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MINISTER’S

FOREWORD

The 2011/12 Annual report reflects our commitment
to the management of South Africa’s water for
the benefit of current and future generations. As
custodians for sustainable protection, development
and management of water resources, we are proud
of the achievements which have been made during
the year under review. We must however recognise
the complexity of the business of managing water as
well as the challenges we still face in the delivery of
our mandate.

During the year under review, the Department revised
the National Water Resources Strategy (NWRS)
which will be published for comment during the
next financial year 2012/2013. Once completed
and approved and having gone through a public
comments and input process, the strategy will provide
the roadmap on how water should be used, protected,
conserved, distributed and managed for the benefit of
all South Africans.

The revised National Water Resource strategy will especially address equity and improved
access to water resources for marginalised groups. It will ensure that we have water security
in the future which is essential for the growth and development of our country. The core
strategies will address ways and means to tackle our water problems and stretch our available
water resources.

In reflecting on our service delivery achievements for the past year, we must do this in the
context of the achievements we have made since 1994. In 1994 only 59% of our people
had access to clean and safe drinking water. Eighteen years later, we have progressed to a
national average of 94.7 % access to basic water services for all South Africans — an increase
of 35.7%. The backlog now stands at 5.3%, or some 710 000 households compared to 3.9
million households in 1994.

What is of major concern however is that as we reflect on this achievement, there are many
rural communities in particular which still do not have access to clean drinking water. In
order to deal with this challenge, we have commenced with the preparation of an Interim
Water Supply Strategy to provide these communities with water while we continue with the
construction of the long term solutions.

Progress has also been made on the preparation of a ten year Infrastructure Investment
framework for the entire water sector. This framework will be used to inform all future water
sector funding requirements.
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The legislative review is underway and draft documents have been developed. This process
should be going for consultation sometime next year. Out of these consultations, we will
emerge with a legal framework that will be to the benefit of all South Africans.

Water infrastructure is a crucial aspect of efficient water management. This speaks to both the
development of new infrastructure as well as the maintenance and refurbishment of existing
infrastructure. We have heeded government’s call and have put shoulder to the wheel with
renewed vigour to contribute meaningfully to the campaign for the building of infrastructure
aimed at boosting our country’s economy.

We therefore continue to invest heavily in Infrastructure development with a view to meeting
the water demands of a growing economy and expanding population. The levels of investment
in operations and maintenance is still however of great concern and will be addressed in the
infrastructure investment framework. In addition, the wide range of infrastructure projects
of the Department of Water Affairs has also created much needed job opportunities for the
communities where the projects are based helping to reduce poverty particularly in rural
areas.

We established a Rapid Response Unit (RRU) in order to be in a position to respond to water-
related crises and emergencies within a short period of time. During the 2011/12 financial
year, the RRU operated at a national level working in the 9 provinces. Due to the success
of the RRU, a decision was taken to partner the Department’s Regional Offices with Water
Boards and decentralise the RRU operation to each regional office.

The Rapid Response Unit is made up of water and wastewater specialists and has enabled the
Department to intervene successfully in high risk operational situations where the lives of the
citizens and the environment were under threat as a result of water and wastewater treatment
failures.

One of the most significant highlights for the year was the appointment of both the Director-
General and the Chief Financial Officer. Having operated without these two important officials
for a significant period had somewhat hamstrung the overall performance of the Department.

To assist the Department in improving its performance, a committee of experts was also
appointed to review and re-engineer the Department’s business processes to ensure its
seamless functioning in carrying out its mandate.

We brought together thirteen professionals to form a Business Process Re-engineering (BPR)
Committee. They have a variety of experience and a range of skills in fields that include law,
finance, policy, organisational design, ICT and human resource management. Their mandate
is to investigate challenges in all their respective professional fields. From its inception, the
BPR Committee has been working closely with the Management Team of the Department
implementing strategic changes where they are required.



Significant progress has already been registered in re-engineering the financial management
systems, addressing the issues raised by the Auditor-General.

We are well on our way to achieve a clean audit in 2014. Evidence of the progress made with
regard to the audit is the significant improvement on the Water Trading Account where the
Auditor-General has given a qualified opinion compared with the disclaimer for the 2010/11
financial year.

In conclusion, managing our water must become more effective. For this to happen, it is
critical for all water use sectors to understand the nature and importance of water and its
supply and use.

Mrs B E E Molewa, MP
Minister of Water and Environmental Affairs




STATEMENT

BY THE DEPUTY MINISTER

Our Constitution states that access to clean drinking
water and healthy environment are inalienable
rights. However, we still have people without access
to clean water, high levels of pollution in our rivers
and environment, less participation of communities
especially women and youth in management of water
and environment, high volumes of unaccounted for
water through leaks, inefficient use of water due to
inadequate knowledge about water use efficiency and
non compliance to our legislations by various sectors
and scarce skills. All this exacerbates the scarcity of
water in our country.

Our government slogan “Working together we can do
more” encourages us to strengthen our collaboration
with provincial and local government, water boards,
private sector, traditional leaders and community
structures.

The above mentioned collaborations enabled us to achieve amongst others the following:

e  Strengthened governance structures with municipalities

e Enhanced involvement of traditional leaders in addressing the water challenges
especially on service delivery

e Promotion of community based water resources management approach

*  Increased participation of women and youth in water resource management

e Creation of job opportunities and skills development for 1000 women through the
“Adopt a river” project which is aimed at addressing the pollution challenge in our rivers

e Increased awareness on water resource management in schools and communities which
in turn received computers and educational centres

e Reduced water leaks through WAR on Leaks project

e In strengthening our regulatory role, 40 mines were audited, there are 51 ongoing
investigations, 53 pre-Directives issued, 11 Directives issued, and nine cases successfully
prosecuted. Our compliance monitoring and enforcement capacity has been increased
from 21 to 25 during the previous financial year.

e We have hosted the youth summit which was attended by 500 learners from the
9 provinces.

The continuous consultative audits conducted as part of the Green Drop Certification
programme ensured that local authorities are capacitated on the strategic elements required
for effective wastewater management.



The Risk-based regulation was augmented by a global first innovation to develop a Wastewater
Risk Abatement Planning (WRAP) process which is currently being peer reviewed by the
Water Research Commission after which it will be rolled out. This will create a new pre
emptive paradigm for waste water service management.

I would like to express my gratitude to the Minister for her strategic guidance, the Director
General and the entire DWA staff, as well as sector partners.

Ms Rejoice Mabudafhasi, MP
Deputy Minister of Water and Environmental Affairs



STRATEGIC OVERVIEW

DIRECTOR-GENERAL: DEPARTMENT OF
WATER AFFAIRS

Water is essential to national economic and social
development. As a resource that transcends most
political and administrative boundaries, the available
freshwater resources must be shared among and
between individuals, economic sectors, while
respecting the need for environmental sustainability.
The challenges surrounding the equitable sharing of
water resources are complex and have intensified in
recent years due to population growth, development
pressures and changing needs and values.

The year under review has seen the Department
achieving several milestones which include amongst
others:

e Separating the responsibilities for the Main and
trading accounts to address efficiencies in financial
management.

e Addressing the aging computer network infrastructure.

e Facilitating access to water services through Regional Bulk Infrastructure Grant (RBIG)
with a focus in rural communities in Limpopo, KwaZulu-Natal and Eastern Cape.
As such, five schemes were completed in the Eastern Cape (1), Free State (1), Northern
Cape (2) and Western Cape (1).

e The implementation of the seven water resources infrastructure augmentation projects
and maintenance of the existing national dams and conveyance projects continued.

e Policy adjustments related to the Legislative Review, (NWA, WSA and WRA) National
Water Resources Strategy and the realignment of our institutional arrangements are in
progress to enhance water resources management and service delivery.

e Establishmentof a rapid response unit for support on technical water-related emergencies
for municipalities (e.g. floods, droughts and pollution of water) and implementation of
proactive water services interventions.

We were able to appoint two Chief Financial Officers for the Main and Trading Accounts, with
the latter in an acting capacity. We further employed, a Deputy CFO for the Trading Account
in an effort to enhance its efficiency and effectiveness.

In attempting to reduce the vacancy rate, 76% of the 46 vacant positions at senior management
level have been filled. A high level functional organisational design, to achieve alignment
between mandates and business processes, to inform the restructuring of the Department in
order to perform more effectively on its mandate has been initiated.

From the seven water resources infrastructure augmentation projects, the Vaal River Eastern
Sub-System Augmentation Project (VRESAP) was completed during the year under review.



The remaining six as committed in the last financial year are underway and at various stages
of implementation. Four dams and two conveyance projects have been rehabilitated bringing
the total of rehabilitated dams to 28 since the programme’s inception.

With the assistance of the Business Process Review team, a Policy Framework was developed
setting out revised principles for water management with specific focus on equity and water
reform. In addition, a second draft of the National Water Resources Strategy is at an advanced
stage and discussion documents for the National Water, Water Services as well as the Water
Research Acts were developed. The legislative review process is currently underway and will
be continued in the next financial year, with a focus on strengthening the regulatory role of
the Department and the governance of water institutions.

An amount of R16 million was invested to develop the Rapid Response Unit (RRU) and
expand its scope into all nine provinces. Through the intervention of the RRU, a number
of municipalities were supported in an effort to improve the quality of drinking water as
well as waste water through the Blue Drop and Green Drop certification programmes. The
preliminary results of this intervention warrant this to be a key focus for the upcoming year.

In an effort to improve of issuing water use licences to various water users, the Department has
established a dedicated backlog eradication programme, commonly referred to as Letsema.
Since the inception of Letsema, 3 358 applications dating from 2001 to 2010 have been
finalised, leaving a backlog of 549 applications for 2011.

During the second half of the 2011/12 financial year, we shifted functions amounting to
R1.272 billion of our budget in line with the restructuring of government Departments which
covers:

e R2.684 million is shifted to the Department of Agriculture, Forestry and Fisheries to fund
accommodation costs following the shift of the forestry function from the Department of
Water Affairs in 2009/10.

*  R966.188 million is shifted to the Department of Environmental Affairs following the
function shift of Working for Water.

e R303.339 million is shifted to the Department of Environmental Affairs following the
function shift of Working on Fire in the current financial year.

In the year under review, 90.4% of the appropriated amount had been spent. The 9.6% under
expenditure is attributed to unfilled vacancies and delayed inception of certain projects owing
to unforeseen circumstances.

The operating surplus within the Water Trading Entity for the period under review has increased
from a deficit of R296 million in 2011 to a surplus R2.02 billion in 2012 due to an increase
in revenue and also a reduction in operating expenditure. The increase in revenue emanates
from both an increase in revenue from rendering water related services and also augmentation
from the National Treasury , amounting to R1.4 billion and R129 million respectively. The
increase in revenue from water related revenue service’s results from an increase in demand
and consumption from some key customers. With regard to operating expenditure there has
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been a decrease of some R753 million mainly due to a reduced charge for impairment in the
year under review against debtors. This was considered reasonable given that in prior years
significant provisions were made for impairment of debtors coupled with an increased focus
on recovery of outstanding debt.

In as much as this financial year’s audit findings have been reduced, nevertheless, the
Department has received a qualification. Internal controls have to improve immensely as
annually the Auditor General’s criteria become more stringent.

Going forward, the significant initiatives underway include:

e  Finalising the Legislative Review

e Public Consultations on the National Water Resources Strategy and National Water
Investment Framework, and

e  Finalising the pricing strategy and funding model for water infrastructure in the country

e IT network investment

e Continue our participation within the Strategic Infrastructure Projects (SIPS) and

e Finding solutions with the mines for a suitable funding model for addressing AMD.

Mr Maxwell Sirenya
Director-General: Department of Water Affairs



PART 1

GENERAL INFORMATION

1 BUSINESS DEFINITION

The aim of the Department is to ensure the availability and supply of water at national
level, facilitate equitable and sustainable social and economic development and ensure the
universal and efficient supply of water services at local level.

1.1 Vision

A dynamic, people-centred Department, leading the effective management of the nation’s
water resources, to meet the needs of current and future generations.

1.2 Mission

The Department makes a positive impact on our country and its people as custodians of
our water resources and as innovative and committed partners in the drive for sustainable
development. We are service and delivery oriented. We strive to get it right the first time,
every time, on time — ensuring that our citizens are provided with the water and sanitation
services they deserve.

We lead our sector and enable our partners with knowledge and capacity to ensure that
all water services are delivered. We are committed to innovation and we use cutting-edge
technology as a catalyst of positive change, connecting our people and enabling them to
work anywhere anytime. We are a Department with a heart that values our investment in our
people. We provide them with a caring and trusting environment that encourages personal
development and is a breeding ground for talent.

1.3 Values

The values of the Department are as follows:

e Transparency: we fulfill our mandate in an ethical and open manner

e Respect: we respect each other as well as our clients and the needs of our citizens

e Excellence: we are leaders and innovators in our sector, who get it right on time
every time

e Everyone: we are a caring employer who, through teamwork, serves South
Africa’s people
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1.4 Organisational Structure

Figure 1: Department of Water Affairs” high-level organisational structure

DIRECTOR-GENERAL

Chief Operations Officer Internal Audit
(DDQ) (CD)

National
Deputy Policy & Water . Corporate
Directors-General  [XStIEvlely) Resources Regions Services
Infrastructure

Chief International

Financial Water
Officer Cooperation

1.5 LEGISLATIVE AND OTHER MANDATES

The Department’s legislative mandate is to ensure that the country’s water resources
are protected, managed, used, developed, conserved and controlled, by regulating and
supporting the delivery of effective water supply and services. This is done in accordance with
the requirements of the water related policies and legislation, which are critical in delivering
on the right of access to sufficient food and water and in transforming the economy and
eradicating poverty.



The work of the Department is informed by various pieces of legislation. The Departmental
core functions are informed by the following key pieces of legislation:

1.5.1 The Constitution of the Republic of South Africa, 1996
(Act no. 106 of 1996)

e Addresses the rights of individuals to access basic water and sanitation

e Sets out the institutional framework for provision of services

e Gives municipalities executive authority and the right to administer the provision of
water services within their areas of jurisdiction

e Gives national and provincial government authority to regulate local government in
terms of water services

e Gives national and provincial government the obligation to support and strengthen the
capacity of local government to provide services

e Sets water resources management as a national competency

e States that everyone has the right to an environment that is not harmful to their health or
well-being and supports socially justifiable economic development.

1.5.2 National Water Act, 1998 (Act No. 36 of 1998)

The objective of the Act is to ensure that South Africa’s water resources are protected, used,
developed, conserved, managed and controlled in a sustainable and equitable manner, for
the benefit of all persons. The Act provides that National Government, as the public trustee
of the nation’s water resources and acting through the Minister, has the power to regulate the
allocation, use, flow and control of all water in the Republic.

1.5.3 Water Services Act, 1997 (Act No. 108 of 1997)

The objective of the Act is to prescribe the legislative duty of municipalities as water service
authorities to provide water supply and sanitation according to national standards and norms.
It also regulates water boards as important water service providers. Section 156, read in
conjunction with Part B of Schedule 4 of the Constitution of the Republic of South Africa
(Act No 108 of 1996), gives the executive authority and responsibility to the Minister of Water
and Environmental Affairs to support and strengthen the capacity of municipalities to manage
their own affairs, exercise their powers and perform their functions. The Water Services Act
places an obligation on the Minister to maintain a National Water Services Information System
as well as to monitor the performance of all water services institutions.

The Department has a mandate in terms of policy development, regulation and oversight of
sanitation provision. Currently, sanitation provision is governed by the Strategic Framework
on Water Services (2003) and the Water Services Act. The Department of Human Settlements
also has a strong mandate regarding the provision of sanitation by driving a sanitation policy
review process which will be completed during 2012/13 and which will result in a clarification
of roles and functions regarding sanitation. It may also result in a legislative review.




1.5.4

GENERAL INFORMATION

Water Research Act, 1971 (Act No. 34 of 1971)

The purpose of the Act is to provide for the promotion of water related research and for that
purpose, to establish a Water Research Commission and Water Research Fund. The Minister
appoints members of the Commission and exercises executive oversight over the Commission.

1.6

Table 1:

Public Entities and Statutory Bodies reporting to the Minister

WATER BOARDS

1

10

11

12

Amatola Water
Eastern Cape (EC)

Bloem Water
Free State (FS)

Botshelo Water
North West (NW)

Bushbuckridge Water
Mpumulanga (MP)
Lepelle Northern Water
Limpopo (LP)

Magalies Water
North West (NW)/
Gauteng (GP)

Mbhlathuze Water
Kwa-Zulu Natal (KZN)

Overberg Water
Western Cape (WC)

Pelladrift Water
Northern Cape (NC)

Rand Water (GP/MP/
FS/NW)

Sedibeng Water (FS/
NW/NC)

Umgeni Water (KZN)

Water Boards are established in
terms of the Water Services Act,
1997 (Act No. 108 of 1997), as
National Government  Business
Enterprises and are organs of State.
They are regulated by the Minister
in terms of both the Water Services
Act, 1997, and the Public Finance
Management Act, 1999 (Act No. 1
of 1999).

Public Entities and Statutory Bodies reporting to the Minister

Name of Entity/ Legislation .
Institution (Establishing the Entity) NS O G

The primary activity of Water Boards
is to provide water services (bulk
potable and bulk waste water) to
other water services institutions
within their respective service areas.
They may perform other activities
under conditions set out in Section
30 of the Water Services Act, 1997
(WSA).

In certain situations the Minister
may direct Water Boards to amend
their business plans to meet all the
requirements of the WSA.



Name of Entity/ Legislation .
Institution (Establishing the Entity) Nature of Business

CATCHMENT MANAGEMENT AGENCIES'

13 The Breede-
Overberg Catchment
Management Agency

14 The Inkomati

Catchment
Management Agency

OTHER PUBLIC AGENCIES

15  Trans-Caledon Tunnel

Authority (TCTA)

16  Water Research
Commission (WRC)
17  Water User Associations

(WUASs)

Catchment Management Agencies
(CMAs) are established in terms of
Chapter 7 of the National Water
Act, 1998 (Act No.36 of 1998)
and are classified as Schedule 3A
public entities in terms of the Public
Finance Management Act, 1999
(Act No. 1 of 1999) as amended.

The TCTA was established by
Notice of  Establishment in
Government Gazette Notice No.
10545 of 12 December 1986,
replaced  Government  Gazette
Notice No. 277 of 24 March
2000 and promulgated in terms
of the National Water Act, 1998
(Act No. 36 of 1998) and is listed
as a Schedule 2 major public entity
in terms of the Public Finance
Management Act, 1999 (Act No. 1
of 1999).

The Water Research Commission
was established in terms of the
Water Research Act, 1972 (Act No.
34 of 1972).

The WUAs are co-operative
associations  of  water  users
established in terms of the National
Water Act, 1998 (Act No. 36 of
1998).

In terms of the National Water Act,
1998 (Act No. 36 of 1998) existing
Irrigation Boards are expected to
transform into WUAs that will be
inclusive of all affected stakeholders
in their area of operation.

" In line with Chapter 7 of the National Water Act where CMAs are not yet established, proto CMAs have been created

Their ~ main  responsibility is
to manage water resources at
catchment level in collaboration
with  local stakeholders, with
specific focus on involving local
communities in the decision making
processes, in terms of meeting basic
human needs; promoting equitable
access to water and facilitating
social and economic development.

The TCTA is a state-owned entity
specialising in project financing,
implementation  and liability
management. It is responsible for
the development of bulk raw water
infrastructure and  provides an
integrated treasury management
and financial advisory service to
the Department, water boards,
municipalities and other entities
that are linked to bulk raw water
infrastructure. The TCTA is primarily
responsible for off-budget projects.

The WRC plays a pivotal role in water
research by establishing needs and
priorities, stimulating and funding
research, promoting the transfer of
information and technology, and
enhancing knowledge and capacity
building in the water sector.

WUAs are cooperative associations
of individual water users who wish
to undertake water-related activities
at the local level for their mutual
benefit. They operate in terms of
a formal constitution as set out in
schedule 5 of the National Water
Act.

in the regions to undertake the functions of the CMAs.




GENERAL INFORMATION

Name of Entity/ Legislation Nature of Business
Institution (Establishing the Entity)

Water Trading Entity
(WTE)

The water trading account was
established in 1983 to ring fence
departmental revenues collected
through the sale of bulk water
and related services from voted
appropriations. The trading account
was subsequently amended by the
Public Finance Management Act
(1999), under which it became the
water trading entity in 2008. The
rationale was to create an entity
which would manage the recovery
of usage costs to ensure the long
term sustainability of South Africa’s
water resources.

The water trading entity has two

components: water resource
management and infrastructure
management. ~ Water  resource
management  deals with  the
management of water quality,
conservation and allocation of
water  through the catchment

management agencies, and where
catchment management agencies
are not vyet established, this is
done through the proto catchment
management agencies located in
regional offices. The infrastructure
management component deals with
the operation and maintenance of
existing infrastructure as well as the
development of new infrastructure.
The strategic aim of the entity is to
ensure the reliable supply of water
from bulk raw water resources
infrastructure to meet sustainable
demand for South Africa. Funding for
operation and maintenance comes
from revenue that is generated
from raw water charges. Water
resource management charges cover
the operational costs of the two
catchment management agencies
or proto catchment management
agencies in cases where catchment
management agencies are not yet
established. Since its inception,
the water trading entity has faced
numerous  challenges, including
reviewing and resolving accounting
issues, setting up organisational
processes, and verifying  the
extensive network of national water
resource infrastructure.

To fund the development of new
infrastructure, the entity receives an
allocation from the pricing strategy.
In addition to the challenges
related to the pricing strategy, the
entity has not put proper financial,
management and quality controls in
place, to ensure efficient operation.



1.7 Ministerial 2011/12 International visits

Table 2: Minister’s International visits

Date of Visit Purpose of visit

25 - 28 April 2011

11 -14 May 2011

25-26June 2011

8 -10 June 2011

20-21 June 2011

10 - 11 August 2011

14 - 18 August 2011
25 - 28 August 2011
13 - 24 September 2011

23 - 26 October 2011

31 -1 November 2011
15 - 19 November 2011

23 - 30 January 2012
9 - 12 February 2012

19 - 21 February 2012

Jhb, Brussels, Jhb

Belgium

Jhb, New York, Jhb

United States of America

Jhb, Kenya, Jhb

CPT, London, CPT

United Kingdom

Kinsasha, Democratic
Republic of Congo

Maseru, Lesotho

Luanda, Angola
Gruneda, Brazil

Bamako, New York

Mali and United States
of America

Addis Ababa
China

Ethiopia, Addis Ababa

Davos, Switzerland

Doha, Qatar

Kenya

Major economies forum

United Nations Commission on Sustainable
Development

Ministerial Meeting on Environmental, Fisheries,
Forestry and Wildlife

Annual Bilateral meeting

To sign a Cooperation agreement in the Water
Sector

To sign a cooperation agreement on Phase 2 of
the Lesotho

State visit
Basic Ministerial Meeting

Amcen, Major Economies Forum and United
Nations General Assembly

Ministerial Segment of the Africa Regional
Preparatory Conference on Rio +20

Basic Ministerial Meeting in Beijing

Committee of African Heads of States and
Government on Climate Change and major
Economies Forum

World Economic Forum

Ministerial visit to the State of Qatar to explore
possibilities of cooperation and partnering
with Qatar on numerous African Union (AU)
infrastructure projects in Africa. To support SA
in the implementation of the New Growth Path
Infrastructure projects with particular focus in
water, energy, construction, agriculture and
general infrastructure development

United Nations Environment Programme

Annual meeting of Ministers of environment
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Date of Visit Purpose of visit

12 - 17 March 2012 Marseille, France Ministerial Conference

High-level discussions

(@) influence the global water agenda, and
South Africa participates to influence the
global agenda from a South African and
African perspective,

(b) to share with the world unique South African
initiatives and to learn from other countries

(c) to enrich the international debate on
solutions that are existing and under research
to water related challenges:

(d) to contribute in discussions leading towards
resolution of water management challenges
facing developing economies

Table 3:  Deputy Minister’s international visits
12 - 18 February 2011 Tokyo, Japan Official Visit - (Invited by the Government of
Japan)
13 - 17 March Paris, France Representing RSA at the World Water Forum
20 - 22 March Rome, Italy United Nations (UN)

World Water Day Celebration

22 March 2012 Rome, Italy International Celebration of the Water Day
organised by the UN-Water

21 -27 August 2011 Stockholm, Sweden Stockholm World Water Week



2 OVERALL PERFORMANCE
2.1 KEY STRATEGIC OBJECTIVES ACHIEVED

In implementing its annual performance plan for the 2011/12 financial year, the Department
tabled four quarterly reports to the Minister as well as to the Presidency, the latter specifically
reporting on the government-wide outcomes agenda for the medium term. A list of twelve
outcomes appears under section 5.1 below and the Department of Water Affairs directly
contributes to six outcomes and these are outcomes:

4
6

Decent employment for people through facilitation of inclusive economic growth;
An efficient, competitive and responsive economic infrastructure network;

7) Vibrant, equitable, sustainable Rural Communities and Food Security for all;

8) Sustainable human settlements and an improved quality of household life;

9) A responsive, accountable, effective and efficient Local Government system and

10) Environmental assets and natural resources that are well protected and continually
enhanced.

,.\,.\,.\,.\,.\,.\
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The latter six outcomes, which are the basis of the Minister’s performance agreement form
part of the 2011/12 Annual Performance Plan. During the year under review, the Department
focused its service delivery programme through the following six strategic priorities that were
informed by the twelve government outcomes.

2.1.1 Main Exchequer Account (MEA)

2.1.1.1 Economic Growth, Rural Development, Food Security and Land Reform

This priority was implemented with considerations of broad objectives outlined in outcomes
6, 7, 9 which talks to the contribution of infrastructure to economic development, rural
development and support to local government, respectively. In response to the New Economic
Growth Path Framework (NGPF) during the year under review, the Department cumulatively
created 4 505 job opportunities through its Regional Bulk Infrastructure Programme (RBIG).
The programme completed five (5) bulk infrastructure schemes for the availability of water
supply for domestic use, and these are Coffee Bay BWS in the EC, Ngwathe BWS in the FS,
Tsantsabane and Riemvasmaak BWS in the NC, and George BWS in the WC. Atotal of 4 174
additional resource poor farmers had access to water while 598 776 additional people, as
informed by the Municipal Infrastructure Grant (MIG) allocation, were provided with access
to water. A total of 8 068 rain water harvesting tanks were distributed, 6 308 of which were
for access to water and 1 760 for food production.

2.1.1.2 To promote Sustainable and Equitable Water Resources Management

This priority is driven by the programme that ensures that the country’s water resources are
protected, used, developed, conserved, managed and controlled in a sustainable manner for
the benefit of all people and the environment through effective policies, integrated planning,
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strategies, knowledge base and procedures. It further addresses government outcome ten
(10) which ensures that the country maintains environmental assets and natural resources
that are well protected and continually enhanced. To address this prirority and outcome,
the Department has developed and continues to update a range of strategies for water
management. The following frameworks have been on the agenda of the Department during
the year under review:

e The National Water Resources Strategy
e The Pricing Strategy

e Desalination Strategy

e Ground Water Strategy

*  Re-use Strategy

The revision of the water pricing and tariff models which seeks to improve obstacles identified
in the current the Water Pricing Strategy, as well as a funding model for water infrastructure
was on the agenda of the Department during the year under review. A study on the socio-
economic impact of the current pricing strategy was finalised, and the project team with
support of an interdepartmental steering committee is scheduled to finalise the strategy by
2013/14 financial year.

The National Water Resources Strategy (NWRS) second edition was also on the annual
performance plan of the Department for the year under review. The strategy describes how
water resources will be protected, used, managed and conserved. Significant progress is
reported with the revision process and the first drafts was completed for internal discussion.
The NWRS is scheduled to be gazetted and finilised during the current (2012/13) financial
year. Included in the NWRS will be issues addressing water for growth and development,
water security, equity strategies and how to stretch our available resources.

Desalination and Re-use strategies were finalised during the year under review and these are
important elements to be incorporated in the NWRS as additional water resources over and
above the traditional surface water resources.

As a sector leader, the Department embarked and facilitates the process to review the three
core water related pieces of legislation, the National Water Act, the Water Services Act and
Water Research Act (NWA, WSA & WRA, respectively). Discussion documents reflecting on
the key issues to be amended have been drafted and discussed internally as well as with key
stakeholders. In the next financial year (2012/13) the Water Research Bill and Water Services
Bill will be drafted and gazetted for public comment.

The legislative review initiative is complemented by the Institutional Realignment and
Restructuring project which aims to restructure all water institutions that report to the
Minister of Water and Environmental Affairs. Detail studies were done and final reports
completed for catchment management agencies. The framework for all other institutions
will be completed early in the 2012/13 financial year. These proposals seek to configure
the institutional arrangements in the water sector for efficiency and effectiveness as well as
improved governance and oversight.



During the year under review and as one of the outputs of government outcome 6, the
Department initiated the process of defining economic regulation in the water sector as well
as establishing an economic regulator to ensure efficient pricing in the water value chain
and that inefficiencies in the water supply sector are not passed on to end-users. To date,
the feasibility study has been conducted, first phase stakeholder consultation process has
taken place, the concept note and status quo documents have been developed. The Project
Steering Committee which is already appointed and includes other departments and sector
stakeholders will ensure finalisation by the end of the current financial year.

The programme of integrated planning for the balance of water supply and demand is also
on-going in the Department. Two reconciliation strategies to ensure water security were
completed in the Mangaung/Bloemfontein area and uMzimkulu catchment development
strategies during the year under review. A feasibility study was also completed in phase 2 of
Mokolo Crocodile (West) Water Augmentation Project.

The protection of water resources and promoting sustainable and equitable water resources
management, four rivers have been rehabilitated and these are Hart (FS), Buffalo (EC) Luvuvhu
(LP) and Berg (WC).

To improve the regulation of the water sector, the Water Resource Institutions are monitored as
per their respective business plans and during the year under review fourteen (14) institutions
were regulated in the Eastern Cape 1 GWCA in Great Fish River, 3 in Leeuwrivier Oranje
and Riet in Mpumalanga, 3 in Olifants CMA, Elands IB in Inkomati CMA and Blyde WUA in
Olifants CMA. Three in the Northern Cape Region (Boegoeberg, Kakamas and Oranje Vaal
WUAs) and four (4) in the Western Cape Region (Breede Overberg CMA, Lower Olifants River
WUA and Groenland).

During the year under review, four comprehensive reserves in the Crocodile west , Vaal River
system, Upper Vaal and Middle Vaal were determined for the protection of significant water
resources (including the dams in the river systems) and this add to about 138 comprehensive
reserves that have been determined to date and the intention is to cover all qua ternary
catchments. The Olifants -Doorn river system was classifies and will be gazetted for public
consultation during the current financial year. The 2009/2010 Annual Report on the status of
water quality in dams was produced during the year under review.

To improve water use efficiency - water consumption targets for the agriculture sector have
been set in 3 irrigation schemes (Sundays River, Loskop & Sandvet schemes). Draft water
management plans for Sundays River GWS, Loskop GWS, Hartebeespoort GWS, Sandveldt
WUA, Mooi River GWS and Schoonspruit GWS are also ready.

Twelve (12) more schemes have established operating rules, five (5) priority catchments
were optimally monitored and these are the Berg, Breede, Olifants, Mhlatuze and Levhuvhu/
Letaba, including the Gouritz river catchment. Three (3) monitoring stations were constructed
with 2 completed, namely Vischgat on the Olifants (Western Cape), and Gerhardt Minnebron
on the Vaal River in North West.
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2.1.1.3 Strengthening the regulation of the water sector

This priority aims to address issues around the regulation, governance and control of the use,
development, conservation and management of water throughout the value chain within the
provisions of the relevant legislation.

To facilitate access to water for historically disadvantaged groups. , Tosca, Jan Dissel and
Mhlathuze were identified as areas which compulsory licensing would be conducted and
to date reports have been completed which will lead to redistribution and final water use
authorisations.

The Department facilitates improvement with the regulation of drinking water quality through
compliance, monitoring and enforcement. During the year under review the 2011 Blue Drop
Report was released in June 2011 at a National Water Quality Conference. This report covers
the results from 914 water supply systems that were assessed and showed an improvement of
66 Blue Drop certifications as compared to only 25 when this process was started in 2009.
In preparation for the 2012 report the assessment teams progressed well and 90% (146)
Blue drop municipal assessments were completed and 60% (931) water supply systems were
assessed in 153 Water Services Authorities (WSAs).

Regarding the regulation of the quality of waste water from waste water treatment works
(WWTWs) the 2011 Green Drop report for the year under review was released and it reported
on 821 waste water systems that were assessed covering all 156 municipalities. In preparation
for the 2012 report substantial work was done and 130 municipal assessments, bringing to
80% of the Green Drop municipal assessments were completed.

In an effort to improve of issuing water use licences to various water users, the Department has
established a dedicated backlog eradication programme, commonly referred to as Letsema.
Since the inception of Letsema, 3 358 applications dating from 2001 to 2010 have been
finalised, leaving a backlog of 549 applications.

2.1.1.4 Support local government to deliver water services

To contribute to government outcome 9 which facilitates a responsive, accountable, effective
and efficient Local Government system, programme 4 of the Department coordinate the
Department’s service delivery plan and strategic objectives at the regional level. This
programme is also charged with supporting Service Providers to ensure the acceleration of
providing water to communities.

Provision of direct support to local government and in broadening access to water services
and eradication of backlog forty (40), WSAs were also supported in developing Water Services
Development Plans (WSDPs), in a new format together with an IDP sector input, as well as
support provided during IDP assessment processes. A total of 1T 224 Councillors in the WSAs
were taken through the induction process covering 45 District Municipalities.



A total of 109 municipalities were supported to improve compliance with Drinking Water
Quality Standards and 76 municipalities were supported to improve compliance with
Wastewater Quality Standards. The Green Drop certification programme continued to create
awareness on water quality standards. This programme was complimented by interventions
supported by the Rapid Response Unit (RRU). An additional donor funding was provided to
intervene in sampling of wastewater effluent and 52 prioritised municipalities had improved
Blue Drop Certification scores. Support also focused on developing water security plans and
other requirements in municipalities that are not doing well. After the 2010 Green Drop
assessments municipalities made a concerted effort to improve their Green Drop status.
A total of twenty-two (22) transferred schemes were refurbished during the year under review.
The different financial years between the National and Local Government poses a challenge
as it delays the transferred funds from the Department to the municipalities.

2.1.1.5 Contribute to Improved International Relations

In line with outcome 11 of government, the Department contributes to building a better Africa
and a better world as a result of contribution to global relations. This programme strategically
develops, promotes and manages international relations on water resources between countries
through bilateral and multilateral cooperation instruments and organisations, driving national
interests in the African continent and globally. During the year under review, the achievements
under this programme are reported as follows:

In terms of joint decisions made for the year under review, the Department reports the
development of a plan of action, an agreement and four (4) studies. Four (4) South African
initiatives were adopted and incorporated into the South African Development Community
(SADC) water initiatives. South Africa signed two (2) new Memoranda of Understanding
(MoUs) and implemented two (2) existing MoUs with Africa. Outside Africa, South Africa
signed two (2) strategic partnerships, agreements were signed with Japan and the Netherlands.
One existing bilateral instrument was realigned or expanded during the year under review
with China. Water profiles of four (4) countries were done leading to the establishment of
strategies. South Africa, through the Department proposed three (3) initiatives which were
adopted by the African Ministers’” Council on Water (AMCOW). AMCOW convened under
the Minister in her capacity as the Chairperson of the AMCOW from 2009 to the end of the
financial year under review.

2.1.1.6 Build capacity to deliver Quality Services

This priority, if modelled against the government outcome 12 which seeks to achieve an
efficient and development oriented Public Service and an empowered, fair and inclusive
citizenship. In support of this objective the Department had achieved at least 98% availability
of its Information Technology (IT) network system, and has also embarked on the refurbishment
of its IT infrastructure.

The management of performance is facilitated by making sure that 100% of employees files
annual individual contracts that are aligned with the Departmental planning documents
(Annual Performance Plan (APP) and Business Plan/s).
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During the year under review the Department has set out to achieve a 100% target for
employees to have performance agreements. The Work Place Skills Plan facilitated training
for 68% (4 497 of 6 606) of employees. A challenge in this area is posed by cancellation of
training due to operational issues.

The Department had planned to train fifty (50) graduates for placement in candidate positions
within the Department and this was achieved. According to plan, fifty (50) graduate trainees
(GTs) were developed, adding to the baseline of 197 GTs developed prior to 2011/12 financial
year. It was also possible to place the same fifty (50) GTs, as planned, into candidate positions
with the aim to absorbing them into permanent positions within the Department. During the
year under review, learnership and internship programmes were also implemented as per the
plan. A total of 687 learnerships and 27 internships were implemented. The internship was
only for the technical programme, the non-technical internship programme was not achieved
as it was not funded.

2.1.2 Water Trading Entity (WTE) Account

The purpose of the National Water Resources Infrastructure (NWRI) programme of the
Department, is to ensure reliable supply of water from bulk raw water resources infrastructure.
This must be done within acceptable risk parameters to meet sustainable demand objectives
for South Africa. The programme solicits and sources funding to implement, operate and
maintain bulk raw water resources infrastructure in an efficient and effective manner by
strategically managing risks and assets. It contributes to outcome six (6) which seeks to ensure
an efficient, competitive and responsive economic infrastructure network.

To ensure the continued availability of bulk water, the infrastructure must be maintained.
Therefore a few augmentation projects were identified and prioritised for implementation
during the medium term, 2009/10 to 2013/14 financial years. In terms of progress for the year
under review, the following can be reported:

° The Olifants River Water Resources Development Project Phase 2A (ORWRDP), the
construction of the dam wall on the far left side is already at the required height and the
balustrade is being placed. The dam wall is making good progress towards completion
in 2013. Full impoundment will commence in the latter part of 2012.

e The construction of the bulk distribution system (BDS) phase 2C, which is the pipeline
from the dam to Steelpoort, has commenced. This phase is on track and is one of the
links of the total bulk distribution system which will transfer water from the De Hoop
and Flag Boshielo dams for domestic and industrial users. Its completion is still expected
to be March 2014. The further sub-phases is currently under review to find the most cost
effective and efficient implementation model.

e The construction of the Mokolo-Crocodile water augmentation project is set to be
commissioned and the water delivery is expected by the end of 2013. The implementation
agreements as well as water supply agreements have been signed by Exxaro and Eskom.
The water supply to the Local Municipality of Lephalale will be augmented.



The construction of the Mooi Mgeni Transfer Scheme Phase 2 began in February 2011
and it is expected to be completed in 2015. The first delivery of water is targeted for
April 2013.

The draft agreement on Lesotho Highlands Water Project Phase 2 (LHWP) submitted for
approval by governments of Republic of South Africa and Lesotho.

It is anticipated that the raising of the Hazelmere dam will be delayed because of the
uncertainty around the stability of the dam. An investigation has been launched to
understand the extent of the stability problems.

The implementation of the other water augmentation schemes - the Vaal River Eastern
Sub-System, Komati Water Augmentation Scheme, is on schedule.

To ensure water quality, three (3) Waste Water Treatment Works (WWTW) and four (4)
Water Treatment Works (WTW) were completed. Four (4) water supply schemes were
also completed.

The NWRI maintenance programme ensures the availability of water supply for domestic use.
The following progress can be reported:

The rehabilitation of nine (9) out of twenty five (25) national dams was completed. Work
on the remaining ones will continue in the new financial year.

Seven (7) Water conveyance projects out of twenty eight (28) have been completed.
Measures have been put in place to expedite the process in order to meet the 2014
targets.

Following the process of verification to determine safety, health and environment, about
ninety one (91) dams with a safety risk were classified.

A total of 195 dams were identified for safety risk. Dams with walls above 5 m high and
the capacity of more than 50 000 m* were also identified.
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2.1.6 Overview of the service delivery environment for 2011/12

MAIN EXCHEQUER ACCOUNT

Regional Bulk Infrastructure Programme (RBIG)

The Regional Bulk Infrastructure is defined as the infrastructure required to connect water
on a macro or sub-regional scale, over vast distances, with internal bulk and reticulation
systems or any bulk infrastructure that may have an impact on water resources in
terms of quality and quantity. The Department is responsible and accountable for the
management of the fund, which is administered by the National Treasury. During the
2011/12 financial year, a total budget of R1,785 billion was allocated and the expenditure
as at 31 March 2012 was R1,739 billion which represents 97.4% of the total budget. From
the inception of the programme in 2007 till the end of March 2012, a total of 25 projects
were completed. In the financial year under review, a total of 5 compared to the planned
7 regional bulk infrastructure schemes were completed in the EC: 1 Coffee Bay Bulk Water
Supply (BWS), FS: 1 Ngwathe BWS, NC: 2 Tsantsabane and Riemvasmaak BWS and WC:
1 George BWS. In addition, a total of 4 505 (cumulative) versus the planned 1 210 job
opportunities were created.

Resource Poor Farmers (RPF)

In accordance with the National Water Act (Act 36 of 1998) and regulations on financial
assistance to resource poor farmers, the Minister may allocate assistance to those farmers
that fulfill requirements as per regulations. To ensure that water resources are protected,
the regulations explicitly state that financial assistance may be granted and utilised only
for activities that ensure water is protected, used, developed, conserved and managed in a
sustainable and equitable manner. As indicated in Table 6, a total of 4 174 resources poor
farmers were supported to access water, compared to the planned 1 000.
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Table 6:  Support to Resource Poor Farmers
oor Farmers
Eastern Cape 2763 General Authorisation to access water
Free State 412  Operation and Maintenance (O&M)
Gauteng 10 General Authorisation to access water
KwaZulu-Natal 34 Operation and Maintenance (O&M)
Limpopo 122  General Authorisation to access water, Bulk

infrastructure and Operation and Maintenance (O&M)
Mpumalanga 88 Bulk infrastructure

Northern Cape 720 General Authorisation to access water, Bulk
infrastructure and Operation and Maintenance (O&M)

Western Cape 23 General Authorisation to access water

Total 4172

Rainwater Harvesting (RWH) Tanks

The Department has a number of programmes that contributes towards the Presidential
War on Poverty Programme and one of those is the RWH programme. This initiative will
enable people who live in areas where the reticulation has not as yet been implemented, to
have access to water. The programme targets rural communities through the installation of
tanks and awareness creation sessions. Additional 8 068 versus the planned 6 000 rainwater
harvesting tanks were distributed to improve access to water and food production. Of the
8 068 rainwater harvesting tanks, 6 308 were for access to water supply and 1 760 were for
food production. Table 7 indicates the breakdown of rainwater harvesting tanks.



Rainwater Harvesting

Table 7:  Breakdown of rainwater harvesting tanks
water supply production
Eastern Cape 2181 462
Free State 648 0
KwaZulu-Natal 0 123
Limpopo 516 0
Mpumalanga 1698 150
Northern Cape 728 550
North West 396 135
Western Cape 141 340
Total 6 308 1760
Total number of tanks (Access to water supply and Food production 8 068

River Health Programme (RHP) and interventions

The River Health Programme (RHP), is part of the National Aquatic Ecosystem Health
Monitoring Programme (NAEHMP), which was initiated in 1994 and all Regional Offices are
implementing the programme.

Based on the information obtained from the RHP a total of four (4) compared to the planned
two (2) major rivers were rehabilitated in the Regional Offices:

e Eastern Cape: Buffalo

e Limpopo: Luvuvhu

e Northern Cape: Hart, and
e Western Cape: Berg Rivers

The two additional rivers in the Eastern Cape and Limpopo were also identified as flagship
projects for the Deputy Minister.
Water Allocation Reform (WAR)

The Water Allocation Reform Programme (WAR) was launched in 2005, with the objective
of ensuring equitable access to water in eradicating poverty and promoting social and
economical development. The programme’s priorities are to meet the water needs of
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Historically Disadvantaged Individuals (HDIs), ensure their participation in water resource
management, promote the beneficial and efficient use of water in the public interest.

Licenses are required for amongst others: storage of water and use of water. To facilitate
availability of water for Historical Disadvantaged Individuals (HDIs), attention is also
given to the allocation of water following principles of equity and sustainability. During
the year under review, 93 licenses were issued to Historically Disadvantaged Individuals
(HDIs), which constitutes 52% of licenses received during the year under review. A total
volume of 52 Mm? of water was allocated to HDIs. The allocation of water to HDlIs is
dependent on the number of applications received, and the process of validation and
verification improved the allocation of water.

Compliance and enforcement

To enforce compliance with the regulation of water quality over two-thousand (2 576)
sampling points were monitored. Almost two-thousand (1 935) waste discharge points
were monitored, and mines (457) were also inspected for pollution.

Water Conservation and Demand Management (WC/DM)

South Africa has been classified as a water scarce country, however water from the
source to the consumer is lost due to inappropriate and inadequate asset management.
Lack of education on part of the consumer also leads to inefficiency in the day to day use of
water. The loss of water not only depletes the country’s resources, but also reduces revenue
to the Water Services Authorities (WSAs). The municipalities’ revenue is lost due to leaking
pipes, illegal connections and poor billing systems.

In terms of the water use efficiency programme, sixty eight (68) municipalities were supported
in implementing water conservation and water demand measures to reduce water loss by
519 Mm?. Measures to improve water use efficiency in the catchment areas were also
undertaken and the volume of water loss was reduced to 32 Mm?, as a result of validation
and verification processess, which revealed high volumes of water used by the properties
investigated.

In the Eastern Cape, the municipalities of Baviaans, Ikwezi, Makana, Camdeboo, Blue Crane,
Alfred Nzo, Joe Gqabi, Chris Hani, Buffalo City and Nelson Mandela Bay were provided
with support to repair pipes, leak detection, pressure management and guidance on how to
manage their financial management systems.

In Gauteng, support was provided in the municipalities of Lesedi, Merafong, Mogale City
and Westonaria. These municipalities were supported to address water issues on training and
capacity building with emphasis on meter reading, domestic leak auditing, domestic repairs,
top consumer audit, retrofitting and community awareness on how to use water wisely. The
awareness campaigns that were conducted ensured that communities use water wisely and
efficiently to improve water security and reduce consumer bills.



In the Free State, the Setsoto Local Municipality repaired leaks not only in households but in
their water treatment plant and reservoir.

In Limpopo, the Mogalakwena Local Municipality is in the process of assessing the
infrastructure and network to determine the volume of water lost.

In the Sekhukhune District Municipality, flow water meters and valves are being installed to
ensure that areas within Flag Boshielo use the water received efficiently.

In addition leaks were detected in the Moloto bulk water pipeline under the municipality of
Thembisile Hani Local Municipality, in Mpumalanga, and seven (7) air valves were repaired.
Standpipes were installed and a valve was refurbished at the Moloto reservoir, as a result
water supply interruptions are now no longer experienced.

In the Northern Cape, the Renosterberg Municipality was funded through the Accelerated
Community Infrastructure Programme (ACIP) to replace the leaking water supply network.
Phase 1 of the project has been completed. The water treatment plant was also refurbished
and that has resulted in constant water supply within the area of jurisdiction. Furthermore,
the municipalities of !Kheis, Siyathemba, Siyancuma and Tsantsabane were assisted with the
development of water conservation and demand management strategies. The strategies were
completed and presented to the municipalities for implementation and that will assist the
municipalities in sourcing funding to address water losses.

The Dr Ruth Segomotsi Mompati District Municipality in the North West was assisted in
developing water conservation and demand management strategy and awareness campaign
was conducted to educate the community about the illegal use of water.

In the Western Cape, effluent water is re-used to irrigate sports grounds thus leading to savings
in the use of potable water for recreational purposes. Additional to this, the billing slips are
used to communicate message to customers on how to save and use water efficiently. In
the Bitou Local Municipality, a total of 9 500 water meters for individual households were
repaired and this contributed to water savings.

Partnerships within Water Conservation and Demand Management

In Mpumalanga, the Thembisile Hani Local Municipality continued to implement water
conservation and demand management measures to reduce water losses through the
Rand Water Board together with the Japanese International Cooperation Agency (JICA).
In the Western Cape the Department of Water Affairs and the Department of Cooperative
Governance and Traditional Affairs (CoGTA) are providing water meters with the support of
the Development Bank of Southern Africa (DBSA).
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Local Government Support

At the end of March 2011, the Minister signed off the Enhanced Local Government Support
Approach (ELGOSA) concept paper that provided the overall framework within which the
Department provided support to local government. This has enabled the adoption of a
structured approach to local government support and an improvement in linkages of activities
impacting on local government across the water value chain. One of the goals embedded
in ELGOSA consisted of revitalising and strengthening collaboration and inter-governmental
structures with the intention of utilising them as platforms for the resolution of service delivery
challenges.

The Departmentestablished a Rapid Response Unit (RRU) in order to address poor performance
of water and waste-water systems, which resulted in community protests in some cases.
The RRU then had to deal with proactive and reactive non-compliance cases of municipal
service delivery. The specialists within the unit had enabled the Department to intervene
directly in high risk operational situations where the lives of the citizens and the environment
were under threat as a result of water and waste-water treatments failures. During the financial
year 2011/12 the unit had assisted municipalities in developing 36 business plans for waste-
water treatment works of which 24 were implemented. In addition five (5) waste-water risk
abatement plans and seven (7) water safety plans were finalised. Municipalities were also
assisted in developing 18 water conservation and demand management strategies.

In Western Cape, Knysna Lagoon and Breede River hands-on support was provided to address
water and wastewater quality issues from the abattoir. The assistance provided was to review
the designs, process management, development of bill of quantities and contract specifications.
As a result of the success of RRU, a decision was made to partner regional offices with water
boards and decentralise RRU to each regional office. In parallel to this, the Department is
continuing to work closely with the Department of Cooperative Governance (DCoG) and
South African Local Government Association (SALGA), to seek ways of enhancing the capacity
of Water Services Authorities (WSAs). The aim is to improve service delivery models that the
municipalities are using to perform their Water Services Provider (WSP) functions.

2.1.7 Overview of the organisational environment for 2011/12

The infrastructure programmes such the RBIG and ACIP have made an impact on improving
service delivery to the communities, by creating job opportunities and skills. The ACIP
with its focus on refurbishment has led to increased awareness in the municipalities about
the importance of Operation and Maintenance (O&M). The Letsema Project has enabled
the Department to focus and fast track the eradication of license backlog. In addition, the
commencement of the validation and verification process had an impact in curbing water
losses especially in water stressed management areas. To hold the decline in the municipal
waste-water treatment performance, the establishment of the Rapid Response Unit by the
Department was imperative in preventing spillages, of effluent that could have been hazardous
and injurious to the health of the communities. The Blue and Green Drop certification process
together with the Accelerated Community Infrastructure Programme (ACIP) has motivated



municipalities to take ownership of their water infrastructure and steps to manage their
infrastructure more responsibly.

The large number of vacancies, particularly for senior managers in the regional offices has
had a negative impact on performance. The Department also faces challenges with an ageing
workforce within the technical fields which requires further intervention in terms of skills
transfer. Intervention plans were prioritised, for example, the filling of senior management
posts, and enquiring of office space in effected regional offices. The end of the Masibambane
donor funding had a negative impact on the water sector needs, as MTEF allocations
were insufficient to meet the requirements of the water sector. The use of municipalities
as implementing agents for the RBIG has resulted in a delay in appointing contractors by
the municipalities. Ageing infrastructure is affecting the functionality of the schemes in the
municipalities and that forces the Department to focus on replacing infrastructure while there
is a challenge of still serving the communities that are without the infrastructure. Continuous
service delivery protests at the municipality level have put the Department under pressure to
implement unplanned projects.

2.1.8 Key policy development and legislative changes

The Department is participating in a sanitation policy review process driven by the Department
of Human Settlements to clarify roles and responsibilities regarding the provision, oversight
and regulation of sanitation across the country.

The Department has embarked on a legislative review of the current water-related legislation.
While the National Water Act, 1998 (Act No. 36 of 1998) provides a legal framework for
the progressive realisation of the right to access to sufficient water, there is however a need
to review the act to ensure equity in the allocation of water, to improve water resources
management and to streamline the regulatory processes. The Water Services Act, 1997
(Act No. 108 of 1997) requires significant review to ensure alignment with the provisions of the
Municipal Systems Act, 2000 (Act No. 32 of 2000) and the Municipal Finance Management
Act, 2003 (Act No. 56 of 2003). The Water Research Act also needs revision to align it with
contemporary best governance practice and the current legal requirements.

The process of reviewing the first edition of the National Water Resource Strategy (NWRS) is
underway. The review provides an opportunity to ensure that water is at the centre of planning
and that it supports the broad national economic and social development goals through the
Water for Growth and Development (WfGD) framework without compromising the long-term
sustainability of water resources.

An appropriate institutional model for effective economic regulation of the entire water value
chain is being developed.

A revision of the raw water pricing strategy aims to improve the financial viability of
government’s bulk raw water business. The current provision to cap annual water tariff
increases and exclude categories of users from paying the “Return on Assets” tariffs, results in
annual deficits. Appropriate pricing of water is necessary to ensure that this scarce resource
is valued by all citizens.
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A huge backlog has developed with regard to the regional bulk water and sanitation
infrastructure owned by municipalities, including water treatment and waste-water treatment
plants. Surveys done jointly with local governments estimate the backlog at R110 billion. The
Department has budgeted R5,4 billion over the next four (4) years to reduce this backlog.
This amount excludes the funds that have been allocated in the budgets of local government.

The Dam Safety Rehabilitation Programme which commenced in 2005 will be continued and
planned rehabilitation works will be completed at 25 dams. A similar programme has been
started to rehabilitate water conveyance infrastructure. The two programmes are expected to
decrease the backlog by R4 billion in the next four years using funds allocated from the fiscus
and from revenue collected from the sale of water.

The Department is finalising the IRR which seeks to creates sustainable water sector institutions
that will facilitates effective service delivery while supporting government’s transformation
objectives. This will be achieved by the separation of policy making, share holding and
regulation to ensure that there will be effective governance in the sector. The department
will also seek to facilitate institutional integration to insure that functions are allocated to
institutions that are best placed to undertake them to optimise the sector capacity, and to
facilitate economies of scope and scale.

A fifteen (15) member National Water Advisory Committee (NWAC) exists and the members
will serve for no more than three years and are appointed in terms of section 99 — 101
of the National Water Act (Act No. 36 of 1998). The purpose of the NWAC is to advise
the Minister of Water and Environmental Affairs regarding the Departments’ mandate.
This includes any matter relating to the protection, use, development, conservation,
management and control of water resources as prescribed in the National Water Act,
No 36 of 1998 or any matter in connection with the rendering of a water supply and sanitation
services, the treatment, use and disposal of effluent as per the Water Services Act 108 of 1997.
Furthermore, the NWAC can advise the Minister on policy initiatives and any initiative that
will contribute to ensuring the long term water security for South Africa.

2.2 Programme Performance

The activities of the Department are organised in the following programmes:

Programme 1:  Administration

Programme 2:  Water sector management
Programme 3:  Water infrastructure management
Programme 4:  Regional Implementation and support
Programme 5:  Water sector regulation

Programme 6: International Water Cooperation



JuaWadI0uL pue Suriojiuow ‘@dueljdwod y3noiyy Aljenb arem jo uone|ngdas ay) anoidwi o] ¢
Ajl|igeureIsns aunsua pue sadiN0sal 1a)em Jo uondajold ayy arordwi o] €€

uornesLoyine asn Jayem ay) aroudwi o '€

(0] ‘9 WO02INO) 10129

10)095 J1ayem ay} jo uonejnda. ay) oroudwi o) |°¢ J21eM 21} JO Uone|NSal oy SulusySusng ¢

S9DIN0SaI 191eMm ay} Jo Juswadeuew ay) aroidwi o] /¢
Aduaio1ye asn uajem aroudwi o] 9°¢

$921N0Ssal Iajem JOo COEUQMO\_Q 9y} ainsus 0] G'¢

QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

1arem Jo Ajddns adueyus o] §°¢
syuawnusul A1oye|nSas ydnouyy uoneso|e sorem ut Ayinba anroidwi oy ¢z

duruue|d payesdayul ysnoayy puewsp pue Ajddns 1ayem jo souejeq ainsus o 7'g @, ST

Juawadeue|n $92IN0SAY JJBAA

ANUNod ay) ul Juswadeuew J9JeM 10} JI0MdWel) DI3a1ens e Sulas ¢ a|qennbg pue sjqeureisng sowoid o] 7

sjutod yimoi3 Aoy 10y Jajem 0} ssa0de aroudwil 0] €]

asn aAnonpoud pue JuswdojoAdp [ein. 10} J9)eM 0} $s9008 dnoidwl 0] 77|

(6 ‘£ '9 Ssow0dINO)
WLI0joy pue] pue A}1INdas poo
quawdojpAa( [eINy ‘YIMOID) DIWOU0DT |

ainjonuiseul
jo Juawdojanap ay) y3noiy) asn d1ISaWOpP pue dIWou0ds Jof A[ddns 1ayem Jo AlijigejieAe ay) ainsus o] ||

m@ﬁuU@.—&O U_wwwﬁ.:m S9W02}N0 JUSWIUI9A0N)

® sanuioud sirejyy 1jepp Jo Jusaunredaq

saAnoalqo 3 sanuoud ordayeng |puswnedaq g 9|qel

SAAILDIA(GO ANV SAILIMOI¥d DIDILVILS IWWVIDOUd L'¢'¢




O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

Juswadeuew [edueuly sroidwi of

2oueuIan0g ayesodiod anoldwi o)

Ajjigesip pue uapuag ul Ayinba aaaiyoe of

S9DIAIDS JO UOISIA0Id [qeule)SNS 9]qeud O]

S||1(S Y31 aY3 Jo Ajjige|ieAe aunsua of

2inynd aouewlopad ySiy e anaiyoe of

10]095 J91eM /S dY) U0} $92IN0SAI [euOneUIIUI 93BIDAD| Of

9OUBUIDAOS JO WISAS [eqO|3 9 Ul BpUZE J9JeM BY) 0} INQLIUOD Of
sjuswadedua [eqo|3 pue epuade UBDLIY SY} JO JUSWSDUBAPE Sy} 0} )NLIIUOD)
(Sopjoeq JO UOIEDIPEID PUE SIDIAISS DISE]) SIDIAIDS J9JeM O} SS9D0E UdPEOI( O]

uoddns jeuonnsur JuswuiaAo3 [e20] Jo uolsirold ay) ainsug

saAnoalqo J18ayens

99

)

€9

¢Y

1)

€9

@S

1S

[

L'y

(2| dWodIN0)
S9DIAIS AJl[en() JaAljap 0} Ayoeded pjing

(11 WO02IN0) suone|y
[euonewsaiu| paroidwi 0) anqliuoD)

(6 @WOINO) SIDIAIDS
191eM J9AI[p 0} JuaWLIdA0S [e20] Joddng

S3LWI0JINO0 JUIUIUIIAON)
® sanuiond sireyy 1jeAp Jo Jusaunredaq




"SOIWEUAP

JuawaSeuew 12afoid 0) anp
paAejop walsAs payewoine
ay jo yuawdojanap ay|

sanss|
|euonesado o) anp Suiuren
Jo uone|[eoued pue pauodal
jou Suiuren pauuejdun

ainjdnJlsesul || lnjosqe
JO JUBWIYSIgINaI 0) an(

JdueLIeA 10} UOSEIY

pajuswa|duwi
Wia)SAS J )W [enuely

ue|d s||S >HOM a4}
M aul| ul paures) saakojdwa

JO (909 9 JO Z6V V) %89

9|qe|1eAR WR)SAS YI10M}aU
A8ojouyoa] uonewlou| %86

(T1/1100)[eMmOY

padojansp
WISAS RN parewoiny

ue|[d S[|S Y10 a4} YiM aul|
ul pautel} saakojdwa Jo 9,001

9|qe|1eAR W)SAS yiomlau
A8ojouyoa] uonewlo| %/6

(TL/ 110D)
1984e]

1984e] jsureSe dUBWLIOLId] [EN)OY

WiA)SAS JRIN [enuely

ue|dis||S 2HOM Y LIM sUl
ut pautel} seakojdwa jo 4,09

d|qe[IBAR WR)SAS YI0MIaU
A3ojouyoa] uonewIol| %56

LL/0L0Z (ndinQ [enjoy)
auljaseq

pajyuswa|dwi pue padojanap
wasAs  (IPW)  uonenjeay
pue uuojiuoyy pajewoIny

Ue|d S!S >HOM a4} LM sul|
ur paures) sedhoidwa jo 9,

9|qe|IeA. Wa)SAS I0MmIau
A8ojouyoa] uonewloju| 9,

10JedIpU| dUBWLIOLId]

31mynd duewnioydd ySiy e aaaiyoe of :1°9 aAndalqQ 2133rens

INNODDV ¥INOFHIXT NIVW — NOILYWIOANI IDNVIWIO4dId INWYIDO¥d

ain}jnD) adueWIOLdd Y3IH

-6 9|qeL

‘panaiyoe pue pauue|d s1o8.e) pue siojedipul aouewiouad ‘SaAndalqo o1391e.1s ay) smoys a|qe) aouewopad ay)

:S}93.1B) pUB SI0JEDIPUI DOUBWIONI

‘(Buiuue|d aye1odiod pue uonEIIUNWWOD ‘SIDIAISS
JUSWadeURLW PUB UOIBWLIOJUI ‘S9DIAIDS [B83] ‘@24n0sal uewny ‘@dueuly apnjout) Joddns 2100 pue adiape ‘diysiapes) Ao1jod apiaoid of :9sodang

NOILVYLISININGY -1 INWYEDOYd

$10JeD1pU| pUe $aAIBIQO AJaAI[D( 9D1AISS

:sowiwesdoid SUIMO||0) BY] Ul PasIULSIO dJe Silelyy JaJeAA JO Juawiedad ay) JO sanIAIDe oy

e



)
Ll
z
=
oz
Ll
_I
[N
)
oz
o
Z
@)
Z
O
=
S
a4
@)
L
z

OBJECTIVES

no uijnd
(SIDD)  waysAs  uonewlou|
UONEDIUNWIWIOD)  JUSWUIIAOD)
0} enp 32k peynpuod

usaq  Sey  yoseasal  ON

SOABD)|
Ayoedeour pue suoisuadsns o}
anp seakojdwa Jo d|qge|rereun

‘uonesedaud 193pnq
wiojul pue Jsiy padojansap aq
0} spaau ueid souewlopad
%001 °q 01 juawudije loq
INT 9y Jo  uoneredaid
oyl o0} [9|esed padojonrsp
uejd  souewuopad  enuuy

JdUueLIeA 10} UOSEIY

siap|oy
-9ye)s pue uazid ‘saakojdwa
pagdeSus pue pawloul JO %0

suejd ssauisnq 0}
pausife sjuaWwaaIdy ddUBLLIOL]

pausis JO (7€6 40 616 S) %866

%S6

(T1/1100)[eMmdY

Siop|oyadels pue
uazid  ‘soakojdwa  pagdedus
pue  pswlojul O %G|

sue|d ssauisnq
0}  paudie  sjuowaaIdy
9DUBWIOWMAY Paudis JO %00 |

(AN3) 2inypuadxy
[euoneN Jo sajewnsi ayy pue
S9AID[QO JUBWILIGAOS  YUM
pausiie dS €1/2107) %001

jJsureSe 3dUBWLIOLId] [BN)OY

s1opjoyaels pue
uaznd ‘seakojdwe poadeSus
pue  pswojur o - %0l

sue|d ssauisnq
01 poaudie  sjuowoIdy
9DUBWIONIY Paudis Jo 968

(s9A199[qO JuBWIUIAAOS LY)IM
paudie dS T1/110T) %09

LL/0L0Z (ndinQ [enyoy)
auljaseq

Ssiap|oyayels
pue  uoznd  ‘sevkojdws
pagdeSus pue pawlojul Jo 9,

sue|d
ssauisng 0} pausije sjuawaaIdy
Q0UBWIOLDY paudls Jo 9,

‘ue|d (IN3) 198pnq
pue uejd oi3a1ens) ssedo.d
Sutuueid oy jo juawudl)y

J10}edIpu| dueW.I0

3. nd dduewoyidd ySiy e ardiyoe oj :1°9 aAndRIqQO d133ens




soAnesadwi
CPERIE] [EomEN SR G Sy W
paysnfpe sem awweidoid ayy
'suoidal ay) ||e o} awwesdoid ayy
pajjod sloyedonpa 199d pue (4Sd)

SIOPINOI{  9DIAIDS  [BUOISSDJOIY
papunjun
awuwesdoud diysuoul  [ed1UYOS)

uou ‘sdiysuiaul  [eaiuyod) AjuQ

sdiysioue)
alow Jo uoneniul ayy ul unnsal
(v13sD7) Awoyiny Suiutey pue
uonEdNPT J0}03S JUSWUIIAOD) [BDOT]
Aq 9|qejrere spew sem 3uipuny

suonisod jusuewad
ol sajepipued aenpesd aoeid
0} JUSWIUOIIAUD Suljqeus d)eald)

soyenpeld aiow dojonap
0} siodeuew aul| Aq ul-Anq ssado0id

JUBIYSI|BISD DY) UO
paleasd asam Jeyl sysod [euonippe
0] °np pasealoul ajes Aduedep

JdUueLIeA 10} UOSEIY

pajuawiadut
awwelidold (SAIV/AIH) dWoIpuAs
Aouaidyapounwiw] painboy/sniip
Aduapiepounuu] uBWNH %001

pajuswsa|duwil

sdiysusaur  jo Jequinu /g

pausws|duwii
sdiysiautes] jo Jaqunu /89

suonisod yusuewad oyl
pooeid soauteny ajenpesd (g

padojansp seaures) ayenpes3 0

el
Aoueoen adesane [enuue 9,88'4¢

(T1/1107)
[en)oy

pajuawsa|duwi
awweidold SAIV/AIH %0S

pajuawa|duwi
sdiysuioul  jJo Jaquinu G/

pajuswa|duwii
sdiysiaulea jo Jaqunu 08

suonisod yusuew.ad oyl
paoe|d sasutely ayenpesd g

padojanap

soaulel) ajenpesd 0S

Jel
AouedeA 98eI9AR [BNUUE % |

(TL/ 1102)
1981e]

1984e] JsureSe 3dUBWLIONIDd] [EN)OY

pajuawa|duwt
swweidold SAIV/AIH %0

pajuawa|dwi
sdiysulaul jo Jequinu | €

pauswa|duwii
sdiysiaules| jo Jaquinu 9

(1eak

[eldueuly 71/110C @Yl ul
pase|d aq 0y dnoi8 |S|) 0

padojanrsp
soouten) aenpesd jo /6|

a1el Aouedea
odesone  |enuue 9G]
LL/0L0C
(@ndinQ [enjoy)
auipaseg

pajuawa|duw
awweidold SAIV/AIH %

pajuawa|duwi
sdiysuioul jo JaquinN

pajuswa|dwi
sdiysiautes) Jo JaquinN

suonisod ajepipued
o pooeld  ssdulel
ajenpeld  jo  JaquunN

padojansp soautes
ajenpesd  jJo  JaquunN

dlel
Aoueoen adelone [enuue o,

10JedIpU| U0

S[IDIs Y311 3y} Jo AjjiqejieAe ay) nsud o] :z'9 Andalqo di3arens

s|114s Y31 oY) Jo Anjiqejieay

-0l °|qeL



O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

'SUOIe}NSUOD
Ajunwiwod ur sAejop ay) o) anp
awin ul ystuy jou pip afoud |

SNJe]S 19} 9SOISIP
sani|Iqesip yiim saakojdwa |[e Jey)
wawadeuew aul| Aq juswadeuew
Aljigesip  uo  sndoy  Jo e

opew S UoNRd|ds uayMm syess Aunbg
swAojdwy sauoudr  sia8euew
aul] ySnoayy sseoold jusuninioDy

ddUELIEA 10} UOSEIY

pajajdwod aiom spafoud g ¢

paAojdwa sanijiqesip

yum  9jdoad

pakojdws uswom Jo %%zt

(T1/1107)

[en)oy

pakojdwa

Jo 1€0 sanijiqesip yimajdoadjo o,z

paiojdws uswom Jo %05

(TL/ 1100)
1984e]

wm:_mwﬁ 9JUewLIo}19d |[en}dy

4

paAojdwa sanijiqesip
yum oqdoad jo 9910

pakojdws uswom Jo 9,Q¢

L1/0102
(ndinQ [enyoy)
auijasegq

pajuswsa|dwi spafoud jo saquinN

paAojdwa
sanijigesip yum ajdoad jo o,

paiojdws uswom Jo o,

10)edIpU| dURLLIOLId]

Ayjiqesip pue sapuag ui Aynba ainsua o] :°9 aandalqo di3arens

Aujiqesi@ pue sepuaD ut Aunby -ty 9jqeL



ssau8oud
ul ||ns SI UOIBWIOJUI dDUBW
-1op12d U0 pny “umouun

‘pPapn|ou0d
sI Jpne ay) uaym A|nf jo pua
Ay} 1B UMOUY 3] |[IM S)NSY

(s1eak
Jouid Buipn(oul) 000 01S OvY

‘PaUOPUOD UIA(
sey 000 0¢6 8S¥ ySnoyiy

's1eak
Joud woy Juswpedsg oyl
ul pawlopad Jipne Disualo4 €8

uo1ednsaAul Japun

$9SSO| pue Slossy poaljliaAuN %86

(€L/11L02)

9JUBLIBA 10} UOSEIY [enoy

ypne payijenbun yupne pagijend upne paujenbun

papodal ainyipuadxa Jejndau

spuey 0 JO 8NnjeA Ay} ul  uondNpay

pajodai sased

ainipuadxa tejn3aul Jo sased ( s9seD) 9 ainyipuadxa Jejndaui o JaquinN

%001 %S6 12351801 10558 9|qRl[a1 %)

L1/010C
(ndinQ [en)ay)
w:__vmmm houﬁu_v:_ QUCNE._OHT_@H_

juswdSeuew [eueuly aroadui o) :3A1323[qO 21833enS

‘owli} ul _UQHG_QEOU JOU aloMm

pue pakejop syoafoid 9aay %96

payuswa|duwl
- Iomawel) JusWZeurW YSIy

1/1100)

JdUeLIeA 10} UOSEIY e

Juswadeueyy [eloURUI{ €| d|qeL

ue|d 98e1an0D
JIpNY [eWId)u| [ENUUE 3] JO

%001 %001  uonejuaws|dwi 98ejusdIa
pajuswa|duwi
pajuswa|duwl panoidde pue aoe|d ul ylomawel

Slomawel) Juswadeuew Msiy domawely juawadeueyy dysiy  JuswaSeuew ysiy paroiddy

L1/0102
(ndinQ [en)dy)
auijaseyq

1981e]

10)edIpu| dULULIO
L/l Jeetll d

doueuanog desodiod anoidui o) :5°9 aanda3lqo diSajens

aoueusanon) ajesodio) 7| 9|qeL



)
Ll
z
=
oz
Ll
_I
[N
)
Ll
oz
o
Z
@)
Z
O
=
S
a4
@)
L
z

OBJECTIVES

somawel] SYMN
oy} ul suolsualxa adoos Jofepy

pasiaai ueld 1oafoiy

pasijeuly st SYMN usym
paa|dwod aq |j1m 3oafoad siyy

paAejap uoneniul 109(old

9JUBLIBA 10} Uoseady

‘paonpoud G0 uolsIaA SYAMN

Y
You1easay JaJeAN o) [|1q Weld
| uoIsIaA pue paonpoid joe
Jad juswndop uoissnosiq €

pasi[eulySESYMN Usym
paojdwod aq |[1m 10afoid siy |

panaiyoe 10N

padojanrsp Juswinoop
on®) smels pue pajuiodde
QonIwwod  3uliells  109loiy

(TL/1100)IBMOY

pasi[eul} UORIPa PuoddS SYMN

9ulgeD) 01 psplugns sj|ig
Juswpuawy Jesp  parepdn

ddoMawiel) dDIAN PasIny

A3ayens Suioid
9y} JO uoisiAal By} jo joedul
J1WOUOD-0100S Y} U0 Apnig

(TL/ 1102
1984e]

198.1e] JsureSe adUBWLIONII] [EN)DY

Anunod ayj ul JuswaSeuew Jayem

JUsWadeUBW J9)eM 10} YIoMaWel) D13a)es

¥00C — uolipa 15| SYMN

VYMN pPue YSAA 10} UQHQ_QEOU
ll1g JuSWpUSWY JO Heip Isity

slomawel) dDJM Yeld

A8a1ens Suidig

11/01L0T
(@ndinQ [enjoy)
auljaseg

pajuswsa|dwi pue
pasijeuly UOBIPa puz SYMN

(VIM ‘VSM ‘VMN) panazes pue
paljeip uole|sI3a| paje|al JaJeA

peasijeuly diomaweldl dDIAMN

pasinal
A3o1eng Suidlld Jotem  mey

J10JedIpU| ADURLLIOLId]

10} yiomawrely d133)eas e Suias : * L 3AndalqQ d1dajens

vl 9|qeL

‘panaiyoe pue pauue|d s}o8ie) pue siojedipul aouewlopad ‘saAndalqo d13a1ei)s ay) smoys ajqe) aduewopad ay |

:S)93.1B) pUB SI0JEDIPUI DOUBWIONI

‘sainpadold pue aseq adpajmouy| ‘saidarens
‘Suiuue|d pajesdajul ‘saidijod aAnoaye ysnolyy uswuodiaus ay} pue ajdoad |je jo Jjouaq ay} Joj JoUUBW J|CeUIRISNS B Ul PI||0AU0D pue
padeuew ‘paalasuod ‘padojaasp ‘pasn ‘pajdajold ase $92IN0sal Jajem s,A1Uunod ay) Jey) ainsus o} si awwesdoud siyy jo asodind ay] :asodung

INAWADVNVYW dO1D3S d9IVM - ¢ INWVIDO¥d



111Ul 9y) Aq
pajoalip se adoos jo auey)

suonmnIsul Jayem
UM SuOne}NSuod Ul skejp(

ddueLIeA 10} UOSEIY

‘paro|dwoo ASajens asn-ay

‘para|dwod A3ayens uoneuljesaq

‘padojanap
Juawndop onb smejs pue
ajou 1deouod  ‘pajurodde

sopiwwod  Suiedls  jo9fold

wawudijeay
Jeuonnysul uo odasr yeiQq

(4o3deyo a8ueyD arew|D) SYMN

Slomauuel) a3ueyd ajew!|D
paja|dwod poday uondaouy)

paonpoud syuawnoop
uonewlojul punoidyoeg

pasijeul} A3arens asn-ay

pasijeuly A3ajels uoneul|esa(

UONB)NSUOD JSP|OYdRIS pue
panpuod  Apnis  Ajljiqiseaq

posijeuy

pue  pamalAal  YIOMSWel]

padojanap ASajeng
a8ueyD ajewi|D 10y JuUaWND0P
uoljewoyUl punoidyoeg

1/ 1100
1981e]

A3arens asn-ai yeiq

A3ajens uoneuljesap yeiq

I'N

pwugijeay
[euonmnsu| uo uodas yeiq

yiomawely
aduey) alewlD)  yelq
LL/01L0C
(ndinQ [enpy)
auljaseg

padojanap A3ajeng asn-ay

padojanap A3ajens uoneuljesa

payst|qeisa Joje[ndai
19)eMm DI1WOU0d Juspuadapu|

YHomawely Jusw
-udijeal jeuonnsu| pasijeui

pajusws|dwi pue padojpra
A8oyens  98ueyn  aewl)

J0jedipuj Iaduewnioyiod

Anunod ay) ul JuswaGeuew 13)em 10J diomawedy digajes e Sunyas : *L°g AIRIqO 2133rens




INFORMATION ON PREDETERMINED

OBJECTIVES




‘ueld
90IN0say  pajesd
-9)u| s,A8ieuj Jo
swyreda joino
[loJ uo s|iejesp
Aq pawlojul dq
0} Spaau Iajem Jo
UOIJBWLIOJUOD U0
Suipuad pjoy uo
ind  uonsjdwo)

JduelieA
410} uoseay

@22loiq uoneyuawdny
I9JBAA  (IS9AA)  3]Ip0D0I) O[O OW
Jo g oeseyd jo ueld Aujiqisead)
papuadsns Aeiodwa) Inq pasueape
ueid  Ayjiqiseay  jo  uonajdwo)

pajajdwod
so139]e1)S UONRI[IDU0D3Y JUSWYDIED
NINUYWIZIAN PUE BAJR UIJUOIL0|Y

@1L/1100)
[en)oy

(@09loig uoneuaWdNy J93eAA

(19/\) 3]1P0O20ID) OJOYOW JO T dseyd
Jo ueld Aljiqisead) ueld Aljiqisead |

(A8arens
Juawdo|aAap JuaWYdIED NNYLIIZ| ‘ BalE
UIJUOJWa0|g) Sa13a1eNs UONeI|IDU0dal ¢

(TL/ 1L100)
1984e]

1981e] JsureSe adUBWIONID [EN)OY

Suiuued pajes8ajur ySnoayy puewap pue Ajddns

sue|d Ayjiqiseay g

pajajdwod

suejd Ayjiqiseaq jJo saquinN

1eak 1ad A31undas 1ayem
ainsud o) padojarap saidaens

$9139)e.)S UOIIEI|IDU0DAI ¢
LL/0L0T

(ndinQ [en)oy)
aulpaseyg

puewsap pue Ajddns 1ayem jo aduejeg

UOIBI[1DU0DDI MU JO JaquINN

10JedIpuU| dUBWLIOLId]

JeM JO dduejeq AINSUd 0] : *7'Z dARIAIqO d183jens

‘Gl 9|qeL



QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

paAejop uoneniui 30afoid

uloo( -S)uej|O
10} SOOY JO uolneUIWIDRP
jo  uonesijeuy  Suniemy

salpuedalosip eje(

9JURLIBA 10} Uoseady

pajajdwod uaaq
sey podey 0107/600T 9YL

pajeniul 309(o1y
paA31yde JON

uoney|nsuod o1jgnd Ioj
panazes ag 0} UI00(-SIUBH|Q 0}
sasse|d  Juawadeuew pasodoid

( syuswiydyed
Aleusajenb |Je 19A00 0} puaju]
"9)ep 0) PaUILLLISIAP U] dARY
SaAI9sal aAIsuayaidwod g¢)

pa1eaul|ap JUN 92IN0Sal
191em punoid — Jayem punoid
[eeA  9|ppiw  pue Jaddn

RSB
1odas [ed1uyda) Jyelp — Jarem
punoi3  1s9m  9|Ipod0.ID)

pastjeul} Ayijenb
191em Inq 919]dwodur adejns
[eBA 9|pplW  pue  JOMOT]

pasijeuly
J9)em Qumtjm 1SOM 9|Ip0O20ID)

(T1/1107)
|enjoy

1oday [enuuy |

(uioo@-siueli|O) (VWM
Baly juswogeuryy JoJeAN |

ul00-SIUBO |

(IeeA 3[PPIW
pue |eep Jaddn  ‘waisAs
JOAIY [EBA ‘ 1SOM 9[IPOD0ID)
SoAI9sal  aAlsuayaidwod

1/ 1100)
198ae]

amcmmwm IJdueuioyiod [enjdy

I'N

SO0y
oy} juaws|dwi pue dojarsp
0}  ainpadoud  panoiddy

panazed walsAg uonedlyisse|D)

paulwialap SaAlasay J0H PV 88¢

11/01L0T
(@ndinQ [enjoy)
auljaseg

paonpoud swep ur Ayijenb
19JeM JO smels uo Joday [enuuy

$904N0SaI JayeM Juedliugis ul
paysi|qeIsd (500Y) $ARRIGO
Alend) 90inosay yum sease
JuaWaSeUBW JAJeM JO JaquinN

[PRUESER
SWAISAS  J9ALI  JO  JaquinN

(SWI)SAS JOALI B}
ul swep ay} ulpnjoul) $32IN0sal
191eM JUBDLIUSIS 10J PauIULIBIOP
SOAI9SDY |eD150[00d JO IaquINN

J10JedIpU| ADURLLIOLId]

$324N0S3. 13)em Jo uondajoad 3y} 3Insud o] : 7 IARI3IqQ d1Sa3ens

$221N0Sal 19)1eM JO UOl1]d9]01d ‘91 9|qeL



‘pasedaid spD
Jinidsuooyog pue GAAD JoAlY
I00W VM IP[PAPUES ‘SAAD
JoodsaagapeH ‘SAMD doxsoT
‘SMD JaAry sAepung oy sued
juswadeuew  Jajem  Jei(

‘(sawayds 1paApues x dodso (Jerasnpul ‘onsawop
49AIy  sAepung))  sawayds (21mnoLIdy) 101095 | 101095 ‘aunynduide ‘Suruiw “a°1) 10}09s
paAejop uoneniul Joafold  uoneduul € o) s}93Ie) Jed Ul SAWBYDS UONeSLUI € 10} - | D1ISaWOop ay) o) 19s syedie]  Jad s198se) uondwnsuod Jarepp

(T1/1100) 1/ 110D) T
JdueLIRA 10} UOSEIY [enpPy 1o8eL gndinQ [enyy) 10]BJIpU] 3DURWLIOLI]

1eSe JdueWI0}1d [ENOY duljaseq

Aouad1yyd asn 1ayem anroadwi o] : *9°g 9Ad3[qQ 21333eNS

AduaIdiye asn JayepN (/| d|qeL



‘padojanap ased ssaulsng
(I91ALINS3T pue 00Y)

-pajoow  sadueyd  AnRe[SISI| SV 0}
- pue spesodoid Aoijod  meN pawlojsuer) spieoq uonediu| g 6 VNM 6S  pawlojsuel) spieog uoiedii| jo JaqunN
|
z e o N . uoneisBa) pue sadpud
s 0} pemiwgns pue paskjeue spodas VIDL V1Dl oouewdnod ajesodiod yum  SuiAjdwod
m paysiqersosip AHSHEND DM VIDL ‘SWWD ¢ SYWD T SYWD T (D¥M) UOISSIWWOD) YDIEaSIY J9JeM ‘VIDL
m SeM J9JeAN BMYELUEN ‘spleoq Joyem g | saninN Jorepn €1 SaI|IN J9¥eMN €1 VIAD PUE S3131|1IN J9YeMm JO JaquinN
m Slomawrel)
o JuawuSije-al [euonnyisul "SYWWD Sunsixa ay} SVIND
zZ JO uonesifeul} Sunlemy 10} pasijeul} SISeD SSAUISNG OM| Sunsixa g udijeay 7 PIYSI|geIS? SO [euonouny Jo JaquuinN
o
8 210z aun(
= 0 Aq pasijeuly aq o} aye|dwod %06
AMn W (uawiydIeD) JOALY |BBA) 9)RIG-99.14
o U pa1a|dwod 3ulag wouy 3iom yupreeddipy
mrm W uononsuod  dunuassid  snyy pa1o|dwiod (JOATY [EBA) ISOA-YHON
Zz X ‘1eak e1oueuly ay) jo Jopenb ise)
= O ays u1 y3iy A1aA sem juswiydyed UoIgauUiN IpIEYIoD suone)s guriojuow

J9ALI [EBA B} Ul [9A3] Jotem By paajdwod (sjuejijO) DA 1BSYISIA € JO UONDONIISUOD)  SUONE)S SULIONUO 0S|  P3IONASUOD SUOITE}S SULIO)IUOW JO IIGUINN]

JUSWIYDIED UDALL ZJLINOD)
Surpnpoul (eQE1aT/NYANYADT

pue aznyie|yw
‘s)ueyi|O ‘opaalg ‘Biag) palojiuow

- Ajjewndo sjuswyoyed Ajold g S G palojiuow syuawydled Ajoud Jo sequinN
so|n. wasAs [eep
so|ni Supesado  Sunesado  paysijgeiss  ayy uo uonedijdde sy sa|nJ Sunesado paysijgeIss yim

- PaysI|gelsa YIM Sawayds aiow g Yum sawayds alow | Adijod soini Sunesadq (sawayds pue swiep) SwalsAs JO JaquinN

(CL/1102) | (TL/ L1LOT) 198 LL/010C
JdUBLIBA 10} UOSERY @ndinQ [en)oy) J10)edIpU| DUBWIONI]

1984e] jsureSe dduBWLIONId] [EN)OY auiaseq

$924N0S3. 13}eMm Y} Jo JudwaSeuew 3y} droidwi o] : *£ 7 3ARI3IqO d18ajens

$22.1N0Sal I9)eMm JO HCQEOWMCNE ‘g1 9|qeL




sanifeddiuNy OLISIA
G{ PRI9A0D UONONPUI SIY] "UORdNpUI pawnpu| ‘padojanap ueid Jeak ¢ SVSM
- ddD Pepusne SIO||IdUNOD  {Zg|  SIO[[IdDUNOD) OljoJIod 99| Juawdoj@As( JO|[IDUNOD) Ul PaONpuU| JOJ|IdUNOD) JO J_dqWINN

sossa00ud Juawissasse
ddl Suunp papiroid uoddns pue
juawndo( Induj 10J095 4| e yum
1941980} JewLo} mau e ul (Sdasm)
ueld Juawdo[eAaq SODIAIDS ISJBAA

- 3uidojeasp ui papoddns sySpm O or 08  pawoddns saniedidiunw jo JaquunN
panoidde A3ayeng
JusWaGeURIA JOSSY INJONIISEIU| GAA ASaens
A3ayens sanijeddiunyy  Juswadeueiy 19ssy
oy} jo |eaoidde Sunremy poAdIYOR JION (Of Ul JnO [0l 1O|id aimonnsenu] SAA Wesq  dwwesdoud pue.ia)sidal1asse Jopioisiid

(€1/1102) (TL/ 1102) LL/0L0C
JdueLIRA 10} UOSEIY [enpy 198ue] (@ndinQ [enyay) 103edIpU]

j1a8.e] JsureSe dUBULIONIJ [EN)OY duljaseq

(Sopjoeq Jo UoEIIPLII pUE SIDIAIIS JISE() SIDIAIIS I3JeM 0] SSIIIE UIPLOIq 0] : *7' dA1IRIqO d183)ens

S9DIAIRS JD)eM 0} $$900€ Guluapeolqg 6] d|qel



QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

10)oeU0D Mau e pajuiodde
Wa) Aujedpiuny puisiq uey  suyd
9y} snyy ‘ diom ay) 939|dwod jou pjnod
10)oenuod Ajddng uajepp dng wiayuoN
owos] ay} pue swajqosd Juiuolssiwwod
JO }|nsal e se pakejop 9kl 2.4 By} Ul
Alddng 1ayepp djng  uuojsiade( oyl

9JURBLIBA 10} Uoseady

SAG 931090 | :DAA pue
SERLWISBAWRIY ‘SANG Queqesjues| ¢ DN

‘SMEaYIEM3N | 1S ‘S Aeg 990D | :D]
pao|dwod sawayos

G / 61 Inpnasenul JNg Jo JaquInN

@1/1100) @1/ 1100) LL/0L0Z
[endy 198181 @ndinQ [enyy) J10)edIpU| DUBWIOND]

338.e] JsureSe dUBWLIONIJ [ENDY duljaseq

aanjonaseajul Jo Juswdo]aAdp ay) ySnouyy asn onsawop 1oy Ajddns 1a3em Jo Ajjiqejreae ay) ansud of : 1| dA1RIRIqQO d18a)eNS

(Junodoy Jonbayox3 urte) Ajddns 1ayem jo Ajigejieay 0z 9|qel

“1eak [e1dueUl Z1/1 10T @Y} Jo Jarenb puodas ayy ul

Silejy [EJUDWIUOIIAUT JO JusWIeda SY} O) POAOW U] ABY MO|3( /7 d[]e} Ul pas ul paiysijysiy s1odie) ay] :s)984e) pauuejd 0y saguey)

‘panaiyoe pue pauue|d s}o8ie) pue siojedipul aouewlopad ‘saAndalqo d13a1ei)s ay) smoys ajqe) aduewopad ay |

:S)93.1B) pUB SI0JEDIPUI DOUBWIONI

"2INJDONUISIUL JSJEM O} SS90

,S911IUNWWIOD Ul 9]8J3]900Y "JUSWAZeURL PUBLISP PUB UOIBAIISUOD J9JBM 3)E}I[1DB "SUOIINISUI JUSWSZEUBLU 9DIN0SD J9JBM JO JUBIYSI|(eISd
oy} uipnoul ‘|aAs] [euoidal ay} e saAndalqo pue sjeod d1dajens sjuswiiedsq oyl jo uoneyuswa|dwi aAnRdaYs Syeulploo) :3soding

140ddNS ANV NOILVINIWTTIWI TVNOIDIY -+ INWVEDOdd



wady dunuawa|dwy ayy jo yuawiuiodde palei|iqeyal

ayy Sursijeuly ur Aejap e sem asay) ododwiq uj 0 4 0 sowayds uonedLul Jo JaquinN
191eM

ssa1301d 91es9[9208 0] pey SAIYO [euoISaY 0} $S920B UUM siawie) Jood
Ayl Jeyl juesw Suipunj Jo asedjal e AR 000 1 06T 92IN0Sd1 [BUOIIPPE JO JBCWNN

(Z1/1107) 1/ 1100) LL/OLOZ
JdUBLIBA 10} UOSEIY [EMOVv 1o8e) gndinQ [enjy) 10}BJIpU] DUBWIOLII

3a8.1e] JsureSe adUBWLIONIJ [ENDY SUlDsEq

WwLI0J3Y pueT pue A}1inddg poo4 quawdo[ara [einy ‘YiMoin) dIWoU0d] 0} ANLIU0D O] L:dS

ainpnujsequl jo Juawdojerap ayy ysnouyy asn onsawop 1oy Ajddns uayepn gz 9|qeL

MLM PU® AN LA SNUBWISH
‘Ajoweu adeD) ul1aIsap\ @Yl Ul UONHONASUOD alnonJiselul yjng [euoidal
Yyum  paouswwod  spsfoid  [euonippy (@AIR|NWIND) GOG ¥ 01z L 1G9 ¢ ysnouy) payea.d sqol Jo JaquinN

€1/1100) 1/ 110D) R
JdUBLIRA 10} UOSEIY [enpy 1981e] gndinQ [enjay) 10]BJIpU] 3DURWLIOLI]

1984e] Jsurege adueWLIONI] [EN)DY dulpaseq

w09y pue] pue Apandag pooq quawdojpAd [einy ‘Yimos) dIWouod] 0} ANGLIHU0D O] 3| dS

YIMOID) D1WOU0D] O} UoNqIIU0D) 1|7 d|qeL



Jayrenb Jsi1y a3 Jo pua oY) Je slieyy [eJuswuolIAUT JO Juawieda ay) 0) parow aiam pas paydlydiy s1odiel ayl :gN

spoefoud diysdepy s saisiuiy Aindaq ayy aue (3199 :DM pue nyanan
(d1) NYANANT pue (DJ) Ofeyng SI9ALL g JdyMNy 8yl :d] ‘ojeyng DI AeH S4)v z Q@  palell|Igeyal s1aALl Jofew jo JaquunN

T1/11L00) 1/ 1102) NG
A 10} UOSEDY [enpPy 1o8eL gndinQ [enjy) J10]eDIpU| 3DURWLIOLI]

Jsurege adUBWLIOLIY [EN)OY aulpseg

judwdSeuepy s32IN0sAY 13)eAA d|qelinb]y pue ajqeure)sng ajowo.d of g 4S

$92.1N0Sal 19)1eM JO UOl1]d39]01d ‘v 9|qeL

QO
(]
Z
>
o2
(]
_I
L
QO
(|
ez
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

890 @ ‘painqlisip syue] |ejo|

1eak [edueUl | 1/010T @Y} Wouy 09/ | :UonONpPOI{ poo4 (1eak 1ad) uononpoud

1910 |01 B sem A|ddns 1ayem 0) ssedoe 10} Syue) Y} pooj 10§ pAINQLISIP syue) Sunsanley

10} spuny ay) pue pajedojje sem Juipunj [euonippy 80¢ 9 :19)eM O} SS90V 000 9 659 ¥ JoJem ulel |euonippe Jo JaquinN
sanieddiunw Aq Suniodau

JO DB B pUE SJUSWSISS UeWNH Jo Juswiiedsq pue EEY

D0D dY} Aq saun8ly jo uolssiwugns ul Aejap Jo }nsal 1ad Joyem 0} ssedoe yym papiroid

e Se ‘UONEDO|[e DN U0 paseq alom saundly oyl 9// 86S uol|jiw | uoljiw g ojdoad [euonippe jo aquinN

(T1/1102) 1/ 1102) NG
JdueLIRA 10} UOSEIY [emoy 1o81e1 gndinQ [enjy) 10]edIpU| DUBWLIOLI]

Jsurege dUBWLIOLId [EN)OY auljaseg

uLIOJY pueT pue A)1ind3g poo4 quawdojara [einy ‘YIMo4n) dIWOU0DT 0} INQLIHU0D O] : | dS

A11n2ag poo4 pue juswdolaaa [einy € d|qeL




a5 J91eAN
1101211 Ja1yD Yyl Aq sapiroid
90IA19S Byl Jo Jusuwnuiodde
ayy ul Aepp B sem syl

JdUELIEA 10} UOSEIY

slieyy
[eluswuoliAug Jo Juawneda(

Sy} 0} paudjsues) UOBOUN4

sireyy
[eluswuoliAUg Jo Juawireds(
9y} 0} palidjsues) uonouny

(uioo(/ syueji|O
pue zjunon ‘Giag pue ‘OdLIBN
JSOAA-9|IP0OD0ID)  ‘|eBA  19MOT]
‘sjueji|Q pue  newodu| ‘jeep
12ddn) DM ® MN DN dW dD
ur pajejdwod suonedyldA G

(T1/1107)
[endy

10}

068 ¢

00t 8¢

050 ¢

G16 688

wia)sAs ad1eyd
a81eyosip a)sem jo uonejuawa|duwi

paynusp!

(TL/ 1100)
1981e]

Sjuswiydie)

ureSe adueWLIOLId] [BNOY

8

Lcc ¢
00€ ¢
G99 1

00v SLZ

L1/0102
(ndinQ [en)ay)
auipaseq

1eaA Jad a1l uo
Sunjiopn Aq pareasd sqol jo tequinN

1eaA 1ad Jarepn 10}
3unjiopn Aq pareasd sqol jo saquinN
1eaA sad sjojpoom
0] PaLBAUOD  puB| JO SAIEIDH

1ad uonejadan pue syue|d
udle JO paJBd[D puB| JO SOIBIDDH

pajuawa|duwt
SI WwalsAg ad1eyD) a81eyosiq ISepn
2I9YM  SUBWIYDIED  JO  JBqUINN

10JedIpU| ADULWIOND

JudwWwddIoUd pue Suriopuow ‘ddueljdwod ySnoayy Appenb 1ayem jo uonengai ayy aroadu of :p°g aand3lqo d183ens

Ayjenb J1ayem jo uone|nday

G 9l|qeL



QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

Suipuny JouoQ
pue (4IDV) oawuweidoid

aimpnasenu|  Ajunwiwio)) L 1/010T Aq 101295 dnsawiop
pajesa|addy  sjuaunedeq (W GEE QYO 61G  POABS (W UOK|IW Z| Y} AQ UOBINPAI ¢l LON|i 7| (gW) paABS JS1EM JO SIN[OA
oy} ysnoayy sanijedioiunw
uoddns o) eoeid ur ind S9SSO| Joyem
suonjuaARul 0} an( 90Npal 0} S2INSEAW PUBLIAP J9JeM pue
uoneAIasuod Jayem dunuawajdwi ui
89 9 ¥/ panoddns saniedidiunw jo JequinN

(T1/1102) 1/ 1102) R
©eA 10} UOSEDY NPV 108101 (@ndinQ [enyy) 10}ed1pU| IUBULIONI]

surege adUBWLIONIY] [EN)DY duljaseq

Adua1d1yyd 3sn 1ayem aroadwi *Z 9A23[qQ d1391enS

AduaIdIye 9sn JaJeAN 197 d|qeL




puejua0In)
VM 19ALY SIUBIO 1oMmOT]
VWD  SieqeaQ  9paaig

¥ OM

(SYNM [eeA @fueiQ pue
seweyey ‘319ga03890g) € DN

VWD SIUel|O
ur VAM 9pAlg pue  WIAD
lfewodu| ul g| spuejy ‘YWD
SJUBY|O Ul g| spue|3-suel]

€dW

eI
pue afuelQ IDIALIMNIDT € S

BTN

(Y1) wiogey pue  ysiy jeauy — yHMD | © D3
wawudijeay  [euonniisul sue|d ssauisnq 4ad se paje|ndau
JO uonesijeuly ay} ul AejpQ ¥l 4 € SUONMIISU| 9DIN0SY IBIBAN JO JBCUNN

(T1/1100) 1/ 110D) T
eA 10} UOSERY [enpPYv 198ue] @ndinQ [enjay) 10}BJIpU| 3DURWIOMI]

3a8.e] JsureSe dueWIONI [ ouljaseq

10)23s 19)em 3y} jo uonengai ayy aroidwi of :1°¢ 3AnI3(qQO d1893eNS

10]095 I9)eM 3y} JO uone|nNday /7 9|qeL



QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

sanijedidiunw ay) 0} Juswiniedag ay) wouy spuny
paLIdjsues) 9y} pade|ap JUSWUIIAOD) [eD07 pue Judwiedaq
[eUOlIEN OYl U9MIDQ SIBAA  [eIDUBUL  JUDIBMIP  BYL

A111n23s 1a1em o) spsedal yum 3uiuue|d aaoidwi o) (21O
[euoneN)) 4uiod [enuad e wolj pareulpiood Sulaq sem sy

snye)s doi usain 119y} aroidwi 0} 110}J0 pPaladU0d B Spew
saniedpiunw ‘suswssasse dosg UL 0107 dYl oYY

9242 1xau 2y} 1o} aredaid o) santjedidiunw
pa1oaye ay) ul syuswaiinbas Jayjo pue suejd AJLIndas 1arem
dojonap o} papiroid sem poddns jeyy aunsua 0} sem sndoy
9y} pue 924D JUSWSSASSE By} ULINP MO| JI9M S9100S Y|

Juan|}o Jaremalsem Jo Suljdwes ul auaaslul 0) papiroid sem
Suipuny jouop [euonippe pue (NYY) Hun asuodsay pidey ayy
Aq papiroid yoddns ‘sprepuels Ajijenb sayem uo ssauaseme
9]eald 0} panunuod awweldoid uonesynsad doiq usain ay|

JdUueLIeA 10} UOSEIY

@ LS
sl (04
65 Gl
S ol
601 €L
9/ 9L

(TL/ 11L0D)
1984e]

(T1/1107)
[enpy

198ae] JsureSe 3dULWIOND [eN)OY

9¢c

691

8¥

SS

L1/0102
@ndinQ [en)ay)
auljaseyg

paysiqinjal

SOWLYDS  pasIgjsue))  JO  JaquunN

sddl Yum sdasm usije o)
pauoddns sanijedidiunw Jo Jaquunn

2100s doiq usain)
panoidwl Yyum (9%0€ Ueyl > a102s)
saniedpiunw paspuond Jo uaquinN

sa100s doi an|g
paroidwi yum (9%0¢€ ueyy > 9100s)

sanifeddiunw pasnuold jo Jaquny
splepuelg Aitjend)

191eMa)sepA Yaim ouel|dwod aroidwi
01 papoddns sanijedioiunw jo saquinN
sprepueig Ayjend

1reAn yum aouerdwoo anoidwi o)
pauoddns sanijedidiunw jo JaquunN

J10)edIpU| ADURLUIIOLII]

110ddns Juawuiano$ [eao] Jo uoisiroid 3y} ainsud of : | ANI3IqQ d133eNS

1oddns Juswulano3 [ed0| Jo UoISIAOL{ 87 d|qeL



pala|dwod usaq sey Suisuadi
9ZNYIe|YN pue [9ssI Uef 10} Alosindwon  yoiym  ur - seale
uoneniul 399foid ui skejog  paejdwod suodey uondeou| yeiq ¢ 0 JusWaGeURW ID)BM MU JO JaquINN

(CL/1102) L/ 1102) LL/010ZT
[eny 193181 (ndinQ [enyoy) 10)ED1puU] dUBULIOLId]

1984e] JsureSe dULWLIOLId] [BN)OY auljoseq

spuiod yymoag A3y 10y 19)em 0) ssadde aroaduil o : *€° | 3ARIR[qQO d1833enS

19JeM 0} $S900Y 16T d|qeL

‘panaiyoe pue pauue|d s}adie) pue si0yedipul aduewopad ‘sanndalqo o13arens ayy smoys a|ge) aouewlopad oy

”mwww._.mH pue siojedipul 9dueuwlloliad

"UO11E|SI33] JUBARDI DU JO SuOIsIA0Id BU) UIYIIM Uleyd anjeA ayj Jnoysnouy)

1a1em jo Juswadeuew pue uoneAISUOD ‘Juawdojaaap ‘asn ay} [03u0d pue u1Aog 1o ae[ndal 0y st swwesdo.d sy jo asodind ay] :9soding

uo1e|nday 103095 I9)eAA 1G awweldold



¥10¢ Aq 9oueljdwood-uou

INFORMATION ON PREDETERMINED

sypne ay} jo Apxejdwo) 99 06 79 J0j palojuow SauiW JO JAqUINN
W
W 1eaA Jad spirepuels
= S)UDLUSSSSE SLUDISAS JoyeM d)sem | €9 JUSN[JJo 199 0} PIsSaSSe SWISAS
@) - uo duniodal pasesjas yoday doig usain /6/ 26/ Ajddns 1oyem a)sem jo saquuny
L
o)
) syuswssasse |ed
[edidIUNN €61
(%08) (%c9)
S)UDLUISSISSE SLUDISAS J9JeM 2)SBM | 78 UO pa3o|dwod sjuawssasse
- 3untodai pasesjal Joday doiq usain | 10g o€l ¥8 [eddiunw doiq usain Jo saquinN
SYSM
€G Ul passasse swalsAs A|ddns uajem |¢6
EEEERE (%06) (%09)
swalsAs Ajddns usyem {16 uo Suniodas paja|dwod sjuawissasse
- pasesjas poday [enuuy doiq onjg L1L0T 9t 1 96 [eddiunw doiq enjg jo equinN

(T1/1107) @1/ 1100) L
JdUueLIEA 10} UOSERY [enpPy 1o81e) @ndinQ [enpy) 10}BDIpU| IDUBWIONII]

3a8.e] JsureSe dUEWLIONIJ [ENOY aulseq

JudWddI0UR pue SuLiopuow ‘ddueljdwod ySnoayy Ayjenb 1ayem yo uonengau ay) aroadur ‘€ aAn23[qQ d1391enS

Ayjenb Jayem jo uonengdas panosdwy Q€ 9|qeL




‘SSIW Jou pjnod HCQC.:‘_MQQD eyl

Ajunyioddo o13a1ens B MBS (DAAI)  SPUBLIDYIBN UM paaide Aljeqo3
uoneradoo) 1oyepn  jeuoneutsju)  diysiouned oidsyens yelq L ¢ paudis sjuawoaIdy /SNOW JO JaquinN
Juawoaide ay) Jo 3uludis eoLy
U} PayDLIISE JUSWIWILIOD [eD1)1]0d z L | Ul pausis suaweaidy /SNOW JO JaquinN
"9INqLIIUOD (saAnenIul 7 )
0} Sy 10} pajuasaid alom saAlzenIUl SOAIBI}IUL JoYeM DYS dY} Oul pajesodiooul
7 ueyy asow ‘uejd HAyS ayy Jad sy soAneniul ¢  aAneniul Jod uonisod | (uejd o13a1ens) 0 pue pajdope suonisod ySY Jo JequinN
- 4 14 saIpniS €
- L L SyuaWaRIdY

(sa1pn3s Juiof ‘syuswaaide ‘(yod)
- 1 L uonoe Jo Ue|d 0 UONDY JO Ue|d) suoisidap julol jo uaquinN

LL/0L0C
@ndinQ [enjoy) J0]JedIpuj aduew.I0L1dd

(T1/11027) 1981
[endy rAVAR}

JdUELIEA 10) UOSEIY

Juijaseg

sjuawadedua |eqo|3 pue epuade uedlyy 1| € d|qel

‘panaiyoe pue pauue|d s}o8ie) pue siojedipul aouewlopad ‘saAdalqo d13a1es ay) smoys ajqe) aduewlopad ay |
:S}931B) pUB SI0JEDIPUI DOUBWIONI
‘A[[eqO|3 pue JUBUUOD UBDLIY Y}

Ul [eJ)e||NW pue [esdle|lq Je SISaIDUI [BUOIIEU SIALIP }| “suonesiuedio pue sjuawnisul uoireladood |elsyejinw pue |esaye| Ajod ‘jelare|iq
43noJy} S91JUNOD USIMII( SDIIN0SAI Jajem UO suole[a. [euoneusaiul adeuew pue ajowoid ‘dojersap Ajedidarens oy si asodind ay] :asoding

NOILVYIdOOI dI1IVM TYNOILYNYILNI -9 INWVIDOYd



QO
(]
Z
>
o2
(]
_I
L
QO
(|
oz
o
z
o
z
Q
<
>
oz
o
i
Z

OBJECTIVES

‘epuage MODWY
S} OJUl 2JOW JNQLIIUOD 0) Sy 3y}
pajqeus Aduaplisald SeoLyy Yinog

BORER
1a1em ay) Joj A3ajens pajepljosuod
e yum dn swod 0] Jspio ul
suoneynsuod  Juipnpul  uaddey
0} Spaau IOM SisA[eue Jayln

‘uonedadxa Ino
puoAaq sjuawaaide ay) jo Suiudis
U} PaYOEIISE) JUSLIILIWIOD [BD1}[Od

9JUBLIEA 10} uoseay

auop saidarens
JO Juawysi|geIse By} 0}
Suipes) () soiyoid 1orepn

(€1/1100)
[enjoy

198ae]
cL/LL

L1L/010T
(ndinQ [en)ay)

Juijaseq

paudAu0D
sduneaw  AMODWY @Yyl Jo JaquinN

payoddns saAneniul A\ODWY a2y JO JaquinN

1eak Jad
payst|qeisa sa1darens A13UNOD Jo JaquINN

1eak 1ad papuedxa o pausijeas
sjuaWINIISUl [esdle[lg SuliSIXe JO JaqunN

R Ul
pajusws|dwi sjuswaaidy /SNOW JO JaquinN

410jedipuj] aduew.ioliad







)
Ll
z
=
oz
Ll
_I
[N
)
oz
o
Z
@)
Z
O
=
S
a4
@)
L
z

OBJECTIVES

"UOI}DNIISUOD JapUN s}asse pue ainjipuadxa Jejndalll
‘JuswiadeurW dnuaAdl UO Jipne payijenb e 0) JowiedsIp ®

WOy panow Sey JIA 9y} 10} JUSWSASIYDE [BNOE By} pue, ssai8oud ut si
J9WIBDSIP,, PEa1 0} POPUSWIE 9Q P|NOYS UOIBWIOJUI dUI[ISEAYL }IPNY "UMOUNUN ypne payiend) JwiedsI upne payijenbun
193pnq anuanal
- %S6 %56 %E6 Isutede Il aNUAAdY %
‘saunpaooud pue 1qep Suipuelsino jsurege
sassaooud Guiuunp ojenbapeu; ‘seouejeq junodoe ul sandsiq %SY %07 %0G Pa)09[[0d ysed Jo ejuadiay

AJ91eIndoe paj|iq slowolsnd
- %6 %06 %S, pasdsidal pue a|qe||iq [[e JO %

pauodal aunyipuadxa Jejndaul

‘syduosaid Juswaeuew ureyd Ajddns jo yuswaoiopus 9C9ISC LOE 9EY spuey 0 uolfjiWw £y JO ONjBA By} Ul UOHONPIY
ajenbapeu| ‘sainpadoid ureyo Ajddns oy eouerdwod uoN alnyipuadxa payodal sased
"2njipuadxa sejnSa.ll s9)N}IISUOD Jeym Jo Suipuelsiapun Jo 3oeT S9SED 6 Ie|NdaLl JO SISED () sosed {7 aunypuadxa tejnda.li Jo JaquunN

“JUBWIBABIYDE %00 | Ul unjnsal suop 19151301
u23(q Sey iom ‘[esauan-lolipny ay) o} uniodal 0y Juanbasgng %16 %001 %001 19sse ajeindoe pue a3a|dwo)) %,

(TL/1107) 1981e] L1L/0L0Z @ndinQ

dURLIBA 10} UOSEY [en)oy ZL/LL |emdy) suljasegq

10JeDIpU| ADULWIOND

judwaeuew [edueuly droidwi of :9°9 3Andalqo d13ayens

(LM) Juswadeuew |eoueuly g€ a|qel
‘panaiyoe pue pauue|d s}o8ie) pue siojedipul aouewlopad ‘saAndalqo o13a1ens ay) smoys ajqe) aduewopad ay |
:S}98J€) pUB SI0JEDIPUl DUBWION

“utuue|d aje1odiod pue ‘UoiEDIUNWWOD ‘S9DIAIS JUSWAGeURW PUE UOEWIOMUI
‘|83 ‘s9ounosas uewny ‘adueuly 3uipn|oul ‘sad1a1as Loddns 2100 pue aoiape ‘diysiapes) Adtjod sapiroid swweldoid uonensiuiwpy :9soding

NOILVILSINIWNAY -1 INWWVIDOYd

[euoi3ay pue juawadeuepy 2INJONIISEIU] JBJBAA ‘UonBISIUIWPY ‘Ajoweu ‘sawweldoid 921y} sey Ayjuj Suipel] Jajepn 9y

ALIINT ONIAVYL JI1IVMN - NOILVWHOANI IONVIWHO4d3dd INWVIDOYd AN




%666

(dVSTNNA) 303(014 uoneuaWSNY

- %00 L %001  WISAS-GNSG  UIdISe]  JOAIY  [BBA
%€
papIeME U9a( dDUIS SeY JOBIUOD) (I-g¢ @seyd
'sodua|eyo [euonniisul pajdadxaun dAIMYO) 19loid uawdojpreq
Aq  pokejop  pleme  joeRUOD) %G %9 SIDINOSIY JAJBAN JOAIY SIUBJIO
Yo’

(weq dooH a( -V aseyd ued

ssaidoud paydnusip seak ayy dAIMIO) 193loid uswdojprsg 109(o1d 4ad se pajejdwod

Suninp sadeddols pue uonoe InogeT %98 %06 SIDIN0SIY IdJBAA DALY  SIUBY|O 109(0ud Jo adejuaniay

(CA VAR X1 T4) LL/0L0Z
[enpy (ndinQ en)oy) 40)edIpU| IDUBWIOND

398.1e] JsureSe adUERWLIONIJ [ENDY auljaseq

a4ndnajseayul jo juawdojaAap 3y} y3noay) asn d1sawiop pue d1wouodd 10y Ajddns 1a)em jo Ajjiqejreae ay) aansud of :1°| AN

Alddns 1a1em jo Ajijigejreay g€ ajqel

‘panaiyoe pue pauue|d s1o8.e) pue sioyedipul douewonad ‘saAndalqo o13a3eas ay) smoys aqe) aouewopad ayy
:S}931B) pUB SI0JEDIPUI DOUBWIONI
"sjasse pue sysii duideuew A|jeoidajens Aq JoUUBL SANDDYS PUE JUSIDIYS UB Ul 2INJDONIISEIAUI

$92IN0SaJ Iajem Mmel y|nq ulejurew pue aesado quawsjdwi 0) 3uipunj 821N0S pue 101105 "BOLJY YINOS 10} S9AId3[(O puewsp a|qeureisns
199w 0} ‘suv)owesed s 9|qe1dodde UIYIIM ‘DINJONJISBAUL S9DIN0SAI JaJem MeJ YN wol) 1ayem Jo Ajddns ajqerjas e ainsua o] :3soding

INAWIDVNVYW FANLONYLSVHINT LV -€ IWIWVIDOYd



O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

Suipuesino |1
uolsida uonejuswaldwy jo pioday

€0 LY Y} UO paMO|[e SsyonJ)
AABBY JO Jaquinu By} UO SJUdPISal
[e20] Aq uonelwi| O} anp |eLidjew
uomndNAsUod Jo A1AlEp pakeja

L1/010¢C
Suninp ssaidoid |enoe 1o9jjRl 0}

paisnipe jou sem g /] 10g 404 1981e]

paousWIWOD A1dAI|DP
adid ‘Jjojoenuo)) 0} J9A0 papuey Al

JdUeLIeA 10} UOSEIY

%0

%0¢C

%l

%01

%9¢

%Cl

(€1/1100)
[en)oy

1981e] jsureSe adUBWLIONID] [EN)OY

%€

%9¢

%l

%19

%9¢

%€l

%0
(dVYMO1D)

(Buisrey we( usauez] pue wed
emjiwemy) 109[0oid  s92IN0say
J9JeAN  JOAIY Qe 10040

%l

(T-S1ww)
SWAYDS  Jajsuel]  1UIBN-I00WN

%0

(weq weljjimue|D
jo 3uisiey) 129(old S9DIN0OSAY
J9JBAN  JOAIY  wiood  SAUBHIO

%91

(weq alowjazeH ay} Jo
Suisiey) juswdojaraq JoAry NO|pW

%C

(dVSYMY) 18l01g
uonejuaWany AWaYDS I9IBAN [JeLoy

%8
109014 uoneyULWdNY

(1soMm) JoATY 9|1pO20.17) pue O|O)OW

L1/0102
(ndinQ [en)ay)
aulpaseyq

10JedIpU| ADULIOLI]

a4ndnajsesyul jo juswdo[aAap 3y} y3noay asn d1sawop pue d1wouodd 10) Ajddns 1ayem Jo Ajiqe|reae ay) a4nsud of :1°| IANI3IqQ 2133rens




9JUBLIEA 10} Uoseay

2102 AInf Aq J9pIA0Id 9D1AIDS
2y} Jo Juswjulodde pue z10g
Keyy  Jopua] 9y} osiIeAPY

‘leroidde

10} VAHT 24y Ag DMHT 2y 03
_uwt__(:Q:m w@ (0)] Lm_ucw._. _mc_u_

Salpn)s auljaseq

"PaAIDDaI SpIq BY) Ul
s3uiwooyoys [ed1uyda) ay) Jo
dWOS Ssaippe 0) se 0s A|n( ul
9 01 NN 21 Jo usunuiodde
ay Jey (vad1 Awoyiny
wawdojprsg spue|ydiH
01097 9y} yum paaide snf
oARYy  (DMHT) UOIssiwWo)
1a1eAN SpuejySiH oyiosa ayL

(NWd) Hun uswadeueyy 109(oig

(CL/1102)
[enoy

pajutodde siaudisaq

1/ 1100
1981e]

1981e] jsureSe dduUBWLIONId] [EN)OY

0Yj0Sa7 PUe WSy JO SIUDLIUIIAOS
Aq |eaoidde oy papiwqgns ¢
aseyd dMHT uo Jusawaaldy yeiq

LL/010T
(ndinQ [en)ay)
auijaseg

ue|d
109(oud 1ad se pajojdwod
109(0ud Jo adejuaniay

40jedipuj aduew.oyiad

aanjonuajseyui Jo JuawdoaAap 3y} ySnoay) Isn d1sAWOP pue d1wouoda Joy Ajddns 133em jo Ajjiqejieae ay) 3insud o] :1°| ARIRIqQ d1Sanens




O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

S$3Se} adueuajulew
aullnol pue HCQEQ_QE_ 0} SaWwayds
uo gels WRQO pa||Pis Jo adenoys

1OBAUOD) SDUBUIUIRIA
jo awjulodde ayy ur  skejpg

(duijadid euosesepy
UO  UOM  BIXJ)  SIDUBISWINDIID
udsalojun 0} anp adods Jo UOISUAX]

Heys
ued uonONASUOd 2I0joq [eroidde
[ELIRISIUIN  pUB  (V[J) JUSWISSISSY
1pedw|  [euswuodiaug  adinbay

JUSWIUOIIAUD S|(eIONE}
0} anp papasdxa ssasdoud 109foiy

"919|dwod Aj1eau aie sYIoM [IA1D)
Ay} 2ouls s} pajejas pue ssaidoid
[[esono Sunoedwi s)oe;UOD [BUISIXD
9d1e] om] Jo Suipieme pade;p(q

papieme Ja4 jou
J1LM-£6¥0M PUB F1M-9670M Sp!d

‘pawwesdoid ueyy JLomojs

Suissai8oid  JIAA-0EEOM  10BAUOD

Pa2USWIIOD S}OBNUOD [€D1103]]
/[ed1ueyay 1oy sassaoo.d Japua ‘jo
paxonry sypofoud juswade|das 4yo

9JUBLIBA 10} Uoseay

Y% CS

%SL

%0

% €6

%16

%0C

%8S

(Z1/1107)
[enjoy

1981e] jsureSe ddouLWLIONId] [EN)OY

%SL

%6

%0¢C

%C6

%86

%LT

%6.

%S
%9~

Bqe19T S|PPIN

Y%Ll
uonnqIsI J9¥epN Bqela 1ean
%18

QWIAYDS I9JeM [BUOISDY aMN|yn|H

%€L

SHIOM Jua]eal] J9JeAN mv_m>c_

%0
auijadid ruopueN
%69

uonnqLisip pue
SYIOM JUDWIEDI} J9JeM IUOPUEN

LL/0LOT
(ndinQ [en)ay)
w:__wmmm_

swuwesdoud
9dUBUSJUIBW DINJONIISEIUI
2y} jJo uonejuaws|duwy|

‘ueld
uoneyuawa|dwi 309(oid
oy} Jad se Joafoud ay3 jJo

uons|dwod a8ejuadiay

J0jedipuj aduew.ioy1ad

aJnjonajsedjui Jo juswdo]aAdap Yy YSnoay) asn d13sawop pue d1wouodd Joy A[ddns 1a)em jo Apjiqejieae ay) ainsud oj :|°| 3ANnda3lqQ d18ajens




Ayoeded
agdenoys

[e21Uydd)  |euwsdul  JO

S9DIAIDS dSd Jo Suinoouad ul Aejag

Ayoeded

[edluyoa)  |euldul  Jo  agdeuoys

S9DIAIDS dSd Jo unnoouid ul shkejag

ainipuadxa uo
paseq Apoatiooul alom saundiy 198ie]

9JUBLIBA 10} Uoseay

%001

‘paje|dwod usaq sey |eue))
UISJUOPIB|A By} UO { pue g
SUONJdS  JO  uolelIIqeyay

‘parojdwod
sem auljpdid  oyous[ 0}
Q0JSOAN 9yl U0  Siaquieyd
dA[EA 9Y) JO uonel|Igeyal
oyl ‘paredwod aem SAAD
soojwen) ay} uo spsfoid ¢

weq HoododLe uid)y|
we( JUIAN 9p Isny
we odajoyy

we( aueyseyse

(Ad) 1eaA [eroURUL IO} SWUEP
¥ palelljiqeyal swep Q.

%99

(€L/1102)
[enjoy

1984e] jsureSe 3duUBWLIONId] [EN)OY

%001

%04

19sn uayem 0} Ajddns
9DUBINSSE JO [9A9 %00L JO ddouelnsse 93ejuadiad

padojanap swalsAs
9 90UBASAUOD) JO JAQUINN

paio|dwod
s1oafoid uoneyjiqeyal
44 wep Jo JaquinN

(ddsa)

awweidoid uonelljigeyay
Kjones we( s3opjoeq
doUBUSIUIEW 9DNPaJ O}
(eseyd uononisuod 4o
ugisap) ssaidoud ui syafoud

%08 uonell|igeyal wep [e10]

LL/010T
(ndinQ [en)ay)
auijaseg

40jedipuj aduew.ol1ad

aanjonuajseayui Jo Juawdo]aAap 3y} ySnoay) Isn d1sAWOP pue d1wouoda Joy Ajddns 133em jo Ajjiqejieae ay) 34nsud o] :1°| 3ARIRIqQ d1Sajens




O
[
Z
>
oz
[
_I
L
QO
(T
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

paynuspl alom (W 000 0§
uey) aiow Jo Ajoeded ayy pue ydiy w G
9AOCE [[BM WEP B UIM Swep UOW §61 8Tl 6985 Ys1 A12Jes 10) palyuapI sWep Jo JSquINN

190110 A19yeS Weq s Sa01O
|[euoiday Aq pauisse[d 193 swep |y}
JUSWIUOIIAUS PUE L)|eaY ‘AJojes aulIa)ap 0}
uaeMapUN SI $s9004d UONEDIJLIDA BY) DY |6 a4 10S paljisse[d sl A19Jes B YIIM SWep Jo JaquinN

(T1/11L00) 1/ 1100) R
JdueLIEA 10} UOSEY [enPy 1odel @ndinQ [eny) J10}BDIpU| IDUBWIONI]

393.1e] JsureSe adUBWLIONIJ [ENDY auljaseq

a4nonJjsedyul jo juawdojaAap ay) y3noayj asn d1wou03d pue dnsawop 10y Ajddns 1ayem Jo Aijiqejieae ay) ainsud of :|°| dANI3IqQ d133eNS

asn onsawop 10} A|ddns 1ayem jo Ajljiqe|ieay € 9|qeL

"panaiyoe pue pauue|d s}o8iey pue sioyedipul aouewlopad ‘saandalqo o13a1ens ayy smoys a|qe) aouewlopad ay|

151938} puUE SI0}eDIPUl DUBLION

"201)j0 peay ay) 1e 3umis swweldold Juswadeueyy [BUOIZY BY} JopuUN Pajeulpiood

ale pue saduIA0Id JuaIBYIp Ul Pa)eDO] SO1JJO [euoIdal dulU JO sas1IdWoD Ajurew J| “S9RIUNWWOD Ag 21N}ONJSeljul 19Yem 0} $s9d0. 3uljela|ad0e

Se ||om Se Judwadeuew PUBLUDP PUB UOIBAIISUOD Jayem Suijeli|1oe) ‘SUOIINHISUl JUSLIDSBUBWU S9DIN0SAI J91eM JO Juawyst|qelsa ayi uipn|oul
[9A9] Jeuoidal e Je saAdalqo pue sanuold d1dajens sjuswiedaq ayy Jo uonejuswa|dwi aAndaYs sayeulplood swweldold ay] :asoding

(3LM) INTFWIDVYNVYW TYNOIDIY € IWWVIDOUd




159\ YLON
9Yl Ul ODLIBIN 1S9AN 9IpOd0ID) pue

ododwi] ur ojojoW se yons seae ©DSO| pue 9ZNYIeYWN ‘s|assi uef
paynuapl Jayo o ssasdoud oy Suisuaoi| A1os|ndwoo 1oy passasse
pa10ayje 193pnq ay1 Jo aseajal ale| ay | € G € seale JuawAGeuBW JajeM JO JAQUINN

13Jem Jo uonedo|e ayy paroiduil
UONEDIJLIDA pUB UONEPI[EA JO SSad0.d
9y} pue paAledal  suonedijdde
JO Jaquinu 8y} uo juspuadsp s
S|gH ©1 Jojem Jjo uonedoje Byl W €9] 867 TS Jww ¢ [ww g S|dH 0} Pa)ed0|[e JaJeM JO SWINJOA

T1/11L00) 1/ 110D) AN
JdUueLIEA 10} UOSEY [enPy 1o8e1 @ndinQ [enpy) 10}BDIpU| IIUBWIONI]

auljaseq

398.1e] JsureSe adUBWLIONI] [ENDY

yoaw A10)e[n3a.t ySnoay) uonedojje 1ayem ui A3nba aroidwi oj g 4s

swisiueydaw Aloje|ndas y3nouyy uonedo|e sayem ui Aunby  :9¢ a|qel

UONEN|BAS dY) paAe[ap SJUSI|D WOy

s)sonbas  Jayuny pue  suoneoidde %S S9INMNSUOD
Sl U0  UONHBWLOJUI JUDIDIYNSUI  YDIYM  S[enplAlpul  pagdejueApesip
pue USALID puBWSp ale $90USdIT  A||BD1I0ISIY O} Panssl saduadI] €6 9T 880 L S|QH 0} PaNss! s9DUADI| JO JaquinN

@L/110 1/ 110D) T
JJUBLIBA 10} UOSEIY ey 1o8eL (@ndinQ [enjy) 10yedIpUy]

ureSe 3dUBWLIONIJ [ENOY aulseq

swisiueydaw A10yen3ai ysnoayy uonedoje 13yem ui Aunba anoadwi oj :¢°z aandalqO 21833ens

swisiueydaw Aloje|ndal y3nouyy uomedo|e sayem ul Aunby g€ 9|qeL



SIIRJJY/ [BJUSWIUOIIAUT JO JUSL

- -ueds@ ayy 0) patdjsues) uondUN{ 8 00€ pajeatd sqol jo laquuny
€ce

SIIeJjy/ [BJUSWIUOIIAUT JO JUDW pates|d

- -uede@ oyl 0) palldjsues) UONdOUN i Lf 000 + (ey) (onenbe) saselay jo JaquinN

Sllej}y |ejuswiuodiAug JO Juswl

- -uede@ oyl 0) palldjsues) uoNDUNY  GEQL 0001 pareasd sqol jJo taquinN|
SIIeJ\/ [BJUSWUOIIAUT JO JUSW paJes|d
- -peda@ oYy 0} patldjsuely uonound 0¢S /t 000 OF (BY) (JerIsaLa)) Satelday Jo JaquinN

LL/010T
BA 10} UOSEY 198.4e] JsureSe dURWLIONI [EN)OY (ndinQ [enyoy) 10}ED1puU| DUBWLIO)

auijaseq

O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

$924n0s34 J3)em Jo Judwadeuew 3y} noidwi o) :/ g 9And3lqo d1Sajens

JedA [e1dURULY BY) JO Jalenb 1si1) Sy} JaYje Silejjy [BIUSWIUOIIAUT JO Juawlieda(] Sy} 0} paAoWw a1am d|ge) 3y} ul s}adie) ay] :gN

(L) $92IN0SaI J9JeM JO Juawadeuey g€ 9|qel

191eM JO awin|oA Y31y e 3uisn alom
ssao0ud UOIEDNLIDA puB UONEPI|eA
ydnouayy payednseaul saiuadoid ayy W 796 €60 7€ <W uolfjiw 7| ¢W uol|iw Og uonONPaJ SSO| J9YeM JO SWN[OA

(T1/11L0D) 1/ 110D) NG
JdueLIRA 10} UOSEIY [enPY 1o8ey gndinQ [enjy)

3a8.1e] Jsurege aduUERWLIONII] [ENDY duljaseq

Aouadiyyd asn 1ayem aroidwy of :9°g saAndalqQ 2133rens

Adua1o1jo 9sn Jajem /¢ 9|qeL




paynuap! a1om swep
umouun Ajsnoiraud Jo sequinu a8ie| e aseym
9Je)§ 9914 9y} Ul alom swep ay) Jo Ajuolew ay|

paAIadal
suonedijdde asuadi] ayy uo juspuadep si sy

JdUELIEA 10} UOSEIY

OLL

89

S0l

Lcs

(TL/1102) (TL/ 110D)
[eny 198ae]

1reSe aduUBWLIONI [e

8/C Juawiydyed Jad pannuapl swep Jo JaquinN

<66 | pastioyine siasn JajeM JO JoquinN

LL/0L0CT

(ndinQ [enjoy) J0jedIpu| IdueWLIoLId]

auljaseq

onestioyne asn Jdyem aroadur of :¢°¢ aandalqo d13ayens

(JLAA) uonslioyine asn J31eAA

‘6¢ 9|qeL



O
[
Z
>
oz
[
_I
L
QO
ez
o
Z
o
Z
Q
<
=
oz
o
L
Z

OBJECTIVES

payodal pue pa1ind20
Jey) syuapioul uonnjjod ayy uo Juspuadap st siy|

pastioyine aq 0}
syutod 981eydSIP 9)SEM DY) DUILLIDIOP O} PIAISIDI
suoneoijdde jo Jaquinu ay} uo yuspuadap si siy|

paA1aoas suonedijdde
JO Jaquinu ay}) uo juspuadep aie suolesLoyINy

SUOIIPUOD Jayjeam peq
0) anp 9|qIssadde jou a1am syuiod Suijdwes swog

ddUELIEA 10} UOSEIY

LSV 68¢
89 (493
€6 L 696 €
LS © vl v

(TL/1102) (TL/ 11L0D)
[en)oy 1984e]

uwm‘_ﬂ._. um:_mmm 9Jdueulio}iad jenjdy

pajnpuod si

1€ uonoadsur uonnjjod aieym saulw Jo JaquinN
51 pastioyine syutod a81eyosip a)sem Jo JaquinN
G719 ¢ paioyiuow syutod ad1eyasip ajsem Jo JaquinN
VA JRS paJoyuow syutod Suijdwes jo saquinN

LL/0L0C
(ndinQ [enjoy) J0jedipuj IdueWLI0Id]
auijaseg

JudWddI0UR pue SuLiopuow ‘@dueljdwod ySnoayy Ayjenb 1ayem yo uonengau ay) aroadur ‘€ 9An23[qQ d1391enS

(3LM)ANenb Ja1em jo uonenday 0¥ 9|qeL



PART 3: ANNUAL FINANCIAL
STATEMENTS

3.1: AUDIT COMMITTEE REPORTS

3.1.1: REPORT OF THE AUDIT COMMITTEE
(MAIN EXCHEQUER ACCOUNT (VOTE 38)

3.1.1 Report of the Audit Committee (Main Exchequer Account -
Vote 38)

REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL STATEMENTS FOR
THE YEAR ENDED 31 MARCH 2012

The Audit Committee comprises the following members:-

Name of Member Number of Meetings Attended

Ms S. Thomas (Chairperson) 9
Mr ) A Boyd 5
Mr W.J.L du Preez 9
Mr K.D. Nkadimeng 9
Mr J Motha 8
Ms H Kabini — Zondo 4
Mr Maxwell Sirenya (Director General) 1
Mr Trevor Balzer (Acting Director General) 4
Ms Thandeka Mbassa (Acting Director General) 2

During the year under review the Audit Committee held six normal meetings and three special
meetings.

Mr Boyd and Ms Kabini — Zondo resigned during September 2011. Three new Audit
Committee members, Ms Rejoice Maphumulo, Mr Thiru Mudaly and Mr Mamokwana Mpai,
were appointed on 29 March 2012. These appointments were accepted by the members in
April 2012.

Ms Mbassa represented Mr Balzer at Audit Committee meetings when Mr Balzer was not
available to attend. Mr Balzer’s term of acting ended on 5 December 2011, and the current
Director General Mr Maxwell Sirenya assumed duty in January 2012.

AUDIT COMMITTEE RESPONSIBILITY

The Audit Committee reports that it has complied with its responsibilities arising from Section
38(1)(a) of the Public Finance Management Act (PFMA), 1999 (Act No.1 of 1999) as amended
by Act No.29 of 1999) and Treasury Regulation 3.1.13. The Audit Committee also reports
that it has adopted appropriate formal terms of reference as its Audit Committee Charter, has
regulated its affairs in compliance with this Charter, and has discharged its responsibilities as
contained therein.



3.1.1: REPORT OF THE AUDIT COMMITTEE

(MAIN EXCHEQUER ACCOUNT (VOTE 38)

The Audit Committee has addressed itself to the financial statements of the following unit
during the period under review:

° Vote 38

INTERNAL CONTROL

The system of internal control was not effective for the year under review, as compliance with
prescribed policies and procedures were lacking. During the year under review, instances
of non-compliance were reported by the internal and external auditors that resulted from a
breakdown in the functioning of controls. The weaknesses reported previously have not been
fully and satisfactorily addressed, and the impact thereof is reflected in the annual financial
statements.

The Minister has appointed a business process review committee during July 2011. The
scope of work of the committee includes the review of financial management and the overall
systems, including information technology. The review process has started and the business
process review committee will report to the Department on an on-going basis to ensure that
agreed recommendations are implemented within the shortest possible timeframes.

RISK MANAGEMENT

The Department has developed and approved a risk management strategy. This strategy is the
foundation for a continuous risk assessment process and for management monitoring of risks
on an ongoing basis.

INTERNAL AUDITING

Internal auditing provides a supportive role to management and the Audit Committee to
achieve their objectives by assisting in the management of risk within the Department

The Internal Audit Directorate is responsible for independent and objective evaluation of
the Department’s system of internal control at a detailed level and to bring any significant
business risks and exposure to the attention of management and the committee through the
provision of comprehensive internal audit reports.

As part of their mandate, the business process review committee will make recommendations
on the restructuring of the Internal Audit, including making recommendations on the capacity
requirements.

MATTERS REQUIRING SPECIFIC MENTION

The committee notes with concern, the Auditor-General’s Qualified Audit Opinion on the
financial statements of the Main Account. Management will be required to continue with the



implementation of corrective action to address the concerns raised by the Auditor-General
that gave rise to the above-mentioned opinion. Stability in Senior Management is critical in
driving the key corrective action plans to address key weaknesses

EVALUATION OF FINANCIAL STATEMENTS

The Audit Committee concurs and accepts the conclusions of the Auditor-General on the
annual financial statements and is of the opinion that the audited annual financial statements
be accepted and read together with the report of the Auditor-General.

Ms S. THOMAS
DATE:
CHAIRPERSON OF THE AUDIT COMMITTEE




PART 3.1.2: REPORT OF THE AUDIT

COMMITTEE (WATER TRADING ENTITY)

3.1.2 Report of the Audit Committee (Water Trading Entity)

REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL STATEMENTS FOR
THE YEAR ENDED 31 MARCH 2012

The Audit Committee comprises the following members:-

Name of Member Number of Meetings Attended

Ms S. Thomas (Chairperson) 9
MrJ A Boyd 5
Mr W.J.L du Preez 9
Mr K.D. Nkadimeng 9
Mr ] Motha 8
Ms H Kabini — Zondo 4
Mr Maxwell Sirenya (Director General) 1
Mr Trevor Balzer (Acting Director General) 4
Ms Thandeka Mbassa (Acting Director General) 2

During the year under review the Audit Committee held six normal meetings and three
special meetings.

Mr Boyd and Ms Kabini — Zondo resigned during September 2011. Three new Audit
Committee members, Ms Rejoice Maphumulo, Mr Thiru Mudaly and Mr Mamokwana Mpai,
were appointed on 29 March 2012. These appointments were accepted by the members in
April 2012.

Ms Mbassa represented Mr Balzer at Audit Committee meetings when Mr Balzer was not
available to attend. Mr Balzer’s term of acting ended on 5 December 2011, and the current
Director General Mr Maxwell Sirenya assumed duty in January 2012.

AUDIT COMMITTEE RESPONSIBILITY

The Audit Committee reports that it has complied with its responsibilities arising from
Section 38(1)(a) of the Public Finance Management Act (PFMA), 1999 (Act No.1 of 1999)
as amended by Act No.29 of 1999) and Treasury Regulation 3.1.13. The Audit Committee
also reports that it has adopted appropriate formal terms of reference as its Audit Committee
Charter, has regulated its affairs in compliance with this Charter, and has discharged its
responsibilities as contained therein.



The Audit Committee has addressed itself to the financial statements of the following unit
during the period under review:

. Water Trading Entity

INTERNAL CONTROL

The system of internal control was not effective for the year under review, as compliance
with prescribed policies and procedures were lacking. During the year under review,
instances of non compliance were reported by the internal and external auditors that
resulted from a breakdown in the functioning of controls. The weaknesses reported
previously have not been fully and satisfactorily addressed, and the impact thereof is
reflected in the annual financial statements.

The Minister has appointed a business process review committee during July 2011. The
scope of work of the committee includes the review of financial management and the
overall systems, including information technology. The review process has started and the
business process review committee will report to the Department on an on-going basis
to ensure that agreed recommendations are implemented within the shortest possible
timeframes.

RISK MANAGEMENT

The Department has developed and approved a risk management strategy. This strategy is
the foundation for a continuous risk assessment process and for management monitoring of
risks on an ongoing basis.

INTERNAL AUDITING

Internal auditing provides a supportive role to management and the Audit Committee to
achieve their objectives by assisting in the management of risk within the Department

The Internal Audit Directorate is responsible for independent and objective evaluation of
the Department’s system of internal control at a detailed level and to bring any significant
business risks and exposure to the attention of management and the committee through the
provision of comprehensive internal audit reports.

As part of their mandate, the business process review committee will make
recommendations on the restructuring of the Internal Audit, including making
recommendations on the capacity requirements.




PART 3.1.2: REPORT OF THE AUDIT

COMMITTEE (WATER TRADING ENTITY)

MATTERS REQUIRING SPECIFIC MENTION

The Audit Opinion has improved from a Disclaimer Audit Opinion in the previous financial
year to a qualification. Management will be required to continue with the implementation
of corrective action to address the concerns raised by the Auditor-General that gave rise to
the above-mentioned opinion and to improve on the current year’s qualification. Stability
in Senior Management is critical in driving the key corrective action plans to address key
weaknesses

EVALUATION OF FINANCIAL STATEMENTS

The Audit Committee concurs and accepts the conclusions of the Auditor-General on
the annual financial statements and is of the opinion that the audited annual financial
statements be accepted and read together with the report of the Auditor-General.

Ms S. THOMAS
DATE:
CHAIRPERSON OF THE AUDIT COMMITTEE



3.2: MAIN ACCOUNT VOTE 38
3.2.1: DEPARTMENT OF WATER AFFAIRS VOTE 38

REPORT OF THE ACCOUNTING OFFICER
FOR THE YEAR ENDED 31 MARCH 2012

3.2.1 Report of the Accounting Officer

Report by the Accounting Officer to the Executive Authority and Parliament/
Provincial Legislature of the Republic of South Africa.

1 General review of the state of financial affairs

1.1 Important policy decisions and strategic issues facing the department

In 1994 only 59% of our people had access to clean and safe drinking water and have now
reached a national average of 94.7% access to basic water services (an increase of 35.7%).
The backlog now stands at 5.3% (710 000 households compared with 3.9 million households
in 1994). Despite this progress there are still many rural areas and informal settlements
close to urban areas which are without water. Furthermore, there are still many areas where
post-1994 infrastructural deficiencies are still characterised by a lack of access to water due
poor maintenance and operational problems. The provision of services to the remaining 5.3%
of the population will require a special intervention from 2012 going forward.

In order to ensure that the water policies support the goals of the democratic developmental
state a policy review will be undertaken in 2012 and in parallel a review of the National Water
Act, the Water Services Act and the Water Research Act. The streamlining of the legislation
will ensure that they effectively serve the purposes of the developmental state in relation to
water services, economic growth and development.

The Department will continue working with the Departments of Environmental Affairs and
Mineral Resources to implement an integrated authorisation process that will cover water use
licences, environmental impact assessment authorisations and waste licences with a view to
later integrating further permits to streamline the regulatory processes.

1.2 Significant events that have taken place during the year

Following the Cabinet approval of the Inter-Ministerial Committee (IMC) report on the findings
of the Team of Experts on “Mine Water Management in the Witwatersrand Goldfields with
Special Emphasis on Acid Mine Drainage (AMD)”, the Minister on 06 April 2011 issued a
directive to the Trans-Caledon Tunnel Authority (TCTA) to implement the immediate and short
term solutions for treatment of AMD in the Western, Central and Eastern Basins.

On 21 June 2012, South Africa signed an agreement with the Democratic Republic of
Congo. This agreement enabled the transfer of funds from the African Renaissance Fund
to be transferred to Randwater, who was appointed to implement the identified projects in
Lubumbashi and Likasi.

On 11 August 2011 an agreement was signed with the Government of Lesotho for the
implementation of Phase 2 of the Lesotho Highlands Water Project (LHWP). The project
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FOR THE YEAR ENDED 31 MARCH 2012

comprises the construction of the Polihali Dam and transfer tunnel to the Katse Dam which
will augment the supply of water to the Vaal River system. The Trans-Caledon Tunnel Authority
(TCTA) has been directed to drive the implementation of the project through the Lesotho
Highlands Water Commission. Water will be delivered by 2020.

South Africa as President of African Ministers Council on Water (AMCOW) made significant
contribution to the work of AMCOW by giving leadership which strengthened the AMCOW
governance model on the financial regulations and staff regulations. This was achieved
by providing the resource person who assisted the AMCOW secretariat in drafting these
regulations. South Africa also gave leadership in the preparation of a Triennial Workplan
which has instilled donor confidence in the programmes of AMCOW.

The Department facilitated a workshop on water between South Africa and Japan wherein
the water sectors of both countries came together, shared and exchanged vital technical
information and opportunities. This led to a signing of a joint resolution between South Africa
and the Japan Ministry of Land, Infrastructure, Transport and Tourism (MLIT) to encourage and
strengthen mutual cooperation in the field of water.

A partnership arrangement has been entered into with the World Economic Forum (WEF) a SA
Strategic Water Partners Network (SWPN) has been established, focussing on water efficiency,
supply chain with a focus on agriculture and water quality.

During 2012 the Department will investigate how best to structure the economic regulation
not only of the delivery of water services, but water resources as well. The correct pricing of
water is an important element, recognising the real cost of delivering water in a water scarce
country, and therefore the raw water pricing strategy will also be revised.

Following a review of the institutional arrangements in the water sector, to see how the public
institutions are best configured to deliver on our mandate, a decision has been taken to
proceed with the establishment of the nine (9) Catchment Management Agencies (CMAs) as
opposed to 19.

An investigation is also currently underway on the possible restructuring of Water Boards to
ensure that they are able to fund and develop the necessary bulk water services infrastructure,
and also to support municipalities, particularly those that require immediate intervention.

Part of this will include expanding footprints of the restructured Water Boards enabling the
cross-subsidisation of, and service delivery in particularly poor rural areas.

1.3 Major projects undertaken or completed during the year

During the 2011/12 Financial Year the Department completed a total of nine (9) regional
bulk schemes comprising of two (2) Waste Water Treatment Works (WWTW), three (3) Water
Treatment Works (WTW) and four (4) Bulk Water Supply Schemes (BWSS).



The Department has and will continue to invest heavily in the maintenance and construction
of bulk water supply infrastructure over the next two years.

We expect to complete among others, Phase 2A of the Olifants River Water Resources
Development Project in the Limpopo province which is the completion of the construction
of the dam wall at the De Hoop Dam. In addition, the Crocodile Water Augmentation Project
Phase1 — which comprises the construction of a pump station and a 46 kilometre pipeline that
will deliver water from the Mokolo Dam to the Medupi Power station and for the expected
growth in the Lephalale Municipality is also to be completed this year (2012) at a cost of
R2.077 billion. The Komati Water Augmentation Project will supply water to Duvha and
Matla Power stations, this will also be completed this year.

In KwaZulu-Natal, the Mooi Umngeni Transfer Scheme 2 along with the construction of the
42 meter high Spring Grove Dam and the associated transfer schemes will supply water to
about 5 million people and the industrial sectors in the Durban and Pietermaritzburg areas.

In the Western Cape, resource poor farmers will benefit from the Olifants- Doorn River Water
Resources Project, which comprises the raising of the Clan William Dam by 13 meters, to
provide additional water.

Our regional bulk water infrastructure programs are well on course. An investment of
R 2.23 billion will be made in the 2012/2013 financial year. This includes the construction of
43 regional bulk scheme-projects that are currently ongoing. Twenty seven (27) of these are
in the rural parts of our country while 16 are in urban areas.

1.4 Spending trends

1.4.1  Reasons for under-spending

The Department spent R8 164 906 000 of the total allocation of R9 028 319 000 which
represents 90.4% total spending of the Department.

The remaining 9% of the under expenditure is mainly due to the following:

e Unfilled vacant post including OSD posts which represent 21% (R169 m of R784 m) of
under expenditure.

*  An allocation of R250 million could not be spent on Acid Mine Drainage (AMD) due to
unforeseen delays in finalising detailed design/concept of infrastructure .

*  An allocation of R209 million could not be spent on Water Services Projects such as
Nandoni Pipeline, Hluhluwe and Inyaka because approval of service provider took
longer than anticipated.

e An allocation of R20 million could not be spent on Moutse Bulk Water Supply because
the payment could not be captured before the payment cut-off date.

e Anallocation of R18 million to refurbish ailing infrastructure could not be transferred to
Bushbuckridge Water Board before the cut-off date
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e An allocation of R34 million could not be spent in respect of Business Process Review
(BPR), because the committee was appointed in the middle of the financial year .

e Anallocation of R3,7 million could not be spent due to number of planned international
engagement that could not take place due to political dynamics and postponements in
certain countries.

Comparisons of expenditure between the 2010/11 and 2011/12 financial year

In comparisons with the 2010/11 financial year when 96% of the appropriated amount was
spent, only 90.4% was spent in 2011/12.

The Percentages per programme were as follows:

2011/12

Administration 88.9%
Water Sector Management 60%
Water Infrastructure Management 100%
Regional Implementation and Support 91.6%
Water Sector Regulations 81.1%
International Water Cooperation 80.2%
TOTAL 90.4%

1.4.2  Actions taken or planned to avoid recurrence

To strengthen the project management and contract management capacity within the
department (as well as in the municipalities) and to improve on the governance structures
that will assist with the monitoring of the expenditure on a continuous basis; the department
has established Budget Committee that will quarterly review the expenditure against the
performance and the service delivery.

The department has also established the CAPEX committee that will oversee and monitor
all projects under work in progress. In addition to the internal arrangements put in place,
the department has constant engagements with National Treasury where both parties meet
quarterly to review the expenditure against the progress on the projects.



1 Virement

3
Programmes Adjusted |\ ent Final Actual Available
8 Appropriation Appropriation | Expenditure Budget

Administration 869 065 9314 878 379 78 1491 96 888
titer SEeior 882 151 (29 800) 852 351 511807 340544
Management

Water Infrastructure 2384963 ; 2384963 2384020 943
Management

Hegonal lnjplaneriiion 4753659 20486 4774145 4375501 398 644
and Support

Water Sector Regulations 112 370 - 112 370 91 153 21217
(RTINS 26111 - 26 111 20934 5177
Cooperation

TOTAL 9028319 - 9028319 8164906 863 413

Reasons for virement

e Anamount of R29, 8 million was shifted from Programme 2: Water Sector Management
to Programme 4: Regional Management to Prevention and Mitigation Disaster and to
capacitate Irrigation boards and Water User Associations.

e An amount of R9,3 million was shifted from Programme 4: Regional Implementation
and Support to Programme 1: Administration in respect of office accommodation in
the regions and for the establishment of National Water Advisory Committee (NWAC)
co-ordinated by the office of the COO.

2 Service rendered by the department

The main services rendered by the Department relate to:

e Ensuring the availability of water at a national level to facilitate equitable and sustainable
socio-economic development;

e Ensuring the effective and efficient supply of water services at a local level; and

e Ensuring compliance, monitoring and enforcement in terms of the National Water Act
and the Water Services Act.

The Department also rendered services in support of the municipalities. These services are
provided in greater detail as reported under Programme 4.
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2.1 Tariff policy

The policy framework for charging for the use of water resources is set out in terms of Section
56 to 60 of the National Water Act, 1998 (Act No. 36 of 1998). The current Pricing Strategy
was approved in 2007.

The Department is in the process of reviewing the Raw Water Pricing Strategy to enhance cost
recovery. The Pricing Strategy outlines objectives, methodology and the implementation plan
for setting water use charges for the purposes of:

e funding water resource management by the Department and water management
institutions, through water use charges, Section 56 (2)(a) National Water Act, 1998
(Act No. 36 of 1998);

e funding water resource development and use of waterworks by the Department and
water management institutions, Section 56 (2) (b) National Water Act, 1998 (Act No. 36
of 1998);

e achieving the equitable and efficient allocation of water, through a charge hereafter
referred to as the “economic charge”, Section 56 (2) (c) National Water Act, 1998
(Act No. 36 of 1998);

e providing for a differential rate for waste discharges, hereafter referred to as the
Waste Discharge Charge System (WDCS), Section 56 (5) National Water Act, 1998
(Act No. 36 of 1998)

Water Resource Management Charges

These charges are intended for the recovery of costs of performing water resources
management activities, such as planning, implementing catchment management strategies,
monitoring and assessing water resource availability and use, water use allocation, water
quality management, water resources protection. These charges are determined and applied
per Water Management Area (WMA) and include charges for:

o domestic and industrial use;
° agricultural (irrigation) use; and
e stream flow reduction activities (forestry).

Water Resource Infrastructure (scheme) charges

These water use charges relate to raw water supplied to water users from infrastructure funded,
managed, operated and controlled by the Department and include:

e Operations and Maintenance (O&M) Charges: these charges cover the costs for
operating and maintaining water resources infrastructure;

e Depreciation Charges: these charges cover the costs for carrying our refurbishment;

e Return on Assets (ROA) Charges: these charges cover the costs of performing upgrading
(betterment) of water resources infrastructure.



All three (3) elements of these charges are applied to domestic and the industrial water use
sector, currently only O&M and depreciation charges are applied to the irrigation sector.

Off-budget Scheme Charges

The Trans-Caledon Tunnel Authority (TCTA) is currently used as a Special Purpose Vehicle
(SPV) to fund and implement the construction of water resources infrastructure. Funding for
these projects is raised “off-budget” from capital markets and banks. The Pricing Strategy
makes provision for the TCTA to determine the unit charges (tariffs) to be applied in order to
repay the loans. The Department collects revenue on behalf of the TCTA and in terms of the
agreements is required to cover the costs of any under recovery.

Water Research Levy

The activities of the Water Research Commission (WRC) are through the Water Research Levy
as provided for in the Water Research Act. The levy is determined annually by the WRC with
the concurrence of the Executive Authority and is payable by all water users.

Waste Discharge Charges

While the Pricing Strategy makes provision for the application of a Waste Discharge Charge
System (WDCS) as a charge to mitigate the effects of water-bourne waste on river systems,
these charges have not as yet been determined.

2.2 Free Services

Various technical and administrative support services were provided to water services and
water resources institutions. These services vary over a wide range of activities but mostly
around support such as the provision of information to municipalities, the media and public.

Booklets, guidelines and pamphlets were distributed free of charge to municipalities, civil
society and NGOs working in the water sector. Free training was also provided to operators
of water and wastewater works, councillors and water board members. Planning was done
to assist municipalities in planning for their water resources and water services requirements.
All of these services were done in addition to participating in inter-governmental activities.
None of these would however generate any significant revenue had a tariff been charged.

2.3 Inventories

Expenditure on inventories amounted to R48 703 as at 31 March 2012. These are reflected as
Note 6 of the Annual Financial Statements.




3.2.7: DEPARTMENT OF WATER AFFAIRS VOTE 38

REPORT OF THE ACCOUNTING OFFICER
FOR THE YEAR ENDED 31 MARCH 2012

3 Capacity constraints

During the year under review, the Department experienced severe capacity limitation as a
result of high vacancy rate at all levels in the Department.

The most significant impact as a result of the vacancies was at the Senior Management Service
level and in particular Top Management where there were a number of acting appointments.
A programme has been implemented to deal with the appointment of critical vacant SMS
level posts where significant progress has been made with the recruitment process. The most
significant posts filled being that of the Director-General and the Chief Financial Officer/s
(CFO).

In the case of the Water Trading Account a decision was taken to appoint an Acting CFO and a
Deputy CFO in line with the recommendation of the Auditor-General. Previously this function
was the responsibility of the CFO for the Main Account. Significant improvements to financial
management are already visible as a result of these appointments.

Progress has also been made with the Institutional Re-alignment project and the Executive
Authority has approved the re-alignment of the CMAs with a reduction from 19 to 9. Progress
is also being made in investigating the rationalisation of the current Water Boards together
with increasing the present footprint. This initiative will contribute to improved service
delivery across the water sector.

During the year under review, the Executive Authority and Accounting Officer brought together
thirteen (13) professionals to form a Business Process Re-engineering (BPR) Committee. These
individuals have a variety of experience and a range of skills in fields that include law, finance,
policy, organisational design, ICT and human resource management.

Their mandate is to investigate challenges human resources, information technology,
governance, out-sourcing arrangements, review of mandate of strategy, policy and legislative
review, institutional realignment, asset and infrastructure re-evaluation and audit preparations.
From its inception, the BPR Committee has been working closely with the Management Team
of the Department implementing strategic changes where they are required. Very significant
progress has already been made in re-engineering the financial management systems,
addressing the issues raised by the Auditor-General.

4 Utilisation of donor funds

4.1 European Union: Masibambane IIl Program

During the 2011/12 financial year donor funding received from the European Union continued
to fund the Department’s, Masibambane program, which is in its third phase.



This is one of the most significant vehicles aimed at strengthening the Department’s ability
to effectively discharge its mandate through the implementation of the Community Water
Supply and Sanitation Programme (CWSS). The details of the funds received are reflected
under Note 4 of the Annual Financial Statements. The spending focus of these funds was as
follows:

*  Close collaboration with the Department of Provincial and Local Government to support
delivery. Increased effort by sector partners to fast track procurement, service delivery
and build capacity for sustainable services;

o Interactive video to induct new councillors; and

e Create awareness and enable communities to implement projects that protect, use,
develop, conserve, manage and control water resources.

The financing agreement for European Union will be ending in December 2012.

4.2 African Renaissance (Local) Program

4.2.1 The Democratic Republic of Congo (DRC) was identified as one of the key strategic
countries to support in terms of the Presidential priorities with regard to Post Conflict
Reconstruction and Development. The African Renaissance Fund made available
an amount of R22 million to assist DRC in water related infrastructure projects.
A Memorandum of Understanding (MoU) was signed in June 2011 with the DRC
on cooperation of water resources and the refurbishment infrastructure projects
in the Katanga Province as a first phase in implementation. The Department
subsequently secured the services of Rand Water as an implementing agent for this
project. The implementing agent agreement between Rand Water and Water Affairs
makes provision for the establishment of the Project Steering Committee which
receives monthly progress reports and provide guidance or advice on any problems
brought to its attention related to the project under implementation. Furthermore
the MoU makes provision for the establishment of a Joint Committee responsible
to direct, guide and oversee implementation of the project. The details of the funds
received are reflected in Note 4 to the annual Financial Statements. To date, a total
of R15.4 million has been transferred to Rand Water to implement the project as per
their procurement plan. The remaining balance of R6.6 million will be paid during
the 2012/13 financial year.

4.2.2 The Kingdom of Lesotho was also supported with the implementation of the advance
infrastructure component of the Metolong Dam and Water Supply Programme.

In terms of an Agreement between the Government of the Kingdom of Lesotho
and the Government of the Republic of South Africa, signed in 2010, a grant was
awarded from the African Renaissance and International Cooperation Fund for the
implementation of the advance infrastructure component of the Metolong Dam
and Water Supply Programme. The grant, amounting to R60 million, was made
available within the framework of the Joint Bilateral Commission of Cooperation
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(JBCC) between Lesotho and the Republic of South Africa. The grant is to be utilised
for the construction of permanent structures and facilities including:

o Roads ,sewers, storm water reticulation and lighting;
o Electricity supply to camp sites and houses;
o Waste water treatment plant;
° Provision of communications infrastructure; and
o Construction of Operations Centre.
5 Trading entities and public entities
5.1 Water Trading Entity

The water trading account was established in 1983 to ring fence departmental revenues
collected through the sale of bulk water and related services from voted appropriations. The
trading account was subsequently amended by the Public Finance Management Act (1999),
under which it became the water trading entity in 2008. The rationale was to create an entity
which would manage the recovery of usage costs to ensure the long term sustainability of
South Africa’s water resources. Its strategic aim is to ensure the reliable supply of water from
bulk raw water resource infrastructure to meet sustainable demand for South Africa.

The water trading entity has two components namely water resource management and
infrastructure management. Water resource management deals with the management of water
quality, conservation and allocation of water through the catchment management agencies,
and, where catchment management agencies are not yet established, through the proto
catchment management agencies located in regional offices. The infrastructure management
component deals with the operation and maintenance of existing infrastructure as well as the
development of new infrastructure.

Funding for operation and maintenance comes from revenue that is generated from raw
water charges. Water resource management charges cover the operational costs of the two (2)
catchment management agencies or proto catchment management agencies in cases where
catchment management agencies are not yet established. Since its inception, the water trading
entity has faced numerous challenges, including reviewing and resolving accounting issues,
setting up organisational processes, and verifying the extensive network of national water
resource infrastructure. To fund the development of new infrastructure, the entity receives
an allocation from the national Budget, as it is unable to generate enough revenue from its
current pricing strategy. In addition to the challenges related to the pricing strategy, the entity
has not put proper financial, management and quality controls in place, which would ensure
that it operates efficiently, makes optimal use of resources and implements capital projects
without incurring financial losses.



5.2 The Trans-Caledon Tunnel Authority (TCTA) (PFMA Schedule 2 Major
Public Entity)

The Trans-Caledon Tunnel Authority was established in 1986 in terms of the Water Act (1956).
The authority now functions in terms of the National Water Act (1998) and a number of
ancillary acts. It is categorised as a schedule 2 major public entity and is subject to the Public
Finance Management Act (1999). The authority is a multidisciplinary organisation specialising
in project financing and implementation, and is a specialised liability management entity. Its
mandate is to raise off-budget finance to develop bulk raw water infrastructure that delivers
water for industries and consumers in a cost effective manner. It also provides financial and
treasury management services and tariff setting and debt management services to designated
water boards, water management institutions and the Department of Water Affairs.

5.3 Water Research Commission (PFMA Schedule 3 - Part A: National
Public Entity)

The Water Research Commission was established in terms of the Water Research Act (1971).
The commission plays an important role in water research by establishing needs and priorities,
stimulating and funding research, promoting the transfer of information and technology, and
enhancing knowledge and capacity building in the water sector.

5.4 Water boards (PFMA Schedule 3 - Part B: National Government
Business Enterprises)

Water boards have been established to operate as water services providers, which mainly
entails the provision of bulk portable water supply. These boards manage water services
in their supply areas, provide potable water at cost-effective prices and act as important
intermediaries between bulk infrastructure provision, water reticulation and end users. There
are currently 12 water boards that have been set up as financially independent institutions in
terms of section 34(1) of the Water Services Act, 1997 (Act No. 108 of 1997) and must aim to
be financially viable.

5.5 Catchment Management Agencies (PFMA Schedule 3 - Part A: National
Public Entity)

In terms of Chapter 7 of the National Water Act, 1998 (Act No. 36 of 1998), provision is
made for the establishment of Catchment Management Agencies (CMAs) that should perform
delegated water resources management functions at the regional or catchment level and to
involve local communities in decision-making processes. CMAs are classified as Schedule
3A public entities in terms of the Public Finance Management Act, 1999 (Act No. 1 of 1999)
as amended which implies that they are supposed to have governing structures in the form of
a board and a Chief Executive Officer (CEO).
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5.6 Water user associations

According to Chapter 8 of the National Water Act, 1998 (Act No. 36 of 1998), all irrigation
boards formed under the Water Act of 1956 (Act No. 54 of 1956) must be transformed into
water user associations (WUAS) to provide a vehicle for localised users to operationally
manage the use of the resource in a more integrated manner. Currently, all irrigation boards
are in the process of being transformed into water user associations to fall within the ambit of
the National Water Act, 1998 (Act No. 36 of 1998).

5.7 Komati River Basin Water Authority

The Komati Basin Water Authority was established in terms of a treaty between South Africa
and Swaziland. The aim of the authority is to manage the water resources of the Komati River
basin sustainably.

The authority is responsible for financing, developing, operating and maintaining the water
resources infrastructure in the basin, comprising the Driekoppies Dam in South Africa and the
Maguga Dam in Swaziland.

6 Organisations to whom transfer payments have been made

6.1 Transfers to entities
All entities to which transfer payments have been made are reflected as in Note 9 to the

Annual Financial Statements.

6.2 Reasons for transfer payments

6.2.1  Grants to municipalities

Transfer payments are made to municipalities in terms of section 64 of the Water Services Act,
1997, (Act No. 108 of 1997) which is intended to subsidise the operation and maintenance of
water schemes previously owned by the Department of Water Affairs and currently transferred
to Water Services Authorities (WSA).The assets are owned and operated by WSAs or any
agency appointed by them.

6.2.2  Transfers to departmental agencies and to foreign government and
international organisations

Water Trading Entity

Funds are transferred to the Water Trading Entity (WTE) to ensure reliable supply of water
from bulk raw water resource infrastructure to meet sustainable demand for South Africa.
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The WTE is also responsible for the development of new infrastructure. Any deficit is funded
from the Main Account as an augmentation. For year under review, augmentation to the WTE
amounted to R2 037 826 million for infrastructure.

Komati River Basin Water Authority (KOBWA)

Funds are transferred to KOBWA for financing, developing, operating and maintaining
the water resources infrastructure in the basin, comprising of the Driekoppies Dam in
South Africa and Maguga Dam in Swaziland. For the year under review, an amount of
R179 057 million was transferred.

African Ministers Council on Water (AMCOW)

Funds are transferred to AMCOW to contribute towards the advancement of the African
agenda and global engagement. For the year under review, an amount of R181 000 (thousand)
was transferred.

Orange-Senqu River Basin Commission Secretariat

For the year under review, an amount of R500 000 was contributed to the Orange-Senqu
River Basin Commission (ORASECOM) secretariat to ensure the sustainability of the shared
water. resource among South Africa, Mozambique, Botswana and Swaziland

6.3 Accountability arrangement

Funds are transferred on the basis of a transfer agreement (contract between the Department
and the receiving institution). The transfer agreement is intended to ensure the effective and
sustainable delivery of infrastructure in accordance with the required accountability aspects of
the Public Finance Management Act, 1999 (Act No. 1 of 1999) as amended and the Division
of Revenue Act, 2010 (Act No. 1 of 2010).

7 Public private partnerships (PPPs)

The Department does not have any Public Private Partnerships (PPPs).

8 Corporate governance arrangements

8.1 Risk Management

The management of risk in the department is an integral component of effective corporate
governance. The department has a risk management framework in place. The risk management
framework is based on the Public Sector Risk Management Framework and other best practises.



Compliance is integrated into risk management processes. Risk management is also integrated
into strategic, business, project and budget planning of the department.

The risk management framework is linked to a fraud prevention strategy which aims to raise
staff awareness of potential fraud within business activities by understanding fraud risk of the
department. The Department through its training and management standards and procedures
aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The department has a Risk Management Committee that oversees how management
monitors compliance with departmental risk management framework and procedures. The
Audit Committee reviews the adequacy of risk management framework put in place by the
Accounting Officer to identify, analyse and manage risk. The Risk Management Committee is
assisted in its oversight role by the Directorate Risk Management under the supervision of the
Chief Risk Officer.

8.2 Internal Audit

8.2.1  Fraud prevention policies

The Department considers fraud prevention as an integral part of an overall Department anti-
corruption strategy. The internal Audit function has a directorate that focuses specifically on
fraud prevention, detection and investigation. The Department has a fraud prevention policy
and response plan in place, which is reviewed annually, and contains the policy stance of the
Department to fraud and corruption to report, investigate and resolve incidents of fraud and
corruption which impact on the Department.

The Department has identified the need to provide continuous awareness on prescribed
prescripts, policies and procedures to ensure general compliance thereof. Management will
improve awareness and acknowledge of the relevant systems, policies, procedures, rules and
regulations including the requirements of the Public Finance Management Act, 2000 (Act No.
1 of 1999) as framework Act, 2000 (Act No. 5 of 2000) and the Supply Chain Management
(SCM) Guidelines among employees. Management will continue to assess the effectiveness of
this strategy on an annual basis and make adjustments where required

8.2.2. Effectiveness of internal audit and the audit committee

Internal Audit Unit of the Department discharges its responsibilities in accordance with Treasury
Regulations requirements. The internal Audit component is headed by a Chief Director who
reports administratively to the Accounting Officer and functionally to the Audit Committee.
The component has developed and implemented a risk-based internal audit plan, which is
in line with the standard set by the Institute of Internal Auditors. Internal audit has made
strides during the current financial year by substantially achieving targets set in the annual
operational plans. The role of the internal audit function is to assist the accounting officer in
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maintaining efficient and effective controls to determine their effectiveness and efficiency, and
by developing recommendations for enhancement or improvement. The controls subject to
evaluation encompass the following: the information systems environment; the reliability and
integrity of financial and operational information; the effectiveness of operations; safeguarding
of assets; and compliance with laws, regulations and controls.

The Department has an Audit Committee appointed in terms of the Public Finance Management
Act, 1999 (Act No. 1 of 1999) (PFMA) as amended and Treasury Regulations. The committee
has adopted the terms of reference as set out in the Audit Committee Charter. The Committee
has scheduled meetings whereby Audit Committee engages management on, among others,
matters relating to performance and financial management, internal audit matters and
improvement action plans, formulated to address performance and financial management
weakness identified by external auditors. Special Audit Committee meetings are also held to
deal with issues that require a dedicated attention.

9 Discontinued activities / activities to be discontinued

The Department has not discontinued any activities during the year under review.

10 New / proposed activities

The Department has established a Rapid Response Unit (RRU) to respond to water related
crises and emergencies. This unit has the capacity to: Respond to crises that result from
water and wastewater infrastructure challenges, e.g. cholera outbreak and sewerage spillages,
augmenting the Department’s capacity in responding to disasters, i.e. floods, droughts
and pollution of water and designing and implementing proactive interventions aimed at
pre-empting crises before they occur.

11 Asset management

Physical verification of assets was conducted at all nine regional offices. Transfer of assets
to Department of Environmental Affairs was also signed off by both Accounting Officers in
accordance to section 42 of the PFMA. This was done to confirm existence and ensure that
all assets within the department have been recorded and accounted for in the Departmental
Asset Register.

In the 2011/2012 financial year the verification was supplemented by regular monthly asset
spot checks of a minimum of 50 and a maximum of 200 assets per region.

Monthly reconciliations were also performed from April 2011 until March 2012 to ensure
that additions for the current financial year have all been recorded onto the Asset Register.
Monthly reconciliations for Finance Lease with the splitting of Capital and Interest portions
were also done from April 2011 to March 2012 to ensure correct accounting treatment. The



Departmental Asset Register meets the minimum requirements as per the asset management
guidelines and asset Management Framework. The Asset Register is divided in Major and
Minor as well as the different assets reporting classes i.e. Transport, Computer, Machinery etc.
The asset management plan derived from the demand plan is currently being consolidated
for implementation.

Challenges

Misallocation is still a challenge within the department however some great strides were made
through provision of training throughout the department and there is indeed improvement
compared to the previous year’s reporting. The Asset Management Directorate will in the
2012/13 financial year continue with the implementation of a journal register that will be
monitored monthly. There is also a need for the department to re-visit some of its historic
assets for purposes of revaluation. One of the major challenges within the regions is around
the adequacy of the asset management structures as officials perform both WTE and Main
Account functions which poses problems with regards to meeting reporting timelines. This
challenge is aimed to be resolved by the re engineering process that the BPRC is undertaking
to address these identified challenges.

12 Events after the reporting date

On 5 July 2012 there was a fire in the Eastern Cape region where the office building and other
assets were burnt. The value of the assets damaged is unknown vyet.

In terms of the arbitration award, the former Director-General (Ms Yako) should be paid out
the remainder of her contract from 1 November 2010 to 28 February 2011. However, Ms Yako
is of the opinion that in terms of a Parliamentary minute, her contract was only meant to end
in April 2011. Therefore she is suggesting that she be paid out until end of April rather than
end of February. This matter is still under review and as such the matter is not been concluded.

13 Information on predetermined objectives

The predetermined objectives are reported in the form of four quarterly reports to the Executive
Authority annually and these culminate in the Annual Report which is tabled with the
Parliament on a prescribed / compliance date. Each programme (branch) prepares a quarterly
report against the Annual Performance Plan and/or programme specific business plan and
these get consolidated into a departmental quarterly report for approval by the Executive
Authority. The Top Management of the Department is responsible for identifying goals and
strategic objectives for the development of the Annual Performance Plan and business plan/s.
This is followed by budget programmes identifying related outputs and key performance
indicators. The achievement of these predetermined objectives is guided by setting quarterly
targets on which the quarterly reports are based.







14 Standing Committee on Public Accounts (SCOPA) resolutions

The Standing Committee on Public Accounts heard evidence on and considered the content
of the Annual Report and the Report of the Auditor - General of South Africa (AGSA) on the
2009/10 financial statements of the Department of Water Affairs , the Water Trading Entity
and the Special Investigations Report by the AGSA. The Committee noted the qualified audit

opinion, highlighted areas which required the urgent attention of the Accounting Officer.

REFERENCE TO PREVIOUS AUDIT
SUBJECT REPORT AND SCOPA RESOLUTIONS FINDINGS ON PROGRESS

MAIN EXCHEQUER ACCOUNT

1.1 Immovable assets

1.2 Movable Assets

The AGSA was wunable to verify
the existence and completeness of
immovable capital tangible assets
stated at R33 499 000 (2009:
R5 043 122 000) as disclosed in note
32 to the financial statements.

The Committee recommends that the
Accounting Officer ensures that:

a) The Department maintains asset
registers for each category of assets
as required by the Department’s
Financial ~ Reporting ~ Framework
Guide; and

b) The assets on these registers are
verified regularly and correspond to
financial records of the Department.

The AGSA identified the following:

a) The closing balance for all
movable tangible capital assets of
R90 724 000 as disclosed in note
30 of the financial statements, does
not correspond with the balance of
R48 257 427 per the asset register.

b) The Department did not provide
sufficient and appropriate evidence
to explain the difference between the
disclosure note and the underlying
asset register of R42 895 573.

The Department has revised
and put in place an asset
register for each category
of assets as required by the
Reporting Framework Guide.

Verification is done regularly
including  monthly  asset
samples of not less than 200
assets per region.

Inconsistencies on accounting
on assets related to Regional
Bulk Infrastructure  Grants
projects were addressed, all
assets in relation to these
projects are been captured
on the departmental asset
register until the projects are
completed and handed over.

Monthly asset reconciliations
are done between BAS and
the asset registers.

Training on Standard Charts
of Accounts (SCOA) codes
were provide to 286 officials
by PALAMA, and functional
training on the use of SCOA
codes were provided to all
9 Regions of the Department.
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REFERENCE TO PREVIOUS AUDIT
SUBJECT REPORT AND SCOPA RESOLUTIONS FINDINGS ON PROGRESS

MAIN EXCHEQUER ACCOUNT

1.3 Goods and services

c) The Department’s record did not
perform the application of alternative
procedures to verify the existence
and completeness of movable assets.

The Committee recommends that the
Accounting Officer ensures that:

a) The asset register is reconciled
frequently to the financial records
in order to identify and correct any
discrepancies; and

b) All officials who record transactions
are provided training on the use of
Standard Charts of Accounts (SCOA)
codes.

The AGSA identified the following:

a) The additions for movable tangible
assets of R33 800 000 as disclosed
in note 30 of the financial statements
does not correspond with the
additions of R16 160 794 in the asset
register.

b) The difference is a result of
misclassification  of  expenditure
on goods and services as capital
expenditure.

c¢) The Department incomplete records
did not allow for the application of
alternative procedure.

d) The effect of the misclassification
on the tangible assets balance and
on the goods and services amount
contained in the financial statements
could not be determined.

Monthly asset reconciliations
are done between BAS and
the asset register.

Training on SCOA codes
were provide to 286 officials
by  Public  Administration
Leadership Management
Academy (PALAMA), and
functional training on the
use of SCOA codes were
provided to all 9 Regions of
the Department.



REFERENCE TO PREVIOUS AUDIT
SUBJECT REPORT AND SCOPA RESOLUTIONS FINDINGS ON PROGRESS

MAIN EXCHEQUER ACCOUNT

The Committee recommends that the
Accounting Officer ensures that:

a) The asset register is reconciled
frequently to the financial records
in order to identify and correct any
discrepancies; and

b) All officials who record transactions
are provided training on the use of
SCOA codes.

SPECIAL INVESTIGATION REPORT

Subiect Reference to previous audit report and Findines on progress
) SCOPA resolutions gs on prog

The Auditor-General reported on the under-mentioned investigations and identified the following:

3.1 Supply Chain
Management (SCM)

As required by section 38(1)()(iii) of the
Public Finance Management Act (PFMA),
a Procurement User Manual exists inthe
Department. Instances were identified
where officials of the Department did
not always appropriately adhere to the
Department’s Procurement User Manual
and the procurement directives issued by
the National Treasury. The PFMA stipulates
that, where procurement prescripts are
contravened, the expenditure incurred
should be regarded as irregular expenditure.
The irregular expenditure can be condoned
ex post facto. The appointment of the
service providers mentioned hereunder.

The Committee recommends that:

1 Appropriate corrective action is taken
against officials of the Department for
approving the extension of the contract
on various occasions in contravention
of the Department’s Procurement
User Manual and the Delegation of
Authority.

Disciplinary action instituted
against the official.

Irregular expenditure reporting
updated accordingly.

Strengthened controls over
SCM compliance.
A new Departmental Bid

Adjudication Committee was
appointed inclusive of the
Supply Chain  management
practitioner as a member.
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Subiect Reference to previous audit report and Findines on progress
) SCOPA resolutions & prog

2 Contract period extensions, where
appropriate, are finalised well in
advance before the contract expires
and should be approved properly by
the Departmental Bid Adjudication
Committee (DBAC) and the Director-
General (DG).

3 the total amount paid to the service
provider for the period when contract
was extended in contravention of
the Department’s Procurement User
manual and the  Department’s
Delegation of Authority is reported as
irregular expenditure in terms of the
requirements of the PFMA.

4 The Department takes appropriate
corrective action against officials of
the Department who were responsible
for contraventions of the Treasury
Regulations and the practice notes
issued by the National Treasury.

5 As  Supply Chain  Management
(SCM) prescripts were contravened
in the appointment of the service
providers, all payments made to
the service providers amounting to
R85,6 million are regarded as irregular
and reported in accordance with the
stipulations of the PFMA; and

The DBAC is composed of functional teams
comprising of senior officials, of whom
one must be a Supply Chain Management
practitioner.

The matter was not disclosed
as irregular expenditure since
the matter was resolved and
agreed upon with AGSA that it
is not an irregular expenditure.

3.2 Extension of contract 1

Accordin to the Department’s
with Arivia.kom & P

Procurement manual, contract periods
may only be extended for a period of
a year. The Department’s Delegation
of Authority indicates that the original
contract value may not be increased by
more than 50%.



Subiect Reference to previous audit report and Findines on prosress
) SCOPA resolutions 5 prog

2

According to an unsigned contract, the
Department entered into a contract with
Arivia.kom for a period of 36 months
ending 28 February 2006 for an amount
of R180 million. According to the above
regulations the contract could only be
extended until.

28 February 2007 for an amount of
not more than R90 million (50% of the
original value).

The contract was extended by 49
months and the original value was
increased from R180 million to RT 056
billion (587% instead of 50%).

The former Director-General (DG)
approved  the  extension  from
1 March 2009 to.

30 November2009 (nine (9) months) for
an amount of R344 million in
contravention of the Department’s
Procurement User Manual and the
Delegation of Authority.

the suspended acting DG approved
a further extension of the contract
for a period 01 December 2009 to
31 March 2010 for an amount of
R80 million in contravention of the
Department’s ~ Procurement  User
Manual and the Delegation of
Authority.

Although the AGSA reported in May
2010 that the contract was extended
in contravention of the Department’s
Procurement User manual and the
Delegation of Authority and constitutes
irregular expenditure, the contract has
not been cancelled.
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Subiect Reference to previous audit report and Findines on progress
) SCOPA resolutions & prog

3.3 Appointmentof Sole | 4 chairperson of the department Disciplinary action instituted

experis AG bid adjudication committee (DBAC) against the official
approved the request to approach a
sole provider on 31 October 2008
and the appointment of Solexperts AG
as the sole provider for the upgrading
of the Trivec Surveillance System on
15 December 2008.

2  No significant  deviations  were
identified expect that Department
could not provide the contract with
Solexperts AG.

3.4 Appointment of 1 The DWA paid Dr Olver an amount Disciplinary action instituted

Dr Olver of R289 902 before a contract was 28ainst the official
signed. The former DG approved the
appointment and this was not disclosed
in the DWA’s annual report 2008/09.

2 The former DG and Dr Olver were
co-directors and strategic partners
in Tourism and Nehanda Group and
therefore a personal relationship
existed.

3 No evidence could be found that the
former DG excused herself from the
appointment of Dr Olver.



Subiect Reference to previous audit report and Findines on prosress
) SCOPA resolutions 5 prog

3.5 Appointment of PISM Disciplinary action instituted

The Department requested PISM to
; s against the official

submit a proposal without following
a bidding process. Reasons for not
inviting competitive bids were not
recorded as required according to
Department’s ~ Procurement  User
manual.

2 Although a bidding process was not
followed, the DBAC rectified and
approved the appointment of PISM on
23 June 2008.

3 The proposal submitted by PISM was
for an amount of R3 890 740 (VAT
inclusive), however the contract was
signed for an amount of R4 356 932
(VAT inclusive) and PISM was paid an
amount of R4 115 378 (VAT inclusive).

Disciplinary action instituted

3.6 Appointment of 1
against the official

Duma Travel,
Connex Travel and
Sure Flywell Travel
for the rendering of
travel reservation
services

An open bidding process was followed.
The Bid Evaluation Committee (BEC)
recommended that Travel with Flair
should be appointed as the other
bids did not comply with the bid
specifications.

2 The former DG did not agree with
the composition of BEC and ordered
the proposals to be re-valuated by a
different BEC established by her.

3 The second BEC appointed Duma
Travel, Connex Travel and Sure Flywell
travel. The service providers did not
comply with Preferential Procurement
Policy Framework Act(Act No 5 of
2000).

4 The former DG approved the
appointment of Duma Travel, Connex
Travel and Sure Flywell Travel for an
amount of R120 million of 24 months
on 1 December 2008.
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15 Prior modifications to audit reports

The Auditor-General of South Africa raised the following concerns in its audit report for the
2009/10 financial year:

Financial year
in which it
first arose

Progress made in clearing / resolving
the matter

Nature of Qualification

Movable tangible capital assets: 2010/11 The matter has been dealt with National
) . ) Treasury inrelation tothetreatment of the
Financial _ statement adjustments ] of assets. Communication from National
R153.7 rmlhon WeE made to machinery Treasury was received in relation to the
and equipment which resulted to control treatment and recommendations have
implementation of Accelerated Community been implemented. During this process
Infrastructure Projects (ACIP) and Regional engagement with Office of the Auditor
Bulk Infrastructure Grant (RBIG). General was made.
Revenue 2010/11 The revenue received from Roodeplaat
Training Centre for Previous financial
ReVenUereCeiVedamOUntingtOR23.1 million years were surrendered to National
for services rendered at Roodeplaat Revenue Fund.
Training centre was not surrendered to
National Revenue as per National Treasury
requirement.
Goods and services: 2010/11 The programme was related to Working
. for Water which was transferred to
Payments for capital asset and expenses that D . :
. ) . s epartment of Environmental Affairs.
require separate disclosure are misclassified
as infrastructure and planning expenses, for
Expanded Public Works Programme (EPWP).
Commitments 2010/11 The LOGIS system has been
: , impl ted at all regional offi d
The department did not implement the LOGIS impiemented ar a’ regional oilices an
. . training was provided for utilisation of
system in order to do tracking and management h
. the system.
of procurement goods and services.
Fruitless and Wasteful Expenditure 2010/11 The department is in the process of
: ing funds fi I t liers.
Payment made to suppliers for VAT where the recovenng funds from relevant suppliers
suppliers are not VAT Vendors.
Irregular Expenditure 2010/11 R58.8 Million was condoned by

Payments made in contravention of delegated
approval frameworks and supply chain
management frameworks.

condoning authority, and R22.2 Million
is awaiting to be condoned.



16 Exemptions and deviations received from the National Treasury

The Department has not received any exemptions for any activities during the year under
review.

17 Interim Financial Statements

Interim Financial Statements are reported and were submitted to the Auditor General
and National Treasury for the period ending 30 June 2011, 30 September 2011,
31 December 2011 and 31 March 2012 in accordance with Generally Recognised
Accounting Practices (GRAP).

18 Approval

The Annual Financial Statements set out on pages 120 to 204 have been approved by the
Accounting Officer.

Mr Maxwell Sirenya
Director General: Department of Water Affairs
31 May 2012
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3.2.2 Report of the Auditor-General

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON VOTE 38:
DEPARTMENT OF WATER AFFAIRS

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1 | have audited the accompanying financial statements of the Department of Water
Affairs, which comprise the appropriation statement, the statement of financial
position as at 31 March 2012, and the statement of financial performance, statement
of changes in net assets and cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory information, and
the accounting officer’s report as set out on pages 120 to 238.

Accounting officer’s responsibility for lihe financial statements

2 The accounting officer is responsible for the preparation of these financial statements
in accordance with the Departments financial reporting framework prescribed by
the National Treasury and the requirements of the Public Finance Management Act
of South Africa, 1999 (Act No. 1 of 1999)(PFMA) and Division of Revenue Act of
South Africa, 2011 (Act No. 6 of 2011) (DoRA) and for such internal control as the
accounting officer determines is necessary to enable the preparation of financial
statements that are free from material misstatement, weather due to fraud or error.

Auditor-General’s responsibility

3 My responsibility is to express an opinion on these financial statements based on
my audit. I conducted my audit in accordance with the Public Audit Act of South
Africa, 2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms thereof
and International Standards on Auditing. Those standards require that | comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

4 An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.



Basis for qualified opinion

Expenditure for tangible capital assets and Prepayments and advances

5

The department made advance payments to implementing agents for goods
and services related to buildings and other fixed structures. The payments
were also made in prior financial years. The payments of R2 285.2 million
(R1291.1Tmillion:2010/11)aredisclosed asbuildings and other fixed structuresinnote
10 and as tangible capital assets expenditure of R2 351.8 million (R1 521.3 million:
2010/11) in the statement of financial performance. Prepayments and advances are
disclosed as R206,8 million (R14,6 million; 2010/11) in the statement of financial
position and in note 13. Due to an inadequate system to monitor actual expenditure
against advance payments; the department incorrectly classified advance payments
as expenditure instead of prepayments (assets). In addition, certain invoices from an
implementing agent did not detail the goods and services being paid for and were
not approved by the department acknowledging receipt of the goods and services.
I was unable to perform any alternative procedures to verify expenditures and
prepayments. Consequently, | was unable to determine whether any adjustment
relating to buildings and other fixed structures expenditure, tangible capital assets
expenditure and prepayments and advances in the financial statements was
necessary.

Goods and services

6

During 2011, | was unable to obtain sufficient appropriate audit evidence about
accuracy of goods and services reflected as R 2. 2 billion and was unable to confirm
the expenditure by alternative means. Consequently | was unable to determine
whether any adjustments to this amount were necessary. My audit opinion on the
financial statements for the period ended 31 March 2011 was modified accordingly.
My opinion on the current period’s financial statements is also modified because of
the possible effect of this matter on the comparability of the current period’s figures.
The program that led to the modification of my report was transferred to another
department.

Irregular expenditure

7

Section 38(1) (a) (iii) of the Public Finance Management Act, 1999 (Act No. 1 of
1999) (PFMA) requires the department to implement and maintain an appropriate
procurement and provisioning system, which is fair, equitable, transparent,
competitive and cost effective. Payments were made in the current year in
contravention of the procurement policies amounting to R66.1 million and are
disclosed as irregular in note 28 to the financial statements. The system of control
over irregular expenditure was inadequate to allow me to determine whether
expenditure was made in accordance with the requirements of the SCM legislation.
Consequently, | was unable to determine whether any adjustment relating to
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irregular expenditure disclosed as R1.1 billion (R69 million: 2010/11) in note 28 to
the financial statements was necessary.

Commitments

8 The department has implemented the LOGIS system in eight out of the nine
regions (provinces) to manage and track the procurement of goods and services.
However, LOGIS was inadequate for the identification and recognition of all open
orders at year end as it was not always used to record regional bulk infrastructure
procurement contracts. There were no satisfactory alternative audit procedures
that | could perform to obtain reasonable assurance that all commitments were
properly recorded. In addition, the limitation reported in the prior audit report on
the corresponding figures has not been corrected by management. Consequently,
| was unable to determine whether any adjustment relating to commitments of
R732.4 million (R576.4 million: 2010/11), as stated in note 24 to the financial
statements was necessary.

Immovable tangible capital assets

9 I was unable to obtain sufficient appropriate audit evidence regarding the valuation
of buildings and other fixed structures. The department did not provide appropriate
supporting documents for R275.2 million disclosed as additions to other fixed
structures in note 36. The department imposed a limitation on the scope of my
work. Consequently | was unable to determine whether any adjustment relating
to immovable tangible capital assets disclosed as R320.3 million in the financial
statements was necessary.

Movable tangible capital assets

10 During 2011, | was unable to obtain sufficient appropriate audit evidence
about completeness of movable tangible assets reflected as R157.3 million.
My audit opinion on the financial statements for the period ended 31 March 2011
was modified accordingly. The limitation reported in the prior audit report on
the corresponding figures has not been corrected by management. | was unable
to determine the accuracy, completeness and classifications of the required
adjustments to the opening balance disclosed in note 34. Consequently | was
unable to determine whether any adjustment relating to movable tangible capital
assets disclosed as R203.6 million in the financial statements was necessary.

Accruals

11 The system of controls to maintain records of goods and services received but not
yet paid for at the end of the financial year, relating to regional bulk infrastructure
projects, was inadequate and there were no satisfactory audit procedures that |



could perform to obtain reasonable assurance that all outstanding invoices have
been included in accruals. Consequently | was unable to determine whether
any adjustment relating to accruals of R180.2 million disclosed in note 25 to the
financial statements was necessary.

Contingent liabilities

12

Loans

13

The department imposed a limitation on the scope of my work, as | was not
provided with adequate supporting documents to support the amount of
R60.9 million relating to Contingent liabilities - Claims against the department that
is disclosed in note 23.1. There were no satisfactory alternative audit procedures
that | could perform to obtain reasonable assurance that all claims against the
department are recorded and relate to it. Consequently | was unable to determine
whether any adjustment relating to claims against the department of R60.9 million
disclosed in note 23 to the financial statements was necessary.

| was unable to verify the valuation of current and non-current loans, stated at
R8 million and R28.7 million in the financial statements respectively. | did not
receive all the acknowledgments of debt from the entities | selected for testing.
Some of the entities that responded acknowledged amounts that differed from those
recorded by the department. In addition, the loan amounts recorded in the financial
statements did not correspond to the amounts in the financial system. A limitation
on the scope of my work was imposed as | was not provided with explanations for
the variances from acknowledgements and those arising from the financial system.
There were no satisfactory alternative audit procedures that | could perform to
obtain reasonable assurance that the loans were accurately valued. Consequently |
was unable to determine whether any adjustment relating to loans of R8 million and
R28.7 million in the financial statements was necessary.

Qualified opinion

14

In my opinion, except for the possible effects of the matters described in the Basis
for qualified opinion paragraphs, the financial statements present fairly, in all
material respects, the financial position of the Department of Water Affairs as at
31 March 2012 and its financial performance and cash flows for the year then
ended, in accordance with accordance with the Departmental financial reporting
framework prescribed by the National Treasury and the requirements of the PFMA.

Emphasis of matter

15

| draw attention to the matter below. My opinion is not modified in respect of this
matter.
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Material under spending of the vote

16 As disclosed in the appropriation statement, the department had a under spending
of nine per cent or R863.4 million of the vote. The department has materially under
spent the budget on two programmes - Water sector management (R340.5 million)
and Regional implementation and support (R398.6 million) to the amount of
R739.2 million.

Additional matters

17 | draw attention to the matter below. My opinion is not modified in respect of these
matters.

Financial reporting framework

18 The financial reporting framework prescribed by the National Treasury and applied
by the departments is a compliance framework. The wording of my opinion on
a compliance framework should reflect that the financial statements have been
prepared in accordance with this framework and not that they “present fairly”.
Section 20(2)(a) of the PAA, however, requires me to express an opinion on the
fair presentation of the financial statements. The wording of my opinion therefore
reflects this requirement.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

19 In accordance with the PAA and the General Notice issued in terms thereof, | report
the following findings relevant to performance against predetermined objectives
compliance with laws and regulations and internal control, but not for the purpose
of expressing an opinion.

Predetermined objectives

20 | performed procedures to obtain evidence about the usefulness and reliability of
the information in the annual performance report of the department as set out on
pages 39 to 62 of the annual report.

21 The reported performance against predetermined objectives was evaluated against
the overall criteria of usefulness and reliability. The usefulness of information in
the annual performance report relates to whether it is presented in accordance
with the National Treasury annual reporting principles and whether the reported
performance is consistent with the planned objectives. The usefulness of information
further relates to whether indicators and targets are measurable (i.e. well defined,
verifiable, specific, measurable and time bound) and relevant as required by the
National Treasury Framework for managing programme predominance information.



The reliability of the information in respect of the selected programmes is assessed to determine
whether it adequately reflects the facts (i.e. whether it is valid, accurate and complete).

The material findings are as follows:

Usefulness of annual performance report

Presentation

Reasons for major variances not explained

22

The National Treasury Guide for the preparation of the annual report requires that
explanations for major variances between the planned and reported (actual) targets
should be provided in all instances and should also be supported by adequate
and reliable corroborating evidence. Adequate and reliable corroborating evidence
could not be provided for 33% of major variances as disclosed in the annual
performance report. The institution’s records did not permit the application of
alternative audit procedures. Consequently, | did not obtain sufficient appropriate
audit evidence to satisfy myself as to the validity, accuracy, and completeness of the
reasons for major variances.

Measurability

Performance Indicators not well-defined

23

The National Treasury Framework for managing programme performance
information (FMPPI) requires that indicators/measures should have clear
unambiguous data definitions so that data is collected consistently and is easy
to understand and use. A total of 68% of the indicators relevant to Programme 1
and 4 for not well defined in that clear, unambiguous data definitions were not
available to allow for data to be collected consistently. This was due to the fact that
management did not review performance information.

The table below serves as an example

Strategic Objectives 6.6: To improve financial management

Output Performance indicator | Target 2011/12 Reported in the annual
performance report

Effective asset management  Percentages of reliable 100% 95%
(reliable and complete) assets register
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Performance indicators not verifiable

24 The National Treasury Framework for managing programme performance
information (FMPPI) requires that it must be possible to validate the processes and
systems that produce the indicator. A total of 91% of the indicators relevant to
Programme 1 and 4 were not verifiable in that valid processes and systems that
produce the information on actual performance did not exist. This was due to the
lack of key controls in the relevant systems of collection/collation/verification/
storage of actual performance information.

The table below serves as an example

Objective Outputs Performance Indicators

To achieve high performance Improvement in the Percentage of staff with signed
culture implementation of PMDS performance agreements (level
1-13) CD (13-14)-Branch

Percentage of staff completed
mid-year and annual performance
assessment timeously (level-12)
CDs and (level 13-14)-Branch

Targets not measurable

25 The National Treasury Framework for managing programme performance
information (FMPPI) requires that performance targets be measurable. The required
performance could not be measured for a local of 79% of the targets relevant to
Programme 1 and 4. This was due to the fact that management did not review
performance information.

The following serve as examples:

Strategic Priority 6: Build 3rd Quarter 4th Quarter

capacity to deliver quality
services Performance indicators

Target | Actual | Target | Actual

Output

Empowerment of people with  Percentage of women employed

disability, women and youth ~ (DWA) 38% 1% 38% 3:2%

Percentage of persons with

disability 1.84% 0% 1.84% 0.3%



Performance targets not specific

26 The National Treasury Framework for managing programme performance information
(FMPPI) requires that performance targets be specific in clearly identifying the
nature and required level of performance. A total of 83% of the targets relevant
to Programme 1 and 4 were not specific in clearly identifying the nature and the
required level of performance. This was due to the fact that management did not
review performance information.

The following serve as examples:

SO 6.5: To improve corporate governance m

Healthy labour relations climate % of grievances received and ~ 100%  100% 0% 50% 0%
attended to

Implementation of the governance, % implementation of mitigating ~ 100% 0% 0% 80% 85%
risk compliance framework actions as contained in the
register

Reliability of selected programmes in the annual performance report

Validity, Accuracy and Completeness

27 The National Treasury Framework for managing programme performance information
(FMPPI) requires that processes and systems which produce the indicator should be
verifiable. | was unable to obtain all the information and explanations | considered
necessary to satisfy myself as to the validity, accuracy and completeness of the
actual reported performance relevant to 82% of Programme 1 and 4. This was due
to limitations placed on the scope of my work due to the absence of the institution’s
records not permitting the application of alternative audit procedures.
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The following serves as an example:

No supporting documents for actual performance as disclosed in the performance
report

Reported Audited value/
value/number number
as per this confirmed with | Difference
auditee’s execution of
records audit procedures

Programme
description

Item Description

1 Number of SMME companies Programme 1 -
appointed to render services  Administration 134 0 134
support
2 Number of Councilors inducted ~ Programme 1 -
Administration 650 0 650
support

3 Number of subsidy vehicle Programme 1 -
user complying to transport Administration
policy for monthly official support 43 0 43
kilometers at a minimum of
1750 km per month

4 Percentage compliance to OHS Programme 1 -
Act Administration 100% 0% 100%
support

Additional matter

28 | draw attention to the following matter below. This matter does not have an impact
on the predetermined objectives audit findings reported above.

Achievement of planned targets

29 Of the total number of planned targets, 92% were not completely achieved during
the year under review.

Compliance with laws and regulations

30 | performed procedures to obtain evidence that the department has complied with
applicable laws and regulations regarding financial matters, financial management
and other related matters. My findings on material non-compliance with specific
matters in key applicable laws and regulations as set out in the General Notice
issued in terms of the PAA are as follows:



Annual financial statements, performance and annual report

31

Material misstatements identified by the auditors in the submitted financial
statements were not adequately corrected and the supporting records could not
be provided subsequently, which resulted in the financial statements receiving a
qualified audit opinion.

Procurement and contract management

32

33

34

35

36

37

38

39

40

Goods and services with a transaction value below R500 000 were procured
without obtaining the required price quotations, as required by Treasury Regulation
16A6.1.

Invitations for competitive bidding were not always advertised in at least the
government tender bulletin, as required by Treasury Regulations 16A6.3(c).

Invitations for competitive bidding were not always advertised for a required
minimum period of 21 days, as required by Treasury Regulations 16A6.3(c).

Contracts were awarded to bidders who did not submit a declaration of past supply
chain practices such as fraud, abuse of SCM system and non-performance, which is
prescribed in order to comply with Treasury regulation 16A9.1

Contracts and quotations were awarded to bidders based on preference points
that were not calculated in accordance with the requirements of the Preferential
Procurement Policy Framework Act and its regulations.

Employees of the department performed remunerative work outside their
employment in the department without written permission from the relevant
authority as required by section 30 of the Public Service Act.

Persons in service of the department who had a private or business interest in
contracts awarded by the department failed to disclose such interest, as required by
Treasury Regulation 16A8.4 and Public Service Regulation 3C

Persons in service of the department whose close family members, partners or
associates had a private or business interest in contracts awarded by the d apartment
failed to disclose such interest, as required by Treasury Regulation 16A8.4.

Sufficient appropriate audit evidence could not be obtained that all contracts and
quotations were awarded in accordance with the legislative requirements as the
department did not provide us with the documents.
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Human Resources

41 Funded vacant posts were not filled within 12 months as required by Public Service
Regulation 1/VII/C.1A.2 due to the business process re-engineering process which
is currently underway.

Expenditure management

42 The accounting officer did not take effective and/or appropriate steps to prevent
irregular expenditure, as per the requirements of section 38(1)(c)(ii) of the PFMA.

43 Certain payments due to creditors were not settled within 30 days from receipt of
an invoice, as per the requirements of section 38(1)(f) of the PFMA and TR 8.2.3.

Internal control

44 | considered internal control relevant to my audit of the financial statements,
annual performance report and compliance with laws and regulations. The matters
reported below under the fundamentals of internal control are limited to the
significant deficiencies that resulted in the basis for qualified opinion, the findings
on the annual performance report and the findings on compliance with laws and
regulations included in this report.

Leadership

45 Oversight over reporting of performance against predetermined objectives and
regional bulk infrastructure projects was not adequate.

Financial and performance management

46 Proper record keeping is not implemented in a timely manner to ensure that
complete, relevant and accurate information is accessible and available to support
financial and performance reporting.

47 Regular, accurate and complete financial and performance reports that are supported
and evidenced by reliable information were not prepared.

48 A lack of review and monitoring resulted in non-compliance with laws and
regulations.



Other Reports

Investigations in progress

49 Several investigations are being conducted by the internal audit unit at the request
of the accounting officer and/or the Minister arising from allegations of procurement
irregularities by departmental officials. These allegations were reported to the
National Anti-Corruption Hotline.

Performance audits on the use of consultants

50 A performance audit was conducted on the department’s use of consultants.
The audit focused on the economic, efficient and effective use of consultants by
the department. The audit currently in the reporting phase and the findings will be
reported in a separate report.

Pretoria
31 July 2012
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3.2.4: DEPARTMENT OF WATER AFFAIRS VOTE 38 NOTES

TO THE APPROPRIATION STATEMENT FOR THE YEAR
ENDED 31 MARCH 2012

3.2.4  NOTES TO THE APPROPRIATION STATEMENT

1 Detail of transfers and subsidies as per Appropriation Act
(after Virement):

Detail of these transactions can be viewed in the note on Transfers and subsidies, disclosure
notes and Annexure 1 (A-H) to the Annual Financial Statements.

2 Detail of specifically and exclusively appropriated amounts
voted (after Virement):

Detail of these transactions can be viewed in note 1 (Annual Appropriation) to the Annual
Financial Statements.

3 Detail on payments for financial assets

Detail of these transactions per programme can be viewed in note 8 on Payments for financial
assets to the Annual Financial Statements.



Explanations of material variances from Amounts Voted (after Virement):

Variance as
a % of Final
Appropriation

Final Actual Variance
Appropriation | Expenditure R’000

4.1 Per Programme

Programme 1
Administration 878 379 781 491 96 888 11.0%

1 Allocation of R34 million could not be spent in respect of Business Process Review (BPR) because the
committee was appointed in the middle of the financial year.

2 Unfilled vacant posts.
Programme 2
Water Sector Management 852 351 511 807 340 544 40.0%

1 Allocation of R250 million could not be spent on Acid Mine Drainage (AMD) due to the unforeseen
delays in finalising the detailed design/concept of infrastructure.

2 Unfilled vacant posts including Occupational Specific Dispensation (OSD) posts.
Programme 3
Water Infrastructure Management 2 384 963 2384 020 943 0.0%

1 The spending on this programme is on acceptable level as the programme managed to transfer 100%
of the allocated budget. Insignificant variance.

Programme 4

Regional Implementation and 4774 145 4375 501 398 644 8.4%
Support

1 Allocation of R209 million could not be spent on Water Services Projects such as Nandoni Pipeline,
Hluhluwe and Inyaka because approval of service provider took longer than anticipated.

2 An allocation of R20 million could not be spent in respect of Moutse Bulk Water Supply because the
payment could not be captured before the payment cut-off date.

3 Unfilled vacant posts including OSD posts.
Programme 5
Water Sector Regulation 112 370 91 153 21217 18.9%

1 Allocation of R18 million could not be transferred to Bushbuckridge Water Board due to a decision
that was taken that the funding should not be transferred. However, after reconsidering the discussions
between the Department and Water Boards a resolution was taken that the funding be transferred in
order to refurbish the ailing infrastructure. The decision was taken very late in the financial year and
funds could therefore not be transferred before the cut-off date.

2 Unfilled vacant posts including OSD posts.
Programme 6
International Water Cooperation 26 111 20934 5177 19.8%

1 Allocation of R3.7 million could not be spent due to a number of planned international engagements
not taking place. This was due to political dynamics and postponements in certain countries.
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ENDED 31 MARCH 2012

Variance as

Final Actual : o q
i Afesit Appropriation | Expenditure VLTI a % of Final
4.2 Per Economic classification PP Appropriation

R’000 R’000 R’000 R’000

Current payments

Compensation of employees 1093 565 922 832 170733 15.6%
Goods and services 1519 996 1354 657 165 339 10.9%
Interest and rent on land 4168 3957 211 5.1%

Transfers and subsidies

Provinces and municipalities 993 076 992 475 601 0.1%
Departmental agencies and accounts 2 280 542 2259018 21524 0.9%
Foreign governments and international 180 600 179738 862 0.5%
organisations

Households 59 506 54 854 4 652 7.8%

Payments for capital assets

Buildings and other fixed structures 2751750 2285167 466 583 17.0%
Machinery and equipment 90213 66 629 23 584 26.1%
Software and other intangible assets 29 457 20133 9324 31.7%
Payments for financial assets 25 446 25 446 - 0.0%

9 028 319 8164 906 863 413




3.2.5 STATEMENT OF FINANCIAL PERFORMANCE

2010/11
R’000 R’000

REVENUE

Annual appropriation 1 9028 319 8203 193
Departmental revenue 2 85 637 33119
Direct Exchequer Receipts 3 - 5 000
Aid assistance 4 165 868 428 001

TOTAL REVENUE 9 279 824 8 669 313
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR
ENDED 31 MARCH 2012

EXPENDITURE

Current expenditure

Compensation of employees 5 922 832 974 949
Goods and services 6 1354 657 2 169 384
Interest and rent on land 7 3957 3260
Aid assistance 4 68 912 91219
Total current expenditure 2 350 358 3238 812
Transfers and subsidies
Transfers and subsidies 9 ‘ 3 486 085 3231259
Aid assistance 4 52 571 5 000
Total transfers and subsidies 3538 656 3236 259
Expenditure for capital assets
Tangible capital assets 10 ‘ 2351796 1521274
Software and other intangible assets 10 20133 7390
Total expenditure for capital assets 2 371929 1528 664
Payments for financial assets 8 25 446 5621
TOTAL EXPENDITURE 8 286 389 8 009 356
SURPLUS FOR THE YEAR 993 435 659 957
mm

Reconciliation of Net Surplus for the year
Voted funds

Annual appropriation 863 413 290 056
Departmental revenue and NRF Receipts 2 85 637 33119
Direct Exchequer receipts 3 - 5 000
Aid assistance 4 44 385 331782

SURPLUS FOR THE YEAR 993 435 659 957




3.2.6  STATEMENT OF FINANCIAL POSITION

2010/11
R’000 R’000

ASSETS

Current assets 896 053 486 638
Unauthorised expenditure 11 3782 3782
Cash and cash equivalents 12 642 129 417 266
Prepayments and advances 13 206 825 14 645
Receivables 14 35312 41 006
Loans 15 8 005 9939

Non-current assets 28 733 81 730
Loans 5 28733] | 81 730

TOTAL ASSETS 924 786 568 368

LIABILITIES

Current liabilities 875 955 471 200
Voted funds to be surrendered to the Revenue Fund 16 863 413 290 056
Departmental revenue and NRF Receipts to be 17 902 485
surrendered to the Revenue Fund
Bank Overdraft 19 439 -
Payables 20 11 201 30623
Aid assistance unutilised 4 - 150 036

TOTAL LIABILITIES 875 955 471 200

NET ASSETS 48 831 97 168

2010/11
R’000 R’000

Represented by:
Recoverable revenue 43 185 97 168
Cash with commercial banks 5 646 -

TOTAL 48 831 97 168
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STATEMENT OF STATEMENT OF CHANGES IN NET
ASSETS FOR THE YEAR ENDED 31 MARCH 2012

3.2.7 Statement of Changes in Net Assets

2010/11
R’000 R’000

Capitalisation Reserves 15
Opening balance 91 669 95 841
Transfers:

Other movements (55 808) (4 172)
Closing balance 35 861 91 669

Recoverable revenue

Opening balance 5499 4889
Transfers: 1825 610
Debts revised 865 -
Debts recovered (included in departmental receipts) (1 4006) (2 435)
Debts raised 2 366 3 045
Closing balance 7 324 5499
Cash with commercial banks 5 646 -

TOTAL 48 831 97 168




3.2.8 CASH FLOW STATEMENT

2010/11
R’000 R’000

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts 9 279 812 8 669 313
Annual appropriated funds received 1 9028319 8203 193
Departmental revenue received 2 85 625 33119
Direct Exchequer Receipts 3 = 5000
Aid assistance received 4 165 868 428 001

Net increase in working capital (205 908) (21 586)

Surrendered to Revenue Fund (375 276) (281 535)

Surrendered to RDP Fund/Donor (194 421) (77 523)

Current payments (2 350 358) (3238 812)

Payments for financial assets (25 446) (5 621)

Transfers and subsidies paid (3 538 656) (3236 259)

Net cash flow available from operating activities 21 2589 747 1807 977

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for capital assets 10 (2 371 929) (1528 664)

Proceeds from sale of capital assets 2.3 12 -

Decrease in loans 54 931 4172

Net cash flows from investing activities (2 316 986) (1 524 492)

CASH FLOWS FROM FINANCING ACTIVITIES

Decrease in net assets (48 337) (3 562)

Net cash flows from financing activities (48 337) (3 562)

Net increase in cash and cash equivalents 224 424 279923

Cash and cash equivalents at beginning of period 417 266 137 343

Cash and cash equivalents at end of period 22 641 690 417 266
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STATEMENT OF ACCOUNTING POLICIES FOR THE YEAR
ENDED 31 MARCH 2012

3.2.9 STATEMENT OF ACCOUNTING POLICIES AND RELATED
MATTERS

The Financial Statements have been prepared in accordance with the following policies, which
have been applied consistently in all material aspects, unless otherwise indicated. However,
where appropriate and meaningful, additional information has been disclosed to enhance
the usefulness of the Financial Statements and to comply with the statutory requirements
of the Public Finance Management Act, Act 1 of 1999 (as amended by Act 29 of 1999),
and the Treasury Regulations issued in terms of the Act and the Division of Revenue Act,
Act 1 of 2010.

1 Presentation of the Financial Statements

1.1 Basis of preparation

The Financial Statements have been prepared on a modified cash basis of accounting, except
where stated otherwise. The modified cash basis constitutes the cash basis of accounting
supplemented with additional disclosure items. Under the cash basis of accounting
transactions and other events are recognised when cash is received or paid.

1.2 Presentation currency

All amounts have been presented in the currency of the South African Rand (R) which is also
the functional currency of the department.

1.3 Rounding

Unless otherwise stated all financial figures have been rounded to the nearest one thousand
Rand (R’000).

1.4 Comparative figures

Prior period comparative information has been presented in the current year’s financial
statements. Where necessary figures included in the prior period financial statements have
been reclassified to ensure that the format in which the information is presented is consistent
with the format of the current year’s financial statements.

1.5 Comparative figures — Appropriation Statement

A comparison between actual amounts and final appropriation per major classification of
expenditure is included in the Appropriation Statement.



2 Revenue

2.1 Appropriated funds

Appropriated funds comprises of departmental allocations as well as direct charges against
revenue fund (i.e. statutory appropriation).

Appropriated funds are recognised in the financial records on the date the appropriation
becomes effective. Adjustments made in terms of the adjustments budget process are
recognised in the financial records on the date the adjustments become effective.

Unexpended appropriated funds are surrendered to the National Revenue Fund. Any amounts
owing to the National Revenue Fund at the end of the financial year are recognised as payable
in the statement of financial position.

Any amount due from the National Revenue Fund at the end of the financial year is recognised
as a receivable in the statement of financial position.

2.2 Departmental revenue

All departmental revenue is recognised in the statement of financial performance when
received and is subsequently paid into the National Revenue Fund, unless stated otherwise.

Any amount owing to the National Revenue Fund at the end if the financial year is recognised
as a payable in the statement of financial position.

No accrual is made for amounts receivable from the last receipt date to the end of the reporting
period. These amounts are however disclosed in the disclosure notes to the annual financial
statements.

2.3 Direct Exchequer receipts

All direct exchequer receipts are recognised in the statement of financial performance when
the cash is received and is subsequently paid into the National Revenue Fund, unless stated
otherwise.

Any amount owing to the National Revenue Funds at the end of the financial year is recognised
as a payable in the statement of financial position.

2.4 Direct Exchequer payments

All direct exchequer payments are recognised in the statement of financial performance when
final authorisation for payment is effected on the system (by no later than 31 March of each
year).
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2.5 Aid assistance

Aids assistance is recognised as revenue when received.

All'in-kind aid assistance is disclosed at fair value on the date of receipt in the annexures to
the Annual Financial Statements

The cash payments made during the year relating to aid assistance projects are recognised as
expenditure in the statement of financial performance when final authorisation for payments
is effected on the system (by no later than 31 March of each year)

The value of the assistance expensed prior to the receipt of funds is recognised as a receivable
in the statement of financial position.

Inappropriately expensed amounts using aid assistance and any unutilised amounts are
recognised as payables in the statement of financial position.

3 Expenditure
3.1 Compensation of employees

3.1.1  Salaries and wages

Salaries and wages are expensed in the statement of financial performance when the final
authorisation for payment is effected on the system (by no later than 31 March of each year).

Other employee benefits that give rise to a present legal or constructive obligation are disclosed
in the disclosure notes to the financial statements at its face value and are not recognised in
the statement of financial performance or position.

Employee costs are capitalised to the cost of a capital project when an employee spends more
than 50% of his/her time on the project. These payments form part of expenditure for capital
assets in the statement of financial performance.

3.1.2 Social contributions

Employer contributions to post employment benefit plans in respect of current employees are
expensed in the statement of financial performance when the final authorisation for payment
is effected on the system (by no later than 31 March of each year).

No provision is made for retirement benefits in the financial statements of the department.
Any potential liabilities are disclosed in the financial statements of the National Revenue
Fund and not in the financial statements of the employer department.



Employer contributions made by the department for certain of its ex-employees (such
as medical benefits) are classified as transfers to households in the statement of financial
performance.

3.2 Goods and services

Payments made during the year for goods and/or services are recognised as an expense in the
statement of financial performance when the final authorisation for payment is effected on the
system (by no later than 31 March of each year).

The expense is classified as capital if the goods and/or services were acquired for a capital
project or if the total purchase price exceeds the capitalisation threshold (currently R5 000).
All other expenditures are classified as current.

Rental paid for the use of buildings or other fixed structures is classified as goods and services
and not as rent on land.

3.3 Interest and rent on land

Interest and rental payments are recognised as an expense in the statement of financial
performance when the final authorisation for payment is effected on the system (by no later
than 31 March of each year). This item excludes rental for the use of buildings or other fixed
structures. If itis not possible to distinguish between payment for the use of land and the fixed
structures on it, the whole amount should be recorded under goods and services.

3.4 Payments for financial assets

Debts are written off when identified as irrecoverable. Debts written-off are limited to the
amount of savings and/or under spending of appropriated funds. The write off occurs at year-
end or when funds are available. No provision is made for irrecoverable amounts but an
estimate is included in the disclosure notes to the financial statements amounts.

All other losses are recognised when authorisation has been granted for the recognition
thereof.

3.5 Transfers and subsidies

Transfers and subsidies are recognised as an expense when the final authorisation for payment
is effected on the system (by no later than 31 March of each year).

3.6 Unauthorised expenditure

When confirmed unauthorised expenditure is recognised as an asset in the statement of
financial position until such time as the expenditure is either approved by the relevant authority,
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recovered from the responsible person or written off as irrecoverable in the statement of
financial performance.

Unauthorised expenditure approved with funding is derecognised from the statement of
financial position when the unauthorised expenditure is approved and the related funds are
received.

Where the amount is approved without funding it is recognised as expenditure in the statement
of financial performance on the date of approval.

3.7 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is recognised as expenditure in the statement of financial
performance according to the nature of the payment and not as a separate line item on
the face of the statement. If the expenditure is recoverable it is treated as an asset until it
is recovered from the responsible person or written off as irrecoverable in the statement of
financial performance.

3.8 Irregular expenditure

Irregular expenditure is recognised as expenditure in the statement of financial performance.
If the expenditure is not condoned by the relevant authority it is treated as an asset until it is
recovered or written off as irrecoverable.

4 Assets

4.1 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost.
Bank overdrafts are shown separately on the face of the statement of financial position.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on
hand, deposits held, other short-term highly liquid investments and bank overdrafts.

4.2 Other financial assets

Other financial assets are carried in the statement of financial position at cost.

4.3 Prepayments and advances

Amounts prepaid or advanced are recognised in the statement of financial position when the
payments are made and are derecognised as and when the goods/services are received or the
funds are utilised.



Prepayments and advances outstanding at the end of the year are carried in the statement of

financial position at cost.

4.4 Receivables

Receivables included in the statement of financial position arise from cash payments made that
are recoverable from another party (including departmental employees) and are derecognised

upon recovery or write-off.

Receivables outstanding at year-end are carried in the statement of financial position at cost
plus any accrued interest. Amounts that are potentially irrecoverable are included in the

disclosure notes.

4.5 Investments

Capitalised investments are shown at cost in the statement of financial position.

Investments are tested for an impairment loss whenever events or changes in circumstances
indicate that the investment may be impaired. Any impairment loss is included in the

disclosure notes.

4.6 Loans

Loans are recognised in the statement of financial position when the cash is paid to the
beneficiary. Loans that are outstanding at year-end are carried in the statement of financial

position at cost plus accrued interest.

Amounts that are potentially irrecoverable are included in the disclosure notes.

4.7 Inventory

Inventories that qualify for recognition must be initially reflected at cost. Where inventories
are acquired at no cost, or for nominal consideration, their cost shall be their fair value at the

date of acquisition.

All inventory items at year-end are reflected using the weighted average cost or FIFO cost

formula.
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4.8 Capital assets
4.8.1 Movable assets

Initial recognition

A capital asset is recorded in the asset register on receipt of the item at cost. Cost of an asset
is defined as the total cost of acquisition. Where the cost cannot be determined accurately,
the movable capital asset is stated at fair value. Where fair value cannot be determined, the
capital asset is included in the asset register at R1.

All assets acquired prior to 1 April 2002 are included in the register R1.

Subsequent recognition

Subsequent expenditure of a capital nature is recorded in the statement of financial
performance as “expenditure for capital assets” and is capitalised in the asset register of the
department on completion of the project.

Repairs and maintenance is expensed as current “goods and services” in the statement of
financial performance.

4.8.2 Immovable assets

Initial recognition

A capital asset is recorded on receipt of the item at cost. Cost of an asset is defined as the total
cost of acquisition. Where the cost cannot be determined accurately, the immovable capital
asset is stated at R1 unless the fair value for the asset has been reliably estimated.

Subsequent recognition

Work-in-progress of a capital nature is recorded in the statement of financial performance as
“expenditure for capital assets”. On completion, the total cost of the project is included in
the asset register of the department that is accountable for the asset.

Repairs and maintenance is expensed as current “goods and services” in the statement of
financial performance.

4.8.3  Intangible assets

Initial recognition

An intangible asset is recorded in the asset register on receipt of the item at cost. Cost of an
intangible asset is defined as the total cost of acquisition. Where the cost cannot be determined



accurately, the intangible asset is stated at fair value. Where fair value cannot be determined,
the intangible asset is included in the asset register at R1.

All'intangible assets acquired prior to 1 April 2002 can be included in the asset register at R1.*

Subsequent expenditure

Subsequent expenditure of a capital nature is recorded in the statement of financial
performance as “expenditure for capital asset” and is capitalised in the asset register of the
department.

Maintenance is expensed as current “goods and services” in the statement of financial
performance.

5 Liabilities

5.1 Payables

Recognised payables mainly comprise of amounts owing to other governmental entities.
These payables are carried at cost in the statement of financial position.

5.2 Contingent liabilities

Contingent liabilities are included in the disclosure notes to the financial statements when
it is possible that economic benefits will flow from the department, or when an outflow of
economic benefits or service potential is probable but cannot be measured reliably.

5.3 Contingent assets

Contingent assets are included in the disclosure notes to the financial statements when it is
probable that an inflow of economic benefits will flow to the entity.

5.4 Commitments

Commitments are not recognised in the statement of financial position as a liability or as
expenditure in the statement of financial performance but are included in the disclosure
notes.

5.5 Accruals

Accruals are not recognised in the statement of financial position as a liability or as expenditure
in the statement of financial performance but are included in the disclosure notes.
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5.6 Employee benefits

Short-term employee benefits that give rise to a present legal or constructive obligation are
disclosed in the disclosure notes to the financial statements. These amounts are not recognised
in the statement of financial performance or the statement of financial position.

5.7 Lease commitments

Finance lease

Finance leases are not recognised as assets and liabilities in the statement of financial
position. Finance lease payments are recognised as an expense in the statement of financial
performance and are apportioned between the capital and interest portions. The finance
lease liability is disclosed in the disclosure notes to the financial statements.

Operating lease

Operating lease payments are recognised as an expense in the statement of financial
performance. The operating lease commitments are disclosed in the discloser notes to the
financial statement.

5.8 Impairment

The department tests for impairment where there is an indication that a receivable, loan or
investment may be impaired. An assessment of whether there is an indication of possible
impairment is done at each reporting date. An estimate is made for doubtful loans and
receivables based on a review of all outstanding amounts at year-end. Impairments on
investments are calculated as being the difference between the carrying amount and the
present value of the expected future cash flows / service potential flowing from the instrument.

5.9 Provisions

Provisions are disclosed when there is a present legal or constructive obligation to forfeit
economic benefits as a result of events in the past and it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable
estimate of the obligation can be made.

6 Receivables for departmental revenue

Receivables for departmental revenue are disclosed in the disclosure notes to the annual
financial statements.
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7 Net Assets

7.1 Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a prior
reporting period but which are recognised in the statement of financial position for the first
time in the current reporting period. Amounts are recognised in the capitalisation reserves
when identified in the current period and are transferred to the National Revenue Fund when
the underlying asset is disposed and the related funds are received.

7.2 Recoverable revenue

Amounts are recognised as recoverable revenue when a payment made in a previous financial
year becomes recoverable from a debtor in the current financial year. Amounts are either
transferred to the National Revenue Fund when recovered or are transferred to the statement
of financial performance when written-off.

8 Related party transactions

Specific information with regards to related party transactions is included in the disclosure
notes.

9 Key management personnel

Compensation paid to key management personnel including their family members where
relevant, is included in the disclosure notes.



3.2.10 NOTES TO THE ANNUAL FINANCIAL STATEMENTS

1 Annual Appropriation

1.1 Annual Appropriation

Included are funds appropriated in terms of the Appropriation Act (and the Adjustments
Appropriation Act) for National Departments (Voted funds) and Provincial Departments:

2011/12 2010/11

Actual Funds not

Programmes Final Funds I’eql;eostted/

Appropriation Received .
received

Appropriation
received

Administration 878 379 869 065 9314 967 498
Water Sector Management 852 351 882 151 (29 800) 402 939
Water Infrastructure Management 2 384963 2 384963 - 2238232
SREELO(;f' Tl ECnEEy e 4774145 4753 659 20 486 4354 342
Water Sector Regulation 112 370 112 370 - 240182
International Water Cooperation 26 111 26 111 - -
Total 9 028 319 9 028 319 - 8203193
2 Departmental revenue
-
Note

Sales of goods and services other than capital assets 2.1 7 620 1810
Interest, dividends and rent on land 2.2 4176 3420
Sale of Capital assets 2.3 12 -
Transactions in financial assets and liabilities 2.4 73 829 27 889

Total Departmental revenue collected 85 637 33119




2.1
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Sales of goods and services other than capital assets

2011/12 2010/11
Note
R’000 R’000
Sales of goods and services produced by the 7548 1778
department
Sales by market establishment 6 964 1067
Other sales 584 711
Sales of scrap, waste and other used current goods 72 32
Total 2 7 620 1810
2.2 Interest, dividends and rent on land
2011/12 2010/11
R’000 R’000
Interest 2 4176 3420
2.3 Sales of capital assets

Tangible assets

Machinery and equipment

2011/12 2010/11

R’000 R’000

12

2.4 Transactions in financial assets and liabilities
2011/12 2010/11
Note
R’000 R’000
Receivables 31116 10 288
State cheques written back - 41
Other Receipts including Recoverable Revenue 42 713 17 560
Total 2 73 829 27 889




3 Direct Exchequer Receipts

2011/12 2010/11
Note
R’000 R’000

Other - 5 000
4 Aid assistance
4.1 Aid assistance received in cash from RDP

2011/12 2010/11

Note
R’000 R’000

Local

Revenue 35 000 -
Expenditure -

Transfers (35 000) -

Closing Balance - -

Foreign

Opening Balance 128 036 (126 223)

Revenue 130 868 368 001

Expenditure (71 083) (91 219)
Current (68 912) (91 219)
Transfers (2171) -

Surrendered to the RDP (187 821) (22 523)

Closing Balance - 128 036
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4.2 Aid assistance received in cash from other sources

2011/12 2010/11
Note
R’000 R’000

Local
Opening Balance 22 000 22 000
Revenue - 60 000

Expenditure

Transfers (15 400) (5 000)
Surrendered to the donor (6 600) (55 000)
Closing Balance - 22 000

4.3 Total assistance

2011/12 2010/11
Note
R’000 R’000

Opening Balance 150 036 (104 223)
Revenue 165 868 428 001
Expenditure (121 483) (96 219)

Current (68 912) 91 219)

Transfers (52 571) (5 000)
Surrendered / Transferred to retained funds (194 421) (77 523)
Closing Balance - 150 036

4.4 Analysis of balance

2011/12 2010/11
Note
R’000 R’000

RDP - 150 036
Closing balance - 150 036

Aid assistance unutilised




5 Compensation of employees

5.1 Salaries and Wages
Note
Basic salary 637 855 683 738
Performance award 14222 13 699
Service Based 2 009 1988
Compensative/circumstantial 9 986 16 988
Periodic payments 1358 1968
Other non-pensionable allowances 141 469 146 377
Total 806 899 864 758
5.2 Social contributions

2011/12 2010/11
Note
R’000 R’000

Employer contributions

Pension 75114 73 854
Medical 40 624 36 098
UIF 3 6
Bargaining council 192 233
Total 115933 110 191
Total compensation of employees 922 832 974 949

Average number of employees 3555 4335
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6 Goods and services
Note

Administrative fees 8 854 26 241
Advertising 29 168 25948
Assets less than R5,000 6.1 9 094 8099
Bursaries (employees) 2726 3180
Catering 8573 7 567
Communication 43 734 55799
Computer services 6.2 132 055 192 260
Consultants, contractors and agency/outsourced 6.3 564 083 1274385
services

Entertainment 157 157
Audit cost — external 6.4 17 447 15 593
Inventory 6.5 48 703 85 932
Operating leases 184 891 198 806
Property payments 6.6 47 090 14 644
Rental and hiring 2 009 -
Transport provided as part of the departmental 565 383
activities

Travel and subsistence 6.7 208 324 209 667
Venues and facilities 16 843 12 470
Training and staff development 18 885 26 649
Other operating expenditure 6.8 11 456 11 604

-

Total 354 657 2169 384




6.1 Assets less than R5,000

Tangible assets

Machinery and equipment
Transport assets

Intangible assets

Total

6.2 Computer services

2011/12 2010/11
Note
R’000 R’000

9 055 8 080

9 050 8 079

5 1

39 19

6 9 094 8 099

2011/12 2010/11
Note
R’000 R’000

SITA computer services 27 927 45 701

External computer service providers 104 128 146 559

Total 6 132 055 192 260
6.3 Consultants, contractors and agency/outsourced services

Business and advisory services
Infrastructure and planning

Laboratory services

Legal costs

Contractors

Agency and support/outsourced services

Total

2011/12 2010/11
Note
R’000 R’000

166 043 225274
175 817 619 602
3477 3 088
5854 7 861
96 014 69 404
116 878 349 156

(o)}

564 083 1274 385
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6.4 Audit cost — External
Regularity audits 16 839 12 762
Performance audits 146 946
Investigations 79 1483
Computer audits 383 402
Total 6 17 447 15593
6.5 Inventory
o
Note
Learning and teaching support material 52 110
Food and food supplies 2 408 1218
Fuel, oil and gas 4425 24 935
Other consumable materials 9157 23 494
Materials and supplies 11332 14 007
Stationery and printing 21215 21972
Medical supplies 112 196
Military stores 2 -
Total 6 48 703 85 932

6.6 Property payments

2011/12 2010/11
Note
R’000 R’000

Municipal services 26 332 1308
Property management fees - 56
Property maintenance and repairs 380 500
Other 20378 12 780

Total 6 47 090 14 644




6.7 Travel and subsistence

2011/12 2010/11
Note
R’000 R’000
6

Local 190 332 190 547

Foreign 17 992 19120

Total 208 324 209 667
6.8 Other operating expenditure

2011/12 2010/11
Note
R’000 R’000
Profess.iopal bodies, membership and 744 346
subscription fees
Resettlement costs 1736 2623
Other 8976 8 635
Total 6 11 456 11 604
7 Interest and rent on land
2011/12 2010/11
Note
R’000 R’000
Interest paid 3957 3260
8 Payments for financial assets
2011/12 2010/11
Note
R’000 R’000
Other material losses written off 8.1 - 5531
Debts written off 8.2 25 446 90

Total 25 446 5 621
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8.1 Other material losses written off

Nature of losses

2011/12 2010/11
Note
R’000 R’000
1

Other losses -

VAT . 5 405
T&S - 125
Total 8 - 5531
8.2 Debts written off

Recoverable revenue written off
Salary overpayment 21
Bursary 3
Travel and subsistence -
Telephone 1
Capital (Overberg) 25 409
Subsidised Transport 3

Ex-employees 1

2011/12 2010/11
Note
R’000 R’000
5
1
1
1
8

Subtotal 25 438

Other debts written off

Salary overpayments 41 66
Tax debt 12 16
Other 1 -
Suppliers 2 -
Ex-employees 5 -
Less: Receipts (6) -
Less: AHFIX (National Treasury call logged — under (47) =

investigation)

Subtotal 8 82

Total debt written off 8 25 446 90




9 Transfers and subsidies

2011/12 2010/11
Note
R’000 R’000
Provinces and municipalities Annex 14, 992 475 985 202
Annex 1B
Departmental agencies and accounts Annex 1C 2259019 1992 802
Foreign governments and international organisations ~ Annex 1F 179 738 180 275
Public corporations and private enterprises Annex 1E - 13 794
Households Annex TH 54 853 59 186
Total 3 486 085 3231 259
10 Expenditure for capital assets

2011/12

2010/11
Note
Rooo | Ro0 |

R’000

Tangible assets 2 351 796 1521274
Buildings and other fixed structures 36 2285167 1291108
Machinery and equipment 34 66 629 230 165
Biological assets 34 - 1

Software and other intangible assets 20 133 7 390
Computer software 35 20133 7 386
Patents, licences, copyright, brand names, 35 i 4
trademarks

Total 2371929 1528 664
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10.1 Analysis of funds utilised to acquire capital assets — 2011/12

Aid assistance

R’000 R’000 R’000
Tangible assets 2 351796 2 351796
Buildings and other fixed structures 2285167 2285167
Machinery and equipment 66 629 66 629
Software and other intangible assets
Computer software 20133 20133
Total 2371929 2371929

10.2 Analysis of funds utilised to acquire capital assets — 2010/11

Voted funds Aid assistance

| Aid asisance |
R’000 R’000
Tangible assets 1521274 - 1521274
Buildings and other fixed structures 1291108 - 1291108
Machinery and equipment 230 165 = 230 165
Biological assets 1 - 1
Software and other intangible assets 7 390 - 7 390
Computer software 7 386 - 7 386
Patents, licences, copyright, brand names, 4 i 4
trademarks
Total 1528 664 - 1528 664




11 Unauthorised expenditure

11.1 Reconciliation of unauthorised expenditure

2011/12 2010/11
Note
R’000 R’000

Opening balance 3782 3782
Unauthorised expenditure awaiting authorisation 3782 3782
Analysis of awaiting authorisation per economic classification
Current 3782 3782
11.2 Analysis of unauthorised expenditure awaiting authorisation per economic
classification
2011/12 2010/11
Note
R’000 R’000
Current 3782 3782
11.3 Analysis of unauthorised expenditure awaiting authorisation per type

2011/12 2010/11
Note
R’000 R’000

3782

Unauthorised expenditure incurred not in accordance

with the purpose of the vote or main division 3782

12 Cash and cash equivalents

2011/12 2010/11
Note
R’OOO R’000

Consolidated Paymaster General Account 636 974 417 291
Disbursements (1 052) (136)
Cash on hand 95 79
Cash with commercial banks 6 085 -
Investments (Local) 27 32
Total 642 129 417 266




13 Prepayments and advances
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Travel and subsistence

Advances paid to other entities

2011/12 2010/11
Note
R’000 R’000
176 415
206 649 14 230
206 825 14 645

Total

14 Receivables

2010/11
R’000 R’000 R’000 R’000 R’000
Less Older
than one than three Total Total
year years
Claims recoverable sl 13 877 7 703 3 831 25411 22 077
Annex 4
Recoverable expenditure 14.2 (159) 1692 3 1536 3919
Staff debt 14.3 2979 1406 3790 8175 7 109
Other debtors 14.4 147 7 36 190 7 901
Total 16 844 10 808 7 660 35 312 41 006
14.1 Claims recoverable
2011/12 2010/11
Note
R’000 R’000
National departments 13 992 9358
Provincial departments 9 945 10 259
Public entities 1474 2 460
Total 14 25 411 22 077




14.2 Recoverable expenditure (disallowance accounts)

2011/12 2010/11
Note
R’000 R’000

Sal: Deduction Disallowance Acc 178 152
Sal: Reversal Control Acc 1214 1401
Sal: Tax debt 141 136
Disallowance Miscellaneous - 1325
Sal: Pension Fund CL - 43
Sal: Medical Aid 3 5
Roodeplaat Mess - 857
Total 14 1536 3919

14.3 Staff debt

2011/12 2010/11
Note
R’000 R’000

Salary overpayment 2 669 2 364
Tax debt 44 49
Bursary (Breach of contract) 2177 1632
State Guarantees 102 108
T&S Advance: Dom 32 35
GG Accidents 160 177
Telephone Debt 70 64
Departmental Debt 6 6
Employee 156 84
Ex-employee 382 376
Fraud 413 105
Other 641 515
Subsidised Transport 1323 1594
Total 14 8175 7 109
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14.4 Other debtors

2011/12 2010/11

Note

R’000 R’000
Suppliers 44 44
VAT Clearing Account 146 7 857
Total 14 190 7 901
15 Loans

2011/12 2010/11
Note
R’000 R’000

Public corporations 36738 91 669
Less: Current portion of loans 8 005 9939
Total 28 733 81730

Analysis of Balance

Opening balance 91 669 95 841
New Issues 4 808 6798
Repayments (5276) (10 970)
Write-offs (25 409) -
Adjustment (Refer Annexure 2B) (29 054) =
Closing balance 36738 91 669

The closing balance regarding “Capitalisation Reserves” in the statement of Changes in Net Assets differ to
the closing balance of this note with the amount of R877 000.00 because the recoverable revenue amount of
loans does not correspond with the system. This matter is under investigation with National Treasury.



16 Voted funds to be surrendered to the Revenue Fund

2011/12 2010/11
Note
R’000 R’000
Opening balance 290 056 193 463
Transfer from statement of financial performance 863 413 290 056
Paid during the year (290 056) (193 463)
Closing balance 863 413 290 056
17 Departmental revenue and NRF Receipts to be surrendered to

the Revenue Fund

2011/12 2010/11
Note
R’000 R’000

Opening balance 485 50 438
Transfer from Statement of Financial Performance 85 637 33119
Paid during the year (85 220) (83 072)
Closing balance 902 485
18 Direct Exchequer receipts to be surrendered to the Revenue
Fund

2011/12 2010/11
Note
R’000 R’000

Transfer from Statement of Financial 5 000
Performance

Paid during the year (5 000)

Closing balance

19 Bank Overdraft

2010/11

R’000

2011/12
Note
R’000

Overdraft with commercial banks (Local) 439




20 Payables — current

Advances received
Clearing Accounts
Other payables
Total

20.1 Advances received

Advances fro Foreign and International Organisations
Advances from Gauteng (Hartbeespoort WFW)

Advances from Public Entities: Irrigation Boards

Roodeplaat Mess
Total

20.2 Clearing accounts

Salary Deduction control accounts
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2011/12 2010/11
Note
R’000 R’000
20.1 11 006 30 034
20.2 191 543
20.3 4 46
11 201 30 623

2011/12 2010/11
Note
R’000 R’000

4071
6 908 6 907
27 32
- 23 095
11 006 30 034

2011/12 2010/11
Note
R’000 R’000

20 191 543




20.3 Other payables

2011/12 2010/11
R’000 R’000

Sal: ACB Recalls
Disallowance Miscellaneous

Claims: Gov & Int Org: Claims received

Total

21 Net cash flow available from operating activities

2011/12 2010/11
Note
R’000 R’000

Net surplus as per Statement of Financial

Performance 993 435 659 957
ésgr;?,fg gé)tril\/ict?;?/cash movements not deemed 1596312 1148 020
Increase in receivables — current 5 694 16 246
Decrease in prepayments and advances (192 180) (2 186)
(Increase)/Decrease in other current assets = =
Proceeds of capital assets (12) -
Decrease in payables — current (19 422) (35 646)
Expenditure on capital assets 2371929 1528 664
Surrenders to Revenue Fund (375 276) (276 535)
Surrenders to RDP Fund/Donor (194 421) (77 523)
Other non-cash items - (5 000)

Net cash flow generated by operating activities 2589 747 1807 977
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22 Reconciliation of cash and cash equivalents for cash flow
purposes
-
Note
Consolidated Paymaster General account 636 974 417 291
Disbursements (1 052) (136)
Cash on hand 95 79
Cash with commercial banks (Local) 5673 32

Total 641 690 417 266




3.2.117 DISCLOSURE NOTES TO THE ANNUAL FINANCIAL STATEMENTS

These amounts are not recognised in the Annual Financial Statements and are disclosed to
enhance the usefulness of the Annual Financial Statements.

23 Contingent liabilities and contingent assets

23.1 Contingent liabilities

2011/12 2010/11
Note
R’000 R’000

Liable to Nature

Motor vehicle guarantees ~ Employees Annex 3A - 373
Housing loan guarantees ~ Employees Annex 3A 168 8 869
Other guarantees (KOBWA, TCTA, Land ~ Annex 3A 21 366 829 23083 611

Bank, LHDA, etc.)

Claims against the department Annex 3B 60916 7 371
Other departments (interdepartmental unconfirmed Annex 5 13 15
balances)

Total 21 427 926 23 100 239

The corresponding figure of “Other guarantees” has been restated to reflect R23 083 611 000.00 (2010/11).
The difference of R2 966 802 000.00 was due to the incorrect inclusion of the short term investments in the
prior year closing balance of the guarantee in respect of “Call bills and Capital bills” (TCTA 13).
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23.2 Contingent assets

N 2011/12 2010/11
ote
R’000 R’000

Nature of contingent asset

Mametsa (Motor Accident) 2 2
Guma & Steenbok (Outstanding rental) 2 2
Nemaungane (Outstanding rental) 7 7
Braam Gouws (Defective cupboards) 7 7
CN Polo (Outstanding rental) 14 14
Noordvaal Crushers (Motor Accident) 35 35
MF Latakgomo (Motor vehicles misuse) 209 209
PD Kruger vs Camagu Chumu Ayaya Mthshizana (Main) 37 -
Fountains Civil Engineering (Main) 12 -
TPD Business Solutions (Main) 176 -
Castle Coal Mines (Pollution Control) - 847
George Kuyler (Main) 56 -
Minister of DWA vs SHP Roberts (Main) 7 -
DWA/ NR Horne (Main) 68 -
T-Systems and Senokwane (Main) 2 900 -

Total 3532 1123




24 Commitments

2011/12 2010/11
Note
R’000 R’000

Current expenditure

Approved and contracted 600 817 546 833
Approved but not yet contracted 25530 5714
626 347 552 547
Capital expenditure (including transfers)
Approved and contracted 96 115 23 824
Approved but not yet contracted 9 897
106 012 23 824
Total Commitments 732 359 576 371

The commitments for 2011/12 (as at 31 March 2012) do not include commitments to the amount of R124
950 million that will only be paid after 1 April 2013.



25 Accruals

Listed by economic classification

| 30Days | 30+Days
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2011/12 2010/11
R’000 R’000

Goods and services 85 471 16 862 102 333 57 135
Capital assets 77 757 101 77 858 7 413
Other - - - 55
Total 163 228 16 963 180 191 64 603

Listed by programme level
Administration

Water Sector Management

Water Infrastructure Management
Regional Implementation and Support
Water Sector Regulation

International Water Cooperation

Total

Confirmed balances with other departments
Confirmed balances with other government entities

Total

2011/12 2010/11
R’000 R’000

57326 19 849
14114 -
- 7 894

102 635 34130
5495 2 730
621 -
180 191 64 603

2011/12 2010/11

Annex 5 48 151
Annex 5 - -
48 151




26 Employee benefits

Leave entitlement

Service bonus (Thirteenth cheque)
Performance awards

Capped leave commitments

Total

R’000

2010/11
R’000

40174 44 821
24528 24 426
16 434 14 346
85 237 106 392
166 373 189 985

The prior year amount regarding “Performance awards” was restated from R4 743 million to R14 346 million.

27 Lease commitments

27.1 Operating leases expenditure

2011/12

Not later than 1 year

Later than 1 year and not later
than 5 years

Later than five years

Specialised

military
equipment

Buildings
and other
fixed
structures

53 931
236 053

177 459

Machinery
and
equipment

Total

53 931

236 053

177 459

Total lease commitments

467 443

467 443

2010/11

Not later than 1 year

Later than 1 year and not later than
5 years

Later than five years

Specialised

military
equipment

Buildings
and other
fixed
structures

Machinery
and
equipment
11 249
9559

5000

11 249

9559

5 000

Total lease commitments

25 808

25 808
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27.2 Finance leases expenditure
Specialised ::(;Iglt';‘gei Machinery
2011/12 military fixed and
equipment structures equipment
Not later than 1 year - - - 8156 8156
Later than 1 year and not later than i i i 8155 8155
5 years
Later than five years - - - - -
Total lease commitments - - - 16 311 16 311
LESS: finance costs - - - 5507 5507
Total present value of lease ) ) i 10 804 10 804

liabilities

Specialised Rl Machinery
2010/11 military angxtzt:er and

equipment structures equipment
Not later than 1 year - - - 12 968 12 968
lga;i;:?an 1 year and not later than i i i 10939 10 939
Later than five years - - - - -
Total lease commitments - - - 23 907 23 907
LESS: finance costs - - - 6224 6224
Total present value of lease ) _ i 17 683 17 683

liabilities




28 Irregular expenditure

28.1 Reconciliation of irregular expenditure

NI 2011/12 2010/11
| R0 R000

Opening balance 68 997 12 525
Add: Irregular expenditure — relating to prior year 1009 670 46 978
Add: Irregular expenditure — relating to current year 66 051 13 953
Less: Amounts condoned (58 891) (4 458)
Less: Amounts recoverable (not condoned) - (1)
Irregular expenditure awaiting condonation 1085 827 68 997

Analysis of awaiting condonation per age classification

Current year 66 051 13 952
Prior years 1019776 55 045
Total 1085 827 68 997

In the figure of R1 009.6 billion includes the irregular expenditure related to none compliance with DORA
to the amount of R869 million.



3.2.11: DEPARTMENT OF WATER AFFAIRS VOTE 38

DISCLOSURE NOTES TO THE ANNUAL FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

28.2 Details of irregular expenditure — current year

2011/12
R’000

Incident (Disciplinary steps taken/criminal proceedings)

Catering (FS) 21
Catering (FS) 20
Water use implementation verification (Mpumalanga) 3 000
Maintenance — Record console (scm procedure not followed — NW) — Disciplinary hearing 157
in process

Finance Lease — Hewlette (scm procedure not followed — NW) — Disciplinary hearing in 500
process

Leasg Payments — Journey vehicle (scm procedures not followed (NW) — Disciplinary 206
hearing in process

Maintenance — WVS (scm procedure not followed — NW) 43
Suppliers not registered on Cipro and SARS — Betty Matthew Ent 25
Suppliers not registered on Cipro and SARS — Zingwe Trading) 16
Suppliers not registered on Cipro and SARS —Viv M Trading 29
Suppliers not registered on Cipro and SARS — Hope for all Gen Trad 12
Routers — Telemaster (scm procedures not followed) — Disciplinary hearing in process 276
NW - Bid awarded to a bidder who quoted the highest with lower points — tools for WFW 38
Bid awarded to bidder who quoted the highest with lower points — tools for WFW 125
Procurement of photocopying machines — Mpumalanga 985
Splitting of bids — promotional material for Water Week 1029
Contract extension not approved on time — Lab analysis — Sep — Nov 2010 200
Contract extension not approved on time — Lab analysis — Dec 2010 — Mar 2011 200
Variation order not approved by RBAC 128
Three quotations not sourced — Training 14
WQ 12591 KZN - Evaluation Criteria not specified in the tender documents 444
WQ 12493 KZN - Evaluation Criteria not specified in the tender documents 489
WQ 11484 KZN — Evaluation Criteria not specified in the tender documents 428
WQ 12308 KZN - Evaluation Criteria not specified in the tender documents 380
WQ 12045 KZN — Evaluation Criteria not specified in the tender documents 470

WQ 12252 KZN - Evaluation Criteria not specified in the tender documents 445



2011/12

Incident (Disciplinary steps taken/criminal proceedings)

R’000
WQ 12184 KZN — Evaluation Criteria not specified in the tender documents 497
WQ 11638 KZN - Evaluation Criteria not specified in the tender documents 482
WQ 11487 KZN - Evaluation Criteria not specified in the tender documents 482
WP9138 — LIM Water Services —-Dynacon PTY Ltd 2738
PN 185560 LIM — Payment approved by non-delegated official 2783
Lim — No contract exist for operating lease (Afrox) 31
Lim — Bidder who scored less was appointed and then ceded the contract to another bidder 129
Lim — Misclassification — TLM Engineering System 698
Relocation of Ms BP Sonjica — services rendered without order 7
Design and printing of Christmas cards (Deputy Minister) 8
Service rendered after the contract expired (War on Water Leaks Dev Prog) 560
Single supplier approached without DBAC approval (Rand Show Exhibition) 121
Service rendered without an order — replacement of locks in Ministry 17
GP — Workshop on Ground Water surface 3
Contract scope extended without prior approval — Competence based Ass & Recruit 1875
Services rendered without an order — Rendering of garden services a Roodeplaat 24
Serv?ces rendered without an order — Installation of an extra view system on DSTV — Comm 3
Services
Services rendered without following scm procedures —Exhibitions, tickets, etc. 206
Services rendered without an order — Rental plants (EC) 15
Services rendered without an order — Catering (EC) 14
Mooi-Mgeni Transfers scheme 350
Transcribing the Water Tribunal Cassettes 13
Mpumalanga — Catering 4
Eastern Cape — Transport Services — Ndlazi Tours 10
Services rendered during Water Week 174
2020 Vision Programme — B-BBEE and school interventions 1150
Security services rendered during recruitment drive — Metro Police 84
KZN - Printing of promotional material, catering, etc. — Meta Lika Holdings 374

Admin support and response handling during recruitment drive — Limpopo 636
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Incident (Disciplinary steps taken/criminal proceedings) 20:;62)(2)
Maintenance of switchboard and video conference system 469
MTN general packet radio services account 55
Entertainment services rendered during Minister’s Imbizo — 999 music 90
Catering for evaluation meeting — Climate change 1
Quotations sourced outside data base KZN — Road transport 27
Framing of poster — procedure and followed 1
Catering for GRDM software update workshop 2
WC - rendering of cleaning services 667
WC — PSP for strategic support for Water Conservation Programme — Regional Bulk 997
FS-PN236612 —Three quotations not sourced — Venue and facilities 7
FS-PN228385 — Three quotations not sourced — Catering 7
FS-PN236756 — Global Africa Network — Sole supplier utilised without prior approval 19
FS-PN222282 —Three quotations not sourced — Catering 9
FS-WQ12917 — Supplier not registered on the data base — Bodibeng Chemicals 37
FS-WQ12726 — Supplier not registered on the data base — Matsapa Trading 732CC 91
FS-PN230368 — Supplier not registered on the data base — Metso ya Lefa Trading — Catering 15

FS-PN233341 — Supplier not registered on the data base — TMZ Events and Marketing —

Catering 7
FS-PN233280 — Supplier not registered on the data base — Patrick Removals 18
FS-PN218244 — Supplier not registered on the data base — Bloem Sisters Trading CC 15
FS-PN221723 — Supplier not registered on the data base — Relekane Trading and Tenders 14
FS-PN227649 — Supplier not registered on the data base — Bloem SPA Lodge 12
FS-PN234182 — Supplier not registered on the data base — Kopano Nokeng Lodge 10
FS-PN239559 — Supplier not registered on the data base — Flexi Trade 110 1
FS-PN218680 — Requisition approved after the invoice — Thebe Special Projects 14
NW-PN219411 & PN223287 — Three quotations not sourced — Lexis 1
PN006387 — KZN —Transporting youth from Durban to King Shaka — Three quotations not 27
sourced

GP-WP10292 — Appointment of PSP to undertake feasibility study of Regional Water 852

Treatment

GP — Attending secretarial day 5



Incident (Disciplinary steps taken/criminal proceedings)

GP - Attending Waste Water Treatment Course

GP - Attending 2010 African Water Leakge Summit in CPT

GP — Attending 2010 African Water Leakge Summit in Midrand
GP — Catering for Water Conservation WDM Workshop

GP - Catering for Client Liaison Forum

GP - Catering for Upper Vaal illegal water use

GP — Appointment of events company for Gauteng Water Indaba
GP — Attending course at Stellenbosch University

GP — Additional venue hire for Water Sector Forum

GP - Catering for disaster management forum

Mpumalanga — 3 quotations not sourced

Overpayment to Inkomati Catchment Management Agency
EC=ECRO Water Supply projects exceeded the approved budgets without approval

WQ13952: Lim — Contract awarded to supplier who scored low-Retshegofaditswe 121
Trading project

Limpopo — Overtime payment exceeded 30% without approval: Persal 16567391
Mpumlanga — Overtime payment exceeded 30% of salary without approval: Persal 15525953
WO00030-WTE: Mpu — Main account utilised a tender awarded by WTE without approval
WP10508-WC — Peninsula Cleaning Services

WP10584 — WC Evidence of the functioning of RBAC could not be provided

WC: Recquisition approved after invoice — Thebe special projects Conference

WP10507-WC — Evidence of the functioning of the spec com could not be provided —
Siwundla & Maf

KZN - Gooderson Leisure Corporation — Supplier not registered on the data base
KZN — Holiday Inn — Supplier not registered on the data base

KZN - Stuttaford Van Lines — Supplier not registered on the data base

KZN - Hilton Durban Hotel — Supplier not registered on the data base

KZN — Durban Jewish Centre — Supplier not registered on the data base

KZN - Style Carft Office design — Supplier not registered on the data base

KZN — Makro — Supplier not registered on the data base

2011/12
R’000

kol

11

358

64

378
12 667
9 585

129

698
667
887

14

573

44
68

22

35
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Incident (Disciplinary steps taken/criminal proceedings) 20:;6:)(2)
Head Office — Quotations sourced from a company owned by the spouse of an employee — 59
Madonoro Trd

Mpumalanga suppliers not on the database !

WC - 3 quotations not sourced 101
H/O Contracted amount exceeds the tender /offer amount WP 10936, WP10510, WP10396 13 000

Total 66 051
28.3 Details of irregular expenditure condoned
. . . 2011/12

Incident Condoned by (condoning authority) R'000

Payment for Russian interpretation services 24
Services rendered for DWA recruitment drive 48
Hot beverage vending machine 39
Masibambane Il — “Water for Growth and Development” 11758
Groundwater surface water interaction workshop — Free State University 3
Rendering of travel and reservation services 46 978
FS — Catering 20
FS — Catering 21
Total 58 891

The irregular expenditure for prior year includes expenditure incurred by the Department of Public Works
when procuring accommodation (Continental Building and Limpopo regional office) for the Department, for
the estimated amount of R46.9 million. The matter is still under investigation. The irregular for prior year also
includes the RBIG transfer for the amount of R869.5 million



29 Fruitless and wasteful expenditure

29.1 Reconciliation of fruitless and wasteful expenditure

2010/11
R’000 R’000

Opening balance 369

Fruitless and wasteful expenditure — relating to prior year 18 833

Fruitless and wasteful expenditure — relating to current year 3899 369

Fruitless and wasteful expenditure awaiting condonement 23 101 369
29.2 Analysis of awaiting condonation per economic classification

201 0/11

Current 23 101
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29.3  Analysis of Current year’s fruitless and wasteful expenditure

proceedings

2011/12
R’000

GP - Traffic fines paid on behalf of employees Money will be recovered from official 2

GP — Overpayment of transferred official Money will be recovered from official 17

NW - Two months’ salary paid after termination ey will o2 EaeyeTE e 1emme; 29
employee

MPU — VAT paid to non VAT Vendor Money will be recovered from supplier 25

MPU — Overpayment of VAT Amount Money will be recovered from supplier 4

WC — VAT paid to non VAT Vendor Money will be recovered from supplier 20

EC — VAT paid to non VAT Vendor Money will be recovered from supplier 166

EC — Overpayment of Admin Fees — Rennies Money will be recovered from supplier 16

FS-Payment of interest to First Auto Money will be recovered from supplier 1

Mpu — VAT paid to non VAT Vendor — Haarith Trading  Money will be recovered 2

Mpu - oyerpaymnt of invoice PM240366 — A & K Money will be recovered 1

Construction

II;/I\‘Eju—overpayment of invoice PM25066 ZMP Trad & Money will be recovered 1

Mpu — O\{erpayment of supplier PM250446 ZMP Money will be recovered 1

Trad & Proj

WC - VAT paid to non VAT Vendor Premier Attr. Money will be recovered 3

164CC

WC - Vat paid to non VAT Vendor Silver Inv .

PM219764 Money will be recovered 3

Lepelle N. Water overpayment of man. Fees by 1%  Money will be recovered 253

WC — Interest paid on overdue account Wesbank Money will be recovered 1

Head Office Comm: Payment made after funds .

tranfered to GCIS: Ezink Money will be recovered 1518

Overpayment of acting allowance: Act Dir Corp .

Planning Pers 10257098 Money will be recovered 1

WTE expenses paid by main account PM 268809 Money will be recovered 19

Head Office Admin: Payment of EXYS for access . 1353
Money will be recovered

sec. sys.

Payment to Sunday overtime incorrectly calculated ~ Money will be recovered 1

Head Office VAT incorrectly calculated Money will be recovered 60

Gauteng — VAT paid to non VAT Vendor Ya hina man.  Money will be recovered 25



Incident Disciplinary steps taken/criminal 2011/12
proceedings R’000

Gauteng — VAT paid to non Vendor Bumed Marketing cc ~ Money will be recovered 1
Limpopo — VAT paid to non VAT Vendor VIP catering Money will be recovered 13
I1<ZZ1N—VAT paid to non VAT vendor Miltilayer Trad. Money will be recovered 78
cc
H/O traffic fines for KWERANO 7
Training no attendance register 10
Overpayment to A and K Construction 1
Overpayment to ZMP Trading Projects 1
KZN overpayment exceeding the contract amount 19
H/O overpayment salary claim 1
Training no attendance register 36
VAT charged on wages IA U Thukela Water 35
Total 3 899

The prior year fruitless expenditure includes the payment for Continental Building for the amount of
R4.89 million which was signed and paid from 1 December 2007 but were only occupied in April 2009.
It also includes the amount from AGSA special report for the amount of R1.75 million. Please note that the
amount of R165.00 could not be included as it is below R500.00.

30 Related party transactions

1 Any losses made by the WTE must be made good from the Exchequer as an
augmentation. See Annexure 1C.

2 Guarantees were provided for the TCTA and KOBWA. See Annexure 3A.

3 Loans were provided to the Water Boards, Irrigation Boards and Water User
Association. See Annexure 2B.

4 Transfers made to CMA’s Inkomati and Breede-Overberg. See Annexure 1C.
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31 Key management personnel

2011/12 2010/11
No. of Individuals
R’000 R’000

Political office bearers (provide detail below) 2 3 468 3303
Officials:

Level 15to 16 9 8 646 8 101
Level 14 24 21537 22 213
Total 33 651 33617

In note 6, (current year) under the item: “Consultants, contractors and agency/outsourced services” an
amount of R15 338 176.78 is included as remuneration for the Business Process Review (BPR) committee.
The committee was appointed by the minister to review and advise the minister on the business processes
re-engineering of the Department. The committee looks at: The overall government mandate given to the
Department. The relevance of the Departmental Strategic Plan to the overall priorities of government and
evaluate all the legal instruments. The remuneration is as follows:

Names Remuneration Amount

Mr A Z Dlamini 1179 796.71
Prof GM Nkondo 1913 795.00
Ms R Kalidass 1897 492.00
Mr T Modise 1492 480.33
Mr F Zondach 1437 196.00
Ms B Mabandla 1064 826.00
Mr R Motsepe 297 604.50
IN TOUCH TRAINING CC 1026 849.00
ROCALISTEP (PTY) LTD 1554 612.00
THE VILLAGE LEADERSHIP CONSULTING 435 549.75
Mr W Metcalt 1234 800.00
Mr B Schreiner 567 489.00
Mr J Kanjere 177 044.49
Dr T Mkhondo 1058 642.00

15338 176.78




32 Impairment

2011/12 2010/11
| R0 R000
Impairment

Debtors 2 644 3013

32 Provisions

2011/12 2010/11
Note
R’000 R’000

Acid Mine Drainage (AMD) short term intervention

(As per contracts awarded) 2056 000 i
National Water Resource Strategy 17 000
Total 2 073 000 -

34 Movable Tangible Capital Assets

MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

Current Year
Opening Ad]u§tments kbt || s Closing
balance | to prior year Balance
balances

R’000 R’000 R’000 R’000 )

MACHINERY AND EQUIPMENT 157 287 (5 337) 59 061 7 438 203 573
Transport assets 5381 (835) 984 1337 4193
Computer equipment 51231 (7 374) 13 485 3368 53 974
Furniture and office equipment 37 562 (6 678) 5 867 1431 35320
Other machinery and equipment 63 113 9 550 38725 1302 110 086

BIOLOGICAL ASSETS

Biological assets 1 (1) s - -

TOTAL MOVABLE TANGIBLE

CAPITAL ASSETS 157 288 (5 338) 59 061 7 438 203 573
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34 .1 Additions

ADDITIONS TO MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

Received
current, not

paid

(Capital Work
in Progress
current
costs and
finance lease
payments)

Non-cash

(Paid current

year, received
prior year)

MACHINERY AND EQUIPMENT

Transport assets 5 844 - (4 937) 77 984
Computer equipment 13 480 = - 5 13 485
Furniture and office equipment 11295 - (5 465) 37 5867
Other machinery and equipment 36 010 - - 2715 38725

TOTAL ADDITIONS TO
MOVABLE TANGIBLE CAPITAL 66 629 - (10 402) 2 834 59 061
ASSETS

34.2 Disposals

DISPOSALS OF MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

UETisiis? Cd Total Cash Received
Sold for cash | or destroyed .
disposals Actual
or scrapped
R’000 R’000 R’000 R’000

MACHINERY AND EQUIPMENT

Transport assets = 1337 1337 =
Computer equipment 200 3168 3368 12
Furniture and office equipment - 1431 1431 -
Other machinery and equipment - 1302 1302 -

TOTAL DISPOSAL OF MOVABLE

TANGIBLE CAPITAL ASSETS 200 7238 7438 12




34.3 Movement for 2010/11

MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2011

Opsning Additions Disposals Closing balance
balance

R’000 R’000 R’000 R’000

MACHINERY AND EQUIPMENT 97 257 60 030 - 157 287
Transport assets 2470 2911 - 5381
Computer equipment 34 047 17 184 - 51231
Furniture and office equipment 31318 6244 - 37 562
Other machinery and equipment 29 422 33 691 - 63 113

BIOLOGICAL ASSETS

Biological assets - 1 - 1

TOTAL MOVABLE TANGIBLE

ASSETS 97 257 60 031 - 157 288

34.4 Minor assets

MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED
AS AT 31 MARCH 2012

Sl::icl'i?::ed Intangible | Heritage Magl:(r;ery Biological
y assets assets . assets
assets equipment

- 64 i

Opening balance 24 749 - 24813
Current Year Adjustments - (47) - (561) - (608)
to Prior Year balances

Additions - 38 - 9 849 - 9 887
Disposals - - - (1 682) - (1 682)

TOTAL MINOR ASSETS - 55 - 32 355 - 32410
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MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED
AS AT 31 MARCH 2011

Specialised

Machinery

Intangible | Heritage Biological

piliany assets assets e'md assets
assets equipment

Opening balance - 47 - 424 231 - 424278
Current Year Adjustments - - - (407 282) - (407 282)
to Prior Year balances

Additions - 17 - 7 800 - 7 817
Disposals - - - - -

TOTAL MINOR ASSETS - 64 - 24 749 - 24 813

35 Intangible Capital Assets

MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

Current Year

Opening | Adjustments
balance | to prior year
balances

Closing

Additions | Disposals Balance

R’000 R’000 R’000 R’000 R’000

COMPUTER SOFTWARE 22 632 3412 20133 - 46 177

PATENTS, LICENCES, COPYRIGHT,

BRAND NAMES, TRADEMARKS il iz - - L=

TOTAL INTANGIBLE CAPITAL

ASSETS 23 032 3195 20133 - 46 360




35.1 Additions

ADDITIONS TO INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED 31
MARCH 2012

Received current
(Development h
Non- work in pearuatnald
Cash Total
Cash progress — .
(Paid current year,
current costs) ; :
received prior year)
R’000 R’000 R’000 R’000 R’000
Computer software 20133 - - - 20133
TOTAL ADDITIONS TO
INTANGIBLE CAPITAL 20133 - - - 20 133
ASSETS

35.2 Movement for 2010/11

MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2011

Opening Additions | Disposals (i
balance balance
R’000 R’000 R’000 R’000

COMPUTER SOFTWARE 15233 7 399 - 22 632

PATENTS, LICENCES, COPYRIGHT, BRAND

NAMES, TRADEMARKS 396 4 - 400

TOTAL INTANGIBLE CAPITAL ASSETS 15 629 7 403 - 23 032
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36 Immovable Tangible Capital Assets

MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

Current Year
Adjustments to Additions | Disposals
prior year balances

Opening
balance

Closing
Balance

BUILDINGS AND OTHER

FIXED STRUCTURES 34 198 16 275 248 699 308 763
Dwellings 9775 16 - 699 9 092
Non-residential buildings 6923 - - - 6923
Other fixed structures 17 500 - 275 248 - 292 748
LAND AND SUBSOIL ASSETS

Land 11 503 - - - 11503
OB ILATONT L 45 701 16 275 248 699 320 266

TANGIBLE CAPITAL ASSETS

DWA entered into a MoA with TCTA to construct assets on behalf of WTE. The agreement refers to DWA. The
reference to DWA in the agreement is the WTE. These assets are not included in note 36 as they are already
accounted for the WTE as intended.

36.1 Additions

ADDITIONS TO IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2012

(Capital Work Received
in Progress | current, not paid
current
Cash NEREEEN | e v (Paid current
finance lease year, received
payments) prior year)

R’000 R’000 R’000 R’000 R’000
BUILDING AND OTHER FIXED STRUCTURES
Other fixed structures 2285167 275248 (2 285 167) = 275 248

TOTAL ADDITIONS TO
IMMOVABLE TANGIBLE 2285167 275 248 (2 285 167) - 275 248
CAPITAL ASSETS




36.2 Disposals

DISPOSALS OF IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR
THE YEAR ENDED 31 MARCH 2012

Transfer out Total Cash
Sold for cash | or destroyed . Received
disposals
or scrapped Actual
R’000 R’000 R’000 R’000

BUILDING AND OTHER FIXED STRUCTURES
Other fixed structures 699 699 -

TOTAL ADDITIONS TO IMMOVABLE

TANGIBLE CAPITAL ASSETS 699 699 i

36.3 Movement for 2010/11

MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2011

Opening Additions | Disposals (el
balance balance

BUILDINGS AND OTHER FIXED STRUCTURES 34 198 - 34 198
Dwellings 9775 - - 9775
Non-residential buildings 6923 - - 6923
Other fixed structures 17 500 - - 17 500

LAND AND SUBSOIL ASSETS
Land 11 503 = = 11503

TOTAL IMMOVABLE TANGIBLE ASSETS 45 701 - - 45 701
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37 Transfer of functions

37.1 Statement of Financial Position

Bal per
dept
2011/12
AFS before
transfer

2011/12 2011/12 2011/12 2011/12 2011/12
Note
R’000 R’000 R’000 R’000 R’000

Functions Functions Functions
per dept per dept per dept
(transferred)/ | (transferred)/ | (transferred)/
received received received

2011/12
Bal after
transfer

ASSETS

Current Assets

Receivables - (265) - - (265)
NET ASSETS - (265) - - (265)

37.2 Disclosure Notes

Bal per
dept
2011/12
AFS before

Functions Functions Functions
per dept per dept per dept
(transferred)/ | (transferred)/ | (transferred)/
received received received

2011/12
Bal after
transfer

transfer

2011/12 2011/12 2011/12 2011/12 2011/12
Note
R’000 R’000 R’000 R’000 R’000

Movable tangible

capital assets - (7766) - = (7 766)
Immovable tangible i 699 i i (699)
capital assets

Total - (8 730) - - (8730)

The amount of R265 000.00 represents twenty staff debt transactions and the amount of R7 766 million
(Major Assets R6 298 million + Minor Assets R1 468 million) is for machinery and equipment, while the
amount of R699 thousand is for dwellings, that were transferred to the Department of Environmental Affairs.
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ANNEXURES TO THE ANNUAL FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012
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ANNEXURES TO THE ANNUAL FINANCIAL STATEMENTS
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ANNEXURES TO THE ANNUAL FINANCIAL STATEMENTS
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PART 3.3: WATER TRADING
ENTITY

3.3.1: REPORT OF THE ACCOUNTING OFFICER
FOR THE YEAR ENDED 31 MARCH 2012

3.3.1 Report of the accounting officer for the year ended
31 March 2012

1 BACKGROUND

The Water Trading Entity (WTE) was established in 1983 under the Exchequer Act as a
trading account operating as an integral part of the Department of Water Affairs. The
status of government trading accounts was eventually changed through the Public Finance
Management Act of 1999, converting trading accounts into trading entities. The Water Trading
Entity conversion was however delayed up until 2006 and the entity presented for the first
time its financial statement in compliance with Generally Accepted Accounting Practices
(GAAP) at the end of 2005/6 financial year. The Water Trading Entity has adopted General
Recognized Accounting Practices (GRAP) in the financial year under review in accordance
with Directive 9, issued in November 2011 by the Accounting Standards Board (ASB).

The Water Trading Entity (WTE) reports directly to the Accounting Officer of the Department
of Water Affairs and is comprised of two operating units, the Water Resource Management
unit and the Infrastructure Branch.

1.1 Water Resource Management (Proto CMA’s)

This unit deals with water resource management functions which primarily addresses the
use, conservation and allocation of water resources in a manner that is sustainable and
equitable for the benefit of the people that are residing in the relevant water management
areas. The Water Resource Management functions are performed under the supervision of
the Department of Water Affairs Regional Offices, however the financial management aspect
are reported under the WTE account.

Funding for this unit is through revenue generated from water users in the area as well as
part augmentation which covers the shortfall where revenue is inadequate to cover the entire
operational costs.

1.2 Infrastructure Branch

This component deals with the development of new infrastructure as well as operation and
maintenance of existing infrastructure. Operations under infrastructure branch are divided
into two components i.e. Integrated Systems and Bulk Water Schemes.

Integrated Systems

The integrated systems are those schemes that cut across a number of provinces. This
infrastructure was developed primarily with the aim of transporting water from water rich
catchments to water scarce catchments. A system comprises of a number of dams and
pipelines which are operated as one inter linked system.
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Bulk Water Supply Schemes

The Bulk Water Supply Schemes currently managed by the Department of Water Affairs on
mostly schemes which were transferred from the former homelands. The largest consumer of
water supplied from these schemes are from the agricultural sector.

Funding for both components of the infrastructure branch is through revenue generated from
water resource infrastructure users as well as augmentation from fiscus where revenue is
insufficient to cover the general operational costs of the branch as well as development of
new infrastructure.

2 ANALYSIS OF OPERATING PERFORMANCE

2.1 Operating Surplus

Operating surplus for the period has increased as compared to prior year from a deficit
of R296 million in 2011 to a surplus R2.02 billion in 2012 due mainly to an increase in
revenue from rendering water related services, amounting to R1.4 billion (2011 vs 2012) and
also increased demand and consumption from some key customers. In addition there was
an increase of R129 million (2011 vs 2012) resulting from National Treasury augmentation.
Furthermore operating expenditure decreased by R753 million mainly due to the R613 million
lower charge for impairment against debtors given the focus on debt recovery going forward.

Figure 1: Operating Surplus



2.2 Operating Income (Revenue) Analysis

Income from operations has increased by 24% in the current year (Refer to Figure 2): from
R6.5 billion to R8.1 billion in 2012, as a result of the current year tariff adjustments as well
as improved billing processes. The increase in income from operations has also been affected
by the increase in scheme related volumes, which increased by 21% in terms of volumes.
Included in income from operations is a government grant amounting to R1.9 billion.
Improvements are also expected to occur in the revenue exchange transactions as a result of
master data clean-up and as improved results of the WTE turnaround are realized Revenue
from exchange transaction contribute the biggest amount to operating income (76%) and
revenue from non-exchange transaction contribute the remaining income (24%).

Figure 2: Revenue Analysis

2.3 Total Operating expenditure analysis

Total Operating expenditure has marginally reduced in the current year from R 6.8 billion
in 2011 to R6.1 billion in 2012 as the result of a significant decrease in the impairment
required on trade receivables. Depreciation, impairment and amortisation are the main
sources of operating expenditure, this amount has increased from the R 1.9 billion in 2011 to
R2.2 billion. Employee benefits costs have increased from R579 million in 2011 to R619
million in 2012, an increase which is attributable to year on year salary adjustments. Finance
costs are mainly attributable to TCTA interest costs recognized in the expenses reducing from
R1.6 billion (2011) to R1.2 billion (2012).
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The Water Trading Entity aims to gradually reduce operating expenditure in real terms as
operational efficiencies are realized.

The Interventions Implemented by the Water Trading Entity through the turnaround plan
are expected to yield positive results in the forth coming years and a sound and improved
financial performance is expected.

4 SOLVENCY/LIQUIDITY

4.1 Solvency

The solvency ratio of total assets to total liabilities has increased from 2:92 to 2:96 (2012)
which indicates the WTE is solvent

4.2 Liquidity

The current ratio of the WTE has improved from 0.88:1 to 1:0.9 which indicates that the
WTE has sufficient liquid assets to meet its ongoing financial obligations. The decrease in
current ratio is due to increases based on the inspections done at a different time intervals.
The liquidity of the WTE will need to be improved and this will be achieved by ensuring that
Revenue Management and Debt Collection is further enhanced.

The current ratio is the ratio of current assets to current liabilities which indicates the entity’s
ability to satisfy its current liabilities with its current assets:

2012 Current ratio 1:09
2011 Current ratio 0.88:1
5 CASH FLOW FROM OPERATIONS

The WTE has a positive cash flow from operating activities amounting to some R3.3 Billion
in 2012. The increased in cash balances from R1 billion to R1.5 billion is attributed to the
improvement in collection of debts through the implementation of the turnaround strategy.

6 THE RETURN ON ASSETS
This ratio indicates the WTE’s effectiveness in generating a return from its investments in assets
employed:

2012 Return on assets 2%

2011 Return on assets 0%

The return on assets improved as indicated above from 0% in 2011 to 2% in 2012. The
improvement on return on assets is due to increase in the surplus generated in 2012.



7 THE DEBTORS DAYS IN SALES

2012 Debtors days in sales 317 days

2011 Debtors days in sales 358 days

The debtor’s day’s analysis indicates the effectiveness of the entity’s ability to collect its debts
and the above analysis indicates that there has been an improvement in the amount of time
it takes to collect debtors since 2011, from 358 days to 317 days. Although there has been a
marginal improvement it must be noted that the entity is still working on improving the time
it takes to collect the long outstanding debts. In order to mitigate this problem the WTE has
embarked on the implementation of its turnaround strategy together with the Business Process
Review Committee which includes enhancing processes, systems and recruiting appropriately
qualified and experienced staff

8 SCOPA RESOLUTIONS

2.1 Suspense Accounts

The Auditor-General
following:

b) The

Reference to previous audit report

and SCOPA resolutions

identified the

a) Treasury Regulation 17.1.2 requires

the source of the transactions in
balancing clearing account to
be readily identifiable, as well as
monthly reconciliations to confirm
the balance of the account. This
information could not be provided
for the transactions in the clearing
account disclosed as part of the
unallocated receipts note 10.2 of
the financial statements

transactions  that  have
been journalised out of this
clearing account could not be
supported by adequate supporting
documentation.

c) The entity’s records did not permit

the application of alternative audit
procedures regarding the clearing
account.

Progress on Findings

Action: Develop and implement
a reconciliations backlog plan for
clearing all the long outstanding
balances in suspense accounts
including training of relevant WTE
officials on the clearance of the
suspense accounts.

Monthly monitoring and correcting
of the General Ledger (GL) including
reconciliations ~ with  sub-systems
and other modules to be done and
signed off

Draw Service Level Agreements
(SLA’s) with the 3rd parties including
The Main account, regional heads,
the bank etc. to provide source
documents timeously so that we can
clear the accounts

Improve communication on month
end closure dates and processes
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q Reference to previous audit report 4 TH
Subject and SCOPA resolutions Progress on Findings

2.2 Water related
services revenue

d)

Sufficient appropriate audit evidence
to satisfy existence, obligations,
completeness, valuation and allocation
of the clearing account could not be
obtained.

The Committee recommends that the
Accounting Officer ensures that:

a)

The Chief Financial Officer (CFO),
Finance Director and Revenue

Directors closely monitor the exercise
of clearing of suspense accounts by

designing and

implementing action

plans to ensure that these accounts have
insignificant balances at the end of the
financial year

b)

c)

Adequate policies and procedures
for the clearing of suspense
accounts are designed; and

Adequate reviews of suspense
accounts are performed, timeously.

The AGSA identified the following:

a)

An amount of R231 791 894
relating to “return to sender”
invoices was excluded from water
related services revenue.

The South African Statement of
Generally Accepted Accounting
Practice ~ (GAAP)  and  the
International Accounting Standards
(IAS) 18 require that revenue should
be recorded when it is probable
that economic benefit will flow to
the entity.

There was an inadequate system of
control to assess the probability of
recording these amounts as revenue
which is reliable for audit purposes.

Audit evidence to support the
completeness of water related
services revenue of R1 643 715
as disclosed in the statement of
comprehensive income could not
be obtained sufficiently.

Progress: During November 2011
commenced formal process of
reviewing the reconciliations of all
general ledger accounts (expense
and revenue accounts are analysed

as part of the normal budget
management process). It was a
good 1st formal process where

directors and their team members
was required to be present officially
their reconciliations, although not
all accounts allocated to directorates
were reconciled we will be revisiting
October 2011 recons and this
process is now being formalised until
maintenance of the GL becomes
part of the WTE culture

Significant ~ progress has been
reported during the current financial
year ending 31 March 2012

ACTION: Assess SAP  Utilities
functional fit against the Revenue
management and billing

requirements specifications If the
fit is acceptable then upgrade to
SAP Utilities using the same project
management principles applicable
to a new implementation including
involving SAP the application
vendor as a partner that will ensure
the implementation partner is
performing and providing WTE the
required solution.

Progress: SAP Assessment in progress
joint effort between business, office
of the CIO and BPR team

Top 100 customers identified and
draft action plan for collection in
progress



Subject

Reference to previous audit report

Progress on Findings

2.3 Unrecorded
liabilities

2.4 Accounts
Receivable

and SCOPA resolutions

The Committee recommends that he
Accounting Officer ensures that:

a) Adequate evidence exists to
conclude when it is probable that
economic benefits will flow into
the entity for a specific invoice;

b) Revenue recorded is complete; and

c) The Entity complies with |AS 18.
The AGSA identified the following:

a) There was no system of control
over the recording of outstanding
invoices at year-end.

b) There were no satisfactory audit
procedures to obtain reasonable
assurance that all outstanding
invoices have been accrued or
provided for

(c) The completeness of the accrual
liability in the annual financial
statements could not be concluded

The Committee recommends that the
Accounting Officer ensures that:

a) Adequate cut-off procedures to
guarantee that all transactions for
the financial year are recorded in
the annual financial statements;
and

b) Adequate creditor reconciliations
is done for all significant creditors
at 31 March in order to ensure that
all outstanding liabilities have been
recorded in the annual financial
statements.

The AGSA identified the following:

a) The completeness, existence and
valuation of water user debtors
as disclosed in note 10.1 of the
financial statements could not be
verified.

Age Analysis Reports compiled
monthly. Outstanding invoices are
followed up with relevant SCM and
Acccounts Payable officials

All' significant vendors ringfenced
and in process of being reconciled

Liability Accruals are completed and
subsequent testing on SAP System
to identify invoices not included on
accrual list is performed at year end

ACTION: Obtain monthly report
from  WARMS/WULATS/SAP  to
identify changes to customer master
data and new customers
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q Reference to previous audit report 4 TH
Subject and SCOPA resolutions Progress on Findings

2.5 lrregular
expenditure

b) A limited amount of debtors
confirmed their balances and the
alternative audit procedure did not
render satisfactory results.

¢) Reasonable assurances that debtors
balance exists and are disclosed
at the correct value in the annual
financial statements.

d) The completeness of the trade
debtors due to the limitation in the
completeness of the water related
services revenue could not be
concluded.

The Committee recommends that the
Accounting Officer ensures that:

The monthly debtors’ reconciliations are
prepared and reviewed through regular
monitoring to ensure that the debtors’
balances are correct at the end of the
financial year.

The AGSA identified that:

As disclosed in note 27 of the financial
statements, irregular expenditure to the
amount of R6 907 000 was incurred, as
proper tender processes had not been
followed.

Enhance process & procedures to
include the Verification & validation
of Customers on WARMS and
SAP database and ensure that
this responsibility is appropriately
assigned  to SAP where control is
with WTE

Update WULATS with register
numbers from WARMS and verified
information

Improved integration  between
WARMS and SAP  (Revenue
Stabilisation Project); with adequate
controls

PROGRESS: SAP customer master
and contract data clean- up project
has been initiated and have formally
commenced in  December 2011.
This project covers all the elements
of verifying and validating customer
data between WARMS and SAP. This
project is planned for completion
by end April 2012 and the impact
thereof will be improved accuracy
of billing as base data will be
improved. Steps have been taken to
ensure that WARMS and SAP data
does not go out of sync in future
processes include limited access to
SAP master data maintenance to one
person and audit trails of changes
are maintained and review process
to be implemented (outstanding)

SCM  Guidlines and Process
action plan drafted to provide for
strengthing of financial controls over
the SCM Business Process



: Reference to previous audit report 8T
Subject and SCOPA resolutions Progress on Findings

2.6 Restatement of
Corresponding
figures

The Committee recommends that the
Accounting Officer ensures that:

a) The Entity has an updated Supply
Chain Management Policy
encompassing all the elements of
the Public Finance Management

Act (PFMA) (No.1 of 1999), the
Treasury Regulations, the Preferential
Procurement  Framework Act, the
Preferential Procurement Regulations,
and Supply Chain Management (SCM)
practice notes issued by the National
Treasury that will ensure an appropriate
procurement and provisioning system
which is fair, equitable, transparent,
competitive and cost effective;

b) Appropriate disciplinary measures
are taken against employees who
were responsible for incurring
irregular expenditure in terms of
section 38(1)(h)(iii) of the PEFMA;

c¢) The  Department  implements
effective, efficient and transparent
financial and risk management
processes; and

d) The Department strengthens its
internal control systems in order
to avoid incurring further irregular
expenditure.

The AGSA identified that:

As disclosed in note 23 of the financial
statements, the corresponding figures
for the year ended 31 March 2009
have been restated as a result of errors
discovered during the year ended
31 March 2010 in the financial
statements of the Water Trading

Audit  Action  Plan  included
Presentations to all the relevant
stakeholders clearly articulating the
requirements of GRAP and PFMA
and the actions taken to comply with
the recommendations highlighted by
the committeee




2.7

Subject

Material losses
through write-off
of debtor balances
and impairment
of infrastructural
assets
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Reference to previous audit report

The

and SCOPA resolutions

Committee recommends that

the Accounting Officer ensures the
following:

a)

The financial statements and other
information included in the annual
report are checked and reviewed
for completeness and accuracy
prior to the audit process; and

All  amendments to financial
statements and information are
effected before the audit process
commences.

The Auditor-General identified the
following:
a) As disclosed in note 7 of the

financial statements, impairment
of infrastructure  assets  of
R446 533 000 occurred as a result of
assets not being able to functionally
perform as contemplated when
they were initially designed, mainly
because of limited utilisation and
loss of functionality due to siltation.

As disclosed in note 10.1 of the
financial statements, R115 197 000
of long outstanding debt has been
written off.

The Committee recommends that the
Accounting Officer ensures that:

a)

Infrastructure assets are serviced
and maintained by approved
service providers on a regular basis
to prevent further impairment of
infrastructure assets;

Effective and appropriate steps
are taken timeously to collect all
money due to the entity, including
maintenance of proper accounts
and records of all debtors as
required by Treasury Regulations
11.2.1@);

Progress on Findings

ACTION: The National Water
Infrastructure  Branch is in the
process of building it'’s capacity to
ensure maintenance of infrastructure
assets is  regularly  performed
and also appointing approved
and validated service providers
Restructure National office Revenue
management into functional teams
responsible for the full Revenue
management value chain from
billing to debt collection for each
Cluster and setting clear targets
relating to billing accuracy, debt
collection and customer account
maintenance.  Teams will work
closely with Regions and clusters by
providing support and monitoring

Assess adequacy of Revenue
management skills and devise an
action plan to recruit and train staff
where required in order to ensure
the successful roll-out of the turn-
around plan



Reference to previous audit report

Subject and SCOPA resolutions

c) Monthly debtors reconciliations are
prepared and reviewed on a regular
basis; and

d) There is continuous monitoring of
debtors accounts to guarantee that
account balances are correct at the
end of the financial year.

Progress on Findings

Regular reviews of Customer details
to ensure information is still relevant
Establish a compulsory referencing
system through the banks and
customers to have unique reference
numbers when making deposits
to track revenue collected also
work closely with customers obtain
remittance advices

Improve customer relations by
utilising short messaging service
(SMS) notifying them of accounts

PROGRESS: Revenue management
was reorganised into functional
cluster teams and within each cluster
there are staff focused on billing and
staff in the cluster focused on debt
collection their work is supervised by
cluster coordinators. The implication
is that a cluster is fully responsible
for a customer’s account.

Historically billing would blame debt
collection for making adjustments
etc and it was impossible to pin point
the source of erroneous customer
accounts now this is irrelevant and
also this has positioned the unit to
start focusing on debt collection
[Dunning not currently being done
and thus no clearly defined process
as yet]

In the process of finalising resource
and skills requirements and this
will be presented to BPR in order
to support the rapid recruitment of
these skills.

Clearing of the unidentified deposits
account is performed on a daily
basis and being given added focus,
there is a need for additional
capacity to deal with backlog (old
un-cleared  deposits},  ongoing
review and monitoring required,
in the process of decentralising to
regions and clusters where capacity
exists, compulsory referencing in
place within confines of banking
legislative framework
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9 ACCOUNTABILITY ARRANGEMENTS

The Water Trading Entity reports to the Director-General in his capacity as Accounting Officer
of the Department. The entity strategic objectives form part of the broader Departmental
Strategic Plan but they have been ring fenced accordingly and the entity reports on the basis
of its separate objectives on the Department of Water Affairs Strategic Plan.

APPROVAL

The Annual Financial Statements set out on pages 262 to 330 have been approved by the
Accounting Officer.

Mr Maxwell Sirenya
Director-General: Department of Water Affairs
Date: 31/08/2012



3.3.2 REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE
WATER TRADING ENTITY

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1 | have audited the financial statements of the Water Trading Entity set out on
pages 262 to 330 swhich comprise the statement of financial position as at
31 March 2012, the statement of financial performance, statement of changes in
net assets and the cash flow statement for the year then ended, and the notes,
comprising a summary of significant accounting policies and other explanatory
information.

Accounting officer’s responsibility for the financial statements

2 The accounting officer is responsible for the preparation and fair presentation
of these financial statements in accordance with the South African Standards
of Generally Recognised Accounting Practice (SA Standards of GRAP) and the
requirements of the Public Finance Management Act of South Africa, 1999 (Act
No. 1 of 1999) (PFMA), and for such internal control as management determines
necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor-General’s responsibility

3 My responsibility is to express an opinion on these financial statements based on
my audit. | conducted my audit in accordance with the Public Audit Act of South
Africa, 2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms thereof
and International Standards on Auditing. Those standards require that | comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

4 An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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5 | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my qualified audit opinion.

BASIS FOR QUALIFIED OPINION

Revenue from exchange transactions

6 The entity’s main source of revenue consists of the sale of water services which is
recognised when water is consumed by the customer and the recognition criteria
in the SA Standards of GRAP, GRAP 9, Revenue from exchange transactions are
met. This revenue is disclosed in note 3 to the financial statements at an amount of
R5 713 036 000 (2011: R4 308 443 000). There was no adequate system of control
over the recording of sales of water services on which | could rely for the purposes
of my audit, and there were no satisfactory audit procedures that | could perform to
obtain reasonable assurance that all the water-related services revenue was properly
recorded. Consequently, | was unable to determine whether any adjustments to the
sales of water services and related trade receivables balance, as disclosed in notes
3 and 12 to the financial statements, were necessary. The limitation reported in
the prior year audit report on the corresponding figures has not been corrected by
management.

Impairment on financial assets

7 The entity did not have an adequate system in place to follow up and impair long
outstanding trade receivables. Sufficient and appropriate audit evidence was not
available for the amounts disclosed as provision for impairment in note 12 to the
financial statements. Consequently, | was unable to determine whether any further
adjustments to the provision for impairment and the resulting trade receivables
impairment figures as disclosed in notes 12 and 7 were necessary. The limitation
reported in the prior year audit report on the corresponding figures has not been
corrected by management.

Receivables from exchange transactions

8 I was unable to obtain sufficient and appropriate audit evidence about the trade
receivable balance and Water Research Commission advances reflected as
R5 363 210 000 (2011: R4 650 216 000) and R157 702 000 (2011: R197 131 000)
in note 12 to the financial statements. There were significant differences between
the amounts confirmed as outstanding by the individual debtors and the amounts
recorded in the accounting records of the entity which management could not
substantiate. In addition, | noted that interest on debtor balances was not charged
and accrued for. Alternative audit procedures did not render satisfactory results.
Due to the inadequate systems in place at the entity | was unable to determine



whether any adjustments to the trade receivables figure and interest revenue were
necessary. The limitation reported in the prior audit report on the corresponding
figures has not been corrected by management.

Property, plant and equipment

9

SA Standards of GRAP, GRAP 17, Property, plant and equipment requires an entity
not to include the cost of abnormal amounts of wasted material, labour or other
resources incurred in self-constructing an asset in the carrying value of assets under
construction. The entity included all actual costs in the carrying value of assets
under construction amounting to R6 687 667 000 as disclosed in note 14 to the
financial statements. There was no adequate system of control over the costing of
self-constructed assets on which | could rely on for the purpose of my audit to
quantify the possible abnormal costs included in the carrying value of asset under
construction. Because of the nature of these assets, | was unable to confirm or verify
by alternative means the reasonableness of expenditure capitalised to the carrying
value of assets under construction. Consequently, [ was unable to determine whether
any adjustments to the assets under construction and related operating expenditure
figures, as disclosed in notes 14 and 6 to the financial statements, were necessary.
The limitation reported in the prior year audit report on the corresponding figures
has not been corrected by management.

Financial instrument disclosure

10

The entity could not provide sufficient appropriate audit evidence to support the
disclosure made in terms of SA Standards of GRAP, GRAP 104, Financial instruments.
Consequently, | was unable to determine whether any adjustments to the financial
instrument disclosure in note 22 to the financial statement were necessary. The
limitation reported in the prior year audit report on the corresponding figures has
not been corrected by management.

Irregular expenditure

11

Section 38(1)(a)(iii) of the PFMA requires that the accounting officer of a trading
entity implement and maintain an appropriate procurement and provisioning system
which is fair, equitable, transparent, competitive and cost-effective. Payments were
made in contravention of the supply chain management requirements amounting
to R768 697 000 (2011: R600 843 000) as disclosed as irregular expenditure in
note 27 to the financial statements. There was no adequate system of control over
irregular expenditure on which | could rely for the purpose of my audit, and there
were no satisfactory audit procedures that | could perform to obtain reasonable
assurance that all irregular expenditure was properly recorded. Consequently, | was
unable to determine whether any adjustments relating to irregular expenditure were
necessary. The limitation reported in the prior year audit report on the corresponding
figures has not been corrected by management.
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Qualified opinion

12 In my opinion, except for the effects of the matters described in the Basis for
qualified opinion paragraphs, the financial statements present fairly, in all material
respects, the financial position of the Water Trading Entity as at 31 March 2012 and
its financial performance and cash flows for the year then ended, in accordance
with SA Standards of GRAP and the requirements of the PFMA.

Emphasis of matter

13 | draw attention to the matters below. My opinion is not modified in respect of these
matters.

Significant uncertainties

14 With reference to notes 26.1 and 26.5 to the financial statements, the Water Trading
Entity disclosed a contingent liability for dam rehabilitation (26.1) and future costs
on impaired dams (26.5) to ensure compliance with the dam safety regulations. The
ultimate outcome and reliable estimates of the possible liability of these matters
cannot be confirmed, and no provision for any liability that may result has been
made in the financial statements relating to these dams.

15 With reference to note 26.2 to the financial statements, the Water Trading Entity is
a defendant in a number of lawsuits. The ultimate outcome of these matters cannot
currently be determined, and no provision for any liability that may result has been
made in the financial statements.

Restatement of corresponding figures

16 As disclosed in note 30 to the financial statements, the corresponding figures for
31 March 2011 have been restated as a result of errors discovered during 31 March
2012 in the financial statements of the Water Trading Entity at, and for the year
ended, 31 March 2011.

17 As disclosed in note 29 to the financial statements, the corresponding figures for
31 March 2011 have been restated as a result of a number of changes in accounting
policies due to the entity’s early adoption of SA Standards of GRAP in accordance
with Directive 9, issued in November 2011 by the Accounting Standards Board.
The entity previously applied South African Statements of Generally Accepted
Accounting Practices (SA Statements of GAAP).

Material losses and impairments

18 As disclosed in note 12 to the financial statements, the total of impairment of
trade receivables amounts to R2 895 800 000 with a current year impairment of



R172 462 000 as a result of customers not being able to pay their accounts for water
related services.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

19

In accordance with the PAA and the General notice issued in terms thereof, | report
the following findings relevant to performance against predetermined objectives,
compliance with laws and regulations and internal control, but not for the purpose
of expressing an opinion.

Predetermined objectives

20

21

| performed procedures to obtain evidence about the information in the annual
performance report as set out on pages 64 to 74 of the Annual Report.

The reported performance against predetermined objectives was evaluated against
the overall criteria of usefulness and reliability. The usefulness of information in
the annual performance report relates to whether it is presented in accordance
with the National Treasury annual reporting principles and whether the reported
performance is consistent with the planned objectives. The usefulness of information
further relates to whether indicators and targets are measurable (i.e. well defined,
verifiable, specific, measurable and time bound) and relevant as required by the
National Treasury Framework for managing programme performance information
(FMPPI).

The reliability of the information in respect of the selected programmes is assessed
to determine whether it adequately reflects the facts (i.e. whether it is valid, accurate
and complete).

The material findings are as follows:

USEFULNESS OF INFORMATION

Presentation

Reasons for major variances not supported by sufficient appropriate evidence

22

The National Treasury Guide for the preparation of the annual report requires that
explanations for major variances between the planned and reported (actual) targets
should be provided in all instances and should also be supported by adequate
and reliable corroborating evidence. Adequate and reliable corroborating evidence
could not be provided for all major variances as disclosed in the annual performance
report. The institution’s records did not permit the application of alternative audit
procedures. Consequently, | did not obtain sufficient appropriate audit evidence to
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satisfy myself as to the validity, accuracy and completeness of the reasons for major
variances.

Measurability

Performance targets not specific

23 The National Treasury FMPPI requires that performance targets be specific in clearly
identifying the nature and required level of performance. A total of 71% of the
targets relevant to programme 3 were not specific in clearly identifying the nature
and the required level of performance. This was due to the fact that management
did not review the performance targets.

Performance targets not measurable

24 The National Treasury FMPPI requires that performance targets be measurable.
The required performance could not be measured for a total of 71% of the targets
relevant to programme 3. This was due to the fact that management did not review
the performance targets.

Performance information not verifiable

25 The National Treasury FMPPI requires that it must be possible to validate the
processes and systems that produce the indicator. All of the indicators relevant to
programme 3 were not verifiable in that valid processes and systems that produce
the information on actual performance did not exist. This was due to the lack of key
controls in the relevant systems of collection, collation, verification and storage of
actual performance information.

RELIABILITY OF INFORMATION

Reported performance not valid, accurate and complete

26 The National Treasury FMPPI requires that documentation addressing the systems
and processes for identifying, collecting, collating, verifying and storing information
be properly maintained. The institution could not provide sufficient appropriate
evidence to support any of the selected programmes. This was due to limitations
placed on the scope of my work due to the absence of the institution’s records not
permitting the application of alternative procedures.

Additional matters

27 | draw attention to the matter below. This matter does not have an impact on the
predetermine objectives audit findings reported above.



Achievement of planned targets

28

Of the total number of planned targets, 59% were not fully achieved during the year
under review.

Compliance with laws and regulations

29

| performed procedures to obtain evidence that the entity had complied with
applicable laws and regulations regarding financial matters, financial management
and other related matters. My findings on material non-compliance with specific
matters in key applicable laws and regulations as set out in the General Notice
issued in terms of the PAA are as follows:

Strategic planning and performance management

30

The accounting officer did not ensure that the entity had and maintained an
effective, efficient and transparent system of internal control regarding performance
management, which described and represented how the entity’s processes of
performance planning, monitoring, measurement, review and reporting were
conducted, organised and managed as required by section 38(1)(a)(i) and (b) of the
PFMA.

Annual financial statements, performance and annual report

31

32

33

The financial statements submitted for auditing were not prepared in all material
respects in accordance with section 40(1) of the PFMA. Material misstatements
identified by the auditors in the submitted financial statements were not adequately
corrected and the supporting records could not be provided, which resulted in the
financial statements receiving a qualified audit opinion.

The accounting officer did not take effective and appropriate steps to ensure that the
annual financial statements of the Water Trading Entity were submitted two months
after year-end (31 May 2012) to the Auditor-General and the relevant treasury, as
required by section 40(1)(c) of the PFMA.

The entity did not design and implement adequate policies and procedures to
maintain an effective, efficient and transparent system of internal controls, as
required by section 38(1)(a) of the PFMA.

Internal audit

34

The entity has a shared internal audit division with the Main Exchequer Account.
The division did not have adequate personnel to carry out its mandate at the Water
Trading Entity and, as a result, the internal audit function was not effective as it
did not substantially fulfil its responsibilities for the year as set out in Treasury
Regulation (TR) 3.2.
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Procurement and contract management

35 The accounting officer did not take effective and appropriate steps to implement
adequate controls over contracts management, as required by sections 38(1)(a)(iii)
of the PFMA.

36 Goods and services with a transaction value of between R10 000 and R500 000 were

procured without inviting at least three written price quotations from prospective
suppliers, as per the requirement of Practice Note 8 of 2007-08 issued in terms of
section 76(4)(c) of the PFMA.

37 Contracts were extended or modified to the extent that competitive bidding
processes were being circumvented contrary to the requirement of a fair supply
chain management system in TR 16A3.2.

38 Goods and services were obtained from suppliers not listed in the supplier database
in contravention of National Treasury Instruction Note 8 of 2007-08.

39 Deliberate splitting of a transaction into parts of lesser value than R500 000 occurred
to avoid inviting competitive bids as required by National Treasury Practice Note 8
of 2007-08 issued in terms of section 76(4)(c) of the PFMA.

40 Deviations from TR 16A were not reported to the National Treasury and the Auditor
General of South Africa (AGSA) within 10 days as required by National Treasury
Practice Note 6 of 2007-08 issued in terms of section 76(4)(c) of the PFMA.

41 The names of bidders and bids awarded were not published in the Government
Tender Bulletin and other media by means of which the bids were advertised in
terms of TR 16A.6.3 (d).

Human resource management and compensation

42 The accounting officer did not ensure that all leave taken by an employee was
recorded accurately and in full as per the requirements of PSR 1/V/F (b).

43 Funded vacant posts were not filled within 12 months as required by Public Service
Regulations 1/VII/C.TA.2 due to the business re-engineering process which is
currently underway.

Expenditure management

44 Payments due to creditors were not always made within 30 days from receipt of an
invoice, as per the requirements of section 38(1)(f) of the PFMA and TR 8.2.3.



45

46

47

48

The accounting officer did not take effective and appropriate steps to prevent
irregular expenditure, as per the requirements of section 38(1)(c)(ii) of the PFMA.

The entity did not take effective and appropriate steps to prevent fruitless and
wasteful expenditure, as required by section 45(c) of the PFMA.

Disciplinary action was not taken against employees who incurred irregular
expenditure, as required by section 38(1)(h) of the PFMA.

In contradiction with section 38(1)(a) of the PFMA, the entity did not perform
adequate creditor reconciliations for major supplier balances.

Revenue management

49

50

51

52

The accounting officer did not ensure that appropriate processes were developed and
implemented to provide for the identification, collection, recording, reconciliation
and safeguarding of information about water services revenue, as required by TR
7.2.1.

The accounting officer did not take effective and appropriate steps to timeously
collect all money due to the institution, as per the requirements of TR 11.2.1.

The entity did not ensure that all suspense accounts were cleared at year-end, as
required by TR 17.

Interest was not charged on the water users’ overdue accounts, as required by TR
11.5.1 and as determined by the entity’s policy.

Asset management

53

54

55

The accounting officer did not implement proper control systems for the safeguarding
and maintenance- of assets to prevent theft, losses, wastage and misuse, as required
byTR 10.1.

Bank reconciliations were not performed on a daily basis, as required by TR
15.10.1.2()).

The accounting officer did not establish adequate systems, procedures, processes
and training and awareness programmes to ensure efficient and effective banking
and cash management, as set out in TR 15.10.1.1.

INTERNAL CONTROL

56

| considered internal control relevant to my audit of the financial statements,
annual performance report and compliance with laws and regulations. The matters
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reported below are limited to the significant deficiencies that resulted in the basis for
qualified opinion, the findings on the annual performance report and the findings
on compliance with laws and regulations included in this report.

Leadership

57 An effective organisation structure that places people with appropriate skills has not
been established.

58 Effective HR management to ensure that adequate and sufficient skilled resources
are in place and that performance is monitored has not been implemented.

59 An IT governance framework that supports and enables the business, delivers value
and improves performance has not been established.

Financial and performance management.

60 Effective financial systems and management thereof have not been implemented to
ensure fairly presented financial statements.

61 Formal controls over IT systems to ensure the reliability of the systems and the
availability, accuracy and protection of information have not been designed and
implemented.

Governance

62 Actions are not taken in a timely manner to address the risk relating to the
achievement of complete and accurate financial reporting.

OTHER REPORTS

Investigations in progress

63 Several investigations are being conducted by the internal audit unit at the request
of the accounting officer and/or the Minister arising from allegations of procurement
irregularities against officials of the entity. These allegations were reported to the
National Anti-Corruption Hotline.

64 The Director: Financial accounting and Director: Revenue management were
suspended in July 2011 and the investigation is still ongoing.



Performance audits on the use of consultants

65 A performance audit was conducted on the department’s (which includes the Water
Trading Entity) use of consultants. The audit focused on the economic, efficient
and effective use of consultants by the department. This audit is currently in the
reporting phase and the findings will be reported in a separate report.

Pretoria
6 September 2012
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3.3.3  STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR

ENDED 31 MARCH 2012
2011
Notes

R’000 R’000

Revenue 8112 062 6 545 593
Revenue from exchange transactions 3 6177 613 4739 965
Revenue from non-exchange transactions 4 1934 449 1805 628
Expenditure 6 088 877 6 841 534
Employee benefit costs 5 619 538 579 282
Operating expenditure 6 1875 049 1991 240
Impairment on financial assets 7 173 181 786 530
Finance cost 8 1247738 1577 089
Depreciation, amortisation and impairment 9 2 167 035 1898318
Loss on disposal of fixed assets 10 6336 9 075

Surplus/(deficit) for the year 2023 185 (295 941)
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3.3.4 STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2012

NG 2012 Restated

R’000 R’000

2011

ASSETS

Current assets 5238 115 3943 873
Cash and cash equivalents 11 1488 681 1021986
Receivables from exchange transactions 12 3581057 2758 524
Inventory 13 168 377 163 363
Non-current assets 90 026 125 89 061 096
Property, plant and equipment 14 74 117 540 73192 788
Intangible assets 15 15 908 585 15 868 308
Total assets 95 264 240 93 004 969
LIABILITIES

Current liabilities 4 808 203 4 483 920
Payables from exchange transaction 16 578 636 661 585
Employee benefits 17 156 321 147 212
Financial Liabilities: TCTA 20 3414693 3339 663
Provisions 18 649 212 328 446
Finance lease liability 19 9 341 7014
Non-current liabilities 27 328 067 27 416 263
Financial liabilities: TCTA 20 26 512 977 26 441 224
Provisions 18 810 420 972 735
Finance lease liability 19 4670 2 304
Total liabilities 32136 270 31900 183
Total net assets 63 127 970 61 104 786
NET ASSETS

Reserves

Accumulated surplus 62 855 451 60 818 229
Pumping cost reserve 272 519 286 557

Net assets 63 127 970 61 104 786
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3.3.5 STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED
31 MARCH 2012

. Pumping
Reserve surplus
Reserve

| | rooo ] rooo ] Rrooo ] Ro00

Balance at 1 April 2010 - 61164 474 236 252 61 400 726
As previously stated 61 548 949 1474703 - || 63 023 652
Change in accounting policy 29 | (61 548 949) 63 889 385 236 252 2 576 688
Prior period error 30 - (4199 614) -] (4199 614)

Surplus for the year (295 941) (295 941)
As previously stated (727 055) (727 055)
Change in accounting policy 29 1041 321 1041 321
Prior period error 30 (610 207) (610 207)

Transfers between reserves (50 305) 50 305 -
Transfers previously stated (1 408 405) 1408 405 - -
Change in accounting policy 29 1408 405 (1458 710) 50 305 -
Transfer for revaluation reserve 1 408 405 (1 408 405) - -
Transfer for pumping cost - (50 305) 50 305 -

Expenses recognised in net assets
As previously stated (6 044) = - (6 044)
Scrapping of revalued assets (10 219) i i (10219)
previously stated
Ipainof el s 8[| e
Change in accounting policy 29 6 044 - - 6 044

Balance at 31 March 2011 60 818 229 286 557 61104 786
As previously stated 60 134 499 2 156 054 - || 62 290 553
Change in accounting policy 29 | (60 134 499) 63 471 995 286 557 3 624 054
Prior period error 30 (4 809 821) - || (4 809 821)

Surplus/(deficit) for the year - 2023 185 - 2023185

Net movement in reserves - 14 038 (14 038) -
Transfers between reserves - | | 14 038 ” (14 038) ” -

Balance at 31 March 2012 - 62 855 451 272519 63 127 970
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Notes 2L Restated

R’000 R’000

2011

Cash flows from operating activities

Cash receipts 7 131 308 5 372 801
Taxes and transfers 1934178 1805 467
Sale of water services 5 045 847 3106 363
Construction and other revenue 87213 238 800
Water research levies - receipts 25 488 140 883
Commission earned 1794 1797
Lease revenue earned 17 968 12 303
Interest revenue 18 820 67 188
Cash payments (3 837 743) (2 599 728)
Employee benefits 610 429 525 264
Water Research Commissioner - payments 64 917 73 150
Goods and services 1916 533 425 844
Finance cost paid 1245 864 1575470
Net cash flows from operating activities 21 3293 565 2773073

Cash flows from investing activities

Acquisition of property, plant and equipment (2 943 045) (1790 083)
Acquisition of intangible assets (40 493) (35)
Proceeds on disposal of non current assets 5192 8 000
Net cash flows used in investing activities (2978 347) (1782118)

Cash flows from financing activities

Additions to finance leases 16 813 3292
Finance lease payments (12 120) (10 111)
Additions to other financial liabilities 3 693 441 3032 367
Repayments of other financial liabilities (3 546 658) (3 425 155)
Net cash flows from financing activities 151 476 (399 607)
Net increase/(decrease) in cash and cash equivalents 466 695 591 349
Cash and cash equivalents at beginning of year 1021 986 430 637

Cash and cash equivalents at end of year 11 1488 681 1021 986
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3.3.7 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL
AMOUNTS FOR THE YEAR ENDED 31 MARCH 2012

Notes Approved Final Actual Variance
Budget Budget Amounts Amounts

| rooo J§ oo J Rooo J R000

Revenue 7 972 477 7 776 863 8112 062 335 199
Taxes and transfers 2129792 1934178 1934178 -
Sale of water services 5549 330 5549 330 5713 036 163 706
Construction revenue 293 355 293 355 402 123 108 768
Commission earned - - 1794 1794
Lease revenue earned - - 17 968 17 968
Interest revenue - - 18 820 18 820
Other receipts - - 24143 24143

Total revenue 7972 477 7 776 863 8112 062 335199

Expenses (4 433 608) (4 237 994) (6 088 877) (1 850 883)
Employee benefit costs 806 524 806 524 619 538 186 986
Operating expenditure 2 052 084 1856 470 1875 049 (18 579)
Impairment on financial assets - - 173 181 (173 181)
Finance cost - - 1247 738 || (1247 738)

Depreciation, amortisation

. . 1575 000 1575 000 2 167 035 (592 035)
and impairment

Loss on disposal of fixed assets - - 6336 (6336)

Total expenses (4 433 608) (4 237 994) (6 088 877) (1850 883)

Sl eteiie) (o GG 3 538 869 3 538 869 2023185 (1515 684)

activities

Capital expenditure 5113 869 5113 869 2943 045 2170 824
Allocation from government 983 005 983 005 983 005 )
grants
Other additions 4130 864 4130 864 1960 040 2170 824

Budget surplus/(deficit) (1575 000) (1575 000) (919 860) 655 140




3.3.8  WATER TRADING ENTITY NOTES TO THE FINANCIAL
STATEMENTS FOR THE YEAR ENDED 31 MARCH 2012

1 PRESENTATION OF FINANCIAL STATEMENTS

1.1 Statement of compliance

The annual financial statements have been prepared in accordance with Standards of Generally
Recognised Accounting Practice (GRAP), including any interpretations and directives issued
by the Accounting Standards Board (ASB).

1.2 Adoption of GRAP

The Water Trading Entity (WTE) adopted GRAP for the first time in the current financial year
in accordance with Directive 9, issued November 2011 by the ASB. The adoption of GRAP
resulted in the reclassification and remeasurement of certain items. WTE applied Statements
of Generally Accepted Accounting Practice (SA GAAP) previously.

The following Standards of GRAP were early adopted:

GRAP 21 Impairment of Non-cash-generating Assets
GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers)
GRAP 26 Impairment of Cash-generating Assets
GRAP 104 Financial Instruments
1.3 Standards of GRAP issued but not yet effective

The Standards of GRAP that has been issued by the ASB, but where the Minister has not
determined an effective date, has not been adopted by the WTE.

1.3.1 Standard utilised in developing accounting policies

The WTE has utilised the following Standard of GRAP to develop its accounting policies when
adopting GRAP:

GRAP 25 Employee Benefits

As a result, there will be no impact on the measurement of employee benefits when the
Standard becomes effective.
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1.3.2 International Public Sector Standard applicable

The following Standard of GRAP are not yet applicable as its equivalent International Public
Sector Accounting Standard (IPSAS 20) has to be applied for the current financial period:

GRAP 20 Related Party Disclosures

The adoption of GRAP will have minimal impact as the current disclosures are extended to
include the requirements of the Standard of GRAP. The principles between IPSAS 20 and
GRAP 20 is aligned.

1.3.3 Standards not yet applicable

Accounting policies have not been developed for the following Standards as the transactions
and events within the scope of these Standards were not yet applicable:

GRAP 103 Heritage Assets

GRAP 105 Transfer of functions between entities under common control
GRAP 106 Transfer of functions between entities not under common control
GRAP 107 Mergers

The adoption of these Standards will have no impact on the current financial statements.

The WTE has not adopted GRAP 24 in the current period. A statement of comparison of
budget and actual amounts have been included to comply with GRAP 1. The statement of
comparison between budget and actual amounts is aligned to the requirements of GRAP 24.
With the adoption of GRAP 24, explanations for differences between budgeted and actual
amounts will be included.

GRAP 24 Presentation of Budget Information in Financial Statements

1.4 Basis of preparation

The financial statements are prepared on the accrual basis using historical cost as a
measurement basis, unless another measurement basis is required by Standards of GRAP.
The significant accounting policies applied are set out below.

1.5 Functional currency

The financial statements are prepared in South African Rand (R) which is also the functional
currency of the WTE. All values are rounded to the nearest thousand (R’000) except where
otherwise indicated.



1.6 Going concern

The annual financial statements have been prepared on a going concern basis.

1.7 Off-setting

Assets, liabilities, revenues and expenses have not been offset except when offsetting is
required or permitted by a Standard of GRAP.

1.8 Comparative figures

Where necessary, comparative figures have been adjusted to correct errors identified in the
current year but relating to prior years, and to conform to changes in presentation in the
current year. The effect of restatements are disclosed in note 29 and 30.

1.9 Significant judgements and sources of estimation uncertainty

1.9.1 Initial measurement of financial assets

Short-term financial assets have been measured initially at the transaction price unless there
was an indication that the transaction was provided at terms that were longer than the normal
credit terms of 30 days. Where extended payment terms were given, the transaction price
is discounted at the rate applicable to debt owed to the State to determine the fair value for
initial measurement purposes.

1.9.2 Impairment of financial assets

An impairment is recognised for estimated losses firstly on individually significant receivables
and secondly on a group of receivables with similar credit risk that are assessed to be
impaired based on objective evidence as a result of one or more events that occurred during
the reporting period. For debtors which have defaulted, management makes judgements
based on an assessment of their ability to make payments based on creditworthiness and
historical write-off experience. Should the financial condition of the customers change, actual
write-offs could differ significantly from the impairment losses recognised. The current year’s
provision for impairment is based on management’s best estimate of the expected cash flows
for amounts that are outstanding for longer than the normal payment terms. A full provision
was made for trade debtors that could not be traced after significant effort has been made.

1.9.3 Useful lives and impairment of assets

Due to the fact that the WTE has budget constraints, management is of the opinion that
the useful life of an asset will approximate the economic life of the asset. The review of the
useful lives, residual values and possible impairment are performed annually based on a
risk assessment approach. This approach take into account the current condition of the asset




3.3.8: WATER TRADING ENTITY NOTES TO

THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 MARCH 2012

compared to the remaining useful life of the asset. Where factors exist that indicate that
the useful life needs to be amended, the useful life is reassessed. This estimate is based on
judgement, taking into account historical usage patterns as well as the condition of the asset.
As the WTE plans to use the assets for their entire economic life, the residual values on these
assets are estimated to be zero. The estimated useful life of leased assets that are capitalised
are usually equal to the term of the lease contract unless other factors exist that may indicate
a shorter lease period.

The estimated useful lives of property, plant and equipment are as follows:

Infrastructure assets

Buildings
Canals

Dams and weirs
Pipelines

Pump stations
Reservoirs
Treatment works
Tunnels

Other

Movable assets

Vehicles
Computer equipment
Office equipment and furniture

Construction equipment

Appliances
Machinery and equipment

Dwellings: mobile homes

Intangible assets

Software and licenses

20 - 50 years
35 -300 years
50 - 300 years
20 - 60 years
15 - 75 years
10 - 100 years
5-75 years
30 - 300 years
5-100 years

3 - 56 years
3 - 58 years
3 - 56 years

Based on usage (kilometers,
hours, months)

3 - 56 years
5 - 60 years
5-26 years

6 years



Management is of the view that the current assets of the WTE is non-cash generating, despite
the fact that certain water users are classified as commercial users as most of the projects
are funded through additional funds received through the transfer payment received from
the Department of Water Affairs. Therefore, any impairments that have been identified was
calculated using the recoverable service amount of the asset.

1.9.4  Recognition of servitudes

Servitudes on land are often acquired as part of construction of water infrastructure. Where
the cost of servitudes can be measured reliably, these assets are included in the cost of
infrastructure as it forms an integral part of the cost of the asset, and are recognised as separate
components of the water infrastructure.

1.9.5 Agreements with Trans Caledon Tunnel Authority (TCTA)

Subsequent to the reporting date, TCTA revised their accounting treatment for the agreements
between the Department of Water Affairs DWA(WTE)) and the TCTA. As the DWA (WTE)
is responsible for the development, operation and maintenance of specific water resources
infrastructure and managing water resources in specific water management areas, management
concluded that the DWA (WTE) controls the related infrastructure assets and has to assume the
related liabilities. The cost of the assets recognised included the construction and overhead
cost. The internal cost of capital was assumed to approximate the cost of capital of the TCTA,
as the TCTA effectively acted as an agent (and thus TCTA and DWA(WTE) have a similar risk
profile) of the DWA (WTE) to obtain external funding from commercial borrowings.

1.9.6 Measurement of inventories on hand

The WTE counted construction and building materials on hand for the first time at year-
end. The measurement was based on the FIFO-method. The latest invoices available (as at
year-end) were used to determine the value of the stock on hand. A stock count has not
been performed at the beginning of the year. An estimate of the opening balances of stock
for the preceding years were based on a percentage of the value of stock at year-end and
the purchases for the year to which the stock relates. Materials on hand is to be consumed
in the production process. As all the cost incurred is recovered from users or through the
augmentation grant, and the price of the inventory items are subject to inflation, it is assumed
that the net realisable value or replacement cost will equated or exceed the cost of the item
at year-end. Therefore, there has been no provision made at year-end for losses in the value
of stock due to price changes.

All inventories are shown at cost or net realisable value.
1.9.7 Commitments

Commitments included in disclosure note 24 have been based on orders relating to capital
projects but where the goods or services have not been delivered.
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1.9.8  Contingent liabilities and provisions

Contingent liabilities and provisions have been based on the best estimate available.
Contingent liabilities relating to litigation has been based on the assessment of the estimated
claim against the WTE as at 31 March 2012.

1.9.9 Capitalisation of expenses relating to constructed assets

The costs of inventory and property, plant and equipment produced internally include
materials, depreciation and certain overheads incurred to produce these assets. The allocation
of costs to the different items is based on judgement. The allocation usually occurs on a
proportionate basis and where the items produced are to be used internally, exclude internal
profits.

1.9.10 Classification of leases

The WTE classifies lease agreements in accordance with risks and rewards incidental to
ownership. Where the lessor transfers substantially all the risks and rewards to the lessee, the
lease is classified as a finance lease. All other leases is classified as operating leases.

2 SIGNIFICANT ACCOUNTING POLICIES

2.1 Revenue

When the WTE receives value in the form of an asset and directly provides approximate
equal value in exchange, the WTE classifies the revenue received or receivable as revenue
from exchange transactions. All other revenue is classified as revenue from non-exchange
transactions. Revenue is measured at the fair value of the consideration received or receivable,
net of any VAT, and recognised when it becomes due to the WTE. Revenue excludes any
amounts collected on behalf of third parties.

2.1.1 Revenue from non-exchange transactions

The WTE recognises the inflow of resources from a non-exchange transaction as revenue,
except when a liability is recognised in respect of that inflow. These liabilities are classified as
payables from nonexchange transactions.

Where services are received in-kind, and a reliable estimate can be made, the WTE will
recognise the related revenue. In all other cases, the WTE will only disclose the event.

2.1.2  Revenue from exchange transactions
Revenue relating to the supply of water is recognised either on the consumption of water

by the water users or in accordance with registered volumes, depending on the specific
agreement with licenced water users.



Revenue from construction contracts is recognised by reference to the stage of completion of
the contract when the outcome of a construction contract can be estimated reliably. The stage
of completion is based on the cost to date and is assessed based on surveys of work performed.
When the outcome of a construction contract cannot be estimated reliably, contract revenue
is recognised to the extent of contract costs incurred that are likely to be recoverable in the
period in which they are incurred. An expected loss on a contract is recognised immediately
in the Statement of Financial Performance in the period in which it was incurred. Significant
accounting policies Revenue

Interest is recognised using the effective interest rate method.

2.1.3 Agency fees and revenue

The WTE bills and collects water research levies on behalf of the Water Research Commissioner
and earns 2% commission, excluding VAT, on the amount billed. The revenue collected
(amounts billed less outstanding debt) is recognised as a liability and the payments made
to the WTE decreases the liability. The net asset/liability is recognised in the statement of
financial position.

2.2 Expenditure

Expenditure is classified in accordance with the nature of the expenditure.

The WTE recognises expenditure in the statement of financial performance when a decrease
in future economic benefits or service potential related to a decrease in an asset or an increase
of a liability has arisen that can be measured reliably.

The WTE recognises expenses immediately in the statement of financial performance when
expenses produce no future economic benefits or service potential or when and to the extent
that, future economic benefits or service potential do not qualify, or cease to qualify, for
recognition in the statement of financial position as an asset.

The WTE also recognises expenses in the statement of financial performance in those cases
when a liability is incurred without the recognition of an asset, for example, when a liability
under a court ruling arises.

Finance cost is recognised as an expense in surplus or deficit in the statement of statement
of financial performance in the period in which it is incurred, using the effective interest rate
method.

2.3 Borrowing cost

Borrowing costs are interest and other costs incurred in connection with the borrowing of
funds. The WTE incurs borrowing costs as a result of the construction of infrastructure. The
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borrowing costs on qualifying assets (assets under construction) are capitalised. All other
borrowing costs are expensed.

2.4 Employee benefits

2.4.1 Short-term employee benefits

The WTE recognises an undiscounted amount of short-term benefits due to employees in
exchange for the rendering of services by employees as follows:

e Asaliability in cases where the amounts have not yet been paid. Where the amount paid
exceeds the undiscounted amount of the benefits due, the entity recognises the excess
as an asset to the extent that the overpayment will lead to a reduction of future payments
or a cash refund.

*  Asan expense, unless the entity uses the services of employees in the construction of an
asset and the benefits received meet the recognition criteria of an asset, at which stage it
is included as part of the related property, plant and equipment or intangible asset item.

2.4.2 Leave benefits

The WTE recognises the expected cost of short-term employee benefits in the form of
compensated absences (paid leave) when the employees render service that increases their
entitlement to future compensated absences.

The expected cost of accumulating compensated absences is measured as the additional
amount that the WTE expects to pay as a result of the unused entitlement that has accumulated
at the reporting date.

2.43 Performance and service bonuses

The WTE recognises the expected cost of performance or service bonus payments where
there is a present legal or constructive obligation to make these payments as a result of past
events and a reliable estimate of the obligation can be made. The WTE considers the present
obligation to exist when it has no realistic alternative but to make the payments related to
performance bonuses.

2.4.4 Termination benefits

Termination benefits are payable whenever an employee’s employment is terminated before
the normal retirement date or whenever an employee accepts voluntary redundancy for these
benefits or resigns. The WTE recognises termination benefits when it is demonstrably
committed either to terminate the employment of current employee(s) according to a
detailed formal plan without possibility of withdrawal or to provide termination benefits as a
result of an offer made to encourage voluntary redundancy. Benefits falling due more than
twelve months after the end of the financial year are discounted to present value.



2.45 Retirement and medical benefits

The WTE contributes towards the pension fund and the medical aid for its employees through
a defined contribution plan. Once the contributions are paid, the WTE has no further
payment obligations. The contribution paid is charged to employee expenses in the same
year as the related service is provided.

2.5 Leases

2.5.1 The WTE as a lessee

The WTE classifies certain leases of equipment and vehicles under finance leases. The WTE
recognises the assets it leases, and the sum of the lease payments it is obligated to pay over
the period as a liability.

The WTE initially measures the leased assets at the lower of their fair value or the present
value of the minimum lease payments. The leased assets are subsequently measured at cost
less accumulated depreciation and impairment. The leased assets are depreciated over the
shorter of the lease agreement or the useful life of the asset.

The WTE measures the liability as the sum of the minimum lease payments due in terms of
the lease agreement, discounted for the effect of interest (i.e. the WTE recognises the capital
portion of the obligation as a liability and recognises the interest over the lease term). In
discounting the lease payments, the lessee uses the interest rate that exactly discounts the
lease payments and unguaranteed residual value to the fair value of the asset plus any direct
costs incurred.

Operating leases that are longer than 1 year are measured on a straight line basis as an
expense, and the difference between the actual payments and the expense is accrued through
payables or receivables. Where the lease is less than 1 year, the actual expenses is recognised
in the statement of financial performance.

2.5.2 The WTE as a lessor

The WTE receives lease revenue for the hiring out of equipment and renting of houses to its
employees. The WTE recognises the revenue from operating leases based on the charge-out
tariffs for equipment and recognise the rental of houses based on the actual amounts charged.

2.6 Property, plant and equipment

An item of property, plant and equipment is recognised as an asset if, and only if it is probable
that future economic benefits or service potential associated with the item will flow to the
WTE, and the cost or fair value of the item can be measured reliably. Items of property,
plant and equipment are stated at cost, less accumulated depreciation and accumulated




3.3.8: WATER TRADING ENTITY NOTES TO

THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 MARCH 2012

impairment losses, except for assets under construction. Subsequent costs are included in
the assets carrying amount or recognised as a separate asset only when it is probable that the
future economic benefits associated with the item will flow to the entity and the cost of that
item can be reliably measured.

Assets under construction are stated at cost. Depreciation only commences on these assets
when they are in the condition necessary for them to be capable of operating in the manner
intended by management.

Where the WTE acquires an asset at no cost, or for a nominal cost, the cost of the item is
measured at the fair value of the asset as at the date of acquisition.

Cost comprises of the purchases price or construction cost of the asset (excluding internal
profits), costs directly attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management and an estimate
of the cost of dismantling or rehabilitation.

Where an intangible asset is an integral part of an item of property, plant and equipment, the
cost of the intangible asset is not recognised separately from the cost of the asset, but rather,
it is included as a separate component of the asset.

Depreciation is calculated on a straight line basis over the expected usage of each major
component of an asset. Depreciation is charged to the statement of financial performance,
unless it forms part of the cost of inventories or the cost of assets under construction.

Items of property, plant and equipment are tested for impairment whenever there are
impairment indicators. An impairment loss is recognised where the carrying amount exceeds
recoverable service amount for non- cash generating assets and where the carrying
amount exceeds the recoverable amount for cash- generating assets.

An impairment loss recognised in prior periods for an asset is only reversed if there has been
a change in the estimates used to determine the asset’s recoverable service amount since the
last impairment loss was recognised.

Impairmentand reversals of impairment is recognised in the statement of financial performance
at the time when the event occurred.

Gains or losses arising from the derecognition of an item of property, plant and equipment
is recognised directly in surplus or deficit in the statement of financial performance when the
item is derecognised.

2.7 Intangible assets

Identifiable intangible assets are recognised if, and only if it is probable that future economic
benefits or service potential associated with the asset will flow to the WTE, and the cost or
fair value of the item can be measured reliably.



An asset meets the identifiability criterion in the definition of an intangible asset when it is
separable, i.e. is capable of being separated or divided from the entity and sold, transferred,
licensed, rented or exchanged, either individually or together with a related contract,
asset or liability; or arises from contractual rights (including rights arising from binding
arrangements) or other legal rights (excluding rights granted by statute), regardless of
whether those rights are transferable or separable from the entity or from other rights and
obligations.

Amortisation is recognised in the statement of financial performance on a straight-line
basis over the estimated useful live of intangible assets, unless such useful lives are indefinite.

Intangible assets with an indefinite useful life are tested for impairment at the end of each
financial year and whenever there is any indication that the intangible asset could be
impaired. Other intangible assets are only tested for impairment where there is an indication
that impairment exists.

Gains and losses on intangible assets, including impairment and impairment reversals, are
treated similarly to gains and losses for property, plant and equipment.

2.8 Inventory

Inventories are assets in the form of materials or supplies to be consumed in the production
process; in the form of materials or supplies to be consumed or distributed in the rendering of
services; held for sale or distribution in the ordinary course of operations; or in the process of
production for sale or distribution.

Inventory is recognised as an asset if it is probable that future economic benefits or service
potential associated with the item will flow to the WTE; and the cost of the inventory can be
measured reliably.

Inventory is initially measured at cost (or fair value if the item was acquired through a non-
exchange transaction), and subsequently measured at the lower of cost or net realisable value.
Where inventory is distributed at no or a nominal charge, inventory is measured at the lower
of cost or replacement cost.

2.9 Financial instruments

2.9.1 Initial recognition and classification

The WTE classifies financial instruments, or their component parts, on initial recognition as a
financial asset, a financial liability or a residual interest in accordance with the substance of
the contractual arrangement.




3.3.8: WATER TRADING ENTITY NOTES TO

THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 MARCH 2012

Financial instruments are recognised initially when the WTE becomes a party to the contractual
provisions of the instruments and WTE funds are committed or receives the benefits.

The WTE does not offset a financial asset and a financial liability unless a legally enforceable
right to set off the recognised amounts currently exist; and the entity intends to settle on a net
basis, or to realise the asset and settle the liability simultaneously.

2.9.2 Initial measurement

Financial instruments are initially measured at fair value.

2.9.3 Transaction costs

Transaction costs on financial instruments at fair value are recognised in the statement of
financial performance. Transactions costs on other financial instruments are included in the
cost of the instrument.

294 Subsequent measurement

All non-derivative financial assets or non-derivative financial liabilities that have fixed or
determinable payments, excluding instruments that has been designated at fair value or are
held for trading, are measured at amortised cost. Instruments that does not meet the definition
of financial assets or financial liabilities measured at amortised cost are measured at fair
value unless fair value cannot be determined. Those instruments, where fair value cannot be
measured reliably, is measured at cost.

Amortised cost is calculated based on the effective interest rate method.

Net gains or losses on the financial instruments at fair value through profit or loss includes
transaction costs, interest and foreign exchange gains or losses. Gains and losses arising from
changes in fair value are included in the statement of financial performance.

2.9.5 Impairment of financial assets

At each reporting date the WTE assesses all financial assets, other than those at fair value,
to determine whether there is objective evidence that a financial asset or group of financial
assets has been impaired.

The inability to redeem amounts due based on the current stream of payments, and default of
payments are considered to be indicators of impairment.

Impairment losses are recognised in the statement of financial performance as expenses.



Impairment losses are reversed when an increase in the financial asset’s recoverable
amount can be related objectively to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the financial asset at the date that the
impairment is reversed shall not exceed what the carrying amount would have been had the
impairment not been recognised.

Reversals of impairment losses are recognised in the statement of financial performance as
revenue. Impairment losses are not reversed for financial assets held at cost where fair value
was not determinable. The following line included in the statement of financial position
contains financial instruments:

e Cash and cash equivalents;

e Receivables from exchange transactions;
e Other financial assets;

e Payables from exchange transactions; and
e Other financial liabilities.

2.10 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-
term highly liquid investments that are readily convertible to a known amount of cash and are
subject to an insignificant risk of changes in value. Cash and cash equivalents are initially and
subsequently measured at fair value.

2.11 Receivables from exchange transactions

Receivables from exchange transactions measured at amortised costs arise from transactions
with water users. Prepayments and advances consist of amounts paid to contractors and
employees for which future goods and services are expected to be received. Prepayments
and advances are not classified as financial instruments.

2.12 Payables from exchange transactions

The WTE recognises payables from exchange transactions where liabilities result in counter
performance by the respective parties.

Payables from exchange transactions are initially measured at fair value, and are subsequently
measured at amortised cost.

2.13 Other financial liabilities

Included in other financial liabilities are the liability incurred to the TCTA. The liability is
initially measured at fair value and are subsequently measured at amortised cost. Effective
interest is capitalised against the amounts outstanding in accordance with the respective
agreements.
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2.14 Provisions and accruals

Provisions and accruals are liabilities where uncertainty exists about the timing or amount of
the future expenditure required to settle the liability.

The WTE recognises in payables an amount for accruals where the goods or services that
have been received or supplied but an invoice is outstanding or a formal agreement with the
supplier has not been concluded.

Provisions are liabilities, excluding accruals, that is recognised where the WTE has a present
legal or constructive obligation as a result of past events and it is probable that an outflow
of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate of the amount of the obligation can be made. Provisions are measured
at the best estimate of the amount to settle the obligation, discounting to present value
where the time value of money is expected to be material.

2.15 Contingents assets and contingent liabilities

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed
in note 26.

2.16 Reserves

The WTE classifies its reserves in two categories namely pumping cost reserve and
accumulated reserves. None of these reserves are distributable reserves.

2.16.1  Pumping cost reserve

The WTE recovers an additional charge from specific water users in the Vaal River scheme to
cover for pumping costs. This additional fee is charge to reduce the impact of price
increases as a result of additional pumping cost incurred in times of emergencies, drought
and other contingencies.

A transfer is made from the accumulated reserves to the pumping cost for amounts recovered
from users for pumping cost and from pumping cost to accumulated reserves for the actual
costs incurred.

2.16.2  Accumulated reserves

Accumulated reserves consist of the net assets less amounts transferred to other reserves.
Accumulated reserves are mainly build up as a result of the depreciation and return on
asset charge included in the pricing strategy and the capital portion of augmentation funds
included in revenue recognised. This is to ensure adequate rehabilitation and maintenance
of existing infrastructure and future infrastructure development.



2.17 Budget information

The budget is prepared on a modified accrual basis. The WTE does not budget for any
revenue other than the transfer payment received through the Department of Water Affairs.
Expenditure incurred exceeding the transfer payment is defrayed from accumulated reserves.

2.18 Related parties

Parties are considered to be related if one party has the ability to control the other party,
exercise significant influence over the other party or jointly controls the other party. Specific
information with regard to related party transactions is included in note 23.

2.19 Irregular, fruitless and wasteful expenditure and material losses through criminal
conduct

Irregular, fruitless and wasteful expenditure and material losses through criminal conduct is
recognised as expenditure in the statement of financial performance according to the nature
of the payment and disclosed separately in notes 27 and 28. If the expenditure is recoverable
it is treated as an asset until it is recovered from the responsible person or written off as
irrecoverable in the statement of financial performance.
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3 REVENUE FROM EXCHANGE TRANSACTIONS
2012
Notes
Sale of water services 5713 036 4308 443
Construction revenue 402 123 340 821
Commission earned 1794 1797
Receivables 1384 1475
Short-term deposits and bank accounts 410 322
Interest revenue 18 820 67 188
Receivables 18 820 67 184
Short-term deposits and bank accounts - 4
Lease revenue earned 17 968 12 303
Equipment 4521 3623
Property 13 447 8 680
Sale of goods - scrap materials and waste paper 17187 824
Other revenue 6 685 8589
6177 613 4739 965

The fair value of in flowing resources was measured based on the fair value of the cash consideration
received or receivable, net of any discount and Value Added Tax.



4 REVENUE FROM NON-EXCHANGE TRANSACTIONS

2012 2011
R’000 R’000

Funds from the Department of Water Affairs 1934178 1 805 467

Transfer revenue includes:

Other revenue:

Water usage licence fees 270 155
Penalties for late registration of water use 1 6
1934 449 1805 628

Funds are transferred from the Department of Water Affairs as an augmentation to revenue earned to enable
the WTE to carry out its operating activities.

5 EMPLOYEE BENEFIT COSTS

2012 2011
R’000 R’000

Short term employee benefits 1311561 1287728

Employee benefits consists of:

Less: Direct labour capitalised to assets under

construction (527 700) (543 943)

Less: Amounts capitlised to construction costs for

thrid parties (164 323) (164 503)

619 538 579 282
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6 OPERATING EXPENDITURE
2012 2011
Notes
Construction costs incurred 322 091 342 091

Other operating expenditure

Administrative fees 2 084 1533
Audit cost 13 762 13 240
Communication 23 843 23276
Computer services 9 831 4354
Electricity 163 678 141 355
Entertainment 6 13
Facility and management fee: TCTA 829 364 976 028
Materials consumed 59 524 72 306
Maintenance, repairs and running costs 71 043 108 619
Operating leases 29 802 22 011
Owned and leasehold property expenditure 29398 21 475
e oo D iy s wes s
Professional services: Infrastructure and planning 110 864 72223
Printing, posting and stationery 5609 7 663
Transport costs 89 29
Travel and subsistence 83 571 114 948

Domestic 80779 113 154

Foreign 2792 1794
Training and staff development 7 753 5892
Venues and facilities 2 639 3761
Auxiliary 26 472 16 822

1875 049 1991 240




7 IMPAIRMENT ON FINANCIAL ASSETS

2012 2011
Notes
R’000 R’000

Impairment relating to:

Trade receivables 172 462 786 530
Staff receivables 647 -
Other receivables 73 -
173 182 786 530
8 FINANCE COST

Bank balances - -
Finance leases 1874 1619
Interest on amortised payables 1245 864 1575470
1247 738 1577 089

9 DEPRECIATION, AMORTISATION AND IMPAIRMENT

2012 2011
Notes
R’000 R’000

Depreciation on property, plant and equipment 1583172 1582223
Computer equipment 9 091 4 460
Equipment 7 543 3190
Furniture and Fittings 6451 5099
Infrastructure 1547 461 1559 120
Leased equipment 4142 3581
Leased vehicles 6 146 4 862
Mobile homes 1595 1505
Vehicles 743 406

Amortisation on intangible assets 214 77
Computer software 214 77

Impairment and impairment reversals 583 649 316 018
Infrastructure 582 073 316 018
Equipment 1353 _
Computer equipment 143 -
Furniture and Fittings 80 -

2167 035 13898 318
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10 LOSS ON DISPOSAL OF FIXED ASSETS

2012 2011
Notes
R’000 R’000
Loss on disposal of fixed assets 6336 9 075
6 336 9 075

11 CASH AND CASH EQUIVALENTS

2012 2011
Notes
R’000 R’000

Cash and cash equivalents at fair value:

Current accounts at commercial banks 1488 396 1021567
Short-term deposits 105 105
Cash on hand 180 312

1488 681 1021984

12 RECEIVABLES FROM EXCHANGE TRANSACTIONS

2012 2011
Notes
R’000 R’000
Current

Financial assets at amortised cost

Trade receivables 5363210 4650216
Less: Provision for impairment (2 467 410) (2 294 948)
Carrying amount at the beginning of the period (2 294 948) (1508 418)
Current year provision (172 462) (786 530)

2 895 800 2 355 268

Contract debtors: TCTA advance 316 600 4043
Staff related receivables 5 040 20 656
Gross carrying amount 5 687 20 656
Less: Provision for impairment (647) -
Claims recoverable - Departments 59 170
Claims recoverable - Other 142 11473
Water Research Commission - advances 157 702 197 131
Gross amount of water research levies due (89 227) (46 597)
Outstanding debtors 246 929 243728
Other receivables 205 714 169 783
Gross carrying amount 205 787 169 783
Less: Provision for impairment (73) -

3581057 2758 524




The fair value of the short term receivables approximates the carrying amount of the balances due to their
short-term maturity.

Amounts past due not impaired

Included in the financial assets at amortised cost

above is an amount past due but not impaired: 1540838 1492362

Some of these long outstanding amounts may not be recoverable due to incorrect billings in the past.
A reliable estimate of the incorrect billings could not be made.

13 INVENTORY

2012 2011
Notes
R’000 R’000

Construction and building materials 156 166 154 062
Consumables 7 865 7943
Fuel and lubricants 3782 219
Stationery 564 1139

168 377 163 363
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15 INTANGIBLE ASSETS

Summary

Enduring benefit: Lesotho Highlands 15 844 203 15 844 203

Computer software 64 381 24 104
Gross carrying amount 81 547 41 056
Accumulated amortisation and impairment (17 166) (16 952)

15 908 584 15 868 307

Reconciliation

R’000 R’000

Enduring benefit: Lesotho Highlands 15 844 203 15 844 203
Computer software 64 381 24105
Gross carrying amount at the beginning 24 104 24129
Additions 40 493 35
Transfers ) 18
Amortisation (214) (77)

15 908 584 15 868 308

In terms of the Treaty between South Africa and
the Lesotho Government, South Africa has a right
to receive water in perpetuity and this right is
capitalised as an enduring benefit. The enduring
benefit is assessed annually for impaiment. The
assessment is based on any indicators that may
impact the delivery of the water in terms of the
agreement with the Lesotho Government. Based
on the assessment performed, no impairment
has been identified.
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16~ PAYABLES FROM EXCHANGE TRANSACTION

Current
| Noes | _Roo0 |
Financial liabilities at amortised cost 472 022 549 666
Trade payables 159 280 76 301
Amounts due to customers: trade debtors 139 715 93 910
Amounts due to customers: construction 78 315 95 938
contracts
Retention creditors 5851 3 350
Claims payable 104 3186
VAT payable 88372 265 408
Other payables 385 11573
Non-financial liabilities 106 614 111919
Unclaimed deposits 5201 44 230
Advances received 1483 1476
Accruals for goods and services 99 626 56 429
Payroll related accruals 293 9784
Other accruals 11 -

578 636 661 585




17 EMPLOYEE BENEFITS

R'000 R'000

Current obligations:

Leave benefits due 97 063 91 450
gz:&ijng amount at the beginning of the 91 450 48 471
Current service costs 21671 64 700
Less: benefits utilised (16 058) (21 721)

Performance bonuses 34 477 33100
[(:)Zg:irg/ciing amount at the beginning of the 33100 25111
Current service costs 34 805 33387
Less: benefits utilised (33 428) (25 398)

Service bonuses - 13th Cheque 24 781 22 662
géirrirg/(ijng amount at the beginning of the 22 662 19612
Current service costs 57 544 68 838
Less: benefits utilised (55 425) (65 788)

156 321 147 212
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18 PROVISIONS

2012 2011
R’000 R’000

Current 649 212 328 445
Non-current 810 420 972 735
1459 632 1301 180

Consisting of:

Dam rehabilitation provision

Carrying amount at the beginning 1270093 405 959
Amount utilised (263 591) (287 468)
Current year provision 423 647 1151 602
Carrying amount at the end 1430 149 1270093
Estimated settlement to be:

Within one year 619 729 297 358
More than one year 810 420 972 735

Dams are rated based on a risk model developed
internally, the results of which are used in order
to assess whether an obligation to rehabilitate
exist. A provision is recognised when a reliable
estimate can be made based on the stage of the
project. The provision for dam rehabilitation
was based on the estimates done by specialists
at different time intervals in the past. Estimates
were adjusted for the effect of inflation. The CPI
used in the current year was 6% (2011: 4,1%).
A contigent liability is disclosed or a minimum
level. Where the risk is at the minimum level, a
contigent liability will be disclosed.



Other provisions

2012 2011
Notes
R’000 R’000

Carrying amount at the beginning 31087 -
Amount utilised (16 263) -
Current year provision 14 659 31087

Carrying amount at the end 29 483 31087

Estimated settlement to be:
Within one year 29 483 31 087

Other provisions consist of claims and litigations
or payables where services have been delivered
without an indication of the timing of settlement
or the amount of settlement. The provision for
claims and litigation is based on the amounts
confirmed by the State Attorney. The other
provisions are based on estimates taking into
account the best available information at
reporting date.
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19 FINANCE LEASE LIABILITY

Current obligation 9341 7014
Non-current obligation 4670 2 304
Carrying amount at the end 14011 9318

Reconciliation of the carrying amount:

Future minimum lease payments due: 15 302 10 007
Later than 1 year but less than 5 years 4 888 7 588
Less than 1 year 10 414 2 420
Less: Future finance charges (1290) (689)
Present value of minimum lease payments 14 012 9318

The finance lease obligations consist of various
leases. The incremental borrowing rate (effective
interest) was determined based on the difference
between the fair value of the asset and the
future minimum lease payments. Where the fair
value of the asset could not be determined, the
incremental rate was based on the rate of similar
instruments in the market and the fair value is
assumed to estimate the present value of the
minimum lease payments. The effective interest
rates varies between 9% and 15%. The liability is
secured by the leased assets disclosed in note 14.



20 FINANCIAL LIABILITIES: TCTA

2012 2011
Note
R’000 R’000
Current obligation 3414 693 3339 663
Non-current obligation 26 512 977 26 441 224

Reconciliation

Carrying amount at the beginning of the period 29 780 887 30173 675
Additions 3 693 441 3032 367
Construction cost 1643 103 481119
Interest accrued 1220 974 1575220
Facility and management fee 829 364 976 028
Payments (3 546 658) (3 425 155)
Financial liabilities at amortised cost 29 927 670 29 780 887

The liability represents the amounts owed to
TCTA in accordance with various construction
contracts for the development and maintenance
of infrastructure assets. The effective interest rate
varies per agreement and range between 4.76%
and 8% p.a.
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21 NET CASH FLOWS FROM OPERATING ACTIVITIES

2012 2011
Note
R’000 R’000

Surplus/(deficit) for the year 2023 185 (295 941)
Adjusted for non cash items 2475 231 2 891935
Change in estimates of provisions 14 659 31087
Change in estimates of employee benefits 114 020 166 925
Depreciation, amortisation and impairment 2167 035 1898318
Impairment on financial assets at amortised cost 173 182 786 530
Loss on disposal of fixed assets 6336 9 075
Additional cash items (121 173) (112 907)
Provisions utilised (16 263) -
Employee benefits utilised (104 910) (112 907)
Operating cash flows before working capital changes 4377 243 2 483 087
Working capital changes: (1083 678) 289 986

(Increase) in receivables from exchange

transactions (995 715) (1 474 956)
(Increase)/decrease in inventories (5014) 40 826
(Decrease)/increase in payables from exchange e aa 116

transactions

Net cash from operating activities 3293 565 2773073




22 FINANCIAL INSTRUMENTS

2011

Carrying amounts per category

The total carrying values of the various categories
of financial assets and financial liabilities at the
reporting date are as follows:

Financial assets at fair value

Cash and cash equivalents 11 1488 681 1021948
Financial assets at amortised cost 12 3581 057 2 758 524
Total financial assets 5069 738 3780508
Financial liabilities at amortised cost 16 30 506 306 30 442 472
Payables from exchange transactions 16 | 578 636 | 661 585
Other financial liabilities 20 | 29 927 670 | 29 780 887
Total financial liabilities 30 506 306 30442 472

Net losses included in the statement of financial

performance on amortised receivables 173 181 786 530

Exposure to continuously changing market conditions has highlighted the importance of financial risk
management as an element of control for the WTE. The WTE finances its operations primarily from cash
receipts from customers and augmentation income received from the government. There are primarily two
financial risks that the WTE faces namely credit and interest rate risk.

Interest rate risk exposure

The WTE has an obligation to settle the cost incurred by TCTA for the construction of infrastructure on its
behalf. Due to the long term nature of these projects, the WTE is exposed to changes in the interest rates
relating to these borrowings as the amounts to settle its obligation to the TCTA is dependant on the interest
rates. The effective interest rate for the the current period amounted to 8% (2011: 8%). Finance leases are
discounted at the interest rates implicit in the lease and does not expose the WTE to any further risk as the
rates are fixed for the term of the lease. The short term payables exposes the WTE to a very limited risk of
losses as a result of fluctuations in interest rates. The WTE endeavours to comply with the PFMA requirements
to settle its debt within 30 days of receipt of an invoice.
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CREDIT RISK EXPOSURE

Receivables and prepayments
Potential areas of credit risk consist of trade accounts receivable.

Accounts receivable consists mainly of government owned institutions and government owned entities.

The WTE monitors the ageing of debtors on an ongoing basis and engages their customers where there is an
indication of possible problems with regard to recovery from customers. Provision is made for both specific
and general bad debts and at the end of the financial year management did not consider there to be any
material credit risk exposure that was not already covered by the impairment provision.

Cash and cash equivalents

2012 2011

R’000 R’000

Maximum credit risk exposure

Cash and cash equivalents 1488 501 1021672

Receivables 3581 057 2 758 524

5069 558 3780 196

% of total financial assets 100.0% 100.0%
Liquidity risk

The WTE is exposed to liquidity risk with regards to the amounts owed to contract creditors and sudden
increases in pumping cost expenses. The WTE manages its liquidity risk by holding sufficient cash in its bank
account, supplemented by cash available in short term deposits.

Other risks and possible losses

R’000 R’000

2012 2011

Included in trade and other receivables are recorded
deposists that were not cleared through the bank. As a
result, the WTE are exposed to possible cash losses that will
need futhrer investigation.

e
&3]
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23 RELATED PARTY TRANSACTIONS

23.1 Related party relationships and control
The WTE is controlled through the Department of Water Affairs at National Government level.

As a result of the constitutional independence of the three spheres of government in South Africa, only parties
within the national sphere of government will be considered to be related parties.

Management is defined as being individuals with the authority and responsibility for planning, directing
and controlling the activities of the entity. Individuals on top management level and executive committee
members are considered management.

23.2 Related party transactions and outstanding balances

2012 2011
Note
R’000 R’000

Revenue from non-exchange transactions 1934178 1805 467

23.2.1  Department of Water Affairs

From November 2011, the Department of
Water Affairs incurred the personnel cost of the
Chief Financial Officer and the Deputy Chief
Financial Officer.

The Department of Water Affairs also incurred
some operating expenditure which include, but
is not limited to, rent for office space, internal
audit cost, IT cost and other administrative costs.
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23.2.2  Water Research Commission

Revenue from exchange transactions 1384 1475
Outstanding balances 157 702 197 131

23.2.3  Trans-Caledon Tunnel Authority

The following transactions were carried out with TCTA:

Construction activities 1643 103 481 119
Finance cost 1220974 1575220
Management and facility fees 829 364 976 028
Outstanding balances 29927 670 29 780 887
Parepayment in terms of construction contract 316 600 4043

TCTA is constructing assets on behalf of the WTE on a full
cost recovery basis

23.2.4  Eskom

The following disclosable items were carried out with

Eskom:
Revenue 597 075 819 189
Outstanding balances 501 207 415 697

The amounts billed for the above revenue received from
Eskom is based on the actual operations and maintenance
cost incurred and not the budgeted operations and
maintenance cost included in the water tariffs applicable
to other users.



23.2.5 Rand Water

The following disclosable items were carried out with
Rand Water:

Sale of water services

Revenue 2803 271 2617 026
Finance revenue (discounting) 18 421 18 828
Gross amount billed 2 821 693 2 635 854
Outstanding balances 536 017 481 494
Gross amount due 554 438 500 322
Less: Effect of discounting (18 421) (18 828)

Rand Water receives 60 days to pay for water related
services instead of the normal 30 days.

23.3 Close family members

The husband of a Chief Director is the sole shareholder
of Hattingh Anderson Associates, which provides
consulting services to the WTE.

Hattingh Anderson Associates

For consulting services 1484 1341

23.4 Key management personnel remuneration

Management is defined as being individuals with the
authority and responsibility for planning, directing and
controlling the activities of the entity. Individuals on top
management level and executive committee members
are considered management.
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March 2012 Performance | Other short Post-
related term employee | employment
R’000 payments benefits benefits

M§ Mathe ZY - Acting Deputy 551 i 327 79 950
Director General
Mr Moloi LS - Chief Director 504 47 296 66 913
Ms Anderson H - Executive 795 i 216 94 1035
Manager
Mr Smith FJ - Chief Director 878 152 113 114 1257
Mr Fortuin K - Acting Chief Director 495 - 269 64 828
M.r Van der Westhuizen WG - Chief 792 9 216 94 1127
Director
Dr Ruiters C - Deputy Director 422 ) 260 55 237
General

4297 295 1696 559 6847

March 2011 Performance | Other short
Post-

employment

related term employee
R’000 payments benefits

Dr Ruiters C - Deputy Director

611 - 328 79 1018
General
Mr Moloi LS - Chief Director 583 - 313 76 972
Ms Anderson H - Executive Manager 760 - 90 99 949
Mr Croucamp WS - Executive 758 ) 1032 98 1888
Manager
Ms Mathe ZY - Chief Director 525 - 284 68 877
Mr Smith FJ - Chief Director 750 - 142 98 990
Mr Van der Westhuizen WG - Chief 750 i 142 98 990

Director

4738 - 2330 616 7 683




Comparative figure

The amount included for the previous financial year was restated due to the incorrect inclusion of one official
under key management personnel and the inclusion of fuel cost re-imbursements to key management. This
resulted in the total key management personnel cost being reduced by R1 385 000.

Key management personnel remunerated through Department of Water Affairs - Main account

The following officials are also considered to be key management personnel. These officials are paid by the
Department of Water Affairs - Main account.

Position

Mr Sirenya M Director General

Mr Balzer T Acting Director General (previous)
Mr Ismail F Acting Chief Financial Officer

Mr Mofokeng M Deputy Chief Financial Officer

24 CAPITAL COMMITMENTS

2012 2011
Note
R’000 R’000

377 670 600 833

Commitments for the acquisition of property, plant and equipment
that is contracted for but not provided for in the financial statements.

The amounts disclosed above for capital commitments excludes
VAT.

The comparative figure for commitments have been adjusted due to
errors identified during the preparation of the financial statements.
This resulted in a decrease of R172,8 million.
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25 OPERATING LEASE COMMITMENTS

2012 2011

Note
R’000 R’000

The Water Trading Entity leases various residential buildings,
Office Spaces and one piece of Land under operating lease
agreements and Installments are payable monthly in advance.
The Installments are payable over periods varying between
12 and 24 months. The entity is sub-letting these residential
buildings to its various employees at a monthly rental.

The future minimum lease rentals to be paid under
non-cancellable and cancellable operating lease contracts as
at 31 March 2012 are as follows:

Residential Buildings: 2107 6148
Due within 1 year 2107 5341
Due later than 1 year but less than 5 years - 807

Office administration Buildings: 506 935
Due within 1 year 506 565
Due later than 1 year but less than 5 years - 370

Land: 424 666
Due within 1 year 242 242
Due later than 1 year but less than 5 years 182 424

Total minimum lease payments 3037 7 749




26 CONTINGENT LIABILITIES

26.1 Dam rehabilitation programme

This contingency is based on the dams that were identified
for rehabilitation, but the probability, cost or timing of the
rehabilitation cannot be determined reliably at this stage. The
dam safety rehabilitation contingency results from the use of
the internally designed risk based methodology which resulted
in 75 dams being identified for possible rehabilitation, but due
to the fact that a reliable estimate of the obligation cannot be
determined at this stage we have not disclosed any amounts.
Of the 75 dams identified there are 52 dams considered to
be of a medium to low risk (border line cases) and 23 are
considered to be of a higher risk.

26.2 Claims against the State

Mobhlala Civil Engineering and 103 others vs. DWAF
Group 5 Construction vs. The Water Trading Entity
Pro Meetse vs. DWA

Buffler Madeline vs. Kungwini Local Municipality and the
Minister

Messrs Radio Geotechnics v/s DWA
Norton Rose Attorneys v/s DWA (Sakhumzi Kraal)

Other claims

Should the WTE not be successful in defending the above cases,
the maximum financial exposure amounts to R207,5 million
excluding interest of approximately R55,3 million at 15.5%.

131257 -
54 670 40 677
333 333

- 150

713 713

20 444 -
130 141
207 548 42 014




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

26.3 Guarantees

The WTE has issued guarantees in favour of various financial
institutions to support employees to obtain loans for housing.
To date the WTE has not been called to honour any of these
obligations. No loss is expected to materialise in respect of
these guarantees in the foreseeable future.

93 2276

26.4 De Hoop labour dispute

Subsequent to the financial year-end, a dispute arose relating
to possible incorrect application of the conditions of service
which may result in a labour claim against the WTE. The
amount could not be determined with sufficient reliability at
year-end.

26.5 Dams impaired to zero value

WTE has 42 dams that have a value of zero. There were 4 impaired
to zero from the prior year and 38 in the current year. At this stage
the intended use of these assets are uncertain and in accordance to
the dam safety regulations the WTE has an obligation to regularly
inspect these and ensure compliance to these regulations and incur
any associated care and maintenance costs.



27 IRREGULAR EXPENDITURE

27.1 Reconciliation

Opening balance

Add: Irregular expenditure - current year
Add: Irregular expenditure - prior year
Less: Amounts condoned

Irregular expenditure awaiting condonation

Analysis of expenditure awaiting condonation per age classification
Current year

Prior years

Total

Comparative figure for irregular expenditure decreased by
R162,8 million due to errors identified during the preparationof
the financial statements. The previous financial statement
amount was calculated based on contract values rather than
actual expenditure incurred.

2012

2011

Note
R’000 R’000

27.2

27.3

27.4

600 843 443 586
102 657 160 718

70 609 -

(5 412) (3 461)
768 697 600 843
100 201 443 586
668 496 157 257
768 697 600 843
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27.2 Details of Irregular Expenditure - Current year

Incident Dlsglp!mary steps tfiken/
criminal proceedings

Expenditure incurred where insufficient quotations

were obtained from suppliers None 6143
Bids were not advertised for the required 21 days None 24 406
Splitting of orders to circumvent procurement procedures None 1620
Expenditure incurred without written approval by

o None 2
delegated official
Use of transversal contract regarding fleet management
where WTE was not part thereof (RT46) Nt A0 7
Additional expenditure incurred on irregular contract None 4718

(SITA)

Additional expenditure incurred on contracts where the
certificate independent bid determination (SBD9) forms None 33 142
were not completed

Expenditure incurred after contract expired None 1125
Procurement process not followed None 6
Expendltyre exceeding original contract amount / or no None 8 703
contract in place

Finance leases entered into in terms of Transversal State None 2 456

Tender Board contract (RT3)
102 657



27.3 Details of Irregular Expenditure - Identified in current year relating to prior year

Incident Dlsc‘lpl.mary steps t.aken/
criminal proceedings

Procurement process not followed None 478
Bids were not advertised for the required 21 days None 67 175
Finance leases entered into in terms of Transversal State None 2956
Tender Board contract (RT3)

70 609
27.4 Details of Irregular Expenditure condoned

Finance leases entered into in terms of Transversal State ~ National Treasury
Tender Board contract (RT3) 5412

28 FRUITLESS AND WASTEFUL EXPENDITURE

2012 2011

R’000 R’000
Disciplinary steps taken/criminal proceedings

Penalties and interest was paid to Disciplinary steps has been taken 24 890
SARS for incorrect submission of VAT against the responsible employees.

relating to April-May 2010 declaration. The employees are currently on

The WTE has lodged an appeal in order suspension.

to recover the loss.

W9760WTE Incurred fruitless None 9 500
and wasteful expenditure with the

rehabilitation of Mashashane Dam due

to a legal claim that had to be paid to

a company as a result of the incorrect

calculation of the points scored in

awarding the tender.

Interest paid for D & J Nel Farming CC  None 12
Interest expenditure incurred on credit None 249
balances

24 890 9 761




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

29 CHANGE IN ACCOUNTING POLICIES

2012 2011 2010
R’000 R’000 R’000

The adoption of the Standards of GRAP
had the following impact:

(Decrease) in assets (3 620) (3 266) (3272)
Increase/(Decrease) in liabilities 3627319 3627319 2 579 960
Increase/(Decrease) in net assets (reserves) 3623 699 3 624 053 2 576 688
Increase in revenue (353) 1047 365 818 191
Increase/(decrease) in expenses (582 073) (6 044) (489 025)
Effect on surplus/deficit (582 426) 1041 321 329 166
Decrease in transfer between reserves (1 533 423) (1458 710) (1 564 965)
Effect on opening accumulated reserves 63 471 995 63 889 385 63 366 687
Effect on revaluation reserve (58 004 966) (60 134 500) (59 790 452)
Effect on pumping cost reserve 272 519 286 557 236 252

Reclassification of distribution to National
Revenue Fund

3623 699 3624 053 2 576 688




Changes in policies are due to:

29.1 Measurement of property, plant and equipment in accordance with
the Standard of GRAP on Property, Plant and Equipment (GRAP 17): change in

o2 | oom | 200 |
R’000 R'000 R’000

revalution policy to cost model

The WTE adopted a revaluation model in 2008
to recognise infrastructure assets. The WTE
reconsidered the policy choice in the current
financial period. The revalution method is
dependant on many assumptions and requires
regular updates with huge costing implications
as the infrastructure assets are not traded in an
open market. Under the current circumstances,
the WTE considers the cost model to provide
more reliable and relevant information about
the value of property, plant and equipment.

Decrease in opening balance of revaluation
reserve

Derecognition of transfer between reserves due
to depreciation on infrastructure assets

Decrease in expenses recognised in net assets

Impaiment and reversals of impairment of
infrastrucure assets

Loss on disposal/scrapping of assets

Effect on revaluation reserves

(Increase)/decrease in depreciation, amortisation
and impairment

(Increase)/decrease in losses on derecognition
of assets

Decrease in transfer between reserves

Effect on opening accumulated surplus

Net effect on net assets

(60 134 500)

1547 461

582 073

582 073

(61 548 949)

1408 405

6 044

(4 175)

10219

(63 366 687)

1328713

489 025

446 539

42 486

(58 004 966)

(60 134 500)

(61 548 949)

(582 073) 4175 (446 539)

= (10219) (42 486)

(1 547 461) (1 408 405) (1328 713)
60 134 500 61 548 949 63 366 687
58 004 966 60 134 500 61 548 949
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29.2 Recognition and measurement of non-exchange revenue in accordance with
the Standard of GRAP on Revenue from non-exchange transactions (GRAP 23)

2012 2011 2010
R’000 R’000 R’000

Augmented funds relating to capital grants were
recognised when the related expenses were
recognised through profit and loss. As there are
no financial obligation attached to these grants,
GRAP 23 requires the grant to be recognised
when the asset (related consideration) is
recognised, i.e. when the grant becomes

receivable.

Decrease in deferred revenue 3627319 3627319 2 579 960
Increase in non-exchange revenue 1047 359 821 463
Increase in opening reserves 3627319 2 579960 1758 497
Effect on reserves - accumulated surplus 3 627 319 3 627 319 2579 960

29.3 Standard of GRAP on Financial Instruments (GRAP 104)

WTE applied discounting based on the prime
interest rate applicable at banks to all classes of
revenue relating to trade receivables. As a result
of the adoption of GRAP 104, the entity now
discounts receivables at initial recognition using
the effective interest rate applicable to debt
owing to the State and applies discounting only
to accounts where extended payment terms are
provided or other factors indicate that the initial
recognition of the receivable is not at fair value.

The effect of the adoption of GRAP 104

Decrease in receivalbes from  exchange

transactions (3 620) (3 266) (3272)
(Decrease) in exchange revenue (353) 6 (3272)
(Decrease) in opening reserves (3 266) (3272) -

Effect on reserves (3 620) (3 266) 3272)




29.4 Pumping cost reserve

Included in the tariff for water services relating
to the Vaal Catchment area is an additional
charge for pumping cost. This additional charge
is to provide for increases in the cost of pumping
in cases of severe drought. Previously, the
WTE recognised the surplus on pumping cost
in provisions. However, this treatment is not
allowed by Standards of GRAP and the error
has been corrected. To ensure that the financial
statements still reflect the surplus/deficit in
pumping cost adequately, the WTE has adopted
a policy of classifying the funds available for
pumping cost as a separate reserve within net
assets. The reserve will increase with the amount
recovered from water users and decrease with
the expenses incurred.

Increase in pumping cost reserve
Opening balance

Transfer between reserves

(Decrease) in opening accumulated surplus
Transfer between reserves
Effect on accumulated surplus

Effect on net assets

2012 2011 2010
R’000 R’000 R’000

286 557 236 252 -
(14 038) 50 305 236 252
272 519 286 557 236 252
(286 557) (236 252) -
14 038 (50 305) (236 252)
(272 519) (286 557) (236 252)
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29.5 Presentation of Financial Statement (GRAP 1)

2012 2011 2010

R’000 R’000 R’000

In order to comply with the presentation
equirements of GRAP 1, certain items has been
reclassified. These reclassifications did not
impact reserves.

Decrease in other income (1934 449) (758 269) (333 294)
Increase in revenue from non-exchange transactions 1934 449 758 269 333 294
Increase in impairment of financial assets (173 182) (901 727) (712 147)
Decrease in operating expenses 173 182 901 727 712 147
Decrease in trade and other receivables (5201) (44 230) (82 183)
Increase in payables from exchange transactions 5201 44230 82 183
Decrease in trade and other payables 24 781 22 662 19612
Decrease in provisions 131 540 94 062 73 582
Increase in employee benefits (156 321) (116 724) (93 194)

Effect on reserves 5 - -




30 PRIOR YEAR ERRORS

Material errors relating to prior years were adjusted and the prior year financial
statements have been restated to this effect. The impact of these errors are
summarised below and the details are shown below:

Increase/(Decrease) in assets 24 247 173
(Increase)/Decrease in liabilities (29 056 994)
(Increase)/(Decrease) in net assets (4 809 821)

Represented by:

Increase/(decrease) in accumulated surplus:

Increase in revenue 2422 435
Decrease in expenses (3 032 642)
Effect on surplus/deficit (610 207)
Effect on opening reserves (4 199 614)

(4 809 821)
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30.1 Incorrect accounting of TCTA arrangements

The WTE incorrectly accounted for the TCTA arrangement in the past. The TCTA
was treated as the principal in a principal/agency relationship. Income and
expenses relating to the TCTA contracts were off-set against each other in the past
and a net liability/asset has been disclosed. The arrangements were to be recorded
in accordance with GRAP 11, Construction Contracts. The effect of this is that the
WTE understated revenue and assets constructed in the past as well as the liability
relating to the amounts owed in respect of the TCTA. The error had the following

impact:

Increase in property, plant and equipment 7 323 463
Cost 7 742 679
Accumulated deprecation (419 216)

Increase in intangible assets 15 844 203

Increase in receivables from exchange transactions (prepayment) 4043

Decrease in payables from exchange transactions - trade creditors 11 407

Increase in payables from exchange transactions - TCTA accruals (225 564)

Increase in financial liability: TCTA (current) (3339 663)

Increase in financial liability: TCTA (non-current) (26 441 224)

(6 823 334)

Effect on reserves

Increase in revenue from exchange transactions 2 410 450

Increase in depreciation (110 174)

Increase in finance charges (1575 220)

Increase in operating expenses (976 028)

Decrease in opening accumulated surplus (6572 362)

(6 823 334)




30.2 Property, plant and equipment not recognised in prior period

In the current year, assets have been identified that were not previously recognised
and certain constructed assets have not been transferred to completed assets. The
effect of this was as follows:

Increase in property, plant and equipment - infrastructure assets 206 335
Cost 339792
Accumulated depreciation (133 457)

Decrease on assets under construction (80 773)

125 562

Increase in depreciation - infrastructure assets (20 129)

Increase in opening retained earnings 145 691

125 562
30.3 Impairment corrections

During the impairment assessment in the prior year, certain information that was
available, has been omitted in calculating the impairment loss. The effect of this in
the prior year amounts to:

Decrease in property, plant and equipment due to an increase in accumulated
depreciation and impairment an increase in accumulated depreciation and (320 192)
impairment

Effect on reserves

Increase in impairment - dams (320 192)
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30.4 Servitudes

2011

R’000

Previously, the WTE recognised servitudes separately as Intangible Assets. As the
cost forms part of the infrastructure, the cost is now included in property, plant
and equipment in accordance with the Standard of GRAP on Property, Plant and
Equipment, GRAP 17.

Decrease in intangible assets (767 029)

Increase in infrastructure assets 767 029

Previously, the WTE recognised servitudes separately as Intangible Assets. The
WTE realised that it would be better disclosure to include servitudes acquired as a
separate component of the asset to which it relates as it cannot be sold separately,
but rather forms part of the cost of the overall infrastructure in accordance with the
Standard of GRAP on Property, Plant and Equipment, GRAP 17.



30.5 Change in depreciation method and review of useful live

The WTE did not review the useful life of movable assets on an annual basis as
required by the Standard of GRAP on Property, Plantand Equipment and the Standard
of GRAP on Intangible Assets . The review was only performed in the current year.
Furthermore, the WTE change the method of depreciation for equipment as the
straight line method was inappropriate and did not reflect accurately the way of
use of the assets. As a result, the accumulated depreciation written-off in the past
was overstated. This also impacted the depreciation charge to assets constructed.

Increase in property, plant and equipment due to a decrease in accumulated
depreciation

Increase in intangible assets due to a decrease in accumulated amortisation

Effect on reserves
Decrease in depreciation, amortisation and impairment

Increase in opening accumulated surplus

106 092

23 800

129 892

22 657

107 235

129 892
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30.6 Finance lease obligations incorrectly recognised

The WTE recognised the finance lease obligations and assets incorrectly in the prior
year. Some assets were recognised at amounts including VAT and others were not
recognised as finance leases.

Decrease in property, plant and equipment - leased equipment (176)
Decrease in lease obligation 2118
Increase in VAT obligation (410)

1532

Effect on reserves

Decrease in depreciation, amortisation and impairment 608
Decrease in finance cost 221
Increase in opening accumulated surplus 704

1532




30.7 Incorrect capitalisation of expenditure

The WTE capitalised internally generated profit to self constructed assets to
an amount of R9 million. Prior year operating expenses included and capital
expenditure of R41,9 million that were not capitalised to assets and operating
expenditure of R4,8 million were incorrectly capitalised. The net effect of this error
amounts to:

Increase in property, plant and equipment 32 667
Decrease in property, plant and equipment (4 837)
27 830

Increase/(Decrease) in accumulated surplus

Decrease in expenditure 27 830

30.8 Reclassification of amounts relating to property, plant and equipment and
intangible assets

The WTE capitalised internally generated profit to self constructed assets to
an amount of R9 million. Prior year operating expenses included and capital
expenditure of R41,9 million that were not capitalised to assets and operating
expenditure of R4,8 million were incorrectly capitalised. The net effect of this error
amounts to:

Increase/(decrease) in accumulated surplus:

Decrease in cost of property, plant and equipment (50 166)
Decrease in accumulated depreciation on property, plant and equipment 50 166
Increase in cost of intangible assets 1378

Increase in accumulated depreciation on intangible assets (1378)




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

30.9 Incomplete inventory

The WTE did not recognise inventory on construction sites in prior years. This also
affected the amounts capitalised for assets under construction.

Increase in Inventory 151 429
Inventory capitalised to assets under construction (74 767)
76 662

Effect on reserves

Increase in operating expenditure (19 339)
Increase in opening accumulated surplus 96 001
76 662

30.10  Employee benefit obligations incorrectly stated

The opening balance of leave provision in 2011 was overstated by R41,2 million,
whilst the carrying amount was understated by R4,8 million, resulting in an
understating of expenses in the prior year and an overstating of opening reserves.
The performance bonus was understated in 2010 by R6,5 million and by R1,5 m
in 2011. The service bonus obligation was previously included in other accruals
and was also understated in the prior year. These errors were mainly due to the
incomplete information used to calculate the obligations. The effects on the
employee benefits and reserves are as follows:

Increase in employee benefit obligations (30 488)
Leave benefit obligation (6237)
Performance obligation (1 589)
Service bonus obligation (22 662)

Decrease in payables from exchange transactions 17 585

(12 903)

Increase/(decrease) in accumulated surplus
Increase in expenditure (35272)

Opening retained earnings understated 22 369

(12 903)




3.11 Rehabilitation provision

The WTE did not make provision for rehabilitation of dams in prior years. The
Standard of GRAP on Property, Plant and Equipment requires the cost to be
included in the cost of the asset at initial recognition

Increase in property, plant and equipment - infrastructure cost

Increase in liabilities

30.12  Provisions incorrectly recognised

Pumping cost provision and some other provisions did not meet the requirements
for the recognition of provisions of provisions.

Decrease in provisions

Decrease in accumulated surplus
Increase in revenue

Increase in operating expenditure

Increase in opening accumulated reserves

30.13  Creditors overstated in the prior year

Payables were overstated in the prior year due to a calculation error in the prior
years opening retained earnings.

Decrease in payables from exchange transactions

Increase/(decrease) in accumulated surplus

Increase in opening retained earnings

1270093
(1270 093)

335115

97 707
(18 844)

256 252

335115

78 346

78 346




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

30.14 Correction of accruals and creditors raised in error

Accruals relating to the acquisition of goods and services were incorrectly
recognised in the prior year, resulting in an overstatement of payables and
understating of expenses.

Decrease in payables from exhange transactions 648 821
(Increase) in VAT payable (25 338)
623 483

Increase/(decrease) in accumulated surplus:

Decrease in employee benefits costs 6753
Decrease in operating expenditure 479 804
Increase in opening accumulated reserves 160 743

640 547

30.15  Unallocated deposits incorrectly classified

Unallocated deposits was incorrectly classified in the previous year. Amounts have
been netted off against receivables and cash and cash equivalents.

Increase/(decrease) in accumulated surplus

Increase in cash and cash equivalents 11 568
Increase in receivables from exchange transactions 44 724
(Increase) in payables from exchange transactions (56 292)
Unclaimed deposits (56 283)

Housing guarantees 9)




30.16  SANDVETsalaries included in own expenses

Prior year salaries included salary claims that should have been showed as a
recoverable claim.

Receivables from exchange transactions understated

Increase/(decrease) in accumulated surplus

Increase in opening accumulated reserves

30.17 VAT corrections

During the reconciliation of the VAT account, we have discovered that VAT was
incorrectly raised against transactions where VAT was either not due or payable.

Decrease in VAT payables due to incorrect VAT raised in the prior year
Decrease in receivables - sales block provision
Decrease/(increase) in lease obligation

Effect on reserves

30.18  Amounts in payroll clearing account

Due to an error in the run on the payroll clearing account in 2006, expenses was
understated and the clearing account included in payables were also understated.

Payables from exchange transactions understated

Increase/(decrease) in accumulated surplus

Decrease in opening retained earnings

11473

11473

11 862
(11 798)

(63)

(20 933)

(20933)




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

30.19 Water Research Commission balance

The WTE did not account correctly for the agency relationship with the Water
Research Commission. The outstanding amounts from Water Research Commission
was not considered in calculating the amount owed or receivable and commission
was not accrued for prior years.

Decrease in trade receivables (243 728)
Decrease in payable to Water Reasearch Commission 3246
Increase in receivables from Water Research Commission 197 131

(43 351)

Increase/(decrease) in accumulated surplus

Increase in revenue from commission earned 1120
Decrease in opening retained earnings (44 471)

43 351)
30.20  Incorrect allocation of debtors receipts to sundry revenue

In 2008/09, amounts received from debtors were incorrectly recognised as revenue

Decrease in trade receivables (1 400)

Decrease in opening retained earnings (1 400)




30.21 Provisions raised against debtors without supporting documents

In the prior year, the WTE made provision for errors against receivables without
the required source documents. Receivables were written off without adequate
authorisation. At the same time, debt were raised without the required source
documents.

Increase in receivables

Decrease in receivables

122 310
(9 766)

Decrease in impairment of trade receivables
Increase in revenue fron exchange transactions

Increase in opeining retained earnings

115197
53 381
(56 033)

112 545

30.22  Debtor incorrectly stated

The WTE identified a debtor that was incorrectly billed in the prior period and
corrected the balance in the current period.

Decrease in trade receivables

Decrease in VAT liability

(85 686)
10523

(75 163)

Effect on reserves

Decrease in revenue

(75 163)

30.23 Recognition of construction cost

The WTE did not recognise construction cost incurred seperately in accordance
with the Standard of GRAP on Construction Cost.

Increase in operating expenditure - construction cost

Decrease in employee benefit cost

Decrease in depreciation

(175 441)

164 503
10938




3.3.9: NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

30.24  Retention payables not recognised previously

The WTE did not recognise retention amounts due as a payable in prior year
financial statements. (3 350)

Increase in payables from exchange transactions

Increase in operating expenditure (3 350)

30.25  Bank and petty cash control accounts not recorded timeously

The WTE did not record cash book and petty cash control transactions timeously,
resulting in the following errors:

Overstating of cash and cash equivalents (178 884)
Payables from exchange transactions 178 777
(107)

Effect on reserves

Increase in expenses (107)

(107)

30.26  Other prior year error notes

Effect on assets (252 027)
Effect on liabilities 551 869
299 842

Effect on reserves
Decrease in exchange revenue (65 061)

Increase in expenses 584 401
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4.2: HR OVERSIGHT

1 APRIL 2010 TO 31 MARCH 2011

4.2 HR OVERSIGHT: 1 APRIL 2010 TO 31 MARCH 2011

TABLE 1.1 Main Service for Service Delivery Improvement and Standards

. Actual
. . Potential Standard of .
Main Services Actual Customers . Achievement
Customers Service .
against Standards
XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX

TABLE 1.2 Consultation Arrangements for Customers

Type of Arrangement Actual Customer Potential Customer Actual Achievements
XXX XXX XXX XXX

XXX XXX XXX XXX

TABLE 1.3 Service Delivery Access Strategy

Access Strategy Actual Achievements

XXX XXX

XXX XXX

TABLE 1.4 Service Information Tool

Type of Information Tool Actual Achievements

XXX XXX

XXX XXX

TABLE 1.5 Complaint Mechanism

Complaint Mechanism Actual Achievements

XXX XXX

XXX XXX
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PART 5: OTHER INFORMATION

5.1 LIST OF ACRONYMS

ACIP Accelerated Community Infrastructure Programme
AGSA Auditor-General of South Africa

AMCOW African Ministers’ Council on Water

AMD Acid Mine Drainage

APP Annual Performance Plan

ASB Accounting Standards Board

AU African Union

BBBEE Broad Based Black Economic Empowerment

BDS Bulk Distribution System

BEC Bid Evaluation Committee

BP Business Plan

BPRC Business Process Re-engineering Committee

BWP Berg Water Project

BWS Bulk Water Supply

BWSS Bulk Water Supply Scheme

CAPEX Capital Expenditure

CD Chief Director

CDP Councillor Development Programme

CFO Chief Financial Officer

CIPRO Companies and Intellectual Property Registration Office
CMAs Catchment Management Agencies

CMP Consumer Management Programme

CMS Catchment Management Strategy

COGTA Department of Cooperative Governance and Traditional Affairs
COO Chief Operations Officer

D Director

DBAC Departmental Bid Adjudication Committee

DBSA Development Bank of Southern Africa



OTHER INFORMATION

DCoG Department of Cooperative Governance

DG Director-General

DM District Municipality

DRC Democratic Republic of Congo

DSRP Dam Safety Rehabilitation Programme

DWA Department of Water Affairs

DWQ Drinking Water Quality

EC Eastern Cape

EIA Environmental Impact Assessment

ELGOSA Enhanced Local Government Support Approach

ENE Estimates of National Expenditure

eWQMS Electronic Water Quality Management System

FBW Free basic water

FIFA Federation International de Football Association

FMPPI Framework for Managing Programme Performance Information
FS Free State

GAAP Generally Accepted Accounting Principles

GCIS Government Communication Information System
GIMSA Ground Water Management Institute of Southern Africa
GLeWAP Groot Letaba River Water Development Project

GP Gauteng

GRAP Generally Recognised Accounting Practices

GTs Graduate Trainees

GWCA Government Water Control Area

GWS Government Water Scheme

H/O Head Office

HDIs Historically Disadvantaged Individuals

HIV / AIDS Human Immunodeficiency Virus / Acquired Immunodeficiency Syndrome
IBSA India-Brazil-South Africa dialogue forum

ICT Information and Communication Technology



OTHER INFORMATION

IDP Integrated development plan

IFRS International Financial Reporting Standard Ads
IMC Inter-Ministerial Committee

IRR Institutional Realignment and Reform

IT Information Technology

IWC International Water Cooperation

IWRP Integrated Water Resource Planning

JICA Japanese International Cooperation Agency
KOBWA Komati Basin Water Authority

KWASAP Komati Water Scheme Augmentation Project
KZN KwaZulu-Natal

LGSETA Local Government Sector Education and Training Authority
LGTS Local Government Turn-around Strategy
LHDA Lesotho Highlands Development Authority
LHWC Lesotho Highlands Water Commission

LHWP Lesotho Highlands Water Project

LM Local Municipality

LP Limpopo

M & E Monitoring and Evaluation

Mm? Million cubic metres

m? Cubic metres

MEA Main Exchequer Account

MIG Municipal Infrastructure Grant

MLIT Japanese Ministry of Land, Infrastructure, Transport and Tourism
MMTS Mooi-Mngeni Transfer Scheme

MoU Memorandum of Understanding

MP Mpumalanga

MTEF Medium Term Expenditure Framework

MTSF Medium Term Strategic Framework

NAEHMP National Aquatic Ecosystem Health Monitoring Programme



NC
NEPAD
NGOs
NGPF
NLA
NW
NWA
NWAC
NWRI
NWRS
O &M
OHS
ORASECOM
ORWRDP
OSD

P &R
PALAMA
PCRD
PFMA
PGDS
PMDS
PMU
PoA
PPPs
PSP

PTO
RBAC
RBIG
RHP
RMPs

Northern Cape

New Partnership for Africa’s Development
Nongovernmental Organisations

New Growth Path Framework

National Laboratory Association

North West

National Water Act

National Water Advisory Council

National Water Resources Infrastructure
National Water Resources Strategy

Operations and Maintenance

Occupational Health and Safety

Orange-Senqu River Commission

Olifants River Water Resources Development Project
Occupation Specific Dispensation

Policy and Regulation

Public Administration Leadership Management Academy
Post Conflict Reconstruction and Development
Public Finance Management Act

Provincial Growth and Development Strategy
Performance Management Development System
Project Management Unit

Plan of Action

Public Private Partnerships

Professional Service Providers

Permission to Occupy

Regional Bid Adjudication Committee

Regional Bulk Infrastructure Programme

River Health Programme

Resource Management Plans




OTHER INFORMATION

ROA
RPF
RPMS
RQOs
RRU
RSA
RWH
SADC
SAICE
SALGA
SANAS
SARS
sC

SCM
SCOA
SCOPA
SMMEs
sp

SPV
SWPN
TCC
TCTA
UIF

UK

UN
UNCSD
UNFCCC
VAT
VRESAP
WAR

Return on Assets

Resource Poor Farmers

Regulatory Performance Management System
Resource quality objectives

Rapid Response Unit

Republic of South Africa

Rainwater Harvesting

Southern African Development Community

South African Institute of Civil Engineers

South African Local Government Association

South African National Accreditation Service

South African Revenue Service

Shareholder’s Compact

Supply Chain Management

Standard Charts of Accounts

Standing Committee on Public Accounts

Small Medium Micro Enterprises

Strategic Plan

Special Purpose Vehicle

Strategic Water Partners Network

Technical Coordinating committee

Trans-Caledon Tunnel Authority

Unemployment Insurance Fund

United Kingdom

United Nations

United Nations Commission on Sustainable Development
United Nations framework Convention on Climate Change
Value Added Tax

Vaal River Eastern Subsystem Augmentation Project

Water Allocation Reform



WARMS Water Registration Management System
WB Water Board

wWC Western Cape

WC/DM Water Conservation and Demand Management
WDCS Waste Discharge Charge System

WEF World Economic Forum

WFGD Water for Growth and Development
WIW Working for Water

WHO World Health Organisation

WMA Water Management Area

WMI Water Management Institutions

WoF Working on Fire

WQRS Water Quality Regulation System

WRA Water Research Act

WRC Water Research Commission

WRIM Water Resource Information Management
WSA Water Services Authority

WSDP Water Services Development Plan

WSNIS Water System National Information System
WSPs Water Service Providers

WTE Water Trading Entity

WTW Water Treatment Works

WUAs Water User Associations

WULAs Water Use License Applications

WWEF World Water Forum

WWQS Waste Water Quality System

WWTWs Wastewater Treatment Works



OTHER INFORMATION

5.2 Contact details: Department of Water Affairs

| secion ] Name | Contactdeuils
Office of the Director-General Mr Maxwell Sirenya Tel: 012 336 6696
Chief Operations Officer Mr Trevor Balzer Tel: 012 336 8744
Chief Financial Officer Ms Nthabiseng Fundakubi Tel: 012 336 7219

Chief Director: Communications Mr Mava Scott Tel: 012 336 8264







