ANNUAL REPORT

2015/16

WATER IS LIFE - SANITATION IS DIGNITY

Ry o
g water & sanitation

Dapariment:
Wiater and Sanitation
REPUBLIC OF SOUTH AFRICA




CONTENTS

N CONTENTS

PART A: GENERAL INFORMATION ....... ... e 3
1 DEPARTMENT GENERAL INFORMATION . ... ... 6
2 LIST OF ABBREVIATIONS/ACRONYMS . ... ... ... 6
3 FOREWORD BY THE MINISTER .. ... ... .. i 9
4 DEPUTY MINISTER STATEMENT . ... ... e 13
5 REPORT OF THE ACCOUNTING OFFICER . ........... ... ... ..... 15
6 STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY

FOR THE ANNUAL REPORT .. ... e 28
7 STRATEGIC OVERVIEW . .. .. e 29
7.1 ViSION 29
7.2 MiSSION . . o 29
7.3 Values .. 29
7.4 Strategic outcome oriented goals . ........... ... ... . ... 29
8 LEGISLATIVE AND OTHER MANDATES . ...... .. .. ... ... 32
9 ORGANISATIONAL STRUCTURE .. ... . e 33
10 ENTITIES REPORTING TO THE MINISTER . ...... ... ... ... ....... 34

PART B: PERFORMANCE INFORMATION ........ ... . . 36
1 AUDITOR-GENERAL'S REPORT: PREDETERMINED OBJECTIVES ...... 38
2 OVERVIEW OF DEPARTMENTAL PERFORMANCE .. ................. 38

2.1 Service Delivery Environment .......... ... ... ... .. ... . .... 38
2.2 Service Delivery ImprovementPlan . ......................... 40
2.3 Organisational environment . ................. .. ... ........ 41
24 Key policy developments and legislative changes ............... 42
3 STRATEGIC OUTCOME ORIENTED GOALS . ... ... ..., 43
4 PERFORMANCE INFORMATION OF MAIN ACCOUNT PROGRAMMES ... 44
4.1 Programme 1: Administration . ......... .. ... ... ... .. ... .. ... 44
4.2 Programme 2: Water Planning and Information Management . .. ... 56

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation -



4.3 Programme 3: Water Infrastructure Development . .............. 65

4.4 Programme 4: Water and Sanitation Services .................. 79
4.5 Programme 5: Water Sector Regulation ....................... 84
5 PERFORMANCE INFORMATION OF WATER TRADING ENTITY 96
PROGRAMMES . .. . e
5.1 Financial Management . ............... . ... . . . . . . . . 96
5.2 Proto-Catchment Management Agencies ..................... 96
6 TRANSFER PAYMENTS . ... e 100
6.1 Transfer payments to public entities .. ........................ 100
6.2 Transfer payments to all organisations other than public entities . . . . 101
7 CONDITIONAL GRANTS . .. e 102
71 Conditional grants and earmarked funds paid . . ................. 102
7.2 Conditional grants and earmarked funds received . ... ........... 107
8 DONOR FUNDS ... . e e 107
9 CAPITAL INVESTMENT . .. oo e 108
9.1 Capital investment, maintenance and asset management plan .. ... 108
1 INTRODUCTION . ... e e 110
2 RISK MANAGEMENT . . ... e 110
3 FRAUD AND CORRUPTION . ... .. e 110
4 MINIMISING CONFLICTOF INTEREST . ... ... .o 111
5 CODE OF CONDUCT . . oot e e e 111
6 HEALTH SAFETY AND ENVIRONMENTALISSUES .. .................. 111
7 PORTFOLIO COMMITTEES . . . ... e 112
8 SCOPA RESOLUTIONS . . ..o e 120
9 PRIOR MODIFICATIONS TOAUDITREPORTS .. .. ... .o 120
10 INTERNAL CONTROL UNIT . ..o s 126
11 INTERNAL AUDIT AND AUDIT COMMITTEES . ........... .. . ... ... 126
111 Internal audit . . . ... ... .. 126
11.2  AuditCommittee .......... .. . 127
12 AUDIT COMMITTEE REPORT . ... . e 132

n Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



CONTENTS

PART D: HUMAN RESOURCE MANAGEMENT ................. 133
1 INTRODUCTION . . .o e e e 134
2 OVERVIEW OF HUMAN RESOURCES ........ ... 134
3 HUMAN RESOURCES OVERSIGHT STATISTICS .................... 135
3.1 Personnel related expenditure . ............. ... ... ... .. ..... 135
3.2 Employmentand vacancies ................. ... ... .. . . . ..., 138
3.3 Filingof SMS posts ........... . ... 143
3.4 Jobevaluation ....... ... .. 145
3.5 Employee changes ........ ... . . . . . 146
3.6 Employee equity . ... ... . ... 156
3.7 Signing of performance agreements by SMS members ........... 166
3.8 Performancerewards ........... .. ... i 167
3.9 Foreignworkers . .. ... ... 171
3.10 Leave utilisation . . ... . .. 172
3.1 HIV/AIDS and health promotion programmes ... ................ 174
3.12 Labourrelations . . ... 176
3.13 Skills development . . ... ... L 178
3.14 Injuryonduty . ... 179
3.15 Utilisation of consultants . . . ... ... .. 180
3.16 SeveranCe packagesS . . .. ...t 184

PART D: HUMAN RESOURCE MANAGEMENT WATER TRADING

ENTITY . e 185
HR Oversight - August 2015-March 2016 - Water Trading Entity . . .. ... .. .. 186
PART E: FINANCIAL INFORMATION. . ... 189

VOTE 36 ANNUAL FINANCIAL STATEMENTS
1 REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL STATEMENTS

FOR THE DEPARTMENT OF WATER AND SANITATION (VOTE 36) . ... .. 190
2 REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON

VOTE NO 36: DEPARTMENT OF WATER AND SANITATION . ........... 194
3 ANNUAL FINANCIAL STATEMENTS OF VOTE 36 FOR THE YEAR ENDED

BTMARCH 2016 . . . oo 201

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



1 REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL STATEMENTS

FOR THE WATER TRADING ENTITY . . .. ..o 344
2 REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE WATER
TRADING ENTITY .o e e 348
3 ANNUAL FINANCIAL STATEMENTS OF WATER TRADING ENTITY ... ... 355
Figure 1: Operating deficit for the 2015/16 financialyear . . . .............. 23
Figure 2: Revenue analysis for the 2015/16 financialyear . ... ............ 23
Figure 3: Total operating expenditure for the 2015/16 financial year . ... .. .. 24
Table 1: Main servicesand standards . . ... ... ... . ... . . . i 40
Table 2: Batho Pele arrangements with beneficiaries . . ....................... 41
Table 3: Service delivery informationtool . ............ ... ... ... ... ... ...... 41
Table 4: Complaints mechanism . ............ .. .. ... . . .. . . . . 41
Table 5: Bucket Eradication Programme Grant (Schedule 6B) .. ................ 102
Table 6: Municipal Water Infrastructure Grant (Schedule 5B) . . ................. 103
Table 7: Municipal Water Infrastructure Grant (Schedule 6B) . . ................. 104
Table 8: Regional Bulk Infrastructure Grant (Schedule6B) . .................... 105
Table 9: Rural Household Infrastructure Grant (Schedule 5B) . ... ............... 106
Table 10: Rural Household Infrastructure Grant (Schedule6B) ... ............... 106
Table 11: Water Services Operating Subsidy Grant (Schedule 5B) . .............. 107

n Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation






PART A | GENERAL INFORMATION

1 DEPARTMENT GENERAL
INFORMATION

PHYSICAL ADDRESS

185 Francis Baard Street
Pretoria
0001

POSTAL ADDRESS

Private Bag X313
Pretoria
0001

TELEPHONE NUMBER

(012) 336 7500

FAX NUMBER(S)

012 323 4470 or 012 326 2715

EMAIL ADDRESS

Centralp@dws.gov.za

WEBSITE ADDRESS

www.dws.gov.za

7) LIST OF ABBREVIATIONS/
ACRONYMS

Abbreviation / Acronym | Description

ACIP Accelerated Community Infrastructure Programme
AIDS Acquired Immune Deficiency Syndrome

AMD Acid Mine Drainage

AMP Asset Management Plan

APP Approved Professional Person

BBBEE Broad-Based Black Economic Empowerment
BEP Bucket Eradication Programme

CFO Chief Financial Officer

CMA Catchment Management Agency

COGTA Cooperative Governance and Traditional Affairs
CRM Customer Relations Management

DDG Deputy Director-General

DEA Department Environmental Affairs

DG Director-General

DIRCO Department of International Relations and Cooperation
DM Deputy Minister

DRC Democratic Republic of the Congo

DWS Department of Water and Sanitation

EC Eastern Cape

EIA Environmental Impact Assessment

ELU Existing Lawful Use
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Abbreviation / Acronym

| Description

EMP Environmental Management Plan

ESD Education for Sustainable Development

EU European Union

FEE Foundation for Environmental Education

FS Free State

GAAP Generally Accepted Accounting Principles
GP Gauteng Province

GRAP Generally Recognised Accounting Practice
GT Graduate Trainee

Ha Hectare

HCT HIV Counselling and Testing

HDI Historically Disadvantaged Individual

HIV Human Immunodeficiency Virus

HoA Homeowners Allowance

1A Implementing Agent

IWQMP Integrated Water Quality Management Plan
IWQMS Integrated Water Quality Management Strategy
KOBWA Komati Basin Water Authority

KZN KwaZulu-Natal

LM Local Municipality

LP Limpopo

Mi Mega litres

MOU Memorandum of Understanding

MP Mpumalanga

MPAT Management Performance Assessment Tool
MW Megawatt

NAP National Action Plan

NC Northern Cape

NCOP National Council of Provinces

NEPAD New Partnership for Africa’s Development
NIWIS National Integrated Water Information System
NT National Treasury

NW North West

NWRS National Water Resource Strategy

OHS Occupational Health and Safety

OHSAS Occupational Health and Safety Management System
ORWRDP Olifants River Water Resource Development Project
PAT Performance Assessment Tool

PCWS Portfolio Committee on Water and Sanitation
PFMA Public Finance Management Act
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POE Portfolio of Evidence

PMDS Performance Management and Development System
PMU Programme Management Unit

PPE Personal Protective Equipment

PPI Programme Performance Indicator

PPP Public Participation Programme

PSCBC Public Service Coordinating Bargaining Council
PSP Professional Service Provider

PWC Permanent Water Commission

RBIG Regional Bulk Infrastructure Grant

RHIP Rural Household Infrastructure Programme

RPF Resource Poor Farmer

RQO Resource Quality Objectives

RWH Rainwater Harvesting

SADC Southern African Development Community
SANRAL South African National Roads Agency Limited
SAP Strategic Action Programme

SCoA Standing Committee on Appropriations

SCOPA Standing Committee on Public Accounts

SCSS Select Committee on Social Services

SFRA Stream Flow Reduction Activities

SLA Service Level Agreement

SWPN Strategic Water Partnership Network

TCTA Trans Caledon Tunnel Authority

VRESAP Vaal River Eastern Sub-system Augmentation Project
WB Water Board

wcC Western Cape

WCWDM Water Conservation Water Demand Management
WEF World Economic Forum

WESSA Wildlife and Environment Society of South Africa
WFWP Women for Water Partnership

WMA Water Management Area

WRC Water Research Commission

WSA Water Service Authority

WTW Water Treatment Works

wucC Water Utilities Cooperation

WULA Water Use Licence Application

WWTW Wastewater Treatment Works
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FOREWORD BY THE MINISTER

Minister
Water and Sanitation
Mrs N P Mokonyane

The broad vision of the National Development Plan for Water Resources
and Services is that, by 2030, all South Africans will have affordable
access to sufficient safe water and hygienic sanitation to live healthy
and dignified lives. Therefore, in the year under review, the Department
of Water and Sanitation continued to put water provision and sanitation
services at the centre of government programmes as guided by the
National Development Plan and the second National Water Strategy.

Drought mitigation interventions

In the past year, the single most pressing challenge for the country and the Department
of Water and Sanitation has been the severe drought resulting from even less than
normal rainfall for most parts of South Africa. To mitigate the impact of water scarcity
resulting from the drought, government established the Inter-Ministerial Task Team on
Service Delivery. This team has worked tirelessly to ensure that there continued to be
reliable supply of water in all communities. The role of civil society organisations in
supporting this effort cannot be overemphasised.

To respond to the pressures brought about by water scarcity, the department
reprioritised an amount of R502 million. Over and above this, programmes funded by
grants such as RBIG, MWIG and ACIP, have been refocused to mitigate drought related
water shortages. The most significant emergency and short term mitigation measures
financed in 94 municipalities through the re-prioritisation process include:

» Emergency transfer schemes from systems which still have sufficient water;

» Therefurbishment of existing boreholes (either not working due to lack of maintenance
or vandalism);

» The drilling and equipping of new boreholes;

* Spring protection;

» Repairs to critical infrastructure (treatment plants);

» Augmentation of our river system with treated water from AMD;

» The provision and erection of 80.000 litres static tanks and carting of water by
motorized tankers;

» Water conservation measures;

* An extreme cases, rationing of water from municipal systems.
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Realising that South Africa is a water scarce country, the department is also putting in
place medium to long term interventions that are intended to reduce the risks for water
scarcity in the future. These include:

 Rain water harvesting (drinking water, water for livestock, water for irrigation);

* Integrating groundwater and surface water use in the future;

» Desalination at a large scale;

* Invest in innovative water saving solutions, such as the Drop the Block campaign;

* Incorporating all municipal and privately owned dams into the management system
or the future;

» Implementing further transfer schemes to improve drought resilience;

+ Building additional storage capacity;

* Rolling out large scale re-use of water (recycling of effluent, focus on coastal towns
where treated effluent is disposed of via sea outfalls and not taken into account in
return flows).

Cooperative governance

The department has continued working closely with both the Department of Cooperative
Governance and Traditional Affairs and the National Treasury to implement the Back
to Basics programme towards improving the capacity of municipalities. We have seen
the most positive impact of the Back to Basics programme in those municipalities
which were placed under Administration; including the Municipalities of Ngaka Modiri
Molema and Madibeng in North West; Makana in the Eastern Cape, uMkhanyakude
in KwaZulu-Natal as well as Bushbuckridge in Mpumalanga. The involvement of Water
Boards as Implementing Agents in these municipalities has seen significant progress
being made in getting service delivery back on track.

Progress on water and sanitation infrastructure

When the department’s Budget Vote was tabled in 2015, we indicated that our strategic
priorities included Water Resource Management; Water Infrastructure Development;
Water and Sanitation Services and the exercise of regulatory and policy responsibilities
to improve service delivery for our people. Progress made in relation to major projects
includes:

* Phase 2 of the Lesotho Highlands Water Project (LHWP-2) (which is required in
order to augment the Vaal River System through the transfer of additional volumes
of water from Lesotho. The water delivery component of the project will involve the
construction of a new dam (Polihali Dam), Polihali-Katse tunnel and associated
infrastructure);

» Building on the success of our immediate and short-term interventions to deal
with the problem of Acid Mine Drainage (AMD) in the Witwatersrand area (we are
implementing a more permanent solution to the challenge which will substantially
increase water supply to the Vaal River System);
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“it is not all
about flushing”

 The Vaal Gamagara project (which involves the development of additional
groundwater resources to supply the anticipated water demands in support of the
Northern Cape mining and other social requirements);

Plans for extending the distribution system of Clan William dam to cover areas
beyond Matzikama and Cederberg areas (which will thus make Clanwilliam dam a
catalyst for development in the West Coast Region and ensure that beneficiaries in
the land restitution process have access to water so that we redress imbalances of
the past).

» Other major projects that are in the pipeline or being implemented include the Lower
Thukela Regional Bulk Water and Pongolapoort Bulk Water Scheme in KwaZulu
Natal; Mogalakwena Bulk Water Supply in Limpopo; Namakwa Bulk Water Supply in
the Northern Cape; Hoxane Water Treatment Works and Lushushwane Bulk Water
Supply in Mpumalanga.

Efforts towards a complete eradication of bucket toilets in formal households have
seen significant progress, with only the Free State and Northern Cape projects still not
having been completed. However, the realities of water scarcity, the geographic spread
of communities in relation to services and the availability of supporting infrastructure
underscores the challenges of this project. In light of this, the department will continue
to advance the sanitation revolution that seeks to break the stereotype that full water
borne sanitation is the ultimate level of service and that other technologies are inferior.

The sanitation theme “It is not all about flushing” recognises that potable water is a
critical source and can no longer be used for flushing toilets. To give effect to some of
the revolutionary principles, the department has already started implementing a grey
water Recycling system in the Nketoana and Setsoto Local Municipalities of the Free
State Province.

Transformation

In pursuance of the transformation agenda, the department is moving towards finalising
the National Water and Sanitation Bill that will undergo parliamentary processes and
be published for public consultation during 2016. The objective of the Bill is to radically
transform the water and sanitation sector across the value chain and create an enabling
environment for the delivery of basic water and sanitation services to communities who
were historically disadvantaged, thus enhancing access, equity and sustainability.

We will also ensure that the establishment of the Water and Sanitation Infrastructure
Agency finds traction whilst we pursue the consolidation and rationalization of the Water
Boards to establish wall to wall Water Boards.

The Water Use Licence regulatory framework has been revised in accordance with
the integrated licence approach. In addition, the regulations for the metering of water
for irrigation purposes have been gazetted for public comments and will be finalised
during 2016.
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| wish to thank the Deputy Minister for her support in implementing the programmes
of the department in the year under review. The tireless efforts and contribution of the
Accounting Officer and the team are also appreciated.

The support and guidance of the Portfolio and Select Committees have also been
invaluable.

':lx F
Mrs N P Mokonyane
Minister of Water and Sanitation
Date: 31 July 2016
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DEPUTY MINISTER STATEMENT

Deputy Minister
Water and Sanitation
Mrs P Tshwete

In the financial year 2015/2016 South Africa witnessed the worst
hydrological drought conditions which affected different parts of the
nine provinces. Our structured and continued interaction with our
stakeholders enabled the department to mitigate the drought impacts
under the guidance of the National Water Resources Strategy, which
supports the transformation of the sector through protecting and
conserving this limited resource.

Our interventions included;

« water conservation and demand management;

» surface water resource management and eliminating illegal water connections;
* management and use of ground water resources;

+ eradication of invasive alien plants;

» building additional storage capacity and encouraging rain water harvesting through
provision of water tanks in communities;

» provision of static storage tanks at strategic locations, whilst also carting of water by
tankers to communities in distress;

» Investment in new technologies for managing water resource;.

A major challenge to planning and implementing the mitigation measures was that the
hydrological drought reduced the availability of water resources, thus creating a greater
demand for water.

Through joint efforts, government ensured the continued provision of water in areas that
were severely affected by the drought, especially in KwaZulu-Natal, Mpumalanga and
the Free State. All municipalities are now called upon to set aside eight percent of their
operational budgets for the maintenance of water and sanitation infrastructure.

Apart from the drought situation, South Africa has been losing water through leaks due
to the continued use of the ageing and dilapidated infrastructure and as a result the
country has been paying billions of rands a year for non-revenue water.

Guided by the President, the department launched the War on Leaks programme in
August 2015 to build the human resource capacity required to mitigate the water losses
and ensure provision of qualified plumbers and artisans. Currently, about 3000 trainees
are undergoing training, with a further admission of 7000 trainees which will form part of
the second phase of the project scheduled for August 2016. In 2017 a further intake of
5000 trainees will be recruited from all the nine provinces.

Though many graduates of the War on Leaks programme will be placed in the
municipalities with high water losses, the Department will encourage government
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Skills
development
programme

IS to support
infrastructure
rehabilitation and
the development of
maintenance plans

departments, the private sector and other organisations to absorb the new plumbers,
artisans and water agents.

Since 1994, this Department has consistently provided comprehensive bursaries to
deserving students to pursue studies in surveying, engineering, environment, science
and other water and sanitation related studies.

In addition, the Department awarded bursaries and MTN Foundation sponsored multi-
media classrooms to learners in rural districts across the provinces through its Annual
Youth Summit.

The Department has also provided interns and graduate trainees with opportunities
for experiential learning in our Learning Academy. The trainees are mentored and
further assisted to receive professional registration status to explore opportunities whilst
enabling them to meet industry standards.

The intention of the skills development programme is to support infrastructure
rehabilitation and the development of maintenance plans. The work done in the
2015/2016 financial year included bulk water and waste water infrastructure
development, augmentation of domestic and industrial water supply, upgrading of
boreholes and construction of bulk schemes, dam safety rehabilitation and raising of
dams walls.

Although the 2015/2016 financial year brought us so many challenges arising from the
severe drought conditions, working together with the water and sanitation sector partners
we were able to realise the goals we set for ourselves in our annual performance plans.

Mrs P Tshwete
Deputy Minister of Water and Sanitation
Date: 31 July 2016
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5 REPORT OF THE
ACCOUNTING OFFICER

Acting Director-General
Water and Sanitation
Mr S Mkhize

1.1 Overview of the operations of the department

During the period under review the Department of Water and Sanitation implemented
its strategic priorities that contributed to the realisation of government’'s outcomes.
Through the various programmes, the department continued its commitment to
effectively manage the nation’s water resources to ensure equitable and sustainable
socio-economic development and universal access to water and dignified sanitation.

The progress and achievements per budget programme for the year under review is
summarised below:

Eco-Schools programme Water Conservation Award

In an effort to encourage water literate citizenry and supporting Education For Sustainable
Development (ESD) the department established a Water Education Programme
that sought to integrate water education to the mainstream curriculum through extra
mural activities and curriculum aligned content for the classroom. In collaboration with
WESSA, the department has been implementing the Eco-Schools programme which is
an international programme of the Foundation for Environmental Education (FEE) that
was developed to support environmental learning in the classroom.

The programme is active in 58 countries seeks to create awareness and action
around environmental sustainability in schools and their surrounding communities.
In April 2016, this Department of Water and Sanitation/ WESSA Eco-Schools
collaborative effort received a Water Conservation Award at the 2015 Eco-Logic Awards.
Through this successful government and civil society partnership, more than 50 South
African schools were assisted with managing their water resources sustainably.

Water Planning and Information Management

During the period under review, the department finalised the Water Reconciliation
Strategy for Richards Bay and surrounding towns. A reconciliation strategy seeks
to alleviate water deficits and ensure a sustainable water supply for the foreseeable
future, for the basin and its water users. Richards Bay is the economic centre of the
uMhlathuze Local Municipality and is one of the strategic economic hubs of the country
with significant industries, commercial areas and business centres. In view of this, the
scenarios for future water requirement (i.e. from low to high growth) were developed
making allowance for water supply in varying degrees. In addition, a reliable yield of
the current water supply in the system was determined with estimated augmentation
stipulated based on the various growth scenarios of the area. A number of potential
interventions that could potentially make additional water available were identified.
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Over 1 800

The department also completed the feasibility plan for the uMkhomazi Water Project
that will augment the currently insufficient water resources of the Mgeni Water Supply
System (WSS) to meet the long-term water demands. The Mgeni System is the
main water source that supplies the eThekwini Municipality, uMgungundlovu District
Municipality (DM) and Msunduzi Local Municipality (LM), all of which comprise the
economic powerhouse of the KZN province.

Water Infrastructure Development

During the period under review, the department continued with the provision of water
storage infrastructure and regional bulk infrastructure to assist municipalities with
the connection to the resource. A number of strategic infrastructure projects were
implemented including the Clanwilliam Dam.

A number of regional bulk infrastructure projects were completed, with over 78 000
households or over 570 000 people benefitting from the completion of this infrastructure.
A further 61 000 households were provided with interim or basic water supply in the
27 district municipalities. Through its rapid intervention programme of accelerated
community infrastructure, a total of 53 water supply, wastewater refurbishment and
water conservation and water demand management projects were completed.

The department continued with its support to section 139 municipalities for example the
Madibeng Local Municipality and Ngaka Modiri Molema district municipality in the North
West province as well as the Makana district municipality in the Eastern Cape. These
interventions have played a significant role in stabilising the water supply and sanitation
services in these municipalities.

National Sanitation Services

One of the department’s focus areas for the period under review was to eradicate
bucket sanitation systems in formal settlements. Over 1 800 bucket sanitation systems
were eradicated during the period under review with over 3 000 households served
through the rural household infrastructure programme to eradicate sanitation backlog.

Water Sector Regulation

During the period under review, the department continued with its implementation of
the recovery plan for the processing applications for water use authorisation. This was
in line with the revised regulations that required the finalising of the application process
within 300 days. A total of 116 water use applications were issued to the agriculture,
mining, industry and energy sectors. The immediate impact on these sectors was an
allocation of 11.9 million cubic metres for productive use.

In improving the protection of water resources, a total of 154 dams were evaluated for
compliance with dam safety regulations as well as 274 water users were monitored for
compliance in the mining, industry and agriculture sectors. Performance assessments
were conducted in 346 water supply systems to assess compliance with drinking water
standards.
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1.2.1 Departmental receipts

PART A | GENERAL INFORMATION

Overview of the financial results of the department

2015/2016 2014/2015
Actual (Over)/ Actual (Over)/

Departmental receipts Estimate Amount Under Estimate Amount Under

Collected Collection Collected Collection
Sale of goods and 2494 2 576 (113) 4 647 2360 2287
services other than
capital assets
Transfers received 63 (63)
Fines, penalties and 0 0
forfeits
Interest, dividends and 3498 2428 1070 2910 2 544 366
rent on land
Sale of capital assets 0 31 0 0 0 0
Financial transactions 13 100 5973 7127 18 000 10 366 7634
in assets and liabilities
Total 19 092 11 008 8 084 25 557 15333 10 224

During the year under review the revenue classification of “Transactions in Financial Assets and Liabilities”
did not materialise resulting in the department’s under collection on debt which had been earmarked to be

collected.

1.2.2 Programme Expenditure

2015/2016 2014/2015
Final Actual (Gvery Final Actual (Gvery
Under Under
Programme Name Appro- Expen- Appro- Expen-
riation diture Sz riation diture SR
P diture P diture
Administration 1519753 | 1517 867 1886 | 1399262 | 1297667 101 595
Water Planning 684 446 668 817 15629 414 282 386 596 27 686
and Information
Management
Water Infrastructure | 11 856 540 | 11 748 847 107693 | 8601568 | 7629078 972 490
Development
Water and Sanitation 1414674 | 1359575 55099 | 2694898 | 1823128 871770
Services
Water Sector 271 117 261 868 9249 537 391 480 213 57178
Regulation
Total 15746 530 | 15556 974 189 556 | 13647 401 | 11616682 | 2030719
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1.2.3

Virements/ rollovers

Section 43(1) of the Public Finance Management Act (PFMA), provides that the Accounting Officer of the
Department may utilise a saving in the amount appropriated under a main division within a vote towards the
defrayment of excess expenditure under another main division within the same vote, unless the relevant
treasury directs otherwise.

1.2.3.1

Virements approved by the Accounting Officer

The table below summarises the funds shifted and virements applied by the Department:

Programmes

Water Planning
and Information
Management

Reasons for virement

Savings were
realised mainly due
to unfilled vacant
post and the related
goods and services,
delays in appointing
contractors for in the
integrated planning
and water information
management activities
of the department.

Amount
R’000
(32 219)

Programmes

Administration

Reasons for
virement

To defray over
expenditure in the
programme

Amount

R’000
32219

Water Planning
and Information
Management

Savings were
realised mainly due
to unfilled vacant
posts and the related
goods and services,
delays in appointing
contractors for in the
integrated planning
and water information
management activities
of the department.

(27 298)

Water
Infrastructure
Development

To defray over
expenditure in the
programme

27 298

Water Sector
Regulation

Savings were realised
mainly due to the delays
in the finalising the
invoice (which required
legal advice) for a Water
Use Association and the
transfer payment which
could not be transferred
to Water Research
Commission due to the
delays in finalisation

of memorandum of
agreement.

(13 492)

Water
Infrastructure
Development

To defray over
expenditure in the
programme

13 492
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1.2.3.2 Requests for rollover

To pay for projects that were underway, the department requested a rollover amounting
to R77.448 million. The table below summarises the rollover request per programme

Programmes | Amount in R'000
Water Infrastructure Development 46 789
Water and Sanitation Services 29 159
Water Sector Regulation 1500
Total 77 448

1.3  Description of the reasons for unauthorised, fruitless and
wasteful expenditure and the amounts involved as well as
steps taken to address and prevent a recurrence

The fruitless and wasteful expenditure for the period under review was as a result of no-
shows that relate to the officials who did not use their booked air tickets, accommodation
and transportation. In all these instances, the department has started a process of
recovering the funds from identified transgressors. This resulted in fruitiess and wasteful
expenditure of R162 000.

Another contributing factor to fruitless and wasteful expenditure was interest charged
due to late payment of invoices which were under adjudication and pending legal
opinion. The court judgement against the Department was obtained in the current
financial year and required the Department to pay the disputed invoices and the interest
thereon amounting to R6.5 million.

The details are included in note 32 of the Annual Financial Statement (AFS).

1.4  Future plans of the department

The future plans over the medium term include continuing with the programme of
achieving a clean audit for both the Main and Trading accounts within the department.
The additional issues that require attention are summarised below:

Enhanced and protected water as a resource across the value chain

Over the 2016/17 medium term the department plans to protect water resources across
the value chain by developing a regulatory assessment and compliance tool that will
monitor the regulatory compliance levels in the country. Plans are underway for the
development of an Integrated National Water Resources Monitoring System that
enhances the reliability of water monitoring information in prioritised areas. To protect
the integrity of freshwater ecosystems, the department plans to classify and determine
resource quality objectives for 8 river systems and develop a national acid mine drainage
programme. To enhance water use efficiency in the country, the department plans to
annually monitor eight (8) large water supply systems for water losses.
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The department

plans to

standardise the
workplace skills

plan for the
water sector

Equitable access to reliable, sustainable and acceptable water resources and
water and sanitation services

The consolidation of the water and sanitation planning functions has thus provided an
opportunity of developing a National Water and Sanitation Master Plan (NWSMP) with
the 10 year infrastructure development horizon. Plans are also underway to construct
and complete in excess of 200 water supply and sanitation services and 3 bulk raw water
infrastructure projects over the 2016/17 medium term. To enhance the sustainability of
and efficiency in water supply, plans are underway to rehabilitate over 80 kilometres
of conveyance systems and rehabilitate over 10 dams to ensure compliance with dam
safety standards.

An enhanced contribution to socio-economic development and transformation
by the sector

To support the socio-economic development and transformation of the sector, the
department plans to revise water allocations within stressed catchments and implement
rural development initiatives to support smallholder farmers. In addition, the department
plans to spend up to 70% of the procurement budget on Broad-Based Black Economic
Empowerment (BBBEE) compliant suppliers over the 2016/17 medium term whilst also
implementing infrastructure programmes that create job opportunities.

An efficient, effective and development oriented water and sanitation sector

To increase and strengthen the department’s efficiency and effectiveness, “Operation
Clean Audit” is underway for both the Main and Trading accounts of the department.
This would be supported by the fnalisation of the Water and Sanitation Amendment Act
by the end of the 2017/18. The strength of the department’s entities would heighten
these plans; therefore the performance of the department’s entities would be annually
assessed against their shareholder compacts. The department plans to also standardise
the workplace skills plan for the water sector over the medium term.

Sound cooperative governance and an active and engaged citizenry

To enhance cooperative governance and active citizenry, the department plans to
implement an Africa and global international relations programme aligned with the
countries priorities. In addition, plans are underway to implement the Partnerships,
Communications and Stakeholder Relations Programme.

1.5 Public Private Partnerships

There were no public private partnerships established during the period under review.

1.6  Discontinued activities / activities to be discontinued

There are no activities to be discontinued.

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



PART A | GENERAL INFORMATION

1.7  New or proposed activities

There are no new or proposed activities.

1.8  Supply chain management

Although the department has a supply chain management (SCM) policy and procedures
in place to prevent among other things irregular expenditure, some challenges were
experienced during the year under review.

Some challenges were experienced when using price quotations for goods and
services below R500 000 as no responses were received from invited suppliers in
the department’s database. To deal with this, SCM advertised the quotations in the
department’s website and on notice boards.

In addition, SCM is currently working towards categorising and pre-qualifying service
providers to ensure that they are capable of supplying the commodities or services for
which they are registered.

1.9  Gifts and donations received in kind from non-related parties

The gifts and donations received in kind from non-related parties during the period
under review are listed in Annexure 1H of the Annual Financial Statement (AFS).

1.10 Exemptions and deviations received from the National Treasury

Neither exemptions nor deviations were received from the National Treasury.

1.11 Events after the reporting date

No significant events occurred after the reporting date.

1.12 Other

Water Trading Entity

1.12.1 Background

The Water Trading Entity 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 converted from GAAP to General Recognized Accounting Practices (GRAP)
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The entity reports directly to the Accounting Officer of the Department of Water Affairs.
The trading entity is divided into two parts, the Water Resource Management unit as
well as the Infrastructure Branch.

1.12.1.1 Water Resource Management (Proto CMA’s)

This component 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.

Funding for this component is through revenue generated from water users in the area
as well as partly augmentation from the fiscus which covers the shortfall where revenue
is inadequate to cover the entire operations.

1.12.1.2 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 an 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 interlinked system.

Bulk Water Supply Schemes

These are operated as standalone water schemes comprising primarily of the former
homeland government schemes and agricultural sector is by far the largest consumer
of water from this infrastructure.

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 not enough to cover for the general operations of the branch as well as
development of new infrastructure.

1.12.2 Analysis of operating performance

1.12.2.1 Operating Surplus

During the period under review, Department’s Water Trading Entity reported an
operating surplus of R3.6 billion (Refer to Figure 1 below), due to reduction in total
expenditure for the financial year 2015/16.
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OPERATING SURPLUS 2015/16

[ Surpius for year (R00)
B Total exponditune (FO0G)
R7 580 553 I Total income (R000)

Figure 1: Operating surplus for the 2015/16 financial year

1.12.2.2 Operating Income (Revenue) Analysis

Revenue from sale of water increased from R8.09 billion in 2014/15 to R8.69 billion in
2015/16 (Refer to Figure 2) during the period under review, due to the increase on annual
water tariff. The augmentation funds declined from R2.4 billion in the financial 2014/15 to
R1.5 billion in the financial year 2015/16 due to budget reduction from the National Treasury
and virement to fund water service projects while the construction revenue declined from
R853 million in the financial year 2014/15 to R449 million in the financial year 2015/16 due
to uncertified work. Construction revenue reflects a decline of 47%during the year under
review due to uncertified work.
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Figure 2: Revenue Analysis
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1.12.2.3 Total Operating Expenditure Overview

Total expenditure has decreased by 29% in the current year (Refer to Figure 3): from
R9.82 billion in 2014/15 to R7.59 billion in 2015/16 due to a decline in finance costs
and depreciation cost. The finance cost (included as other) reflected a decrease when
compared to the prior figure due the revision made on the TCTA financial model. The
depreciation, amortization and impairment decreased from R2.09 billion in 2014/15
to R1.90 billion in 2015/16 due to the review of the assets lifespan. The operating
expenditure reflect an slight decrease of 5% when compared with prior year and this
can be attributed to the reduction on TCTA management fee. The employee costs
reflected an increase of 13% as a result of annual salary adjustment.

Expenditure Analysis
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Figure 3: Revenue analysis for the 2015/16 financial year

1.12.3 Liquidity

The current ratio of the entity has increased from 1.41:1 to 3.30:1 which indicates
that WTE has sufficient liquid assets to meet short-term financial obligations. The
improvement on current ratio is mainly driven by the decrease on financial liability:
TCTA and payable from non-exchange.

2015/16 2014/15

Current ratio 3.30:1 1.45:1

1.12.4 Cash Flow from Operations

The entity has a positive cash flow from operating activities amount to R5.5 billion. The
cash and cash equivalent at the end of the year amounted to R43 million. The entity
has since put measures in place to follow up on the recoverable debts and also to delay
payment to suppliers (still comply with PFMA 30 day’s payment period).
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1.12.5 The Return on Assets

This ratio indicates the entity’s effectiveness in using its investment in assets:

2015/16 | 2014/15
Return on Assets 4% 3%

The return on assets reflected an increase of 1% when compared with the prior year
results due to increase on surplus for the year.

112.6 The Debtors Days in Sales

2015/16 | 2014/15
Debtor’s days in Sales 109 288

The debtor’s day’s analysis reflects less improvement when compared to the prior year
debtor’s days of 215 days. The increase on debtor’s days is due to the interest charged
on outstanding accounts and the fact that the entity is still struggling to recover debts
payable by the municipalities and water boards.

1.12.7 Accountability Arrangements

The Water Trading Entity reports to the Director General in her capacity as Accounting
Officer of the Department. The entity strategic objectives form part of the broader DWA
strategic plan but they have been ring fenced accordingly and the entity reports on the
basis of its separate objectives on the DWA strategic plan.

1.12.8 Approval

The Annual Financial Statements set out on pages 000 to 000 have been approved by
the Accounting Officer.

Mr S Mkhize
Acting Accounting Officer
Department of Water and Sanitation
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STATEMENT OF RESPONSIBILITY
AND CONFIRMATION OF ACCURACY

FOR THE ANNUAL REPORT

To the best of my knowledge and belief, | confirm the following:

All information and amounts disclosed in the annual report is consistent with the annual financial
statements audited by the Auditor-General.

The annual report is complete, accurate and is free from any omissions.

The annual report has been prepared in accordance with the guidelines on the annual report
as issued by the National Treasury.

The Annual Financial Statements contained in Part E have been prepared in accordance with
the modified cash standard and the relevant frameworks and guidelines issued by the National
Treasury.

As the Accounting Officer, | am responsible for the preparation of the annual financial statements
and for the judgments made in this information.

| am also responsible for establishing, and implementing a system of internal controls designed
to provide reasonable assurance as to the integrity and reliability of performance information,
human resources information and the annual financial statements.

The external auditors are engaged to express an independent opinion on the annual financial
statements.

In my opinion, the annual report fairly reflects the operations, the performance information, the
human resources information and financial affairs of the Department for the financial year that
ended on 31 March 2016.

Mr S Mkhize
Acting Accounting Officer
Date: 31 July 2016
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7 STRATEGIC OVERVIEW

7.1 Vision

The department’s vision was “Sustainable water and dignified sanitation for all”.

7.2 Mission

The mission was “Ensuring dignity, equity, socio-economic development and ecological sustainability by
effectively and efficiently managing the nation’s water resources and sanitation services.”

7.3 Values

The values were

Respect

Effectiveness, Efficiency

Service oriented

Professionalism

Ethical behaviour (Honesty, Integrity)

Caring organisation (Learning Organisation, Innovation)

—H(O(m|[T|w|m|0

Transparency

7.4  Strategic outcome oriented goals

Strategic oriented outcome

Strategic objectives

goals

An efficient, effective 1.1 | Building skills pool and competencies
and development 1.2 | Effective and efficient internal control
oriented sector leader environment

1.3 | Implement programmes that create job

opportunities

Equitable and 2.1 | Increased sustainability in water provision
sustainable waterand | 22 | Enhanced provision of basic sanitation
sanitation services 2.3 | Equitable water allocation

2.4 | Improved water use efficiency
Protection of water 3.1 | Strategies for water and sanitation
across the value chain management

3.2 | Enhanced regulatory compliance

3.3 | Increased water ecosystem health

3.4 | Management of water and sanitation

information
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LEGISLATIVE AND OTHER

MANDATES

8.1
8.1.1

8.1.3

8.1.4

8.2
8.2.1

8.2.2

8.2.3

Legislative mandate

The Constitution of the Republic of South Africa sets out water resources management as a national
competency. It also states that everyone has a right to an environment that is not harmful to their health
or well-being and supports socially justifiable economic development.

The National Water Act, 1998 (Act No 36 of 1998) seeks to ensure that the country’s water resources are
protected, used, developed, conserved, managed and controlled in a sustainable and equitable manner
for the benefit of all people. The Act assigns the national government as the public trustee of the water
resources. Acting through the Minister, it has the power to regulate the allocation, use, flow and control
of all water in the Republic.

The Water Services Act, 1997 (Act No. 108 of 1997) prescribes the legislative duty of municipalities as
water service authorities to supply water and sanitation according to national norms and standards. In
addition, it regulates Water Boards as important water service providers. This Act compels the Minister
to maintain a National Water Services Information System and to monitor the performance of all water
services institutions.

The Water Research Act, 1971 (Act No 34 of 1971) established the Water Research Commission and
the Water Research Fund and thus promotes water related research. The Minister appoints members
of the Water Research Commission (the Commission) and thus exercises executive oversight over the
Commission.

Policy mandate

White Paper on a National Water Policy for South Africa adopted in 1997 contextualises the development
of a new water law in post democracy South Africa. It outlines the direction for the development of water
law and water management systems which will take the country into the next century.

The Strategic Framework for Water Services adopted in 2003 sets out the national framework for the
water services (i.e. water supply and sanitation) sector. The framework provides the vision for the water
services in the country and outlines the framework that will enable this vision to be achieved.

The National Water Resource Strategy second edition adopted in 2013 sets out the framework (i.e.
strategies, plans and institutional arrangements) within which the country’s water resources will be
managed. It provides information about the present and future availability of and requirements for water
in respective water management areas and proposes interventions by which these may be reconciled. It
also quantifies the proportion of available water in each water management area.
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n ORGANISATIONAL STRUCTURE

MINISTER
Water and Sanitation

DEPUTY MINISTER
Water and Sanitation

DIRECTOR-GENERAL
(Acting)
Water and Sanitation

Chief Financial Officer Chief Financial Officer
Main Account (Acting) Water Trading Entity
(Ms M Manukuza) {Mr M Mofokeng)

Deputy Director-General Deputy Director-General
Corporate Services Communications

(Mr J D Mahlangu) (Ms M Motloung)
Acting Deputy Director-General | Deputy Director-General
Water Planning and Water Infrastructure
Information Management Management
(Ms N Mohapi) (Ms Z Mathe)

Deputy Director-General Deputy Director-General
Water Sector Regulation International Water Cooperation
(Adv. A Singh) {Ms L Lusenga)

Deputy Director-General
Programme Management Unit
{Ms N Gasa)
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ENTITIES REPORTING TO

THE MINISTER

The table below summarises the legislative mandate, the financial relationship and the nature of operation for the
13 entities that reported to the Minister during the period under review.

\[o] | Name of entity | Legislative mandate Financial relationship Nature of operations
1 Trans Caledon Tunnel | The TCTA was TCTA is listed as To implement and
Authority (TCTA) originally established schedule 2 in terms of | fund government

as a Special Purpose the PFMA water schemes off
Vehicle to fulfil budget entitled by the
South Africa’s Treaty National Water Act to
obligations in respect of raise loans to finance
the Lesotho Highlands the development of
Water Project. It has new water resource
undertaken further infrastructure

work, which varies
considerably in nature,
on directive from the

Minister.
2 Water Research To facilitate research WRC is listed as To facilitate water
commission (WRC) in the water sector in schedule 3A in term of | research and
terms of the Water the PFMA development on behalf
Research Act of 1971 of the nation

Catchment Management Agencies

3 Inkomati-Usuthu Catchment The CMAs are listed as | Management water
(IUCMA) Management Agencies | schedule 3A entities in | resources at catchment
(CMAs) are established | the PFMA. level in collaboration
in terms of Chapter 7 of with local stakeholders
the National Water Act (with a specific
4 Breede-Gouritz focus on involving
(BGCMA) local communities

in the decision
making) regarding
the basic human
needs, promoting
equitable access to
water and facilitating
social and economic
development.
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No

Name of entity

Water boards

5 Amatola Water

6 Bloem Water

7 Lepelle Northern Water
8 Magalies Water

9 Mhlathuze Water

10 Overberg Water

11 Rand Water

12 Sedibeng Water

13 Umgeni Water

Legislative mandate

Water boards are
established in terms of
the Water Services Act
of 1997 to provide bulk
water services

PART A | GENERAL INFORMATION

Financial relationship

Water boards are listed
as schedule 3B in
terms of the PFMA

Nature of operations

All water boards
provide bulk water
services to the
municipalities,
industries and the
mines
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Table 2: Batho Pele arrangements with beneficiaries

Current/actual arrangements |

Face-to-face communication/
izimbizo by the Minister and
departmental staff to schemes and
projects

Desired arrangements

Schedule of consulting with the
stakeholders to be developed
urgently.

| Actual achievements

A total of 90 community
engagements/ public participation
programmes were convened.

Enrol graduate trainees to the
departmental learning academy
and place them into positions

Increase the enrolment of and
placement of graduate trainees

65 graduate trainees added to the
trainee development programme
of the learning academy with 57
graduate trainees placed into
candidate positions

Table 3: Service delivery information tool

Current/actual information tools |

Departmental leaflets, brochures

and Newsletters are displayed at

Emanzini Building for viewing and
reading.

Departmental Library provides
newspapers, internet and books to
the public who wants to apply for
jobs.

Desired information tools

Information desks (displaying the
departmental newsletters; internal
magazines; press releases;
brochures on projects and services
rendered) in every reception area
of the buildings

| Actual achievements

A total of 14 marketing /
advertising campaigns were
conducted.

A total of 527 feature articles and
media statements were done.

A total of 20 media briefings/
conferences were convened.

Table 4: Complaints mechanism

Current/actual complaints

mechanism

Desired complaints mechanism

Actual achievements

All the departmental buildings
have reception area and our staffs
are very friendly and deals with
enquiries in a polite, professional
way.

Develop a complaints
management system and develop
a survey to measure the customer
satisfactions and suggestion
boxes in all buildings/offices of the
Department.

Departmental call centre
(toll free line) 0800-200-200

2.3

Organisational environment

A number of changes within the internal organisational environment were put in place to facilitate improved
service delivery and further changes are anticipated during upcoming financial years.

During the year under review, the department finalised its review of its organisational structure that saw the
integration of water resources and water services infrastructure integrated in one programme and all regulation
functions incorporated within the regulation budget programme.

In an effort of implementing its Institutional Reform and Realignment, the department undertook a rigorous
exercise to separate its functions to those of the Catchment Management Agencies (CMAs). As the departmental
provincial offices have been incubating proto - CMAs, with their anticipated establishment to fully fledged CMAs
this separation became prominent within the WTE section.
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The proto-CMAs fall within the water resource management unit of the WTE and during the year under review
were responsible for the sustainable and equitable use, conservation and allocation of water resources for the
benefit of the people residing in respective water management areas.

24
241

242

243

244

245

246

247

Key policy developments and legislative changes

Development of the Water and Sanitation Policy Framework: The development of the National Water and
Sanitation Policy Framework aims to consolidate the various water and sanitation policies into a single,
cohesive policy framework to guide the water and sanitation sector. This is to include a clarification of
the roles and responsibilities of all role-players across the three spheres of government and the water
management institutions to facilitate enhanced cooperation and collaboration in the rollout of bulk water
resources, water supply and sanitation services.

Development of the National Water and Sanitation Amendment Bill: The National Water and Sanitation
Amendment Bill is intended to bring in a consolidation of the National Water Act and Water Services Act
into one piece of legislation. A consolidation of these Acts will enable everyone within the water sector to
have a clearer understanding of the legislative framework regarding water management across the entire
water and sanitation value chain. The first draft (i.e. version 1) of the Bill was produced in May 2015 with
the internal comments incorporated in the refined Bill.

Review and Development of the National Water and Sanitation Resources and Services Strategy
(NWSRSS): Subsequent to the reconfiguration of the Department, the second edition of the NWRS is
under review to incorporate the sanitation function.

Review of the Water Research Act: The review of this Act is at an advanced stage and seeks to enhance
the mandate and governance of the Water Research Commission, and to better align the Act with all
other applicable legislation informing the service delivery orientation of the water and sanitation sector;
legislation that was not in place at the time the WRA was promulgated in 1971.

Review of the water pricing strategy: The strategy review seeks to improve the financial viability of
government’s bulk raw water business to ensure that this scarce resource is valued by all citizens. The
major change of the review is to move from the Return on Asset method of infrastructure costing to a
method of pricing based on Future Infrastructure Built over 10 years per province. The draft water pricing
strategy with section 10 of the norms and standards were gazetted for public comments.

Development of the funding model: The intention of the development of a funding model it to determine
the variety of financing mechanisms or models adopted in South Africa and internationally to fund
infrastructure. The project will look at the principles of infrastructure funding and financing and help to
identify the lessons learnt that could shape future investment decisions in the South African water sector.

Development of an economic regulator: This project explores international practice in economic regulation
in the water sector, as well as economic regulation in other sectors in South Africa, in order to support
the development of an economic regulator for the water sector in South Africa. The project will look
into an economic regulator that regulates the entire water value chain; it will outline the functions and
identify gaps in the current legislative framework for regulating the water sector. This will lead to the
establishment of an effective economic regulator. A draft economic and social regulation strategy was
developed.
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3 STRATEGIC OUTCOME ORIENTED GOALS

During the year under review, the department had three (3) strategic outcome oriented goals. The summary of
the progress made towards achieving them is as follows:

1 An efficient, effective and development oriented sector leader

In improving and increasing the skills pool in the department, a total of 65 graduate trainees were added to the
learning academy with 57 placed into candidate positions.

A total of 11 664 job opportunities were created through implementing infrastructure projects and rural intervention
programmes.

2 Equitable and sustainable water and sanitation services

In ensuring the availability of water for environmental and socio-economic use, the reconciliation strategies for
Richards Bay and the feasibility plan of uMkhomazi Dam were completed.

During the year under review 11 bulk infrastructure schemes and 53 accelerated community infrastructure
projects were completed with 46 water services and 8 water augmentation projects on-going.

A further 4 operations and maintenance projects were completed with 4 dam safety and 9 conveyance projects
on-going.

A total of 1 348 resource poor farmers were financially supported and 862 rainwater harvesting tanks were
installed.

Over 34 000 households were provided with basic / interim water supply with over 1 800 bucket sanitation
systems eradicated and over 3 000 households supported through the rural household infrastructure programme
to eradicate the sanitation backlog.

3 Protection of water across the value chain

In improving the protection of water resources, a total of 154 dams were evaluated for compliance with dam safety
regulations as well as 274 water users were monitored for compliance in the mining, industry and agriculture
sectors. Performance assessments were conducted in 346 water supply systems to assess compliance with
drinking water standards.
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4 PERFORMANCE INFORMATION OF MAIN ACCOUNT
PROGRAMMES

4.1  Programme 1. Administration

4.1.1 Programme purpose

The purpose of the programme is to provide policy leadership, advice and core support services, including
finance, human resources, legal, information and management services, communication and corporate planning.

4.1.2 Sub-programmes

Ministry provides support to the minister and deputy minister, and makes provision for their salaries. The support
function entails advising the minister and deputy minister on policy matters, organising public participation
programmes, dealing with appeals in terms of the grievance procedures, attending to administrative and logistical
needs, processing the department’s submissions, and supporting the minister and deputy minister on Cabinet
and parliamentary matters.

Department Management provides administrative support to the director general, secretariat services to the
department, and makes provisions for salaries and other costs associated with the office of the director general.

Internal Audit provides independent, objective assurance and advisory services designed to add value and
improve the department’s operations.

Corporate Services provides administrative support to the department and comprises the human resources,
communication services, legal services, administration, and information services units.

Financial Management ensures the efficient management of daily financial operations, processes and systems.

Office Accommodation makes payments for rental charges on all leased office space occupied by the department,
as well as for the municipal services such as electricity, water, and sewage and waste removal.

Programme Management Unit provides for improving the coordination and governance in the management of
departmental projects including the management of mine water in South Africa (with specific emphasis on acid
mine management).

International Water Support strategically develops, promotes and manages international relations on water and
sanitation between countries through bilateral and multilateral cooperation instruments and organisations in
line with the legislative provisions. Pursue national interests at both African multilateral and global multilateral
organisations and forums.
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4.1.5 Strategy to overcome areas of under performance

In efforts to effect the DIRCO recommendations with regards to the South Sudan, Sudan and Hungary
government requests, South Africa plans to host delegates from these governments during the third quarter
of the 2016/17 financial year. In addition, upon receipt of the National Treasury concurrence for the AMD long
term solution funding mechanisms, the appointment of the implementing agent will be finalised.

4.1.6 Changes to planned targets

There were no changes made to the annual targets during the period under review.

4.2 Programme 2: Water Planning and Information
Management

4.2.1 Programme purpose

The purpose of the programme is to ensure 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
by developing and implementing effective policies and integrated planning strategies, and developing a
knowledge base and procedures.

4.2.2 Sub-programmes

Water Planning, Information Management and Support provides strategic leadership and overall
management of the programme.

Integrated Planning develops comprehensive plans that guide infrastructure development, systems and
services management in the water sector. This entails preparing reconciliation strategies, drafting feasibility
plans, compiling the integrated hydrological plan, undertaking options analyses and macro planning.

Water Ecosystem develops and implements measures to protect water resources. This entails determining
resource directed measures by classifying water resource systems, determining reserves, conducting
resource quality assessments and determining resource directed measures by developing pollution control
guidelines and rehabilitation measures and protocols.

Water Information Management ensures the development and maintenance of systems and programmes
for data and information acquisition and management as well as building the knowledge base on all aspects
of water for informed water management decisions.
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4.2.5 Strategy to overcome areas of under performance

As contractual matters were the main contributor to the identified under achievement in this programme,
these have been resolved and the activities have been rescheduled for the 2016/17 financial year.

4.2.6 Changes to planned targets

There were no changes made to the annual targets during the period under review.

4.3  Programme 3: Water Infrastructure Development

4.3.1 Programme purpose

Coordinate the effective implementation of the department’s strategic goal and objectives at the Purpose:
To develop, rehabilitate and refurbish raw water resources and water services infrastructure to meet the
socio-economic and environmental needs of South Africa.

4.3.2 Sub-programmes

Infrastructure Development and Rehabilitation provides for the design, construction and commissioning
of new water resource infrastructure and the rehabilitation of existing infrastructure to ensure the safety and
functionality of departmental dams and related infrastructure.

Operations of Water Resources funds expenditure on water resources management, activities conducted
by the department or catchment management agencies within water management areas.

Water Services Infrastructure provides for the construction of new and rehabilitating existing water services
infrastructure including the transfer of water services schemes to water services institutions (inclusive of
Regional Bulk Infrastructure Grant, Accelerated Community Infrastructure Programme, Municipal Water
Infrastructure Grant, Water Services Operating Subsidy Grant and Transfer Schemes).

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation n



PART B | PERFORMANCE INFORMATION

181 Beus 109foud

ay) Buisiieuy yum Asnq
SEM J0]JOBJJUOD B}
allUM N7 duremBN

Ul }SaJun Ajlunwiwod
2J9M 88y} ‘9)els 9al4
ay) u| ‘syuswiuiodde
J0JOBJIUOD JO UonEes|[eul
ay) pakejap ‘ewayos
0J0J0YOS Eefjswel

8y} 4o} (v1) yuebe
Bunuswa|dwi ay
‘Juswa.noold eusjew
pue siainoge| juiodde
0} |eaosdde ayy ul
sAejop pey awayos

SewWBYos ainjonJseljul

paje|dwod aiom
SBWBYIS aINjonJisejul

paje|dwoo sawayos

paje|dwod sawayos

uoisinold Jajem ul

asjno|\ a8y} ‘ododwi uj Ming 2 Aq Japun MINg || o [ej0} ¥ ainjonJselul ying gl ainjonJsenul Ying g Ajjiqeuleisns asealou| L'z
sjosloid ainjonsisequl
sjoafoid ainjonuyseljul Buneygeyas pue
‘sanjiunuoddo qol ay) jo Buneyigeyal pue Bunuawadwi
aseaJoul ay) ul Bupnsal Bunuawa|dwi ybnouyy ybnouy; paresald sanunuoddo
pasn alem spoyiaw paieald sanunuoddo paieald sanunuoddo alom saniunuoddo qol ayealo jey;
SAISUB}UI JNOCET gol 262 | Aq 1enQ qol 6/l 8o elory | samunuoddo qol zze6 9 qol 816 L1 jo el y | sewwesboud jusweidw| | €|

SUONBIASP UO JUSWWOD

9102/510¢2
10} JUBWIBASIYOE |enjoe
0} 196.e) pauueld
wouy uoneineq

9102/SL02
JusWaA8IYo. [en)oy

910¢/510¢
jeb.ue) pauue|d

JuswdogAs ainjoniselju Jayepn

G10¢/¥710¢
JUBWIBASIYO. [BnoY

saAoslqo oibajens

awepN awweiboid

soAoslqo oibejelis swwelbold €€v

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

‘gouewuopad

Jood 0} anp swwelbouid
ay} uiyum syoefoud
Buiwiopad sy} 0}
ododwi pue 1s9pn
UHON 8y} woJj suop
sem (syoafoud ay) wouy
paAoW aJam spuny a°1)
uoneoo|eal Jayuny
‘suonuaAlalul Jybnolp
0} sjoaloid NZY wouly
auop uofjeodo|eal

:suoseal Jayjo jsbuowe
‘0} anp paje|dwod
jou alam syoaloud sy

sj09foid ainjoniseljul
Alunwwod pajels|eooe
¢z Aq uepun

palo|dwod alam
sy09foud ainonyseljul
Alunwwod pajels|@ooe
€G JO [ej0} Y

pajuswadwii

sy09foud ainonaseul
Aunwwod
pajels|@2oe 9/

pajuswa|dwi alom
sj08foud ainjoniyseljul
Jajem Ajunwiwod Gz

'sjo9foid ulead Jo
uone|dwod ay} pakejap
ssao0.d uonejyuswa|dwi
8y} buunp sy jo
Buibueyo ay) se |jom
se sjuswiulodde
JOJOBIJUOD 1O} SY|
/(SYSM) senuoyine
92I1AIBS Jajem Aq
ssa20.d Juswainooud
pabuojoid ay |

SUONBIASP UO JUSWWOD

"syousip Ayioud 4z ay)
ul Aiddns Jayem oiseq
JO wdul yum papiaoid
2JaM spjoyasnoy

¥€9 2 Aq Jepun

9102/510C
10} JUBWIAASIYO. [en)oe
0} Job.e) pauueld
woJj uoneiraqg

"syousip Ayoud 4z ay)
ul Aiddns Jayem oiseq
1O widul yum papiaoid
2JaM spjoyasnoy

9L€ € Jo [e10} ¥

910¢/510¢
JuBsWaASIyoe [en)joy

‘syousip Ayoud 4z eyy
ul Al ddns Jajem oiseq
JO wi8ul yum papiaold
spjoyssnoy Qs L.

9102/510¢
106.e) pauue|d

JuswidojaAs(] 8iNjonJiselu| Jejepn

‘spoulsip

Auoud

$Z 941 ul A|lddns Jajem
oIseq

JO WUl yym papiaoid
spjoyssnoy 658 6

G102/v1L0¢C
JUBWIBASIYO. [en)oy

saAoalqo oibajens

awepN awwelboid

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year



PART B | PERFORMANCE INFORMATION

"109(oud

3y} Uo |eliajew [|i} %001
Jo Juswainooud ay) se
[lom se a}is uo ssalboud
ay} paJapuly se Jnoge|
jesouab Bunuiodde

ul sAejep ay] :weq
solddoyapooy

's}salun Jnoge| 0} enp
peousliadxe sem Aejop
v :ebeueg yupspue|g3

109(oud

8y} uo (ddv) uosied
|euolssajold parolddy
ay} jo Ayjigejieeun sy}
0} 8Np }SO| SEM SyjuoW
9aly] weq uisluope

uawdinba
uoloNAsuod 0} abewep
0} 8np 1SO| SEM Syjuow
saJy] :weq || doyjjeep

'sjoaloid uoneyjigeyal
Aajes wep § Aq Japun

(ebeuiieg
1ouQ "a'1) peye|dwod
109loud uoneyjiqeyal

Kojes wep |

suonejnbal

Ayajes wep 198w 0}
1eah Jad paysidwod
sjoefold uoneygeyal
Kojes wep g

weq bBuiouejeq

LS pue we(q lusweAulp
‘weq yupdwols Jeak
[eroueuy G /102
Buunp pals|dwos
Buimolio} 8Yy yum 5002
ul paje)s swuwelbold
ay} douIs pajs|dwod
sy09foud uoneyjiqeyal
Kojes wep g¢ Jo

[B10} SAlE|INWIND

“Jeak |eoueuly
[ediojunw 8y} ypm
Jeak [eloueuly [leuoneu
ay) Jo Juswubiesiw
0} 8np 910¢ sunp

ul paa|dwiod aq

[ sjoaloud oy

SUONBIASP UO JUSWWOD

sewayos Of Aq Jepun

9102/510C
10} JUBWIAASIYO. [en)oe
0} Job.e) pauueld
woJj uoneiraqg

uswysiginial
Bulobiapun aie
SaWBYdSs 9 JO [e)0}

910¢/510¢
JuBsWaASIyoe [en)joy

paysiqinal
SoWaY2s pallajsuel) Of

9102/510¢
106.e) pauue|d

JuswidojaAs(] 8iNjonJiselu| Jejepn

paysigJnia.
sawieyos pesniond 09

G102/v1L0¢C
JUBWIBASIYO. [en)oy

saAoalqo oibajens

awepN awwelboid

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

panaiyoe jabie |

panaiyoe jabie |

(43sN[D [BNUBD
 Jojsn|D uleysed o'l

pesijeul} usaq
aneY SNV J8isno g

(SdINV 840 2)

Sawayods Jajem
swuianob Joy sueld
Juswebeuew josse
ay} jo uona|dwod %Gz

Juswiyinioal
pue juswa.inooid 0}
anp ssaJboid yum
pa|bbnys Ajleniul
uonoNJIsuo “swajqold
leuonesado dySIHA
0} anp pajoajje alom
sjo8(oud uiBjUOPEIA

‘¢ 0} pajsnipe usaq
Sey JuUsWaAaIyoe [e10}
|[enuue ay} aiojaiay |
"Z 0} € JO anby
pauoda.u Ajsnoinaid
ay} Jo uononpal ay}

ul Bupnsas paoalIod
uaaq MoU sey JoLId
siy] pajedwod se
sueyjee pauodal
Ajlsnosuo.ia pey
juswiedap ay; ‘leuenb
paius 8y Buun@

SUONBIASP UO JUSWWOD

s109foid aoueAanuod
Ja1em g Aq Jepun

9102/510C
10} JUBWIAASIYO. [en)oe
0} Job.e) pauueld
woJj uoneiraqg

‘sjeueo doysog pue
HoodsAs|pul ‘episaye
1e pajo|dwod aiam
syjoaloud souekanuoo
sy09(oid aouehanuod
Jsjem ¢ 40 [ej0} ¥

910¢/510¢
JuBsWaASIyoe [en)joy

psieyjiqeyal
(suonoas) sjosfoid
90UBABAUOD JBJEM Z|

9102/510¢
106.e) pauue|d

JuswidojaAs(] 8iNjonJiselu| Jejepn

pala|dwod uonoss
| :[eued wooujsayolod

pa18|dwoo suoNnoesg
G :[euBd uIBlUOP.IA

paje|dwoo suonoss
9 :JoodsAs|pul

:Alpweu
pajo|dwod suonoss g1

G102/v1L0¢C
JUBWIBASIYO. [en)oy

saAoalqo oibajens

awepN awwelboid

67

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

‘sjoafoid

urepa9 Jo uona|dwod ayy
paAejop ssao0.id uoneyuswajdwi
ay) Buunp sy| jo Buibueyo ay) se
|Iom se syuswjulodde J0joesjuod

Jo} sy|/(SYSM) senuoyine
8o1M8s Jajem Ag sseooud

'SjoLisIp

Ayoud 2z ayy ul
A|ddns Jayem oiseq Jo
wiaul yum papiaosd
a1am sployasnoy

‘syousip

Ayoud 2z ayy ul
A|ddns Jajem oiseq Jo
wisul yum papiaoud
aIam spjoyasnoy

‘sjousip Ayuoud

/Z @Y1 ul Addns
J9)em oiseq Jo
widul yym papinoad

‘syolsip Aoud g
ay) ul A|ddns Jayem
olseq JO waul
yum papiaold

sjosip Ayuoud

/Z @y} ul A|ddns ia1em
(o1sBq 10 WLBUI) Yim
papinoid spjoyasnoy

juswainooud pabuojoid ay | €9 ¢ Aq Jepun 9le ¥€Jo B0}y | sployssnoy G L/ | SPIoyasnoy 6G8 76 J0 JaquinN e
181 Beus 109foud
ay) Buisiieul yim Asng sem
JOJOBIUO0D BU} B|IyM |\ dyiembN
Ul }s8Jun AjJlUNWWOD 81am a8y}
‘a)e)s 9al4 ay} U] "sjuswuiodde
JOJOBJJUOD JO UONeSsI[eul dy}
pake|ap ‘@wayds 0I0IoNaS
eflowely ay} Joj () Jusbe
Bunuaswajdwi ay| juswainooid pajajdwod Jeah Jad
|elalew pue siainoge| julodde sawayos alom sawayos | palajdwod sawayos pala|dwod sawayos
0} lenoldde ayj ul sAejep pey aJnjonJseljul ainjonJseljul ainonisenul | paye|dwod sawayos ainjonJselul
awayos asjnojy ey ‘ododwi uj Aing £ Aqg Jepun AINg L| O [ej0} v JINg gL | ainonjseyul ying g 3INq Jo JaquinN €e
"sauo}sajiw pauueld
By} 8A8IYde 10U p|N0d saoulAoid Alddns | syouysip Awond 2z ay)
awos jnsal e se uonejuawsa|dul Jayem pajeipawusiul | ul Addns Jajem (oiseq
109(0ud pasadwey Jeah ay) Jwisiul ayy ybnouyy Jo wiayul) ybnouyy
Buunp sjosfoid ulepyso jo sajlunuoddo pajealo saniunuoddo sajjunuoddo sajjunuoddo pajealo sanjiunuoddo
JuswaousWWOd Ul skeag ol 000 | Aq sepun qol 66€ | ol 66€ 2 qol 112 qofl jo JequinN aze
s109foid ainjonuselul
‘saniunyoddo qol ayy paieald 3Ing jeuoibas ybnoiyy
Jo asealoul sy} ul buynsal pasn alam saniunyoddo saniunyoddo saniunuoddo paieald sanunuoddo
819M SPOY}aW SAISUSB)UI INOGET G8¥ Aq 1en0 qol 2¥/ | Jo [eJo} ¥ qolzoz | qolGL9 | qgofl jo JequinN eze

SUOIJBIASP UO JUsWWOo)

9102/510¢ 10}
juawWwadAalYyoe [enjoe
0} jabie} pauueld
woJj uoneirag

9102/510C

JUBWaA3IYOe [eN)OY

2JN]oN.)SE.U| S9OIAIBS Jo1BA

9102/S5102
}ab.e) pauue|d

awwelboid-gns Jad siojeolpul souewIONdd 'SV

S10¢2/¥102
juswaAalyoe

lenjoy

Jojeaipul
aouewlIopad

awuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

1eak [eroueuly [edipiunw ayy
yum Jeak |ejoueuly |euoljeu ayj Jo JuawysIgInial paysiginjal paysiginjal paysig.injal
swubiesiw o0} anp 910z aunp sawayos Buiobiapun aie sawayos sawayds | sawayos (paliajsuel})
ul pajejdwod aq ||Im sposfoid ay | 0¥ Aq Jepun | sawayds 9y o |B10} Y padiajsuel) Ot pasioud 09 Jo JaquinN 9¢
gouewuopuad Jood 0} anp
awuwelbolid ayy uiyum syosfoid
Buiwiopad ay) 0} ododwi pue
1S9\ UHON 8y} WOlj dUop Sem
(syo0aloud 2y} wol) parow alom
spuny 9°1) UOIIBOO||eal Jayuny v sjoefoud pala|dwod atam pajuswaldwi pajuawa|dwi
‘suonuaalaul Jybnoup 0y syoalfoid alnonanseyur | ssfoid ainyonisequl sjoefoud pajuswaldwi | s1o8foid ainyonnseul
NZM WO} suop uonedo|eal yy Alunwwod Alunwwod alnonyseul alam syo9foud Alunwwod
:suoseal Jayjo }sbuowe o} anp pajelaj@ooe pajelajaooe AjJUNWWoD | ainjonJiseljul Jayem pajelajaooe
palajdwod jou atam syoafoid ay | ez Aq Jepun €G JOo |ej0) ¥ pajelajgooe 9/ Alunwwod gz 1o JaquinN Ge

sSuoljeiAsp uo juswwon

9102/5102 10}
JUSWAASIYDE |enjoe
0} Jab.ie} pauue|d
w0l uoneiaaq

9102/510¢2
JuBWaAaIYyoe [en)oy

alnjonuselju| SeoIAIeg Jojep

9102/5102

}ab.e) pauue|d

S102/¥1L02
juswaalyoe

lenjoy

Jojeaipul
aouewLIoLad

swuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year



PART B | PERFORMANCE INFORMATION

-auljadid ayy jo Buizis

ay) 0} sabueyod asinbai

Aew spuewap Jajem 0}
sjuawisnipe juadal ‘uolippe
u| “‘pasijeul} usag jou sey
SO E}-JO [BI0JBWIWOD By} JO}
syuswalinbal Buipuny abpLq
/deb Buipuny ay} ssaippe

0] suondo Buissasse
ABajeuys Buipuny ay |

panoidde sinpayos pue .
‘paijiienb-aid si0}oBIUOY .
paysiigeiss
sjuswadinbal pue .
‘pasiIaApe
SJOJOBJIIUOD U0} Y o
adoos pawuuod
‘0')'1 panss| Jodal
ajepdn ubisap Jopua]

panaiyoe
JOU BJ9M SBUO)Sa|IW
pauueld Buimojo} ay

"SJUBIWOD
pue mainal 1o} (4AAF) winio4
I8N\ JUIO 8y} 0} panss|
uaaq aney sjuswaaibe
A|ddns Ja1em ay |

gz aseyd 109loid
juswdojanaq 824n0say
JB1BMA JBAIY SUBlIO

Mo[aq pajeolpul ssaiboid
8y} yim uonejuswajduwi
Jspun sjosfoid uoney

‘ue|d souewlopad

[enuue 91/SL0¢ 8y} 40
uonedwod ay) buunp
paniwo Ajsnosuois

sem (109loid Jarepn
ngnAwizjy “a°1) 108loud suQ

uonejuswa|dwi
Japun sjoafoud

uonejuawaldwi
Japun sjoafoid uoneyuswbne

- - -uswibne mau g Jo |e)o} uonejuswbne mau g MBU JO JaquinN /€
‘sanjlunyoddo
gol ay} jJo aseaiou| ay} s109foid uonejuswbne
ul Bunnsas pasn aiom pajeald alom saniunuoddo ybnouy} payeald
Spoyjew aAIsusiul JnogeT €28 | AquanQ qol €28 ¥ 40 [e0} ¥ selunyoddo qof 000 € | senunuoddo qof jo JequinN oze

SuOljeliAsp uo Juswwo)

910¢/510¢ 40}
JuswaAaIyoe |enjoe 0] 1abie)

pauueld wouj uoneireq

9102/51L0¢
JusWaA8Iyoe [enjoy

9102/510¢ 1961e) pauueld

Jojeoipul
aouewlousad

swuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

‘uone|dwod

salinbal jey; pasiel
sanss| Ma) e yum abeys
padueApe Ul S| uonjesijeuly
10BJ1U0D "S8oINIBS |eba
SMA pue V101 usamiaq
pasijeul} 8q 0} aney
sjuswoalbe |ebs| aoIAIeS

‘panoidde snpayos pue .
‘paiyijenb-aid si0}0BU0D) .
paysiigejse
sjuawadinbal pue .
‘pasiuanpe
SJOJOBIIUOD U0} Y o
2doos pawuuod
10 W8} Ul panssi podal
ajepdn ubisap Japua]

panaiyoe
10U BJ9M SBU0}SA|IW
pauueld Buimojjo} ay

‘umelpyum sem 109foud ayy
Bunuaswajdwi Joj aAoa.Ip
V101 8y} se pasijeuy

Buraq osje aJe juswabuelie
[enjoeljuod ay| "pazijeul
Bulaq s1 ssao0ud uonisinboe
S} pue paluspl ussq sAey
soladold pajoaye ay|

Qe aseyd 109foid
juswdojanaq 924nosay
IS JBAIY SUBlIO

Jeak jeloueuly
ay) Jo pus ay} je pouad
uoesadQ [el] a8y} wodj

a|gejieAe aq 0} pajoadxa S|
Jajem pue ‘(uonesadQ 40}
Apeay "o'1) 9102 AInr st 8jep
uona|dwod payosfoid ay |

SuOljeliAsp uo Juswwo)

panss| Jodal

Buroyuow BuluoISSILIWOD
|enued :uonels dund .

‘PoRiwgns

yodal pouad uoneayou
sjo9je( :Buledid .

panaiyoe
JOU BJ9M SBUO)Sa|IW
pauueld Buimojo} ay

910¢/510¢ 40}
JuswaAaIyoe |enjoe 0] 1abie)

pauueld wouj uoneireq

"a19|dwoo

%G6 uonels dwnd ayy ypm
pie| uaaq sey auladid wy
0% ®Y} JO WY 9'6¢E 4O [e)0} Y

9102/51L0¢
JusWaA8Iyoe [enjoy

Oz aseyd 109fold
juswdojanaq 824nosay
IS JBAIY SjUBlIO

9102/510¢ 1961e) pauueld

Jojeoipul
aouewlousad

swuwelboid-gng

71

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

‘uoneJado |eLy Buunp
paluap! 818M YdIym suop
8 0} pey sliedal swWog

"PBABIYOE JOU SEM
81e01}ILI90 JaAo Bupe) ay |

‘910¢

Aey\ Joj pauue|d 810111180
JaA0 Bupey ayy yum Buiobuo
ale siieday "uonesado

lew; Buunp suijadid sy

UO palljuspl alam s}oajep
awos ‘A|geljal Joyem
BuleAldp si pue paje|dwod
usaq sey wajsAs ay} Jo
uoIdNIISU0d 8y} ybnouyyy

| eseyd
uonejuawbne JaAlY O[ONON

‘uons|dwod

salinbal jey; pasiel
sanss| Ma) e yum abeys
padueApe Ul S| uoljesijeul)
10BJ1U0D "S82INIBS |eba
SMA pue Y101 usamiaq
pasijeul} 8q 0} aAey
sjuswoalbe |ebs| aoIAIeSg

‘panosdde snpayos pue .
‘Paysligelss
sjuswadinbal pue .
‘2doos pawLjuod
'0')'l panss| Jodal
ajepdn ubisap Japua]

panalyoe
10U BJ9M SBUO}SA|IW
pauueld Buimojjo} ay

‘umelpyum sem j09foud ayy
Bunuswajdwi Joj aAoalIp
V101 8y} se pasijeuy

Buraq osje aJe juswabuele
[enjoeljuoD ay| pazijeul
Bulaq s1 ssao0ud uonisinboe
8} pue paluspl ussq sAey
soladold pajoaye ay|

4z aseyd 109foid
juswdojanaq 924nosay
IS JBAIY SjUBlIO

‘uonajdwod

saJinbai Jey} pasiel
SaNss| Maj e yim abels
paoueApe Ul S| uoiesijeul}
10BJU0D "S92INIBS [ebaT
SMQ PuUe Y1D1 ussmieq
pasijeul} ag 0} aAey
syjuaswoalbe |ebs| aoIAIeg

SuOljeliAsp uo Juswwo)

‘pancisdde snpayos pue .
paysiiqeise
syuswadinbal pue .
adoos pawuuod
‘0')'I panss| Jodal
ajepdn ubisap Joapua]

panaiyoe
JOU BJ9M SBUO)Sa|IW
pauueld Buimojo} ay

910¢/510¢ 104

JuswaAaIyoe |enjoe 0] 1abie)

pauueld wouj uoneireq

‘umelpyum sem 109foud ayy
Bunuaswa|dwi Joj aAdalIp
V101 8y} se pasijeuy

Buraq osje aJe juswabuele
[enjoeljuod ay| "pazijeul
Bulaq sI ssaooud uonisinboe
8} pue paluspl ussq ey
saipadoud pajoaye ayl

9102/51L0¢
JusWaA8Iyoe [enjoy

3z aseyd 109loid
juswdojanaq 824nosay
IS JBAIY SjUBlIO

9102/510¢ 1961e) pauueld

Jojeoipul
aouewlousad

swuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

panaiyoe jebie |

pansiyoe 18bie |

‘sioyoue 1s8) J pauueld ay}
40 1N0 G jO uone|eisul sayp ul
pajnsal sioyodue 1sa} Jsiiy JO
sjnsas ay] ‘Aemuspun os|e
S| uleund 1noub Jo uone|eisul
ay] ‘Aemuspun sioyoue
|euonesado jo Buunoejnuew
pue uonesedaid ayy yum
paja|dwod sem sloyoue

1S9} jJO uonejjesul o8y |

we(q aJow|azeH jo Buisiey

pajuswa|dwi si Juswialaq
aJoym swep Jo JaquinN

8¢

‘pasifeul) Buiag IS si aul|
aseyoind ay) se pasijeul
8( 10U P|NOD SIanewW pue

"pasijeu
8( 10U P|NOD SlayeW pue

suonebsaAul [eoluUyoa)096
8U)} Jo uonesijeuly sy Jsye
1IN0 paLled 8q ||IMm jey)
sjuswisnipe Jouiw maj e
UlM pasijeul} usaq aAey
sBuimesp ubisep ay |

108014 Jo1epA NGNAWIZIA

",10¢

Jaquiadaq Aq pajeidwod aq
0} pauueld si podas Buidoos
8y} pue uoyeoldde v|3 8yL
"VI3 @y} jo ued se papnjoul
aq 0} s|ieyep Ajddng Jamod
WIoYs3 JO uoissiwgns aje|
8y} 0} anp pakejep sem siy |

SuOljeliAsp uo Juswwo)

'vaa
0} paplwgns Yodal |3 -

panaiyoe
10U BJ9M BU0)Sa|IW
pauueld Buimojo} ay

910¢/510¢ 40}
JuswaAaIyoe |enjoe 0] 1abie)

pauueld wouj uoneireq

'v3q Aqg pajuesb usaq sey
uonebnsaul |eoluyos30ab
Buipuelsino yym paasoud 0y
V.10l 9y} Jo} [earosdde ay |

9102/51L0¢
JusWaA8Iyoe [enjoy

v aseyd
uoneuswbne JaAry O|oM)ON

9102/51 0z 1961€) pauueld

Jojeoipul
aouewlousad

swuwelboid-gng

73

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

‘Aejap ayy ul
pa)NsaJ Sidjlew |enjoeiuU0d
pue inoge| ‘AJaAljap |elayew

0} spsebal y)m sjuies}suod

SuOljeliAsp uo Juswwo)

‘PAASIYOE JOU SEM
9)010uU09 ,Ww99| 6/ Buioeld
10 2u0)s9Iw pauueld ay |

910¢/510¢ 40}
JuswaAaIyoe |enjoe 0] 1abie)

pauueld wouj uoneireq

paje|dwod usaqg sey
99140 O\ d Jo} suopeoldde
papiwgns jo bunsijuoys

‘9)9|dwod
%G8 S! juswysiigelss a)ls

‘a19|dwod

%86 S! (VI dU} SB TVUNVS
Upm) /N JO UOONIISU0D 8y |

‘padojanap bBuiaq yoeoidde
Bunoesuod pughAy e
Buunooud 1o} uoneusWNOOP
3} Y)IIM pasuswiwod usaq
sey [spow uonejuawa|dwi
aAneuls)e panoidde ayy

10 uonejuswsa|dwi ay |

9102/51L0¢
JusWaA8Iyoe [enjoy

[lem
weq welmuel) Buisiey

9102/510¢ 1961e) pauueld

Jojeoipul
aouewlopad

swuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

"109(oud ay) uo

[eldewW ||i} %904 Jo Juswainoo.d
ay) se ||lam se a)is uo ssalboud
8y} paJapuly se noge|

jesouab Bunuiodde ui sAejep
ay] :we( saiddoyspooy

‘sjsaJun
Jnoge| 0} anp paoualiadxe sem
Aejop v :abelieg yupspue|g

109(oud ayy

uo (ddv) uoslad [euoissajold
panosddy 8y jo Ajjigejieaeun
8y} 0} anp 1SO| Sem syjuow
9aJy] :we(q uiduopjjey

(ebeuieg

suonejnbal
Aiajes wep 198w 0}

weq Bumueleq |
pue weq lusweAupy
‘weq Yupdwolg Jesk
[eloueul GL/yL0C
Bunp pajs|dwoo
Buimojioy ayy yIm 5002
ul pauers swwelboid
ay) souls paje|dwoo

suole|nbal Ayajes wep

‘Juswdinba uonoNJISUOD ‘syoefoud | jauq "o'1) paye|dwoo 1eah Jad pajsjdwod s109foid uoneyigqeyal 198W 0] uoneyljigeyal

0} ebewep o0} anp }so| sem | uoneyigeyas Aajes | 108loid uoneyjigeyas | sjosfoid uoneyjiqeysl Ayajes wep gg Jo Japun sjoafoid Ayajes
syjuow aauy] :we( || doyjeep wep  Aq Jepun Aajes wep | Aajes wep g [B}0} @AlE|INWINYD wep Jo JaquinN 6E

‘uoseas awuwelbold

OAI}S9) U} JO }NSal B Se SIS uoneyligeyay Alejes

UOI}ONJISUOD BY} JO 8INSO[D pajeald weq ay} ybnouyy

ay) Buunp apew aq p|nod sanunuoddo | asem saniunuoddo paieald sanunuoddo
sjuswjulodde [euonippe oN qol LG Ag Jepun gofoLz | senunpoddo qol L9z saunpoddo qol 67| qgofl jo JequinN pze

SUONBIASP UO JusWwwo)

9102/S10¢ 104
JusWaAsIyoe [enjoe
0} Job.e) pauueld
woJj uoneiraqg

S90IN0SaY J8)eA\ Jo uonesadQ

9102/510¢
JUBWIBABIYOE. [BNnjoy

910¢/Sl0C
106.e) pauue|d

G1L0c/vL0c
JusWaA8Iyoe [enjoy

Jojeoipul souew.Iopad

awuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year



PART B | PERFORMANCE INFORMATION

(@8N [eNUBD B
J9)1sN|D uleiseq 'o'l)

pasijeuly useq aAey

(SdINvV 840 2)

sawayos
J9)eM JusWUuIBA0b 10}
sue|d juswabeuew
19sse 9y} JO

sSalaYos Jajem
juswulanob Joy sueld
swabeuew jasse Jo

panaiyoe jabie | panaiyoe 1abie | SV J81snp g uone|dwod %Gz - | uons|dwod abejusdiad 7
pale|dwod uonoas
| :[BUBD WO0O0J}S}8Y9}0d
‘sjeued doysog
pue JoodsAs|pul peje|dWod suonoas
‘apisaye je G :Jeued uIBlUOPBIA
"JusWINIOa) pue juawalnoold pajo|dwoo
0] anp ssalboud yym alam syo9loud pa1o|dwoo suonoas
pa|bbnas Ajjeniul uonon)suo) aouehanuod 9 :uoodsAs|pul pajej|igeya.
‘'swiajqoud jeuonesado sjoefoud syoefoud paleljigeya. (suonoas "a°1) syoaloid
dVSTYA 01 anp pajoaye aouefanuod aouehanuod (suonoas) syosloid :Alsweu aoueAanuod Jayem
aJom sjoaloid uisyuopelA Jarem g Aq Japun J9}em ¢ JO [e10} Y | @ouehaAuod Jajem z| | pale|dwod suonoss gl 10 Jaquinu |ejo | oY

ISP UO Juswwo)

9102/510¢ 104
JusWaAsIyoe [en)joe
0} Job.e) pauueld

woJj uoneiraqg

9102/510¢
JUsWaASIyoe [enjoy

$82IN0SaY J9)epA JO

910¢/Sl0C
106.e) pauue|d

G1L02/vL0cC
JUsWaA8IYoe [en)joy

Jojeoipul souewIopad

awuwelboid-gng

Vote 36: Department of Water and Sanitation

Annual Report for 2015/16 Financial Year




PART B | PERFORMANCE INFORMATION

4.3.5 Strategy to overcome areas of under performance

The department will implement the social component (i.e. phases 2D, 2E and 2F) of the Olifants River Water
Resources Development project internally. The project schedules for these phases have been developed and
the engagements with the PSP to fast track the project underway. The pipeline route has been identified with the
intention to finalise stakeholder consultation along the route. The department is implementing an acceleration
programme that will ensure the completion of the dam safety during the 2016/17 financial year.

4.3.6 Changes to planned targets

One project (i.e. Mzimvubu Water Project) was erroneously omitted during the compilation of the 2015/16 annual
performance plan, as there was a budget allocation for the project, the progress is included in the 2015/16 annual
report.

4.4  Programme 4: Water and Sanitation Services

4.4.1 Programme purpose

The purpose of the programme is to develop, rehabilitate and refurbish raw water resources and water services
infrastructure to meet the socio-economic and environmental needs of South Africa.

4.4.2 Sub-programmes

Water and Sanitation Services Support provides strategic leadership overall management of the programme.

National Sanitation Services supports the development of infrastructure for sanitation services for improved
quality of life.

Water Sector Support provides for the implementation of rainwater harvesting tanks and financial support to
resource poor farmers including sector guidance, best practice and innovation on sustainable water provision
and sanitation services.
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4.4.5 Strategy to overcome areas of under performance

As the department is phasing out the use of implementing agents which were the main contributors for the
under achievement of the bucket eradication milestones, alternative delivery mechanisms are being explored
that will include using contractors and dedicated project management capacity to manage the projects. In
addition, a bulk infrastructure plan will be developed to ensure a coordinated implementation of water supply
and sanitation. In addition, alternative technology options will also be employed to address some of the
physical infrastructure challenges. As of 2016/17, the Rural Household Infrastructure Grant is now gazetted
as a direct grant which implies close monitoring of the projects with municipalities to ensure the successful
completion of the projects.

4.4.6 Changes to planned targets

There were no changes made to the annual targets during the period under review.

45 Programme 5: Water Sector Regulation

4.5.1 Programme purpose

The purpose of the programme is to ensure the development, implementation, monitoring and review of
regulation across the water value chain in accordance with the provisions of the National Water Act (1998)
and the Water Services Act (1997).

4.5.2 Sub-programmes

Water Sector Regulation Management and Support provides strategic leadership and overall management
of the programme.

Compliance Monitoring coordinates and monitors compliance to standards, license conditions and
regulations across the full water value chain.

Economic and Social Regulation ensures that pricing is efficient and cost reflective, achieves value
for money for consumers and, where appropriate, that trade-offs are made between the cost, quality and
sustainability of services, focusing on developing finance and pricing strategies.

Enforcement ensures that set of actions (administrative, criminal) are taken against non-compliance.

Institutional Oversight involves institutional governance and oversight of all water institutions, and facilitates
their establishment and development.

Water Use Authorisation and Administration enables equitable access to water use using various
regulatory instruments.

Water Supply Services and Sanitation Regulation regulates provision of drinking water and the
management of wastewater.
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5 PERFORMANCE INFORMATION OF WATER TRADING ENTITY
PROGRAMMES

The Water Trading Account was established in 1983 to separate departmental revenue collected through the
sale of bulk water and related services from appropriated funds. The trading account was amended by the
Public Finance Management Act (Act No 1 of 1999), under which it became the Water Trading Entity in 2008.
The rationale was to create an entity that would manage the recovery of usage costs to ensure the long term
sustainability of South Africa’s water resources.

The entity has two components: water resources management and infrastructure management. The water
resources management component oversees the management of water quality, conservation and the allocation
of water through catchment management agencies. The infrastructure component oversees the operations and
maintenance of existing water infrastructure as well as the development of new infrastructure.

The entity’s strategic goals over the medium term are to:

» establish appropriate governance structures;
» strengthen financial management;

» build organisational capacity to ensure that the entity operates economically and efficiently and provides
water in an equitable and sustainable manner.

5.1 Financial Management

Purpose: ensures the efficient management of daily financial operations, processes and systems for the
infrastructure and proto-CMA components.

5.2  Proto-Catchment Management Agencies

Purpose: provides for the protection, development, use and management of the resources at water management
area level.
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5.2.3 Strategy to overcome areas of under performance

The areas of underperformance have been incorporated in the 2016/17 financial year.

5.2.4 Changes to planned targets

There were no changes made to the annual targets during the period under review.

6 TRANSFER PAYMENTS

6.1

Name of Public Entity

Services rendered by

the public entity

Transfer payments to public entities

Amount
transferred
to the public

entity

Amount
spent by the
public entity

Achievements of the

public entity

Umgeni Water Board Water Infrastructure 279 140 279 140 | This is an on-going
development project which will be
completed in coming
years
Magalies Water Board | Water Infrastructure 150 000 150 000 | This is an on-going
development project which will be
completed in coming
years
Sedibeng Water Board | Water Infrastructure 203 548 115952 | This is an on-going
development project which will be
completed in coming
years
Amatola Water Board Water Infrastructure 169 060 45000 | This is an on-going

development

project which will be
completed in coming
years
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6.2

Name of
transferee

Type of
organisation

Purpose for which
the funds were
used

PART B | PERFORMANCE INFORMATION

Did the
dept.
comply
with s 38
(1) () of
the PFMA

Amount
transferred

GLI)

Transfer payments to all organisations other than public entities

Amount
spent
by the
entity

Reasons for the
funds unspent
by the entity

WSOS Municipalities | Refurbishment Yes 452 915 | 152465 | Programme is
and operation and still on going
maintenance until end June

2016
MWIG Municipalities | Upgrading of Yes 1803932 | 850342 | Programme is
infrastructure still on going
until end June
2016
RHIG WSA To build on site Yes 48 182 25539 | Programme is

sanitation in
areas where
bulk dependent
services are not
viable

still on going
until end June
2016
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7 CONDITIONAL GRANTS

71 Conditional grants and earmarked funds paid

Tabulated below are each of the conditional grants and earmarked funds paid by the department.

Table 5: Bucket Eradication Programme Grant (Schedule 6B)

Department/Municipality to whom the grant has

All ion in-ki
been transferred ocation in-kind

Purpose of the grant To provide funding for the eradication of bucket
sanitation.

Expected outputs of the grant 29 594

Actual outputs achieved 1838

Amount per amended DORA (R’000) R 975 399

Amount transferred (R'000) -

Reasons if amount as per DORA not transferred R 975 399

Amount spent by the department/municipality -

(R000)

Reasons for the funds unspent by the entity -

Monitoring mechanism by the transferring Sanitation regional managers monitor the projects on
department a daily basis with national sanitation monitoring on a

monthly and quarterly basis.
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Table 6: Municipal Water Infrastructure Grant (Schedule 5B)

Department/Municipality to whom the grant has

been transferred

Various municipalities

Purpose of the grant

To facilitate the planning, acceleration and implemen-
tation of various projects that will ensure water supply to
communities identified as not receiving a water supply
service.

Expected outputs of the grant

Number of household provided with interim or basic
water supply.

Actual outputs achieved

A total of 34 816 households were supported through
both schedules of the grant.

Amount per amended DORA (R’000)

R 1803 932

Amount transferred (R’000)

R 1803 932

Reasons if amount as per DORA not transferred

Allocation fully transferred.

Amount spent by the department/municipality
(R'000)

R 850 342

Reasons for the funds unspent by the entity

Municipalities are allowed to spend funds within their
financial year which run until end of June, so there is
no under spending as municipalities are still within their
financial year.

Monitoring mechanism by the transferring
department

Monthly expenditure reports, site meetings and quarterly

performance evaluation reports.

Annual Report for 2015/16 Financial Year

Vote 36: Department of Water and Sanitation



PART B | PERFORMANCE INFORMATION

Table 7: Municipal Water Infrastructure Grant (Schedule 6B)

Department/Municipality to whom the grant has

been transferred

Purpose of the grant

Various municipalities

Tofacilitate the planning, acceleration and implementation
of various projects that will ensure water supply to
communities identified as not receiving a water supply
service.

Expected outputs of the grant

Number of household provided with interim or basic
water supply.

Actual outputs achieved

A total of 34 816 households were supported through
both schedules of the grant.

Amount per amended DORA (R’000)

R 591729

Amount transferred (R’'000)

R 546 256

Reasons if amount as per DORA not transferred

Delays in the appointment of implementing agents and
contractors resulted in implementation starting late to the
schedule hence some funds were unspent.

Amount spent by the department/municipality
(R’000)

R 546 256

Reasons for the funds unspent by the entity

Delays in the appointment of implementing agents and
contractors resulted in implementation starting late to the
schedule hence some funds were unspent.

Monitoring mechanism by the transferring
department

Monthly expenditure reports, site meetings and quarterly
performance evaluation reports.
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1 AUDITOR-GENERAL'S REPORT: PREDETERMINED
OBJECTIVES

The Auditor-General of South Africa (AGSA) currently performs certain audit procedures on the performance
information to provide reasonable assurance in the form of an audit conclusion. The audit conclusion on the
performance against predetermined objectives is included in the report to management, with material findings
being reported under the Predetermined Objectives heading in the report on other legal and regulatory
requirements section of the auditor’s report.

Reference is made to the AGSA report for Vote 36, Paragraph 1 to Paragraph 41, set out on pages 194 to
199 in Part E: Financial Information of this annual report.

2 OVERVIEW OF DEPARTMENTAL PERFORMANCE

2.1 Service Delivery Environment

The department’s services for the year under review were consolidated under three (3) strategic outcome
oriented goals. The country and the region experienced below normal rainfall during the 2015/16 summer
rainfall season resulting in the meteorological, hydrological, socio-economic and agricultural drought. These
conditions negatively impacted the water sector across the value chain with a number of district and local
municipalities within six (6) provinces having drought declarations during the period under review. A number
of measures had to be implemented to mitigate the drought impact for the water sector. To a certain extent,
this affected the department’s performance in achieving its strategic outcome oriented goal as summarised
below:

An efficient, effective and development oriented sector leader

In improving and increasing the skills pool in the department, a total of 65 graduate trainees were added to
the learning academy with 57 placed into candidate positions as a result of an increased budget and higher
than expected placement rate. In addition, a total of 172 posts were filled additional to the establishment with
41 filled out of the occupational specific dispensation.

For its strategic objective of ensuring effective and efficient control environment, the department’s performance,
in compliance with the Management of Performance Assessment Tool (MPAT) declined by 9% compared
to the previous year as partial compliance with the standard requirements was attained. The department’s
performance improved in the reduction of debtor days as the engagements with the National Treasury and the
Department of Cooperative Governance on ring-fencing the equitable share to offset raw water debt yielded
positive results.

For its strategic objective ofimplementing programmes that create job opportunities over 8 000 job opportunities
were created through implementing infrastructure projects and rural intervention programmes during the year
under review. Although labour intensive methods were used resulting in the creation of job opportunities from
the regional bulk and water resource projects, delays in the commencement of certain projects within the
municipal water infrastructure and dam safety rehabilitation programmes negatively affected the creation of
additional job opportunities.
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Equitable and sustainable water and sanitation services

For its strategic objective of increasing sustainability in water provision, the various planning related milestones
were affected by inter alia contractual and procurement finalisation delays; reallocations of funds from certain
projects to drought interventions and labour unrests within certain dam safety projects.

For its strategic objective enhancing provision of basic sanitation, the non-availability of bulk infrastructure
in certain areas and cash flow challenges experienced by certain implementing agents resulted in the non-
completion of certain projects.

For its strategic objective of equitable water allocation, the implementation of the department’s turnaround strategy
yielded positive results as the finalisation of water use authorisations improved as compared to the previous
years during the period under review. The validation and verification of water users within water management
areas however, was not conducted as delays in finalising the procurement processes were experienced.

For its strategic objective of improving water use efficiency the lack of dedicated water conservation and demand
management funding within municipalities resulted in the reduction of 2% within the large water supply systems.

Protection of water across the value chain

For its strategic objective of developing strategies for water and sanitation management, the department
developed the draft economic and social regulation strategy. The gazetting of the raw water pricing strategy that
provides the framework for the pricing of raw water use and section 10 of the norms and standards for public
consultation delayed the completion of the economic and social regulation strategy.

The department’s performance was above average for the enhanced regulatory compliance strategic objective as
follow-ups and a concerted effort on the verification of the industry and agriculture sectors yielded positive results
within the dam safety evaluations and monitoring of water users for compliance. Performance assessments were
conducted in water supply systems to assess compliance with drinking water standards.
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Table 8: Regional Bulk Infrastructure Grant (Schedule 6B)

Department/Municipality to whom the grant has Various municipalities

been transferred

Purpose of the grant To develop new, refurbish, upgrade and replace
ageing infrastructure that connects water resources to
infrastructure serving extensive areas across municipal
boundaries or large regional bulk infrastructure serving
numerous communities over a large area within a
municipality. To develop new infrastructure, refurbish,
upgrade and replace ageing waste water infrastructure
of regional significance. To pilot regional Water Demand
Management and Water Conservation projects or facilitate
and contribute to the implementation of local Water
Demand Management and Water Conservation projects
that will directly have an impact on the bulk infrastructure
requirements.

Expected outputs of the grant Number of projects completed

Actual outputs achieved 11 projects completed

Amount per amended DORA (R’000) R 4 857 654

Amount transferred (R’000) R 4 857 654

Reasons if amount as per DORA not transferred | None

Amount spent by the department/municipality R 4 857 654

(R000)

Reasons for the funds unspent by the entity Budget fully spend

Monitoring mechanism by the transferring Monthly expenditure reports, site meetings and quarterly
department performance evaluation reports.
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Table 9: Rural Household Infrastructure Grant (Schedule 5B)

Department/Municipality to whom the grant

has been transferred

Various municipalities

Purpose of the grant

To provide specific capital funding for the reduction of rural
sanitation backlogs and to target existing households where
bulk-dependent services are not viable.

Expected outputs of the grant

4 589

Actual outputs achieved

A total of 3 708 households were supported through both
schedules of the grant

Amount per amended DORA (R’000) R 48 182
Amount transferred (R’000) R 48 182
Reasons if amount as per DORA not -
transferred

Amount spent by the department/ R25 539

municipality (R’000)

Reasons for the funds unspent by the entity

Late appointment of contractors by municipalities.

Monitoring mechanism by the transferring
department

Monitoring by sanitation regions on a monthly basis and by
Head Office on a quarterly and annual basis.

Table 10: Rural Household Infrastructure Grant (Schedule 6B)

Department/Municipality to whom the grant

has been transferred

Allocation in-kind

Purpose of the grant

To provide specific capital funding for the reduction of rural
sanitation backlogs and to target existing households where
bulk-dependent services are not viable.

Expected outputs of the grant

4022

Actual outputs achieved

A total of 3 708 households were supported through both
schedules of the grant

Amount per amended DORA (R’000)

R 67 328

Amount transferred (R’000)

R 19 200

Reasons if amount as per DORA not
transferred

Slow delivery by contractors

Amount spent by the department/
municipality (R’000)

Not applicable

Reasons for the funds unspent by the entity

Slow delivery by contractors

Monitoring mechanism by the transferring
department

Sanitation regional managers monitor the projects on a daily
basis with national sanitation monitoring on a monthly and
quarterly basis.
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Table 11: Water Services Operating Subsidy Grant (Schedule 5B)

Department/Municipality to whom the grant

Various municipalities
has been transferred P

Purpose of the grant To subsidise, refurbish and restore the functionality of water
services schemes previously owned and/or operated by the
Department of Water and Sanitation or by other agencies on
behalf of the department.

Expected outputs of the grant Number of transferred schemes refurbished.

Actual outputs achieved 53 transferred schemes were undergoing refurbishment.
Amount per amended DORA (R’000) R 452 915

Amount transferred (R’000) R 452 915

Reasons if amount as per DORA not Allocation fully transferred.

transferred

Amount spent by the department/ R 152 465

municipality (R'000)
Reasons for the funds unspent by the entity | Municipalities are allowed to spend funds within their financial
year which run until end of June, so there is not under spending
as municipalities are still within their financial year.

Monitoring mechanism by the transferring Monthly expenditure reports, site meetings and quarterly
department performance evaluation reports.

7.2  Conditional grants and earmarked funds received

There were no conditional grants and earmarked funds received for the period 1 April 2015 to 31 March 2016.

8 DONOR FUNDS
There were no donor funds received for the period 1 April 2015 to 31 March 2016.
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9 CAPITAL INVESTMENT

9.1 Capital investment, maintenance and asset management plan

Infrastructure projects 2015/2016 2014/2015
Final Actual (Over)/ Final Actual (Over)/

Appropriation | Expenditure Under | Appropriation | Expenditure Under
Expenditure Expenditure

New and replacement 6 696 615 6 702 206 -5 591 5586 924 3877716 1709 208
assets

Existing infrastructure 869 105 842 976 26 129 641616 579 726 61 890
assets

Upgrades and 470 885 393 621 77 264 79 883 76 324 3559
additions

Rehabilitation, 380 020 360 130 19 890 444 516 414 346 30170

renovations and
refurbishments

Maintenance and 90 200 89 224 976 117 217 89 056 28 161
repairs

Infrastructure transfer 4 046 209 4023 253 22 956 3 066 644 3066 742 -98
Current 90 200 89 224 976 117 217 89 056 28 161
Capital 11521729 | 11479 211 42 518 9177 967 7435128 1742839
Total 11611929 | 11 568 435 43 494 9 295 184 7524 184 1771000
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1 INTRODUCTION

The department’s commitment to maintain the highest standards of governance is fundamental to the
management of its public finances and resources. In assuring the users that the department has good
governance structures in place to effectively, efficiently and economically utilise the state resources which are
funded by the tax payers, below is the governance report for the period under review.

2 RISK MANAGEMENT

The Department established a new Chief Directorate responsible for Governance, Risk and Compliance
within the Office of the Director General.

The various risk management, internal control and internal audit units operating within the department were
all relocated to the new chief directorate and reorganized to ensure better coordination, cooperation and
efficiency.

During this period, the department developed a new risk management strategy, risk management policy, risk
management framework and conducted risk assessments within the various programmes of the department.

Resulting from the risk assessments, the internal audit coverage plan was realigned to focus on the new
identified risks.

3 FRAUD AND CORRUPTION

The Department has an approved Fraud Prevention Plan which outlines the Department’s position towards
fraud and corruption and reinforces existing systems, policies, procedures, rules and regulations of the
Department aimed at deterring, preventing, detecting, responding to and reducing the impact of fraud and
corruption. The Fraud Prevention Plan was approved on 02 March 2016 and was developed after taking into
account the fraud and corruption risks that were identified during the fraud and corruption risk assessment.
Itis an overall plan setting out how the Department will endeavour to reduce fraud and corruption. It also aims
to confirm that the Department supports and fosters a culture of zero tolerance to fraud and corruption in all its
activities. It covers aspects such as the relevant role players, special initiatives to root out fraud, highlighting
red flags, setting out details of the fraud response plans and actions to be taken.

A National Anti-Corruption Hotline (NACH) was set up for the Public Service by the Public Service Commission
(PSC) to ensure that all cases of fraud and corruption are reported centrally and re-directed to the Departments
for investigation. The Department, after investigating the allegations, provides feedback to the Public Service
Commission on how the matter was handled.

Officials also have an option of reporting all incidents and allegations of fraud and corruption to Internal Audit
Unit to initiate investigations and provide a written report to the Director-General and the Senior Management
of the Department. All managers are responsible for the detection and prevention of fraud and corruption and
must report all such incidents and allegations to Internal Audit.

In line with the Protected Disclosures Act, 26 of 2000, it is the Department’s policy that:

* An employee who reports suspected fraud and corruption may remain anonymous should he/she so
desire.
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* He / she will not suffer any penalty or retribution for good faith reporting of any suspected or actual
incident of fraud and corruption which occurred within the Department.

All allegations of fraud and corruption are pursued through an investigation and to the fullest extent of the law,
including the consideration of the following:

» Taking disciplinary action within a reasonable time;
 Instituting civil action to recover losses;
* Reporting the matter to the law enforcement agencies;

* Any other legal remedy.

4 MINIMISING CONFLICT OF INTEREST

In an effort to minimise the conflict of interest within supply chain management, the members of all procurement
committees (namely the departmental bid adjudication, the regional bid adjudication, the sub-bid adjudication
and the evaluation committees) disclose their interests or lack thereof in every meeting attended.

If any committee member declares an interest, they are excused from the procurement process and in
instances where any member does not declare but is found to have interest, their influence is investigated
and disciplinary action is taken against the said member.

In addition, every financial year, the department requires all officials to declare companies where they have
interests. Also, suppliers that conduct business with the department are required to submit their declaration
of relations with departmental and public service employees.

In line with the DPSA requirements, all departmental senior management service is required to submit
financial disclosure forms to the DPSA. In addition to the financial disclosures required from the department’s
senior management service (SMS), financial declarations for all non-SMS officials are submitted to the
Demand Management unit.

The Department of Trade and Industry (DTI) has given the department access to the CIPC site to verify
company members of the successful bidder if the BBBEE points claimed are correct.

5 CODE OF CONDUCT

The department has a supply chain management code of conduct that is signed by SCM official, the
Departmental Bid Adjudication Committee and its sub-committees namely, the regional bid adjudication and
sub bid adjudication committees.

6 HEALTH SAFETY AND ENVIRONMENTAL ISSUES

The Department has appointed all Deputy Directors-General, including the CFOs and heads of departmental
provincial offices to be responsible for the Occupational Health and Safety; which is in line with section 16.2
of the Occupational Health and Safety Act.
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The departmental OHS policy was updated and signed off with the Smoking policy and the PPE Policy
currently under review. The department’'s OHS strategic plan for the period of 2014-2018 has been approved,
with the implementation of OHSAS 18001 system in progress. An OHS risk register has been adopted and
is updated quarterly.

Qualified Safety Officers or coordinators are appointed in all departmental offices to ensure the implementation
of Occupational Health and Safety Act in their areas of responsibility. Other legal appointments such as
Health and Safety Representatives, first aiders, fire fighters are also appointed and trained with regional
health and safety committees established and functioning.

Routine inspection, risk assessments and internal OHS audits are conducted and reports sent to responsible
people for corrective actions. The departmental National Occupational Health and Safety Committee meets
quarterly to discuss OHS matters and come up with solutions. Minutes and quarterly reports are sent to the
Accounting Officer and the DDGs for noting and intervention where required.

7 PORTFOLIO COMMITTEES

During the year under review, the department had 35 interactions with parliamentary committees as follows:
22 with the Portfolio Committee of Water and Sanitation (PCWS), 3 interactions with the Select Committee on
Social Services (SCSS); 3 interactions with the Standing Committee on Appropriations (ScoA); 2 interactions
with the Select Committee on Public Accounts (SCOPA); Budget Vote in National Assembly (NA) and National
Council of Provinces (NCOP) and 4 oversight visits.

The matters raised by the committees range from the eradication of the bucket system, regulatory and
ownership and progress on infrastructure and drought interventions.
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Progress and response on some of the issues raised by the committees is tabulated below:

Date of meeting Matters raised by the Response by the department
committee

5 Aug 2015

Land sold separately from
water rights, how do we
address this? How is the
Department related to the
irrigation boards? What is
the role of the CMA?

Review the National Water Act, 1998 by repealing section
25 of the same Act thereby doing away with the transfer
of water use entitlements and therefore water trading. Any
authorized water use including Existing Lawful Use (ELU)
which is not utilized for a period specified by the Minister
should be re-allocated to the public trust managed by the
Minister as the custodian of the national water resources.
The Minister’s discretion to approve water use will be guided
by the needs and requirements of the transformation and
development objectives of the state. The elimination of
water trading and re-enforcing water as public good would
discourage water trading and by extension, would also
curb unjust decoupling of water from the land. There were
279 irrigation boards in 1998, 59 were transformed into
water user associations and 220 are still not transformed.
The Department has the responsibility to oversee these
irrigation boards through their business plan and financial
statements as part of the institutions for water sector.
Section 63(1)(c) of the National Water Act, 1998 (Act No.
36 of 1998), provide the Minister of Water and Sanitation
with the power to delegate certain functions to the CMAs.
As a result, the CMAs can be delegated with the power of
allocation of water use license. CMAs can only allocate
water use license upon receiving the delegation for such
function

29-30 April 2015

Department requested
to submit progress on
the bucket eradication
programme against the
target of 88 127 reported
to the committee. What
is the standardised price
for sanitation as toilets
constructed at a unit
price of R 36 000 is too
excessive.

The Department verified buckets in formal areas which
amount to 58 453. All buckets in the formal areas will
be eradicated by December 2015 the programme is
estimated to cost R975 339 000,00. To date we have
eradicated 28 952 buckets in formal residential areas. The
cost of providing Sanitation is guided firstly by the Human
Settlement subsidy quantum on the provision of a serviced
stand which is costed at R43 000 (Grade A Service) and
R34 000 (Grade B Service) in the 2014/15 Financial year.
This includes the provision of water, sewer, electricity
and roads and stormwater drainage to the property. The
Department also adopted the geotechnical variation
principle from Human Settlements that in the event of hard
rock, difficult soil conditions etc, up to a maximum of 15%
will be afforded to the unit or project based on the soil
conditions encountered.
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Date of meeting Matters raised by the Response by the department
committee

The Rural Household Infrastructure Grant (RHIG) provides
dry, on-site sanitation on average at a cost of R9 500
(Single pit toilet) and R11 500 (Double pit toilet) however,
variations may occur from province to province due to
location of the project (increase in the transport cost) and
the availability of materials which at times will be imported
from other provinces if adequate stock is not available from
local suppliers. With regards to Water Borne Sanitation, the
cost of providing a new toilet structure is between R12 000
and R15 000 each, again depending on the supplier. This
does not include the water and sewer reticulation network
and other direct or indirect cost associated with the project.
However, the Department is in the process of revising
norms and standards with regards to Sanitation provision
in conjunction with the CSIR.

29-30 April 2015

Requested a report
detailing all infrastructure
owned by the department
and the maintenance
thereof.

The department’s National Water Resources Infrastructure
branch (NWRI) is the custodian of a number of assets
which includes dams, canals, pipelines, buildings and road
networks (access roads). A detailed maintenance plan is
being finalised for submission to the Portfolio Committee
subsequent to approval.

29-30 April 2015

Provide a report on
whether the raising of
the Hazelmere and
Clanwilliam dams wall
has taken into account
current and planned

developments in the area.

The raising of Clanwilliam Dam will increase the yield of
the dam to provide water to sustain current development
and additional water for further development of irrigation
and towns in the supply area. The Department did take
the water needs for current and planned developments
into account for the raising of Hazelmere Dam. This was
further investigated during the Environmental Impact
Assessment.

3 June 2015

Provide a complete audit
of all water and sanitation
infrastructure in the
country.

The list of infrastructure in the country.

» 256 large water schemes.

» 320 large dams.

* 8 036 km canals.

* 171 km tunnels.

* 990 km large diameter pipelines.

* 56 pump stations — 211 MW installed capacity.

» 3011 measuring facilities.

» Other infrastructure.

» 28 wastewater treatment works (small, only serves the
housing on the schemes)

» 34 water treatment works (small, only serves the
housing on the schemes)

» 2581 buildings

» Land and servitude approximately 400 000Ha.
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Date of meeting Matters raised by the Response by the department
committee

27 May 2015 How was the department Disposal of waste to landfill is regulated by the National
going to address the Environmental Management Waste Act, 59 (2008)
problem of waste administrated by the Department of Environmental Affairs
formulated by the local (DEA). The DWS provides comments and requirements

governments themselves. | to the Environmental Authorisation through Section
50(3) where the Department has concurrence with
DEA. Compliance against this authorisation is done jointly
with DEA taking the lead. Waste water treatment and
discharge is regulated by the National Water Act, 1998
administrated by the Department. Norms and standards
are regulated and compliance is monitored on a regular
basis by the Department. Annual audits of waste water
systems are also done as part of incentive based regulation
in terms of the Green Drop certification programme.

18 March 2015 Provide a report on The community protests which took place on 15 March 2015
the latest Madibeng was triggered by the water supply shortages experienced
(Jericho and Letlhabile) by the communities within the Madibeng Municipality.
water protest of the However, the Municipality made an effort to inform the
18 March 2015 where community members. The potable water supply system
communities burned a which is supposed to serve both Jericho and Letlhabile
councillor's house and Villages, is the Brits Water Treatment Works (WTW). The
council offices. Brits WTW is designed to produce 60 MI/d of potable water;

however, the daily water demand is estimated at 80Ml/d.
This therefore means there is inadequate water to supply
all the villages served through the Brits WTW particularly
during peak hours and summer season. In order to ensure
sustainable water supply provision, the Department has
the following measures in place:

Medium-term solution: Through the Water Services
Operating Subsidy, (WSOS) funding was made available
for driling and equipping two new boreholes and
construction of four elevated storage tanks. The project
progress is at 95% completion and it is anticipated to be
complete by mid-April 2015. It must be noted that during
the site inspection on 30 March 2015, it was observed that
the newly installed submersible pump was vandalised and
the starter panel stolen. These are some of the things that
delay the project.

Long-term solution: Through the Regional Bulk
Infrastructure Grant, (RBIG) an amount of R381 million has
been budgeted for upgrading the Brits WTW from 60MI/d
to 80MI/d. The Magalies Water Board was appointed as
an implementing agent for the project. The construction
work began in April 2014 and it is anticipated that the
project will be completed by June 2017.
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Date of meeting Matters raised by the Response by the department
committee

9 September 2015

The Minister announced
that the department
would be developing

a R10 billion plant to
deal with acid mine
water. There are new
technologies at a fraction
of the cost that clean mine
water and therefore the
Minister would need to
present to the portfolio
committee on this plant
before the Minister signs
off on it.

A Feasibility Study to identify a long-term solution to acid
mine drainage (AMD) water in the Witwatersrand gold
fields has recommended the use of desalination (reverse
osmosis) technology and beneficial reuse (industrial and/
or potable) of mine water. This strategy will minimise AMD
risks on the environment as well as contribute to ensuring
water security in the Vaal River System. The findings of the
Feasibility Study have indicated that the cost of desalination
infrastructure is estimated at just under R10 billion
(capital base cost at December 2013). This cost, which
is inclusive of infrastructure already put in place as part
of the current AMD emergency works project (short-term
solution), is premised on the establishment of two separate
desalination facilities in the Germiston and Springs areas.
A single desalination facility will be considered which could
result in cost-savings. Whilst it is recognised that there are
new/ emerging technologies which may treat AMD at a
reduced cost, these technologies are not proven on the
scale required to adequately respond to the complexity
of the Witwatersrand AMD situation. Other technologies
have only been proven at pilot scale. As such, the use
of reverse osmosis technology is currently the preferred
technology for desalination as it has been demonstrated
both locally and internationally in high-volume AMD/ sea
water desalination facilities. The Department recognises
the need for continuous improvement in the technologies
applied for AMD treatment. To this, the Department
and the Water Research Commission have earmarked
four new/ emerging technologies for further testing and
development. To ensure an optimised response to AMD
management that seeks to be inter alia, cost-effective,
technologically-efficient and environmentally-sustainable,
three working streams have been established to deal with
policy/ regulation, technology and finance matters.

The outcomes and recommendations of these working
streams, together with findings of the Feasibility Study,
will guide the Department in its long-term strategy for AMD
management in the Witwatersrand gold fields. Accordingly,
the decision taken for the long-term strategy will be in
accordance with best-practices for water resources
management whilst simultaneously ensuring minimal
financial impact on citizens. Interested and affected
parties will have an opportunity to review and comment
on the long-term strategy once the Environmental Impact
Assessment is initiated.
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Date of meeting Matters raised by the Response by the department
committee

1 September 2015

Why the Department
(DHS) under-spent by
R504.1 million on Rural
Household Infrastructure
Grant (RHIG)

The Department was never geared up for infrastructure
projects. There was a shortage of engineers. The gearing
up for capacity took longer than had been expected. The
Department had to make use of two implementing agents-
Imvula Trust and the Independent Development Trust
(IDT). The grant had been given to Imvula Trust, but its
performance had not been satisfactory. Most municipalities
had not received the grant because they did not have
capacity and clean audits. The provinces were also not
geared up for these infrastructure projects.

26 May 2015 Provide an assessment The Recruitment Process as prescribed in the Public
of how employees are Service Regulations and Public Service Act is followed
appointed with the recruitment of employees in the Department of

Water and Sanitation
22 May 2015 Pollution of the Swartkop The Department has issued a series of directives to Nelson

river by the sewage, what
is the Department doing to
address that?

Mandela Bay Municipality (NMBM) (from November 2011
onwards) to which (NMBM) responded and presented an
acceptable action plan.

23-24 July 2015

Provide a progress
report Nandoni to Giyani
project and the Nandoni
Dam social upliftment
interventions.

On 14 August 2014, the Minister interacted with the
community of Mopani District Municipality (MDM) in Giyani
Town. This visit was followed by a session in parliament
where the President made a national commitment
that Giyani Water Treatment Works (WTW) extension
and refurbishment projects will be completed by end
of September 2014, as a result, water challenges in
Giyani District Municipality will be addressed. During the
Minister’s visit it became apparent that the works might not
be completed unless additional resources are employed.
It also became clear out of interactions with communities
and stakeholders that water and sanitation challenges in
the area of Mopani have hardened into a crisis that need
immediate intervention.
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Date of meeting Matters raised by the Response by the department
committee

The Department of Water and Sanitation has since
received a formal submission concerning claims made by
the eighteen (18) communities, these claims are echoing
the inconsistencies and inherent challenges encountered
during the initial Land Valuation process. It has been
inferred in the community submission that compensation
was incompatible with the loss of land and the Valuation
method was oblivious of the real and net losses and
therefore corrective measures had to be putin place. A task
team was established to examine the validity of the above
referred-to community claims and further on to help create
an institutional framework for a remedy. Plans are afoot
to re-examine the method approach concerning valuation
and validation of claims. Post the preliminary findings, a
detailed cost plan will be finalised to weigh the net financial
implications of the process. An amount of R20m has been
set aside for the project. A prudent handling of this matter
will avert and mitigate potential litigation against the State
by the claimants. A panel of members has been setup
to ensure a meticulous handling of the claims as raised.
Vhembe District Municipality, Thulamela Local Municipality
and DWS Construction Branch have been consulted.

16 April 2016 Drought Programmes and | Water tankering to critically affected communities is
interventions. procured by DWS, municipalites and NGOs such as
Operation Hydrate as an emergency measure to deal
with the drought situation. This is done based on needs
and business plans drawn up to resource the intervention.
Although 458 tankers have already been procured, because
of the increasing severity of the drought it is estimated
that a further 742 tankers will be required. Groundwater
resource is more resilient to drought. A programme
of increasing groundwater use is being implemented,
entailing refurbishment of existing boreholes and drilling
and equipment. The progress in the disbursement of
drought relief funding to provinces was outlined. Funds
are prioritised according to need, level of stress, expected
effectiveness, viability and speed of interventions, and
numbers of households affected. Funding for drought relief
interventions saw an initial amount of R352.4 million given
to the drought relief programme. A further R185 million
was allocated from the Water Trading Entity (WTE) during
2015/16 resulting in a total allocation of R340 million
from WTE. National Treasury has disallowed a rollover of
R46 million and the Water Services Operating Subsidy
(WSOS) of R50.5 million. Reprioritisation of R61.5 million
had to be done from other programmes.
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Date of meeting Matters raised by the Response by the department
committee

14 October 2015

Reason for the
Department’s under-
spending?

The reasons for under-spending had mostly to do with the
prevailing conditions; some made it impossible to achieve
the targets. Any budget remaining would not be spent on
other matters but would be returned to National Treasury.
If the prevailing conditions were cleared or improved, the
Department would request a roll-over of that money, or it
could ask National Treasury to re-allocate the funding to
other projects that were more pressing.

14 October 2015

The vacancy rate of the
engineers and scientists.
What is the Department
doing to retain scientist
and engineers?

The increase in the vacancy rate was as a result of
restructuring in the Department, coupled with some
difficulty in sourcing capacity, and recruiting the right
professionals. The Department is currently in the process
of developing a retention policy which will address these
issues.

9 March 2015

Clarification on what the
DWS regarded as formal
and informal bucket
systems.

The definition of “formal” bucket systems, there were
no remaining buckets in KZN, Limpopo and Gauteng.
Where buckets were being used in these provinces, they
fell outside the definition of formal buckets and formal
settlement. People used chemical toilets in formal areas
or might use buckets where they resided in informal
settlements. It was explained that a formal settlement was
described as one where the residents held a deed, where
the land had, under town planning, been designated as a
stand and the area was designated as a township.

22 May 2015

Pipes lying on the ground
in Ermelo since 2013,
what is the Department
doing to address that?

This pipeline was a temporary pipeline that was put in
place for the Ermelo town. A permanent pipeline was
subsequently done under the RBIG programme and the
temporary pipeline was decommissioned. A section of the
pipeline was then used for the link between Kriel and the
KWSAP pipeline.

9 March 2016

Is the Department working
with the Department of
Public Works on the War
on Leaks programme?

The War on Leaks programme launched by the President
in 2015, in Eastern Cape. The department provided training
and training certificates for that programme. Another War
on Leaks had been launched in 2013 by the Department of
Public Works, but this one had been funded, planned, and
training offered solely by the Department of Public works.

9 March 2016

Why has the Department
not yet paid the debt it
owed Bloem Water?

Invoices have been requested from Bloem Water, to
ascertain what sum was owed.
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8 SCOPA RESOLUTIONS

There were no SCOPA resolutions for the period under review.

9 PRIOR MODIFICATIONS TO AUDIT REPORTS

Financial year

Nature of qualification, disclaimer, adverse in which it first

Progress made in clearing / resolving the

opinion and matters of non-compliance matter

arose

1 Commitments

The department has implemented the LOGIS 2011/12 A process flow was compiled on the

system in eight out of the nine regions (provinces) accounting of possible transactions in
to manage and track the procurement of goods the RBIG projects. A template to record
and services. However, LOGIS was inadequate all RBIG transactions in detail from the
for the identification and recognition of all open Implementing agents invoice with its
orders at year end as it was not always used to supporting documents to the BAS report
record regional bulk infrastructure procurement was also developed.

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.

| was unable to obtain sufficient appropriate audit 2012/13
evidence due to lack of supporting documents
for the restatement of the corresponding figure
for commitments. As described in note 22 to the
financial statements, the restatement was made
in order to rectify a prior year misstatement. | was
unable to confirm the restatement by alternative
means. Consequently | was unable to determine
whether any adjustment to the commitments
corresponding figure stated at R21.3 billion in the
financial statements was necessary.
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Financial year

Nature of qualification, disclaimer, adverse in which it first

Progress made in clearing / resolving the

opinion and matters of non-compliance matter
arose

The department did not have adequate systems 2013/14
in place to maintain records of Regional Bulk
Infrastructure Projects (RBIG) commitments
where the procurement of goods and services
have been approved and/or contracted, but
where no delivery has taken place at year end,
which resulted in RBIG commitments being
misstated by R576 million for the restatement of
the corresponding figure for RBIG commitments.
The restatement was made in order to rectify a
prior year misstatement. | was unable to confirm
the restatement by alternative means. In addition,
| was unable to obtain sufficient appropriate
audit evidence for the corresponding amounts
disclosed as RBIG commitments in note 22 to the
financial statements and | could not confirm the
disclosure by alternative means. Consequently
| was unable to determine whether any further
adjustments to prior year RBIG commitments
stated at R5.9 billion in the financial statements
were necessary.

The department did not have adequate systemsin
place to maintain records of RBIG commitments
where the procurement of goods and services
have been approved and/or contracted, butwhere
no delivery has taken place at year end, which
resulted in RBIG commitments being misstated
by R630 million. In addition, | was unable to
obtain sufficient appropriate audit evidence for
the amounts disclosed as RBIG commitments in
note 22 to the financial statements and | could
not confirm the disclosure by alternative means.
Consequently | was unable to determine whether
any further adjustments to RBIG commitments
stated at R5.4 billion in the financial statements
were necessary.
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Nature of qualification, disclaimer, adverse

opinion and matters of non-compliance

Financial year
in which it first

arose

Progress made in clearing / resolving the
matter

The department did not have adequate systems
in place to maintain records of Regional Bulk
Infrastructure Projects (RBIG) where the
procurement of goods and services have been
approved and/or contracted, but where no
delivery has taken place at year end, which
resulted in RBIG commitments being misstated
by R1.4 bilion for the restatement of the
corresponding figure for RBIG commitments. The
restatement was made in order to rectify a prior
year misstatement. | was unable to confirm the
restatement by alternative means. In addition,
| was unable to obtain sufficient appropriate
audit evidence for the corresponding amounts
disclosed as RBIG commitments in note 22 to the
financial statements and | could not confirm the
disclosure by alternative means. Consequently
| was unable to determine whether any further
adjustments to current year RBIG commitments
stated at R36 billion in the financial statements
were necessary.

The department did not have adequate
systems in place to maintain records of RBIG,
Municipal Water Infrastructure Grants (MWIG)
and Rural Households Infrastructure Grants
(RHIG) commitments where the procurement
of goods and services have been approved
and/or contracted, but where no delivery has
taken place at year end, which resulted in
RBIG, MWIG and RHIG commitments being
misstated by R2 billion. In addition, | was unable
to obtain sufficient appropriate audit evidence
for the amounts disclosed as RBIG, MWIG and
RHIG commitments in note 22 to the financial
statements and | could not confirm the disclosure
by alternative means. Consequently | was unable
to determine whether any further adjustments to
RBIG, MWIG and RHIG commitments stated
at R35 billion in the financial statements were
necessary.

2014/15

Annual Report for 2015/16 Financial Year

Vote 36: Department of Water and Sanitation



PART C | GOVERNANCE

Financial year

Nature of qualification, disclaimer, adverse in which it first

Progress made in clearing / resolving the

opinion and matters of non-compliance matter
arose

The system of controls to maintain records of 201112 All transactions including the regions
goods and services received but not yet paid for to be captured through LOGIS. Also, a
at the end of the financial year, relating to regional system was implemented to verify that
bulk infrastructure projects, was inadequate and all payments made after year end are
there were no satisfactory audit procedures that checked if they relate/not relate to goods/
| could perform to obtain reasonable assurance services delivered in the year under
that all outstanding invoices have been included review

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.

| was unable to obtain sufficient appropriate 2012/13
audit evidence for the restatement of the
corresponding figure for accruals. As disclosed
in note 23 to the financial statements, the
restatement was made in order to rectify a
prior year (2012) misstatement. | was unable to
confirm the restatement by alternative means.
Consequently | was unable to determine whether
any adjustment to the accruals corresponding
figure stated at R326.4 million in the financial
statements was necessary.

The system of controls to maintain records of 2013/14
goods and services received but not yet paid for
at the end of the financial year, relating to RBIG,
was inadequate and there were no satisfactory
audit procedures that | could perform to obtain
reasonable assurance that all outstanding
invoices for RBIG have been included in accruals.
Consequently | was unable to determine whether
any further adjustments to accruals stated at R1
billion in note 23 to the financial statements was
necessary.

The system of controls to maintain records of 2014/15
goods and services received but not yet paid for
at the end of the financial year, relating to RBIG,
MWIG and RHIG was inadequate and there
were no satisfactory audit procedures that | could
perform to obtain reasonable assurance that all
outstanding invoices for RBIG, MWIG and RHIG
have been included in accruals. Consequently
| was unable to determine whether any further
adjustments to accruals stated at R1.4 billion
(2014: R1.1 billion) in note 23 to the financial
statements was necessary.
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Nature of qualification, disclaimer, adverse
opinion and matters of non-compliance

Financial year
in which it first

arose

Progress made in clearing / resolving the
matter

3 Irregular expenditure

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. The
department made payments in contravention
of the supply chain management regulations
amounting to R13.6 million in the current
year (2012: R66 million) and are disclosed as
irregular in note 26 to the financial statements.
The system of control to ensure that all irregular
expenditure is identified and disclosed was
inadequate to allow me to confirm the irregular
expenditure disclosure, and | could not confirm
the irregular expenditure amount by alternative
means. Consequently, | was unable to determine
whether any adjustments relating to irregular
expenditure disclosed as R1.1 billion (2012:
R1.1 billion) in note 26 to the financial statements
was necessary.

2011/12

The policies and procedure manual were
reviewed and implemented. The sundry
payments relating to project payments
that did not follow the procurement
process were monitored. The LOGIS
system was fully utilised to register all
commitments (e.g. RBIG, ACIP)

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. The
department made payments in contravention
of the supply chain management regulations
amounting to R13.6 million in the current
year (2012: R66 million) and are disclosed as
irregular in note 26 to the financial statements.
The system of control to ensure that all irregular
expenditure is identified and disclosed was
inadequate to allow me to confirm the irregular
expenditure disclosure, and | could not confirm
the irregular expenditure amount by alternative
means. Consequently, | was unable to determine
whether any adjustments relating to irregular
expenditure disclosed as R1.1 billion (2012:
R1.1 billion) in note 26 to the financial statements
was necessary.

2012/13
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Financial year
in which it first

Nature of qualification, disclaimer, adverse

Progress made in clearing / resolving the

opinion and matters of non-compliance matter
arose
4 Immovable tangible capital assets
| was unable to obtain sufficient appropriate 2011/12 Project reconciliation were performed for
audit evidence that management has properly each phase

accounted for the additions to the buildings and
other fixed structures for the current and prior
year due to the status of the accounting records.
| was unable to confirm the amount by alternative
means. Consequently, | was unable to determine
whether any adjustment to the additions to the
buildings and other fixed structures stated at
R358.2 million (2012: R275.2 million) in note 34
in the financial statements was necessary.

| was unable to obtain sufficient appropriate 2012/13
audit evidence that management has properly
accounted for the additions to the buildings and
other fixed structures for the current and prior
year due to the status of the accounting records.
| was unable to confirm the amount by alternative
means.

Consequently, | was unable to determine
whether any adjustment to the additions to the
buildings and other fixed structures stated at
R358.2 million (2012: R275.2 million) in note 34
in the financial statements was necessary.

The department did not have adequate systems 2013/14
in place to maintain records of additions to
the buildings and other fixed structures for the
current and prior year due to the status of the
accounting records, which resulted in additions
being misstated by R204 million. In addition, |
was unable to obtain sufficient appropriate audit
evidence due to lack of supporting documents
for the amounts disclosed as additions for
current year and prior year in note 33 to the
financial statements and | could not confirm the
disclosure by alternative means. Consequently
| was unable to determine whether any further
adjustments to additions stated at R1.5 billion
(2013: R358.2 million) in the financial statements
were necessary.
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10 INTERNAL CONTROL UNIT

Internal Control was within the office of the Chief Financial Officer for the first quarter of the financial year under
review. Whilst under the direction of the Chief Financial Officer, the directorate performed the following functions:

» Co-ordinated all audit matters (For the first six months)

» Compilation and review of policies

» Serving as secretariat to the Financial Misconduct Committee

With effect from 1 September 2015, the directorate was integrated into the Chief Directorate: Risk Management.
Since the integration, the directorate performed the following functions:

» Project verification

» Forensic Investigation

» Compliance audit

» Compliance system

* Asset verification

» Follow up on forensic investigations

» Conducted risk management and fraud and corruption awareness workshops

11 INTERNAL AUDIT AND AUDIT COMMITTEES

11.1  Internal audit

Internal Audit provides independent, objective assurance and advisory services designed to add value and
improve the department’s operations. Internal Audit helps the Department to accomplish its objectives by bringing
a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance process.

Internal Audit serves both the Main Exchequer Account and the Water Trading Entity and its activities include the
assessing and evaluating:

The reliability and integrity of financial and operating information and the means used to identify, measure,
classify and report such information.

The systems established to ensure compliance with those policies, plans, procedures, laws, and other prescripts
relevant to the Department.

The means of safeguarding assets and, where appropriate, the verification of the existence of such assets.

The economic and efficient management of the Department’s financial, human and other resources, and the
effective conduct of its operations.

The operations and/or programmes to ascertain whether or not results are consistent with established objectives
and goals and whether or not the operations are being carried out as planned.

Internal audit also conduct investigations and special assignments as requested by senior management.

Internal audit’s activities were implemented in line with the annual operational plan which was approved by the
audit committee as per the requirements of Treasury Regulation.

m Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



11.2  Audit Committee

The Audit Committee is constituted as a statutory committee of the Department of Water and Sanitation in
respect of its statutory duties in terms of the Public Finance Management Act No.1 of 1999 as amended.
The Public Finance Management Act and Treasury Regulations issued in terms of the PFMA, require that an
audit committee in the Public Sector should adopt an approved charter. An audit committee is established to
serve as an independent governance structure whose function is to provide an oversight role on the systems of
internal control, risk management, and governance. The audit committee assists the Accounting Officer (DG) in
the effective execution of his/her responsibilities with the ultimate aim of the achievement of the department’s
objectives.

The audit committee also reviews the activities of the internal audit function, including its annual work programme,
co-ordination with the external auditors, the reports of internal audit with significant findings and the responses of
management to specific recommendations.
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12 AUDIT COMMITTEE REPORT

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 has adopted appropriate formal terms of reference as its Audit
Committee Charter regulated its affairs in compliance with this Charter, and has discharged all its responsibilities
as contained therein.

The Audit Committee has considered the results of the annual financial statements audit for the period under
review for Vote 36 and the Water Trading Entity:

Reference is made to the Audit Committee report for Vote 36, set out on pages 190 to 193 in Part E: Financial
Information of this annual report.

Reference is made to the Audit Committee report for the Water Trading Entity, set out on pages 344 to 347 in
Part E: Financial Information of this annual report.
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1 INTRODUCTION

The information contained in this part of the annual report has been prescribed by the Minister for the Public
Service and Administration for all departments in the public service.

2 OVERVIEW OF HUMAN RESOURCES

Arising from the new mandate and strategic direction of the Department of Water and Sanitation (which also
saw the addition of the Sanitation function to the department), a decision was taken to focus on the review the
organisational structure. Preparatory work for an intensive review process was therefore undertaken during the
period under review. A structure review project was subsequently launched towards the end of the 2015/16
financial year which will continue throughout the 2016/17 financial year. It is anticipated that a revised structure,
which is aligned to the department’s mandate and strategic objectives will be implemented by 1 April 2017.

In May 2015 the Minister of Water and Sanitation and the Director-General approved a new set of delegations
in terms of the Public Service Act and Public Service Regulations.

At the beginning of the 2015/16 financial year the department had 7 393 posts filled out of a total of 8 775 posts
with a vacancy rate of 15.7%. On the 01 August 2015 branches NWRI and Finance Water Trading went over to
the SAP payroll system, this amounted to 3368 posts. In May 2015 posts which were vacant for more than 12
months were abolished on the Persal system, this amounted to 759 posts. The highest vacancies were in the
professional and technical occupational categories as well at senior management level. Although a moratorium
was initially placed on the filling of posts, it was later lifted and approval was granted for the filling of critical
posts that would enable the department to deliver on its mandate. As part of the initiative to reduce the vacancy
rate, approval was granted for the advertising and filling of 1 371 posts which extend into the 2016/17 financial
year.

In addition, the Learning Academy managed to place 74 candidate engineers and scientists into permanent
positions. The department continued to increase the intake of new graduate trainees with the aim of closing the
skills gap in the water sector and also to continue to fill critical vacant positions.

The department has also been successful in the implementation of training interventions in line with the
departmental Workplace Skills Plan whereby a total of 5 746 employees underwent training and development
interventions. By the end of the financial year a significant number of employees attended training in the
areas of Foundation Management Development Programme, Emerging Management Development, Advanced
Management Development and Executive Management Development mainly through the National School of
Government (NSG).

The Department also made significant progress in the promotion of gender representation at Senior Management
level resulting in the 51% percentage of women at SMS level by 31 March 2016. The department still has some
work to do on attaining the 2% target for persons with disabilities with a current percentage of 0.72%. Special
focus will have to be given to improving on this target in the following financial year.

In the 2015/16 financial year, the department also reviewed the following HR related policies:

* Health and Productivity Management Policy.

» Occupational Health and Safety Policy.

Arising from a decision that was taken to migrate the 3 368 Water Trading posts from the previous legacy
systems to SAP, the HR management and information systems were also migrated from Persal to SAP in
August 2015. This implies that the management of HR related matters for employees of the WTE are now
administered on SAP. The oversight report below reflects HR information in respect of the Persal system at the
beginning up to the end of the 2015/16 financial year and it excludes information on the SAP system. With effect
from the 2016/17 financial year, the HR oversight report will incorporate information from both HR systems.
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3 HUMAN RESOURCES OVERSIGHT STATISTICS

3.1 Personnel related expenditure

The following tables summarise the final audited personnel related expenditure by programme and salary bands.
In particular it provides an indication of the amount spent on personnel as well as an amount spent on salaries, overtime,
homeowners’ allowances and medical aid.

Table 3.1.1: Personnel expenditure by programme for the period 1 April 2015 to
31 March 2016

Total Personnel Training | Professional Personnel Average
expenditure | expenditure | expenditure | and Special Expenditure | personnel
Services asa % cost per

Programme expenditure of total | employee

expenditure

(R000) (R000) (R000) (R000) _ (R000)

Administration 1517 866 637 892 184
Water Planning & 668 817 333 130 0 0 498 96
Information Management

Water Infrastructure 11748 847 80 851 0 0 0.7 23
Development

Water & Sanitation 1359 576 130 716 0 0 96 38
Services

Water Sector Regulation 261 867 177 780 0 0 67,9 51
Total 15556973 | 1360 369 0 0 87 392
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Table 3.1.2: Personnel cost by salary band for the period 1 April 2015 to 31 March 2016

Personnel Percentage Number of Average
expenditure of total cost employees personnel
Salary Band cost per
employee
) I ) I I

Lower skilled
(Levels 1-2) 24 304 1,7 187 129 968
Skilled (Levels 3-5) 122 679 8,6 720 170 388
Highly skilled production (Levels 6-8) 371 890 25,9 1467 253 504
(HL'SCQI';;'_':‘Z‘; supervision 531 369 37 1007 527 675
Senior management (Levels 13-16) 185 929 13 179 1038 709
Contract (Levels 1-2) 1 0 0 0
Contract (Levels 3-5) 19 647 1,4 110 178 609
Contract (Levels 6-8) 55518 3,9 203 273 488
Contract (Levels 9-12) 37974 2,6 89 426 674

Contract

(Levels 13-16) 14 593 1 12 1216 083
Total 1360 369 95,1 3974 343 207
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Table 3.1.3: Salaries, overtime, homeowners allowance and medical aid by programme for the
period 1 April 2015 to 31 March 2016

Salaries Overtime STESTIES Medical aid
allowance
Programme Salaries | Amount | Overtime | Amount HOA as | Amount | Medical aid
asa %of | (R000)| asa %of | (R'000) a%of | (R000)| asa% of
personnel personnel personnel personnel
costs costs costs costs
Administration 490 674 74,8 5085 0,8 17 519 2,7 21 276 3,2
Water Planning
& Information 246 080 69,5 533 0,2 10 249 2,9 12 547 3,5
Management
Water
Infrastructure 76 382 65,7 860 0,7 4 246 3,7 3263 2,8
Development
Water & Sanitation | g 7,4 69,5 0 0| 3068 21| 4330 3
Services
Water Sector 118 071 71,7 54 o| 3098 19| 4235 26
Regulation
Total 1030 928 71,9 6 532 0,5 38 180 2,7 45 651 3,2
137
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Table 3.1.4: Salaries, overtime, homeowners allowance and medical aid by salary band for the
period 1 April 2015 to 31 March 2016

. . Homeowners . .
SEIEGES Overtime Medical aid
allowance

Salaries | Amount [ Overtime Amount HOA as Amount Medical

Salary Band asa%of | (R000)| asa % of (R°000) a % of (R’000) aid as
personnel personnel personnel a % of
costs costs costs personnel
costs
Lower skilled 15 322 58,2 219 08| 2177 83 1961 75
(Levels 1-2)
Skilled 79 808 60,8 2415 1,8 8378 6,4 8 649 6,6
(Levels 3-5)
Highly skilled
production 260 949 68,1 3154 0,8 15 101 3,9 18 815 4,9
(Levels 6-8)
Highly skilled
supervision 400 303 70,7 549 0,1 9125 1,6 13 399 2,4
(Levels 9-12)
Senior
management 151 790 76,7 0 0 2820 1,4 2 656 1,3
(Levels 13-16)
Contract
(Levels 1-2) 0 0 0 0 0 0 0 0
Contract
(Levels 3-5) 19 225 96,5 121 0,6 0 0 0 0
Contract
(Levels 6-8) 55129 97,6 22 0 0 0 23 0
Contract 35 839 92,7 53 0,1 301 08 49 0,1
(Levels 9-12) ’ ’ ’ ’
Contract 12 561 83,8 0 0 278 1,9 100 07
(Levels 13-16) ’ ’ ’
Total 1030 926 71,9 6 533 0,5 38 180 2,7 45 652 3,2

3.2 Employment and vacancies

The tables in this section summarise the position with regard to employment and vacancies. They summarise the number
of posts on the establishment, the number of employees, the vacancy rate, and whether there are any staff that are
additional to the establishment. This information is presented in three key variables, namely programme, salary band and
critical occupations.

» The department has identified critical occupations that need to be monitored. In terms of current regulations, it is
possible to create a post on the establishment that can be occupied by more than one employee. Therefore, the
vacancy rate reflects the percentage of posts that are not filled.
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Table 3.2.1: Employment and vacancies by programme as at 31 March 2016

Number of Number of Vacancy Number of

osts on osts filled Rate employees

Programme aF;))proved i additionzl t())/ the

establishment establishment

Administration 2287 1877 17,9 86
Water Planning & Information Management 992 874 11,9 41
Water Infrastructure Development 801 647 19,2 7
Water & Sanitation Services 330 266 19,4 11
Water Sector Regulation 390 310 20,5 23
Total 4800 3974 17,2 168

Table 3.2.2: Employment and vacancies by salary band as at 31 March 2016

Number of Number of | Vacancy Rate Number of

ool Ials ot
establishment establishment

Lower skilled (Levels 1-2) 225 187 16,9 0
Skilled (Levels 3-5) 957 720 24,8 0
Highly skilled production (Levels 6-8) 1691 1467 13,2 0
Highly skilled supervision (Levels 9-12) 1267 1007 20,5 0
Senior management (Levels 13-16) 246 179 27,2 0
Contract (Levels 3-5) 110 110 0 97
Contract (Levels 6-8) 203 203 0 27
Contract (Levels 9-12) 89 89 0 42
Contract (Levels 13-16) 12 12 0 2
Total 4 800 3974 17,2 168
139
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Table 3.2.3: Employment and vacancies by critical occupations as at 31 March 20161

Number of Number of Vacancy Number of
Posts | Posts Filled Rate posts filled
additional to the

establishment

Critical Occupations

Administrative related, Permanent 441 345 21,8 33
Agriculture animal oceanography forestry & other 4 4 0 0
sciences, Permanent

Agriculture related, Permanent 2 2 0

All artisans in the building metal machinery etc., 40 29 27,5

Permanent

Appraisers-valuers and related professionals, 1 1 0 0
Permanent

Auxiliary and related workers, Permanent 283 251 11,3

Biologists botanists zoologists & related professional, 4 3 25 0
Permanent

Building and other property caretakers, Permanent 7 7 0 0
Bus and heavy vehicle drivers, Permanent 14 9 35,7 0
Cartographers and surveyors, Permanent 6 6 0 0
Cartographic surveying and related technicians, 11 11 0 0
Permanent

Chemical and physical science technicians, 13 10 23,1 0
Permanent

Civil engineering technicians, Permanent 104 93 10,6

Cleaners in offices workshops hospitals etc., 73 62 15,1 0
Permanent

Client information clerks(switchboard reception 10 9 10 0
information clerks), Permanent

Communication and information related, Permanent 33 29 121 0
Community development workers, Permanent 89 76 14,6 0
Computer programmers., Permanent 1 1 0 0
Computer system designers and analysts., Permanent 1 1 0 0
Economists, Permanent 2 1 50 0
Electrical and electronics engineering technicians, 2 2 0 2
Permanent

Engineering sciences related, Permanent 420 327 22,1 15
Engineers and related professionals, Permanent 67 55 17,9 31
Farm hands and labourers, Permanent 6 2 66,7

Farming forestry advisors and farm managers, 1 1 0

Permanent

Finance and economics related, Permanent 140 107 23,6 3
Financial and related professionals, Permanent 13 11 15,4 0
Financial clerks and credit controllers, Permanent 313 258 17,6 15
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Number of Number of Vacancy Number of
Posts | Posts Filled Rate posts filled
additional to the

establishment

Critical Occupations

Food services aids and waiters, Permanent 19 17 10,5 0
Forestry labourers, Permanent 2 2 0 0
General legal administration & related professionals, 13 10 23,1 0
Permanent

Geologists geophysicists hydrologists & related 179 160 10,6 2
professionals, Permanent

Head of department/chief executive officer, Permanent 3 3

Health sciences related, Permanent 1 1

Horticulturists foresters agriculture.& forestry 1 1

technician, Permanent

Household and laundry workers, Permanent 5 5 0 0
Household food and laundry services related, 2 2 0 0
Permanent

Human resources & organisation development & 43 36 16,3 0
related professionals, Permanent

Human resources clerks, Permanent 122 112 8,2 2
Human resources related, Permanent 123 103 16,3 5
Information technology related, Permanent 24 23 4,2 0
Language practitioners interpreters & other 39 33 15,4 4
communications, Permanent

Legal related, Permanent 1 1 0 0
Librarians and related professionals, Permanent 5 3 40 0
Library mail and related clerks, Permanent 45 39 13,3 1
Light vehicle drivers, Permanent 28 23 17,9 0
Logistical support personnel, Permanent 65 58 10,8 3
Material-recording and transport clerks, Permanent 145 135 6,9 4
Mechanical engineering technicians, Permanent 1 0 100 1
Messengers porters and deliverers, Permanent 76 62 18,4 0
Mining geology & geophysical & related technicians, 20 20 0 1
Permanent

Motor vehicle drivers, Permanent 4 4

Motorised farm and forestry plant operators, 27 27

Permanent

Natural sciences related, Permanent 327 266 18,7 17
Natural sciences related, Temporary 1 1 0

Nature conservation and oceanographical related. 4 4 0

technicians, Permanent

Other administration & related clerks and organisers, 442 369 16,5 13

Permanent
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Number of Number of Vacancy Number of
Posts | Posts Filled Rate posts filled
additional to the

establishment

Critical Occupations

Other administrative policy and related officers, 92 76 17,4 0
Permanent

Other information technology personnel., Permanent 5 5 0 0
Other machine operators, Permanent 6 2 66,7 0
Other occupations, Permanent 3 3 0 4
Photographic lithographic and related workers, 1 1 0 0
Permanent

Quantity surveyors & related professionals not 1 1 0 0
classified elsewhere, Permanent

Regulatory inspectors, Permanent 28 21 25 0
Risk management and security services, Permanent 6 5 16,7 0
Safety health and quality inspectors, Permanent 8 5 37,5 0
Secretaries & other keyboard operating clerks, 140 116 171 0
Permanent

Security guards, Permanent 17 13 23,5 0
Security officers, Permanent 47 37 21,3 0
Senior managers, Permanent 165 102 38,2 0
Social sciences related, Permanent 59 47 20,3 4
Social work and related professionals, Permanent 5 3 40 0
Statisticians and related professionals, Permanent 1 1 0 0
Trade labourers, Permanent 261 245 6,1 0
Trade related, Permanent 1 1 0
Trade/industry advisers & other related professionals, 4 4 0
Permanent

Water plant and related operators, Permanent 82 53 35,4 0
TOTAL 4 800 3974 17,2 168
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The tables in this section provide information on employment and vacancies as it relates to members of the Senior
Management Service by salary level. It also provides information on advertising and filling of SMS posts, reasons for not
complying with prescribed timeframes and disciplinary steps taken.

Table 3.3.1 SMS post information as on 31 March 2016

Total number | Total number % of SMS | Total number % of SMS
SMS Level of funded | of SMS posts | posts filled | of SMS posts | posts vacant
SMS posts filled vacant

Director-General/Head of Department
Salary Level 16 1 1 100 0 0
Salary Level 15 12 11 91.7 1 8.3
Salary Level 14 48 26 54.2 22 45.8
Salary Level 13 140 96 68.6 44 314
Total 202 135 66.8 67.2 328

Table 3.3.2 SMS post information as on 30 September 2015

Total number | Total number % of SMS | Total number % of SMS
SMS Level of funded of SMS posts filled | of SMS posts | posts vacant

SMS posts posts filled vacant

Director-General/Head of Department 1 1 100 0

Salary Level 16 1 1 100 0
Salary Level 15 12 9 75 3 25
Salary Level 14 47 27 57.4 20 42.6
Salary Level 13 133 96 72.2 37 27.8
Total 194 134 69.1 60 30.9

Table 3.3.3 Advertising and filling of SMS posts for the period 1 April 2015 to

31 March 2016

Total number

SMS Level of funded

SMS posts

Total number
of SMS posts
vacant

Total number
of SMS posts
filled

% of SMS

posts filled

% of SMS
posts vacant

Director-General/Head of Department

Salary Level 16 1 1 100 0 0
Salary Level 15 14 13 92.9 1 71
Salary Level 14 56 39 69.6 17 30.4
Salary Level 13 156 111 71.2 45 28.8
Total 228 165 724 63 27.6
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Table 3.3.4 Reasons for not having complied with the filling of funded vacant SMS - Advertised
within 6 months and filled within 12 months after becoming vacant for the period 1 April 2015 to
31 March 2016

Reasons for vacancies not advertised within six months

* On the 18 June 2014 to date, Minister issued a moratorium on the filling of vacancies and the recruitment process
was stopped, only critical posts were advertised

« Currently the advertisement of posts is been carried out on the basis of priority and positions are being filled
within the stipulated timeframes

Reasons for vacancies not filled within six months

* On the 18 June 2014 to date, Minister issued a moratorium on the filling of vacancies and the recruitment process
was stopped, only critical posts were filled

» Non availability of panel members to conduct shortlist and interviews

» Constant postponement of dates set for shortlisting and interviews due to competing priorities

Notes

* In terms of the Public Service Regulations Chapter 1, Part VII C.1A.3, departments must indicate good cause or
reason for not having complied with the filling of SMS posts within the prescribed timeframes.

Table 3.3.5 Disciplinary steps taken for not complying with the prescribed timeframes for filling
SMS posts within 12 months for the period 1 April 2015 to 31 March 2016

Reasons for vacancies not advertised within six months

» The department could not take disciplinary measures due to the reason that there was a moratorium on filling
of posts

» The Unit was requested to come with measures to deal with the challenges and the measures provided were
convincing and subsequently implemented

Reasons for vacancies not filled within six months

» The department could not take disciplinary measures due to the reason that there was a moratorium on filling
of posts

» The Unit was requested to come with measures to deal with the challenges and the measures provided were
convincing and subsequently implemented

Notes

* In terms of the Public Service Regulations Chapter 1, Part VIl C.1A.2, departments must indicate good cause
or reason for not having complied with the filling of SMS posts within the prescribed timeframes. In the event of
non-compliance with this regulation, the relevant executive authority or head of department must take appropriate
disciplinary steps in terms of section 16A(1) or (2) of the Public Service Act.
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34 Job evaluation

Within a nationally determined framework, executing authorities may evaluate or re-evaluate any job in his or her
organisation. In terms of the Regulations all vacancies on salary levels 9 and higher must be evaluated before they are
filled. The following table summarises the number of jobs that were evaluated during the year under review. The table also
provides statistics on the number of posts that were upgraded or downgraded.

Table 3.4.1 Job evaluation by salary band for the period 1 April 2015 to 31 March 2016

Number of Number | % of posts Posts Upgraded Posts downgraded

posts on of jobs | evaluated | Number | % of posts | Number | % of posts
Salary band approved | evaluated by salary evaluated evaluated
establish- bands
ment
0 0

Lower Skilled (Levels1-2) 225 0 0 0 0
Skilled (Levels 3-5) 110 0 0 0 0 0 0
Highly skilled production 203 0 0 0 0 0 0
(Levels 6-8)

Highly skilled supervision 89 0 0 0 0 0 0
(Levels 9-12)

Senior Management Service 6 0 0 0 0 0 0
Band A

Senior Management Service 2 0 0 0 0 0 0
Band B

Senior Management Service 1 0 0 0 0 0 0
Band C

Senior Management Service 3 0 0 0 0 0 0
Band D

Skilled (Levels 3-5) 957 957 100 0 0 0 0
Highly skilled production 1691 1291 76,3 0 0 0 0
(Levels 6-8)

Highly skilled supervision 1267 29 2,3 3 10,3 1 3,4
(Levels 9-12)

Senior Management Service 157 14 8,9 0 0 0 0
Band A

Senior Management Service 71 0 0 0 0 0 0
Band B

Senior Management Service 15 0 0 0 0 0 0
Band C

Senior Management Service 3 0 0 0 0 0 0
Band D

Total 4800 2291 47,7 3 0,1 1 0

The following table provides a summary of the number of employees whose positions were upgraded due to their post
being upgraded. The number of employees might differ from the number of posts upgraded since not all employees are
automatically absorbed into the new posts and some of the posts upgraded could also be vacant.
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Table 3.4.2 Profile of employees whose positions were upgraded due to their posts being
upgraded for the period 1 April 2015 to 31 March 2016

Female

Male 34 0 0 1 35
Total 69 0 3 6 78
Employees with a Disability 0 0 0 0 0

The following table summarises the number of cases where remuneration bands exceeded the grade determined by job
evaluation. Reasons for the deviation are provided in each case.

Table 3.4.3 Employees with salary levels higher than those determined by job evaluation by
occupation for the period 1 April 2015 to 31 March 2016

Number of Job evaluation Remuneration Reason for
Occupation
employees Ievel level deviation

None

Total number of employees whose salarles exceeded the level determlned by job 0
evaluation

Percentage of total employed 0

» The following table summarises the beneficiaries of the above in terms of race, gender, and disability.

Table 3.4.4 Profile of employees who have salary levels higher than those determined by job
evaluation for the period 1 April 2015 to 31 March 2016

Female

Male 0 0 0 0 0
Total 0 0 0 0 0
Employees with a disability 0 0 0 0 0

3.5 Employee changes

This section provides information on changes in employment over the financial year. The turnover rates provide an
indication of trends in the employment profile of the department. The following tables provide a summary of turnover
rates by salary band and critical occupations.
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Table 3.5.1 Annual turnover rates by salary band for the period 1 April 2015 to

31 March 2016

Salary Band

Employment

at beginning
of April 2015

Appointments

Terminations

Turnover Rate

Lower skilled (Levels 1-2), Permanent 883 1,6
Skilled (Levels 3-5), Permanent 1905 17 4,7
Highly skilled production (Levels 6-8), Permanent 2 389 81 3,4
Highly skilled supervision (Levels 9-12), 1410 37 2,6
Permanent
Highly skilled supervision (Levels 9-12), 1 0 0 0
Temporary
Senior Management Service Band A, Permanent 131 1 9 6,9
Senior Management Service Band B, Permanent 63 1 2 3,2
Senior Management Service Band C, Permanent 14 0 1 7.1
Senior Management Service Band D, Permanent 3 0 0 0
Contract (Levels 3-5), Permanent 169 60 63 37,3
Contract (Levels 6-8), Permanent 263 38 42 16
Contract (Levels 9-12), Permanent 150 12 " 7,3
Contract (Band A), Permanent 6 16,7
Contract (Band B), Permanent 2 0
Contract (Band C), Permanent 1 0
Contract (Band D), Permanent 3 0 0
TOTAL 7 393 145 351 4,7
147
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Table 3.5.2 Annual turnover rates by critical occupation for the period 1 April 2015 to

31 March 2016

Employment | Appointments | Terminations Turnover
Occupation at beginning of Rate
April 2015
Administrative related, Permanent 381 19 6,8
Agriculture animal oceanography forestry & other 4 0
sciences, Permanent
Agriculture related, Permanent 4
All artisans in the building metal machinery etc., 96 7,3
Permanent
Appraisers-valuers and related professionals, 1 0 0 0
Permanent
Artisan project and related superintendents, 6 0 0 0
Permanent
Auxiliary and related workers, Permanent 428 15 3,5
Biologists botanists zoologists & related 3 0 0
professionals, Permanent
Building and other property caretakers, Permanent 86 0 1 1,2
Bus and heavy vehicle drivers, Permanent 21 0 4 19
Cartographers and surveyors, Permanent 8 0 0 0
Cartographic surveying and related technicians, 18 0 0 0
Permanent
Chemical and physical science technicians, 10 0 0 0
Permanent
Civil engineering technicians, Permanent 121 3,3
Cleaners in offices workshops hospitals etc., 153 3,9
Permanent
Client information clerks(switchboard receptionist 8 0 1 12,5
information clerks), Permanent
Communication and information related, 28 0 0 0
Permanent
Community development workers, Permanent 80 1,3
Computer programmers., Permanent 1 0
Computer system designers and analysts, 1
Permanent
Economists, Permanent
Electrical and electronics engineering technicians,
Permanent
Engineering sciences related, Permanent 454 78 70 15,4
Engineers and related professionals, Permanent 119 6,7
Farm hands and labourers, Permanent 63 3,2
Farming forestry advisors and farm managers, 1 0
Permanent
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Employment | Appointments | Terminations Turnover
Occupation at beginning of Rate
April 2015
Finance and economics related, Permanent 164 5 12 7,3
Financial and related professionals, Permanent 17 0 59
Financial clerks and credit controllers, Permanent 416 7 19 4.6
Food services aids and waiters, Permanent 20 0 15
Forestry labourers, Permanent 7 0 0
General legal administration & related 10 0 0
professionals, Permanent
Geologists geophysicists hydrologists & related 160 0 3 1,9
professionals, Permanent
Head of department/chief executive officer, 2 0 0 0
Permanent
Health sciences related, Permanent 1
Horticulturists foresters agriculture & forestry 1
technicians, Permanent
Household and laundry workers, Permanent
Household food and laundry services related,
Permanent
Housekeepers laundry and related workers, 1 0 0 0
Permanent
Human resources & organisational development & 36 0 0 0
related professionals, Permanent
Human resources clerks, Permanent 148 0 6 41
Human resources related, Permanent 115 4 2 1,7
Information technology related, Permanent 26 0 0 0
Language practitioners interpreters & other 29 2 2 6,9
communication, Permanent
Legal related, Permanent 0 0 0
Librarians and related professionals, Permanent 4 0 0 0
Library mail and related clerks, Permanent 40 0 1 2,5
Light vehicle drivers, Permanent 48 0 1 2,1
Logistical support personnel, Permanent 89 1 6 6,7
Material-recording and transport clerks, 169 9 13 7,7
Permanent
Mechanical engineering technicians, Permanent 2 0 0
Messengers porters and deliverers, Permanent 86
Mining geology & geophysical & related 20 0
technicians, Permanent
Motor vehicle drivers, Permanent 36 0 0 0
Motorised farm and forestry plant operators, 39 0 7 17,9
Permanent
Natural sciences related, Permanent 271 3 14 5,2
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Employment | Appointments | Terminations Turnover
Occupation at beginning of Rate
April 2015
Natural sciences related, Temporary 1 0
Nature conservation and oceanographical related 4 0 0
technicians, Permanent
Other administrative & related clerks and 481 6 12 2,5
organisers, Permanent
Other administrative policy and related officers, 96 0 7 7,3
Permanent
Other information technology personnel., 8 0 1 12,5
Permanent
Other machine operators, Permanent 2 0 0
Other occupations, Permanent 1013 15 1,5
Photographic lithographic and related workers, 1 0 0
Permanent
Physicists, Permanent 1
Quantity surveyors & related professionals not 1
classified elsewhere, Permanent
Regulatory inspectors, Permanent 21 0 0
Risk management and security services, 6 16,7
Permanent
Road workers, Permanent 10
Safety health and quality inspectors, Permanent 10 0
Secretaries & other keyboard operating clerks, 146 0 5 3,4
Permanent
Security guards, Permanent 40 0 4 10
Security officers, Permanent 136 0 7 51
Senior managers, Permanent 115 3 9 7,8
Social sciences related, Permanent 55 0 1 1,8
Social work and related professionals, Permanent 4 0 0 0
Statisticians and related professionals, Permanent 1 0 0 0
Trade labourers, Permanent 1006 2 28 2,8
Trade related, Permanent 1 0 0 0
Trade/industry advisers & other related 4 0 0
professionals, Permanent
Water plant and related operators, Permanent 163 0 19 11,7
TOTAL 7 393 145 351 4,7

The table below identifies the major reasons why staff left the department.
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Table 3.5.3 Reasons why staff left the department for the period 1 April 2015 to
31 March 2016

. Number | Percentage of total Percentage of total
Termination Type . :

resignations employment

33 9,4 0,4

Death, Permanent

Resignation, Permanent 130 37 1,8
Expiry of contract, Permanent 76 21,7 1
Transfers, Permanent 1 0,3 0
Discharged due to ill health, Permanent 7 2 0,1
Dismissal-misconduct, Permanent 3 0,9 0
Retirement, Permanent 101 28,8 1.4
TOTAL 351 100 47

Table 3.5.4 Promotions by critical occupation for the period 1 April 2015 to 31 March 2016

Employment | Promotions to | Salary level Progressions Notch
: at beginning | another salary promotions to another progressions
Occupation of period level as a % of notch within as a % of
(April 2015) employment salary level employment
Administrative related 381 6 1,6 232 60,9
Agriculture animal oceanography 4 0 0 1 25
forestry & other sciences
Agriculture related 4 0 0 2 50
All artisans in the building metal 96 0 0 27 28,1
machinery etc.
Appraisers-valuers and related 1 0 0 0 0
professionals
Artisan project and related 6 0 0 0 0
superintendents
Auxiliary and related workers 428 3 0,7 202 47,2
Biologists botanists zoologists & 3 0 0 1 33,3
related professionals
Building and other property 86 0 0 5 5,8
caretakers
Bus and heavy vehicle drivers 21 0 0 7 33,3
Cartographers and surveyors 8 0 0 3 37,5
Cartographic surveying and 18 0 0 8 44 4
related technicians
Chemical and physical science 10 0 0 9 90
technicians
Civil engineering technicians 121 0 0 86 71,1
Cleaners in offices workshops 153 0 0 40 26,1

hospitals etc.
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Employment | Promotions to | Salary level | Progressions Notch
. at beginning | another salary promotions to another progressions
Oceupation of period level as a % of notch within as a % of
(April 2015) employment salary level employment
Client information clerks
(switchboard receptionist
information clerks)
Communication and information 28 2 7.1 16 57,1
related
Community development workers 80 64 80
Computer programmers. 1 1 100
Computer system designers and 1 1 100
analysts.
Economists
Electrical and electronics
engineering technicians
Engineering sciences related 454 0,2 42 9,3
Engineers and related 119 0 15 12,6
professionals
Farm hands and labourers 63 1 1,6
Farming forestry advisors and 1 1 100
farm managers
Finance and economics related 164 2 1,2 84 51,2
Financial and related 17 5,9 5 29,4
professionals
Financial clerks and credit 416 0 0 198 47.6
controllers
Food services aids and waiters 20 18 90
Forestry labourers 7 14,3
General legal administration & 10 4 40
related professionals
Geologists geophysicists 160 0 0 116 72,5
hydrologists & related
professionals
Head of department/chief 2 0 0 0 0
executive officer
Health sciences related 1 1 100
Horticulturists foresters 1 0 0
agriculture & forestry technicians
Household and laundry workers 5 0 5 100
Household food and laundry 0 50
services related
Housekeepers laundry and 1 0 0 0 0
related workers
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Promotions to
another salary
level

Salary level
promotions
as a % of
employment

Progressions
to another
notch within
salary level

Notch
progressions
as a % of
employment

Human resources & 36 1 2,8 23 63,9
organisational development &

related professionals

Human resources clerks 148 1 0,7 80 541
Human resources related 115 0 0 84 73
Information technology related 26 1 3,8 20 76,9
Language practitioners 29 2 6,9 26 89,7
interpreters & other

communication

Legal related 100
Librarians and related 4 4 100
professionals

Library mail and related clerks 40 1 2,5 32 80
Light vehicle drivers 48 0 0 11 22,9
Logistical support personnel 89 1 1,1 38 42,7
Material-recording and transport 169 3 1,8 88 52,1
clerks

Mechanical engineering 2 0 0 0 0
technicians

Messengers porters and 86 0 0 40 46,5
deliverers

Mining geology & geophysical & 20 0 0 17 85
related technicians

Motor vehicle drivers 36 2,8
Motorised farm and forestry plant 39 13 33,3
operators

Natural sciences related 272 1,5 148 54,4
Nature conservation and 4 0 0 1 25
oceanographical related

technicians

Other administration & related 481 1 0,2 272 56,5
clerks and organisers

Other administrative policy and 96 0 0 68 70,8
related officers

Other information technology 8 0 0 3 37,5
personnel.

Other machine operators 2 100
Other occupations 1013 0
Photographic lithographic and 1 1 100
related workers

Physicists 1 0 0 0 0
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Employment | Promotions to | Salary level | Progressions Notch
: at beginning | another salary promotions to another progressions
Occupation of period level as a % of notch within as a % of
(April 2015) employment salary level employment
Quantity surveyors & related 1 0 0 1 100
professionals not classified
elsewhere
Regulatory inspectors 21 18 85,7
Risk management and security 6 83,3
services
Road workers 10 0
Safety health and quality 10 1 10
inspectors
Secretaries & other keyboard 146 1 0,7 87 59,6
operating clerks
Security guards 40 0 7 17,5
Security officers 136 0 31 22,8
Senior managers 115 4 3,5 42 36,5
Social sciences related 55 0 42 76,4
Social work and related 4 0 3 75
professionals
Statisticians and related 1 0 0 0 0
professionals
Trade labourers 1006 0 181 18
Trade related 1 0 1 100
Trade/industry advisers & other 4 0 3 75
related professionals
Water plant and related operators 163 1 0,6 30 18,4
TOTAL 7 393 36 0,5 2628 35,5
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Table 3.5.5 Promotions by salary band for the period 1 April 2015 to 31 March 2016

Employment | Promotions Salary level | Progressions Notch
at beginning to another promotions to another | progressions
Salary Band of period | salary level as a % of notch within as a % of
(April 2015) employment salary level employment
Lower skilled (Levels 1-2), 883 0 0 81 9.2
Permanent
Skilled (Levels 3-5), Permanent 1905 3 0,2 534 28
Highly skilled production
(Levels 6-8), Permanent 2389 1 0.5 1156 484
Highly skilled supervision
(Levels 9-12), Permanent 1410 14 1 762 o4
Highly skilled supervision
(Levels 9-12), Temporary ! 0 0 ! 100
Senior management
(Levels 13-16), Permanent 21 4 1.9 80 37.9
Contract (Levels 3-5), Permanent 169 0 0 1 0,6
Contract (Levels 6-8), Permanent 263 0 0 2 0,8
Contract (Levels 9-12), Permanent 150 3 2 11 7,3
Contract (Levels 13-16), 12 1 8.3 0 0
Permanent
TOTAL 7 393 36 0,5 2628 35,5
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3.6 Employee equity

Table 3.6.1 Total number of employees (including employees with disabilities) in each of the
following occupational categories as on 31 March 2016

Occupational White Females White |
Legislators,
senior officials 42 2 5| 49 8 36 5 2 43 5| 105
and managers,
Permanent
Professionals, 427 23 13| 463| 107| 416 23| 12 451 32| 1053
Permanent
Technicians
and associate 444 48 17| 00| 72| 472 19 15 506 55| 1142
professionals,
Permanent
Clerks, 271 16 1| 288 11| 590 46| 16 652 851036
Permanent
Service and
sales workers, 46 1 0 47 2 27 2 0 29 1 79
Permanent
Craft and
related trades 23 0 o] 23 7 1 0 0 1 0| 31
workers,
Permanent
Plant and
machine
operators and 95 4 0 99 4 15 0 0 15 0| 118
assemblers,
Permanent
Elementary
occupations, 229 36 0 265 2 135 8 0 143 0| 410
Permanent
TOTAL 1577 130 36| 1743 213 | 1692 103 45 1840 178 | 3974
Females Total ,
Wh
No of employees Black ite Total
52

Employees with 19 2 0 21 8 17 1 1 19 4
disabilities
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Table 3.6.2 Total number of employees (including employees with disabilities) in each of the

following occupational bands as on 31 March 2016

Occupational bands

Top Management,
Permanent

African | Coloured | Indian

Females

Males | African | Coloured

Indian | Females

15

Senior
Management,
Permanent

50

56

45

51

122

Professionally
qualified and
experienced
specialists and
mid-management,
Permanent

374

22

14

410

123

334

18

12

364

45

942

Skilled technical
and academically
qualified workers,
junior management,
supervisors,
foremen,
Permanent

627

42

15

684

72

918

59

29

1006

11711

879

Semi-skilled and
discretionary
decision making,
Permanent

430

54

486

10

308

16

326

830

Unskilled and
defined decision
making, Permanent

91

10

101

80

85

186

TOTAL

1577

130

36

1743

213

1692

103

45

1840

1783 974
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Table 3.6.3 Recruitment for the period 1 April 2015 to 31 March 2016

Females Total

Occupational White White

Black

Senior
Management, 0 0 0 0 0 2 0 0 2 0 2
Permanent

Professionally
qualified and
experienced
specialists 3 0 1 4 0 1 2 0 3 0 7
and mid-
management,
Permanent

Skilled technical
and academically
qualified

workers, junior
management,
supervisors,
foremen,
Permanent

Semi-skilled and
discretionary
decision making,
Permanent
Unskilled

and defined
decision making,
Permanent

Contract (Senior
Management), 1 0 0 1 0 0 0 0 0 0 1
Permanent

Contract
(Professionally
qualified),
Permanent
Contract (Skilled
technical), 11 0 1 12 0 24 2 0 26 0 38
Permanent

Contract
(Semi-skilled), 25 0 0 25 5 30 0 0 30 0 60
Permanent

TOTAL 53 1 3 57 11 70 5 0 75 2| 145
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Males Coloured

!

!

!

0

White
Females

Total

Table 3.6.4 Promotions for the period 1 April 2015 to 31 March 2016

Males

Occupational

bands

Top Management,
Permanent

0

Coloured

0 0

0

Males

0

0 0

White
Females

Total

Senior
Management,
Permanent

33

37

20

Professionally
qualified and
experienced
specialists and
mid-management,
Permanent

310

343

58

321

12

345

30

776

Professionally
qualified and
experienced
specialists and
mid-management,
Temporary

Skilled technical
and academically
qualified

workers, junior
management,
supervisors,
foremen,
Permanent

361

24 6

391

28

603

670

78

1167

Semi-skilled and
discretionary
decision making,
Permanent

288

51 2

341

174

12

2 188

537

Unskilled

and defined
decision making,
Permanent

37

39

81

Contract (Senior
Management),
Permanent
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White

Total
Contract
(Professionally 6 1 0 7 0 4 0 2 6 11 14
qualified),
Permanent
Contract (Skilled
technical), 0 0 0 0 0 2 0 0 2 0 2
Permanent
Contract
(Semi-skilled), 1 0 0 1 0 0 0 0 0 0 1
Permanent
TOTAL 1037 100 23| 1160 102 | 1164 73 40 1277 125 | 2 664

Promotions

Employees with
disabilities

11 2 14 0 1 36
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Table 3.6.5 Terminations for the period 1 April 2015 to 31 March 2016

. whit wite |
0
3

Top
Management,
Permanent

0 0 0 1 0 0 0 0 0 1

Senior
Management,
Permanent

Professionally
qualified and
experienced
specialists 14 3 0 17 12 6 0 2 8 0 37
and mid-
management,
Permanent

Skilled
technical and
academically
qualified
workers, junior 32 5 0 37 5 28 4 0 32 7 81
management,
supervisors,
foremen,
Permanent

Semi-skilled and
discretionary
decision making,
Permanent

Unskilled

and defined
decision making,
Permanent

63 6 0 69 0 20 1 0 0 0 90

Contract (Senior
Management), 0 0 0 0 0 1 0 0 1 0 1
Permanent

Contract
(Professionally
qualified),
Permanent
Contract (Skilled
technical), 18 4 1 23 4 12 3 0 15 0 42
Permanent

Contract
(Semi-skilled), 19 4 1 24 6 33 0 0 33 0 63
Permanent

TOTAL 159 26 2 187 32 109 8 5 101 10| 351
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White Females Total |\ hite
Black Total
Females

WEIES

Terminations

Employees

with 0 0 0 0 0 0 0 0 0 0 0
disabilities

Table 3.6.6 Disciplinary action for the period 1 April 2015 to 31 March 2016

isciplinary : Black | Males : - Black | Females
African | Coloured African | Coloured | Indian
Females
6| o| 1| 6| o| 23

action
2 | 14 | 0 |

Total 14 | 0 |
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Table 3.6.7 Skills development for the period 1 April 2015 to 31 March 2016

Categories Coloured \EIES Coloured Females
7

Legislators,

Senior Officials
and Managers
Professionals 330 27 9 366 120 291 10 13 314 13 813
Technicians
and Associate 322 23 7 352 35 375 27 14 416 65 868
Professionals
Clerks 351 29 4 384 6 381 37 14 432 23 845

Service and
Sales Workers
Skilled
Agriculture
and Fishery
Workers

Craft and
related Trades 0 0 0 0 0 0 0 0 0 0 0
Workers

0 1 7 1 1 0 1 2 1 12

0 0 0 0 0 0 0 0 0 0 0

Plant and
Machine
Operators and
Assemblers

79 14 1 94 1 23 2 0 25 3| 128

Elementary
Occupations

TOTAL 1530 111 28 | 1668 193 | 1234 82 42 1358 108 | 3 328

S wnie|  Femas| Toll |
0 0 0

Employees with 0 0 0 0 0 0 o| o
disabilities

441 18 6 465 30 163 6 0 169 3| 667
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3.7 Signing of performance agreements by SMS members

All members of the SMS must conclude and sign performance agreements within specific timeframes. Information
regarding the signing of performance agreements by SMS members, the reasons for not complying within the prescribed
timeframes and disciplinary steps taken is presented here.

Table 3.7.1 Signing of performance agreements by SMS members as on 31 May 2016

Total number | Signed performance

Total number

SMS level of unded SMS | |G "0 ers | perormance | o el number o

posts agreements SMS members

Director-General/Head of Department 1 1 1 100%
Salary Level 16 2 2 1 50%
Salary Level 15 11 11 7 63.6
Salary Level 14 36 36 31 86.1
Salary Level 13 112 112 93 83
Total 162 162 133 821

Table 3.7.2 Reasons for not having concluded performance agreements for all SMS members as
on 31 March 2016

Reasons

Delayed signatures by supervisors due to work related commitments outside the office

Table 3.7.3 Disciplinary steps taken against SMS members for not having concluded
performance agreements as on 31 March 2016

Reasons
The affected officials will not qualify for any incentives as spelt out in the PMDS policy
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3.8 Performance rewards

To encourage good performance, the department has granted the following performance rewards during the year under
review. The information is presented in terms of race, gender, disability, salary bands and critical occupations.

Table 3.8.1 Performance rewards by race, gender and disability for the period 1 April 2015 to 31
March 2016

Number of Total employment | Percentage of total Cost (R'000)
Demographics
beneficiaries employment

African, Female 1693 33,1 7 828
African, Male 453 1578 28,7 7 209
Asian, Female 20 45 44 4 490
Asian, Male 14 35 40,0 258
Coloured, Female 33 103 32,0 556
Coloured, Male 27 130 20,8 360
Total Blacks, Female 614 1891 32,5 8 874
Total Blacks, Male 495 1813 27,3 7827
White, Female 86 178 48,3 1694
White, Male 61 212 28,8 1692
Employees with a disability 6 52 11,5 84
TOTAL 1254 3974 31,6 20171

Table 3.8.2 Performance rewards by salary band for personnel below Senior Management Service
for the period 1 April 2015 to 31 March 2016

Number of Total Percentage Cost (R'000)

Salary Band beneficiaries employment of total

employment
Lower skilled (Levels 1-2) 73 187 39,0 405
Skilled (Levels 3-5) 217 720 30,1 1606
Highly skilled production (Levels 6-8) 566 1467 38,6 7 325
Highly skilled supervision (Levels 9-12) 390 1007 38,7 10 107
Contract (Levels 3-5) 0 110 0,0 0
Contract (Levels 6-8) 3 203 1,5 49
Contract (Levels 9-12) 5 89 5,6 162
TOTAL 1254 3783 33,1 19654
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Table 3.8.3 Performance Rewards by critical occupation for the period 1 April 2015 to
31 March 2016

Number of Total Percentage Cost
Critical occupations beneficiaries employment of total (R’000)
employment
Administrative related 121 345 35,1 2629
Agriculture animal oceanography
. 0 4 0 0
forestry & other science
Agriculture related 2 2 100 50
All art.lsans in the building metal 9 29 31 87
machinery etc.
Apprals.ers-valuers and related 0 1 0 0
professionals
Auxiliary and related workers 86 251 34,3 1007
Blologlgts botanists zoologists & related 1 3 333 o5
professionals
Building and other property caretakers 14,3 6
Bus and heavy vehicle drivers 3 33,3 16
Cartographers and surveyors 66,7 113
Cartogr.aphlc surveying and related 0 11 0 0
technicians
Chem'lc.al and physical science 2 10 20 20
technicians
Civil engineering technicians 29 93 31,2 514
Cleapers in offices workshops 34 62 54.8 235
hospitals etc.
Client inform clerks(switchboard
S . 1 9 11,1 4
receptionist information clerks)
Communication and information related 4 29 13,8 171
Community development workers 25 76 32,9 398
Computer programmers. 0 1 0 0
Computer system designers and 1 1 100 o5
analysts.
Economists 0 1 0 0
Electr_lgal and electronics engineering 1 2 50 18
technicians
Engineering sciences related 24 327 7,3 780
Engineers and related professionals 12 55 21,8 563
Farm hands and labourers 0 2 0 0
Farming forestry advisors and farm 0 1 0 0
managers
Finance and economics related 39 107 36,4 868
Financial and related professionals 0 11 0 0
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Number of Total Percentage Cost
Critical occupations beneficiaries employment of total (R’000)
employment
Financial clerks and credit controllers 1 056
Food services aids and waiters 18 17 105,9 118
Forestry labourers 1 2 50 5
Generall legal administration & related o 10 20 48
professionals
Geologists geo.physmlsts hydrologists & 48 160 30 895
related professionals
Hgad of department/chief executive 0 3 0 0
officer
Health sciences related 0 1 0 0
Horticulturists foresters agriculture &
- 0 1 0 0
forestry technicians
Household and laundry workers 4 5 80 26
Household food and laundry services 1 2 50 6
related
Human resources & organlsathnal 15 36 417 297
development & related professionals
Human resources clerks 48 112 42,9 600
Human resources related 55 103 53,4 1176
Information technology related 15 23 65,2 282
Language pragtltloners interpreters & 9 33 273 171
other communicators
Legal related 0 0
Librarians and related professionals 3 100 20
Library mail and related clerks 10 39 25,6 132
Light vehicle drivers 6 23 26,1 37
Logistical support personnel 28 58 48,3 444
Material-recording and transport clerks 38 135 28,1 414
Mechanical engineering technicians 0 0 0 0
Messengers porters and deliverers 26 62 41,9 185
Mlnlng geology & geophysical & related 8 20 40 154
technicians
Motor vehicle drivers 1 4 25 5
Motorised farm and forestry plant - o7 25.9 o5
operators
Natural sciences related 80 267 30 2109
Nature conse'rvatlon and N 3 4 75 30
oceanographical related technicians
Other administration & related clerks 136 369 36.9 1493

and organisers
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Number of Total Percentage Cost
Critical occupations beneficiaries employment of total (R’000)
employment
Other administrative policy and related 37 76 48,7 623
officers
Other information technology personnel. 60 65
Other machine operators 0
Other occupations 23
Photographic lithographic and related
0 1 0 0
workers
Quantlty surveyors & rt?lgted 1 1 100 38
professionals not classified elsewhere
Regulatory inspectors 8 21 38,1 159
Risk management and security services 3 60 61
Road workers 0 0 0
Safety health and quality inspectors 2 40 49
Secretaries & other keyboard operating 48 116 414 708
clerks
Security guards 13 46,2 46
Security officers 37 16,2 78
Senior managers 102 0 170
Social sciences related 16 47 34 406
Social work and related professionals 3 33,3 12
Statisticians and related professionals 0 1 0 0
Trade labourers 57 245 23,3 349
Trade related 0 1 0 0
Trade/mdustry advisers & other related 1 4 o5 28
professionals
Water plant and related operators 24 53 45,3 99
TOTAL 1254 3974 31,6 20171

Table 3.8.4 Performance related rewards (cash bonus), by salary band for Senior Management

Service for the period 1 April 2015 to 31 March 2016

Total cost as
a % of the

Salary band Nurpt.aer. of Number of . % of total Total cost | Average cost ,

beneficiaries | employees | within salary (R’000) per | total personnel

bands employee expenditure

Band A 0 120 0 0 0 0

Band B 0 51 0 5 0 0

Band C 0 15 0 0 0 0

Band D 0 5 0 0 0 0

Total 0 191 0 5 0 0
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The tables below summarise the employment of foreign nationals in the department in terms of salary band and major

occupation.

Table 3.9.1 Foreign workers by salary band for the period 1 April 2015 to 31 March 2016

Salary Band

Employment at 1 April 2015
Number Percentage

of total

4 71

Employment at

31 March 2016

Number

=]

e

Change in
rcentage | employment
of total

Percentage
of total

Highly skilled production 3 20 -1 2,4
(Levels 6-8)

Highly skilled supervision 1M 19,6 8 53,3 -3 7,3
(Levels 9-12)

Senior management 2 3,6 1 6,7 -1 2,4
(Levels 13-16)

Contract (Levels 9-12) 38 67,9 2 13,3 -36 87,8
Contract (Levels 13-16) 1 1,8 1 6,7 0 0
TOTAL 56 100 15 100 -41 100

Table 3.9.2 Foreign workers by major occupation for the period 1 April 2015 to

31 March 2016

Employment at

Employment at

: : 1 April 2015 31 March 2016 Percentage
Major occupation
Percentage Percentage | Employment of Total
Number Number
of total of total
Administrative office workers 2 3,6 2 13,3 0
Information technology personnel 1 1,8 6,7 0
Other occupations 2 3,6 0 0 -2 4.9
Professionals and managers 50 89,3 1M 73,3 -39 951
Techmqans and associated 1 18 1 6.7 0 0
professionals

TOTAL 56 100 15 100 -41 100
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3.10 Leave utilisation

The Public Service Commission identified the need for careful monitoring of sick leave within the public service. The
following tables provide an indication of the use of sick leave and disability leave. In both cases, the estimated cost of
the leave is also provided.

Table 3.10.1 Sick leave for the period 1 January 2015 to 31 December 2015

Total Days | % Days with Number of % of Total Average Estimated
Medical Employees | Employees Days per Cost
Salary Band Certification using Sick using Sick Employee (R000)
Leave Leave
Lower skilled (Levels 1-2) 2445 86,4 412 9,2 6 1035
Skilled (Levels 3-5) 7 230 87,2 966 21,5 7 3682
Highly skilled production 12146 79,1 1673 37,3 7 11 691
(Levels 6-8)
Highly skilled supervision 6203 80 955 213 6 11 402
(Levels 9-12)
Senior management
(Levels 13-16) 781 83,4 143 3,2 5 2874
Contract (Levels 3-5) 492 59,6 112 2,5 4 326
Contract (Levels 6-8) 601 64,2 145 3,2 4 594
Contract (Levels 9-12) 344 67,4 79 1,8 4 540
Contract (Levels 13-16) 14 100 5 0,1 3 61
TOTAL 30 256 81,2 4 490 100 7 32 205
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Table 3.10.2 Disability leave (temporary and permanent) for the period 1 January 2015 to 31

December 2015

Salary Band

% Days with
medical
certification

Number of
employees

using disability | using disability

leave

% of total
employees

leave

Average
days per
employee

Estimated
cost (R'000)

Lower skilled (Levels 1-2) 674 100 14 6,2 48 303
Skilled (Levels 3-5) 1000 100 40 17,7 25 614
Highly skilled production 1825 100 111 491 16 1895
(Levels 6-8)

Highly skilled supervision 1313 100 52 23 25 2 548
(Levels 9-12)

Senior management 21 100 2 0,9 11 73
(Levels 13-16)

Contract (Levels 3-5) 113 100 0,9 57 95
Contract (Levels 6-8) 40 100 3 1,3 13 38
Contract (Levels 9-12) 14 100 0,9 7 29
TOTAL 5000 100 226 100 22 5595

The table below summarises the utilisation of annual leave. The wage agreement concluded with trade unions in the
PSCBC in 2000 requires management of annual leave to prevent high levels of accrued leave being paid at the time of
termination of service.

Table 3.10.3 Annual Leave for the period 1 January 2015 to 31 December 2015

Total days taken Average days per Number of

Salary Band employee employees who

took leave

Lower skilled (Levels 1-2) 13 072,09 15 877
Skilled (Levels 3-5) 31 118,42 17 1854
Highly skilled production (Levels 6-8) 47 082,25 20 2 406
Highly skilled supervision (Levels 9-12) 28 715,25 20 1438
Senior management (Levels 13-16) 5343 22 243
Other 2 1 2
Contract (Levels 3-5) 2 059,92 10 201
Contract (Levels 6-8) 3681 14 263
Contract (Levels 9-12) 1962 12 161
Contract (Levels 13-16) 240 16 15
Not Available 43 4 11
TOTAL 133 318,93 18 7471
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Table 3.10.4 Capped leave for the period 1 January 2015 to 31 December 2015

Average Total number

Number of Number of
Average | capped leave of capped
Total days employees employees
number of | per employee leave
Salary Band of capped who took . as at
days taken as at available at
leave taken capped 31 Decem-
per employee 31 Decem- leave 31 Decem- ber 2015
ber 2015 ber 2015
Lower skilled 1 1 50 1 2637 53
(Levels 1-2)
Skilled 42 4 80 12 25 605 321
(Levels 3-5)
Highly skilled 211 7 77 30 32163 418
production
(Levels 6-8)
Highly skilled 129 6 68 22 18 073 266
supervision
(Levels 9-12)
Senior management 69 9 64 8 5 587 87
(Levels 13-16)
TOTAL 452 6 73 73 84 065 1145

Table 3.10.5 Leave pay-outs for the period 1 April 2015 to 31 March 2016

Reason Total amount Number of paygg(r::apier
R’ |
(R'000) employees TR leEe ()
Leave pgy-out for 2015/16 due to non-utilisation of leave for 233 7 33286
the previous cycle
Capped leave pay-outs on termination of service for 2015/16 11843 256 46 262
Current leave pay-out on termination of service for 2015/16 969 107 9 056
TOTAL 13 045 370 35 257

3.11  HIV/AIDS and health promotion programmes

Table 3.11.1 Steps taken to reduce the risk of occupational exposure

Units/categories of employees identified to be at high risk of contracting HIV | Key steps taken to reduce the risk
& related diseases (if any)

None | N/A
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Table 3.11.2 Details of Health Promotion and HIV/AIDS Programmes

Has the department designated a member of the SMS
to implement the provisions contained in Part VI E of
Chapter 1 of the Public Service Regulations, 2001? If
so, provide her/his name and position.

Director: Organlsatlonal Development.

Does the department have a dedicated unit or have Yes Two (2) in head office and 1 in each
you designated specific staff members to promote regional office (i.e. A total of 11)
health and well-being of your employees? If so,
indicate the number of employees who are involved
in this task and the annual budget that is available for
this purpose.
Has the department introduced an Employee Yes Case management; training and
Assistance or Health Promotion Programme for your development; networking; consulting;
employees? If so, indicate the key elements/services marketing;
of the programme.
Has the department established (a) committee(s) Yes Mr Moyi;
as contemplated in Part VI E.5 (e) of Chapter 1 of
the Public Service Regulations, 2001? If so, please Ms Moabelo;
provide the names of the members of the committee
and the stakeholder(s) that they represent. Ms Baloyi;

Mr Ramaswe;

Ms Mpshe
Has the department reviewed the employment policies Yes The policy was reviewed in 2014 and is
and practices of your department to ensure that these due to be reviewed again in 2016
do not unfairly discriminate against employees on the
basis of their HIV status? If so, list the employment
policies/practices so reviewed.
Has the department introduced measures to protect Yes The policy categorically states that action
HIV-positive employees or those perceived to be will be taken against those discriminating
HIV-positive from discrimination? If so, list the key against HIV+ employees
elements of these measures.
Does the department encourage its employees to Yes HCT is rolled out through wellness
undergo Voluntary Counselling and Testing? If so, list centres/clinics located in all regional/
the results that you have achieved. cluster offices.
Has the department developed measures/indicators Yes Impact assessment studies and feedback

to monitor & evaluate the impact of your health
promotion programme? If so, list these measures/
indicators.

reports after interventions.
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3.12 Labour relations

Table 3.12.1 Collective agreements for the period 1 April 2015 to 31 March 2016

None | N/A

The following table summarises the outcome of disciplinary hearings conducted within the department for the year under
review.

Table 3.12.2 Misconduct and disciplinary hearings finalised for the period 1 April 2015 to
31 March 2016

Outcomes of disciplinary hearings Percentage of total

TOTAL | 23| 0

Table 3.12.3 Types of misconduct addressed at disciplinary hearings for the period
1 April 2015 to 31 March 2016

Number Percentage of Total

Type of misconduct total

Fraud

Absenteeism

Procurement irregularities

Dishonesty

Misuse of state vehicles

NI=|N[|O|O

Negligence
TOTAL 23 0 0
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Table 3.12.4 Grievances logged for the period 1 April 2015 to 31 March 2016

Number of grievances addressed | Number | Percentage of total | Total
TOTAL 122 0 0

Table 3.12.5 Disputes logged with Councils for the period 1 April 2015 to 31 March 2016

Number of disputes addressed | Number | Percentage of total

Upheld 3 15,8
Dismissed 16 84,2
Total 19

Table 3.12.6 Strike actions for the period 1 April 2015 to 31 March 2016

Strike actions

Total number of person working days lost None
Total cost (R'000) of working days lost None
Amount (R'000) recovered as a result of no work no pay None

Table 3.12.7 Precautionary suspensions for the period 1 April 2015 to 31 March 2016

Precautionary suspensions
4

Number of people suspended

Number of people whose suspension exceeded 30 days 4

Average number of days suspended 90

Cost (R’000) of suspensions 830 745
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3.13  Skills development

This section highlights the efforts of the department with regard to skills development.

Table 3.13.1 Training needs identified for the period 1 April 2015 to 31 March 2016

Occupational Categories

Gender

Employment

Learner-
ships

Skills
programmes
& other short

courses

Other forms
of training

Legislators, senior officials Female 48 0 4 0 4
and managers Male 57 0 8 0 8
Professionals Female 483 0 327 0 327
Male 570 0 486 0 486
Technicians and associate Female 561 0 481 0 481
professionals Male 581 0 387 0 387
Clerks Female 738 0 455 0 455
Male 298 0 390 0 390
Service and sales workers Female 29 0 0 0 0
Male 49 0 0 0 0
Skilled agriculture and fishery | Female 0 0 0 0 0
workers Male 0 0 0 0
Craft and related trades Female 1 0 0 0 0
workers Male 30 0 0 0 0
Plant and machine operators | Female 15 0 28 0 28
and assemblers Male 103 0 96 0 96
Elementary occupations Female 143 0 172 0 172
Male 268 0 494 0 494
Gender sub totals Female 2018 0 1467 0 1467
Male 1956 0 1861 0 1861
Total 3974 0 3328 0 3328
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Table 3.13.2 Training provided for the period 1 April 2015 to 31 March 2016

Skills
programmes | Other forms

ional i Empl L hi
Occupational Categories mployment | Learnerships & other short of training

courses

Legislators, senior officials and | Female 48 0 166 90 256
managers Male 57 0 156 90 246
Female 483 0 194 121 315
Professionals
Male 570 0 227 158 385
Technicians and associate Female 561 0 241 204 445
professionals Male 581 0 360 210 570
Female 738 0 393 259 652
Clerks
Male 298 0 139 128 267
) Female 29 0 28 1 29
Service and sales workers
Male 49 0 68 1 69
Skilled agriculture and fishery Female 0 0 0 0 0
workers Male 0 0 0 0 0
Female 0 0 1 1
Craft and related trades workers
Male 30 0 25 2 27
Plant and machine operators Female 15 0 12 4 16
and assemblers Male 103 0 229 35 264
) Female 143 0 50 99 149
Elementary occupations
Male 268 0 165 275 440
Female 2018 0 1084 779 1863
Gender sub totals
Male 1956 0 1369 899 2 268
Total 3974 0 2 453 1678 4131

3.14  Injury on duty

The following table provide basic information on injury on duty.

Table 3.14.1 Injury on duty for the period 1 April 2015 to 31 March 2016

Nature of injury on duty Percentage of total

Required basic medical attention only 126 99,2
Temporary total disablement 0 0
Permanent disablement 0 0
Fatal 1 0,8
Total 127 100
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3.15 Ultilisation of consultants

The following tables relate to information on the utilisation of consultants in the department. In terms of the Public Service
Regulations “consultant’ means a natural or juristic person or a partnership who or which provides in terms of a specific
contract on an ad hoc basis any of the following professional services to a department against remuneration received

from any source:

(@) The rendering of expert advice;

(b) The drafting of proposals for the execution of specific tasks; and

(c) The execution of a specific task which is of a technical or intellectual nature, but excludes an employee of a

department.

Table 3.15.1 Report on consultant appointments using appropriated funds for the period

1 April 2015 to 31 March 2016

Total number of

. . consultants that Duration Contract value in
Project title
worked on the Rand
: (Work days)
project
Appointment of a professional service provider (PSP) for 9 24 Months R4 974 048,00
Development of Resource Directed measures decision
support system
Appointment of a professional service provider (PSP) for 21 24 Months R2 383 854,00
Development of Procedures to operationalise Resource
Directed Measures
Appointment of a service provider for provision of 19 36 Months | R48 949 853,00
employee health and wellness services in the Department
Appointment of a professional service provider for 21 24 Months R8 280 289,00
development of an Integrated Water Quality Management
Strategy (IWQMS)
Appointment of a professional service provider (PSP) 24 24 Months R3 240 005,00
for determination of Ecological Water (Rivers, Estuaries
Requirements for Surface Water and groundwater in the
Lower Orange WMA
Appointment of a professional service provider for 9 18 Months R1 913 189,04
Environmental Impact Assessment for the proposed
surfaced water developments for augmentation of the
Western Cape water supply system
Appointment of a professional service provider (PSP) to 8 5 Months R1 188 244,80
conduct a forensic investigation into the alleged fraudulent
activities and theft of mobile devices to the Director-
General (DG)
Development of an integrated Water Quality Management 25 24 Months R3 965 376,00
Plan (IWQMP) for the Olifants river system
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Total number of Duration
consultants that Contract value in

worked on lthe (Work days) Rand
project

Project title

Appointment of a professional service provider for the 17 18 Months R2 885 918,00
determination of resource quality objectives in Moloko and
Matlabas and Crocodile (West) and Marico catchments in
the Limpopo and North West Water Management Area
(WMA) for a period of 18 months

Determination of water Resource Classes and associated 31 30 Months R9 133 115,00
resource quality objectives in Berg catchment for a period
of 30 months

Appointment of a professional service provider for the 35 36 Months | R12 803 160,00
Water Reconciliation Strategy for the Algoa Water supply
system for a period of thirty six (36) months

Appointment of a professional consultancy services 20 6 Months | R16 489 014,00
to assist in the development and implementation of a
financial management system for accruals, commitments,
assets and process engineering for the Supply Chain
Management

Appointment of Aurecon South Africa (Pty) Ltd for the 32 24 Months R7 500 000,00
determination of water resource classes and resource
quality objectives for water resources in the Breede and
Gouritz water management area

Appointment of a professional service provider to review 18 12 Months | R12 363 634,00
the organisational structure of the department of Water
and Sanitation for a period of twelve (12) months

Feasibility plan for groundwater resource development 24 24 Months R7 556 631,00
of the Malmani Dolomites within the Olifants River water
supply system

Appointment of a professional service provider for the 34 24 Months R5 414 658,00
determination of water resource classes and resource
quality objectives in the Mzimvubu Catchment for a period
of twenty four (24) months

Total number of proiects Total individual Total duration: Total contract
Prol consultants Work days value in Rand

377 | 401 months | R156 398 890,84
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Table 3.15.2 Analysis of consultant appointments using appropriated funds, in terms of
Historically Disadvantaged Individuals (HDIs) for the period 1 April 2015 to 31 March 2016

Number of
Consultants from
HDI groups that
work on the project

Percentage Percentage

Project title ownership by HDI management by
groups HDI groups

Appointment of a professional service provider (PSP) 0 0% 6
for Development of Resource Directed measures
decision support system

Appointment of a professional service provider (PSP) 0 0,84 10
for Development of Procedures to operationalise
Resource Directed Measures

Appointment of a service provider for provision 0 0,76% 17
of employee health and wellness services in the

Department

Appointment of a professional service provider (PSP) 0 0% 6

for Development of Resource Directed measures
decision support system

Appointment of a professional service provider (PSP) 0 0,84 10
for Development of Procedures to operationalise
Resource Directed Measures

Appointment of a professional service provider 0 0,21 13
for development of an Integrated Water Quality
Management Strategy (IWQMS)

Appointment of a professional service provider (PSP) 0 0,96 13
for determination of Ecological Water (Rivers, Estuaries
Requirements for Surface Water and groundwater in
the Lower Orange WMA

Appointment of a professional service provider for 9 0,09 5
Environmental Impact Assessment for the proposed
surfaced water developments for augmentation of the
Western Cape water supply system

Appointment of a professional service provider (PSP) 2,4 0 5
to conduct a forensic investigation into the alleged
fraudulent activities and theft of mobile devices to the
Director-General (DG)

Development of an integrated Water Quality 7,165 0,75 13
Management Plan (IWQMP) for the Olifants river

system

Appointment of a professional service provider for the 0 0,34 10

determination of resource quality objectives in Moloko
and Matlabas and Crocodile (West) and Marico
catchments in the Limpopo and North West Water
Management Area (WMA) for a period of 18 months

Determination of water Resource Classes and 0 0 16
associated resource quality objectives in Berg
catchment for a period of 30 months
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Number of
Consultants from
HDI groups that
work on the project

Percentage Percentage

Project title ownership by HDI management by
groups HDI groups

Appointment of a professional service provider for the 0 0 12
Water Reconciliation Strategy for the Algoa Water
supply system for a period of thirty six (36) months

Appointment of a professional consultancy services 0 0,8 19
to assist in the development and implementation
of a financial management system for accruals,
commitments, assets and process engineering for the
Supply Chain Management

Appointment of Aurecon South Africa (Pty) Ltd for the 0 1,6 18
determination of water resource classes and resource
quality objectives for water resources in the Breede
and Gouritz water management area

Appointment of a professional service provider to 0 0,18 10
review the organisational structure of the department
of Water and Sanitation for a period of twelve (12)
months

Feasibility plan for groundwater resource development 0 0,24 9
of the Malmani Dolomites within the Olifants River
water supply system

Appointment of a professional service provider for the 0 0,34 18
determination of water resource classes and resource
quality objectives in the Mzimvubu Catchment for a
period of twenty four (24) months
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3.16  Severance packages

Table 3.16.1 Granting of employee initiated severance packages for the period

1 April 2015 to 31 March 2016

Category

No of applications

No of applications
referred to the

No of applications
supported by

No of packages
approved by

Ll MPSA MPSA department
Lower Skilled (Salary Level 1-2) 0 0 0 0
Skilled (Salary Level 3-5) 0 0 0 0
Highly Skilled Production
(Salary Level 6-8) 0 0 0 0
Highly Skilled Production
(Salary Level 9-12) 0 0 0 0
Senior Management
(Salary Level 13 and higher)
Total
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

1 REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL
STATEMENTS FOR THE DEPARTMENT OF WATER AND
SANITATION (VOTE 36)

We are pleased to present our report for the financial year ended 31 March 2016.

Audit Committee and attendance

The Audit Committee consists of the external members listed hereunder and is required to meet a minimum
of at least two times per annum as per provisions of the Public Finance Management Act (PFMA). In terms of
the approved Terms of Reference (Audit Committee Charter), seven meetings were held during the current
year, i.e. five meetings to consider the Quarterly Performance Reporting (financial and non-financial) and two
meetings to review and discuss the Annual Financial Statements and the Auditor-General of South Africa
(AGSA) Audit and Management Reports.

Non-Executive Members

Name of Member Number of meetings attended

Mr. Justice Motha (Chairperson) 03 (Contract ended 31/3/2016)
02 (Contract ended 31/3/2016)
Adv. Frans Van der Westhuizen 02 (Contract ended 31/3/2016)
Mr. Thiru Mudaly 00 (Contract ended 31/3/2016)
Adv. Job Molapo 02 (Contract ended 31/3/2016)
06 (
04 (
04 (A

Ms. Natalie Skeepers

Ms. Annah Badimo Reappointed 1/4/2016)
Mr. Japie du Plessis (Chairperson) Appointed 1/4/2016)
ppointed 1/4/2016)

Mr. Lwazi Kuse

Executive Members

In terms of the Audit Committee Charter, officials listed hereunder are obliged to attend meetings of the Audit
Committee:

Compulsory Attendance Number of meetings attended

Ms. Margaret Diedricks (Accounting Officer) 03 (Resigned 7 July 2016)

Mr. Sifiso Mkhize (Chief Financial Officer) 04

Mr. Chris Du Preez (Chief Risk Officer) 07

Ms. Mbali Manukuza (Acting Chief Financial Officer) 01 (From 8/7/2016)

Ms. Rebecca Nkomo (Acting Chief Financial Officer) 02 (From 7/7/2015 to 31/10/2015)

The Audit Committee noted that the Accounting Officer did not attend all seven scheduled Audit Committee
meetings and delegated a proxy to attend on her behalf. Therefore, the Audit Committee is satisfied that the
Department adhered to the provisions of the Audit Committee Charter.

The Members of the Audit Committee met with the Senior Management of the Department, Internal Audit
and the AGSA, individually and collectively to address risks and challenges facing the Department. A number
of in-committee meetings were held to address control weaknesses and deviations within the Department.
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Audit Committee Responsibility

The Audit Committee reports that it has complied with its responsibilities arising from section 38(1)(a) of the
PFMA 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 all its responsibilities as contained therein.

The Effectiveness of Internal Control

The Audit Committee took note that in order to improve the effectiveness of the internal control environment
at the Department the Accounting Officer merged all the internal assurance services and established one
Chief Directorate: Risk Management comprising the functions Risk Management, Internal Audit and Internal
Control.

The internal control environment in the Department has been enhanced since the Accounting Officer ensured
that matters of Internal Control, Risk Management and Internal Audit were prioritised in the Top Management
meetings.

Deficiencies in the system of internal control and deviations were reported in the Internal and AGSA Audit
Reports.

The Audit Committee noted the Auditor-General’'s improved unqualified audit opinion with findings on
predetermined objectives and compliance with legislation for the Department.

The overall opinion of Internal Audit on the internal control design at the Department is partially adequate and
effective.

The Audit Committee also reviewed the progress with respect to the ICT Governance in line with the ICT
Framework issued by the Department of Public Services and Administration. Although there were some
progress on the ICT internal control, the Audit Committee report its dissatisfaction with minimal progress
made with the implementation of the Information Technology Steering Committee, Disaster Recovery Plan,
the Business Continuity Plan and the monitoring of access in the server control room. This continued to be
a high risk for the Department.

The Department did implement some of the recommendations made by the Audit Committee.

Internal Audit

The Audit Committee is satisfied that the Internal Audit plan represents a clear alignment with the key risks,
has adequate information systems coverage, and a good balance across the different categories of audits,
i.e. risk-based, mandatory, performance, computer and follow-up audits.

The Audit Committee has noted improvement in the communication between the Executive Management, the
AGSA and the Internal Audit Function which has strengthened the Corporate Governance initiatives within
the Department.

The Audit Committee wishes to stress that in order for the Internal Audit Function to operate at an optimal
level as expected by the Audit Committee, the shortage in human resources and skills must be addressed as
a matter of urgency.

Risk Management

The Department’s approach to the management of risk is based on sound governance processes and
depends on both a collective oversight and an individual responsibility. Progress on the Department’s Risk
Management was reported to the Audit Committee on a quarterly basis. The Audit Committee is satisfied that
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the actual management of risk is receiving attention, although there are areas that still require improvement.
Management should take full responsibility for the entire Enterprise Risk Management Process and continue
to support the Chief Risk Officer to even further enhance the performance of the Department.

The Audit Committee fulfils an oversight role regarding the management and reporting of risk. The Department
continues to enhance its risk management capabilities that will better position the Department to achieve its
objectives in a controlled environment.

Forensic Investigations

The Special Investigation Unit conducted a forensic investigation regarding possible conflict of interest,
possible irregularities and possible supply chain matter irregularities. This investigation was completed in the
current year under review and the results were provided to the Department.

The Special Investigation Unit is conducting a forensic investigation on a pipeline. This investigation is in
progress.

Several investigations were conducted/are in progress by the Internal Audit unit at the request of the
Accounting Officer and/or the Minister arising from allegations against officials of the Department. The
completed investigations resulted in recommendations for disciplinary and/or criminal proceedings to be
instituted against the department’s officials concerned.

The quality of quarterly reports submitted in terms of the PFMA and the Division of Revenue Act

The Audit Committee is satisfied with the content and quality of some of the financial and non-financial
quarterly reports prepared and submitted by the Accounting Officer of the Department during the year under
review and confirms that the reports were mostly in compliance with the statutory reporting framework.

Evaluation of Annual Financial Statements

The Audit Committee has:

* Reviewed and discussed the audited Annual Financial Statements to be included in the Annual Report,
with the AGSA and the Accounting Officer;

* Reviewed the Audit Report of the AGSA,;

* Reviewed the AGSA Management Report and Management’s response thereto;
» Reviewed the Department’s compliance with legal and regulatory provisions; and
* Reviewed significant adjustments resulting from the audit.

The Audit Committee concurs with and accepts the AGSA conclusions 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 AGSA.
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Evaluation of Annual Performance Report

The Audit Committee has considered the performance information report submitted to the AGSA for review
and noted with concern the internal control deficiencies over:

» Lack of standardised operating procedures/processes to ensure reliability, verifiability, accuracy and
completeness of the performance information.

* The Audit Committee has also requested management to take appropriate steps to ensure that
performance targets are specific as required by the Performance Management and Reporting
Framework.

Compliance with Laws and Regulations

The AGSA has reported supply chain findings that the Department did not have a proper internal control
system to ensure that all tender processes conducted on behalf of the Department by the implementing
agents were adhere to. Management has to ensure that all procurement complies with laws, regulations
and all departmental policies and procedures. Further the remedial steps as prescribed in the PFMA must be
instituted immediately to ensure that there is consequence management and compliance.

One-on-One Meeting with the Accounting Officer

The Audit Committee has met with the Accounting Officer for the Department to address unresolved issues

Auditor-General of South Africa

The Audit Committee has met with the AGSA to ensure that there are no unresolved issues.

MfJapie du Plessis

Chairperson of the Audit Committee
Department of Water and Sanitation
31 July 2016
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2

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON VOTE
NO 36: DEPARTMENT OF WATER AND SANITATION

Report on the financial statements

Introduction

1

| have audited the financial statements of the Department of Water and Sanitation set out on pages
202 to 315, which comprise of the appropriation statement, the statement of financial position as at
31 March 2016, the statement of financial performance, statement of changes in net assets, and cash
flow statement for the year then ended, as well as 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 Modified Cash Standards (MCS) 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 the Division of Revenue Act of South Africa, 2014 (Act No. 10 of 2014) (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, 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 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.

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 and fair presentation 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Opinion

6

In my opinion, the financial statements present fairly, in all material respects, the financial position of
the Department of Water and Sanitation as at 31 March 2016 and its financial performance and cash
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flows for the year then ended, in accordance with the MCS prescribed by the National Treasury and the
requirements of the PFMA an DORA.

Emphasis of matter

7 | draw attention to the matter below. My opinion is not modified in respect of this matter.
Restatement of corresponding figures

8 As disclosed in note 34 to the financial statements, the corresponding figures for 2014/15 have been
restated as a result of errors discovered during 2015/16 in the financial statements of the Department
of Water and Sanitation at, and for the year ended, 31 March 2015.

Report on other legal and regulatory requirements

9 In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004)(PAA) and the general
notice issued in terms thereof, | have a responsibility to report findings on the reported performance
information against predetermined objectives of selected programmes presented in the annual
performance report, compliance with legislation and internal control. The objective of my tests was to
identify reportable findings as described under each subheading but not to gather evidence to express
assurance on these matters. Accordingly, | do not express an opinion or conclusion on these matters.

Predetermined objectives

10 | performed procedures to obtain evidence about the usefulness and reliability of the reported
performance information of the following selected programmes presented in the annual performance
report of the department for the year ended 31 March 2016:

*  Programme 3: Water Infrastructure Development on pages 65 to 79.
* Programme 4: Water and Sanitation Services on pages 79 to 84.

* Programme 5: Water Sector Regulation on pages 84 to 93.

11 | evaluated the usefulness of the reported performance information to determine whether it was
presented in accordance with the National Treasury’s annual reporting principles and whether the
reported performance was consistent with the planned programmes. | further performed tests to
determine whether indicators and targets were well defined, verifiable, specific, measurable, time bound
and relevant, as required by the National Treasury’s Framework for managing programme performance
information (FMPPI).

12 | assessed the reliability of the reported performance information to determine whether it was valid,
accurate and complete.

13 The material findings in respect of the selected programmes are as follows:
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Programme 3: Water Infrastructure Development

Usefulness of reported performance information

14 1did not identify any material findings on the usefulness of the reported performance information for the
Water Infrastructure Development.

Reliability of reported performance information

15 TheFMPPIrequires auditees to have appropriate systems to collect, collate, verify and store performance
information to ensure reliable reporting of actual achievements against planned objectives, indicators
and targets. The reported achievement against the planned target of the important indicator - number
of households provided with (interim or basic) water supply in the 27 priority districts - could not be
verified as not all the lists of households could be obtained

Programme 4: Water and Sanitation Services

16 | did not identify any material findings on the usefulness and reliability of the reported performance
information for the Water and Sanitation Services programme

Programme 5: Water Sector Regulation

Usefulness of reported performance information

17  The FMPPI requires that performance targets should be specific in clearly identifying the nature and
required level of performance. A total of 30% targets were not specific.

Reliability of reported performance information

18 TheFMPPIrequires auditees to have appropriate systems to collect, collate, verify and store performance
information to ensure reliable reporting of actual achievements against planned objectives, indicators
and targets. The reported achievements against planned targets of the important indicators below were
not reliable:

» The percentage of water use authorisation applications finalised within the required 300 days
turnaround indicator - is not complete as water use licenses and general authorisations finalised
were not included in the schedule supporting the annual performance report and the indicator is not
valid as some water use licences were finalized in excess of the 300 days turnaround time and were
reported as part of this indicator.

* The number of dams evaluated in compliance with dam safety regulations indicator - we were
unable to obtain sufficient appropriate evidence as some dam risk categories were not specified
in the inspection reports. Also the indicator is not complete as dam safety evaluations were not
performed for all dams within the specified period as per the regulations.

« The percentage of reported non-compliant cases investigated indicator - is incomplete as non-
compliant cases reported are not included in the schedule supporting the annual performance
report.

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



PART E | ANNUAL FINANCIAL STATEMENTS - VOTE 36

- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

Additional matters

19 I draw attention to the following matters:

Achievement of planned targets

20 Refer to the annual performance report on pages 44 to 93; 96 to 100 for information on the achievement
of planned targets for the year. This information should be considered in the context of material findings
on conclusions expressed on usefulness and reliability of the reported performance information in
paragraphs 14 to 18 of this report.

Adjustment of material misstatements

21 | identified material misstatements in the annual performance report submitted for auditing on the
reported performance information of water infrastructure development, water and sanitation services
and water sector regulation programmes. As management subsequently corrected only some of the
misstatements, | identified material findings on reliability of the reported performance information.

Compliance with legislation

22 | performed procedures to obtain evidence that the department had complied with applicable legislation
regarding financial matters, financial management and other related matters. My material findings on
compliance with specific matters in key legislation, as set out in the general notice issued in terms of the
PAA, are as follows:

Strategic planning and performance

23  Effective, efficient and transparent systems of risk management and internal control with respect to
performance information and management was not maintained in all instances as required by section
38(1)(a)(i) of the PFMA.

Financial statements and annual reports

24 The financial statements submitted for auditing were not prepared fully in accordance with the prescribed
financial reporting framework and supported by full and proper records as required by section 40(1) (a)
and (b) of the Public Finance Management Act.

25 Material misstatements of commitments and other disclosure notes identified by the auditors in the
submitted financial statements were subsequently corrected and the supporting records were provided
subsequently, resulting in the financial statements receiving an unqualified audit opinion.

Expenditure management

26  Effective steps were not taken to prevent irregular expenditure, amounting to R1.7 billion as disclosed in
note 25 of the financial statements, as required by section 38(1)(c)(ii) of the Public Finance Management
Act and Treasury Regulation 9.1.1.
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27

28

Effective steps were not taken to prevent irregular expenditure as required by section 38(1)(c)(ii) of the
Public Finance Management Act and Treasury Regulation 9.1.1. The value of R1.7 billion as disclosed
in note 25 is not complete as management is still busy with the exercise to quantify the full extent
of the irregular expenditure. This will be specific to procurement processes that were done by the
implementing agents on behalf of the department.

Effective steps were not taken to prevent fruitless and wasteful expenditure, amounting to R87 156 000
as disclosed in note 26 of the financial statements, as required by section 38(1)(c)(ii) of the Public
Finance Management Act and Treasury Regulation 9.1.1. An amount of R52 million relating to possible
double payments has been disclosed as fruitless and wasteful expenditure pending the outcome of the
investigations by the internal auditors.

Procurement and contract management

29

30

31

Goods and services of a transaction value above R500 000 were procured without inviting competitive
bids, as required by Treasury Regulations 16A6.4

Thresholds for local content on designated sectors procurement were in some instances not properly
applied in accordance with the requirements of preferential procurement regulation 9 as a specification
committee were not established for a portion of the year.

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

Internal control

32 | considered internal control relevant to my audit of the financial statements, annual performance
report and compliance with legislation. The matters reported below are limited to the significant internal
control deficiencies that resulted in the findings on the annual performance report and the findings on
compliance with legislation included in this report.

Leadership

33 Management did not have documented policies and procedures to guide the operations of the

department with regards to commitments on the Regional Bulk Infrastructure Grant (RBIG) and the
Municipal Water Infrastructure Grant (MWIG). A manual / policy did not exist for the year under
review to support payments in having a proper reconciliation system per project in place to ensure all
information pertaining to the project are reconciled on a monthly basis.

Financial and performance management

34  The department did not standardize all the operating procedures /processes (SOP) per indicator in which
adequate internal controls can be implemented. This relates to having a proper record management
system to maintain information that supported the reported performance in the annual performance
report.
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35 The department did not have a proper internal control system to ensure that all tender processes
conducted on behalf of the department by the implementing agents were adhere to.

Other reports

36 | draw attention to the following engagements that could potentially impact on the department’s
financial, performance and compliance related matters. My opinion is not modified in respect of these
engagements that are either in progress or have been completed.

Performance audits

37 A performance audit to evaluate the effectiveness of the basic water infrastructure programme between
2008 and 2015 was conducted. The audit was completed and the report is expected to be tabled in
September 2016.

Investigations

38 The Special Investigation Unit (SIU) was investigating possible conflict of interest, possible irregularities
identified by the SIU data analysis and also possible supply chain matter irregularities. This investigation
was completed in the current year under review and the results were provided to the department.

39 The Special Investigation Unit (SIU) was conducting a forensic investigation on the Vuwani Steel
pipeline. This investigation is still in progress.

40 An independent consulting firm is performing an investigation at the request of the Director-General.
This investigation was initiated based on allegation of misappropriation of the department’s construction
equipment. The investigation is still in progress.

41  Several investigations were conducted / are in progress by the internal audit unit at the request of the
Accounting Officer and/or the Minister arising from allegations against officials of the department. Those
completed investigations resulted in recommendations for disciplinary and/or criminal proceedings to
be instituted against the department officials concerned.

Lokt Feneral

Pretoria
31 July 2016

--------------
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

NOTES TO THE APPROPRIATION STATEMENT FOR THE YEAR ENDED
31 MARCH 2016

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 the note on Payments for financial assets to
the Annual Financial Statements

4  Explanations of material variances from Amounts Voted (after Virement)

. Variance Variance as
Final Actual

41 Per programme .. . a % of Final
Appropriation Expenditure R’000 Appropriation

Administration 1519 753 1 517 867 1886 0%

An allocation of R1.886 million could not be spent as a result of transfers which could not be made to
Higher Education Institution R1.000 million and Non Profit Institutions R0.800 million due to outstanding
documents.

Water Planning and

) 684 446 668 817 15629 2%
Information Management

An allocation of R15.629 million could not be spent mainly as a result of unfilled funded vacant positions
which could not be filled due to changes in organisational structure R7.415 million, and the related goods
and services R3.598 and payments for capital expenditure R4.613 million, mainly in the Integrated Planning
and Water Information Management activities of the department.

Water Infrastructure

11 856 540 11 748 847 107 693 1%
Development

An allocation of R107.693 million for the Water Services infrastructure could not be spent due to the delays
in the procurement of services and contractors by the department’s Implementing Agents, and the delays
in delivery of ordered material required for implementation of Water Infrastructure Development projects
which were in construction phase. The Department has requested a rollover of R46.789 million from the
fiscus to finalise the projects.
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

Water and Sanitation

. 1414 674 1359 575 55099 4%
Services

An allocation of R55.099 million could not be spent in activities relating to Water Sector Support
R4.538 million and National Sanitation R50.561 million as a result of capacity constraints in terms of
inadequate technical skills, high vacancy rate in the programme and challenges with regulation of sanitation
technologies. Further to this, there were delays in delivery of material for construction of sanitation structures
under the rural households’ infrastructure projects. The Department has requested a rollover of R29.159
million from the fiscus to finalise the projects.

Water Sector Regulation 271117 261 868 9 249 3%

An allocation of R9.249 million could not be spent in this programme mainly due to the delays in the finalising
the invoice (which required legal advice) for a Water Use Association and the transfer payment which could
not be transferred to Water Research Commission due to the delays in finalisation of memorandum of
agreement.

Variance as a %

4.2 Per economic Final Actual . .
e L . Variance of Final Appro-
classification Appropriation Expenditure ...
priation
R’000 R’000 R’000 R’000
Current payments 2976 563 2902 343 74 220 2%
Compensation of employees 1400 194 1360 369 39 825 2.84%
Goods and services 1569 834 1535439 34 395 2%
Interest and rent on land 6 535 6 535 - 0%
Transfers and subsidies 5084 398 5078 344 6 054 0%
Provinces and municipalities 2305744 2 305 689 55 0%
Departmental agencies and 1745 893 1744 838 1055 0%
accounts
Higher education institutions 2000 1000 1000 50%
Public corporations and 802 000 801748 252 0%
private enterprises
Foreign governments and 189 267 189 231 36 0%
international organisations
Non-profit institutions 1998 681 1317 66%
Households 37 496 35157 2339 6%
Payments for capital 7680 719 7571 438 109 281 1%
assets
Buildings and other fixed 7 550 980 7 455 957 95023 1%
structures
Machinery and equipment 100 543 86 450 14 093 14%
Intangible assets 29 196 29 031 165 1%
Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

Payments for financial

4 850 4 849 1 0%
assets

The under spending of R39.825 million in Compensation of Employees is mainly attributable to the
process of restructuring which resulted in deferring the filling of vacant positions within the Department
across all programmes. Consequently, expenditure of Goods and Services which are associated with the
Human Resources activities relating to filling of positions such as advertising, induction and training of
new employees, have been affected and contributed to the overall under spending of R34.399 million in
that item. The under spending in Transfers and Subsidies is mainly due to transfers which could not be
made to Higher Education Institutions, Non Profit Institutions and Water Research Commission due to
outstanding documents, and the transfers which could not be made as subsidies to farmers who could
not meet the requirements to qualify as Resource Poor Farmers. The under spending in Payments for
Capital Assets is mainly due to the delayed delivery of ordered material needed for implementation capital
infrastructure programmes.

Variance

Final Actual asa%

4.3 Per conditional grant Appro- . Variance of Final

. Expenditure

priation Appro-

priation

R’000 R’000 R’000 R’000
Water Services Operating o

Subsidy Grant (WSOS) 452915 452915 ) 0%
Municipal Water Infrastructure o

Grant (MWIG) 1803 932 1803 932 - 0%
Rural Households o

Infrastructure Grant (RHIG) 48182 48182 ) 0%
257
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
31 MARCH 2016

Note 2015/16 2014/15
R’000 R’000
REVENUE
Annual appropriation 1 15746 530 13 647 401
Departmental revenue 2 11 008 15333
TOTAL REVENUE 15 757 538 13 662 734
EXPENDITURE
Current expenditure
Compensation of employees 3 1 360 369 1275705
Goods and services 4 1535439 1318 813
Interest and rent on land 5 6 535 1082
Total current expenditure 2902 343 2 595 600
Transfers and subsidies
Transfers and subsidies 7 5078344 | | 4 588 799
Total transfers and subsidies 5078 344 4 588 799
Expenditure for capital assets
Tangible assets 8 7 542 407 4 421 877
Intangible assets 8 29 031 10 283
Total expenditure for capital assets 7 571438 4432 160
Unauthorised expenditure approved without funding 9 - -
Payments for financial assets 6 4 849 123
TOTAL EXPENDITURE 15 556 974 11 616 682
SURPLUS/(DEFICIT) FOR THE YEAR 200 564 2 046 052
Reconciliation of Net Surplus/(Deficit) for the year
Voted funds 189 556 2030719
Annual appropriation 189 556 2030719
Conditional grants - -
Departmental revenue and NRF Receipts 14 11 008 15333
SURPLUS/(DEFICIT) FOR THE YEAR 200 564 2 046 052
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2016

Note 2015/16 2014/15
R’000 R’000
ASSETS
Current assets 202 460 1923 441
Unauthorised expenditure 9 3782 3782
Cash and cash equivalents 10 147 474 1884 014
Prepayments and advances 11 38 979 3667
Receivables 12 10 150 28 449
Loans 16 2075 3529
Non-current assets 6 168 6 789
Loans 16 6 168 6 789
TOTAL ASSETS 208 628 1930 230
LIABILITIES
Current liabilities 194 947 1915855
Voted funds to be surrendered to the Revenue Fund 13 189 550 1912798
Departmental revenue and NRF Receipts to be surrendered 14 854 182
to the Revenue Fund
Bank overdraft 15 6 25
Payables 17 4 537 2 850
Non-current liabilities
Payables 17 - -
TOTAL LIABILITIES 194 947 1915855
NET ASSETS 13 681 14 375
Note 2015/16 2014/15
R’000 R’000
Represented by:
Recoverable revenue 13 681 | | 14 375
TOTAL 13 681 14 375
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED
31 MARCH 2016

Note 2015/16 2014/15
R’000 R’000

Recoverable revenue
Opening balance 14 375 18 975
Transfers: (694) (4 600)
Irrecoverable amounts written off 6.2 (287) (59)
Debts revised 1611 12170
Debts recovered (included in departmental receipts) (4 036) (20 720)
Debts raised 2018 4 009
Closing balance 13 681 14 375
TOTAL 13 681 14 375
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2016

Note 2015/16 2014/15
R’000 R’000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts 15 757 507 13 544 819
Annual appropriated funds received 1.1 15746 530 13 529 486
Departmental revenue received 2 8 549 12789
Interest received 2.2 2428 2 544
Net (increase)/decrease in working capital (15 326) 42 746
Surrendered to Revenue Fund (1923 140) (141 324)
Current payments (2 895 818) (2 594 565)
Interest paid 5 (6 525) (1035)
Payments for financial assets (4 849) (123)
Transfers and subsidies paid (5078 344) (4 588 799)
Net cash flow available from operating activities 18 5833 505 6261 719
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets 8 (7 571 438) (4 432 160)
Proceeds from sale of capital assets 2.3 31
(Increase)/decrease in loans 2075 3028
Net cash flows from investing activities (7 569 332) (4 429 132)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase/(decrease) in net assets (694) (4 600)
Increase/(decrease) in non-current payables
Net cash flows from financing activities (694) (4 600)
Net increase/(decrease) in cash and cash equivalents (1736 521) 1827 987
Cash and cash equivalents at beginning of period 1883 989 56 002
Unrealised gains and losses within cash and cash equivalents
Cash and cash equivalents at end of period 19 147 468 1883 989
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- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

ACCOUNTING POLICIES FOR THE YEAR ENDED 31 MARCH 2016

Summary of significant accounting policies

The financial statements have been prepared in accordance with the following policies, which have been
applied consistently in all material aspects, unless otherwise indicated. Management has concluded that the
financial statements present fairly the department’s primary and secondary information.

The historical cost convention has been used, except where otherwise indicated. Management has used
assessments and estimates in preparing the annual financial statements. These are based on the best
information available at the time of preparation.

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
(PFMA), Act 1 of 1999 (as amended by Act 29 of 1999), and the Treasury Regulations issued in terms of the
PFMA and the annual Division of Revenue Act.

1 Basis of preparation
The financial statements have been prepared in accordance with the Modified Cash Standard.

2 Going concern

The financial statements have been prepared on a going concern basis.

3 Presentation currency

Amounts have been presented in the currency of the South African Rand (R) which is also the functional
currency of the department.

4 Rounding

Unless otherwise stated financial figures have been rounded to the nearest one thousand Rand
(R’000).

5 Foreign currency translation

Cash flows arising from foreign currency transactions are translated into South African Rands using the
exchange rates prevailing at the date of payment / receipt.

6 Comparative information

6.1 Prior period comparative information

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.

6.2 Current year comparison with budget

A comparison between the approved, final budget and actual amounts for each programme and
economic classification is included in the appropriation statement.
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7 Revenue

71 Appropriated funds

Appropriated funds comprises of departmental allocations as well as direct charges against the revenue
fund (i.e. statutory appropriation).

Appropriated funds are recognised in the statement of financial performance on the date the
appropriation becomes effective. Adjustments made in terms of the adjustments budget process are
recognised in the statement of financial performance on the date the adjustments become effective.

The net amount of any appropriated funds due to / from the relevant revenue fund at the reporting date
is recognised as a payable / receivable in the statement of financial position.

7.2 Departmental revenue

Departmental revenue is recognised in the statement of financial performance when received and is
subsequently paid into the relevant revenue fund, unless stated otherwise.

Any amount owing to the relevant revenue fund at the reporting date is recognised as a payable in the
statement of financial position.

7.3 Accrued departmental revenue

Accruals in respect of departmental revenue (excluding tax revenue) are recorded in the notes to the
financial statements when:

 itis probable that the economic benefits or service potential associated with the transaction will
flow to the department; and

» the amount of revenue can be measured reliably.

The accrued revenue is measured at the fair value of the consideration receivable.

Accrued tax revenue (and related interest and / penalties) is measured at amounts receivable from
collecting agents.
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Expenditure

8.1

Compensation of employees

8.1.1

Salaries and wages

Salaries and wages are recognised in the statement of financial performance on the date of payment.

8.1.2

Social contributions

Social contributions made by the department in respect of current employees are recognised in the
statement of financial performance on the date of payment.

Social contributions made by the department in respect of ex-employees are classified as transfers to
households in the statement of financial performance on the date of payment.

8.2

Other expenditure

Other expenditure (such as goods and services, transfers and subsidies and payments for capital
assets) is recognised in the statement of financial performance on the date of payment. The expense
is classified as a capital expense if the total consideration paid is more than the capitalisation threshold.

8.3

Accrued expenditure payable

Accrued expenditure payable is recorded in the notes to the financial statements when the goods are
received or, in the case of services, when they are rendered to the department.

Accrued expenditure payable is measured at cost.

8.4

Leases

8.4.1

Operating leases

Operating lease payments made during the reporting period are recognised as current expenditure in
the statement of financial performance on the date of payment.

The operating lease commitments are recorded in the notes to the financial statements.

8.4.2

Finance leases

Finance lease payments made during the reporting period are recognised as capital expenditure in the
statement of financial performance on the date of payment.

The finance lease commitments are recorded in the notes to the financial statements and are not
apportioned between the capital and interest portions.

Finance lease assets acquired at the end of the lease term are recorded and measured at the lower of:

+ cost, being the fair value of the asset; or

» the sum of the minimum lease payments made, including any payments made to acquire
ownership at the end of the lease term, excluding interest.
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9 Aid assistance
9.1 Aid assistance received

Aid assistance received in cash is recognised in the statement of financial performance when received.
In-kind aid assistance is recorded in the notes to the financial statements on the date of receipt and is
measured at fair value.

Aid assistance not spent for the intended purpose and any unutilised funds from aid assistance that
are required to be refunded to the donor are recognised as a payable in the statement of financial
position.

9.2 Aid assistance paid

Aid assistance paid is recognised in the statement of financial performance on the date of payment.
Aid assistance payments made prior to the receipt of funds are recognised as a receivable in the
statement of financial position.

10 Cash and cash equivalents

Cash and cash equivalents are stated at cost in the statement of financial position.

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.

11 Prepayments and advances

Prepayments and advances are recognised in the statement of financial position when the department
receives or disburses the cash.

Prepayments and advances are initially and subsequently measured at cost.

Prepayments and advances are recorded in the financial statements when the goods are received or,
in the case of services, when they are rendered to the department

12 Loans and receivables

Loans and receivables are recognised in the statement of financial position at cost plus accrued
interest, where interest is charged, less amounts already settled or written-off. Write-offs are made
according to the department’s write-off policy.

13 Investments

Investments are recognised in the statement of financial position at cost.
14 Financial assets
141 Financial assets (not covered elsewhere)

A financial asset is recognised initially at its cost plus transaction costs that are directly attributable to
the acquisition or issue of the financial.

At the reporting date, a department shall measure its financial assets at cost, less amounts already
settled or written-off, except for recognised loans and receivables, which are measured at cost plus
accrued interest, where interest is charged, less amounts already settled or written-off.

14.2 | Impairment of financial assets

Where there is an indication of impairment of a financial asset, an estimation of the reduction in the
recorded carrying value, to reflect the best estimate of the amount of the future economic benefits
expected to be received from that asset, is recorded in the notes to the financial statements.
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15 Payables

Loans and payables are recognised in the statement of financial position at cost.

16 Capital assets
16.1 Immovable capital assets

Immovable capital assets are initially recorded in the notes to the financial statements at cost.
Immovable capital assets acquired through a non-exchange transaction is measured at fair value as
at the date of acquisition.

Where the cost of immovable capital assets cannot be determined accurately, the immovable capital
assets are measured at R1 unless the fair value of the asset has been reliably estimated, in which
case the fair value is used.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be recorded
at R1.

Immovable capital assets are subsequently carried at cost and are not subject to depreciation or
impairment.

Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end of
the capital project unless the immovable asset is recorded by another department in which case the
completed project costs are transferred to that department.

16.2 Movable capital assets

Movable capital assets are initially recorded in the notes to the financial statements at cost. Movable
capital assets acquired through a non-exchange transaction is measured at fair value as at the date
of acquisition.

Where the cost of movable capital assets cannot be determined accurately, the movable capital
assets are measured at fair value and where fair value cannot be determined; the movable assets are
measured at R1.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be recorded
at R1.

Movable capital assets are subsequently carried at cost and are not subject to depreciation or
impairment.

Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end of the
capital project unless the movable asset is recorded by another department/entity in which case the
completed project costs are transferred to that department.
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16.3 Intangible assets

Intangible assets are initially recorded in the notes to the financial statements at cost. Intangible assets
acquired through a non-exchange transaction are measured at fair value as at the date of acquisition.

Internally generated intangible assets are recorded in the notes to the financial statements when the
department commences the development phase of the project.

Where the cost of intangible assets cannot be determined accurately, the intangible capital assets are
measured at fair value and where fair value cannot be determined; the intangible assets are measured
at R1.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be recorded
at R1.

Intangible assets are subsequently carried at cost and are not subject to depreciation or impairment.

Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end of the
capital project unless the intangible asset is recorded by another department/entity in which case the
completed project costs are transferred to that department.

17 Provisions and Contingents
171 Provisions

Provisions are recorded in the notes to the financial statements 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 or service potential will be required to settle
the obligation and a reliable estimate of the obligation can be made. The provision is measured as the
best estimate of the funds required to settle the present obligation at the reporting date.

17.2 | Contingent liabilities

Contingent liabilities are recorded in the notes to the financial statements when there is a possible
obligation that arises from past events, and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain future events not within the control of the department or
when there is a present obligation that is not recognised because it is not probable that an outflow of
resources will be required to settle the obligation or the amount of the obligation cannot be measured
reliably.

17.3 Contingent assets

Contingent assets are recorded in the notes to the financial statements when a possible asset arises
from past events, and whose existence will be confirmed by the occurrence or non-occurrence of one
or more uncertain future events not within the control of the department.

17.4 Commitments

Commitments are recorded at cost in the notes to the financial statements when there is a contractual
arrangement or an approval by management in a manner that raises a valid expectation that the
department will discharge its responsibilities thereby incurring future expenditure that will result in the
outflow of cash.
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18 Unauthorised expenditure

Unauthorised expenditure is recognised in the statement of financial position until such time as the
expenditure is either:

» approved by Parliament or the Provincial Legislature with funding and the related funds are
received; or

» approved by Parliament or the Provincial Legislature without funding and is written off against the
appropriation in the statement of financial performance; or

+ transferred to receivables for recovery.

Unauthorised expenditure is measured at the amount of the confirmed unauthorised expenditure.

19 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is recorded in the notes to the financial statements when confirmed.
The amount recorded is equal to the total value of the fruitless and or wasteful expenditure incurred.

Fruitless and wasteful expenditure is removed from the notes to the financial statements when it is
resolved or transferred to receivables for recovery.

Fruitless and wasteful expenditure receivables are measured at the amount that is expected to be
recoverable and are de-recognised when settled or subsequently written-off as irrecoverable.
20 Irregular expenditure

Irregular expenditure is recorded in the notes to the financial statements when confirmed. The amount
recorded is equal to the value of the irregular expenditure incurred unless it is impracticable to
determine, in which case reasons therefor are provided in the note.

Irregular expenditure is removed from the note when it is either condoned by the relevant authority,
transferred to receivables for recovery or not condoned and is not recoverable.

Irregular expenditure receivables are measured at the amount that is expected to be recoverable and
are de-recognised when settled or subsequently written-off as irrecoverable.

21 Changes in accounting policies, accounting estimates and errors

Changes in accounting policies that are effected by management have been applied retrospectively
in accordance with MCS requirements, except to the extent that it is impracticable to determine the
period-specific effects or the cumulative effect of the change in policy. In such instances the department
shall restate the opening balances of assets, liabilities and net assets for the earliest period for which
retrospective restatement is practicable.

Changes in accounting estimates are applied prospectively in accordance with MCS requirements.

Correction of errors is applied retrospectively in the period in which the error has occurred in accordance
with MCS requirements, except to the extent that it is impracticable to determine the period-specific
effects or the cumulative effect of the error. In such cases the department shall restate the opening
balances of assets, liabilities and net assets for the earliest period for which retrospective restatement
is practicable.

22 Events after the reporting date

Events after the reporting date that are classified as adjusting events have been accounted for in the
financial statements. The events after the reporting date that are classified as non-adjusting events
after the reporting date have been disclosed in the notes to the financial statements.
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23 Principal-Agent arrangements

The department is party to a principal-agent arrangement for implementation of the water and
sanitation projects through arrangements with various water boards and municipalities. In terms of the
arrangement the department is the principal and is responsible for project funding and accountability
to Parliament. All related revenues, expenditures, assets and liabilities have been recognised or
recorded in terms of the relevant policies listed herein. Additional disclosures have been provided in
the notes to the financial statements where appropriate.

24 Departures from the MCS requirements

Management has concluded that the financial statements present fairly the department’s primary and
secondary information; that the department complied with the Standard except that it has departed
from a particular requirement to achieve fair presentation; and the requirement from which the
department has departed, the nature of the departure and the reason for departure.

25 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/Provincial Revenue Fund when the underlying asset is
disposed and the related funds are received.

26 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/Provincial Revenue Fund when recovered or are transferred to the statement of financial
performance when written-off.

27 Related party transactions

A related party transaction is a transfer of resources, services or obligations between the reporting
entity and a related party. Related party transactions are recorded in the notes to the financial
statements when the transaction is not at arm’s length.

Key management personnel are those persons having the authority and responsibility for planning,
directing and controlling the activities of the department. The number of individuals and their full
compensation is recorded in the notes to the financial statements.

28 Inventories (Effective from 1 April 2016)
At the date of acquisition, inventories are recorded at cost price in the notes to the financial statements

Where inventories are acquired as part of a non-exchange transaction, the cost of inventory is its fair
value at the date of acquisition.

Inventories are subsequently measured at the lower of cost and net realisable value or the lower of
cost and replacement value.

29 Public-Private Partnerships

Public Private Partnerships are accounted for based on the substance of the partnership.
The transaction is accounted for as either capital assets, finance or operating leases in accordance
with the relevant accounting policies.

A summary of the significant terms of the PPP agreement, the parties to the agreement, and the date
of commencement thereof together with the description and nature of the concession fees received,
the unitary fees paid, rights and obligations of the department are recorded in the notes to the financial
statements.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2016

1 Annual Appropriation
1.1 Annual Appropriation

Included are funds appropriated in terms of the Appropriation Act (and the Adjustments Appropriation Act) for
National Department of Water and Sanitation (Voted funds):

2015/16 2014/15
Actual Funds not
Final Funds requested/ Final Appropriation
Appropriation Received .not Appropriation received
received
R’000 R’000 R’000 R’000 R’000
Administration 1519753 1519753 - 1399 262 1339 262
Water Planning
and Information 684 446 684 446 - 414 282 414 282
Management
Water Infrastructure 11856 540 11 856 540 - 8601 568 8601 568
Development
Water and Sanitation 1414674 1414674 - 2694 898 2 694 898
Services
Water Sector 271117 271117 ; 537 391 479 476
Regulation
Total 15746 530 15746 530 - 13 647 401 13 529 486
1.2 Conditional grants
Note
2015/16 2014/15
R’000 R’000
Total grants received 36 2305 029 1050 790
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2  Departmental revenue

Note 2015/16 2014/15
R’000 R’000

Tax revenue
Sales of goods and services other than capital assets 2.1 2 576 2 360
Interest, dividends and rent on land 2.2 2428 2544
Sales of capital assets 2.3 31 -
Transactions in financial assets and liabilities 2.4 5973 10 366
Transfer received 2.5 - 63
Departmental revenue collected 11 008 15333

2.1 Sales of goods and services other than capital assets

Note 2015/16 2014/15
2 R’000 R’000
Sales of goods and services produced by the 2547 2356
department
Sales by market establishment 920 935
Administrative fees 66 67
Other sales 1561 1354
Sales of scrap, waste and other used current 29 4
goods
Total 2 576 2 360
2.2 Interest, dividends and rent on land
Note 2015/16 2014/15
2 R’000 R’000
Interest 2428 2544
Total 2428 2 544
2.3 Sale of capital assets
Note 2015/16 2014/15
2 R’000 R’000
Tangible assets
Machinery and equipment 31 | | -
Total 31 -
271
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2.4 Transactions in financial assets and liabilities

Note 2015/16 2014/15
2 R’000 R’000
Receivables 3140 6 496
Stale cheques written back 14 3
Other Receipts including Recoverable Revenue 2819 3 867
Total 5973 10 366
2.5 Transfers received
Note 2015/16 2014/15
2 R’000 R’000
Public corporations and private enterprises - 63
Total - 63
3  Compensation of employees
3.1 Salaries and Wages
Note 2015/16 2014/15
3 R’000 R’000
Basic salary 941 848 897 509
Performance award 17 120 15127
Service Based 2834 2940
Compensative/circumstantial 20 307 14 245
Periodic payments 8 271
Other non-pensionable allowances 209 309 191 510
Total 1191 426 1121 602
3.2 Social contributions
Note 2015/16 2014/15
3 R’000 R’000
Employer contributions
Pension 112 213 107 607
Medical 56 560 46 212
UIF 1 1
Bargaining council 169 283
Total 168 943 154 103
Total compensation of employees 1 360 369 1275705
Average number of employees 3543 3736
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4  Goods and services

Note 2015/16 2014/15
R’000 R’000
Administrative fees 4602 5461
Advertising 54 686 38 215
Minor assets 4.1 8 224 5975
Bursaries (employees) 2 864 3382
Catering 5254 7199
Communication 41 260 43 760
Computer services 4.2 129 296 127 068
Consultants: Business and advisory services 107 597 134 984
Infrastructure and planning services 231576 141 218
Laboratory services 5201 3473
Legal services 11073 6 826
Contractors 127 482 132 751
Agency and support / outsourced services 38 730 55710
Entertainment 163 168
Audit cost — external 4.3 29 855 22 955
Fleet services 1786 1725
Inventory 4.4 45212 29 804
Consumables 4.5 19 947 22776
Operating leases 317 362 231763
Property payments 4.6 82 065 52 908
Rental and hiring 899 2 336
Z;C;E:;rt provided as part of the departmental 196 620
Travel and subsistence 4.7 227 506 203 634
Venues and facilities 11122 9 952
Training and development 17 031 17 026
Other operating expenditure 4.8 14 450 17 124
Total 1535439 1318 813
4.1 Minor assets
Note 2015/16 2014/15
4 R’000 R’000
Tangible assets 8 224 5970
Machinery and equipment 8 143 5933
Transport assets 81 37
Intangible assets - 5
Software - | | 5
Total 8 224 5975
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4.2 Computer services

Note 2015/16 2014/15
4 R’000 R’000
SITA computer services 24 895 20 136
External computer service providers 104 401 106 932
Total 129 296 127 068
4.3 Audit cost — External
Note 2015/16 2014/15
4 R’000 R’000
Regularity audits 21 863 18 730
Performance audits 1726
Investigations 4448 3620
Environmental audits 1 -
Computer audits 1817 605
Total 29 855 22 955
4.4 Inventory
Note 2015/16 2014/15
4 R’000 R’000
Clothing material and accessories 2031 3 068
Farming supplies 86 73
Food and food supplies 153 116
Fuel, oil and gas 1948 1869
Learning, teaching and support material - 9
Materials and supplies 3751 8110
Medical supplies 50 142
Other supplies 4.4.1 37 193 16 417
Total 45212 29 804
441 Other supplies
Note 2015/16 2014/15
4.4 R’000 R’000
Assets for distribution 31795 12 618
Other assets for distribution 31795 | | 12618
Other 5398 3799
Total 37193 16 417
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4.5 Consumables

Note 2015/16 2014/15

4 R’000 R’000

Consumable supplies 6 223 7120

Uniform and clothing 390 648

Household supplies 4637 4521

Building material and supplies 480 609

Communication accessories 12 -

IT consumables 196 540

Other consumables 508 802

Stationery, printing and office supplies 13724 15 656

Total 19 947 22776

4.6 Property payments

Note 2015/16 2014/15

4 R’000 R’000

Municipal services 48 829 26 955

Property maintenance and repairs 19 893 12 148

Other 13 343 13 805

Total 82 065 52 908
4.7 Travel and subsistence

Note 2015/16 2014/15

4 R’000 R’000

Local 205 285 192 966

Foreign 22 221 10 668

Total 227 506 203 634
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4.8 Other operating expenditure

276

Note 2015/16 2014/15

4 R’000 R’000

:ar(:);‘essmnal bodies, membership and subscription 1219 1305
Resettlement costs 434 3268
Other 12797 12 551
Total 14 450 17 124

Included in the line item other operating expenditure in sub-note 4.8 for Goods & Services is an amount of

R12.7 million (2014/15: R12.5 million) classified under other expenditure line item of which the breakdown per
trial balance is below:-

Note 2015/16 2014/15

4 R’000 R’000

Laundry Services - 1
Courier and Delivery Services 1368 1170
Competency Certificates 65 115
Freight Services 31 -
Voluntary Workers 8 6
Non-Life Insurance Premiums 5887 6 576
Printing and Publication Services 4 984 4630
Roadworthy Tests 7 27
Storage Of Assets 5 14
Storage Of Files 10 10
Warranties and Guarantees 432 2
Total 12 797 12 551

5 Interest and rent on land

Note 2015/16 2014/15

5 R’000 R’000

Interest paid 6 525 1035
Rent on land 10 47
Total 6 535 1082
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6 Payments for financial assets

Note 2015/16 2014/15
R’000 R’000
Material losses through criminal conduct
Theft 6.3 4551 | -
Other material losses written off 6.1 64
Debts written off 6.2 298 59
Total 4849 123
6.1 Other material losses written off
Note 2015/16 2014/15
6 R’000 R’000
Nature of losses
Prepayments and Advances - 10
Salary Control Accounts - 54
Total - 64
6.2 Debts written off
Note 2015/16 2014/15
6 R’000 R’000
Nature of debts written off
Bad debts 287 59
Human Settlement 11 -
Total 298 59

There was an increase in the amount of bad debts written off from R59 thousand reported in 2014/15 to R298
thousand reported in 2015/16 as a result of writing off salary overpayment debts of deceased officials where
all reasonable steps have been taken to recover the debts/ or the recovery would cause undue financial

hardship to the debtor’s dependants. It would not be in the interest of the Department to pursue debts where
probabilities of recovery were doubtful such as when the deceased was the bread winner of a rural family
who may have continued receiving payment of the deceased salary after the death and who have no financial
means to repay the debt. Most of the debts written off related to overpayment of salaries of deceased officials.

6.3 Details of the theft

Note 2015/16 2014/15
6 R’000 R’000

Nature of theft
Fraud and Disallowance 4 551 -
Total 4 551 -

There was an increase in the theft from zero in 2014/15 to R4.5 million in 2015/16 caused by fraudulent

payments. Disiplinary action has been taken against the officials involved.
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7  Transfers and subsidies

2015/16 2014/15
R’000 R’000
Note
Provinces and municipalities 36, 37 2 305 689 1051 353
Departmental agencies and accounts Annex 1B 1744 838 2739 536
Higher education institutions Annex 1C 1000
Foreign governments and international organisations  Annex 1E 189 231 185 176
Public corporations and private enterprises Annex 1D 801 748 579919
Non-profit institutions Annex 1F 681 1803
Households Annex 1G 35157 31012
Total 5078 344 4 588 799
8  Expenditure for capital assets
Note 2015/16 2014/15
R’000 R’000
Tangible assets 7 542 407 4 421 877
Buildings and other fixed structures 32 7 455 957 4 368 386
Machinery and equipment 30 86 450 53 491
Intangible assets 29 031 10 283
Software 31 29031 | | 10 283
Total 7 571438 4432 160
8.1 Analysis of funds utilised to acquire capital assets — 2015/16

Voted _ Aid Total

funds assistance
R’000 R’000 R’000
Tangible assets 7 542 407 - 7 542 407
Buildings and other fixed structures 7 455 957 - 7 455 957
Machinery and equipment 86 450 - 86 450
Intangible assets 29 031 - 29 031
Software 29031 | | -] 29 031
Total 7 571438 - 7 571 438
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8.2 Analysis of funds utilised to acquire capital assets — 2014/15

Voted funds . Aid Total
assistance
R’000 R’000 R’000
Tangible assets 4 421 877 - 4421 877
Buildings and other fixed structures 4 368 386 - 4 368 386
Machinery and equipment 53 491 - 53 491
Intangible assets 10 283 - 10 283
Software 10283 | | -] | 10 283
Total 4432160 - 4432160
8.3 Finance lease expenditure included in expenditure for capital assets
Note 2015/16
8 R’000

Tangible assets

Machinery and equipment 22 493

Total 22 493

9  Unauthorised expenditure

9.1 Reconciliation of unauthorised expenditure

Note 2015/16 2014/15

9 R’000 R’000

Opening balance 3782 3782

Prior period error - -

As restated 3782 3782

::::;t:c;;lfsed expenditure awaiting authorisation / 3782 3782
Analysis of awaiting authorisation per economic

classification

Current 495 495

Transfers and subsidies 3287 3287

Total 3782 3782
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9.2 Analysis of unauthorised expenditure awaiting authorisation per economic classification

2015/16 2014/15

R’000 R’000

Current 495 495
Transfers and subsidies 3287 3287

Total 3782 3782

9.3 Analysis of unauthorised expenditure awaiting authoris—ation per type

2015/16 2014/15
R’000 R’000
Unauthorised expenditure relating to

overspending of the vote or a main 495 495
division within a vote

Unauthorised expenditure incurred not in
accordance with the purpose of the vote 3287 3287
or main division

Total 3782 3782

10 Cash and cash equivalents

Note 2015/16 2014/15

10 R’000 R’000

Consolidated Paymaster General Account 147 133 1883 568
Cash on hand 82 82
Investments (Domestic) 259 364
Total 147 474 1884 014
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11 Prepayments and advances

Note 2015/16 2014/15

R’000 R’000

Travel and subsistence 241 87

Advances paid 11.1 38738 3580

Total 38979 3667
1.1 Advances paid

Note 2015/16 2014/15

11 R’000 R’000

National departments 446 2247

Provincial departments - 1333

Public entities 38 266 -

Other entities 26 -

Total 38738 3580
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12 Receivables

Claims recoverable

Recoverable expenditure

Staff debt

Total

121 Claims recoverable

National departments
Provincial departments

Private enterprises
Total

12.2

Note

12.1
Annex 4

12.2
12.3

Sal: Deduction Disallowance Acc

Sal: Reversal Control Acc

Sal: Tax Debt

Disallowance Payment Fraud: CA

Disallowance Miscellaneous: CA

Total

Recoverable expenditure (disallowance accounts)

2015/16 2014/15
Current Non- Total | Current Non- Total
current current
R’000 R’000 R’000 R’000 R’000 R’000
1810 - 1810 458 - 458
1423 - 1423 22170 - 22170
6917 - 6917 5821 - 5821
10 150 - 10 150 28 449 - 28 449
Note 2015/16 2014/15
12 R’000 R’000
1636 454
87 -
87 4
1810 458
Note 2015/16 2014/15
12 R’000 R’000
- 63
(64) -
1 7
2 4 553
1484 17 547
1423 22170
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12.3 Staff debt

Note 2015/16 2014/15
12 R’000 R’000
Salary Overpayment 2100 1598
Bursary (Breach of contract) 3226 2158
State Guarantees 5 7
T & S Advance: Dom 16 7
GG Accidents 65 93
Telephone Debt 374 694
Subsidies Transport 523 -
gterf):rrtmental Debt/Employees/ Ex-employees/ 605 1258
Tax Debt 3 6
Total 6917 5821
12.4 Impairment of receivables
Note 2015/16 2014/15
12 R’000 R’000
Estimate of impairment of receivables 2099 2 156
Total 2099 2156
283
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13 Voted funds to be surrendered to the Revenue Fund

Note 2015/16 2014/15
R’000 R’000
Opening balance 1912798 96 824
Prior period error 13.1 _ (85 427)
As restated 1912798 11 397
g:r;zl;et;tf;zr; statement of financial performance 189 556 2030 719
Voted funds not requested/not received 1.1 - (32 488)
Paid during the year (1912 804) (96 830)
Closing balance 189 550 1912798
13.1 Prior period error
Note 2014/15
13 R’000
Nature of prior period error
Relating to 2014/15 (85 427)
Closing balance incorrectly reported due to typing (1998 225)
error during the printing of the Annual Report
Closing balance as restated on the Annual Report 1912798
Total prior period errors (85 427)

14 Departmental revenue and NRF Receipts to be surrendered to the Revenue Fund

Note 2015/16 2014/15

R’000 R’000

Opening balance 182 29 343

Prior period error 14 _ -

As restated 182 29 343

;I;r:r:zl;et;tf;(;r; Statement of Financial Performance 11008 15333

Paid during the year (10 336) (44 494)

Closing balance 854 182
15 Bank Overdraft

Note 2015/16 2014/15

15 R’000 R’000

Overdraft with commercial banks (Local) 6 25

Total 6 25
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16 Loans
Note 2015/16 2014/15
16 R’000 R’000
Public corporations 8243 10 318
Total 8243 10 318
Analysis of Balance
Opening balance 10 318 13 346
New Issues 360 502
Repayments (2 435) (3 530)
Closing balance 8243 10 318
17 Payables — current
Note 2015/16 2014/15
R’000 R’000
Amounts owing to other entities - 2107
Clearing accounts 171 4 537 743
Total 4 537 2 850
171 Clearing accounts
Note 2015/16 2014/15
17 R’000 R’000
Sal: Income Tax 643 370
Sal: Pension Fund: CL 39 34
Payable: Adv: Pub Ent Adv Acc CL 13 -
Cash Clearing - 339
Sal: Finance Other Institution CL 3842 -
Total 4 537 743
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18 Net cash flow available from operating activities

Note 2015/16 2014/15

18 R’000 R’000

E::f(s)l:r:«?ah:]i/e(deﬁdt) as per Statement of Financial 200 564 2 046 052
strgteilr?g thr;vti:t?::/cash movements not deemed 5632 941 4215 667
(Increase)/decrease in receivables — current 18 299 (4 926)
(Increase)/decrease in prepayments and advances (35 312) 45 251
Increase/(decrease) in payables — current 1687 2421
Proceeds from sale of capital assets (31) -
Expenditure on capital assets 7 571438 4 432 160
Surrenders to Revenue Fund (1923 140) (141 324)
Voted funds not requested/not received - (117 915)
Net cash flow generated by operating activities 5833 505 6261 719

19 Reconciliation of cash and cash equivalents for cash flow purposes

Note 2015/16 2014/15

19 R’000 R’000

Consolidated Paymaster General account 147 133 1883 568
Cash on hand 82 82
Cash with commercial banks (Local) 253 339
Total 147 468 1883 989
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20 Contingent liabilities and contingent assets

20.1 Contingent liabilities

Note 2015/16 2014/15
20 R’000 R’000

Liable to Nature
Housing loan guarantees Employees Annex 3A 135 319
Other guarantees Annex 3A 21642 229 21396 816
Claims against the department Annex 3B 100 449 84 725
Intergovernmental payables (unconfirmed balances) Annex 5 699 208 959 169
Total 22 442 020 22 441 029

Prior year balance for contingent liabilities (in particular Claims against the department) was adjusted from
R81.9 million reported in 2014/15 to R84.7 million restated amount, to reflect the accurate balance that has
been tested and validated for existence. There was no effect on prior year total of R22.4 million, this was
mainly due to typing error during the printing of the annual report. Prior year balance for contingent liabilities

(in particular other guarantees) was adjusted from R21.399 billion reported in 2014/15 to R21.397 billion
restated amount (Prior year balance (in particular — Land Bank 30) was adjusted from R42.7 million reported
in 2014/15 to R40.4 million restated amount. The net-effect of prior year error is the decrease in the opening
balance by R2.3 million).

20.2 Contingent assets

Note 2015/16 2014/15
20 R’000 R’000
Nature of contingent asset
Best Trading Enterprises - 350
SJ Dube 2108 2108
JS Nkuna 931 679
Total 3039 3137
21 Commitments
Note 2015/16 2014/15
21 R’000 R’000
Current expenditure
Approved and contracted 487 314 422 073
Approved but not yet contracted 54 966 65 621
542 280 487 694
Capital expenditure
Approved and contracted 8 834 886 11 831 903
Approved but not yet contracted 30 550 33672
8 865 436 11 865 575
Total Commitments 9 407 716 12 353 269

Prior year balance of comitments was adjusted form R35.4 billion reported in 2014/15 financial year to

R12.3 billion restated amount, to reflect the accurate balance that has been tested and validated for existence.
The net-effect to prior year error is the opening balance has decreased by R23.1 billion.
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22 Accruals and payables not recognised

221 Accruals

2015/16 2014/15
R’000 R’000

Listed by economic classification
30 Days 30+ Days Total Total
Goods and services 44 626 397 45 023 99 551
Transfers and subsidies - - - 274
Capital assets 387 469 68 335 455 804 1466 154
Total 432 095 68 732 500 827 1565 979
Note 2015/16 2014/15
22 R’000 R’000

Listed by programme level

Administration 30421 1027 355
Water Planning and Information Management 5317 5531
Water Infrastructure Development 261 252 275 230
Water and Sanitation Services 201 009 256 644
Water Sector Regulation 2828 1219
Total 500 827 1565 979

Prior year balance of Accruals was adjusted from R1.3 billion reported in 2014/15 financial year to

R1.5 billion restated amount, to reflect the accurate balance that has been tested and validated for existence.
The net-effect of prior year error is that the opening balance has increased by R197 million.
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22.2 Payables not recognised

2015/16 2014/15
R’000 R’000

Listed by economic classification
30 Days 30+ Days Total Total
Goods and services 5788 363 6 151 -
Transfers and subsidies 3 - 3 -
Capital assets 184 774 35 950 220 724 -
Total 190 565 36 313 226 878 -
Note 2015/16 2014/15
22 R’000 R’000

Listed by programme level

Administration 4 297 -
Water Planning and Information Management 733 -
Water Infrastructure Development 218 483 -
Water and Sanitation Services 2569 -
Water Sector Regulation 796 -
Total 226 878 -
Note 2015/16 2014/15
Included in the above totals are the following: R’000 R’000
Confirmed balances with other departments Annex 5 45 584
Confirmed balances with other government entities Annex 5 4117 959 137
Total 4162 959 721

It should be noted that both the Accruals and Payables not recognised were previously combined and have
been split into sub-note for the current year and beyond. This was a result of the change in the Modified

Cash Standards issued in December 2015. The change is not retrospective and only applies to the current
financial year and future financial years.

23 Employee benefits

Note 2015/16 2014/15

23 R’000 R’000

Leave entitlement 61 683 56 938
Service bonus (Thirteenth cheque) 35054 33816
Performance awards 16 834 14 996
Capped leave commitments 85 231 86 046
Other (Long service awards) 2146 1993
Total 200 948 193 789

Included in “Other” is an amount for long service awards for R2.1 million (R1.9 million in 2014/15). Prior
year balance of Employee benefits was adjusted from R191.7 million reported in 2014/15 financial year to

R193.7 restated amount, to reflect the accurate balance that has been tested and validated for existence. The
net-effect of prior year error is the opening balance has increased by R1.9 million.
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24 Lease commitments

241 Operating leases expenditure
Buildi
Specialised a:cli Ccl:trl‘is; Machinery
2015/16 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - 182 117 - 182 117
Later than 1 year and not later than i ) 315 470 i 315 470
5 years
Later than five years - - - - -
Total lease commitments - - 497 587 - 497 587
2014/15 Specialised Buildings - chinery
. and other
military Land fixed and Total
equipment structures equipment
Not later than 1 year - - 167 073 - 167 073
Later than 1 year and not later than i ) 393 067 i 393 067
5 years
Later than five years - - - - -
Total lease commitments - - 560 140 - 560 140
24.2 Finance leases expenditure**
Specialised aB:;k:tr:‘isr Machinery
2015/16 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - 17 736 17 736
Later than 1 year and not later than i i ) 4757 4757
5 years
Total lease commitments - - - 22 493 22 493
Specialised 5:::'31%5'_ Machinery
2014/15 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - 11 341 11 341
Later than 1 year and not later than ) ) ) 4944 4944
5 years
Total lease commitments - - - 16 285 16 285

Annual Report for 2015/16 Financial Year

Vote 36: Department of Water and Sanitation



PART E | ANNUAL FINANCIAL STATEMENTS - VOTE 36

- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

25 Irregular expenditure

251 Reconciliation of irregular expenditure

Note 2015/16 2014/15
25 R’000 R’000
Opening balance 781 826 360013
Prior period error _ -
As restated 781 826 360 013
Add: Irregular expenditure — relating to prior year 885 -
Add: Irregular expenditure — relating to current year 1710 461 423 453
Less: Prior year amounts condoned - (1 640)
Closing balance 2493172 781 826
Analysis of awaiting condonation per age
classification
Current year 1710 461 423 453
Prior years 782712 358 373
Total 2493172 781 826
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25.2 Details of irregular expenditure — current year
Incident Disciplinary steps taken/crln?mal 2015/16
proceedings R’000

B.Id award.e d to.bldder who.quot.ed th? Awaiting line function to finalise the matter 552
highest price with low functionality points
Bid no.t evaluated as per the prescribed Awaiting line function to finalise the matter 235
prescribes
Bidder did not qualify on functionality but was e . -
evaluated on price and BBBEE Awaiting line function to finalise the matter 552
Contract extended without approval Awaiting line function to finalise the matter 1
No PBAC approval was obtained Awaiting line function to finalise the matter 14
Ovc_arsfpendmg on contract amount without a Awaiting line function to finalise the matter 237
variation order
Prefere.n ce Point sy'stem not used on Awaiting line function to finalise the matter 315
evaluation of quotations
Procurement of Goods/service without an Awaiting line function to finalise the matter 27
order
SCM process were not followed Awaiting line function to finalise the matter 30
Serwcgs v.vere rendered without DBAC Awaiting line function to finalise the matter 294
authorisation
Tender not advertised through SITA Awaiting line function to finalise the matter 82 203
Tender not published in Government Gazette = Awaiting line function to finalise the matter 186
Three quotations not attached and no Awaiting line function to finalise the matter 90
approval

Awaiting regions to submit required

. documents (Payment certificates, contractor
Infrastructure projects payments made above . . -
the contracted amount (Overpayments) invoices, appointment letters, variation orders 304 316
pay where applicable and DWS management’s
condonement of Irregular Expenditure).
. . . Investigations still ongoing at the

Appomtme'nt of a service provider by the . Implementing Agent to determine corrective 1321 409
Implementing Agent on an emergency basis

steps to be taken.
Total

1710 461

Included in the above irregular expenditure is an amount of R1.3 billion (RO.2 billion — 2014/15) which relates
to a contractor that was appointed on the basis of emergency procurement in terms of Treasury Instruction.
The Department believes that the basis was appropriate as it sought to implement the Minister’s Directive
which was issued as an emergency in terms of the Water Services Act.

The emergency appointment was carried out by the Department’s Implementing Agent — Lepelle Northern
Water Board. To prevent this recurring in the future, the Department is implementing stringent oversight
controls to ensure that all Implementing Agents adhere to the Department’s Supply Chain processes.
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Investigations are currently being carried out at all Implementing Agents (IA’s) to determine and report
accurately and completely all Irregular Expenditure identified. Corrective action will be taken upon finalisation
of the investigations.

Prior year balance of Irregular Expenditure was adjusted from R330 million reported in 2014/15 financial
year to R782 million restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has increased by R452 million.

26 Fruitless and wasteful expenditure

26.1 Reconciliation of fruitless and wasteful expenditure

Note 2015/16 2014/15

26 R’000 R’000

Opening balance 28 025 26 480

Prior period error - -

As restated 28 025 26 480

Fruitless and wasteful expenditure — relating to prior year 46 581 -

Fruitless and wasteful expenditure — relating to current 12 550 1545
year

Fruitless and wasteful expenditure awaiting 87 156 28 025

resolution

26.2 Analysis of awaiting resolution per economic classification

2015/16 2014/15

R’000 R’000

Current 32943 26 259
Capital 54 213 1766
Total 87 156 28 025
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26.3 Analysis of Current year’s fruitless and wasteful expenditure

Incident Disciplinary steps taken/criminal proceedings 20;?;;2

Accommodation - No Show Letters sent to officials informing them of the 80
expense

Travelling - No Show Letters sent to officials informing them of the 51
expense

Legal fees 6 522

Other 5897

Total 12 550

Included in the above fruitless and wasteful expenditure is an amount of R52.4million relating to possible
duplicate payments identified in the current financial year. These payments are currently being investigated

to determine and quantify the actual duplicate payments. Upon conclusion of the investigations, the actual
duplicate payments will be raised as a receivable to be recovered from the responsible units.
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27 Related party transactions

Note 2015/16 2014/15
27 R’000 R’000
Year end balances arising from revenue/payments
Payables to related parties - 959 137
Total - 959 137
Note 2015/16
27 R’000
In kind goods and services provided/received
Energy Water Sector Education and Training
Authority (EWSETA) sponsored Adopt a River
Training Programme 588 -
Total 588 -

All departments and public entities in the national sphere of government are related parties. Below is the
listing of related parties:-

National Treasury, National Department of Agriculture, Forestry & Fisheries, National Department of Arts
& Culture, National Department of Basic Education, Civilian Secretariat for Police, National Department
of Communications, National Department of Cooperative Governance & Traditional Affairs, National
Department of Correctional Services, National Department of Defence National Department of Economic
Development, National Department of Energy, National Department of Environmental Affairs, National
Department of Government Communication and Information System (GCIS), National Department of
Health, National Department of Higher Education &Training, National Department of Home Affairs,
National Department of Human Settlements, National Department of Independent Police Investigative
Directorate, National Department of International Relations & Cooperation, National Department of Justice
& Constitutional Development, National Department of Labour, National Department of Military Veterans,
National Department of Mineral Resources, National School of Government, National Department of
Performance Monitoring & Evaluation, National Department of Public Enterprises, National Department of
Public Service Administration, National Department of Public Service Commission, National Department of
Public Works, National Department of Rural Development & Land Reform, National Department of Science
& Technology, National Department of Social Development, National Department of South African Police
services, National Department of South African Revenue Services, National Department of Small Business
Development, National Department of State Security Agency, National Department of Sport & Recreation
South Africa, National Department of Statistics South Africa, National Department of Telecommunications
& Postal Services, National Department of Tourism, National Department of Trade & Industry, Traditional
Affairs, National Department of Transport, National Department of Women, The Presidency and all public
entities in the national sphere of government.
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The table below indicates entities falling under the portfolio of the Minister

Public entities in the national sphere of government are related parties.

Below is the listing of related parties:-

Amatola Water; Bloem Water; Botshelo Water; Bushbuckridge Water; Lepelle Northern;, Magalies Water;
Mhlathuze Water; Overberg Water; Pelladrift Water; Rand Water; Sedibeng Water; Umgeni Water; Breede
Catchment Management Agency; Inkomati Catchment Management Agency; Komati Basin Water Authority;

Trans-Caledon Tunnel Authority; Water Research Commission; Water Trading Account; Kalahari West
Water Irrigation Boards and Water User Associations in the national sphere of government are related
parties.

Below is the listing of related parties:-

Agterkliphoogte; Bellair; Buffelskloof; Cogmanskloof; Gamkarivier; Haarlem; lllovo; Kanoneiland; Manchester
Noordwyk; Noord Agter Paarl; Perdeberg ; Sondagsrivier (Elandslaagte); Suid Agter Paarl; Uitnood

28 Key management personnel

No. of

Individuals 2015/16 2014/15

R’000 R’000

Political office bearers (provide detail below) 2 4211 4088
Officials:

Level 15to 16 12 16 812 12 949

Level 14 (incl. CFO if at a lower level) 42 43973 35623

Family members of key management personnel 1 328 -

Total 65 324 52 660

Prior year balance for key management personnel was adjusted from R54.6 million reported in 2014/15 to
R52.6 million restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has decreased by R1.9 million.

Included in the line item Consultants in note 5 for Goods & Services, there is an amount paid for the Business

Process Review (BPR) committee amounting to R116 thousand (prior year R2.9 million). The committee
was appointed by the Minister to review and advise the minister on the business processes re-engineering
of the Departments. The committee looks at the overall government mandate given to the Department. The
relevance of the Department Strategic Plan to the overall priorities of the government and evaluate all legal
instruments. Remuneration is as per below:-
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Note 2015/16 2014/15

28 R’000 R’000

Prof GM Nkondo - 20
Mr. T Modise 116 477
Ms. Mabandla - 189
In Touch Training cc - 529
Rocalistep (Pty) Ltd - 497
Mr. W Metcalfe - 776
Pegasys Strategy and Development - 155
Dr. T Mkhonto - 85
Ms. LI Nelufule - 255
Total 116 2982

29 Provisions

Note 2015/16 2014/15

29 R’000 R’000

Claims against the state - Attachment Corporation - 14 101
Claims against the state - JS Erasmus 23 -
Total 23 14101

Prior year balance for Provision was adjusted from R nil reported in 2014/15 to R14.1 million restated amount,

to reflect the accurate balance that has been tested and validated for existence. The effect on prior year total
is R14.1 million.
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29.1 Reconciliation of movement in provisions — 2015/16
Provision 1 Provision 2 Provision 3 _'I:otal
provisions
R’000 R’000 R’000 R’000
Opening balance 14 101 - - 14 101
Increase in provision 375 23 - 398
Settlement of provision (14 266) (14 266)
Unused amount reversed (210) (210)
Closing balance - 23 - 23

Reconciliation of movement in provisions — 2014/15

Provision 1 Provision 2 Provision 3 .'I:otal
provisions
R’000 R’000 R’000 R’000
Opening balance 12 901 - - 12 901
Increase in provision 1200 - - 1200
Closing balance 14 101 - - 14101

Prior year balance for Provision was adjusted from R nil reported in 2014/15 to R14.1 million restated amount,

to reflect the accurate balance that has been tested and validated for the probability of future cash outflow.

The effect on prior year total is R14.1 million.
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30 Movable Tangible Capital Assets

MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
31 MARCH 2016

batance adjustments  Additions  Disposals P03
R’000 R’000 R’000 R’000 R’000
Machinery and Equipment 318 687 (7 929) 65 371 (4 119) 372010
Transport assets 13784 (127) 1500 - 15157
Computer equipment 96 722 496 19474 (3147) 113 545
Furniture and office equipment 47 382 1390 3298 (812) 51 258
Other machinery and equipment 160 799 (9 688) 41 099 (160) 192 050
Z::'t;m"ab'e tangible capital 318 687 (7 929) 65 371 4119) 372010
Movable Tangible Capital Assets under investigation
Number Value
R’000
Included in the above total of the movable tangible capital assets per the
asset register are assets that are under investigation:
Machinery and equipment 43 385
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30.1 Additions

ADDITIONS TO MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

(Capital Received
. current, not
Work in id
Progress pai
Cash* Non-cash** current (Paid Total
costs and
. current
finance
year,
lease .
ayments) received
pay prior year)
R’000 R’000 R’000 R’000 R’000
Machinery And Equipment 86 451 1611 (22 639) (52) 65 371
Transport assets 12 201 1093 (11 794) 1500
Computer equipment 18 838 435 - 201 19474
Furniture and office equipment 3272 21 - 5 3298
Other machinery and equipment 52 140 62 (10 845) (258) 41099
Total additions to movable
86 451 - (22 639) (52) 65 371

tangible capital assets

30.2 Disposals

DISPOSALS OF MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

Cash

Sold for cash N;:-c::al: dis :::Iasl Received

P P Actual

R’000 R’000 R’000 R’000

Machinery and Equipment 21 4098 4119 21
Transport assets - - - -
Computer equipment - 3147 3147 -
Furniture and office equipment - 812 812 -
Other machinery and equipment 21 139 160 21
Total disposal of movable tangible 21 4098 4119 21

capital assets
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30.3 Movement for 2014/15

MOVEMENT IN TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
31 MARCH 2015

Opening Prior period Additions Disposals Closing

balance error Balance

R’000 R’000 R’000 R’000 R’000

Machinery and Equipment 282 670 - 37634 1617 318 687
Transport assets 12 271 - 2201 688 13784
Computer equipment 74 810 - 22 079 167 96 722
Furniture and office equipment 42 937 - 5080 635 47 382
Other machinery and equipment 152 652 - 8 274 127 160 799
Total Movable Tangible Capital 282 670 i 37 634 1617 318 687

Assets

304 Minor assets

MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED AS AT
31 MARCH 2016

Speci?I.ised Intangible Heritage Machinery Biological
military and Total
assets assets assets equipment assets
R’000 R’000 R’000 R’000 R’000 R’000
Opening balance - 102 - 48 648 - 48 750
Value adjustments - - - 5087 - 5092
Additions - - 8 670 - 8670
Disposals - - - (823) - (823)
Total minor assets - 102 - 61 582 - 61 684
Minor Capital Assets under investigation
Number Value
R’000
Included in the above total of the minor capital assets per the asset
register are assets that are under investigation:
Machinery and equipment 11 903 139
301
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MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED AS AT

31 MARCH 2015

Spema_l_lsed Intangible Heritage Machinery Biological
military and Total
assets assets . assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Opening balance - 97 - 43 105 - 43 202
Prior period error - - - - - -
Additions - 5 - 5870 - 5875
Disposals - - - 327 - 327
Total minor assets - 102 - 48 648 - 48 750
31 Intangible Capital Assets
MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
31 MARCH 2016
Opening Value i . Closing
balance adjustments Additions Disposals Balance
R’000 R’000 R’000 R’000 R’000
Software 61648 4 457 29 031 - 95136
Patents, licences, copyright, 5 468 i ) ) 5468
brand names, trademarks
Total intangible capital 67 116 4457 29 031 . 100 604
assets
3141 Additions
ADDITIONS TO INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
31 MARCH 2016
Received
current year,
(Development not paid
Cash Non-Cash workin . Total
progress — (Paid
current costs) current year,
received
prior year)
R’000 R’000 R’000 R’000 R’000
Software 29 031 - - - 29 031
Total additions to 29 031 i ) i 29 031

intangible capital assets
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31.2 Movement for 2014/15

MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR ENDED
31 MARCH 2015

Opening Prior period Additions Disposals Closing

balance error Balance

R’000 R’000 R’000 R’000 R’000

Software 51 365 - 10 283 - 61648

Patents, licences, copyright, brand 5 468 i i ) 5468
names, trademarks

Total intangible capital assets 56 833 - 10 283 - 67 116

32 Immovable Tangible Capital Assets

MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

Opening Value i, . Closing

balance adjustments Additions Disposals Balance

R’000 R’000 R’000 R’000

Buildings and other fixed 2235 653 - 1520570  (135536) 3 620 687
structures

Dwellings 9270 - - (5410) 3 860

Non-residential buildings 6923 - - - 6 923

Other fixed structures 2219 460 - 1520 570 (130 126) 3609 904

Land and subsoil assets 11 503 - - - 11 503

Land 11503 - - | 11503

Total immovable tangible 2 247 156 - 1520570  (135536) 3632190

capital assets
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321 Additions

ADDITIONS TO IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

(Capital Received
. current, not
Work in id
Progress pai
Cash Non-cash current . Total
(Paid
costs and
. current year,
finance lease .
ayments) received
pay prior year)
R’000 R’000 R’000 R’000 R’000
Building and other fixed 7 455 957 1520570 (7 455 957) ; 1 520 570
structures
Other fixed structures 7 455 957 1520 570 (7 455 957) - 1520 570

Total additions to
immovable tangible 7 455 957 1520 570 (7 455 957) - 1520 570
capital assets

32.2 Disposal

DISPOSALS OF IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

Sold for cash No.n-cash Total disposals Cash Received

disposal Actual

R’000 R’000 R’000 R’000

Buildings and other fixed ) (135 536) (135 536) _
structures

Dwellings - (5410) (5410) -

Other fixed structures - (130 126) (130 126) -

Total disposals of immovable i (135 536) (135 536) i

tangible capital assets
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32.3 Movement for 2014/15

MOVEMENT IN IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2015

Prior

Opening period Additions Disposals Closing
balance Balance
error

R’000 R’000 R’000 R’000 R’000

Buildings and other fixed 1607 461 i 628 192 . 2235653
structures

Dwellings 9270 - - - 9270

Non-residential buildings 6923 - - - 6 923

Other fixed structures 1591 268 - 628 192 - 2219460

Land and subsoil assets 11 503 - - 11 503

Land 11 503 - - 11 503

Total immovable tangible capital 1618 964 628 192 ) 2247 156

assets

324 Section 42 Immovable assets

Assets subjected to transfer in terms of S42 of the PFMA - 2015/16

Number of Value of assets
assets
R’000
Buildings and other fixed 188 3592 404
structures
Other fixed structures 188 | | 3592 404
Total 188 3592 404

Included in the R 3.5 billion are completed assets awaiting formal transfer as follows:

Assets to the value of R1.1 billion are pending formal transfer as regulated by the Water Services Act,1997
(Act 108 of 1997) which requires the transfer and disposal of Water Services Works owned not to be disposed
or transferred without approval of Parliament;

Assets to the value of R916 million are subject to the completion of acceptance processes with the beneficiaries
in terms of section 42 of the Public Finance Management Act;

The balance of R1.5 billion relates to recently completed projects and still subject to the completion of
acceptance processes with the beneficiaries in terms of section 42 of the Public Finance Management Act.
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33 Principal-agent arrangements

331 Department acting as the principal

Fee paid

2015/16 2014/15

R’000 R’000

Regional Bulk Infrastructure Grant (RBIG) 158 582 3941 238
Accelerated Community Infrastructure Programme (ACIP) - 244 822
Municipal Water Infrastructure Grant (MWIG) 31 806 405 294
Bucket Eradication Programme (BEP) - 281779
National Water Week - 12 000
Women in Water Awards - 1667
Total 190 388 4 886 800

The Department is party to a principal-agent arrangement for implementation of the water and sanitation
projects through arrangements with various water boards and municipalities. In terms of the arrangement the
Department is the principal and is responsible for project funding and accountability to Parliament. During the

financial year under review, the Department paid management fee to the value of R190.3 million to various
implementing agents (municipalities and water boards). The nature, circumstances and terms relating to the
arrangements differ from one implementing agents to another.

m Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation



PART E | ANNUAL FINANCIAL STATEMENTS - VOTE 36

- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

34 Prior year errors

34.1 Correction of prior period errors
Note 2014/15
24.2 R’000
Finance Lease Expenditure Included in Expenditure for Capital
Assets
Reported in 2014/15 Annual Financial Statements -
Re-statement of 2014/15 Annual Financial Statements 15 823
Net effect 15823

Prior year balance for Finance Lease included in Expenditure for Capital Assets was adjusted from R nil
reported in 2014/15 to R15.8 million restated amount, to reflect the accurate balance that has been tested

and validated for existence. The net-effect of prior year error is that the opening balance has increased by
R15.8 million.

Note 2014/15
20.1 R’000
Contingent Liabilities
Closing balance incorrectly reported due to typing error during the printing
of the annual report (22 443 401)
Closing balance as restated on the Annual Report 22 441 029
Net effect 2372

Prior year balance for Contingent Liabilities (in particular Claims against the department) was adjusted from
R81.9 million reported in 2014/15 to R84.7 million restated amount, to reflect the accurate balance that has
been tested and validated for existence. There was no effect on prior year total of R22.4 million, this was
mainly due to typing error during the printing of the annual report. Prior year balance for Contingent Liabilities

(in particular Other guarantees) was adjusted from R21.399 billion reported in 2014/15 to R21.396 billion
restated amount (Prior year balance (in particular — Land Bank 30) was adjusted from R42.7 million reported
in 2014/15 to R40.4 million restated amount. The net-effect of prior year error is the decrease in the opening
balance by R2.3 million).

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation 307



PART E | ANNUAL FINANCIAL STATEMENTS - VOTE 36

- ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT -

Note 2014/15
21 R’000

Commitments
Reported in 2014/15 Annual Financial Statements (35432 508)
Re-statement of 2014/15 Annual Financial Statements 12 353 269
Net effect (23 079 239)

Prior year balance of commitments was adjusted from R35.4 billion reported in 2014/15 financial year to

R12.3 billion restated amount, to reflect the accurate balance that has been tested and validated for existence.
The net-effect of prior year error is that the opening balance has decreased by R23.1 billion.

Note 2014/15
22.1 R’000
Accruals
Reported in 2014/15 Annual Financial Statements 1369 450
Re-statement of 2014/15 Annual Financial Statements (1 565 979)
Net effect 196 529

Prior year balance for Accruals was adjusted from R1.3 billion reported in 2014/15 to R1.5 billion restated

amount, to reflect the accurate balance that has been tested and validated for existence. The net-effect of
prior year error is that the opening balance has increased by R197 million.

Note 2014/15
29 R’000
Provisions
Closing balance incorrectly reported due to typing error during the
printing of the annual report -
Closing balance as restated on the Annual Report 14 101
Net effect 14101

Prior year balance for Provisions was adjusted from R nil reported in 2014/15 to R14.1 million restated

amount, to reflect the accurate balance that has been tested and validated for existence. The net-effect of
prior year error is that the opening balance has increased by R14.1 million.
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Note 2014/15
13.1 R’000
Voted Funds to be Surrendered
Closing balance incorrectly reported due to typing error during the (1998 225)
printing of the annual report
Closing balance as restated on the Annual Report 1912798
Net effect (85 427)

Prior year balance for Voted Funds to be surrendered was adjusted from R1.998 billion reported in 2014/15

to R1.912 billion restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has decreased by R85 million.

Note 2014/15
25.1 R’000
Irregular Expenditure
Reported in 2014/15 Annual Financial Statements (330 162)
Re-statement of 2014/15 Annual Financial Statements 781 826
Net effect 451 664

Prior year balance of Irregular Expenditure was adjusted from R330 million reported in 2014/15 financial

year to R782 million restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has increased by R452 million.

2014/15
R’000

Total assets
Reported in 2014/15 Annual Financial Statements 1928 397
Re-statement of 2014/15 Annual Financial Statements (1930 230)
Net effect (1833)

Prior year balance of Irregular Expenditure was adjusted from R330 million reported in 2014/15 financial

year to R782 million restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has increased by R452 million.
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Note 2014/15
23 R’000

Employee Benefits
Reported in 2014/15 Annual Financial Statements 191 796
Re-statement of 2014/15 Annual Financial Statements (193 789)
Net effect 1993

Prior year balance of Irregular Expenditure was adjusted from R330 million reported in 2014/15 financial

year to R782 million restated amount, to reflect the accurate balance that has been tested and validated for
existence. The net-effect of prior year error is that the opening balance has increased by R452 million.

Note 2014/15
28 R’000

Key management personnel
Reported in 2014/15 Annual Financial Statements (54 615)
Re-statement of 2014/15 Annual Financial Statements 52 660
Net effect (1 955)

Prior year balance for key management personnel was adjusted from R54.6 million reported in 2014/15
financial year to R52.6 million restated amount, to reflect the accurate balance that has been tested

and validated for existence. The net-effect of prior year error is that the opening balance has decreased by
R1.9 million.
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Annexure 6: Inventories

Inventory

PART E | ANNUAL FINANCIAL STATEMENTS - VOTE 36
ANNUAL FINANCIAL STATEMENTS FOR THE MAIN ACCOUNT

2015/16

Quantity

2014/15

| Note | Quantity

Opening balance 462 098 1195 514 448 3756
Add / (Less): Adjustments to prior 11 812 11812 (1788) 23)
year balance

Add: Additions/Purchases — Cash 168 576 10 577 161 680 12 871
Add: Additions - Non-cash - - 11 -
(Less): Disposals (2) - 29 -
(Less): Issues (10 219) (10 219) (138 300) (12 931)
Add/(Less): Adjustments (4 191) (4 191) (73 982) (2478)
Closing balance 628 074 9174 462 098 1195

Annexure 6: Inventories was not audited and does not form part of the audited Annual Financial

Statements (AFS).

Annexure 7: Movement in capital work in progress

Movement in capital work in progress for the year ended 31 March 2016

Opening balance Current Year Completed Closing balance
Capital WIP Assets
Buildings and other fixed 12 829 275 7 455 957 (1 520 570) 18 764 662
structures
Other fixed structures 12 829 275 7 455 957 (1520 570) 18 764 662
Total 12 829 275 7 455 957 (1 520 570) | 18 764 662

Movement in capital work in progress for the year ended 31 March 2015

Opening Prior period | Current Year
balance error | Capital WIP

Completed

Closing
balance

Assets
R'000 R'000 R'000 R'000 R'000
Buildings and other fixed 9089 081 .| 4368386 (628192)| 12829275
structures
Other fixed structures 9089 081 -| 4368386 (628192) | 12829275
Total 9 089 081 .| 4368 386 (628192) | 12829 275

Annexure 7: Movement in capital work in progress was not audited and does not form part of the audited

Annual Financial Statements (AFS).
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1 REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL
STATEMENTS FOR THE WATER TRADING ENTITY

We are pleased to present our report for the financial year ended 31 March 2016.

Audit Committee and attendance

The Audit Committee consists of the external Members listed hereunder and is required to meet a minimum of
at least two times per annum as per provisions of the Public Finance Management Act (PFMA). In terms of the
approved Terms of Reference (Audit Committee Charter), seven meetings were held during the current year, i.e.
five meetings to consider the Quarterly Performance Reporting (financial and non-financial) and two meetings to
review and discuss the Annual Financial Statements and the Auditor-General of South Africa’s (AGSA) Audit and
Management Reports.

Non-Executive Members

Name of Member Number of meetings attended

Mr. Justice Motha (Chairperson) 03 (Contract ended 31/3/2016)
02 (Contract ended 31/3/2016)
Adv. Frans Van der Westhuizen 02 (Contract ended 31/3/2016)
Mr. Thiru Mudaly 00 (Contract ended 31/3/2016)
Adv. Job Molapo 02 (Contract ended 31/3/2016)
06 (
04 (
04 (

Ms. Natalie Skeepers

Ms. Annah Badimo Reappointed 1/4/2016)
Mr. Japie du Plessis (Chairperson) Appointed 1/4/2016)
Appointed 1/4/2016)

Mr. Lwazi Kuse

Executive Members

In terms of the Audit Committee Charter, officials listed hereunder are obliged to attend meetings of the Audit

Committee:
Compulsory Attendance | Number of meetings attended
Ms. Margaret Diedricks (Accounting Officer) 03 (Resigned 7 July 2016)
Mr. Mpho Mofokeng (Chief Financial Officer WTE) 04
Mr. Chris Du Preez (Chief Risk Officer) 07

The Audit Committee noted that the Accounting Officer did not attend all seven scheduled Audit Committee
meetings and delegated a proxy to attend on her behalf. Therefore, the Audit Committee is satisfied that the
Department adhered to the provisions of the Audit Committee Charter.

The Members of the Audit Committee met with the Senior Management of the Entity, Internal Audit and the
AGSA, individually and collectively to address risks and challenges facing the Entity. A number of in-committee
meetings were held to address control weaknesses and deviations within the Department.
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Audit Committee Responsibility

The Audit Committee reports that it has complied with its responsibilities arising from section 38(1)(a) of the PFMA
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 all its responsibilities as contained therein.

The Effectiveness of Internal Control

Accounting Officer merged all the internal assurance services and established one Chief Directorate: Risk
Management comprising the functions Risk Management, Internal Audit and Internal Control.

The internal control environment in the Entity has been enhanced since the Accounting Officer ensured that
matters of Internal Control, Risk Management and Internal Audit were prioritised in the Top Management meetings.

Deficiencies in the system of internal control and deviations were reported in the Internal and AGSA Audit Reports.
The overall opinion of Internal Audit on the internal control design at the Entity is partially adequate and effective.

The Audit Committee also reviewed the progress with respect to the ICT Governance in line with the ICT
Framework issued by the Department of Public Services and Administration. Although there were some progress
on the ICT internal control, the Audit Committee report its dissatisfaction with minimal progress made with the
implementation of the Information Technology governance framework, Disaster Recovery Plan, the Business
Continuity Plan, the monitoring of access in the server control room and SAP users’ access controls were
ineffective. This continued to be a high risk for the Entity.

The Entity did implement some of the recommendations made by the Audit Committee.

Internal Audit

The Audit Committee is satisfied that the Internal Audit plan represents a clear alignment with the key risks, has
adequate information systems coverage, and a good balance across the different categories of audits, i.e. risk-
based, mandatory, performance, computer and follow-up audits.

The Audit Committee has noted improvement in the communication between the Executive Management,
the AGSA and the Internal Audit Function, which has strengthened the Corporate Governance initiatives within
the Entity.

The Audit Committee wishes to stress that in order for the Internal Audit Function to operate at an optimal level
as expected by the Audit Committee, the shortage in human resources and skills must be addressed as a matter
of urgency.

Risk Management

The Entity’s approach to the management of risk is based on sound governance processes and depends on both
a collective oversight and an individual responsibility. Progress on the Entity’s Risk Management was reported
to the Audit Committee on a quarterly basis. The Audit Committee is satisfied that the actual management of
risk is receiving attention, although there are areas that still require improvement. Management should take full
responsibility for the entire Enterprise Risk Management Process and continue to support the Chief Risk Officer
to even further enhance the performance of the Entity.
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The Audit Committee fulfils an oversight role regarding the management and reporting of risk. The Entity continues
to enhance its risk management capabilities that will better position the Entity to achieve its objectives in a
controlled environment.

Forensic Investigations
The Special Investigation Unit is currently performing an investigation within the trading entity. The investigation
is ongoing.

Several investigations were conducted/are in progress by the Internal Audit unit at the request of the Accounting
Officer and/or the Minister arising from allegations against officials of the Entity. The completed investigations
resulted in recommendations for disciplinary and/or criminal proceedings to be instituted against the entity’s
officials concerned.

An independent consulting firm performed an investigation at the request of the Accounting Officer.
This investigation was initiated based on an allegation of misappropriation of the Department’'s construction
equipment.The investigation is completed and no irregularities were found.

The quality of quarterly reports submitted in terms of the PFMA and the Division of
Revenue Act

The Audit Committee is satisfied with the content and quality of some of the financial and non-financial quarterly
reports prepared and submitted by the Accounting Officer of the Entity during the year under review and confirms
that the reports were mostly in compliance with the statutory reporting framework.

Evaluation of Annual Financial Statements

The Audit Committee has:

* Reviewed and discussed the audited Annual Financial Statements to be included in the Annual
Report, with the AGSA and the Accounting Officer;

* Reviewed the Audit Report of the AGSA;
* Reviewed the AGSA’s Management Report and Management’s response thereto;
* Reviewed the Department’'s compliance with legal and regulatory provisions; and

* Reviewed significant adjustments resulting from the audit.

The Audit Committee concurs with and accepts the AGSA’s conclusions 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 AGSA. The Audit Committee would like to encourage Management and the AGSA to continuously improve
the management of the audit process for the Entity. Significant challenges were noted related to timely reporting
and ineffective communication during the audit process.

Evaluation of Annual Performance Report

The Audit Committee has considered the performance information report submitted to the AGSA for review and
is satisfied with the report.
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Compliance with Laws and Regulations

The AGSA has reported supply chain management findings that the Entity did not have a proper internal control
system to ensure that all tender processes conducted on behalf of the Entity by the implementing agents were
adhered to.Management has to ensure that all procurement complies with laws, regulations and all departmental
policies and procedures. Remedial steps as prescribed in the PFMA must be instituted immediately to ensure that
there is consequence management and compliance.

One-on-One Meeting with the Accounting Officer

The Audit Committee has met with the Accounting Officer for the Entity to address unresolved issues.

Auditor-General of South Africa

The Audit Committee has met with the AGSA to ensure that there are no unresolved issues.

Japie du Plessis
Chairperson of the Audit Committee
Department of Water and Sanitation

31 July 2016
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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 356 to 406, which
comprise statement of financial position as at 31 March 2016, the statement of financial performance,
statement of changes in net assets, cash flow statement and the statement of comparison of budget with
actual information for the year then ended, as well as 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 the accounting officer determines is 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 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.

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
and fair presentation 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
qualified audit opinion.
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Basis for qualified opinion

Property, Plant and Equipment

6 The Water Trading Entity did not adequately review the useful lives of property, plant and equipment
at each reporting date in accordance with the Standards of Generally Accepted Accounting Practise,
GRAP 17, Property, plant and equipment. In addition, some items of property plant and equipment were
recorded in the financial statements but their existence could not be verified. As a result | was unable to
determine the correct net carrying amount of property, plant and equipment and depreciation, amortisation
and impairments stated at R76 531 035 000 and R1 882 751 000 respectively in notes 14 and 9 to the
financial statements, as it was impracticable to do so. | was also not able to determine the consequential
impact that any adjustments would have on the surplus for the period and the accumulated surplus in the
financial statements.

Qualified opinion

7 In my opinion, except for possible effects of the matter described in the basis for qualified opinion paragraph,
the financial statements present fairly, in all material respects, the financial position of the Water Trading
Entity as at 31 March 2016 and its financial performance and cash flows for the year then ended, in
accordance with standards of GRAP and the requirements of the PFMA.

Emphasis of matter

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

Material impairments

9 As disclosed in note 12 to the financial statements, material impairments to the amount of R4 775 338 000.
(2015: R3 901 797 000) which occurred as a result of customers not being able to pay their accounts for
water-related services.

Significant uncertainties

10  With reference to note 26 to the financial statements, the entity is a defendant in a number of lawsuits. The
ultimate outcome of these matters cannot currently be determined, and as a result no provision for any
liability has been made in the financial statements.

11 With reference to note 27 to the financial statements, the entity has instituted legal claims against several
companies. The ultimate outcome of these matters cannot currently be determined, and as a result no
debtor accrual has been made in the financial statements.

Restatement of corresponding figures

12 Asdisclosed in note 30 to the financial statements, the corresponding figures for 31 March 2015 have been
restated as a result of an error discovered during 31 March 2016 in the financial statements of the Water
Trading Entity at, and for the year ended, 31 March 2015.
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Report on other legal and regulatory requirements

13  In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) and the general notice
issued in terms thereof, | have a responsibility to report findings on the reported performance information
against predetermined objectives of selected programmes presented in the annual performance report,
compliance with legislation and internal control. The objective of my tests was to identify reportable findings
as described under each subheading but not to gather evidence to express assurance on these matters.
Accordingly, | do not express an opinion or conclusion on these matters.

Predetermined objectives

14 | performed procedures to obtain evidence about the usefulness and reliability of the reported performance
information of the following selected objective presented in the annual performance report of the trading
entity for the year ended 31 March 2016:

» Strategic Objectives of Water Trading Entity: Financial Management and Proto-catchment Agencies
on pages 97.

15 | evaluated the usefulness of the reported performance information to determine whether it was presented in
accordance with the National Treasury’s annual reporting principles and whether the reported performance
was consistent with the planned objective. | further performed tests to determine whether indicators and
targets were well defined, verifiable, specific, measurable, time bound and relevant, as required by the
National Treasury’s Framework for managing programme performance information (FMPPI).

16 | assessed the reliability of the reported performance information to determine whether it was valid, accurate
and complete.

17 1 did not identify any material findings on the usefulness and reliability of the reported performance
information fort he following objective:

» Water Trading Entity: Financial Management and Proto-catchment Agencies

Additional matter

18  Although | identified no material findings on the usefulness and reliability of the reported performance
information for the selected objective, | draw attention to the following matters:

Achievement of planned targets

19 Refer to the annual performance report on pages 96 to 100 for information on the achievement of the
planned targets for the year.
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Compliance with legislation

20 | performed procedures to obtain evidence that the entity had complied with applicable legislation regarding
financial matters, financial management and other related matters. My material findings on compliance with
specific matters in key legislation, as set out in the general notice issued in terms of the PAA, are as follows:

Financial statements

21 The financial statements submitted for auditing were not prepared in accordance with the prescribed
financial reporting framework as required by section 40(1) (a) and (b) of the Public Finance
Management Act.

Material misstatements of non-current assets and finance cost identified by the auditors in the submitted
financial statement were subsequently corrected, but the uncorrected material misstatements resulted in
the financial statements receiving a qualified audit opinion.

Expenditure management

22  Effective steps were not taken to prevent irregular expenditure, amounting to R54 566 000 as disclosed in
note 28 of the AFS, as required by section 38(1)(c)(ii) of the Public Finance Management Act and Treasury
Regulation 9.1.1.

23 Contractual obligations and money owed by the entity were not always settled within 30 days, as required
by sections 38(1)(c)(ii) of the Public Finance Management Act and Treasury Regulation 8.2.3.

Internal control

24 | considered internal control relevant to my audit of the financial statements and compliance with legislation.
The matters reported below are limited to the significant internal control deficiencies that resulted in the
basis for qualified opinion, and the findings on compliance with legislation included in this report.

Leadership

25 There was inadequate oversight responsibility regarding financial reporting and compliance as well as
related internal controls.

26 There was inadequate monitoring that the established and communicated policies and procedures relating
to asset management are adhered to.

27 There was inadequate monitoring that the internal control objectives, processes and responsibilities of
asset management are understood and executed.
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Financial and performance management

28 There were inadequate controls over daily and monthly processing of transactions and reconciling of
information and reports that supports the financial statements.

29 There was inadequate review of the financial statements to ensure that they are supported and evidenced
by sufficient and appropriate schedules and registers.

30 There was inadequate review and monitor of compliance with applicable legislation.

Governance

31 Internal audit was not adequately resourced to carry out its mandate on both the department and the entity.

Other reports

32 | draw attention to the following engagements that could potentially impact on the entity’s financial,
performance and compliance related matters. My opinion is not modified in respect of these engagements
that are either in progress or have been completed.

Investigations

33 The Special investigation unit (SIU) is conducting a forensic investigation on the Vuwani Steel pipeline.
This investigation is still in progress.

34  An independent consulting firm is performing an investigation at the request of the Director-General.
This investigation was initiated based on allegation of misappropriation of the department’s construction
equipment. The investigation is still in progress.

Audit-related services and special audit

35 At the request of the trading entity, an audit was performed on reported irregular expenditure up to the year
ended March 2012. The report was issued on 18 June 2016.

Lot Geaeval

Pretoria
31 July 2016
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
31 MARCH 2016

2016 2015

Notes Restated

R’000 R’000

Revenue 11 154 159 12 318 503
Revenue from exchange transactions 3 9 593 228 9 598 422
Revenue from non-exchange transactions 4 1 560 931 2720 081
Expenditure 7 589 553 9826 182
Employee benefit costs 5 804 740 697 301
Operating expenditure 6 3 589 874 3779268
Impairment on financial assets 7 878 858 925 385
Finance cost 8 426 488 2332 486
Depreciation, amortisation and impairment 9 1882 751 2032 094
Loss on disposal of fixed assets 10 6 842 59 648
Surplus/(deficit) for the year 3 564 606 2492 321
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STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2016

Note 2016 2015
Restated
R’000 R’000
ASSETS
Current assets 6 805 582 7 329 164
Cash and cash equivalents 1 42 948 1545 868
Receivables from exchange transactions 12 6 354 622 5663 338
Construction Work In Progress 13 260 028 -
Inventory 13 147 984 119 958
Non-current assets 92 537 788 89 625 122
Property, plant and equipment 14 76 531 035 73 768 500
Intangible assets 15 16 006 753 15 856 622
Total assets 99 343 370 96 954 286
LIABILITIES
Current liabilities 2061 063 5057 697
Payables from exchange transactions 16 997 477 1254 246
Employee benefits 17 162 640 175734
Finance lease liability 18 18 741 16 095
Financial liabilities: TCTA 19 882 205 3611622
Non-current liabilities 24 959 327 23138 218
Finance lease liability 18 32498 34 504
Financial liabilities: TCTA 19 24 926 829 23103714
Total liabilities 27 020 390 28 195915
Total net assets 72 322 980 68 758 374
NET ASSETS
Reserves
Accumulated surplus 71 960 394 68 413 062
Pumping cost reserve 362 586 345 312
Net assets 72 322 980 68 758 374
357
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Balance at 1 April 2014
As previously stated

Prior period error
Surplus for the year
As previously stated

Prior period error

Net movement in reserves

Transfers between reserves
Balance at 31 March 2015

As previously stated

Prior period error

Surplus for the year

Net movement in reserves

Transfers between reserves

Balance at 31 March 2016

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR 31 MARCH 2016

Note Accumulated Pumping Cost Net Assets
surplus Reserve

65 997 395 268 586 66 265 981

66 432 477 268 586 66 701 063

30 (435 082) - (435 082)

2492 321 - 2492 321

2814816 - 2814816

30 (322 495) - (322 495)

(76 726) 76 726 -

| (76 726) | | 76726 | | - |

68 413 062 345 312 68 758 374

69 170 640 345 312 69 515 952

30 (757 578) - (757 578)

3 564 606 - 3 564 606

(17 274) 17 274 -

(7 274)| | 17 274| | _

71 960 394 362 586 72 322 980
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CASH FLOW STATEMENT FOR THE YEAR 31 MARCH 2016

Notes 2016 2015
, Restated
R’000 R'000

Cash flows from operating activities
Cash receipts 9841745 10 273 400
Taxes and transfers 1522 038 2 399 258
Sale of water services 7 038 259 6 510 305
Construction and other revenue 826 133 636 146
Water research levies - receipts 18 278 80 162
Commission earned 2708 6 925
Lease revenue earned 13 239 13 606
Interest revenue 421 090 626 998
Cash payments (4 340 817) (4771 123)
Employee benefits 817 834 717 012
Water Research Commissioner - payments 108 714 81316
Goods and services 3 408 766 3792 867
Finance cost paid 262 173 253
Finance cost paid: Leases 5241 6 675
Net cash flows from operating activities 20 5500 928 5502 277

Cash flows from investing activities
Acquisition of property, plant and equipment (2 021 249) (1302 490)
Acquisition of intangible assets (203 539) -
Proceeds on disposal of non-current assets 19 346 35440
Net cash flows used in investing activities (2 205 442) (1 267 050)

Cash flows from financing activities
Finance lease payments (18 351) (15 148)
Repayments of other financial liabilities (4 780 054) (4 599 107)
Net cash flows from financing activities (4 798 406) (4 614 255)
Net fncreasel(decrease) in cash and cash (1 502 920) (379 027)

equivalents

Cash and cash equivalents at beginning of year 1 545 868 1924 895
Cash and cash equivalents at end of year 1 42 948 1545 868
359
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
YEAR ENDED 31 MARCH 2016

Approved Final Actual Variance
Notes Budget Budget Amounts Amounts
R’000 R’000 R’000 R’000
Revenue 21,3 12 073 904 11 248 276 11 154 159 (94 117)
Taxes and transfers 2248 038 1522 038 1522 038 -
Sale of water services 8729 839 8729 839 8 697 371 (32 468)
Construction revenue 988 581 888 953 449 853 (439 100)
Commission earned - - 2708 2708
Lease revenue earned 12 502 12 502 13 239 737
Interest revenue 19 765 19 765 421 090 401 325
Other receipts 75180 75180 47 860 (27 320)
Total revenue 12 073 904 11 248 276 11 154 159 (94 117)
Expenses 21,4 (7 954 407) (7 781 407) (5 736 450) 2 044 957
Employee benefit costs 979 345 806 345 804 740 1605
Operating expenditure 2 699 347 2 699 347 1736771 962 576
Impairment on financial ) ) 878 858 (878 858)
assets
Finance cost 1721 326 1721 326 426 488 1294 838
Depreciation,
amortisation and 2 554 389 2 554 389 1882 751 671638
impairment
I_.oss on disposal of i ) 6 842 (6 842)
fixed assets
Total expenses (7 954 407) (7 781 407) (5736 450) 2 044 957
Surplus/(deficit) from 4119 497 3 466 869 5417 709 1950 840
operating activities
Projects expenditure 21,5 4963 026 4 967 466 3 387 538 1579 928
Allocation from 1836 762 1170748 897 091 (273 658)
government grants
Other additions 3126 264 3796718 2 490 448 1306 270
Budget surplus/(deficit) (843 529) (1 500 597) 2030171 3530 767
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2016

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 following Standards of GRAP, that become effective in the current financial year, were adopted early in the
previous year. As a result, there is no impact in the current financial year:

GRAP 25 Employee Benefits

In addition to the Standards that have to be applied, the WTE early adopted the amendments to the Standards
made as a result of the improvements project of the ASB in so far as it is applicable to the transactions of the WTE.
The applicable Standards, effective in period starting 1 April 2015, are listed below:

IGRAP 1 Applying the probability test on initial recognition of revenue

IGRAP 2 Changes in existing decommissioning restoration and similar liabilities

IGRAP 3 Determining whether an arrangement contains a lease

IGRAP 4 Rights to interests arising from decommissioning, restoration and environmental

rehabilitation funds

IGRAP 5 Applying the restatement approach under the Standard of GRAP on Financial Reporting in
Hyperinflationary Economies

IGRAP 7 The limit on a Defined Benefit Asset, minimum funding requirements and their interaction

IGRAP 8 Agreements for the construction of assets from exchange transactions

IGRAP 9 Distributions of non-cash assets to owners

IGRAP 10 Assets received from customers

IGRAP 11 Consolidation — Special purpose entities

IGRAP 13 Operating Leases - Incentives

IGRAP 14 Evaluating the substance of transactions involving the legal form of a lease

Based on the analysis of the transactions of the WTE, these Standards do not currently have an impact on the
WTE and the adoption of these Standards will thus have no impact on the current financial statements.
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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.The WTE used the Standard of GRAP on Related Party Disclosures
(GRAP 20) to develop its accounting policies on Related Party Disclosures to determine the extent of disclosures
for related party transactions and balances.

1.3.1

The WTE has utilised the following Standard of GRAP to determine the disclosures around related parties:

Standard utilised in developing disclosure

GRAP 20 Related Party Disclosures

1.3.2

It's unlikely that the following Standards and/or amendments to Standards, that have been issued but are not
yet effective, will have a material impact on the financial statements of the WTE once they become effective and
therefore accounting policies have not been developed for the following Standards:

Standard not yet applicable

IGRAP 6 Loyalty programmes

IGRAP 12
GRAP 6 (as revised 2010)

Jointly controlled entities — Nonmonetary contributions by ventures

Consolidated and Separate Financial Statements

GRAP 7 (as revised 2010) Investments in Associates

GRAP 8 (as revised 2010)

Interests in Joint Ventures

IGRAP16

Intangible assets website costs

GRAP 18

Segment Reporting

GRAP 27 (as revised 2012)

Agriculture (Replaces GRAP 101)

GRAP 31 (as revised 2012)

Intangible Assets (Replaces GRAP 102)

GRAP 105 Transfer of functions between entities under common control
GRAP 106 Transfer of functions between entities not under common control
GRAP 107 Mergers

Based on the analysis of the transactions of the WTE, these Standards do not impact the WTE and the adoption
of these Standards will thus have no impact on the current financial statements.

14 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.
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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 effects of restatements
are disclosed in note 30.

1.9  Significant judgments 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 term of 30 days. Where
extended payment terms were given, the transaction prices are 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 an 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 judgments based on an assessment of their ability to make future payments. Credit
worthiness is not used in assessing debtor balances. 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.The future expected receipt has been discounted at the current interest rate
(10.25%) applicable to entities owing money to the state (prior year: 10.25%).

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, except for certain construction equipment which is earmarked
for sale. The review of the useful lives and residual values are performed annually based on a risk assessment
approach. Where factors exist that indicate that the useful life needs to be amended, the useful life is reassessed.
This estimate is based on judgment, taken 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
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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.

Property, plant and equipment and intangible assets are assessed annually for indicators of impairment.
The assessment takes into account utilisation, condition, functional performance and obsolescence. Changes

in these factors may lead to either an impairment loss or a reversal of previous impairment losses recognised.

The estimated useful lives of property, plant and equipment are as follows:

Infrastructure assets

Land Infinite life span
Buildings 1-75years
Canals 1-298 years
Dams and weirs 1 - 496 years
Pipelines 1-60 years
Pump stations 1-75years
Reservoirs 1- 80 years
Treatment works 1-50 years
Tunnels 1- 253 years
Power Supply 1-30 years
Roads and Bridges 15-71 years
Boreholes 8 - 50 years
Measuring Facilities 1-80 years
Telemetry 1-30 years
Servitudes 3-99 years

Movable assets

Vehicles 4 - 20 years

Computer equipment 3 -5years

Office equipment, Furniture and furniture 6 - 20 years

Construction equipment Based on usage (kilometres, hours, months)
Machinery and equipment 5-59 years

Dwellings: mobile homes 20 years

Intangible assets

Software and licenses 3-13 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 from the Department of Water & Sanitation. Therefore, any impairment that
has been identified was calculated using the recoverable service amount of the asset.
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The depreciation methods were assessed and are considered to be appropriate and will not change unless
there is a change in the way that assets will be utilised, which is unlikely in the foreseeable future.

1.94 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.

1.95 Agreements with Trans Caledon Tunnel Authority (TCTA)

As the DWS through 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 WTE controls the infrastructure assets that are constructed by the TCTA and has to assume
the related liabilities. The cost of the assets recognised includes all the cost attributable to the asset until the asset
has been ready for its intended use. The internal cost of capital was assumed to approximate the cost of capital
of the TCTA, as the DWS (effectively through the WTE) is providing the required guarantees for the debt. DWS
through WTE guarantees the repayment of the liability and thus TCTA and WTE have a similar risk profiles.

1.9.6 Measurement of inventories on hand

Materials on hand are 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 be equal to 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.

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.

1.9.8 Contingent liabilities and provisions

Contingent liabilities and provisions have been based on the best estimate available. Contingent liabilities relating
to litigation have been based on the assessment of the estimated claim against the WTE as at 31 March 2016.

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
judgment. The allocation usually occurs on a proportionate basis and where the items produced are to be used
internally, exclude internal profits. Abnormal losses are determined based on judgment and is excluded from the
cost of assets under construction.
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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 are classified as operating leases.

1.9.11 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable
care been exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of
financial performance in the year that the expenditure was incurred. The expenditure is classified in accordance
with the nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement
of financial performance

1.9.12 Irregular expenditure
Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure,

incurred in contravention of or that is not in accordance with a requirement of any applicable legislation, including -

(a) this Act, or
(b) the State Tender Board Act, 1968, or any regulations made in terms of the Act, or

All expenditure relating to irregular expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure that was classified in accordance with
the nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of
financial performance.

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, trade discounts and volume rebates and recognised when it becomes
due to the WTE.

211 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 non-exchange 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.
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21.2 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 licensed 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.

Interest is recognised using the effective interest rate method.

Other revenue from exchange transactions is recognised in the statement of financial performance when the
revenue becomes due to the WTE.

21.3 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.

The commission earned is recognised as revenue from exchange transactions in the statement of financial
performance and the amount owed/overpaid on the commission is recognised in receivables/payables from
exchange transactions.

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, other than those relating
to distributions to owners, 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 financial performance in the
period in which it is incurred, using the effective interest rate method.
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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 WTE capitalise borrowing costs that are
directly attributable to the acquisition, construction or production of a qualifying asset as part of the cost of that
asset. All other borrowing costs are expensed in the period in which it is incurred.

2.4  Employee benefits

241 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:-

* As aliability 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.

* As an 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.

242 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.

24.3 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.

244 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.
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245 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.

25 Leases

2.5.1 The WTE as a lessee

The WTE classifies certain leases of equipment and vehicles as finance leases.

The assets acquired under finance leases is recognised as assets and the associated lease obligations as
liabilities in the statement of financial position at the commencement of the lease term. The assets and liabilities is
recognised at amounts equal to the fair value of the leased property or, if lower, the present value of the minimum
lease payments, each determined at the inception of the lease.

Where practicable, the discount rate used to calculate the present value of the minimum lease payments is the
interest rate implicit in the lease. Where this is not practical, the WTE’s incremental borrowing rate is used. Any
initial direct costs are added to the amount recognised as an 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).

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 minimum lease
payments is apportioned between the finance charge and the reduction of the outstanding liability. The finance
charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest on
the remaining balance of the liability.

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.

Lease revenue from operating leases is recognised as revenue on a straight-line basis over the lease term, where
the lease term can be determined. The lease charge of construction equipment is based on a charge-out tariff
determined on a cost recovery basis.

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. An item of property, plant and equipment that qualifies for recognition as an
asset shall be measured at its cost. Where an asset is acquired through a non-exchange transaction, its cost is
measured at its fair value as at the date of acquisition.
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After recognition as an asset, items of property, plant and equipment is carried at cost, less accumulated
depreciation and accumulated 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, excluding abnormal losses. 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.

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.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the
item shall be depreciated separately. The depreciable amount of an asset is allocated on a systematic basis over
its useful life. Depreciation is calculated on a straight line basis over the expected life 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.

The residual value and the useful life of an asset is reviewed at least at each reporting date and, if expectations
differ from previous estimates, the change(s) is accounted for as a change in an accounting estimate.

The WTE must assess at each reporting date whether there is any indication that an asset may be impaired.
If any such indication exists, the WTE will estimate the recoverable service amount of the asset. Iltems 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
andwhere the carrying amount exceeds the recoverable amount for cash-generating assets.

The WTE assess at each reporting date whether there is any indication that an impairment loss recognised in
prior periods for an asset may no longer exist or may have decreased. If any such indication exists, the WTE will
estimate the recoverable service amount of that asset. 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.

Impairment and reversals of impairment is recognised in the statement of financial performance at the time when
the event occurred.
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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 intangible asset is measured initially at cost. Where an intangible asset is acquired
through a non-exchange transaction, its initial cost at the date of acquisition, is measured at its fair value as
at that date.

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.

After initial recognition, an intangible asset is carried at its cost less any accumulated amortisation and any
accumulated impairment losses. Amortisation is recognised in the statement of financial performance on a
straight-line basis over the estimated useful lives of intangible assets, unless such useful lives are indefinite.

An intangible asset with an indefinite useful life is not amortised. Intangible assets with an indefinite useful life
or an intangible asset not yet available for use, 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 Non-current assets held for sale

The WTE classifies a non-current asset as held for sale if its carrying amount will be recovered principally through
a sale transaction rather than through continuing use. For this to be the case, the asset must be available for
immediate sale in its present condition subject only to terms that are usual and customary for sales of such assets
and its sale must be highly probable, i.e. a committed plan to dispose of the asset will exist.

The WTE measures non-current assets classified as held for sale at the lower of carrying amount and fair value
less costs to sell.

2.9 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. Costs of purchases, costs of conversion
and other costs incurred in bringing the inventories to their present location and condition are included in the cost
of inventories. Construction and building materials are measured using the First-In-First-Out method and all other
inventories are measured using the Weighted Average Cost method. Where inventory is distributed at no or a
nominal charge, inventory is measured at the lower of cost or replacement cost.
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2.10 Construction contracts and receivables

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised
by reference to the stage of completion of the contract activity at the reporting date, as measured by completion
of a physical proportion of the contract work. Variations in contract work, claims and incentive payments are
included to the extent that they have been agreed with the customer.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the
extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in
which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected deficit is recognised
as an expense immediately.

Current assets include uncertified construction related projects performed for on behalf of external stakeholders.

2.11 Financial instruments

2111 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.

Financial instruments are recognised initially when the WTE becomes a party to the contractual provisions of the
instruments and WTE funds are committed or receive 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 exists; and the entity intends to settle on a net basis, or to realise the asset and
settle the liability simultaneously.

2.11.2 Initial measurement

Financial instruments are initially measured at fair value.

2.11.3 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.

2114 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 do 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.

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or
expense in surplus or deficit.
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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. A gain or loss arising from a change in the fair value of a financial
asset or financial liability measured at fair value is recognised in surplus or deficit.

211.5 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.

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been
incurred, the amount of the loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at
the financial asset's original effective interest rate (i.e. the effective interest rate computed at initial recognition).
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 does not exceed the carrying amount that
would have been recognised 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 items included in the statement of financial position contains financial instruments:

« Cash and cash equivalents;

* Receivables from exchange transactions;
« Other financial assets;

» Payables from exchange transactions; and
«  Other financial liabilities.

211.6 Derecognition

Financial assets

The WTE derecognises financial assets using trade date accounting.

The WTE derecognises a financial asset only when:

» the contractual rights to the cash flows from the financial asset expire, are settled or waived;

+ the WTE transfers to another party substantially all of the risks and rewards of ownership of the
financial asset; or

« the WTE, despite having retained some significant risks and rewards of ownership of the financial asset,
has transferred control of the asset to another party and the other party has the practical ability to sell the
asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and without
needing to impose additional restrictions on the transfer. In this case, the WTE :

» derecognise the asset; and

* recognise separately any rights and obligations created or retained in the transfer.
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The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those
transferred on the basis of their relative fair values at the transfer date. Newly created rights and obligations are
measured at their fair values at that date. Any difference between the consideration received and the amounts
recognised and derecognised is recognised in surplus or deficit in the period of the transfer.

If the WTE transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right
to service the financial asset for a fee, it recognise either a servicing asset or a servicing liability for that servicing
contract. If the fee to be received is not expected to compensate the WTE adequately for performing the servicing,
a servicing liability for the servicing obligation is recognised at its fair value. If the fee to be received is expected
to be more than adequate compensation for the servicing, a servicing asset is recognised for the servicing right at
an amount determined on the basis of an allocation of the carrying amount of the larger financial asset.

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the WTE
obtaining a new financial asset or assuming a new financial liability, or a servicing liability, the WTE recognise the
new financial asset, financial liability or servicing liability at fair value.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of
the consideration received is recognised in surplus or deficit.

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its
entirety, the previous carrying amount of the larger financial asset is allocated between the part that continues
to be recognised and the part that is derecognised, based on the relative fair values of those parts, on the date
of the transfer. For this purpose, a retained servicing asset is treated as a part that continues to be recognised.
The difference between the carrying amount allocated to the part derecognised and the sum of the consideration
received for the part derecognised is recognised in surplus or deficit.

If a transfer does not result in derecognition because the WTE has retained substantially all the risks and rewards
of ownership of the transferred asset, the WTE continue to recognise the transferred asset in its entirety and
recognise a financial liability for the consideration received. In subsequent periods, the WTE recognises any
revenue on the transferred asset and any expense incurred on the financial liability. Neither the asset, and the
associated liability nor the revenue, and the associated expenses are offset.

Financial liabilities

The WTE removes a financial liability (or a part of a financial liability) from its statement of financial position when
it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

An exchange between an existing borrower and lender of debt instruments with substantially different terms
is accounted for as having extinguished the original financial liability and a new financial liability is recognised.
Similarly, a substantial modification of the terms of an existing financial liability or a part of it is accounted for as
having extinguished the original financial liability and having recognised a new financial liability.

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities
assumed, is recognised in surplus or deficit. Any liabilities that are waived, forgiven or assumed by another WTE
by way of a non-exchange transaction are accounted for in accordance with the Standard of GRAP on Revenue
from Non-exchange Transactions (Taxes and Transfers).
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2.12 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.

2.13 Receivables from exchange transactions

Receivables from exchange transactions measured at amortised cost arise from transactions with water users.
Prepayments and advances consist of amounts paid to contractors and employees for which future goods and
servicesare expected to be received. Prepayments and advances are not classified as financial instruments.

2.14 Receivables from non-exchange transactions

Receivables from non-exchange transactions are recognised when the WTE has a right to receive the monies
due to it, which are allocated in terms of legislation or are due in accordance with an agreement in which the WTE
is receiving non-exchange revenue. Receivables from non-exchange transactions are initially measured at fair
value and subsequently measured at amortised cost.

2.15 Other financial assets

Other financial assets are measured at fair value unless the fair value cannot be determined reliably. Where fair
value cannot be determined, financial assets are measured at cost.

2.16 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.

2.17 Payables from non-exchange transactions
The WTE recognises payables from non-exchange transactions for amounts received through non-exchange

revenue, which are not recognised as revenue as a result of outstanding obligations.

Payables from non-exchange transactions are initially measured at fair value, and are subsequently measured
at amortised cost.

2.18 Other financial liabilities

Included in other financial liabilities are the liability incurred to the TCTA. The liability is initially measured at fair
value and is subsequently measured at amortised cost. Effective interest is capitalised against the amounts
outstanding in accordance with the respective agreements.

Annual Report for 2015/16 Financial Year Vote 36: Department of Water and Sanitation 375



PART E | WATER TRADING ENTITY

- ANNUAL FINANCIAL STATEMENTS FOR THE WATER TRADING ENTITY -

376

2.19 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 an estimate is made of the amounts due for
goods or services that have been received or supplied, but the invoice is outstanding or a formal agreement with
the supplier has not been concluded.

Provisions are liabilities, excluding accruals that are 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 present obligation at the reporting date,
discounting to present value where the time value of money is expected to be material.

2.20 Contingents assets and contingent liabilities

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in notes 26 and 27.

2.21 Reserves

The WTE classifies its reserves in two categories namely pumping cost reserve and accumulated reserves. None
of these reserves are distributable reserves.

2211 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.

2.21.2 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.

2.22 Budget information

The budget is prepared on a modified accrual basis. The WTE budget comprise of revenue from the transfer
payment received from the Department of Water & Sanitation (Main Exchequer Account) as well as revenue
received from raw water sales.
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2.23 Related parties

The budget is prepared on a modified accrual basis. The WTE budgets for Water sales revenue as well as
transfer payments received through the Department of Water & Sanitation. Expenditure incurred exceeding the
transfer payments as well as Water sales revenue is defrayed from accumulated reserves.

2.24 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 28 and 29. 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.

Any receivable recognised as a result of irregular, fruitless and wasteful expenditure or material losses through
criminal conduct, are subject to an annual impairment assessment.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 MARCH 2016

2016 2015
R’000 R’000

3 Revenue from exchange transactions
Sale of water services 8 697 371 8 098 044
Construction revenue 449 853 853 812
Commission earned 2708 6 925
Receivables 2300 6 334
Short-term deposits and bank accounts 408 591
Interest revenue 421 090 626 998
Receivables 421 082 626 992
Short-term deposits and bank accounts 8 6
Lease revenue earned 13 239 13 606
Equipment - 14
Property 13 239 13 592
Sale of goods - scrap materials and waste paper 139 1776
Other revenue 8 828 (2 739)
9 593 228 9 598 422

The fair value of inflowing resources was measured based on the fair value of the cash consideration received
or receivable, net of any discount and VAT.

4 Revenue from non-exchange transactions

Transfer revenue includes:

Funds from the Department of Water Affairs 1522 038 2 399 258

Other revenue:

Assets received/transferred 38 814 320 727

Water usage license fees 79 96
1560 931 2720081

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.
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2016 2015
R’000 R’000
5 Employee benefit costs
Employee benefits consists of:
Short term employee benefits 1429 157 1421872
Less: direct labour capitalised to assets under construction (470 945) (364 832)
Less: amounts capitalised to construction costs for third parties (153 472) (359 742)
804 740 697 301
6 Operating expenditure
Construction costs incurred 451 689 812 336
Other operating expenditure
Administrative fees 3748 291
Audit cost 22 648 18 359
Communication 34 162 30 825
Computer services 94 080 9637
Courier and delivery costs - -
Electricity 418 242 227 521
Entertainment 1560 29
Facility and management fee: TCTA 653 731 822 463
Materials consumed 234709 283 443
Maintenance, repairs and running costs 83 561 255 384
Operating leases 113 504 58 578
Owned and leasehold property expenditure 10 229 88 560
Professional services: Business and advisory services, contractors 613 046 441 372
and agency/outsourced services
Professional services: Infrastructure and planning 415 436 360 952
Printing, posting and stationery 8 756 17 321
Transport costs 28 640 -
Travel and subsistence 31010 118 222
Training and staff development 23190 14 452
Venues and facilities 133 454 3910
Auxiliary 214 479 215613
3 589 874 3779268
The amounts above includes changes in estimates for reversals in accruals
379
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2016 2015
R’000 R’000
7 Impairment on financial assets
Impairment relating to:
Trade receivables 873 541 924 841
Staff receivables 486 733
Other receivables 4831 (189)
878 858 925 385
8 Finance cost
Finance leases 5241 6 675
Interest on amortised payables 421 247 2325 811
426 488 2 332 486
2016 2015
R’000 R’000
9 Depreciation, amortisation and impairment
Depreciation on property, plant and equipment 1742 592 2 047 801
Computer equipment 1345 8 396
Equipment 53912 97 267
Furniture and Fittings 1133 7 524
Infrastructure 1630 980 1919 274
Leased equipment 3901 3808
Leased vehicles 15 287 12 597
Mobile homes 35 868 (1 740)
Vehicles 166 675
Amortisation on intangible assets 53 399 9452
Computer software 53 399 9452
Change in estimate - depreciation - (72 765)
Computer equipment - (10)
Equipment - (5363)
Furniture and Fittings - 3137
Infrastructure - (76 212)
Mobile homes - 5180
Vehicles - 503
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Impairment and impairment reversals 86 760 330 494
Computer equipment 568 (1 100)
Computer software - (1 082)
Equipment 9 052 295 662
Furniture and Fittings 595 (3 660)
Infrastructure 76 373 41 517
Leased equipment 6 -
Leased vehicles 63 -
Mobile homes - 94
Vehicles 103 (937)

Change in estimate - impairment - (282 887)
Infrastructure - 22 666
Equipment - (305 554)

1882 751 2 032 094

Various Movable assets and Infrastructure assets with original remaining useful lives varying between 1-100
years have been revised in the beginning of the current period to reflect a new depreciable amount (impairment
implications) and the actual pattern of service potential derived from these assets (Revised useful lives).

For the current financial year the impairments are increased by R86 million based on the new assets identified
for impairment. The future depreciation and impairment will increase by approximately R86 million.

10 Loss on disposal of fixed assets

Loss on disposal of fixed assets 6 842 59 648

6 842 59 648

11 Cash and cash equivalents

Cash and cash equivalents at fair value:

Current accounts at commercial banks 42 668 1545 651
Short-term deposits 120 112
Cash on hand 160 105

42 948 1 545 868
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12 Receivables from exchange transactions
Current

Financial assets at amortised cost
Trade receivables

Less: Provision for impairment
Carrying amount at the beginning of the period

Current year provision

Advances to public entities

Staff related receivables

Less: Provision for impairment
Carrying amount at the beginning of the period

Trade receivables written off
Current year provision

Claims recoverable - Departments
Water Research Commission - advances
Gross amount of water research levies due

Outstanding debtors

Other receivables

Less: Provision for impairment on other receivables

Carrying amount at the beginning of the period
Trade receivables written off
Current year provision

VAT receivable

2016 2015
R’000 R'000

8 298 350 6 600 535
(4 775 338) (3901 797)
(3901 797) (2 976 956)
(873 541) (924 841)
3523012 2698 738
1740 970 996 014
5846 4813

(3 950) (4 235)

(4 235) (3 502)
772 -

(486) (733)

1 896 578

97 29

115 764 25 328
(168 111) (160 005)
283 875 185 333
830 072 1974 174
(9 505) (31 523)
(31 523) (31 496)
26 848 -

(4 831) (27)
820 567 1942 651

6 204 205 5663 916
152 313 -

6 354 622 5 663 338
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2016
R’000

2015
R’000

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:

Age analysis of financial assets that are past due but not
impaired:

not more than two months;

more than two months and not more than three months;
more than three months and not more than four months;
more than four months and not more than five months;

more than five months;

364 304 234 659
219 841 151 456
- 136

28 (5 376)
5401 6 967
139 034 81476
364 304 234 659

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.

13.1 Inventory

Construction and building materials
Consumables

Fuel and lubricants

Stationery

2016 2015
R’000 R’000
130 574 105 527
8 502 6 921

6 600 5178
2308 2 331
147 984 119 958

Included in the Inventory balance is the inventory write-off amount to R587 046 (2015: R661 096) to bring the

Inventory balance to its Net reliasable value.

13.2 Construction Work In Progress

Construction Work In Progress

260 028

260 028
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2016 2015
R’000 R’000
15 Intangible assets
Summary

Enduring benefit: Lesotho Highlands 15 844 203 15 844 203
Gross carrying amount 15 844 203 15 844 203
Computer software 162 550 12 419
Gross carrying amount 285784 82 257
Accumulated amortisation and impairment (123 234) (69 838)
16 006 753 15 856 622

Reconciliation
Enduring benefit: Lesotho Highlands 15 844 203 15 844 203
Gross carrying amount at the beginning 15 844 203 15 844 203
Computer software 162 559 12418
Gross carrying amount at the beginning 12 419 20 862
Additions 203 531 -
Transfers 8 (73)
Amortisation (53 399) (9 452)
Impairment - 1082
16 006 762 15 856 622

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 impairment. 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

17

Payables from exchange transactions
Current
Financial liabilities at amortised cost
Trade payables
Accruals
Amounts due to customers: trade debtors
Gross amounts due to customers: construction contracts

Retention creditors

Non-financial liabilities
Unclaimed deposits
Advances received

Employee benefits liability

Current obligations:
Leave benefits due
Carrying amount at the beginning of the period
Current service costs
Less: benefits utilised
Change in estimate

Performance bonuses
Carrying amount at the beginning of the period
Current service costs
Less: benefits utilised
Change in estimate

Service bonuses - 13th Cheque
Carrying amount at the beginning of the period
Current service costs
Less: benefits utilised
Change in estimate

2016 2015
R'000 R’000
991 121 1146 316
482 615 678 413
332 306 304 704
113 265 74 562
: 30 811

62 935 57 826
6 356 107 931

6 351 107 929

5 2

997 477 1254 247
2016 2015
R'000 R'000
131 098 109 014
109 014 115 878
131 098 109 015
(109 014) (115 878)
15919 37 029
37029 50 374
15919 37 029
(37 029) (50 374)
15 623 29 691
29 691 29 192
15 623 29 691
(29 691) (29 192)
162 640 175734
2016 2015
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R’000 R’000
18 Finance lease liability

Current obligation 18 741 16 095

Non-current obligation 32 498 34 504

Carrying amount at the end 51 239 50 599

Reconciliation of the carrying amount:

Future minimum lease payments due: 57 650 61 951
Later than 1 year but less than 5 years 34730 40 507
Less than 1 year 22 920 21444

Less:Future finance charges (6 411) (11 353)

Present value of minimum lease payments 51239 50 599

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 vary between 9% and 15%. The liability is secured by the leased assets
disclosed in note 14.

2016 2015
R’000 R’000

19 Financial liabilities: TCTA
Current obligation 882 205 3611622
Non-current obligation 24 926 829 23103714

Reconciliation

Carrying amount at the beginning of the period 26 715 336 27 220 967
Additions 3 581 546 3807 730
Construction cost 2 506 830 857 986
Interest accrued 420 985 2 152 559
Facility and management fee 653 731 797 185
Payments (4 780 054) (4 599 107)
Other Movements 292 206 285 747
Financial liabilities at amortised cost 25 809 034 26 715 336

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. Included in Interest accrued is an amount of R784 Million Fair Value Gain
Emanating from a derecongition of Financial Liability: Lesotho Highlands Water Projects as a result of approval
of the revised water tariff.
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2016 2015
R’000 R’000
20 Net cash flows from operating activities
Surplus for the year 3 564 606 2492 321
Adjusted for non-cash items 3966 993 5821879
Employee benefits liability provisions 162 640 175735
Depreciation, amortisation and impairment 1882 751 2 032 094
Assets transferred at no cost (38 814) (320 727)
Impairment on financial assets at amortised cost 878 858 925 385
Interest accrued: TCTA 420 985 2 152 559
Facility and management fee: TCTA 653 731 797 185
Loss on disposal of fixed assets 6 842 59 648
Additional cash items (175 734) (195 445)
Employee benefits utilised (175 734) (195 445)
Operating cash flows before working capital changes 7 355 865 8118755
Working capital changes: (1 854 937) (2616 478)
(Increase) in receivables from exchange transactions (1570 142) (2 742 365)
(Increase)/decrease in inventories (28 026) 49 225
(Decrease)/increase in payables from exchange (256 769) 76 662
transactions
Net cash from operating activities 5500 928 5502 277
2016 2015
R’000 R’000
21 Budget information
Reconciliation between budget deficit and statement of
financial performance
Budget surplus (deficit) 2030171 140 645
Project expenditure 3 387 538 2674173

211 Basis of preparation of budget comparison statement

The basis of preparation of the budget during 2015/16 financial year is not the same with preparation of
the statement of financial statement. The operating expenditure reflected on the face of the Statement
of Financial Performance includes non-capital projects that were funded under project expenditure
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reflected in the Statement of Comparison of Budget and Actual amounts.

21.2 Reason on original budget deviation

The budget deviation is due to the reduction of augmentation fund by National Treasury and virement
within programme 3 to fund the water service related projects that were performed during the mid-year
budget review. The virement on additional project expenditure was due to the additional requests to fund
ministerial water related projects. Due to inability to fill vacant positions and the fact the department is
currently reviewing the organisational structure, the entity had reprioritise employee costs to fund other
service delivery projects.

21.3 Reason on the revenue variance

The unfavourable variance on revenue performance can be attributed to the construction revenue as a
result of the construction work that still needed to be certified, while the revenue billing on sale of water
services is within the revenue targets for the financial year 2015/16. The favourable variance on interest
revenue is due to the interest charged on overdue customers’ accounts.

21.4 Reason on the expenses variance

The under spending on expenses can be mainly attributed to the reduction on the finance cost,
depreciation and lack of spending on goods and services.The reduction on finance cost is due to the
cash flow timing difference on off-budget projects (undertaken by Trans Caledon Tunnel Authority-
TCTA), while the reduction on depreciation is due to correction of useful life that was done in the prior
year which resulted in the extension of the useful life of the infrastructure assets. The under spending
on goods and services can be attributed to the uncertified work (construction costs), lack of spending on
maintenance costs and reduction on management fee for projects undertaken by TCTA. The spending
on employee costs is within the revised budget for FY 2015/16. The entity is still in the process of
reviewing the organisational structure. The unfavourable variance on impairment of assets is due to the
fact that the entity doesn’t budget for impairment on financial assets.
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215
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Reason on the projects expenditure variance

The variance of R273 million on augmentation projects is due to under-spending on GLeWAP
Mopani District (the delay with construction activities, delay inmanufacturing of special pipes and the
environmental authorisation issues) and Nandoni Nsami (work on site was suspended with instruction
from National Treasury) and decision to fund ministerial water intervention project from Main Account.
The under spending on other projects is due to delay in appointment of pool of civil contractors. The
entity has since finalised the appointment of contractors.

Financial instruments

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
Financial assets at amortised cost

Receivables from exchange transactions

Total financial assets

Financial liabilities at amortised cost
Payables from exchange transactions
Other financial liabilities

Total financial liabilities

Net losses included in the statement of financial
performance on amortised receivables

2016 2015
R’000 R’000

42 948 1 545 868

6 204 205 5663 916
6247 153 7209784
26 806 511 27 969 583
997 477 1254 247
25809 034 26 715 336
26 806 511 27 969 583
878 858 925 385

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 dependent on the interest rates. The effective
interest rate for the current period amounted to 8% (2015:8%). Finance leases are discounted at the interest rates
implicit in the lease and do not expose the WTE to any further risk as the rates are fixed for the term of the lease.
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The short term payables expose 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.

Credit risk exposure

Receivables and prepayments

Potential areas of credit risk consist of trade accounts receivable and cash investments.

Accounts receivable consists mainly of government owned institutions and government owned entities.

The WTE monitors the ageing of debtors on an on-going basis and engages their customers where there is an
indication of possible problems with regard to recovery from customers. Provision is made for specific 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

Cash investments are investments made by the entity with the South African Reserve Bank and credit risk is
considered to be acceptably low. Short-term deposits are held in the Corporation for Public Deposits (CPD) as
required by the Treasury Regulations.

2016 2015
R’000 R’000

Maximum credit risk exposure
Cash and cash equivalents 42 788 1545763
Receivables 6 204 205 5663 916
6 246 993 7 209 679
% 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.

2016 2015
R’000 R’000

Contractual maturities ofnon-derivative financial liabilities are:
Due within 30 days 691 404 716 109
Later than one month but not later than 12 months 1309 759 1356 559
Later than one year but not later than 5 years 10 035 461 10 394 045
Later than 5 years 14 983 766 15519 161

The amounts to be paid within 30 days relate mainly to trade and other payables. Amounts due after 30 days
include payments due to TCTA that are measured at amortised cost. These payments may vary for certain
projects as they are based on actual water sales and are subject to change due to changes in the interest rates.
TCTA has various loans with commercial banks that exposes the WTE to liquidity risk.
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23 Related party transactions

231 Related party relationships and control
The WTE is controlled through the Department of Water & Sanitation 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.

2016 2015
R’000 R’000
23.2 Related party transactions and outstanding balances
23.21 Department of Water & Sanitation
Revenue from non-exchange transactions 1522 038 2 399 258
The Water Trading Entity (WTE) operates within the Department
and does not have its own Accounting Officer; its responsibilities
are shared by different branches within the Department.
The Department of Water and Sanitation incurred some operating
expenditure on behalf of the WTE which include, but is not
limited to, rent for office space, internal audit cost, IT cost and
other administrative costs (including cost related to the business
restructuring process). A reliable estimate cannot be made for
these services rendered.
23.2.2 Water Research Commission
Revenue from exchange transactions 2 300 6 334
Outstanding balances (Receivables) 115764 25328
WRL payment 108 714 81316

Water Research Commission and WTE both report to the Minister of Water and Sanitation. WTE performs the
billing and collection of revenue on behalf of Water Research Commission (i.e. Agent-Principal Relationship).

2016 2015
R’000 R’000

23.2.3 Trans-Caledon Tunnel Authority (TCTA)
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The following transactions were carried out with TCTA:

Construction activities 2506 830
Finance cost 420 985
Management and facility fees 653 731
Outstanding balances - amount due to TCTA 25809 034
Prepayment in terms of construction contract 1740 970

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 1062 476
Outstanding balances (11 753)
Payment for electricity 406 269

857 986
2152 559
797 185

26 715 336
996 014

1014 600
87 443
345312

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 4156 537 3723 361
Finance revenue (discounting) 33169 27 925
Gross amount billed 4189 706 3751 286
Outstanding balances 758 486 736 508

Gross amount due 764 539 742 074

Less: Effect of discounting (6 053) (5 566)
Project cost payment 541 324 115570

Rand Water (a Water Board) and WTE both report to the Minister of Water and Sanitation. Rand Water receives

60 days to pay for water related services instead of the normal 30 days.

2016
R’000

2015
R’000
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23.2.6 Inkomati Catchment Management Agency

The following disclosable items were carried out with Inkomati
Catchment Management Agency:

Water Management area revenue collected and paid 76 790 57 121

Inkomati Catchment Management Agency and WTE both report to the Minister of Water and Sanitation. WTE
performs the billing and collection of revenue on behalf of Inkomati Catchment Management Agency (i.e. Agent-
Principal Relationship).

23.2.7 Entities under control of the Minister of Water and Sanitation

The following Water Boards and Agency are under the common control of the Minister of Water and Sanitation.
WTE bills the Water Boards under arm’s length transactions in order to recover water infrastructure related
charges:

Amatola Water Board

Bloem Water Board

Botshelo Water Board

Bushbuckridge Water Board

Lepelle Northern Water Board

Magalies Water Board

Mhlathuze Water Board

Overberg Water Board

Rand Water Board

Umgeni Water Board

Sedibeng Water Board

Pella Drift Water Board

Breede-Overberg Catchment Management Agency (BOCMA)

Komati Basin Water Authoriy (KOBWA) - Is managed by the treaty between the South African Government
and the Swaziland Government. The treaty resulted in KOBWA constructing Maguga and Driekoppies Dam. WTE
owns Driekoppies Dam which was built through the finances raised by KOBWA on behalf of DWS.

23.3 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.

Basic Performance Other Post- Total
March 2016
salary related shortterm employment
R’000 payments employ.ee benefits
benefits
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Ms Mathe ZY - Deputy Director

761 - 485 97 1343
General
Mr Smith FJ - Chief Director 1013 - 395 131 1540
Mr Swart HJ - Construction Manager 1012 - 344 131 1487
Mr Van der Westhuizen WG - Chief i i i ) i
Director
Mr'Mofokeng MJ - Chief Financial 761 i 429 99 1289
Officer
Mr Manus LAV - Chief Director 635 - 395 81 1110
Mr Williams MR - Chief Director - - - - -
Mr Mudau TN - Chief Director 626 - 378 80 1083
Mr Nel P - Chief Director 730 - 253 95 1077
Mrs Nkomo RM - Chief Director 710 - 377 90 1177
Mrs Mkhabela GV - Chief Director 730 - 218 95 1042
6 977 - 3274 899 11150
March 2015 Basic Performance Other Post- Total
salary related shortterm employment
R'000 payments employ.ee benefits
benefits
Ms Mathe ZY - Deputy Director 796 i 432 94 1952
General
Mr Smith FJ - Chief Director 937 - 280 122 1338
Mr Swart HJ - Construction 916 122 274 119 1431
Manager
M'r Van der Westhuizen WG - Chief 699 29 209 849 1786
Director
Mr-Mofokeng MJ - Chief Financial 721 ) 410 04 1995
Officer
Mr Manus LAV - Chief Director 602 - 323 78 1003
Mr Williams MR - Chief Director 510 - 199 234 943
Mr Mudau TN - Chief Director 599 45 334 78 1055
Mr Nel P - Chief Director 692 - 197 90 979
Mrs Nkomo RM - Chief Director 692 - 186 90 968
Mrs Mkhabela GV - Chief Director 576 - 186 75 837
7 668 196 3028 1923 12 816

Key management personnel remunerated through Department of Water & Sanitation - Main account

The following officials are also considered to be key management personnel. These officials are paid by the
Department of Water & Sanitation - Main account.

Official

Ms Diedricks M, Director-General
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Mr Maphanga M, Chief Director

2016 2015
R’000 R’000
24 Capital commitments
Commitments for the acquisition of property, plant and equipment
thatis contracted for but not provided for in the financial statements. 2922064 1302378
The amounts disclosed above for capital commitments exclude VAT.
25 Operating lease commitments 2016 2015
R’000 R’000

The Water Trading Entity leases various residential
buildings, Office Spaces and piece(s) of Land under
operating lease agreements and instalments are payable
monthly in advance. The instalments 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 2016 are as follows:

Residential Buildings: 15989 12 585
Due within 1 year 15725 12 280
Due later than 1 year but less than 5 years 264 305
Office administration Buildings : 806 79
Due within 1 year 806 79

Due later than 1 year but less than 5 years - -

Land: - 171
Due within 1 year - 141
Due later than 1 year but less than 5 years - 30
Total minimum lease payments 16 795 12 836
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26 Contingent liabilities 2016 2015
R’000 R’000

26.1 Claims against the State

Legal claims

26.1.1 Eigenbau Pty Ltd vs Minister of Water and Sanitation 2244 -

26.1.2  Nasiza Trading CC/DWS 1570 -

26.1.3  MICS Empowerment Group/DWS CASE NO. 1509 -
56544/2013

26.1.4  JSW Electrical (Pty) Ltd vs. DWS and RBF 1006 1006
Engineering (Pty) Ltd

26.1.5  Group Five Construction (Pty) Ltd vs. Minister of - 54 670
Water Affairs and Forestry

26.1.6  Thsiswaise Lufuno vs. Department of Water and - 10000
Sanitation

2.6.1.7 S H Mkansi vs. Department of Water and Sanitation 1767 1767

26.1.8  JJ Schutte vs. The Minister of Water Affairs and 1100 1100
Forestry

26.1.9  WJ Scheepers vs. DWA 2124 2124

26.1.10 Landekamp Boerdery vs. DWA 2703 2703

26.1.11  FM Du Plessis vs. DWA 1322 1322

26.1.12  Neethling N.O. and Others vs. Department of Water 16 647 16 647
and Sanitation

26.1.13  Thabani Zulu and Company (Pty) Ltd vs. Minister of 2220 2220
Water Affairs

26.1.14  Kwinana & Associates vs. DWS 1158 1158

26.1.15 Limpopo Travel Agency/DWA 5000 5000

26.1.16 VW Tengwa/DWA 2765 2765
Other claims against the state 3 252 3143

46 387 105 625

Should the WTE not be successful in defending the above cases, the maximum financial exposure amounts
to R46,387 million excluding interest of approximately R7,189 million at 15.5%.

The WTE have legal claims against several companies of which the outcome is still uncertain and the
summary of nature of the above cases is as follows :

26.1.1 Eigenbau Pty Ltd vs. Minister of Water and Sanitation - the applicant has made an application in court
with a claim that the department had short paid the applicant.
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26.1.2

26.1.3

26.1.4

26.1.5

26.1.6

26.1.7

26.1.8

26.1.9

26.1.10

26.1.11

26.1.12

26.1.13

26.1.14

26.1.15

Nasiza Trading CC/DWS a claim is in respect of goods allegedly supplied and delivered to the DWS
by the plaintiff. The DWS denies having ordered and received the alleged goods and our investigations
revealed that this is a scam using the Department’s name.

MICS Empowerment Group/DWS CASE NO. 56544/2013 brought an application to join against the
DWS to legal proceeding instituted against Vhembe MD for breach of contract.

JSW Electrical (Pty) Ltd vs. DWS and RBF Engineering (Pty) Ltd where the Plaintiff sues both
Defendants (RBF Engineering and the Department) for services rendered in terms of a contract for the
supply, manufacture, delivery, installation, testing and commissioning by the Plaintiff and RBF of MV
and LV Electrical installation for Tugela-Mhlathuze Emergency Transfer following a tender process.

Group Five Construction (Pty) Ltd vs. Minister of Water Affairs and Forestry summons issued against
the Department arising from non-payment of fees for services rendered.

Thsiswaise Lufuno vs. DWS - a claim against the Department for negligence as a result of an open pit
fall by a minor child at Luvvuvhu River Government Water Scheme.

SH Mkansi vs. Department of Water and Sanitation matter relates to a motor vehicle collision belonging
to Construction North, Giyani, Limpopo Province.

JJ Schutte vs. The Minister of Water Affairs and Forestry - the Plaintiff instituted summons against
the Department for damages suffered by the minor who was utilising the play facility at “Waterwese
Kamp”, the property allegedly in control of the Department. The Minor fell from the swing and body
injuries.

WJ Scheepers vs. DWA where the plaintiff together with six other plaintiffs instituted separate civil
action against the department claiming damages for loss of profit emanating from the department’s
failure to supply water to them in terms of the Koppiesdam water canal scheme.

Landekamp Boerdery vs. DWA where the facts are same as in WJ Scheepers case under
26.1.9 above.

FM Du Plessis vs. DWA where the facts are same as in WJ Scheepers case under 26.1.9 above.

Neethling N.O. and Others vs. Department of Water and Sanitation. The Department has been joined
as 3rd party. The claim relates to misrepresentation of water rights and the 1st & 2nd respondents
have conceded to the merits of the case. Matter posponed for the settling of the quantum.

Thabani Zulu and Company (Pty) Ltd vs. Minister of Water Affairs The Plaintiff claims an amount of
R2 220 776.25 being fees for professional service rendered in the KZN region by identifying and
verifying the Department’s debtors in the WARM and SAP Financial Management System.

Kwinana & Associates vs. DWS summons issued against the Department for failure to pay for service
rendered in terms of contract to provide a compendium of accounting services to effect financial
turnaround for the Revenue Collection sub-directorate.

Limpopo Travel Agency/ DWA summons issued against the Department for rental of motor vehicles by
5 officials purported to be employed by the Department.
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26.1.16 VW Tengwa /DWA Labour Matter - made an application for review and setting aside of the ruling of the
Arbitrator in the Commission for Conciliation, Mediation and Arbitration (CCMA)

26.2 Guarantees

2016 2015
R’000 R’000

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 109 109
obligations. No loss is expected to materialise in respect of these

guarantees in the foreseeable future.

27 Contingent Assets

Legal claims

Department of Water Affairs and Forestry vs. A.P.S. South Africa 6 971 6971

(Pty) Ltd

The Minister of Water and Environmental Affairs vs. Flowtite

Vectus (PTY) Ltd 178 231 178 231

Department of Water vs. T-Systems South Africa (Pty) Ltd and

Mr. Bokhutlo Senokwane 2843 2843

Depaljtment of Water and Sanitation vs. Metric Industrial 30 000 30 000

Supplies CC

Department of Water and Sanitation vs. EVN Consulting (Pty) Ltd - 100 000
218 381 318 381

The WTE have legal claims against several companies of which the outcome is still uncertain :

271 Department of Water Affairs and Forestry vs. A.P.S.South Africa (Pty) Ltd - breach of contract due to
delivery of defective supplies.

27.2 The Minister of Water and Environmental Affairs vs. Flowtite Vectus (PTY) Ltd - breach of contract due
to delivery of defective supplies.

27.3 Department of Water vs. T-Systems South Africa (Pty) Ltd and Mr. Bokhutlo Senokwane - relates to
fraud committed by Mr. Bokhutlo Senokwane against the Department whilst under the employment of
DWS contractor (T-Systems (Pty) Ltd).

27.4 Department issued summons arising from fraudulent invoices in which the Dependant was paid money
for services it did not render.

27.5 The Department issued summons against EVN Consulting (Pty) Ltd for professional negligence
as a result of them failing to supervise the installation and backfilling of the Dwarsloop -
Acornhoed Pipeline.
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28 Irregular expenditure 2016 2015
R’000 R’000

28.1 Reconciliation
Opening balance 655 324 653 753
Add: Irregular expenditure - current year 54 566 4151
Less: Irregular expenditure - prior year (384 015) -
Less: Amounts condoned - (2 580)
325 875 655 324

Less: Amounts recoverable (not condoned) - -
Less: Amounts not recoverable (not condoned) - -

Irregular expenditure awaiting condonation 325 875 655 324

Analysis of expenditure awaiting condonation per age

classification
Current year 54 566 4151
Prior years 271 309 651173
Total 325 875 655 324
28.2 Amounts previously disclosed and classified as irregular expenditure which over stated the irregular

expenditure reported during the financial years that ended in 2011 and 2012. The external auditors
have revisited the disclosed population and revised their conclusion of some of the transactions
to no longer being irregular in nature. This revised conclusion indicates that variation orders with the
total value of R384 015 666 were in fact neither irregular expenditure nor non-compliance with the laws
and regulations.
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28.3 Details of Irregular Expenditure 2016 2015
R’000 R’000

Incident
Procurement of goods and services was deliberately split into parts or 0 955

items of smaller value merely to avoid complying with the requirements of
the SCM policy and legislation.

The final decision on the acceptance of quotations was not done by a 0 270
properly delegated official or committee.

Goods or services of a transaction value of more than R2 000 were procured 0 549
without inviting at least three written price quotations from prospective
suppliers and the deviation was not approved by delegated person.

Deviations from competitive bidding were approved on the basis of the 0 30
goods and services only being produced by, or available from, a sole

service supplier even though other suitable suppliers were available on

the market.

Correct SCM processes and procedures not adhered to. Payment may only 1 1392
be made in terms of a valid contract to a duly authorised payee. Incorrect
authorisation of transactions (delegations not complied with).

Expenditure exceeding original excess of the approved contract or quoted 97 9
amount or no contract in place

Lowest quotation not selected and no motivation provided 0 96
Contracts awarded without original tax clearance certificates or tax 0 476

clearance certificates expired

The method of procurement is inconsistent with those prescribed in 241 135
terms of PN 8 of 2007/2008. Goods or services of a transaction value of

R10 000 to R500 000 were procured without inviting at least three written

price quotations from prospective suppliers and the deviation was not

approved by delegated person.

Goods and service were rendered by the supplier and paid for without a 778 239
valid written signed contract.

Goods and services with a transaction value above R500 000 were not 792 -
procured by means of a competitive bidding process and the deviation was

not approved by the accounting officer or his delegate in accordance with

the SCM policy.

No current contract in place - RBAC submission was send through to 7 -
DBAC for approval - Critical Service pertaining to Water Testing.

Contract extended without proper delegation 18 686 -
Advanced payment was done whereas provision was not made for such 30 655 -
in the conditions of contract. Officials did not have delegations to approve

payments.

Suppliers to whom awards were made did not submit declarations to 532 -

declare that a close family member/ partner/ associate of the supplier or of
a director/ member/ principal shareholder/ stakeholder of the supplier is in
the service of the institution.

Contracts awarded to supplier who should have been disqualified 360 -
Awards to bidders who did not meet all the specification requirements 1988 -
Unfair elimination of bidder 429 -

54 566 4 151
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28.4 Details of Irregular Expenditure condoned

2016 2015
Incident R’000 R’000
Non-compliance with Treasury Regulation for the procurement in - 2580
excess of R500 000,00

- 2580
29 Fruitless and Wasteful Expenditure

2016 2015

R’000 R’000
Incident
Interest expenditure incurred on overdue accounts paid to 1217 581
Eskom, municipalities, etc.

1217 581

Possible fruitless and wasteful expenditure with regards to the procurement of inferior quality pipes was identified
during the reporting period. This possible fruitless and wasteful expenditure relates to a project which originated in
2007 for the installation of glass-reinforced thermosetting plastics (GRP) pipes from Nandoni Dam to Thohoyandou,
which was installed and subsequently removed. Corrective action has been taken by management since 2009
to recover this possible fruitless and wasteful expenditure. On 5 May 2010, the Minister of Water and Sanitation
sued the two companies for damages and expenses incurred in installing and removing the inferior quality pipes.
As at reporting date, the legal process is still underway. The possible fruitless and wasteful expenditure will thus
be quantified and disclosed once the legal process has been concluded.
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30 Adjustments from prior periods error

During the year the WTE has discovered various omissions that relate to prior years. These omissions represent
prior period accounting errors which in terms of GRAP standard must be accounted for retrospectively in the WTE
Annual financial statements for the year that ended 31 March 2016. As a results of these errors WTE has adjusted
all affected comparative amounts presented in the current period’s Annual Financial Statements as affected by
these prior year accounting errors.

The nature of the prior period errors mainly relate to the following items:

Employee benefit costs - for payments made in 2015/16 in relation to 2014/15 activities not accrued for.

Finance cost - due to the interest paid for finance leases.

Operating expenditure for payments made in 2015/16 in relation to 2014/15 activities not accrued for.

Revenue from exchange transactions- due to reversal of billing that happen after closure and new contract with
prior start date not yet billed. In addition there were existing contract that billed in 2015/16 in relation to 2014/15

and 2013/14, activities not accrued for.

Finance leases - attributed to lease assets take-on.

2015 2014
The impact of these errors is summarised below R’000 R’000
and the details are as follows:
Increase/(Decrease) in assets (216 684) 86 528
(Increase)/Decrease in liabilities (105 811) (104 231)
Increase/(Decrease) in net assets (322 495) (17 704)
Represented by:
(Increase)/Decrease in accumulated surplus:
(Increase)/Decrease in revenue (4 216) (712 855)
Increase/(Decrease) in expenses 326 711 730 559
Effect on surplus/deficit 322 495 17 704
Effect on opening reserves 17 704 -
340 199 17 704
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30.1 The following is the summary of corrections made in prior years to correct errors discovered
to ensure completeness and accuracy:

2015 2014

R’000 R’000

Accumulated surplus/deficit - 417 376
Other financial liabilities: current (332) -
Other financial liabilities: non-current 332 -
Payables from exchange transactions: current (105 811) (104 231)
Property, plant and equipment (220 900) (368 770)
Receivables from exchange transactions_current 4215 37 922
(322 495) (17 704)

Depreciation, amortisation and impairment (44 468) 6 060
Employee benefit costs 830 -
Finance cost 168 653 320 464
Operating expenditure 172 933 624 113
Revenue from exchange transactions (4 216) (117 862)
Revenue from non-exchange transactions - (594 993)
Profit/Loss on disposal of fixed assets 28 762 (220 078)
322 495 17 704

Effect on opening reserves 17 704 -
340 199 17 704
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