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Water Services Operating and Transfer Subsidy (via augmentation to the Water Trading Account)  
Transferring department • Water Affairs and Forestry (Vote 34) 
Purpose • To augment the Water Trading Account of the Department of Water Affairs and Forestry  (DWAF) to 

subsidise water schemes owned and/or operated by the department or by other agencies on behalf of the 
department 

Measurable outputs • This grant is used to fund over 300 water schemes involving 8094 staff. Both the schemes and their staff are 
to be transferred to 53 municipalities. The key measurable output is on the speed and success of effecting 
such transfers to municipalities. 

• Operating outputs:  
o Operation of water services schemes and improved revenue collection 
o Support to complete Water Services Development Plans linked to municipal operating budgets and IDP’s  
o All transfer agreements signed and formalised by 31 March 2006 
o Successful transfer of all appropriate staff, budgets and schemes to municipalities by 31 March 2007 

• Transfer outputs: 
o Schemes refurbished to standards outlined in terms of the agreed policy framework 
o Sustainability assessments completed per scheme or group of schemes to be transferred 
o Water Services Authority/Provider has developed sufficient capacity in line with funding requirements 
o Cost recovery plan in place to support the sustainability of schemes 

Conditions • The operating and transfer subsidy is a grant in kind until the effective date of transfer. The operating subsidy 
(grant in kind) will cover staff related costs (HR component), the direct operating and maintenance costs (O 
component), the refurbishment costs and will facilitate the transfer of schemes 

• All receiving municipalities and providers will be required to conclude formal transfer agreements where the 
latest effective date of transfer is 31 March 2006. 

• The necessary capacity must be in place in the receiving institution for the implementation of the conditional 
grant (see letter from NT dated 23/11/2004). 

•  2005/06 – Where transfer agreements are in place by 31 March 2006, schemes transferred during the year 
will be transferred with the remaining 2 year O component and 3 year HR Component of the budget 

• 2005/06 and 2006/07 – All transfer agreements concluded. Receiving institutions continue to receive the O 
component for 1 year and HR Component for 2 years 

• 2007/08 – All transfer agreements concluded. Receiving institutions receive 70% of the O component and 
100% of the HR component. 

• 2008/09 – Onwards, incorporation into the local government equitable share  
Allocation criteria • Basic allocation per Water Services Authority in accordance with the operational requirements identified and 

agreed to in transfer agreements 
Reason not incorporated in 
equitable share 

• To facilitate the transfer of schemes to Water Service Authorities/Providers, following which funds will be 
incorporated into the local government equitable share 

Monitoring system • A comprehensive Information and monitoring and evaluation system has been developed and is being 
implemented. 

2004/05 audited financial outcome 
• There were no specific comments on the Water Services Operating and transfer Subsidy with regards to the 

2004/05 financial year. 

Past Performance 

2004/05 service delivery performance  
• Progress can be summarised as follows: 39 agreements signed, 659 staff transferred, and 92 schemes with a 

total asset value of approximating R2115 million transferred. The department has conducted a joint study 
with dplg outlining the process of transferring over 300 water schemes with their staff to 53 municipalities 

Projected life • The transfer of assets and staff to be completed in 2006. DWAF to continue to monitor implementation of 
conditional grants to the end of 2011/12 

MTEF allocation • Direct transfer to municipalities: 
o R500 million for 2006/07, R550 million for 2007/08 and R600 million for 2008/09 financial years 

• Indirect transfers: 
o R491 million for 2006/07, R490 million for 2007/08 and R531 million for 2008/09 financial years 

• Allocations to be reclassified in the Adjustment Budget upon conclusion of transfer agreements 
Payment schedule • The payments will be made on a quarterly basis as agreed to in the transfer agreement for each specific 

scheme/municipality 
Responsibilities by national 
department 

• Detailed information on the allocation formula and data used, and on monitoring system, to be submitted with 
SCOF in NCOP during the Division of Revenue hearings or as agreed 

• Submission of quarterly performance (i.e outputs) reports with a quarter lag to SCOF in NCOP 
Process for approval of 
2007 MTEF allocations 

• All transfer agreements signed and formalised by 31 March 2006 
• The distribution mechanism/ criteria to be finalised by 31 October 2006 
• Final allocations to be submitted to the National Treasury by 15 January 2007 




