PROVINCIAL SUMMARY

INTRODUCTION

The 2019/20 Adjustment Budget for the Free State Province is tabled before the Provincial
Legislature in terms of section 31(2) of the Public Finance Management Act of 1999, to provide for
the following:

e The rollover of unspent funds from the preceding financial year;

e The appropriation of funds that have become available to the province;

e Unforeseeable and unavoidable expenditure;

o Expenditure used in emergency situations;

e The shifting of funds between and within votes or to follow the transfer of functions;

e The utilisation of savings under a main division within a vote for the defrayment of excess
expenditure under another main division within the same vote; and

e« Money to be appropriated for expenditure already announced by the MEC for Finance during
the tabling of the annual budget.

The following section briefly define the above-mentioned categories:

Roll-overs

Rollovers refers to unspent funds from the preceding financial year that may be rolled over to
complete projects already started. However, Treasury Regulations place restrictions on the
following:

e Unspent funds for compensations of employees may not be rolled-over;

e Only a maximum of 5 percent of a department’s budget for goods and services may be rolled-
over;

e Unspent funds for transfers and subsidies may not be rolled-over for any purpose other than
what the funds were originally allocated for; and

e Unspent funds on payments for capital assets may only be rolled-over to finalize projects or
assets acquisitions already in progress.

The appropriation of funds that have become available to the province:

This refers to additional funds that may be allocated to provinces through Provincial Equitable
Share. Secondly, national departments may allocate additional funds to provinces as conditional
grants to specifically cater for national priorities. Lastly, upward adjustment of provincial own
revenue for the current financial year forms part of funds available to the province.

Unforeseeable and unavoidable expenditure

These are expenses that could not be anticipated when the main budget was tabled. As such, the
following cannot be regarded as unforeseeable and unavoidable expenditures (as per Treasury
Regulations):

e Spending that was known when finalising the Estimates of Provincial Revenue and
Expenditure, but could not be accommodated within the allocations then;

e Spending increases due to tariff adjustments and price increases; and

e Spending to extend existing services or create new services.



Virements
Refer to utilisation of savings or unspent funds from a main programme to defray excess
expenditure under another main programme within the same vote.

Shifts

Refer to utilisation of savings or under spending towards the defrayment of increased expenditure
within a main programme of a vote. The shifting happens between the different segments of the
main programme. Shifting also allow for reallocation of funds incorrectly allocated during the
2019/20 main budget process.

Declared unspent funds

These are funds not spent and the departments explicitly indicate that the funds will not be required
in the current financial year. Any imposed expenditure reductions should also be included in this
section.

Other adjustments include:

e Shifts between votes: According to Section 33 of the PFMA, as functions are transferred
between departments so are the associated funds. When functions are shifted to another vote
or institution in terms of legislation and/or following the reassignment of responsibility for the
functions, the associated assets and liabilities also need to be shifted. Such shifts can also
happen between main divisions (programmes) within a vote.

o Appropriation of expenditure earmarked in the 2018 Budget speech for future allocation:
An amount to be allocated for the MTEF period for a specific purpose that is announced by the
MEC for Finance when the main budget is tabled, but the details of the annual allocations are
decided later.

e Adjustments due to significant and unforeseeable economic and financial events: When
unforeseeable economic and financial events affect the fiscal targets set by the main budget,
adjustments may need to be made. Significant higher inflation than anticipated in budget
projections over the MTEF period is an example of such an event.

e Use of funds in emergency situation: The MEC for Finance can approve the use of
unappropriated funds for spending of an exceptional nature. This happens if postponing the
spending to a future parliamentary appropriation (sitting) would seriously prejudice the public
interest. The MEC for Finance must subsequently provide a report to Legislature/Parliament.

e Self-financing expenditure: This is spending financed from revenue derived from a Vote’s
specific activities. The revenue is paid into the Provincial Revenue Fund. If self-financing
expenditure is approved, these funds are allocated to the Vote.

e Gifts, donations and sponsorship received (cash): They are included in the adjustment
budget. The name of the organization / individual and nature of gift, donation or sponsorship
must be indicated.

e Direct charges against the Provincial Revenue Fund are amounts spent in terms of statutes
and do not require parliamentary approval, such as expenditure on state debt costs.

The total adjustments appropriation is the sum of all expenditure adjustments by programme
and by economic classification. This number may be negative. In most instances this would be as
a result of a virement of funds out of the programme or economic classification, or due to function
shifts.



The adjusted appropriation is the total funds available to departments after the adjustments have
been appropriated; i.e. the sum of the main appropriation plus any adjustments.

SUMMARY OF THE 2019/20 ADJUSTMENTS

The 2019/20 adjustment provides for appropriation of R456.457 million. Included in this amount is
(i) the sum of R382.305 million which relates to approved conditional grant rollovers, (ii) R36.996
million for roll overs of equitable share, (iii) R29.136 million which relates to amendments to
conditional grants, (iv) R6.500 million provincial own revenue and (v) R1.520 million that relates
to sponsorships.

Summary of adjustments for 2019/20

Details Amount
R'000
Conditional grants 411 441
Rollovers - Approved by National Treasury 382 305
Additional amendments from N ational Treasury 29 136
Equitable Share 36 996
Rollov ers recommended 36 996
Sponsorships 1520
SACR: Bloem Water 500
SACR: Mining Qualification Authority 20
SACR: National Heritage Funds 1 000
Adjustment to Provincial Own Revenue 6 500
T otal before reprioritisation 456 457
Reprioritization 0
Premier: Goods and Services 8 508
Premier: CDWs (Earmarked) 2 000
Premier: Bursaries (Earmarked) 18 000
Premier: Sanitary towel project 1572
Legislature: Political party funding, COE, Modernization of Legislature 8 532
DESTEA: FDC for SEZ bulk infrastructure (Earmarked) 30 000
Treasury: Goods and Services 2 000
Education: Learner Transport (Earmarked) 10 000
Social Development: C hildren shelters 1 500
PWI: Goods and Services 2 500
PRT: SAPO (Earmarked) 7 000
SACR: Promotion of Arts and Culture 350
SACR: Sports Awards 230
SACR: Mangaung U nited 285
SACR: Cheetahs 1 000
U nallocated Own Revenue -6 500
Declared unspent -86 977
Fund Shift 0
Municipal Support Programme (Section 139 interv ention)
Provincial Treasury -9642
COGTA 9 642
Grand total for the 2019/20 Adjustment Budget 456 457




The details of these adjustments per source of funding are briefly reflected below.

ROLL-OVERS

A total amount of R419.301 million is rolled over from the previous financial year (2018/19) to the
current financial year. The rollovers relate to both, National Conditional Grants (R382.305 million)
and Equitable Share (R36.996 million). The details of the approved roll-overs are presented below:

Conditional Grants — R382.305 million

Department of Health
o Health Facility Revitalisation Grant

Department of Education
o Education Infrastructure Grant

HIV and AIDS (Life Skills Education) Grant

Maths, Science and Technology Grant

Learners with Profound Intellectual Disabilities Grant
National School Nutrition Programme Grant

O O O O

Department of Social Development
o Substance Abuse Treatment Grant
o Early Childhood Development Grant

Police, Roads and Transport
o Provincial Roads Maintenance Grant

Department of Agriculture and Rural Development
o Comprehensive Agricultural Support Programme Grant

o llima/ Letsema Projects Grant

Department of Sport, Arts, Culture and Recreation
o Community Library Services Grant

Human Settlements
o Title Deeds Restoration Grant

o EPWP Integrated Grant for Provinces

R 75.355 million

R 119.288 million
R 0.263 million

R 4.398 million
R 4.593 million
R 7.421 million

R 34.318 million
R 0.567 million

R 49.980 million

R 25.878 million
R 8.003 million

R 12.165 million

R 40.017 million
R 0.059 million

Equitable Share (including earmarked allocations) - R36.996 million

Department of Economic, Small Business Development,
Tourism and Environmental Affairs

Provincial Treasury

Department of Social Development

Department of Co-Operative Governance and
Traditional Affairs

Department of Sport, Arts, Culture and Recreation

R 20.242 million
R 4.681 million
R 0.570 million

R 5.508 million
R 5.995 million



ADDITIONAL FUNDING

Equitable Share

No additional funding was received for 2019/20.
Conditional Grants amendments

e  Department of Health

o National Health Insurance Grant R 21.530 million
o Human Resources Capacitation Grant R 14.222 million
o Human Papillomavirus Vaccine Grant (R 3.134 million)

e Department of Agriculture and Rural Development
o llima/Letsema Projects Grant (R3.482 million)

PROVINCIAL OWN REVENUE
The 2019/20 estimated own revenue budget is adjusted with R22.945 million.
RETAINED REVENUE

Provincial Legislature

Provincial Legislature did not retain revenue.
OTHER REVENUE (including Donations)

Department of Health received R1.594 million from HWSETA to address the critical and scarce
skills within the Department.

Department of Sport, Arts, Culture and Recreation received R0.213 million from CATHSSETA to
address Sports Administration Internship Programme. The following sponsorships were received:

- R0.500million for OR Tambo Marathon from Bloem Water.

- R0.020 million from Mining Qualification Authority for catering of learners at the Career
Guidance Exhibition of 14 May 2016 at Mokgothu Primary School in Nyakallong/ Allanridge.

- R1.000 million from National Heritage Funds for Wesleyn church in Bloemfontein and Women
Prison Cell in Kroonstad.

REPRIORITISATION
An amount of R58.977 million was reprioritised within the province to address provincial pressures.
TOP-SLICING

An amount of R30 million was top-sliced from departments and allocated to Free State
Development Corporation (FDC) towards bulk infrastructure in the Maluti Special Economic Zone
(SEZ).

FUNCTION TRANSFER

No function transfer occurred.



1. REVENUE SUMMARY

Table 1: Revenue Summary

Adjusted Appropriation
Main Special Roll- Unforeseeable/  Virements Declared Other Total Adjusted
Appropriation| Appropriation|  overs Unavoidable  and shifts ~ unspent adjustments|  adjustment| appropriation
R'thousand funds appropriation
National Payments
Equitable Share 28 186 642 35558 (86 480) 86480 35558 28222 200
Conditional Grants (Specify) 7862754 382 305 29136 411441 8274195
Agriculture and Rural Development: Vote 11 249613 33881 (3482) 30399 280 012
Comprehensive Agricultural Support Programme Grant 168 373 25878 25878 194 251
[lima/Letsema Projects Grant 70 586 8003 (3482) 4521 75107
Land Care Programme Grant: Poverty Relief and
Infrastructure D?avelopment ! 8415 8415
Expanded Public Works Programme (EPWP) Integr.
S T S g
Education: Vote 6 1319 695 135963 135963 1455 658
Education Infrastructure Grant 833 485 119288 119288 952773
HIV and AIDS (Life Skills Education) Grant 14148 263 263 14411
National School Nutrition Programme Grant 400 727 7421 7421 408 148
Maths, Science and Technology Grant 36277 4398 4398 40675
Learners with Profound Intellectual Disabilities Grant 25 369 4593 4593 29962
Social Sector EPWP Incentive Grant for Provinces 7689 7689
EPWP Integrated Grant for Provinces 2000 2000
Economic, Small Business Development, Tourism and
Environmental Affairs: Vote 3 P 221 2219
EPWP Integrated Grant for Provinces 22719 22719
Health: Vote 5 3203235 75355 32618 107973 3311208
Health Facility Revitalisation Grant 498713 75 355 75 355 574 068
HIV, TB, Malaria and Community Outreach Grant 1331235 1331235
Health Professions Training and Development Grant 185430 185430
National Tertiary Services Grant 1137 386 1137 386
National Health Insurance Grant 21530 21530 21530
Human Resources Capacitation Grant 28 188 14222 14222 42410
Human Papillomavirus Vaccine Grant 12258 (3134) (3134) 9124
Social Sector EPWP Incentive Grant for Provinces 10025 10025
EPWP Integrated Grant for Provinces
Social Development: Vote 7 50 504 34 885 34 885 85 389
Substance Abuse Treatment Grant 34318 34318 34318
Early Childhood Development Grant 25471 567 567 26 044
Social Sector EPWP Incentive Grant for Provinces 23027 23027
Expanded Public Works Programme Integrated Grant
for Erovinces ’ ’ 2000 2000
Public Works and Infrastructure: Vote 9 6966 6966
EPWP Integrated Grant for Provinces 6 966 6966
Police, Roads and Transport: Vote 10 1631505 49 980 49 980 1681485
Provincial Roads Maintenance Grant 1340137 49980 49980 1390 117
Public Transport Operations Grant 278735 278735
Social Sector EPWP Incentive Grant for Provinces 1080 1080
EPWP Integrated Grant for Provinces 11553 11553
Sport, Arts, Culture and Recreation: Vote 12 271530 12165 12165 283 695
Community Library Services Grant 168 691 12165 12165 180 856
Mass Participation and Sport Development Grant 100839 100839
EPWP Integrated Grant for Provinces 2000 2000
Human Settlements: Vote 13 1127 427 40076 40076 1167 503
Human Settlements Development Grant 1093 166 1093 166
Title Deeds Restoration Grant 32095 40017 40017 72112
EPWP Integrated Grant for Provinces 2166 59 59 2225
Donations/ Sponsorships 1520 1520 1520
Provincial Sourced Revenue 1224 622 1438 (10139) 33083 24382 1249 004
Own Revenue Collections 989 711 5500 26083 31583 102129%
Earmarked Revenue Allocations incl REA 234911 1438 (5500) (10139) 7000 (7201) 227710
Total Revenue 37274018 419 301 (96 619) 150 219 472901 37746919
Amount to be voted 472901




2. EXPENDITURE SUMMARY BY FUNCTION

Table 2.1: Expenditure summary by function

Adjusted Appropriation
Main Speciall  Roll- Unforeseeable/ Virements Declared Other Total Adjusted
Appropriation| Appropriation] ~overs  Unavoidable andshifts unspent adjustments| adjustment| appropriation
Rihousand funds appropriation
General Public Services 3965669 10189 (21642) 52754 4301 4006970
Public Order and Safety 492879 49980 (2000) 7000 54 980 547859
Education 14760 380 135963 (1572) 10000 144391 14904711
Health 11142372 75355 32618 107973 11250345
Social Protection 1375324 35455 1500 95| 1412219
Housing & Community Affairs 1409642 40076 (18831) AU 1430887
Recreational & Cultural Affairs 921038 12165 (35930) 3385 (20380) 900 658
Environmental Protection 802 760 20242 (105000 30000 39742 842502
Other Economic Services 2403954 39876 (6:144) (3482) 0250| 2434204
Total Expenditure 204018 49301 (96619) 133775 456457 37730475
Amount to be voted 456 457
3. PROVINCIAL EXPENDITURE SUMMARY
Table 2: Provincial expenditure per vote
Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/ Virements  Declared Other Total Adjusted
Appropriation| Appropriation] overs  Unavoidable and shifts  unspent adjustments| adjustment| appropriation
Rithousand funds appropriation
1. Department of the Premier 625 682 30080 30080 655 762
2. Free State Legislature 266 242 8532 8532 24774
3. Economic, Sma!l Business Development, Tourism and 630925 2008 (10500 20000 070 60667
Environmental Affairs
4. Free State Treasury 367624 4681 (14642) 2000 (7961) 359663
5. Health 111423712 75355 32618 107973 11250 345
6. Education 14733214 135963 (1572) 10000 144391] 14877605
7. Social Development 1375324 35455 1500 3695|  1412219
8. Co-operative Governance and Traditional Affairs 456135 5508 (2000) 9642 13150 469285
9. Public Warks and Infrastructure 1803273 (5.000) 2500 (2500)) 1800773
10. Police, Roads and Transport 2888688 49980 (2000) 7000 54980 2943668
11. Agriculture and Rural Development 821 354 39876 (6144) (3482) 30250 851604
12. Sport, Arts, Culture, and Recreation 753543 12165 (35930) 3385 (20 380) 733163
13. Human Setflements 1409642 40076 (18831) 25| 1430887
Total: Provincial departments 7274018 419301 (96619) 133775 456457 | 37730475

Amount to be voted

456 457



4. EXPENSE BY ECONOMIC CLASSIFICATION

Table 3: Summary of provincial payments and estimates by economic classification

Adjusted Appropriation
Main Speciall  Roll- Unforeseeable/ Virements Declared Other Total Adjusted
Appropriation| Appropriation| overs  Unavoidable and shifts  unspent adjustments| adjustment| appropriation
Rithousand funds appropriation
Current payments 30459 008 99 406 (107918)  (37714) 83749 37523 30496531
Compensation of employees 23261635 66128 (4544) 49516 11100 23372735
Goods and services 7196716 99406 (174194)  (33170) 34233 (13725 7122991
Interest and rent on land 657 148 148 805
Transfers and subsidies to: 4584 476 66 851 127892 (18831) 48953 24865 4809341
Provinces and municipalities 484 581 24710 24710 509 351
Deparimental agencies and accounts 218749 8 343 3443 262192
Higher education institutions 211228 (271228) (271228)
Public corporations and private enterprises 328251 400 30000 30400 358 651
Non-profit institutions 1866 279 5461 28190 1000 34651 1900930
Households 1355388 61390 5752 (18831) 14518 40289 1758217
Payments for capital assets 2230534 253 044 (19994)  (40074) 1073 194049 2424583
Buildings and other fixed structures 18711724 29712 (113705)  (38074) 87933 1959 657
Machinery and equipment 347325 13332 75360  (2000) 1073 87765 43509
Heritage assets
Biological assets
Land and subsoil assets 900 1900 1900 2800
Software and other intangible assets 10585 16 451 16 451 21036
Payments for financial assets 20 20 20
Total 204018 419301 (96619) 133775 456457 37730475
Amount to he voted 456 457
5. PROVINCIAL BUDGET SUMMARY
Table 4: Provincial Budget Summary
Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/ Virements Declared Other Total Adjusted
Appropriation| Appropriation| overs  Unavoidable and shifts  unspent adjustments| adjustment| appropriation
Rithousand funds appropriation
Curtent Outiays 30459008 99406 (107918)  (37714) 83749 37523 30496531
Capital Outlays 2230534 253 044 (19994)  (40074) 1073 194049 [ 2424583
Transfer Payments 4584 476 66 851 121892 (18831) 48953 24865( 4809341
Payments for financial assets 2 20 20
Total Expenditure 204018 419301 (96619) 133775 456457 [ 37730475
Total Revenue 24018 49301 (96619) 150219 472901 37746919
Net Lending
Surplus (Deficit) 16444 16444 16444
Amount to be voted

472901



6. PROVINCIAL OWN REVENUE

Table 5.1: Provincial Own Revenue per vote

Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/ Virements  Declared Other Total Adjusted
Appropriation| Appropriation|] ~overs  Unavoidable and shifts  unspent adjustments| adjustment| appropriation
Rithousand funds appropriation
1. Department of the Premier 4456 24 24 4680
3. Eponomic, Sma!l Business Development, Tourism and 79% 6418 6418 2414
Environmental Affairs
4. Provincial Treasury 12398 6882 6882 19280
5. Health 194 284 194 284
6. Education 20300 6000 6000 26300
7. Social Development 1242 600 600 1842
8. Co-operative Governance and Traditional Affairs 28 113 1131 1369
9. Public Works and Infrastructure 7759 7759%
10. Police, Roads and Transport 812925 812925
11. Agriculture and Rural Development 3618 2765 2765 6383
12. Sport, Arts, Culture and Recreation 13162 (2047) (2047) 11115
13. Human Setlements 400 533 533 933
Total: Provincial departments 1158615 22506 22506 1181121
Free State Gambling, Liquor and Tourism Authority 66 006 439 439 66 445
Total: Provincial Own Receipts 1224621 22945 22945 1 247 566
Increase in Own Revenue Collection 22945
Table 5.2: Provincial Own Revenue per economic classification
Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/  Virements Declared Other Total]  Adjusted
Appropriation| Appropriation| overs  Unavoidable and shifts  unspent adjustments|  adjustment{ appropriation
Rithousand funds appropriation
Tax receipts 775506 175506
Sales of goods and services other than capital assets 365558 6745 6745 312303
Transfers received
Fines, penalties and forfeits 18143 5 5 18195
Interest, dividends and rent on land 13321 5884 5884 19205
Sales of capital assets 38831 838 838 39669
Financial transactions in assets and liabilities 13262 9426 9426 22688
Total 1224621 22945 2045| 1247566

22 945



7. PROVINCIAL EARMARKED EQUITABLE SHARE SUMMARY

Table 6: Provincial earmarked expenditure per vote

| Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/ Virements Declared Other Total Adjusted
Appropriation| Appropriation|  overs  Unavoidable and shifts  unspent adjustments|  adjustment| appropriation
Rthousand funds appropriation
1. Department of the Premier 360 946 20000 20000 380 946
2. Free State Legislature
3. Economic, Sma!l Business Development, Tourism and 125295 13474 (3500)  (1500) 30000 38474 163769
Environmental Affairs
4. Free State Treasury 66 602 3094 (669) (9642 (1217) 59385
5. Health 97 336 97 336
6. Education 149453 (1572) 10000 8428 157 881
7. Social Development 295653 (3692) (3692) 291961
8. Co-operative Governance and Traditional Affairs 417 (125000 (2000) 9642 (4 858) 42913
9. Public Works and Infrastructure 385 066 385066
10. Police, Roads and Transport 33989 7000 7000 40989
11. Agriculture and Rural Development 6000 459 459 6459
12. Sport, Arts, Culture, and Recreation 58780 58780
13. Human Settlements 46000 (20000)  (18831) (38.831) 7169
Total: Provincial departments 1672891 17 027 (40361) (33 545) 76 642 19763 1692 654
Amount to be voted 19763
8. PROVINCIAL INFRASTRUCTURE ENHANCEMENT ALLOCATION SUMMARY
Table 7: Provincial IEA expenditure per vote
| Adjusted Appropriation
Main Speciall ~ Roll- Unforeseeable/  Virements Declared Other Total Adjusted
Appropriation| Appropriation| overs  Unavoidable and shifts unspent adjustments| adjustment| appropriation
Rithousand funds appropriation
3. Eponomm, Sma!l Business Development, Tourism and w97 2500 (4000) (1480) 3447
Environmental Affairs
5. Health 26922 26922
6. Education 12645 (2450) (2450) 10195
9. Public Works and Infrastructure 181122 (50073)  (5000) (55073) 126049
10. Police, Roads and Transport 428 442 428442
11. Agricutture and Rural Development 102 306 2185 (30000)  (4144) (31959) 70347
12. Sport, Arts, Culture, and Recreation 112 641 (35.930) (35.930) 76711
Total: Provingial departments 899 005 4705 (82523  (49074) (12680  TI2113
Amount to be voted (126 892)
9. PROVINCIAL REVENUE ENHANCEMENT ALLOCATION SUMMARY
Table 8.1: Provincial REA expenditure per vote
| Adjusted Appropriation
Main Speciall  Roll- Unforeseeable/ Virements Declared Other Total Adjusted
Appropriation| Appropriation|  overs  Unavoidable  and shifts  unspent adjustments|  adjustment| appropriation
Rthousand funds appropriation
5. Health 3400 3400
9. Public Works and Infrastructure 6300 6300
10. Police, Roads and Transport 13400 13400
Total: Provincial departments 23100 23100

Amount to be voted



