 
their contractual obligations and provide services. Most of the contracts subsidised through this grant 
continue to operate on long-standing routes that link dormitory towns and suburbs established under 
apartheid to places of work. The grant allows provinces to renegotiate contracts and routes, and/or to devolve 
the function and funding to municipalities. This provides an opportunity for routes to be restructured in line 
with new settlement patterns and to promote more integrated urban development patterns in future. The grant 
is allocated R2 l billion over the MTEF period. The fiscal consolidation reductions to this grant are 
equivalent to 4 per cent of the grant's baseline in 2022/23. 20 

The provincial roads maintenance grant is a supplementary grant that supports the cost of maintaining 
provincial roads. Provinces are expected to fund the construction of new roads from their own budgets and 
supplement the cost of maintaining and upgrading existing roads. Grant allocations are determined using a 
formula based on provincial road networks, road traffic and weather conditions. These factors reflect the 
varying costs of maintaining road networks in each province. The grant requires provinces to follow best 
practices for planning, and to use and regularly update road asset management systems. 

The incentive portion of the grant is meant to be based on performance indicators relating to traffic loads, 
safety engineering and visual condition indicators. However, the Department of Transport was unable to 
provide updated data on the incentive calculation in time to determine incentive allocations for 2020/2 l. As 
a result, the full grant is allocated through the formula described above. The Department of Transport and 30 
the National Treasury agree that the grant should be used to incentivise improved performance in provincial 
roads departments and will work together in 2020 to revise the incentive component in time to determine 
allocations from the Rl.6 billion unallocated incentive pool in 2021/22. The total allocation for the 
MTEF period is R36 billion. The fiscal consolidation reductions to this grant are equivalent to 8.3 per cent 
of the grant's baseline in 2021/22 and 9.1 per cent in 2022/23. This grant has been reduced by R500 million 
in 2020/21 and this amount has been set aside as a provisional allocation to fund disaster recovery projects 
during the same year. 

I Part 5: Local government fiscal framework and allocations 
This section outlines the transfers made to local government and how these funds are distributed between 
municipalities. Funds raised by national government are transferred to municipalities through conditional 40 
and unconditional grants. National transfers to municipalities are published to enable them to plan fully for 
their 2020/21 budgets, and to promote better accountability and transparency by ensuring that all national 
allocations are included in municipal budgets. 

Over the 2020 MTEF period, R426.4 billion will be transferred directly to local government and a further 
R23.4 billion has been allocated to indirect grants. Direct transfers to local government over the medium 
term account for 8.8 per cent of national government's non-interest expenditure. When indirect transfers are 
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Changes to local government allocations 

Over the next three years, above-inflation growth in allocations to the local government equitable share 
continues, while growth in conditional grants is slower as a result of reductions announced in the 
2019 MTBPS. As a result, total direct allocations to local government grow at an annual average rate of 
6.6 per cent over the MTEF period. 

The changes to each local government allocation are summarised in Table WI .25. 

Table W1 .25 Revisions to direct and indirect transfers to local government 

R million 

Technical adjustments 

Direct transfers 

Municipal infrastructure 
Urban settlements development 

Integrated urban development 

Neighbourhood development partnership 

Informal settlements upgrading partnership 

Indirect transfers 
Neighbourhood development partnership 

Regional bulk infrastructure 

Water services infrastructure 

Additions to baselines 

Indirect transfers 

Regional bulk infrastructure 
Reductions to baselines 

Direct transfers 

Local government equitable share 

Local government equitable share 

Conditional grants 

Municipal infrastructure 

Water services Infrastructure 

Urban settlements development 

Integrated national electrification programme 

Integrated urban development 

Public transport network 

Neighbourhood development partnership 

Integrated city development 

Rural roads asset management systems 

Informal settlements upgrading partnership 

Regional bulk Infrastructure 

Energy efficiency and demand-side management 

Local government financial management 

Expanded public works programme 

Infrastructure skills development 

Indirect transfers 
Integrated national electrification programme 

Total change to local government allocations 
Change to direct transfers 

Change to indirect transfers 

Net change to local government allocations 
Source: National Treasury 

36 

2020/21 

-330 

-206 

2 835 

56 

-30 

-2 985 

330 

30 

400 

-100 

250 

250 

250 

-5 083 

-5 022 

-1 000 

-1 000 

-4 022 

-783 

-426 

-1 270 

-119 

-47 

-1 049 

-65 

-10 

-12 

-174 

-22 

-17 

-23 

-5 

-61 

-61 

-5 352 
519 

-4 833 

2021/22 

-60 

-52 

52 

-60 

60 

60 

-7 823 

-6 996 

-1100 

-1 100 

-5 896 

-842 

-541 

-1 968 

-128 

-51 

-1 570 

-77 

-11 

-13 

-438 

-187 

-23 

-18 

-24 

-5 

-826 

-826 

-7 056 
-766 

-7 823 

2022/23 

-70 

-57 

57 

-70 

70 

70 

-8 262 

-7 982 

-1100 

-1 100 

-6 882 

-882 

-698 

-2 554 

-134 

-53 

-1 727 

-81 

-11 

-13 

-459 

-196 

-24 

-19 

-26 

-5 

-279 

-279 

-8 052 
-209 

-8 262 

2020 MTEF 
Total 

revisions 

-460 

-316 

2 835 

166 

-160 

-2 985 

460 

160 

400 

-100 

250 

250 

250 

-21168 

-20 001 

-3 200 

-3 200 

-16 801 

-2 506 

-1 665 

-5 793 

-380 

-151 

-4 347 

-224 

-31 

-38 

-898 

-558 

-68 

-53 

-73 

-15 

-1167 

-1167 

-20 461 
-457 

-20 918 
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Technical adjustments in Table W 1.25 summarise the shifting of funds between different local government 
allocations, but do not change the total amount allocated to local government. These changes to the grants 
include the shifting of: 

• R400 million in 2020/21 from the municipal infrastructure grant, the water services infrastructure grant 
and the urban settlements development grant to the indirect regional bulk infrastructure grant to assist 
in funding the rehabilitation of wastewater treatment infrastructure in the Vaal River System. 

• R 160 million from the direct neighbourhood development partnership grant to the indirect component of 
the grant over the MTEF period. 

• R3 billion that had been indicatively allocated to the new informal settlement upgrading partnership 
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grant in 2020/21. This amount is shifted back to the urban settlements development grant following the 10 
decision to extend the informal settlements window within this grant for another year. 

• R 166 million over the 2020 MTEF period from the municipal infrastructure grant to the integrated urban 
development grant for the entry of one additional municipality into the grant. 

In addition to funds shifted from other local government grants, R250 million has been added to the indirect 
regional bulk infrastructure grant in 2020/21 to assist with addressing pollution in the Vaal River System. 
These funds were reprioritised from allocations in other spheres of government. 

The local government equitable share is reduced by R3.2 billion over the 2020 MTEF period as part of the 
fiscal consolidation measures announced in the 2019 MTBPS. The reductions in 2020/21 and 2021/22 
eliminate the unallocated funds set aside in the equitable share to provide for possible higher increases in 
bulk costs. As a result, these reductions will not affect the indicative allocations for individual municipalities. 20 

Reductions to local government conditional grants, due to fiscal consolidation measures announced in the 
2019 MTBPS, were determined taking account of the factors described in Part 2 of this annexure. These 
reductions to direct conditional grants to local government total Rl6.8 billion over the 2020 MTEF period. 
Indirect grants to local government have been reduced by Rl.2 billion over the medium term, through a 
reduction to the indirect integrated national electrification programme grant. The details are discussed later 
under individual grants. 

The local government equitable share 

In terms of section 227 of the Constitution, local government is entitled to an equitable share of nationally 
raised revenue to enable it to provide basic services and perform its allocated functions. The local 
government equitable share is an unconditional transfer that supplements the revenue that municipalities can 30 
raise themselves (including revenue raised through property rates and service charges). The equitable share 
provides funding for municipalities to deliver free basic services to poor households and subsidises the cost 
of administration and other core services for those municipalities with the least potential to cover these costs 
from their own revenues. 

In the process of determining the baseline for the outer year (2022/23) of the 2020 MTEF period, the local 
government equitable share allocation has grown by 7.6 per cent, well above the standard 4.8 per cent 
baseline increase. The difference is equivalent to an amount of R2.2 billion in that year. This should cover 
the anticipated increase in the costs of providing free basic services to a growing number of households, and 
accounts for likely above-inflation increases in the costs of bulk water and electricity. It will also allow for 
above-inflation increases in allocations to poorer and rural municipalities through the redistributive 40 
components of the equitable share formula. 

Over the 2020 MTEF period, the local government equitable share, including the Regional Service 
Council/Joint Service Board (RSC/JSB) levies replacement grant and special support for councillor 
remuneration and ward committees grant, amounts to R243 billion (R74.7 billion in 2020/21, R81.l billion 
in 2021/22 and R87.2 billion in 2022/23). Due to previous increases, as well as the revised baseline for 
2022/23, the local government equitable share grows at an average annual rate of 8.1 per cent over the MTEF 
period. 
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Formula for allocating the local government equitable share 

The portion of national revenue allocated to local government through the equitable share is determined in 
the national budget process and endorsed by Cabinet (the vertical division). Local government's equitable 
share is divided among the country's 257 municipalities, using a formula to ensure objectivity (the horizontal 
division). The principles and objectives of the formula are set out in detail in the Explanatory Memorandum 
to the 2013 Division of Revenue. 

Structure of the local government equitable share formula 

The formula uses demographic and other data to determine each municipality's portion of the local 
government equitable share. It has three parts, made up of five components: 
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• The first part of the formula consists of the basic services component, which provides for the cost of free 1 O 
basic services for poor households. 

• The second part enables municipalities with limited resources to afford basic administrative and 
governance capacity, and perform core municipal functions. It does this through three components: 

The institutional component provides a subsidy for basic municipal administrative costs. 

The community services component provides funds for other core municipal services not included 
under basic services. 

The revenue adjustment factor ensures that funds from this part of the formula are only provided to 
municipalities with limited potential to raise their own revenue. Municipalities that are least able to 
fund these costs from their own revenues should receive the most funding. 

• The third part of the formula provides predictability and stability through the correction and stabilisation 20 
factor, which ensures that all of the formula's guarantees can be met. 

Each of these components is described in detail in the sub-sections that follow. 

Structure of the local government equitable share formula 

LGES =BS + (I+ CS)xRA :t C 
where 

LGES is the local government equitable share 

BS is the basic services component 
I is the institutional component 

CS is the community services component 

RA is the revenue adjustment factor 

C is the correction and stabilisation factor 

The basic seNices component 

This component helps municipalities provide free basic water, sanitation, electricity and refuse removal 
services to households that fall below an affordability threshold. Following municipal consultation, the 
formula's affordability measure (used to determine how many households need free basic services) is based 
on the level of two state old age pensions. When the 2011 Census was conducted, the state old age pension 
was worth Rl 140 per month, which means that two pensions were worth R2 280 per month. A monthly 
household income ofR2 300 per month in 2011 has therefore been used to define the formula's affordability 
threshold. Statistics South Africa has calculated that 59 per cent of all households in South Africa fall below 
this income threshold. However, the proportion in each municipality varies widely. In 2020 terms, this 

30 

monthly income is equivalent to about R3 700 per month. This threshold is not an official poverty line or a 40 
required level to be used by municipalities in their own indigence policies. If municipalities choose to 
provide fewer households with free basic services than they are funded for through the local government 
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equitable share, then their budget documentation should clearly set out why they have made this choice and 
how they have consulted with their community during the budget process. 

The number of households per municipality, and the number below the poverty threshold, is updated 
annually. The number of households per municipality used to calculate indicative allocations for the outer 
years of the MTEF period is updated based on the growth experienced between the 200 l Census and the 
2016 Community Survey. Provincial growth rates are then rebalanced to match the average annual provincial 
growth reported between 2002 and 2018 in the annual General Household Survey. Statistics South Africa 
has advised the National Treasury that, in the absence of official municipal household estimates, this is a 
credible method of estimating the household numbers per municipality needed for the formula. Statistics 
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South Africa is researching methods for producing municipal-level data estimates, which may be used to 1 O 
inform equitable share allocations in future. 

The proportion of households below the affordability threshold in each municipality is still based on 
2011 Census data. This is because the 2016 Community Survey did not publish data on household income. 
The total number of households in each municipality is adjusted every year to account for growth. Although 
the share of households subsidised for free basic services through the formula remains constant, the number 
of households subsidised increases annually in line with estimated household growth. 

The basic services subsidy is typically allocated to l 00 per cent of households that fall below the poverty 
threshold. This is the case in 2020/21 and 2021/22. In 2022/23, the subsidy is allocated to 99.4 per cent of 
households below the poverty threshold to ensure that the effect of the reduction in that year is spread across 
all the components of the formula. The number of households that receive free basic services should not be 20 
affected because municipalities have not yet extended the provision of free basic services to reach all poor 
households. The basic services subsidy will fund: 

• l 0.4 million households in 2020/21. 

• 10.6 million households in 2021/22. 

• 10.8 million households in 2022/23. 

The basic services component provides a subsidy of R435 .04 per month in 2020/21 for the cost of providing 
basic services to each of these households. The subsidy includes funding for the provision of free basic water 
(six kilolitres per poor household per month), energy (50 kilowatt-hours per month) and sanitation and 
refuse removal (based on service levels defined by national policy). The monthly amount provided for each 
service is detailed in Table W 1.26 and includes an allocation of l 0 per cent for service maintenance costs. 30 

Table W1 .26 Amounts per basic service allocated through the local 

government equitable share, 2020/21 
Allocation per household below affordability 

threshold (R per month) 

Operations Maintenance Total 

Energy 84.30 9.37 93.66 

Water 130.38 14.49 144.86 

Sanitation 96.21 10.69 106.90 

Refuse removal 80.65 8.96 89.61 

Total basic services 391.53 43.50 435.04 
Source: National Treasury 

Total allocation 
per service 
(Rmillion) 

11 645 

18 011 

13 290 

11141 

54 087 

The formula uses the fairest estimates of the average costs of providing each service that could be derived 
from available information. More details of how the costs were estimated can be found in the discussion 
paper on the proposed structure of the new local government equitable share formula, available on the 
National Treasury website. The per-household allocation for each of the basic services in Table Wl.26 is 
updated annually based on the following factors . 

The electricity cost estimate is made up of bulk and other costs. Bulk costs are updated based on the bulk 
price determination approved by the National Energy Regulator of South Africa. In March 2019, the 
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regulator approved tariff increases of 9.4 per cent in 2019/20, 8.1 per cent in 2020/21 and 5.2 per cent in 
2021/22. However, Eskom submitted an application to the court to increase the bulk tariffs. While the court 
has found merit in Eskom's case, it has ruled that the matter is not urgent. The court will only rule on the 
merits of the case after the 2020 Budget has been tabled. Due to uncertainty about the exact tariffs for the 
municipal financial years (which are different to those for national financial years) and the pending court 
decision, the equitable share formula continues to use the 8 per cent bulk tariff increase in 2020/21 and 
2021/22 that was used when the baselines for these years were calculated in the 2018 and 2019 MTEF 
periods. The electricity cost estimate for 2022/23 is calculated using an electricity price bulk increase of 
8.9 per cent, which is the average annual tariff increase for the National Energy Regulator of South Africa's 
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multi-year price determination period of 1 April 2019 to 31 March 2022. Other (non-bulk) electricity costs 1 O 
are updated based on the National Treasury's inflation projections in the 2019 MTBPS. 

The water cost estimate is also made up of bulk and other costs. Bulk costs are updated based on the average 
increase in bulk tariffs charged by water boards (although not all municipalities purchase bulk water from 
water boards, their price increases serve as a proxy for the cost increases for all municipalities). The average 
tariff increases for bulk water from water boards in 2019/20 was 10.4 per cent. Other costs are updated based 
on the National Treasury's inflation projections in the 2019 MTBPS. 

The costs for sanitation and refuse removal are updated based on the National Treasury's inflation 
projections in the 2019 MTBPS. 

The basic services component allocation to each municipality is calculated by multiplying the monthly 
subsidy per household by the updated number of households below the affordability threshold in each 20 
municipal area. 

The basic services component 

BS = basic services subsidy x number of poor households 

Funding for each basic service is allocated to the municipality (metro, district or local) that is authorised to 
provide that service. If another municipality provides a service on behalf of the authorised municipality, it 
must transfer funds to the provider in terms of section 29 of the Division of Revenue Act. The basic services 
component is worth R54. l billion in 2020/21 and accounts for 79.5 per cent of the value of the local 
government equitable share formula allocation. 

The institutional component 

To provide basic services to households, municipalities need to be able to run a basic administration. Most 30 
municipalities should be able to fund the majority of their administration costs with their own revenue. But, 
because poor households are not able to contribute in full, the equitable share includes an institutional support 
component to help meet some of these costs. To ensure that this component supports municipalities with 
limited revenue-raising abilities, a revenue adjustment factor is applied so that municipalities with less 
potential to raise their own revenue receive a larger proportion of the allocation. The revenue adjustment 
factor is described in more detail later in this annexure. 

In 2020/21, this component consists ofa base allocation ofR7.4 million, which goes to every municipality, 
and an additional amount that is based on the number of council seats in each municipality. This reflects the 
relative size of a municipality's administration and is not intended to fund the costs of councillors only (the 
Minister of Cooperative Governance and Traditional Affairs determines the number of seats recognised for 40 
the formula). The base allocation acknowledges that there are some fixed costs that all municipalities face. 
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The institutional component 

I = base a/location + {a/location per councillor x number of council seats] 

The institutional component accounts for 8.2 per cent of the equitable share formula and is worth R5.6 billion 
in 2020/21. This component is also complemented by special support for councillor remuneration in poor 
municipalities, which is not part of the equitable share formula. 

The community services component 

This component funds services that benefit communities rather than individual households (which are 
provided for in the basic services component). It includes funding for municipal health services, fire services, 
municipal roads, cemeteries, planning, storm water management, street lighting and parks. To ensure this 
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component assists municipalities with limited revenue-raising abilities, a revenue adjustment factor is 1 O 
applied so that these municipalities receive a larger proportion of the allocation. 

The allocation for this component is split between district and local municipalities, which both provide 
community services. In 2020/21, the allocation to district and metropolitan municipalities for municipal 
health and other services is Rl0.39 per household per month. The component's remaining funds are 
allocated to local and metropolitan municipalities based on the number of households in each municipality. 

The community services component 
CS =[municipal health and related services allocation x number of households] +[other services allocation x 

number of households] 

The community services component accounts for 12.3 per cent of the equitable share formula and is worth 
R8.4 billion in 2020/21. 20 

The revenue adjustment factor 

The Constitution gives local government substantial revenue-raising powers (particularly through property 
rates and surcharges on services). Municipalities are expected to fund most of their own administrative costs 
and cross-subsidise some services for indigent residents. Given the varied levels of poverty across South 
Africa, the formula does not expect all municipalities to be able to generate similar amounts of own revenue. 
A revenue adjustment factor is applied to the institutional and community services components of the 
formula to ensure that the funds assist municipalities that are least likely to be able to fund these functions 
from their own revenue. 

To account for the varying fiscal capacities of municipalities, this component is based on a per capita index 
using the following factors from the 2011 Census: 30 

• Total income of all individuals/households in a municipality (as a measure of economic activity and 
earning). 

• Reported property values. 

• Number of households on traditional land. 

• Unemployment rate. 

• Proportion of poor households as a percentage of the total number of households in the municipality. 

Based on this index, municipalities were ranked according to their per capita revenue-raising potential. The 
top 10 per cent of municipalities have a revenue adjustment factor of zero, which means that they do not 
receive an allocation from the institutional and community services components. The 25 per cent of 
municipalities with the lowest scores have a revenue adjustment factor of 100 per cent, which means that 40 
they receive their full allocation from the institutional and community services components. Municipalities 
between the bottom 25 per cent and top 10 per cent have a revenue adjustment factor applied on a sliding 
scale, so that those with higher per capita revenue-raising potential receive a lower revenue adjustment factor 
and those with less potential have a larger revenue adjustment factor. 
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The revenue adjustment factor is not based on the actual revenues municipalities collect, which ensures that 
this component does not create a perverse incentive for municipalities to under-collect revenue to receive a 
higher equitable share. 

Because district municipalities do not collect revenue from property rates, the revenue adjustment factor 
applied to these municipalities is based on the RSCIJSB levies replacement grant allocations. This grant 
replaces a source of own revenue previously collected by district municipalities and it is still treated as an 
own revenue source in many respects. Similar to the revenue adjustment factor for local and metropolitan 
municipalities, the factor applied to district municipalities is based on their per capita RSCIJSB levies 
replacement grant allocations. District municipalities are given revenue adjustment factors on a sliding scale 
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- those with a higher per capita RSC/JSB levies replacement grant allocation receive a lower revenue 10 
adjustment factor, while those with lower allocations have a higher revenue adjustment factor. 

Correction and stabilisation factor 

Providing municipalities with predictable and stable equitable share allocations is one of the principles of 
the equitable share formula. Indicative allocations are published for the second and third years of the MTEF 
period to ensure predictability. To provide stability for municipal planning, while giving national 
government flexibility to account for overall budget constraints and amend the formula, municipalities are 
guaranteed to receive at least 90 per cent of the indicative allocation for the middle year of the MTEF period. 

Ensuring the formula balances 

The formula is structured so that all of the available funds are allocated. The basic services component is 
determined by the number of poor households per municipality and the estimated cost of free basic services, 20 
so it cannot be manipulated. This means that balancing the formula to the available resources must take place 
in the second part of the formula, which includes the institutional and community services components. The 
formula automatically determines the value of the allocation per council seat in the institutional component 
and the allocation per household for other services in the community services component to ensure that it 
balances. Increases in the cost of providing basic services can result in lower institutional and community 
services allocations. 

Details of new allocations 

In addition to the three-year formula allocations published in the Division of Revenue Bill, a copy of the 
formula, including the data used for each municipality and each component, is 
published online (http://mfma.treasury.gov.za/Media_Releases/LGESDiscussions/Pages/default.aspx). 30 

Other unconditional allocations 

RSC/JSB levies replacement grant 

Before 2006, district municipalities raised levies on local businesses through a Regional Services Council 
(RSC) or Joint Services Board (JSB) levy. This source ofrevenue was replaced in 2006/07 with the RSCIJSB 
levies replacement grant, which was allocated to all district and metropolitan municipalities based on the 
amounts they had previously collected through the levies. The RSCIJSB levies replacement grant for 
metropolitan municipalities has since been replaced by the sharing of the general fuel levy. The RSCIJSB 
levies replacement grant's value increases every year. 

In 2020/21, the grant increases by 7.2 per cent for district municipalities authorised for water and sanitation 
and 2.4 per cent for unauthorised district municipalities. The different rates recognise the various service- 40 
delivery responsibilities of these district municipalities. 

Special support for councillor remuneration and ward committees 

Councillors' salaries are subsidised in poor municipalities. The total value of the support provided in 2020/21 
is R969 million, calculated separately to the local government equitable share and in addition to the funding 
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for governance costs provided in the institutional component. The level of support for each municipality is 
allocated based on a system gazetted by the Minister of Cooperative Governance and Traditional Affairs, 
which classifies municipal councils into six grades based on their total income and population size. Special 
support is provided to the lowest three grades of municipal councils (the smallest and poorest municipalities). 

The Minister of Cooperative Governance and Traditional Affairs last gazetted a notice on the determination 
of upper limits of salaries in December 2018. This is due to an ongoing review of wages which has resulted 
in a wage freeze for 2020/21. Using this last notice for maximum remuneration for part-time councillors, 
cost savings ofR46 million are realised in 2020/21, with savings of R55 million carried through in 2021/22 
and R63 million in 2022/23. A total of Rl64 million over the 2020 MTEF period is therefore shifted from 
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support for councillor remuneration and ward committees to the local government equitable share formula. 10 

A subsidy of 90 per cent of the gazetted maximum remuneration for a part-time councillor is provided for 
every councillor in grade 1 municipalities, 80 per cent for grade 2 municipalities and 70 per cent for grade 3 
municipalities. In addition to this support for councillor remuneration, each local municipality in 
grades 1 to 3 receives an allocation to provide stipends of R500 per month to 10 members of each ward 
committee in their municipality. Each municipality's allocation for this special support is published in the 
Division of Revenue Bill appendices. 

Conditional grants to local government 

National government allocates funds to local government through a variety of conditional grants. These 
grants fall into two main groups: infrastructure and capacity building. The total value of conditional grants 
directly transferred to local government increases from R43.8 billion in 2020/21 to R46.2 billion in 2021/22 20 
and R48. l billion in 2022/23. 

There are four types of local government conditional grants: 

• Schedule 4, part B sets out general grants that supplement various programmes partly funded by 
municipalities. 

• Schedule 5, part B grants fund specific responsibilities and programmes implemented by municipalities. 

• Schedule 6, part B grants provide in-kind allocations through which a national department implements 
projects in municipalities. 

• Schedule 7, part B grants provide for the swift allocation and transfer of funds to a municipality to help 
it deal with a disaster or housing emergency. 

Infrastructure conditional grants to local government 

National transfers for infrastructure, including indirect or in-kind allocations to entities executing specific 
projects in municipalities, amount to R155 billion over the 2020 MTEF period. 
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Table W1 .27 Infrastructure grants to local government 
2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022123 

Outcome Adjusted Medium-term estimates 
R million budget 
Direct transfers 39 259 41 888 43 862 43172 41 860 44130 45 998 

Municipal infrastructure 14 914 15 891 15 288 14 816 14 671 15 937 16 852 

Integrated urban development - - - 857 948 1 015 1 075 

Urban settlements development 10 839 11 382 11 306 12 045 11 282 7 405 7 352 

Informal settlements upgrading - - - - - 3 945 4 181 
partnership 

Integrated city development 267 292 294 310 317 341 361 

Public transport network 5 593 6107 6 287 6468 6446 6 797 7 119 

Neighbourhood development 592 658 569 602 559 567 593 
partnership 

Integrated national electrification 1 946 2 087 1 904 1 863 1 859 2 003 2 119 
programme 

Rural roads asset management 102 107 108 114 108 114 121 
systems 

Regional bulk infrastructure 1 850 1 829 1 963 2 066 2 006 2 156 2 281 

Water services infrastructure 2 831 3 305 4 777 3 669 3 445 3620 3 701 
Municipal disaster recovery 140 26 1 151 133 - - -
Energy efficiency and demand-side 186 203 215 227 218 230 243 
management 

Indirect transfers 8 093 7 699 7 699 6 913 7 500 7 093 8 020 
Integrated national electrification 3 526 3 846 3 846 3124 3 001 2 994 3 688 
programme 

Neighbourhood development 15 28 28 50 63 95 106 
partnership 

Water services infrastructure 298 852 852 644 579 730 771 

Regional bulk infrastructure 3422 2 974 2 974 3 094 3 857 3 275 3 455 

Bucket eradication 831 - - - - - -
Total 47 352 49 588 51 561 50 085 49 360 51 224 54 018 

Source: National Treasury 

Municipal infrastructure grant 

The largest infrastructure transfer to municipalities is made through the municipal infrastructure grant, 
which supports government's aim to expand service delivery and alleviate poverty. The grant funds the 
provision of infrastructure for basic services, roads and social infrastructure for poor households in all non
metropolitan municipalities. The grant's baseline is reduced by R783 million in 2020/21, R842 million in 
2021/22 and R882 million in 2022/23. The fiscal consolidation reductions to this grant are equivalent to 
5 per cent of the grant's baseline in 2020/21, 5 per cent in 2021/22 and 5 per cent in 2022/23. These 
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reductions do not include an amount of R 166 million shifted to the integrated urban development grant over 40 
the 2020 MTEF period, following approval for Steve Tshwete Local Municipality to participate in the 
programme from 2020/21. In 2020/21, R 150 million is reprioritised from this grant to the indirect regional 
bulk infrastructure grant for the Vaal River system intervention. The total allocations for this grant amount 
to R47.5 billion over the 2020 MTEF period and grow at an average annual rate of 4.3 per cent. 

The municipal infrastructure grant is allocated through a formula with a vertical and horizontal division. 
The vertical division allocates resources between sectors and the horizontal division takes account of 
poverty, backlogs and municipal powers and functions in allocating funds to municipalities. The five main 
components of the formula are described in the box below. 
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Municipal infrastructure grant= C + B + P + E + N 
C Constant to ensure a minimum allocation for small municipalities (this allocation is made to all municipalities) 

B Basic residential infrastructure (proportional allocations for water supply and sanitation, roads and other 
services such as street lighting and solid waste removal) 

P Public municipal service infrastructure (including sport infrastructure) 

E Allocation for social institutions and micro-enterprise infrastructure 
N Allocation to the 27 priority districts identified by government 

Allocations for the water and sanitation sub-components of the basic services component are based on the 
proportion of the national backlog for that service in each municipality. Other components are based on the 

861 

proportion of the country's poor households located in each municipality. The formula considers poor 10 
households without access to services that meet sector standards to be a backlog. 

Data used in the municipal infrastructure grant formula 

Component Indicator used in Data used (all data is from the 2011 Census) 
the formula 

B Number of water Number of poor households1 that do not have adequate access to 
backlogs water (adequate access defined as piped water either inside their 

dwelling , in the yard or within 200 metres of their dwelling) 

Number of Number of poor households that do not have adequate access to 
sanitation backlogs sanitation (adequate access defined as having a flush toilet, chemical 

toilet, pit toilet with ventilation or ecological toilet) 

Number of roads Number of poor households 
backlogs 

Number of other . Number of poor households that do not have access to refuse disposal 
backlogs at Reconstruction and Development Programme levels of service 

p Number of poor Number of poor households 
households 

E Number of poor Number of poor households 
households 

N Number of Allocated to the 27 priority districts identified by Cabinet as having 
households in large backlogs. Allocation is based on total households (not poor 
nodal areas households) 

1. Poor household defined as a monthly household income of less than R2 300 per month in 2011 Census data 

Table WI .28 sets out the proportion of the grant accounted for by each component of the formula. 

The constant component provides a R5 million base to all municipalities receiving municipal infrastructure 
grant allocations. 
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Table W1.28 Municipal infrastructure grant allocations per sector 
Municipal infrastructure Component Value of Proportion of 
grant (formula) weights component municipal 

2020/21 infrastructure 
(R million) grant per 

sector 

B-component 75.0% 9 966 67.9% 

Water and sanitation 72.0% 7 176 48.9% 

Roads 23.0% 2292 15.6% 

Other 5.0% 498 3.4% 

P-component 15.0% 1 993 13.6% 

Sports 33.0% 658 4.5% 

E-component 5.0o/o 664 4.5% 

N-component 5.0% 664 4.5% 

Constant 1130 7.7% 

Ring-fenced funding for sport 253 1.7% 
infrastructure 

Total 14 671 100.0o/o 
Source: Nat1onal Treasury 
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The municipal infrastructure grant includes an amount allocated outside of the grant formula and earmarked 20 
for specific sport infrastructure projects identified by the Department of Sports, Arts and Culture. These 
earmarked funds amount to R759 million over the MTEF period (R253 million in each year of the 
2020 MTEF period). In addition, municipalities are required to spend a third of the P-component (equivalent 
to 4.5 per cent of the grant) on sport and recreation infrastructure identified in their own integrated 
development plans. Municipalities are also encouraged to increase their investment in other community 
infrastructure, including cemeteries, community centres, taxi ranks and marketplaces. 

Integrated urban development grant 

The integrated urban development grant is allocated to selected urban local municipalities in place of the 
municipal infrastructure grant. The grant recognises that municipalities differ in terms of their context and 
introduces a differentiated approach to encourage integrated development in cities. It is intended to: 30 

• Support spatially aligned public infrastructure investment that will lead to functional and efficient urban 
spaces. 

• Enable and incentivise municipalities to invest more non-grant funding in infrastructure projects in 
intermediate cities. 

The grant extends some of the fiscal reforms already implemented in metropolitan municipalities to non
metropolitan cities and is administered by the Department of Cooperative Governance. 

Municipalities must meet certain criteria and apply to receive the integrated urban development grant instead 
of the municipal infrastructure grant in terms of a process set out in section 27(5) of the Division of Revenue 
Act. The qualification criteria cover the following areas: 

• Management stability (low vacancy rates among senior management). 
• Audit findings. 

• Unauthorised, irregular, fruitless and wasteful expenditure. 

• Capital expenditure. 
• Reporting in terms of the Municipal Finance Management Act. 

To remain in the grant, cities must continue to meet or exceed the entry criteria. If they do not do so, they 
will be placed on a performance improvement plan. If they still do not meet the criteria in the subsequent 
year, they will shift back to receiving grant transfers through the municipal infrastructure grant, which 
comes with closer oversight and support from national and provincial departments. The base allocations a 
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municipality receives through the municipal infrastructure grant and the integrated urban development 
grant will be the same and are determined in terms of the municipal infrastructure grant formula described 
above. 

In addition to the basic formula-based allocation, municipalities participating in the integrated urban 
development grant are also eligible to receive a performance-based incentive component, which is based on 
performance against the weighted indicators set out below. 

Performance-based component weighted indicators for integrated urban development grant 

Indicator Purpose Weight Scores 

1. Non-grant capital as a Encourages cities to increase 40% 1 if 70% or higher 
percentage of total capital their capital investment funded 

0 if 30% or lower expenditure through own revenue and 
borrowing Linear scale in between 

2. Repairs and maintenance Rewards cities that take good 30% 1 if 8% or higher 
expenditure as percentage care of their existing asset base 

of operating expenditure 

3. Asset management plan Must have a plan in place, has 30% 1 if yes for all three 
been approved by municipal 

0 if no for any of the three council and updated in the last 
three years 

4. Land-use applications in Due to the lack of available data, 0% 1 if 50% or higher 
priority areas these indicators, which are 

intended to reward spatial 0 if 10% or lower 
5. Building plan applications in targeting of investment, remain Linear scale in between 

L 
priority areas dormant in 2020/21 

The allocations for the integrated urban development grant are R948 million in 2020/21, R 1 billion in 
2021/22 and Rl.l billion in 2022/23. These allocations include additions of R56 million in 2020/21 , 
R52 million in 2021122 and R57 million in 2022/23, following the addition of Steve Tshwete Local 
Municipality to the pool of municipalities participating in the grant. The allocations for 2020/21 include 
Rl5 million in funds ring-fenced for sports infrastructure projects. These funds were shifted from the 
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municipal infrastructure grant. The fiscal consolidation reductions to this grant are equivalent to 5 per cent 30 
of the grant's baseline in 2020/21, 5 per cent in 2021/22 and 5 per cent in 2022/23. 
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Table W1.29 Formula for Integrated urban development grant incentive component 
Plannlng Perfomance Incentive Total for 
allocation Non-grant Mainten· Asset Land use Weighted Total incentive 

(R 000) capital as ance manage· and score incentive and 

percent· spend ment building (R 000) planning 

age of plan plans in (R 000) 
total priority 

capital areas 
spend 

uMhlathuze 3 183 80% 7% No - 65% 52 680 55 863 

Drakenstein 1 048 76% 5% Yes - 85% 22 678 23 725 

Mogale City 3488 14% 2% No - 0% - 3488 

Polokwane 10 222 21% 2% No - 0% - 10 222 

Ray Nkonyeni 1 834 22% 3% No - 5% 2 335 4170 

Sol Plaatje 1484 15% 2% No - 0% - 1 484 

Stellenbosch 1 067 79% 1% No - 40% 10 865 11 932 

Steve Tshwete 1 782 74% 1% Yes - 70% 31 761 33 543 

Total 24108 120 319 144 428 
Source: Department of Cooperative Governance 
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Urban settlements development grant 20 

The urban settlements development grant is an integrated source of funding for infrastructure for municipal 
services and upgrades to urban informal settlements in the eight metropolitan municipalities. It is allocated 
as a supplementary grant to cities (schedule 4, part B of the Division of Revenue Act), which means that 
municipalities are expected to use a combination of grant funds and their own revenue to develop urban 
infrastructure and integrated human settlements. Cities report their progress on these projects against the 
targets set in their service-delivery and budget implementation plans. Since 2019/20, cities have been 
required to report in line with the requirements of the Municipal Finance Management Act Circular 88. This 
is the result of a process led by the National Treasury to rationalise and streamline built environment 
reporting for the eight metropolitan municipalities. Cities report on one agreed set of indicators used by 
multiple stakeholders to monitor progress on the integrated and functional outcomes, rather than reporting 30 
separately to each department. These reforms will progressively be extended to non-metropolitan 
municipalities over the medium term. 

As discussed under the human settlements development grant in Part 4, a new component was introduced in 
2019/20 for the upgrading of informal settlements. It sets a minimum amount each city must spend on 
informal settlement upgrades and requires cities to work in partnership with communities. The component 
has been extended for one more year, to 2020/21, and amounts to 20 per cent of the urban settlements 
development grant. The extension of this component serves as a planning and preparatory platform for a new 
informal settlements upgrading partnership grant, planned for 2021/22. Provided the component is a 
success, the new grant will be created through the reprioritisation of funds from the urban settlements 
development grant. Initial amounts of R3.9 billion in 2021/22 and R4.2 billion in 2022/23 have been set 40 
aside for this new grant in the outer years of the MTEF period. Further details on the new grant are discussed 
in Part 6. 

The urban settlements development grant, including allocations for the new informal settlements upgrading 
partnership grant, is allocated R34.2 billion over the medium term. The allocation per municipality is based 
on the municipal infrastructure grant formula. Up to 3 per cent of the grant may be used to fund municipal 
capacity in the built environment in line with the Department of Human Settlements' capacity-building 
guideline. Because this grant has been previously reduced by a smaller proportion than the municipal 
infrastructure grant, the urban settlements development grant is reduced by R l.3 bill ion in 2020/2 l, 
R2 billion in 2021/22 and R2.7 billion in 2022/23 in order to fund other government priorities. The fiscal 
consolidation reductions to the urban settlements development grant are equivalent to 13. l per cent of the 50 
grant's baseline in 2020/21, 21 per cent in 2021/22 and 25.8 per cent in 2022/23. Reductions to the informal 
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settlement upgrading partnership grant are equivalent to 10 per cent of the grant's baseline in 2021/22, and 
9.9 per cent in 2022/23. In 2020/21 RISO million is reprioritised from the urban settlements development 
grant to the indirect regional bulk infrastructure grant for the Vaal River system intervention. 

Integrated city development grant 

The 2019 MTBPS announced that, subject to certain conditions, programme and project preparation funding 
would be provided to metros through the grant system. Following consultations with cities, including through 
the City Budget Forum and a workshop, it has been agreed that cities will be able to use at least half of their 
integrated city development grant allocations for programme and project preparation activities in 2020/21. 
The remaining allocations from this grant can be used to complete planned investments funded from the 
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grant, so that the full grant amount can be allocated to programme and project preparation activities from 10 
2021/22. 

In order to be eligible to use these funds for project preparation costs, metros will need to: 

• Submit a letter to the National Treasury indicating their commitment to establishing and institutionalising 
an effective system of programme and project preparation. 

• Prove they have not had an adverse or disclaimed audit opinion in the last two financial years. 

• Have formally adopted council resolutions on adopting the Cities Infrastructure Delivery and 
Management Systems guidelines, establishing a programme and project approval committee, and 
committing to co-financing contributions and budget management arrangements. 

Total allocations over the 2020 MTEF period amount to Rl billion and grow at an average annual rate of 
5.2 per cent. The fiscal consolidation reductions to this grant are equivalent to 3 per cent of the grant's 20 
baseline in 2020/21, 3 per cent in 2021/22 and 3 per cent in 2022/23. 

Public transport network grant 

The public transport network grant, administered by the Department of Transport, helps cities create or 
improve public transport systems in line with the National Land Transport Act (2009) and the Public 
Transport Strategy. This includes all integrated public transport network infrastructure, such as bus rapid 
transit systems, conventional bus services, and pedestrian and cycling infrastructure. The grant also 
subsidises the operation of these services. It is allocated R20.4 billion over the medium term. The grant has 
been reduced by Rl billion in 2020/21, Rl.6 billion in 2021/22 and Rl.7 billion in 2022/23. These fiscal 
consolidation reductions to this grant are equivalent to 14 per cent of the grant's baseline in 2020/21, 
18.8 per cent in 2021/22 and 19.5 per cent in 2022/23. 30 

Of the 13 cities that have been receiving the grant, three have been in the planning phase since the 
introduction of the grant in the 2006 MTEF period. These three cities have been suspended from the grant 
for the 2020 MTEF period, but this should have a minimal impact on service delivery because the cities were 
not transporting any passengers through this grant. The suspended cities are Buffalo City, Mbombela and 
Msunduzi. 

Despite support provided by the national Department of Transport, the cities of Cape Town, Johannesburg 
and eThekwini have not been able to scale up rollout to levels that justify their baseline allocations. As a 
result, the department proposed reductions to their allocations, based on performance and the ability of the 
cities to cover the shortfall from own revenue. 

The allocations for this grant are determined through a formula, which determines 95 per cent of the 40 
allocations, and a performance-based incentive component introduced in 2019/20, which accounts for the 
remaining 5 per cent. The formula increases certainty about the extent of national funding that municipalities 
can expect when planning their public transport networks, and encourages cities to make more sustainable 
public transport investments. 
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To qualify for an allocation from the performance incentive, a city must have an operational municipal public 
transport system approved by the national Department of Transport and it must have spent more than 80 per 
cent of its grant allocation in the previous financial year. Incentive allocations are then calculated based on 
the coverage of costs from fares, passenger trips and the city's own financial commitment to the system. 
Cities must exceed the minimum threshold in at least one of these three indicators. The calculation of the 
performance incentive allocations for 2020/21 is set out in Table W 1.30 below. The raw scores for the cities 
are weighted using the sum of the base and formula components to account for the size of the city. 

Table W1.30 Public transport network grant incentive 
Oper· Grant Eligible Coverage Average City's Raw Incentive 
atlonal spent In for of direct weekday contrl· scores for allocation 
public 2018/19 Incentive costs passenger butlon Incentive for 

transport from trips(% of (% of 2020121 
system fare box population) property (R 000) 

rates) 

Minimum threshold Yes 80% 35.0% 1.00% 2% 

Buffalo City No 99% No 0.0% 0.00% 0.0% - -
City of Cape Town Yes 89% Yes 41.6% 1.61% 6.3% 0.466 201 785 

City of Johannesburg Yes 86% Yes 35.2% 1.13% 3.9% 0.063 37 062 

City of Tstrwane Yes 100% Yes 29.9% 0.15% 1.6% - -
Ekurhuleni Yes 76% No 0.0% 0.00% 0.0% - -
eThekwini No 63% No 0.0% 0.00% 0.0% - -
George Yes 99% Yes 34.3% 6.20% 8.9% 0.461 29 513 

Mangaung No 75% No 0.0% 0.00% 0.0% - -
Mbombela No 100% No 0.0% 0.00% 0.0% - -
Msunduzi No 100% No 0.0% 0.00% 0.0% - -
Nelson Mandela Bay Yes 94% Yes 27.5% 0.80% 2.4% 0.010 1 683 

Polokwane No 69% No 0.0% 0.00% 0.0% - -
Rustenburg No 79% No 0.0% 0.00% 0.0% - -

Total 1.000 270 043 
Source: National Treasury 

In the formula for the grant, a base component accounts for 20 per cent of total allocations and is divided 
equally among all participating cities - this ensures that smaller cities in particular have a significant base 
allocation to run their transport system regardless of their size. The bulk of the formula (75 per cent) is 
allocated based on three demand-driven factors, which account for the number of people in a city, the number 
of public transport users in a city (the weighting of train commuters is reduced as trains are subsidised 
separately through the Passenger Rail Authority of South Africa) and the size of a city's economy. 

Table Wl.31 sets out how the final allocation for each municipality is determined, taking account of both 
the formula and incentive components. 
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Table W1.31 Formula for the public transport network grant 
Base Demand-driven factors Subtotal: Perfomance 
20% 75% base and 5% 

Equally Population Regional Public demand Incentive 
shared com po- gross transport driven compo-nent 

nent shares value users factors (R 000) 
added com po-

com po- nent 
nent shares 

shares 

Buffalo City2 7.7% 3.3% 2.8% 3.1% 3.8% -
City of Cape Town 7.7% 16.3% 15.8% 13.9% 13.0% 201 785 

City of Johannesburg 7.7% 19.3% 25.2% 20.5% 17.8% 37062 

City of Tshwane 7.7% 12.7% 15.0% 14.0% 12.0% -
Ekurhuleni 7.7% 13.8% 9.5% 14.9% 11 .1% -
eThekwini 7.7% 15.0% 15.8% 18.0% 13.7% -
George 7.7% 0.8% 0.5% 0.2% 1.9% 29 513 

Mangaung 7.7% 3.3% 2.4% 3.2% 3.8% -
Mbombela2 7.7% 2.6% 1.9% 2.4% 3.3% -
Msunduzi2 7.7% 2.7% 1.5% 2.4% 3.2% -
Nelson Mandela Bay 7.7% 5.0% 4.7% 3.6% 4.9% 1 683 

Polokwane · 7.7% 2.7% 1.5% 1.3% 2.9% -
Rustenburg 7.7% 2.4% 3.5% 2.3% 3.6% -
Unallocated incentive -

Total 100.0% 100.0% 100.0% 100.0% 95.0% 270 043 
. . 

1. Excludes add1t1onal funds for Cape Town allocated through the Budget Facility for Infrastructure 
2. These three cities are suspended from the grant 
Source: National Treasury 

Fiscal 100% 
consolidation 

reductions Grant 
allocations 

1 

(R 000) 

-247 346 -
-97 766 944 974 

-133 451 1 051 518 

- 771 954 

- 716 466 

-103 087 783 643 

- 153 645 

- 242 210 

-209 848 -
-205 360 -

- 316 207 

- 189 292 

- 230 939 

-52 466 -
-1 049 324 5 400 848 

In addition to the formula and performance incentive, R4 billion is allocated through the public transport 
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network grant over the medium term for the City of Cape Town's MyCiti public transport network, approved 30 
through the Budget Facility for Infrastructure. The facility seeks to support quality public investments 
through robust project appraisal, effective project development and execution, and sustainable financing 
arrangements. The process includes engaging with relevant stakeholders, the National Treasury and the 
Presidential Infrastructure Coordinating Commission. This additional amount will fund a new public 
transport corridor for the MyCiti network, linking the underserved areas of Khayelitsha and Mitchells Plain 
to the city centre. 

Neighbourhood development partnership grant 

The neighbourhood development partnership grant supports municipalities in developing and implementing 
urban network plans. The grant funds the upgrading of identified precincts in order to stimulate third-party 
public and private investment. In metropolitan municipalities, the focus is on upgrading urban hubs in 40 
townships. The National Treasury, in collaboration with other stakeholders, including the Department of 
Agriculture, Rural Development and Land Reform and the Department of Cooperative Governance, has 
identified a cohort of non-metropolitan municipalities to implement new projects as part of this grant. The 
National Treasury will be partnering with these municipalities to identify, plan and implement infrastructure 
upgrades in targeted urban hub precincts. The allocations for this grant in the 2020 MTEF period amount to 
R2 billion, made up of Rl.7 billion for the direct capital component and R263 million for the indirect 
technical assistance component. An amount ofR160 million, consisting of R30 million in 2020/21, R60 
million in 2021/22 and R 70 million in 2022/23, has been shifted from the direct component to the indirect 
component. The fiscal consolidation reductions to this grant are equivalent to 10 per cent of the grant's 
baseline in 2020/21, 11 per cent in 2021122 and 10.9 per cent in 2022/23. 50 

Water seNices infrastructure grant 

This grant, administered by the Department of Water and Sanitation, aims to accelerate the delivery of clean 
water and sanitation facilit ies to communities that do not have access to basic water services. It provides 
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funding for various projects, including the construction of new infrastructure and the refurbishment and 
extension of existing water schemes. It has both direct and indirect components. In areas where 
municipalities have the capacity to implement projects themselves, funds are transferred through a direct 
grant. In other areas, the Department of Water and Sanitation implements projects on behalf of municipalities 
through an indirect grant. 

The direct component of this grant is reduced by R426 million in 2020/2 I, R54 I million in 202 I/22 and 
R698 million in 2022/23. Although these reductions mean that the implementation of some projects will be 
delayed, they will not negatively impact water augmentation projects in drought-affected municipalities. 
This component of the grant has a total allocation of Rl0.8 billion over the 2020 MTEF period. The fiscal 
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consolidation reductions to this grant are equivalent to I I per cent of the grant's baseline in 2020/21, 10 
I3 per cent in 202I/22 and 15.9 per cent in 2022/23. 

The indirect component of this grant is reduced by R 100 million in 2020/2 I, with a total allocation of 
R2.l billion over the medium term. Of this amount, R106 million is allocated to municipalities in the Free 
State and Northern Cape to complete outstanding bucket eradication projects and RI81 million is allocated 
for drought relief projects. 

Regional bulk infrastructure grant 

This grant supplements the financing of the social component of regional bulk water and sanitation 
infrastructure. It targets projects that cut across several municipalities or large bulk projects within one 
municipality. The grant funds the bulk infrastructure needed to provide reticulated water and sanitation 
services to individual households. It may also be used to appoint service providers to carry out feasibility 20 
studies, related planning or management studies for infrastructure projects. It has both direct and indirect 
components. In areas where municipalities have the capacity to implement projects themselves, funds are 
transferred through a direct grant. In other areas, the Department of Water and Sanitation implements 
projects on behalf of municipalities through an indirect grant. A parallel programme, funded by the 
Department of Water and Sanitation, also funds water boards for the construction of bulk infrastructure. 
Though not part of the division of revenue, these projects still form part of the Department of Water and 
Sanitation's larger programme of subsidising the construction of regional bulk infrastructure for water and 
sanitation. 

The direct component of this grant is reduced by RI 74 million in 2020/2 I, RI 87 million in 2021/22 and 
R 196 million in 2022/23. An amount of R650 million is added to the indirect component of this grant to 30 
accelerate the implementation of repairs to the sewerage system in Emfuleni Local Municipality, which is 
currently spilling raw sewage into the Vaal River, and a further RlOO million is reprioritised within the grant 
for the Vaal River intervention. This component also includes R241 million for the completion of bucket 
eradication projects. The fiscal consolidation reductions for this grant are equivalent to 8 per cent of the 
grant's baseline in 2020/2 I, 8 per cent in 202 I/22 and 7.9 per cent in 2022/23. 

The grant has a total allocation of RI 7 billion over the medium term, consisting of R6.4 billion and 
RI0.6 billion for the direct and indirect components respectively. 

Integrated national electrification programme grants 

These grants aim to provide capital subsidies to municipalities to provide electricity to poor households and 
fund bulk infrastructure to ensure a constant supply of electricity. Allocations are based on the backlog of 40 
households without electricity and administered by the Department of Mineral Resources and Energy. The 
grant only funds bulk infrastructure that serves poor households. The national electrification programme has 
helped provide 9I per cent of all poor households with access to electricity, as reported in the 
2016 Community Survey (up from the 85 per cent reported in the 20I I Census). To sustain this progress, 
government will spend R15.7 billion on the programme over the next three years. 

The integrated national electrification programme (municipal) grant is reduced by RI 19 million in 2020/21, 
R128 million in 2021/22 and RI34 million in 2022/23. It has a total allocation ofR6 billion over the medium 

52 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Appl ication Bund le - Page 1008) 

ANNEX "A30" - 2020 Supplementary Budget Review issued 

by the National Treasury of the Republic of South Africa 
dated 24 June 2020 

ANNEXURE WI: EXPLANATORY MEMORANDUM TO HIE DIVISION OF REVENUE 

tenn and grows at an average annual rate of 4.4 per cent. The fiscal consolidation reductions to this grant are 
equivalent to 6 per cent of the grant's baseline in 2020/21, 6 per cent in 2021/22 and 5.9 per cent in 2022/23. 

The integrated national electrification programme (Eskom) grant is allocated R9.7 billion over the medium 
tenn and grows at an average annual rate of 5.7 per cent. It is reduced by R61 million in 2020/21, 
R826 million in 2021/22 and R279 million in 2022/23 to fund other government priorities. The reductions 
to this grant are equivalent to 2 per cent of the grant's baseline in 2020/21, 21.6 per cent in 2021/22 and 7 
per cent in 2022/23. 

Energy efficiency and demand-side management grant 

The energy efficiency and demand-side management grant funds selected municipalities to implement 

869 

projects with a focus on public lighting and energy-efficient municipal infrastructure. The grant continues 10 
to make provision for municipalities to use funding from the energy efficiency and demand-side management 
grant for planning and preparing for the Energy Efficiency in Public Infrastructure and Building Programme. 
The programme aims to create a market for private companies to invest in the large-scale retrofitting of 
municipal infrastructure, and then be paid back through the savings on energy costs achieved. This has the 
potential to unlock energy and cost savings on a much larger scale. Municipalities can use 15 per cent of 
their energy efficiency and demand-side management grant funding to develop a project pipeline and thereby 
strengthen the market for energy companies that offer this service. This scaling up of energy-efficiency 
retrofits is a key part of meeting the goals in the National Climate Change Response Strategy and the United 
Nations Framework Convention on Climate Change. 

This approach will also allow municipalities to benefit from donor financing. A Guarantee Fund from the 20 
Nationally Appropriated Mitigation Action Facility has been jointly established with funding from the 
Gennan and United Kingdom governments to help private energy service companies obtain loans to 
implement the Energy Efficiency in Public Infrastructure and Building Programme. The programme will 
have significant long-tenn effects on energy savings, carbon emissions and the market for energy-efficient 
technologies. The grant is allocated R69 l million over the medium tenn. The fiscal consolidation reductions 
to this grant are equivalent to 9 per cent of the grant's baseline in 2020/21, 9 per cent in 2021/22 and 
8.9 per cent in 2022/23. 

Rural roads asset management systems grant 

The Department of Transport administers the rural roads asset management systems grant to improve rural 
road infrastructure. The grant funds the collection of data on the condition and usage of rural roads in line 30 
with the Road Infrastructure Strategic Framework for South Africa. This infonnation guides investments to 
maintain and improve these roads. District municipalities collect data on all the municipal roads in their area, 
ensuring that infrastructure spending (from the municipal infrastructure grant and elsewhere) can be 
properly planned to maximise impact. As data becomes available, incentives will be introduced to ensure 
that municipalities use this information to plan road maintenance appropriately. The municipal infrastructure 
grant stipulates that municipalities must use data from roads asset management systems to prioritise 
investment in roads projects. 

The Department of Transport will continue to work with the municipal infrastructure grant administrators 
to ensure that municipal roads projects are chosen, prioritised and approved using roads asset management 
systems data wherever possible. This grant is reduced by Rl2 million in 2020/21, R13 million in 2021/22 40 
and R13 million in 2022/23 to fund other government priorities. The grant is allocated R108 million in 
2020/21, RI 14 million in 2021/22 and Rl21 million in 2022/23. The fiscal consolidation reductions to this 
grant are equivalent to 10 per cent of the grant's baseline in 2020/21, 10 per cent in 2021/22 and 9.9 per cent 
in 2022/23. 

Capacity-building grants and other current transfers 

Capacity-building grants help to develop municipalities' management, planning, technical, budgeting and 
financial management skills. Other current transfers include the EPWP integrated grant for municipalities, 
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which promotes increased Jabour intensity in municipalities, and the municipal disaster relief grant. A total 
of R6.6 billion is allocated to capacity-building grants and other current transfers to local government over 
the medium term. 

Table W1 .32 Capacity building and other current grants to local government 
201 6/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022123 

Outcome Adjusted Medium-term estimates 

Rmillion budget 

Direct transfers 1 675 1 815 1 400 1 897 1 959 2 067 2149 

Municipal disaster relief 118 341 - 335 354 373 391 

Municipal demarcation transition 297 140 - - - - -
Municipal systems Improvement - - 23 - - - -
Municipal emergency housing - - 38 149 159 168 175 

Infrastructure skills development 130 141 141 149 153 162 168 

Local government financial 465 502 505 533 545 575 596 
management 

Expanded public works programme 664 691 693 730 748 790 819 
Integrated grant for municipalities 

Indirect transfers 19 103 71 111 128 135 140 
Municipal systems improvement 19 103 71 111 128 135 140 

Total 1 695 1 919 1470 2 008 2 087 2 203 2 289 
Source: National Treasury 

Local government financial management grant 

The local government financial management grant, managed by the National Treasury, funds the placement 
of financial management interns in municipalities and the modernisation of financial management systems. 
This includes building in-house municipal capacity to implement multi-year budgeting, linking integrated 
development plans to budgets, and producing quality and timely in-year and annual reports. The grant 
supports municipalities in the implementation of the Municipal Finance Management Act and provides funds 
for the implementation of the municipal standard chart of accounts. 

This grant is reduced by Rl 7 million in 2020/2 1, RI 8 million in 2021/22 and R l 9 million in 2022/23 to fund 
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other government priorities. Total allocations amount to R 1. 7 billion over the MTEF period and grow at an 30 
average annual rate of 3.8 per cent. The fiscal consolidation reductions to this grant are equivalent to 
3 per cent of the grant's baseline in 2020/21, 3 per cent in 2021122 and 3 per cent in 2022/23. 

Infrastructure skills development grant 

The infrastructure skills development grant develops capacity within municipalities by creating a sustainable 
pool of young professionals with technical skills in areas such as water, electricity and town planning. The 
grant places interns in municipalities so they can complete the requirements of the relevant statutory council 
within their respective built environment fie lds. The interns can be hired by any municipality at the end of 
their internship. 

This grant is reduced by RS million in each year of the 2020 MTEF period. The grant's total allocations 
amount to R482 million over the 2020 MTEF period and grow at an average annual rate of3.9 per cent. The 40 
fiscal consolidation reductions to this grant are equivalent to 3 per cent of the grant's baseline in 2020/21, 
3 per cent in 2021/22 and 3 per cent in 2022/23. 

Municipal systems improvement grant 

The municipal systems improvement grant funds a range of projects in municipalities in support of the Back 
to Basics strategy, including helping municipalities set up adequate record management systems, drawing 
up organograms for municipalities and reviewing their appropriateness relative to their assigned functions, 
implementing the Integrated Urban Development Framework, and assisting municipalities with revenue 
collection plans and the implementation of the municipal standard chart of accounts. The Department of 
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Cooperative Governance implements the indirect grant. The grant's total allocations amount to R404 million 
over the 2020 MTEF period and grow at an average annual rate of 8.1 per cent. 

EPWP integrated grant for municipalities 

This grant promotes the use of labour-intensive methods in delivering municipal infrastructure and services. 
To determine eligibility for funding, municipalities must have reported performance on the EPWP, including 
performance in the infrastructure, social and environment and culture sectors and on the full-time equivalent 
jobs created in these sectors in the last 18 months. A formula then determines allocations on the basis of this 
performance as well as the labour intensity of the work opportunities created. The number of bands in which 
labour intensity are recorded in the formula have been expanded from seven to eight, providing an incentive 
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for labour-intense projects to further increase their intensity. The formula is weighted to give larger 10 
allocations to rural municipalities. The grant's baseline is reduced by R23 million in 2020/21, R24 million 
in 2021/22 and R26 million in 2022/23. The impact of these reductions will be spread across municipalities 
in line with the grant's formula. The grant is allocated R2.4 billion over the MTEF period and grows at an 
average annual rate of 3.9 per cent. The fiscal consolidation reductions to this grant are equivalent to 
3 per cent of the grant's baseline in 2020/21, 3 per cent in 2021/22 and 3 per cent in 2022/23. 

Municipal disaster relief grant 

The municipal disaster relief grant is administered by the National Disaster Management Centre in the 
Department of Cooperative Governance as an unallocated grant to local government. The centre is able to 
disburse disaster-response funds immediately, without the need for the transfers to be gazetted first. The 
grant supplements the resources local government would have already used in responding to disasters. To 20 
ensure that sufficient funds are available in the event of disasters, section 21 of the Division of Revenue Bill 
allows for funds allocated to the provincial disaster relief grant to be transferred to municipalities if funds 
in the municipal grant have already been exhausted, and vice versa. The bill also allows for more than one 
transfer to be made to areas affected by disasters, so that initial emergency aid can be provided before a full 
assessment of damages and costs is conducted. Over the MTEF period, RI. I billion is available for 
disbursement through this grant. To ensure that sufficient funds are available for disaster relief, clause 
20(6) of the Division of Revenue Bill allows funds from other conditional grants to be reallocated for this 
purpose, subject to the National Treasury's approval. 

Municipal emergency housing grant 

The municipal emergency housing grant is intended to enable the Department of Human Settlements to 30 
rapidly respond to emergencies by providing temporary housing and repairs in line with the Emergency 
Housing Programme. The grant is limited to funding emergency housing and repairs following the immediate 
aftermath of a disaster, and not the other emergency situations listed in the programme. Over the MTEF 
period, R502 million is available for disbursement through this grant. 

I Part 6: Future work on provincial and municipal fiscal frameworks 

The fiscal frameworks for provincial and local government encompass all their revenue sources and 
expenditure responsibilities. As underlying social and economic trends evolve and the assignment of 
intergovernmental functions change, so must the fiscal frameworks. The National Treasury, together with 
relevant stakeholders, conducts reviews to ensure that provinces and municipalities have an appropriate 
balance of available revenues and expenditure responsibilities, while taking account of the resources 40 
available and the principles of predictability and stability. 

This part of the annexure describes the main areas of work to be undertaken during 2020/21 as part of the 
ongoing review and refinement of the intergovernmental fiscal framework. Provinces and municipalities will 
be consulted on all proposed changes. 
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Review of the provincial equitable share formula 

The Constitution stipulates that provinces are entitled to a share of nationally raised revenue to deliver on 
their mandates. Provincial funds are allocated using a formula that considers the spread of the burden of 
service delivery across provinces. The provincial equitable share formula contains weighted elements that 
reflect government priorities and incorporates elements to redress inequality and poverty across provinces. 

The periodic review of the formula to assess its continued appropriateness and equity continues in 2020. 
During the year, the review will focus on: 

• Refining options for a revised poverty component in the formula. 

• Developing options for how the formula can account for costs associated with being in a rural location. 
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• Working with the Department of Health to revise and update the risk-adjusted factor as part of a broader 10 
overhaul of the health component. 

• Working with the Department of Basic Education to develop options for how to account for the different 
funding needs of different types of schools and learners. 

The formula is being reviewed by a provincial equitable share task team made up of representatives from 
the National Treasury and provincial treasuries. The task team partners with sector departments, Statistics 
South Africa and the FFC on different components of the review. The task team reports to the Technical 
Committee on Finance, and the Budget Council considers and approves any proposed changes to the formula. 

Preparing for national health insurance implementation 

South Africa aims to make significant strides towards universal health coverage through the progressive 
implementation of national health insurance, as outlined in the National Health Insurance White Paper, 20 
which government adopted in 2017, and the National Health Insurance Bill, which was tabled in 2019 and 
is currently being considered in Parliament. Establishing the National Health Insurance Fund is likely to 
have significant implications for provincial finances, which are being discussed through consultative 
structures like the Technical Committee on Finance. In parallel, efforts to strengthen the health system in 
preparation for national health insurance will continue, including developing and piloting provider payment 
mechanisms, expanding the national insurance beneficiary registry, and purchasing and providing a 
prioritised set of health services. Government is also piloting a new quality improvement activity within the 
non-personal services component of the NH! indirect grant that will help facilities meet the envisaged 
standards required for NHI accreditation. The experience gained from this pilot will inform future efforts to 
improve quality. Two grants related to capacity development in the health sector have been merged in 30 
2020/21, and the National Treasury and the Department of Health will work together during 2020 to develop 
a strategy for further reforms to the structure of all the health conditional grants to ensure that they are aligned 
to support NHI implementation. 

Shift of nursing and agricultural colleges to national government 

For nursing colleges and agricultural colleges to be accredited as higher education colleges in terms of the 
Higher Education Act (1997), the function for administering these colleges needs to move from provinces 
to national government. The Department of Higher Education and Training is coordinating with the 
departments of Health and Agriculture, Land Reform and Rural Development, as well as their provincial 
counterparts to prepare for this proposed function shift. The National Treasury will work with provincial 
treasuries and the FFC to assess the financial impacts of the proposed shift. 40 

The role of provinces in promoting economic development 

All three spheres of government must work with businesses and other relevant stakeholders to provide an 
enabling environment for faster and more inclusive economic growth. An Economic Development 
Coordination Forum has been established to improve the coordination of economic development initiatives 
between provincial and national governments. This forum is chaired jointly by the National Treasury and 
the Department of Trade, Industry and Competition, and includes participants from provincial treasuries and 
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sector departments, as well as the Department of Small Business Development, the Department of 
Cooperative Governance and SALGA. This year, the forum will establish work streams to examine data for 
economic development, policy and alignment issues, and township economic development (including 
industrial parks). 

Improving intergovernmental coordination on infrastructure investment 

Public infrastructure investments can play a major role in transforming South Africa's spatial development 
patterns. This requires a significant improvement in intergovernmental coordination in planning and 
budgeting for infrastructure. The National Treasury is working with provinces to ensure that their 
investments in schools, roads, health facilities and housing are made in locations that align with the spatial 
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development plans of municipalities. Municipalities must be consulted and agree on the location and bulk 10 
services requirements of all provincial infrastructure projects. Progress has been made in holding joint 
planning sessions between provinces and municipalities, and support in this area will continue in 2020. 
National departments will also be supported to participate in intergovernmental planning and to review sector 
policies and funding strategies to promote better alignment with spatial development frameworks. 

The National Treasury will review provincial infrastructure sector funding policies and propose how grants, 
incentives and other funding sources can best be structured to strengthen funding coordination to achieve 
spatial development objectives. 

Disaster funding 

The National Treasury will work with the National Disaster Management Centre to review the funding of 
disaster response and recovery activities. Climate change will make extreme weather events more common, 20 
and the disaster funding system needs to adapt to this new reality. The current system is designed to allow 
for the rapid release of funds immediately following the declaration of a disaster, and to fund the repair or 
reconstruction of infrastructure after an event. While there are problems and inefficiencies within the existing 
system that need to be addressed through this review, it must also consider how to place greater emphasis 
on being prepared before disasters occur. The system also needs to be adapted to respond better to long-
running disasters such as drought conditions that may last for several years. 

New Informal settlements upgrading grants for provinces and municipalities 

Informal settlement upgrades are a priority over the medium term. This is an inclusive process through which 
informal residential areas are incrementally improved, formalised and incorporated into the city or 
neighbourhood by extending land tenure security, infrastructure and services to residents of informal 30 
settlements. 

Following the introduction of dedicated components to fund informal settlement upgrades in the provincial 
human settlements development grant and the municipal urban settlements development grant in 2019/20, 
the Department of Human Settlements is leading the design of two new informal settlements upgrading 
grants for provinces and municipalities, which will be introduced in the 2021 MTEF period. These separate 
grants were intended to be introduced in 2020/21, but additional time is needed for provinces and 
municipalities to complete their informal settlements upgrading strategies. These strategies will guide how 
spending on the new grant will be prioritised. Having an additional year will allow the design of the new 
grants to draw on the lessons learnt from a full year of implementing the components within the existing 
grants. The design of the new grants will include consultations with provinces, municipalities, community 40 
organisations and other interested stakeholders. These consultations will also address the respective roles of 
provinces and municipalities in upgrading informal settlements. 
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Review of the local government fiscal framework 

Budget Forum lekgotla 

The local government fiscal framework refers to all of the revenue sources that are available to local 
government and all the expenditure responsibilities that they have. A well-designed fiscal framework allows 
each municipality to balance its revenue sources against its expenditure responsibilities. Many stakeholders 
have expressed concern that elements of the current local government fiscal framework make it difficult for 
municipalities to balance their revenues with their expenditure responsibilities. The Minister of Finance has 
therefore proposed that the Budget Forum hold a special lekgotla in 2020 to review the structure of the 
framework and to agree on which issues in local government are attributable to the structure of the fiscal 
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framework and which are related to other factors such as problems in governance, intergovernmental 1 O 
relations and the assignment of functions between spheres. This will help to resolve contentious issues and 
build consensus. 

The Budget Forum is chaired by the Minister of Finance and includes Members of the Executive Council 
(MEC) responsible for finance in each province and SALGA. In order to facilitate improved cooperation 
across sectors, the Minister and MECs responsible for cooperative governance are also invited to participate 
in meetings of the Budget Forum. The Chairs of Parliament's Standing and Select Committee on 
Appropriations and Finance and as well as representatives of the FFC are invited to attend. 

Items for the lekgotla will be prepared in a collaborative process that includes inputs from officials from all 
of the participating organisations. The outcomes are expected to inform a reform agenda for the local 
government fiscal framework over the next five years that will complement the ongoing reforms discussed 20 
below. 

Refinements to the local government equitable share formula 

Government continues to work with stakeholders to improve the local government equitable share formula. 
Areas of work in the period ahead include: 

• Improving the responsiveness of the formula to the different functions assigned to district and local 
municipalities. This work depends on the availability of credible official records of the functions assigned 
to each sphere of government. Policy and administrative work under way in the National Disaster 
Management Centre could help improve the targeting of funding for fire services. 

• Reviewing and updating how the special support for councillor remuneration is calculated. This support 
is calculated separately from the rest of the equitable share formula, but transferred with equitable share 30 
allocations. Support is only provided to small and poor municipalities and the data used for determining 
eligibility needs to be updated. 

• Working with Statistics South Africa to explore how new population estimates at municipal level can be 
incorporated into the formula updates. 

Review of local government infrastructure grants 

As part of the ongoing review of local government infrastructure grants, the National Treasury, the 
Department of Cooperative Governance, Department of Planning, Monitoring and Evaluation, SALGA and 
the FFC will work closely to implement the reform agenda agreed to through the review, including: 

• Improving the administration of conditional grants by national departments. 

• Further consolidating conditional grants. 

• Increasing differentiation in the grant system, so that grants are well aligned to the different circumstances 
found across the country's 257 municipalities. 

• Reviewing grant formulas to ensure that allocations are equitable across the different types of 
municipalities that receive allocations from differentiated grants, such as the urban set1lements 
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development grant (for metros), the integrated urban development grant (for intermediate cities) and the 
municipal infrastructure grant. 

• Identifying ways to incorporate incentives for improved asset management into the grant system. 

Review of the municipal capacity support system 

Government is reviewing the system of capacity support provided to municipalities. It invests public funds 
of more than R3 billion in capacity support for municipalities every year through a broad range of grants and 
programmes. These various forms of capacity development and support tend to be planned and managed 
separately from one another. The National Treasury is managing the review, with the aim of identifying 
ways to improve the impact of this spending. Preliminary results may inform initial changes to the capacity-
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building system in the 2021 Budget. 1 O 

Reforms to local government own revenue sources 

Municipalities play a critical role in boosting economic growth and providing an enabling environment for 
job creation by providing well-maintained and functioning infrastructure services. However, municipalities 
are finding it increasingly difficult to build the infrastructure required for growth and meet the demands of 
rapid urbanisation. The National Treasury continues to explore how cities and other municipalities with a 
significant own revenue base can use a broader package of infrastructure financing sources to meet their 
developmental mandate. The National Treasury is implementing the reforms discussed below. 

Development charges 

Despite their potential as an alternative option for financing infrastructure, municipalities have not fully used 
development charges due to uncertainty surrounding the regulatory frameworks. These once-off charges are 20 
imposed by a municipality on a land owner applying for land development approval. The charges are based 
on the concept that urban growth and expanded land use creates the need for additional infrastructure 
services, so the developer should pay the incidence costs. To deal with the regulatory framework's 
challenges, the National Treasury is amending the Municipal Fiscal Powers and Functions Act to incorporate 
the regulation of development charges. The draft amendment bill has been submitted to Cabinet and was 
published for public comment in January 2020. The due date for submitting comments is 31 March 2020. 
Parallel to the public participation process, the National Treasury intends to undertake provincial and 
national workshops to provide clarity on the technical provisions of the draft bill. The draft legislation can 
be accessed on the National Treasury website: http://www.treasury.gov.za/legislation/draft bills. 

Municipal borrowing 30 

The 2017 update to the Policy Framework for Municipal Borrowing and Financial Emergencies wilt be 
submitted to Cabinet shortly. 

The updates aim to address the limitations of the original policy framework of 2000 and to respond to the 
changing needs and conditions in the municipal borrowing market by permitting the use of innovative 
infrastructure financing mechanisms. The updated policy framework makes specific recommendations on 
the role of development finance institutions in financing creditworthy municipalities. It proposes that these 
institutions should play a developmental, complementary and supportive role to transactions rather than 
competing directly with private financiers. It also suggests that development finance institutions should 
establish clear and measurable development impact indicators for their municipal operations in general, and 
for specific transactions. Each institution must, well in advance of any proposed lending to a municipality, 40 
obtain written agreement from the National Treasury that specifically outlines the development objectives 
and indicators of the loan, before entering into any transaction. 

The National Treasury continues to publish the Municipal Borrowing Bulletin on a quarterly basis. Copies 
can be obtained from www.mfma.treasury.gov.za . 
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IN THE LABOUR COURT OF SOUTH AFRICA 
(HELD AT JOHANNESBURG, BRAAMFONTEIN) 

Case number: JS00/20 

In the matter between: 

PUBLIC SERVANTS ASSOCIATION First applicant 

NATIONAL PROFESSIONAL TEACHERS 
ORGANISATION OF SOUTH AFRICA Second applicant 

HEALTH AND OTHER SERVICES PERSONNEL 
TRADE UNION OF SOUTH AFRICA Third applicant 

SOUTH AFRICAN TEACHERS UNION Fourth applicant 

and 

MINISTER OF PUBLIC SERVICE AND ADMINISTRATION First respondent 

MINISTER OF BASIC EDUCATION Second respondent 

MINISTER OF JUSTICE AND CORRECTIONAL SERVICES Third respondent 

MINISTER OF POLICE Fourth respondent 

NATIONAL DIRECTOR OF PUBLIC PROSECUTIONS Fifth respondent 

MINISTER OF FINANCE Sixth respondent 

DEPARTMENT OF PUBLIC SERVICE AND 
ADMINISTRATION Seventh respondent 

PUBLIC SERVICE CO-ORDINATING BARGAINING 
COUNCIL Eighth respondent 

DEMOCRATIC NURSING ASSOCIATION OF SOUTH 
AFRICA Ninth respondent 

NATIONAL EDUCATION HEALTH AND ALLIED 
WORKERS UNION Tenth respondent 

POLICE AND PRISONS CIVIL RIGHTS UNION Eleventh respondent 

NATIONAL UNION OF PUBLIC SERVICE AND ALLIED 
WORKERS UNION Twelfth respondent 

SOUTH AFRICAN POLICING UNION Thirteenth respondent 

SOUTH AFRICAN DEMOCRATIC TEACHERS UNION Fourteenth respondent 
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SIXTH RESPONDENT'S ANSWERING AFFIDAVIT 

l, the undersigned, 

DONDO MOGAJANE 

do hereby make oath and say that: 

2 

1. I am the Director-General of National Treasury. I was appointed to this position on 8 

June 2017, after previously serving in various senior positions in National Treasury 

(inter alia as Deputy Director-General: Public Finance). By virtue of my position as 

Director-General I am duly authorised to depose to this affidavit and oppose the relief 
[V12- P1151to1153) 

sought by the applicants. A confirmatory affidavit by the Minister of Finance is further 

filed herewith. 

2. The facts to which I depose fall within my personal knowledge, or are contained in 

documents under may control. They are true and correct. 

3. To the extent that I express matters of opinion, particularly regarding the application of 

public finance principles and policy in South Africa, I respectfully submit that I am 
[V10 - P939 to 942) 

qualified to do so. I attach in this regard my curriculum vitae, marked "NTl ". It reflects 

my academic qualifications and vocational experience in public finance. These include 

being employed by National Treasury since 1999; honours degrees in Public 

Management, and Human Resources and Industrial Relations (University of Durban 

Westville); a master's degree in Public Management (University of Maryland, USA); 
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3 

and participating in a course by the Kennedy School of Government's Progranune in 

Budgeting and Public Financial Management (Harvard University, USA). 

4. I further rely in this regard on National Treasury's institutional expertise. National 

Treasury's relevant officials have extensive experience in the field of public finance 

and the fiscal effect of the relief for which the applicants contend, on which I have been 

able to draw and which I am able to confirm.. The documents to which I refer are, in 

my capacity as Director-General, in my possession or within my control. 

5. Where I make legal submissions, I do so on the advice of National Treasury's internal 

6. 

and external legal advisers and representatives. 

[V17 - P1656) 
I depose to this affidavit in opposition to the purported enforcement of clause 3.3 of 11 

[V17 - P1656) 

collective bargaining agreement (PSCBC Resolution 1 of 2018). Enforcing clause 3.3 

would plunge Government in additional debt of R37.8 billion. This during an 

unprecedented world-wide crisis. The Covid-19 pandemic has come at great cost to 

employment in th·e private sector, with numerous remaining employees receiving no 

increments or even experiencing pay cuts to preserve employment. The applicants' 

members' jobs are in contrast not threatened. Nor are their salaries reduced. What the 

applicants however seek in these circumstances of a proclaimed national state of 

disaster are yet further salary increases. They seek to compel a third year-on-year 

increase above inflation, after over a decade of public-sector salary increases surpassing 

private-sector salaries. 
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7. This is not sustainable, particularly not in the Covid-19 circumstances now prevruJing. 

Government is compelled by the Covid-19 pandemic to spend public funds (which are 

already in deficit) to alleviate the plight of the poor and vulnerable. The pre-existing 

budget deficit is caused inter a/ia by cumulative public-sector salary increases out of 

kilter with revenue, GDP, and private-sector salary increases. The deficits are 

exacerbated by drastically reduced tax and other revenue consequent on the Covid-19 

pandemic and Government's increased socio-economic constitutional obligations 

arising from the pandemic. 

8. Regrettably Government simply cannot in these circumstances accede to the applicants' 

885 

claim for yet further increases. The public servants' contribution to the country and the 1 O 

fight against the Covid-19 pandemic is commendable. This applies not only to health 

workers, educationalists and members of the police and defence forces but indeed to 

the many other public servants extended by the current disaster. Conceding to the 

unions' claim is, however, particularly under the current circumstances, precluded by 

Government's Bill or Rights obligations, the rule of law, the principle of legality, and 

the doctrine of separation of powers. The outcome for which the applicants contend is 

not only unjust and inequitable. It is also unaffordable, unbudgeted and unauthorised 

by law. This renders the collective agreement (Resolution 1 of 2018) invalid and 

unenforceable. 

9. Strikingly the application does not attempt to establish the validity of the agreement it 20 

purports to enforce. Nor does it invoke any constitutional right or principle. It simply 

seeks to advance the prosperity of the applicants' members in the dire circumstances I 

have described. The application does not establish that a single one of the applicants' 
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members will suffer financial hardship if yet further salary increases are not paid now. 

The applicants claim in the name of South African public servants (and decidedly not 

in the public interest) payment of oversubscribed public funds. This despite the 

constitutional ethos and values binding not only Government itself, but also the public 
[V17 • P1656) 

servtce. They militate strongly against enforcing clause 3.3 under the current 

circumstances. Not a single public servant has suggested otherwise by deposing to any 

confirmatory affidavit. This is credited to their commitment to the democratic values 

and principles enshrined in the Constitution, and governing the public service. 

10. In amplifying the above bases of opposition, this affidavit is structured as follows 

(a) First, I provide an overview of the application and the grounds on which it is 

opposed. 

(b) Second, in developing some of the bases of opposition I shall explain the 

principles of fiscal and public finance policy applicable to this application. 

(c) Third, I traverse the more material averments advanced in the founding 

affidavit, to the extent that I am advised is appropriate. 

(d) Finally, I conclude by making submissions on what I submit is an appropriate 

order: the dismissal of this application with costs. 

A. Overview of application and grounds of opposition 

11. This application seeks to enforce what is presented as a "contractual" cause of action 
[V1 - P21 to 22) 

(para 46 of the founding affidavit). No constitutional right is, as mentioned, invoked 

by the applicants. Not even the right to fair labour practices entrenched by section 23 
[V17 - P1655 to 1656) 

of the Constitution. The founding affidavit merely asserts that clause 3 has been 
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6 

incorporated in the employment contracts of civil servants (para 24.1); that the first to 
[V17 - P1656) [V1 - P16) [V1 - P16) 

fifth respondents are in breach of clause. 3 .3 (para 24.2); and that "the applicants" (i.e. 
[V1 - P161 

five of the trade unions representing civil servants) are accordingly "entitled" to the 
[V1 - P16] 

relief they seek on behalf of their members (para 24.3). 

12. I am advised that the case for the applicants is required by principle and clear authority 

to be made in the founding affidavit, and that it is thus to be stressed at the outset that 

they have instituted their claim on an exclusively contractual basis, with no 

constitutional claim whatever. The consequence moreover is that important 

constitutional considerations, outlined already in paragraph 8 above (and to which I 

return below), have been left entirely out of account. 

13. Nonetheless the founding affidavit correctly concedes ·- even if only obliquely- the 

public-law context in which the agreement sought to be enforced was concluded 
[V1-P16] 
(para 26). The statutory nature of the agreement to which the seventh respondent (the 

Department of Public Service and Administration) purportedly bound the State is 

singular. It applies not only against non-signatory departments of State, but also the 

members of non-signatory trade unions (such as three of the five applicants). These 

applicants' members - so the founding affidavit discloses - did not give their unions a 
[V17 - P1655 to 1656) [V1 - P17) 

mandate to agree to clause 3 (para 28). Significantly it is not contended that any 
[V17 - P16561 

members of any of the trade unions provided a mandate to enforce clause 3.3 under the 

current Covid-19 circumstances. 

[V17 - P1655 to 1656) 
14. Similarly. no mandate was provided to Government's negotiators to conclude clause 3 

in the terms advanced at the crucial 25 January 2018 meeting. Adopting this clause 
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came about under the coercive circumstances explained in the answering affidavit filed 

by the first respondent. In the light of .the-then prevailing (and now ·exacerbated) 

budgetary deficit - fully disclosed to the trade unions at the time - specific approval for 

the required funding had to be made. Such arrangements had to be approved by 

National Treasury and agreed in writing by the other departments concerned. No such 

approval or consent was granted. 

First ground of opposition: Legality 

15. This raises the first ground of opposition. It is legality. I am advised that section l(c) 

of the Constitution confers public power on organs of State only insofar as they act 

888 

within the law. The law conferring the power to conclude a collective agreement like 1 O 

Resolution 1 of 2018 is the Public Service Act. 

16. Pursuant to regulations 78 and 79 prescribed under the Public Service Act the first 

respondent is authorised to enter into collective agreements. But this authority is 

specifically limited. Under regulation 78(2)(c) a collective agreement may "only" be 

"entered into" if "the fiscal requirements contained in regulation 79" are. met. 

Regulation 79, in tum, authorises entering into a collective agreement with financial 

implications only if the executive authority concerned can cover the cost from his or 

her departmental budget; or on the basis of a written commitment by National Treasury 

to provide the additional funds; or if the cost can be covered from the funds of other 

departments or agencies with their written consent and National Treasury's approval. 20 
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17. In this case there was no such consent or approval or commitment, and the cost could 

not be covered by the budget of the Department of Public Service and Administration. 

18. This is reflected in the-then Minister of Finance's letter dated 14 February 2018. It 
[V18 - P1778 to 1779) 

comprises annexure A12 to the DPSA's answering affidavit. In it Minister Gigaba 

recorded that he had been requested to consider increasing the medium-term envelope 

available for salaries by R 15 billion. The applicable budget baseline for 
[V18 - P1778) 

"compensation" (i.e. salaries of state employees) was Rll 0 billion. The increase was 
[V17 - P1655 to 1656} 

necessary to fund the increases contemplated by clause 3. 

[V18 - P1778) 

19. Minister Gigaba recorded that National Treasury had "carefully examined the request 

889 

against funds available within the fiscal framework". He responded that this exercise 10 
[V18 - P1778) 

established that "no additional funding can be made available to fund the wage 

negotiations" beyond the ' 1funding envelope over the 2018 MTEF". 

20. In his letter Minister Gigaba confirmed that National Treasury was only prepared to 

21. 

approve an approach whereby R12 billion was freed up through voluntary early 

retirement of 19 000 public servants. Even then the cost-of-living adjustments could 

not exceed the explicit parameters recorded in Minister Gigaba's letter. Early 

retirement (a crucial condition completely absent form Resolution 1 of2018) apart, the 
[V17 - P1655 to 1656) 

cost-of-living adjustments extended by clause 3 significantly exceeded the limits 

reflected in·Minister Gigaba's letter. 

Minister Gigaba's letter required that cost-of-living adjustments not exceed the 

following: 

20 
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2018/19 2019/20 2020/21 
CPI+ 0.15% CPI +0.25% CPI+ 0.50% 
CPI+ 0.00% CPI+0.20% CPI +.0.30% 
CPI+0.00% CPl+0.00% CPI+ 0.20% 

9 

22. Contrary to National Treasury's approval as conveyed in Minister Gigaba's letter, 
[V17 - P1655 to 1656] 
clause 3 of Resolution 1 of2018 contrived the following: 

2018/19 2019/20 2020/21 
Salary levels 1-7 CPI+ 1.50% CPI+ 1.00% CPI+ 1.00% 
Salary levels 8-10 CPI+ 1.00% CPI +0.50% CPI+0.50% 
Salary levels 11-12 CPI+0.50% CPI+0.00% CPI+ 0.00% 

[V17 - P1655 to 1656] 
23. Thus clause 3 quite clearly exceeded what National Treasury had approved. 

24. There had furthermore been no commitment (written or otherwise) by National 

Treasury to provide additional funds to bridge the deficit. National Treasury 

specifically referred, in a subsequent letter (dated 11July2018) by then MinisterNene, 
[V10 - P943] 

to the fact that "the cost implications of the wage agreement amount to R30 billion over 

and above the 2018 MTEF baseline compensation budget." The letter further records 
[V10 - P943] 

that "[t]his money is not provided for in the current fiscal framework." Accordingly 

the shortfall had to be addressed by some 20 000 employees leaving the public service, 

the letter recorded. It is the money required for this "exiting" (through voluntary early 
[V10 - P944] 

890 
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retirement} which, it was contemplated, could be made available "through the budget 20 

process". But the final amounts to be approved would depend, Minister Nene recorded, 
[V10 - P944] 

inter alia "on the number of applications [for early retirement], the overall fiscal 

strategy and obtaining the requisite budgetary approvals." By the date of Minister' 

Nene letter ( 11 July 2018)- thus after the conclusion of Resolution 1 of 2018 - neither 
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National Treasury nor Parliament approved the R30 billion shortfall. I attach Minister 
[V10 • P943 to 944) 

Nene's letter, marked ''NT2". 

25. Nor had there subsequently been any purported post hoc approval, appropriation or 

ratification. None of the subsequent budgets made provision for this deficit. Instead, 

they consistently cautioned against the adverse fiscal effects wrought by the wage bill. 

26. Therefore Resolution 1 of2018 falls foul of the constitutional principle of legality (for 

violating Public Service Regulations 78 and 79). 

27. It is also incongruent with section 216 of. the Constitution, which provides for the 

establishment of National Treasury and national legislation which prescribe measures 

891 

to ensure transparency and expenditure control in each sphere of government. Nntionnl 10 

Treasury's important constitutional control role had been negated. Under the 

constitutionally-mandated legislation establishing National Treasury, the Public 

Finance Management Act 1 of 1999 ("the PFMA"), it consists of the Minister of 

Finance and the national department responsible for financial and fiscal matters. Thus 

both political accountability (by the Minister) and subject-matter expertise (contributed 

by appropriately qualified officials) comprise the intended constitutional and statutory 

treasury control. 

28. Resolution 1 of 2018 similarly flouts sections 213 of the Constitution. Section 213 

provides for payments from the National Revenue fund only insofar as money has been 

appropriation by Parliament, or as a direct charge authorised under national legislation. 20 

As mentioned, there has been no appropriation, nor compliance with th~ relevant 
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national legislation. It follows that also national and subordinate legislation giving 

effect to section 213 of the Constitution (e.g. section 39 of the PFMA) is flouted. 

29. Simultaneously section 215 of the Constitution is also infringed. Section 215 provides 

for effective financial management of the economy, debt and the public sector through 

budgetary processes. The public sector's unbudgeted wage bill resulted in debilitating 

debt. It also bypassed financial management as contemplated by the Constitution and 

national legislation.· 

30. For the above reasons, Resolution I of 2018 is unlawful, invalid and unenforceable. 

This constitutes the first, independent and dispositive, ground on which the Minister of 
[V17 - P1656] 

892 

Finance opposes the enforcement of clause 3.3. 1 O 

Second ground of opposition: Constitutional rights 

[V17 - P1656] 
31 _ The second ground of opposition is that the enforcement of clause 3.3 would also 

infringe section 7(2) of the Constitution. Section 7(2) obliges the State to respect, 

protect, promote and fulfil the rights in the Bill of Rights. 

[V17 - P1656] 
32. If clause 3 .3 is enforced, the amount available to the State to allocate to basic education, 

healthcare and similar constitutional rights will be reduced by a further R37.8 billion. 

Some of these rights (e.g. rights to healthcare and social assistance) require progressive 

realisation, which precludes regressive service delivery. Regression would 

unavoidably result from reduced funding . Reduced funding is inevitable if a R37 .8 
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billion wage bill is to be funded from other votes. And enforcing clause 3.3 will force 

Government to siphon funds from other votes. 

33. Rights like those entrenched in sections 28 and 29, on the other hand, require immediate 

realisation. Thus they are not subject to the availability of funding. They will perforce 

be affected adversely if available funding is withdrawn pursuant to a reallocation of the 
[V17 - P1656) 

budget consequent to a court order enforcing clause 3.3. 

34. In such circumstances, and particularly in the context of the Covid-19 crises, the 
[V17 - P1656) 

enforcement of clause 3.3 is inconsistent with the public interest and public policy, to 

which the Constitution gives content. 

Third ground of opposition: En(orcement is not just and equitable 

35. The third ground of opposition is that, even if Resolution 1 of2018 had otherwise been 

lawful and enforceable (contrary to Government's case), then its enforcement does not 

constitute just and equitable relief. This, too, relates to Government's competing 

constitutional commitments to respect, protect, promote and fulfil the rights in the Bill 

of Rights. But it operates at the level ofremedy. 

36. The Constitution contemplates that a just and equitable remedy be forged by courts 

confronted with constitutional matters within their power. The applicants request this 
[V17 - P1656} 

Court to exercise its power to enforce clause 3.3. This clearly raises a constitutional 

issue, particularly in circumstances where any such order would necessitate a radical 

realignment of Government's emergency Covid-19 special budget. 
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37. Since public servants have been the beneficiaries of decades' above-inflation salary 

increases outperforming private sector salaries, this is not just and equitable. Least of 

all in circumstances where Government is now compelled by the Covid-19 

circumstances to expend additional funds to protect vulnerable people, some rendered 

destitute by job losses or salary cuts in the private sector. Others are now in desperate 

need of accelerated progressive realisation of the right to healthcare, food, sanitation or 

social welfare as the Covid-19 circumstances compel. Yet others are entitled to the 

immediate realisation of the right to basic education and children's rights, whose 

realisation is now rendered more burdensome on the budget. 

38. The issue ofremedy, too, the present application disregards. It pays the Court's powers 

no heed because, as noted, the claim is brought on an exclusively contractual basis. The 

contract moreover is erroneously treated as wholly private-law in nature, as if it were a 

purely commercial bargain, devoid of its setting as a public-law, public finance 

detennination. 

Fourth ground of opposition: Unaf{ordabilitv, frustration and unforeseeability 

39. Finally, none of the Covid-19 consequences had been foreseen or was reasonably 

foreseeable when Resolution 1 of 2018 was concluded. Not even the adverse fiscal 

developments pre-dating the Covid-19 pandemic had been (or could reasonably be) 

foreseen. Instead, it had been specifically assumed by all involved that the budgetary 

894 

10 

deficit resulting from Resolution 1 of 2018 would be reduced by early voluntary 20 
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retirement. But this had not occurred. Instead, it had been frustrated (as the DPSA's 

answering affidavit demonstrates) by the applicants and other trade unions. 

40. There has therefore been, in multiple respects, a material change of circumstances 
[V17 - P1656] 

which renders the enforcement of clause 3.3 contrary to the substratum of the purported 

agreement. I am advised that this constitutes a contractual defence under the existing 

common law of contract of South Africa, even were a purely private-law approach to 

be adopted, as the application assumes. 

41. To the extent, however, that the Court may conclude that the existing law does not 

provide a defence to enforcement in casu, I ask that the common law be applied, 

895 

alternatively developed, pursuant to section 39 of the Constitution to preclude 10 
[V17 - P1656] 

enforcement of clause 3 .3 in the current extraordinary circumstances. This may be done 

by special application of the doctrine of objective impossibility (as it applies under 

South African law); adopting and applying the doctrine of frustration (as it applies in 

English law); or recognising the clausula rebus sic stantibus (meaning, unenforceability 

in changed circumstances) which is accepted both under international law and 

comparable foreign law as a manifestation of the good faith criterion underlaying the 

pacta sunt servanda (meaning, agreements should be observed) principle which 

governs the enforcement of agreements. This is, I am advised, a matter to be amplified 

to the extent necessary in legal argument. Should it arise, this will b~ advanced on the 

factual basis set out in this affidavit. 20 
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B. Principles of fiscal and public finance policy and their application to the facts of 

this case 

42. The answering affidavit filed on behalf of the first respondent recites extensive factual 

material recorded already in budget speeches and other public finance statements and 

instruments. I am advised that it is neither necessary nor appropriate to repeat those 

submissions here, or to burden the papers by attaching the same documents. I confirm 

the contents of those documents, which I incorporate, and on which further reliance will 

be placed in legal argument. 

43. These documents should be amplified, however, in certain respects. For instance, the 

896 

Supplementary Budget Review 2020 already forms part of the first respondent's papers 10 
[V8 - P711 to V9 - P875] [V8. P781to815] 

(comprising annexure A30 to the DPSA's answering affidavit). However, pages 66-

100 appear to have been omitted. Furthem1ore, the budgetary documents attached to 

the DPSA answering affidavit require updating by adding the Supplementary Budget 
[V8 • P711 to V9 • P875] 

Speech 2020 delivered on 24 June 2020. While annexure "A30" to the DPSA 

answering affidavit includes the Supplementary Budget Review 2020, it does not 
[V8 • P775 to 815] 

include the related budget speech itself. I accordingly attach pages 60-100 of the 

Supplementary Budget Review 2020 and the Supplementary Budget Speech 2020, 
[V8 - P775 to 815 and V10 - P946 to 959] 

marked ''NT3" and "NT4" respectively. I confirm their contents," and also the 

correctness of the affidavit by the Minister of Public Service and Administration insofar 

as it refers to the Minister of Finance, National Treasury and the budget. 

44. I confirm, in particular, that the financial burden caused by the relief the applicants seek 

is indeed unauthorised - both by Parliament, and by National Treasury, and also by the 
[V19 • P1905 to 1910] [A16.1] 

national State departments whose budgets are implicated. As ~e 16.1 'ji;e 

20 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Appl ication Bundle - Page 1037) 

ANSWERING AFFIDAVIT of the Minister of Finance in 

the Main Application under LC Case No. JS00/2020 
deposed to by Dondo Mogajane 

dated 17 July 2020 

[V19 - P1910] [V17 - P1655 to 1656) 

16 

DPSA answering affidavit reflects (p 6), clause 3 of the agreement had a total cost 
[V19 - P1910] 

implication of RllO billion plus an additional R30.2 billion (para 1), but no "new 

funds" had been "inject[ed] ... into the current personnel expenditure ceiling of 
[V19 - P1910] 

RI I Obn" (para 3). 

45. This renders, as mentioned, the relief contrary to section l(c) and the related public 

finance provisions of the Constitution and the PFMA, I am advised. Granting it would 

also result in inequitable intergenerational allocation of government debt, requiring 

future generations to service the debt incurred in respect of current civil servants' 

salaries. This would also violate the constitutional requirement of transparent, 

897 

accountable and effective financial management of the economy, debt and the public 1 O 

sector (contrary to section 215( 1) of the Constitution), and other fiscal policy principles 

governing public finance (including section 215(3)(b) and (c) of the Constitution). 

None of the relevant budgets has contained any proposal for financing the initial R30 
[V17 - P1655 to 1656) 

billion (and currently R37.8 billion) debt arising from clause 3 of the purported 

agreement which the applicants seek to enforce. Nor has any of these budgets indicated, 

as required, the borrowing or other forms of the public liability to be incurred as a 
[V17 - P1656) 

consequence of the purported agreement (and particularly clause 3.3). The enormous 
[V17 - P1656) 

debt that clause 3.3 alone imposes by far exceeds the avai1able funds allocated to the 

Department of Public Service and Administration and the rest of Government's public 

sector wage bill. 

46. There has, in short, been no compliance with the fiscal requirements imposed by the 

Constitution and relevant national legislation, including section 39 of the PFMA and 

Regulation 78 and 79 prescribed under the Public Service Act. This is, I reiterate, 

20 
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because the cost of the collective agreement cannot be covered by the budget of the 

Department of Public Service and Administration. As stated, there had been no written 

commitment by National Treasury to provide additional funds to cover the cost. Nor 

can the cost be covered by other departments or agencies. In any event, none of them 

has provided their written agreement to do so. Nor has National Treasury approved any 

such arrangement. 

47. Accordingly the collective agreement is mconsistent with the fiscal requirements 

imposed by regulation 79, and accordingly unauthorised by regulation 78. Since 

regulation 78(2)(c) precludes an executive authority from entering into such agreement, 

898 

the collective agreement in issue in this case is invalid and in any event unenforceable, 10 

I am advised. 

48. I amplify this by referring in what follows to the applicable fiscal constraints operating 

at the time when the collective agreement had been concluded, and the further fiscal 

constraints arising subsequently. 

Con/ex/ in wlzich the agreement was concluded: 2017 MTBPS 

49. The agreement was negotiated and concluded in a macro-economic and fiscal context 

recorded in the 2017 Medium Term Budget Policy Statement ("MTBPS"). By virtue 

of its public nature, knowledge of the content of the MTBPS is imputed to the 
[V2 - P121to122] 

applicants. These are accurately reproduced in paragraphs 30jf of the first respondent' s 

answering affidavit. Those involved in negotiating Resolution 1 of 2018 on behalf of 20 
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the applicants had actual knowledge of most if not all of these facts. They are indeed 

well-known generaJly. 

50. These facts include unprecedented under-collection of tax revenue; national debt then 

expected to amount to a massive 60% of GDP by 2022; and depressed GDP growth of 

only 0.7%. The 2017 MTBPS accordingly alerted the applicants' negotiators that 

Government could not afford wage increases above CPI. 

51. The public service has a legacy of above CPI salary increases. Over the decade 

preceding the 2017 MTBPS the average increase was more than 2 percentage points 

above CPI. This has disproportionate cumulative financial effects for Government. 

899 

Year-on-year growth above inflation results in a warped wage bill, ill-aligned to the 10 

buying power of the increased salaries, and drastically divorced from revenue reulities 

(which depend on GDP and GDP growth). The fiscal deficit resulting from multiple 

years' above-inflation salary increases is ever-increasing. 

52. The 2018 wage agreement is not simply the sequel to a decade of this spiral. It itself 

perpetuates and compounds the trend by yet further year-on-year above-inflation 
[V17 • P1655 to 1656] 

increases (as clause 3 reflects). This is not only irrational and inequitable viewed from 

the parties' perspective. It also prejudices Government's obligations under inter alia 

section 7(2) of the Constitution. Thus the public interest itself is directly and adversely 

affected. 
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19 

53. Yet, as the following year's MTBPS reflected (see annexure B to the 2018 MTBPS, 
[V3 - P240 to 246) 

comprising annexure "A5" to the DPSA answering affidavit), the public sector wage 

bill continued to account for a large and ever-growing proportion of consolidated 

Government spending. It represents the fastest growing item in the budget for the 

previous decade, and increased at an average of 11.2% annually. It is the increase in 

wages and remuneration (not increases in employment numbers) which creates this 

staggering trend. It was further compounded by the termination of the so-called practice 

of"clawing back". The effect was that in the many years that inflation was lower than 

900 

projected, public servants maintained a higher wage than was negotiated. This yet 10 

further detached the growth in the public sector wage bill from the economic reality. 

54. During the 2018 MTBPS period GDP has grown more slowly, resulting in wage bill 

expenditure rising from 8.9% to 11 .6% of GDP. This necessarily haemorrhaged public 

funds available for spending on goods and services and capital expenditure. What this 

means is that Government has not been able, as it would otherwise have done, to 

allocate public financial resources more munificently to fulfill its section 7(2) 

constitutional obligations. Whereas socio-economic rights had to be realised 

progressively, it is the wage bill which increased rapidly. This over-rapid increase in 

compensation spending is at the expense of necessary non-compensation spending (e.g. 

textbooks, teaching materials, school nutrition and transport; and their equivalents in 20 

respect of other fundamental rights). It is also at the expense of the headcount. The 

correct ratio between teachers and school children (or health workers and healthcare 

recipients) is required for fulfilling fundamental rights. 
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55. The wage bill grew steadily and disproportionately in real terms. For every additional 

Rand spent on public servants' salaries, the public in general is one Rand poorer in 

goods, services and infrastructure required for the fulfilment of their constitutional 

rights. Moreover, some of the constitutional rights at stake are, as mentioned, 

immediately realisable. They are therefore not subject to progressive realisation within 

available resources. Furthermore, unless revenue is indeed allocated as approved by 

Parliament in the budget, the disbursement of public revenue available for purposes of 

complying with Government's constitutional obligations is also not transparent and 

accountable. 

Continuing co11sequences ofco1tc/11sio11 oftlte agreement: 2019 MTBPS 

56. Nonetheless, the trend continued during the subsequent financial year. As the 
[V5 • P442 to 447] 

compensation data reflected in annexure B to the 2019 MTBPS (which comprises 
[V5 • P442 to 447] 
annexure "A23" to the DPSA answering affidavit) recorded, a very large proportion of 

national expenditure is attributable to state employees' salaries. By 2019 this share has 

grown yet further to 35.4%. Thus the growth trajectory rises steadily. It continued (as 
[V5 - P442] 

the 2019 compensation data reflected) to constitute "a source of spending pressure 

across government, squeezing out spending on other inputs and capital equipment". 

57. The fiscal effect is not only felt on Government's ability to afford its other constitutional 

901 

10 

obligations. It also affects the public service itself. This is, as the 2019 compensation 20 

data explains, because within Government' s budget for compensation there is 

necessarily a trade-off between employee numbers and remuneration figures. The more 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1042) 

ANSWERING AFFIDAVIT of the Minister of Finance in 

the Main Application under LC Case No. JS00/2020 
deposed to by Dondo Mogajane 

dated 17 July 2020 

21 

rapid the rise in remuneration, the slower the increase in personne) numbers. When 

salaries rise faster than the budget as a whole, an increase in salaries results in 

departments' having to reduce headcounts. This ever-present dynamic is critical in a 

public finance setting seeing slow revenue growth. 

5 8. Revenue growth in South Africa has grown slowly since the world-wide financial crisis 

of 2008. Yet between 2006 and 2019 spending on public servants' salaries has more 

than tripled. This is mostly as a result of above-inflation remuneration increases. 

59. The effect of this trend is that public servants in the national and provincial government 

spheres of government earn some 20% of all wages earned in the non-agricultural 

902 

formal sector of the entire economy. Even on a conservative estimate (which does not 10 

account for temporary workers, of which there nre mnny in Government 1 s expanded · 

pub1ic works programme) the average annual increase in public service remuneration 

has been 8%. This is more than 10% higher than the rate of increase of employees in 

the rest of the economy. (Even then this calculation understates the true gap. This is 

because the rate of growth of average wages in the private sector is inflated by top-

earners' rapid remuneration increases. In the public sector the remuneration of top 

earners - thus those at salary levels 13 and above, to which Resolution 1 of2018 does 

not relate - did not increased rapidly.) The result is an ever-expanding gap between 

public sector and private sector remuneration growth. 
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60. The causes and extent of this phenomenon is explained in a report prepared by Mr 

Anthony Altbeker of National Treasury's Public Expenditure & Policy Analysis 
[V10 - P960 to 967] 

directorate. It is attached, marked "NTS", and confirmed by the accompanying affidavit 
[V12 - P1130 to 1135] 

by Mr Altbeker. His expertise is summarised in his accompanying affidavit. His 

analysis has been prepared recently, specifically for purposes of explaining 

Government's current fiscal constraints. 

61. Mr Altbeker demonstrates that compensation spending (i.e. spending on government 

employees' salaries) has grown much more quickly than the budget and tax revenues. 

903 

Whereas government spending on compensation increased by 261 % between 2006/07 10 

and 2019/20, the economy grew by only 170%. As a result compensation spending 

accounted for 42% of tax revenue in 2019/20. Debt increased by 293% during the 

decade ending in Government's 2019/20 financial year. A key driver of this increase 

was the burgeoning wage bill. The wage bill not only contributed to government debt, 

but of course also to the rapidly rising cost of servicing debt. The rise the cost of 

servicing debt is a consequence of Government's credit downgrading below investment 

grade. And the downgrade is, in tum, a result inter alia of debt levels (of which the 

wage bill is a considerable contributor). Thus the wage bill creates a vicious fiscal 

circle. 

62. The adverse credit rating the wage bill begot signals to potential investors that the risk 20 

of South Africa's debt has increased to such extent that Govemment might not have 

enough money to pay back what it borrows. Hence Government cannot simply borrow 
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more money to service this increasing debt. It is neither financially feasible nor fiscally 

prudent. Nor is it equitable, since the existing expenditure and cost of past borrowing 

to fulfil the wage bill has already squeezed out other kinds of spending. Regrettably 

capital investment and expenditure on the other inputs necessary for service delivery to 

fulfil Government's constitutional obligations had been squeezed out by compensation 

spending. Concrete examples of such cost items include school textbooks and medical 

equipment. 

63. Textbooks (a concept used invariably as shorthand to include also so-called workbooks 

and similar contemporary teaching materials) constitute a significant component of 
[V10 - P968] 

904 

education costs. This has been recognised long since, as analysis titled Administered 1 O 

Prices: Education - A report prepared for National Treasury reflects. It is attached, 
[V10 - P968 to 997] 
marked "NT6". It estimated the cost of textbook provision at the time of the nnnlysis 

as comprising RI billion per year. Since textbooks constitute a crucial input item in 

promoting learning, it is not a negotiable budget item which can be displaced by the 

public sector wage bill. To do so would violate section 28 and 29(1) of the Constitution, 

I am advised. As I have already mentioned, neither of these constitutional rights is, I 

am further advised, dependent on the availability of funding. They are, from a 

constitutional perspective, immediately realisable under sections 28 and 29 of the 

Constitution. From a fiscal perspective the effective and expeditious education of the 

country's youth is imperative to the country's economic welfare. Timeous textbook 20 

provision as part of a constitutionally-compliant basic education programme prevents 

tomorrow's taxpayers from turning into social-welfare dependants. 
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64. I am advised that courts, too, have confirmed the imperative of fulfilling the 

constitutional entitlement of children to receive textbooks at State expense. The same 

applies to school transport and facilities. The reopening of schools after the Covid-19 

lockdown itselfincreased budgetary burdens on government. For instance, the Western 

Cape Department of Basic Education reported in an article published on 7 July 2020 by 

Politicsweb that it had had to spend R450 million on reopening schools. If the same 

amount is expended throughout the country, the total would exceed R4 billion. 

65. Essential service delivery to children and other bearers of constitutional rights are 

incomplete without the necessary infrastructure (e.g. school transport) and 

905 

complementary input items (e.g. textbooks). Service delivery through Government's 10 

employees (e.g. teachers) is only one aspect of Government's compliance with its 

constitutional obligations. Government has demonstrated its amenability to pay 

appropriate amounts towards civil servants' salaries. However, Government is 

simultaneously constitutionally compelled to expend scarce resources on teaching and 

other service-delivery infrastructure over and above human resources in the form of 

public servants. 

66. The number of public servants has increased by only 15% from 2006/07 to 2019/20 

from 1.147 million employees to 1.317 million. During the same period the average 

remuneration in the public sector increased by 193%. What this means is that 78% of 

the increase in the public wage bill is attributable to higher remuneration, and 22% is 20 

attributable to additional appointments. The result is an increase over the same period 

of public service salaries at an average of 9.4% per year. This when the average 

inflation rate was only 6.5%. 
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67. Nonetheless, yet further inflation-beating increases were purportedly imposed pursuant 
(V17 - P1655 to 1656) 

to clause 3 of Resolution 1 of2018. The effect is a wage bill snowballing out of all 

proportion, eclipsing the budget available to fulfil Government's socio-economic and 

other constitutional obligations. 

68_ The cwnuJative effect of salary increases, adjustments and progression is (on some 

estimates) a 44% increase between 2006/07 and 2019/20. However, this estimate 

substantiaJly understates the reality. Corrected to counteract the occluding effect of 

retirement by more senior officials (who are replaced by more junior officiaJs 

remunerated at lower saJary scales), the inflation-adjusted remuneration for public 

906 

servants increased on average by 70%. Tiris is self-evidently exorbitant and far exceeds 10 

any plausible measure of the increase in productivity over the period. It is also entirely 
[V17 - P1656] 

unsustainable. It cannot be yet further increased, as the enforcement of clause 3.3 

contrives. 

Concurrent analvsis of consequences 

69. This is further confirmed by an analysis conducted by Dr Duncan Pieterse, who is the 
[V10 - P998 to 1011) 

acting Head of Economic Policy at National Treasury. It is attached, marked "NT7", 

and confirmed by Dr Pieterse's accompanying affidavit. 

70_ As Dr Pieterse's analysis reiterates, Resolution 1 of 2018 is unaffordable. Enforcing 
[V17 - P1655 to 1656] 

clause 3 is fiscally untenable in the light ofrecent GDP growth outcomes_ The clause's 

financial feasibility founders ifinflation or GDP growth is lower than initially asswned. 20 
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What in fact occurred was that the annual increases in average remuneration were 3% 

higher than inflation between 2006/07 to 2018/19. Over the same period, economic 

growth averaged 2.2%. 

71. Unfortunately the budget balance deteriorated from a surplus of 0. 7% of GDP in 2007 

(before the 2008 global financial crisis struck) to a deficit of 6.3% in 2019. Hence the 

imperative to reduce the public sector wage bill, as inter alia the 2020 Budget Review 

recognises. It contemplates that compensation budgets be increased by no more 

than 1.6% for the 2020/21 financial year. This is based on the best interests of civil 

servants themselves, and the broader South African population. 

72. The general population is prejudiced if civil servants are reduced in number. This may, 

for instance, reduce the staff establislunent of the Department of Basic Education. This 

would mean fewer teachers, thus reducing the teacher/learner ratio below the applicable 

norm. 

73. Viewed from the perspective of civil servants themselves, the same applies. It is more 

equitable to spread wage-bill deficits as broadly and thinly as possible throughout the 

employee establishment. This is done by devolving the deficit onto the entire public 

sector (comprising 1,3 million state employees) instead of visiting it entirely on 

individuals whose jobs would otherwise have to be terminated. Public-sector wide 

spreading of the wage bill deficit is particularly equitable in circumstances where all 

907 

10 

public sector employees have been the beneficiaries of above-inflation increases over 20 

the decade pre-dating Resolution 1 of 2018. They have, moreover, also all benefitted 
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for the increase under clauses 3 .1 and 3 .2 of Resolution 1 of 2018 during the 

immediately preceding financial years. 

74. This approach is also inter-generationally more equitable. Remedial action taken now 

requires less austerity in future throughout the entire field of government expenditure. 

The recovery of the economy from the Covid-19 pandemic requires flexible 
[V17 - P1656] 

Government spending which cannot be arrested by clause 3.3 of Resolution 1 of2018. 
[V17 - P1655 to 1656] 

Had clauses 3.1 and 3.2 and other causes of fiscal imbalances been remedied earlier, 

Government would have been better positioned to respond to the financial crisis caused 

by Covid-19. If the fiscal consequences of Covid-19 are not carefully controlled, South 

908 

Africa may face a sovereign debt crisis. Examples of such crises - even absent any 1 O 

pandemic - abound. Two other BRICS countries, Brazil and Russia, have endured 

sovereign debt crises. Ukraine, Pakistan, Uruguay, Turkey and Mexico have similarly 

experienced debt crises. The Covid-19 pandemic may cause more countries to succumb 

to sovereign debt. 

75. It is therefore fiscally untenable to continue expending increasingly scarce public 

finance resources on ballooning public service salaries. It is unaffordable, it inflates 

Government debt; it increases the cost of financing debts, it impedes service delivery 

(and the provision of infrastructure critical to service delivery), and - by increasing 

macroeconomic risk- slows growth across the economy as a whole. Unless brought 

under control, ultimately South Africa will be impoverished to the extent that it is 20 

altogether impossible to afford any aid to its most vulnerable individuals. This, 

incongruently, because the approach adopted by the Public Service Association et al in 
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this litigation - in insisting on increases in their members' remuneration in excess of 

inflation - impedes public service delivery. 

Concurring analvsis on consequences 

76. A third fiscal analysis, conducted by National Treasury's Chief Director Data Analysis, 

Mr Hennie Swanepoel, further confirms the economic dilemma precipitated by South 
[V10 - P1012 to 1021] 

Africa's burgeoning wage bill. Mr Swanepoel's analysis is attached, marked "NT8", 
[V12 - P1142 to 1145] 

and confirmed by his accompanying affidavit. 

77. It reflects the reduction in. Government revenue, and particularly the R304 billion 

revenue reduction in the current financial year as a consequence of the Covid-19 crisis. 

909 

Mr Swanepoel's analysis also confirms the trends in the public sector snlnry bill, and 1 O 

explains the implications for service delivery. In short, while - and indeed because -

public sector compensation spending has tripled (reflecting an increase in real terms 

of 66%) between 2006/07 to 2018/19, transfer payments have been reduced by R244.2 

billion over the same period. Transfer payments include provincial and local 

conditional grants and transfers to public entities and households in the form of social 

grants. Their reduction adversely affects all citizens, but particularly the poorest of the 

poor. 

[V17 - P1656] 
78. . The enforcement of clause 3.3 will thus yet further exacerbate a stark reality: public 

servants' salary increases eat into social welfare. This in a context where, 

between 2007/08 and 2019/20, some 33% of all government spending was in respect of 20 
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state employees' remuneration. Transfers to households (which include social grants) 

comprised less than half of this: 16%. 

79. In order to stabilise government debt, recent budgets have sought to reduce allocations 

80. 

to a number of government functions and departments. These had already been 

introduced in the previous budgets, but also featured in the 2020 Budget. The latter 

include a reduction of Rl3.2 billion in respect of public transport; reductions ofR5.2 

billion in respect of basic education and higher education; and reductions of R3.9 billion 

in respect of the Department of Health. There is therefore no scope for yet further 
[V17 • P1656] 

reductions to counteract the fiscal effect of enforcing clause 3.3. 

Indeed, the unavoidable Covid-19 fiscal relief package extended by Government has 

exacerbated the budgetary dearth. Government has introduced a set of economic relief 

measures amounting to RSOO billion. These combine tax relief, loan guarantees, 

balance sheet drawdowns, and spending measures. The spending measures amount to 

Rl90 billion, of which Rl45 billion is provided immediately, as outlined in the 

supplementary or adjustments budget tabled on 24 June 2020. They seek to respond to 

the devastating consequences of the Covid-19 pandemic. Further details regarding 

these allocations are provided in the aforementioned report prepared by Mr Swanepoel. 

The Rl45 billion relief package came at a cost of suspending RI00.9 billion of spending 

on national and provincial departments. The immediate net effect is a main budget 

deficit ofR36 biJlion. 

910 

10 

20 
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81 . At the same time Government has had to adopt also special Covid-19 tax measures. 

These amount to R 70 billion of deferred or foregone revenue. Details of these measures 
[V10 - P1022] 

are set out in the attached table, marked "NT9". 

Supplementary Covid-19 budget speech 

82. Government's priority was (and remains), as the supplementary Covid-19 budget 

speech records, to adopt measures to save hwnan lives. As the Minister stated, once 

the crisis has been averted, South Africa's fiscal survival must be attended to with equal 

energy as a matter of emergency. 

83. Stabilising debt by realigning spending patterns is fundamental to South Africa's 

911 

economic revival. Debt is South Africa's Achilles heel. It accounted for 21 cents in 1 O 

every Rand of tax revenue collected in 2020/21 . Reducing debt is crucial to the public 

interest in that it reduces interest rates for everyone. It is essential for investment and 

economic growth. Especially now that the economy is expected to contract by 7 .2% in 

real terms (i.e. after accounting for inflation) in 2020. 

84. As mentioned, it was economic growth (not contraction) which had been anticipated in 

the historic cumulative increases of the wage bill. Since this had not eventuated, state 

employees' salaries increased out of proportion to GDP. This itself resulted in an 

increase in Government debt. There is therefore a direct relationship between South 

Africa's fiscal difficulty (turned emergency amid the Covid~19 pandemic) and the 

public sector wage bill. 20 
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85. Public sector jobs are presently secure. But, as the Minister's Covid-19 budget speech 

recorded, throughout the world tens of millions of jobs have been destroyed; and 

unemployment in South Africa itself had increased to 30.1 % even before the effects of 

Covid-19. The result is the most extensive collapse in global per capita income 

since 1870. 

86. Yet the labour unions contend in these immediate circumstances for a year-on-year 

87. 

increase off a high base, claiming a contractual "entitlement" in the current climate to 
[V17 - P1656) 

enforcement of clause 3.3 of the collective agreement. This is not in solidarity with 

other workers in the rest of the country, nor is it consistent with the constitutional ethos. 

There is quite clearly no funding available for rolling increases in the public sector's 

salaries. Virtually every line item in the budget has had to bear the brunt of the Covid-

19 socio-economic disaster. 

88. As the 2020 supplementary budget speech reflects, the fiscal framework for 2020/21 

reflects a consolidated budget deficit of R761.7 billion. South Africa's spending will 

exceed R2 trillion. Tax revenue collected thus far for the 2020/21 period is already 

R35.3 billion behind target. It is expected that the tax target for the 2020/21 period will 

ultimately be missed by over R300 billion. This is at least in part attributable to job 

losses and consequential losses in taxable income. It is therefore untenable to further 

compound fiscal constraints by imposing a still further above-inflation increase in 

912 

10 

public sector wages. And this while private sector jobs (and their associated taxable 20 

revenue) are destroyed by the Covid-19 pandemic, and public sector jobs are being 

preserved by Government. 
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89. There is, furthermore, simply no scope for additional borrowing to fund the deficit 

deepened by the increase for which the applicants contend. Government must already 

borrow some US$7 billion from international financial institutions to cope with the 

Covid-19 pandemic. At the time of the 2020 Supplementary Budget it was projected 

that gross national government debt would increase from R3.26 trillion (which 

represents 63.5% of GDP) to R3.97 trillion (which represents 81.8% of GDP) 

in 2020/21. Incurring additional government debt would yet further increase the 

borrowing costs of all South Africa's businesses and households, limit investment and 

thus decrease employment levels. If investors perceive Government's fiscal position to 

913 

be vulnerable, market concerns arise regarding South Africa's ability to weather future 1 O 

macro-economic disruptions (including accelerated inflation; increased taxes; 

defaulting on debt; or any financial crisis). Such concerns disincentivise investment in 

financial assets, infrastructure and commercial activities. 

90. Importantly, additional debt would also further undermine South Africa's sovereign 

debt situation. It is fiscally untenable under the Covid-19 circumstances, which 

catapulted South Africa into a situation where public finances are dangerously 

overstretched - as the Minister said in his 2020 supplementary budget speech. South 

Africa is indeed in danger of being overwhelmed by debt. Should this occur, 

devastating effects - especially for the poor, and essential service delivery on education 

and other public policy priorities entrenched by the Constitution - will follow. To this 20 

the 2020 supplementary budget speech specifically referred, citing examples from 

Argentina, Germany, Greece, Zimbabwe, and even apartheid South Africa. 
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91. It is in this context that the 2020 supplementary budget speech reiterates the value 

Government attaches to the important work performed by public servants. But the 

urgent need for negotiations - already initiated months ago by government, but 

regrettably rejected repeatedly (as the founding affidavit reflects)- remains. It is 

crucial to the public interest that a balanced solution for appropriate, affordable, fair 

and sustainable compensation be found. This is, from a fiscal perspective, imperative 

to the viability of the extraordinary Covid-19 budget. This emergency measure was 

designed by National Treasury and adopted by Parliament in fulfilling Government's 

constitutional duty to save lives, protect livelihoods, and ensure a financial future for 

South Africa and its people. 

92. As the accompanying explanatory memorandum to the extraordinary Covid-19 budget 

review (and its addenda) reflects, there are simply no residual financial resources 
[V17 - P1656) 

available to fund the implementation of clause 3.3. Even one of the most crucial and 

immediate constitutional obligations, basic education, has seen a net reduction in 

funding of R2.095 billion. This reduction affects 12 million school children, and is to 

be seen in the light of the reduction in the vote on employment and labour (which 

amounts to R262 million). 

Situation as at Julv 2020 

93. In the light' of the developing Covid-19 crisis, National Treasury has further assessed 

914 

10 

the situation as reflected in the above budget documents and analyses. I attach, 20 
[V11 - P1023 to 1063) 

marked "NTl O", a report prepared under the supervision of Mr Edgar Sishi, the head 
[V12 - P1146 to 1150) 

of National Treasury's budget office. Mr Sishi's confirmatory affidavit will be filed 
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with this affidavit. His report confirms many of the above submissions, and 

demonstrates that the same considerations continue to apply. In fact, the updated 

information indicate that the situation has worsened. 

94. Mr Sishi's report summarises the situation since February 2020, when the third rating 

agency downgraded South Africa's public debt to speculative grade ("junk status"). 

Macro-economic analysis confirms that downgrading a country's debt rating have 

wide-ranging adverse effects. It results in higher risk premiwns; increases the cost of 

borrowing from capital markets; narrows the range of institutions capable of investing 

in South African debt; increases the yield on long-term goverrunent bonds; decreases 

915 

investment and consumption; imposes upward pressure on inflation, making all imports 10 

(including crude oil, which is considered the life-blood of any economy) more 

expensive; potentially slows GDP growth; reduces the ability of the South African 

economy to create employment and combat inequality; substantially increases interest 

rates; and makes Government debt more expensive to repay, and the prospect of 

incurring new debt more difficult and expensive. 

95. As Mr Sishi's report reflects, Government overspent its 2019/20 budget by R7 billion. 

This placed severe additional strain on the 2020/2021 budget. The latter budget must 

now also bear the worst global economic crisis since the Second World War. Its effects 

are expected by some to exceed the impact of the Great Depression. In its wake job 

losses, business failures and reduced foreign investment are inevitable. While tax 20 

revenues are now expected to fall by a further R304 billion, Government has had to 

apply R500 billion to respond to the Covid-19 crisis. Of this amount Rl 90 billion 

represent new spending measures, thus not merely budgetary reallocations. 
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96. Simultaneously the Rand has depreciated by 18% to the US Dollar between January 

and June 2020, a result attributable at least in material part to Government's debt burden 

and perceptions regarding the risk of defaulting on it. Perceptions of increased risk 

manifest also in a rising risk premium on government debt. It rose from 3.2% by 

end 2019 to 5.2% by 15 June 2020. Amid worsening market dynamics Government's 

gross borrowing requirement has tripled during the last three years. And since 

February 2020 gross government borrowing requirements have increased by R344.2 

billion to R776.9 billion. Budget deficits and gross government borrowing 

requirements of this scale cannot be funded or sustained beyond 2020/21. 

97. As the Sishi report reflects, between 2007 /08 (prior to the global financial crisis and 

resulting recession) and 2019/20 (prior to the Covid-19 economic crisis) public sector 

spending grew by an average of just under 10% annually. Spending on compensation 

grew more quickly, at 10.3%. However, tax revenue grew by only 7.5% per year over 

the same period. The gap between the rate of growth of spending and the rate of growth 

of taxes resulted in a budget (which had been in balance at the time of the 2008 global 

financial crisis) falling into increasingly large deficits between 2009/10 and 2019/20. 

This in turn resulted in rapidly rising public debt, increasing six-fol!i (from R577 billion 

in 2007/08 to R3.3 trillion in 2019/20). Thus public debt rose from 27.8% of GDP 

to 63.2% in 2019. Before the Covid-19 emergency, debt was expected to rise by 

916 

10 

another R300 billion to R3 562 billion in 2020/21. However, this figure has now had 20 

to be revised upward (by a further R412 billion) to R3 974 billion. lbis is attributable 

to the collapse of tax revenue during this year. Accordingly, the projected ratio of debt 

to GDP is now expected to rise to just below 90% by the end of the MTEF period. 
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98. The updated information reflected in Mr Sishi's report further reveals that whereas it 

99. 

had previously been calculated that compensation spending would amount to 42% of 
[V17 - P1656] 

tax revenue, this figure is now 51 %. If clause 3.3 (for which, as mentioned, the budget 

made no provision) were to be implemented, the figure creeps closer to 60%. This in 

circumstances where the average remuneration in national and provincial government 

exceeded the average remuneration in the private sector during 2019/20 by 40%. This 

gap is currently increasing. The public sector's remuneration increased by 12 

percentage points higher than the private sector's. 

The public sector of South Africa is remunerated at a level which is also higher than 
[V4 - P280 to 290] 

public servants in comparable countries. IMF data (to which annexure "A6" to the 

DPSA answering affidavit refers) reflects that South Africa pays 31% more than the 

emerging market average viewed as a ratio of earnings to GDP per capita. Similarly 

the Organisation for Economic Co-operation and Development reported in 2017 on 

South Africa, recording that the country's compensation of public servants accounted 

for a larger share of GDP than any country in South Africa's peer group. Relative to 

each country's GDP per capita, South African police officers are paid more than any 

other country surveyed by the OECD. And doctors and nurses in the South African 

public service receive respectively 12 and 4.5 times more than the level of GDP per 

capita. Their colleagues in comparable income group countries are paid only 2.2 

917 

10 

and 2.7 times the level of GDP per capita. South Africa has fewer public servants per 20 

capita than is the norm. Yet a higher proportion of GDP is spent on public sector 

remuneration than is the norm in other countries. 
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100. Exorbitant spending on public servants' salaries exacerbates diminishing public sector 

employment. For instance, the headcount has shrunk in both public health and policing 

by 3% between 2012/13 and 2018/19. Education has grown by only 1 % over these six 

years. But in the light of the population growth of 1. 7% per single year, this is in real 

terms a significant regression. In the face of rapid increases in remuneration (which 

have grown by about 4% a year in inflation-adjusted terms), provincial education 

departments have had to resort to hiring freezes, leaving vacant posts unfilled, with 

negative implications for the teacher-learner ratio. Simultaneously inflation-adjusted 

spending on education support materials (like textbooks) has decreased by an average 

918 

of 3 % annually since 2007 /08. Spending on training staff and bursaries for vocational 10 

training decreased by 4% in real terms over the same period. Insufficient funding for 

teacher training, learner and teacher support materials, and education infrastructure 

adversely affects education outcomes. 

101. Such regression is, I am advised, inconsistent with Government's constitutional 

obligations. They require either progressive or immediate realisation. But the 

diminution is regrettably quite consistent with the adverse fiscal effects of a wage bill 

surpassing the growth of the rest of the budget. This has a so-called crowding out effect. 

The wage bill crowds out (i.e. displaces) expenditure not only on complementary inputs 

(like textbooks and medical equipment) and spending on infrastructure, which 

undeniably has an adverse effect on service delivery. At the macro-economic level, it 20 

has also increased indebtedness, which (as mentioned) increases borrowing costs. This 

in tum invariably increases economic risks and the costs of borrowing in the entire 

South African economy. In its tum, the resulting reduction in investment yields slower 

growth and less employment. 
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102. Thus the public sector wage bill has a negative effect on employment throughout the 

South African economy, not only in the public sector. There is therefore no 

countervailing section 23 argument available to the applicants to foil the unanswerable 

Bill of Rights claims and demands on Government and the deficit fiscus. 

103. Mr Sishi's report establishes that the wage bill deficit is incapable of being bridged by 

increasing truces. Despite the large true increases introduced between 2015116 

and 2017/18, the tax-to-GDP ratio did not improve. Instead, the shortfall in expected 

revenue grew progressively larger. There are, moreover, no gaps in the tax system 

capable of generating significant increases in revenue. Firstly, personal income taxes 

919 

already amount to almost 40% of all tax revenue. This is relatively high compared to 1 O 

South Africa's peers. Secondly, the Davis Tax Commission concluded that wealth tax 

is unlikely to generate significant revenue. Thirdly, VAT has already been increased 

to 15% without the desired effect. Fourthly, corporate tax rate is already high compared 

to South Africa's peers and the quantum of taxable profits has diminished. In any event, 

increasing corporate tax has adverse impacts on the prices of goods and services, and 

on job creation by corporations. Increasing taxes risks further retarding economic 

growth by reducing the expected returns for investing in businesses. Fifthly, the Covid-

19 pandemic depletes taxpayers' taxable income. Personal income is, as the 2020 

Supplementary Budget Review recorded, under significant pressure resulting from job 

losses, labour unavailability and employers' inability to pay full salaries arising from 20 

the Covid-19 pandemic. This renders it inequitable and indeed impossible to tax 

individuals yet further. Particularly for purposes of affording above-inflation increases 

to public servants' salaries that are already higher than salaries in the private sector. 

~· W> 
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Government relies on a sustainable private-public partnership to share the socio-

economic burden arising from the Covid-19 crisis. 

104. Equities apart, the shrinking of income in any event presupposes that a very substantial 

increase in tax would have to be imposed on a decreasing tax base. This would reduce 

tax morality and impede effective revenue collection. Also for this reason it would be 

ineffective and counterproductive. It would risk further micro-economic disruptions at 

a time when this cannot be afforded; and no countervailing benefits would compensate 

for such risks. 

105. Similarly the wage bill deficit is incapable of being funded from elsewhere. As 

920 

the 2020 Supplementary Budget Review reflects, in 2020/21 South Africa's 10 

consolidated budgetary deficit is projected to increase yet further (from 6.8% as 

estimated in the 2020 Budget) to 15.7% of GDP. This trend is to be reversed (not 

propelled by incurring yet further debt) in order to prevent a sovereign debt crisis. 

Otherwise debt will quickly spiral beyond 140% of GDP. Already at this stage, 

however, the large deficit demonstrates irrefutably the unaffordability of implementing 
[V17 - P1656) 

clause 3.3_ Now that the deficit has been increased by the Covid-19 pandemic's 

destruction of productive capacity, and required extensive Government interventions 
[V17 - P1656) 

with far-reaching fiscal consequences, funding for clause 3.3 simply does not exist and 

cannot be created. 

106. This is quite consistent with a study published by the World Bank well before the 20 

Covid-19 pandemic, and even before South Africa's credit rating had been downgraded. 

The 2015 study analyses the distributional impact of fiscal policy in South Africa. It is 
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attached, marked "NTl 1 ". The study refers favourably to the progressive quality of 

South Africa's fiscal policy, and its equalising and poverty-reducing effects. However, 
[V11 • P1065] 

it points out that "the levels of inequality and poverty that remain still rank among the 
[V11 - P1068] 

highest in middle-income countries". This despite Government having "[s]ince the end 

of apartheid ... progressively expanded its fiscal programmes to help address poverty 

and inequality while maintaining sound fiscal indicators". 

[V11 - P1068] 
107. The World Bank's study also acknowledges that ''in recent years fiscal space has 

[V11 - P10~8] 
become more limited." As a consequence of ''the [2008] global financial crisis and the 

slowdown in economic growth in South Africa, the government pursued a 

921 

countercyclical policy that preserved spending'', the study correctly reflects. It 10 
[V11 - P1069] [V11 - P1069] 

comments on the "particular relevance" of ''the contribution of fiscal policy" in the light 
[V11 - P1069] [V11 - P1069] 

of the "constrained fiscal environment" to reduce "market-determined levels of 

inequality and poverty". Some 50% of South Africa's total government expenditure 

should in terms of the study be devoted to social spending. These include progressive 

spending on education, health, social grants. 

[V11 • P1099] 
108. The study further finds that South Africa is "highly effective at distributing fiscal 

[V11 - P1101] 
resources towards the poor and reducing inequality". It concludes that "South Africa 

[V11 - P1101] 
performs very well when compared with other middle-income countries", "but that 

levels of inequality and poverty that remain are higher than in other countries" and that 
[V11 - P1101] 

''the level of inequality and poverty in South Africa ... remains unacceptably high". 20 
[V11 - P1101] 

The problem, as the World Bank accepts, is that "South Africa's fiscal deficit and debt 

indicators show that the fiscal space [to improve the quality of service delivery to the 
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poor] is extremely limited and little room remains on the macro front to spend more to 

achieve even greater redistribution." 

109. There is therefore,"already since 2015, on the World Bank's independent assessment, 

no surplus fiscal means to comply with Goverrunent's constitutional and developmental 

priorities. No budget surplus exists which can be redistributed to civil servants' salary 
[V17 - P1656] 

increases pursuant to clause 3.3. 

110. The subsequent budgetary material and analyses to which I have referred above confirm 

this fiscal reality. I place this extensive material before the Court to ventilate 

Goverrunent's fiscal situation as fully as possible, and enable the Court's full scrutiny 

922 

insofar as this is required and may assist. National Treasury has already defended 10 

Government's difficult budgetary decisions before Parliament, and is prepared to do so 

before this Court as may be appropriate. I nonetheless respectfully ask that the other 

arms of Government be afforded the appropriate degree of respect required, I am 

advised, under the doctrine of separation of powers. I am further advised that the 

Constitutional Court confirmed that issues similar to those arising from this application 

fall "in the heartland of executive-goverrunent function and domain' concerning 

'policy-laden and polycentric decision-making"', and therefore warrant judicial 

deference. 

C. Trayersal of the founding affidavit 

111. Against the above background I turn to traverse the averments advanced in the founding 20 

affidavit to the extent that they retain ·residual relevance. Also in this regard it is 
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regrettably not possible under the current Covid-19 circumstances to provide a full 

factual traversal of all matters as they relate to all events, some occurring years ago 

under a previous administration and other Ministers of Finance and other portfolios. 

112. It follows that contentions contained in the answering papers which are not specifically 

traversed should be treated as denied insofar as they are inconsistent with this affidavit 

or other parts of the respondents' answering papers. 

Ad paragraphs 1 to 3: Formal submissions [V1-P11] 

113. The deponent does not assert any authority to act on behalf of any applicant other than 

the first. It necessarily follows that the further applicants are not properly before this 

Court, and that on this basis alone the application in their names fails. 

114. Although he claims personal knowledge except insofar as the context contradicts this 

claim, it is clear that the crucial facts relating to the validity and enforceability of the 

contract on which the applicants rely are not within the deponent's knowledge at all. 

He did not attend many of the meetings to which he refers. The confirmatory affidavits 

are purely formal and cast no light on what actually transpired at those meetings. 

115. Nor, as I have pointed out, does the applicants' deponent make any legal submission 

(despite invoking the advice of the first applicant's legal representatives) to the effect 

that the resolution sought to be enforced is valid, or that that applicable clause is 

enforceable (i.e. not contrary to public policy in the prevailing circumstances), or that 

923 

10 

the relief sought is just and equitable. For the reasons provid~d in this affidavit (and to 20 
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be addressed in legal argument to be advanced at the appropriate stage), the validity 

and enforceability of the resolution is disputed. Granting the relief sought is not just 

and equitable. 

Ad paragraphs 4 to 23: The parties [V1 - P12 to 15) 

[V1 - P12] 

116. Save to deny that any part of the resolution "became part of the terms and conditions of 

the employment contracts" of any member of any employee insofar as the resolution is 

unlawful, no issue arises. 

[V1 - P14] 
117. It is correct, but grossly understated, that ''the order sought by the applicants have 

[V1 - P14] 

implications for the fiscus" (para 14). The "implications for the fiscus" are drastic, as 

924 

the answering papers show. So are the implications for the rule of law (which requires 10 

compliance with statutory requisites), and budgetary approval by Parliament (which is 

a manifestation of the separation of powers). Thus the relief sought implicates not only 

the Bill of Rights (in that the billions of public funding claimed adversely affect 

Government's ability to respect, promote, protect and fulfil the rights in the Bill of 

Rights) but also the founding principles of the Constitution. 

[V1 - P14) 

118. To the extent that "the department of Public Services [sic] and Administration ... acts 

as the collective bargaining agent for all the departments in the public service" it had to 

act within its mandate and legal authority. It did not do so, as the answering affidavit 

of the Minister of Public Service and Administration confirms. I am advised that the 

legal consequence is that the resulting resolution is unauthorised; invalid and 20 

unenforceable. 
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119. The applicants invoke section 77(3) of the Basic Conditions of EmpJoyment Act 75 

of 1997 ("the BCEA") for purposes of this Court'sjurisdiction. Section 77(3) provides, 

I am advised, for concurrent jurisdiction shared between this Court and civil courts 

where contractual disputes constitute the cause of action. I accept this Court's 

jurisdiction under the BCEA. I am advised that the BCEA's purpose is "to advance 

economic development and social justice by fulfilling the primary objects of this Act". 

The Act's primary objects are to give effect to the right to fair labour practices (which, 

as mentioned, the applicants do not invoke), and to give effect to South Africa's 

obligations as a member of the International Labour Organisation ("the ILO"). 

120. The ILO's data on the labour market impact of the Covid-19 pandemic demonstrates 

devastating effects on workers, particularly in the informal economy and on hundreds 

of millions of enterprises worldwide. It reported that 1.6 billion workers in the informal 

economy (comprising almost half of the global workforce) stand in immediate danger 

of having their livelihoods destroyed. These employees are the most vulnerable in the 

Jabour market, the ILO states. Public sector emp]oyees are, I submit, the most secure. 

121. The ILO data further reflects that the first month of the Covid-19 crisis is estimated to 

have resulted in a drop of 60% in the income of informal workers globally, and a drop 

of 81 % in Africa. Without alternative income sources, these workers and their families 

will have no means to survive, the ILO observes. 

925 

10 

20 
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122. The South African Government adopted wide-ranging emergency measures to avert 

fatalities from financial and medical conditions consequent to the Covid• 19 pandemic. 

In doing so it has heeded the ILO's "calls for urgent, targeted and flexible measures to 

support workers and businesses, particularly smaller enterprises, those in the informal 

economy and others who are vulnerable." 

123. The above is reflected in the United Nation's "Policy Brief: The World of Work and 
[V11 • P1116 to 1117) 

COVID-19", attached marked "NT12". It provides an up to date (as at June 2020) 

international context in which this case arises. More recent data relating to the situation 

specifically in South Africa and Southern African is not currently available to me. 

926 

124. The context provided by the ILO' s own observations is the relevant labour milieu. It is 10 
[V17 - P1656) 

in this setting .that the applicants simply assert a contractual claim to enforce clause 3 .3 

of the resolution, claiming an "entitlement" to the relief they seek. As mentioned, no 

entitlement under section 23 of the Constitution is alleged, and no reliance is placed on 

any provision of any national legislation giving effect to the right to fair labour 

practices. This right is, unlike most other Chapter 2 rights, explicitly subject to 

limitation by legislation (as yet further contemplated also by section 36 of the 

Constitution). 

125. It is accordingly denied that any entitlement to the relief exists in the circumstances of 

this case, or that such relief is just and equitable. 
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126. I note the applicants' concession that the DPSA's "mandate" as "agent" for the State is 
[V1-P16] [V1-P16] 
"conferred ... by the Constitution of the Republic of South Africa" (para 26). Both the 

mandate and the empowering provision were exceeded, and the Constitution infringed, 

as I have demonstrated above. 

127. The applicants' portrayal of the 2018 negotiations, the events leading up to it, and its 

aftennath is materially incomplete. The actual factual position is reflected in the 

DPSA's answering papers. 

[V17 - P1655 to 1661] 

128. From annexure "LG 1" to the founding affidavit it appears that the supposed State 

927 

signatory's name is Romeo Adams. It appears that a person by this name was appointed 10 

in 2015 as an Executive Committee Member of the Public Service Coordinating 

Bargaining Council. He was made available (by the Department of Correctional 

Services) to act as chief negotiator for the State in 2018, relinquishing this task on 31 

March 2019 to become secretary to the Western Cape provincial parliament. This 
[V11-P1118to1119] 

appears from an email by Mr Adams which I attach, marked "NTl 2.1 ". I have no 

further knowledge about this individual or his authority. From the minutes of some of 

the PSCBC meetings it appears that labour representatives were themselves unaware at 

times of the employer representative's identity and credentials and directly questioned 

these. Mr Adams demonstrably acted beyond the authority conferred by law. 

[V1 - P24 to 59) [V1 - P38] 
129. From annexure "LG2" to the founding affidavit it appears that clause 17.9 of the 20 

PSCBC constitution (which the founding affidavit does not address0vide~at 
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"[b ]efore a Resolution of Council becomes binding, it must be signed by the employer 

and by a number of admitted trade unions who represent the majority of votes on the 

side of labour in the Council" (emphasis added). The concept "employer" is defined as 

"the State as employer falling with in the registered scope of the Council''. 

Regulation 78 provides that the representative of the State is the Minister of Public 

Service and Administration. No Minister has signed the resolution. Nor is it alleged 

that Mr Adams acted under any delegation. Therefore simply under the bargaining 

council's own constitution, read with Regulation 78, the resolution is not binding. 

[V1 - P17] 
130. As mentioned, the founding affidavit reveals (para 28) that not even the first applicant 

928 

itself had received a mandate from its members to agree to Resolution I of2018. The 10 

same applies to some of the other applicants. In this light the founding affidavit's 

silence on any mandate from the applicants' members to exact compliance with 
[V17 - P1656] 
clause 3.3 under the current Covid-19 circumstances is significant. Public service 

employees are acutely aware of the State's fiscal constraints and competing 

constitutional demands. 

Ad paragraphs 29 to 32: Clause 3 [V1 - P17 to 18] 

[V17 - P1655 to 1656] 

131. The contents of clause 3 are not in issue. It is the validity and enforceability of 
[V17 - P1656] 
clause 3.3 which are contested. 

[V17 - P1655 to 1656] 

132. The State has indeed given effect to clauses 3.1 and 3.2 in the previous financial years. 

If a further increase since 1 April 2020 is to be exacted on the CPI-beating base created 20 
[V17 - P1655 to 1656] 

by clauses 3 .1 and 3 .2, then the fiscal effect would be felt for years to come and this 



Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 1069) 

ANSWERING AFFIDAVIT of the Minister of Finance in 

the Main Appl ication under LC Case No. J500/2020 
deposed to by Dondo Mogajane 

dated 17 July 2020 

48 

would unduly burden the State and impede its ability to comply with its constitutional 

obligations. 

[V17 - P1656] 
133. Conversely, if clause 3.3 is not implemented, the salaries which are already out of sync 

with the private sector would remain at their inflated level. The State does not seek to 
[V17 - P1655 to 1656] 

counteract the effect of clauses 3 .1 and 3.2 (or any other benefit to employees conferred 

by any other provision of the Resolution) in opposing this application. 

Ad paragraph 33: Responsibility for implementation [V1 - P18] 

134. Whereas the applicants produce written examples of directives from various 
[V17 • P1655 to 1656] 

departments dealing with the implementation of clauses 3.1 and 3 .2, no written approval 

929 

(as required by regulation 79) is alleged. Yet the budgets of these departments were 10 

encumbered by these clauses. 

[V1 - P18 to 20] 
Ad paragraphs 34 to 42: Government's attempted engagement with the trade 

unions 

135. It is correct that Government made extensive attempts to engage with the trade unions. 

This commenced even before Covid-19 struck South Africa. Unfortunately, despite the 
[V1 - P37] 

obligation under clause 16.3 of the bargaining council's constitution to attempt to agree 

on a negotiation process (thus to negotiate in good faith), the trade unions apparently 
[V17 - P1656] [V1 - P19] 

refused to engage and insisted on the implementation of clause 3.3 (as paras 38.5 
[V1 - P20] 
and 39.5 reflect). They were, the deponent to the founding affidavit asserts, "not willing 

[V1 - P20] 

to engage" (para 39.5). The deponent to the trade unions' founding affidavit did not 20 
[V1 - P18, 19 and 20] 

even attend any of the meetings, as his affidavit concedes (paras 34, 38 and 39). Even 

#- />§> 
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[V1 • P20] [V1 • P20] 
"during the period of the national lockdown" the PSA persisted in its stance (para 40). 

This despite the DPSA's proposal that 4.4% increases be extended to level 1 to 8 
[V1 - P19 and 20] 

employees (paras 39.3 and 41). 

136. Significantly, it was the Director-General of the Department of Public Service and 

Administration herself who sought to engage with the trade unions (as annexure 
[V1 - P91] 
"LG 11" to the founding affidavit reflects). Not merely Mr Romeo Amos (or any other 

individual of unspecified designation). Under the Public Service Act the Minister of 

Public Service and Administration may delegate any power under the Act to the 

Director-General of his department. The Director-General in terms reiterated 
[V1 - P91] 

930 

Government's "commitment to implement" a workable salary increase for civil 1 O 
[V1 - P91] 

servants, drawing the applicants' deponent's attention "to the proposal tabled on 25 

March 2020 in council for engagement". Ms Yoliswa Makhasi (the Director-General) 
[V1 • P91] 

accordingly implored Mr Leon Gilbert (the applicants' deponent) to return "to the 

[bargaining] council to continue engagements through council processes" (last 
[V1 - P91] 

paragraph of annexure "LG 11" to the fo:unding affidavit). Regrettably the applicants 

repeatedly refused. 

137. At least in this respect the applicants' stance appears inconsistent with the trade unions 

who sought to pursue an arbitration before the bargaining council. As the founding 

affidavit accepts, other trade unions (i.e. the ninth respondent, tenth respondent, 

eleventh respondents and previously the fourteenth respondent) pursued what they 20 
[V1 • P21] 

allegedly perceived to be the appropriate dispute resolution mechanisms "of the 
[V1 - P21] 

Council" (para 44). In the latter litigants' "inquiries directed to the respondents [i.e. 

DPSA and National Treasury]" filed in the purported parallel arbitral proceedings, they 
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contemplate the "staggered" or "phased" implementation of clause 3.3 "over a period 

of time in the future" as a possible scenario, apparently to avert any public policy 

problems arising from the unmitigated implementation of this clause. 1 refer in this 
[V11 - P1121] [V11 - P1122] [V11 - P1120 to 1126] 

regard to paragraphs 2.3 and 2.4 (and also paragraphs 3.3 and 3.4) of annexure A2 to 

SADTU, POPCRU and DENOSA's affidavit filed in opposition to DPSA's 
[V11 - P1120to1126] 

postponement application before the PSCBC. It is attached, marked "NTl 3". 

138. Demonstrably the current applicants' insistence on immediate and unmitigated 
[V17 - P1656] 

implementation of clause 3 .3 is not just and equitable. Their own colleagues conceived 

and pursued a different approach - both in form and forum. 

Ad paragraph 43: Stance on renegotiating clause 3 [V1 - P21] 

[V1 - P21] 
139. Contrary to the deponent's contention that there have been "no difficulty" with the 

[V17 - P1655 to 1656] 

previous wage increases consequent to clauses 3.1 and 3.2, the fiscal position is that 

profound difficulties were caused. Nonetheless Government did not renege on the 

increases of civil servants' salaries. However, this came at a price which the economy 

cannot bear. A further increase off an inflated base will exacerbate the fiscal 

consequences, and would perpetuate an unauthorised expenditure under Covid-19 

crises circumstances not contemplated at the time the 2018 resolution was purportedly 
[V17 - P1655 to 1656] 

signed or when clauses 3.1and3.2 were purportedly implemented. 

931 
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140. Without engaging in the "renegotiation" process which the State sought to initiate 
[V1 • P21] [V1 • P21 to 22) 
(para 44), the applicants persist in their "contractual right,, to a salary increase (para 46). 

[V1 - P21] 
And this despite the Covid-19 lockdown. The applicants emphatically "reject any 

[V1 • P21] 

renegotiation of clause 3.3" (para 44, emphasis added). They "seek to enforce the 
[V1 • P21 to 22) 

contractuaJ provisions" (para 46) to which their own members would not even give 
[V1 - P17) 

them a mandate in 2018 (para 28). Yet now, in 2020, amid the unprecedented Covid-

19 crises the trade unions purport to enforce the "contractual rights" and to "hold" the 
[V1 • P21 to 22) 

"first to fifth respondents" to clause 3.3 (para 46). 

141. These are the threadbare "submissions" on which the applicants' case rest. 

142. They have not established the validity of the "contracts" which they seek to enforce. 

Nor have they established, even viewed purely as a matter of private-law contract, 

which it is not, that specific performance is an appropriate, just and equitable remedy 

under the prevailing circumstances. They have not as much as averred that their claim 

is consistent with public policy - to which the constitutional rights and principles 

identified above give content. It demonstrably is not. 

143. I accordingly deny that the applicants are "entitled to the relief set out in the notice of 
[V1 - P22] 

motion" (para 4 7). 

932 
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144. For the reasons provided above (and to be amplified in legal argument, to the extent 

necessary), Resolution 1 of 2018 is invalid and in any event unenforceable. In 

swnmary, it 

(i) infringes the legal requirements governing its conclusion, and therefore the 

principle of legality; 

(ii) violates the doctrine of separation of powers, in that Parliament did not approve 

or ratify the expenditure; 

(iii) is repugnant to public policy, manifested now by constitutional values, and 

933 

prejudicial to the public interest, both of which require that Government' s 10 

section 7(2) constitutional obligations to fulfil fundamental rights be given 

effect; 

(iv) does not qualify as just and equitable relief in the current circumstances, where 

the Covid-19 pandemic impacts severely on Government's fiscal constraints, 

and the plight of the poor enjoins Government to apply such funds as can be 

sacrificed to alleviate human suffering and save lives. 

145. Not a single civil servant is said to suffer severe prejudice as a result of the non
[V17 - P1656) 

implementation of clause 3.3 of Resolution I of 2018. They are still being paid full 

salaries. For the past decade now public-sector salaries have outperformed increases in 

the private sector, and consistently outpaced inflation. It is therefore unsurprising that 20 

not one supporting affidavit by any civil servant has been filed. 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1074) 

ANSWERING AFFIDAVIT of the Minister of Finance in 

the Main Application under LC Case No. JS00/2020 
deposed to by Dondo Mogajane 

dated 17 July 2020 

53 

146. Nor has a single affidavit been filed by any purported expert in public finance to suggest 
[V17 - P1656) 

that the 2020 budget can somehow accommodate enforcing clause 3.3. The converse 

was established by the budget already in February 2020, months before this application 

had been lodged. And already since the 2012 budget Government has had to introduce 

baseline reductions to stem the widening fiscal gap. The 2020 budget's baseline 

reductions sought to reduce spending as a share of GDP~ but even these measures were 

still insufficient to stabilise government debt. This can only be achieved through 

improved economic growth, now rendered unlikely by the Covid-19 pandemic. 

147. The pandemic apart, for the past seven years already Government has had to make 

934 

significant budgetary reductions. Regrettably this impacted negatively on service 1 O 

delivery in the form of inter a/ia textbook provision to school children, food for 

children, and capital programmes like hospitals, school buildings. The provision of 

public transport and expenditure of roads are also compelling needs. If any available 

resources existed in the budget, Government would not have reduced these important 

baselines. 

148. . Unfortunately it was impossible already in the previous budgets to do otherwise. The 

current budget has now been put under tremendous additional strain by the Covid-19 

pandemic's economic effects. The impossibility and inequity of implementing 
[V17 - P1656] 
clause 3.3 in these circumstances are, with respect, incontestable. 

[V17 - P1656] 
149. Clause 3.3 is not only out of kilter with comparable country's civil servant's salary 20 

situation. It is also inconsistent with the treatment of civil servants employed at salary 

levels 13 to 16 (i.e. senior managers). Since 2008/09 the latter cohort has consistently 
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received increases at or below CPI. Similarly, since 2019 members of Parliament and 

provincial legislatures and executives of public entities forewent salary increases. With 

effect from 1 December 2019 Cabinet members, Premiers and MECs' salaries were 

frozen at then-current levels. Although a 3% increase was recommended by the 

Independent Commission for the Remuneration of Public Office-Bearers, Cabinet 

members received no increase at all. The Commission recommended a 4% increase in 

salaries of members of Parliament. However, they accepted an increase of only 2.8% 

(which is below inflation, and therefore not an increase in real terms). 

150. I therefore submit that the relief for which the applicants contend is discordant with 

935 

contemporary circumstances; inconsistent with constitutional principles, values, rights 10 

and obligations; and fall foul of statutory requirements. 

Condonation 

151. I am advised that the circumstances in which the sixth respondents' answering papers 

are being filed require a brief explanation. 

152. The answering affidavits were initially due on 1 July 2020. Prior to this date National 

Treasury requested the applicants to agree to an extension of this deadline. I attach the 
[V11 - P1127 to 1128) 

State Attorney's letter seeking the extension, marked "NT14". 

153. The extension became necessary when it transpired that although this application had 

been filed in the Labour Court, counsel with appropriate experience in the applicable 

principles of constitutional and public finance matters should be engaged separately by 20 
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National Treasury. This was done immediately when the need to do so was identified, 

on Sunday 28 June 2020. 

154. By this date National Treasury had already engaged counsel to settle answering papers, 

but different representation was necessitated by the nature of the matter. Counsel was 

briefed on the same day, and a consultation convened for the next day, Monday 29 

June 2020. On being briefed counsel immediately commenced studying the papers, and 

cleared all their other commitments to give this matter priority. 

155. During the same time National Treasury was also cited in pending parallel arbitral 

proceedings for the same relief before the Public Service Coordinating Bargaining 

936 

Council. This required that the same officials and legal representatives attend to 10 

preparing papers in separate fora simultaneously. The arbitral proceedings required an 

application for postponement, which the Department of Public Service and 

Administration instituted. National Treasury supported and participated in it. 

Thereafter, upon the postponement application being refused by the arbitrator, a stay 

application had to be instituted in this Court. For this, too, papers had to be prepared. 

Also in this exercise the same counsel had to participate. Written and oral argument 

also had to be prepared; an initial urgent hearing attended; and thereafter a full day of 

oral argument ensued. 

156. In these circumstances it was not possible to prepare, depose and deliver this affidavit 

any earlier. Extensive factual and fiscal material had to be assembled, analysed, and 20 

studied. This exercise was particularly encumbered by the Covid-19 lockdown. Not 

only were the relevant National Treasury officials engaged simultaneously in important 

ft It> 
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consultations with other organs of State and international agencies during this time on 

the Covid-19 crisis. Access to officials and materials was also otherwise limited and 

delayed. National Treasury's offices had moreover been closed after a member of staff 

tested positive for the Covid-19 virus. 

157. I shall nonetheless seek to ensure that this affidavit is indeed served on 17 July 2020, 

as arranged between the parties. The importance of the matter and the public interest 

involved renders it in the interests of justice, I submit, that the Minister of Finance be 

permitted to ventilate the issues for consideration by filing this affidavit. I accordingly 

ask that the affidavit be received, and condonation be granted to the extent necessary. 

937 

None of the other parties is prejudiced be the deferred filing. As mentioned, they have 1 O 

agreed to the deferred filing of the sixth respondent's papers. The correspondence to 
[V11 • P1129] 

this effect is attached, marked "NTl 5". 

158. I accordingly ask that the sixth respondents' answering papers be received, and that-

for the reasons provided in these papers - the application to compel compliance with 
[V17 - P1656) 
clause 3.3 of Resolution 1 of 2018 be dismissed with costs. 

159. I submit that it is not reasonable to burden the taxpayer with the legal costs of defending 

the application in the current circumstances. As mentioned, this case concerns the 

financial interests of the applicants' members. It is defended by Government in the 

public interest to protect scarce public resources in circumstances of particular fiscal 20 
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pressures amid a world-wide pandemic_ In doing so Government relies on the rule of 

law, and seeks to acquit itself of its constitutional obligations. 

160. Government's answering papers have identified various significant defects in the 

applicants' case. If the applicants persist in their litigation in the teeth of the answering 

papers, costs should follow the result. This should include the costs consequent on 

engaging two counsel, which the complexity and importance of this case (and the 

circumstances in which papers have had to be prepared) justify. 

DONDO~ 
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The deponent has acknowledged that he knows and understands the contents of this affidavit, 1 O 
which was signed and sworn before me at\ 1.~4\ ~ - on this the \ '] 
day of July 2020, the regulations contained in GovemmeI;Notice No. Rl258 of21July1972, 
as amended, and Government Notice No. Rl648of19 August 1977, as amended, having been 
complied with. 

COMMISSIONER OF OATHS 

Name: ~o~,-\-~~. ""''-""' >1-...,\~v."-,...,~~ 
Address: )~ ..... :\-....,._----..... ~' "" ..... c_ '-'-~ ""'-...\....-~ _ 

J . 

Position: g. <--7 

SOUTH AFP. !CAtJ POLICE SERVICE 

COMMUN:TV SU:'llCE CENTRE 

2020 -07- 1 7 

DURBAN NORTH 

KWAZULU·NATAL 

20 
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Curriculum Vitae of Andrew Dando Mogajane 
dmogajane@gmajl.com: 0829089186 

PERSONAL DETAILS AND BACKGROUND 
Date of birth: 05 November 1969 

i. Prior to being formally employed in 1992, I was a student leader at both High 
school and University. I enrolled at the University of Durban Westville in 1988 
where I was involved in various sporting codes, student societies and clubs. 

ii. In June 1992, I joined the Student Affairs department of UDW as a permanent 
employee and first African to join the student affairs department. Whilst at the 

939 

university, During my stay at the University was a part time lecturer, residence 1 o 
manager and student housing director. 

iii. In September 1997, I joined Technikon SA as a Junior Lecturer. Tasks 
included setting he course outline, syllabus, marking, setting examinations 
and facilitation of contact sessions with students. 

iv. 1999 - I joined the Department of Finance (now National Treasury after 
amalgamation with Dept of State Expenditure) as Deputy Director- Provincial 
Budget Analysis. 

v. In 2000 for 11 month joined an NGO, Environmental and Development 
Agency Trust. During the short period was a Deputy Director of the NGO 
responsible for Finance, Operations and HR management of the NGO 20 

vi. Re-joined the Treasury in ·2001 as Director-provincial Budget Analysis 
overseeing budget implementation of three provinces until 2006. 

vii. 2006 - I joined the International Relations division in the National Treasury 
as Chief Director (acting) overseeing South Africa's financial relations in 
Africa, with specific focus on SADC, SACU countries and also managing 
South Africa's regional integration programme. 

viii. 2007 - Seconded as a Senior Advisor to the World Bank. As part of the 
Executive Board, advised the Executive Director on key issues emerging in 
the World bank as it affect member countries, especially those in the 
Constituency. I was a member of the Audit Committee, Budget Committee 30 
and Committee on Governance and Administration if the Bank. 

ix. Between 2010 and early 2014 was Chief of Staff and Head of Ministry of the 
Ministry of Finance. 

llPa ge 
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x. June 2014 to June 2015 - acting Chief Director responsible for Health and 
Social Development including performing other related functions as Acting 
Chief Operating Officer of National Treasury. 

xi. June 2015 to June 2017 - Deputy Director-General: Publ ic Finance 
(National Treasury) 

xii . June 2017 to date - Director-General of the National Treasury 

QUALIFICATIONS AND EXPERIENCE 

A: Unjyersjty of ourban Westyme 

1990: B Admin Degree 
• Public management 111 
• Political Science Ill 
• Economics II 
• Accounting I 
• Local Government Management I 

1991: B Admin Honours Degree (Public management) 
• Public Management 
• Public Finance 
• Policy Analysis 
• International Public Management 
• Development Management 
• Local Government Management 

1992: B Admln Honours Degree Industrial relations 
• Human Resources management 
• Industrial Relations 
• Collective Bargaining 
• Strategic Management 
• Negotiations 

B. Wjts Busjness School 

2005: Management Advancement Programme 
• Principles of Human resources management 
• Principles of Operations management 
• Principles of Economics 
• Principles of Accounting and Finance 
• Principles of Marketing 
• Principles of Strategic Management Group Dynamics 

C. Unjversjty of Maryland 

2016 • Masters Degree in Public Management 
• Public Finance 

21Page 
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D. 

• Public Management and Leadership 
• Managing Public Organizations 
• Leadership in Groups and Organizations 
• Leadership and Motivation 
• Intelligence Policy and Politics 
• Results Based Accountability 
• Moral and Ethical Dimensions of Public Policy 
• Microeconomic and Policy Analysis 
• Readings in Public Policy 

Other training 

1. 2002: Harvard University - Kennedy School of Government 
Programme in Budgeting and Public Financial management 

2. 1999: University of Cape Town - Graduate School of Business (Afrec) 
Performance based Budget and Public Financial Management 

EXPERIENCE 

1992 - 1997: University of Durban Westville 

• Graduate Assistant 
• Admissions Officer 
• Residence Manager 
• Director - Student Housing 
• Part-time - Junior Lecturer in Public Management 

o Part Time lecturer at ML Sultan Technikon in Local Government 
Finance and Development Management 

1997 -1999: Technikon SA 

• Junior Lecturer in Public Management 

1999 - to date: National Treasury and Ministry of Finance 

• Deputy Director - Provincial Budget Analysis (lntergov Relations division) 

3IPage 
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• Director - Provincial Budget Analysis 
• Chief Director (Acting) - International Economic Relations: Africa 

Regional Integration 
• Chief of Staff 
• Chief Director(Acting) Public Finance: Health and Social Development 
• Chief Operating Officer (Acting) 
• Deputy Director-General: Public Finance 
• Director-General 

2000 - 2001: Environmental and Development Agency Trust (EDA Trust) 

• Deputy Director 

2007 - 2009: World Bank 

• Senior Advisor in Africa Group 1 

REFERENCES 

i. lsmail.Momoniat Deputy Director-General 
lsmail.Momoniat@treasurv.gov.za 

National Treasury 

ii. Kenneth Brown - Head: Public Sector, Client coverage: Corporate Investment 
Banking - Standard Bank 
Kenneth.Brown@standardbank.co.za 

iii. Precious.Matsoso - Director-General: Department of Health 
DG@health.gov.za 

iv. Pravin Gordhan - Minister of Public Enterprises 
Busi.Sokhulu@dpe.gov.za 
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MINISTRY: FINAt~CE 
REPUBLIC OF SOUTH AFRICA 

Privato Beg X115. Preta1a, 0001, Tel : +27 12 323 8911 , Fax: ~27 12 323 3262 
PO Bax 29, Cepo Town, 8000, Toi: +Z1 21 4&4 6100, Fax: +27 21 461 2934 

Webslll!: www.tl'&tlaury.gov..u, &-mall : mlnrog@lraasury.gov.za 

Ref.M3/4/1/13(1377/18) 

Hon. Ayanda Dlodlo, MP 
Minister for Public Service and Administrat ion 
Private Bag X916 
PRETORIA 
0001 

Dear Minister Dlodlo 

MANAGING FISCAL CONSEQUENCES OF THE PUBLIC SERVICE WAGE AGREEMENT 
FOR 2018/19 TO 2020/21 FINANCIAL YEAR 

I refer to the recent wage agreement concluded at the Public Service Coord inating 
Bargaining Council (PSCBC). 

As you may be aware, the cost implications of the wage agreement amounts to R30 billion 
over and above the 2018 MTEF baseline compensation budgets . This money is not 
provided for in the current fiscal framework. To address th is shortfall, government will need 

943 

10 

to effect savings from with in the current compensation baseline. In particular, there Is a 20 
need to intensify the exit of employees through tools currently available in the public service . 

The Employee Initiated Severance Package (EISP} implemented in 2006 is one such tool 
available to reduce the size of the public service. The National Treasury has already made 
proposals for adjustments to the content of the policy in line with relevant PSCBC resolutions 
and the general increase in cost of living in order to encourage a faster take-up. I am 
informed that the National Treasury and DPSA teams have held discussions on updates 
required for the El SP. The update<1 EISP needs to be issued as a matter of urgency, 
preferably by mid-July 2018. Departments at the national sphere of government have 
already been provided with the 2018 Human Resource Budget Plans (HRBPs) and rely on 
the clarification ot policy parameters to complete these plans. It is anticipated that 30 
departments will submit completed HRBPs during the course of July 2018. Provinces are 
also expected to apply the updated EISP In order to access fund ing for targeted exits 
provided from the fiscus. The fatter point will be commun icated to prov inces at the meeting 
of the Technical Committee on Finance scheduled for the week at the gtt. July 2018 . 

Secondly, there is an early retirement exit mechanism also available for th is purpose. At 
present, the teams are reflecting on how best to apply this tool by considering addit ional 
enhancements to this tool. Costs associated with proposed enhancements are stlll being 
estimated and w ill be communicated in due course. Overall, employees aged of 55 and 



Consol idated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1084) 

ANNEX "NT2" - Letter from the 

Minister of Finance (Mr N M Nene) 
dated 11 July 2018 

2 

above are being targeted for this purpose. It is anticipat~d that most of the employees will 
be encouraged to exit in terms of section 16{8) of the Pub lie Service Act , 1994 wh ich allows 
the employer to bear the penalty costs for early retirement. 

In order to realise the appropriate amount of savings to address the R30 billion shortfall, it is 
currently estimated that about 20 000 employees should be exited from the system between 
now and the end of 2019/20. It is proposed that the required funding be made available 
through the budget process , estimated at approximately R4 blflion in the current year, and 
R12 billion in 2019/20. The final amounts approved will depend, amongst others, on the 
number of applications, the overall fiscal strategy and obtaining the requisite budgetary 

944 

approvals. In addrtion, the National Treasury will consult with the GEPF on the issue of 10 
funding costs associated with the pension penalties for early retirement. 

Yours sincerely 

ANHLA M N~E, P 
MINISTER OF FrNANCE 
DATE: , , I 0 'l f '7.-t.:J l~ 
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national treasury 
Department: 
National Treasury 
REPUBLIC OF SOUTH AFRICA 
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2020 

Supplementary Budget Speech 

Check against delivery 

Tito Titus Mboweni
1

• MP 

Minister of Finance 

24 June 2020 
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ANNEX "NT4" - 2020 Supplementary Budget Speech 

of the Republ ic of South Africa del ivered by the 
Minister of Finance (Mr TT Mboweni ) 
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2020 Supplementary Budget Speech 

Madam Speaker 

Mr President 

Mr Deputy President 

Cabinet Colleagues 

Governor of the South African Reserve Bank 

Members of the Executive Committees for Finance 

Honourable Members 

Fellow South Africans 

Molweni 10 

Today, I hereby table for the consideration of the House : 

1. The Division of Revenue Amendment Bill 

2. Adjustments Appropriation Bill 

3. Supplementary Budget Review 

4. Disaster Management Tax Relief Bill 

5. Disaster Management Tax Relief Administration Bill 
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1. INTRODUCTION 

Madam Speaker, 

We are in the midst of a fast-evolv'ing pandemic. 

In South Africa and around the world, we have made the decision to protect each other. We have quickly adapted . 

We all now wear masks. We wash our hands more often. We maintain a safe social distance. As a result, mil lions 

have stayed safe. We remain deeply concerned about the path of the virus. But, in common with several other 

countries that adopted a stringent, early lockdown, we have "fl attened the curve" and saved lives. 

As the wise farmer will tell you, when the tempest is raging you must protect your plants from damage. Our Aloe 

Ferox, like our people, is protected. Mr President, you are the wise farmer, caring for this Aloe Ferox. 

The storm is not over. But, if we follow the health guidelines and make the right decisions to prepare for a new 

global reality then, soon enough, the days will grow calmer and our national Aloe Ferox shall go into the new day 

healthy and strong. 

Liduma lidlu/el 

The storm shall pass! 

1.1. THE PURPOSE OF THE SUPPLEMENTARY BUDGET 

Honourable members, 

The Publ ic Finance Management Act, read together with the Money Bills Amendment Procedure and Related 

Matters Act, empowers me, as the Minister of Finance, to tab le an adjustments budget when necessary. 

10 

The historic nature of this pandemic and economic downturn has made it necessary to table such an adjustment. 20 

we will table a second adjustments budget in October together wi th the Medium-Term Budget Policy Statement. 

This Budget does two th ings. 

First, it brings an Adjustments Appropriation Bill and a Division of Revenue Amendment Bi ll to the House. It also 

formalises the two tax bills to give effect to our response. These Bills ask Parliament to approve the response 

package for COVID-19. 

4 
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Second, Mr President, it Jays a path for the direction you gave us on 21 April to: 

"not merely return our economy to where it was before the corona virus, but to forge a new economy in a 

new global reality" 

This Supplementary Budget sets out a roadmap to stabilise debt, by improving our spending patterns, and creating 

a foundation for economic revival. 

Most of our energies and resources have been focused on the COVID-19 pandemic. We have quickly adopted 

temporary countercyclical fiscal and monetary pol icy measures. After the storm ends, we must work just as quickly 

to emerge with a susta inable fiscus. 

We have many strengths. These include our young and ambitious people; Our institutions, a robust and vibrant 10 

democracy, independent judiciary and our commitment to social justice progress; and our economic strengths: a 

diverse industrial base, a flexible exchange rate, stable inflation, and deep domestic capital markets that allow us 

to borrow mainly in rand. 

But debt Is our weakness. We have accumulated far too much debt; this downturn wil l add more. This year, out of 

every rand that we pay in tax, 21 cents goes to paying the interest on our past debts. 

This indebtedness condemns us to ever higher Interest rates . If we reduce debt, we will reduce interest rates tor 

everyone and we will unleash investment and growth. 

So today, with an eye on the future, we set out a strategy to build a bridge to recovery. 

Our Herculean task is to close the mouth of the Hippopotamus I 

It is eating our children's inheritance. We need to stop it now! 

Our Herculean task is to stabilise debt. 

2. IN-YEAR ADJUSTMENTS 

2.1. THE ECONOMIC OUTLOOK 

Let me begin by outl ining our updated fiscal and economic forecasts for the current fiscal year. 

COVID-19 has turned the global economy upside down. In the February Budget, we expected that the global 

economy would expand by 3.3 per cent in 2020. We now expect a global contraction of 5.2 per cent this year. This 

will bring about the broadest collapse in per capita incomes since 1870. Throughout the world, tens of millions of 

workers have lost their jobs. South African unemployment increased by one percentage point, reaching 30.1 per 

r~ cent In the first three months of th is year. 

5 
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The South African economy is now expected to contract by 7.2 per cent in 2020. This is the largest contraction in 

nearly 90 years. Inflation will likely register 3 per cent in 2020, in line with the outcome of this morning. Commodity 

price increases and a weaker oil price have softened the blow, but as a small open economy reliant on exports we 

have been hit hard by both the collapse in global demand and the restrictions to economic activity. 

2.2. FISCAL, MONETARY AND OTHER MEASURES 

South Afr ica has responded to this economic shock with an unprecedented set of measures. 

Never before has government worked together so closely with the private sector, labour, community and the 

central bank. Standing as a united people, it is clear we can achieve anything. Government's COVID-19 economic 

support package directs RSOO billion straight at the problem. This is one of the largest economic response packages 1 O 

in the developing world. The South African Reserve Bank has reduced interest rates and made it easier for banks 

to lend money. The SARB has also supported liquidity in the domestic bond market. The Bank has stated that it 

stands ready to take additional action, should the need arise. More than 2 million customers have received around 

R30 billion in relief from their commercial banks. Insurers and medical aid schemes have provided premium 

holidays. Landlords have provided rental relief. All in 100 days. This is indeed a remarkable achievement. 

2.2.1. REVISED FISCAL FRAMEWORK FOR 2020/21 

Turning to the emerging fiscal framework for 2021/22 . 

Honourable members, projected total consolidated budget spending, including debt service costs, will exceed 

R2 trillion for the first time ever. 

Gross tax revenue collected during the first two months of 2020/21 was R142 billion, compared to our initial 20 

forecast for the same period of Rl 77.3 billion. Put another way - we are already R3S.3 billion behind on our 

2020/21 target. 

As a consequence, gross tax revenue for the 2020/21 fiscal year is revised down from RL43 trillion to Rl.12 trillion. 

That means that we expect to miss our tax target for this year by over R300 billion. 

Part of this revision is because the measures announced earlier this year give taxpayers outright relief of R26 billion 

and delays ·in tax collection of approximately R44 billion . These proposals are conta'ined in the Disaster 

Management Tax Relief Bill and the Disaster Management Tax Relief Administration Bill that I table today. 

Taken together the measures and adjustments we present translate into a consolidated budget deficit of 

R761.7 billion, or 15.7 per cent of GDP in 2020/21. This is compared to the deficit of R370.5 billion, or 6.8 per cent 

6 
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of GDP projected in February. This increase is mainly due to the revised revenue projections and pay-outs from the 

Unemployment Insurance Fund. The narrower measure, known as the main budget deficit, is projected to be 

14.6 per cent of GDP. 

Our early projection is that gross national debt will be close to R4 trillion, or 81.8 per cent of GDP by the end of this 

fiscal year. This is compared to an estimate of R3 .56 trillion or 65.6 per cent of GDP projected in February. 

Without external support, these borrowings will almost entirely consume all of our annual domestic saving, leaving 

no scope for investment or borrowing by anyone else. For this reason, we need to access new sources of funding. 

Government intends to borrow about US$7 billion from international finance institutions to support the pandemic 

response. We must make no mistake, these are still borrowings. They are not a source of revenue. They must be 1 O 

paid back. 

2.2.2. HEALTH AND FRONTLINE SERVICES 

The Supplementary Budget proposes R21.5 billion for COVID-19-related health care spending. It also proposes a 

further allocation of Rl2.6 billion to services at the frontline of our response to the pandemic. Allocations have 

been informed by epidemiological modelling, a national health sector COVID-19 cost model and our experiences 

over the past 100 days. 

This money partly supports increased screening and testing, allowing us to open up more and more of the 

economy. 

We have successfully increased our COVID-19 bed capacity to above 27 000; identified 400 quarantine sites with a 

capacity of around 36 000 beds across the country and deployed nearly 50 000 community health care workers to 20 

screen millions of South Africans. We have tested over 1.3 million people. 

Provinces will add at least RS billion for the education catch-up plan, social welfare support for communities and 

provision of quarantine sites by Public Works departments and responses in other sectors. 

we salute all the brave health care and essential service workers who are leading this fight. 

Tariffs have been agreed with private hospitals to supplement public sector capacity. 

The Solidarity Fund has augmented government's efforts to procure medical and personal protective equipment. 

We thank all those who have made much needed contributions to the Fund. 

These examples show that working together with the private sector with a common purpose we can get stuff done. 

We will use these lessons to re-energise public-private partnerships. 

7 
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2.2.3. PROTECTING THE MOST VULNERABLE 

Madam Speaker, 

Over 18 million South Africans have received a temporary COVID-19 grant. The roll out of the short-term Special 

Relief of Distress grant will temporarily support those without an income. An additional 1.5 million people have 

received these already. To support vulnerable households an additional allocation of R25.5 billion to the Social 

Development department Is proposed, for a total relief package of R41 billion. 

All these measures wi ll come to an end in October. 

We have implemented health and hygiene measures in 7 000 early childhood development centres, and appointed 

about additional 1 800 social workers. 

2.2.4. DRIVING JOB CREATION 

The figures from yesterday show that unemployment is our single greatest challenge. The Economic Support 

Package sets aside RlOO billion for a multi-year, comprehensive response to our jobs emergency. 

The President's job creation and protection initiat ive will be rolled out over the medium-term. It will include a 

repurposed public employment programme and a Presidential Youth Employment Intervention. In this year, an 

amount of R6.lbn is already allocated, and a further R19.6 billion has been set aside mainly for this purpose. 

2.2.5. UNEMPLOYMENT INSURANCE 

As of mid-June, the Unemployment Insurance Fund {UIF) has provided R23 billion in COVID-19 relief to over 

4.7 mill ion workers affected by the pandemic. 

10 

This has required a huge upgrade and repurposing of the UIF system to deal with the increase in mostly online 20 

applications, and to build in protections against fraud. We thank all involved for the upgrade, there were many 

individuals from the private and NGO sector who volunteered their time to assist the UIF. There are still cha llenges 

but we are confident that the team is working tire lessly to iron them out. 

2.2.6. CHANGES TO THE DIVISION OF REVENUE 

Honourable members, the division of revenue presented in the 2020 Budget is revised as follows : the national 

share for 2020/21 increases from R758 billion to R790 billion, the provincial share decreases from R649 billion to 

R645 billion and the local government share increases from R133 billion to R140 billion . 

Local government is at the heart of our response to the pandemic. Accord ingly, an additional Rll billion is allocated jj 
8 t!:>-~· f 
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to local government through the equitable share. A further R9 billion will be repriorit ised within allocated 

conditional grants to fund additional water and san itation provision and the sanitisation of public transport. 

Municipalities will adjust their budgets to take into account the sharp decline in revenue as a result of the 

pandemic. We urge communities to hold councils accountable for the spending of COVID-19 funds. 

National Treasury will also monitor the spending through monthly and quarterly reports. 

2.2.7. COVID-19 LOAN GUARANTEE SCHEME 

Madam Speaker, after a slow start, including all the detailed and technical legal preparations, the loan guarantee 

scheme is expanding rapidly . In its first month, the scheme lent over RlO billion. Many more applications are being 

processed, and lending is expected to ri se significantly. 

Now that we have moved to an advanced Level 3, most of the economy is "open for business" . We must help 

businesses to get moving! The loan guarantee scheme also includes a business restart option, for businesses who 

need support to get up and going after the lockdown. This will apply to all businesses including those with turnover 

of more than R300 mill ion . 

We are also final ising amendments to the repayment holiday and turnover limit, and relaxing terms and conditions 

to support lending. The South African Reserve Bank and the commercial banks are finalising the r'evised legal 

arrangements and will make announcements shortly. Work is also continuing to expand the scheme to non-bank 

lenders. 

3. BUILDING A BRIDGE TO THE FUTURE 

10 

Madam Speaker, I now turn to the second part of th is Supplementary Budget, which is to lay before the House the 20 

steps we are tak ing towards the MTBPS. 

3.1. THE PATH FORWARD 

The gospel according to the Apostle Matthew, chapter 7 verses 13 and 14, springs to mind : 

Enter through the narrow gate. For wide is the gate and broad is the road that leads to destruction, and 

many enter through it. 14 But small is the gate and narrow the road that leads to life, and only a few find i t. 

We are faced, as a nation with a choice between these two gates. Even as South Africa responds to the current 

health and economic crisis, a fiscal reckoning looms. The public finances are dangerously overstretched. 

The wide gate is a passive country that lets circumstances overwhelm it. 

9 
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If we remain passive, economic growth will stagnate. Our debt will spiral inexorab ly upwards and debt-service costs 

will crowd out public spending on education and other policy prior ities. We already spend as much on debt-service 

cost as we do on Health in this financial year. Eventually the gains of the democratic era would be lost. 

The wide gate opens to a path of bankruptcy. A sovereign debt crisis1 is when a country can no longer pay back the 

interest or principal on its borrowings. We are still some way from that. But if we do not act now, we will shortly 

get there. 

The resu lts are devastating. Interest rates sky-rocket. Spending has to stop. Inflation takes hold and people grow 

much poorer. This is what happened to Germany in the 1920s, to Argentina and to Zimbabwe in the early 2000s, 

and to Greece in the past few years. Argentina had its ships attached. Greek civil servants and pensioners had their 1 O 

salaries and pensions slashed. In short it Is doom and despair. We have been there before: In its closing days, the 

Apartheid government had to declare a debt standstill. 

We firmly reject this gate! 

The narrow gate on the other hand opens to a path of prosperity. 

Through this gate, we reduce our reliance on borrowing. We feed the hungry. We look after the sick. We educate 

our people. We build for the future. We spend with wisdom, and we jail those who loot. 

The narrow gate is an active approach - a nation that takes active steps to rapidly stabilise debt and grow the 

economy. By doing this we will create jobs, reduce the cost of doing business and build a competitive economy. 

3.2. DEBT STABILISATION THROUGH ZERO-BASED BUDGETING 

Cabinet, under the leadership and guidance of the President, has found the narrow gate. Government shall go 20 

through it. 

Government will narrow the deficit and stabilise debt at 87.4 percent of GDP in 2023/24. Cabinet has also adopted 

a target of a primary surplus by 2023/24. 

This is about the same time that our Aloe Ferox w ill flower for the first time. As any farmer will tell you - patience 

and focus are required I 

The Medium Term Expenditure Framework process will be guided by the princip les of zero-based budgeting which 

. Another CVP• ofe'ebt crW.. '• ~'" • (:CIV'11ry ¥ndr:ptsrru:N e1urln1 ol its d1bt In ordu la rwoid • o l111tt. t.J wu tha cut lor Ukrtltl• In 2000, PM i1t.6fl 11'11999, ind U""""'" fn 100J. Ot • cOVl'l lly uiw!fl bt .olw nt. Md 1bl1 lop.,- f\I dt !n l1Wf tt.t 
klna· t~ m, twt htW drlrt 1-f'N!cir'la ctil'fki.itW1 b~M r1 It 11na blt t6 mu \ lmtMdl•I• d1b1 r.Jlrf"lfflt1. l11 thb ' "'· ..,t\kh hu occum d In JJ ... :co VI 199-4-45, KotH 111.d TMU.l'ld in 1~7-91, •ru il 111 l tii .n4 2002. rw••yill 2001, l:f\4 Ur\JCLl'Yil'I 
20Cl, 1/r\t dKJalooil o' '°"'"tic t l\d if\tt tru: tiolUI ll\YHlon not tD ro ll O\'tl • (Ol,jntr(1 $1\ort•1t trn lllb niUu,. lu d1to1 lOTtft ij:!'I Ct bl a l ell. 
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will be applied as a series of overlapping evaluation exercises targeted at large programmes. Our current system 

of Publ ic Expenditure Reviews is a step towards zero-based budgeting. This means that we will try to reduce all 

expenditure that we thought we can no longer afford. After al l, we are not as rich as we were ten years ago. 

The upcoming MTEF wil l pilot this approach. 

In the review accompanying this budget we set out our initial proposed fiscal path for the period ahead. We need 

to find spending adjustments of about R230 billion over the next two years. Tax measures of R40 billion over the 

next 4 years will also be required. The Government will announce details to these tax proposals in the 2021 Budget. 

Government will also be allocating R3 bHlion to recapita lise the Land Bank. This Bank holds 29 per cent of South 

Africa's agricultural debt. The National Treasury is supporting the Land Bank find a solution to its default and craft 10 

a long-term restructuring plan. Detai ls on this recapitalisation are provided in the Supplementary Budget Review. 

3.3. ALIGNING SPENDING TO THE STRUCTURAL REFORM AGENDA 

A firm policy basis has been laid by Towards an Economic Strategy for South Africa, which was considered by 

Cabinet and accepted last year. While some of the measures have been delayed by the virus, we are now ready. 

Deputy Minister Mason do will coordinate implementation as the head of the Vulind lela office. 

One of these is to shift away from the electricity supply system that was introduced in 1923, when George v, the 

Queen's grandfather, was the King of what was known as the Union of South Africa. The last few years have shown 

the inefficiency of this archaic system. Provisional allocations to Eskom were made on the understanding that 

Government's Electricity Roadmap would be implemented.2 Progress is slow. The principle of zero-based budgeting 

is that we must see demonstrable value for money: Eskom will need to show progress in meeting the milestones 20 

as laid down in the Roadmap. 

This is non-negotiable. 

Progress on the other reforms will be given in the MTBPS. 

3.4. FAIR AND FISCALLY SUSTAINABLE PUBLIC SECTOR COMPENSATION 

This year nearly half of all consolidated revenue will go towards the compensation of workers in the publ ic. We 

value the important work public servants do. 

Minister Senzo Mchunu is negotiating with our partners in the labour movement to find a balanced solution that 

1 https·//www.gov.za/sjtcs!dcfaul t/filcs/gcis documcnt/20191 O!roadmap·cskom pdf 
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sets compensation at an appropriate, affordable and fair level. 

We wish him well. 

3.5. PUTTING INFRASTRUCTURE AT THE CENTRE OF GROWTH 

Finally, Honourable members, building a bridge to a post-lockdown future will require that we build high-quality 

phys ical bridges, roads, railways, ports and other infrastructures. 

Infrastructure will be the fly wheel by which we grow the economy. Just as we have toiled together to manage the 

pandemic, let us harness this same unity of purpose and build the infrastructure our nation needs. Our efforts to 

reduce consumption expenditure w il l also change the composition of spending in the direction of investment. 

Yesterday, the Presidency hosted a successful Sustainable Infrastructure Development Symposium, drawing in 1 O 

sector specialists, technical and financial structuring experts and policy departments that have considered 177 

infrastructure projects across public and private sectors. 

In light of these and other important initiatives, the Government has already committed RlOO billion over ten years 

toward the Infrastructure Fund. 

Together with the Development Bank of Southern Africa, we have identified projects that will be funded through 

the Budget Facility for Infrastructure. We have recently released a paper on Sustainable Finance, and we are 

working closely with the private sector to green our economy. 

But our enormous investment needs cannot be delivered by government alone. The private sector accounts for 

most of the investment spending in the economy. We must reduce long-term interest rates to allow business and 

households to drive faster economic growth. 

4. CONCLUSION 

This is my presentation to the House and to South Africa, an extraordinary Supplementary Budget that saves lives, 

protects livelihoods and actively bui lds a bridge to a prosperous future. 

Madam Speaker, the Gospel tells us: 

Small is the gate and narrow the road that leads to life, and only a few find it. 

Let me pay tribute to the South Africans who through their actions have protected the health and lives of their 

fellow citizens. They show resolve to go through the narrow road . Their government is ready to follow their lead. 

12 
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To quote the President, in his letter to the nation on Monday: 

Let us put shoulder to the wheel and turn this adversity into opportunity. 

Let us reimogine and repurpose our economy and put it firmly on a solid and sustainable path. 

In conclusion, 

Mr President and Deputy President, thank you for your leadership. 

959 

Thank you to the Deputy Minister of Finance, the National Treasury Director General and his team for the ir 

insightfu l contributions! 

My thanks to the Commissioner of the South African Revenue Service, to the Governor of the South African Reserve 

Bank, to colleagues in the Cabinet, in the Ministers Committee on the Budget and all the MECs that we have worked 10 

so closely with. 

My gratitude for the Parliamentary Committees who work tirelessly to process the legislation accompanying the 

Speech. 

Fellow South Africans, Matthew chnptcr 7 closes as follows : 

"Everyone who hears these words of mine and puts them into practice is like a wise person who built their house 

on the rock. 25 The rain came down, the streams rose, and the winds blew and beat against that house; yet it did 

not foll, because it had its foundation on the rock. 

Let us listen, let us practice and let us build ! 

I thank you. 

13 
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REPORT ON COMPENSATION SPENDING 

Anthony Altbeker 

15 July 2020 

Compensation spending has grown faster than the budget and faster than tax 
revenues 

1. Since at least 2006/07, compensation spending by government has grown 

much more quickly than then budget. In 2006/07, consolidated spending 

amounted to R493.8 billion while compensation spending amounted to R154.7 

billion. By 2019/20, the corresponding figures were R1 ,781.2 billion and R567.4 

960 

billion. Thus, between 2006/07 and 2019/20, total spending increased by 261 10 

2. 

per cent while spending on compensation increased by 267 per cent. Over the 

same period, however, the economy grew by only 170 per cent, which is the 

key reason why tax revenue increased by only 177 per cent (from R484.6 billion 

to R1,358.9 billion). The relatively slow growth of the economy and of tax 

revenues had the result that compensation spending accounted for 42 per cent 

of tax revenue in 2019/20 compared with 32 per cent in 2006/07. Of necessity, 

this means that the rise in compensation spending is a key driver of the increase 

in government borrowing and, therefore, of rapidly rising debt service costs, 

which rose by 293 per cent between 2006/07 and 2019/20.1 

The rise in compensation spending - which has not been matched by a rise in 

tax revenues - has meant that the wage bill has (a) ensured that government 

has had to borrow more money than it would otherwise have had to do and (b) 

that spending on wages (combined with higher spending on debt service costs) 

has squeezed out other kinds of spending, especially on capital investment and 

on the other inputs public servants need to deliver services (e.g . medical 

equipment, text books, etc.). 

1 See Budget Review 2020, Statistical Tables 2 and 5. 

1 
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The drivers of compensation spending 2 

3. In principle, there are two forces that could explain an increase in compensation 

spending: an increase in personnel numbers or an increase in remuneration. In 

practice, the increase in compensation spending on the main budget (i.e. 

including national and provincial departments and excluding public entities) 

between 2006/07 and 2018/19 is overwhelmingly driven by increased 

remuneration : personnel numbers increased by 15 per cent from 1.147 million 

in 2006/07 to 1.317 million in 2019/20, while average remuneration increased 

from R 134 000 per person per year to R393 000, an increase of 193 per cent. 

961 

Even after taking inflation into account, real remuneration rose by an average 1 o 
of 44 per cent across the public service over the period .3 The upshot of this is 

that nearly 80 per cent of the increase in the wage bill between 2006/07 and 

2019/20 can be explained by higher levels of remuneration (even after taking 

account of inflation) and less than 25 per cent can be explained by the increase 

in the size of the establishment. 

4. Average remuneration in the public sector rose from R134 000 in 2006/07 to 

R393 000 in 2018/19. That is an average annual increase of 9.4 per cent. Given 

that inflation averaged only 6.5 per cent over the period, annual increases in 

average remuneration nearly 3 per cent higher than inflation (Figure 1). 

2 The analysis in this section uses 2018/19 as the end date. 
3 Preliminary analysis shows that in 2019/20, inflation adjusted remuneration increased by a further 1.5 
percent. 

20 
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Figure 1: Inflation v Increases in average remuneration 
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5. There are three main reasons for the rapid rise in remuneration levels in the 

public service, each of which will be elaborated on below: 

6. 

a. Wage agreements that ensure salaries increase at faster than the rate 

of inflation, 

b. The introduction of occupational specific dispensations (OSDs), and 

c. Promotion and progression policies. 

It must be stressed that all three of these factors are the outcome of 

negotiations at the PSCBC. It is also important to stress that these effects are 

cumulative, so increases in average remuneration are higher than the increase 

driven by the cost-of-living adjustment. 

Cost-of-living adjustments 

7. The current agreement provides that officials in levels one to seven receive 

increases of CPI plus 1 percentage point, while officials in levels eight to ten 

received CPI plus 0.5 percentage points. 

8. This is not inconsistent with past practices: between 2006/07 and 2017 /18, cost 

of living increases for officials in levels one to twelve averaged 7.9 per cent per 

year compared to an average inflation rate of 6.1 per cent. 4 

4 See MTBPS 2017, figure 84. 
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Occupation-specific dispensations (OSDs) 

9. OSDs were introduced for a range of professions in the public service between 

2007 and 2010. By 2018/19, over two-thirds of public servants were in OSD 

groups, with the largest being teachers (400,000), policing (144,000), nursing 

(142,000) and correctional services (34,000). Non-OSD officials accounted for 

33 per cent of the public service. 

10. The immediate effect of the OS Os was a large, once-off increase in individual 

remuneration for the affected personnel, though this was spread over two or 

three years. Thus average inflation-adjusted remuneration for doctors rose by 
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21 per cent on 2010/11 and 18 per cent in 2011/12; inflation-adjusted average 1 o 
remuneration for legal officials rose by over 30 per cent between 2008/09 and 

2010/11; nurses saw a similar increase, but between 2008/09 and 2009/1 O. 

11 . While non-OSD public servants did not see increases as dramatic as those 

described in paragraph 0, government also increased average remuneration 

for non-OSD public servants by nearly 25 per cent between 2009/1 O and 

2011/12. 

Promotion and progression policies 

12. Public servants' conditions of employment provide both that they are eligible for 

promotions between ranks (promotions) which are subject to the operational 

and professional requirements of various posts. This, combined with a the 20 

tendency for posts to be upgraded, has meant that there has been a significant 

upward shift in the composition of the public service when measured by salary 

level. The effect of this is evident in the significant changes that have occurred 

in the structure of the public service over time: in 2006/07, 31 per cent of 

officials were in level one to four, but by 2018/19, that figure had fallen to 19 
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per cent; conversely, the proportion of public servants in salary levels nine and 

above rose from 10 per cent n 2006/07 to 20 per cent in 2018/19 (Figure 2). 5 

Figure 2: Distribution of personnel by salary level 
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13. Public servants are also entitled to annual increments to their basic salaries 

irrespective of whether are promoted and in addition to the increases to basic 

salaries attendant on the cost-of-living adjustment negotiated at the PSCBC. 
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Historically, the formula used to implement these increments (progression) 20 

have differed in different parts of the public service, but the 2018 wage 

agreement standardised these practices such that each public servant who is 

not promoted in a given year is entitled to an increment of 1.5 per cent each 

year in addition to the increase associated with the cost-of-living adjustment. 

Cumulative effects 

14. As noted in paragraph 6, the impact of all these processes is cumulative so that 

average remuneration grows more quickly than would be apparent if 

consideration is confined only to the cost-of-living adjustments agreed to at the 

PSCBC, and the result is that average, inflation-adjusted public sector wages 

increased on average by 44 per cent between 2006/07 and 2018/19. It should 30 

be noted, however, that this actually understates the effect of current policies. 

The reason for this is that the average increase is calculated by dividing total 

5 The figures here exclude the SANDF because its salary structure does not use salary levels in the 
same way as the rest of the public service . 
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15. 

remuneration by the number of personnel employed ignores the fact that the 

retirement of relatively senior officials and their replacement b relatively junior 

officials means that the calculated average is lowered by changes in the 

composition of the workforce. One way to correct for that is to analyse the 

remuneration of only those public servants who remained in the public service 

continuously between 2006/07 and 2018/19. For this cohort of public servants 

(who account for about 50 per cent of the public service}, real average 

remuneration has increased by 70 per cent (rather than 44 per cent) over the 

period. 

The effects of the increases in public servants' remuneration between 2006/07 

and 2018/19 is evident in data relating to the distribution of public servant's 

remuneration . This is reflected in Figure 3 which uses inflation-adjusted 

monthly incomes of public servants, and which shows that, whereas 34 per cent 

of public servants earned the equivalent of R10,000 or less (in 2018/19 rands) 

in 2006/07, the corresponding figure for 2018/19 was 13 per cent. At the same 

time, the proportion of public servants earning more than the equivalent of 

R30,000 per month rose from 4 per cent to 18 per cent, and the figures for those 

earning between R20,000 and R30,000 per month rose from 11 per cent to 34 

per cent. Overall, the proportion of public servants earning more than R20,000 
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a month rose from 15 to 52 per cent. 20 

Figure 3: Distribution of public servants by monthly income (2018119 rands) 
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Remuneration growth and the performance of the economy 

16. Between 2006/07 and 2018/19, the economy grew by 158 per cent. Over the 

same period, average remuneration grew by 193 per cent and total spending 

on compensation (when one includes the increase in personnel numbers) grew 

by 236 per cent. It is clear, in other words, that compensation spending by 

government has accounted for a growing share of the country's gross national 

product, rising from 8 per cent in 2006/07 to 11 per cent in 2018/19. 

Compensation has also grown more quickly than compensation in the private 

sector. 

966 

17. According to StatsSA's Quarterly Employment Survey (QES), which surveys 10 

formal sector employers (including government), average remuneration in 

national and provincial government was about 40 per cent higher than average 

remuneration in the private sector in 2019/20 (Figure 3). The gap between 

public and private sector remuneration is a function of the fact that a larger 

fraction of the public sector workforce has a tertiary qualification than is the 

case for the private sector. At the same time, the rate of increase in public 

sector average remuneration is higher than in the private sector: between 

2009/10 and 2019/20, rose by 102 per cent on in the public sector and only 90 

per cent in the private sector. 

7 
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Figure 4: Average monthly remuneration: private sector v national & provincial 
government (2009110 to 2019120) 
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18. Although the differential between public servants and the private sector, as 

measured by the QES in for 03 of 2019, is about 40 per cent, this calculation 

arguably understates the differential between remuneration in the public sector 

and in the private sector. There are two reasons for this: 

a. The figures used by the QES for government employment include the 

employment of low-wage, temporary workers (such as those employed 

through the Expanded Public Works Programme and the Community 
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Work Programme). The inclusion of these employees tends to result in 20 

a lower calculation of average remuneration in government. 

b. Using averages conceals the fact that wage inequality is much greater 

in the private sector than it is in the public sector, and the best-paid 

employees in the private sector also have much higher incomes than the 

best-paid employees in government. The result is that the calculation of 

the average wage in the private sector is increased by the very high 

levels of remuneration at the top of the distribution in the private sector. 6 

s The gap between remuneration in the public and private sector was also examined by Finn (2015). 
Using different data and different definitions of the sectors, he showed that average remuneration in 
the public sector in 2014 was 63 per cent higher than in the private sector, but that the median worker 30 
In the public sector earned 134 % more than the median worker in the private secto~ '{\) 

8 



Consol idated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1150) 

ANNEX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Adm inistered Prices : Education 

Administered Prices 

EDUCATION 

A report for National Treasury 

PUNDY PILLA Y 

968 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1151 ) 

Preface 

ANNEX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Administered Prices: Education 

This report was prepared for National Treasury to support its assessment of administered 
prices in Sourh Africa. The objective of the study was to assess the processes involved in 
setting prices in regulated industries. By evaluating the efficiency, effectiveness and 
analytical rigour of the regulatory processes involved in setting prices for the services 
involved, an assessment can be made of the likelihood that the resultant tariffs approach 
efficienL levels. Volume I of the report sets out the main findings and recommendations 
with supporting information relating to the individual sectors included within the scope of 
the study provided in a summarised form. Volume II contains more detailed sectoral 
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reports, covering individual review of the water, electricity, telecommunications, 10 
transport, health and education sectors. 

The report does not offer a detailed quantitative assessment of the performance of the 
regulatory regime, and is largely based on in-depth interviews and documentary analysis. 
The authors would like to thank the interviewees for their cooperation and valuable 
insights. Although much care was taken to provide a correct reflection of the opinions 
expressed, the authors remain entirely responsible for any inaccuracies. 



Consolidated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 1152) 

CONTENTS 

EXECUTIVE SUMMARY 

1. INTRODUCTION 

ANNEX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Admin istered Prices : Education 

2. PUBLIC COSTS OF EDUCATION 

2.1 Personnel Expenditure and Educator Salaries 

2.2 Non-personnel expenditure 

2.3 Non-personnel non-capital expenditure 

2.4 Textbooks 

2.5 Transport 

2.6 Infrastructure and Capital Equipment 

3. PRIVATE COSTS 

3.1 Education Expenditure as a Proportion of Total Household Expenditure 

3.2 Textbooks and Stationery 

3.3 School Uniforms 

3.4 Transport 

3.5 Infrastructure 

3.6 School Fees 

4. CONCLUDING SUMMARY 

REFERENCES 

LIST OF TABLES 

1 

4 

7 
7 

8 

9 

9 

12 

12 

14 

14 

15 

15 

17 

17 
17 

21 

27 

Table 1: Education Expenditure as a percentage of Total Household Expenditure by 
Income (rand) Category 14 

Table 2: Fees charged and fees paid (in 2001 rand} 18 

Table 3: Forces Influencing Education Costs in South Africa 24 

970 

10 

20 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1153) 

EXECUTIVE SUMMARY 

ANN EX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Adm inistered Prices: Education 

Because of the increasing financial constraints on educational investment, 
developing countries are not only searching for alternative ways of financing 
education, but they are also paying closer attention to the costs of educational 
investment. 

Decisions about educational investment depend on judgments about the balance 
between costs and benefits. These judgments in turn are based on a systematic 
comparison of the economic benefits of education and its opportunity cost, which 
is measured not only by actual monetary expenditure, but also by the alternative 
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opportunities forgone when scarce resources are invested in education. 1 o 
Very little is known about the costs of education in South Africa. Although there is 
good budgetary data on education, such data are often inadequate fo r a detailed 
study of costs since they cover expenditures rather than real resource or 
opportunity costs . Moreover, they often present planned or provisional budget 
estimates rather than actual expenditure . In addition, there is very little data on 
private expenditure. 

In addition , the South African education system is characterised by the absence 
of adequate knowledge about schooling outcomes. Undue emphasis has been 
placed historically on the matriculation pass rate and very little on cost-effective 
analyses to determine outcomes of education in non-financial terms (such as 20 
literacy and numeracy levels). 

This study makes use of the extremely limited data sets to analyse education 
prices, both in terms of public and private costs. The data only allow for a piece
meal analysis of education costs and not an integrated , time-series analysis -
which suggests that much more research and analysis are required to 
understand the various dimensions of and the factors influencing education costs 
in South Africa . 

Four sets of cost items are key to obtaining an understanding of public costs in 
the schooling system: personnel expenditure, textbooks, pupil transport, and 
infrastructure and capital equipment. 30 

In contrast to many developing countries, South Africa appears to be contain ing 
increases in educator salaries, the major component in educator costs, at least 
for the past three years. This is in contrast to the early years of democracy when 
the education salary bill rose dramatically as a result of the imperative to ensure 
gender and racial parity. However, there are some 'hidden costs' not measured 
in most instances, relating to teacher performance. For instance, the South 
African education system is characterised by a high rate of teacher absenteeism. 

Containing personnel costs has seen a strong recovery in non-personnel 
expenditure - largely due to growth in capital expenditure, which mainly 
comprises the building of schools, the provision of extra classrooms in over- 40 
crowded schools and replacing dilapidated buildings. 

1 



Consol idated CCT Record 

(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 1154) 

ANNEX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Adm inistered Prices: Education 

Textbooks constitute a significant factor in education costs . Some views suggest 
that the textbook industry may not be sufficiently competitive, and that it is 
characterised by too many sole-supplier situations, which prevent the emergence 
of competitive prices. Higher prices could allow producers to make abnormally 
high profits, or might simply sustain inefficient production processes. However, 
more research is required on this subject to inform government policy responses 
by to improve the industry's competitiveness . 

The cost of textbooks could be an important contributory factor to the rising costs 
of education, primarily because of inadequate competition in the production of 
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textbooks, inappropriately high quality standards, costs relating to inefficient 1 o 
distribution, and poor retrieval rates in schools. 

Suggestions to improve efficiency and costs in relation to textbooks include 
making books last longer, encouraging business with other Africa.n countries and 
exchanging material with these countries, and eliminating value-added tax (VAT) 
on textbooks - which could boost efforts to promote literacy and reduce 
education costs. 

The fragmented procurement of goods and services is another area that should 
receive attention. There is a need at provincial level to look at the possible 
integration of individual school orders into bulk orders, and the negotiation of 
system-wide contracts, which would lower the price of inputs. It has been 20 
suggested that education departments negotiate with individual suppliers of 
goods and services to secure better prices for especially section 21 schools. 

The key categories of private (household) costs are textbooks and stationery, 
uniforms, infrastructure, transport, and fees. 

There is no doubt that school fees have been the single biggest contributor to 
rising education costs for many households, particularly those from high-income 
categories who have the 'ability to pay' . 

Although the poorest fifth of all households pay low fees in absolute terms, this 
constitutes a high proportion of household income. The very poorest spend on 
average 2% of income on school fees, whilst the figure for middle- and high- 30 
income groups is around 1%. 

There is some evidence that the increasing cost of uniforms constitutes a 
financial burden, especially for poor households. While research on this issue 
has not been adequate, crude estimates indicate that school uniforms are twice 
as costly as they would be if the market worked well, and if schools did not 
specify unnecessarily elaborate uniforms. 

In some instances, private costs of education have been exacerbated by families 
having to ·provide or fund infrastructure. Some evidence from the Department of 
Education's media survey suggests substantial parental contributions to 
infrastructure provision in the absence of government provision . 40 

Survey data suggest that hidden fees amount to about 25% of the official fees, 
across quintiles. There has been much media attention around such 'hidden fees' 
for learners. One report claimed, for instance, that a R 100 official fee concealed 

2 
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a hidden fee of some R6,700 when items such as food, transport and uniforms 
are included. 

The government's commitment to equity in the public funding of education has 
led to a dramatic redistribution of public funds away from previously advantaged 
to formerly disadvantaged schools. For the former group, it has seen a 
substantial increase in tuition fees - determined largely by the 'ability and 
willingness to pay' criteria - especially in some of the self-managing section 21 
schools to make up for the deficit in public funding . 

For formerly disadvantaged schools, the substantial increase in public funding 
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post-1994 has still not been able to address all the costs of education provision, 10 
largely because of the enormous, apartheid-inherited backlogs, This has meant 
that even for the poorer segments of the society, there continues to be 
substantial private costs relating particularly to uniforms, transport and books. 

This analysis has shown that the Department of Education's influence on costs 
other than personnel costs has been insignificant or in many cases totally absent. 

On the infrastructure side, government can contribute by undertaking analyses of 
the costs of provision, including cost-benefit measures. Moreover, the 
Department of Education should explore together with the Departments of Public 
Works and Trade and Industry the potential for the SMME sector to become 
involved in education infrastructure provision. 20 

On transport, in the rural areas, the government is committed to providing 
transport to pupils but little has been done so far - this should be prioritised as 
part of the government's strategy to improve quality of schooling . 

School fees have risen sharply in some section 21 school fees, and there is 
potential for this to spiral out of control , especially if more schools start to equate 
quality of outcomes with higher cost. The Department is understandably reluctant 
to adopt an interventionist stance and impose limits on fee increases. However, a 
much more strategic approach would be to emphasise the efficiency arguments 
rather than the budgetary considerations. In this respect, much greater emphasis 
has to be placed on cost-effective analyses of education, particularly with respect 30 
to measuring quality of outcomes. 

3 
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Because of the increasing financial constraints on educational investment, 
developing countries are not only searching for alternative ways of financing 
education, but they are also paying closer attention to the costs of educational 
investment. 

Decisions about educational investment depend on judgments about the balance 
between costs and benefits. These judgments in turn are based on a systematic 
comparison of the economic benefits of education and its opportunity cost, which 
is measured not only by actual monetary expenditure, but also by the alternative 
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opportunities forgone when scarce resources are invested in education. In 1 o 
developing countries where educational investment is financed by and large from 
government revenue , the alternative opportunities forgone when a new school is 
built may be an irrigation project, a fertilizer plant, or agricultural or transport 
Investment. 

Because educational investment involves both social and private opportunity 
costs, government choices must take into account public or fiscal costs as well 
as the wider social costs. Thus it is important to specify which concept is relevant 
to the type of decision that is to be made. Furthermore, it is important to establish 
the appropriate method of measuring the cost. For many purposes, unit costs are 
needed, but whereas average cost per pupil or student is relevant for cost 20 
comparisons or projections, the marginal or incremental cost of additional 
students may be more important when choosing whether to expand existing 
facilit ies or build new schools. The cost per pupil or student may, indeed, not be 
the most appropriate way of measuring unit costs. Where dropout or repetition 
rates are high, the cost per graduate or school completer may be more relevant 
than average cost per student. Decisions about alternative educational 
technologies require information on unit costs (such as costs per hour) and a full 
understanding of the cost implications of alternative technologies (such as radio 
or television), which requires detailed analysis of fixed and variable costs . 

The considerable literature that has accumulated around cost analysis offers 30 
alternative definitions and concepts of cost, each relevant to different types of 
decisions. In addition, different specialists have defined costs in different ways; in 
particular, many accountants and economists differ in the way they classify costs . 
As a result , considerable confusion has arisen over the methodology of cost 
analysis, and in many cases costs have been under-estimated or the cost 
comparisons are misleading . 

Different types of decisions require different measures of cost and different 
analytical techniques. The techniques of cost-benefit analysis may be 
appropriate for evaluating the economic profitability of alternative investment 
projects. Cost-effectiveness analysis , however, is more appropriate for assessing 40 
the non-economic effects of education. 

4 
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Whereas cost-benefit analysis compares the social or private opportunity costs of 
an investment with the expected monetary benefits or returns, cost-effectiveness 
analysis is concerned with the outcomes of education that are measurable in 
non-financial terms. Cost-effective analysis is therefore appropriate for 
comparing alternative ways of achieving the same result, for example the 
development of reading or language skills. The most cost-effective technique is 
the one that produces the desired result at minimum cost or produces the largest 
gains in achievement for a given cost. Whether educational outcomes are 
measured in monetary or non-monetary terms, the costs must be measured 
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accurately. 1 o 
Other types of cost analysis can be used in making educational decisions. For 
example, if it is necessary to compare costs over time, costs measured in current 
prices will have to be distinguished from costs measured in real terms. If the goal 
is to understand the determinants of costs, other types of cost analysis are useful 
- cost functions can, for example, help to throw light on the way total or average 
costs change in relation to the size of an institution or system. The question of 
whether economies of scale are significant in education is important for decisions 
about the cost implications of expansion or contraction. 

Despite this greater emphasis on cost issues, very little is known about the costs 
of education in South Africa. Although there is good budgetary data on 20 
education, such data are often inadequate for a detailed study of costs since they 
cover expenditures rather than real resource or opportunity costs. Moreover, they 
often present planned or provisional budget estimates rather than actual 
expenditure. In addition, there is very little data on private expenditure . 

In summary, the data on and analysis of the costs of education in South Africa, 
even since 1994, are extremely limited. This study makes use of the extremely 
limited data sets to analyse education prices in terms of both the public and 
private costs of education. The data allow only for a piece-meal analysis of 
education costs rather than an integrated , time-series analysis - which suggests 
that much more research and analysis are required for an understanding of the 30 
various dimensions of and the factors influencing education costs in South Africa. 

Section 2 examines the public costs of education by focusing primarily on the 
costs of educators, textbooks, transport and infrastructure. With regards to 
private costs, section 3 analyses education expenditure as a proportion of total 
household expenditure, textbooks and stationery, school uniforms, transport, 
infrastructure and school fees. Section 4 concludes with a summary of the forces 
influencing costs in education and the role of government, specifically the 
national Department of Education . 

The structure of the schooling system in South Africa in the new democracy was 
defined in the 1996 South African Schools Act (SASA). This system provides for 40 
both public and private (or independent) schools. There are two broad categories 
of public schools, termed 'Section 21 ' schools and 'non-Section 21 ' schools . 
Provision is made in SASA for both categories of schools to have govern ing 
bodies elected by parents. The governing body is the school's policymaking 
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institution which has the power, inter alia, to set fees (which have to be approved 
by the parent body) to augment its public subsidy. Section 21 schools are 
characterised by the high degree of self-management that has been conferred on 
them because of their evident capacity. In terms of SASA, these govern ing 
bodies can be allocated the following functions: a) maintaining and improving the 
school's property; b) determining the extra-mural curriculum and subject options 
in terms of the provincial curriculum policy; and c) purchasing textbooks, 
educational materials or equipment for the school. 

Government' policy aims that all public schools will attain Section 21 status over 
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time. However, at present, there are a large number of schools, mainly in the 10 
previously black residential areas, which lack management capacity and 
appropriate administrative systems and have therefore not opted for this status . 
These schools continue to remain the primary responsibility of the provincial 
education departments. 

As noted, all public schools, or at least their govern ing bodies, have the power to 
determine the level of 'top-up' school fees and to recommend these for approval 
by the parents of learners at the school. In practice, however, the level of fee 
setting is determined by the ability and willingness to pay of the community in 
which the school is located. Section 21 schools have mainly displayed such 
willingness and ability (and only a small proportion of them at that). Furthermore, 20 
there is no legislation in place to limit the level of fees or the magnitude of 
increase in such fees. The government currently prefers a policy of 'moral 
suasion' rather than resorting to legislation (see section 3.6). 
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2. PUBLIC COSTS OF EDUCATION 

2.1 Personnel Expenditure and Educator Salaries 
Delivery of education is one of the most labour-intensive public services. From an 
estimated R53.1-billion expenditure outcome in 2002/03, about R46bn, or 86.7%, 
is spent on personnel. While the average salary package of an educator ranges 
between R78,000 and R97,000, 'take-home' salary (excluding pension and 
medical aid) averages between R60,000 and R80,000 per annum (IGFR, 2003) . 

Recent evidence suggests that provincial departments of education are 
succeeding in curtailing growth in personnel spending in their budgets. Following 
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an agreement between educators ' unions and government in 1999 over 1 o 
rationalisation and redeployment, provinces embarked on a strategy to contain 
personnel spending . The aim was to reduce the share of personnel spending in 
total education expenditure to at least 85% to ensure that provincial education 
departments could increase the proportion of non-personnel inputs critical to the 
effective delivery of education . The 85% benchmark was set as an initial 
(medium-term) target for the provinces - and should also be seen within the 
context of the government's broader strategy to reduce its total personnel 
budget. 

Over the last three years, growth in educator salaries has been slightly below 
inflation. At the same time, education budgets grew at 1.5% in real terms. 20 
Combined with moderate decreases in educator numbers mainly due to attrition, 
this has resulted in a reduction in the share of personnel in education spending 
from 90.9% in 1999/00 to 86.7% in 2002/03 . As the 2003 Medium-Term 
Expenditure Framework (MTEF) budgets indicate, the downward trend in the 
share of personnel is set to continue, dropping further to 82 .7% by 2005/06 
(IGFR, 2003). 

However, the rate of decline in the share of personnel expenditure differs as all 
provinces have contained personnel expenditure, but with varying success . In 
Limpopo (89.7%), North West (89.6%), KwaZulu-Natal (88.9%) and Eastern 
Cape (88.6%), the share of personnel is above the national average - despite 30 
the fact that these provinces have lower average educator salaries (IGFR, 2003). 

On the other hand, although Western Cape and Gauteng have a larger 
complement of highly qualified educators and therefore on average, pay more 
per educator, their share of personnel expenditure is among the lowest. This is 
partly due to the steps these provinces have taken to 'right size' their personnel 
structure (IGFR, 2003). 

In contrast to many developing countries, South Africa appears to be containing 
increases in educator salaries, the major component in educator costs, at least 
for the past three years. However, there are some 'hidden costs' not measured in 
most instances, relating to teacher performance. For instance, the South African 40 
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education system is characterised by a high rate of teacher absenteeism. One 
survey estimates that such absenteeism costs the Eastern Cape education 
department R59-million a month. Another survey by the auditor general in late 
2001 revealed that 17,000 teachers were absent during a headcount 
(Department of Education Media Survey, 2003). 

In general , however, it would appear that since the upsurge in the teacher salary 
bill in 1996 to attain gender and racial equity, the government, together with their 
trade union counterparts in the centralised bargaining chamber, has succeeded 
in exerting a downward influence on the personnel component of the budget. 

2.2 Non-personnel expenditure 
The physical facilities vital for the creation of a stable teaching and learning 
environment have been identified as one of the strategic priorities of education . 
When personnel spending was in excess of 90% of education expenditure, little 
was left for school infrastructure, construction and maintenance, textbooks and 
other critical inputs. 

One of the consequences of the success in containing personnel costs has been 
the strong recovery in non-personnel expenditure. In the three years to 2002/03, 
the upturn in non-personnel expenditure has been largely due to growth in capital 
expenditure , which mainly comprises the building of schools, the provision of 
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10 

extra classrooms in over-crowded schools and replacing dilapidated buildings . 20 

After rising steadily in 2000/01 and 2001/02, education capital expenditure more 
than doubled in the three years to 2002/03, increasing from R672m in 2000/01 to 
an estimated R1 .9bn in 2002/03. This raised the share of capital expenditure in 
education to 3.5% from 1.2% in 1999/2000. Although this expenditure has not yet 
resulted in the removal of the enormous backlogs in classroom and other 
infrastructure provision, some progress has undoubtedly been made (IGFR, 
2003) . 

Thus there are strong social imperatives to increase capital expenditure and 
reduce the historical backlogs in classroom and other infrastructure provision . 
Although these social imperatives may have a cost-raising influence, it is difficult 30 
to determine with any degree of confidence given the absence of data on the 
costs of infrastructure provision (see section 2.6) . 

In the short to medium term, the main factors behind growth in non-personnel 
spending in education include other non-personnel non-capital components, such 
as increased funding for learner support materials. 
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2.3 Non-personnel non-capital expenditure 
In addition to educators, good quality school buildings and other facilities, 
effective teaching and learning also require various complementary inputs, such 
as textbooks, stationery and other teaching aids. The slowdown in the rise of 
personnel expenditure and strong growth in provincial budgets have created 
space for increases in other non-personnel expenditure. 

Total provincial non-personnel non-capital expenditure in 2002/03 increased by 
30.9% from 2001/02's R3.9bn to R5.2bn. This includes expenditure at head 
office and other parts of education administration (IGFR, 2003) . 
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Non-personnel non-capital expenditure on public ordinary schools rose slightly 10 
from R210 per learner in 1999/00 to R259 per learner in 2002/03. While this is an 
improvement, it is still relatively low. It appears that this is one of the components 
of expenditure that had been squeezed out by the rising share of personnel 
spending and increases in capital spending in the past (IGFR, 2003) . 

It is evident that the provinces with low non-personnel non-capital expenditure 
per learner for the Public Ordinary Schools Education Programme also have low 
senior certificate pass rates. In 2002/03, these provinces spent on average R 155 
per learner, as opposed to the average expenditure of R468 per learner in 
Northern Cape, Gauteng and Western Cape. So there appears to be a 
relationship between inadequate non-personnel non-capital resourcing and 20 
senior certificate results, indicating the need to reinforce this component of 
education expenditure (IGFR, 2003). 

This section mainly described budgetary data which cover expenditure rather 
than real resource costs. However, this introductory overview is useful as it 
provides an indication of the trends in personnel versus non-personnel 
expenditure. It is evident that as far as educator salaries are concerned, 
increases in the largest component of the education budget are being contained, 
which suggest that educator salary increases are not a major contributor to rises 
in the costs of education . This is in contrast to the early years of democracy 
when the education salary bill rose dramatically as a result of the imperative to 30 
ensure gender and racial parity. 

2.4 Textbooks 
Textbooks constitute a significant factor in education costs . The approach to the 
pricing of textbooks requires special attention for several reasons. First, 
textbooks constitute a significant proportion of the state's expenditure on 
education (currently over R 1 bn per year). Secondly. textbooks are probably the 
most important input in promoting learning, and in the third place the textbook 
market is characterised by a relative lack of competition. 

Some interesting information on textbook expenditure and this market can be 
gleaned from a media survey commissioned by the Department of Education, 40 
which noted that the provincial allocation for textbooks was almost R1 bn in 2001 
and rose by 20% to R1 .2bn in 2002. This survey also reported that according to a 
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Cape Town publisher, it would cost R4. ?bn a year to supply one book per subject 
to each learner, and less per year if books were made to last longer. Moreover, 
the government spent some R608m on textbooks for non-section 21 schools 
(schools still under the direct authority of the provincial department of education) 
in 2001, according to the Publishers' Association of South Africa . This survey 
also reported that only 50 publishers in South Africa are involved in schoolbook 
publication, but that the publishing industry was growing in response to the 
increasing availability of funds for books as the Department of Education 
increased monetary allocations. 
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While there has been no systematic analysis of the textbook market, some views 10 
suggest that the textbook industry may not be sufficiently competitive, and that it 
is characterised by too many sole-supplier situations, which prevent the 
emergence of competitive prices. Higher prices could allow producers to make 
abnormally high profits, or might simply sustain inefficient production processes. 
However, more research is required on this subject to inform government policy 
responses to improve the industry's competitiveness. 

It has also been argued that South Africa has excessively expensive textbooks 
as a result of the quality of paper used and the binding techniques employed . 
Whilst the consumers who have access to books may appreciate these aspects 
of the books, the high prices that result make it more difficult for Government to 20 
make books more widely available. 

There are currently no forces exerting downward pressure on textbook prices, 
neither from the Department of Education nor from a regulatory authority such as 
the Competition Commission. The government is of the view that the assistance 
of business organisations (such as the National Business Initiative) should be 
sought to encourage greater competition in this sector. In other words, a policy of 
'moral suasion' is being mooted rather than a more aggressive one such as a 
Competition Commission-driven approach to establish a more competitive 
environment. 

Many developing countries at levels of economic development similar to South 30 
Africa make do with textbooks of much lower quality paper, printing and binding . 
It has been estimated that the price of textbooks could be lowered by 20% if 
lower grade paper were used, formats standardised and bigger print runs 
introduced. Obviously, the trade-off between quality and the lifespan of books 
needs to be considered carefully in any drive to reduce prices. Whilst the lifespan 
of books can be improved through better preservation, certain qualitative aspects 
of a textbook can also assist in lengthening its lifespan. 

Standardisation of formats and bigger print runs imply better and probably 
national co-ordination in the contracting process. The current fragmented 
approach, whereby nine provinces - and often individual schools - purchase 40 
textbooks in an unco-ordinated fashion provides greater variety but fewer 
economies of scale, and therefore higher prices (DoE, 2003). Moreover, the 
fragmented way in which demand for textbooks is currently structured is very 
conducive to monopolistic and sole-supplier situations. The lead time for the 
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production of a textbook is long, a fact that has not been adequately taken into 
account when the roll -out of new learning programmes takes place. The 
schooling system pays for 'tightness of implementation deadlines' through higher 
textbook prices (DoE, 2003). 

There are also significant opportunity costs attached to the inability to recover 
textbooks adequately. Provincial departments of education spend hundreds of 
millions of rand each year in replacing textbooks not recovered from learners; 
indeed, an investigation launched by the national department in 1999 revealed 
that most provinces lacked effective retrieval systems and that only 40% to 50% 
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of textbooks were recovered in some schools. It was also estimated that only 1 % 10 
of learners in Limpopo returned textbooks. About 55% of Mpumalanga's books 
are retrieved, while the Gauteng Education Department had no mechanisms in 
place in 2001 to recover the 10% of books that had to be replaced (DoE Media 
Survey). 

The supply of textbooks is further affected by corruption and theft, the challenge 
of tender awards, inefficient procurement and distribution by inexperienced 
private companies, and by a lack of co-ordination of provinces' dealings with 
publishers. In rural provinces, distribution is complicated by the fact that many 
schools lack storage facilities - in 2000/01 the Department of Education and the 
National Treasury set up a task team to monitor procurement and distribution of 20 
textbooks. A Resources and Information Network, costing R2m and funded by 
the national Department of Education, was piloted in KwaZulu-Natal in 2001 to 
improve efficiency and cost-effectiveness . According to the director of the Media 
in Education Trust, the organisation overseeing the project, 'a lot of money is 
spent in developing learning materials but the majority of it never reaches the 
schools' (DoE Media Survey, 2003). 

Other problems facing the school textbook industry include the cost of paper, 
numerous mark-ups in the production process, poor local printing quality and 
tight government deadlines. Printing in the Far East is cheaper and of better 
quality, but the short notice of requirements given by departments of education 30 
eliminates this option . 

Beyond the cost of producing the books themselves, the cost of textbooks 
includes government spending on approving, procuring and distributing them, 
and managing their retention. Suggestions to improve efficiency and costs in 
relation to textbooks include making books last longer, encouraging business 
with other African countries and exchanging material with these countries, and 
eliminating value-added tax (VAT) on textbooks . The Print Industries Cluster 
Council, established in 1999 to promote reading and improve access to printed 
matter, attempts to facilitate dialogue on these matters between government and 
the industry. According to a facilitator of the council, competition keeps the price 40 
of textbooks low and the quality high. He says 'compared with school uniforms, 
sporting equipment, classrooms or furniture, textbooks are a bargain,' arguing 
further that zero rating of VAT on books would boost efforts to promote literacy 
and reduce education costs. (DoE Survey, 2003) 
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It was reported in March 2002 that thousands of pupils in Limpopo were not 
supplied with textbooks due to a lack of funds . R500m was needed to address 
the backlogs in the provision of textbooks to 1.6-million learners, but only R285m 
was available as the textbook allocation had to compete with other social 
development needs. Allegations of fraud were investigated after tons of 
apparently relevant textbooks and unused answer books were found at a 
recycling depot in Mpumalanga, allegedly sent there for shredding by the 
provincial department of education. (DoE Survey, 2003) 

It is evident from the preceding analysis that the cost of textbooks could indeed 
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be an important contributory factor to the rising costs of education primarily 1 o 
because of inadequate competition in the production of textbooks, inappropriately 
high quality standards, costs relating to inefficient distribution, and poor retrieval 
rates in schools. 

2.5 Transport 
Transport provision by provincial government departments is limited and little 
data exists on overall costs. However, some data is available on total 
expenditure. For instance, R 17m was allocated to scholar transport in Gauteng in 
2001/02, while the Mpumalanga Department of Education increased the 
transport allocation for its roughly 400 farm schools by R5m to R 13m in 2002 
(DoE Survey, 2003) . 20 

Financial irregularities, including the loss of R3.6m, were identified in the 
Western Cape Department of Education's Learner Transport Scheme which 
provides transport to pupils who live in disadvantaged communities more than 
five kilometres from their schools. It costs the Western Cape Education 
Department R60m a year to transport learners in rural areas to school (DoE 
Survey, 2003) . 

In summary, while there is an urgent need for school transport, especially in rural 
areas, budgetary constraints mean most provincial departments of education 
provide little or no funding in this area. It is thus a negligible factor in the 
education pricing structure from a public cost perspective. However, the national 30 
Education Department is committed to providing transport to school children in 
rural areas. 

2.6 Infrastructure and Capital Equipment 
Data is available on infrastructure expenditure (see section 2.2) but not on the 
costs of provision and how these have changed over time. Price information, 
particularly on the construction of classrooms, by region , would be invaluable in 
helping to understand this component of the education pricing structure. 

Schools, in particular section 21 (self-governing) schools, are often not able to 
purchase equipment at bulk or wholesale prices, especially if each school only 
requires a few items. Equipment such as photocopiers, lawnmowers and 40 
administration computers are nevertheless purchased by a large number of 
schools in each district or province, often at the same time of year. With respect 
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to Section 21 schools, there is a need at provincial level to look at the possible 
integration of individual school orders into bulk orders, and the negotiation of 
system-wide contracts, which would lower the price of inputs (DoE, 2003). 

It has been suggested that education departments negotiate with individual 
suppliers of goods and services to secure better prices for schools. An 
agreement with Eskom is about to be concluded for preferential electricity rates 
for schools. Similar agreements for preferential rates could be pursued with one 
or more telephone companies (where there are no fixed lines, many schools 
depend on the cellular telephone network for communication with the PED) (DoE, 
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2003). Schools often rent photocopiers at the same rates private firms pay. This 10 
fragmented procurement of goods and services is another area that should 
receive attention . 

Where a provincial education department purchases goods on behalf of non
section 21 schools, it is often done at the lowest price, especially where, 
according to government procurement policy , small, medium and micro-sized 
enterprises (SMMEs) have to be given special preference. Whilst government 
must promote SMMEs, it was not intended to be at the cost of poor schools 
(DoE, 2003). This is a matter that requires much further detailed analysis. 

Anecdotal evidence suggests that many schools are not spending sufficient 
amounts on the maintenance of their buildings with the potential long-term result 20 
that capital expenditure on buildings would increase substantially and that it 
might then be cheaper to close them. Where the pupil profiles of schools had 
changed from middle income to poor, their income base was severely curtailed 
and the cost of running and maintaining such schools became unaffordable. It is 
therefore clear that such under-spending is extremely inefficient. 
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3.1 Education Expenditure as a Proportion of Total Household 
Expenditure 
Table 1 shows Stats SA education expenditure figures drawn from the 1995 and 
2000 household income and expenditure suNeys. The table shows expenditure 
on education by household income categories. Education expenditure rose by 
income from 1.0% for the lowest income households to 2.1 % for the richest 
households in 1995. For 2000, the corresponding figures were 1.5% and 3%. For 
all households, average education expenditure increased from 1.9% to 2.9% 
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during the period. 1 O 

Table 1: Education Expenditure as a percentage of Total Household Expenditure 
by Income (rand) Category 

IES 0-6867 6868 - 12660 - 23940 - > 52800 Total 
12659 23939 52799 

1995 1.0 1.1 1.4 1.9 2.1 1.9 

2000 1.5 1.6 1.8 2.5 3.2 2.9 

[Source: Statistics SA] 

Figures from Stats SA published in late 2002 showed that average household 
expenditure on all levels of education in 2000 ranged from between R614.63 in 
African households to R3,451 .32 in white households. Public schooling 
expenditure was highest among whites at R818.92 and lowest among Africans at 20 
R 170.95. Whites and Indians also paid more for private tuition and field trips . 
Expenses incurred not normally regarded as tuition, such as contributions to 
sports grounds, were greater in white and African than in coloured and Indian 
households. White households spent most on school, college and university 
textbooks and on stationery (R 133.82 and R79.56 respectively), followed by 
Indian/Asian households (Stats SA, Income and Expenditure of Households 
2000). 

According to the Quarterly Review of Education and Training in South Africa 
(cited in DoE Survey, 2003), a number of Gauteng communities were in the 
process of collecting data on issues including the costs of school fees, uniforms, 30 
books, transport and the provision of meals in schools, which were analysed by 
the Education Rights Project (ERP) for presentation at community meetings. The 
review also noted that households in the Rondebult community spend 49% of 
their income (R391 out of R800, on ·average) on education each month. 

The article suggested that "at the lower end of the schooling market, it would 
seem that no one would ever qualify for a school fees exemption" and implied 
that if the exemptions formula were broadened to include other education-relation 
costs such as uniforms, transport , textbooks and stationery it might benefit 
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poorer families more. The report also noted that exemptions were more likely to 
be granted where learners with low-income parents attended schools that 
charged high fees , but that such parents in fact did not send their children to 
such schools and that anyway "these schools conduct formal and informal 
assessments of the ability of the parents to pay fees before a child is admitted". 

3.2 Textbooks and Stationery 
Little information is available on the costs to households of textbooks. Some but 
not all schools require that parents buy textbooks which are more expensive for 
senior classes, each costing between R80 and R100. Publishers claim that some 
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schools that manage their own budgets spend money allocated for learning 10 
support materials on other items and run out of money for textbooks - section 21 
schools are not required to report to the provincial department of education what 
they have spent on learning support materials and thus succeed in this diversion 
of funds. Moreover, departments of education cannot directly censure schools 
that fail to manage their teaching resources adequately. 

Most schools that do not provide stationery suggest shops where learners can 
buy the articles at reasonable prices. In 2002 it was estimated that basic 
stationery requirements for a grade one pupil cost R 140 at local stationery 
retailer Waltons. These costs rise through the grades, with learners taking 
mathematics and science often requiring special equipment such as calculators 20 
(DoE Survey, 2003). 

3.3 School Uniforms 
There is some evidence that the increasing cost of uniforms constitutes a 
financial burden, especially for poor households. Whilst there is little expectation 
that the state should cover this cost, it is in the interests of the state to ensure 
that the cost of uniforms is kept as low as possible, while still responding to 
credible motivations for uniforms. High uniform costs result in an undue financial 
burden on households and impact negatively on the ability of especially poor 
households to provide for their children . 

Uniform costs vary depending on the supplier and uniform requirements. The 30 
system where schools have a special arrangement with a single supplier reduces 
competition and is problematic for people in rural areas. 

There are essentially two factors that potentially contribute to an escalation of 
school uniform prices . One factor is perhaps relatively easy to influence as it 
relates to the choices and policies of schools, but the other factor, linked to 
deeply entrenched traditions, attitudes, values and norms, requires public debate 
and awareness-raising to influence (DoE, 2003) . 

Uniforms that are excessively expensive could , in most cases, be replaced by 
less costly items through an alteration of the specifications and/or the range. The 
cost of maintaining the uniform should be added to the cost of actually buying it, 40 
as the specification of the uniform has a direct impact on the frequency of 
washing and ironing required . 
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Often the specifications schools set for their uniforms make it difficult for a variety 
of suppli~rs to compete with one another and lower the price. The specifications 
may include specialised items, such as school emblems, that make it costly for 
every supplier in an area to satisfy the demands made by each school in the 
area . Often the specialisation is such that it becomes impossible for the 'cottage 
industry' to satisfy the demand (DoE, 2003), which leads to a one-supplier 
situation that raises prices. In addition, there are possibly illegal factors that 
influence uniform supply. There have been accounts of school principals 
receiving 'kick-backs' in exchange for insisting that the school uniform may only 
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be purchased from a particular supplier. 10 

While research on this issue has not been adequate, crude estimates indicate 
that school uniforms are twice as costly as they would be if the market worked 
well , and if schools did not specify unnecessarily elaborate uniforms. The cost of 
equipping a learner with a uniform is anywhere between R700 and R2,000. This 
places a huge financial burden on low-income households (DoE, 2003) . 

Media survey evidence shows great disparities in uniform prices. One estimate 
showed that it would cost R520.99 to dress a grade one girl and R447.95 for a 
grade one boy. Costs for a grade eight girl are R1, 118.98 and a grade eight boy 
R1 ,352.98. These estimates are for one of each item only. Costs rise sharply 
where a uniform is specific to a school and has unique badges and colours . 20 
Furthermore, it costs R357 .00 to outfit a boy at primary level in a generic uniform 
compared to R710.00 for a unique uniform. The difference at secondary level is 
more marked where the estimate for a boy's generic uniform is R468.00 
compared to R 1, 187.00 for a unique uniform. 

The Department of Education (DoE , 2003) has suggested that solutions can be 
broken down into short-term and long-term solutions. 

In the short term, the national and provincial departments of education need to 
ensure that monopolisation of uniforms by local suppliers is broken. The easiest 
way to do this would be to insist through policy that all uniform specifications 
determined by schools should allow parents to buy the items in a competitive 30 
market, or to produce the items at home with minimal specialisation. In other 
words , schools would be allowed to continue to maintain fairly 'classical' school 
uniforms if they so wished, but the clothing would have to be available at 
competitive prices and should be relatively easy to produce at home. Some 
standardisation could be brought about, for instance to eliminate costly 
transitions from primary schools to secondary schools. This seems feasible, 
though the impact of the solution depends on factors such as: (1) how many 
schools currently make use of sole supplier uniforms; (2) how responsive the 
market can be expected to be to a narrower range of specifications, yet a 
situation in which much variation from one school to another would continue, and 40 
(3) how resistant schools with sole-supplier uniforms would be to change (DoE; 
2003). 

Long-term considerations should begin to influence current work where the 
possible introduction of an inexpensive standard uniform is concerned. Other 
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developing countries use a simple and standard national school uniform to make 
it easier for the poor to clothe their children . Experiences in such countries 
should begin to inform the debate in South Africa where standardisation could 
occur nationally or provincially. 

3.4 Transport 
Most schools do not include transport in their fee structures so it remains the 
responsibility of parents to find and organise it. These costs can be considerable 
in both rural areas (because of distances) and in urban areas - especially in the 
townships because of the large proportion of parents who choose to send their 
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children to better quality schools in the cities and suburbs. One estimate 10 
suggested that a taxi costs between R200 and R400 a month. In early 2002, 
transport was estimated at R1 ,200 a year for a middle-class child (DoE Survey, 
2003). 

Transport costs in particular were believed to have had an impact on the 
dwindl ing numbers of students at the Christian Brothers College in Green Point, 
an independent school facing closure in 2000. According to testimony to the 
Education Rights Project, a mother living in Durban Roodepoort Deep paid R150 
a year in fees for a school in Dobsonville, but R120 a month for door-to-door 
transport. Some parents who could not afford the cost of transport had simply 
given up on the ir children being educated (DoE Survey, 2003) . 20 

3.5 Infrastructure 
In some instances private costs of education have been exacerbated by fam ilies 
having to provide or fund infrastructure. There is some evidence from the 
Department of Education's media survey that suggests substantial parental 
contributions to infrastructure provision in the absence of government provision . 
School children , parents and teachers in Malalane, Mpumalanga, built their own 
high school with donated wood and tin after waiting more than two years for the 
government to fulfil its promises to build another high school in the area 
(previously children from eight primary schools had fed into one high school) . An 
unreg istered school established by the Vlakfontein community and operating out 30 
of a container was awaiting the outcome of the requisite 'planning and feasibi lity ' 
studies by the department to determine whether a public school should be built. 
Residents of Upper Culunca gave up on waiting for the Eastern Cape education 
department to build classrooms and did so themselves by raising R20,000 to 
build five classrooms over two-and-a-half years . A primary school in Grassy Park 
sold newspapers to fund the build ing of a laboratory for computers which were 
donated to it. 

3.6 School Fees 
There is no doubt that school fees have been the single biggest contributor to 
rising education costs for many households, particularly those from high-income 40 
categories who have the 'ability to pay' . Data from both Department of Education 
and Stats SA surveys confirm this . Parents in income quintile five pay 
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cons id era bly more than in any other quintile . Mean annual school fees paid per 
quintile five were between R300 and R2,700 in 2000. In the other 

fees paid are much lower. In quintiles one and two and nearly all of 
y rarely exceeded R100. 

learner in 
quintiles, 
three, the 

However, there is substantial variation in fees paid within the high quintiles. 
many households pay very high fees, a substantial number of 

ds in quintiles four and five pay less than R 100 per year. This suggests 
ehold income is not the only determinant of the level of fees paid . 
choice is another strong determinant (DoE, 2003). In quintile five in 

Although 
househol 
that hous 
Parental 
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particular, parents, because of their high capacity to pay fees, are faced with the 10 
option of paying more than a basic amount in fees to reduce the learner-educator 
ratio thro ugh the private employment of educators. A second factor influencing 
high sch 
capital in 

ool fees in some quintile five schools is the choice to continue using 
frastructure and equipment left from the apartheid years, such as 

schools and sports pavilions, which carry high maintenance costs. It 
emphasised that this is largely a matter of choice. On the other hand, 

swimming 
should be 
there are also many high-income earners who choose not to raise fees to pay for 
these thin gs. 

The 2001 Systemic Evaluation (Department of Education) data indicates what 
schools a ctually charged in fees . It also gives an indication of what is actually 20 
paid on a verage for each learner. The following table summarises the Systemic 
Evaluatio n (SE) and Income and Expenditure Survey (IES) data. 

Table 2: Fees charged and fees paid (in 2001 rand) 

Fees charged per learner Fees paid per learner 

SE SE IES 

01 83 18 49 

02 64 35 63 

03 85 49 89 

Q4 124 69 192 

Q5 2494 1720 986 

[Sources: DoE; Stats SA] 

In terms 
quintiles 
are to be 

of fees actually paid, the IES provides higher values than the SE for 
one to four, and lower values for quintile four. Lower values in the SE 
expected as this survey covered only Grade three learners, and fees 

er in the secondary grades (DoE, 2003). The quintile five figure is 
unexpected. The values in the table all confirm the pattern that fees in 

ve are significantly higher than in any other quintile. 

are high 
therefore 
quintile fi 

ees in 2002 contributed some R3.5bn to R5bn to schooling, depending 
ata is used and whether 'hidden fees' (see below) are factored in. This 
at some 8% to 11 % of all expenditure on public schools is from private 

sources. However, as stated earlier, private contributions are concentrated within 
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quintile five, where possibly as much as 35% of total expenditure on public 
schooling is from fees. In the three poorest quintiles, fees contribute between 
0.5% and 2.5% to total expenditure . 

Although the poorest fifth of all households pay low fees of around R50 per year 
in absolute terms, this constitutes a high proportion of household income. The 
very poorest spend, on average, 2% of income on school fees, whilst the figure 
for middle- and high-income groups is around 1 %. 

The term 'hidden fees' is used to refer to schools' demands for parents to make 
monetary or in-kind contributions over and above the officially determined school 
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fee . Schools sometimes demand that parents contribute additional fees to cover 1 o 
excursions or classes requiring expensive equipment like computers. It is 
common for schools to demand that parents buy stationery and textbooks for use 
in the classroom, or raw materials like cardboard and paint needed for school 
projects. 

Stats SA's 2000 Income and Expenditure Survey suggests that hidden fees 
amount to about 25% of the official fees, across quintiles. Two important points 
need to be noted about these statistics. First, because hidden fees generally 
constitute intermittent items that are demanded in a piece-meal fashion 
throughout the year, there would be a tendency for these inputs to be under-
stated. Respondents in the survey simply do not remember all the items, though 20 
they are fairly likely to remember what the official school fee is (DoE, 2003) . 

Secondly, these statistics represent what households actually provide, not what 
the school demands. The school may in fact demand a lot more than what is 
provided - such a situation makes it likely that learners end up doing without 
certain items in the classroom (DoE, 2003). 

Much media attention has been focused on what the 'hidden fees' for learners 
amount to. One report claimed, for instance, that a R 100 official fee concealed a 
hidden fee of some R6,700 when items such as food, transport and uniforms are 
included (DoE Survey). 

The Department of Education's media survey also suggested that fees at some 30 
schools have increased by up to 10 times since they were instituted at former 
model-C schools. One newspaper article quoted a senior Department of 
Education official as saying that the price of education has risen because of an 
insistence on uniforms, transport costs to schools away from where people live, 
vandalism, the poor retrieval of textbooks, schools charging more to provide 
state-employed educators with perks and an attitude that cost is a marker of 
quality. 

Efforts by the Department to encourage schools not to raise their fees were said 
to have been ineffective in 2001 . One report singled out a decrease in 
government subsidies as the reason behind fee increases - it cited a school 40 
which claiming that its subsidy was not sufficient to cover its lights and water bill. 
In 2001, fees at schools in the Free State and Northern Cape rose by 10%, and 
these schools instituted a book tariff over and above the fee in that year. 
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Fees vary widely across the provinces and across types of schools, determined 
by the school's situation, class size and facilities. In 2001, a good school in 
Zondi , Soweto, cost R100 a year in fees but R6,700 after costs for uniforms, 
stationery, food , transport, extramural activities and transport were included . A 
suburban school in the east of Johannesburg charged fees of R6,950 which grew 
to R15,480 after the addition of other necessary education costs; and an 
independent school in the northern suburbs of Johannesburg charged R30,486 in 
fees but costs totalled R41,000 when required educational inputs were included. 
At the school in Soweto the government paid 29 teachers, provided textbooks 
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and stationery and maintained the grounds and building; the school provided 10 
study and examination materials, and paid membership to a sporting body and 
for two security guards. The government paid 30 teachers at the public suburban 
school, while the school paid for 25 more teachers, administrative staff, 
maintenance and security. The independent school received no subsidy from the 
government. 

In late 2001, township schools were said to charge between R100 and R500 a 
year while suburban schools charged R300 to R 1,000 a month. In the Western 
Cape, annual primary school fees ranged from R50 at Vuyani Primary in 
Gugulethu to RSOO at Garlandale Primary (Athlone), R3,600 at Sea Point Primary 
and R5,620 at Grove Primary (Claremont). High school fees ranged from R 130 at 20 
Vuyiseka High (Philippi) to R1 ,200 at Livingstone High (Claremont), R6,800 at 
Camps Bay High and R9,600 at Wynberg Boys High. Primary schooling at 
Reddam House (Tokai), an independent school, cost R14, 180 to R21, 165 while 
secondary schooling cost R28,220 a year (DoE Survey, 2003) . 

Cost of Independent Schooling 

Parents with children at independent schools also felt the pressure of inflation on 
school fees in 2001. Education costs were said to have risen far above inflation 
at private schools in particular. Independent school fees were set to increase by 
10% in 2002. A founding director of the Crawford Group of Schools said that 
there was no set formula according to which fees were determined , but that they 30 
were kept "market related , in line with what other private schools are asking". It 
was reported that uniforms, textbooks and extramural activities would cost 
parents an additional R2,000 over and above fees (DoE Survey, 2003). 

Independent schools vary significantly, charging fees from RS,000 to R30,000 a 
year in 2001, though another source suggested a variation of between R30 ,000 
and R60,000 a year. In 2002, grade one at Crawford College cost R11,000. 
Hilton College outside Pietermaritzburg cost R62,000 a year including meals and 
boarding, and was the most expensive school in the country in 2001 . 

A number of articles also reported the pending closure of independent schools 
struggling for funding. Independent schools in Orange Farm, Gauteng, 40 
complained that their subsidies had been reduced, paid late or not received at all 
- the flux in their learner numbers as people moved in and out of the informal 
settlements resulted in their being underpaid (DoE Survey, 2003). 
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4. CONCLUDING SUMMARY 

In South Africa very little is known about the costs of education. Although good 
budgetary data exists, such data is often inadequate for a detailed study of costs 
since it covers expenditures rather than real resource or opportunity costs. 
Moreover, it often presents planned or provisional budget estimates rather than 
actual expenditure. In addition, there is very little data on private expenditure. 

Moreover, few conclusions can be drawn from the Consumer Price Index (CPI), 
both because education comprises only a small proportion (3.38%) of the 
'household basket of goods and services' and most of this (3.33% points) is for 
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tuition and attendance fees, including higher education. 10 

In addition, the South African education system is characterised by the absence 
of adequate knowledge about schooling outcomes. Undue emphasis has been 
placed historically on the matriculation pass rate and very little on cost-effective 
analyses to determine outcomes of education in non-financial terms (such as 
literacy and numeracy levels). 

Public Costs of Education 

Four sets of cost items are key to obtaining an understanding of public costs in 
the schooling system: personnel expenditure, textbooks, pupil transport, and 
infrastructure and capital equipment. 

Recent evidence suggests that provincial departments of education are 20 
succeeding in curtailing growth in personnel spending in their budgets. 

The cost of textbooks could indeed be an important contributory factor to the 
rising costs of education, primarily because of inadequate competition in the 
production of textbooks, inappropriately high quality standards, costs relating to 
inefficient distribution and poor retrieval rates in schools. 

While there is an urgent need for school transport especially in rural areas, given 
budgetary constraints, most provincial departments of education provide little or 
no funding in this area . It is thus a negligible factor in the education pricing 
structure from a public cost perspective . 

Data is available on infrastructure expenditure but not on the costs of provision 30 
and how these have been changing over time. Price information, particularly on 
the construction of classrooms, by region, would be invaluable in helping to 
understand this component of the education pricing structure. 

With respect to capital equipment in schools, the limited evidence suggests that 
greater savings could be attained in co-ordinated efforts by section 21 schools to 
purchase capital equipment and to negotiate preferential rates in the provision of 
services from the major utilities. 

21 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1174) 

Private Costs 

ANNEX " NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Adm inistered Prices: Education 

The key categories of private (household) costs are textbooks and stationery, 
uniforms, infrastructure, transport, and fees . 

Little information is available on the costs to households of textbooks . Some but 
not all schools require that parents buy textbooks which are more expensive for 
senior classes. 

There is some evidence that the increasing cost of uniforms is constituting a 
financial burden especially for poor households. While research on this issue has 
not been adequate, crude estimates indicate that school uniforms are twice as 
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costly as they would be if the market worked well, and if schools did not specify 10 
unnecessarily elaborate uniforms. 

Most schools do not include transport in their fee structures so it remains the 
responsibility of parents to fund this . These costs can be considerable in both 
rural areas (because of distances) and in urban areas, especially in the 
previously black townships, because of the large proportion of parents who 
choose to send their children to better quality schools in the cities and suburbs. 

In some instances, private costs of education have been exacerbated by families 
having to provide or fund infrastructure. There is some evidence drawn from the 
DoE media survey that suggest substantial parental contributions to 
infrastructure provision in the absence of government provision . 20 

There is no doubt that school fees have been the single biggest contributor to 
rising education costs for many households particularly those from high-income 
categories who have the 'ability to pay'. 

Overall, fees in 2002 contributed some R3.5bn to R5bn to schooling, depending 
on what data is used and whether 'hidden fees' are factored in. This means that 
some 8% to 11 % of all expenditure on public schools is from private sources. 

Although the poorest fifth of all households pay low fees in absolute terms , of 
around R50 per year, this constitutes a high proportion of household income. The 
very poorest spend on average 2% of income on school fees, whilst the figure for 
middle- and high-income groups is around 1 %. 30 

Survey data suggest that hidden fees amount to about 25% of the official fees , 
across quintiles. There has been much media attention around what the 'hidden 
fees' for learners amount to. One report claimed, for instance, that a R 100 official 
fee concealed a hidden fee of some R6700 when items such as food, transport 
and uniforms are included . 

What the limited data on education costs reveal can be summarised as follows: 

a) With respect to the public costs of education, it is evident that the major 
cost drivers relate to textbook and infrastructure provision (although the 
evidence is less conclusive on the latter) . 
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b) The government's commitment to equity in the public funding of education 
has led to a dramatic redistribution of public funds away from previously 
advantaged schools (mainly white , middle class) to formerly 
disadvantaged schools (mainly black, low income). The consequences of 
the strategy have been two-fold. For the former group, it has seen a 
substantial increase in tuition fees, especially in some of the self
managing section 21 schools to make up for the deficit in public funding . 
As stated earlier, the magnitude of these increases has been determined 
largely by the 'ability and willingness to pay' criteria . However, there is no 
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evidence to suggest that fees oscillate. Rather, they appear to be on a 1 o 
consistently increasing trend with the only limiting factor appearing to be 
the school community's willingness to pay. 

c) For formerly disadvantaged schools, the substantial increase in public 
funding post-1994 has still not been able to address all the costs of 
education provision, largely because of the enormous, apartheid-inherited 
backlogs, especially in the provision of infrastructure, textbooks and other 
learning materials. This has meant that even for the poorer segments of 
the society, there have been and continue to be substantial private costs 
relating particularly to uniforms, transport and books. 

Table 3 summarises the various public and private cost items, the trend of pricing 20 
pressures (upward, downward, neutral), the role of government in influencing 
prices and the degree of this influence, and the role of other institutions. 

With respect to public costs, significant downward pressure has been exerted on 
personnel costs . The main role players here have been government and the 
trade unions in the education sector. Secondly, little is known about the costs of 
infrastructure provision and so far government has played only a limited role in 
influencing prices in that sector. Prices are primarily a function of market 
structures and other conditions prevailing in the construction industry. Thirdly, 
there is little doubt that there is significant upward pressure on textbook prices. 
However, government appears to be reluctant to play an active role either in 30 
limiting price increases or in creating the conditions for greater competition . The 
major role players are the publishers who are benefiting from oligopolistic 
conditions. 

23 



Consolidated CCT Record ANNEX "NT6" - Undated Report prepared by Mr P Pillay 

for the attention of the National Treasury of the RSA 
titled : Admin istered Prices : Education 

994 
(Labour Court Case No. JS00/2020) 

(Main Application Bundle - Page 1176) 

Table 3: Forces Influencing Education Costs in South Africa 

Role of Government 

Public Costs 

1. Personnel 

2. Infrastructure 

3. Textbooks t 
Private Costs 

4. Textbooks t 
5. Uniforms t 
6. Transport t 
7. Infrastructure 

~ 
Provision 

8. Fees 

a. (Small) proportion of t 
Section 21 schools 

b. Rest of Section 21 
schools plus non

Section 21 schools 

Notes: 

t 
+ 

= 
= 

upward pressure 

downward pressure 

...-. = neutral or little/no information 

3 

1 

1 

1 

2 

1 

1 

1 

1 

Arrow Indicates trend only, not magnitude of trend 

Other Institutions 

Trade Unions 3 

Construction Industry 3 

Publishers 3 

Suppliers 3 

Private Providers 3 

Governing Bodies & Parents 3 

Governing Bodies & Principals 3 

1 = no Influence 

2 = moderate influence 

3 = substantial Influence 

On the side of private costs, for a relatively small group of Section 21 public 
schools 'top-up' fees have risen sharply and consistently. The government has 
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neither attempted to put a 'cap' on such increases nor has it provided any 
incentives for these schools to become more efficient, especially in terms of their 
outputs and outcomes. In the absence of an active role on the part of 
government, these schools' governing bodies have managed to convince their 
communities that higher costs translates into better quality education . The rest of 
the public schooling sector, namely many section 21 schools and non-section 21 
schools, have kept fees at relatively low levels and these have probably declined 
in real terms. The reasons for this situation include the poor socio-economic 
status of many communities in which these schools are located (non-section 21 
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schools mainly) and a general reluctance on the part of parents to contribute to 10 
school fees (mainly section 21 schools in lower-middle and middle income 
areas). The government has had little success thus far in persuading these 
communities to make more significant contributions to the schooling of their 
children. As part of this effort, provincial departments of education are 
undertaking training programmes for self-governing bodies on fund-raising and 
school financial management. 

For all communities, there is evidence that prices are rising significantly for 
uniforms and school transport. The government has now devised a strategy to 
dampen costs in the provision of uniforms by proposing the setting of provincial 
standards, which will hopefully reduce the wide range of uniforms that need to be 20 
produced, and hence lower costs . With respect to transport, private costs, 
especially in urban areas are rising sharply - partly because of an inadequate 
public transport system and partly because of the distances pupils have to travel 
to good schools, especially those learners from the previously black townships. 

The analysis has shown that the Department of Education's influence on costs 
has been insignificant or in many cases totally absent other than on personnel 
costs. Anecdotal and the limited empirical evidence suggest that some 
government intervention (of varying intensity) is required in each of the following 
sectors: textbooks, infrastructure, uniforms, transport, and fees, to limit the 
increase, particularly of the so-called hidden costs on households. In the 30 
textbook sector, active steps are needed to introduce greater competition , to 
lower costs, and to improve distribution and retrieval rates . 

On the infrastructure side , government can contribute by undertaking analyses of 
the costs of provision , including cost-benefit measures. Moreover, the 
Department of Education should explore together with the Departments of Public 
Works and Trade and Industry the potential for the SMME sector to become 
involved in education infrastructure provision. With regard to uniforms, as noted , 
the government has commenced the process to control costs but much more 
work will be needed on its part, especially to implement its policy to stop the 
spiralling costs of this item. 40 

On transport, in the rural areas, the government is committed to providing 
transport to pupils but little has been done so far - this should be prioritised as 
part of the government's strategy to improve quality of schooling . In the urban 
areas, the Department should investigate together with the Department of 
Transport and private providers how costs could be lowered. For example, such 
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role-players should investigate how a portion of bus subsidies currently being 
provided by the Department of Transport could be diverted to school pupils. 

As noted, school fees have risen sharply in some section 21 school fees , albeit a 
small minority at this stage. However, there is potential for this to spiral out of 
control , especially if more schools start to equate quality of outcomes with higher 
cost. The Department is understandably reluctant to adopt an interventionist 
stance and impose limits on fee increases. However, a much more strategic 
approach would be to emphasise the efficiency arguments rather than the 
budgetary considerations . In this respect, much greater emphasis has to be 
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placed on cost-effective analyses of education, particularly with respect to 1 O 
measuring quality of outcomes. The Department of Education commendably, has 
started this process with its Systemic Evaluation of Grade three learners in 2001 . 
But this aspect of the government's work needs to be accelerated and expanded 
as part of the process of increasing the internal efficiency of schooling and 
reversing the current widespread notion that more money and higher costs of 
provision represent the route to better education. 
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REPORT ON CURRENT PUBLIC SERVICE WAGE AGREEMENT 

Dr Duncan Pieterse 

15 July 2020 

THE CURRENT WAGE AGREEMENT IS UNSUSTAINABLE 

The development of an unsustainable fiscal position 

1. Government's wage bill setting process was designed to allow civil servants 
share in the prosperity of a growing economy. It sought to balance flexibility in 
wage setting with certainty for the fiscal framework . The wage agreements have 
tended to characterise an inflation plus productivity increase, as well as pay 
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progression. This model for remuneration was based on an implicit assumption 1 o 
of trend GDP growth of around 3 per cent per annum, and inflation within the 
inflation targeting band. 

2. In the last decade, this wage setting model has failed to adjust as economic 
outturns have altered. 

a. Real gross domestic product (GDP) per capita has declined since 2015 and 
productivity growth has been slow and appears to be slowing. 

b. Economic growth has persistently been worse than expected since 2011 
(see figure 1.1 which shows successive growth disappointments relative to 
Budget projections). Estimates of long-term potential growth, the natural 
rate of growth for the economy, have fallen from close to 4 per cent in the 20 
late 2000s to less than 1 per cent in 2019. 

c. The benefits from lower inflation have not been reflected in the wage bill, 
because the practice of uclawing back" inflation over or under-estimations 
was dropped. This meant that when inflation was lower than projected, 
public servants maintained a higher wage than negotiated. This detached 
public sector wage bill outcomes from economic outcomes even further. 

3. Wage setting practices did not alter, however, and the rate of increases in the 
public sector wage bill remained higher than nominal GDP growth in every year 
since 2008/09 bar one (see figure 1.2) . 

4. In addition, there was a sharp increase in wage spending in 2008/09 as the 30 
Occupation Specific Dispensation (OSD) was initiated from 1 July 2007, raising 
wages for health care professionals, school and office- based educators, 
correctional service officials and other professions such as engineers and 
architects. 
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Figure 1: Economic growth forecasts and wage bill increases 

1.1 Growth disappointed relative to 1.2 Pace of increase in public 
forecasts sector wage bill did not adjust 
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5. As a result, public-service compensation has grown by about 40 per cent in real 
terms over the past 12 years, increasingly out of line with the rest of the economy. 
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With the wage bill rising faster than nominal GDP, and by implication revenues, 10 
wages accounted for an ever-larger share of tax revenues - moving from 32 per 
cent of revenue in 2006/07 to 42 per cent of revenue in 2019/20. 

As wages have grown more unaffordable, the fiscal position has worsened 

6. Even as economic growth rates declined, government expenditure continued to 
increase. As a result, government expenditure increased from 27.9 per cent of 
GDP in 2009 to 32.2 per cent of GDP in 2019. 

7. Despite the introduction of new tax measures to increase revenue, which rose 
from 23.3 per cent of GDP in 2009 to 26.0 per cent in 2019, South Africa's 
spending has exceeded its revenues every year since 2008. The budget balance 
has deteriorated from a surplus of 0. 7 per cent of GDP in 2007, just before the 20 
global financial crisis , to a deficit of 6.3 per cent in 2019. 

8. As the gap between revenue and spending has widened every year, higher 
borrowing has been required . There has been a steady rise in government's debt 
relative to the size of the economy. Since 2008/09, debt to GDP has risen from 
24.8 per cent to 48.9 per cent in 2015/16 and 61.6 per cent in 2019. 

9. Higher borrowing has meant that the portion of revenue spent on servicing debt 
has been rising steadily. Debt-service costs have been the fastest-growing area 
of spending , rising from 9.8 per cent of main budget revenue in 2010/11 to 15.2 
per cent in 2019/20. At the time of the Budget Review 2020, the government 
forecast that by 2022/23, interest payments would exceed health spending . At 30 
the same time, the Budget Review of 2020 forecast that the economy would grow 
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on average just 1.3 per cent between 2020 and 2023, excluding the impact of 
inflation. 

1 O. As the fiscal position and growth outlook continued to deteriorate, perceptions of 
fiscal risks grew, particularly since 2018, as evidenced by the increase in the cost 
of borrowing and the rand's weakness relative to other emerging market 
currencies. 

Figure 2: Government borrowing costs prior to Budget 2020 
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Government's fiscal policy position in Budget 2020 

11. In these situations, in order to lower the cost of borrowing (for the government as 
well as the economy as a whole) and restore confidence in the sustainability of 
the fiscus, generally, governments have three policy levers: (i) raise taxes; (ii) 
increase borrowing; or (iii) reduce spending. The choice of policy levers depends 
on the effectiveness of the measure as well as its expected knock-on impact on 

10 

the economy in the near and long term. 20 

12. Taking this into account, the 2020 Budget Review adopted a combination of 
reduced spending as well as increased borrowing, whilst not undertaking major 
tax increases based on an assessment of these risks. 
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Figure 3: Debt-to-GOP outlook and budget balance 
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i) The unviability of tax increases 

13. There have been large tax increases over the past 6 years, estimated to raise 
around R115 billion annually. Tax policy adjustments included: 

a. A one percentage point increase in all personal income tax rates, except 
the bottom bracket 

b. Limited relief for inflationary changes to the personal income tax brackets 
and rebates 

c. An increase in the inclusion rates for capital gains to 40% (was 25% in 
2012) 

d. An increase in the dividends withholding tax rate from 15 per cent to 20 per 
cent 

e. A new top personal income tax rate of 45 per cent for taxable incomes 
above R1 .5 mill ion 

f. Large above inflation increases in the General Fuel Levy and the Road 
Accident Fund Levy 

g. Above inflation increases in excise duties on alcohol and tobacco 
h. An increase in the value-added tax rate to 15 per cent 

14. The increases in tax have shifted the tax-to-GDP ratio upwards, close to the peak 
in 2008 (see figure x) - although with much higher rates of tax compared to 2008. 
The reduction in tax was predominantly due to lower corporate income tax 
revenues following the GFC, but was also due to a weakened tax administration. 

15. Tax increases in the last few years have begun to be less effective and did little 
to increase the overall tax-to-GDP ratio until value-added tax was increased to 
15 per cent in 2018/19. In the 2020 Budget, the government did not increase 
taxes, stating that large tax increases had already taken place over the last five 
years and that further "substantial increases are unlikely to be effective". As 
shown in Figure 2, the tax-to-GDP ratio did not increase between 2015/16 and 
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2017/18, even though large tax increases were implemented. Over this period of 
increasing tax rates, the shortfall in expected tax revenue got progressively 
larger, culminating in a R66 billion shortfall in 2018/19. 

Figure 4: Tax types as a proportion of tax revenue and tax revenue as a percentage 
of GDP 

4.1 Tax types as a share of total tax 4.2 Gross tax revenue as a share of 
revenue GDP 
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16. There are no obvious gaps in the tax system that could generate significant 
increases in revenue. For example, recent tax increases have fallen 
predominantly on personal income taxes (PIT), which has seen PIT gradually 

10 

increase as the largest revenue item. PIT now comprises almost 40 per cent of 20 
all tax revenue. Corporate income tax rates are relatively high compared to 
peers. The Davis Tax Commission has noted that the wealth tax is unlikely to 
generate significant revenue . 

17. The 2020 Budget stated that South Africa's tax-to-GDP is already high given the 
country's level of development and that new tax increases could harm the abili ty 
of the economy to recover. 

18. Furthermore, the economic shock from the COVID-19 pandemic will result in 
significant additional revenue shortfalls, putting even greater pressure on the 
state to collect sufficient revenue to sustain social expenditure. 

ii) The unviability of borrowing more 

19. South Africa's deep and liquid capital markets, stable macroeconomic policy, and 
transparent regulation , have long been a source of strength for the country, 
together with our sophisticated pension fund industry. 

20. Government proposed in the Budget Review of 2020 to borrow more than 
expected at the time of the MTBPS 2019 - even with proposed reductions in 
spend ing increases. It highlighted the risks of continuing such a strategy, given 
the redemption profile (bonds becoming due that would have to be repaid or 

~Ms 
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rolled over) as well as the sensitivity of government debt to macroeconomic 
variables. These risks were mitigated by currency and maturity issuance 
decisions. 

Figure 5: Government borrowing is subjected to risks 
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iii) The viability of reducing spending 

21 . Government sought to manage the pressure by reducing the pace of growth in 
spending and to ensure the pace of growth in spending reflected the needs of 
the country most. 

22. The proposal was therefore very different to reducing nominal spending, which 
was for example the strategy used in countries such as Greece - where civil 
servants saw their take home pay decline and spending did not just decline in 
real but also nominal terms. 

23. In determining how to allocate the slowdown in spending increases, government 
took into account that the composition of spending has been steadily 

10 

20 

deteriorating, with government spending less on infrastructure and more on 30 
consumption over time. Between 2013/14 and 2018/19, in response to lower 
economic and revenue growth, government repeatedly reduced the planned rate 
of increase in expenditure. Most of these reductions were applied to goods and 
services and capital budgets, while leaving the wage bill relatively unchanged. 
Transfers to state owned entities and policy commitments outside the budget 
process worsened this trend . The wage bill remains the largest component of 
spending by economic classification , averaging around just over 35 per cent 
between 2010/11 and 2019/20 . 

24. As illustrated in the 2017 MTBPS, there are several reasons why government 
should slow down the growth in the public sector wage bill : 40 

a. Public servants tend to receive higher remuneration than taxpayers in 
general at every point of the distribution up to the 9Q1h percentile; 
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b. The combination of salary adjustments, improved benefits and upward 
progression has resulted in a large increase and equalisation in 
remuneration levels in the public service over the past decade; 

c. Rising compensation budgets increasingly crowd out other expenditure, 
including the complementary inputs required for public servants to 
execute their functions effectively; 

25. Furthermore, when a government is forced to reduce spending, the research on 
fiscal multipliers for South Africa suggests that the main thrust of any fiscal 
consolidation should fall on consumption spending such as wages , rather that 
increased taxes, because reducing consumption expenditure has the least 1 o 
harmful impact on long-run growth and living standards. 

Budget 2020 

26. Against a backdrop of worsened growth and fiscal outcomes, and heightened 
uncertainty about fiscal sustainability, in Budget 2020, the Government sought 
to take action to manage rising expenditure levels, including wages, with 
immediate effect. 

27. The 2020 Budget proposed spending reductions to narrow the consolidated 
deficit from 6.8 per cent of GOP in 2020/21 to 5.7 per cent in 2022/23. The net 
reduction is mainly from reducing planned expenditure increases by R261 bill ion, 
of which R 160.2 billion were reductions to wage bill increases for national and 20 
provincial departments, and national public entities.1 

28. The proposed reductions in wage increases would see consolidated 
compensation spending rise by 3.5 per cent over the medium-term framework, 
below inflation increases. This would be equivalent to an average 1 per cent 
contraction in real terms over the medium term. Goods and services and capital 
budgets would continue to grow in real terms. 

29. The Budget Review 2020 also noted that over the next year, the National 
Treasury and the Department of Public Service and Administration would 
improve the wage-setting mechanism. 

1 Due to reallocations and additions totalling R 111 .1 billion, net reductions were only R 150bn. 41\.. 
~rv· 7 
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Table 5.1 Adjustments to main budget non-Interest expenditure since 2019 Budget 

Rmllllon 202IJ/21 2021/22 2IJll/23 MTEFtotal 

2019 Budget non-Interest expenditure 1545 500 1653077 1736 538 4 935 115 

Less: Contingency restrve 6000 6000 6000 18000 

Alloc.ated expenditure (2019 Budget) 1 539500 16470n 1730S38 4917115 

Skills d~lopment levy adjustments -1025 -1 722 -soo -3 246 

Baseline reductk>ns and reallocations -66045 -88149 ·106801 ·260 995 

Programme baseline reductions -28 238 -33 219 -39 341 ·100 798 

Wage bill reductions -37 807 ·S4 929 -67 460 ·160196 

Baseline allocations 59293 29981 21843 111117 

Financial support for state-owned companies 44042 14 309 1 n1 60128 
Net change In adjustments announced In 2019 Budget' 7 753 7 620 11953 27 326 

Programme allocations 7499 8051 8113 23 663 

Allouted In 2020 Budeet 1531 nc 1587186 1645080 4 763 991 

Pius: Contfnoencv reserve 5000 sooo 5000 15000 

2020 Budnt non-Interest expenditure 1536 724 1592186 1650080 4 ns991 

Change in non-Interest exoenditure since 1019 Budget -8 776 -60890 -86458 ·156124 
l . Includes reversal of so11tngs from wage bill measures ond nationol macro-reorganisation of go~mment, 

adjustments due to lower CPI, ond early retirement savings In police 
Source: Notional Treasury 

30. It was proposed that compensation budgets would only increase by 
approximately 1.6 per cent for 2020/21 financial year. 

31 . This decision was motivated by the fact that it was in the best interests of civil 
servants and the broader South African public. Specifically: 

a. It is preferable to reduce wage growth rather than head count growth. It 
is widely accepted that it is more equitable that, in the event of difficulty 
covering the wage bill, everyone takes some form of pain, rather than 
some losing their jobs entirely whilst others' pay is unaffected. The 
Budget Review 2020 noted that the required compensation savings 

10 

20 

could be found through a combination of modifications to cost-of-living 30 
adjustments, pay progression and other benefits rather than head-count. 

b. The distribution of the current wage bill makes it very difficult to make 
savings without it falling on all workers. Whilst action can be taken from 
an equity perspective to ensure that senior managers face larger 
reductions in pay increases, or even in nominal pay, it is not possible for 
these to generate significant savings for the fiscus, since these 
individuals make up a relatively small proportion of the wage bill. 

32. The 2020 Budget took into account that the wage-bill measures announced in 
the 2019 Budget, amounting to R27 billion, were largely reversed due to low take 
up of early retirement and smaller than anticipated savings from the 40 
reorganisation of government. 

33. Action now is preferable to action later since immediate action requires less 
sacrifice from workers over time. Delaying improvements today on the wage bill 
means that larger reductions will be required of workers in the future . In order to 
save R160bn in wage bill spending , Government proposed reductions that 
amount to R37.8 billion in 2020/21, R54.9 billion in 2021/22 and R67.5 billion in 
2022/23. Without the R37.8bn in reductions in 2020/21, savings of on average 

~-Ma 
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R80billion will have to be found in 2021 /22 and 2022/23. This would leave 
workers worse off in nominal terms in 2022/23 than taking some pain upfront in 
2020/21 . The reason that these increases are not equivalent is because of the 
effect of compounding . Action to reduce spending now requires less austerity 
later on. 

34. Immediate action was preferable because to delay the fiscal adjustment mean 
that South Africa would be particularly vulnerable to a shock in government 
revenues or external capital. This has become painfully evident as a result of the 
COVID-19 pandemic. Our failure to restore fiscal balance meant that we were 
not able to respond as aggressively as we did in response to the financial crisis. 10 

35. Immediate action helps to mitigate the negative economic impacts of a fiscal 
position that investors perceive as unsustainable. Perceptions about the 
credibility of fiscal policy are important because it influences borrowing costs. 

36. Higher government borrowing costs have a knock-on effect on the costs of 
borrowing for corporates and households and can reduce investment and 
employment. If the cost of government borrowing goes up, firms - which are seen 
as riskier to lend to than government - will have to increase their lending rates in 
order to convince investors to lend money to them instead of government. An 
unsustainable fiscal position can also affect investor perceptions about the risks 
posed by the currency and inflation. If they expect the currency to weaken 20 
because fewer investors wish to hold South African assets, or they think inflation 
may rise due to wage pressure from civil servants or currency weakness affecting 
import prices such as oil, the cost of borrowing will rise to compensate them for 
these higher risks . 

37. In the run up to the Budget 2020, government had to manage perceptions 
regarding fiscal policy credibility, its commitment to contain spending, and 
government's willingness and ability to implement economic reforms. This was 
evidenced by government borrowing costs. 

a. Since 2018, South Africa had seen the relative cost of borrowing rise 
compared to other emerging market economies, as measured by the 30 
sovereign risk premium. 

b. This can also be illustrated by an example: in 2019, SA issued a 30-year 
bond for US$3bn in international market at T +358 bps. A month later, 
Brazil priced a similar tenor with a similar amount at T +256 bps . Even 
though Brazil had already been downgraded to sub-investment grade by 
the major rating agencies, Brazil's pricing was significantly tighter 
compared to South Africa's . This rating and pricing disparity could be 
attributed to Brazil's government's clear and credible strategy to contain 
spending, which South Africa lacks. 

9 
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Figure 6: Government borrowing costs rising 
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Table 1: Average Annual 10-year Bond yields 

Year South Afr ica Brazil 

2017 8,7 10,3 

2018 8, 7 10,6 

2019 9,0 7,9 
2020 (Jan -Feb) 

2020 (Jan-June} 

8,9 
9,6 

6,7 
7,3 

Source: Bloomberg, National Treasury 

38. There was a sharp increase in borrowing costs for government following the 
announcement of Budget Review 2020, which illustrates the importance that 
future borrowing requirements have on current interest rates. Since then, the 
COVID-19 shock and subsequent recovery in response to ultra-low global 
interest rates, have meant bond yields have recovered somewhat. However, they 
may have been even lower had the fiscal position been stronger. 

39. As time passes, the fiscal position continues to deteriorate, raising the risks for 
not taking action. Since the tabling of the 2020 Budget, the economic and fiscal 
situation have worsened further. 

10 

a. Fiscal indicators show that government overspent its 2019/20 budget by 20 
R7 billion, thus placing severe strain on the 2020/21 spending budget 
due to unbudgeted carry-through effects; 

b. Expenditure pressures associated with health, policing and relieving the 
distress of poor and unemployed people are expected to increase further 
as South Africa fights COVID-19. Government has had to commit R500 
billion, including spending measures of R190 billion, for this purpose, 
potentially taking public finances to the breaking point. 

c. The Covid-19 pandemic has created the worst global economic crisis 
since the Second World War, which will probably exceed the Great 
Depression in impact; 

d. Government expects the economy to contract by 7.2 percent in 2020. 
This lower economic activity is resulting in job losses, business failures 
and reduced foreign investment; 

e. Tax revenues are expected to fall by a minimum of R304.1 billion on top 
of the declines that were estimated in February; 

30 
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f. The rand has depreciated by 18.1 per cent against the US dollar since 
January, partly out of concern that the government will not be able to 
service its debt. South Africa's risk premium - the additional return that 
investors demand to compensate for higher levels of risk - stood at 5.2 
per cent at 15 June 2020, compared with 3.2 per cent at the end of 2019. 

g. International investors have sold off about R58 billion in South African 
government debt. 

h. The government gross borrowing requirement has tripled in three years 
and market dynamics have worsened. Since February 2020, the gross 
borrowing requirement for the current year - the sum of the main budget 1 o 
deficit and maturing loans - has increased by R344 .2 billion to R776.9 
billion. The subscription rates have come down and yields remain 
elevated to post COVID-19. The current weekly auction level across all 
Instruments is R20 billion and is expected to increase further to respond 
to the government gross funding requirement for 2020/21 . This implies 
that unless drastic action is taken, given current savings levels in the 
country, the elevated budget deficits and gross government borrowing 
requirements cannot be funded or sustained beyond 2020/21. 

40. Taken together, if government is unresponsive, these developments could lead 
to a sovereign debt crisis for South Africa, which occurs when a country has 20 
difficulty in repaying those individuals and institutions who hold its debt. 
Sometimes this means that a country defaults on its debt because it fails to pay 
a loan at the time it is due. This has happened in Russia and Argentina. Another 
type of debt crisis is when a country undergoes restructuring of its debt in order 
to avoid a default, as was the case for Ukraine in 2000, Pakistan in 1999, and 
Uruguay in 2003. Or a country could be solvent, and able to pay its debt over the 
long-term, but have debt servicing difficulties because it is unable to meet 
immediate debt repayments. In this case, which has occurred in Mexico in 1994-
95, Brazil in 1999, Turkey in 2001, and Uruguay in 2002, the decision of domestic 
and international investors not to roll over a country's short-term liabilities, leads 30 
to a sovereign debt crisis . 

EFFECT OF DEDICATING INCREASINGLY SCARCE RESOURCES TO WAGES 

41 . The current wage arrangement evolved out of a desire to: (i} adjust remuneration 
dramatically in 2007/8; and (ii) ensure public servants shared in a growing 
economy through greater-than-CPI cost-of-living adjustments plus progression. 
The first was achieved, but the second was premised on an assumption of 
economic growth of greater than 3 per cent plus a year, which has not 
materialised . This is the crux of why the wage bill has become increasingly 
unaffordable. 

42. Between 2006/07 and 2018/19, the economy grew by 158 per cent. Over the 40 
same period, average remuneration grew by 193 per cent and total spending on 

#AO 11 
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compensation (when one includes the increase in personnel numbers) grew by 
236 per cent. Therefore, compensation spending by government has accounted 
for a growing share of the country's gross domestic product, rising from 8 per 
cent in 2006/07 to 12 per cent in 2018/19. 

43. According to StatsSA's latest (4Q 2019) Quarterly Employment Survey (QES), 
which surveys formal sector employers (including government), average 
remuneration in national and provincial government was about 40 per cent higher 
than average remuneration in the private sector in 2019/20 (Figure 3). 

Figure 7: Average monthly remuneration: private sector v national & provincial 
government (2009110 to 2019120) 10 
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Source: Stats QES, Four quarter moving average. 

44. The gap between public and private sector remuneration is largely a function of 
the fact that a larger fraction of the public sector workforce has a tertiary 
qualification than is the case for the private sector. Using a moving 4-quarter 
average of monthly remuneration as reported in the QES in order to eliminate 
the seasonality of wages (which are higher in December than in other months), 
we find that average monthly remuneration in the public sector rose by 102 per 
cent between 2009/10 and the end of third quarter of 2019/20, but by only 90 per 
cent in the private sector. 

45. Although the differential between public servants and the private sector, as 

20 

measured by the QES in Q3 of 2019, is about 40 per cent, this understates the 30 
differential between remuneration in the public sector and in the private sector. 
There are a number of reasons for this : 

a. The figures used by the QES include the employment of low-wage, 
temporary workers (such as those employed through the Expanded 
Public Works Programme and the Community Work Programme). The 
inclusion of these employees tends to result in a lower calculation of 
average remuneration in the public sector. 
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b. Using averages conceals the fact that wage inequality is much greater 
in the private sector than it is in the public sector, and the best-paid 
employees in the private sector also have much higher incomes than the 
best-paid employees in government. The result is that the calculation of 
the average wage in the private sector is increased by the very high 
levels of remuneration at the top of the distribution in the private sector. 

46. Since 2006/07, compensation spending by government has grown much more 
quickly than the budget. In 2006/07 consolidated spending amounted to R493.8 
billion while compensation spending amounted to R154.7 billion. By 2019/20, the 
corresponding figures were R1,781 .2 billion and R567.4 billion. 10 

47. Thus, between 2006/07 and 2019/20, total spending increased by 261 per cent 
while spending on compensation increased by 267 per cent. Over the same 
period, however, the economy grew by only 180 per cent, which is the key reason 
why tax revenue increased by only 177 per cent (from R495.5 billion to 
R 1,358.9 billion) . 

48. The relatively slow growth of the economy and of tax revenues had the result 
that compensation spending accounted for 42 per cent of tax revenue in 2019/20 
compared with 31 per cent in 2006/07. This means that the rise in compensation 
spending is a key driver of the increase in government borrowing and, therefore, 
of rapidly rising debt service costs, which rose by 293 per cent between 2006/07 20 
and 2019/20. 2 

49. In principle, there are two forces that could explain an increase in compensation 
spending: an increase in personnel numbers or an increase in remuneration. 

50. In practice, the increase in compensation spending on the main budget (i.e. 
including national and provincial departments and excluding public entities) 
between 2006/07 and 2018/19 is overwhelmingly driven by increased 
remuneration : personnel numbers increased by 15 per cent from 1.147 million in 
2006107 to 1.317 million in 2018/19, while average remuneration increased from 
R 134 000 per person per year to R393 000, an increase of 193 per cent. 

51. Even after taking inflation into account, real remuneration rose by 44 per cent 30 
across the public service over the period. 3 The upshot of this is that nearly 80 
per cent of the increase in the wage bill between 2006/07 and 2019/20 can be 
explained by higher levels of remuneration (even after taking account of inflation) 
and less than 25 per cent can be explained by the increase in the size of the 
establishment. 

52. As noted, average remuneration in the public sector rose from R134 000 in 
2006/07 to R393 000 in 2018/19. That is an average annual increase of 9.4 per 
cent. Given that inflation averaged only 6.5 per cent over the period, annual 

2 See Budget Review 2020, Statistical Tables 2 and 5. 
3 Preliminary analysis shows that in 2019/20, inflation adjusted remuneration increased by a further 1.5 40 
percent. ~!/J 
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increases in average remuneration were about 3 per cent higher than inflation 
(Figure 1 ). 

Figure 8: Inflation v Increases in average remuneration 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

-Annual inflation -- Increase in average remuneration 

53. There are three main reasons for the rapid rise in remuneration levels in the 
public service: 

a. Wage agreements that ensure salaries increase at faster than the rate 
of inflation, 

b. The introduction of occupational specific dispensations (OSDs), and 

10 

c. Promotion and progression policies. 20 

54. The rise in compensation spending - which has not been matched by a rise in 
tax revenues - has meant that the wage bill has: (i) ensured that government 
has had to borrow more money than it would otherwise have had to do; and (ii) 
that spending on wages (combined with higher spending on debt service costs) 
has squeezed out other kinds of spending, especially on capital investment and 
on the other inputs public servants need to deliver services (e.g. medicines, text 
books, etc.). 

55. This "crowding out" effect has a negative impact on service delivery because the 
budgets that are currently being reduced to compensate for low growth in tax 
revenue and the dismal performance of the economy are the complementary 30 
inputs required for public servants to execute their functions effectively. This 
"crowding out" effect also reduces South Africa's growth in the long-run because 
it means we are spending less on basic service delivery, infrastructure and other 
items that are critical to the effective service delivery as well as the functioning 
of the economy. 

56. When South Africa's long-run growth is reduced, it means the country will 
become poorer and the standard of living will decline. And as the country 
becomes poorer, it will be unable to afford to take care of the most vulnerable 
people in South African society. 
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The need for cost containment measures 

1. Economic growth has been subdued for the past 10 years, with growth slowing 

substantially since 2017/18. Real GDP growth was 1.3 per cent in 2017/18 and 

has declined to 0.6 per cent in 2019/20. This implies a reduction in the growth 

of government revenue . This has been further exacerbated by the slowdown in 

economic activity and R304 billion revenue reduction in the current financial 

year, due to the COVID-19 pandemic. 10 

2. To mitigate the impact on the deficit, government has introduced cost 

containment measures and baseline cuts since the 2013 MTEF. In total these 

amount to R422.5 billion accumulated over a period of 7 financial years. Of this 

total, R73.8 billion has been on wages, representing 5.8 per cent of the total 

compensation budget. 

3. Other spending items like goods and services and payments for capital assets 

have been cut by 11 .9per cent and 19.9 per cent respecti~ely, impacting 

frontline service delivery, as less resources are available for spending on 

medicine, school books, food for children, fuel for police vehicles and capital 

programmes like hospital and school building. 

4. Growth in public sector wages has however remained strong, growing faster in 

real terms than other spending items. This growth in wages implies that the 

number of government officials must be reduced in order for departments to 

remain within compensation ceilings. Headcounts in government has 

consequently been declining over the past 3 years, with a further negative 

impact on service delivery, as it implies less teachers , health workers, social 

workers, etc. 

5. Public sector wages have grown much faster than private sector wages. In 

2018/19 the average private sector wage was just under R273 000 per year, 

20 
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compared with an estimated average remuneration of R352 000 for employees 

of national and provincial government. 

Trends in the public sector wage bill 

6. In 2018/19, spend ing on compensation of state employees accounted for 

35.4 per cent of consolidated national expenditure. Compensation is one of the 

largest components of public spending and, since 2006/07, has grown faster 

than any category except payments for financial assets. 

Figure B.1 The drivers of increased compensation spending 
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7. Growth in government compensation spending has been driven by real 

increases in wages and benefits rather than higher employment levels. In 

addition, the rate of growth of compensation has diverged between the public 

10 

and private sectors over the past eight years, as average remuneration growth 20 

has moderated in the private sector. 

8. Between 2006/07 and 2018/19 total compensation spending on the main 

budget more than tripled, from R154 bill ion to R518 billion . Above-inflation 

remuneration increases account for the largest proportion of this spending , as 

shown in Figure B.1. of the 2019 MTBPS, included above. 

9. Personnel numbers peaked in 2012/13 and have since decl ined by about 

1.4 per cent. On average, between 2006/07 and 2011/12, every publ ic-service 
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employee who left was replaced with 1.6 employees. In comparison, since 

2012/13, more people have left the public service than have been hired . 

1 O. After adjusting for inflation, average remuneration in the public service rose 

66 per cent between 2006/07 and 2018/19. Much of this increase was 

concentrated in 2009/10 and 2010/11, where the fastest rise in wages was 

recorded in high-skill professions, including medical doctors, teachers and 

lawyers, where occupation-specific dispensations were introduced. 

11 . Average remuneration in the public sector is higher than average remuneration 

in the rest of the economy. Data from Statistics South Africa's Quarterly 

Employment Survey (QES) show that average remuneration across 11 O non- 1 O 

agricultural sectors and sub-sectors in 2018/19 was just under R273 000, 

compared with an estimated average remuneration of R352 000 for employees 

of national and provincial government. 

12. Real growth in average remuneration has created significant spending 

pressures in all government departments, especially where compensation is a 

large portion of total spending , such as in the security sector (police) and 

education (teachers). Because this spending cannot be adjusted in the short 

term, it tends to crowd out other spending in departments if budgets have to be 

reduced. 

Baseline reductions introduced since 2013 MTEF 

13. In the 2012 Budget government introduced the first of a series of baseline 

adjustments. These were required to mitigate the increasing gap between 

revenue collection and spending, which resulted in increasing the budget 

deficit. In total R422.5 billion in accumulated reductions to baselines were 

introduced over 7 financial years. 

20 
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Accumulated baseline reductions since 2013 MTEF 

Baseline Baseline 
Basellne 
before 

R' billion 
allocation reductions 

reductions 

2013/14 1 042 .0 -2 .7 1044 .6 

2014/15 1131.5 -12 .0 1143.5 

2015/16 1 226.6 -22.2 1 248 .8 

2016/17 1294.9 -27.6 1 322 .6 

2017/18 1 411.2 -40.8 1452 .0 

2018/19 1 510.9 -72.7 1583.6 

2019/20 1647.6 -83.6 1 731.2 

2020/21 1 761.0 -161 .0 1922.0 

Total 11025.8 -422.5 11448.2 

Percentage 
reduction 

-0.3% 

-1. 1% 

-1.8% 

-2 .1% 

-2 .8% 

-4.6% 

-4.8% 

-8.4% 

-3.7% 

14. Reductions since Budget 2012 imply a 3.7 per cent decrease of the total main 

budget baseline. This was mainly focussed on goods and services (11 .9 per 

cent) and capital (19.9 per cent) budgets. Transfer payments, which includes 

the provincial and local equitable shares, provincial and local conditional grants 

and transfers to public entities and households in the form of social grants, have 

been reduced by R244.2 billion over the period. 

15. Non-wage baseline reductions impact frontline service delivery, as less 

10 

resources are available for spending on medicine, school books, food for 20 

children, fuel for police vehicles and capital programmes like hospital and 

school building 

Accumulated baseline reductions since 2013 MTEF 

Baseline Basellne 
Baseline 

Percentage 
before 

R' billion 
allocation reductions 

reductions 
reduction ___ ... __ 

Compensation of employees 1178.0 -73.8 1 251.8 -5.9% 

Goods and services 535.5 -72.2 607.7 -11.9% 

Interest and rent on land 1 251.4 1 251.4 

Transfers and subsidies 7 813 .7 -244 .2 8 057.9 -3.0% 

Payments for capital assets 130.0 -32.3 162 .3 -19.9% 

Payments for financial assets 117.1 117.1 

Total 11025.8 -422.5 11448.2 -3.7% 

Baseline reductions introduced in Budget 2020 

16. In addition to baseline reductions implemented in previous financial years, the 

2020 Budget introduced further reductions in government programmes, 

implying the need to review programmes, possibly resulting in closure or 

30 
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downscaling over the medium term. Some examples of reductions that will 

impact service delivery include: 

(i) Public transport spending was reduced by R 13.2 billion over three years, 

mainly on allocations to the Passenger Rail Agency of South Africa and 

the public transport network grant. 

(ii) Reductions in basic and higher education infrastructure allocations 

amount to R5.2 billion over the medium term, including the TVET 

infrastructure grant, university infrastructure grant, provincial education 

infrastructure grant. These reductions are expected to cause revisions 

to infrastructure plans and delays in project completion. 1 o 

(iii) Spending in the national Department of Health was reduced by R3. 9 

billion over the MTEF period . This implies that some activities related to 

national health insurance will be phased in over a longer timeframe. 

(iv) Other programmes where large adjustments were introduced includes 

the Employment Creation Facilitation Fund, the EPWP goods and 

services portion, manufacturing incentives, special economic zones and 

the provincial roads maintenance grants, to name but a few. Details of 

all reductions are provided in the summary pages of the 2020 Estimates 

of National Expenditure. 

Additions to spending for the COVID-19 fiscal relief package 

17. Budget allocations across national, provincial and local government fund R 145 

billion of government's response to the COVID-19 pandemic. The R145 billion 

in additional spending is partially offset by temporary suspensions to spending 

amounting to R100.9 billion from national and provincial departments, implying 

an increase in the main budget deficit of R36 billion. This R36 billion will 

contribute to an increase in national debt. 

20 
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Table 2.1 Main budget non-interest expenditure increases 
R million 2020/21 

Support to vulnerable households for 6 months 

Health 
Support to municipalities 
Other front line services 
Basic and higher education 
Small and informal business support, and job creation 

and protection 

Support to publ ic entities 

Other COVID-19 Interventions 
Allocated for COVID-19 fiscal relief package 
Land Bank equity investment 
Provisional allocations for COVID-19 fiscal rel ief 

Total 
Source: National Treasury 

40 891 

21 544 

20 034 
13 623 
12 541 

6 061 

5 964 

1 766 

122 425 
3 000 

19 575 
145 000 

18. The R145 billion allocation funds government's COVID-19 response across 

national, provincial and local government. Some of the significant allocations 

are for: 

(i) R42 billion is allocated to support vulnerable households through social 

grant increases and the new social relief of distress grant. 

(ii) R20 billion is allocated for support to municipalities, for the loss of 

revenue due to the lockdown and to assist with additional costs 

associated with the COVI D response. 

(iii) Public health spending is increased by R21 .5 billion to support health 

interventions for COVID-19 nationally and provincially. 

(iv) Other frontline services is allocated R 13.6 billion, which mainly includes 

new allocations of R3 billion and R 1.3 billion in reallocations in Defence, 

which will be used to procure disinfectant tunnels, set up quarantine 

10 

20 

clinics, procure personal protective equipment for deployed soldiers, to 30 

repatriate South African citizens and to purchase additional medical 

supplies. Police receives an additional allocation of R3.7 billion and 

re prioritises R 1.1 billion to support the department's COVID-19 

response, including personal protective equipment for police officials. 

R829 million in Public Works for quarantine sites. 

(v) Basic and Higher Education - RS billion reprioritised to Higher Education 

providing laptops and data to students for online learning and devises 

for NSFAS students. R4.5 billion in conditional grants and R3 billion in 

~·· Ab 6 
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provincial equitable share redirected towards basic education, for clean 

water and soap, mobile classes, daily cleaning of classrooms, screening 

of learners and teachers, sanitisation of workspaces, etc. 

(vi) Small and informal business support, and job creation and protection -

R 1.1 billion reallocated by Transport towards the Taxi Relief scheme, 

R 1.2 billion allocated by the Department of Small Business to protect 

jobs and sustain some small enterprises and R500 million by DTI for 

reprioritised towards firms that are in distress as a result of the 

restrictions on economic activity, and R 1.4 billion by COG TA for the 

Community Works Programme. 10 

(vii) Support to Public Entities - R4.4 billion to SANRAL for revenue loss due 

to lockdown and R 1.5 billion by Environmental Affairs to entities to 

compensate for their revenue loss. 

(viii) Other COVID-19 interventions - This mainly includes PPE purchases in 

multiple departments. 

Adjustments to non-interest spending plans 

19. Funding for the COVI D-19 response has been secured by shifting resources 

from existing programmes and drawing down surplus funds from institutions 

such as the Unemployment Insurance Fund (UIF) . Most of the targeted 

reprioritisation is provided by a RB0.9 billion temporary suspension of baseline 20 

allocations. This suspension consists of R54.4 billion in national departmental 

allocations, R 13.8 billion in provincial conditional grants and R 12.6 billion in 

local conditional grants. Provincial suspensions include R20 billion funded from 

the provincial equitable share. 
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Table 2.2 Revisions to main budget non-interest expenditure 
R million Amount 

Main budget non-interest expenditure (2020 Budget Review) 1536 724 

Proposed upward expenditure adjustments 

Proposed downward expenditure adjustments 

National departments' baseline suspensions 

Repurposing of provincial equitable share 

Provincial conditional grant suspensions 
Local government conditional grant suspensions 

Other adjustments 

National Revenue Fund payments 

Downward revisions to skills development levy 

Lower skills development levy due to 4-month holiday contribution 

Revised non-interest expenditure 

Change in non-interest expenditure from 2020 Budget 

Source: National Treasury 

145 000 

-100 885 

-54 403 

-20 000 

-13 848 

-12 633 

-8109 

13 

-2 122 

-6 000 

1572 730 

36 006 

20. The following criteria were applied in identifying the R100.9 billion in 

suspensions for the 2020/21 financial year: 

(i) Underspending due to delays caused by the lockdown was removed from 

the baselines of affected departments; 

(ii) In some cases, spending on goods and services was reduced by 20%; 

(iii) Allocations for capital and other departmental projects that could be 

delayed or rescheduled to 2021/22 or later were temporarily suspended; 

and 

(iv) Allocations to programmes with a history of poor performance and/or slow 

spending were reduced. 

21 . Most of the funds reduced are redirected towards the COVID-19 response 

within functions, while the remaining funds are redirected towards 

government's social and economic relief package. 

22. Over the medium term, main budget non-interest expenditure is expected to 

decrease as a share of GDP. Spending reductions amounting to about R230 

billion are required in 2021/22 and 2022/23, followed by further reductions in 

2023/24. These measures are in addition to proposed medium-term reductions 

of R160.2 billion to the public-service wage bill set out in the 2020 Budget. 

Failure to achieve these reductions will require larger reductions to wages and 

10 

20 
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other spending areas in the outer years of the spending framework, higher 

revenue increases or a further increase in government debt. 

National government debt and debt-service costs 

23. The continued poor performance of the economy over the past few years, as 

well as the impact of the COVID-19 pandemic has resulted in a widening of the 

gap between revenue and expenditure . This is leading to a sharp increase in 

the gross borrowing requirement. Since February, the cost of government 

borrowing has also risen due to credit rating downgrades and capital market 

outflows. 

24. Beyond 2020/21, to avoid debt spiralling out of control, government must 

implement major reforms and rapid fiscal consolidation stabilise debt in 

2023/24. Without action, economic growth recovers slowly and remains low, 

debt spirals upwards and debt-service costs crowd out public spending on 

health, education and other policy priorities. Rising debt, and the possibility that 

government will be unable to repay it, leads bondholders to require higher 

returns, pushing up debt-service costs. A weaker currency, lower confidence 

and capital fiight reduce GDP growth and revenue collection . This is not a viable 

option for South Africa . 

Figure 4.1 Main budget revenue and expenditure Figure 4.2 Debt outlook scenarios 
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collection and lower expenditure . However, gross national government debt is 

still projected to increase from R3.26 trillion (63.5 per cent of GDP) in 2019/20 

to R3.97 trillion (81.8 per cent of GDP) in 2020/21 . By the end of 2022/23, gross 

loan debt is expected to amount to R4.83 trillion, or 86 per cent of GDP. 

26. Debt-service costs will increase from R204.8 billion in 2019/20 to R236.4 billion 

in 2020/21 , or from 4 per cent of GDP to 4.9 per cent of GDP. Debt-service 

costs are expected to reach R301 .1 billion, or 5.4 per cent of GDP, in 2022/23. 

Table 4.4 Total national overnment debt 
End of period 2019/20 2020/21 2021/22 2022/23 
R billion Prelimina Bud et Revised Medium-term estimates 

Domestic loans' 2 874.1 3 227.6 3 476.2 3 899.2 4 316.0 

Short-term 360.7 409.0 506.7 562.7 626.7 
Long-term 2 513 .4 2 818 6 2 969.5 3 336.S 3 689.3 

Fixed-rote 1863.2 2 075.0 2 215.1 2 528.4 2 755.3 
Jnjlocion -linked 650.2 743 .6 754.4 808.1 934.0 

~reign loans' 387.2 334.4 497.8 471.8 514.9 
Gross loan debt 3 261.3 3 562.0 3 974.0 4 371.0 4 830.9 
Less: National Revenue Fund -263 .6 -221 .6 -210.5 -115 .5 -116.0 

____.b.ank_bal.ru:es - --- -
Net loan debt1 2997~ 3 340.4 3 763.S 4 255.5 4 714.9 --
As percentage of GDP: 

Gross loon debt 63.5% 65.6% 81.8% 82.0% 86.0% 
Net loan debt SBA% 61.SY. 77.4 % 79.9% 83.9% 

1. Estimates include revaluations based on National Treasury's projections of inflation and exchange rotes 
2. Net loan debt is gross loon debt minus the bank balances of the National Revenue Fund 
Source: National Treasury 

27. Without active interventions as outlined in the Supplementary Budget Review, 

debt will quickly spiral beyond 140 per cent of GDP, as shown in Figure 4.2. 

However, the actions being implemented by government will result in the debt-

10 

20 

to-GDP ratio peaking at a projected 87.4 per cent in 2023/24 and declining 30 

gradually thereafter. 
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liquidity I 
Revenue cost 

Impact of COVID-19 tax measures: interest free 
loan (R billion} 

(R billion) 

Expansion of employment tax incentive to pay up to R750 to all 
15 

employees with an income below R6,SOO per month 

Deferral of 35 per cent of PAYE liabil ity for four months for businesses 
19 2 

with expected gross income of less than RlOO mil lion 

Deferral of 35 per cent of provisional tax payments for the next six 
months for businesses and the self-employed with expected gross 12 3 
income of less than RlOO million 10 

Skills development levy holiday for four months 6 

A 90-day deferral for alcohol and tobacco excise duty due to be paid in 
6 

May and June 

Three-month deferral for fil ing and payment date of carbon tax 2 

Case-by-case application for deferral 5 

Total 44 26 

Grand total 70 
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REPORT ON THE RISE OF COMPENSATION SPENDING 

Edgar Sishi 

15 July 2020 

Introduction 

1. This report is prepared under my supervision with input by National Treasury 

officials for purposes of the Labour Court litigation under case number 

JS00/2020 concerning the public service wage bill. It deals with the following 

topics in the context of the 13 years since the 2008 global financial crisis and 

the onset of the Covid-19 pandemic: 

a. Aggregate compensation spending (which has grown much faster than 10 

gross domestic product, rendering the public sector wage bill 

increasingly unaffordable, and necessitating increased borrowing) 

b. The growth in compensation spending (which was driven by rising 

remuneration of officials rather than increasing personnel numbers) 

c. Slow economic growth (which means that tax revenues have grown 

much less quickly than compensation spending, with the result that 

government borrowing has become increasingly unsustainable) 

d. Consequences of slow economic growth and slow revenue growth 

(namely rising compensation spending crowding out other kinds of 

spending critical for service delivery and for laying the basis for faster 20 

economic growth). Because compensation spending accounts for a 

large proportion of all spending, when it increases more quickly than the 

budget as a whole, it has the effect of crowding out other spending . This 

crowding out manifests in three different ways: 

i. At a departmental level , rapid compensation spending growth 

means that departments have fewer resources available for 

complementary inputs (e.g. textbooks, medical equipment) and 

for maintaining or expanding infrastructure necessary for service 

delivery (e.g. schools, clinics) . This effect is greatest in those 
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parts of the public service that are most labour-intensive: 

education, health and policing . 

ii. At the level of aggregate public spending, rapid compensation 

spending growth crowds out spending on infrastructure and other 

investment programmes, with implications for South Africa's 

quality of life in the present and for its medium- and long-term 

growth prospects. 

iii. At a macro-economic level, rapid spending growth (driven by 

compensation spending) has led to rising levels of indebtedness 

which has increased borrowing costs (which leads to further 1 o 
crowding out of non-compensation spending) , and which has also 

had the effect on raising aggregate economic risks, and, with it, 

the costs of borrowing in the economy as a whole. This has 

resulted in reduced investment by the private sector, resulting in 

slower growth and less employment. 

2. The Covid-19 emergency has dramatically exacerbated economic and fiscal 

crisis that started with the economic recession of late 2019. The emergency 

situation imposes extensive fiscal consequences. 

The rise of compensation spending 

3. The underlying logic of the system for setting wages in the public sector was 20 

designed to allow civil servants share in the prosperity generated by a growing 

economy. This is why the most significant element of every wage agreement has 

been a cost-of-living adjustment that was higher than inflation. In addition to the 

real increases in wages effected through CPI-plus adjustments, the pay 

progression system is intended to reward public servants whose skills, knowhow 

and productivity ought to rise with increasing experience. Implicitly, this model 

for remuneration growth was based on an assumption of trend GDP growth of 3 

per cent or more per annum, and inflation within the inflation targeting band. 

4. Apart from these annual adjustments, government also effected a large "step 

change" in the structure and level of remuneration when occupation-specific 30 

wage dispensations were introduced in 2007/08. These resulted in large 

tt-· ft· 2 
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adjustments to remuneration, especially for officials in core professions: 

teachers, nurses, doctors, etc. 

5. In the last decade, this wage setting model has failed to adjust as economic 

performance has deteriorates. 

a. Real gross domestic product (GDP) per capita has declined since 2015, 

while productivity growth has been slow and appears to be slowing . 

b. Economic growth has persistently been worse than expected since 2011 

(see figure 1.1 which shows successive growth disappointments relative to 

Budget projections). Estimates of long-term potential growth (i.e. the 

expected rate of growth for the economy) have fallen from close to 4 per 1 o 
cent in the late 2000s to less than 1 per cent now. 

c. Although the rate of inflation has fallen, the benefits from declining rates of 

inflation have not been reflected in the wage bill, because cost-of-living 

adjustments, once made, have tended to overestimate actual inflation, 

resulting in higher-than-expected real wage growth which is not recouped 

in subsequent adjustments since the practice of "clawing back" was 

dropped. This has meant that when inflation was lower than projected, 

public servants maintained a higher wage than negotiated. This detached 

growth in the public sector wage bill outcomes from economic outcomes 

even further. 

6. As a consequence of the above, the rate of increases in the public sector wage 

bill remained higher than nominal GDP growth in every year since 2008/09 bar 

one (see figure 1.2). 

3 

20 
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Figure 1: Economic growth forecasts and wage bill increases 

1.1 Growth disappointed relative to 1.2 Pace of increase in public 

forecasts 
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Between 2007 /08 (the year before a recession associated with global financial 
crisis) and 2019/20 (the year before the Covid-10 economic crisis) , public sector 
spending grew by an average of just under 10 per cent a year, with spending on 10 
compensation growing more quickly than that (10.3 per cent per year) . Over the 
same period, tax revenues grew by only 7.5 per cent per year. The gap between 
the rate of growth of spending and the rate of growth of taxes on the main budget 
has meant that a budget that was in balance at the time of the global financial 
crisis ran increasingly large deficits between 2009/10 and 2019/20. This has 
resulted in the rapid rise of public debt, which increased nearly six-fold from 
R577 billion in 2007/08 to R3 261 billion in 2019/20 (i .e. R2.7 trillion), rising from 
27.8 per cent of GDP to 63 per cent in 2019. Before the Covid-19 emergency, 
debt was expected to rise by another R300 billion to R3 561 billion in 2020/21, 
but that figure has now been revised upward by a further R412 billion to R3 974 20 
bill ion as a result of the collapse of tax revenues this year (See Annexure A for 
basic data on the main budget). 

4+-· Af) 4 
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Tax revenue v total consolidated expenditure 
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7. Between 2007/08 and 2019/20, consolidated government spending over the 

period amounted to a total of R14 563 billion rand, of which 33 per cent consisted 

of spending on compensation. This was by far the largest category of 

expenditure, coming in at more than twice the next largest category of spending -

transfers to households (16 per cent) which includes social grants, land reform 

and the RDP housing programme. 

Total spending by economic classification 
Aggregate spending 2007 /08 - 2019/20 
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8. Of the major categories of spending (i.e those that account for more than 3 per 

cent of total spending), compensation spending, which has increased at an 

average of over 10 per cent a year, has been among the fastest growing. This 

5 

10 

20 
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rate of growth has been exceeded only by the rate of growth of debt service costs 

(12 per cent per year) and transfers to municipalities (10.8 per cent per year), 

with the growth of the latter being partly explained by the need to offset budget 

pressures created by rising compensation costs at municipal level. 

9. If we exclude the cost of the "bailouts" effected in 2019/20, compensation 

spending rose from 31 per cent to 33 per cent of consolidated spending between 

2007/08 and 2019/20. This figure would have been even higher had government 

not imposed a spending ceiling on government departments' compensation 

budgets in 2013//14, by which point compensation spending already accounted 

for nearly 34 per cent of expenditure . As a result of those spending ceilings , a 1 O 

number of government departments have had to reduce headcounts (largely 

through natural attrition), with implications for service delivery. 

10. Importantly, this calculation understates the impact of compensation spending 

on the sustainability of SA's public finances because it ignores the fact that 

spending has been financed through greatly increased borrowing. If we compare 

compensation spending to tax revenues - i.e. government's primary source of 

income - the impact of rapidly rising compensation spending is more obvious: 

between 2007/08 and 2019/20, compensation spending rose from the equivalent 

of 31 per cent of tax revenues to 42 per cent of revenues. 

11. Covid-19 will impact dramatically on the relationship between compensation 20 

spending and tax revenues. While the February budget estimated that 

compensation spending in 2020/21 would amount to 42 per cent of the value of 

tax revenues, the expected decline in revenue means that this figure is now 

expected to be 51 per cent. It must be stressed that the budget did not make 

provision for the implementation of the third year of the 2018 wage agreement. 

If the wage agreement were implemented, this figure would rise to closer to 60 

per cent if tax revenues. 

12. Because compensation spending accounts for a third of government 

expenditure , and because it has increased considerably faster than tax revenues 

(10.2 per cent per year between 2007/08 and 2019/20 compared to 7.5 per cent 30 

per year) , compensation spending is one of the main drivers of the increase in 

government borrowing. Data presented below show that over the period in 

'Pf-· /§; 6 
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question, average remuneration has increased by 44 per cent in inflation

adjusted terms - or just under 3 per cent a year. We estimate that if the rate of 

real remuneration growth had been half the actual figure (i .e. if real remuneration 

increases had average 1.4 per cent per year), government would have had to 

borrow R814 billion less than it did in fact borrow. As a consequence the stock 

of outstanding debt at the end of 2019/20 would have been 25 per cent lower -

R2 44 7 billion rather than R3 261 billion. Even if the reduced debt burden did not 

result in a lower cost of borrowing, debt service costs would have been just under 

R 150 billion in 2019/20 rather than over R200 billion. 

The impact of government borrowing on the economy as a whole 

13. Other things being equal, increases in government borrowing are associated with 

rising interest rates, because government must compete for savings against 

other borrowers and because lenders become increasingly wary of the risk of 

lending to over-indebted borrowers. In circumstances in which global capital 

markets have excess liquidity, increased borrowing does not lead to higher 

borrowing costs measured in absolute terms, but borrowing costs rise relative to 

the lower costs that might otherwise have prevailed and which other sovereign 

borrowers enjoy. Importantly, as government's borrowing costs rise, so too do 

the borrowing costs of SA's firms and households. Thus, increased government 

10 

borrowing has knock-on effects through higher interest rates on the levels of 20 

private sector investment, and, therefore , on the level of employment. 

14. An unsustainable fiscal position can also impact on investment directly even in a 

context of low or stable interest rates : if investors and businesses believe that 

government's financial position is untenable, they will be concerned that future 

macroeconomic disruption (e.g. accelerating inflation, the imposition of higher 

taxes, default on debt or financial crises) is more likely, and, as these perceived 

risks rise, so they become more reluctant to invest in either financial assets or in 

the building of industrial and commercial activities. Thus, higher government 

indebtedness and increased borrowing are associated with reduced economic 

dynamism and growth as investors and businesses become more concerned 30 

about the associated macroeconomic risks. 
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15. · Perceptions about the risks attendant on SA's public finances have worsened in 

recent times. This is apparent in the fact that since 2018, South Africa had seen 

the cost of borrowing rise relative to the costs of borrowing that other emerging 

economies pay. For example, in 2019, SA issued a 30-year bond for US$3bn in 

international market at 358 basis points above the interest rate paid by the US 

government (i.e. the interest paid on what financial markets regard as the safest 

debt instruments in the world) . A month later, Brazil launched a similar bond that 

was priced at only 256 basis points above that of US bonds. This was despite 

the fact that Brazil had already been downgraded to sub-investment grade by the 

major rating agencies and has previously defaulted on foreign borrowings. The 10 

102 basis point difference means that SA is paying US$10.2 million a year more 

than Brazil for every US$1 billion dollars borrowed 

Figure 2: Rising borrowing costs 

6.1 SA risk premium compared to 6.2 10 year bond yield compared to 

Brazil Brazil 

7,0 Table 1: Average Annual 10-year Bond yields 

6,0 -South Africa Year South Africa Brazil 

c 2017 8,7 10,3 
&. s.o .. 2018 8,7 10,6 
~ 4,0 
c 2019 9,0 7,9 
" 2020 (Jan -Feb) 8,9 6,7 R 1.0 

2,0 2020 (Jan-June) 9,6 7,3 

1,0 

Source: Bloomberg Source: Bloomberg, National Treasury 

Could government have raised more taxes instead of increased borrowing? 

16. As noted in paragraph 4 above, economic growth has decelerated considerably 

since 2007/08, with per capita GDP falling over the past five years. Even as 

economic growth has declined, however, government expenditure has continued 

to increase, with the result that public expenditure as a proportion of GDP rose 

from under 26 per cent of GDP in 2007/08 to over 32 per cent of GDP in 2019/20. 

20 
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17. South Africa's spending has exceeded its revenues every year since 2008. The 

budget balance has deteriorated from a surplus of 0. 7 per cent of GDP in 

2007108 , just before the global financial crisis, to a deficit of 6.3 per cent in 

2019/20 (i.e. before the Covid-19 crisis) . As noted in paragraph 0 this has led to 

a six-fold increase in public debt, which has also driven an increase in spending 

on debt service costs. Given the expectation that growth would continue to be 

slow, the 2020 Budget (pre-Covid) projected that the ratio of debt to GDP would 

continue to rise to over 70 per cent by 2023/23. 

Figure 3: Debt-to-GDP outlook and budget balance at the time of the February 2020 

budget 10 
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spending and revenue 
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18. In these circumstances, it is natural to ask whether government could have 20 

raised taxes even further to reduce the need to borrow more. In this regard, it 

should be stressed that a variety of tax measures have been implemented over 

the past six years to raise taxes, and that these have collectively increased 

annual taxes by an estimated R 115 billion. They have also meant that the ratio 

of tax to GDP rose from 23.5 per cent in 2009/10 to over 26 per cent in 2019/20. 

These measures have included: 

a. A one percentage point increase in all personal income tax rates apart 

from the bottom bracket 
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b. Limited relief for inflation-related changes to the personal income tax 

brackets and rebates 

c. An increase in the inclusion rates for capital gains to 40 per cent from 25 

per cent 

d. An increase in the dividends withholding tax rate from 15 to 20 per cent 

e. A new top personal income tax rate of 45 per cent for incomes above 

R1.5 million 

f. Above-inflation increases to the General Fuel Levy and the Road 

Accident Fund Levy 

g. Above-inflation increases in excise duties on alcohol and tobacco 

h. An increase in the value-added tax rate to 15 per cent 

19. Because of the weakness of the economy and the decline in efficiency of SARS, 

until the rise in VAT to 15 per cent, tax increases over the recent past had not 

been effective in generating additional revenues. Indeed, actual tax collection 

has been substantially lower than anticipated in the past 8 years. including a 

shortfall of R63 in 2019/20 and of R57 billion in 2018/19. It is for this reason that 

the 2020 Budget Review recorded that "substantial increases [in taxes] are 

unlikely to be effective". Indeed, as shown in Figure 1, the tax-to-GDP ratio did 

not increase between 2015/16 and 2017/18, even though large tax increases 

10 

were implemented. Over this period of increasing tax rates, the shortfall in 20 

expected tax revenue grew progressively larger. 

ff Mr 10 
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Figure 4: Tax types as a proportion of tax revenue and tax revenue as a percentage 

of GOP 

4.1 Tax types as a share of total tax 4.2 Gross tax revenue as a share of 

revenue 
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20. There are no obvious gaps in the tax system that could generate significant 

increases in revenue. For example, recent tax increases have fallen 

predominantly on personal income taxes (PIT), which now accounts for almost 

40 per cent of all tax revenue . Corporate income tax rates are relatively high 

10 

compared to peers, but the poor state of the economy means that the quantum 20 

of taxable profits has fallen across the economy, reducing revenues from this 

source. In any event, higher corporate taxes are not a "free lunch" and have 

implications for the prices of goods and services and the number of jobs created 

by firms . The Davis Tax Commission has concluded that a wealth tax is unl ikely 

to generate significant revenue . 

21 . Apart from these considerations, the ratio of tax to GDP in South Africa is high 

given the country's level of development. It is generally believed that even higher 

taxes would further slow economic growth by reducing the expected returns for 

investing in businesses or obtaining a higher education. The result would be a 

slower accumulation of physical and human capital , with adverse effects on 30 

future growth prospects. Importantly, higher taxes are also likely to slow 

economic growth because productivity growth is generally slower in government 

than in the private sector (largely because the bulk of the services government 

provides do not lend themselves to rapid productivity growth). This means that 
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higher taxes will tend to shift resources away from activities in which productivity 

is more likely to rise towards activities in which productivity is less likely to rise, 

with the result that average productivity growth for the economy as a whole would 

be expected to fall. In any event, the economic shock from the COVID-19 

pandemic will result in significant additional revenue shortfalls , putting even 

greater pressure on the state to collect sufficient revenue to sustain social 

expenditure. 

The impact of Covid-19 on public finances 

22. As time passes, the fiscal position continues to deteriorate, raising the risks for 

not taking action. Since the tabl ing of the 2020 Budget, the economic and fiscal 1 o 
situation has worsened. 

a. SA's public debt was downgraded to speculative grade ('junk status') by 

all major rating agencies by February this year, implying that all 

understood there to be increasing risks of default at some point. 

b. Government overspent its 2019/20 budget by R7 billion, placing 

increased strain on the 2020/21 budget as a result of unbudgeted carry

through costs . 

c. The Covid-19 pandemic has created the worst global economic crisis 

since the Second World War, wh ich will probably exceed the Great 

Depression in impact Government expects the economy to contract by 20 

7.2 percent in 2020. Lower economic activity is resulting in job losses, 

business failures and reduced foreign investment. As a result, tax 

revenues are expected to fall by a further of R304 billion. 

d. Expenditure associated with healthcare, policing and relieving the 

distress of poor and unemployed people has increased. Government 

has committed R500 billion in response to Covid-19, including new 

spending measures of R 190 billion, for this purpose. 

e. The rand has depreciated by 18 per cent against the US dollar since 

January, partly out of concern that the government will not be able to 

service its debt. South Africa 's risk premium - the additional return that 30 

rt 11>· 12 
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investors demand to compensate for higher levels of risk - stood at 5.2 

per cent at 15 June 2020, compared with 3.2 per cent at the end of 2019. 

f. The government gross borrowing requirement has tripled in three years, 

and market dynamics have worsened. Since February 2020, the gross 

borrowing requirement for the current year - the sum of the main budget 

deficit and maturing loans that need to be rolled over - has increased by 

R344.2 billion to R776.9 billion . Budget deficits and gross government 

borrowing requirements at this scale cannot be funded nor sustained 

beyond 2020/21. 

23. Taken together. these developments could lead to a sovereign debt crisis. This 10 

occurs when a country has difficulty in repaying investors and lenders who hold 

its debt. Sometimes this means that a country defaults on its debt because it fails 

to pay a loan at the time it is due. This has happened in Russia and Argentina. 

Another type of debt crisis is when a country undergoes restructuring of its debt 

in order to avoid a default, as was the case for Ukraine in 2000, Pakistan in 1999, 

and Uruguay in 2003. Or a country could be solvent, and able to pay its debt over 

the long-term, but have debt servicing difficulties because it is unable to meet 

immediate debt repayments . In this case, which has occurred in Mexico in 1994-

95, Brazil in 1999, Turkey in 2001, and Uruguay in 2002, the decision of domestic 

and international investors not to roll over a country's short-term liabilities, leads 20 

to a sovereign debt crisis. In all these cases. severe market disruption leads to 

slower growth, higher levels of poverty, and the undermining of a country's long-

term growth prospects. 

Drivers of increased compensation spending 

24. Current remuneration levels in the public sector are the outcome of two policy 

goals: (i) the creation of occupational-specific wage dispensations (OSDs) in 

2007 /08 in order to ensure that the public sector could attract and retain high

s kill staff that led to significant once-off increases in basic pay for large numbers 

of public servants, and (ii) a desire to ensure public servants share in the 

prosperity afforded by a growing economy by through greater-than-CPI annual 30 

cost-of-living adjustments, as well as performance-linked annual progression to 
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recognise accumulated experience. The first goal was achieved, but the second 

was premised on an assumption of sustained economic growth of 3 per cent or 

more every year, which has not materialised. This is the crux of why the current 

wage bill has become increasingly unaffordable, and why it is no longer possible 

to continue to increases wages at the rate agreed to in the 2018 wage 

agreement. 

25. Between 2006/07 and 2018/19, the economy grew by 158 per cent in nominal 

terms. Over the same period , average remuneration of public servants grew by 

193 per cent and total spending on compensation (when one includes the 

increase in personnel numbers) grew by 236 per cent. Inevitably, this means that 10 

compensation spending by government has accou.nted for an increasing share 

of the country 's gross domestic product, rising from 8 per cent in 2006/07 to over 

11 per cent in 2019/20. Should the wage agreement have been implemented, 

the ratio of public sector wages to GDP would have risen still higher in 2020/21 : 

even without implementing the wage agreement, the effect of the Covid-19 

epidemic on the economy means that compensation spending is now expected 

to account for 12 per cent of GDP; should the wage agreement be implemented, 

the ratio would rise to close to 13 per cent. 

26. There are two forces that could explain an increase in compensation spending: 

a. an increase in personnel numbers or 

b. an increase in the remuneration of officials. 

27. In practice, the increase in compensation spending on the main budget (i. e. 

including national and provincial departments and excluding public entities) 

between 2006/07 and 2018/19 was overwhelmingly driven by increased 

remuneration : measured on a full-time equivalent basis, personnel numbers 

increased by 15 per cent from 1.147 million in 2006/07 to 1.317 million in 

2018/19, while average remuneration increased from R134 000 per person per 

year to R393 000, an increase of 193 per cent. 

28. Even after taking inflation into account, average remuneration rose by 44 per 

20 

cent in real terms across the public service between 2006/07 and 2018/19, while 30 

preliminary analysis shows that in 2019/20, inflation-adjusted remuneration 

increased by a further 1.5 per cent. The upshot of this is that 78 per cent of the 

14 
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increase in the aggregate wage bill between 2006/07 and 2019/20 can be 

explained by higher levels of remuneration and only 22 per cent can be explained 

by the increase in the size of the establishment. 

29. As noted, average remuneration in the public sector rose from R134 000 in 

2006/07 to R393 000 in 2018/19. That is an average annual increase of 9.4 per 

cent. Given that inflation averaged only 6.5 per cent over the period, annual 

increases in average remuneration were about 3 percentage points higher than 

inflation (Figure 5) . 

Figure 5: Inflation v Increases in average remuneration 
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Drivers of rising remuneration 

30. There are four main reasons for the rapid rise in remuneration levels in the public 

service (as elaborated upon in Annexure B): 

a. Wage agreements that ensure salaries increase at faster than the rate 

of inflation, 

b. The introduction of occupational specific dispensations (OSDs), and 

c. Promotion and progression policies 

d. The rapid increase in non-wage benefits 

31. The impact of all these processes is cumulative so that average remuneration 

10 

20 

grows more quickly than would be apparent if consideration is confined only to 30 

the cost-of-living adjustments agreed to at the PSCBC. The result is that 
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average, inflation-adjusted public sector wages increased on average by 44 per 

cent between 2006/07 and 2018/19, and by a further ±1.5 per cent in 2019/20. 

32. It should be noted that the calculation of average rates of increase understates 

the effect of current policies on individual remuneration. The reason for this is 

that the average increase is calculated by dividing total remuneration by the 

number of personnel employed . But this ignores the fact that the retirement of 

relatively well-remunerated senior officials and their replacement by relatively 

junior officials in the establishment means that the calculated average is reduced 

by changes in the composition of the workforce. In order to correct for this, we 

analyse the remuneration of only those public servants who remained in the 10 

public service continuously between 2006/07 and 2018/19. For this group of 

public servants (who account for about 50 per cent of all employees), average 

remuneration has increased by 70 per cent in real, inflation-adjusted terms 

(rather than 44 per cent) over the period. 

33. The effects of the increases in public servants' remuneration between 2006/07 

and 2018/19 is evident in data relating to the distribution of public servant's 

remuneration . This is reflected in Figure 6 which uses inflation-adjusted monthly 

incomes of public servants. It shows that, whereas 34 per cent of public servants 

earned the equivalent of R10 000 or less (in 2018/19 rands) in 2006/07, the 

corresponding proportion in 2018/19 was 13 per cent. Over the same period , the 20 

proportion of public servants earning more than the equivalent of R30 000 per 

month rose from 4 per cent to 18 per cent, and the figures for those earning 

between R20,000 and R30,000 per month rose from 11 per cent to 34 per cent. 

Overall , the proportion of public servants earning more than the equivalent in 

2018 Rands of R20,000 a month rose from 15 to 52 per cent. (See Annexure C 

for salary levels for 2019/20). 

~ Pb· 16 
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Figure 6: Distribution of public servants by monthly income (2018119 rands) 
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Comparisons to the private sector 

34. According to StatsSA's latest (40 : 2019) Quarterly Employment Survey (QES) , 

which surveys formal sector employers (including government), average 

remuneration in national and provincial government was about 40 per cent higher 

10 

than average remuneration in the private sector in 2019/20 (Figure 7) . Using a 20 

moving 4-quarter average of monthly remuneration (in order to eliminate the 

seasonality of wages), we find that average monthly remuneration in the public 

sector rose by 102 per cent between 2009/10 and the end of third quarter of 

2019/20, but by only 90 per cent in the private sector, implying that the gap 

between public and private sector wages is growing . 

f16-·At- 17 
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Figure 7: Average monthly remuneration: private sector v national & provincial 

government (2009110 to 2019120) 
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35. Although the measured differential between public servants and the private 

sector, as measured by the QES in for 03 of 2019, is about 40 per cent, this 

understates the differential between remuneration in the public sector and in the 

private sector, for three reasons : 

a. The figures used by the QES to calculate public sector wages include 

the employment of low-wage, temporary workers (such as those 

employed through the Expanded Public Works Programme and the 

10 

Community Work Programme) . The inclusion of these employees tends 20 

to result in a lower calculation of average remuneration in the public 

sector, with full-time public sector employees actually earning 

considerably more than the amounts reflected in the QES. 

b. Using averages conceals the fact that wage inequality is much greater 

in the private sector than it is in the public sector. The best-paid 

employees in the private sector have much higher incomes than the 

best-paid employees in government. The result is that the calculation of 

the average wage in the private sector is raised by the very high levels 

of remuneration at the top of the distribution in the private sector.1 

1 The gap between remuneration in the public and private sector was also examined by Finn (2015) . 30 
Using different data and different definitions of the sectors , he showed that in 2014 average 
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c. Especially at lower levels of remuneration, public sector workers are 

considerably better-paid than their private sector peers: entry-level 

remuneration in the public sector for elementary workers exceed 

R100 000 per year compared to the national minimum wage of under 

R50 000 for an annual salary. 

International comparisons 

36. It is sometimes helpful to compare data from SA with data from other countries . 

Care should, however, be taken to note that there are constraints on doing so 

in relation to data on spending on public sector employment, headcounts or 

remuneration . This is for a variety of reasons, the most important of which are: 10 

a. Variations in government structure can vitiate some comparisons. The 

US system, for example, delegates far more responsibility for a range of 

public services to local governments than is the case elsewhere. Almost 

all policing functions in the US are performed by thousands of local 

governments, so comparing public sector employment by SA's central 

government (a large fraction of which consists of police officers) with 

employment by the federal government in the US would lead to 

fallacious conclusions. Care must be taken when comparing 

employment figures to ensure that oranges are not being compared with 

apples . 20 

b. Governments structure their activities differently. In SA, employment by 

Eskom is not included in measures of the size of the public service 

because Eskom is a separate juridical person and its revenues do not 

derive from taxes. This may not be the case elsewhere . Similarly, some 

functions that are performed by public servants might be outsourced in 

other jurisdictions, where, the resulting employees (e.g . office cleaners 

or security guards employed by contracted service providers) will not 

count as public servants. Again, it is hard to be sure that like is being 

compared with like. Similarly, in France public health care is provided by 

remuneration in the public sector was 63% h·1gher than in the private sector, but that the median worker 30 
in the public sector earned 134 % more than the median worker in the private sector. 
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employees of the state; in Holland, publicly funded health care is 

provided by contracted service providers whose employees and 

compensation costs do not appear in data on public sector 

compensation. 

37. Notwithstanding these considerations, there is clear evidence that SA spends 

more on compensating public servants than the norm for countries at our level 

of development and, critically, this is not because we employ more public 

servants per capita than is the case in other countries. On the contrary , by some 

measures SA has fewer public servants per capita than is the norm but 

nevertheless spends more than the norm on their compensation. This implies 1 o 
that compensation per employee is higher in SA than is the case elsewhere. In 

this regard, the following evidence is relevant: 

a. In its 2017 report on SA, the OECD noted that compensation of public 

servants accounted for a larger share of GDP in SA than it did in any of 

its peer-group countries. (Note that the OECD defines general 

government employees to include employees of local government) .2 

Figure 8: Compensation of public servants as a % of GDP, 2015, various countries 
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b. SA devoted a larger share of GDP to the compensation of public 

servants Among countries surveyed by the OECD for their "Government 

20 

at a Glance: 2017" report, only two countries' central governments 30 

devoted a higher proportion of expenditure to the compensation of 

employees. 

2 https://read.oecd-ilibrary . org/economics/oecd-economic-su rveys-south-africa-2017 eco surveys-
za~2017-en#page30 
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Figure 9: Proportion of central government spending accounted for by compensation, 

2015, various countries 

, ,~ , 

Gt11"Nny 

l1u1htrunos 

SIO\ A At pJJhc 
{ lt(t'l lltpwbll( 

Au\.l r11 

L"'c 1nbo"'c 

V1tt( t 

Coloni~ 

O!CD 
f.r{f: •llT'I 

H~ lut.nd 
\ IO Y~'fhl 

Port1.4•I 
Tu • .. c- ..
f ln'4nd 
,d,.ntf 

s.. .... ,, 
h l• l't d 

hut I 
Ur11hd il'1U 

l"v11 

•1i11~1•h• 
ll1.nai.. 

lJttu ... "1 
htoru 

D.n~rlr. 

flO,....._.( 

Cuuch 
k:tltnd 

h ... u.. . "IQ 
Moc.o 

C.0,1 1 R,,c:• 

!.O 10.0 11.0 H ,O 10.0 J ~.O •S.O 10,0 

c. Using data from the same survey for the OECD reveals that the average 

police officer is paid a larger multiple of GDP per capita than his/her 

peers in all the other countries accounted for in the survey. 
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Figure 10: Average remuneration of police officers in non-commissioned ranks, 

201516 
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d . Similarly, Serje, et al. (2018) estimate the ratio of doctors and nurses' 

remuneration to GDP per capita . They find that, while nurses in other 

upper-middle income countries earn 2,2 times per capita income while 

physicians earn about 2,7 times GDP per capita . The correspond ing 

figures in SA in 2018/19 were 4.45 and 12.2. 

Table 1: Average remuneration for nurses and physicians compared to GDP per 

capita 

High income Physicians 1,9 

countries Nurses 1,5 

Upper-middle income Physicians 2,7 

countries Nurses 2,2 

Lower-middle income Physicians 5, 1 

countries Nurses 4,2 

Lower-middle income Physicians 7,8 

countries Nurses 6,4 

Global average Physicians 4,4 

Nurses 3,6 

10 
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The impact of rapid growth of compensation spending on the rest of the budget 

38 . Because compensation spending accounts for a large proportion of all 

spending in government, when it increases more quickly than the budget as a 

whole, it crowds out other spending . This crowding out manifests in three 

different ways: 

a. At a departmental level , rapid compensation spending growth means 

that departments have fewer resources available to hire more staff 

and/or to purchase other complementary inputs (e.g. textbooks, medical 

equipment) and for maintaining or expanding infrastructure necessary 

for service delivery (e.g. schools, clinics) . 1 o 

b. At the level of aggregate public spending , rapid compensation spending 

growth crowds out spending on infrastructure and other investment 

programmes (e.g. roads, railways, water infrastructure), with 

implications for South Africa's quality of life in the present and for its 

medium- and long-term growth prospects. 

c. At a macro-economic level, rapid compensation growth has led to rising 

levels of indebtedness which has increased borrowing costs (which 

leads to further crowding out of non-compensation spending) and has 

also had the effect on raising aggregate economic risks , and , with it, the 

· costs of borrowing in the economy as a whole . This has resulted in 20 

reduced investment by the private sector, resulting in slower growth and 

less employment (see above). 

The impact of rapid compensation spending growth on service delivery by 

government departments 

39. As noted previously, the underlying premise of the wage agreements reached 

between government and its employees is that the latter should share in the 

increasing prosperity of the country. It is for this reason that agreements for 

cost-of-living adjustments tend to be above inflation, public servants' salaries 

#-·NJ 23 
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rise with the experience through the system of wage progression, and other 

benefits are set at generous levels. The system becomes unsustainable, 

however, if economic growth slows and the economy is unable to generate the 

tax revenues needed to finance government's commitments to citizens and to 

public servants. When that happens over a sustained period, departments, like 

any economic agents that has a budget constraint, are forced to make difficult 

decisions about how to allocate scarce resources . In general, when budget 

allocations cannot accommodate the full cost of increasing remuneration, 

departments must adopt one of two approaches, either of which, if sustained, 

has adverse effects on service delivery: they must reduce headcount or they 1 o 
must reduce spending on the complementary inputs needed to deliver publ ic 

goods or services. In practice, departments across government have adopted 

elements of both strategies. 

Reducing headcounts 

40. The effects of rising compensation costs are felt most strongly in those public 

services in which compensation spending accounts for a very high fraction of 

total spending . Thus, while compensation accounted for 34 per cent of 

spending in 2018/19 (or 38 per cent of non-interest spending), some 

government functions are much more labour intensive than others. This is the 

case for Peace and Security (where almost 80 per cent of the SAPS budget is 20 

accounted for by compensation spending), Health, and Learning and Culture. 

These functions employ the vast majority of publ ic servants and account. 

collectively, for 81 per cent of all compensation spending (Table 2). In these 

functions, rapid increases in remuneration causes a great deal of pressure in 

the rest of the budget, and necessitate the most demanding adjustments. 

t*:' fl>· 24 
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Table 2: Compensation spending by function group, consolidated spending 

201811 g 

Total spending Compensation Compensation 

as a% of 

spending 

Peace and security 214 366 042 146 535 829 68% 

Health 221 965 732 141319657 64% 

Learning and culture 385 604 781 219408499 57% 

Economic development 201 337 688 52619974 26% 

General public services 127 951 522 32 022 209 25% 

Community 9% 
202 584 832 17 821 685 

development 

Social development 284 730 016 19 472 580 7% 

Total 1 638 540 614 629 200 434 38% 

Debt service costs 205 004 964 0 0% 

Total 1 843 545 578 629 200 434 34% 

41 . Although these three functions (Peace and Security, Education and Culture and 

Health) include a number of departments, the bulk of employment is in 

provincial education departments, provincial health departments and the SAPS. 

10 

These organisations have seen no significant growth in personnel in the past 20 

42. 

seven years or have seen declines in headcount (Table 3). Given population 

growth of 1. 7 per cent per year, this means that departmental capabilities have 

shrunk in per capita terms. 

Table 3: Headcounts: Education, Health and SAPS 

2006/07 2012/13 2018/19 Change Change 

06-12 12-18 

Education 446 215 493 757 499 094 11% 1% 

Health 245 584 315 073 307 095 28% -3% 

SAPS 155 611 196 027 189 705 26% -3% 

The same experience is evident for provincial establishments as a whole: 

provincial governments have begun slowly to reduce headcounts, a trend that 

is apparent in the decline in personnel numbers after 2012 following a relatively 

25 
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rapid increase in headcounts across government in the period 2006/07 to 

2012/13. Thus, as Table 4 shows, personnel numbers declined in five of the 

nine provinces between 2012/13 and 2018/19, and by quite large margins in 

four of them (all of which are poor)- KZN, Limpopo, Free State and the Eastern 

Cape . Some of this reflects changes in province's allocations determined by 

the equitable share formula as a result of migration, and some reflects the shift 

in responsibility for lVET colleges from provinces to the Department of Higher 

Education in 2016. But much of the decline is simply a reflection of the 

increasing costs of public service remuneration. 

Table 4: Personnel numbers, provinces and national depts 

2007/08 2012113 2018/19 Change Change 

07-12 12-18 

EASTERN CAPE 122 901 139 279 128 985 13% -7% 

FREE STATE 57 707 62 194 57 363 8% -8% 

GAU TENG 128 327 155 491 167 763 21% 8% 

KWAZULU-NATAL 178 519 209 627 189 433 17% -1 0% 

LIMPOPO 112 381 120 047 108 554 7% -10% 

MPUMALANGA 67 091 73 596 71 883 10% -2% 

NATIONAL DEPTS 367 777 412 739 421 839 12% 2% 

NORTH WEST 57 039 59 348 61 537 4% 4% 

NORTHERN CAPE 21 282 23 015 24 679 8% 7% 

WESTERN CAPE 72 968 80 541 84 917 10% 5% 

TOTAL 1185 993 1 335 876 1316954 13% -1% 

43. Even in those provinces in which headcounts fell between 2012/13 and 

2018/19, the proportion of provincial budgets allocated to compensation 

spending has either remained unchanged or has actually increased (Table 5). 

Thus, while KZN and Limpopo each recorded headcount declines of around 1 O 

per cent between 2012/13 and 2018/19, compensation spending, as a 

percentage of total spending , rose by 4 percentage points and 1 percentage 

point, respectively. 
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Table 5: Percentage of provincial spending accounted for by compensation 

2007/08 2012/13 2018/19 Change 07-12 Change 12-18 

EASTERN CAPE 62% 64% 64% 3% 0,2% 

FREE STATE 61% 60% 62% -1% 2% 

GAUTENG 46% 54% 57% 9% 3% 

KWAZULU NATAL 58% 58% 62% 0% 4% 

LIMPOPO 65% 69% 69% 3% 1% 

MPUMALANGA 58% 59% 59% 1% 0,2% 

NORTH WEST 54% 54% 57% 0% 3% 

NORTHERN CAPE 55% 62% 59% 7% -3% 

WESTERN CAPE 52% 54% 54% 2% -1% 

TOTAL 56% 59% 61% 3% 

44. Departments' choosing to reduce headcount in response to rapid real increases 

in remuneration that exceed increases in the budget has occurred previously. 

a. A 2002 paper published in the SA Medical Journal sought to understand 

the reasons why the Western Cape Department of Health had 

downsized between 1995/96 and 2002/03. Over this period its 

establishment shrank by nearly 9 300 people (28 per cent) and its 

capacity by 3 600 hospital beds ·(24 per cent). The report concluded that 

1% 

10 

the reasons were not located in the value of budget allocations because, 20 

in real terms, the budget for the department had not changed between 

1995/96 and 2002/03 . Instead, the decline in headcount and beds could 

be directly linked to a 40 per cent real increase in the average 

remuneration of Department of Health personnel. The report concluded: 

"The major cause of downsizing was wage growth, particularly following 

the 1996 wage agreement" (Blecher, 2002) . 

b. Similarly, a 2005 review of spending trends in the criminal justice system 

concluded that "Growth in personnel spending has been driven by the 

upward growth in wages (average salaries in CJS have grown by 1.8% 

per year in real terms since 1997/8) and by increases in the number of 30 

employees in the CJS," but noted that "In the late 1990s, wage growth 
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resulted in the need to cut establishments" because remuneration levels 

in SAPS grew 40 per cent more quickly than the budget as a whole 

(Altbeker, 2005). 

45. More recently , two studies have shown how the rise in remuneration has 

impacted on service delivery in Health (Blecher, et al., 2017) and Education 

(Spaull, et al. , 2020) . 

a. Blecher et al show that in response to rapidly increasing remuneration 

levels (which rose by over 55 per cent in real terms between 2005/06 

and 2015/16) , Health departments reduced headcounts by about 2 per 

cent from 315 000 in 2012 to 309 000 in 2016. They show also that, in 10 

contrast to claims often made to the contrary, the headcount reductions 

were concentrated in non-clinical officials, the number of which fell from 

nearly 115 000 to just over 103 000, a decrease of just over 10 per cent. 

At the same time, headcounts among clinical staff increased by nearly 3 

per cent. 

b. Having analysed spending trends against both learner numbers and 

staffing in South Africa 's schools, Spaull et al. find that "Provinces are 

clearly facing a 'fiscal squeeze' where increases in teacher salaries have 

outpaced increases in budget allocations to education. While this has 

led to declines in real per learner spending of -2.3% nationally, this is 20 

considerably higher in the Free State (-13%) , Limpopo (-12,5%) and the 

North West (-11 %) between 2009 and 2018." It notes that "Provinces 

seem to be 'coping ' with this squeeze by implementing cost-saving 

measures such as hiring freezes and leaving vacant posts unfilled. 

Unsurprisingly these hiring freezes are largest where the real per learner 

declines are greatest. Importantly, hiring freezes are disproportionately 

affecting school management posts rather than regular teaching posts , 

although there has been a decline in the latter as well.· 

Reduced spending on complementary inputs 

46. Since 2007/08, provincial spending on compensation has grown in real terms at 30 

an annual average rate of 4 per cent a year. Over that per'1od, spending on 
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buildings has grown by an average of only 2 per cent a year, while spending on 

medical supplies other than medicine has grown at only 1 per cent a year. 

(Spending on medicine has grown much more quickly, but the figures are 

distorted by the fact that medical cost inflation is faster than CPI , and, in the case 

of medicines, prices are highly sensitive to the depreciation of the currency since 

most precursors are imported.) Over the same period, spending on learner and 

teacher support (including textbooks) has fallen in real terms by an average of 3 

per cent per year, while spending on staff training and bursaries has fallen by as 

much as 4 per cent a year in real terms (Figure 11). 

Figure 11: Average annual real growth on provincial spending, select items 

Compound average annual re al growth in provincial spending, select items 
(2007/08 to 2018/19) 
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Adverse changes to the composition of spending 
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47. The fact that rising compensation budgets have meant that spending on 

complementary inputs has either grown slowly or actually shrunk in real terms 

since 2007/08 is indicative of a more general change in the composition of 

spending on government's consolidated budget (which includes public entities 

and social security funds) . This has seen a decl ine in the share of government's 

resources being used to invest in infrastructure or to purchase capital goods. 

Overall , spending on compensation rose from 32 per cent of the total in 2007/08 

10 

20 

to 35 per cent in 2012/13. This figure fell back to 34 per cent in 2018/19, but that 30 

was largely because of the extremely rapid rise of spending on debt services 

costs, as well as by the increase in the provision of financial assistance to state-
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owned companies (Table 6: Consolidated spending outcomes, 2007/08, 2012/13 

and 2018/19}. 

48. The fastest growth was recorded for payments for financial assets (which reflects 

equity injections into state-owned companies) , with interest payments and 

compensation spending each growing by 5.8 per cent per year and 4.4 per cent 

per year, respectively, between 2007 /08 and 201819. 

Table 6: Consolidated spending outcomes, 2007108, 2012113 and 2018119 

Real average 

Percentage Percentage Percentage annual 

of total of total of total growth 

spending spending spending (200718 to 

2007/08 2012113 2018/19 201819) 

Compensation 32% 35% 34% 4,4% 

Goods and services 14% 13% 12% 2,6% 

Interest and rent on 10% 9% 12% 5,8% 

land 

Transfers and 40% 38% 37% 3, 1% 

subsidies 

Payments for capital 4% 4% 3% 1,0% 

assets 

Payments for 0% 1% 1% 18,3% 

financial assets 

Total 3,7% 

The economic effect of extra borrowing 

49. The rise in compensation spending - which has not been matched by a rise in 

tax revenues - has meant that the wage bill has: (i) ensured that government 

has had to borrow more money than it would otherwise have had to do; and (ii) 

that spending on wages (combined with higher spending on debt service costs) 

has squeezed out other kinds of spending , especially on capital investment and 

10 

20 

on the other inputs public servants need to deliver services (e.g. medical 30 

instruments, text books, etc.). 
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50. This "crowding out" effect has a negative impact on service delivery because the 

budgets that are currently being reduced to compensate for low growth in tax 

revenue and the dismal performance of the economy are the complementary 

inputs required for public servants to execute their functions effectively. This 

"crowding our effect also reduces South Afr'1ca's growth in the long-run because 

it means we are spending less on basic service delivery, infrastructure and other 

items that are critical to the effective service delivery as well as the functioning 

of the economy. 

51 . When our long-run growth is reduced, it means we will become poorer as a 

country and our standard of living will decline. And as we become poorer, we will 10 

be unable to afford to take care of the most vulnerable people in our society. 

Steps taken to address growing budget pressure since 2013, including in the 

2020 budget 

52. The widening gap between revenue and expenditure since 2008 requ ired 

interventions to reduce spending growth in line with economic growth trends and 

lower revenue levels. 

53. In the 2012 Budget government introduced the first of a series of baseline 

adjustments to deal with the widening fiscal gap. In total R422 .5 bill ion in 

accumulated reductions to basel ines were introduced over 7 financial years, with 

the bulk of these implemented in 2019/20 and 2020/21 (which included 20 

reductions in growth of compensation budgets) . 

Accumulated baseline reductions since 2013 MTEF 

Baseline Baseline 
Baseline 

before 
Percentage 

allocation reductions reduction 
R' billion reductions 

2013/14 1042.0 -2.7 1044.6 ·0.3% 

2014/15 1131.S -12.0 1143.5 -1.1% 

2015/16 1 226.6 -22 .2 1 248.8 -1.8% 

2016/17 1 294 .9 -27.6 1 322 .6 -2 .1% 

2017/18 1 411 .2 -40.8 1452.0 -2.8% 30 
2018/19 1510.9 -72.7 1 583 .6 -4 .6% 

2019/20 1 647.6 -83.6 1 731.2 -4.8% 

2020/21 1 761.0 · 161.0 1 922 .0 -8.4% 

Total 11 025 .8 -422.S 11448.2 -3.7% 
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54. Reductions since Budget 2012 imply a 3. 7 per cent reduction of the total main 

budget baseline. This was focussed on goods and services (11.9 per cent) and 

capital (19.9 per cent) budgets. Transfer payments, which includes the provincial 

and local equitable shares, provincial and local cond itional grants and transfers 

to public entities and households in the form of social grants, have been reduced 

by R244.2 billion over the period. 

55. Non-wage baseline reductions impact frontline service delivery, as fewer 

resources are available for spending on complementary inputs such as school 

books, food for ch ildren, fuel for police vehicles and capital programmes like 

hospital and school building. The reductions to these items over the past 7 10 

financial years imply that there is no room for further reductions without serious 

implications for service delivery to the poor. 

Accumulated baseline reductions since 2013 MTEF 

Baseline Baseline 
Baseline 

before 
Percentage 

R' billion 
allocation reductions 

reductions 
reduction 

Compensat ion of employees 1178.0 -73 .8 1251.8 -5.9% 

Goods and services 535 .5 -72.2 607 .7 -11.9% 

Interest and rent on land 1 251.4 1 251.4 

Transfers and subsidies 7 813 .7 -244.2 8 057.9 -3.0% 

Payments for capital assets 130.0 -32 .3 162.3 -19.9% 

Payments for financial assets 117.1 117.1 

Total 11025.8 -422.5 11448.2 -3.7% 

56. The largest portion of the compensation baseline reductions in the table above 

were implemented in the 2019 and 2020 budgets. Up to that point most of the 

baseline cuts were focussed on capital programmes and spending on goods and 

services. However, the increase in allocations to the higher education bursary 

programme for poor and working-class students, significant increased support to 

state-owned companies , and the effect of lower economic growth, requ ired 

further cuts, including on compensation of employees. 

57. As a first step the 2019 Budget announced wage-bill measures amounting to R27 

billion over the 2019 MTEF period. These included provision for early retirement 

and savings from the national macro-reorganisation of government. However, 

take-up of the early retirement initiative was much lower than anticipated and 
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consequently the anticipated wage bill savings were largely reversed in the 2020 

budget. 

58. To contain the budget deficit and move towards debt stabilisation, the 2020 

Budget proposed a significant reduction in government expenditure growth. 

These reductions impacted numerous programmes, requiring a review of 

programmes, possibly resulting in closure or downscaling over the medium term . 

These include amongst others the following : 

a. Public transport spending was reduced by R 13.2 billion over three years, 

mainly on allocations to the Passenger Rail Agency of South Africa and 

the public transport network grant. 

b. Reductions in basic and higher education infrastructure allocations 

amounted to R5.2 bill ion over the medium term, including the TVET 

infrastructure grant, University infrastructure grant, Provincial education 

infrastructure grant. These reductions are expected to cause revis ions 

to infrastructure plans and delays in project completion. 

c. Spending in the national Department of Health was reduced by 

R3.9 billion over the MTEF period . This implies that some activities 

related to national health insurance will be phased in over a longer 

timeframe. 

10 

d. Other programmes where large adjustments were introduced includes 20 

the Employment Creation Facilitation Fund, the EPWP Goods and 

services portion, manufacturing incentives, special economic zones and 

the provincial roads maintenance grants, to name but a few. Deta ils of 

all reductions are provided in the summary pages of the 2020 Estimates 

of National Expenditure. 

59. These adjustments were not enough to arrest the growth in spending . The 2020 

Budget therefore proposed a reduction in the compensation budgets of national 

and provincial departments, and entities that receive transfers directly from 

national government. These reductions amounted to R37 .8 billion in 2020/21 , 

R54.9 billion in 2021/22 and R67.5 billion in 2022/23. At the time of the 2020 30 

Budget, the wage reductions implied a 1 per cent real reduction in the wage bill 

over the MTEF, though it did grow in nominal terms throughout the MTEF. 
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60. The baseline reductions introduced in the 2020 Budget sought to reduce 

spending as a share of GDP and improve the composition of expenditure by 

shifting spending away from compensation. However, the measures were still 

not enough to ensure debt stabilisation over the medium term. Debt stabilisation 

would only be achieved through improved economic growth, which in light of the 

COVID-19 pandemic is now unlikely. 

Conclusion 

61 . As a result of all of the factors described above, government took the decision to 

allocate only 1.6 per cent more to the 2020/21 compensation budget than had 

been spent in 2019/20. Although it is, in principle, possible to constrain 1 o 
compensation to this aggregate budget while implementing the wage agreement, 

doing so would, of necessity, require a substantial reduction personnel employed 

by government (±5 per cent, or over 60 000 people) in. The undesirability of this 

option is self-evident, and would, in any event, be opposed by employees. In light 

of this , the difficult decision was taken to seek to renegotiate the terms of the 

wage agreement. 

62. In light of this it is important to place on record that it is not government's view 

that labour and labour costs are the cause of the increasing precariousness of 

public finances. This can be attributed overwhelmingly to the failure of the 

economy to grow at anything like the rate needed to generate the revenues that 20 

are the prerequisite for meeting the commitments made to public servants . There 

are many reasons why the economy has failed to grow sufficiently quickly, with 

failures of governance over the past decade not the least among them. Whatever 

the root cause of the growth deceleration, however, the fact of the matter is that, 

even before the Covid-19 crisis, tax revenues had not grown quickly enough to 

accommodate the pace of remuneration growth and had become increasingly 

unaffordable and had become, along with rising debt and debt service costs, a 

critical driver in the deterioration of SA's public finances. 

63. Government does not begrudge hard-working public servants their salaries and 

benefits , and it is for this reason that we have raised wages faster than inflation 30 

every year. It is, however, impossible for public sector wages to keep rising more 
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quickly than the economy grows. Unless we are able to slow the growth of the 

wage bill, we cannot achieve stability in our public finances or meet our 

constitutional and other commitments to SA's 60 million residents . 
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ANNEXURE A: MAIN BUDGET TABLES 

Main budget tax revenue and debt services cost, compared to consolidated national, provincial and SSF expenditure 

2007/08 2013/14 2019120 2020/21 2020/21 
COVlD Budqet 

Actual outcome Revised Budget Supplementuy 
estimate Review Budget 

Rmllllon 2020 Review 
!,,.In budget revenue 

Gross lax revenue 572814 .6 900 014 .7 1 358 934 6 1425417.6 1 121 326.7 
Over I ·under colleClion 16 252.6 2 010.8 -63 273.4 - .304 090.9 
Accumulaled over/ -under collection -60 968 .6 -218 926.2 ·583 985.7 
Pencenlage over / -under collection 2.9% 0.2% -4.4% 0.0% ·21 .3% 
Olginal budget 556 562.0 898 003.9 1 422 208 0 1 425 417.6 1425417.6 
Average annual gro11.1h (07/08 lo 13/14, 13/14 lo outer 3 y~) 7.6% 7.1% 6.8% 3.2'1. 
Average annual gro11.th (2007/08 to 2020121) 7.3% 5.3% 

Main budget 
Debl·service costs 52677.1 101 164.7 205 005.0 229 270 0 236 444 .4 

Cents per R1 lax revenue 9.2 11 .2 15.1 16.1 21 .1 
Avefa90 annual grov&l (07/06 to 13114, 13/14 to outer 3 yrs) 11.4% 12.5% 124% 12.9% 
Average annual growth (2007/06 to 2020121) 119% 12.2% 

Tota l consolidated expenditure Nat Prov and SSF's 568 277.7 1 095 738.2 1 781 248.0 1 873 701.9 1954940.3 
Average anrual grov.th (2007/08 to 2020/21) 9 6% 10.0'lo 

Debt vs Tax 
Debt stock (gross debt) 577 039.0 1 584 758.0 3 261 300.0 3 501 664.0 3 974 000.0 

P~r ctnl of GDP 27.8% 43.8% 63.2% 65.5% 81 .8% 
Gross tax revenue 572 814.6 900 014 .7 1358934.6 1 425 417.6 1 121 326.7 

Per cent of debt ltU<:k 993% 56.8% 41 .7% 40.0" 28.2% 

GDP 2 075 414 3 614 459 5 157 347 s 428 212 4 860 305 
Source: National Treasury 
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Main budget tax revenue and debt services cost, compared to consol idated national, provincial and SSF expenditure 

2007/08 2013114 2019/20 2020/21 2020/21 
COVlD BudQet 

Actual outcome Revised Budget Supplcmcnt.1ry 
estimate Rev!ew Budget 

Rmllllon 2020 Review 

Maln budget revenue 
Gross tax revenue 572 814 .6 900 014 .7 1 358 934 .6 1425417.6 1121 326.7 

Average annual growth (2007/08 lo 2020/21 ) 7.3% 5.3% 

Main budget 10 
Debt-service costs 52 877.1 101 184.7 205 005.0 229 270.0 236 444.4 

Average annual growth (2007 I08 to 2020/21) 11 .9'1a 12.2% 

Consolidated national, provincial and SSF's 
Compensation ot employees 177 101.1 370 854.0 567 •2S 3 576 814 .8 576 349.8 

Cenls per R1 tax revenue 30.9 41 .2 41.8 40.5 51.4 
Share or total expendilure 31.2% 33.8% 319% 30.8o/o 29.5% 
Year-<in·year growth 14.5% 8.2% 7.3% 6.5% 6.5% 
Average annual growth (07/08 to 13/14, 13114 to ou1er 3 years) 13.1% 7.3% 6.5o/o 6.So/o 
Average annual grov.1h (2007/08 lo 2020/21) 9.5% 9.5% 

Goods and services 78 074.4 14 1 749.1 210 660 5 220 152.4 219 229.7 20 
Cents per R1 tax revenue 13.6 15.7 15.5 15.4 19.6 
Share or total expenditure 13.7% 12.9% 11 .8% 11.7% 11 .2% 
Average annual grov.1h (2007I08 to 2020/21) 8.3% 8.3% 

Transfers lo municipalities 38 945.3 87 556.9 133 286.0 140 767 .7 147 375.4 
Cents per R 1 tax revenue 6.8 9.7 9.8 9.9 13.1 
Average annual groYM (2007I08 to 2020121) 10.4% 10.8% 

Transfers to public corporaLions and private ente<priSes 24 193.1 35 132.0 44 822.9 41 368.7 42 524.5 
Average annual growth (2007/08 to 2020/21) 4.2% 4.4% 

Transfers to non.profit institutions 11 651.4 23 851 .5 35 631.2 39 438.6 38 456.9 
Average annual growth (2007/08 to 2020/21 ) 9.8% 9.6% 30 

Transfers to households: Social benefits 80 3132 147621 .6 248 953.7 271 079.6 337 639.6 
Cents per R 1 lax revenue 14 0 16.4 18.3 19.0 30.1 
Share or total expenditure 14 1 'i'o 13 So/o 14 .0o/o 14 .5% 17.3% 
Average annual growth (200rn8 to 2020/21 ) 9.8% I 1.7o/o 

Payments tor capilal assets 24 100.0 45 390.1 49 499.9 51 470.6 51 494.8 
Cents per R1 tax revenue 4.2 5.0 36 3.6 4.6 
Average annual growtn (2007 !08 to 2020121) 6.0% 6.0% 

Payments l:lr financial as.sols 1 253.6 4 194.0 64036.1 72 060.7 75 073.4 
Cents per R1 tax revenue 0.2 0.5 4.7 5.1 6.7 
Average annual growth (2007/08 to 2020121) 36.6% 37.0% 40 

Other spending items 67641.7 115 572.3 179 312.1 186 235.2 186 192.0 

Total consolidated expenditure N:1t, Prov and SSF's 568277.7 1 095 738.2 1 781 248.0 1 873 701 .9 1 954 940.3 
Average annual growth (2007/08 lo 2020121) 9.6% 10 Oo/o 

Debt Vt Tu 
Debt stock (gross debt) 577 039.0 1 584 758.0 3 261 300.0 3 561 664.0 3 974 000.0 

Ptr ctnt of GDP 27.8% 43.8% 63.2% 656% 81.8% 
Gross tax revenue 572 814.6 900 014 .7 1 358 934 .6 1425417.6 1 121 326.7 

Ptrctnt of dtbr Jtodc 99.3% 56.8% 41.7% 40.0% 28.2% 

GDP 2 075 414 3 614459 s 157 347 5428 212 4 860 305 
Source: National Treasury 50 
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1. It must be stressed that all three of these factors are the outcome of 

negotiations at the PSCBC. It is also important to stress that these effects are 

cumulative, so increases in average remuneration are higher than the increase 

driven by the cost-of-living adjustment. 

Cost-of-living adjustments 

2. The current agreement provides that officials in levels one to seven receive 

increases of CPI plus 1 percentage point, while officials in levels eight to ten 

received CPI plus 0.5 percentage points. 10 

3. This is not inconsistent with past practices: between 2006/07 and 2017 /18 , cost 

of living increases for officials in levels one to twelve averaged 7.9 per cent per 

year compared to an average inflation rate of 6.1 per cent. 4 

Occupation-specific dispensations (OSDs) 

4. OSDs were introduced for a range of professions in the public service between 

2007 and 2010. By 2018/19, over two-thirds of publ ic servants were in OSD 

groups , with the largest being teachers (400,000) , pol icing (144,000) , nursing 

(142,000) and correctional services (34,000) . Non-OSD officials accounted for 

33 per cent of the public service. 

5. The immediate effect of the OSDs was a large, once-off increase in individual 20 

remuneration for the affected personnel , .though this was spread over two or 

three years . Thus average inflation-adjusted remuneration for doctors rose by 

21 per cent on 2010/11 and 18 per cent in 2011/12; inflation-adjusted average 

remuneration for legal officials rose by over 30 per cent between 2008/09 and 

2010/11 ; nurses saw a similar increase, but between 2008/09 ad 2009/10. 

3 The analysis in this section uses 2018/19 as the end date. 
4 See MTBPS 2017, figure 84. 
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6. While non-OSD public servants did not see increases as dramatic as those 

described in paragraph 4, government also increased average remuneration 

for non-OSD public servants by nearly 25 per cent between 2009/10 and 

2011/12. 

Promotion and progression policies 

7. Public servants' conditions of employment provide both that they are eligible for 

promotions between ranks (promotions) which are subject to the operational 

and professional requirements of various posts. This, combined with a the 

tendency for posts to be upgraded, has meant that there has been a significant 

upward shift in the composition of the public service when measured by salary 1 o 
level. The effect of this is evident in the significant changes that have occurred 

in the structure of the public service over time: in 2006/07, 31 per cent of 

officials were in level one to four, but by 2018/19, that figure had fallen to 19 

per cent; conversely, the proportion of public servants in salary levels nine and 

above rose from 10 per cent n 2006/07 to 20 per cent in 2018/19 (Figure 2). 5 

Figure 12: Distribution of personnel by salary level 
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8. Public servants are also entitled to annual increments to their basic salaries 30 

irrespective of whether are promoted and in addition to the increases to basic 

salaries attendant on the cost-of-living adjustment negotiated at the PSCBC. 

Historically, the formula used to implement these increments (progression) 

s The figures here exclude the SANDF because its salary structure does not use salary levels in the 
same way as the rest of the public service. 



Consolidated CCT Record ANNEX "NT1 O" - Annex B thereto : Document 

setting out the Main Reasons for the rapid rise 
in remuneration levels in the Public Service 

1062 
(Labour Court Case No. J500/2020) 

(Main Appl ication Bundle - Page 1245) 

have differed in different parts of the public service, but the 2018 wage 

agreement standardised these practices such that each public servant who is 

not promoted in a given year is entitled to an increment of 1.5 per cent each 

year in addition to the increase associated with the cost-of-living adjustment. 

Non-wage benefits 

9. In 2007 the housing allowance value was set at R500 per qualifying employee 

per month . This amount has increased over time to R1398 in 2019 as a result 

of adjustments attributable to various collective agreements over time. 

Figure 13: The value of the housing allowance 
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10. In 2010 the allowance value increased by 60 per cent and by 12.5 per cent in 20 

2012, while in 2015 it increased by another 33 per cent. On average, the 

allowance value has increased by 10 per cent per year over the last 12 years, 

that is, it has more than doubled. Overall growth of allowance value over the 

period approximates 180 per cent. 

11 . In 2011 the medical subsidy value for the main member was set at R720 per 

qualifying principal members and first dependent per month. Other members 

would receive varying subsidy amounts in terms of the collective agreement to 

the maximum family of five family members. This amount has increased over 
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time to R1420 in 2019 as a result of adjustments attributable to various 

collective agreements applicable to medical subsidies. 

Figure 14: Medical subsidy values 
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12. In 2014 the allowance value increased by 28.5 per cent, followed by increases 

approximating 9 per cent for each of the years thereafter until 2019. On 

average the allowance value has increased by 10 per cent per year over the 

last 7 years. Overall growth of allowance value over the whole period 

approximates 95 per cent. 

/fJ Pf' 42 

10 



"'O 
Q) 
N ·c 
0 
5 
:l 
~ 
Q) ..... 
:l 
(/) 
0 

~ 
i:5 
.!::? 
:0 
:l 
a. 

-g 
N ·c 
0 

..c: 
5 
~ 
Q) ..... 
:l 
(/) 
0 u 
(/) 

i:5 
.!::? 
:0 
:l a. 

Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1247) 

ANNEX "NT11" - Policy Research Working Paper No. 7194 

prepared by the Poverty Global Practice Group and 
Macroeconomics and Fiscal Management Global 

Practice Group of the World Bank Group titled : 
The Distributional Impact of Fiscal Policy in 

South Africa , dated February 2015 

WPS7194 

POLICY RESEARCH WORKING PAPER 7194 

The Distributional Impact of Fiscal Policy 
in South Africa 

@woRLD BANK GROUP 
Poverty Global Practice Group 

& 

Gabriela lnchauste 
Nora Lustig 

Mashekwa Maboshe 
Catriona Purfield 
Ingrid Woolard 

Macroeconomics and Fiscal Management Global Practice Group 
February 2015 

1064 

10 



Consolidated CCT Record 

(Labour Court Case No. J500/2020) 

(Main Application Bundle - Page 1248) 

ANNEX "NT11" - Policy Research Working Paper No. 7194 

prepared by the Poverty Global Practice Group and 
Macroeconomics and Fiscal Management Global 

Practice Group of the World Bank Group titled : 

1065 

POLICY RESEARCH WORKING PAPER 7194 

Abstract 

1l1is paper uses the 2010/11 Income and Expenditure 
Survey for South Africa to analyie the progressiviry of the 
main tax and social spending programs and quantify their 
impact on poverty and inequality. The paper also assesses 
the redistributive effectiveness of fiscal interventions given 
the resources used. Because it appl ies the Commitment to 
Equiry methodology, the results for South Africa can be 
compared with other middle-income countries for which 
the framework has also been applied. The main results are 
twofold. First, the burden of taxes-namely the personal 
income tax, the value added tax, excises on alcohol and 
tobacco, and the fuel levy-falls on the richest in Souch 
Africa and social spending results in sizable increases in the 
incomes of the poor. In other words, for the components 

The Distributional Impact of Fiscal Policy in 
South Africa , dated February 2015 

examined, the tax and social spend ing system is overall pro
gressive. Second, for these elements, fiscal policy in South 
Africa achieves appreciable reductions in income inequal
ity and poverty. Moreover, these reductions are the largest 
achieved in the emerging marker countries that have so 
far been included in the Commitment to Equity project. 
Although fiscal policy is equalizing and poverry-reducing, 
the levels of inequaliry and poverry that remain still rank 10 
among the highest in middle-income countries. Looking 
al1ead, as South Africa grapples with slow economic growth, 
a high fiscal deficit, and a rising debt burden, addressing 
the twin challenges of high inequality and poverry will 
require nor only much improved qualiry of public ser
vices, but also higher and more inclusive economic growth. 

This paper is a product of the Poverty Global Practice Group and the Macroeconomics and Fiscal Management Global 
Practice Group. It is part of a larger effort by the World Bank to provide open access to its research and make a contribution 
to development policy discussions around the world. Policy Research Working Papers are also posted on the Web at http:// 
econ.worldbank.org. The amhors may be contacted at ginchausre@worldbank.org. 20 

771e Policy Research Working Paper Series dis.rnninaw the findings of work in progress to encourage the exchange of ideas 11bo11t development 

iJmes. An objective of the series is to get the findings out q11ickf;1 even if the pmentatiom are less than fit!ly polished. 7he papers carry the 

names of the authors and should be cited accordingly. 7he jindingr, interpretations, and conclwiom expressed in thiJ paper a~ entirely thou 

of the authors. 7hey do not necessarily ~pmmt the views of the !ntnnational Bank far Recommirtion and De11el.opmmt!Worlrl Bank and 

its 11.ffiliated organiwrions, or those of the ExeCt1tive Directors of the World Bank or the govemmenrs chey r<'Presmt. 
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Since the end of apartheid, South Africa has made progress toward establishing a more equitable society. In 
particular, advances in areas such as electrification and access to education have increased equality of opportunities 
(World Bank, 2012). There has also been a sizeable reduction in the levels of poverty in recent years. Between 2006 
and 2011, the proportion of the population living in poverty using the national poverty line fell from 57.2 to 45.5 
percent.2 Inequality of per capita household consumption has also declined during this period: the Gini coefficient 
fell from 0.67 to 0.65.3 However, in spite of this progress, the Gini coefficient in South Africa is still higher than it 
was in 1993 and the country continues to be one of the most unequal in the world. The top 20 percent of the 
population accounted for 61.3 percent of national consumption, while the bottom 20 percent accounted for 4.3 
percent in 2011.4 As a comparator, in another highly unequal country, Brazil, the share of the top 20 percent in 10 
national consumption is 55.7 percent.5 As a result of the high levels of inequality, South Africa also features higher 
poverty rates than other middle-income countries with similar per capita GDP. For example, measured with the 
international poverty line of US$2.50 per day, South Africa's headcount ratio is 36 percent, while it is 11 percent in 
Brazil and 4 percent in Costa Rica.6 

In large part, progress towards greater income equality has proven elusive because of the enduring legacy of the 
apartheid system. This is true in spite of the fact that South Africa's government has tried to attack the inequality 
inertia at its roots on several fronts, including most prominently through taxation and social spending. The 1996 
Constitution's Bill of Rights established citizens' rights to health care, food, water, social security and assistance. It 
required the state to fulfill these rights progressively and to the best of its ability. Since the end of apartheid, the 
government has expanded social assistance programs and spends sizable resources, by the standards of middle- 20 
income countries, on health and education services. By 2013/14, total government spending amounted to 33.2 
percent of GDP with more than half of it devoted to social spending. Indeed, thanks to social grants, everybody's 
disposable income grew between 1995 and 2005; without the grants, two-fifths of the population would have seen 
its income decline in the first decade after apartheid. Indeed, van der Berg (2006) found that social spending had 
become increasingly progressive. More recently, Leibbrandt et al. (2010) estimated redistributive spending policies 
have undone about 40% of the increase in the market-income inequality (measured by the Gini coefficient), with 
the expansion of social cash transfers being particularly important. Meanwhile the tax system has generated 
considerable resources for redistribution with total general government revenue collections amounting to 29.2 
percent of GDP in the same year. Moreover, Woolard et al. (2005) found that although the relative burden of 
taxation increased for the bottom 30 percent and the top decile between 1995 and 2000, when taken together taxes 30 
were progressive, effectively reducing the level of inequality between incomes before and after taxes. 

The government's commitment to greater equality remains strong. The National Development Plan: Vision for 2030 
sets the ambitious goal of eliminating poverty and reducing inequality. It targets to cut the Gini coefficient to 0.60 
by 2030 by raising employment and the share of income of the bottom 40 percent from 6 to 10 percent.7 In 2014, 
with an overall fiscal deficit at about 4 percent of GDP and debt burden close to 40 percent of GDP, fiscal space 
has become more limited. In such an environment, the question becomes whether the government is making the 
best possible use of fiscal policy to achieve its goals of reducing poverty and inequality. 

In this context, this paper aims to assess the distributional impact of some of the main tax and social spending 
programs by applying a state-of-the-art fiscal incidence analysis. In particular, the paper first aims to analyze 
whether the tax and spending programs assessed in this paper are progressive in South Africa. Second, the paper 40 
aims to quantify the impact these tax and spending programs have on inequality and poverty, and how effectively 
the taxes and transfers redistribute income between the rich and the poor. Our analysis has three unique features. 
First, with most other studies almost a decade old, this paper uses the most recent Income and Expenditure Survey 

2 Statistics South Africa, 2014a, Table 3, using the national upper-bound poverty line of R.620 per mon th. 
3 Statistics South Africa, 2014a, Table 5, expenditure per capita excluding taxes. 
4 lbid, 2014. 
5 SEDLAC (Socioeconomic Database for Larin America and the Caribbean, CEDLAS at Universidad de La Plata and World Bank). 
6 The poverty line is measured in purchasing power parity. The headcount ratios are for disposable income. 
7 National Planning Commission, 2011, National Development Plan: Vision for 2030, page 3 and page 28. 
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(IES) from 2010/11 (Statistics South Africa, 2012a) that contains data on household income, expenditures, cash 
transfers, and utilization of educational services collected from some 25,328 households covering over 95,000 
individuals. Second, it assesses how each fiscal instrument examined in this paper contributes to redistribution and 
how effective it is in doing so given the resources used. Finally, because it applies the Commitment to Equity 
(CEQ) methodology (Lustig and Higgins, 2013), the results for South Africa can be compared with other middle
income countries for which the framework has also been applied. 

The main results are twofold. First, the burden of taxes-namely, the Personal Income Tax (PI1), Value Added 
Tax 01A1), excises on alcohol and tobacco, and the fuel levy-falls on the richest in South Africa and social 
spending results in sizable increases in the incomes of the poor. In other words, for the components examined, the 
tax and social spending system is overall progressive. Second, for these elements, fiscal policy in South Africa 10 
achieves appreciable reductions in income inequality and poverty, and these reductions are in fact the largest 
achieved in the emerging market countries that have so far been included in the CEQ project. 8 Yet despite fiscal 
policy being both equalizing and poverty-reducing, the level of inequality and poverty rates that remain are still very 
high, as noted above, ranking as some of the highest in middle-income countries. Looking ahead, as South Africa 
grapples with slowing economic growth, a high fiscal deficit and rising debt burden, addressing the twin challenges 
of high inequality and poverty will require not only much improved quality of public services, but also higher and 
more inclusive economic growth. 

Before delving into these issues more deeply, Sections II and III provide an overview of the key fiscal tools used by 
the South African government to redistribute income between the rich and the poor, followed by the basic 
framework, caveats and assumptions. Section IV then presents the progressivity of taxes and social spending by 20 
looking at each of the key fiscal instruments and then viewing the incidence of the key taxes and social spending as 
a whole. From theory one knows that a tax or expenditure instrument could be progressive but not have large 
impacts on equity if it is too small.9 One also knows that a tax could be regressive but still equalizing if analyzed in 
conjunction with other taxes and, especially, transfers. 1° Furthermore, taxes and transfers could be equalizing and 
yet poverty increasing because inequality depends on relative incomes while poverty is affected by absolute income 
levels: that is, a tax system could be progressive and equalizing but hurt the poor if the level of taxes paid by them 
exceeds the transfers received by the poor. Finally, taxes and transfers could introduce horizontal inequity. One 
typical form of horizontal inequity occurs when the ranking of individuals (i.e., the ordering of individuals in the 
before taxes and transfers income distribution) gets changed (some individuals swap positions) by the fiscal 
system.11 Recognizing these four elements, section V analyzes the impact of taxes and transfers combined on 30 
inequality, poverty and horizontal equity, and compares the results to those for other middle-income countries. 
Finally, the paper discusses the effectiveness of social spending, and whether the reduction in poverty is 
commensurate with the amount spent, compared to other middle-income countries. 

II. General Government's Fiscal Instruments to Tackle Poverty and Inequality 
Since the end of apartheid, the government has progressively expanded its fiscal programs to help address poverty 
and inequality while maintaining sound fiscal indicators. It broadened the tax base and built an efficient tax 
administration to generate the resources it needed to progressively expand the social safety net for the poor. 
However, in recent years fiscal space has become more limited. Reflecting the impact of the global financial crisis 
and the slowdown in economic growth in South Africa, the government pursued a countercyclical policy that 
preserved spending in the face of declining revenue collections. As a result, the overall fiscal balance moved from 40 
a surplus of about 1.3 percent of GDP in 2008 to a deficit of 4.3 percent of GDP in 2012/13 before narrowing 
somewhat to a deficit of 4 percent of GDP in 2013/14. The overall net debt burden rose from 22.9 percent of 
GDP in 2008/09 to 39.7 percent of GDP in 2013/14 and in an environment of slow economic growth it is 

8 Led by orn Lustig since 2008, the Commitment to Equity (CEQ) project is an initiative of the Center for !mer-American Policy and Research (CIPR) 
and the Department of Economics, Tulane University, the Center for Global Developmenc and the lncer-American Dialogue. For more details, sec 
http:/ / www.commitmcntocquity.Q[g. 
9 Sec Duclos and Tabi (1996). 
10 As soon as there is more than one intervention, assessing the progressivity of fiscal interventions individually is not sufficient to determine whether 
they arc equalizing or not (sec, for example, Lambert (2002) pp. 277-278). 
11 For details on these sec the chapter by Lustig, Nora, Rodrigo Aranda and Ali Enami, in Lustig, forthcoming. 50 
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Our analysis focuses on the major tax items, namely personal income tax, payroll taxes, value-added tax, specific 
excise duties on alcohol and tobacco and the general fuel levy. These items make up about 64.5% of all general 
government tax revenue.13 Box 1 describes the main features of each of these taxes in South Africa. 

Box 1: Main features of key taxes included in the fiscal incidence analysis for South Africa 

Personal Income Tax 
Personal income tax (PI1) is levied on individual taxable income (gross income less exemptions and allowable 
deductions). Capital gains also form part of taxable income. Individuals generally receive their income as 
salary/wages, pension/annuity payments and investment income (interest and dividends). 

Filing is done individually and the system does not provide deductions for married persons or children. All formal 
sector employees must be registered by their employer for PIT and the employer is responsible for calculating and 10 
withholding PIT payable. In 2010/11, individuals with an income of less than R120,000 (US$16,438 calculated at 
the average exchange rate in 2010/11 of Rand 7.3 per US$) per annum (who comprised more than half of all 
taxpayers) were not required to file tax returns. In 2010/11, the tax threshold (i.e. the taxable income below which 
no PIT was payable) was R54,200 (US$7,424) for individuals below age 65 and R84,200 (US$11,534) for 
individuals over the age of 65. The top marginal tax rate was 40% and kicked in at R525,000 ($71,917) per annum. 
A certain level of interest income (R22,300 or US$3,054 p.a. in 2010/11) is tax-exempt in an effort to promote 
saving. Limited deductions are permitted for travel expenses, contributions to pension funds, and medical aid 
(health insurance) schemes. 

Payroll taxes 
There are no social security taxes as there is no contributory social security in South Africa. Two earmarked payroll 20 
taxes exist: First, the skills development levy: employers contribute 1 % of total payroll towards a levy used to fund 
training facilitated through the Sector Education and Training Authorities. Second, the Unemployment Insurance 
Fund (UIF): employers and employees each contribute 1 % of earnings (up to a cap, currently set at R14,872 or 
US$1487 per month) towards a fund which provides income protection for up to 236 days in the event of 
unemployment. We treat the skills development levy and UIF as payroll taxes separate from PIT, but as part of 
direct taxes. 

Value-added tax 
VAT was introduced in South Africa in September 1991, replacing the General Sales Tax (GS1). The South 
African VAT system is an example of a 'modern' VAT. Most goods are subject to the standard rate of 14%, with 
limited zero-ratings and exemptions. 30 

Certain foodstuffs are zero-rated. The current list of zero-rated foodstuffs are: brown bread, maize meal, samp, 
maize rice, dried maize, dried beans, lentils, tinned pilchards/ sardines, milk powder, dairy powder blend, rice, 
vegetables, fruit, vegetable oil, milk, cultured milk, brown wheaten meal, eggs and legumes/pulses. Other goods 
such as diesel and petrol are zero-rated as they are instead subject to excise duties and municipal taxes are zero
rated to avoid cascading taxes. 

The VAT system also has a limited number of exemptions, notably for certain forms of passenger transport, 
educational and financial services. Passenger transport by road and rail were exempted for two reasons. First, 
when the VAT was introduced there were concerns that increased bus and train fares would hurt the poor. Second, 
it was considered infeasible to get mini-bus taxi operators to register as VAT vendors. In the case of educational 
services there is a blanket exemption which includes private schools, colleges and universities. Concessions for 40 
education are common to most VAT systems, and are justified on merit grounds. Finally, some goods are exempt 
because they are hard to tax, in particular financial services. 

u The largest omitted item is corporate income tax (Cll) which accounts for about 21 % of tax revenue. The analysis only assesses items 
included in South Africa's general government budget and therefore it does not include revenues collected or activities undertaken by 
State-Owned Enterprises. 
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Specific excise duties are levied on tobacco products, alcohol products (malt and traditional beer, wine and other 
fermented beverages, spirits) and petroleum products (petrol, distillate fuel, residual fuel and base oil). 

Fuel levies 
Fuel levies include general levies and specific excise duties on petrol, diesel and illuminating paraffin. Petrol and 
diesel fuel are also levied with a contribution to the Road Accident Fund which pays compensation to victims of 
traffic accidents. 

Total general government spending in South Africa is also somewhat higher than the average for middle-income 
countries. 14 Total general government spending, excluding interest payments amounted to 32.2 percent of GDP in 
2010/11 (table 2). As we can see in figure 2, South Africa's social government spending (as a share of GDP) is 10 
among the highest in our (comparable) sample. Compared with other "big" social spenders in this graph, Bolivia 
and Brazil, South Africa spends somewhat more on education and less on health and direct cash transfers than 
Brazil does, but more on direct cash transfers than Bolivia does. 

Table 2: South Africa: General government expenditure, 2010/11 

Total General Government Expenditure 
Primary g ovemment spending 

Social spending 
Total Cash Transfers 

Child Support Grant 
Old age pension (non-contributory) 

Disability grant 

Foster care grant 

Other grants 

Free Basic Services 
In-kind transfers 

Education 

Health 

2010/11 
(%of 
GDP) 

34.8 

32.2 
17.6 
3.8 

1.1 

1.3 

0.6 
0.2 

0.6 

0.5 
12.6 

7.0 
4.1 

Housing and urban 1.5 

Other social spending 1.1 

Nonsocial spending (incL public sector pensions} 14.6 

Incidence 
analysis 
(%of 
GDP) 

14.9 

14.9 
14.9 
3.8 

1.1 
1.3 

0.6 
0.2 

0.6 
0.5 

11.1 

7.0 
4.1 

Source:: Statistics South Africa, 2012b, "Financial Statistics of Consolidated General Government," November 22, 2012, for totals. Linc 
items under direct and indirect taxes from 2013 Budget Review, National Treasury. For Free Basic Service, data represent the amount 
transferred under the equitable share formula for 2010/11 to municipalities to compensate them for providing basic services to poor 
households, and was provided by the Financial and Fiscal Commission of South Africa. 

J ust over half of South Africa's total general government expenditure was devoted to social spending. Some 3.3 

20 

30 

percent of GDP was dedicated to direct cash transfers to individuals and includes items such as non-contributory 40 
pensions and child grants (table 2) but excluding free basic services. Over the past decade, the number of 
beneficiaries receiving social grants doubled from almost 8 million in 2003/04 to 15.8 million in 2013/14 mainly 
reflecting the expansion of direct cash transfers to children and the elderly. The Child Support Grant (CSG) was 
introduced in 1998 and was initially targeted at children aged 0-7 years, with the age limit progressively raised to its 
current level of 18 years. The age limit for the old-age grant for men was also lowered from 65 to 60 years to 

14 General government excludes State-Owned Enterprises. 
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paid to about 1.1 million people of working age who are unable to work because of chronic illness or disability. 
This is slightly down on the number of beneficiaries in 2010/11 when 1.2 million people collected this grant. 

1073 

The social grant system includes three child grants. The Child Support Grant (CSG) is the main poverty-oriented 
child grant available to all primary caregivers who pass a means test. The Care Dependency Grant (CDG) is 
provided to caregivers of severely disabled children with intensive care needs. The Foster Child Grant (FCG) is 
available to foster parents of children who have been found by the courts to be in need of 'care and protection' in 
terms of the Children's Act. In the fiscal year 2014/15, the CSG will have been paid to 11.2 million children, the 
FCG to 534,000 children and the CDG to 135,000 children (2014 Budget Review). The value of the CSG is R310 
(US$29) per month, against R830 (US$78) for the FCG and R1,350 (US$127) for the CDG. The number of FCG 
and CDG beneficiaries has remained steady over the last few years, while the number of CSG beneficiaries has 10 
risen by 1 million children since 2010/11. 

Education 
Schooling is compulsory for all children aged seven to 15. The vast majority (96%) of school-goers attend public 
schools. The fiscus provides all public schools with a grant to finance their operational costs and teacher salaries. 
Schools in poorer neighborhoods are designated 'no fee' schools which receive a slightly higher state subsidy to 
compensate for the absence of school fees. In 2011, 78 percent of learners attended no-fee schools (Department 
of Basic Education [DBE], 2012). Other public schools will charge fees which vary enormously, from about R100 
to about R30,000 per annum. However, even at fee-paying schools parents can apply for a full or partial reduction 
of fees and schools may not refuse admission to learners living in the immediate vicinity. On application, 
beneficiaries of the CSG should automatically be exempted from the payment of school fees. Tertiary education is 20 
not free but is subsidized. 

Health 
The healthcare system in South Africa is divided into public care, which services more than 80% of the population, 
and private care which services only those who can afford the high fees. Primary health care is available free of 
charge to everyone, while hospital services are provided at relatively low cost, with a sliding tariff scale calculated 
according to income level. Individuals living in households with an income of less than R6000 (US$566) per 
month, children under six years, pregnant women and social grant beneficiaries are automatically exempt from 
paying for any public health services. 

Free Basic Services 
The Municipal Property Rates Act contains an explicit mandate for municipalities to provide relief for the poor in 30 
the way in which they charge for municipal services (property rates, water, electricity, and sanitation and refuse 
removal). 

Drawing on international benchmarks, minimum standards of SOkWh of free electricity and 6kl of free water per 
household per month have been adopted in South Africa, while the minimum adequacy requirement for sanitation 
is a ventilated pit latrine. In 2010, 97 percent of households had access to water supply infrastructure (though this 
includes communal taps), and 79 percent had access to adequate sanitation (National Treasury, 2011). More than 
three-quarters of households are connected to the electricity grid. 

About half of total municipal spending is funded by the national government via an 'equitable share formula.' This 
transfer amounted to about 1 percent of GDP in 2010/11. About three-quarters of the equitable share transfer 
reflects that part of the formula used to cover the operating costs of providing basic services to poor households in 40 
each municipality using an estimate of the number of poor households in their area. However, at the local level, 
some municipalities also use a block tariff system which makes it possible for municipalities to cross-subsidize free 
basic service allocations to the poor, using revenue from service fees paid by the non-poor. 

The availability of free basic services is variable in that municipalities determine their own eligibility criteria or 
'indigence' levels. Larger municipalities provide a certain amount of free water and electricity by not charging for 
the first few units and then applying rising block tariffs for consumption over that amount. Other municipalities 
provide a rebate to households that have applied on grounds of 'indigence' (where indigence is typically defined as 
having a monthly income below twice the amount of the Old Age Grant). An important limitation of the free basic 
services safety net is that households living in areas without service infrastructure cannot benefit from free services. 

8 
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This program is based on the development of integrated housing projects. It provides for the acquisition of land, 
servicing of stands for a variety of land uses including commercial, recreational, schools and clinics, as well as 
residential stands for low, middle and high income groups. The land use and income group mix is based on local 
planning and needs assessment however it is not explicitly targeted to the poor. 

III. Basic Framework, Data and Assumptions 

1. Fiscal Incidence Framework 
Our fiscal incidence analysis assesses how personal income and consumption taxes along with the assessed social 
spending programs redistribute income amongst different deciles of the population (Box 3). Using this approach, it 
is possible to measure how the redistributive process implemented through these fiscal instruments impacts 10 
poverty and inequality. As such, the analysis does not provide an assessment of the drivers or causes of poverty or 
inequality. 

Box 3. What Is Fiscal Incidence Analysis? 

Fiscal incidence analysis consists of allocating taxes and public spending (social spending in particular) to 
households or individuals so that one can compare incomes before taxes and transfers with incomes after taxes and 
transfers, where the latter may include the monetized value or consumption of free public services. In addition to 
assessing the impact of fiscal policy on the distribution of income, one may be interested in how taxes and transfers 
affect the welfare of different social groups such as groups of individuals differentiated by gender, ethnicity, or 
location. 

The most common fiscal incidence analysis examines what is paid and received without assessing the behavioral 20 
responses that taxes and public spending may trigger on individuals or households. This is often referred to as the 
"accounting" approach and is adopted in this study. Put simply, the accounting approach consists of starting from 
a pre-fisc income and, depending on the fiscal intervention under study, allocating the proper amount of a tax or a 
transfer to each household or individual. If the fiscal intervention is a direct tax (transfer) and one starts the 
analysis from pre-tax (pre-transfer) income, the post-tax (post-transfer) income is calculated by subtracting (adding) 
the tax paid (transfer received). 

More formally, let's define before taxes and transfers income of unit has hand net taxes of type i as T;. Let us 
define the "allocator" of taxi to unit has J ;h(or the share of net taxi borne by unit h). Then, post-tax income of 
unit h can be defined as: Yb= lb- l) T S;b. Although the theory is quite straightforward, its application can be fraught 
with complications. Most of the complications arise because actual incidence can be quite different from statutory 30 
incidence (for example, due to tax evasion) and the data to calculate the actual incidence is incomplete or absent. 

Fiscal incidence analysis can be partial or comprehensive. Partial fiscal incidence analysis assesses the impact of one 
or several fiscal policy interventions: for example, income taxes or the use of public education and health services. 
Comprehensive fiscal incidence analysis assesses the impact of the revenue and spending sides simultaneously: 
namely, the impact of direct and indirect taxes, cash and in-kind transfers, and indirect subsidies. Incidence analysis 
can use income or consumption (per capita or equivalized) to measure household welfare. In this study we assess 
fiscal policy on a partial and comprehensive basis and test the sensitivity of our findings using both income and 
consumption (i.e. disposable income) measures. Additionally, there is point-in-time vs. lifetime fiscal incidence 
analysis. The analysis can assess a current system or estimate the potential or actual effects of particular reforms. It 
can use the statutory incidence or the actual one (including tax evasion or less than full take-up of a cash transfer, 40 
for example). It can make different assumptions about tax shifting and the value of in-kind benefits. The analysis 
can assess the average incidence of a tax or benefit or it can assess the incidence on the margin: e.g., the 
distribution of an increase in the spending of public education. 

Incidence studies use micro-data from household surveys or rely on incidence indicators from secondary sources. 
Since in practice surveys will not include information on every tax paid or transfer received (or the information 
even if it exists may be inaccurate), that information must be generated in a consistent and methodologically solid 
way. Frequently, the information will have to be generated using more than one method to check the sensitivity of 
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• Net market income subtracts direct taxes, Personal Income Tax (PIT) and employee contributions to the 
Unemployment Insurance fund (UIF) and Skills Development Fund from market income. 

• Disposable income is constructed by adding direct cash transfers to net market income. (This measure is 
closest to household consumption on which the Gini coefficient in South Africa is usually constructed.) In 
South Africa direct cash transfers include, for example, the old age, child, disability and foster grants. 

• Post fiscal income adds the impact of indirect taxes and subsidies to disposable income. In South Africa, 
indirect taxes included in this analysis includes the VAT, excises on alcohol and tobacco, and the fuel level. 

• Final income adds in-kind benefits such as health and education to post fiscal income. 

2. Progressivity and Redistributive Effect: Basic Concepts and Definitions 

One common way to measure the progressivity of a tax (transfer) 18 is by comparing the cumulative distribution 10 
(also known as cumulative concentration shares) of their burden (benefit) with the cumulative distribution of 
market income. This is known as the tax (transfer) redistribution approach.19 In the case of spending, it is also 
useful to compare the cumulative distribution of benefits with the cumulative shares of total population. To 
illustrate, Figure 4 presents a Lorenz curve where the population is ranked along the horizontal axis using market 
(sometimes called original or reference) income, and the cumulative shares of taxes paid or transfers received is 
plotted along the vertical axis. The latter are concentration curves. 

Figure 4. Diagrammatic representation of the progressivity of taxes and transfers 
1 
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Source: Lustig and Higgins (2013). 

1 

20 

The classification of taxes (transfers) in the remainder of the paper uses the following definitions when referring to 30 
whether taxes or government spending are progressive or not:20 

the auto-consumption component. Market income docs include the imputed value of owner's occupied housing, though. See Table 9 for 
an illustration of the average level of income for each of these concepts across the distribution. 
18 Nore that the words "tax" and "transfer" apply to any form of government revenue and spending, respectively. For example, 
government spending on education and health are "transfers." 
19 See, for example, Duclos and Araar (2006), p. 136. 
20 Based on Duclos and Araar (2006) and Lustig (2014). 
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• Progressive: a tax (transfer) whose concentration curve lies everywhere below (above) the Lorenz curve 
for market income is globally progressive.21 

• Absolutely progressive: a transfer whose concentration curve lies everywhere above the diagonal (that is, 
the per capita transfer decreases with income) is globally progressive in absolute terms. An absolutely 
progressive transfer is frequently called "pro-poor." 

• Neutral: a tax (transfer) whose concentration curve coincides with the Lorenz curve of market income is 
neutral. 

• Regressive: A tax (transfer) whose concentration curve lies everywhere above (below) the Lorenz curve is 
globally regressive. 

There are several aspects that are crucial to bear in mind when analyzing the redistributive effect (that is, the 
change in the distribution of income) of fiscal interventions:22 

• To establish progressivity as defined in the literature it is not necessary for taxes (transfers) to be 
progressive for every individual in the distribution. Taxes (transfers) can be globa//y progressive even if they 
are not everywhere progressive. 

• The redistributive impact of a tax (transfer) depends both on its progressivity and level For example, a 
particular tax can be less progressive than another tax but if the level of the former is higher, its equalizing 
impact will be higher as well.23 

• In the face of more than one fiscal intervention, the impact of a tax (transfer) on inequality depends on the 
interaction among interventions. For example, a tax can be regressive with respect to market income but 

10 

progressive and equalizing with respect to market income plus transfers. Depending on the characteristics 20 
of the tax and the transfer, keeping the progressive transfer only (i.e., eliminating the regressive tax) could 
be less equalizing than having both. 24 

• Given what is mentioned in the previous paragraph, in order to assess the redistributive impact of taxes 
and transfers combined, we need to compare the concentration curve for after taxes and transfers income 
(with households ranked by market income) with the Lorenz curve for market income. The tax and transfer 
system combined is global/y progressive in the income-redistribution sense if the concentration curve for 
after taxes and transfers income (with households ranked by market income) lies everywhere above the 
Lorenz curve for market income. 

• If the order of individuals in the after taxes and transfers income distribution is the same as their order 
using market income, this condition will ensure that the tax and transfer system is equalizing. The total 30 
redistributive effect can be measured with the Reynolds-Smolensky index, defined as the difference 
between the Gini coefficient for market income (Gm ) and the concentration coefficient for incomes after 
taxes and transfers (Cpost-flsc ), or: 

Reynolds - Smolensky Index =RS= (Gm - Cpost-fisc) 

In the absence of reordering of individuals, the concentration coefficient of after taxes and transfers 
income is identical to the Gini coefficient, or, Cpost-flsc= Gpost-fisc· The higher the RS index, the more 
redistributive the fiscal system. 

In the real world, however, fiscal interventions are likely to change the order of individuals. In the literature, this is 
known as "re-ranking." Re-ranking occurs if individual A was poorer than individual B before a fiscal intervention, 
Oet's say, a cash transfer), but B is poorer than A after the intervention. Re-ranking is considered to be a typical 40 
form of horizontal inequity generated by fiscal policy.25 The re-ranking defmition of horizontal equity postulates 

21 nus refers to progtessivity in the tax (transfer) redistribution sense. 
22 See Duclos and Araar (2006) and Lambert (2002). For a synthesis, see Lustig (forthcoming). 
23 See Duclos and Tabi (1996). 
2• See Lambert (2002), pp. 277-278. This counter-intuitive result is illustrated in Lambert's Table 11.1. 
25 See Duclos and Araar, op. cit., Chapter 8. 
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From theory, we know that the total redistributive effect (RE) can be decomposed into two elements: the change in 
vertical inequality (VE) minus r-e-ranking (RR) (see Duclos and Araar, 2006, Chapter 8, p. 145; Lambert, 2002, 
Chapters 8-10; and Urban, 2009). The redistributive effect (RE) is equal to the difference between the Gini 
coefficient for incomes before taxes and transfers, Gm, and the Gini coefficient for incomes after taxes and transfers 

Gpost-fisc. or; 

RE= Gm - Gpost- fisc (1) 

Adding and subtracting Cpost-fisc the concentration coefficient for incomes aftertaxes and transfers,26 equation (1) 10 
can be decomposed into: 

RE = (Gm - Cpost-fisc) - ( Gpost-fisc - Cpost-fisc), (2) 

Then the redistributive effect can be written as: 

RE=VE-RR, (3) 

where: 

• VE is equal to the difference between the Gini coefficient for incomes before taxes and transfers and the 
concentration coefficient for incomes after taxes and transfers; if there is no re-ranking, RE = VE by 
definition because the concentration coefficient for incomes after taxes and transfers will be identical to the 
Gini coefficient for incomes after taxes and transfers; 

• RR is equal to the difference between the Gini coefficient for incomes after taxes and transfers and the 20 
concentration coefficient for incomes after taxes and transfers. 

The redistributive effect is diminished by re-ranking (RR) as clearly shown in equation (3). The VE measure is the 
Reynolds-Smolensky progressivity index (RS) and the RR measure is known as the Atkinson-Plotnick index of 
horizontal inequity. 

It is very important to note that if taxes and transfers combined (i.e., the fiscal system) is globally progressive bNt 
there is re-ranking, it is no longer true that the system is always necessarily equalizing.27 In other words, to establish 
whether a fiscal system decreases inequality -and by how much-it is essential to carry out the empirical fiscal 
incidence analysis for the system as a whole. 

3. Data and Assumptions 
To determine the size of each fiscal intervention at each step of income in Figure 1, we need to "map" the taxes 30 
and transfers from South Africa's national accounts and administrative fiscal data to individual members in 
households. For this we use the 2010/11 Income and Expenditure Survey (IES) conducted by Statistics South 
Africa (Statistics SA, 2012a). This survey contains data on household income, expenditures, cash transfers, and 
utilization of educational services collected from 25,328 households across the country over a period of 12 
months.28 The allocation or "mapping" to individuals is obtained dividing the total tax paid or transfer received by 
each household by the total number of members in the household (excluding boarders and domestic workers). 

26 Recall that a concentration coefficient (also known as guasi-Gini) differs from the Gini coefficient in that the households are still ranked 
by the income before taxes and transfers. 
v See, Lambert (2002) and Duclos and Araar (2006) . 
28 The methodology used for data collection in the JES survey is an internationally accepted best practice and it is generally believed that 40 
the quality of the incomes and consumption data in the survey are good. However, there is some concern that the share of food 
consumption of the extreme poor in South Africa is much lower than one would expect, potentially pointing to some under-reporting at 
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Information on direct and indirect taxes, transfers in cash and in-kind, and subsidies cannot always be obtained 
directly from the JES. When it can be obtained, we call this the direct identification method. When the direct 
identification method is not feasible, one can use the inference, simulation, or imputation methods, or an alternate 
source. As a last resort, one can use secondary sources. The methods one can use to allocate taxes and transfers are 
described in detail in Lustig and Higgins (2013). The method used for each category of taxes and transfers in our 
study can be found in Appendix 1. A summary of the main assumptions follows: 

1. The IES does not provide information on personal income taxes or payroll taxes like the Skills 
Development Levy and contributions to the Unemployment Insurance Fund. Thus, the burden of these 
had to be simulated. Consistent with other conventional tax incidence analyses, we assume that the 
economic burden of direct personal income taxes is borne by the recipient of income. The burden of 10 
payroll taxes is assumed to fall entirely on workers. 

2. In contrast, the IES provides detailed information on the receipt of cash transfers. The number of 
beneficiaries implied by the survey receiving old age, child, disability and foster benefits aligns well with the 
figures provided by administrative fiscal data (National Treasury, 2014). 

3. The IES also provides detailed consumption data that allows us to estimate the burden of VAT, the Fuel 
Levy, and specific excise duties on alcohol and tobacco. Consumption taxes are assumed to be shifted 
forward to consumers. (See Appendix 1 for details on all assumptions taken). Evasion of consumption 
taxes was taken into account implicitly by using "effective" rates (i.e., collected tax as a share of total 
consumption of that good according to national accounts) rather than statutory rates. In the case of excise 
on alcohol and tobacco, the survey severely underestimates actual consumption relative to what is recorded 20 
in the National Accounts. To correct for this, we assume that the extent of under-reporting is consistent 
across the income distribution, i.e. we assume that the survey provides the correct distribution of spending 
on alcohol and tobacco, but that the levels of spending are too low. 29 Finally, we use the 2009 Input-output 
Matrix and a price shifting model30 to estimate the second round effects of indirect taxes, whereby these 
taxes result in higher costs in sectors that use these goods as inputs. For VAT, the indirect effects are only 
considered in the case of exempt items, since VAT refunds ensure that there is no cascading of non-
exempt items. 

4. In South Africa consumption subsidies are relatively small except for the "free basic services" provided 
by some municipal governments. However, a lot of municipalities essentially treat these free services as a 
direct transfer to households. In most of this paper, these services are considered a transfer in our baseline 30 
scenario, but we also present an alternative scenario where these services are treated as an indirect subsidy.31 

5. The approach to estimate the incidence of public spending on education and health followed here is the 
so-called "benefit or expenditure incidence" or the "government cost" approach. In essence, we use per 
beneficiary input costs obtained from administrative fiscal data (disaggregated by province and type of 

the bottom of the distribution. The survey uses a combination of the diary and recall methods to calculate total household consumption. 
As is often the case with survey based on diary and recall methods that run over extended periods there is a risk that income and 
consumption is underestimated. In addition, the survey does not separately identify own-produced goods, which could lead to under
reporting of consumption at the bottom of the distribution and could account for at least part of the gap in the share of food in the 
consumption basket of the poor relative to what surveys report in ocher countries. Finally, as in ocher countries, there are questions about 
the ability of a survey of this type to collect adequate information on households at the top of the distribution. One area for further 40 
research would be to try alternative methods to simulate the top of the distribution to try to correct for this. 
29 The ratio of the value of JES consumption on alcohol is only 17 percent of total sales reported by the Reserve Bank of South Africa 
due to a very large number of households reporting zero amounts of alcohol and/ or tobacco consumption. Although previous fiscal 
incidence analysis done for South Africa used similar scaling assumptions as the ones used here, the results were mixed, with excise duties 
found to be quite regressive in 1995 but almost neutral in 2000 (Woolard et al, 2005). Although it is true that we could be overestimating 
the incidence of excises at the bottom of the distribution due to this scaling, it is also the case that we apply the same excise tax regardless 
of the quality of the alcoholic beverage or tobacco product, which could underestimate excises at the top of the distribution. See 
Appendix 1 for details. 
30 See Coady (2008) for a description of the price shifting model and Appendix 2 for a description of the approach. 
31 Full results under the alternative scenario are available upon request 50 
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service) as the measure of average benefits. This approach is also known as the "classic" or "non
behavioral approach", and it amounts to asking the following question: how much would the income of a 
household have to be increased if it had to pay for the free or subsidized public service at the full cost to 
the government? The IES provides information on educational enrolment by level and type: public versus 
private institutions. Data on the use of public health services come from the 2008 National Income 
Dynamics Study (SALDRU, 2014). Details on the assumptions used for the health incidence are included in 
Appendix 1. 

There are some important caveats about what the fiscal incidence analysis applied here does not address: 
• It does not take into account behavioral, lifecycle or general equilibrium effects and focuses on average 

incidence rather than incidence at the margin. Our tax shifting and labor supply response assumptions are 10 
strong because they imply that that consumers have perfectly inelastic demand and that labor supply is 
perfectly inelastic too. In practice, they provide a reasonable approximation, and they are commonly used. 

• The analysis does not take into account intra-household distribution of consumption. 
• The analysis cannot take into account the quality of services delivered by the government. 
• We are unable to include some important taxes and spending that are included in the general government 

budget. Revenues such as corporate income, international trade or property taxes and spending categories 
such as infrastructure investments including urban services and rural roads for example are excluded even 
though they affect income distribution and poverty reflecting a combination of data as well as 
methodological constraints. 32 In addition, since the analysis focuses on tax and spending programs that are 
on-budget and are part of the general government, it excludes operations of state-owned enterprises. 20 

• The analysis does not capture the growing debate on how asset accumulation and returns to capital impact 
income inequality. 

Note that by considering the poverty and redistributive effects of the fiscal instruments that were examined in this 
paper, we do not offer a full analysis of whether specific taxes or expenditures are desirable. When one tax or 
expenditure is found to be more redistributive to the poor than another, the temptation is to conclude that the 
former is preferable. However, redistribution is only one of many criteria that matter when making public policy. 
Good tax policy will aim to be sufficient, efficient and simple in addition to equitable; and public spending will aim 
to (among other goals) provide the minimal functions of a state (such as security) and invest in necessary public 
goods (such as infrastructure) that are necessary to ensure prosperity in addition to improving equity. By assessing 
the equity of specific taxes and spending programs, the results presented in this paper are just one input to public 30 
policy making, one which should be weighed with other evidence before deciding that a tax or expenditure is 
desirable. 

To try to control for these possible shortcomings and biases, we conduct various robustness tests. In addition to 
calculating the various measures of income in Figure 3 from the reported level of net income in the IES, we also 
cross checked our findings using the reported level of disposable income, which closely approximates 
consumption, to calculate the steps in Figure 3. 

IV. The Level and Progressivity of Selected Taxes and Social Spending Programs in South Africa 

What is the incidence of taxes and spending? Who bears the burden of taxation and who benefits from the various 
forms of social spending? This section aims to assess whether government taxes and spending are progressive by 
first analyzing alone each tax and social spending component that was included in this study, and then assessing the 40 
progressiveness/ regressiveness of these selected taxes and spending combined. 

32 The incidence of international customs tariffs can be estimated the same way the incidence of other indirect taxes was estimated. 
However this paper did not do so given time constraints. For property taxes, the cadastral value of property would be required, and this 
was not available for this study. The empirical tools necessary to undertake incidence analysis of corporate taxes and investment spending 
are not well established in the literature and were beyond the scope of what could be done in this paper. 
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How progressive are the truces that we examine in this paper in South Africa? The analysis only evaluates the tax 
system along one dimension, its impact on equity. As mentioned above, it does not assess other important features 
of a true system such as its efficiency-which measures the amount collected given the rate-, simplicity, and ease 
to administer. 

Direct Taxes: PIT and Payroll Taxes 
Direct taxes in the incidence analysis for South Africa are comprised of Personal Income Tax (PIT) and 
contributions to the unemployment insurance fund and skills development levy social security (also known as 
payroll truces). Table 3 shows concentration shares of market income and direct truces as well as the cumulative 
distributions of market income and direct truces. As one can observe in the cumulative distributions, based on the 1 O 
true redistribution approach, direct truces overall are progressive. We analyze the PIT and payroll truces separately. 
In table 3 one can observe that the PIT is quite progressive, as the cumulative share of a true paid by the bottom 
deciles of the population is lower than their share in market income. The burden of the PIT is borne 
overwhelmingly by the richer deciles. The wealthiest 20 (10) percent of individuals generated over 97 (87) percent 
of total PIT collections while their share in market income was equal to 81.4 (63.7) percent. 

Table 3. Progressivi~ of direct taxes 
Market income distribution and Cumulative distribution and 

concentration shares {in%~ cumulative concentration shares {in%~ 

Market 
Direct 

Personal 
Payroll 

Market 
Direct 

Personal 
Payroll 

Decile income income income income 
1/ 

taxes taxes 
2/ 

taxes taxes 
taxes taxes 

1 0.1% 0.0% 0.0% 0.0% 0.1% 0.0% 0.0% 0.0% 
2 0.2% 0.0% 0.0% 0.0% 0.3% 0.0% 0.0% 0.0% 
3 0.5% 0.0% 0.0% 0.1% 0.7% 0.0% 0.0% 0.1% 
4 0.8% 0.0% 0.0% 0.3% 1.6% 0.0% 0.0% 0.4% 
5 1.5% 0.1% 0.0% 0.8% 3.1% 0.1% 0.0% 1.2% 
6 2.7% 0.2% 0.1% 2.1% 5.8% 0.4% 0.1% 3.3% 
7 4.5% 0.8% 0.4% 4.8% 10.3% 1.2% 0.5% 8.1% 
8 8.3% 2.8% 2.0% 10.2% 18.6% 4.0% 2.5% 18.3% 
9 17.7% 11.7% 10.6% 23.3% 36.3% 15.7% 13.1% 41.6% 

10 63.7% 84.3% 86.9% 58.4% 100.0% 100.0% 100.0% 100.0% 
Source: Own calculations based on IES 2010/11. 

1/ This is the distribution of market income for the population ordered by market income. AU the others are 
concentration shares for the population ordered by market income. 
2/ This is the cumulative distribution of market income; in other words, the Lorenz curves by decile. 

Payroll taxes in the form of the skills development levy and UIF are progressive up to the eighth decile inclusive 
(right hand panel, table 3). However, they are locally regressive for the ninth decile. The tenth decile pays a lower 
share of the total contributions (58.4 percent) than its share in market income (63.7 percent). The lack of 

20 

30 

progressivity at the top is a reflection of the cap on contributions to the UIF. When looking at direct taxes as a 40 
whole, we find that they are progressive as the cumulative share of a tax paid by the bottom 90 percent the 
population is lower than their share in the market income. 

Direct taxes are also progressive when measured in relative terms. For instance, the top decile pays 18.5 percent of 
its market income in PIT while the lowest six deciles pay next to zero percent of PIT, reflecting the fact that their 
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