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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
ACIP Accelerated Community Infrastructure Programme
AGSA Auditor General of South Africa
AMD Acid Mine Drainage
AMP Asset Management Plan
AO Accounting Officer
APP Approved Professional Person
BBBEE Broad Based Black Economic Empowerment
BDS Bulk Distribution System
BEC Bid Evaluation Committee
BEE Black Economic Empowerment
BRVAS Berg River — Voélvlei Augmentation Scheme
BWS Bulk Water Supply
CAPEX Capital Expenditure
CE Chief Executive
CFO Chief Financial Officer
CHDM Chris Hani District Municipality
CMA Catchment Management Agency
CRC Community Representative Committee
DBAC Departmental Bid Adjudication Committee
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Description

DBC Departmental Bargaining Chamber

DDG Deputy Director-General

DEA Department of Environmental Affairs

DG Director-General

DIRCO Department of International Relations and Cooperation
DM District Municipality

DMR Department of Mineral Resources

DoRA Division of Revenue Act

DPME Department of Planning Monitoring and Evaluation
DPSA Department of Public Service and Administration
DWS Department of Water and Sanitation

EC Eastern Cape

ECL Environmental Critical Level

EIA Environmental Impact Assessment

ELU Existing Lawful Use

EME Exempted Micro Enterprise

ERC Executive Risk Committee

ETL Extract Transform Load

EU European Union

EWSETA Energy and Water Sector Education and Training Authority
eWULAAS Electronic Water Use Licence Application System
FBSan Free Basic Sanitation

FDI Foreign Direct Investment

FIDIC International Federation of Consulting Engineers
FOSAD Forum for South African Directors-General

FS Free State

FY Financial Year

GA General Authorisation

GCC Government Certificate of Competency

GCIS Government Communication and Information System
GIS Geographic Information System

GLeWAP Greater Letaba Water Augmentation Project

GP Gauteng

GRAP Generally Recognised Accounting Practice

GWS Government Water Scheme
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Abbreviation/Acronym

| Description

HEPP Hydro-Electric Power Plant

HOD Head of Department

HR Human Resources

IA Implementing Agent

IESBA International Ethics Standards Board for Accountants
IRS Implementation Readiness Study

ISA International Standards on Auditing

JSE Johannesburg Stock Exchange

KSD King Sabata Dalindyebo

KZN KwaZulu-Natal

I/c/d Litre per capita per day

LGSETA Local Government Sector Education and Training Authority
LM Local Municipality

LP Limpopo

m2 Metre squared

m3 Cubic metre

MCS Modified Cash Standard

MEC Member of Executive Council

MIIF Municipal Infrastructure Investment Framework
MI Megalitre

Mi/d Megalitre per day

mm Millimetres

MMS Middle Management Service

MP Mpumalanga

MPAT Management Performance Assessment Tool
MTEF Medium Term Expenditure Framework

MTSF Medium-Term Strategic Framework

MWIP Municipal Water Infrastructure Programme

N/A Not Applicable

NA National Assembly

NAMP National Asset Management Plan

NC Northern Cape

NCOP National Council of Provinces

NDP National Development Plan

NEDLAC National Economic Development and Labour Council
NRW Non-revenue water
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Description

NT National Treasury

NW North West

NWA National Water Act

NWRI National Water Resources Infrastructure
NWRS-2 Second National Water Resources Strategy
NWSMP National Water and Sanitation Master Plan
NWSRS National Water and Sanitation Resources Strategy
OCSLA Office of the Chief State Law Adviser

OFO Organising Framework for Occupation

OHS Occupational Health and Safety

OPEX Operational Expenditure

OPP Office of the Public Protector

ORWRDP Olifants River Water Resource Development Project
0OsD Occupation Specific Dispensation

PAA Public Audit Act

PFMA Public Finance Management Act

PKW Piano Key Weir

QSE Qualifying Small Enterprise

RBIG Regional Bulk Infrastructure Grant

RDP Reconstruction and Development Programme
RID Record of Implementation Decision

RW Rand Water

RWS Regional Water Scheme

SADC Southern African Development Community
SALGA South African Local Government Association
SCM Supply Chain Management

SCOPA Standing Committee on Public Accounts
SDG Sustainable Development Goal

SDIP Service Delivery Improvement Plan

SIP Strategic Infrastructure Project

SITA State Information Technology Agency

SIU Special Investigation Unit

SIvV System Input Volume

SLA Service Level Agreement

SMART Specific Measurable Achievable Realistic Time-bound
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Abbreviation/Acronym

| Description

SMME Small Medium and Micro Enterprises
SMS Senior Management Service

StatsSA Statistics South Africa

SWPN Strategic Water Partners Network

TCTA Trans Caledon Tunnel Authority

TR Treasury Regulations

TRA Temporary Relocation Areas

VIP Ventilated Improved Pit

WARMS Water Registration Management System
wB Water Board

wC Western Cape

WCDM Water Conservation Demand Management
WMI Water Management Institution

WMS Water Management System

WRC Water Research Commission

WS Water Scheme

WSA Water Service Authority

WSDP Water Sector Development Plan

WSIG Water Services Infrastructure Grant
WSS Water Supply Scheme

WTE Water Trading Entity

WTP Water Treatment Plant

WTW Water Treatment Work

WULA Water Use License Application
WULATS Water Use License Application Tracking System
WWTP Wastewater Treatment Plant

WWTW Wastewater Treatment Work
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FOREWORD BY THE MINISTER

Mr Gugile Nkwinti, MP
Minister of Water and
Sanitation

Over the years, South Africa has built many dams which have
served a number of purposes — supplying water for domestic and
industrial use, for irrigation purposes, to manage/control floods

and to meet energy needs (hydro-power).

Some of the critical benefits from water infrastructure development are:

* Regional development (the Lesotho Highlands Water Development Project as a
case in point), job creation and industrial development;

Income from export earnings, either through direct sale of cash crops or processed
products;

» Urbanisation and tourism development;

» Skills development and social empowerment; and

» Investment opportunities and entrepreneurship development.

Water infrastructure development funding should not always be based, or determined

on the basis of there being an off-taker for the water. The water infrastructure is itself, a
stimulant to economic development; but over time. The Gariep Dam is a case in point.

Let me conclude this foreword by making a brief reference to the most topical matter
currently in the country — the pollution of the Vaal River System. This is indeed a very
serious matter. Whatever else causes the pollution of the Vaal River System, three
causal factors stand out:

(&) Social conditions along and crisscrossing the system:

(i)  Human settlements with poor or no decent sanitation; and

(i)  Informal settlements with no sanitation services at all

(b) Wastewater treatment works:

(i)  Poor or no operation and maintenance by responsible public agencies; and

(i)  Deliberate destruction of water and sanitation infrastructure during workplace
conflicts or copper-cable theft.
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(c) Industries

(i) Ineffective enforcement of compliance by public agencies responsible for the task, including
withdrawal of water use licenses; and

(i)  Poor or lack of consequence management within industries themselves

What then is to be done?

To achieve immediate results all wastewater treatment works should be declared National Key Points, with
national government taking full responsibility for their construction, operation and maintenance. Water is a
fundamental pillar of national security.

Currently, collaboration by the three spheres of government and the Sebokeng community has resulted in
stability being brought back around the biggest polluter, the Sedibeng Regional Sewer Scheme (SRSS).
Resources have been galvanised to bring back to functionality all the pump stations and sewer dams that
had been rendered dysfunctional during community protests. We thank the Sebokeng community and
leadership for not damaging a thing during protests.

Nkwinti G E (MP)
Minister of Water and Sanitation
Date: 21 September 2018
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DEPUTY MINISTER STATEMENT

A new dawn is upon us as the Department of Water and Sanitation

celebrates the Centenary of Struggle Heroes, Nelson Rolihlahla
Mandela and Albertina Sisulu, who would have been 100 years old
this year. Itis incumbent upon us to intensify service delivery in the
spirit of these anti-apartheid activists in line with the President’s
call in his State of the Nation Address for a leaner, more efficient

and more productive State that serves the most vulnerable in our

economy.

Mrs P Tshwete, MP
Deputy Minister
Water and Sanitation

As we hope for a turn around with regards to the debilitating hydrological drought over
the last four years, i.e. since 2014, in a water scarce country like ours, all hands must be
on deck to save water and reduce demand; this must be “our new normal”. South Africa,
after all, is a country with one of the highest per capita domestic water consumption
levels in the world. The Department has been implementing a multi-pronged approach
towards the drought by intervening through short, medium and long term programmes.
Our disaster management efforts included refurbishment of existing boreholes, spring
protection and emergency water transfers, amongst others.

By developing a National Water and Sanitation Master Plan tabled in Cabinet, the
Department will soon be better able to articulate steps that need to be taken to ensure
that we avert water and sanitation crises and mitigate the impact of this natural drought.
The Master Plan galvanises the Water Family to work in-sync in response to current
demand projections, under the current budgetary constraints defined in the country’s
financial outlook for 2018. Doing more with less is now a motto of the department.

The Master Plan re-engineers the way water and sanitation services are provided. It
will guide investment planning for the development of water resources and sanitation
services until 2030 as per the prescripts of the National Development’'s Plan (NDP),
South Africa’s Vision 2030 as we know it. Coordinated planning by each stakeholder
in the water value chain presents many opportunities for the formation of strong and
sustainable partnerships that will realise a water secure future by 2030.

There is a need to strengthen weak water infrastructure which is the mandate of the
Department. Storage in the form of dams will support high rainfall so that there is water
during drier seasons. The anticipated budget reprioritisation will allow the Minister to re-
activate infrastructure projects such as the Clanwilliam Dam in the Western Cape and
the Giyani Water Treatment Programme in Limpopo where many are awaiting water
services in anticipation. The Department of Water and Sanitation led by Minister Gugile
Nkwinti will deliver!
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The creation of technical expertise to implement departmental plans requires greater and more focused
investment in the talent of underprivileged youth. In line with the Five Pillars of Transformation Agenda
introduced by Minister Nkwinti, artisanal skills training is being provided to 10 000 unemployed youth who
will be deployed to Water Services Authorities or to initiate their own enterprises upon graduation to combat
water leaks in communities. As reported in budget speeches, the programme of repairing the water pipes
to prevent the water leaks will now fall under the Infrastructure and Maintenance branch with a dedicated
budget.

The learners in the first phase of this training are scheduled to complete their training in September 2018.
We are grateful to those Water Services Authorities (Municipalities) who have absorbed or offered on-the-
job training to trainee Artisans.

The Department is now intensifying its programmes to enhance the participation and benefit of Black-Owned
and Women-Led entities in the procurement

In order to renew the confidence of our people, the Minister is undertaking a Transformation Agenda
underpinned by Five Pillars of Transformation. This Agenda strives to hear the needs of broader society and
operationalise projects crucial for the upliftment and empowerment of all segments of society.

With respect to sanitation services delivery, the Department made presentations to the Portfolio Committee
on progress made in the Bucket Eradication Programme in formal settlements, indicating progress,
challenges and corrective measures. We are ensuring focused attention on this programme and will table a
report on progress we have made to ensure that we meet the targets we have set for ourselves. This work
in progress must be fast-tracked as part of a longer-term infrastructure development for those vulnerable to

poverty.

I must thank the Minister of Water and Sanitation, Mr GE Nkwinti, for his intention to steer this ship onto
calmer seas. Further, we call upon all departmental officials and members of the Water Family to hold fast
in the resolve to support the Minister and | as we undertake the task of sustainably delivering sufficient and
safe drinking water, and dignified sanitation to million s of people in our society.

)

Mrs P Tshwete (MP)
Deputy Minister of Water and Sanitation
Date: 21 September 2018
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REPORT OF THE ACCOUNTING OFFICER

5.1 Overview of the operations of the department

The Department of Water and Sanitation is entrusted with a huge responsibility of the
lives and dignity of South Africans as encapsulated in the slogan “Water is Life and
Sanitation is Dignity”.

Water is a catalyst for economic development and as such the DWS has to remain
alive to the fact that delivering on this mandate of ensuring water security for both basic
human need and economic development is not an option but a must. It is along this
very understanding that throughout the year the Department continued on delivering
sanitation and integrated water services and resource management through its line
function programs and support services as follows:

Administration

Acting Director-General

The graduate training programme is essential to the recruitment, training and
development of the young professionals to address the twin challenges of skills
shortage and succession planning in the Department. Since its inception 2007 the
Learning Academy has awarded 842 bursaries in the science and engineering fields,
in 22 South African universities. Of the 842, 410 were in engineering, field of study,
350 in sciences and 43 studied surveys. The Learning Academy’s approach in dealing
with skills development starts at university level through the bursary programme, and
then the provision of experiential learning to graduates after completing their university
studies. The experiential learning also provided an opportunity to the graduates to fulfil
the mandatory requirements registration with professional bodies. For the year under
review, the Department has a complement of 267 graduates performing remunerated
candidacy work.

The Department’s focus was also on the training of senior managers with the aim
of improving the competencies and skills gap identified through the competency
assessments undertaken in 2016/17. To this end, 107 senior managers attended
training courses in management, finance, employee relations and leadership.

During the period under review, the Department continued with the implementation of
the Annual International Relations Implementation plans. Through this plan, four (4)
young people benefitted from the RSA/Japan relationship where they were trained in
Japan and received Masters Degrees, 3 in Engineering and 1 in International Relations.
In addition, RSA received support to the value of R55 million from the Japan International
Cooperation Agency (JICA). This support is for the construction of a training centre
and will enhance capacity building of the water sector (including municipalities) in
water management. From its relationship with Belgium, RSA received support to the
value of R2 million with a view to support a pilot project on Sanitation technologies in
Saldanha Bay Municipality. Furthermore, two Memorandum of Understandings (MoUs)
were signed with Spain and Hungary on cooperation in the field of water resources
management.
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South Africa and Botswana have bilateral cooperation that seeks to jointly monitor and manage the water
quality and aquatic weeds in the upper Limpopo River. It also seeks to continue engagements and cooperation
on the shared groundwater resources of the Limpopo River Basin through the Phase 2 of the Ramotswa
Aquifer Project. South Africa and Namibia have cooperated in finalising the Noordoewer/ Vioolsdrift Dam
Feasibility Study that will regulate and increase the yield of the Orange River System in the long-term.

Water Planning and Information Management

Monitoring, recording, assessing and availing information about water resources are critical in ensuring
that the main purpose of the National Water Act is achieved. Following the development of National
Water Resources Monitoring strategy during the previous financial year, for the period under review the
Department developed a resourced integrated national monitoring plan. This plan provides the costing for
implementation and maintenance of the water resources monitoring network (e.g. surface water quantity
and quality monitoring, groundwater monitoring). In addition, the department assessed and monitored
water quantity in eight (8) key large water supply systems namely, the Vaal, Umgeni, Crocodile West River,
Olifants River, Algoa, Amathole, Bloemfontein and the Western Cape supply system. From these systems,
the savings of 12.6% were achieved surpassing the target of 11.8%.

Government is faced with the challenge of protecting water resources on the one hand and the need to utilise
water for social and economic development on the other hand. The protection of water resources is essential
to ensure water availability for current and future human use. The National Water Act thus specifies a series
of measures which are intended to do such. The water resource classes and resource quality objectives are
examples of these measures. For the period under review the water resource classes and resource quality
objectives for the Mvoti-Mzimkhulu river systems were determined. This brings the total of protected water
resources to eight (8) with the gazetting of the Upper Vaal, Lower Vaal, Middle Vaal, Olifants, Olifants-Doorn,
Inkomati and Letaba at the beginning of the 2017/18 financial year.

The department has extensively assessed the risks and vulnerability of water resources to the current and
future impacts of climate change. While climate change is considered as a global phenomenon, the nature
and impacts are specific to each location. In view of this, for the period under review, climate change risk
and vulnerability assessments for the Northern Interior (Limpopo Water Management Area) and the Orange
hydro-climatic zones were completed. These assessments provide additional non-climatic factors such as
existing land use practices, water quality and population demands that can be seen as additional stresses to
the already stressed water resources.

For the period under review, the Department completed bulk water supply and sanitation services
infrastructure project plans. The record of implementation decision were finalised for four (4) water
augmentation projects namely Foxwood Dam, uMkhomazi water project, Phase 2A of Mokolo Crocodile
(West) Water Augmentation Project (MCWAP 2A) and Berg River- Voélvlei Augmentation scheme (BRVAS).
The Foxwood Dam that will inter alia regulate the variable runoff in the Koonap River to make water available
for irrigation development by emerging farmers; the uMkhomazi water project will supply water to about 5
million people and transfer more than 200 million m3 of water per annum to the Mgeni System. The MCWAP-
2A contributes to Government’s SIP 1 and seeks to augment the water supply to the Lephalale area for
power generation and associated coal mining, Lephalale Municipality and to unlock economic development.
The BRVAS project will consist of a pumped abstraction of winter water from Berg River to increase the yield
of Voélvlei Dam by 23 million cubic metres per annum.

In order to ensure a more co-ordinated approach to water and sanitation management, planning,
implementation, monitoring and evaluation a National Water and Sanitation Master Plan (NWSMP) has
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been developed. The Master Plan points out the priority actions required until 2030 and beyond to ensure
the water security and equitable access to water and sanitation services for all in RSA. It was developed in
partnership with all relevant organs of state and water sector stakeholders, to give effect to local, national,
regional, continental and international water and sanitation delivery targets and commitments.

An integrated planning approach between the development of water services and water resources
is essential. In addition, to also support the realisation of 90% reliable services by 2019 as required by
government’s outcomes approach, the department developed 5 year reliability master plans for seventeen
(17) municipalities within three (3) priority district municipalities. These master plans provide a framework for
the reliable implementation of water and sanitation services at local level and pipeline projects. In addition,
the department completed thirteen (13) feasibility studies and thirteen (13) implementation readiness studies
for water and wastewater services projects. These studies outline the required infrastructure to connect the
water resource on a macro or sub-regional scale with internal bulk and reticulation systems or any bulk
supply infrastructure that may have significant impact on water resources in terms of quantity and quality.

A water services development plan is a primary planning instrument that assists water services authorities
to carry out their functions in the most effective manner. During the period under review, the department
audited 48 water service authorities for delivery against their water services development plans. In addition,
the department conducted a socio-economic impact assessment of water and sanitation infrastructure
programmes implemented within the 98 water service authorities.

Water Infrastructure Development

During the period under review, the Department continued with the provision of water storage and regional
bulk infrastructure that assist municipalities with the connection to the resources.

A number of strategic water resource infrastructure projects inclusive of Hazelmere Dam were implemented.
Although this dam is incomplete it has started impounding water leading to an improved water supply
to the eThekwini Metropolitan municipality and surrounding areas. With regards to other water resource
infrastructure projects, the designs and tender documentation of Nwamitwa dam as well as the preliminary
designs for Umzimvubu dam were completed as planned.

A number of water services infrastructure projects were implemented during the period under review. Under
the Regional Bulk Water Infrastructure programme (RBIP), 11 project phases that were under construction,
were completed. A further 47 projects were completed under the Water Services Infrastructure Grant
(WSIG).

The operations of the programme were severely hampered during the period under review owing to
insufficient budget allocation and / or budget reprioritisation. Therefore the Strategic Infrastructure
Development and Management, Regional Bulk Infrastructure Grant (RBIG), Accelerated Community
Infrastructure (ACIP), Operations of Water Resources and WSIG sub-programmes could not meet most of
their planned deliverables.

The mid-term of the period under review saw the reprioritisation of the budget for RBIG, WSIG and ACIP to
inter alia the bucket eradication programme. This reprioritisation resulted in the adjustment of the 2017/18
annual performance plan. In some instances the reduction for certain deliverables in excess of 50%. The
details of these adjustments are included in section 4.3.2.4 on changes to planned targets under Part B of
the report.

The Department had planned to eradicate the existing bucket sanitation backlog in formal settlements.

However, 8 313 buckets were eradicated as in the Northern Cape and Free State areas, the lack of bulk
infrastructure to connect the sanitation systems hampered the attainment of the deliverables. The delays
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in the transfer of grants to respective municipalities hampered the ability to eradicate sanitation in rural
households. Therefore, 5 126 of the planned 10 032 rural households were served.

Through the dam safety rehabilitation programme 90% of works on the Roodekopies Dam was completed.
Due to limited funding and inclement weather conditions, the Department rehabilitated 5.5km against the
planned 15km of conveyance systems.

Also, the CAPEX budget had to be earmarked to cover for the OPEX shortfall and this impacted on
the availability of funding for certain maintenance projects. The operations and maintenance unit of the
Department operated in an environment of severe drought particularly in the Western Cape. This resulted in
the implementation of five (5) emergency projects in the Western Cape Water Supply System to ensure that
water supply is sustained. To restore the reserve capacity in the Sterkfontein dam inter catchment transfers
through the pumping operations from the Vaal system were conducted.

Despite the challenges of the programme, 1 604 job opportunities were created through the implementation
of the various infrastructure programmes.

Water Sector Regulation

For the period under review, the Department used various regulatory instruments to safeguard the interests
of all water users, whilst also ensuring that the quality of water resources is protected. To support this, the
Department formulated a draft concept note for the development of Water Sector Regulatory Framework
and Integrated Regulation Information System. The objective of this exercise is to develop a regulatory
framework that will oversee the work of the water sector. In addition, it will allow for the alignment and
integration of the regulatory information management systems.

The Department implemented various mechanisms to curb and / or mitigate the contamination of the water
resources resulting from various water uses. One such mechanism was the development of a mine water
management strategy for the Crocodile (West)-Marico River System catchment area. The coal, metal and
mineral mining operations in the Limpopo water management area (WMA) were assessed. In addition, as
follow-up from an assessment conducted during 2016/17 on the identified acid mine drainage / mine water
challenges; a mitigation strategy for the Inkomati-Usuthu WMA was developed.

As stipulated in the National Water Act, a user must apply for a water use licence for any new water use
that is not listed in schedule 1 or not covered by a general authorisation. The regulations published during
the previous financial year required the Department to finalise applications for water use within 300 days.
For the period under review, the Department’s efficiency in processing applications has improved such that
some water use licence applications could be finalised in less than 300 days. During the period under review,
validation and verification of existing lawful water use was conducted in two (2) water management areas
namely Mzimvubu-Tsitsikamma and Pongola-Mzimkhulu.

A total of 712 water users were monitored for compliance with the legislative requirements. Additional
monitoring occurred through the Western Cape enforcement blitz which was triggered by the many
complaints of suspected unlawful water use from the Water User Associations (WUAs) as well as individuals.
The Department partnered with the Breede-Gouritz CMA in conducting Oudtshoon enforcement blitz. The
Department further conducted a blitz intervention that covered the Western Cape Water Supply System (i.e.
Upper and Lower Berg River / Irrigation Boards) on limiting the use of water for irrigation, urban (domestic)
and industry in the Breede-Gouritz and Berg-Olifants Water.

The Department had previously focussed on developing the capacity for economic regulation internally.

During the period under review, the Department continued with the process to develop an independent
regulator which warranted the development of a business case. The Executive Authority approved the
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business case for the establishment of an independent Economic Regulator as well as its proposed
consultation schedule.

The National Water Act, 1998 (Act No. 36 of 1998) and the National Water Policy for South Africa provide
for the establishment of CMAs to facilitate the delegation of water resources management to a water
management area level in support of the principles of integrated water resource management. As the
Department’s extensions, the CMAs have to ensure that water resources in water management areas are
protected, used, developed, conserved, managed and controlled in a sustainable and equitable manner for
the benefit of all citizens. During the period under review, a decision was taken to establish a single CMA. A
Government Gazette on the establishment of the single CMA was published for public comments. However,
the establishment of a single CMA has been reviewed and negotiations with labour unions are underway.

5.2  Overview of the financial results of the department

5.2.1 Departmental receipts

2016/2017 2017/2018
Actual (Over)/ Actual (Over)/

Departmental receipts Amount Under Amount Under
Estimate | Collected | Collection | Estimate | Collected | Collection

Sale of goods and services other - 3164 - 2021 1877 144
than capital assets

Interest, dividends and rent on land - 1384 - 2575 2992 (417)
Sale of capital assets - - 96 197 101
Financial transactions in assets and - 16 416 - 2694 7 810 (5 116)
liabilities

Total - 20 964 - 7 386 12 876 (5 490)

5.2.2 Programme Expenditure

2016/2017 2017/2018

Final Actual (Over)/ Final Actual (Over)/

Programme Name Appro- Expen- Under Appro- Expen= Under

priation diture | Expenditure priation diture | Expenditure

Administration 1547 743 | 1504930 42813 | 1649851| 1998676 (348 825)

Water Planning and 749 656 695 603 54 053 738 252 653 262 84 990
Information Management

Water Infrastructure 12908 806 | 13 153 220 (244 414) | 12844 465 | 12 146 247 698 218

Development
Water Sector Regulation 318 392 281 685 36 707 374 881 308 053 66 828
Total 15524 597 | 15635 438 (110 841) | 15607 449 | 15 106 238 501 211
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5.2.3 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.

5.2.3.1

Virements approved by the Accounting Officer

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

From To
Programmes Reasons for virement Programmes Re_asons el
virement
Water Planning Savings were realised (64 196)
and Information mainly on goods
Management and services due to
delays in appointing
contractors for
planned activities/
projects were used to
defray over spending
in Programme 3:
Water Infrastructure
Development
Water Infrastructure Water To defray over 84 102
Development Infrastructure spending on
Development Water Services
Infrastructure
Grant (Bucket
Eradication
Programme) and
Regional Bulk
Infrastructure
Grant
Water Sector Savings were realised (19 906)
Regulation mainly on goods
and services due to
delays in appointing
contractors for
planned activities/
projects were used to
defray over spending
in Programme 3:
Water Infrastructure
Development
Total (84 102) 84 102
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5.2.3.2 Requests for rollover

There were no rollover requests from the period under review.

5.3  New or proposed activities

The War on Leaks programme was previously implemented through the Water Trading Entity. During the
period under review, this programme was transferred to the Main Account to ensure that the Water Trading
funds projects falling within its core mandate. As the programme was not budgeted for, the Department
reprioritised funds from certain programmes.

5.4  Supply chain management

The Department did not conclude any unsolicited bids in 2017/18. However, the Department continued to
experience challenges as some implementing agents did not comply with applicable supply chain prescripts
when implementing projects on behalf of the Department. In some instances, implementing agents could
not keep proper records of their procurement transactions. This affected the Department’s ability to prevent
irregular expenditure resulting in its continued increase.

The Department has therefore issued a circular to implementing agents to strengthen its supply chain
management (SCM) processes particularly on procurement and contract management where they are
appointed to manage projects of the Department. The Department will further provide workshops and
engagement sessions with relevant SCM stakeholders to improve working relations and uniform application
of policies and legislation.

5.5 Gifts and Donations received in kind from non-related parties

Gifts and donations in kind to the value of R83 000 were received from different organisations during the
financial year. These have been listed in Annexure 1H of the Annual Financial Statements.

5.6 Exemptions and deviations received from the National Treasury

No exemptions and deviations were received from the National Treasury during the financial year.

5.7 Events after the reporting date

The theme of this year's Water Week was “Access to safe water by 2030 — possible through nature” and the
department had events and programs around the theme.

In addition the Department hosted the SADC conference on Water and Energy Nexus in collaboration with
the Department of Energy.
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5.8  Other: Water Trading

5.8.1 Background

The Water Trading was established in 1983 under the Exchequer Act as a trading account operating as an
integral part of the Department. The status of government trading accounts was eventually changed through
the Public Finance Management Act of 1999, converting trading accounts into trading entities.

The conversion of the Water Trading was however delayed until 2006; presenting its initial 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 Recognised Accounting Practices (GRAP).

The entity reports directly to the Accounting Officer of the Department of Water and Sanitation. It is divided
into two parts, namely the Water Resource Management unit and the Infrastructure Branch. The functions
of these components are summarised below:

5.8.1.1 Water Resource Management (Proto-CMAS)

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.

5.8.1.2 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, namely
Integrated Systems and Bulk Water Schemes.

Integrated Systems: These are those schemes that cut across a number of provinces. This infrastructure
was primarily developed to transport 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 Schemes: These are operated as standalone water schemes primarily comprising of the former
homeland government schemes. The 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. The fiscus also augments the funding stream where revenue is insufficient to cover for
the general operations of the branch as well as development of new infrastructure.
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5.8.2 Analysis of operating performance

5.8.2.1 Operating deficit

The operating deficit was reduced from R3.765 billion in the financial year 2016/17 to R572 million during
the 2017/18 financial year. The statement of financial performance (illustrated below as figure 1) reflects an
operating deficit of R572 million for the period ended 31 March 2018.

When compared with the prior financial year, the expenditure reflects a reduction R2.21 billion. This can be
attributed to the accrual adjustment related to payment of financing of new infrastructure implemented by
the TCTA.

20,000,000
15,428,772
15,000,000
12,647,195
11,663,972
10,000,000
5,000,000
(572,663)
(3,764,800)
(5,000,000)
Surplus for the year (R'000) Total expenditure (R'000) Total income (R'000)
=2017 (3,764,800) 15,428,772 11,663,972
=2018 (572,663) 13,219,858 12,647,195

Figure 1: Operating deficit for 2017/18
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5.8.2.2  Operating income (revenue) analysis

The augmentation allocation for the 2017/18 financial year amounted to R1.65 billion and other revenue
(inclusive of interest charged on overdue debtors’ accounts) amounted to R844 million .

The revenue from sale of water reflects an increase of eight percent (8%) when compared to the prior year
(illustrated below as figure 2). This can be attributed to an increase on the annual water tariff and also to the
efforts by the entity in ensuring efficiency in its billing.

The construction revenue on the other hand reflects a decline of 45% during the 2017/18 financial year as
less work was certified as completed. The construction sites experienced numerous delays on the external
projects which affected the certification of their work.

12,000,000
9,927,280
10,000,000
9,036,752
8,000,000
6,000,000
4,000,000
1651650 B
2,000,000 8 844,482
223,783 409401 718,291
. —m
. Funds from
Sale of water (R'000) Constrl(l;t'lggnr)evanue Department: Water & Other revenue (R'000)
Sanitation (R'000)
=2018 9,927,280 223,783 1,651,650 844 482
2017 9,036,752 409,401 1,499,528 718,291

Figure 2: Revenue analysis
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5.8.2.3  Overview of total operating expenditure

The total expenditure during the 2017/18 as illustrated in figure 3 below decreased by 26%. The reduction
from R16.659 hillion in 2016/17 to R13.219 billion during 2017/18 is attributed to the adjustment of accruals
related to payment of financing for new infrastructure implemented by the TCTA and also efforts to reduce
the overdraft. The operating expenditure for the 2017/18 financial year amounted to R4.027 billion. The
annual salary adjustment and non-capitalisation of some of the construction unit’s salaries resulted in the
22% increase for employee costs. The depreciation, amortisation and impairment increased from R1.83
billion in 2016/17 to R1.92 billion during the 2017/18 financial year.

Projects expenditure (R'000)  Loss on disposal of
1,324,975 fixed assets (R'000)
Employee benefit a%
costs (R'000)
1,191,130
8%

Impairment on financial
assets (R'000)
1,355,097

10%

Figure 3: Total expenditure
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5.8.3 Liquidity

The current ratio of the Water Trading as tabulated below has increased from 0.70:1 in 2016/17 to 0.80:1 during the
2017/18 financial year. However the Water Trading still has insufficient liquid assets to meet its short-term financial
obligations. The cash is tied up in outstanding debts owed mostly by the municipalities and water boards.

2017/18 | 2016/17
Current ratio 0.80:1 0.70:1

5.8.4 Cash from operating activities

The Water Trading had a positive cash flow from operating activities amounting to R4.91 billion. This can be attributed to
the increased augmentation allocation and revenue collection. At the end of the 2017/18 financial year, the cash and cash
equivalent reflected an adverse balance of R1.41 billion. The Water Trading has since put measures in place to follow-
up on the recoverable debts and implements cash flow management strategies while still complying with the PFMA’s 30
days payment requirement.

5.8.5 Debtors’ collection days

The debtors’ days’ analysis as tabulated below reflects less improvement when compared to the prior year. The increase
on debtors’ days from 205 days in 2016/17 to 232 days during 2017/18 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. The
debtor’s collection days clearly indicates that the entity has cash tied on the outstanding accounts.

2017/18 2016/17

Debtors’ days in sales (days) | 232 | 205

5.9 Acknowledgement/s or Appreciation

There are a number of achievements the Department can pat its shoulder on and take forward in its endeavour to deliver
on this sobering mandate of water for basic human need, ecological need and economic development along with dignified
sanitation.

It is on the strength of these achievements that the personnel of the Department will build on in soldiering ahead with
service delivery to South Africans and neighbouring countries through the trans-boundary cooperation and agreements.

Sincere gratitute to all organisations and individuals that participated in the development of the National Water and
Sanitation Master Plan. This is one plan, that really seeks to co-ordinate and streamline the sector, the implementation
thereof will enhance the integrated planning approach between the development of bulk water and sanitation infrastructure
and services.
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5.10 Conclusion

The year ended on a difficult note of budgetary constraints and various challenges, however, the personnel
of the Department remain committed to the course of striving for accessibility of water and sanitation by all
and a high percentage of reliability of services through supporting Local Government as mandated by the
constitution of our country without losing focus of the primary functions of the Department.

The year ended on a difficult note of budgetary constraints and various challenges, however, the personnel
of the Department remain committed to the course of striving for accessibility of water and sanitation by all
and a high percentage of reliability of services through supporting Local Government as mandated by the
constitution of our country without losing focus of the primary functions of the Department.

As a Department we remain humbled by being entrusted with the lives & dignity of South Africans.
We endeavour to deliver and not disappoint.

5.11 Approval and sign-off

The programme performance information set out in pages 42 to 93 and Annual Financial Statements for the
Main Account and Water Trading Entity set out in pages 199 to 307 and 351 to 409 respectively have been
approved by the Accounting Officer.

Ms Deborah Mochotlhi

Accounting Officer

Department of Water and Sanitation
Date: 21 September 2018
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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 throughout the annual report are consistent.
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
National Treasury.

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

The Accounting Officer is responsible for the preparation of the annual financial statements and for the
judgements made in this information.

The Accounting Officer is responsible for establishing, and implementing a system of internal control that
has been designed to provide reasonable assurance as to the integrity and reliability of the performance
information, the 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 the financial affairs of the department for the financial year ended 31 March 2018.

Yours faithfully

Ms Deborah Mochotlhi

Accounting Officer

Department of Water and Sanitation
Date: 21 September 2018

v Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART A | GENERAL INFORMATION

STRATEGIC OVERVIEW

7.1  Vision

Equitable and sustainable water and sanitation that support socio-economic growth and development of the
well-being of current and future generations.

7.2 Mission

To ensure the universal access of all South Africans to equitable water resources and sustainable water and
sanitation services, by:

» Protecting, developing, conserving, managing and regulating water resources;
» Managing, regulating and providing efficient and effective water and sanitation services;

» Providing strategic leadership and evidence based policy direction to a coordinated water and sanitation
sector for improved sector performance and service delivery;

+ Building the skills and capabilities of the sector and enhancing information management to inform decision
making; and

» Enhancing communication and stakeholder partnerships with communities and sector constituencies to
advance the national development agenda.

7.3 Values

* Promoting and maintaining high standards of professional ethics;
» Utilising resources efficiently and effectively;

» Providing services impartially, fairly, equitably and without bias;

* Responding to people’s needs;

» Citizens are encouraged to participate in policy-making;

» Rendering an accountable, transparent, and development -oriented public administration.

Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation “



PART A | GENERAL INFORMATION

n LEGISLATIVE AND OTHER MANDATES

8.1 The Constitutional of the Republic of South Africa: The Constitution 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.
It indicates the rights of individuals to have access to basic water and sanitation and sets out the
institutional framework for the provision of these services.

The Constitution gives municipalities the executive authority and the right to administer the provision
of water services within their areas of jurisdiction. It also gives national and provincial government
authority to regulate local government in terms of water and sanitation services. It further gives
them the obligation to support and strengthen the capacity of local government to provide services.
It further implies the need for an intergovernmental and participatory approach to managing water
resources and water and sanitation services. This includes the clarification of the roles and functions,
powers and authority of the different spheres of government and the institutions in delivering on this
constitutional mandate.

8.2 The National Water Act, 1998 (Act No 36 of 1998) as amended: The National Water Act 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 t 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. It also identifies the need to establish suitable institutions in order to achieve its purpose.
In addition, it provides for the development of a regularly reviewed NWRS and the requirement of
each Catchment Management Agency (CMA) to develop a catchment management strategy for the
water resources within its jurisdiction.

8.3 The Water Services Act, 1997 (Act No 108 of 1997): The Water Services Act 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.

The Act compels the Minister to maintain a National Water Services Information System and to
monitor the performance of all water services institutions, as well as providing for the monitoring of
water services and intervention by the Minister or the relevant Province when necessitated.

With reference to a “right to basic sanitation”, this is the primary legislation relating to sanitation in
South Africa. It further defines basic sanitation as: ‘The prescribed minimum standard of services
necessary for the safe, hygienic and adequate collection, removal, disposal or purification of human
excreta, domestic waste water and sewerage from households, including informal households’.
Further regulations, norms and standards pertaining to sanitation can be found in the Housing Act
(No.107 of 1997).

It acknowledges that although municipalities have authority to administer water supply services and
sanitation services, all government spheres are required to works towards this object, within the
limits of physical and financial feasibility.

8.4 The Water Research Act, 1971 (Act No 34 of 1971): The Water Research Act establishes the
Water Research Commission and the Water Research Fund, and thus promotes water related
research and the use of water for agricultural purposes, industrial purposes or urban purposes.
The Minister appoints members of the Water Research Commission (the Commission), and thus
exercises executive oversight over the Commission.
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n ORGANISATIONAL STRUCTURE

Minister:
Water and Sanitation

Deputy Minister:
Water and Sanitation

Director-General
Water and Sanitation

Deputy Director-General:
Corporate Services

Chief Financial Officer

Deputy Director-General: Deputy Director-General:

Water Planning and Information Water Infrastructure Management
Management

Deputy Director-General: Deputy Director-General:
Water Sector Regulation International Water Cooperation
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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

Name of entity

]

1 | Trans Caledon
Tunnel Authority
(TCTA)

Legislative mandate

The TCTA was originally
established as a Special
Purpose Vehicle to fulfil South
Africa’s Treaty obligations in
respect of the Lesotho High-
lands Water Project. It has
undertaken further work,
which varies considerably in
nature, on directive from the
Minister.

Financial
relationship
TCTAis listed as
schedule 2 in terms
of the PFMA

Nature of operations

To implement and fund govern-
ment water schemes off budget
entitled by the National Water
Act to raise loans to finance

the development of new water
resource infrastructure

2 | Water Research
commission
(WRC)

To facilitate research in the
water sector in terms of the
Water Research Act of 1971

Catchment Management Agencies

3 Inkomati-Usuthu
(IUCMA)

4 Breede-Gouritz
(BGCMA)

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

Catchment Management
Agencies (CMAs) are
established in terms of
Chapter 7 of the National
Water Act

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

WRC is listed as
schedule 3A in term
of the PFMA

The CMAs are
listed as schedule
3A entities in the
PFMA.

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

To facilitate water research and
development on behalf of the
nation

Management water

resources at catchment level
in collaboration with local
stakeholders (with a specific
focus on involving local
communities in the decision
making) regarding the basic
human needs, promoting
equitable access to water and
facilitating social and economic
development.

All water boards provide
bulk water services to the
municipalities, industries and
the mines
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1 AUDITOR-GENERAL'S REPORT: PREDETERMINED
OBJECTIVES

The 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; section 19 to 31, set out on pages 191 to 193 in
Part E: Financial Information of this annual report.

2 OVERVIEW OF DEPARTMENTAL PERFORMANCE

2.1  Service Delivery Environment

During the period under review, South Africa was still recovering from the effects of one of the worst El Nifio
events, which resulted in severe drought conditions in most parts of the country. While the country was in
a La Nifia phase which is normally associated with wetter conditions, the Department continued to manage
water supplies in some of parts of the country under constrained conditions.

Despite the late summer rains received in March/April 2017 and in 2018, the country’s dams were still under
stress and had to be managed with caution. The systems in five (5) provinces operated under drought
conditions namely, Free State, with the drought declared in KwaZulu-Natal, Eastern Cape, Northern Cape,
and the Western Cape. The Western Cape in particular is experiencing the worst drought with an estimated
1in 400 year return period.

As of 14 May 2018, the national average of the 215 dams in the summer rainfall region was higher in
comparison to the same period in the previous financial year. However, the dam levels of some parts of the
North West as well as the Algoa system in the Eastern Cape and are very low. Some light rains in the winter
rainfall regions of the Western Cape showed a slight increase in dam levels. With this mind, it is anticipated
that the main winter rainfall season would make a difference.

Operations of water resource systems

The department developed guidelines for water supply systems during normal, drought and flooding
conditions. Also, formal operating rules using scientific methods have been developed for a number of water
supply systems in the country such as the Integrated Vaal River, the Orange River, the Algoa, the Amathole,
the Western Cape, the Greater Bloemfontein, the Umgeni, the Umhlathuze and the Polokwane systems.

The monitoring of the water supply systems during the period under review can be summarised as follows:

« Algoasystem: the five (5) dams serving the Nelson Mandela Bay reflected a decrease of 0.4% to 25.6%.
This is a 25.7% decrease compared to the same period last year where the system was at 51.3%. The
situation remains critical for this system, particularly the Kouga/ Loerie subsystem supplying water to
Gamtoos valley and small towns like Hankey and Patensie. Restrictions of 25% for urban and 60% for
irrigation are in place.

Amathole system: the six (6) dams serving the Buffalo City reflected a decrease of 0.8% to 77.2%.

Although this is a 4.9% decrease compared to the same period last year (which was at 72.3%), there are
no restrictions in place as the system is still able to supply its allocated water use.
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* Greater Bloemfontein system: the four (4) dams serving mainly Mangaung recorded an increase of
0.9% in storage to 33.6%. This is a decrease of 5% compared to 38.6% at the same period last year.
There is still inflow in Caledon River and pumping from Tienfontein pump station is still continuing. There
are restrictions of 20% for urban and 35% for irrigation in place.

* Western Cape system: the six (6) dams serving mainly the City of Cape Town and the irrigation
sector decreased by 0.8% to 24.4%. This is an 11.3% reduction compared to the same period last year
(which was at 35.7%). There are restrictions of 45% for the urban sector and 60% for agriculture with
the municipality introducing level 6B restrictions to meet the target of 450 Megalitres per day. Water
restrictions apply to both surface water and groundwater resources.

* Crocodile West system: the six (6) dams serving mainly Tshwane, Madibeng and Rustenburg had a
decrease of 1.4% to 83.7%. The system was at 95.5% at the same time last year.

* Integrated Vaal River system: the fourteen (14) dams serving mainly Gauteng, Sasol and Eskom
increased by 1.2% to 74.0% compared to 67.6% the same time last year. There are no restrictions
currently.

* Polokwane system: the dams in this system decreased by 2.6% to 52.9% which is the drop by 1.3%
compared to the previous year. There are restrictions of 20% for all users in place

* Umgeni system: the five (5) dams mainly serving eThekwini and Msunduzi reflected a decrease of 1%
to 62.5% compared to last week. This is a 13.2% increase compared to the same period last year (which
was at 49.3%). There are restrictions of 15% for domestic and industry users as well as 50% for irrigation
in place

* Umhlathuze system: comprises of Goedertrouw Dam and several lakes within the KZN coastline,
supplies water to irrigation and domestic and industrial use within King Cetshwayo Municipality.
Goedertrouw Dam storage decreased slightly to 35.1%, the Dam was at 27.4% at the same time last
year. Water restrictions of 20% for domestic, 10% for industrial and 70% for irrigation use remain in place

The water restrictions for the systems in the summer and winter rainfall regions will be reviewed during May
2018 and November 2018 respectively.

Ground water level trends

The monitoring of boreholes during the 2015 to 2016 period reflects decline in ground water levels. However,
there was a slight recovery during 2016 to 2017 period. The levels for ground water resources continued to
significantly deteriorate in the Western Cape, Eastern Cape, the western and southern parts of the Northern
Cape and the central part of Limpopo year on year from December 2016 to December 2017. The ground
water levels observed in the last year in KwaZulu-Natal, Gauteng, Mpumalanga, the north eastern part of
the Northern Cape and the North West provinces depicted a very good increase. In Free State province, a
small decline in water levels occurred but they were stable with 30% of <0.2m and 87% of <2m movement.

The ground water levels over the last two (2) years (i.e. December 2015 to 2017) still show a high declining
trend (i.e. >70%) in the Western Cape, Limpopo and Eastern Cape provinces. A good but stable recovery
(i.e. only 30% to 40% declined) was observed especially over the past year in KwaZulu-Natal, Gauteng,
Mpumalanga, parts of north of the Orange River in the Northern Cape. This improvement has insufficient for
the ground water levels to rise to those observed in 2015.

Reconciling water use and meeting the demand for water resources

The registration regulation 1362 published in terms of section 26(1)(c) of the National Water Act 1998
provides for the registration of section 21 water uses identified therein. This enables the Department to gather
information necessary to manage the country’s water resources (i.e. ascertain who uses water, where and
how much). For the period under review, the water management areas that had the highest water uses as
at September 2016 are the Vaal, Pongola, Limpopo, Umzimkhulu, Inkomati-Usuthu and Orange. However,
the structure of the National Water Use Information still has some inefficiency that requires improvement in
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order to respond to the economic demands. For example, there are some bottlenecks that could negatively
impact water resource management and could lead to among others billing malfunctions.

Work is underway to streamline the business processes of the Water Use Licensing Authority; Resource
Protection & Waste; Water Trading; Institutional Oversight and Establishment; Water Allocation and
Compliance Monitoring and Enforcement to ensure production of accurate water use information and billing
of water use. In addition, the process to align the WMS/ WARMS/ eWULAAS systems is also underway to
allow for quality water resource management.

In an effort of reconciling the water requirements with water availability, the department monitored
the implementation of water conservation and water demand management (WCWDM) in the country.
The WCWDM interventions and targets are set during the development of the associated reconciliation
strategies. The results from the estimated 2015/16 water balance for all municipalities indicated water losses
of 1 414.49 million m® per annum and non-revenue water (NRW) at 1 632.93 million m? per annum.

The national summary reflects that the system input volume has been consistently increasing since 2006
with improving water losses and NRW since 2009 and 2011 respectively. The estimated 2015/16 water
balance for all municipalities indicates water losses of 1 462.01 million m® per annum and non-revenue water
of 1 659.59 million m® per annum. The reduction of water losses is mainly attributed to the shift of water
losses to unbilled consumption in the water balance. The per capita consumption has remained constant
over the past nine (9) years but WCWDM efforts must be elevated considering that these figures are above
the international benchmarks of approximately 180 l/c/d and the country is one of the 30th driest in the
world. The WCWDM must be urgently implemented in all provinces especially with the current droughts in
the country.

Infrastructure in terms of water resources and water services

There is a well-developed infrastructure, with more than 5 511 registered dams in South Africa. The table
below indicates the current registered ownership:

; Total number of Total capacity in o '
Ownership sector registered dams ( % total capacity
94

m2 x 109)
State 854 31.35
Department of Water & Sanitation 322 29.35 88.0
Municipalities 333 1.0 3.0
Other state departments 76 0.2 0.6
Water Boards 123 0.8 2.4
Private sector 4 657 2.06 6.0
Mines, industries, business 335 0.5 1.5
Agriculture 4322 1.56 4.5
Total 5511 33.41 100

Although there are 5 511 registered dams in the country, 94% of the registered dams are small. The table
below indicates the distribution of registered dams according to the size class.

Small Less than 12m 4187 76.0
Medium 12m to 30m 1146 21.0
Large 30m and higher 178 3.0
Total 5511 100
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The existing infrastructure needs maintenance and the country is already experiencing challenges with
lack of focus on sustainable asset management. The Department has an Operations and Maintenance (O
& M) unit that is responsible for the management of Government Water Schemes (GWSs). The operations
thereof are funded by revenue obtained through the tariff charges on users’ services by these GWSs. The
pricing strategy dictates that the O & M charges comprise of:

* Direct Costs (pumping, O & M, distribution, administration);

» Indirect Costs (overall cluster and area office costs);

» Depreciation (capital requirements for refurbishment); and

» Return on Assets (capital to be set aside of betterment and development of new infrastructure).

The funding pressures, however, prevent the O & M unit to receive the required allocation as per the charges
posed on the users. A case in point is the Southern Cluster that generated revenue of R520m but could only
receive R120m for Operations Budget (OPEX). For the period under review, the entire unit received R1bn
whilst R1.8bn was required. This implied that CAPEX funding for maintenance on the 37 pump stations, 322
state dams and others strategic infrastructure was severely affected.

A financially downscaled O & M function will have a detrimental impact on the national economy. Strategic
users such as ESKOM and SASOL are heavily dependent on the services of this unit (as per signed user
agreements), and any failure in this regard could lead to inter alia energy and fuel shortages. In addition, if
the operating rules are note adhered to there is a long term impact on water resource management.

The figure below reflects the growing backlog on maintenance requirements due to decreasing budget

allocation.

Maintenance budget requirement shorifalls

4,000,000

2,500,000
3,000,000 - ==
2,500,000
2,000,000

1,500,000
1,000,000 = \
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Figure 4: Backlog on maintenance due to decreasing budget allocation

The schemes also require efficient and effective operations, for which specialised skills and capabilities at
all levels are needed. Major challenges are experienced with regard to the capabilities of water services
authorities to effectively manage the schemes on a sustainable basis. This issue needs to be dealt with
decisively through a review of the mandates and policies in relation to the management of water infrastructure,
and available capacity.

2.2 Service Delivery Improvement Plan

The Department’s service delivery improvement plan identified two (2) problem areas in the delivery of its
services. These relate to the provision of revenue management (i.e. billing and debt management) as well
as provisioning of water use authorisation services (i.e. changes to property ownership). The progress in
this regard is summarised below:
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2.3 Organisational environment

The structure review process that was undertaken by the Department in the 2016/17 financial year continued
in the previous financial year. Various related processes such as a diagnostic analysis, organisational
functionality assessment (OFA) and business process mapping have been concluded. In addition, the
Department has finalised its service delivery model and the following deliverables that relate to the operations
management framework are being developed; service standards, standard operating procedures, service
delivery improvement plan and the service charter. It is anticipated that the final reviewed organisational
structure will be concluded for implementation in the first quarter of the 2018/19 financial year once the
Minister for the Public Service and Administration has given concurrence.

The Department took the decision in June 2017 to establish a single Catchment Management Agency (CMA)
to manage water resources in the nine (9) water management areas, amid growing concerns regarding the
associated costs for establishing of multiple institutions. In addition, the need to rationalise and align the
existing institutions as a mechanism to unburden the state of burgeoning service costs further contributed to
this decision. This is in line with the Presidential review of state owned entities and National Treasury’s cost
cutting measures. The Minister of Water and Sanitation gazetted a notice for the proposal of establishing
the single CMA in South Africa on 15 December 2017 for public comments. An implementation plan of the
single CMA has already been developed outlining key activities to be undertaken towards the establishment
of a single CMA and consultation started in January 2018.

The department continued to reduce the vacancy rate in respect of engineers and scientists. The target of
maintaining the vacancy rate at 10% or below was met and exceeded.

As a result of the reduced employee compensation budget, some of the posts in the establishment were
abolished, thereby ensuring that only funded vacant posts are filled in future.

2.4  Key policy developments and legislative changes

2.4.1 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.

2.4.2 Development of the National Water and Sanitation Act

The Department is merging the National Water Act and the Water Services Act to form one Water and
Sanitation Act.

The Water and Sanitation Bill seeks to improve service delivery by:

* using water as a mega nexus;

« promoting the integration of the National Water and Sanitation Master plan;

» introducing the use-it or lose-it principle;

« transforming and rationalize the water management institutions;

» bringing about effective and efficient dispute resolution mechanism;

» developing appropriate technical solutions to treat water with high salinity; and

» incorporating aspects relating to sanitation, and to enhance service delivery.
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The drafting of the Water and Sanitation Bill is at an advanced stage. A number of activities have been
undertaken and completed as per the approved legislative roadmap. The consultations were with the
Departments of Human Settlements, Environmental Affairs, Energy, Basic and Higher Education, Health,
Cooperative Governance and Traditional Affairs, National Treasury as well as the South African Local
Government Association. The Bill was presented to the FOSAD cluster for review.

The Bill will be submitted for preliminary certification to the Office of the Chief State Law Adviser (OCSLA) in
July 2017 and feedback was received in October 2017. As the OCSLA did not grant a preliminary certification
of the Bill, it is being revised to address the matters as raised by the OCSLA.

Plans for the 2018/19 medium term include submitting the Bill to Cabinet for approval; introducing the Bill in
Parliament for enactment and developing regulations.

2.4.3 Review and Development of the National Water and Sanitation Resources
and Services Strategy (NWSRSS)

Subsequent to the reconfiguration of the Department to include the sanitation function, the second edition
of the NWRS will be reviewed to incorporate the sanitation function. Allowing for all legislated processes,
including involved in the development of such strategy, the aim is to table the NWSRSS to Cabinet for
approval over the medium term.

2.4.4 Review of the Water Research Act

The review of the Water Research 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.

245 Review of the water pricing strategy

The Water Pricing Strategy sets out government’s approach to raw water pricing. 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.

2.4.6 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.

Apart from identifying key success factors, the review is also expected to explore innovative and off-budget
financing mechanisms, in order to consider their suitability for the South African water sector.

2.4.7 Development of the National Water and Sanitation Master Plan

The development of the National Water and Sanitation Master Plan (NW&SMP) was launched by the Deputy
Minister of Water and Sanitation during the National Dialogue held on 22 May 2017. The NW&SMP aims at
mobilising the commitment and efforts of all role players and stakeholders in the water and sanitation sector
towards collectively achieving the desired future state of the sector, as defined by the Government’s vision,
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goals and targets until 2030 (NDP, SDGs, MTSFs and other key drivers). It will provide a critical overview
of the present state in the sector and the key challenges it is currently facing, together with a consolidated
plan of actions required to enable the achievement of the set targets. The final draft of the NW&SMP has
been developed.

3 STRATEGIC OUTCOME ORIENTED GOALS

The Department’s performance in achieving its strategic outcome oriented goals is summarised below:

Enhanced and protected water as a resource across the value chain

In ensuring the realisation of this goal the Department had planned to develop a draft water sector regulatory
framework; measure the mine compliance against individual water use entitlements; finalise the resourced
water monitoring network implementation plan, determine water resource classes and resource quality
objectives for three river systems; monitor water losses in eight large water supply systems and develop
mine water management strategies for two catchments.

The three (3) deliverables that were achieved during the period under review are: the resourced water
monitoring network implementation plan has been developed; eight (8) large water supply systems were
monitored for water losses and mine water management strategies were developed for two (2) catchments.

Although the draft water sector regulatory framework was developed, the compliance level for the mines
measured against individual water use entitlements is currently at 49% versus the planned 55%. For the
period under review, water resource classes and resource quality objectives were determined the Umvoti-
Mzimkhulu river system. The public consultation process for the Crocodile (West)- Marico and Mokolo &
Matlabas took longer than anticipated affecting all planned deliverables.

In view of the above, the Department’s performance for this goal is at 60%.

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

In ensuring the realisation of this goal the Department had planned to develop a draft National Water and
Sanitation Master Plan; complete 31 bulk water supply and sanitation services infrastructure project plans;
provide 91 292 households with sustainable and reliable water supply and sanitation services; implement
the National Asset Management plan (NAMP) with unscheduled maintenance kept at 10% and below;
provide 10 032 households with sanitation.

The two (2) deliverables that were achieved during the period under review are: the draft National Water and
Sanitation Master Plan was developed and 159 463 households were provided with sustainable and reliable
water supply and sanitation services.

The Department could only complete 17 of the planned 31 bulk water supply and sanitation services
infrastructure project plans as the budget for these was reprioritised due to budget constraints and change of
priorities by municipalities. Although the unscheduled maintenance was at 0.2%, the Department managed
to implement 40% of the NAMP as the operations had to earmark the CAPEX budget to cover for the
OPEX shortfall impacting on the funding availability for certain maintenance projects. Although 13 439
households were provided with sanitation this achievement is a recovery from the 2016/17 backlogs which
were completed during the year under review.

In view of the above, the Department’s performance for this goal is at 40%.
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An enhanced contribution to socio-economic development and transformation
by the sector

In ensuring the realisation of this goal the Department had planned to: conduct validation and verification
of existing lawful use in three (3) water management areas; implement rural development initiatives that
will provide access to 300 million m® of water to smallholder farmers; support black entrepreneurs in the
sector with targeted procurement at 30% per annum; create 2 800 job opportunities to expand economic
opportunities for historically excluded and vulnerable groups.

The Department managed to support black entrepreneurs in the sector with targeted procurement at 56%
per annum.

The Department could only validate and verify existing lawful use in two (2) water management areas as the
quality assurance of the Berg-Olifants close out report has not been completed. The Department implement
rural development initiatives providing access to 14.13 million m® of water to smallholder farmers as the
deliverable is demand driven. For the period under review the Department managed to create 1 604 of the
planned 2 800 job opportunities as the reduction of the number of infrastructure projects implemented during
the financial year affected the creation of job opportunities.

In view of the above, the Department’s performance for this goal is at 25%.

An efficient, effective and development oriented water and sanitation sector

In ensuring the realisation of this goal the Department had planned that the draft Water and Sanitation Bill
would be tabled in Parliament; conduct annual appraisals of shareholder compacts for 13 entities; attain an
unqualified audit outcome for 2017/18; register 100% water and sanitation sector occupations (skills) in the
Organising Framework for Occupations.

The two (2) deliverables that were achieved during the period under review are annual appraisals of
shareholder compacts for 13 entities were conducted and 119% water and sanitation sector occupations
(skills) were registered in the Organising Framework for Occupations.

The Department is awaiting the outcome of the audit process which will be finalised during July 2018. The
draft Water and Sanitation Bill was not tabled in Parliament as the Office of the Chief State Law Adviser

provided extensive comments that required further consultations on the draft bill.

In view of the above, the Department’s performance for this goal is at 50%.

Sound cooperative governance and an active and engaged citizenry

In ensuring the realisation of this goal the Department had planned to conduct annual analysis on the
implementation of the approved Africa and global international relations programme as well the annual
assessment of progress against the partnerships, communications and stakeholder relations programme
which were achieved as planned.

In view of the above, the Department’s performance for this goal is at 100%.
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4 PERFORMANCE INFORMATION OF PROGRAMMES

4.1  Programme 1: Administration

This programme provides strategic leadership, management and support services to the department.
Strategically manage mine water. Develop and promote international relations on water resources between
neighbouring countries.

4.1.1 Sub-programmes

Ministry provides for administrative and logistical support to the Minister and Deputy Minister and their
support staff, and makes provision for their salaries.

Departmental Management provides policy and strategic direction for water and sanitation management.
This includes enterprise-wide support services comprising administrative support to the director-general,
corporate planning, and monitoring and evaluation; and the provision of salaries and operational budgets for
the department’s regional office heads.

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

Corporate Services: Corporate Services provides enterprise-wide support comprising human resources,
legal services, communications, the learning and development academy, and transformation policy and
coordination.

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, and for municipal services such as electricity, water, and sewage and waste removal.

Programme Management Unit provides for improved coordination and governance in the management of
departmental projects.

International Water Support strategically coordinates, promotes and manages international relations
on water and sanitation between countries through bilateral and multilateral cooperation instruments and
organisations, in line with legislative provisions. This sub-programme also pursues national interests in
African and global multilateral organisations and forums.
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4.2  Programme 2: Water Planning and Information Management

The programme is responsible 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 a knowledge base and implementing effective policies, procedures and integrated planning
strategies for Water resources and Water and sanitation services.

4.2.1 Sub-programmes

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

Integrated Planning develops comprehensive plans that guide infrastructure development, systems and
services management in the water sector.

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

Water Information Management ensures the development and maintenance of systems and programmes
for the acquisition and management of data and information, and builds the knowledge base on all aspects
of water for informed decisions on water management.

Water Services and Local Water Management entails the formulation and development of strategies,
guidelines and plans for water services and management at local level.

Sanitation Planning and Management provides a national strategy for the planning of sanitation services
and supports municipalities to plan for the provision of sustainable sanitation services

Policy and Strategy develops, monitors and reviews the implementation of the water and sanitation sector
policies and strategies.
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4.3  Programme 3: Water Infrastructure Development

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

4.3.1 Sub-programmes

Strategic Infrastructure Development and Management provides for the design, construction,
commissioning and management of new and existing water resource infrastructure.

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

Regional Bulk Infrastructure Grant provides for the development of new infrastructure, and the
refurbishment, upgrading and replacing of ageing infrastructure servicing extensive areas across municipal
boundaries.

Water Services Infrastructure Grant provides for the construction of new infrastructure and the rehabilitation
of existing water and sanitation infrastructure through the grant transfer of water services schemes to water
service institutions. The allocation prioritises the 27 poorest district municipalities.

Accelerated Community Infrastructure Programme provides for rapid emergency interventions related

to the refurbishment of infrastructure for wastewater treatment, water conservation and water demand
management, and municipal water supply; and supports farmers without proper access to resources.

Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation “



PART B | PERFORMANCE INFORMATION

“MaIAS] Japun
1eak ayr Buunp pais|dwod alem reak
[eloueul /1/91.0g Buunp pansiyoe
JoOU 8Jam Jeyr SwaisAs uopejues
ay1 se 1aw se pauodai s 1961l ayL

19W 1961e]

L0v € Aq 18n0

uoienues ynm papiaoid
SPIOYasNOY BEY €T

uoneyues yum papiroid
sployasnoy zo 0T

sployasnoy vz 6T

uonelues aiseq
paylubip pue s|qeuleisns
JO uoisinoid pasueyug (ol

saniunuoddo gol jo uonealo
ay) pajosye Jeak [eloueul ayy Buunp
pawswsadwi s1o8foid ainonaisenul
JO Jagqwinu ay) jo uononpal ayl

19W J0U 186IR )

96T T Aq Japun

samunuoddo qol +09 T

samunuoddo qof 008 ¢

saniunpoddo qol 940

sdnouib ajgelaulna

pue papn|oxa Ajjealiolsiy
10} saniunyoddo
olWouU029a puedxa 1ey)
pareald saniunuoddo qor 2

‘s109loud aoueuUsURW
uren@2 1oy Buipuny jo Aujigejrene
ayl uo paedwl SIYyl pue |epioys
X3dO 9y} Jo} Jonod o) 18bpnq
X3dVD }ewies 0} pey suopeladQ

19W J0U 186Ie ]

dINV 8y}
10 uoneyuswadwl %HG

%2°0 18 eouBUslUIRW
pajnpayosun

yum dIAY 8yl Jo
uonejuswa|dwi %9¢

MOJ2q PUB %01

1e 1day aoueuaUreW
pajnpayasun yim
pajuswaldwi (dINVN)
ue|d juswabeuep
19SSy |euolieN

(IMMN) ueld seisey
Juswabeue| 19ssy

[euoneN panoiddy

aInjonJiselul SedIAISS
uoleliues pue layem pue
Alddns 1ayem s|qeurelsns
pue ajqeljal ‘ajes e

JUSWAASIYIE JBAO 8} Ul paynsal
s109(0.d a1nNoNASeul SBIAISS Jayem
pue ng feuoifas paledwos ayl

papoaadxa jabie]

suoieINSp U0 JUsWWoD

spjoyasnoy
TLT 89 Aq 18n0O

8T/.T0C 10} 196.e)
pauue|d wolj uoneinag

S92INI3S UoielUeS

pue Ajddns Jayem
3|qeljal pue ajgeureIsns
yum papinoid
sployssnoy g9 651

Juswanalyoe

[emoe 810¢/LT0C

quEQO_w>wD alnjonliselju| Jslep\

S92INISS Uoelues

pue Aiddns Ja1em
a|qeljal pue ajgeurelsns
yum papinosd
spjoyasnoy 26¢ 16

1061e)
pauueld 8T02/LT0Z

syoafoud
aInnaselul YINg €

JusWaAaIyoe
fenjde L102/9T10¢

saAnoalqo aibarens swwelboid

S92INISS UonelUesS pue
Alddns Jayem ajgeljal pue
a|qeureisns Jo uoisinoid
pasueyus pue Ayjige|iene
Jarem arenbapy o4

saAnoalgo oibarens

aweu swwelboid

TeZey

SjusWaAaIyde [enoe pue s)abiie) pauue|d ‘siojedlipul aouewlopad ‘saandalgo oiberens z'ev

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

USALIP puewap si a|qelaliap ayL

19W Jou 19bie])

SuUOIljelAsp U0 Juswwod

Siawie} Japjoy|ews
0} J3yem Jo (W uolfjiw
18°58z Aq Jepun

8T/.T0Z 10} 186.e)
pauue|d wolj uoneinag

siawe)
1apjoy|ews o} Jayem
10 W uoniw €T YT

JUsWanalyoe

[emoe 810¢/LT0C

wawdojanaq ainonaselu| IS1eA

slawe}
Jap|oy|rews o} Jayem

10 ¢W uoljjiw 0o€ 01
SS999®e apinoid |jIm reyl
saAireniul Juswdojanap
feanJ Juswadw|

190.e)
pauueld 8T0Z/LT0Z

pajuswa|dwi saAieniul
JawLie} Jood 22Inosal g

uswanaIyoe
fenide LT0¢/910¢

slawirey
Japjoyjews uoddns 1eyy
saAireniul Juawdojanap
[ein. paabire |

saAnoalgo oibarens

awreu swwelboid

ce

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘pala|dwod wep

juswisnipe oN

‘PaJUBWIWIOD
10U Ssey uonefnsaAul 4281099 pareidwod | sag ebuejsqelNn 8)9|dwod %06 s!
sag ebuejpgelN | 10} uoneIUBWNIOP ML ebuejagein

19W lou19bie) | Joy ubisap rereg lapua] juaunsnipe oN | Joy uBisap |reyeg NgNAWIZWN
palajdwod ubisap
Buusauibua

panaiyoe jabie] V/IN juauisnipe oN wep pajerag eMIWemMN

‘uoied

-ojle 126pnqg jusioInsul ue o0} 431N 61/810¢
anp papleme 10U Sem Wwep ay) o34 ur Buipuny 1oy
jo Buisies ayy Joy Japual ayL J0 uonnisuodal Ainseal| [euoneN
papleme | 1o} DygQ 01 apew 0] paniwgns

19w jou 19bre] JOU Sem Japua] suoIssiwgns juauisnipe oN piq 196png weljmued
"10BJJU0D JO WIO asljeul
009 01 21dld wouy pabueyd . d PEAtO9 . PoSIEUY
a0 0] pey SUBWNIOP JBPUd) pauuejd se 0095 41 21dH4 ussq aney
2y} 10} 10enuoD JO wlioH aylL papJeme Jou sem wiol) palusAu0d Buisres Aemyids
Buisres Aemids JaM sjuawnaop 10} SluawWINo0op

19w jou 18bre] Jo} Japual ay L Japual ay | juswisnipe oN Japua | usauez|

MOJ9( SUOSeal 99S
18w jou 18618 € Aq Jepun T 14 0 S

SuOIljelASp U0 Juswwod

juswabeuep pue acwrcao_w>mﬁ_ alnjonuiselju| o_@mum.zm

8T0¢/LT0C
10} 18611 pauue|d
woJj uoneinag

196121
8T0¢/.T0Z pauueld
/paisnipe 01
JUBWIBASIYDR [eNjOY

106181
8T/.T0Z paisnipy

ue|d asuewuopad
[enuue 8T//T0Z paisnipy

8T/L10¢
10} JUBWAABIYOR

wisk-pIn

196.1e)
pauue|d
8T0¢/LT0¢C

ue|d aouew.ouad
[enuue paysiignd 8T/2T0Z

1UsWanaIyoe
fenjoe LT/

uolyeluswa|dwii
1o} Apeal syoaloid
Jayem mel y|ng

4O JaquinN

TEC

awreu swweiboid-gns

loyeoipul
aouewlIouad

awwelbolid-gns Jad sio1eo1pul 8duRWIONSd

A4 0 4

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

uonedoje 196png
jusionsul ue 0} 8np ddv
Ayl woly 4z ‘3¢ dadMdo

uoneoo|e 196png
JuSI0INSUI Ue 0}
anp ddv ay woly
42 ‘32 dadMd0
1o} panowal

uoireoo|e 186png
JuLIoINSUI U 0}
anp ddv 8y wouy
42 ‘32 da4MH0
10} panowal

uoieoo|e 196png
JuLIoINSUI U 0}
anp ddv 8y wouy
42 ‘3¢ da4MH0
10} panowal

a19|dwod
%06 S! Aem|jids uo

uoNoNJISUOI Japun

1o} panowal sem 1abirey syl sem 1a6.e) ay L sem 1a6ue) ay L sem 1a6ue) sy 3Iom uonijowaq ussuez| - | soeloid 1erem mes
panaiyoe jobie] - T T € 14 Z AINg Jo JsquINN | Z°€¢
uoneoole 126png uoneoole 186png | uonedoje 186png
JuLI01NSUl Ue 0} JUSIOIYNSUI UB 0} | JuBIDIYNSUI UB 0} sanunuod
an ay1 wol an aylr woly | an ay} wol S92INID
uoeao|fe 106pnq U_n_n_< yi 1) U_n_n_< i } u_n_n_< yi } . .m S
JusIoINsUl Ue 0} anp ddy | 3¢ F¢ dYMYO | 42’32 dQ¥MHO | 42 ‘3z daUMA0 unsauIbu
ayl woy 4z ‘Iz da¥MEOo 10} panowal 10} paAowal 10} panowal | :SAA Aq subisap 4z ‘3z
10} panowal sem 1abier ayl sem 1ab.e) ay sem 1abuel ay sem 1abuel ayl 10 MaInay dadmsdo

SUOIBIASP U0 JUBWWOD

‘sisAreue asuabijip
anp pue ubisag
Areuiwaid ayy
10 renoudde uo
2ouawWwWo9 Ajuo
|lIM SIY} ‘JaASMOH
‘dd3H pue weq
1uije Jo aseyd
ubisaq |re1eqg

10 uonajdwod

U0 9oUBWWOI
Ajuo ued
uoneusawWNIop
lapua] ays

uo ssaiboid

19W Jou 18b1e ]
8T0¢/L10¢C

10} 1896.1e1 pauue|d
woJj uoneinaqg

paje|dwod d3H
pue weq 1uire
10} cm_wwu releg
196.e)
8T0¢/,T0Z pauueld
/parsnipe o}
WaASIYIe [enidy

paje|dwod 43H
pue weq uife’
10} uoleuaWnNIop
Japua]

100.18)
8T/.T0Z paisnipy

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/LT0¢C
10} JUsWaAaIyoe

WiB-pIN

196121
pauue|d
8T0¢/L10¢C

ue|d asuew.opuad
[enuue paysiignd 8T//T0Z

[enoe /T/9T0¢

loreaipul
souewlouad

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

uoneoo|e 186png 1ualdlyNsul
ue 01 anp juawisnlpe ddv
8T//T0Z @y Buunp ddv sy

uoneoole 126png
JuSIoINSUI Ue 0}
anp juawisnlpe
ddV 8T/.10Z 3y}
Buunp ddv au
wioJ) paAowal

uoneoo|e 126png
JuSIoINSUI U 0}
anp uawisnlpe
ddV 8T/.T0Z 3y}
Buunp ddv ays
wioJ} paAowal

uoneoo|e 186png
JUSIoINSUI U 0}
anp uawisnlpe
ddV 8T/.T0Z 3y}
Buunp ddv ays
W0} panowal

s1n9 1896png 01
anp palajdwod 10u

woJj panowal sem 1abrer ayl sem Jabue) ayl sem Jabue) ayl sem 1abue) ay] | Juawysljqeiss als | Az dadMy0o -
‘parejdwod paig|dwod
uonejfeisul uonejfeisul
panaiyoe auolsaliN V/N urennd oo juawisnipe oN ureund oI
‘passals ag ued sioyoue
Buiurewsal ayy aiojeq aoeld ui
ag 0) painbai ale s|j@d peoT ajo(dwod paje|dwod
sloyoue aJe sioyoue £8 sloyoue
J9W 10U dU0ISa|IN 0T Aq Jopun a1 J0 1IN0 €/ juawisnipe oN reuoiresado
‘paje|dwod ‘a19|dwod ale
uaag sey JIdM s|lem weansdn
Aoy} oueld ay} pue sqge|s 19)in0
paAalyoe auolsafiN V/N 1O UOIDNIISUOD juswisnlpe oN MId 8yl aJow|azeH -
uoneoo|e 196png ‘Rem Japun
uoneoole 126png uoneoolie 196png | JusIoINSUl Ue 0} si Buisrel wep ay)
JuLIo1NSUl Ue 0} JuSIoINSUI Ue 0} anp juawisnlpe J1o} Jojoenuod e
an 8y} wou an ay} wou El 0 juswjuiodde
uoneooje 196png U_ ddv aul } U¥n_n_< U } | ddV 8T/LT0Z 3aul Jol ul
JusILNSUl Ue 0] anp gy | ¢ 3¢ dAYMHO | 42 '3z da¥MHO | Buunp ddv aul 1o} ssad0ud
ayl woll 4z ‘Iz dadMdo 10} panowal 10} paAowsal wiol} psaowal Z pue T Jauenb Juswaindold
Jo} panowas sem 1abiey ayl sem 1abiel ay | sem 1abue) ay | sem1abielayl | Joj auoisajiw ON weljimueld ‘wel|imue|D

SUOleIASP UO JUSWIWOD

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

196.e)

8T02/.T0z pauueld

/pasnipe o}
WaASIYIe [enidy

100.12)
8T/.T0Z paisnipy

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/LT0¢C
10} JUBWaASIYo®e

WiB-PIIN

196121
pauue|d
8T0¢/L10¢C

ue|d asuew.opuad
[enuue paysiiand 8T/.T0Z

JuaWaAaIyoe
fenyoe /T/9T0¢C

lo1eaipul
souewlouad

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

uonoajoid adojs A1ajes
wep jo Buoeld sy a19|dwod
0} 3)S UO [elalew Jaysnid oN

19W jou 18bie ]

saniunpyoddo
gol jo uoneaid sy palosye
yolym pauueld se aouaWWo
10U pIp dZ dAYMEO pue
weq welmue|d jo Buisiey
8yl UOo uonBdNIISUOD Byl

T Aq sepun

(weq
salddoyapooy
ay} Jo uonajdwod
%06 "o'1)

juswisnipe oN

S921N0Say Ialep\ JO w:o:«:waO

paleald

(weq
salddoyapooy
ay1 Jo uonajdwod
%68 "o'1)

pala|dwod
s109foud
uoney|igeys.
Aoyes wep
10 JaquinN

Tve

awreu awwelboid-gns

s109loud
ainjoniselul
uoireluawbne
Bunuawajdwi
ybnouyy pareald

saniunpoddo | a1am saniunuoddo sanunuoddo sanunuoddo
1ow jou 186.re | gol Tt Aq Japun qol 656 J0 [ej0} ¥ 009 €ce 008 ¢ qol¥20T goljo JoaquinN | T¥'€
(BuioB-uo si
3JOM UOoIjeO1}0a.
S109J9p JaY10
a19|dwod are ‘siredal suljadid
passans aq URa SIOyIUR sioyoue €8 ay Jo :Aemuapun pouad
Bulurewsa. ayy aio04eq ae|d ul no g/ "paje|dwiod uogeoyou
9Qg 0} palinbai are s||92 peo passalls aq usa(g sey JIsp\ alsw|azeH S108)e .m._v paig|dwod
0) Urewal sioydue Aoy oueld ay} s1o09foud Jarem mel
19w j0U 19610 €8 9U11n0 Jo 0T 1O UOIONIISU0D juawisnlpe oN S2U0ISa|IW ON T T jng Jo JaquinN | £'€°2

SUOIBIASP U0 JUBWWOD

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

196.e)
8T02/.T0Z pauueld
/parsnipe o}

WaASIYIe [enidy

100.18)
8T/.T0Z paisnipy

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/LT0¢C
10} JUsWaAaIyoe

WiB-pIN

196121
pauue|d

8T0¢/L10¢

ue|d asuew.opuad
[enuue paysiignd 8T//T0Z

usWanalyoe
fenoe /T/9T0¢C

loreaipul
souewlouad

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘awin uo euayew Buuaniep
sJ1alddns yum sabuajreyd

‘ssalboud
Buiodai si (a1919yzN)

108lo1d auo Ajuo Apuaiun)d wnuue
1ad parenjigeyai
ssaiboid swalsAs
pasadwey layream juswajou| parel|iqeyal 29ueAanuod
wy alam Wy LO8Y'S arep JO sanawol|
1w louebiel | 66156 AgJepun 0 [e101 v waunsnipe oN ungee’ L ungl 0} ple| Wy G0’ jolsquinN | ¥'v¥'e
syo9loud
aoueUdURW
((jeep pauue|d jo
-niNs)) 8AjeA 18I0 (pouad siyy Buunp uoniodoud e
Janly 009TNQ o painaoo s109foid se palg|dwod
wawysiginey aoueuUsURW s1oaloid
yaoyleez ‘a1) pajnpayosun oN) aoueuaUeW
pajnpayosun
paAaiyoe jobie] VIN %2 0 wisuwisnipe oN %0 %0Ls %0 abejusaiad | €'z
‘uoneoo|e
196pnq jusioinsul
ue 0} anp 06E 01
0%S WoJj paonpal
sem (Jojeuiwousp
's108loid aoueu 9'1) dINY dU} pala|dwod (soueusjule
-d)urew urepsd oy Buipuny jo ui s1o8foud jo spoeloud (gGz pauue|d) ue|d
Aunqejrene a3 uo  pajoedw (pajerdwoo Jaquinu ayL 10 2G| "9 QouBUSIURW
Sly} pue |epioys X340 8yl
10} 18A0D 0} 19BPNg X3dVD s109(oud 06E paubife 4y Jad
Yewres o1 pey suoneisdo ay} Jo OF) 'l) (sysfoud | (0% J0 1IN0 2L "0'1) dinv se paja|dwod
06€ ©'1) ANV J1ad se paje|dwod sjoafoid Jo
19w jou 18bre] %¥S Ag Jepun %9E | Pasinal B JO %06 %EL %06 sjoafoid 909 abejuadiad | zv'e

SUOleIASP UO JUSWIWOD

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

196.e)
8T0Z/.T0Z pauued
/pasnipe o}

WIBA3IYI. [enjoy

100.12)
8T/.T0Z paisnipy

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/LT0¢C
10} JUBWaASIYo®e

WiB-PIIN

196121
pauue|d
8T0¢/L10¢C

ue|d asuew.opuad
[enuue paysiiand 8T/.T0Z

JuaWaAaIyoe
fenyoe /T/9T0¢C

lo1eaipul
souewlouad

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

suonebnsanul
Jayuny pasinbal yoiym uoney
-uswiajdwi 8y} Jo s|ppIW By}
ur pasnposul sem ABojouydasl
pasueApe ((MLMM [INYMNa7]
® InIdsiarg) MMM Busqipes

SIsaJun AjUNWWOo Jo )nsal e
se | aseyd Buisijeul ur sAejap
0] anp 2doUBWWO0Y ou pIp
aseyd ay} Jo uonoNASUod ayy
;2 aseyd MIMM Buaxoges

'dO

19W 10U 1961

ssaiboid
Buiuodai si (aj9]8yYzN)
109l01d Buo Ajuo Apualind

19W J0U 1861

SUOIBIASP U0 JUBWWOD

saseyd
109foud g Aq Jopun

sanunuoddo
qol €T Aq Japun

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

saseyd 109loid 0T juswisnipe oN

JuRI9 ainpniselu| ying reuoifay

sanunuoddo
qol /€T
196101

8T02/.T0Z pauueld
/parsnipe o}
WaASIYIe [enidy

juswisnipe oN

100.18)
8T/.T0Z paisnipy

saseyd 109loid 0T

saunuoddo
ol 69

8T/LT0¢C
10} JUsWaAaIyoe

WiB-pIN

Sl €T

saunuoddo
goloze -

196121
pauue|d

8102/.T02 JaUzAdIyoe

[enoe /T/9T0¢

uonoNJISUo Japun
saseyd 109(oud
ainjoniselul

MINg reuoibai
ebaw Jo JaquinN

v'ee

awreu swweiboid-gns

1090ud
ainjonnselu|
$92IN0S9Y Jare
Jo suoneladO
Bunuawaidwi
ybnouyy pareasd
sanunuoddo

gol jo JaquinN

loreaipul
souewlouad

Tve

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

ue|d asuew.opuad
[enuue paysiignd 8T//T0Z

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



luizor
cloe
aseyd Ajddns
Joyem (asy)
ogafpuireq pals|dwoo
ereqes bBury saseyd 109(oid
MOJ3q ¥7'Z'€ i Wall ul oquel 40 ainjonisequl
pajedipul se ddv 8T/.T0C aul Ying feuoibal
wou) panowal sem 19brer syl VIN 0 0 aU0ISa|IW ON € 0| ebawjosequnN| g€

S10)0BJJUOD [B211I3]9
pue [ediueydaw ayl Jo uswW
-uiodde ur sAejep :auladid
SMg (Hoodejobuod) 1uizop

‘NZMA

uIgIUOUBJAS yum 108loid
ayl ui 01 Ssalpnis/suoned
-JSaAUl JByuNy 0} anp pjoy
uo si109loid ay: :(woxaginnz)
Z aseyd MIMM BLBUOISSM

196.e)
8T02/.T0Z pauueld 1861e)
/paisnipe o1 8T/.T02 paisnipy

8T/.T0Z 106.1e)

8T0Z/.T0C 10} JuswaAalyde pauueld

SUETITEYETTR) ) Jlo1eaipul
JUBWAA3IYI®. [eNjoY femoe /T/9T0Z aouewWlIoad
ue|d aouewuopad ue|d aouewlopad
[enuue 81//T0¢ paisnip [enuue paysiignd 8T/.T0Z

SUOITeIASP U0 JUBWWO0D 1o} 10611 pauued wusi-pIn 8T0¢/LT0C

wou} uoneirnsdg

PART B | PERFORMANCE INFORMATION

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

J2pUBd} JO JUBWASIUBAPE pue
ue|d 108loid ayy uo paoedui
yolym siapjoyaxeis Aq suaw
-9albe Jo Bubis ul sAejop
alam aldyl € Jo T aseyd
SMg saiddosauarembiexisniy

paredionue ueyy
J18buo| 3oo1 Apnmis Ajiqises) 1
J0 € 8seyd smg lusjyerewq

dN

paredionue ueyy 1abuoj
300} sufisep Jo uonesijeul
‘G 8seyd SMg Izexde|pue)N

“1sa1un Ajunwwod Agq
paaye Apbrel sem 108l0id
‘7 9seyd SMI umoisalo

NZM

paredionue uey) Jabuoj 3001
subisap pajrelaq :(shied) z jo
Z 9seyd Jamas yng ayrembN
Anredioiunw ayy Aq subisap

JO uopesijeuly ul shkejeq g 1o
Z 9seyd SMg eueAluojiselN
S

19W J0U 1861

SUOIBIASP U0 JUBWWOD

¢ Aq Japun 0S juswisnipe oN
196.1e)
8T02/LT0Z pauueld 109618}
/parsnipe o} 8T/.T0Z paisnipy
WaA3IYIe [enjoy

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

o €9 Ge

8T/.T0C 106.1e)
10} JuswaAnalyoe pauue|d

uswanalyoe
wiel-pin 810¢/L10¢ ! X

[enioe /T/9T0C
ue|d asuew.opuad
[enuue paysiignd 8T//T0Z

uonoNAISUOd Japun
saseyd 109(oid
ainjonJiselul

MIng reuoibal
able| Jo JaquinN

loreaipul
souewlouad

9€¢

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

Ad
61/8L0C U GL PUB #| ‘6 0} L ‘|
s109(o1d a19|dwo9 |Im pue 6 01
J saseyd uo Bunsay ainssaid
yum Asng Apuaund si uon
-ONIISU0d SN -(Saseyd z 'a'1)
G pue T sseyd SMd 9SINOW

uona|dwod

-uou Ul paynsal  |fejuoys
196png -(seseyd 6 'o'1) GT O
L saseyd SMd aunyynyxes
dl

Jaqueyd

uopels dwnd asijeul o} Jojoel
-u0d ayr Aq sAejag -exuox

ROE|

19W 10U 19618

suoleIASp UO JUsWWoD

TT Aq Jepun

8T0¢/LT0¢C
10} 18611 pauue|d
woJj uoneinag

196121
810¢/.T0Z pauueld
/paisnipe 0}

wiaAaIyde [enioy

MoIeq 7' 2'EY
wia)l ul pajealpul
Se ddV 8T/.10¢

aur Buunp ddv
8] WoJj paonpal
sem 1abuer ayl

9T

1961e)

8T/.T0Z paisnipy

ue|d souewlopad
[enuue 8T//T0¢C P3ls

((wupdiy)
T @seyd smg
yinos s|=1al0N

pUE 380YI00| “8'1)

8T/L10¢
10} JUsWaAaIyoe

9¢

196.1e)
pauue|d
8T0¢/L10¢

JusWaAaIyoe
[enioe /1/9T0¢

pais|dwod
saseyd 109loud
ainjonJiselul
3Ing reuoibai
abue| Jo JaquinN

loreaipul
aouewIopad

L'€¢

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

arewnsa
Bunisauibua ueyy sanjea ybiy
UM awed  siaiapual  ay)
se punj juspynsul-Alddns
J81ep\ punold  Bunga|ppiN

o3

19W J0U 1861

2T Aq 1epun

6¢

juswisnipe oN

9¢

114

6¢

uonoNAISUOd Japun
saseyd 109(oid
ainjonJiselul

MIng [euoibal
|fews Jo JaquinN

8'€¢

[resuoys 186png

(ML epeJbdn)
Z @seyd SMg uinos Busyiyey

MN

Japua} Jo JusWasiuaApe pue
ue|d 108loid By uo paoedu
yalym siapjoyaess Aq sjuaw
-9aibe Jo Buiubis ul sAejap

aJamalay] -€ Jo T aseyd SMd
salddoyarig/embijeyisniy

paredionue ueyy

10 € 8seyd SMa IUs|yeews]

diN

SuoljelAsp Uo Juswwod

100.e)
8T02¢/.T0Z pauueld 190.e)
/paisnipe o} 8T/.T0Z paisnipy
JuswiaAaIyde [enloy

8T0¢/L10¢
10} 19611 pauue|d
woJj uoneinag

ue|d aouewlopad
fenuue 8T/.T0¢ paisn

8T/L10¢ 10612}
10} JUBWAABIYdR pauue|d

wJL-pInN 8T02/.T02 juswiasiyoe Jojeaipul

fenoe /T/ aouewlopad
ue|d asuewlouad
renuue paysiignd 8T/.T0Z

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

uoneluawa|dwi
ayl yum paadoid 10U pINOI
VI 3yl Jinsal e se pue 8T0C
Arenuer ui pandxa sey 10afoid
siyl jo uoneuswadwi a8yl
1o} v1IS 8yl - g Jo ¢ eseyd
MLMM Inojeg jo Buipeibdn

Sluawaalfy [aAa7 92IAIBS
jo renoudde ul sAejpp Ag
pasned dSd ayi Ag 1010e1ju0D
Jo suwnuiodde ur sAejpg -z
jo T ®8seyd sSmg 8abueqis

diN

papuadsns si Aipug
fuipes] Jerepn SAMA wiodl
SJ010e/JU0d 3J2IN0S 0] uoned
-ljdde syl -MIMM Ppieyfen

UM UoNRdNNSU0D
pue |NDS U®aMIBQ SuBW
-abebus ay) yoel 1se -lo1oel
-uod 8y} Jo wawiuiodde ay; ul
sAejap -lamas yng euexepn

‘Buipuny Jualo
-IYNsul-SAgG 19Ny sAepuns

suoleINSp Uo JUsWWo)

196.e)
8T02¢/.10Z pauueld 1961€)
/paisnipe o} 8T/.102 paisn(py
JuswiaAaIyde [enloy

8T0¢/L10¢
10} 1896.1e1 pauue|d
woJj uoneinadg

ue|d aouewlopad
[enuue 81//T0Z paisnipy

8T/.T0C 186.€)
10} JUBWAA3IYde pauueld

uswansiyoe Joyedipul
wIsl-pIN 8T02/L102 ! o reotpul

[enioe /T/9T0Z aouewloyad
ue|d asuewlopad
[enuue paysiiqnd 8T/.T0Z

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

Jeak |elpueuly JuaLInd
ay} ul Buipun; oN -(spuod)
T aseyd MLM UOUSLIBM

Apnis
ssaulpeal uonejuawa|duwi
ay1 uo Japun si 108loid By
‘Buipuny 02 aindas 01 Aljigeul
-T aseyd ssjoyalog Jey aQd

Buipuny-02 a0} spuny sapinoid
0] ?9|qeun sem Aupedidunw
-(spuod) T 8seyd MIMM
uoibuidn /puowij@awe

J1010B1U02 By}
pue y| ayl usamiag saindsip
|lenjoesuod -(seseyd gz 'o'l)
(sejoysaioq) g oseyd pue
(opesbdn suiadid) T aseyd
J21eMPUN0ID)  1IBIASHAM  UBA

ON

paredionue uey Jabuoj 3001
Apmis Anjigisesy -z Jo z eseyd
MLMM Ssew|aq jo Buipelbdn

SUOIBIASP U0 JUBWWOD

196.e)
8T0Z/.T0Z pauueld 196re]
/parsnipe o} 8T/.T0Z paisnipy
WwisAaIyde |enjdy

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/.T0C 106.1e)
10} JuswaAnalyoe pauue|d

uswanalyoe 10Jedlpul
wIsl-pIN 8T0Z/LT0Z ! Y veolpul

femoe /T/9T0Z aourWIoNad
ue|d asuewlopad
[enuue paysiignd 8T/.T0Z

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

Buipuels
-1no si Bunsay Ajuo ‘parajdwod
s| ssalboid eaisAyd -z jo T
aseyd MLIMM Wepiaiswy

dN

109f0ud ayy Bun

-9|dwod ur sAej@p ul pajynsal
agnyelN Joj adods  [euon
-IpPe -\ LMM PelSsuBIew|op
MN

109lo.d

ay1 Bunajdwod ul sAepp ul
pajnsal adods reuonippe -z Jo
T aseyd J1amas yng agnyen
sS4

aouewiopad
Japun 1010eNU0d Ag paloaye
SeMm sjaifere|\ -SMg s|eieren

o3

19w jou 18bre]

SUOITBIASP UO JUBWIWOD

moleq 7’2’ ey
wie)l ul paredipul
Se ddV 8T/.10¢
ay) buunp ddv
3y} WoJj paonpal
sem 19b1e) ay |

¥ Ag 1spun 9 0T
106.1e)
8T02/.T0Z pauueld 1961€)
/parsnipe o} 8T/.102 paisnipy
JUBWAA3IYI®. [enloy

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

ue|d aouewuopad
[enuue 81//T0¢ paisnip

(1 Jopenp
ul pag|dwod
MLM 1UEXOH)

8T/.T0Z 106.1e)
10} JUBWIAA3IYOR pauue|d

uswanalyoe
wiel-pin 810¢/L10¢ ! 1

[enioe /T/9T0Z
ue|d asuew.opuad
[enuue paysiignd 8T/.T0Z

pals|dwod
saseyd 109(oid
ainjonJiselul
MIng reuoibali
|fews Jo JaquinN

Joyeaipul
9oueWIONad

6'€¢C

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

sanedioiunw
ulyum Bopjoeq ayl ssaippe 0}
pappe alom sjosfoid maN :d1 uonoNASUOD Japun
s1o9loid OISM
papasoxa 19b61e 6 £Aq J9n0 16T Juswisnipe oN 6.T Z8T ¥Zv | Ilews jo ssquinN | ZT°€2
spiepuels
pue swJou Jad
se sbopjoeq
soniedio uoneyues
-lunw Aq siepinoid 82IAI8S aedlpels
10 uawjuiodde are7 47 0] paAIas
spjoyasnoy
18w jou 18618 906t Aq 19pun 9¢T S uaunsnlpe oN 659 T 2e0 0T Iy 2T [edni Jo ISqWINN | 2°G¢
reak 1ad
S92IAISS UonelUeS
arenbape
siebue} yum paoejdal
18S 8yl Jo 1uswurene ay) SIUBWANIOS
paladwey swaisAs uonelues
3} 109UU0D 0} BINJONJISENUl [ewo} u swaisAs
ANg Jo oe7 s4 ® ON Boproeq uonenues
1930Nnq Bunsixa
ww loulebiel | 690 LT Aq Jepun €1e8 sunsnipe oN 0cL e 28€ G¢ 869 jolsquinN | T'S¢C

JURIS) 8INONNSRIU| SBIIAISS JBIe
1961e)
8102/.T0Z pauueld 196.1e)

/paisnipe o} 8T/.T0Z paisnlpy
JUSWaA3IYIe [enjoy

8T0¢/LT0C

10} 196.1e) pauueld
woJj uoneinad

SuOljelAsp Uo Juswwod

ue|d asuewiopad
[enuue 8T/.T0Z paisnipy

8T/L10¢C 196.1e)
10§ JUBWAAIYIe pauue|d
wia1-pIN 8T0¢/LT0C

ueld ssuewiopad
fenuue paysiignd 8T/.T102

JusWaABIYOR
[emde /T/9T0¢

aweu awuweibolid qns

Joyeoipul
aouewlopad

c
2
5]
=

c

@
%)
e}

c

®©

—
L
=
Y—

o
4=

c

Q

=
=

@

Q.

[
[a)]
©
o™

[}
ks)
>

Annual Report for 2017/18 Financial Year

02/10/2018 12:38 ‘

PART B_Performance Info Folder.indd 77



PART B | PERFORMANCE INFORMATION

MOI3q ¥7'2°EC
wie)l ul paredipul
Se ddVv 8T/.T0¢

ay) Buunp ddv
3y} Wouj pasnpal
sem 19bue) ay |

pais|dwod
spafoid 410V

paAaiyoe jobie V/N T T au0)sa|Il ON SG YT | Iews joIsqunn | TT'€C
mofq 2’2
wiayl ul payeaipul
se ddVv 8T/.102
ay Buunp ddv
ay) woJj paosnpal
sem 1abue1 ayl uooNIISUOI Japun
s108(04d d10V
pansiyoe jabie] VIN T T T S5 9T | Ifews Jo JaquinN | 0T'€C

“1a1em
/S92IAI9S 9AI28) SaIUNWIWOD
pajoaje eyl ainsua 0} uonad
-W09 10} paxoel) 1sey) alam Jey)
s109(0.d reuonippe alem alay L

papaaoxa jabie]

SUOITBIASP UO JUBWIWOD

/T Aq 1anO

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

almonnselu] Au

Ly

nWwoD parelaladdy
Mo|3q ¥°'2'€¢
wia)l ul paredipul
Se ddV 8T/.10¢
ay1 Buunp ddv
8y} Woly paonpal
sem 1abuel ayL

o¢

196.e)

8T02/.T0Z pauueld
/paisnipe o1

JUSWISASIYOE [endy

100.12)
8T/.T02 paisnipy

ue|d aouewuopad
[enuue 81//T0¢ paisnip

SBUO0IS3|IW ON

8T/LT0¢C
10} JUBWaASIYo®e

WiB-PIIN

196121
pauue|d
8T0¢/L10¢C

ue|d asuew.opuad
[enuue paysiignd 8T/.T0Z

4

JuaWaAaIyoe
fenioe /T/9T0¢

awreu sawweiboid-gns

pais|dwod
s1o9foid DISM
|fews Jo JaquinN

Joyeaipul
9oueWIONad

€Tee

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘saunyuoddo
qol jo uoneald ayy Bunosye
soouinold  Bwos Ul @ousw
-Wwo9 j0u pip uoneuswaldwy

samunuoddo

sanunuoddo

sawwesbold
Bunseniey Jayep
pue JawJie lood
92In0Say ay}
ybnouyy pareald
sanunuoddo

lowloulebiel | qol 9g Aq Jepun qol T1Z wsunsnlpe oN 19 12 e goljoJaquinN | €€
"8T0z Arenuer asn aAnonpo.d
ul pasijeuly sem juswiuiodde pjoyasnoy Jayio
1010BIIU0D 3} Se DM pue DN pue uononpolid
‘d1 03 ‘NZM ul 8duswwod poo} 10} JaTem
jou pip uoneluswaldw| 1saney 0}
pajfeIsul syuey
18w jou 18618 9€0 T Aq Japun 114 swisnipe oN 0S¢ 00SL 108 joldquinN | z'z'e
s109lo4d uonebiu Juswajdwi
0] juawjuiodde l1ojoenuod .
1arem o}
safi.reyo asn Jarem Uo salpisqns $s800€ B0UBYUS
anoidde 0} saueplBUSq WO
sjuawnaop palinbal Buinedal « 01 papoddns
Ajjeroueuly
:ul shejap ay L slawired 1ood
92In0say
1ow jou 1061e] €.z Aq 1epun €eY wawisnlpe oN 60€ 90, LIVT joJequinN | T'C'€

SUOIBIASP U0 JUBWWOD

8T0¢/LT0C
10} 1896.1e1 pauue|d
woJj uoneinaqg

196101

8T0Z/.T0Z pauueld

/parsnipe o}
WaASIYIe [enidy

100.18)
8T/.T0Z paisnipy

ue|d aouewuopad
[enuue 8T/.10¢ paisnipy

8T/LT0¢C
10} JUsWaAaIyoe

WiB-pIN

196121
pauue|d
8T0¢/L10¢C

ue|d asuew.opuad
[enuue paysiignd 8T//T0Z

usWanalyoe
fenoe /T/9T0¢C

loreaipul
souewlouad

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘weq usauez]
ay Buisrel Joj siabrer aouewiopad pauueld
3] 9A3IYOE puB UONONASUOD 92UBWWO0I 0]
a|qissod ag 10u |IM 1 ‘Slurensuod 18bpng 01
anp ‘JonemoH "pajeniul ueaq aAey Buisiel
Aemjids a1 Jo} J010RNIUOD UONONNSUOD B JO
jusuwiuiodde ay) Joy sassadold juawainooid
8yl "02/6T0OZ pue 6T/8TOZ 8Yi Ul payedo|e
1bpng ou yum ‘eek |eoueuy g1//10Z
ayl ur weqg ussuez] ayl jo Buisiey ay)

ylomiau
2InjoNnJIselul 21LOU0ID
aAIsuodsal pue aannadwod

uondNIISU0I Japun syoalosd

Jo} uopedojie jebpng jusinsul SI a1ay L T T ‘JUBIoIJe UY 19 BWO0INO Jarem mel yng Jo JaquinN €
428 3¢ seseyd - (day¥MHO) 1o}

s1abuer aouewlopad pauueld ay) analyoe 01

a|qissod aq Jou alojaIay} ||IM )] “JeaA |eloueuly slomiau

81//10Z @Yl Ul 4 29 3Z seseyd - (dadMyO) aInjonJiseljul JILoU02d uoireyuswa|dwi

10901 uawdojana@ S22iN0Say J1eAN JOAIY aAlsuodsal pue aAnnadwod 10} Apeal s109foid Jayem

sjueyl|0 Jo} uonedoje 186png ou sI a1dyL ¥ 0 ‘JUBIoIJe UY 19 BWO02INO MBI Y[Ng JO JaquinN T€e

uononpal 8y 1o} suoseay

(210z Jequi)des
0} |udy "&°) ddV 8T/.T02
8y} ul paysign
se 87//10¢
10} payoaloid

8T/LTO¢ 10}
1061e] pasinay 8T/L102C

JO SyjuoW XIS 1841}
a1 Ul pansIyay

aouewIouad enuuy

QW0o21NO

Joeoipu|

"MOJa( pale|nge] se paonpal alam aswwelBoid ay) 1o} sioredipul 8T/2T0Z paysiignd ayL

s1ebue) pauue|d 01 sabueyd  v'Z’E€V

“JuaWwdojaAsp ainjonJISeIUIl JO Spasu
ay) yum [eap o) parosduil 8g 0] spaau (SIS [eo1uyoa) aysinbal ay) yim ainonas e “a1) sseoold Juswainoold ay) Jo Aousionss sy “pauueld se pajejdwos aq o}
s108f04d 10} JBPIO Ul PASIWIUIL PUR PaMBIAS] 8 01 Sey SaJepuewl papunjun pue SaANdaIIp JO Jagquinu ay) ‘0s|y "UONONJISUOD Japun uaaq aAey Jey) asoy a1a|dwod
01 6undo pue s1o8loid mau jo uonreluawaldwi ayy Buiddols Jueaw SIY "UoONASUOD JBpun aie eyl s1osfoid aiMonISeIUl JO Jaquinu 8yl pamalnal sey swwelbold
a1 Buipuny arenbapeur Ul pa)NSal 1BY) S|eNIoo. pue Salepuew papuniun ‘sino 186png Agq pasadwey Aja1aAas eije Jslul usaq sey aouewlouad s awwelboid ay) sy

aouewJopad Japun Jo Seale awWo0dIan0 0) ABarens €2y

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

"1eaA [eloueuy 61/81.0Z oY}
Buninp s arep uonajdwod 108loid pasinal ayl
‘aouay uawdinba [eo1199]9 pue [edlueyIaW
JO uoire|elsul ay) Buikejap 1o} pajueliem sind
196pNna £1/910Z Y (SMQ) swayds Jayem
3Iing (noodejobuod) 1uizor ayy ul uona|dwod
10} yoes uo ale sylom [IAID Byl ybBnoyy

Jeak
|eloueuly Jod suoneooje 196png jusionsul
0] anp sAejap paosusauadxa sey awayds
Aiddns Jsyem (QS)) ogeApuleq ejeqes
Buryl oqwe] d O ay: jo aseyd puodas ayl

ylomiau
aInjonJiseljul JILoU02d
aAIsuodsal pue aAnnadwod
‘JUBIoIJe UY 19 BWO02INO

paia|dwod saseyd
109(01d ainonnselul Ying
reuoifai ebaw Jo JaquinN gee

ac
aseyd -dadMmdo Jo) s1ebirer souewlopad
pauueld ay) anslyde 01 d|qissod ag Jou |Im
1 ‘siurensuod 196png 0} anp 92UBWWOD
j0UURD UONONNSUOD Bulpuny jo Aujigejiene
ay) 01 193lgns 2T0Z yaote ul payuiodde sem
JOJOBJIUOD UONONIISUOD Byl Jeak [elpueuly
81/210Z ®@Up Ul az eseud - (dayMyo) 1oslold
wawdoeAeg S82In0say  J9AIY  SIUBlIO
Joj uopeoojie jabpng jusiynsul SI a1ay L

‘weq uasuez|
ay} Buisres 1o} s1abie) aouewlopuad pauueld
3y} 9A3IYde pue UONONIISUOI S2USWWOD O}
a|qissod ag jou [IM ) ‘Surensuod 18bpng
0} anp ‘JonemoH obejs aoueApe ue je aie
1010BJIUOD  UOIONASUOD B JO juswiulodde
ay} Jo} sasseooid juswainooid Byl
‘0¢/6T0C pue GT/8TOC dYl Ul pajedo|e
1ebpng ou uyim ‘yesk |elueuy 8L//1L02
ayl ur wep weyimue|d ay) jo Buisiey ayy
Jo} uonedo|e 16png jusOIYNSUl S| dlaYy L

uonoNpal 8y 1o} suoseay

1061e] pasinay

(210z Jequildes
0} [udy 871) ddV 8T/.T02
8y ul paysiignd
8T/LT0C Se 8T/LT0¢ awooINO

JO syjuowW Xis 3sliy 1o} pajosloid
3y Ul paAaIydy

aouewIouad enuuy

Joyeoipu|

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘Aemuapun
S| 1010B.U0D Mau e Julodde 01 ssadoud e pue
pareuiwla) sem 1oeu02 Buisixa ayl asnesaq
sAejop pasualladxa sey TSOM\ UHON ayl
ur T aseyd spg nopey jo uonaidwod ayl

"2 10 T aseyd S/\g 0J010%9S
efiawely ayl Jo} Jaauibus mau e julodde 0}
pasu ay} pue (g jo | aseyd SANG 9SINON
pue G| 0} 2 @seyd SMg sunyinyyes ‘o)
S92IAISS JBUI0 pue S[eualew Jo juswsalinooid
8y} ul sAejep o} anp Jeak [epueul 61/8102
ayl 01 paAejep usaq sey ododuwry ul
spoloid (g) oaiyy Jjo uonsdwod syl

‘pasijeuly Usaq jou sey Buipuny-0o se
‘a|npayas puiyaq si199loid spng saiddoyaug
/emBieyns|\ 8yl ‘pasiieuly usaq jou sey
Apnis Aujiqisesy ayy se ‘Aejap e Buiousuadxa
SI SMg lus|yefews sy ‘BOUERWNAN Ul

“Jom Jo adoas jualind
8y} Jo uona|dwod 8y} J0} MOj[e 0} Suoledo|e
Buipuny juaiolNSUl paAlgdal aAeY f J8)sn|D
pue 9 Jaisn|) ‘eqwelpN ‘eloyxX Ajpweu
spoloid () Jnoy ‘B0e) UIoIseg ayl Uuj

9T

9¢

sylomiau
2INnjoNJiseljul JILoU02d
aAlsuodsal pue aannadwod
‘JUBIoIJe UY 19 BWO02INO

paja|dwod
saseyd 1098(oid ainjoniseul
3Ing reuoibal abie| Jo JaquinN 12

‘lons| [eanijod e Je paje[edass lepew ay}
pue paysi|qeisa ale swnioy Japjoyaxels ‘siyl
arebiiw 0] ‘slayew pare|al Inoge| uo sisalun
Aunwwod 01 Buimo sAejap pasuaniadxa osfe
sey (MLMAM) SHIOM juswiess) Joyemaisem
Buaxogas ay: Jo T aseyd jo uonajdwod ay |

uononpal 8y 1o} suoseay

8T/LT0C 10}
1061e)] pasinay

(210z Jequildes
0} |udy "o°1)

8T/LT0C
JO SyjuoW XIS 141}
3} Ul PaAdILIY

aouewIouad enuuy

ddV 8T/L10¢

8L ul payslign
se 8T/.10¢
10} payoaloid

d

aWod1NO

J1o1e01pu|

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

awuwelbold uoneaipels 18x40Nq
ay) 1o} Aed 01 pasnuondal usaq sey 18bpng ay L

GG

slomiau

2INjonJise.yul dIWOU0Id
anisuodsal pue aannadwod
‘JUBIOIYS UY 19 BWOJINO

uondNASU0d
Japun s109foid swweliboid
ainjonaselul Anunwwo)
paYeIa|992Yy |[ews Jo JaquinN

oT'ee

‘sAejap juswabeuew
ureyo Ajddns oy enp [eoueul 61/8L0Z 8U
0] paAejap uaaq sey ade) UIaIS9/M ayl ul
MLMM epsniid ay) Jo aseyd puodas ayl

‘pasijeul usaq
10U Sey J0JJeJIU0I [BJ1II3]8 pUE [edlueydaw
ay) Jo jusupuiodde ayr se pakelsp uaaq
sey MLMM J121s0 8y} ‘TSR JHION ayr Ul «

"19RJ1U09 By}
Jo uonesieul} ay) Ui sAejep pey g jo | eseyd
SMg abueqis ay] ‘saseyd ay} jo uonajdwod
au) pajoaye ¢z Jo z aseyd M LMM Inojjeg Joy
subisap ay) pue g Jo g aseyd A LAMMM Sewjaa
Jo} Apnmis ssaulpeas uoneluswaldwi ay) Jo
uonesijeul 8y} Ul sAejop ay) ‘ebueewnadpy u| «

‘AloAnoadsal sAejap UoN2aUUOD WOoXST pue
Buipuny pajwi| s1 818y} se pekejep aie (SAG
SIEMOUO\) UOLSEZ /PIOYNWS  /B]|IAXNOY
pue SMg sjadojams ] 8y} ‘BTeIS 981 syl U]«

‘payeme a1am InogeT jo Juswpedag
By} woJj sywiad se J1agoidQ Ul 92UaWWod 0}
paioadxa siiom Ane ul pajuiodde 10joeuod
M3U B pue pajeulwia) Sem SMG sueyukary
sawrer ay) Joj 10enuod ayl -adoas 109foid
ay) a)9|dwod 0} Jeak |epueuly Jad uoieoo|e
Buipuny jusonsul  sey 1osfoud  JaArY
shepung sy “Ajedioiuniy Jouisiq IUBH SUYD
Jo sassadoid jswsainooid ayr Aq pakejap
uaaq sey Alddns Jarepn punois BingajppIN
jo uonadwod ayl ‘@de) uJialseg ayl U]

uononpal 8y 1o} suoseay

0T T

(210z Jequildes
0} |udy "o°1)

ddV 8T/L10¢

8L ul payslign
se 8T/.10¢
10} payoaloid

8T/LTO¢ 10}
1061e)] pasinay 8T/L10C
JO syjuow Xis jsuiy

ay) Ul panaIyaY

aouewIouad enuuy

(74

d

siomiau
2InjonJiseljul JILoU02d
aAIsuodsal pue aAnnadwod
‘JULIoIJe UY 19 BWO02INO

aWod1NO

paia|dwod saseyd
109(01d ainonnselul Yng
[euoiBal |jews Jo JlaquinN

J1o1e01pu|

6€¢

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



‘SluresIsuod
196png 01 anp 8ouBWWOI Jouued Az da4MHO
pue weq welimued ayr jo Buisies ay) ‘weq
uaauez] ay) jo Buisrel ay) Jo UORINIISUOD Teyl
S| uononpal ay) Joj uoseal ayl ‘009 0} 008Z
woJj paonpal aq 01 sey ,s1oaloid ainonnselul
Bunuawsadwi ybnouyl pareasd saniunuoddo

ymolb anisnjoul
ybnouyy wawAodwa

s100loid
aimonaselul Bunuawajdwi
ybnouyy pareald

gol jo Jaquinp, Joyedlpur ayy Joj 1961er Byl 009 19V 008 ¢ w808 ¥ swoanQO |  ssnunuoddo qol jo JequinN | T'v'E
€IT — suopeladQ udByinos -
pue gg — suoneladQ UIBYLON
‘60T — suoneladQ uisiseq .
‘62T —  suonesado [enuad
. (dAY)
:SMOJ|0} Se SI umopyealg "8T//T0Z Ul (ovGJ03n0 22 "071) ue|d souruaurew paubie
uonajdwod Joy pajablel s1oaloid jo Jaquinu ayl dINV ay1 Jad se pals|dwod
Ul asealdap e ul pajynsal sey Buisnuoud syl 06€ %EL oS V/N s1o09foid jo abeiuasiad Ve
sylomiau
ainjonJiseljul JILOU0Id pala|dwoo syosloid
sfeniooe anIsuodsal pue annadwod | juel ainNoniselu| SadIAIRS
ayy 10} Aed 01 pasnuoudal usaq sey 19bpng ay L 0g 0 N4 JUBIOIYS UY 19 BWOINO J9YeAN |lews Jo JaquinN | €T°€2
siomiau pare|dwod
MLMM J0 UBWIYSIgIN}al 8yl Ul PAAJOAUI aInjonJiseljul JILoU0Id s109l04d awwelboid
ss220.4d Buo| 0] anp paia|dwod aq 10U [|IM JaTeA anisuodsal pue aannadwod ainonaselul Anunwwo)
aznyre|yiN Aq pajuswseidwi syalfoid omi ayl T 0 [l ‘JUBIoIJe UY 19 BWO02INO parela|90dy Jo laquinN | TT'€2

8T/LT0C 10}
1061e)] pasinay

uononpal 8y 1o} suoseay

PART B | PERFORMANCE INFORMATION

(210z Jequildes
0} |udy "o°1)

ddV 8T/.T0Z
8y ul paysiignd
se 8T//T0¢
10} payoaloid

8T/LT0C
JO SyjuoW XIS 141}
3} Ul PaAdILIY

aouewIouad enuuy

aWod1NO

J1o1e01pu|

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

‘uoiod anuaAal 8y} sapnjoxa junowe uloneldoidde euly ay] -Buipel] Jaiep) 8yl Ag Juads sem pue Jeah |eipueuly g1// 1.0z @Y} Buunp Buipes] Jajep) ay) 0} paliajsuel)
AlIny sem uol|jiw €/ | ¥ 0} Bununowe uonedsoje snasy ay] ‘anuaaal Buipes] Js}ep\ Y} pue snasly ayj wouy papuny Ajied osje si swwelbold-gns s821n0say J8}e) Jo uoiesadQ 8yl

.COEOQ 9NUaAal

3y} sapnjoxa junowe uiofeldoidde [eul sy “YAGOM 104 Uol|jiw 96 LY JO Junowe ue Buipn|oxa JeaA |eioueul g1// 10 @4} Buunp Buipel] Jajepn 8y) O} SNOSl) Y} WOy paJIdjsuel)
SEM UOI[|Iq 60/°| ¥ 10 Junowe uy ‘anuanal Buipel] JaJep\ Yl pue snosl 8y} wolj papuny Ajued sem swwelboid-gns Juswabeuely pue juswdojaasq alnjoniselu| o1681ens ay] ¢

128°128 TLL'S28°LL AL WhZ NN (ov2z81) 201'v06°C1 96€e'12LTL rexoL
mEE.m\_@o\_n_ alnjonuiselju|

896 O 656 LET 106 8.7 761 0T 815 09¢ ZreT.E Aunwwo) psress|gody
el

LG L. ¥8T 6EV ¥ G69 0LS ¥ (096 6¥2) €22 ¥8E ¥ €9Z VET ¥ aInjonJiselyu| SadIAISS Jare
el

G8Y 667 ¥196/G G 651 G209 (8vz ) 1961169 6L£90G 9 ainjonuiselyul ing reuolbiay
9S92IN0Svy

0 000'€LT 000'€LT 0 000'G9} 000°G9} 1318/ JO UoneIsdO
Juawabeuep

pue juswdojanag

106'602 G/6'66%'L T88'60.L'T 899'T9 6.'28V'T 29V vpS°L aimonaselu| oibsrens

EE_ncmaxm

Jspun/(18nQ)

8T/LT0¢C

uoneldoiddy jeui4

m._B_u:m.me_
Japun/(4anQ)

awreu swwrelboid -gns

alnypuadxa swwelboid-gns €€V

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART B | PERFORMANCE INFORMATION

4.4  Programme 4: Water Sector Regulation
The programme is responsible to ensure the provision of sustainable water and dignified sanitation services,

including implementation support and advocacy to support household health and dignity.

4.4.1 Sub-programmes

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

Economic and Social Regulation ensures that pricing is efficient, equitable and cost reflective to protect
the interests of consumers and the sector through the provision of sustainable water resources and water
services.

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

Water Supply Services and Sanitation Regulation regulates the provision of drinking water and the
management of wastewater.

Compliance Monitoring and Enforcement coordinates and monitors compliance to value chain standards,
licence conditions and regulations for the water sector and enforces compliance with licence conditions. This

includes the management of mine water in South Africa, with specific emphasis on acid mine management.

Institutional Oversight provides institutional governance and oversight of all water institutions, and
facilitates their establishment and development.
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6 CONDITIONAL GRANTS

6.1 Conditional grants and earmarked funds paid

The table below describes each of the conditional grants and earmarked funds paid by the department.

Conditional Grant 6.1.1: Regional Bulk Infrastructure Grant (Schedule 5B)

Department/ Municipality Various municipalities (see Annexure)
to whom the grant has
been transferred

Purpose of the grant * To develop new, refurbish, upgrade and replace ageing water and waste water
infrastructure of regional significance 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

» Implementation of regional Water Conservation and Water Demand Management
(WC/WDM) projects or facilitate and contribute to the implementation of local WC/
WDM projects that will directly impact on bulk infrastructure requirements

Expected outputs of the » 15 regional bulk project phases initiated
grant » 0 of project phase phases completed

* 13 000 households benefitting from completed project phases
» 12 district municipalities benefitting

* 150 of job opportunities created

Actual outputs achieved » 11 of regional bulk project phases initiated

« 0 of project phases completed

* 12 447 households benefitting from completed project phases
« 11 district municipalities benefitting

* 663 job opportunities created

Amount per amended 1865 000

DORA (R'000)

Amount transferred 1829 002

(R’000)

Reasons if amount as per | Funds were not transferred to 3 municipalities (namely Cederberg LM, Umzinyathi DM

DORA not transferred & Witzenberg LM) due to cash flow constraints the Department faced with during the
month of March 2018

Amount spent by the 911 316

municipalities (R'000)

Reasons for the funds Municipalities are still implementing project until end of June (i.e. the end of the

unspent by the entity municipal financial year)

Monitoring mechanism by | Site visits, performance evaluation, monthly, quarterly reporting in line with Division of
the transferring department | Revenue
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Conditional Grant 6.1.2: Water Services Infrastructure Grant (Schedule 5B)

Department/ Municipality to whom
the grant has been transferred

Various municipalities (see Annexure)

Purpose of the grant

» To facilitate the planning and implementation of various water and sanitation
projects to accelerate backlog reduction and improve the sustainability of
services in prioritised district municipalities, especially in rural municipalities

» Provide interim, intermediate water supply that ensure provision of services
to identified and prioritised communities, including through spring protection,
drilling, testing and equipping of boreholes.

* Provide on-site sanitation solutions

» To support drought relief projects in affected municipalities

Expected outputs of the grant

Number of households provided with water and sanitation through

* reticulated water supply,

+ on site sanitation,

+ source identification,

+ water conservation/ water demand management provisioning

Number of households reached by health and hygiene awareness and end user
education

Number of job opportunities created

Actual outputs achieved

» 14 922 of households provided with water and sanitation through

reticulated water supply,
on site sanitation,
source identification,

water conservation/ water demand management provisioning

* 0 households reached by health and hygiene awareness and end user
education

* 34 job opportunities created

Amount per amended DORA

3329 464

Amount transferred (R'000)

3305 237

Reasons if amount as per DORA
not transferred

Due to cash flow constraints facing the Department during the month of March
2018

Amount spent by the municipalities
(R’000)

3305 237

Reasons for the funds unspent by
the entity

Municipalities are still implementing project until end of June (i.e. the end of the
municipal financial year)

Monitoring mechanism by the
transferring department

Site visits, performance evaluation, monthly, quarterly reporting in line with
Division of Revenue
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6.2 Conditional grants and earmarked funds received

The tables below details the conditional grants and ear marked funds received during for the period
1 April 2017to 31 March 2018.

Conditional Grant 6.2.1: Regional Bulk Infrastructure Grant (Schedule 6B)

Purpose of the grant » To develop new, refurbish, upgrade and replace ageing water and waste
water infrastructure of regional significance 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

* Implementation of regional Water Conservation and Water Demand
Management (WC/WDM) projects or facilitate and contribute to the
implementation of local WC/WDM projects that will directly impact on bulk
infrastructure requirements

Expected outputs of the grant = 91 of regional bulk project phases initiated
* 26 project phases completed
« 180 425 households benefitting from completed project phases

20 district municipalities benefitting

Actual outputs achieved » 78 of regional bulk project phases initiated
» 11 project phases completed
* 132 094 households benefitting from completed project phases

« 8 district municipalities benefitting
Amount per amended DORA 2973 539

Amount transferred (R’000) N/A

Reasons if amount as per DORA not N/A
transferred

Amount spent by the department 2 454 957
(R’000)

Reasons for the funds unspent by the | Due to cash flow constraints facing the Department during the month of

Department March 2018
Monitoring mechanism by the Site visits, performance evaluation, monthly, quarterly reporting in line with
transferring department Division of Revenue
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Conditional Grant 6.2.2: Water Services Infrastructure Grant (Schedule 6B)

Purpose of the grant

To facilitate the planning and implementation of various water and sanitation
projects to accelerate backlog reduction and improve the sustainability of services in
prioritised district municipalities, especially in rural municipalities

Provide interim, intermediate water supply that ensure provision of services to
identified and prioritised communities, including through spring protection, drilling,
testing and equipping of boreholes

Provide on-site sanitation solutions

To support drought relief projects in affected municipalities

Expected outputs of the
grant

Number of households provided with water and sanitation through

« reticulated water supply,

* on site sanitation,

+ source identification,

» water conservation/ water demand management provisioning

Number of households reached by health and hygiene awareness and end user
education

Number of job opportunities created

Actual outputs achieved

8 313 of households provided with water and sanitation through

* reticulated water supply,

* on site sanitation,

» source identification,

» water conservation/ water demand management provisioning

0 households reached by health and hygiene awareness and end user education

0 job opportunities created

Amount per amended 852 055
DORA (R'000)

Amount transferred (R'000) | N/A
Reasons if amount as per N/A
DORA not transferred

Amount spent by the 819 416
Department (R'000)

Reasons for the funds
unspent by the Department

Due to cash flow constraints facing the Department during the month of March 2018

Monitoring mechanism by
the transferring department

Site visits, performance evaluation, monthly, quarterly reporting in line with Division of
Revenue

7 DONOR FUNDS

There were donor funds received during the period under review.
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1 INTRODUCTION

The commitment by the Department to maintain the highest standards of governance is fundamental to the
management of public funds. This section reviews the Department’s responsibilities and practices, policies
and procedures to assess if the strategic direction ensured that the objectives were achieved, risks were
managed and resources were used responsibly and with accountability. In other words, this section will
look into the Department’s performance (i.e. the ability to deliver services), conformance (i.e. how the legal
requirements were met) and community expectations (i.e. Parliamentary committees).

2 RISK MANAGEMENT

The Department has an approved risk management framework, policy and strategy which guide the risk
management process. The Department’s Executive Risk Committee (ERC) provides oversight of risk and
the organisation’s control environment whilst the Audit Committee provides independent oversight of the
organisations risks.

The Department’'s approach to risk management is based on established governance processes and
relies on both individual responsibility and collective oversight, supported by comprehensive reporting.
Acknowledging the complex and changing risk environment, continuous risk assessments are conducted
to identify any emerging risks that could negatively impact on the organisation achieving its objectives. The
Department continues to re-evaluate its risk processes to ensure continuous improvement.

Through the ERC as well as the Audit Committee assurance was provided that the organisation 37 strategic
risks were being mitigated. Despite the challenging environment the organisation found itself in, exacerbated
by the recent devastating drought, the organisation was able to reduce the residual risk rating for some of
these risks.

However, much work still needs to be done to further strengthen the control environment, especially in the
area of project management, irregular, fruitless, wasteful and unauthorised expenditure. The water debt
owed by water boards and municipalities and the serious constraint this poses to the department is an area
of concern. The oversight of Implementing Agents still poses a serious challenge to the organisation.

In improving its risk management capability the organisation will soon be appointing an independent person
as Chairperson of the Executive Risk Management thereby holding management more accountable for the
management of their risks.

3 FRAUD AND CORRUPTION

During the risk assessment process, the Department has also considered its fraud risks exposure. In an
attempt to minimise and to ensure their subsequent elimination, the Department put various measures in
place. The Department has adopted zero tolerance to fraud and corruption and has approved a fraud policy
as well as an anti-corruption and fraud prevention plan.

In its fraud policy, the Department subscribes to the Protected Disclosure Act. This means employees who
have reported incidents of fraud and corruption are protected from any form of occupational detriment.

The anti-corruption and fraud prevention plan is an overall plan that sets out how the Department will reduce
fraud and corruption. It sets out the activities that the Department will carry out to limit or eliminate the
exposure of corruption and fraud. This was implemented during the financial year and is reviewed annually.

Awareness sessions on fraud and corruption were conducted throughout the Department to ensure that the

officials are kept abreast of different ways in which the Department could be exposed to the risk of fraud and
corruption and to deter officials from engaging is fraud and corrupt activities. The awareness sessions are
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targeted at new officials during their induction programme and existing officials throughout the Department
(including the Regions and Clusters). These workshops are aimed at increasing vigilance of the officials.

The Department uses internal and external sources for identifying incidents of fraud and corruption. The
external source is mainly the National Anti-Corruption Hotline (NACH), coordinated by the Public Service
Commission (PSC) to ensure that all cases of fraud and corruption are reported centrally and redirected to
the Department for investigation. Feedback is then provided to the Public Service Commission on how the
reported matters have been handled.

The internal source is mainly through the officials reporting the incidents of fraud and corruption to the
Office of the Director-General (ODG). Subsequent to the DG’s approval, the Department’s Forensic
Investigation Unit located within Internal Audit investigates and issues reports to the DG to implement the
recommendations as well as the DWS Audit Committee for noting and subsequent monitoring.

The Department's Forensic Investigations Unit remains independent, free of bias and aspires to remain
free of any kind of influence. All managers are responsible for the detection and prevention of fraud and
corruption.

4 MINIMISING CONFLICT OF INTEREST

The Public Service Code of Conduct sets standards for ethical conduct in the Public Service and is
supported by the Financial Disclosure Framework that requires senior officials to declare their financial
interests annually.

For the 2017/2018 financial year all Senior Management Service (SMS) members disclosed their financial
interests, with the department achieving 100% compliance in the submission of financial disclosures. This
is the fourth consecutive financial year that the department has achieved 100% submission by senior
managers.

5 HEALTH SAFETY AND ENVIRONMENTAL ISSUES

As required by the Section 19 of the Occupational Health and Safety (OHS) Act, the Department has
established a Committee that meets and review health and safety issues on a quarterly basis. The work of
the committee is supported by safety officers who are appointed in all departmental offices to ensure the
implementation of the OHS policy in the various areas of work. The officers undertake periodic inspections
and report to the OHS Committee, which are also submitted to Top Management for discussion and approval
of recommendations.

Safety policies on Personal Protective Equipment, OHS and Smoking were reviewed in 2016/17 and are
scheduled for review in 2018/19, together with the OHS Strategic Plan. For the year under review, 57
employees required basic medical attention, with the Department achieving zero deaths on duty. To minimise
incidents of injury on duty, officers receive regular training and awareness campaigns are carried out across
the Department, with special focus on employees engaged in construction and infrastructure maintenance.

6 PORTFOLIO COMMITTEES

The Constitution prescribes Parliament as the legislative (law making) arm of the South African state with the
National Executive and the Judiciary system as the other two (2) arms of the trias politica. As the legislative
arm, Parliament’s role therefore is to pass laws and hold the Executive accountable for the implementation
of those laws which are aimed at providing the delivery of services to the citizens of the country.
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There are two (2) Houses of Parliament namely the National Assembly (NA) and the National Council of
Provinces (NCOP). The National Assembly represents the people by providing a national forum for public
consideration of issues, passing legislation, scrutinising and overseeing executive action. The NCOP
participates in the legislative process to ensure that the provincial interests are taken into account.

Committees are Parliament’s engine rooms that seek to inter alia monitor and oversee the work of
government departments and hold them accountable. In addition, they oversee the accounts of national
government departments and state institutions whilst also examining specific matters of public interest.

During the period under review, the Department had a total of fifty four (54) interactions with Parliamentary
Committees of which

» Forty four (44) were with NA Committees;
*  Two (2) were with NCOP Committees; and

» Eight (8) were oversight visits from both the NA and NCOP committees.

The matters raised by the Parliamentary Committees can be placed into three (3) categories namely the
Department’s performance (e.g. quarterly and annual performance reports), conformance (e.g. water and
sanitation bulk raw water tariffs, tabling of the Department’s and its entities’ annual reports, compliance with
30 day payment) and community expectations (e.g. institutional reform and realignment of the sector, bucket
eradication programme, drought interventions, water supply and water quality issues).
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7 SCOPA RESOLUTIONS

There were no SCOPA resolutions for the period under review.

8 PRIOR MODIFICATIONS TO AUDIT REPORTS

Nature of qualification,

disclaimer, adverse opinion

and matters of non-
compliance

part

Financial
year in which
it first arose

of Water and Sanitation

Progress made in clearing / resolving the matter

Irregular expenditure 2016/17 Workshops were conducted with implementing agents (IAs) as an
effort to prevent and minimise its recurrence at 1A level.

Fruitless and wasteful 2016/17 The process to review fruitless and wasteful expenditure is in progress
expenditure and an amount of R54 million was resolved and cleared during the
2017/18 financial year.

Material uncertainty related | 2016/17 A turnaround strategy is being developed to bring financial stability to

to going concern / financial the Department.

sustainability

Restatement of 2016/17 The Department introduced monthly financial statements during the

corresponding figures 2017/18 financial year. These mainly enforce on-going reconciliations
and the review of financial transactions to ensure the accuracy of

Financial statements and 2016/17 disclosed |nformat_|on. In addition, que_uterly _and annua_l _ financial

annual reports statgments are reviewed by Ir]ternal Audltor.s prior to submitting to the
National Treasury and the Office of the Auditor General.

Accruals and payables not 2016/17 The Department implemented monthly engagements during the
recognised 2017/18 financial year between the finance and project office to
streamline processes.

A review of 2017/18 payments was also performed to adjust the
2016/2017 figures.

An accrual policy has been developed and is in process of being
approved.

A standard operating procedure for accruals is being used to enforce
the centralisation of receiving invoices.

Unauthorised expenditure 2016/17 The Department implements budget and expenditure monitoring and
reporting to prevent unauthorised expenditure of the vote, main division
of the vote and economic classification.

Budgets 2016/17 This entails preparing in-year budget and expenditure monitoring

reports for the National Treasury and the Executive Authority. These
reports are also presented to Top Management, Finance, Audit and
Risk Management Committees and any other governance structures
of the Department.

There are regular engagements on budget and expenditure issues at
operational level to ensure compliance with inter alia allocation codes,
confirmation of funds, etc.

Annual Report for 2017/18 Financial Year
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Nature of qualification,
disclaimer, adverse opinion

Financial
year in which Progress made in clearing / resolving the matter

and matters of non- o
it first arose

compliance

Expenditure management 2016/17 Irregular, fruitless and wasteful expenditure are reported monthly in line
with the approved Standard Operating Procedures/ Financial Circulars.

Procurement and contract 2016/17 A circular was sent to I1As outlining the SCM processes to follow when
management procuring the services utilising the Department’s budget. SCM also
conducted workshops with the 1As to communicate and discuss the
implementation of this circular.

Transfers and Subsidies 2016/17 A circular will be issued to all stakeholders regarding the submission
and reporting requirements of the Division of Revenue Act (DoRA)
conditional grants.

Water Trading Entity

Property, plant and 2015/16 In 2015/16, WTE did not adequately review the useful lives of Property,
equipment Plant and Equipment, some items of Property, Plant and Equipment
were recorded in the AFS but their existence was not verified. As a
result, the net carrying value of Property Plant and Equipment and
depreciation and amortization and impairment stated at R76 531 035
000 and R 1 882 751 000 respectively could not be determined by
AGSA. This matter was cleared during the 2016/17 financial year.

Financial liabilities 2015/16 A workshop of DWS management and TCTA was conducted to ensure
full understanding of the models and rates used. The reconciliations of
TCTA liability were done and necessary prior year adjustments to clear
the understatement of R1,5 billion financial liabilities were done.

Material uncertainty related | 2016/17 A turnaround strategy is being developed to bring financial stability to
to going concern / financial the Department.
sustainability

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation
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9 INTERNAL CONTROL UNIT

The Internal Control within the Independent Assurance Unit performed activities that were in its Annual
Performance Plan for the financial year ended 31 March 2018. The activities during the period under review
are summarised below:

Compliance Reviews

Compliance reviews were conducted on some of internal controls that were implemented by the Department
to ensure that they comply with the applicable prescripts and are adequately designed and functioning
effectively as intended.

Follow-up on forensic report recommendations

All the reports that were issued by Forensic and Performance Audit Unit were followed up to ensure that the
recommendations of those reports are implemented on time to avoid any further negative implications on
the Department.

Follow-up on Audit recommendations

All the audit recommendation that were issued has been implemented to ensure that all identified internal
control deficiencies and weaknesses are dressed. The implementation of these recommendations has
ensured that the controls of identified weakness have been corrected. This should have benefitted the
Department by resulting in the efficient and effective controls within the Department that are aligned to the
achievement of departmental objectives.

Verification of projects

The verification of projects were performed to keep track of the progress of the projects against the milestones
as per the project plan and also challenges that may hamper the projects from been completed on time.

Analysis of business processes

The analysis was performed to align the operations through identification of interrelated functions and
elimination of duplications within department, thus channelling the resources to areas where they are
needed the most.

Performing awareness workshops throughout the Department

Awareness workshops on risk, fraud and corruption were conducted throughout the Department to ensure
that the officials are kept abreast of different ways in which the Department could be exposed to fraud
and corruption. The workshops were conducted on new officials who joined the Department during their
induction programme and on existing officials throughout the Department including the regions.

On ad hoc basis the Head of the Independent Assurance Unit had requested Internal Control Unit to perform
the following functions for the financial year ended 31 March 2017:

Forensic Investigation

The Internal Control Unit provided support to Forensic and Performance Audit Unit by undertaking an
investigation on matters that were reported to Public Service Commissions. Forensic and Performance
Audit Unit was experiencing a backlog on the cases reported due to staff shortage.
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Asset Verification

The Department was experiencing problems with regard to the accuracy and completeness of the assets
register staff shortage as a result of implementation of the moratorium. The accuracy and completeness of
the asset register was critical to avoid the qualified audit opinion in this area.

Project Management

The progress on projects around the Vaal System was not satisfactorily. The Director-General instructed the
Head of Independent Assurance Unit to manage those projects with unsatisfactory results. The Head of the
Unit requested the Internal Control Unit to manage the projects.

10 INTERNAL AUDIT AND AUDIT COMMITTEES

Internal Audit

Internal Audit (IA) provides an 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.

The Department’s Chief Directorate: Internal Audit serves both the Main Exchequer Account and the Water
Trading Entity and its activities include the assessing and evaluating:

» The reliability 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.
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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

The structure review process that was launched in the 2015/16 financial year continued in the financial year
under review. Although significant progress had been made towards finalising the review, the process was
not yet completed by 31 March 2018. Having considered the work that had already been done on the review
process, the new Minister has initiated some additional amendments to the macro organisational structure.
An interim operational structure has been adopted in the meantime pending the finalisation of the complete
organisational structure.

During the period under review the department had 6911 posts filled out of a total of 7946 posts with a
vacancy rate of 13.00% by the end of the financial year. This represents a reduction in the vacancy rate of
3%. In addition to permanent filled posts, the department also employed a total of 1054 employees additional
to the staff establishment. The majority of these employees are employed as graduate trainees, candidate
engineers and scientists as well as contract employees who work within the Water Use License Authorisation
Unit. The main reason for the slightly higher than planned vacancy rate was as a result of the anticipated
budget cuts on employee compensation for the 2018/19 financial year. Some of the posts that were initially
earmarked for filling in the 2017/18 financial year had to be placed on hold pending a reprioritisation of critical
posts in line with the budget allocations. During the period under review, only critical posts were identified for
filling in line with the budget allocation.

The Learning Academy managed to place 51 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 2353 employees benefitted from training and
development interventions. In addition to the normal generic training and development interventions, Project
Khaedu has since been revived by the National School of Government, and some of the department’s senior
and middle managers have been benefiting from this programme that is aimed at empowering them through
various processes of learning reinforcement and practice to bring about change within their own areas of
operational control.

The female representation at Senior Management level has remained the same with a slight decrease as
compared to the previous year (57% on 31 March 2017), as compared to 46.33% as at 31 March 2018.
The current vacancies that are being filled within the department should improve female representation by
March 2019. With regard to the employment of persons with disabilities, the department recorded a slight
decrease from 1.16% as at 31 March 2017 to 1.02% as at 31 March 2018. Special focus will have to be given
to moving closer towards the 2% target in the following financial year.

The following HR related policies were tabled for consultation with organised labour in the Departmental
Bargaining Chamber (DBC):

* Human Resource Development Policy.
» Performance Management and Development Palicy.

* Bursary Policy

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART D | HUMAN RESOURCE MANAGEMENT

It is anticipated that the aforementioned policies will be finalised, approved and implemented within the
2018/19 financial year. The employer and organised labour also entered into a collective agreement in the
DBC regarding the involvement of union representatives as observers during the selection stages in the
filling of posts.

As a second phase of migrating employees attached to the Water Trading Entity (WTE) from the
SAP system back to the Persal system, an additional 977 employees were migrated with effect from
1 March 2018. This decision came as a result of some challenges on the management of the payroll and
reporting on the SAP system.
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3 HUMAN RESOURCES OVERSIGHT STATISTICS

3.1 Personnel related expenditure

Table 3.1.1 Personnel expenditure by programme for the period 1 April 2017 to

BLMAICH 2018 ...ttt 127
Table 3.1.2 Personnel costs by salary band for the period 1 April 2017 and 31 March 2018......... 127
Table 3.1.3 Salaries, Overtime, Home Owners Allowance and Medical Aid by programme for
the period 1 April 2017 and 31 March 2018.........cccuuiiiiiiiie e 128
Table 3.1.4 Salaries, Overtime, Home Owners Allowance and Medical Aid by salary band for
the period 1 April 2017 and 31 March 2018.........ccuiiiiiiiieiiie et 128

3.2  Employment and vacancies

Table 3.2.1 Employment and vacancies by programme as on 31 March 2018 ............ccccccovveeenneen. 129
Table 3.2.2 Employment and vacancies by salary band as on 31 March 2018 ...........ccccccceevurenee. 129
Table 3.2.3 Employment and vacancies by critical occupations as on 31 March 2018 .................. 130

3.3  Filling of SMS posts

Table 3.3.1 SMS post information as on 31 March 2018..........cc.eeeiiiiiiiiiiieiiee e 134
Table 3.3.2 SMS post information as on 30 September 2017 ..o 134
Table 3.3.3 Advertising and filling of SMS posts for the period 1 April 2017 and

BLIMAICH 2008 ...ttt 135

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 2017 @and 31 March 2018.......ccueeiiieiiieiie ittt eebeeen 136
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 2017 and 31 March 2018..............c......... 136

34 Job evaluation

Table 3.4.1 Job Evaluation by Salary band for the period 1 April 2017 and 31 March 2018 .......... 137
Table 3.4.2 Profile of employees whose positions were upgraded due to their posts being

upgraded for the period 1 April 2017 and 31 March 2018 ..........ccoouiiiiiiiieiiiie e 138
Table 3.4.3 Employees with salary levels higher than those determined by job evaluation by

occupation for the period 1 April 2017 and 31 March 2018..........ccccovveeiiiieeeiiee e 138
Table 3.4.4 Profile of employees who have salary levels higher than those determined by job

evaluation for the period 1 April 2017 and 31 March 2018...........cooiiiiiiiiiiiiiieeee e 138

3.5 Employment changes

Table 3.5.1 Annual turnover rates by salary band for the period 1 April 2017 and

BLMAICH 2018 ...t bbbttt r e b 139
Table 3.5.2 Annual turnover rates by critical occupation for the period 1 April 2017 and

BLIMAICH 2008 ...ttt b et 140
Table 3.5.3 Reasons why staff left the department for the period 1 April 2017 and

BLMAICH 2018 ... 144
Table 3.5.4 Promotions by critical occupation for the period 1 April 2017 and 31 March 2018 ...... 145
Table 3.5.5 Promotions by salary band for the period 1 April 2017and 31 March 2018 ................. 148
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3.6  Employment equity

Table 3.6.1 Total number of employees (including employees with disabilities) in each of the

following occupational categories as on 31 March 2018 .........ccoccoeiiiiiiiiiiiie e 149
Table 3.6.2 Total number of employees (including employees with disabilities) in each of the

following occupational bands as 0N 31 March 2018 ..........coiuiiiiiiiiaiie e 150
Table 3.6.3 Recruitment for the period 1 April 2017 to 31 March 2018..........ccccocvevviiiieiiic i 151
Table 3.6.4 Promotions for the period 1 April 2017to 31 March 2018 ..........cccoeiiieiiiii 152
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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 2017
and 31 March 2018

Reasons for vacancies not advertised within six months

For the period 2017/2018 a total number of 31 SMS posts were advertised .The reason why posts were not
advertised within the prescribed period is due to budget constraints imposed by National Treasury,which
led to reprioritisation of more critical posts to be advertised

Reasons for vacancies not filled within six months

For the period 2017/2018 a total number of 31 SMS posts were advertised. The reason why posts were
not filled within the prescribed period is due to budget constraints imposed by National Treasury,which
led to reprioritisation of more critical posts to be filled

Notes

» In terms of the Public Service Regulations Chapter 1, Part VIl 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 2017 and 31 March 2018

Reasons for vacancies not advertised within six months

None

Reasons for vacancies not filled within six months

None

Notes

In terms of the Public Service Regulations Chapter 1, Part VII 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.

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART D | HUMAN RESOURCE MANAGEMENT

‘jueden aq

os[e p|nod papelbdn sisod ay) Jo swos pue sisod mau ayl ol paglosge Ajjeanewolne ale saakojdwsa |e 1ou aduls papelBdn sisod Jo Jaquinu ay) wody 1ayip ybiw
saakojdwa Jo Jaquinu ay] ‘papelbdn Bulaqg 1sod Jiayy 01 anp papelhidn atam suonisod asoym saakojdwa Jo Jaquinu ay) Jo Arewwns e sapinoid ajqel Buimoljoy ay L

0 0 0 0 0 T 96/ [eloL
0 0 0 0 0 0 1 d pueg 19e)u0)
0 0 0 0 0 0 v D pueg 19enuo)
0 0 0 0 0 0 € g pueg 19e1U0D
0 0 0 0 0 0 S V pueg 10enuod
0 0 0 0 0 0 €LT (Z1-6 s|ene) yoenuo)
0 0 0 0 0 0 z62 (8-9 s|eae) yoenuoD
0 0 0 0 0 0 8Tl (G-¢ s|ere) yoenuon
0 0 0 0 0 0 T (z-1 s|ere) yoenuo
0 0 0 0 0 0 14 d pueg 921AI9S Juswabeuey Joluas
0 0 0 0 0 0 9g D pueg 921AI8S Juswabeue Joluas
0 0 0 0 0 0 1] g pueg 22IAI9S 1uaWwabeue|y J0IUSS
0 0 0 0 0 0 622 V pueg a21AI9S Juswabeue Joluas

(z1-6
0 0 0 0 0 1 ¥/l s|oAa) uoisiaiadns pajinis AlYBiH
0 0 0 0 0 0 8€9Z (8-9 s|eAe) uoponpoud pajiys AjybiH
0 0 0 0 0 0 v.81 (g-¢ slene) palINS
0 0 0 0 0 (Z-1Ls1oAe) PB|INS oMo

parenjens

s1sod Jo 9,

papelbumop s1sod

parenjena
s1sod Jo 94

papelbdn s1sod

spueq Arejes
Aq parenjens
s1sod Jo 94

palenjeA sqor
10 JaquinN

panoidde
uo sysod
JO JaquinN

pueq Arejes

810Z UoIe|N L€ pue /10 Iudy | poliad sy} Joj pueq Asejes Ag uonenjers qor |'4'¢ alqeL

‘papeiBbumop Jo papelbdn aiam 1ey) s1sod Jo Jaguinu 3yl Uo sansnels sapinoid osfe ajgel 8yl "MaIAB) Japun Jeak
8y} Bulnp psjenjeAs alem jey) sqol Jo Jaquinu 8y} sesLiewWNS ajge) Buimoljo) 8y "pa|l} e Asy) aiojaq pajen|eas aq jsnw Jaybiy pue g S[aAs| Alejes uo sajoueoen
|le suone|nBay 8y} Jo swus) u| ‘uonesiueblo Jay Jo siy ul gol Aue sjenjeAs-al 10 8lenjeAs Aew sanLoyine Buinosxe ‘ylomsliel) paulwialep Ajjeuoneu e Uyl

uoneneA3 qor '€

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

SUON uoneneas qol Aq auiwialap sapelh ay) papaadxs sallejes asoym saakojdwg Jo Jsquinu [el1ol

8T0¢C YdIeN T€
pue /10z |Udy | pouad ay Joj uonenjeas qol Agq paulwialap asoy) uey) Jaybiy sjaas| Aiejes aney oym sashojdwa Jo aj10id '€ d|gel

‘Ajjigesip pue “iepusb ‘eoel Jo Swis) Ul 9A0gE 8y} JO SBLIBIOBUS] Y} SesLeWWNS 8|ge) Buimoj|o) ay |

0 pakojdwsa [e1o1 jo abejuadlad

0 uonenjeAs gol Ag pauiwialap |9Ad] 8yl Papaadxa salees asoym saakojdwa Jo Jaquinu [e1o|

0 SUON

uoneIAsp Joj uoseay |[9A8] uonelauNWay [9A8] UonEeNnjeAs qop seakojdwsa Jo JaquinN uonednao0

8T0C YdJeN 1€
pue /10z |Udy | pouad ay} Joj uonednoaoo Agq uonenjeas qol Ag paulwislap asoyl uey) Jaybiy sjaas| Alejes yim saakojdwg €4°¢ a|qel

*9sed yoes ul papinoid
ale UoNeIASP 3] 10} suoseay "uonenpeas gol Aq pauiwiaisp apelb syl papaaoxa Spueq UoNeISUNLIA) 3J3UM SaSBD JO Jaguinu syl Sasiewwns ajgel Buimojjol ay

T Aupgesip e yum saskojdwg
6S T T 0 LS [elol
144 T T 0 A4 aleN
qT 0 alewa-

0 0 GqT

8T0¢ YdIeN 1€
pue /10zZ |Mdy | pouad ay) o} papelbdn Buleq sysod Jisy) 0} enp papelBdn aiem suonisod ssoym seskojdws Jo sjold Z' '€ 9|9eL

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

00°CT Sl 199 0€09 elol
00°00T 4 T 4 d pueg 10enuod
00'G¢ T 4 14 D pueg 10enuod
og'ee T 0 € g pueg 10eu0)
0T'.LS 14 0 L Y pueg 10e)nuo0)
0L°GE 19 €9 1T (21-6 siona) yoe5UOD
0€'8L (0744 0S¢ 18¢ (8-9 sjeAa) 1oeU0D
0€'20T 08T a4 9.1 (G-€ slena) yoenuo)
0 0 0 z (z-1 s|eAa) 10B4UO0D
0 0 0 € @ pueg 921AI9S Juswabeue Joluas
0c¢'¢c 8 0 9¢ O pueg 221n8S wawabeuel Joluss
00’8 14 T 0S g pueg 22IAIaS 1uawabeue|y JoIUSS
009 1T q €8T V pueg a21nI8S Juswabeue Joluas
06°¢ Ly 1% 2901 (z1-6 s|ona7) uoisialadns pajiiys AlybiH
(o144 S 18 69.T (8-9 sone) uononpoud pajis AlybiH
00 96 98 08€T (G-¢ sjena) palIvS
o€ 12 12 106 (z-1s[eAe7) palINS Jomo]

alel JaAouin |

1awedsp 8yl 4o 1IN0
pue suoneulwia |

uswedap
3y} ojul siajsuen
pue sjuawipuioddy

LTOZ Iudv T
-pouad jo buiuuibaqg
1e saakojdws Jo JaquinN

pueq Arejes

Vote 36: Department of Water and Sanitation

8T0Z Yore T€ pue,T0Z [Udy T pouad ayl Joj pueq Arejes Aq serel JaAouin enuuy T'G'E ajqel

‘(mojag sejou Ul uoniuep 88s) suoednooo [eonlo pue pueq Alejes Aq sejel Jaaouln) Jo Alewiwns e apiaoid sejge) Buimojjoy ay] Juswuedsp
8y} Jo ajyoid uswAojdwa 8y Ul Spual) JO UoKedIpUl Ue apiAoid Sa)el JaAouln ] “JeaA |[eioueul sy} JoAo JuswAojdws ul sebueyo uo uonew.oul sepirocid Uonoes siy|

sobuey) wawholdwg g¢

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

0 0 4 T sueloluyoa] Bulleaulbul so1u0a109|3 pue [edl109|3
0 0 0 T SISIWoU093
0 0 0 T 's1sAjeuy pue siaubisag waisAs Jaindwo)d
0 0 0 T ‘'slowwrelbold Jeindwo)d
0c'vy € T ZL sIayIopn Juswdoaaag Alunwwo)
0 0 0 62 pale|ay uonewloju| pue uoedIunwwo)
0z'ze 14 Z 6 (491D uonewloju] 1siuondaday preoqydlMS) SyIa|D uoirewlou| sl
0G'8 11 9 62T *0}3 s|ejdsoH sdoys)3IoAN S8OO U SIdued|D
0LV ] 14 90T sueloluyda] Buusauibu3g [IAID
0 0 0 T SUBIOIUYDS ] UBIDS [eaISAUd pue [edlwayd
0 0 T ¥l sueloIuUyda ] parelay pue Buikanins oydesboued
0S°¢CT Z Z 9T siofanins pue siaydeibore)d
0T'6 T 0 TT SJaALIQ 3[dIya AneaH pue sng
06°0T 9 T GS siaxelare) Ausdold 18yio pue Buipiing
0 0 0 € [euoISSajoid pare|ay % Sisibojooz sisiurlog sisibojolg
08'v 6T T 86¢ SIDIONN pare|ay pue Arelixny
0 0 4 L suapuauiadng parej@y pue 198loid uesny
0 0 0 T S|eUOISSSJ01d Paje|oy pue sianje)-siasielddy
08, 9 4 1l '013 Alaulyoe|n [e1sN Buipping ayl uj suesiy ||
00°0S T 0 4 pare|ay ainynouby
0 0 0 ¥ S92UBI0S JaYl0 B Ansaloo AydelboueadO [ewiuy ainynouby
00'9¢ 8TT 8TT €ay pale|ay aAnessIuIWpPY

ajel JaAouin |

juswredap
3y} JO N0 sIajsues]
pue suoieuIwd |

juswuedap
a1 oul siajsuen]

pue sjuauwijuloddy

8T0Z UdJeN TE pue 210z |Udy T pouad ay) o) uoiednaso [eanuo Agq sares JaAouln] [enuuy 2's's ajqel

-poLiad

Jo Buluuibaq
e saakojdwa
JO JIaquinN

uonednaoo [eanl)d

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

0 0 0 T parejay [eba
06°L € 0 el uonedIUNWWOo) I18yl0 % sialaidialu sisuonnoeld abenbue
ov'L 4 T x4 parejay ABojouyoa | uoirewloju|
02’6 17 4 0cT pale|ay S82I1nN0say uewnH
0C'TT qT 1T 12 SYIB[D S82IN0SaY uewnH
0g'9 14 0 z€ Su0ISSaj0ld patejay % wawdoanaq [euonesiuehlQ % S82IN0Say uewnH
0 0 0 I4 pare|ay S821AI8S Alpune] pue poo- pjoyasnoH
0 0 0 S sIaxI0M\ AlpuneT pue pjoyasnoH
0 0 0 T sueRIuYda | AliSalo4 %ain)ndlby SI81Sa104 SISUNYNIILOH
0 0 0 T pale|ay SaduaIds yiyeaH
00°0S T 0 Z 192140 9AIINOBXT JaIy) Auswpedsq JO pesH
0L'€ 9 [ 91 SU0ISS9J0.1d pale|ay % S1sIBojoIpAH sisIDIsAydoas) sisibojoan
0 0 0 TT S[eUOISSj0Id pare|ay 7B uonesiulwpy [eba [elsus
0 0 0 4 jusuewWIad Sslainoge AnsaloH
0 0 0 T SI9YIOAN SBOINIBS PO0oS
0 0 T €T SI8)e/\ pue Sply S9JIAI9S PooS
06'€T €S TS z8¢ S19]|0J1UOD UPAID pue SHI|D [elourUlq
0 0 4 ST S[eUOISSBJ0Id pale|ay pue [eldueulq
0€9 1T 6T 97T pale|ay SoIWouU0dT pue adueulH
0 0 0 T slabeue\ wieo pue sIoSIApY Alisaio4 Buiwireo
0 0 T 8 sJalnogeT pue spueH wJie-
og¢ce (A7 1€ 12T S|euoISSajold pale|ay pue sieaulbug
oT'ce 6€T STl ceY parejay saoualos Buueaulbug

alel JaAouun |

juswiredap
3y} Jo N0 sliajsues)
pue suoneulwd |

juswredap

slajsuel]

Jo Buluuibaq

1e saakojdwa
JO JaquinN

uonedna20 [eand

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

0 0 Z 8 slooadsu| Aend pue yiesH Aajes
0 0 0 T SIDMION peoYy
0L¢ I4 T 72 S92IAI9S Al1IN2aS pue Juswabeury Xsiy
oL'e T 4 12 sli010adsu| Alorenbay
0002 T 0 [ 21aymas|3 pauisse|D JON SUoISSajold pale|ay ¥ siokaaing Ajjuenp
0 0 0 T s1s101SAyd
0 0 0 € suonednaoQ 18yl
0 0 0 L sio1eladQ aulyde Jayio
0 0 0 9 ‘lauuosiad ABojouysa] uoewloju] Jayio
00'S % c 08 1900 pajelay pue Aoljod sARessIuIWLPY Jay0
061 79 63 62t slasiuefiQ pue SyIa|D pale|ay % uonensiuiWpY JByl0
0 0 0 2z suejoIUYd3 | pare|ay [edlydelfouead pue uoieAlasuo) aineN
ogee 08 0cT (9449 pare|ay s8duslds [elneN
0L'T¢C S 0 €c sloresadQ ue|d A11Sa104 pue wie4 pasiloIoN
00°'0¢C € 0 ST SIBALQ 3[JIYSA J010N
000T 4 I4 (014 sueIIUY2a] parelay % [eaisAydoas  ABojoas Buluiy
09°0T .l T 99 SlaJaAl|a@ pue sialod siabuassay
ogee 4 € 9 sueloiuyda] Buuesuibuz ealueydsy
(0] € 1 44 syI8|D Hodsues ] pue Bulpiooay-leusiey
oce € [ €6 [puuosiad voddns [eansibo]
ov'L S T 89 slanuq a9IyaA b
0LL € 0 6¢ SYIB|D pale|ay pue ey Aeigi
oc'ee T 0 € S[eUOISSBj0Id Pale|ay pue suelelqi]

alel JaAouun |

juswredap
3y} Jo N0 sliajsues]
pue suoieulwd |

juswredap
3y} ojul siajsuen

pue sjuawijuioddy

-pouad

Jo Buluuibaq
1e saakojdwa
JO JaquinN

uonedna20 [eanid

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

"seako|dwa Jo se0IAIBS BU) Ule)al JO JInJoal 0} Aynoiyip Jo aaibep ybiy e seousiiadxe juswpedsp e yoiym jo 1oadsal Ul (p)
pue ‘ainreu ul enids|dul Apueuiwopald sI pue uonaIdsIp Jo 3SI1019xXa 1UBlSIsSuod salinbal uonednddo ay) Jo ainyeu Jualayul syl aiaym (2)

‘uononansul pasijerdads Jo/pue Apnis Jo 8sIN0d

pabuojoid e Ag palinboe si ebBpsimouy yons pue pjaly Buiuies| Jo 8ousios Jo eale 108lgns payioads e ul abpsimouy psoueApe alinbal suosiad yoiym 1o} (q)

‘ena1lo JuawAoldwa ajgealdde ayr 198w 10U Op INg 3|ge|ieAe ale Aay) Jo a|ge|rene

10U a.e suosiad pa||ys yons asneodsq Jayye ‘ainny sy ul pajedionue Jo Ajjusiino suosiad peousuadxe pue palljenb Jo Ajoleos e si alay) Yyoiym ui ()

— uonedno20 ue ulyIm saloba)es-gns Jo suoednddo Se paulap ale suoiedndoo [eon)

‘a|gel siy} Jo uona|dwod Jo} pasn usaq sey ‘YSdd sy} >Q paquosald se ‘uoneolyssed 340D auL

S9J0N
00¢CT SeL 199 0€09 [elol
086 9T 6 12" slojeladQ paje|ay pue Jueld Ja¥ep
0 0 0 S UoISS8j0I1d Pale|ay 1oyl B SIaSIApY Ansnpu) /apel |
0L9T 4 T et pale|ay spelL
0€'S (1% ¢t 198 sJainoqgeT apelL
0 0 0 T S[eUOISSBJ0Id pPale|ay pue suepnsiels
0 0 Z € S[eUOISSBJ0.d Pare|ay pue YIOA [e100S
0 0 T 1214 pale|ay SaduaIds [e100s
09’8 €T S 16T slabeuel\ loluas
or'L T T 2L slaolO Ajunoag
0 0 0 ¥l sprens Alindas
0c¢¢ € 6 el S}1910 Bunelado preoghay JBUYIO B Sale1a109S

alel JaAouun |

juswiredap
3y} Jo N0 sliajsues)
pue suoneulwd |

slajsuel]

Jo Buluuibaq uonednado [eand

1e saakojdwa
JO JaquinN

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

00°00T G2l [eloL
0’0 € B3Yyl10
0611 80T JuswaInay
08'T €T JONPUODSIW-|BSSIWSIq
00T L yeay |1 01 anp pabireyasiq
0S'8T 7El siajsuel|
0L'Lg €l¢ 10e)U09 Jo Andx3
08°0¢ 16T uoneubisay
00'S 9€ yreaQq

suoneubisay [e10] Jo abejuadlad i adA uoneuiwlia]

8T0Z Yorei T¢ pue 210z |udy T pouad sy} Joj Juswiredap syl yo| Jels AUm suosesy €'G'€ a|qeL

“Juswipedep 8y} Yo Jers Aym suoseal Jolew sy} salusp! Mojad a|ge} 8y L

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

08'6S 9L (0] 4 € 12T S|euUoISSj01d pale|ay pue siaaulbu]
06°'0€ el 050 4 cer parejay saoualos Huussauibug
00°00T T 0 0 T sueluyoa] Buusauibu S21U0J103|T pue [ed11d8[3
0 0 0 0 T SISIWoU09g
00°00T T 0 0 T sisAjeuy pue siaubisag walsAs Jaindwo)d
0 0 0 0 T ‘'slswwrelfold Jendwo)d
09°08 8§ 0c'vy € ZL s19x10M Juswdojarsq Ayunwiwod
06'GL (44 0 0 6¢ pale|ay uolew.loju| pue uoeduNWWoD
(S>181D uonewoU|

0,799 9 0 0 6 1sluondaday preoquoNMS) S)Ia|D uolewlou] JualiD
0€'TL 26 0 0 6¢T "0} s|e}dsoH sdoys)Iopn SaOIQ U SIaues|)
or'LL 8 0 0 90T sueloluyoda] Bunsaulbu3g IAID
0L¢L 8 0zZ'8T Z TT SUBIOIUYDS | 8IUBIJS [edISAUd pue [edlway)d
09'8L 1T 0 0 14" sueIoIuYda] pale|ay pue Bulkaaing olydesboue)d
00°0S 8 0€9 T 9T sloAanins pue siaydeibone)d
0606 0T 0 0 1T SIaALIQ 321y ANesH pue sng
06°0. 6€ 0 0 S5 siaerare)d Auadold 18yio pue Buipiing
00°00T € 0 0 € [euoissajold parelay ® SisiBojooz sisiuelog sisiboloig
0829 (0)X4 0€0 T 86¢ SIaNIONN parejay pue Areljixny
00°00T L 0 0 A siuapualuLiadng palejay pue 199loid uesiy
00°00T T 0 0 T S|BUOISSDJ01d Pale|ay pue slanjepA-siasielddy
00°.8 19 0€'T T LL 013 Aisuiyoe [el@N Buiping 8y L uj Suesiy (I
00°0S T 0 0 4 parejay ainnouby
S92UBIS

00'S¢T G 0 0 ¥ 1ay10 ¥ Ansalo4 AydeiboueasQ rewiuy ainynouby
02799 20¢e 0zv 6T 17 pale[@y sAleASIuILPY

uoiredna2o Aq
saakojdwa J0o 95

© se uoissalboid
UJI0N

ELE]
Arefes e uiyum
ysjou Jayjoue
0] suolissaiboid

uoirednd20 Aq
saakojdwa Jo 94
e se suonowo.d
ELEIRSETES

ELE]
Arefes Jayloue
0} suoiowold

810z Yole Lg pue 10z [udy | pouad sy Joy uonednooo [eonuo Ag suoowold ¥'G'¢ S|qeL

/T0Z MdY T
saafojdw3

uonednadO

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

05'8L €L or'S ] €6 |[uuosiad uoddns reonsifo
0£'%9 4% 0S'T T 89 SJIaALIQ 3[2IyaA 1ybIT
0€'Z6 9¢ 0T'S Z 6€ 91D pare|ay pue e Areiqr
0,99 [4 0 0 € S|euoISSajold pare|ay pue sueleidi]
00°00T T 0 0 T palejay eba
0509 €C 0 0 8¢ uonesiunwiwo JaylQ % sialaidiau] sisuonnoeld abenbue
0L'¥.L 0c¢ ov'. 4 12 parejoy ABojouyda ] uonew.ou|
0L'TL 98 0S¢ € 0cT pale|ay S82I1nN0say uewnH
0t°99 68 0ce € yeL S}I8|D $82IN0S8Y UewnH

suoISSsajold
0529 0z 0 0 zs palejay % awdojanaq [euonesiuebliQ 7B S82IN0Say uewnH
00°00T 4 0 0 4 palejay Sa2IAI9S AlpuneT] pue poo- pjoyasnoH
00'00T S 0 0 S siaxI0A\ AipuneT pue pjoyasnoH
00°00T T 0 0 T sueloluy29 ] Ansalo- ainynoliby Si81salo4 SISUNYNoIIoH
00°00T T 0 0 T pare[ay saduaIds ylesH
0 0 0 0 Z 19010 9AINOEXT JOIYD Auswpedsq JO pesH

SuoISSaj0id
0T'29 0TT 0zt 4 79l parejay % s1siBojoIpAH sisiisAydoss sisibojoaD
09°€9 L 0 0 T S[eUOISSBJ0.d patelRy  uolensIuIWpY [e6aT [esus
0 0 0 0 I4 jusuewlIad siainoge] AnsaloH
0 0 0 0 T SIBMJIOM SBOINIBS PO04
09'¥8 1T 0 0 €T SIB)EAN PUR SPIY SB2IAIBS PO0-
0299 €G¢ 09'¢ 0T Z8¢ S19]|0QU0D NP3ID pue SHIZID [eldueul
00°09 6 0.9 T ST S[eUOISSaJ01d parelay pue [eloueuld
08°'LL L€T 089 T 9T pale|ay SoIWOoU09T pue adueulH
00°00T T 0 0 T slabeue\ wie- pue sIosIApY Aisaloo BuiwieS
05°.8 L 0 0 8 siainoge pue spueH wJieH

uonednado Ag
saakojdws Jo

e se uoissalbo.id
U2J0N

[9A3]
Arefes e uiyum
yojou Iayjoue
0} suoissaiboid

uonednaoo Aq
saakojdws Jo 9
e se suonowo.d
|19n3| Arejes

ELE]
Arefes Jayjoue
0} suoiowold

LT0Z Iudy T
saafojdwg

uonednadO

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

0,99 [4 0€'€e T € S|euoISSaj0ld pare|ay pue 31O [elo0S
0T'L. L€ 0T'C T (1% pare|ay Sa2UaIdS [e100S
09'T9 €6 oge’e S TST siabeue Ioluss
0T'98 29 gy € L s19010 Allnoag
06°¢6 €T 0 0 14 sprens Ainoas
(0199 2°] €Tt 0S'T 4 el s3]0 BueladQ preoghay 18y % saleIvIes
0529 S 0 0 8 sJ0)0adsu| Anend pue yyesH Aeyes
00°00T T 0 0 T SIDMION peoy
00709 174 0 0 S/ $921n8S AuN2as pue uswabeuep Ysiy
00'€9 LT 0L'€ 1 Vi siojoadsu| Aloreinbay
alaymas|3

0008 14 0 0 S payisse|D JON suoissajold paje|ay B siohening Ajuenp
00°'00T T 0 0 T sisIsAyd
og'ee T 0 0 € suonednaoQ Byl
0.°G8 9 0 0 L sloresadQ aulyoeW Iayl0
0c'es S 0 0 9 [suuosiad ABojouydsa] uonewioju| 18Yyio
0g9. T9 00'S 14 08 SI90I10 pajeley pue Adljod aAessIuIWPY Joyl0
0C’LL T€e 09T L (1474 si1asiuebiQ pue S}I9|0 pale|ay ® UoiensIiuiWpY JByio
sueIoIuY29 |

00°0S T 0 0 Z pale|ay [eaiydelfouead pue uoneAIasU0) alneN
or'LL )74 09'¢C 6 cve paleay S8ouaIds [einfeN
0S°eY 0T 0 0 £z slojelsadQ ue|d A11Sa104 pue wieq pasuolon
0L9% L 0 0 ST SIBALQ 3[2IY3A J010N
00'S. GT 0 0 0z sueIUYda | pale|ay B [edisAydoas » ABojoas Buiuin
08'T8 148 0 0 99 SIBI9AI|9Q pue SIallod siabuassay
00°0S € 0 0 9 suediuyda | BuussuiBug fesiueyossy
0t'Z8 LTT o'l [ vl S}49|0 Hodsuel | pue Bulpioday-eusie|y

uonednado Ag
saakojdws Jo

e se uoissalbo.id
U2J0N

[9A3]
Arefes e uiyum
yojou Iayjoue
0} suoissaiboid

uonednaoo Aq
saakojdws Jo 9
e se suonowo.d
|19n3| Arejes

ELE]
Arefes Jayjoue
0} suoiowold

LT0Z Iudy T
saafojdwg

uonednadO

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

00°0. 0zzy 002 €z1 0€09 [elo1
00°SZ v 0 0 9T (91-¢1 s|ene) yenuod
09°'S¥ 8/ 090 T TLT (z1-6 sfene) yenuoy
0L°0T 0€ 0 0 182 (8-9 s|ene) yoenuo)
0T'S 6 0 0 9T (g-¢ s|ens) yoenuo)
00°0S T 0 0 4 (2-1 slene) yoenuo)
0S°€L 002 00'% 1T 2Lz (91-¢1 s|eneT) Juswabeue|y Jolues
0Z'S8 506 00'S €5 Z90T (Z1-6 s|ene) uoisiniadns pajis AjybiH
or'v8 c6vl 0€C ov 69.T (8-9 s|ere) uononpoud pa|is AjybiH
0L2. €00T 0€'T 8T 08€T (G-¢ s|ene) palINs
0Z'SS 16V 0 0 106 (z-1s[one) paINS Jomo]

spueq Arefes Aq
saakojdwa Jo 95

e se uoissalbouid
U2ION

ELE]]
Arefes e uiyum
yoiou Jayjoue
0] suoissaibold

[9A8] Arejes Aq
saakojdwa Jo 94
e se suonowo.d
spueq Areres

[9A9]
Arejes Jayloue
0} suoiowold

8T0Z YoreN T¢ pue/T0z |udy T pouad ayi o} pueq Arefes Ag suonowoid §'G'€ ajqel

/TOZ [udy T
saakojdw3g

pueg Alejes

00°0L ocey 00¢ €cT 0€09 [eiol
or'v.L 2ct 0L'€ 9 791 siojesadQ parejay pue jue|d Jarep
00°08 14 00°0¢ T e UoISS8j01d pare|ay J8yl0 ¥ SI8sIApY Ansnpu /epelL
00°0S 9 0€e'8 T A palejay apell
0€'08 969 080 L 198 sJalnogeT apell
00°00T T 0 0 T S|euoISSajold pale|ay pue sueldnsnels

uonednado Ag
saakojdwa Jo 9p

e se uoissalbouid
U2J0N

ELE]
Arejes e uiyum
yojou Iayjoue
0} suoissaiboid

uonednaoo Aq
saaAojdwa Jo 94
e se suonowo.d
|1an8| Arejes

ELE]
Arefes Jayjoue
0} suoiowold

LTOZ Iudy T
saafojdw3g

uonednadO

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

78 S 6¢ Z T 9z €T 1€ 0 € ve sanljigesIp yim seakojdws ejoL
1769 l1l¢ Sl4°14 €9 14 8E€e¢ 6TV 699€ LS cle ovee [elol
€11 0 8 0 0 8 €c Z8 0 L 72 SI19)I0M 8pel) parejal pue yeid
16T L 19 14 € ¥S 0T €L 8 1% T9 siebeuew pue s[ellyo Jolusg
99¢T 80T TLL 6T 1%} 869 VT €L€ S jord 143 SHIBID
66T T €S 0 Z 18 g ovT T 4 /ST SI9XI0M S9jes 19yJew pue doys a2IAIeS
8e¢T 0§ 81 € (014 19T €cT 188 14 TL 908 sig|quissse pue siorelado auiyoew pue jueld
9.0T 0 8¢ T LT 99¢ 9 981 0 L 147 SI3%10M pale|dl pue siainoge]
¢/LST /9 S/9 (014 ve TE€9 8. A7 €c 99 €99 S[euoissajoid 81eIn0SSE pue SuBRIUYID |
96¢T 144 0TS 9T 697 09T 289 9T L2 6€S S|euoIssajoid

s[ewsa

14
awum | ZPE18 [ yepu; | peinojon
: [e101 :

ueoLy

syoelg
all
HUM [e101

Aiobared jeuonednasp

8T0Z Y2JeN TE uo se sallobared reuonednadso Buimojol syl Jo yoea ul (sanijigesip yum saakojdwa Buipnjoul) seakojdwa Jo Jaguinu [e10] T°9°E 9|gel

Ainb3 juswAojdwz 9'¢c

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



1769 LlC €9 SvT 8€e¢ 6TV A cle ovee [elol
T 0 0 0 0 0 0 0 T (pajpisun) 1enuod
_M 81T 0 T 0 9 0 T 4 0S (PalIMS-IWag) JoenuoD
WL 26¢ [4 4 4 144" ¢l 9 6 GET (reaiuyoa L pafIvs) 1enuod
L €LT A 12 T Zs LY T 9 0S (peenp Ajjeuoissajo.d) yoenuo
Mno 8 0 0 T z T 0 0 14 (iuswabeuey 101UsS) 10BAUOD
Z S 0 0 0 0 ¢ 0 0 £ (uswabeuey do1) 19e:U0D
= ¥9 0 0 zT /1 0 0 0z 6EY Bunjew uoisioep paulep pue pajiysun
mv._ vE9l LT v ¥4 a44 vl 5 4 2001 Bunjew uoisep Aleuonelosip pue psj|pis-iwes
o SjuspusiuLadns pue uewaloy
w ‘siosiniadns ‘quswabeuew Jolunl ‘siayom
N ¥8¢¢ 69T T€ 7 816 .8 6 09 GE6 paiijenb Ajjeoiwepeoe pue [edluyos) pa|INg
_D_m_ juswabeuew-piw pue sisijernads
— (VA4S €9 LT 14 [4s1%4 c6T 144 Ly 619 paousLadxs pue payiienb Ajjeuoissajold
<C 8€¢ 17 14 14 79 97 0T S 6 wawabeuely loluss
W ge € 0 0 S 8T T 0 8 wawsabeuen doy
I ueipu 91N0|0 ueodll uelipu 921N0|0 uedu
. lpul E v pul E v UC.MD _@CO_HMQDOUO
)
_m 8T0Z YoJe\ TE uo Sse spueq reuonednadso Buimojjo) syl Jo yoea ul (sanijigqesip yum saakojdwa Buipnjoul) seakojdwa Jo Jaquinu [e101 2'9°'S a|gel
<
o

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

1% 0 0 0 T 0 0 0 e sanligesip yum saskojdwg
199 9 S S 0ce 6T 9 14 4514 [eloL
vl 0 T 0 LL 0 Z Z 09 (PalINS-IWaS) 10enU0D
0S¢ T € 0 ot S € 8 0L (reauyoa 1 pa|Ivs) 1enuod
€9 € T 0 TC 8 T Z lc (paliiend Ajjeuoissajold) yoenuo)
€ 0 0 0 0 4 0 0 T (uswaBeue doy) 1wenU0D
TC 0 0 0 6 0 0 0 Zt Bunjew uoisioap pauyap pue pa|isun
98 0 0 T 0S 0 0 0 15 Bunjew uoisioap Aleuonaiosip pue pa||is-iwss
SjuapuaiuLadns pue uewaloy

‘siosingadns ‘Juswebeuew Jolun( ‘siaxiom

TS T 0 Z 1c € 0 T €e payiienb Ajjeoiwapede pue |edjuyos) pa|iINg
juswabeuew-piw pue s)sijernads

Gy T 0 z 9T T 0 1 74 paousuadxse pue payiienb Ajjeuoissajoid
9 0 0 0 0 0 0 0 9 wawsabeuen louss

alewa

uelpu|

8T0Z YdIeN T€ 01 LTOZ [Hdy T pouad auy} 1o} Juswiiniday €'9°¢ djqeL

pueq [euoirednao

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



ce 4 T 0 0T 9 0 0 €T sanljigesip yum saakojdw3g
evey 68T 14 €6 2291 1€C Ge 79T 1961 [erol
T 0 0 0 0 0 0 0 T (pajMsun) 19eNU0D
6 0 0 0 L 0 0 0 Z (PolIMS-IWas) 10enU0D
o€ 0 0 0 9T 4 T T 0T (reouyoa ] payAs) 10enuod
6. 8 14 0 91 ze 0 14 GT (paienp Ajjeuoissajo.d) yoeluod
14 0 0 0 T T 0 0 Z (uawabeue|y Joluas) 10e1U0D
L6V 0 0 9 zeT 0 0 8T LPE Bupfew uosoep psuysp pue pajsun
T20T 8 € oT 882 0T > 08 719 Bupjew uoisep Aleuonelosip pue psjpis-iwes

SjuspualuLIadns pue uewsalo}
‘slosiniedns ‘Juswabeuew Jolun| ‘siexiom

€eat 1413 jord €g scL 174 (0] L€ €2s paijenb Ajjeoiwepeoe pue [edluyos) pa|INg

juswaebeuew-piw pue sisijeloads
856 6€ ¥l eT 18¢ L 142 (04 ¥6¢€ paousuadxs pue payiienb Ajjeuoissajold
98T 14" 4 9 6% 144 L 14 29 wawsabeue Jouss
14 14 0 0 T /T 0 Juswabeuey do |

0 €
21N0|0 ueau ueipu 21N0|0 uedll
E v Ul EH pueq _.MCO_HGQSOOO

8102 YdJe L€ 0310z Iudy | poliad sy} Jo} suolowoId +°'9°¢ SlqeL

PART D | HUMAN RESOURCE MANAGEMENT

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

2 |0 lo |0 | |z K o |1 _ fejoL

21N0|0 uedLy SUYM uelipuj 21N0|0 uedly
| poinoio0 Jueony | Pui__[painoiod Jueowy | B e

sewaH =N

8T0Z YoJe T€ 01 210z Udy T pouad ayy Joj uonoe Areuldiosig 9°9's ajqeL

14 0 0 0 T 0 0 0 € sanljigesig yim seakojdwg
gzl 8T 9 L €62 214 L 8T 8z¢ [eloL
08T 0 T T 20T 0 T 1 vl (PalIs-lwesg) yoenu0D
0zz T € z 80T 6 4 9 68 (leatuyoay pajIxs) 10enuod
19 9 T T vl 1T T z °14 (pauiienb Ajjeucissajold) yoenuod
S 0 0 T 0 0 0 0 4 (luswaleue JoIUsS) 10€1HU0D
€ 0 0 0 0 0 0 0 € (uswaBeuey do]) 10e0U0D
12 0 0 0 9 0 0 z €T Buniew uoisioap pauyap pue pajisun
96 0 0 T 2z 0 0 14 69 Bunjew uoisioap Aleuonaiosip pue pa|iys-Iwag
uswaloj

_w._ow_>._mazw JC&EO@NCME ._O_cs.— .m._mv_._0>>

S. 9 0 1 12 14 € z ze payiienb Ajjeosiwspese pue [edjuyos} pa|iINg
juswabeuew-piw pue sisiernads

% € 0 0 0T zT 0 T ST paouspiadxs pue payiienb Ajjeuoisssajold
ST T T 0 € L 0 0 € wswafeuen Jojuss
8 T 0 0 T S 0 0 T wawabeue doy

uelpu| 2inojoD | ueouyy uelpu| 2In0j0D | ueauyy
P i ) P i d pueq _GCO_HMQDOUO

alewa+ alen

8102 Yore T€ 01 2T0Z [udy T pouad sy o} suoneulual G'9's ajgeL

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



"20e|d Y00] SUOIYJId By} YoIyM Ul Yjuow 8y} Buimojjoy syjuow aalyy uiylim Jeak [eloueul) jey) Joj sjuswaalbe aouew.opnad
J18Y} UBIS pue apnjoU0d 1SNW SIS BU} JO Slaquiaul ||e JeaA [eloueul B JO SYIUOW 83y} 1Sl 8Y) UIypim BULLINOO0 UOI09|S [BIOUIAOIH JO [BUOHEN B JO JUSAD BU} U]

S3JON
16 991 281 eve [elol
26 8¢T 6T LLT €T |ana Alejes
88 o€ 1> Zs ¥l [9ne7] Aejes
19 9 6 €T GT [9na7] Arefes
0 0 0 0 9T |9Aa] Arejes
0 0 0 T wswueda( Jo peaH /|eiausn-i0}0a.liq

siaquiaw

0 Jaquinu [e10 Sjuswaalbe aouewlouad | siequaw s1sod
SINS 40 Jaquinu [ej0} ! ) q 1s0d SNS PAST SIS

JO 04 Se sluawaalbe paubis Jo Jaqwinu [e1o| SINS 40 Jagquinu [e10 | papuny Jo Jaquinu [elo |
aouewlopad paubis

/T0Z AeN TE U0 se siaquiawl SINS AQ sluswaalby aduewlolad Jo Bulubis T°/2°¢ ajqel

"aJay pajussald si usye) sdeys Aseudiosip pue sswelswl paquosald ay) uiyum BuiA|dwoo jou Joy suosess ay) ‘slequiswl SINS Aq
sjuswaalbe souew.lopad Jo Bulubis sy} Buipiefai uonew.loju| ‘ssweldwi} o108ds Ulyym sjuswsalbe souewlopad ubls pue spnjoUOD 1SNW SINS BY) JO Slequisw ||y

sIaquia\ SINS Aq siuswaalby ajsuewlolad Jo bulubls  /°¢

PART D | HUMAN RESOURCE MANAGEMENT

Vote 36: Department of Water and Sanitation

Annual Report for 2017/18 Financial Year



PART D | HUMAN RESOURCE MANAGEMENT

Table 3.7.2 Reasons for not having concluded Performance agreements for all SMS members
as on 31 March 2018

Reasons

Non compliance

Notes
« The reporting date in the heading of this table should be aligned with that of Table 3.7.1.

Table 3.7.3 Disciplinary steps taken against SMS members for not having concluded
Performance agreements as on 31 March 2018

Reasons

Letters issued to affected SMS members

Notes
« The reporting date in the heading of this table should be aligned with that of Table 3.7.1.
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1  REPORT OF THE AUDIT COMMITTEE ON THE FINANCIAL
STATEMENTS FOR THE DEPARTMENT OF WATER AND
SANITATION (VOTE 36)

In line with its strategic commitment to be a well-governed National Department, DWS strives for effective oversight
and monitoring of its governance regime. Vital to the achievement of this aim, is a competent and independent Audit
Committee.

The Audit Committee confirms that it has complied with its responsibilities arising from section 38(1) (a) of the
Public Finance Management Act and Treasury Regulations 3.1.13. The Audit Committee also reports that it has
an appropriate Audit Committee Charter (including terms of reference) which is reviewed annually. It regulated its
affairs in compliance with this Charter and has discharged all its responsibilities as contained therein.

The Committee is pleased to present its report for the financial year ended 31 March 2018.

Audit Committee Members and Attendance

The Audit Committee’s terms of reference requires that three (3) independent members, who have sufficient
qualifications and experience to render the services associated with the Audit Committee function.

During the year under review for the Main Account, seven (7) Audit Committee as well as two (2) Special Audit
Committee Meetings was held.

The invitees to the Audit Committee meetings include the Top Management Members (DG and DDGs), Chief
Operating Officer, Chief Risk Officer, Internal and External Auditors, the Chief Financial Officer as well as the Chief
Information Officer, and any other executives when necessary.

Names, tenure period, and qualifications of the Audit Committee Members are as follows:

Tenure Tenure U o Special

Period (1) Period (2)

Name and Surname Qualifications meetings

attended AT

Non-Executive Members

Mr. Japie du Plessis National Diploma in State April 2016-2019 77 2/2
(Chairperson) Accounts and Finance
Ms. Annah Badimo BSC Computer April 2013-2016 | April 2016-2019 6/7 2/2
BSC Hons (Computer
Science)

Cobol Programming Diploma

MSC Applied Science
(Electrical Engineering)

Diploma in Project
Management

MBA

Internet Governance
Diplomacy Foundation

PHD Computer Science
CRYPTO Security Training
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Qualifications

Tenure
Period (1)

Tenure
Period (2)

Number of
meetings
attended

Special

Meetings

Certified Information Security
Manager (CISM)

Certified Information Security
Management (CGEIT)

Project Management
Professional (PMP)

Certified Information Systems
Auditor (CISA)

Mr. Lwazi Kuse

Charted Accountant (CA)
IRBA PPE Part 2
Audit Specialised Diploma

BCom Honours (Accounting
Science)

BCom (Accounting)

April 2016-2019

a/7

212

Director-General

Mr. Dan Mashitisho* Degree of Bachelor of December 2016 - -
. ibl Arts; Bachelor of Arts —June 2017
Was responsible Postgraduate Diploma in
for the first quarter of Management;
2017/18, but no AC '
meetings for the first Diploma in Management
quarter were held by (Postgraduate) in Human
30 June 2017 Resources;
Post graduate Diploma in
Labour Law.
Mr. Sifiso Mkhize Master of Business July 2017 — 30 3/5 1/1
(Acting) Administration Advanced May 2018
Project Management
Programme
National Diploma:
Accountancy
Ms. Deborah Masters (Environment and 31 May 2018 1/1

Mochotlhi (Acting)

Society)

Bachelor of Technology
(Environmental Health)

Bachelor of Public
Administration (Honours)

Bachelor of Social Science

Primary Health Care Service
Management Programme

The members of the Audit Committee met with the Acting DG, Top Management of the Department, Internal Audit
(IA) and the Auditor-General of South Africa (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.

A One-on-One meeting between the Minister and the Audit Committee was held on 1 June 2018. Quarterly

Executive Summaries are also submitted for the Minister’s attention.

One-on-one meetings with the Acting DG were also held at every quarterly meeting to address unresolved issues.
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Audit Committee Responsibility

The Audit Committee is pleased to report that it has complied with its responsibility arising from its terms of reference,
including relevant legislative requirements.

The Audit Committee and relevant stakeholders also complete an annual Audit Committee assessment to evaluate
the efficiency and effectiveness of the Audit Committee.

For the financial year ended 31 March 2018, the Audit Committee reviewed:

* Quarterly Financial Statements and Performance Reports;

+ Unaudited Annual Financial Statements before submission to the AGSA,

* Audited Annual Financial Statements to be included in the Annual Report;

» The AGSA’s Audit Report, Management Report and Management’s response thereto;
» The appropriateness of Accounting Policies and Procedures;

» The effectiveness of the system of Risk Management;

» Compliance with relevant laws and regulations;

» The system of IT Governance;

» The audit plans and reports of IA and the AGSA. The Audit Committee also conducted separate meetings with
the assurance providers; and

* The IA and Audit Committee Charters.

Review and Evaluation of the Annual Financial Statements

The Audit Committee is satisfied with the content and quality of certain of the financial and non-financial quarterly
reports prepared and submitted by the Acting DGs of the Department during the financial year under review and
confirms that the reports were mostly in compliance with the statuary reporting framework. The Audit Committee
had the opportunity to review the Annual Financial Statements and discussed it with Management. However, due
to the concerns noted during May 2018 Audit Committee meeting, the Annual Financial Statements were only
presented to the AGSA by the end of June 2018. The Audit Committee has the following comments:

* The completeness of fruitless and wasteful and irregular expenditure.

» System to identify irregular expenditure is also inadequate and the completeness of irregular expenditure
cannot be determined.

» Findings were also raised on the completeness of the contract register.

» Inadequate controls over appointments of contractors (including implementing agents of the Department) who
do not follow supply chain management processes. This is mainly linked to projects procured in previous years
that are still under construction.

» Transfer and Subsidies. The Department changed the accounting treatment for payments made to Regional
Bulk Infrastructure Grant (RBIG) projects from capital expenditure to transfers and subsidies which consequently
affected other components such as expenditure for capital assets, commitments, immovable tangible assets,
prepayments, principle agents’ note and appropriation. Progress has not been made to resolve this qualification
in the 2017/18 financial year as the Department still account for the payments as transfers.

+ Commitments. Inadequate internal control processes to monitor and departmental commitments.

* Predetermined Objectives. The Department regressed as programmes 3 and 4 have material findings that
will be included in the AGSA audit report. The main reason for the regression is due to the amendments to the
Annual Performance Plan (APP) during the year.
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+ The Department to continue as a going concern. Due to challenges still applicable to the Department as
projects are being paid for that was not originally budgeted for. Inadequate and ineffective monitoring of funds
transferred to implementing agents. Overspending on its vote which results in the Department not being able to
meet some of its contractual obligations.

* Emergency projects. The Department does not have a sufficient project methodology including processes and
procedures, resulting in the Department incurring irregular, possible fruitless and wasteful expenditure as well as
non-compliance with the Division of Revenue Act (Act no. 3 of 2017) (DORA).

+ Lack of proper consequence management.

The Audit Committee has reviewed and discussed the audited Annual Financial Statements to be included in the
Annual Report with the AGSA and the Acting DG; reviewed the AGSA’s Management Report and Management's
responses thereto; reviewed changes in Accounting Policies and practices; reviewed the Department’'s compliance
with legal and regulatory provisions.

The Audit Committee concurs and accepts the AGSA'’s conclusions on the Annual Financial Statements and is of
the opinion that the audited Annual Financial Statements should be accepted and read together with the audit report
of the AGSA.

Efficiency and Effectiveness of Internal Control

The systems of internal control are designed to provide cost effective assurance that assets are safeguarded and
that liabilities and working capital requires improvement to enhance these controls to be efficiently managed.

The Audit Committee has considered the work performed by IA on a quarterly basis. IA and the Internal Control
section are tracking the outstanding audit findings and presented to the Audit Committee on a quarterly basis.
As noted in the majority instances by IA, the internal control environment areas need significant improvement.

In line with the PFMA and the King IV Report requirements relating to Public Sector, IA provides the Audit Committee
and Management with assurance that the internal controls are appropriate and effective. This is achieved by means
of an appropriate quarterly reporting process, as well as the identification of corrective actions and suggested
enhancements to the controls and processes.

The Department did implement certain of the recommendations made by the Audit Committee. Inadequate or no
actions are taken against employees responsible for contravening internal control processes, policies, laws and
regulations. The main concerning areas to the Audit Committee that require urgent consequence management
interventions are:

» Low performance achievements of strategic goals and indicators.

+ Budget and financial management resulting in unauthorised expenditure and increased liquidity risk at the
Department.

 Increased non-compliance resulting in significant audit findings on irregular and fruitless and wasteful expenditure.

» Inadequate implementation of IA and AGSA recommendations to ensure the resolution of findings. Assertions
were made by Management, based on the action plan, to the Audit Committee that signification audit findings
were addressed but the audit process has subsequently concluded that Management actions were not adequate
to resolve the issues that were reported in the prior year.

» The instability at Director-General and Chief Financial Officer Levels must be attended to as a matter of urgency.

Resolution of Internal Control Findings

The follow-up processes such as quarterly reporting on action plans performed by the Directorate: Internal Control
indicated that Management needs to institute adequate corrective action to address control weaknesses identified.
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Overall the Audit Committee is concerned with the quality and timing of Management responses. The Audit
Committee is continuously emphasising the importance that Management needs appropriately balancing delivery
and continues improvement.

Integrated Assurance

The Audit Committee reviewed the plans and reports of the AGSA and IA and other assurance providers including
Management, and concluded that these were adequate to address all significant financial risks facing the Department.

The Office of the Chief Risk Officer in consultation with |A also developed the departmental Integrated Assurance
Strategy and Implementation Plan during 2017/18 and this will be implemented during the 2018/19 financial year.

Internal Audit Effectiveness

IA forms part of the third line of defence as set out in the Integrated Assurance Strategy and engages with the first
and second lines of defence to facilitate the escalation of key control breakdowns.

The IA unit has a functional reporting line to the Audit Committee (via the Chairperson) and an administrative
reporting line to the Acting DG. The Audit Committee, with respect to its evaluation of the adequacy and effectiveness
of internal controls, receives reports from IA on a quarterly basis, assesses the effectiveness of IA function, and
reviews and approves the IA Operation, Coverage and Three Year Plans.

The Audit Committee is responsible for ensuring that the Department’s IA function is independent and has the
necessary resources, standing and authority within the Department to enable it to discharge its duties. The IA
function’s IA Coverage and Three Year Rolling Plans were approved by the Audit Committee.

The Audit Committee monitored and challenged, where appropriate, actions taken by Management with regard to
adverse IA findings.

The Audit Committee has overseen a process by which IA has performed audits according to a risk-based audit
plan where the effectiveness of the risk management and internal controls were evaluated. These evaluations were
the main input considered by the Audit Committee in reporting on the effectiveness of internal controls. The Audit
Committee is satisfied with the independence and effectiveness of the IA function. During the 2018/19 financial year
additional actions will be implemented to ensure the IA unit is adequately resourced.

Several investigations were conducted/are in progress by the IA unit at the request of the Acting DG and/or the
Minister arising from allegations against officials of the Department. The completed investigations resulted in
recommendations for disciplinary and/or criminal proceeding to be instituted against the Department’s officials
concerned.

Performance Information

The performance information was presented to the Audit Committee during the meeting of 29 May 2018. The Audit
Committee however did not support the submission of the information as it did not fairly reflected the operations
and actual output against planned targets for performance indicators as per the Annual Performance Plan of the
Department for the financial year ended 31 March 2018.

Quarterly auditing of performance information by the IA unit of all APP targets took place. An action plan will also
be developed by Management to address the issues raised by the AGSA which relates to performance information
within the 2018/19 financial year.

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART E | ANNUAL FINANCIAL STATEMENTS (VOTE 36)

A major concern is the annual performance achievement of only 54% of the set targets, while the Department spent
97% of the approved budget for 2017/18 financial year.

Risk Management

A separate Risk Management Committee monitors and oversees the control of risk identification throughout the
Department. Feedback is also provided to the Audit Committee on a quarterly basis. An independent Chairperson
is also in the process of being appointed.

The Department assessed strategic and operational risks on a quarterly basis that could have an impact on the
achievement of its objectives, both strategically and on a programme level. Risks were prioritised based on its
likelihood and impact (inherently and residually) and additional mitigations were agreed upon to reduce risks to
acceptable levels. New/emerging risks were identified during the quarterly review processes.

Internal Audit also performance their own assessment of the risk environment of the Department and included the
strategic and operational risks as part of this assessment. During the 2018/19 financial year the IA is planning to
perform a review of the risk management practices and processes.

Governance and Ethics

The Department has adopted the corporate governance principles of the King Codes of Governance in South Africa
applicable to the Public Sector. The Audit Committee continues to monitor the key governance interventions of the
Department as required, however due to its nature there is a need for continued improvement in this area.

The focus on Ethic’s within the Department to imbed further enhancements of awareness and understanding of
Ethics at all levels within the Department.

Furthermore, the Department requires that all members of the Senior Management Services (SMS) complete a
financial disclosure declaration.

Information Communication Technology (ICT) Governance

The Audit Committee reviewed the progress with respect to the ICT Governance in line with the ICT Framework
issued by the Department of Public Service 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, ICT
Steering Committee meeting attendance and the monitoring of access in the servicer control room. This continued
to be a high risk for the Department.

Conclusion

The Audit Committee is concerned with the continuing progress made by the Department in improving and
progressing with the areas outlined in this report. Management is positive in their commitment to good governance
and a clean administration.

The Audit Committee noted material non-compliance with prescribed policies and procedures up to
31 March 2018. From observations, analyses and reports presented to the Audit Committee by Management and
assurance providers, including Internal Audit and the AGSA, as well as the Audit Committee’s evaluation of the Risk
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Management processes, the Audit Committee concludes that the systems of internal control tested were found to
be inadequate and materially ineffective for most areas tested. The Audit Committee do however emphasise that
controls were found to be only partially effective. These controls require further improvement and we have received
assurance that the matter is being addressed. Attention has also been given in addressing prior years’ concerns
noted by the AGSA.

The Audit Committee wishes to express its appreciation to the Acting DG, Management of the Department, the
AGSA and IA who assisted the Audit Committee in performing its functions effectively.

Mr JAC du Plessis
Chairperson of the Audit Committee
Department of Water and Sanitation

31 August 2018
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2 REPORT OF THE AUDITOR GENERAL TO PARLIAMENT ON
VOTE 36: DEPARTMENT OF WATER AND SANITATION

Report on the audit of the financial statements

Quallified opinion

1 I have audited the financial statements of the Department of Water and Sanitation set out on pages 199
to 313, which comprise the appropriation statement, the statement of financial position as at 31 March
2018, 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 to the financial statements, including a summary of significant
accounting policies.

2 In my opinion, except for the effects of the matters described in the basis for qualified opinion section
of my report, the financial statements present fairly, in all material respects, the financial position of the
Department of Water and Sanitation as at 31 March 2018, and its financial performance and cash flows
for the year then ended in accordance with the Modified Cash Standard (MCS) 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, 2017 (Act No. 3 of 2017) (DoRA).

Basis for qualified opinion

Commitments

3 The department did not have adequate systems in place to process records related to projects of Regional
Bulk Infrastructure and Water Service Infrastructure grants, required to reconcile the amount that had
been approved and/or contracted against the amount spent to date as at year end, in determining the
remaining balance still to be incurred. Consequently, the commitments amount as disclosed in note 21 to
the financial statements, is overstated by R801 million.

Fruitless and wasteful expenditure

4 The department entered into some contracts with implementing agents to construct capital infrastructure
on an emergency basis during the past few years. The department did not have an adequate system of
control, which includes proper project management and costing techniques in line with construction norms
and standards, to ensure that value for money was received. In this regard, the department’s processes
were inadequate to ensure that all fruitless and wasteful expenditure was identified and disclosed. | was
unable to confirm the completeness of the fruitless and wasteful expenditure disclosed, which | could
also not confirm by any alternative means. Consequently, fruitless and wasteful expenditure as disclosed
in note 26 to the financial statements is understated. | was not able to determine the full extent of the
understatement, as it was impracticable to do so.

Irregular expenditure

5 Section 38(1)(c)(ii) of the PFMA requires the department to include in their annual financial statements
particulars of any irregular expenditure. The system of control within the department was inadequate to
ensure that all irregular expenditure was identified and disclosed by the department. This did not allow
me to confirm the irregular expenditure disclosure, which | could also not confirm by alternative means.
Consequently, irregular expenditure as disclosed in note 25 to the financial statements is understated.
| was not able to determine the full extent of the understatement, as it was impracticable to do so.
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Context for the opinion

6 I conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities
under those standards are further described in the auditor-general’s responsibilities for the audit of the
financial statements section of this auditor’s report.

7 | am independent of the department in accordance with the International Ethics Standards Board for
Accountants’ Code of ethics for professional accountants (IESBA code) and the ethical requirements that
are relevant to my audit in South Africa. | have fulfilled my other ethical responsibilities in accordance with
these requirements and the IESBA code.

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

Material uncertainty relating to going concern

9 | draw attention to the matter below. My opinion is not modified in respect of this matter.

10 As stated in note 2 of the accounting policies to the financial statements, the department had an overdraft
of R119 million (2016-17: R193 million), cumulative unauthorised expenditure of R933 million (2016-17:
R406 million), and accruals and payables to the value of R2,005 billion (2016-17: R1,572 billion) as at
31 March 2018. As further stated in note 2, these events or conditions, along with other matters as
set forth in the note, indicate that a material uncertainty exists that may cast significant doubt on the
department’s ability to continue as a going concern (thus its ability to undertake its objectives where the
vote has been depleted).

Emphasis of matters

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

Restatement of corresponding figures

12 As disclosed in notes 35 to the financial statements, corresponding figures for 31 March 2017 were
restated as a result of an error in the financial statements of the department at, and for the year ended,
31 March 2018.

Unauthorised expenditure

13 As disclosed in note 9 to the financial statements, the department incurred unauthorised expenditure of
R933 million due to overspending on programme 1 and 3. The overspending in programme 1 was mainly
on the War-on-Leaks project that was implemented without a budget allocation. On programme 3, the
budget for goods and services was exceeded due to payments made towards infrastructure planning
services pertaining to accruals for the Bucket Eradication Programme.

Section 42 immovable assets

14 As disclosed in note 33.6 to the financial statements, 431 assets to the value of R5,881 billion were due
to be transferred from the department to municipalities, subject to the finalisation of the requirements of
section 42 of the PFMA which was still in progress at year end. Included in these assets, are completed
assets as well as work-in-progress projects which were converted from schedule 6B to schedule 5B
allocations, as per DoRA.
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Responsibilities of the accounting officer for the financial statements

15 The accounting officer is responsible for the preparation and fair presentation of the financial statements in
accordance with the MCS and the requirements of the PFMA and 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.

16 In preparing the financial statements, the accounting officer is responsible for assessing the department’s
ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and
using the going concern basis of accounting unless the accounting officer either intends to liquidate the
department or to cease operations, or has no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements

17 My objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

18 A further description of my responsibilities for the audit of the financial statements is included in the
annexure to this auditor’s report.

Report on the audit of the annual performance report

Introduction and scope

19 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 material findings on the reported
performance information against predetermined objectives for selected programmes presented in the
annual performance report. | performed procedures to identify findings but not to gather evidence to
express assurance.

20 My procedures address the reported performance information, which must be based on the approved
performance planning documents of the department. | have not evaluated the completeness and
appropriateness of the performance indicators/ measures included in the planning documents. My
procedures also did not extend to any disclosures or assertions relating to planned performance strategies
and information in respect of future periods that may be included as part of the reported performance
information. Accordingly, my findings do not extend to these matters.

21 | evaluated the usefulness and reliability of the reported performance information in accordance with
the criteria developed from the performance management and reporting framework, as defined in the
general notice, for the following selected programmes presented in the annual performance report of the
department for the year ended 31 March 2018;
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Pages in the annual
Programmes
performance report

Programme 2 - Water planning and information management 53 to 60
Programme 3 - Water infrastructure development 61to 85
Programme 4 - Water sector regulation 86 t0 93

22 | performed procedures to determine whether the reported performance information was properly

presented and whether performance was consistent with the approved performance planning
documents. | performed further procedures to determine whether the indicators and related targets
were measurable and relevant, and assessed the reliability of the reported performance information
to determine whether it was valid, accurate and complete.

23 The material findings in respect of the usefulness and reliability of the selected programmes are
as follows:

Programme 2 — Water Planning and Information Management

24 | did not raise any material findings on the usefulness and reliability of the reported performance
information for this programmes

Programme 3 — Water Infrastructure Development

Indicator: Number of mega regional bulk infrastructure project phases completed

25 The planned target was changed from three (3) mega regional bulk infrastructure projects phases
completed to zero (0) mega regional bulk infrastructure projects phases completed. However, the
reason provided to adjust the target for one of the mega projects was stated as insufficient budget
allocations per financial year, but the supporting evidence indicated that the project was a DoRA
schedule 5 (b) allocation for which the full transfer was made. Therefore, | do not agree with the
reasons given.

Programme 4 — Water Sector Regulation

Indicator: Number of wastewater systems assessed for compliance with the green drop regulatory
standards.

26 The planned target for this indicator was not specific in clearly identifying the nature and required
level of performance. The type of assessment that had to be conducted was not specific.

Indicator: Number of water supply systems assessed for compliance with blue drop regulatory
standards.

27 The planned target for this indicator was not specific in clearly identifying the nature and required
level of performance. The type of assessment that had to be conducted was not specific.
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Indicator: Percentage of applications for water use authorisation finalised within 300 days.

28 The reported achievement of 95% of applications finalised within 300 days for the target of 80%
of applications finalised within 300 days is not reliable as the department did not have a reliable
filing system to adequately record submission of applications to support an adequate performance
management system to enable reliable reporting on achievement of targets. | was unable to further
confirm the reported achievement by alternative means. Consequently, | was unable to determine
whether any further adjustments were required to the reported achievement.

Other matters

29 | draw attention to the matters below.

Achievement of planned targets

30 Refer to the annual performance report on page(s) 44 to 93, for information on the achievement
of planned targets for the year and explanations provided for the under/overachievement of a
significant number of targets. This information should be considered in the context of the qualified
opinions expressed on the usefulness and reliability of the reported performance information in
paragraphs 25 to 28 of this report.

Adjustment of material misstatements

31 | identified material misstatements in the annual performance report submitted for auditing.
These material misstatements were on the reported performance information of Programme 3:
Water Infrastructure Development and Programme 4: Water Sector Regulation. As management
subsequently corrected only some of the misstatements, | raised material findings on the usefulness
and reliability of the reported performance information. Those that were not corrected are reported
above.

Report on the audit of compliance with legislation

Introduction and scope

32 In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility to
report material findings on the compliance of the Department with specific matters in key legislation.
| performed procedures to identify findings but not to gather evidence to express assurance.

33 The material findings on compliance with specific matters in key legislations are as follows:

Annual financial statements and annual report

34 Financial statements were not submitted for auditing within two months after the end of financial
year, as required by section 40(1)(c)(i) of the PFMA.

35 The financial statements submitted for auditing were not prepared 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 PFMA.
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Material misstatements of commitments, irregular expenditure, fruitless and wasteful expenditure,
identified by the auditors in the submitted financial statements were not corrected and/or supporting
records could not be provided which resulted in the financial statements receiving a qualified
opinion.

Procurement and contract management

36

In some instances, goods and services with a transaction value above R500 000 were procured
without inviting competitive bids, or deviations were approved by the accounting officer although it
was practical to invite competitive bids, contrary to Treasury Regulation 16A6.1 and 16A6.4. Similar
non-compliance was also reported in the prior year. This non-compliance was mainly identified in
the procurement processes related to the Bucket Eradication Programme.

Expenditure management

37

38

39

40

Effective and appropriate steps were not taken to prevent unauthorised expenditure amounting
to R933 million, as disclosed in note 9 to the annual financial statements, as required by section
38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1. This was mainly due to overspending on
programme 1 and 3, as noted in paragraph 13.

Effective steps were not taken to prevent irregular expenditure, as required by section 38(1)(c)
(i) of the PFMA and Treasury Regulation 9.1.1. As reported in the basis for qualified opinion,
the value as disclosed in note 25 to the financial statements does not reflect the full extent of the
irregular expenditure incurred. The majority of the disclosed irregular expenditure was caused by
implementing agents not following procurement processes, amounting to R1,977 billion. A further
amount of R127 million was incurred on the Bucket Eradication Programme due to improper
deviations.

Effective steps were not taken to prevent fruitless and wasteful expenditure, as required by section
38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1. As reported in the basis for qualified
opinion, the value as disclosed in note 26 to the financial statements does not reflect the full
extent of the fruitless and wasteful expenditure incurred. The majority of the disclosed fruitless
and wasteful expenditure for the current year was caused by contractor invoices not being paid,
resulting in interest of R11,5 million.

Payments were not made within 30 days or on an agreed period after receipt of an invoice, as
required by Treasury Regulation 8.2.3, due to cash-flow constraints in the department.

Consequence management

41

42

In some instances, disciplinary steps were not taken against officials who had incurred and/ or
permitted irregular expenditure in the prior year, as required by section 38(1)(h)(iii) of the PFMA,
as not all investigations took place during the year.

In some instances, disciplinary hearings were not held for confirmed cases of financial misconduct
committed by officials, as required by Treasury Regulation 4.1.1.
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Conditional grants

43 The indirect Regional Bulk Infrastructure and Water Services Infrastructure grants were not spent for their
intended purposes in accordance with the applicable grant framework, as required by section 17(1) of
DoRA, as underspending which occurred during the year was not supported by cash on hand.

Other information

44 The accounting officer is responsible for the other information. The other information comprises the
information included in the annual report. The other information does not include the financial statements,
the auditor’s report and those selected programmes presented in the annual performance report that have
been specifically reported in this auditor’s report.

45 My opinion on the financial statements and findings on the reported performance information and
compliance with legislation do not cover the other information and | do not express an audit opinion or any
form of assurance conclusion thereon.

46 In connection with my audit, my responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements and the selected
programmes presented in the annual performance report, or my knowledge obtained in the audit, or
otherwise appears to be materially misstated.

47 If, based on the work | have performed, | conclude that there is a material misstatement in this other
information; | am required to report that fact. | have nothing to report in this regard.

Internal control deficiencies

48 | considered internal control relevant to my audit of the financial statements, reported performance
information and compliance with applicable legislation; however, my objective was not to express any form
of assurance on it. The matters reported below are limited to the significant internal control deficiencies
that resulted in the basis for the qualified opinion, the findings on the annual performance report and the
findings on compliance with legislation included in this report.

Leadership

49 The department had acting directors-general for a period exceeding a year, which resulted in instability in
leadership at the department.

50 Instability in the chief financial officer position also resulted in poor management of and /or lack of
implementation of sufficient internal controls relating to the key financial components of commitments,
irregular as well as fruitless and wasteful expenditure.

51 Leadership did not take appropriate actions to ensure that monitoring and oversight were exercised over
work/ projects implemented by implementing agents, resulting in fruitless and wasteful expenditure being
incurred on some projects, as was also reported in the prior year.

52 Leadership was slow in addressing audit findings as the action plan was only implemented in the 4th
quarter of the financial year, which resulted in repeat uncorrected material misstatements. The appeal
process negatively affected the department to timely develop a sufficient action plan to address internal
and external audit findings on key matters.

53 Consequence management processes were inadequate as leadership did not take the appropriate action
for irregular as well as fruitless and wasteful expenditure incurred by the department in some instances.
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Financial and performance management

54 Management did not implement proper record keeping in a timely manner in all instances, to ensure
that complete, relevant and accurate information was accessible and available to support financial and
performance reporting.

55 Management'’s processes to conduct proper reconciliations related to commitments, immovable tangible
capital assets and irregular expenditure were inadequate.

56 The department did not have a proper standard operating procedure manual pertaining to emergency
projects, to guide them with procedures/ checklists to know, start, monitor, comply and address projects
done on an emergency basis as and when intervention was required.

Other reports

57 | draw attention to the following engagements conducted by various parties that had, or could have, an
impact on the matters reported in the department’s financial statements, reported performance information,
compliance with applicable legislation and other related matters. These reports did not form part of my
opinion on the financial statements or my findings on the reported performance information or compliance
with legislation.

Investigations

58 Currently, the Special Investigation Unit (SIU) is investigating two projects, which were proclaimed by the
President in 2010 and 2016, respectively:

« A forensic investigation into the Vuwani steel pipeline as per Proclamation Number R118 of 2010
(Gazette No. 22531 of 331 July 2010). This investigation was still in progress.

» Aforensic investigation into allegations of irregularities and possible losses by Lepelle Northern Water,
which is linked to the department, as per Proclamation Number R22 of 2016 (Gazette No. 39935 of
18 April 2016). This investigation was also still in progress.

59 Several other investigations were also conducted, or were in progress, by the internal audit unit at the
request of the accounting officer and/ or the executive authority arising from allegations of financial
misconduct against officials of the department. The completed investigations resulted in recommendations
for disciplinary and/or criminal proceedings to be instituted against the officials concerned, while others
were still in progress at year end.

fuditer- Geneved

Pretoria

31 August 2018

=
- ‘:h.

e
Q

AUDITOR-GENERAL
SOUTH AFRICA

Auditing to build public confidence
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Annexure - Auditor-general’s responsibility for the audit

1 As part of an auditin accordance with the ISAs, | exercise professional judgement and maintain professional
scepticism throughout my audit of the financial statements, and the procedures performed on reported
performance information for selected programmes and on the department’'s compliance with respect to
the selected subject matters.

Financial statements

2 In addition to my responsibility for the audit of the financial statements as described in this auditor’s report,
| also:

+ identify and assess the risks of material misstatement of the financial statements whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control

» obtain an understanding of internal control relevant to the audit 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 department’s internal control

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the accounting officer

» conclude on the appropriateness of the accounting officer’s use of the going concern basis of accounting
in the preparation of the financial statements. | also conclude, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the department’s ability to continue as a going concern. If | conclude that a material uncertainty
exists, | am required to draw attention in my auditor’s report to the related disclosures in the financial
statements about the material uncertainty or, if such disclosures are inadequate, to modify the opinion
on the financial statements. My conclusions are based on the information available to me at the date of
this auditor’s report. However, future events or conditions may cause a department to cease continuing
as a going concern

» evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation

Communication with those charged with governance

3 I communicate with the accounting officer regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that |
identify during my audit.

4 also confirm to the accounting officer that | have complied with relevant ethical requirements regarding

independence, and communicate all relationships and other matters that may reasonably be thought to
have a bearing on my independence and, where applicable, related safeguards.
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Notes to the appropriation statement

1 Detail of transfers and subsidies as per Appropriation Act (after Virement):

DetailofthesetransactionscanbeviewedinthenoteonTransfersandsubsidiesdisclosurenotesand 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)
4.1 Per programme Final Actual Variance Variance as
Appro- Expen- R’000 a % of Final
priation diture Appropriation
Administration 1649851 1998676 (348 825) (21%)

The overspending is due mainly to expenditure incurred mainly on War on Leaks (WoL)
Programme which was implemented without budget allocation.

Water Planning and Information 738 252 653 262 84 990 12%
Management

The under spending is mainly due to, amongst others, the following: non-approval of projects
such as review and update of water losses and non-revenue water; community water education
programme; assessment of water losses and water use efficiency within the irrigation agriculture
sector; standardised water accounting framework and no drop system including its web based
interface, non/ late approval of Terms of Reference (ToR) related to Water Services Planning
Term Contracts: Five Year Reliable Water and Sanitation Services Delivery Implementation and
Monitoring Plan (Phase 1) and technical studies for the Mfolozi River Regional Water Supply
Scheme, Crocodile East Water; Greater Mangaung Water Augmentation Project.

Water Infrastructure 12 844 465 12 146 247 698 218 5%
Development

The total amount of R60.2 million in respect of RBIG: Direct Grant (R35.9 million) and WSIG:
Direct Grant (R24.2 million) could not be transferred due to cash flow constraints the Department
faced with during the month of March 2018. The total amount of R76.1 million (Sedibeng WB -
R70 million and Magalies WB — R6.1 million) could not be disbursed to the two Water Boards
due to cash constraints the Department faced with during the month of March 2018. The amount
of R86.2 million could not be disbursed to the Komati Basin Water Authority (KOBWA) due to
cash constraints during the month of March 2018.The under spending on buildings and other
fixed structures is mainly due to the invoices for the Regional Bulk Infrastructure Programme
(RBIG) and Water Services Infrastructure Grant (WSIG) which could not be paid due to the
Department’s insufficient cash at the bank.
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Water Sector Regulation 374 881 308 053 66 828 18%

Development and provision of basic and advanced training for Environmental Management
Inspectors (EMI), Co-operative Inland Water Safety Programme, Professional Service Provider
for the development of a business case and transition to independent Economic Regulator
Model, finalisation of the Pricing Regulations and Infrastructure Funding Model as well as
Strengthening of Various Regulatory Tools, Waste Discharge Charge System, e-WULAAS, Co-
operative Inland Water Safety Programme, Waste Discharge Standards and development and
implementation of the Regulatory Performance Measurement System (RPMS).

Development and provision of basic and advanced training for Environmental Management
Inspectors (EMI), Co-operative Inland Water Safety Programme, Professional Service Provider
for the development of a business case and transition to independent Economic Regulator
Model, finalisation of the Pricing Regulations and Infrastructure Funding Model as well as
Strengthening of Various Regulatory Tools, Waste Discharge Charge System, e-WULAAS, Co-
operative Inland Water Safety Programme, Waste Discharge Standards and development and
implementation of the Regulatory Performance Measurement System (RPMS)

4.2 Per economic classification Final Actual Variance Variance as

Appro- Expen- R’000 a % of Final

priation diture Appropriation

R’000 R’000 R’000 R’000

Current payments 3151211 3546893 (395 682) (13%)

Compensation of employees 1568 248 1535641 32 607 2%

Goods and services 1571419 1999708 (428 289) (27%)

Interest and rent on land 11544 11544 - 0%

Transfers and subsidies 8 420 569 8185674 234 895 3%

Provinces and municipalities 5195171 5134792 60 379 1%

Departmental agencies and 1 886 056 1885 559 497 0%
accounts

Higher education institutions - - - -

Public corporations and private 1098 503 1022 349 76 154 7%
enterprises

Foreign governments and 198 577 112 132 86 445 44%
international organisations

Non-profit institutions 1160 779 381 33%
Households 41102 30 063 11 039 27%
Payments for capital assets 4035669 3373671 661 998 16%
Buildings and other fixed 3895 801 3301 109 594 692 15%
structures

Machinery and equipment 111481 45123 66 358 60%
Software and other Intangible 28 387 27 439 948 3%
assets
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Current Expenditure: The under spending of R32.6 million in compensation of employees is
mainly due to the unfilled vacant posts during the greater part of the financial year across all the
sub-programmes of the four Programmes within the Department. The overspending in goods
and services is due mainly to expenditure incurred mainly on War on Leaks (WoL) Programme in
the Administration Programme, Sanitation Services project management fees and Infrastructure
and Planning Services (Implementation readiness and feasibility studies and design) within
RBIG under Water Infrastructure Development Programme.

Transfers and Subsidies: The total amount of R60.2 million in respect of RBIG: Direct Grant
(R35.9 million) and WSIG: Direct Grant (R24.2 million) could not be transferred due to cash flow
constraints the Department faced with during the March 2018.

The total amount of R76.1 million (Sedibeng WB - R70 million and Magalies WB — R6.1 million)
could not be disbursed to the two Water Boards due to cash constraints the Department faced
with during the month of March 2018. The amount of R86.2 million could not be disbursed to
the Komati Basin Water Authority (KOBWA) due to cash constraints during the month of March
2018.

Payments for capital assets: The under spending on buildings and other fixed structures is
mainly due to the invoices for the Regional Bulk Infrastructure Programme (RBIG) and Water
Services Infrastructure Grant (WSIG) which could not be paid due to the Department’s insufficient
cash at the bank. The under spending on machinery and equipment is mainly due to non-filling
of critical vacant posts as these have had an impact on associated costs such as office furniture
and office equipment.

Prior year error:

The adjusted appropriation and shifting of funds for the following economic classification
items were incorrectly reported in the 2016/2017 Annual Report. The overall total for the final
appropriation was correct.

Amount before error . .
o . Prior year error Adjusted values

Appropriation correction
per economic Adjusted i Adjusted i Adjusted _
classification Appro- Shifting Aj\ppro- Shifting Aj\ppro- Shifting

T of Funds S of Funds T of Funds

priation priation priation

Advertising 55333 | (34 019) (200) 200 55133 | (33819)
Minor assets 15815 (4 902) (100) 100 15715 (4 802)
Communication (G&S) 38 027 2 405 600 (600) 38 627 1805
Contractors 198 643 35576 (600) 600 | 198043 36 176
Consumable: 29 887 (7 267) (1 420) 1420 28 467 (5 847)
Stationery, printing
and office supplies
Travel and subsistence | 224 283 5849 2020 (2020) | 226 303 3829
Training and 37 007 (9797) (200) 100 36 907 (9697)
development
Rental and hiring 3028 (1 368) (200) 200 2828 (1 168)
Social benefits 8021 3441 15712 | (15712) 23733 | (12271)
Other transfers to 31247 116 | (15712) 15712 15535 15 828
households
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4.3 Per conditional grant Final Actual Variance Variance as

Appro- Expen- R’000 a % of Final

priation diture Appropriation

R’000 R’'000 R’000 R’000

Water Services Infrastructure Grant 3329464 3305237 24 227 1%
(WSIG)

Regional Bulk Infrastructure Grant 1865000 1829002 35998 2%
(RBIG)

The total amount of R35.9 million in respect of RBIG and WSIG R24.2 million could not
be transferred due to cash flow constraints the Department faced with during the month of
March 2018.
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR

ENDED 31 MARCH 2018

REVENUE
Annual appropriation
Departmental revenue

TOTAL REVENUE

EXPENDITURE

Current expenditure
Compensation of employees
Goods and services

Interest and rent on land

Total current expenditure

Transfers and subsidies
Transfers and subsidies

Total transfers and subsidies

Expenditure for capital assets
Tangible assets
Intangible assets

Total expenditure for capital assets

Payments for financial assets
TOTAL EXPENDITURE

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the year

Voted funds

Annual appropriation

Conditional grants
Departmental revenue and NRF Receipts
SURPLUS/(DEFICIT) FOR THE YEAR

Annual Report for 2017/18 Financial Year

Note 2017/18 2016/17
R'000 R'000
1 15 607 449 15 524 597
2 12876 20 964
15 620 325 15 545 561
1535 641 1439 945
4 1999 708 1699 927
5 11 544 74
3546 893 3139 946
7 8185674 | | 7482157
8 185 674 7 482 157
8 3346 232 4989 373
8 27 439 23 959
3373671 5013 332
6 3
15 106 238 15 635 438
514 087 (89 877)
501 211 (110 841)

501211| |  (110841)|
14 12876 20 964
514 087 (89 877)
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STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED
31 MARCH 2018

Note 2017/18 2016/17
R’000 R’000
ASSETS
Current assets 1238961 526 927
Unauthorised expenditure 9 933 304 406 923
Cash and cash equivalents 10 206 218
Prepayments and advances 11 519 38 248
Receivables 12 304 008 79 438
Loans 16 924 2100
Non-current assets 3418 3742
Loans 16 3134 3742
Receivables 12 284
TOTAL ASSETS 1242 379 530 669
LIABILITIES
Current liabilities 1147991 490 143
Voted funds to be surrendered to the Revenue Fund 13 1027 592 296 082
Departmental revenue and NRF Receipts to be 14 299 315
surrendered to the Revenue Fund
Bank overdraft 15 119 204 193 645
Payables 17 896 101
Non-current liabilities
Payables 17 - -
TOTAL LIABILITIES 1147991 490 143
NET ASSETS 94 388 40 526
Note 2017/18 2016/17
R’000 R’000
Represented by:
Recoverable revenue 94 388 | | 40 526
TOTAL 94 388 40 526
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED
31 MARCH 2018

Note 2017/18 2016/17
R’000 R’000
Recoverable revenue

Opening balance 40 526 13676
Transfers: 53 862 26 850
Irrecoverable amounts written off 6.2 - -
Debts revised (4 116) (27 398)
Debts recovered (included in departmental (8 094) (3967)

receipts)
Debts raised 66 072 58 215
Closing balance 94 388 40 526
TOTAL 94 388 40 526
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CASH FLOWS STATEMENT FOR THE YEAR ENDED 31 MARCH 2018

Note 2017/18 2016/17
R’000 R’000

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts 15620 128 15545 561
Annual appropriated funds received 11 15 607 449 15 524 597
Departmental revenue received 2 9687 19 580
Interest received 2.2 2992 1384
Net (increase)/decrease in working capital (712 711) (476 134)
Surrendered to Revenue Fund (308 973) (211 058)
Current payments (3 008 968) (2732 949)
Interest paid 5 (11 544) (74)
Payments for financial assets - ?3)
Transfers and subsidies paid (8 185 674) (7 482 157)
Net cash flow available from operating activities 18 3392 258 4 643 186
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets 8 (3373671) (5013 332)
Proceeds from sale of capital assets 2.3 197 -
(Increase)/ decrease in loans 1784 2401
Net cash flows from investing activities (3371 690) (5010931)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase/ (decrease) in net assets 53 862 26 850
Increase/ (decrease) in non-current payables
Net cash flows from financing activities 53 862 26 850
Net increase/(decrease) in cash and cash equivalents 74 430 (340 895)
Cash and cash equivalents at beginning of period (193 427) 147 468
Unrealised gains and losses within cash and cash -1 -
equivalents
Cash and cash equivalents at end of period 19 (118 998) (193 427)
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ACCOUNTING POLICIES FOR THE YEAR ENDED 31 MARCH 2018

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 - Uncertainty

The financial statements have been prepared on a going concern basis; however there is some
uncertainty in sustaining the going concern as the Department reported an overdraft of R119million
(R193 million 2016/17), a cumulative unauthorised expenditure of R933million (R406 million: 2016/17),
accruals and payables to the value of R2.005 billion (R1.572 billion 2016/17) as at 31 March 2018.

There are no the principal events, activities or conditions that may cast significant doubt on the
department’s ability to continue as a going concern as the department has a mandate to carry out in line
with the Constitution of the Republic of South Africa Act 108 of 1996, National Development Plan and
the second National Water Strategy.

» However in addressing the negative results the department will implement the following recovery
mechanisms:

» The department will not to enter into any new projects over the next three years for efficient utilisation
of the available budget.

* Payments continue to be monitored and co-ordinated from Head Office, to confirm availability of
funds and budget.

» Request approval of unauthorised expenditure in line with the normal parliamentary processes

» Normal monthly reporting and consequence management to address non-compliance with revised
policies and procedures.

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.
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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.

7 Revenue

7.1 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:
it is 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.

8 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.
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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 Accruals and payables not recognised

Accruals and payables not recognised are 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 or in the case
of transfers and subsidies when they are due and payable.

Accruals and payables not recognised are 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.

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.
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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

14.1 | 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.

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.
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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.

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.
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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.

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.
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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.

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.
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27

Related party transactions

A related party transaction is a transfer of resources, services or obligations between the reporting entity
and arelated 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 date determined in a Treasury Instruction)
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.

Subsequent measurement of the cost of inventory is determined on the weighted average basis.

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.

30

Employee benefits

The value of each major class of employee benefit obligation (accruals payables not recognised and
provisions) is disclosed in the Employee benefits note.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 MARCH 2018

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):

2017/18 2016/17

Final Actual Funds not Final Appro-

Appro- Funds requested/ Appro- priation

priation  Received not priation received

received

R’000 R’000 R’000 R’000 R’000

Administration 1649851 1649 851 - 1612 951 1612 951

Water Planning and 802 448 802 448 - 814 813 814 813
Information Management

Water Infrastructure 12 760 363 12 760 363 - 12 750 756 12 750 756

Development
Water Sector Regulation 394 787 394 787 - 346 077 346 077
Total 15607 449 15 607 449 - 15524 597 15524 597
1.2  Conditional grants
Note

2017/18 2016/17

R’000 R’000

Total grants received 36 5194 464 4694 982
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2 Departmental revenue
Note 2017/18 2016/17
R’000 R’000
Tax revenue
Sales of goods and services other than 21 1877 3164
capital assets :
Interest dividends and rent on land 2.2 2992 1384
Sales of capital assets 2.3 197 -
Transactions in financial assets and liabilities 2.4 7810 16 416
Transfer received 2.5 - -
Departmental revenue collected 12 876 20 964
2.1  Sales of goods and services other than capital assets
Note 2017/18 2016/17
2 R’000 R’000
Sales of goods and services produced by 1871 3164
the Department
Sales by market establishment 669 877
Administrative fees - -
Other sales 1172 2287
Sales of scrap waste and other used current 6
goods
Total 1877 3164
2.2 Interest dividends and rent on land
Note 2017/18 2016/17
2 R’000 R’'000
Interest 2992 1384
Total 2992 1384
2.3  Sale of capital assets
Note 2017/18 2016/17
2 R’'000 R’000
Tangible assets
Machinery and equipment 197 | | -
Total 197 -

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation




PART E | ANNUAL FINANCIAL STATEMENTS (VOTE 36)

24 Transactions in financial assets and liabilities

Note 2017/18 2016/17

2 R’000 R’000

Receivables 6 581 3484

Stale cheques written back 0 5)

Other Receipts including Recoverable 1229 12 937

Revenue
Total 7810 16 416
2.5 Transfers received

Note 2017/18 2016/17

2 R’000 R’000

Public corporations and private - -
enterprises

Total - -
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3 Compensation of employees

3.1 Salaries and Wages

Note 2017/18 2016/17
3 R’000 R’000
Basic salary 1076 655 1001 809
Performance award 28 228 19 805
Service Based 2612 3406
Compensative/circumstantial 10 653 20 846
Periodic payments 14 8
Other non-pensionable allowances 227 245 215 326
Total 1345 407 1261 200

3.2  Social contributions
Note 2017/18 2016/17
3 R’000 R’000

Employer contributions
Pension 128 605 120 020
Medical 61 356 58 476
UIF 1 -
Bargaining council 272 249
Total 190 234 178 745
Total compensation of employees 1535641 1439 945
Average number of employees 3283 3469
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4 Goods and services

Note 2017/18 2016/17
R’000 R’000
Administrative fees 20 790 7 981
Advertising 13574 18 349
Minor assets 4.1 3862 6 599
Bursaries (employees) 2017 2834
Catering 4 800 4920
Communication 31766 36 876
Computer services 4.2 97 851 115 415
Consultants: Business and advisory services 182 223 249 432
Infrastructure and planning services 304 670 122 008
Laboratory services 1333 5789
Legal services 11 903 12 866
Contractors 24 544 360 966
Agency and support/outsourced services 6 303 22 286
Entertainment 158 165
Audit cost — external 43 21952 28 875
Fleet services 24 916 3006
Inventory 4.4 6 127 7749
Consumables 45 29 291 35696
Operating leases 311 010 326 325
Property payments 4.6 102 473 91 857
Rental and hiring 1977 565
Transport provided as part of the 324 738

Departmental activities
Travel and subsistence 4.7 202 925 207 163
Venues and facilities 3031 4 036
Training and development 581 117 14 212
Other operating expenditure 4.8 8771 13219
Total 1999 708 1699 927

Prior year error: The opening balances for contractors, consumables and inventory were adjusted.
R7.6 million was incorrectly reported as a contractor instead of inventory-other supplies, R6.1 million
was reported as inventory instead of consumables. The total balance for goods and services expenditure
was not misstated. The net effect of the errors resulted in increased inventory opening balance of
R1.5 million, reduction of contractors opening balance from R368.6 million to R360.9 million and
increase in opening balance for consumables from R29.5 million to R35.6 million.

Training & Development: Significant increase in 2017/2018 expenditure relates to War on Leaks
student training programme payments to the value of R573 million.
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4.1 Minor assets

Tangible assets
Machinery and equipment
Transport assets
Intangible assets
Software
Total

4.2  Computer services

SITA computer services

External computer service providers

Total

4.3  Audit cost — External

Regularity audits
Performance audits
Investigations
Environmental audits
Computer audits
Total

Note

Note

Note

2017/18 2016/17
R’000 R’000
3862 6599
3758 6 564

104 35
3862 6 599

2017/18 2016/17

R’000 R’000
20 302 22 968
77 549 92 447
97 851 115415

2017/18 2016/17

R’000 R’000

20 633 27 355
814 1200
505 320
21952 28 875
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4.4  Inventory

Note 2017/18 2016/17

4 R’000 R’000

Clothing material and accessories - -
Farming supplies - -
Food and food supplies - -
Fuel oil and gas - -
Materials and supplies - -
Medical supplies - -
Other supplies 441 6 127 7749
Total 6 127 7749

Prior year error: The opening balance for inventory was adjusted from R6.2 million to R7.7 million; the
net effect is an increase of overall inventory by R1.5 million.

Total Inventory was overstated by R6.1 million of consumable supplies incorrectly classified as inventory
clothing, farming supplies, food, fuel, material and medical supplies whilst understated by R7.6 million
of other supplies incorrectly reported as contractor.R68 thousand was reported under other supplies as
a result.

4.4.1 Other supplies

Note 2017/18 2016/17

4.4 R’000 R’000

Assets for distribution 6 127 7749
Other assets for distribution 6 127 | | 7749
Other - -
Total 6 127 7749

Prior year error: The opening balance for other supplies was adjusted from R68 thousand to
R7.7 million, It was understated by R7.6 million incorrectly reported as contractor. The net effect is an
increase of other supplies by R7.6 million.
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45 Consumables

Note 2017/18 2016/17

4 R’000 R’000

Consumable supplies 15 847 20223
Uniform and clothing 3456
Household supplies 4641 6 074
Building material and supplies 1096 3627
Communication accessories 263 1

IT consumables 709 1044
Other consumables 9138 6 021
Stationery printing and office supplies 13 444 15 473
Total 29 291 35 696

and material and other consumables have been restated.

Prior year error: Consumables to the value of R6.1 million was incorrectly reported as inventory
clothing, farming supplies, food, fuel, material and medical supplies .The net effect is an increase in the
understated opening balance from R29.5 million to R35.6 million. Uniform, household supplies, building

4.6  Property payments

Note 2017/18 2016/17

4 R’'000 R’000

Municipal services 57 704 45 551
Property maintenance and repairs 3055 19 696
Other 41714 26 610
Total 102 473 91 857

4.7  Travel and subsistence

Note 2017/18 2016/17

4 R’000 R’000

Local 189 155 191 338
Foreign 13770 15 825
Total 202 925 207 163
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Total
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Note 2017/18 2016/17
4 R’000 R’000
1092 348

1032 1417

6 647 11 454

8771 13219

Included in the line item other operating expenditure in sub-note 4.8 for Goods & Services is an amount
of R6.6 million (2016/17: R11.4 million) classified under other expenditure line item of which the
breakdown per trial balance is below:-

Laundry Services

Courier and Delivery Services
Competency Certificates
Freight Services

Voluntary Workers

Non-Life Insurance Premiums
Printing and Publication Services
Roadworthy Tests

Storage Of Assets

Storage Of Files

Warranties and Guarantees
Total

Interest and rent on land

Interest paid
Rent on land
Total

Annual Report for 2017/18 Financial Year

Note 2017/18 2016/17
4 R’000 R’000
22 2

1118 919

108 105

3 -

10 12

1917 3215

3173 4434

5 6

62 53

- 57

229 2651

6 647 11454

Note 2017/18 2016/17
5 R’000 R’000
11544 74

11544 74
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6 Payments for financial assets
Note 2017/18 2016/17
R’000 R’000
Material losses through criminal conduct - -
Theft 6.3 - -
Other material losses written off 6.1
Debts written off 6.2 - 3
Total - 3
6.1 Other material losses written off
Note 2017/18 2016/17
6 R’000 R’000
Nature of losses
Prepayments and Advances - -
Salary Control Accounts - -
Total - -
6.2  Debts written off
Note 2017/18 2016/17
6 R’000 R’000
Nature of debts written off
Bad debts - -
Human Settlement - -
Bad Debts - Irrecoverable - 3
Total - 3
6.3  Detalls of the theft
Note 2017/18 2016/17
6 R’000 R’000

Nature of theft
Fraud and Disallowance - -

Total - -
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7

Transfers and subsidies

2017/18 2016/17
R’000 R’000
Note

Provinces and municipalities 36 37 5134 792 4681319
Departmental agencies and accounts Annex 1B 1885 559 1725 869
Higher education institutions Annex 1C - -
Foreign governments and international 112 132 188 250

organisations Annex 1€
Public corporations and private enterprises Annex 1D 1022 349 844 773
Non-profit institutions Annex 1F 779 3337
Households Annex 1G 30 063 38 609
Total 8185674 7482 157

The balances on Note 9 reflect actual expenditure incurred in the period whilst the related Annexures
reflects details of appropriated transfer figures and actual expenditure balances.
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8 Expenditure for capital assets

Tangible assets
Buildings and other fixed structures
Machinery and equipment

Intangible assets
Software

Total

8.1 Analysis of funds utilised to acquire capital assets —2017/18

Tangible assets
Buildings and other fixed structures
Machinery and equipment

Intangible assets
Software

Total

Note 2017/18 2016/17

R’000 R’000

3346 232 4989 373

32 3301 109 4 927 369

30 45 123 62 004

27 439 23 959

31 27439 | 23 959

3373671 5013 332

Voted Aid Total
funds assistance

R’000 R’000 R’000

3346 232 - 3346 232

3301109 - 3301109

45123 - 45123

27 439 - 27 439

27 439 | - 27 439

3373671 - 3373671
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8.2  Analysis of funds utilised to acquire capital assets — 2016/17

Voted Aid Total
funds assistance
R’000 R’000 R’000
Tangible assets 4989 373 - 4989 373
Buildings and other fixed structures 4 927 369 - 4927 369
Machinery and equipment 62 004 - 62 004
Intangible assets 23 959 - 23 959
Software 23959 | -1 23 959
Total 5013 332 - 5013 332
8.3  Finance lease expenditure included in expenditure for capital assets
Note 2017/18 2016/17
8 R’000 R’000
Tangible assets
Machinery and equipment 18 273 | | 22 143
Total 18 273 22143
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9 Unauthorised expenditure
9.1  Reconciliation of unauthorised expenditure
Note

Opening balance
Prior period error
As restated

Unauthorised expenditure - discovered in the current
year (as restated)

Less: Amounts approved by Parliament/Legislature with
funding

Closing balance

2017/18 2016/17
R’000 R’000
406 923 3782
406 923 3782
526 381 406 923
- (3782)

933 304 406 923

9.2  Analysis of unauthorised expenditure awaiting authorisation per economic

classification

Current

Capital

Transfers and subsidies
Total

9.3  Analysis of unauthorised expenditure awaiting authorisation per type

Unauthorised expenditure relating to overspending of the
vote or a main division within a vote

Unauthorised expenditure incurred not in accordance
with the purpose of the vote or main division

Total

2017/18 2016/17

R’000 R’000
526 381 -
292 269 292 269
114 654 114 654
933 304 406 923
2017/18 2016/17

R’000 R’000
684 618 292 269
248 686 114 654
933 304 406 923
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9.4  Details of unauthorised expenditure — current year

. Disciplinary steps taken/criminal 2017/18
Incident .

proceedings R’000

Programme 1 - unauthorised expenditure Reported to Accounting Office, Executive 392 349

amount resulting from exceeding of Authority and National Treasury
the budget for goods and services,

payments made towards the War on

Leaks Programme.

Programme 3 - unauthorised expenditure Reported to Accounting Office, Executive 134 032
amount resulting from exceeding of Authority and National Treasury.

the budget for goods and services,

payments made towards infrastructure

planning services.

Total 526 381

9.5 Unauthorised expenditure split into current and non-current assets

2017/18

Details Current Non-current Total

R’000 R’000 R’000
Unauthorised expenditure relating to overspending 684 618 - 684 618
of the vote or a main division within a vote
Unauthorised expenditure incurred not in 248 686 - 248 686
accordance with the purpose of the vote or main
division
Total 933 304 - 933 304

Although in terms of the definition (Chapter 1 of PFMA), Unauthorised expenditure means overspending
of the vote or a main division within a vote, and/or expenditure incurred not in accordance with the
purpose of the vote or main division, the disclosed amount is resulting from excess expenditure in goods
and services in that Section 43 (3) (C) of the PFMA does not authorise the utilisation of a saving in an
amount appropriated for capital expenditure to defray current expenditure.
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10 Cash and cash equivalent

Consolidated Paymaster General Account

Cash on hand

Investments (Domestic)

Total

11 Prepayments and advances

Travel and subsistence

Advances paid (Not expensed)

Total

11.1 Advances paid (Not expensed)

National departments
Provincial departments
Public entities

Other entities

Total

Note

11

Note 2017/18 2016/17
10 R’000 R’000
72 76
134 142
206 218
Note 2017/18 2016/17
R’000 R’000
293 306
11.1 226 37 942
519 38 248
Balances as at Less: Add: Balance as at
01 April 2017 Amount Current 31 March 2018
expensed year pre-
in current  payments
year
R’000 R’000 R’000 R’000
685 (685) 226 226
37 257 (37 257)
37 942 (37 942) 226 226
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12

Receivables
2017/18 2016/17
Current Non- Total Current Non- Total
current current
Note R’000 R’000 R’000 R’000 R’000 R’000
Claims 12.1 207 902 - 207902 39 392 - 39 392
recoverable Annex 4
Recoverable 201 - 201 (88) - (88)
expenditure 12.2
Staff debt 12.3 5930 284 6214 4 679 - 4679
Other debtors 12.4 76 616 - 76 616 24775 - 24775
Fruitless & 13 359 - 13 359 10 680 - 10 680
Wasteful Exp. 125
Total 304 008 284 304 292 79 438 - 79 438
12.1 Claims recoverable
Note 2017/18 2016/17
12 R’000 R’000
National departments 1103 326
Provincial departments -
Public entities 206 799 39 066
Total 207 902 39 392
12.2 Recoverable expenditure (disallowance accounts)
Note 2017/18 2016/17
12 R’000 R’000
Sal: Deduction Disallowance Accounts 7 1
Sal: Reversal Control Accounts (87) (100)
Sal: Tax Debt 2 5
Disallowance Payment Fraud: CA 248 2
Sal: ACB Recall 2) -
Disallowance Miscellaneous: CA 33 4
Total 201 (88)
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Salary Overpayment & leave without pay
Tax Debt

Bursary (Breach of contract)

State Guarantees

T & S Advance: Dom

GG Accidents

Telephone/cell phone debt

Subsidies Transport

Departmental Debt/Employees/ Ex-employees/
Other

Loss and damages
Total

12.4 Other debtors

Municipal/ Supplier Debt
External Debt
Total

12.5 Fruitless and Wasteful Expenditure

Opening Balance
Less Amounts Recovered
Less Amounts Written Off

Transfers from note 26 Fruitless & Wasteful
Expenditure

Interest
Total
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12.3 Staff debt

Note 2017/18 2016/17
12 R’000 R’000
2 829 2 298

9 1

1347 790

- 2

197 17

8 36

435 358

1038 827

75 350

276 -

6214 4679

Note 2017/18 2016/17
12 R’000 R’000
73 353 21723

3263 3052

76 616 24 775

Note 2017/18 2016/17
12 R’000 R’000
10 680 -

©) @

2 682 10 682

13 359 10 680
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12.6 Impairment of receivables

Note 2017/18 2016/17

12 R’000 R’000

Estimate of impairment of receivables 2 895 2292
Total 2895 2292

13 Voted funds to be surrendered to the Revenue Fund

Note 2017/18 2016/17

R’000 R’000

Opening balance 296 082 189 553

Prior period error 13.1 -

As restated 296 082 189 553

Transfer from statement of financial performance 501 211 (110 841)
(as restated)

Add: Unauthorised expenditure for current year 526 381 406 923

Voted funds not requested/not received 1.1 - -

Paid during the year (296 082) (189 553)

Closing balance 1027 592 296 082

13.1 Prior period error
Note 2016/17
13 R’000

Nature of prior period error
Relating to 2016/17 -

Closing balance incorrectly reported due to typing -
error during the printing of the Annual Report

Closing balance as restated on the Annual Report -

Total prior period errors -
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14 Departmental revenue and NRF Receipts to be surrendered to the Revenue

Fund

Note

Opening balance
Prior period error 14
As restated

Transfer from Statement of Financial Performance
(as restated)

Paid during the year
Closing balance

14.1 Prior period error

Note
14
Nature of prior period error

Closing balance incorrectly reported due to
template rounding

Total revenue balance actually paid in April 17 and
recorded

Total prior period errors

2017/18 2016/17
R’000 R’000
314 856

(1)

314 855

12 876 20 964
(12 891) (21 505)
299 314
2016/17

R’000

(315)

314

(1)

R1 thousand overstated revenue to be surrendered.

Prior year error: Revenue to be surrendered to the National revenue Fund was incorrectly reported
as R315 thousand instead of R314 thousand due to rounding differences resulting in net effect of
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15 Bank Overdraft

Note 2017/18 2016/17

15 R’'000 R’000

Consolidated Paymaster General Account 119 189 193 645

Overdraft with commercial banks (Local) 15 -

Total 119 204 193 645

16 Loans

Note 2017/18 2016/17

16 R’000 R’000

Public corporations 4058 5842

Total 4058 5842
Analysis of Balance

Opening balance 5842 8243

New Issues 130 250

Repayments (1914) (2 651)

Closing balance 4058 5842
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17

17.1

17.2

Payables — current

Amounts owing to other entities
Advances received

Clearing accounts

Other payables

Total

Advances received

National departments
Provincial departments
Public entities

Other institutions

Total

Note 2017/18 2016/17
R’000 R'000
60 -

17.1 400
172 451 105
173 (15) @)
896 101
Note 2017/18 2016/17
17 R'000 R'000
400 -
400 -

I Grants received from DPSA in respect of Tirelo Bosha Project run jointly with Saldanha Bay Municipality I

Clearing accounts

Sal: Income Tax

Sal: Pension Fund: CL

Payable: Adv: Pub Ent Adv Acc CL
Sal: Bargaining Councils: CL

Sal: Finance Other Institution CL
Sal: Rent Non Recoverable: CL
Sal:GEHS Refund Control:CL
Sal:Persal interface Control:CL

Sal Garnishee Order

Total

17.3 Other payables

w Annual Report for 2017/18 Financial Year

Bank charges to be paid April 2018
Total

Note 2017/18 2016/17
17 R’000 R’000
421 87

27 2

- 17

- 1

) )

5 -

451 105

Note 2017/18 2016/17
17 R’000 R’000
(15) (4)

(15) (4)
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18 Net cash flow available from operating activities

Note 2017/18 2016/17
18 R’'000 R’000

Net surplus/ (deficit) as per Statement of Financial 514 087 (89 877)
Performance
Add back non cash/ cash movements not deemed 2878171 4733 063
operating activities
(Increase)/ decrease in receivables — current (224 854) (69 288)
(Increase)/ decrease in prepayments and 37729 731
advances
(Increase)/ decrease in other current assets - 3782
Increase/ (decrease) in payables — current 795 (4 436)
Proceeds from sale of capital assets (197) -
Expenditure on capital assets 3373671 5013 332
Surrenders to Revenue Fund (308 973) (211 058)
Voted funds not requested/ not received - -
Net cash flow generated by operating activities 3392 258 4643 186

19 Reconciliation of cash and cash equivalents for cash flow purposes

Note 2017/18 2016/17

19 R’000 R’000

Consolidated Paymaster General account (119 189) (193 645)
Cash on hand 72 76
Cash with commercial banks (Local) 119 142
Total (118 998) (193 427)
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20 Contingent liabilities and contingent assets

20.1 Contingent liabilities

Note 2017/18 2016/17
20 R’000 R’'000

Liable to Nature
Housing loan guarantees Employees Annex 3A 206 95
Other guarantees Annex 3A 19 184 823 21 212 640
Claims against the Department Annex 3B 133775 100 459
Ln;gggg:)rnmental payables (unconfirmed Annex 5 ) 697 670
Total 19 318 804 22 011 167

Contingent liabilities 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 Department of Water & Sanitation.

Prior year error: Claims against the state contingent liabilities were overstated by R101.2million due
to reporting of a legal case that was partially settled within the reporting period. The impact of the error
resulted in overall overstatement of contingent liabilities by R101.2million. R22.112 billion was reported
instead of R22.011 billion.

Prior year error: The capital amount for the foreign exchange guarantees: Annexure 3A was understated
as it was not calculated in line with the exchange rates of 14.184116 at 31 March 2017. The impact of
the error resulted in understatement of R179.8 million - but requires no restatement in the current year
as the capital is now recalculated at exchange rate of 14.615504 as at 31 March 2018.

20.2 Contingent assets

Note 2017/18 2016/17
20 R’000 R’000

Nature of contingent asset
SJ Dube 2108 2108
JS Nkuna 1231 967
Total 3339 3075

The Department of Water & Sanitation has legal claims against several Parties of which the outcome is
still uncertain.
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21 Commitments

Note 2017/18 2016/17
21 R’000 R’000

Current expenditure
Approved and contracted 522 226 417 689
Approved but not yet contracted 603 816 16 157
1126 042 433 846

Capital expenditure

Approved and contracted 6 000 377 4 453 022
Approved but not yet contracted 38 12
6 000 415 4 453 034
Total Commitments 7 126 457 4 886 880

The capital commitments reported arise from multi-year contractual arrangements and the relevant
payments will be made over several years.

Goods and Services commitments include open orders, but where the goods or services have not been
delivered and payment will be effected once received.

Prior year error: The opening balance for commitments was adjusted from R9.178 billion reported in
2016/2017 to R4.887 billion. The net effect of prior year error is that the opening balance has decreased
by R4.291 billion.

22 Accruals and payables

22.1 Accruals

2017/18 2016/17
R’000 R’000
Listed by economic classification
30 Days 30+ Days Total Total
Goods and services 63 196 9 388 72 584 37 422
Transfers and subsidies 200 - 200 -
Capital assets 418 662 46 467 465 129 733 472
Total 482 058 55 855 537 913 770 895
Note 2017/18 2016/17
22 R’000 R’000
Listed by programme level
Administration 48 616 34 109
Water Planning and Information 10 068 900
Management
Water Infrastructure Development 475 595 365 252
Water Sector Regulation 3634 370 633
Total 537913 770 895

Prior year balance for accrual was adjusted from R750 million reported in 2016/2017 to restated
amount of R771 million. The net effect of prior year error is that the opening balance has increased by
R21 million.
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22.2 Payables not recognised

Listed by economic classification

Goods and services
Transfers and subsidies
Capital assets

Total

Listed by programme level
Administration

Water Planning and Information
Management

Water Infrastructure Development
Water Sector Regulation
Total

Included in the above totals are the
following:

Confirmed balances with other
departments

Confirmed balances with other
government entities

Total

Employee benefits

Leave entitlement

Service bonus (Thirteenth cheque)
Performance awards

Capped leave commitments

Other (Long service awards)

Total
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2017/18 2016/17

R'000 R'000

30 Days 30+ Days Total Total
346937 545708 892 645 122514
94 366 - 4 366 .
308020 171355 479 375 679 017
749323 717063 1466 386 801 531
Note 2017/18 2016/17
22 R'000 R'000
809 215 96 343

46 346 1876

602 558 669 316

8 267 33 996

1466 386 801 531

Note 2017/18 2016/17
R'000 R'000

Annex 5 4 486 1105
Annex s 15471 4381
19 957 5 486

Note 2017/18 2016/17
23 R'000 R'000
69 639 69 536

39 626 37027

28 438 19 676

79 677 81488

1947 1691

219 327 209 418

At this stage the department is not able to reliably measure the long term portion of the long service

awards
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24 Lease commitments

241 Operating leases expenditure

Specialised 2#&'%'{;}%? Machinery
2017/18 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - - -
Later than 1 year and not later than
5 years - - - - -
Later than five years - - - - -
Total lease commitments - - - - -
Specialised 5’#&'%‘3}%? Machinery
2016/17 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - - -
Later than 1 year and not later than
5 years - - - - -
Later than five years - - - - -
Total lease commitments - - - - -
24.2 Finance leases expenditure**
Specialised Srl:éliltr;]ge? Machinery
2017/18 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - 7 529 7529
Later than 1 year and not later than - - - 4743 4743
5 years
Later than five years - - - - -
Total lease commitments - - - 12 272 12 272
Specialised ;B\r?élilt%ge? Machinery
2016/17 military Land fixed and Total
equipment structures equipment
Not later than 1 year - - - 5775 5775
Later than 1 year and not later than - - - 3 956 3 956
5 years
Later than five years - - - - -
Total lease commitments - - - 9731 9731
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25

The finance lease obligations consist of various leases (photocopy machines and vehicles). The
government borrowing rate is applied, currently at 10.25%.

The Department entered into several finance lease agreements, renewable from 3 to 5 years as follows:

Category Term Escalation
Copy machines 3 fixed @10.25 %link to Government borrowing rate
Vehicles 5 fixed @10.25 %link to Government borrowing rate

Purchase options

The Department have not entered into any contract for sub-leases of assets and any leaseback
arrangement for both vehicle and equipment leases. In terms of the signed agreement the Department
is not responsible for Repairs, Maintenance, enhancements and disposal of the leased equipment and
vehicles.

Irregular expenditure

25.1 Reconciliation of irregular expenditure

288

Note 2017/18 2016/17
25 R’'000 R’000
Opening balance 4178 201 2493172
Prior period error (869)
As restated 4178 201 2492 303
Add: Irregular expenditure — relating to prior year 347 742 2176
Add: Irregular expenditure — relating to current year 1630 099 1683814
Less: Prior year amounts condoned a7 (81)
Less: Current year amounts condoned - (11)
Closing balance 6 156 025 4178 201
Analysis of awaiting condonation per age classification
Current year 1630 099 1683803
Prior years 4 525 926 2494 398
Total 6 156 025 4178 201

Included in the above cumulative irregular expenditure total of R6.156 billion is an amount of R3 billion
(R2.2 billion — 2016/17) 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.

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 error: Irregular expenditure was incorrectly overstated by R1 thousand for catering costs that
were not settled by the Department in 2011/2012 and R868 thousand irregular expenditure incorrectly
reported for sanitation projects. The net effect is reduction of opening irregular expenditure by
R869 thousand.
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Incident

Goods and Services: Tender for provision of IT
services not advertised through SITA

Goods and Services: Appointed as a Single/Preferred
source and there is no evidence that a thorough
market research and a transparent/equitable pre-
selection process was conducted (Hotel and Tourism
Investment)

Goods and Services: Appointment made at high
salary scale without the approval of delegated
authority

Goods and Services: FS-Official attended different
training than one approved to attend, No valid lease
agreement for Mpumalanga Office accommodation
and EC -Quotation awarded to a supplier who was
not initially invited to quote & was not listed on the
selection list - payment, EC-Proper procurement
processes not followed during the appointment
of service provider-Two Tigers Civil, EC-Proper
procurement processes not followed during the
appointment of service provider-Yamin Marketing

Goods and Services: No quorum formed during
adjudication of bid - DL Consulting, LIM- Utilisation of
an expired contract and LIM- Preferential procurement
system not utilised during the awarding of a quotation
above R30 000

Goods and Services: Projected implemented
without treasury approval of the deviation (Implex
Entertainment)

Goods and Services: Catering service provided
without following procurement processes (Vuyo
Lekhaya Trading and Projects), (Loyal Support
Trading)

Goods and Services: Inappropriate disqualification of
a bidder by BEC: CAPS

Commitments: Eastern cape & Limpopo- Contract
amount exceeded without an approved of variation
order

Infrastructure: LIM-Supply of pipes - contract amount
exceeded without an approved variation order

Infrastructure: Proper procurement process not
followed when appointing the contractors for Giyani
emergency intervention and LIM-Supply of pipes
- contract amount exceeded without an approved
variation order

Infrastructure:  Sanitation (Vharanani)-- Bucket
eradication project in Free State - Reasons for
deviation from SCM processes not justified, (NJR
Projects)-- Bucket eradication project in Northern
Cape - Reasons for deviation from SCM processes
not justified

Infrastructure:FS-RS26 Mafube Bulk Sewer Phase1
- Contract amount exceeded without prior approval
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25.2 Details of irregular expenditure — current year

Disciplinary steps taken/
criminal proceedings

Awaiting condonation from NT

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

2017/18
R’000

88 247

9 858

165

255

2761

4 358

65

3997

1591

601

800 780

682 632

10 184

Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation w



Incident

Infrastructure: NC- Services rendered without a
contract between the IA and the Department

Infrastructure: KZN-Splitting of the orders in
installation and equipping of boreholes

Prior year: FS- Deviation from specification during
tender evaluation -RS14 Mohokare - Lohan Civils
and Lim utilisation of expired contract and No quorum
formed during bid Adjudication - DL consulting, LIMP-
utilisation of an expired contract

Prior year: FS-Tender not advertised publicly-RS14
Mohokare - Rowan

Prior year: Emergency appointment of a service
provider for supply, delivery and installation of
desalination plant

Prioryear: Sanitation (Vharanani)-- Bucket eradication
project in Free State - Reasons for deviation from
SCM processes not justified

Prior year: Sanitation Safcrete - Bucket eradication
project - reasons for deviation not justifiable

Total

25.3 Details of irregular expenditure condoned

Incident

Training attended without an order -Sarwa

Total

Prior period error

Nature of prior period error

Rina Le Roux — Catering services 2011/12 F/Y
Vharanani -Bucket Eradication was over stated
Total
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Disciplinary steps taken/
criminal proceedings

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Case still under investigation to
determine liability

Condoned by
(condoning authority)

2017/18
R’000
23 796
809

39 646

56 676

87 210

158 310

5900

1977 841

2017/18
R’000

17

17

2016/17
R’000
1)
(868)

(869)

The net effect is a reduction of irregular expenditure by R869 thousand.

The opening balance was overstated by R869 thousand relating to catering services offered by
Rina Le Roux in 2011/2012 financial year R1 thousand, costs were later paid by the transgressor. It was
incorrectly reported as if it was paid the Department. The irregular expenditure for Bucket Eradication
was over stated by an amount of R868 thousand Vharanani.
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26 Fruitless and wasteful expenditure

26.1 Reconciliation of fruitless and wasteful expenditure

Note 2017/18 2016/17

26 R’'000 R’000

Opening balance 59 860 64 016
Prior period error

As restated 59 860 64 016

Fruitless and wasteful expenditure — relating to prior year 11 -

Fruitless and wasteful expenditure — relating to current 11 560 14 066

year

Less: Amounts resolved (52 574) (7 540)

Less: Amounts transferred to receivables for recovery (2 682) (10 682)

Fruitless and wasteful expenditure awaiting resolution 16 175 59 860

26.2 Analysis of awaiting resolution per economic classification

2017/18 2016/17

R’'000 R’000

Current 12 105 26 045

Capital 4070 33815

Total 16 175 59 860

26.3 Analysis of Current year’s fruitless and wasteful expenditure
Incident Disciplinary steps taken/criminal proceedings 20;7(%3
Accommodation Letters sent to officials informing them of the fruitless 13
expense and possible recovery.
Transportation Letters sent to officials informing them of the fruitless 10
expense and possible recovery.

Cancellation Fees Matter under investigation to determine liability. 4

Interest Paid Resolved and written off 11544

Total 11571

Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation “




PART E | ANNUAL FINANCIAL STATEMENTS (VOTE 36)

27 Related party transactions

Note 2017/18 2016/17
27 R’000 R’000
Year end balances arising from revenue/payments
Payables to related parties - -
Total - -
Note 2017/18 2016/17
27 R’'000 R’000
In kind goods and services provided/received
Water Institute of South Africa Biennial Conference - 800
sponsorship
Total - 800

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.

The list 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; 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.
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28 Key management personnel

No. of

individuals 2017/18 2016/17

R’000 R’000

Political office bearers (provide detail below) 2 4314 4211
Officials:

Level 1510 16 12 15 426 17 722

Level 14 (incl. CFO if at a lower level) 48 46 826 42 678

Family members of key management personnel 1 433 397

Total 66 999 65 008

29 Provisions

Note 2017/18 2016/17

29 R’000 R’'000

Total - -

29.1 Reconciliation of movement in provisions — 2017/18

Provision 1 Provision 2 Provision 3 Total provisions

R’000 R’000 R’'000 R’000

Opening balance - - - -

Increase in provision - - - -

Settlement of provision - - - -

Unused amount reversed - - - -

Closing balance - - - -

Reconciliation of movement in provisions — 2016/17

Provision 1 Provision 2 Provision 3 Total provisions

R’000 R’000 R’000 R’000

Opening balance - 23 - 23

Increase in provision - - - -

Settlement of provision - - - -

Unused amount reversed - (23) - (23)

Closing balance - - - -
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30 Non-adjusting events after reporting date

2017/18
Nature of event R’000
Include an estimate of the financial effect of the subsequent -
non-adjusting events or a statement that such an estimate
cannot be made.
Total -
| There were no non adjusting events after reporting date
31 Movable Tangible Capital Assets
Movement in movable tangible capital assets per asset register for the year ended
31 March 2018
Opening Value  Additions Disposals Closing
balance adjustments Balance
R’000 R’000 R’000 R’000 R’000
Machinery and equipment 409 029 (4 412) 29 279 (4 768) 429 128
Transport assets 16 464 - 1160 (1 083) 16 541
Computer equipment 129 353 260 12 893 (2 142) 140 364
Furniture and office equipment 53 760 - 1580 (1 151) 54 189
Other machinery and 209 452 (4672) 13 646 (392) 218 034
equipment
Total movable tangible 409 029 (4 412) 29279  (4768) 429128

capital assets

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 104 1977

Assets under investigation have either been sent to lost committee for recommendation while a portion
is investigated to determine negligence or possible write off
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31.1 Additions

Additions to movable tangible capital assets per asset register for the year ended
31 March 2018

Cash* Non- (Capital Work Received Total
cash** in Progress current not
current paid
costs and .
finance lease (Paid cur_rendt
payments) year receive
prior year)
R’000 R’000 R’000 R’'000 R’000
Machinery and equipment 45123 41 (18 273) 2388 29279
Transport assets 12 207 (11 047) - 1160
Computer equipment 11 309 41 1543 12 893
Furr_nture and office 1402 178 1580
equipment
Other machinery and 20 205 (7 226) 667| 13646
equipment
Total additions to movable 45 123 a1 (18 273) 5388 29 279

tangible capital assets

31.2 Disposals

Disposals of movable tangible capital assets per asset register for the year ended
31 March 2018

Sold for Non-cash Total Cash

cash disposal disposals Received

Actual

R’000 R’000 R’000 R’000

Machinery and equipment 4768 - 4768 203
Transport assets 1083 - 1083 179
Computer equipment 2142 - 2142 24
Furniture and office equipment 1151 - 1151 -
Other machinery and equipment 392 - 392 -
Total disposal of movable 4768 ) 4768 203

tangible capital assets
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31.3 Movement for 2016/17

Movement in movable tangible capital assets per asset register for the year ended

31 March 2017

Opening Prior period Additions Disposals Closing

balance error Balance

R’000 R’000 R’000 R’000 R’000

Machinery and equipment 371 653 - 39 911 (2 535) 409 029

Transport assets 14 891 - 3679 (2 106) 16 464

Computer equipment 113 545 - 15 843 (35) 129 353

Furniture and office 51 258 - 2820 (318) 53 760
equipment

Other machinery and 191 959 - 17 569 (76) 209 452
equipment

Total movable tangible 371653 - 39911 (2 535) 409 029

capital assets

31.4 Minor assets

Movement in minor assets per the asset register for the year ended as at 31 March 2018

Specialised Intangible  Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Opening balance - 102 - 68 587 - 68 689
Value adjustments - - - 348 - 348
Additions - - 9818 - 9818
Disposals - - - (711) - (711)
Total minor assets - 102 - 78 042 - 78 144
Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Number of minor ) ) ) 28 468 ) 28 468
R1 assets
Number of minor ) ) ) 62 097 ) 62 097
assets at cost
Total number of
minor assets . ) ) 90 565 - 90565
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:
Intangible assets 41 44
Machinery and equipment 14 30

is investigated to determine negligence or possible write off

Assets under investigation have either been sent to lost committee for recommendation while a portion
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Movement in minor assets per the asset register for the year ended as at 31 March 2017

Specialised Intangible  Heritage Machinery Biological Total
military assets assets and assets
assets equipment

R’'000 R’'000 R’000 R’000 R’000 R’000

Opening balance - 102 - 61738 - 61 840
Prior period error - - - - - -
Additions - - 6 920 - 6 920
Disposals - - (72) - (72)
Total minor assets - 102 - 68 587 - 68 689

Number of minor
R1 assets

Number of minor
assets at cost

Total number of
minor assets

31.5 Movable assets written off

Movable assets written off for the year ended as at 31 March 2018

Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Assets written off - - - 310 - 310
Total movable ) ) ) 310 ) 310

assets written off

Movable assets written off for the year ended as at 31 March 2017

Assets written off - - - - - -

Total movable
assets written off
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31.6 S42 movable capital assets

Major assets subjected to transfer in terms of S42 of the PFMA — 31 March 2018

Specialised Intangible Heritage  Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000

No of assets - - - - - -

Value of the assets - - - - - -

Minor assets subjected to transfer in terms of S42 of the PFMA — 31 March 2018

No of assets - - - - - -

Value of the assets - - - - - R

Major assets subjected to transfer in terms of S42 of the PFMA — 31 March 2017

No of assets - - - - - -

Value of the assets - - - - - R

Minor assets subjected to transfer in terms of S42 of the PFMA — 31 March 2017

No of assets - - - - - -

Value of the assets - - - - - -
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32 Intangible Capital Assets

Movement in intangible capital assets per asset register for the year ended 31 March 2018

Opening Value  Additions Disposals Closing

balance adjustments Balance

R’'000 R’000 R’000 R’000 R’000

Software 119 095 - 27 439 - 146 534

Patents licences copyright 5468 ) ) ) 5 468
brand names trademarks

Total intangible capital assets 124 563 - 27 439 - 152 002

Intangible Capital Assets under investigation
Number Value
R’000
Included in the above total of the intangible capital assets per - -
the asset register are assets that are under investigation:
Software - -
Mastheads and publishing titles - -
Patents, licences, copyright, brand names, trademarks - -
Recipes, formulae, prototypes, designs, models - -
Services and operating rights - -

32.1 Additions

Additions to intangible capital assets per asset register for the year ended 31 March 2018

Cash Non-Cash (Development Received Total
work in  current year
progress — not paid

current costs) (Paid current

year received

prior year)
R’000 R’000 R’000 R’000 R’000
Software 27 439 - - - 27 439
Total additions to 27 439 . ) . 27 439

intangible capital assets
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32.2 Disposals

Disposals of intangible capital assets per asset register for the year ended 31 March 2018

Sold for Non-cash Total Cash
cash disposal disposals Received
Actual

R’000 R’000 R’000 R’000

Software - - - -
Mastheads and publishing titles - - - -

Patents, licences, copyright, brand - - - -
names, trademarks

Recipes, formulae, prototypes, - - - -
designs, models

Services and operating rights - - - R

Total disposals of intangible
capital assets

32.3 Movement for 2016/17

Movement in intangible capital assets per asset register for the year ended 31 March 2017

Opening  Prior period Additions Disposals Closing
balance error Balance
R’000 R’000 R’'000 R’000 R’000
Software 95 136 - 23 959 - 119 095
Patents licences 5468 - - - 5468
copyright brand names
trademarks
Total intangible 100 604 - 23 959 - 124 563

capital assets
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33 Immovable Tangible Capital Assets

Movement in immovable tangible capital assets per asset register for the year ended
31 March 2018

Opening Value  Additions Disposals Closing
balance  adjustments Balance
R’000 R’000 R’000 R’000

Buildings and other 5158 636 4672 2652593 (1256 995) 6 558 906
fixed structures
Dwellings 3001 - - - 3001
Non-residential buildings 6 923 - - - 6 923
Other fixed structures 5148 712 4672 2652593 (1256 995) 6 548 982
Land and subsoil assets 11 503 - 11503
Land | 11503 - - -| 11503 |
Capital Work-in-progress | - - - - | - |
Total immovable 5170 139 4672 2652593 (1256995)| 6570409
tangible capital assets

33.1 Additions

Additions to immovable tangible capital assets per asset register for the year ended
31 March 2018

Cash Non-cash (Capital Work Received Total
in Progress current not
current paid
costs and

(Paid current

finance lease ived
payments) year receive
prior year)
R’000 R’000 R’000 R’000 R’000
Building and other fixed 3301 109 2 652593 (3301 109) - 2 652 593
structures
Other fixed structures 3301 109 2 652 593 (3301 109) - 2652 593

Total additions to
immovable tangible 3301 109 2 652593 (3301 109) - 2 652 593
capital assets
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33.2 Disposals

Disposals of immovable tangible capital assets per asset register for the year ended
31 March 2018

Sold for Non-cash Total Cash Received
cash disposal disposals Actual
R’000 R’000 R’000 R’000
Buildings and other fixed - 1256 995 1256 995 -
structures
Dwellings - - - -
Other fixed structures - 1256 995 1256 995 -
Total disposals of
immovable tangible capital - 1 256 995 1 256 995 -

assets

33.3 Movement for 2016/17

Movement in immovable tangible capital assets per asset register for the year ended
31 March 2017

Opening Prior period Additions Disposals Closing

balance error Balance

R’000 R’000 R’000 R’000 R’000

Buildings and other 3616 189 612 936 1073682 (144 171) 5 158 636

fixed structures

Dwellings 3860 (859) - - 3001

Non-residential buildings 6 923 - - - 6923

Other fixed structures 3 605 406 613 795 1073682 (144 171) 5148 712

Land and subsoil assets 11 503 - - - 11 503

Land 11503 - - -| 11503

Total immovable 3627 692 612936 1073682  (144171) 5170139
tangible capital assets

33.3.1 Prior period error
2016/17
R’000

Nature of prior period error

Assets written off in 2016/17, incorrectly 612 936
classified as complete

Prior year error: The opening balance for immovable tangible assets was incorrectly reported as
R4.457 million. Some assets were written off the 2015/2016 financial year and asset that was classified
as complete whilst the project is on hold due to funding. The net effect was an understatement of
immovable intangible assets by R613 million.
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33.4 Capital work-in-progress as at 31 March 2018

Opening Current Ready for Closing
balance 1 year WIP use (assets balance
Note April 2017 to the AR)/ 31 March 2018

Contracts

terminated
R’000 R’000 R’000 R’000

Annexure 7
Heritage assets - - - -
Buildings and other fixed 22279204 3301109 (2652593) 22927 720
structures

Machinery and equipment - - - -
Intangible assets - - - -
Total 22279204 3301109 (2652593) 22927 720

Accruals and payables not recognised relating to capital WIP

2017/18 2016/17
R’000 R’000
Amounts relating to progress certificates received 652 013 -
but not paid at year end and therefore not included
in capital work-in-progress
Capital work-in-progress as at 31 March 2017
Opening Current Ready for Closing
balance  year WIP  use (assets balance
Note 1 April 2017 to the AR)/ 31 March 2018
Contracts
terminated
R’000 R’000 R’000 R’000
Annexure 7
Heritage assets - - - -
Buildings and other fixed 19146952 4927370 (1795118) 22 279 204
structures
Machinery and equipment - - - -
Intangible assets - - - -
Total 19146952 4927370 (1795118) 22 279 204

Prior year error: The opening balance for other fixed structures was incorrectly reported in Annexure
7 as R23.146 million instead of R22.279 million. The opening balance also included Goods and
Services items incorrectly capitalised (ACIP) to the value of R150 million and assets ready for use were
understated by the value of R721 million. The net effect was an overstatement of movement in capital
work in progress by R867 million
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33.5 Immovable assets written off

Immovable assets written off for the year ended as at 31 March 2018

Buildings and Heritage Land and Total
other fixed assets subsoil assets
structures
R’000 R’000 R’000 R’000

Assets written off - - -

Total immovable
assets written off

Immovable assets written off for the year ended as at 31 March 2017

Buildings and Heritage Land and Total
other fixed assets subsoil assets
structures
R’000 R’000 R’000 R’000

Assets written off

Total immovable
assets written off

33.6 S42 immovable assets

Assets subjected to transfer in terms of S42 of the PFMA — 2017/18

Number of assets Value of assets

R’000

Buildings and other fixed structures 431 5881 626
Other fixed structures 431 | | 5881 626
Total 431 5 881 626

Capital projects transitioning

The Department has converted some projects that were classified under schedule 6B of DORA to
schedule 5B and is currently in a transition process to transfer the work in progress that is in the books
of the Department over to the Municipalities. During the transition process, the commitments balances
relating to the assets affected by the conversion have not been included in the commitments balance.
The relevant expenditure has been disclosed as transfer payments.

Process followed by the Department when transferring is as below:

» A process for transferring the converted projects over to the Municipalities has commenced, where in
the Department has forwarded some of the WIP and the commitments balances that are in our books
to the Municipality, requesting them to confirm the balances in line with Section 42 of the Public
Finance Management ACT of 1999 (PFMA), Act No.1 of 1999 states that both parties the receiving
and the transferring party must agree with the inventory list and sign off.

* In terms of 42 of the PFMA when assets and liabilities are transferred from one entity to the other
both Accounting Officers of the transferring and receiving must sign-off.
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Assets subjected to transfer in terms of S42 of the PFMA —2016/17

Number of assets Value of assets
R’000
Buildings and other fixed structures 213 4517 417
Other fixed structures 213| | 4517 417
Total 213 4517 417
34 Principal-agent arrangements
34.1 Department acting as the principal
Fee paid
2017/18 2016/17
R’000 R’000
Regional Bulk Infrastructure Grant (RBIG) 66 064 248 869
Water Services Infrastructure Grant (WSIG) 682 6 847
Municipal Water Infrastructure Grant (MWIG) - -
Bucket Eradication Programme (BEP) - -
National Water Week - -
Women in Water Awards - -
Total 66 746 255 716

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 R67 million
(R256 million 2016/17) to various implementing agents (municipalities and water boards). The nature
circumstances and terms relating to the arrangements differ from one implementing agents to another.

Prior year error: The opening balance for principal agent was incorrectly reported as R264 million in
2016/2017. It has been restated to R256 million. The net effect of prior year error is that the opening
balance has decreased by R8 million.
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35 Prior period errors

35.1 Correction of prior period errors

Prior period errors 2016/17
Amount  Prior period Restated
Note before error error amount
correction

R’000 R’000 R’000

Contingent liabilities: Annexure 3A Annexure 3A

(Foreign — other)

TCTA — (LHDA) (OSL 27) EIB 36 262 105 579 141 841
TCTA — (LHDA) (OSL 26) EIB 599 554 24 547 624 101
TCTA — (FXL 08) EIB 588 568 49 717 638 285
Total 1224 384 179 843 1404 227

Annexure 3A: The capital amount for the TCTA foreign exchange guarantees was understated as it
was not calculated in line with the exchange rates (14,184116) at 31 March 2017. R1.224 billion was
reported instead of R1.404 billion resulting in a net effect of understatement of R180 million.

Contingent liabilities: Annexure Annexure 3B 201 703

3B (Claims against state)

(101 244) 100 459

Annexure 3B: In 2016/17 Claims against the state contingent liabilities were overstated by R101 million
due to reporting of a legal case that was patrtially settled within the reporting period. The net effect of the
adjustment is a reduction of claims against state by R101 million.

Commitments Note 21 9177 730 (4 290 850) 4 886 880

Prior year error: The opening balance for commitments was adjusted from R9. 178 billion reported in
2016/2017 to R4.887 billion. The net effect of prior year error is that the opening balance has decreased
by R4. 291 billion.

Accruals Note 22 749 550 21345 770 895

Prior year balance for accrual was adjusted from R750 million reported in 2016/2017 to restated amount
R771 million. The net effect of prior year error is that the opening balance has increased by R21 million.

Work in progress Annexure 7 23146 069 (866 865) 22 279 204
Note 41.4 23 150 504 (871 300) 22 279 204
Note 33.3 4 557 203 612 936 5170 139

Prior year error Annexure 7 and Note 41.4: The opening balance for other fixed structures was
incorrectly reported in Annexure 7 as R23.146 million instead of R22.279 million. The opening balance
also included Goods and Services items incorrectly capitalised (ACIP) to the value of R150 million and
assets ready for use were understated by the value of R721 million. The net effect was an overstatement
of movement in capital work in progress by R867 million.

Prior year error Note 33.3: The opening balance for immovable tangible assets was incorrectly reported
as R4.457 million. Some assets were written off the 2015/2016 financial year and asset that was
classified as complete whilst the project is on hold due to funding. The net effect was an understatement
of immovable intangible assets by R613 million.
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Revenue to be surrendered Note 19 315 (2) 314

Revenue to be surrendered was overstated by R1 thousand due to rounding differences. The net effect
is revenue surrendered reduced by R1 thousand, R314 thousand was paid instead of R315 thousand.

Irregular expenditure Note 31 4179 070 (869) 4178 201

Irregular expenditure was incorrectly overstated by R1 thousand for catering costs that were not settled by
the Department in 2011/2012 and R868 thousand irregular expenditure incorrectly reported for sanitation
projects. The net effect is reduction of opening irregular expenditure by R869 thousand.

Good and services

Inventory Note 4.4, 35 6 245 1504 7749
Annexure 6

Note 4.4.1 68 7 681 7 749

Consumables Note 4.5 29519 6177 35696

Contractors Note 4 368 647 (7 681) 360 966

Goods and Services: The opening balances for contractors, consumables and inventory were adjusted.
R7.6 million was incorrectly reported as contractors instead of inventory-other supplies; R6.1 million was
reported as inventory instead of consumables. The total balance for goods and services expenditure was
not misstated. Other supplies increased from R68 thousand to R7.6 million.

The net effect of the errors resulted in increased inventory opening balance of R1 .5 million, reduction of
contractors opening balance from R368.6 million to R360.9 million and increase in opening balance for
consumables from R29.5 million to R35. 6 million. Other supplies increased by R7.6 million.

Principal agent Note 33 263 560 (7 845) 255716

Principal agent: The opening balance for principal agent was incorrectly reported as R264 million in
2016/2017 instead of R256 million. The net effect of prior year error is that the opening balance has
decreased by R8 million.

36 Inventory

Note 2017/18 2016/17

Annexure 6 R’000 R’000

Opening balance - -
Add/ (Less): Adjustments to prior year balances - -
Add: Additions/ Purchases - Cash - -
Add: Additions - Non-cash - -
(Less): Disposals - -
(Less): Issues - -
Add/ (Less): Adjustments - -
Closing balance - -
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Annexure 3B: Statement of contingent liabilities as at 31 March 2018

Liabilities paid/ Liabilities

Opening . Liabilities_ cancelled/ recoverable SleailY
Nature of liability 1 Xalfalnzcoeﬂ mCL:LrEd EITI reduced during | (Provide details 31 '\t;lalarslcgom
pri € year the year hereunder) arc

Claims against the department
Stephan Mogohlwane & Others 139 22 - - 161
Freddy Aphane 24 4 - - 28
Black Child Productions 10 000 - - - 10 000
Nkondo GM 555 - - - 555
Ntsumi Communications 564 51 - - 615
JJ Jordaan 21179 3283 - - 24 462
Rouleti Investments (Pty) Ltd 4 669 724 - - 5393
Mariam Mangera 15 2 - - 17
PSA OBO Surita Kiesling 133 21 - - 154
Ibrahim Mahomed and Others 5409 838 - - 6 247
Rubbytad Management (Pty) Ltd 17 549 - - - 17 549
Geldenbuys 1416 219 - - 1635
JS Erasmus 20 - - - 20
Tuscan Mood 2001 (Pty) Ltd 4497 - - - 4 497
Minister of DWS / Thembi J Shongwe 290 - - - 290
Given Legwabe & 505 Others 8 838 - - - 8 838
Metsa Kekana 623 - - - 623
Vharanani Properties 15373 - (15 373) - -
Ban Africa // DWS 2322 - - - 2322
Bigen Africa 5926 - - - 5926
SJ Tabane & Others // DWS 33 - - - 33
L Sishuba // DWS 750 842 - - 1592
Olipa Maseko // Minister of Water 103 - - - 103
and Sanitation
SA Satar / DWS and Mokgadi 32 3 - - 35
Hellen Maloba
Zinga Trading CC / DWS 20 - - 20
Jan Hendrik George Blignault/ DWS 10 - - 10
University of Limpopo v DG DWS 3477 - - 3477
Kahlon Sylvia and 5 Others v DWS 34 526 - - 34 526
Mulangaphuma HL VS DWS 2954 - - 2954
Teffo Mashala / DWS 1592 - - 1592
Trevor Manuel // Nomvula 101 - - 101
Mokonyane
Total 100 459 48 688 (15 373) - 133775

Prior year error: In 2016/17 Vharanani contingent liabilities already settled within reporting period were reported
without interest. The net effect of the error resulted in an overstatement of R101 million. Interest was calculated
at 10.50% in line with the court order, however a settlement rate of 7.5% was agreed upon on payment date.

Annexure 4: Claims recoverable
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Annexure 6: Inventories

Inventory Note Quantity 2017/18 Quantity 2016/17

R’ 000 R’ 000
Opening balance - -
Add/ (Less): Adjustments to prior year balance - -
Add: Additions/ Purchases — Cash - -
Add: Additions - Non-cash - -
(Less): Disposals - -
(Less): Issues - -
Add/ (Less): Adjustments - -

Closing balance - -
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Annexure 7: Movement in capital work in progress

Movement in capital work in progress for the year ended 31 March 2018

Opening Current Year Completed Closing
balance Capital WIP Assets balance
R’000 R’000 R’000 R’000
Buildings and other fixed structures 22 279 204 3301 109 (2 652 593) 22927 720
Other fixed structures 22 279 204 3301 109 (2 652 593) 22927 720
Total 22 279 204 3301 109 (2 652 593) 22927720
Age analysis on on-going projects Number of projects 2017/18
Planned Planned Total
Construction not Construction started R’000

started
Oto 1 Year 8 21 2161744
1to 3 Years 11 13 9799 349
3to5 Years 20 18 11 419579
Longer than 5 Years 11 11 17 558 722
Total 50 63 40 939 394

Movement in capital work in progress for the year ended 31 March 2017

Opening Prior period  Current Year Completed Closing
balance error Capital WIP Assets balance
R’000 R’000 R’000 R’000 R’000

Buildings and other fixed structures
Other fixed structures 19 296 816 (145 429) 4922935 (1795 118) 22279 204
19 296 816 (145 429) 4922935 (1795 118) | 22279 204
Total 19 296 816 (145 429) 4922935 (1795 118) 22279 204

Prior year error: The opening balance for other fixed structures was incorrectly reported in Annexure 7 as
R23.146 million instead of R22.279 million. The opening balance also included Goods and Services items
incorrectly capitalised (ACIP) to the value of R150 million and assets ready for use were understated by the value
of R721 million.. The net effect was an overstatement of movement in capital work in progress by R867 million.
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Annexure 8A: Inter-entity advances paid (note 11)

Confirmed balance Unconfirmed balance
: . Total

outstanding outstanding
Entity 31/03/2018  31/03/2017  31/03/2018 31/03/2017  31/03/2018  31/03/2017

R’000 R’000 R’000 R’000 R’000 R’000
National departments
Department of International - - (69) - (69) -
Relations & Cooperation
Government Communication 295 452 - - 295 452
Information System
National School of Government - 233 - - - 233
Subtotal 295 685 (69) - 226 685
Public entities
Sedibeng Water - - 37 257 - 37 257
Subtotal - - 37 257 - 37 257
Other entities
Subtotal - - - - - -
Total 295 685 (69) 37 257 226 685

Annexure 8A: Inter-entity advances paid were not audited and does not form part of the audited Annual Financial
Statements (AFS).

Annexure 8B: Inter-entity advances received (note 17)

Confirmed balance Unconfirmed balance

outstanding outstanding Total
Entity 31/03/2018  31/03/2017  31/03/2018  31/03/2017  31/03/2018  31/03/2017
R’000 R’000 R’000 R’'000 R’000 R’000
National departments
DPSA grant — Tirelo Bosha 400 - - - 400 -
Subtotal 400 - - - 400 -

Annexure 8A: Inter-entity advances received were 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

In line with its strategic commitment to be a well-governed National Department, the Entity strives for effective
oversight and monitoring of its governance regime. Vital to the achievement of this aim, is a competent and
independent Audit Committee.

The Audit Committee confirms that it has complied with its responsibilities arising from section 38(1)(a) of the
Public Finance Management Act and Treasury Regulations 3.1.13. The Audit Committee also reports that it has an
appropriate Audit Committee Charter (including the terms of reference) which is reviewed annually. It regulated its
affairs in compliance with this Charter and has discharged all its responsibilities as contained therein.

The Audit Committee is pleased to present its report for the financial year ended 31 March 2018.

Audit Committee Members and Attendance

The Audit Committee’s terms of reference requires that three (3) independent members, who have sufficient
qualifications and experience to render the services associated with the Audit Committee function.

During the year under review for the Water Trading Account, six (6) Audit Committee as well as two (2) Special
Audit Committee meetings was held.

The invitees to committee meetings include the Top Management Members (DG and DDGs), Chief Operating
Officer, Chief Risk Officer, Internal and External Auditors, the Chief Financial Officer as well as the Chief Information
Officer, and any other executives when necessary.

Names, tenure period, and qualifications of the Audit Committee Members and DGs are as follows:

: . Number of :
Name and Surname Qualifications LU B TS R meetings Speplal
) (2) attended Meetings

Non-Executive Members

Mr. Japie du Plessis | National Diploma in State Accounts and | April 2016-2019 - 6/6 2/2
(Chairperson) Finance
Ms. Annah Badimo | BSC Computer April 2013-2016 | April 2016-2019 6/6 2/2

BSC Hons (Computer Science)
Cobol Programming Diploma

MSC Applied Science (Electrical
Engineering)

Diploma in Project Management
MBA

Internet Governance Diplomacy
Foundation

PHD (Computer Science)
CRYPTO Security Training

Certified Information Security Manager
(CISM)

Certified Information Security
Management (CGEIT)

Project Management Professional
(PMP)

Certified Information Systems Auditor
(CISA)
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Tenure Period | Tenure Period NETTIZED @ Special

Name and Surname Qualifications meetings

(1) 2) attended
Mr. Lwazi Kuse Charted Accountant (CA) April 2016-2019 - 3/6 2/2

IRBA PPE Part 2

Meetings

Audit Specialised Diploma)
BCom Honours in Accounting Science

BCom Accounting
Director-General

Mr. Dan Mashitisho * | Degree of Bachelor of Arts; Bachelor December 2016 - - -
of Arts Postgraduate Diploma in —June 2017

* Was responsible Management;

for the first quarter of
2017/18, but no AC | Diploma in Management (Postgraduate)
meetings for the first | in Human Resources;

quarter were held by

30 June 2017. Post graduate Diploma in Labour Law.
Mr. Sifiso Mkhize Master of Business Administration July 2017-30 - 1/6 1/1
(Acting) Advanced Project Management May 2018

Programme

National Diploma: Accountancy

Ms. Deborah Masters (Environment and Society) 31 May 2018 - 1/1 1/1

Mochotlhi (Acti
ochotihi (Acting) Bachelor of Technology (Environmental

Health)

Bachelor of Public Administration
(Honours)

Bachelor of Social Science

Primary Health Care Service
Management Programme

The members of the Audit Committee met with the Acting DG, Top Management of the Entity, Internal Audit (I1A)
and the Auditor-General of South Africa (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
Entity.

A One-on-One meeting between the Minister and the Audit Committee was held on 1 June 2018. Quarterly Executive
Summaries are also submitted for the Minister’s attention.

One-on-one meetings with the Acting DG were also held at every quarterly meeting to address unresolved issues.

Audit Committee Responsibility

The Audit Committee reports that it has compiled 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 Audit Committee is pleased to report that it has complied with its responsibility arising from its terms of reference,
including relevant legislative requirements.

The Audit Committee and relevant stakeholders also complete an annual Audit Committee assessment to evaluate
the efficiency and effectiveness of the Audit Committee.

For the financial year ended 31 March 2018, the Audit Committee reviewed:
» Quarterly Financial Statements and Performance Reports;
« Unaudited Annual Financial Statements before submission to the AGSA;

» Audited Annual Financial Statements to be included in the Annual Report;
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* The AGSA’s Audit Report, Management Report and Management's response thereto;
» The appropriateness of accounting policies and procedure;

* The effectiveness of the system of Risk Management,

» Compliance with relevant laws and regulations;

* The system of IT Governance;

* The audit plans and reports of IA and the AGSA. The Audit Committee also conducted separate meetings with
the assurance providers; and

¢ The IA and Audit Committee Charters.

Review and Evaluation of the Annual Financial Statements

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 Acting DG of the Entity during the financial year under review and confirms
that the reports were mostly in compliance with the statuary reporting framework. The Audit Committee had the
opportunity to review the annual financial statements and discussed it with Management. The Audit Committee has
the following comments:

* Assets under construction. Inadequate reconciliations of AUC balance to specific projects implemented
by TCTA and Management did not review the projects balances for impairment indicators (including internal
projects). Did not adequately reconcile the TCTA projects which are material and therefore resulted in a
qualification on the AUC balance.

* Fruitless and Wasteful Expenditure. Inadequately addressed the qualification of the prior year on completeness
of Fruitless and Wasteful Expenditure, mainly on costs relating to project management and costing techniques in
line with the construction norms and standards that resulted to Fruitless and Wasteful Expenditure due to value
for money not received.

» Material uncertainly related to going concern/financial sustainability. The material uncertainty relating to
going concern on the Entity remains as the Entity is still in an overdrawn account, still incurred a loss and has
increase payable and accruals and struggles to collect a significant portion of the receivables.

The Audit Committee has reviewed and discussed the audited Annual Financial Statements to be included in the
Annual Report with the AGSA and the Acting DG; reviewed the AGSA’s Management Report and Management's
responses thereto; reviewed changes in Accounting Policies and practices; reviewed the Entity’s compliance with
legal and regulatory provisions.

The Audit Committee concurs and accepts the AGSA’s conclusions on the Annual Financial Statements and is
of the opinion that the audited Annual Financial Statements should be accepted and read together with the audit
report of the AGSA.

Efficiency and Effectiveness of Internal Control

Deficiencies in the system of internal control and deviations were reported in the internal and AGSA Audit Reports.
The internal control environment in the Entity had deteriorated regarding the quality of the Financial Statements,
Supply Chain Management and Financial Health Management.

The Entity did not implement key policies and procedure regarding the identification, prevention and disclosure
of irregular and fruitless and wasteful expenditure. Controls were not in place to endure that quality and timeous
financial statements were submitted to the AGSA as material misstatements were identified.

Project management remains a concern at the Entity.

The Audit Committee also reviewed the progress with respect to the ICT Governance in line with the ICT framework
issued.

Material uncertainty related to going concern/financial sustainability exists. The ability to undertake its objectives
where the budget is depleted is a concern.

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 was progress made on the ICT
internal control, the Audit Committee reports its dissatisfaction with minimal progress made with the implementation
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of the Information Technology Governance Framework, Disaster Recovery Plan, the Business Continuity Plan and
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. Inadequate or no actions are
taken against employees responsible for contravening the internal control processes, policies, laws and regulations.
The main concerning areas to the Audit Committee that require urgent consequence management interventions are:

» Low performance achievements of strategic goals and indicators
* Budget and financial management

* Increased in non-compliance resulting in significant audit findings on irregular and fruitless and wasteful
expenditure

» Inadequate implementation of internal and external audit recommendations to ensure the resolution of findings.
Assertions were made by management, based on the action plan, to the Audit Committee that significant audit
findings were addressed but the audit process has subsequently concluded that management actions were not
adequate to resolve the issues that were reported in prior year.

The instability at Director-General level must be attended to as a matter of urgency.

Resolution of Internal Control Findings

The follow-up processes such as quarterly reporting on action plans performed by the Directorate: Internal Control
indicated that Management needs to institute adequate corrective action to address control weaknesses identified.

Overall the Audit Committee is concerned with the quality and timing of Management responses. The Audit
Committee is continuously emphasising the importance that Management needs appropriately balancing delivery
and continues improvement.

Integrated Assurance

The Audit Committee reviewed the plans and reports of the AGSA and IA and other assurance providers including
management, and concluded that these were adequate to address all significant financial risks facing the business.

The Office of the Chief Risk Officer in consultation with |A also developed the departmental Integrated Assurance
Strategy and Implementation Plan during 2017/18 and this will be implemented during the 2018/19 financial year.

Internal Audit (IA) Effectiveness

IA forms part of the third line of defence as set out in the Integrated Assurance Strategy and engages with the first
and second lines of defence to facilitate the escalation of key control breakdowns.

The IA department has a functional reporting line to the Audit Committee (via the Chairperson) and an administrative
reporting line to the Acting Director-General. The Audit Committee, with respect to its evaluation of the adequacy
and effectiveness of internal controls, receives reports from IA on a quarterly basis, assesses the effectiveness of IA
function, and reviews and approves the IA Operation, Coverage and Three Year Plans.

The Audit Committee is responsible for ensuring that Entity’s IA function is independent and has the necessary
resources, standing and authority within the Entity to enable it to discharge its duties. The |A function’s IA Coverage
and Three Year Rolling Plans were approved by the Audit Committee and represent a clear alignment with the key
risks, have 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 monitored and challenged, where appropriate, action taken by Management with regard to
adverse |A findings.

The Audit Committee has overseen a process by which IA has performed audits according to a risk-based audit
plan where the effectiveness of the risk management and internal controls were evaluated. These evaluations were
the main input considered by the Audit Committee in reporting on the effectiveness of internal controls. The Audit
Committee is satisfied with the independence and effectiveness of the IA function. During the 2018/19 financial year
additional actions will be implemented to ensure the IA function is adequately resourced.
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Several investigations were conducted/are in progress by the IA Unit at the request of the Acting DG and/
or the Minister arising from allegations against officials of the Entity. The completed investigations resulted in
recommendations for disciplinary and/or criminal proceeding to be instituted against the Entity’s officials concerned.
A significant number of these findings remain unresolved by management and this non-implementation of internal
audit recommendations limits the value derived from an internal audit function.

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. From a resource point of view, the approved Internal Audit Structure for the Entity must be filled as a
matter of urgency.

Performance Information

The performance information was presented to the Audit Committee during the meeting of 29 May 2018. The Audit
Committee however did not support the submission of the information as it did not fairly reflected the operations and
actual output against planned targets for performance indicators as per the Annual Performance Plan of the Entity
for the financial year ended 31 March 2018.

Quarterly auditing of performance information by the IA Unit of all APP targets took place. An action plan will also
be developed by management to address the issues raised by the AGSA which relates to performance information
within the 2018/19 financial year.

A major concern is the annual performance achievement of 75% of the set targets, while the Entity spent 105% of
the approved budget for 2017/18 financial year.

Risk Management

The Entity assessed strategic and operational risks that could have an impact on the achievement of its objectives,
both strategically and on a programme level, on a quarterly basis. Risks were prioritised based on its likelihood and
impact (inherently and residually) and additional mitigations were agreed upon to reduce risks to acceptable levels.
New/emerging risks were identified during the quarterly review processes.

A separate Risk Management Committee monitors and oversees the control of risk identification throughout the
Entity. Feedback is also provided the Audit Committee on a quarterly basis. An independent Chairperson is also in
the process of being appointed.

Internal audit also performance their own assessment of the risk environment of the organisation and included the
strategic and operational risks as part of this assessment. During the 2018/2019 the IA is planning to perform a
review of the risk management practices and processes.

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

Governance and Ethics

The Entity has adopted the corporate governance principles of the King Codes of Governance in South Africa
applicable to the Public Sector. The Audit Committee continues to monitor the key governance interventions of the
Entity as required, however due to its nature there is a need for continued improvement in this area.

The focus on Ethics within the Entity to imbed further enhancements of awareness and understanding of Ethics at
all levels within the Entity.

Furthermore, the Entity requires that all members of the Senior Management Services (SMS) complete a financial
disclosure declaration.
Conclusion

The Audit Committee is concerned with the continuing progress made by Entity in improving and progressing with
the areas outlined in this report. Management is however positive in their commitment to good governance and a
clean administration.
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The Audit Committee noted significant or material non-compliance with prescribed policies and procedures up
to 31 March 2018. From observations, analyses and reports presented to the Audit Committee by Management
and assurance providers, including IA and the AGSA, as well as the Audit Committee’s evaluation of the Risk
Management processes, the Audit Committee concludes that the systems of internal control tested were found to
be inadequate and materially ineffective for most areas tested. The Audit Committee do however emphasise that
controls were found to be only partially effective. These controls require further improvement and we have received
assurance that the matter is being addressed. Attention has also been given in addressing prior years’ concerns
noted by the AGSA.

The Audit Committee notes the final Management Report and Audit Report from the AGSA when concluding on the
Annual Financial Statement opinion.

The Audit Committee wishes to express its appreciation to the Acting DG, Management of the Entity, the AGSA and
IA who assisted the Audit Committee in performing its functions effectively.

Mr JAC du Plessis
Chairperson of the Audit Committee
Department of Water and Sanitation

31 August 2018
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2 REPORT OF THE AUDITOR GENERAL TO PARLIAMENT ON THE
WATER TRADING ENTITY

Report on the audit of the financial statements

Qualified opinion

1 I|have audited the financial statements of the Water Trading Entity set out on pages 351 to 409, which comprise
statement of financial position as at 31 March 2018, the statement of financial performance, statement of
changes in net assets, cash flow statement and statement of comparison of budget information with actual
amounts for the year then ended, as well as the notes to the financial statements, including a summary of
significant accounting policies.

2 In my opinion, except for the effects of the matter described in the basis for qualified opinion section of my
report, the financial statements present fairly, in all material respects, financial position of Water Trading Entity
as at 31 March 2018 and its financial performance and cash flows for the year then ended, in accordance with
Generally Recognised Accounting Practice (GRAP) and the requirements of the Public Finance Management
Act (PFMA).

Basis for qualified opinion

Property, plant and equipment

3 Iwasunable to obtain sufficient appropriate audit evidence for the carrying amount to assets under construction:
infrastructure assets and related impairment as the entity did not have adequate systems in place to reconcile
the carrying amount of assets under construction: infrastructure assets to the specific projects and did not
assess the carrying amount for indicators of impairment as required by GRAP 21 Impairment of non-cash
generating units. | was unable to confirm the carrying amount of assets under construction: infrastructure
assets by alternative means. In addition, completed and commissioned assets were not transferred to the
completed infrastructure assets register. Further to this, certain completed assets which had indicators of
impairment, were also transferred from assets under construction to completed infrastructure assets without
factoring into account these impairment indicators. Consequently, | was unable to determine whether any further
adjustments were necessary to assets under construction: infrastructure assets and completed infrastructure
assets stated at R12,290 billion (2016-17: R12,140 billion) and R57,676 billion (2016-17: R57,817 billion)
respectively in property, plant and equipment disclosed in note 16 to the financial statements.

Fruitless and wasteful expenditure

4 | was unable to obtain sufficient appropriate audit evidence for the restatement of the corresponding figures to
confirm the fruitless and wasteful expenditure included as described in the note 32 to the financial statements
as the entity did not implement adequate controls to identify and record all fruitless and wasteful expenditure as
required by section 40(3)(b)(i) of the PFMA. | was unable to confirm this by alternative means. Consequently,
| was unable to determine whether any further adjustments were necessary to fruitiess and wasteful expenditure
stated at R1,023 billion (2016-17: R490 million) in note 32 to the financial statements.

Context for the opinion

5 | conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities
under those standards are further described in the auditor-general’s responsibilities for the audit of the financial
statements section of this auditor’s report.

6 | am independent of the in accordance with the International Ethics Standards Board for Accountants’ Code
of ethics for professional accountants (IESBA code) and the ethical requirements that are relevant to my audit
in South Africa. | have fulfilled my other ethical responsibilities in accordance with these requirements and the
IESBA code.

7  |believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.
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Material uncertainty relating to going concern

8
9

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

As stated in Note 1.6 of the accounting policies in the financial statements, the entity incurred a deficit of R573
million (2016-17: R3,764 billion) during the year ended 31 March 2018. Furthermore, the entity incurred an
overdraft of R1.412 billion (2016-17: R2.187 billion) as disclosed in note 19 to the financial statement, accruals
and payables to the value of R1.424 billion (2016-17: R1.519 billion) as disclosed in note 18 to the financial
statement. As stated in Note 1.6 of the accounting policies, these events or conditions, along with other
matters as set forth in Note 1.6, indicate that a material uncertainty exists that may cast significant doubt on the
entity’s ability to continue as a going concern. Furthermore the entity’s budget for 2018-19 was only approved
on the 3 of August 2018.

Emphasis of matter paragraphs

10

The following emphasis of matter paragraphs will be included in our auditor’s report to draw the users’ attention
to matters presented or disclosed in the financial statements:

Restatement of corresponding figures

11

As disclosed in note 33 to the financial statements, corresponding figures for 31 March 2017 have been
restated as a result of an error in the financial statements of the entity at, and for the year ended, 31 March
2018.

Material Impairments — Trade receivable

12

As disclosed in note 8 to the financial statements, material impairments to the amount of R 1 355 billion were
incurred as a result of a write-off of irrecoverable trade receivables.

Responsibilities of accounting officer for the financial statements

13

14

The accounting officer is responsible for the preparation and fair presentation of the financial statements in
accordance with GRAP and the requirements of the 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.

In preparing the financial statements, the accounting officer is responsible for assessing the Water Trading
Entity’s ability to continue as a going concern, disclosing, as applicable, matters relating to going concern and
using the going concern basis of accounting unless the accounting officer either intends to liquidate the type
of audit or to cease operations, or has no realistic alternative but to do so.

Auditor-general’s responsibilities for the audit of the financial statements

15

16

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with the ISAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of my responsibilities for the audit of the financial statements is included in the annexure
to this auditor’s report.

Report on the audit of the annual performance report

17

In terms of section 40(3)(a) of the PFMA the Water Trading Entity is required to prepare an annual performance
report. The performance information of the Water Trading Entity was prepared and reported in the annual
performance report of the Department of Water and Sanitation. The evaluation of the usefulness and reliability
of the reported performance information was performed as part of the audit of the Department of Water and
Sanitation and any audit findings are included in the management and auditor’s report of the Department of
Water and Sanitation.
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Report on the audit of compliance with legislation

Introduction and scope

18

19

In accordance with the PAA and the general notice issued in terms thereof, | have a responsibility to report
material findings on the compliance of the entity with specific matters in key legislation. | performed procedures
to identify findings but not to gather evidence to express assurance.

The material findings on compliance with specific matters in key legislations are as follows:

Financial statements

20

21

22

Financial statements were not submitted for auditing within two months after the end of financial year, as
required by section 40(1)(c)(i) of the PFMA.

The financial statements submitted for auditing were not fully prepared 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 PFMA.

Material misstatements on disclosure notes identified by the auditors in the submitted financial statements were
corrected and the supporting records were provided subsequently, the uncorrected material misstatements
and/or supporting records that could not be provided relating to property, plant and equipment, liabilities and
disclosure items resulted in the financial statements receiving a qualified audit opinion.

Expenditure management

23

24

25

26

27

Effective steps were not taken to prevent irregular expenditure amounting to R4 897 billion as disclosed
in note 31 to the annual financial statements, as required by section 38(1)(c)(ii) of the PFMA and treasury
regulation 9.1.1.This was mainly due to incorrect interpretation and implementation of procurement legislation
where panels were incorrectly used for construction related projects, and awards made where the Bid
Adjudication Committee did not meet the minimum required quorum.

Effective steps were not taken to prevent fruitless and wasteful expenditure amounting to R1.024 billion as
disclosed in note 32 to the annual financial statements, as required by section 38(1)(c)(ii) of the PFMA and
treasury regulation 9.1.1. The expenditure disclosed does not reflect the full extent of fruitless and wasteful
expenditure incurred as indicated in the basis for qualification paragraph. This was due to inadequate processes
and controls to identify and record fruitless and wasteful expenditure within projects.

Effective internal controls were not in place for approval and processing of payments, as required by treasury
regulation 8.1.1, as payments were made for expenditure which was not budgeted for and without a signed
memorandum of agreement with the department relating to War-on-Leaks project.

Payments were not made within 30 days or an agreed period after receipt of an invoice, as required by
treasury regulation 8.2.3. This was mainly due to cash flow constraints experienced by the entity.

Public money was spent without the approval of the properly delegated officer, as required by treasury
regulation 8.2.1. Management processed payments amounting to R478 million through the sundry payment
processes and not through normal purchase order process; also did not ensure that such payments were
approved in accordance with the delegations of authority.

Revenue management

28

29

Effective processes were not adequately developed and implemented to provide for the timely identification
and recording of information about revenue, as required by treasury regulation 7.2.1. The entity raised accrual
revenue at during the prior year end to recognise the revenue for customers who were identified for the first
time and did not institute normal billing on that accrual revenue in the current year.

Effective and appropriate steps were not taken to collect all money due, as required by section 38(1)(c)(i) of
the PFMA. As a result of the previous paragraph where the entity did not bill all its customers whose revenues
were recognised through the accrual revenue process, the entity thus did not subject these customers to the
normal debt collection processes.
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Procurement and contract management

30

Deviations were approved by the accounting officer even though it was not impractical to invite competitive
bids, in contravention of Treasury regulation 16A6.4. The main reasons provided by management cited
emergency as the basis for most of these deviations, however these were not reasonable and justifiable but
were indicative of poor planning and misinterpretation of procurement legislation.

Consequence management

31

32

33

In some instances, disciplinary hearings were not held for confirmed cases of financial misconduct committed by
officials, as required by treasury regulation 4.1.1, resulting in no sanctions being imposed and/or implemented
for the investigations that have been completed.

In some instances, disciplinary steps were not taken against officials who had incurred and permitted irregular
expenditure, as required by section 38(1)(h)(iii) of the PFMA. There were no investigations conducted on these
cases by management and no follow-ups on outcomes where cases are confirmed.

In some instances, disciplinary steps were not taken against officials who had incurred and permitted fruitless
and wasteful expenditure, as required by section 38(1)(h)(iii) of the PFMA. This was due to a lack of investigation
of these cases by management.

Other information

34

35

36

37

The accounting officer is responsible for the other information. The other information comprises the information
included in the annual report, which includes the audit committee’s report. The other information does not
include the financial statements, the auditor’s report thereon.

My opinion on the financial statements findings on the reported performance information and compliance with
legislation do not cover the other information and | do not express an audit opinion or any form of assurance
conclusion thereon.

In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements and the selected programmes
presented in the annual performance report, or my knowledge obtained in the audit, or otherwise appears to
be materially misstated.

If based on the work performed, | conclude that there is a material misstatement in the other information; | am
required to report that fact. | have nothing to report in this regard.

Internal control deficiencies

38 | considered internal control relevant to my audit of the financial statements and compliance with applicable
legislation; however, my objective was not to express any form of assurance on it. The matters reported below
are limited to the significant internal control deficiencies that resulted in the basis for the qualified opinion and
the findings on compliance with legislation included in this report.

Leadership

39 There was leadership instability at top management level, as a result of vacancies and/or suspensions of the
DG, CFO and other DDGs for extended periods during the year under review.

40 Leadership did not ensure that adequate collective action plans are developed and implemented in order to
address prior year qualifications and internal control deficiencies. Management’s attention was focused on
appealing the prior audit conclusions thus not adequately addressing the control environment.

41 As a result of inadequate consequence management, leadership did not take the appropriate action for

irregular, fruitless and wasteful expenditure incurred by the department resulting in a lack of consequences for
transgressions against the legislation related to supply chain management.
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Financial and performance management

42

43

44

45

Management did not implement proper record management system to maintain information that supported the
assets under construction and to allow them to reconcile the carrying amount thereof to specific assets under
construction.

Management did not perform proper reconciliation and reviews of assets under construction balance in order
to identify transactions which should not be included in the balance and also to identify the amounts which
should be transferred out of this balance into completed and commissioned infrastructure assets.

Management did not perform adequate reviews on the financial statements submitted for audit, as the financial
statements submitted contained material misstatements of which some were corrected as a result of the audit
process and of which some could not be corrected which resulted in the modified opinion.

Management did not implement adequate controls to prevent and detect non-compliance with laws and
regulations, which resulted in irregular and fruitless and wasteful expenditure. The entity incurred both
irregular and fruitless and wasteful expenditure, which increased significantly as compared to the prior year
as management did not conduct holistic review of all expenditure for possible irregular, fruitless and wasteful
expenditure.

Other reports

46

a7

48

| draw attention to the following engagements conducted by various parties that had, or could have, animpact on
the matters reported in the trading entity’s financial statements, reported performance information, compliance
with applicable legislation and other related matters. These reports did not form part of my opinion on the
financial statements or my findings on the reported performance information or compliance with legislation.

Currently, the Special investigation unit (SIU) is investigating two projects which were proclaimed by the
President in 2010 and 2016 respectively:

» A forensic investigation into the Vuwani Steel pipeline as per Proclamation Number R118 of 2010 (Gazette
no 22531 of 331 July 2010). This investigation is still in progress.

» A forensic investigation on allegations of irregularities and possible losses by the Lepelle Northern Water
(LNW) which is linked to the department as per Proclamation Number R22 of 2016 (Gazette no 39935 of 18
April 2016). This investigation is still in progress.

Several other investigations were also conducted or were in progress by the internal audit unit at the request of
the accounting officer and/or the executive authority 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 entity’s officials concerned, whilst others were still in progress at year end.

kvdim —Craneik_

Pretoria
31 August 2018
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AUDITOR-GENERAL

SOUTH AFRICA

Auditing to build public confidence
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Annexure - Auditor-general’s responsibility for the audit

1 As part of an auditin accordance with the ISAs, | exercise professional judgement and maintain professional
scepticism throughout my audit of the financial statements, and the procedures performed on reported
performance information for selected programmes and on the department’'s compliance with respect to
the selected subject matters.

Financial statements

2 In addition to my responsibility for the audit of the financial statements as described in this auditor’s report,
| also:

+ identify and assess the risks of material misstatement of the financial statements whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control

» obtain an understanding of internal control relevant to the audit 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 department’s internal control

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the accounting officer

» conclude on the appropriateness of the accounting officer’s use of the going concern basis of accounting
in the preparation of the financial statements. | also conclude, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the department’s ability to continue as a going concern. If | conclude that a material uncertainty
exists, | am required to draw attention in my auditor’s report to the related disclosures in the financial
statements about the material uncertainty or, if such disclosures are inadequate, to modify the opinion
on the financial statements. My conclusions are based on the information available to me at the date of
this auditor’s report. However, future events or conditions may cause a department to cease continuing
as a going concern

» evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation

Communication with those charged with governance

3 I communicate with the accounting officer regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that |
identify during my audit.

4 also confirm to the accounting officer that | have complied with relevant ethical requirements regarding

independence, and communicate all relationships and other matters that may reasonably be thought to
have a bearing on my independence and, where applicable, related safeguards.
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR
ENDED 31 MARCH 2018

2017
Notes 2018 Restated
R’000 R’000
Revenue 12 647 195 11 663 972
Revenue from exchange transactions 3 10990 552 10 162 582
Revenue from non-exchange transactions 4 1 656 643 1501 390
Expenditure 13 219 858 15428 772
Employee benefit costs 5 1191 130 924 382
Operating expenditure 6 4027 197 5212574
Repairs and Maintenance - Property, plant 31432 480 943
and equipment 7
Impairment on financial assets 8 1 355 097 2240016
Finance cost 9 4 656 241 4627 737
Depreciation, amortisation and impairment 10 1922 158 1833 361
Loss on disposal of fixed assets 11 36 603 109 759
Surplus/ (deficit) for the year (572 663) (3 764 800)
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STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED

31 MARCH 2018

ASSETS

Current assets

Cash and cash equivalents (petty cash &
other cash)

Receivables from exchange transactions
Inventory
Construction Work In Progress

Non-current assets
Property, plant and equipment
Intangible assets

Total assets
LIABILITIES

Current liabilities

Payables from exchange transactions
Bank Overdraft

Employee benefits

Finance lease liability

Financial liabilities: TCTA

Non-current liabilities
Finance lease liability
Financial liabilities: TCTA

Total liabilities

Total net assets

NET ASSETS
Reserves
Accumulated surplus
Pumping cost reserve

Net assets

W Annual Report for 2017/18 Financial Year

Note

12

13
14
15

16
17

18
19
20
21
22

21
22

2018 2017
Restated

R’000 R’000
6791729 6 161 363
257 205

6 333 391 5695 152
145 740 158 811
312 341 307 195

95 540 326 95913 940
78 236 527 78 280 410
17 303 799 17 633 530
102 332 055 102 075 303
6 217 258 6 809 675
1424 327 1519 344
1411 641 2 186 502
244 494 214 579

2 831 2321
3133 965 2 886 929
25899 119 24 477 287
2 860 2 420

25 896 259 24 474 867
32116 377 31 286 962
70 215 678 70 788 341
69 808 441 70508 726
407 237 279 615

70 215 678 70 788 341
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED
31 MARCH 2018

N Accumulated Pumping Cost Net Assets
ote
surplus Reserve
Balance at 1 April 2016 74 190 555 362 586 74 553 141
As previously stated 73 445 312 362 586 73 807 898
Prior period error 33 745 243 - 745 243
(Deficit) for the year (3764 800) - (3 764 800)
As previously stated (3 603 880) - (3603 880)
Prior period error 33 (160 920) - (160 920)
Net movement in reserves 82971 (82 971) -
Transfers between reserves 82971 | | (82971) | | - |
Balance at 31 March 2017 70 508 726 279 615 70 788 341
As previously stated 69 924 402 279 615 70204 017
Prior period error 33 584 324 - 584 324
(Deficit) for the year (572 663) - (572 663)
Net movement in reserves (127 622) 127 622 -
Transfers between reserves (127 622) | | 127 622 | | - |
Balance at 31 March 2018 69 808 441 407 237 70 215 678
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2018

2018 2017
Notes

Restated
R’000 R’000

Cash flows from operating activities
Cash receipts 10 969 203 9956 110
Taxes and transfers 1651715 1499 581
Sale of water services 9 003 186 8 069 232
Construction and other revenue 257 453 338 364
Water research levies - receipts 50 300 33855
Commission earned 2820 2920
Lease revenue earned 3730 12 158
Cash payments (6 781 933) (6 499 497)
Employee benefits 1232597 822 586
Water Research Commissioner - payments 94 157 98 936
Goods and services 2 446 254 3451 699
Finance cost paid 3008 924 2126 277
Net cash flows from operating activities 23 4187 270 3456 613

Cash flows from investing activities
Acquisition of property, plant and equipment (500 629) (1313 245)
Acquisition of intangible assets - (250 244)
Proceeds on disposal of non-current assets - 10121
Net cash flows used in investing activities (500 629) (1 553 368)

Cash flows from financing activities
Finance lease payments (2 543) (46 531)
Repayments of other financial liabilities (2909 215) (4 085 928)
Net cash flows from financing activities (2 911 757) (4 132 460)
Net increase/(decrease) in cash and cash 774 883 (2 229 215)

equivalents

Cash and cash equivalents at beginning of year (2 186 267) 42 948
Cash and cash equivalents at end of year (1411 384) (2 186 267)
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PART F | ANNUAL FINANCIAL STATEMENTS WTE

NOTES TO THE FINANCIAL STATEMENT FOR THE YEAR ENDED
31 MARCH 2018

1 Presentation of Financial Statements
11 Statement of compliance

The annual financial statements have been prepared in accordance with the Standards of Generally
Recognised Accounting Practice (GRAP), including any interpretation and directives issued by the
Accounting Standards Board in accordance with Section 91(1) of the Public Finance Management Act
(Act 1 of 1999).

1.2 Adoption of GRAP

The following amended Standards of GRAP became effective and were fully implemented in the
current financial year:

GRAP 1 Presentation of Financial Statements

GRAP 2 Cash flow statements

GRAP 3 Accounting policies, changes in accounting estimates and errors.
GRAP 4 The effects of changes in foreign exchange rates

GRAP 5 Borrowing costs

GRAP 6 Consolidated and separate financial statements

GRAP 9 Revenue from Exchange Transactions

GRAP 11 Construction contracts

GRAP 12 Inventories

GRAP 13 Leases

GRAP 14 Events after the reporting date

GRAP 17 Property, plant and equipment

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets

GRAP 21 Impairment of Non-cash- generating assets

GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers)
GRAP 24 Presentation of Budget information in Financial Statements.
GRAP 25 Employee Benefits

GRAP 26 Impairment of cash generating assets

GRAP 31 Intangible Assets

GRAP 104 Financial Instruments

GRAP 105 Transfers of functions between entities under common control
GRAP 106 Transfers of functions between entities not under common control

In addition to the Standards that have to be applied, the WTE has adopted the interpretations to the
Standards of GRAP approved that entities are required to apply in terms of Directive 5 :

IGRAP 1 Applying the probability test on initial recognition of revenue
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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 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 13 Operating Leases - Incentives

IGRAP 14 Evaluating the substance of transactions involving the legal form of a lease

IGRAP 15 Revenue - Barter transactions involving advertising services

IGRAP 16 Intangible Assets - Website Costs

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, have 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
and the extent of disclosures for related party transactions and balances.

Standard utilised in developing accounting policies

The WTE has utilised the following Standard of GRAP to develop its accounting policies and disclosures
when adopting GRAP:

GRAP 38 Disclosure of Interest in Other Entities

GRAP 108 Statutory Receivables

As a result, there will be no impact on the disclosures of related party transactions when the Standard
becomes effective.

Standards not yet applicable

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:

GRAP 20 Related Party Disclosures

GRAP 32 Service concession arrangements: Grantor
GRAP 34 Separate Financial Statements

GRAP 35 Consolidated Financial Statements

GRAP 36 Investments in Associates and Joint Ventures
GRAP 37 Joint Arrangements

GRAP 38 Disclosure of Interest in Other Entities

GRAP 108 Statutory Receivables

GRAP 109 Accounting by Principals and Agents

GRAP 110 Living and Non-living Resources
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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

These annual financial statements have been prepared on the accruals basis and are in accordance
with historical cost convention as the basis of measurement, unless specified otherwise.

A summary of significant accounting policies, which have been consistently applied in the preparation
of these annual financial statements, are disclosed below. These accounting policies are consistent
with the previous periods.

15 Functional currency

The financial statements are presented in South African Rand (R), also the functional currency of the
Water Trading Entity. 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 the basis of accounting policies applicable
to a going concern. This basis presumes that funds will be available to finance future operations and
that the realisation of assets and the settlement of liabilities, contingent obligations and commitments
will occur in the ordinary course of business. The Water Trading Entity incurred a net loss of
R573 million (2016-17 R3,765 billion), an overdraft of R1,412 billion (2016-17: R2,187 billion), increase
in TCTA liabilities of R1,668 billion and increase in trade receivables impairment of R1,541 billion as
at 31 March 2018. This has a negative impact on the liquidity ratio and solvency ratios, therefore a
material uncertainty exist that may cast doubt on whether the entity can continue as a going concern.

In order to improve the liquidity and solvency ratios of the entity, the entity will implement the following
initiatives in the immediate and short-term:

» No additional expenditure (in the form of new projects or any other expenditure other than that
reflected in the budget) will be incurred by the entity in the foreseeable future.

» Stringent measures will be put in place to curb and reduce expenditure to reasonable proportions
in order to reduce the overdraft.

* Payments will be monitored and coordinated from Head Office to confirm availability of funds and
budget.

* Normal monthly reporting and consequence management to address non-compliance with revised
policies and procedures.

* Management is committed to adhere to measures put in place to restore financial sustainability of
the entity.

» Due to reprioritisation exercise the 2018/19 WTE budget was approved on 3 August 2018.
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 reclassified to conform to changes in presentation
in the current year.

The effect of restatements is disclosed in note 33.
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1.9 Significant judgments and sources of estimation uncertainty
19.1 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. Creditworthiness 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.

1.9.3 Useful lives and impairment of assets

The useful life of an asset will approximate the economic life of an 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 remaining useful life is reviewed as a result. This estimate is based on
reasonable judgement, taking into account historical usage patterns as well as the condition of the
asset. As the WTE plans to use the assets for their entire economic life, the residual values on these
assets are estimated to be zero. The estimated useful life of leased assets that are capitalised are
usually equal to the term of the lease contract unless other factors exist that may indicate a shorter
lease period.

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.

Property, Plant and Equipment consists of the following classes:

Land

Infrastructure assets

Assets under construction: Infrastructure assets

Assets under construction - Equipment

Construction machinery & equipment

Vehicles

Computer equipment

Equipment

Furniture and fittings

Mobile homes

Motor vehicles
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Whereas Infrastructure assets class consists of the following categories:

Buildings

Canals

Dams and weirs

Pipelines

Pump stations

Reservoirs

Treatment works

Tunnels

Power Supply

Roads and Bridges

Boreholes

Measuring Facilities

Telemetry

Servitudes

Intangible assets consists of the following classes:

Software and licenses

Enduring benefit
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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
Enduring benefit Infinite life
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1.9.6

1.9.7

198

1.9.9

1.9.10

Current assets of the WTE are non-cash generating, despite the fact that certain water users are
classified as commercial users. The majority of these projects are funded through additional funds
received through Augmentation from the Department of Water & Sanitation - main account. Therefore,
any impairment that has been identified was calculated using the recoverable service amount of the
asset.

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.

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.

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.

Measurement of inventories on hand

Materials on hand are to be consumed in the production process. As all the costincurred are recovered
from users or through the augmentation grant, 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.

All inventories are shown at cost or net realisable value.
Commitments

Commitments included in disclosure note 27 have been based on orders relating to capital projects but
where the goods or services have not been delivered.

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 2018.

Capitalisation of expenses relating to constructed assets

The costs of inventory, 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.

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.
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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.

This Act in section 1 of the PFMA includes any regulations and instructions issued in terms of section
69, 76, 85 or 91.

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
21 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.

2.1.2 Revenue from exchange transactions

Revenue relating to the supply of water is recognised either on the consumption of water by the water
users or in accordance with registered volumes, depending on the specific agreement with 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.
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2.13 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.

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
2.4.1 Short-term employee benefits

The WTE recognises an undiscounted amount of short-term benefits due to employees in exchange
for the rendering of services by employees as follows:

As a liability 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.

2.4.2 Leave benefits

The WTE recognises the expected cost of short-term employee benefits in the form of compensated
absences (paid leave) when the employees render service that increases their entitlement to future
compensated absences.

The expected cost of accumulating compensated absences is measured as the additional amount that
the WTE expects to pay as a result of the unused entitlement that has accumulated at the reporting
date.
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2.4.3 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.

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.

2.5 Leases
251 The WTE as a lessee

The WTE classifies certain leases of equipment and vehicles as finance leases.

The assets acquired under finance leases are 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 are 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 are recognised in the statement
of financial performance.

25.2 The WTE as alessor

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.
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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.

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. ltems of property, plant and equipment are tested for impairment whenever there are impairment
indicators. An impairment loss is recognised where the carrying amount exceeds recoverable service
amount for non-cash generating assets and where the carrying amount exceeds the recoverable
amount for cash-generating assets.

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.

Gains or losses arising from the derecognition of an item of property, plant and equipment is recognised
directly in surplus or deficit in the statement of financial performance when the item is derecognised.
The gain or loss arising from the derecognition of an item of property, plant and equipment is determined
as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
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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.

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.
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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.

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.

2.11 Construction work in progress

Construction Work- in-progress are the costs incurred that are directly attributable to the specific
projects that are currently in progress and can be allocated to the project on a systematic and rationale
basis.

2.12 Financial instruments
212.1 Initial recognition and classification

The WTE classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability or a residual interest in accordance with the substance of the contractual
arrangement.

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.

2.12.2 Initial measurement
Financial instruments are initially measured at fair value.
2.12.3 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.

2124 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.

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.
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2.125 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(including bank overdraft)
2.12.6 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.

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.
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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).

2.13 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.

2.14 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 services are expected to be received. Prepayments and advances are not
classified as financial instruments.

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART F | ANNUAL FINANCIAL STATEMENTS WTE

2.15 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.

2.16 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.

2.17 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.

2.18 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.

2.19 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 fair value. Effective interest is capitalised
against the amounts outstanding in accordance with the respective agreements.

2.20 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.

221 Contingents assets and contingent liabilities
Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in notes
29 and 30.

2.22 Reserves

The WTE classifies its reserves in two categories namely pumping cost reserve and accumulated
reserves. None of these reserves are distributable reserves.
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2221

2.22.2

2.23

2.24.

2.25

2.26

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.

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.

Budget information

The budget is prepared on a modified accrual basis. The WTE Budget compromise of revenue from the
transfer payment received from the Department of Water and Sanitation (Main Exchequer Account) as
well as revenue received from raw water sales.

Related parties

Related parties are people (or a close member of that person’s family) or an entity with the ability to
control or jointly control the other party, or exercise significant influence over the other party, or vice
versa, or an entity that is subject to common control, or joint control. As a minimum the following
are regarded as related parties of WTE, the minister, Department of Water and Sanitation, all other
clients departments, all national public entities, Water boards and Water user associations and the
management of the WTE.

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 31 and 32. 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.

Events after reporting date

The Accounting Authority is not aware of any matter or circumstances arising since the end of the
financial year to the date of this report in respect of matters that would require adjustments to or
disclosure in the annual financial statements.
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NOTES TO THE FINANCIAL STATEMENT FOR THE YEAR ENDED
31 MARCH 2018

Notes 2018 2017
R’000 R’000
3 Revenue from exchange transactions

Sale of water services 9927 280 9 036 752
Construction revenue 223783 409 401
Commission earned 2819 2920
Receivables 2191 2 490
Short-term deposits and bank accounts 628 430
Interest revenue 814 911 697 472
Receivables 814 901 697 463
Short-term deposits and bank accounts 10 ©
Lease revenue earned 3730 12 158
Property 3730 12 158
Sale of goods - scrap materials and waste 20 223

paper
Other revenue 18 009 3 656
10990 552 10 162 582

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.

R’000 R’000
4 Revenue from non-exchange transactions

Transfer revenue includes:
Funds from the Department of Water & 1651 650 1499 528
Sanitation
Other revenue:
Assets received/transferred 4928 1809
Water usage license fees 65 53

1656 643 1501 390

Funds are transferred from the Department of Water & Sanitation as an augmentation to revenue earned
to enable the WTE to carry out its operating activities.

5 Employee benefit costs
Employee benefits consists of:

Short term employee benefits 1,660,946 1 585 956
Less: direct labour capitalised to assets (259,411) (351 598)
under construction

Less: amounts capitalised to construction (210,404) (309 977)

costs for third parties

1191130 924 382
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2018 2017
R’000 R’000
6 Operating expenditure
Construction costs incurred 374 692 393 258
Other operating expenditure
Administrative fees 10 595 2380
Audit cost 20929 20726
Communication 10 952 139913
Computer services 7475 12 002
Electricity 510 212 231 297
Entertainment 23 5
Facility and management fee: TCTA 1609 542 1511114
Materials consumed 104 694 297 434
Maintenance, repairs and running costs 221 585 69 233
Operating leases 146 159 101 580
Owned and leasehold property expenditure 233839 206 853
Professional services: Business and 297 622 1749 204
advisory services, contractors and agency/
outsourced services
Professional services: Infrastructure and 11 153 68 200
planning
Printing, posting and stationery 16 698 24770
Transport costs - 48 053
Travel and subsistence 125910 68 816
Training and staff development 5817 10072
Venues and facilities 437 34 165
Auxiliary 318 863 223 499
4027 197 5212574
7 Repairs and Maintenance - Property, plant and equipment
Maintenance, repairs and running costs - 31432 480 943
Property, plant and equipment
31432 480 943
8 Impairment on financial assets
Impairment relating to:
Trade receivables 1351 316 1574 966
Stalff receivables 711 327
Other receivables 3070 664 723
1355 097 2 240016
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Finance cost
Finance leases
Interest on amortised payables
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Depreciation, amortisation and impairment

Depreciation on property, plant and
equipment

Computer equipment
Equipment

Furniture and Fittings
Infrastructure
Leased equipment
Leased vehicles
Mobile homes
Vehicles

Amortisation and Impairment on
intangible assets

Computer software
Change in estimate - depreciation
Infrastructure

Impairment and impairment reversals

Computer equipment

Equipment
Furniture and Fittings
Infrastructure

Change in estimate - impairment
Infrastructure

2018 2017
R’000 R'000
677 1725

4 655 564 4626 012
4656 241 4627 737
1542 549 1813 475
8192 7313

46 439 35930

15 291 12528
1467 860 1712393
3174 3249

- 42 783

1132 (1191)
461 470
329731 92926
329 731 92 926

- (210 752)

- (210 752)

47 353 137 712

: (15)

- 32 467

- (1002)

47 353 106 262
2525 -
2525 -
1922 158 1833361

The remaining useful lives of all assets were assessed during the year. A change in accounting estimate
was effected in relation to assets whose Remaining useful life was increased/ decreased for assets still in
use. The effect of the change in accounting estimate on the current year's results was an increase in the

current year's surplus by R2.5 Million.

Loss on disposal of fixed assets

Loss on disposal of fixed assets

Cash and cash equivalents (petty cash & other cash)
Cash and cash equivalents at fair value:

Short-term deposits
Cash on hand

2018 2017
R’000 R’000
36 603 109 759
36 603 109 759
139 129
118 76
257 205
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2018 2017
R’000 R’000
13 Receivables from exchange transactions
Current
Financial assets at amortised cost
Trade receivables 12 260 849 9 871 050
Less: Provision for impairment (8 053 724) (6 513 224)
Carrying amount at the beginning of the (6 513 224) (4717 762)
period
Current year provision (1 540 500) (1 795 462)
4207 125 3357 826
Advances to public entities: other 103 314 119 446
Staff related receivables 7 954 6 039
Less: Provision for impairment (3962) (4 259)
Carrying amount at the beginning of the (4 259) (3 950)
period
Trade receivables written off 1008 17
Current year provision (7112) (327)
3992 1780
Claims recoverable - Departments 180 428
Water Research Commission - receivables 394 868 342 620
Other receivables 1802672 1621914
Less: Provision for impairment on other (695 866) (692 764)
receivables
Carrying amount at the beginning of the (692 764) (9 505)
period
Trade receivables written off (3101) (683 259)
Current year provision (695 866) (692 764)
1106 806 929 150
5816 285 4751 250
VAT receivable 517 106 943 902
6 333 391 5695 152

The fair value of the short term receivables approximates the carrying amount of the balances due to their short-
term maturity.

w Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART F | ANNUAL FINANCIAL STATEMENTS WTE

2018 2017
R’000 R’000
Amounts past due not impaired
Included in the financial assets at amortised cost
above is an amount past due but not impaired: 333836 176 026
Age analysis of financial assets that are past
due but not impaired:
not more than two months; 306 264 74,626
more than two months and not more than three 15550 -
months;
more than three months and not more than four 4 659 40
months;
more than four months and not more than five - 33
months;
more than five months; 7,362 101,327
333,836 176,026

Below is the entity’s age analysis as at 31 March 2018. The system ages the number of days that the
invoices are outstanding since the invoice date.

Customer Total Current 30+ Days 60+ Days 90+ Days 120+ 150+ Days
category Days

Bulk Payers (BP) 191 1 0 - - - 189
Company (C) 2,052,112 450,566 247,965 (41,528) 20,867 (99,286) 1,473,530
District 1,312,675 75,041 20,891 14,690 14,462 (1,150) 1,188,740
Municipalities

(bm)

Individual (1) 486,064 36,264 (1,874) (1,683) (593) (263) 454,213
Irrigation Boards 311,095 (31,623) 91,528 4,124 4,374 - 242,692
(1B)

Local 2,979,133 158,028 126,449 55,427 38,436 (14) 2,600,807
Municipalities

(LM)

Metropolitan 50,623 23,131 12,637 1,677 (29) (741) 13,948
Municipalities

(MM)

National 161,363 12,125 3,778 1,605 135 - 143,720
Department (N)

Provincial 14,265 (235) 1,215 (4) 127 - 13,162
Government (P)

Water Boards 3,739,472 539,358 657,715 45,984 58,129 (39,767) 2,478,053
(WB)

Water Service 15,628 499 - - - - 15,129
Provider (S)

Water User 885,241 87,560 40,049 10,114 10,277 54 737,188
Association (A)

Grand total 12,007,863 1,350,716 1,200,352 90,407 146,185 (141,168) 9,361,371
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2018 2017
R’000 R’000

14 Inventory
Construction and building materials 124 673 139911
Consumables 9 355 8853
Fuel and lubricants 7025 7119
Stationery 4687 2928
145,740 158,811

Included in the Inventory balance is the inventory write-off amount equivalent to R NIL (2017: R NIL) to
bring the Inventory balance to its Net reliasable value.

15 Construction Work In Progress

Construction Work In Progress 312,341 307,195

312,341 307,195
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2018 2017
R’000 R’'000

Intangible assets

Summary

Enduring benefit 17 113 926 17 113 926

Gross carrying amount: Lesotho Highlands 15 844 203 15 844 203

Gross carrying amount: Komati Basin Water 1269 723 1269 723

Authority (KOBWA)

Computer software 189 873 519 604
Gross carrying amount 735 601 735 601
Accumulated amortisation and impairment (545 728) (215 997)

17 303 799 17,633,530

Reconciliation -

Enduring benefit 17,113,926 17,113,926
Gross carrying amount at the beginning : 15 844 203 15 844 203
Lesotho Highlands
Gross carrying amount at the beginning : 1269 723 1269 723
KOBWA

Computer software 189 873 519,604
Gross carrying amount at the beginning 519,604 162 552
Additions - 450 077
Disposals and write-offs - 42
Transfers - (140)
Amortisation and impairment (329 731) (92 926)

17 303 799 17 633 530

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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W Annual Report for 2017/18 Financial Year

Payables from exchange transactions

Current

Financial liabilities at amortised cost
Trade payables
Accruals

Amounts due to customers: trade debtors

Retention creditors
Water Research Commission: payables
Other payables

Unclaimed deposits
Advances received

Bank Overdraft
Current

Current accounts at commercial banks
(PMG)

Employee benefits Liability
Current obligations:
Leave benefits due

Carrying amount at the beginning of the
period

Current service costs
Less: benefits utilised

Performance bonuses

Carrying amount at the beginning of the
period

Current service costs
Less: benefits utilised

Service bonuses - 13th Cheque

Carrying amount at the beginning of the
period

Current service costs
Less: benefits utilised

R’000 R'000
1421 030 1515 368
278 762 382 257
805 138 806 843
66 506 61 890
89 597 89 597
180 215 168 002
812 6779
3201 3970

6 6

1424 327 1519 344
1411 641 2186 502
1411 641 2 186 502
2018 2017
R’000 R'000
173 564 156 843
156 843 131 098
173 564 156 843
(156 843) (131 098)
14 582 13 629

13 629 15 919

14 582 13 629
(13 629) (15 919)
56 348 44 107
44 107 15 623
56 348 44 107
(44 107) (15 623)
244 494 214 579

Vote 36: Department of Water and Sanitation
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2018 2017
R’000 R’000
Finance lease liability
Current obligation 2831 2321
Non-current obligation 2 860 2420
Carrying amount at the end 5691 4741
Reconciliation of the carrying amount:
Future minimum lease payments due: 6218 5188
Later than 5 years - -
Later than 1 year but less than 5 years 3 266 2 682
Less than 1 year 2951 2 506
Less: Future finance charges (527) (448)
Present value of minimum lease payments 5691 4741

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 16.
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2018 2017
R'000 R'000
22 Financial liabilities: TCTA

Current obligation 3133965 2 886 929
Non-current obligation 25 896 259 24 474 867

Reconciliation
Carrying amount at the beginning of the period 27 361 796 24 958 395
Additions 6 967 096 7 968 689
Construction cost 702 250 2533215
Interest accrued 4 655 304 3912 142
Administrative costs & LHWP Royalties: TCTA 1 609 542 1523 332
Payments specifically allocated to liability (5 008 258) (5 245 755)
Other Movements (290 410) (319 533)
Financial liabilities at amortised cost 29,030,224 27,361,796

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 10% p.a.
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23 Net cash flows from operating activities

(Deficit) for the year (572 663) (3 764 800)
Adjusted for non-cash items 7 054 939 8904 049
Employee benefits liability provisions 244 494 214 579
Depreciation, amortisation and impairment 1922 158 1833 361
Assets transferred at no cost (4 928) (1 809)
Impairment on financial assets at amortised cost 1 355 097 2 240 016
Interest accrued: TCTA 2601917 2984 811
Administrative costs: TCTA 899 597 1523 332
Loss on disposal of fixed assets 36 603 109 759
Additional cash items (214 579) (162 640)
Employee benefits utilised (214 579) (162 640)
Si?:lz;grs\g cash flows before working capital 6 267 697 4 976 609
Working capital changes: (2 080 428) (1 519 996)
(Increase) in receivables from exchange (1 993 336) (1 687 879)
transactions

Decrease / (Increase) in inventories/ 7925 (294 464)
Construction work in progress

(Decrease) / increase in payables from exchange (95 017) 462 347
transactions

Net cash from operating activities 4187 270 3456 613
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24

241

24.2

24.3

24.4

245

2018 2017
R'000 R'000
Budget information
Reconciliation between budget deficit and
statement of financial performance
Budget surplus (deficit) (3931 438) (7 290 090)
Project expenditure 1324 795 4541 610

Basis of preparation of budget comparison statement

The Basis of preparation of the budget during 2017/18 financial year is not the same with preparation of
the statement of financial statement. The project expenditure of R1.4 billion funded from augmentation
fund, Rehabilitation and Refurbishment and Rehabilitation of Conveyance System are reported on the
Statement of Financial Position.

Reason on original budget deviation

The projected revenue for the financial year 2017/18 was revised from R9.5 billion to R11.5. The revenue
adjustment can be attributed to the following; The additional funds received from National Treasury for
augmentation, increase on construction revenue and efforts made by the entity to improve the billing
efficiency for water sales. The Operating expenditure was revised to R14.5 billion in order to cover the
adjustment on finance costs and irrecoverable costs.

Reason on the revenue variance

The favourable variance on revenue performance can be attributed the increase on efforts made by
the entity to improve the billing efficiency for water sales and interest charged on overdue customers’
accounts. The total revenue against the revised budget for the financial year reflects a favourable
variance of R1.1 billion.

Reason on the expenses variance

The favourable variance on revenue performance can be attributed the efforts made by the entity to
improve the billing efficiency for water sales and interest charged on overdue customers’ accounts.

Reason on the projects expenditure variance

The infrastructure projects (augmentation) reflect a spending within the allocated budget for 2017/18.
However it should be noted that Dam Safety Rehabilitation Programme (DSRP) budget had to be
reprioritised due to the underspending on the projects. Most of the DSRP projects were on planning
stage. The budget for other projects were also reprioritised due to the fact that most projects were in the
planning phase.
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2018 2017
R'000 R'000
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 12 257 205
Financial assets at amortised cost 5816 285 4751 250
Receivables from exchange transactions 13 5816 285 4751 250
Total financial assets 5816 542 4751 455
Financial liabilities at amortised cost 31 866 192 31 067 642
Payables from exchange transactions 18 1424 327 1519 344
Other financial liabilities 22 29 030 224 27 361 796
Bank Overdraft 19 1411641 2186 502
Total financial liabilities 31866 192 31 067 642
Net losses included in the statement
of financial performance on amortised 1355 097 2240016

receivables

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 approximately 23% (2017:
23%). 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. 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.
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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 ongoing 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.

2018 2017
R'000 R'000

Maximum credit risk exposure
Cash and cash equivalents 257 205
Receivables 5816 285 4751 250
5816 542 4 751 455
% of total financial assets 100.0% 100.0%

Liquidity risk
The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity
manages liquidity risk through an ongoing review of future commitments and credit facilities.

2018 2017
R'000 R'000
Contractual maturities of non-derivative
financial liabilities are:
Due within 30 days -1,289,446 1,947,539
Later than one month but not later than 12 7,506,704 4,659,007
months
Later than one year but not later than 5 years 15,540,615 14,260,379
Later than 5 years 10,358,504 9,505,306

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 expose the WTE to liquidity risk.

26 Related party transactions
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26.1 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.

2018 2017
R'000 R'000
26.2 Related party transactions and outstanding
balances
26.2.1 Department of Water & Sanitation
Revenue from non-exchange transactions 1651 650 1499 528

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
whichinclude, butis 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.

26.2.2  Water Research Commission

Revenue from exchange transactions 2191 2490
Outstanding balances (Receivables) 394 868 342 620
WRL payment 94 157 98 936
Outstanding balances - payables from exchange 180 215 168 002
transactions

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).

26.2.3  Trans-Caledon Tunnel Authority (TCTA)
The following transactions were carried out with

TCTA:

Construction activities 702 250 2533215
Finance cost 4 655 304 3912142
Administrative costs & LHWP Royalties: TCTA 1609 542 1523332
Outstanding balances - amount due to TCTA 29 030 224 27 361 796

TCTA is constructing assets on behalf of the
WTE on a full cost recovery basis.
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26.2.4  Eskom
The following disclosable items were carried out

with Eskom:

Revenue from exchange transactions 1343534 1339576
Outstanding balances-receivables from 181 095 115028
exchange transactions

Payment for electricity 575 758 706 395
Outstanding balances - payables from exchange 50 236 31749
transactions

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.

Eskom receives 60 days to pay for water related services instead of the normal 30 days. WTE pays
Eskom for pumping costs relating to water within 15 days.

2018 2017
R'000 R'000
26.2.5 Rand Water

The following disclosable items were carried out
with Rand Water:
Sale of water services
Revenue from exchange transactions 4291 765 4077 419
Finance revenue (discounting) 37 034 35608
Gross amount billed 4 328 798 4113 027
Outstanding balances — receivables from 798 822 690 258
exchange transactions
Gross amount due 805 775 696 339
Less: Effect of discounting (6 953) (6 081)
Project cost payment 50 000 242 865
Outstanding balances - payables from exchange
transactions i 1708

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.

26.2.6 Inkomati Catchment Management Agency
The following disclosable items were carried out with Inkomati Catchment Management Agency:

Inkomati Usuthu CMA: amount paid for the 109 162 79 614
period

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).
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26.2.7 Breede-Gouritz Catchment Management Agency (BGCMA)
The following disclosable items were carried out with Breede-Gouritz Catchment Management Agency:
Breede-Gouritz CMA: amount paid for the period 60 000 70 958
Breede Gouritz 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 Breede Gouritz Catchment
Management Agency (i.e. Agent-Principal Relationship).
26.2.8 Energy SETA
The following disclosable items were carried out
with Energy SETA:
Water services related project cost payment 50 000 557 288
26.2.9  Entities under control of the Minister of Water and Sanitation
The following Water Boards and Agencies 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. The following items were carried out with these entities:
Outstanding Outstanding
Revenue from balances - Payments made balances -
Entity Name exchange receivables by WTE to the payables from
transactions from exchange entity exchange
transactions transactions
2018 2017 2018 2017 2018 2017 2018 2017
Amatola & 75326 | 79279 33002 13491 | 12393| 20832| 1043| 2632
Albany Coast
Water Board
Bloem Water 19958 | 17003 23 503 35535 924 1405 97 132
Board
Mhlathuze 44 274 | 46 663 3305 4279 | 80362 | 118739 -| 1309
Water Board
Overberg Water 228 430 341 1608 - - - -
Board
Sedibeng Water | 341 162 | 261 484 | 2 366 806 | 1 814 611 -| 210888 | 5112| 5112
Board
Lepelle Water 47 646 | 38789 95 959 27861 | 107882 | 215069 | 39295 | 75549
Board***
Magalies Water 82760 | 67495| 108710 27 861 - - - -
Board
Umngeni Water | 417 232 | 363 208 90 133 66491 | 12332| 20474 926 | 1554
Board
Uthukela Water 19 802 7382 | 238982 196 377 - - - -
***The above project payment costs to Lepelle Northern Water Board include amounts paid for Mopani
Municipality emergency project: Bambanana Bulk Pipeline project; raising of Nwamitwa dam and raising
of Tzaneen dam.
26.2.10 Komati Basin Water Authority (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 has the right of use of water supply from Driekoppies dam.

Water User Associations (WUAs) - There are 222 WUAs under the common control of the Minister of
Water and Sanitation. WTE bills the WUAs under arms’ length transactions in order to recover water
infrastructure related charges.
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26.3 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.

Other

March 2018 _ Ter_rm- short term Post-

Basic nation employee employment

salary benefits benefits benefits Total

R’000 R’000
Ms Mathe ZY - 835 - 467 109 1410
Deputy Director General
Mr Maphanga LM - - - - - -
Chief Director***
Mr Smith FJ - - - - - -
Chief Director
Mr Swart HJ - 1194 - 360 155 1709
Construction Manager
Mr Arumugam S - 789 - 268 103 1160
Chief Director
Mr Mofokeng MJ - 659 - 376 178 1213
Chief Financial Officer
Mr Manus LAV - 707 - 486 92 1285
Chief Director
Mr Mudau TN - 697 - 404 91 1191
Chief Director
Mr Nel P - 813 - 257 106 1176
Chief Director
Mrs Nkomo RM - 697 - 397 91 1185
Chief Director
Mrs Mkhabela GV - 813 - 251 106 1170
Chief Director

7204 - 3266 1029 11 499

W Annual Report for 2017/18 Financial Year | Vote 36: Department of Water and Sanitation



PART F | ANNUAL FINANCIAL STATEMENTS WTE

Other

March 2017 _ Ter_ml- short term Post-

Basic nation employee employment

salary benefits benefits benefits Total

R’000 R’000
Ms Mathe ZY - 808 - 513 198 1519
Deputy Director
General
Mr Maphanga LM - 529 - 312 134 975
Chief Director
Mr Smith FJ - 663 - 325 682 1670
Chief Director
Mr Swart HJ - 1114 - 349 194 1657
Construction Manager
Mr Arumugam S - 750 - 285 97 1132
Chief Director
Mr Mofokeng MJ - 818 - 444 106 1368
Chief Financial Officer
Mr Manus LAV - 664 - 458 88 1211
Chief Director
Mr Mudau TN - 655 - 381 86 1122
Chief Director
Mr Nel P - 764 - 171 99 1034
Chief Director
Mrs Nkomo RM - 655 - 360 85 1100
Chief Director
Mrs Mkhabela GV - 764 - 273 99 1136
Chief Director

8182 - 3872 1870 13924

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 Position

Mr S Mkhize Acting Director General
Mr T Balzer Deputy Director General
Mr JD Mahlangu Deputy Director General

The following key management official terminated his service during the current financial year (2017/18).
Official

Mr MJ Mofokeng

The following key management personnel officials have terminated their services in the previous financial
year that ended 31 March 2017.

Official
Mr LM Maphanga
Mr FJ Smith Chief Director: Construction Management
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27 Capital Commitments 2018 2017

R’000 R’000

Capital commitments 1344 906 1134 242

Operational commitments 317 700 885 900
Commitments for the acquisition of property,

plant and equipment that is contracted for but not 1662 606 2020 142

provided for in the financial statements.

Commitments per category

Operational and Capital commitments

Inventory 1,428 1,995
Other operating expense 316,272 883,905
Total 317,700 885,900

Capital commitments

PPE: Assets under construction 296,667 21,875
PPE: Computer equipment 191 183
PPE: Equipment 567 4,499
PPE: Furniture 189 232
PPE: Infrastructure assets 1,047,292 1,107,453

1,344,906 1,134,242
Grand Total 1,662,606 2,020,142

The amounts disclosed above for capital commitments exclude VAT.
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Operating lease commitments 2018 2017
R’000 R'000

The Water Trading Entity leases various residential buildings and office Spaces 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 2018 are as follows:

Residential Buildings: 987 17 792
Due within 1 year 987 17 792
Due later than 1 year but less than 5 years - -
Greater than 5 years - -

Office administration Buildings: 131 683
Due within 1 year 131 552
Due later than 1 year but less than 5 years 131

Greater than 5 years = -

Total minimum lease payments 1118 18 475
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29

201

29.1.1

29.1.2
29.1.3

29.1.4

29.15
29.1.6
29.1.7
29.1.8

29.1.9
29.1.10
29.1.11

29.1.12
29.1.13

29.1.14
29.1.15
29.1.16
29.1.17
29.1.18

Contingent liabilities 2018 2017
R’000 R'000

Claims against the State
Legal claims against the Department of Water &

Sanitation

Eigenbau Pty Ltd vs Minister of Water and 2,244

Sanitation 2,244
Nasiza Trading CC/DWS - 1,570
JSW Electrical (Pty) Ltd vs. DWS and RBF 1,006

Engineering (Pty) Ltd 1,006
Neethling N. O. and Others vs. Department of

Water and Sanitation 16,647 16,647
Kwinana & Associates vs DWS 1,158 1,158
Mogotleng Kgophane v DWS 1,000 1,000
Bigen Africa vs. DWS 5,926 5,926
Sehlagola Nko Ditedu Trading Enterprise CC vs.

DWS 2,765 2,765
Noko Airlink vs DWS 2,462 -
Geldenhuys J Mulder VS DWS 1,100 -
Londiwe Nokuphiwa Ngcambu/DWS and

Bicanon (Pty) Ltd 13,121 -
Roelof Jacobs vs. DWS and Bloemwater 1,862 -
SCIP Engineering Group (PTY) Ltd vs Minister

of Water and Sanitation. 42,160 -
Seeletso vs. DWS 8,307 -
Maragela Consulting vs. DWS 2,574 -
Re Ba Thari Tranding and Enterprise vs. DWS 1,582 -
Karan Beef vs. Minister of DWS - 778
Other claims against the state 4,594 2,004

108,509 35,099

Should the WTE not be successful in defending the above cases, the maximum financial exposure
amounts to R108.509 million excluding interest of approximately R10.8509 million at 10.00%.
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Several companies have laid claims against WTE of which the outcome is still uncertain and
the summary of nature of the above cases is as follows :

29.1.1 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. The Department consulted with counsel
on the 16 March 2016 and the answering affidavit had been filed. The parties met on the 26 May 2016
and agreed that the plaintiff must write to the Department with their proposal on resolving the matter,
such proposal has not been received. Therefore should judgment be granted against the Department;
the Department will be ordered to pay the claimed amount or provide a confirmatory to SARS that the
payment was erroneously made to SARS.

29.1.2. Nasiza Trading CC vs 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. The Department filed and
served Answering Affidavit on 8 September 2015, the matter is still pending.

29.1.3 JSW Electrical (Pty) Ltd vs. DWS and RBF Engineering (Pty) Ltd. 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. The
matter pertains to 1998; the department is defending the matter. The instructions to the State Attorney
sent on 18/12/2014 to advice whether the Department should bring an application for dismissal for the
delay in prosecuting this matter and to have this matter finalized. The State Attorney advised that DWS
should pend this matter until such time there is a reaction from the Plaintiff.

290.1.4 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 postponement for the settling of the quantum. Matter
originated in 2013. The 1st & 2nd Defendants have conceded to the merits of the case and matter
postponed sine die to determine quantum. The matter is set down for argument of the quantum from
11 to 15 September 2017 in the Kimberley High Court.

29.1.5 Kwinana & Associates vs DWS. Case originated in the 2014/2015 financial year. A summons was
issued against the Department for failure to pay for service rendered in terms of contract to provide a
compendium of accounting services to implement a financial turnaround for the Revenue Collection
sub-directorate. Notice of intention to defend was filed. The state attorney has been requested to
appoint a counsel on this matter. We requested further particulars from the plaintiff. The plaintiff did
not respond and an application to compel to provide further particulars was done and heard on the 17
August 2015. A rule 35 notice has been served and filed.

29.1.6 Mogotleng Kgophane v DWS. The matter originated in 2016; a motor vehicle collision involving a
DWS employee. DWS is defending the matter, notice of intention to defend filed and consultation with
Counsel, State Attorney and DWS officials confirmed for 6 April 2017 to prepare to draft our plea.

29.1.7 Bigen Africa vs. DWS. The matter originated in the 2016/2017 financial year. Bigen Africa submitted
invoices for the work done in respect of the construction monitoring works and defects liability applicable
to the construction. The invoices are not disputed, save to indicate that the budget for payment has
been reallocated. The DWS has offered to settle this matter out of court.

29.1.8 Sehlagola Nko Ditedu Trading Enterprise CC vs DWS. The matter originated in 2015 - Application to
direct the DWS to issue a Purchase Order after the DWS instituted Review Application to the High
Court to review and set aside the decision to award the Contract to Sehlagola Nko Ditedu Trading
Enterprise CC. DWS has filed notice to oppose the application. Sehlangola has applied to the High
Court for the consolidation of the two cases. The matter is set down specifically for this purpose on 31
May 2017. The DWS is not opposing the application.

29.1.9 Noko Airlink vs DWS. The applicant disputes the decision of tender evaluation committee for not
awarding the tender to them as allegedly claimed that they were the most suitable candidate in terms
of DWS preferential scoring system.
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29.1.10.

29.1.11

29.1.12.

29.1.13

29.1.14

29.1.15

29.1.16

29.1.17

29.1.18

29.2

Geldenhuys J Mulder vs DWS. The applicant wants payment resulting of injuries sustained on 08
March 2012. The minor child was utilising the play facilities at Waterwese Kamp, Levubu which is the
property belonging to the Minister. The swing broke and the minor child was injured. She was taken to
the hospital by Mr Dick Viljoen (the departmental official) by his car and she was treated and released
on the same day. The plaintiff in her summons alleges that the minor child was partially disabled and
now permanently disabled.

Londiwe Nokuphiwa Ngcambu DWS/ Bicanon (Pty) Ltd. The matter emanates from a contractual
dispute between Bicanon (Pty) Ltd and Londiwe Nokuphiwa Ngcambu for the payment of invoices.
The Department entered into a contract with Bicanon to address shortcomings of water services and
infrastructures in Nongoma and Msinga Districts of KwaZulu-Natal. Bicanon then appointed Londiwe
Nokuphiwa Ngcambu as sub- contractor to supply materials and to render services for the two Projects.
The DWS has no Contract with Ms Ngcambu but since the two projects were for the DWS then the
DWS was dragged to these proceedings.

Roelof Jacobs vs DWS. The applicant is suing the Department for damages caused to his property as
a result of fire which allegedly started from property of the Department

SCIP Engineering Group (Pty) Ltd vs DWS. The letter of demand from Smit Sewgoolam Inc demanding
that the amount due by SCIP Engineering group for service rendered in terms of the contract must be
paid.

Seeletso vs DWS. The Plaintiff served the Department with summons claiming damages following
cancellation of contract due to non-performance

Maragela Consulting vs DWS. The applicant is suing the Department for outstanding payment on the
invoice.

Re Ba Thari Trading and Enterprise vs DWS. The applicant demand payment for the breach of contract
by DWS.

Karan Beef vs. Minister of DWS. The matter relates to 2013 summons issued against the DWS for over
charging Plaintiff iro. Industrial purposes instead of agricultural purpose. The matter is now finalised
as the appeal by both parties was dismissed by constitutional court for lack of prospects for success.

Other claims against the state - WTE is the defendant to various small claims below an amount of
R1 million each against it instituted by various companies.

The WTE has issued guarantees in favour of various financial institutions to support employees to
obtain loans for housing. To date the WTE has not been called to honour any of these obligations. No
loss is expected to materialise in respect of these guarantees in the foreseeable future.

Guarantees

The WTE has issued guarantees in favour

of various financial institutions to support

employees to obtain loans for housing. To date

the WTE has not been called to honour any - 70
of these obligations. No loss is expected to

materialise in respect of these guarantees in the

foreseeable future.
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2018 2017
Legal claims R'000 R'000
30.1 Department of Water vs. T- Systems South 2,843 2,843
Africa (Pty) Ltd and Mr. Bokhutlo Senokwane
30.2 Department of Water and Sanitation vs. Metrics 30,000 30,000
Industrial Supplies CC
30.3 Department of Water and Sanitation vs. Bodust 336 336
Trading Enterprise CC
30.4 DWS vs Sehlagola Nko Ditedu Trading 2,765 -
Enterprise CC
30.5 DWS vs Martin Nero 82 -
36,026 33,179

The WTE have legal claims against several companies of which the outcome is still uncertain:

30.1 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). The Department did not accept the settlement offered and has
made a counter settlement.

30.2 DWS vs Metric Industrial Supplies cc. The department issued summons arising from fraudulent
invoices in which the Defendant was paid money for services it did not render. Further consultation
with Counsel will take place to amend the particulars of the claim.

30.3 The Department issued summons against Bodust Trading Enterprise CC for professional negligence
as a result of them failing to supervise the installation and backfilling of the Dwarsloop- Acornhoek
pipeline.

30.4 DWS vs Sehlagole Nko Ditedu Trading Enterprise cc. The DWS has filed Review Application with the

High to set aside the award awarded to Sehlagola Nko Ditedu Trading Enterprise in respect of the
Contract. In turn the Respondent has filed an application to direct the DWS to issue a Purchase Order
iro the award. DWS has filed notice to oppose the application. Sehlangola has applied to the High
Court for the consolidation of the two cases.

30.5 DWS issued a letter of demand for the amount paid for petrol, toll gates and kilometres as a result of
misuse of state vehicle.
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31

311

408

Irregular expenditure

Reconciliation

Opening balance
Add: Irregular expenditure - current year
Add: Irregular expenditure - prior year
Less: Amounts condoned

Less: Amounts recoverable (not condoned)

Less: Amounts not recoverable (not condoned)

Irregular expenditure awaiting condonation

Analysis of expenditure awaiting condonation
per age classification

Current year
Prior years
Total

Annual Report for 2017/18 Financial Year

2018 2017
R'000 R'000
3265 038 325 875
1192 004 2 705 805
439 989 264 014

- (30 655)

4897 031 3 265 038
4897031 3 265 038
1192 004 2 705 805
3705 027 559 234
4897 031 3265 038
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Details of Irregular Expenditure

Incident

Award made to non-tax complaint supplier

Quotations awarded not in accordance with
the prescribed preference point system

Unfair awarding of work to suppliers
Competitive bidding process not followed

Services to support and maintain SAP ECC
not procured through SITA

Deviations approved not in accordance
with Treasury Regulations

Award of bid not in accordance with
approved specification

The Departmental Bid Adjudication
Committee quorum was not obtained

Actual expenditure incurred exceeded the
contract amount.

Change of scope of work after award and
not all members of BEC were approved

Companies listed share the same telephone
numbers therefore owned by the same
person

Contract signed by an unauthorised official
and without legal vetting by legal services

Internal memo for payment through sundry
approved an official who exceeded the
allowable delegation to approve sundry
payments.

Specification did not include the minimum
threshold for local production and content

No declarations were made by the directors
that they are employed by the state

No evidence of approval of variation orders
could be obtained

Payment process through sundry with no
prior approval granted by delegated official

Procurement above R500 000 not done
through competitive bidding (National
Treasury is to provide further clarity
regarding the definition of consultancy
services)

Procurement from one service provider not
duly approved

Supplier did not declare on the SBD 4 that
he/she owns two companies

Disciplinary steps
taken/criminal
proceedings

Under investigation

Under investigation

Under investigation
Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

2018
R’000

25
433

1,557
178,233
62,824

303,020

290,805

57,675

1,733

58,737

216

9,852

28,430

255

5,703

60,896

1,068

127,766

39

46
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2017
R’000

3,289
971,694
90,866

338,721

208,463

176,600

41,356

43,102

2,026

535,885

267



Supplier status is liquidation

The Central Supplier Database was only
checked and printed after the quotation
was sourced from the supplier

The contract has no end date

Expenditure exceeding original excess of
the approved contract or quoted amount or
no contract in place or contract expired

Actual evaluation criteria inconsistent with
original bidding document

Bid evaluation not consistent with the
approved evaluation criteria

No proof is available on file that request for
quotation were source on the same day

Procurement and Contract Management
(Compliance) - Disclosure of Irregular
Expenditure is understand

Procurement approved by person not
having delegations to approved the
deviations

Service provider not been given similar
specifications to quote which results to
other company quoting for more items
other less.

Variation Order being approved by the
Accounting Officer as per delegation of
Authority

Three quotations was not obtained for
procurement of between R30,000 and
R500,000 and deviation not approved by
the delegated authority

Contract and management - Procurement
of unlimited SAP licenses

Payment out of RT3 Contract, Expenditure
exceeding original excess of the approved
contract or quoted amount or no contract in
place or contract expired

Allegation that one of Construction North
Civil superintended misused his powers
by exchanging items procured from CTM
on behalf of the department without the
Supply Chain Management’'s Knowledge.
The money is still with CTM Tzaneen since
from 2014.

Services done before order
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Under investigation

Under investigation

Under investigation

Under investigation

Under investigation
Under investigation
Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

Under investigation

12
34

2,642

337

2,000

81

5,743

34

18

35

115

285,000

15

157

1192 004

2705 805
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31.3 Details of Irregular Expenditure

condoned
Incident Condoned by 2018 2017
(condoning authority)

R’000 R’000
Advanced payment was done whereas Director-General - 30,655
provision was not made for such in the
conditions of contract. Officials did not have
delegations to approve payments.
Expenditure exceeding original contract Director-General - -
amount/or no contract in place
Use of transversal contract illegally Director-General - -
Procurement of goods and services without Director-General - -
following the proper SCM procedures
Request for ex post facto approval Director-General - -
Splitting of orders to circumvent SCM Director-General - -
policies and procedures
Non-compliance with Treasury Regulation Director-General - -
for the procurement in excess of
R500 000,00

- 30,655
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32  Fruitless and Wasteful Expenditure

Reconciliation
Opening balance
Prior period error
As restated

Add: Fruitless and wasteful expenditure -
current year

Add: Fruitless and wasteful expenditure -
prior year
Less: Condoned or written off by relevant
authority

Less: Transfer to receivables for recovery
(not condoned)

Less: Amounts not recoverable (not
condoned)

Fruitless and wasteful expenditure
closing balance

2018 2017
R’000 R’000
489 591 1798
489 591 1798
534 111 487 793
1023702 489 591
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Incident

Losses incurred relating to external projects

Abnormal costs incurred relating to internal
projects

Interest expenditure incurred on overdue
accounts paid to Eskom, municipalities, etc.

Interest expenditure incurred on the
expropriation of land

Interest expenditure incurred on overdue
accounts paid to banks for petrol cards

Interest expenditure incurred on pension
pay-out

SAP Licences
Mopani emergency project

Expenditure Incurred on the appointment
of the approved professional person (APP)

Legal costs incurred due to breach of
contract

Disciplinary steps
taken/criminal
proceedings

Transaction under
investigation

Transaction under
investigation

Transaction under
investigation

Transaction under
investigation

Transaction under
investigation

Transaction under
investigation

Transaction to be
investigated

Transaction to be
investigated

Transaction to be
investigated

Transaction to be
investigated

2018 2017
R'000 R'000
89 855 135178
416 605 -
218 605

2 11

31 8

9 -

- 250 000

26 873 98 390
- 3600

518 -
534,111 487,793

The interest expenditure incurred on overdue accounts to Eskom is under deliberation and the Department
has engaged with Eskom to reverse the interest charged where the Department has paid within 15 days

of receipt of Eskom invoices.
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33  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 2018. 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:

Infrastructure assets - The infrastructure projects were completed in prior year but cost not transferred
from AUC to the asset register due to insufficient documentation available to inform the necessary
transfer. Other movable assets were picked up on Floor, which were not accounted for in the asset register
and identified during verification. These are classified as post capitalisation the cost and associated
depreciation were provided as journals.

Finance cost - the adjustment of R726 million for 2016/17 is as a result of a change in interest allocation
between the projects on TCTA financial model on Vaal River System (VRS). The adjustment impacted
on accumulated surplus's opening balances.

Impairment on financial assets - The amount is for accruals and interest not billed but included on
impairment of financial assets which impacted accumulated surplus/loss opening balances.

Operating expenditure - correction of TCTA invoice accruals for 2016/17 financial year amount to
R2.04 billion. These are invoices were due to TCTA thus an increase in liability during 2016/17 and this
also has resulted in increase in operational expenditure. The amount of R339 million is correction of
payment incorrectly allocated to TCTA and R273 million is a re-allocation of management fee capitalise
to the project to expenditure. Included in operational expenditure amount is the amount of R236.5
million consist of loss on construction work and other cost on derecognition of Catchment Management
Agencies (CMA's).

Other financial liabilities current and non-current - The Trans Caledon Tunnel Authority (TCTA) made
amendments to the projects financial models. The opening balances were restated as per 2017/18
restated financial models from TCTA. The adjustment is a re-allocation between current and non-current
financial liabilities and it only impacted the opening balance of liabilities in the statement of financial
position. The net effect on these changes has resulted in an increase in Net Liability of R 1.3 Billion.

Payables from exchange transactions current - These are TCTA tariff invoices accrued in 2016/17
period that were erroneously not accrued mainly Vaal River System (VRS). The adjustment(s) impacted
on accumulated surplus's opening balances.

Construction work - This is a loss on construction work performed in previous years on both internal
and external work. The amount is for construction loss due to expenditure not to been recovered by
construction unit within the department.

Receivables from exchange transactions - The decrease in trade receivables is due to derecognition of
Inkomati-Usuthu Catchment Management Agency (IUCMA) and Breede-Gouritz Catchment Management
Agency (BGCMA). These CMA's are now operating as Independent establishments.

Revenue from exchange transactions - The amount is as a result of derecognition of Inkomati-
Usuthu Catchment Management agency (IUCMA) and Breede-Gouritz Catchment Management Agency
(BGCMA) revenue and trade receivables. The two agencies have been independently established.
A further amount of R7 million is for ageing of 2017/18 closed and cancelled customer account reversed,
contract closure and it was back dated back to prior years. The adjustment(s) impacted on Accumulated
surplus's opening balances.

Irregular expenditure - At the end of financial year 2016/17 R4.346 million was disclosed in the annual
financial statement and all findings discovered by Auditor General were not included in the disclosure
due to a dispute of these findings. A dispute was lodged with the Auditor General and a response was
only received in December 2017 and a further dispute was lodged however was not submitted hence the
adjustments.
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2017 2016
The impact of these errors is
summarised below and the details are R'000 R'000
as follows:
Increase/ (Decrease) in assets 713 795 850 097
(Increase)/ Decrease in liabilities (874 715) (104 852)
Increase/ (Decrease) in net assets (160 920) 745 244
Represented by:
(Increase)/ Decrease in accumulated
surplus:
(Increase)/ Decrease in revenue
Increase/ (Decrease) in expenses 133 893 16 499
Effect on surplus/ deficit 27 027 (761 743)
Effect on opening reserves 160 920 (745 244)
(745 244) -
(584 325) (745 244)

The following is the summary of corrections made in prior years to correct errors discovered to
ensure completeness and accuracy of AFS:
2017 2016
R’000 R’000
Intangible assets 28,932 -
Construction work (135,178) (101,291)
Other financial liabilities: current (631,324) -
Other financial liabilities: non-current (602,479) (109,123)
Payables from exchange transactions: 359,088 4,270
current
Property, plant and equipment 641,726 711,233
Receivables from exchange transactions 178,316 240,154
current
(160,920) 745,244
Depreciation, amortisation and impairment (51,352) 21,702
Finance cost (6,491) (739,995)
Impairment on financial assets (255,243) -
Operating expenditure 287,226 (194,451)
Repairs and maintenance - PPE 52,885 151,001
Revenue from exchange transactions 133,893 158,855
Revenue from non-exchange transactions - (142,356)
160,920 (745,244)
Effect on opening reserves (745,244) -
(584,325) (745,244)
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