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- Funding for drought interventions at the Kgetlengrivier Local
~ 'Municipality

~ * |l wish to retract the announcement made by officials
~at the Portfolio Committee of the 17 February 2017,
stating that the construction unit will be undertaking
the construction work in Kgetleng Local Municipality.

- lwish to state that in the next few days, | will issue a
- Directive to Magalies Water to be the Implementing

ke Agent in addressing the challenges in Kgetlengrivier
Municipality.
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~ * However, this is subject to a Kgetlengrivier Council
Resolution on the matter

WATER IS LIFE - SANITATION IS DIGNITY Toll Free: 0800 200 200  www.dwa.gov.za
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= T PRESENTATION OUTLINE

|+ Departmental Financial Status 27
February 2017

* Unpaid invoices

* Allegations of bankruptcy of R4.1
billion

Conclusion
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’géepartmental Spending per program as at 27
% February 2017

Prramme B Adjusted Budget Actual Expenditure | Variance
(Amounts in R'000)

T inistrat
Administration 1612 951 1286 374 326 577 80%

2. Water Planning
and Information

3. Water

DIESHUCIIS 12 012 696 10 662 266 1 350 430 89%

Development

4. Water and

Sanitation 738 060 821 517 -83 457 111%

5. Water Sector

Regulation 346 077 246 594 99 483 71%
15 524 597 13616 678 1907 919 88%

RE-ANIRIIONISOICNIMESEE L .

~ TollFree: 0800200200 www.dwa.gov.za
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Departmental Spending per program as at

i 27 February 2017

* The available R1.9 billion has been allocated as follows:
-Compensation of employees R238 million

-Transfers to Municipalities scheduled for payment on 8 and 9
March 2017 of R712 million

-Goods and services and capital expenditure of R958 million

135 i L * The Department has projected that it will spend the full budget
~ allocation by 31 March 2017, with a slight underspending of
R99 million on Compensation of Employees.

* The bank balance of the Department is currently R558 million,

with a balance of R1.1 billion which has not been requested

1 it from National Treasury and is due for payment to the
| Department in the month of March 2017.

WATER IS LIFE - SANITATION IS DIGNITY Toll Free: 0800 200200  www.dwa.gov.za
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) UNPAID INVOICES

~_ Giyani Water Services
| | * The Department experienced a delay in the payment of invoices for the
Giyani project as they were budgeted to be paid over four years in line with

* : the contractual cash projections, however, due to acceleration of the
‘,L project they needed to be paid in two years.
e . * The Department had to reallocate its budget for 2016/17 to be able to pay

| all invoices this year, and reprioritise the funds which were allocated for the

f : Giyani project in the future years to other projects as the Giyani project is

} g - at its completion phase.

L’B -« Atotal of R2.4 billion (including VAT) has been paid towards the Giyani

R - project against the contract of R2.5 billion. The remaining balance of R100

g million is for retentions withheld by the Department which will only be paid

L0 s | when the 12 months defects liability period has passed.

~* Additional invoices of R207 million have been received for the Giyani
project. These invoices will not be paid as they are above the contract
value and no authorisation was provided by the Department to exceed the
contract amount.

* There are no other invoices for the Giyani project which are due for
payment besides the disputed invoices of R207 million.

11
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. UNPAID INVOICES

-‘ |

| Bucket Eradication

SN ~ * The allocated budget for Bucket Eradication amounts to R422 million. A
: request for additional funds has been submitted to the Portfolio Committee as
the allocated funds are not sufficient to cover the changes in scope in the
Bucket Eradication program due to the related infrastructure, and unforeseen
s s ground conditions. The full budget of R422million has been exhausted.
BT L While negotiating for additional funds for the Bucket Eradication program,
e additional invoices of R459 million were received and there were delays in
payment of these invoices due to unavailability of funds for the Bucket
S , Eradication Program.
o e * Invoices of R208 million have been subsequently paid due to a reprioritisation
| of funds within the Department. There are currently unpaid invoices of R251
million for the Bucket Eradication Program which will be paid through a budget
reprioritisation process.

* The Department is currently in a process of costing the full budget
requirements to complete the Bucket Eradication Program.
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A,I.ELEGATIONS OF BANKRUPTCY OF R4.1BILLION
~ The R4.1 billion can be analysed as follows:

R546 million

R268 million

R1,8 billion

R99 million

WVATER IS LIFE - SANITATION IS DIGNITY

The request was declined by the
Department. There’'s no accrual or
commitment for this amount.

The Department declined to pay the amount
as an advance, and only paid it upon receipt
of invoices for work done. The projects were
already budgeted for, and payment has
been made based on invoices received and
work performed.

Invoices have been paid through a budget
reprioritisation process which took place
within the Department. There’s no accrual
or commitment for this amount.

The requests were considered by the
Accounting Officer and declined. There is
no accrual or commitment for this amount.

Toll Free: 0800 200 200 www.dwa.gov.za
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e A CONCLUSION

~ * The Department still has an available budget of R1.9

~ billion up until the end of the financial year.
-~ ] _* The available budget is sufficient to honour unpaid
~ invoices of R475 million through an internal budget
| reprioritisation process within the Department.
. The Department will also be able to pay its salaries
~and other goods and services invoices as they
become due.

° Additional funds are, however, required to enable the
Department to complete the Bucket Eradication
Program and a request has been submitted for
additional funds

17

WATER IS LIFE - SANITATION IS DIGNITY Toll Free: 0800 200 200  www.dwa.gov.za



 aeobammn o0zonz a0 oot AUNSISINOIVLINYS - SINEIVA

8T

(3LM) LNNODOV ONIAVHL ¥ILVM

NOITTIg 9'Z NVHL JHOW 40 -
LAVHANIAO NO ALILNT ONIAVYL ¥ILVM







| ezaobempwn 00007 0080 0014 floL ozﬁ  LLINSIA S| NOLLYLINYS - 3417 S YI1VM S

2€269.6 €£6£6ESE G0G29G€ PEE L99¢C AUNSYIYL TVNOILYN A€ SLND TVLOL |
dny Buipnjoxe -
GZL6V9- 129 ¥EZ-  ¥OL Glb- 9102 1890300

L€ (uononpads)/esealoul Ainseal| |[BUOEN |

08909c ¥ €€C16EL G86VCE L ¢COv vvS | G10ZC 42qUIBAON ¢ UO paAlddal uoljedole 431N *4

T

vG9 612 G- 292 €66 L- 118868 L~ 160 LZE |- G0z JequIdAON g uoljonpal Ainsesi] [euoleN|
PeEC 08y 6 G86¥8EE 96L€CCE €GG L8 ¢ G10g Aenuer gz Uo paAledal uojeooje 43 LN

£G8 668 £- 020 LLE L~ 066 8¢ L- €¥T OVE |- 610z Atenuer gz uononpes Ainseal] [euoleN|
/81 08 €L GO0 969+ 98E 2LV ¥ 96L LLTV 3N3 peysiignd sed uoyesoj|e [eulbLIQO|
000 000.¥ 000.¥ 000.¥ |
leyoL  6L/8L0Z  8LILLOZ  LLI9LOZ
VHOMIANVYHEA suoljedojje Mnsea.u_ jeuonien

FHNLIANIdX3 W31 WNIA3N

43.LN ¥IAO0 NOILLYOOTTV L39dNd AMNSVIYL TVNOILVYN

]
| d

|
k
 {i
| &
il
| &




. =N n T A I # ™ AT Al RIAT ALl A I TDCT A { o | E[ ® A
; , { ) AN AN | P = R Sy
[\ I? \ y I ! J\ I o | A =X J =1 1‘ | l 4’ :‘!/.. A\ ® HJ dhY%

COMBMERNTSC AR TLIE V4
| &5 ,}]L.’_[‘[\‘{J "'..‘ I LIN || ‘  DUDUWCEl ALL OO0 l./‘--_.. IS N =

! !

= }

- °The main reasons that National Treasury indicated to the Entity for the budget
| | cuts were that the Entity was under spending on capital projects and can use its
- | accumulated surpluses to fund its capital needs.

* It was also expected that the Entity should collect debts owed to it and use
| revenue generated through increase in tariffs as a source of funding.

* The assumptions used as a basis of budget reduction did not take into account

the following factors:

o The assertion of accumulated surplus indicated by National Treasury
’ consists of non-cash items and therefore did not take into account that
| accumulated surplus does not translate into cash as it can be seen from
; “ | the difference between the surplus of R3.5 billion and the cash and cash
f Eatl equivalents of R42 million in the audited financial statements for the year
g Mgk ended 31 March 2016.

21
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In compiling the budget mentioned above the WTE made the'
- | following assumptions:

Out of total amount of R9.8 billion of revenue billed, R7.8 billion will be
collected from the water users.

Augmentation of R1.5 billion will be received from National Treasury.

The amount of R2.9 billion of long outstanding debt (over 150 days)
was to be received from the Water Boards and Municipalities and the
~ R200 million owed by companies will be collected through the debt
collector.

The Main Account receivables relating to water services projects were to
be paid in the current financial year.

The WTE assumed 100% collection with regards to the Capital Unit
Charge — as such taking the bad debt risk of the Trans Caledon Tunnel
Authority (TCTA).

The assumptions that were made took into consideration the budget
pressures and the fact that National Treasury budget cut was drastic.

~ WATER IS LIFE - SANITATION IS DIGNITY

23
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o Bllateral between the Department and
Natlonal Treasury

Before December 2016, the Minister (DWS) requested a
meetlng with the National Treasury to raise the following issues:

"+ The drastic cuts in the budget allocation of DWS (R9 Billion);

~ ° The non-payments by Municipalites and Water Boards for

 services rendered by DWS (+/-R3.1 Billion);

.+ The shortfall in the Bucket eradication Programme;

Yo ° Non-Funding by National Treasury on key projects such as
- Umzimvubu.

Resolution of the meeting:

* Bilateral of the two Departments which will result in the final
meeting with the two Ministers:

» Outcomes of the discussions is still pending.

WATER IS LIFE - SANITATION IS DIGNITY Toll Free: 0800 200 200 www.dwa.gov.za
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| Bulk Payers

3 355 3 355 0

f Company (C) 1387 164 1311 448 (75 716)

| Dist Municipalities 1 060 301 1 042 649 (17 652) [
f Individual (1) 412 512 413 952 1 440 o

ll Irrigation Boards (IB) 263 684 273 323 9639 @)
Local Municipalities (LM) 2299 704 2 257 162 (42 541)

~ | Metro Municipalities (MM) 24 565 31 031 6 466 )

~ | National Government (N) 119 813 119 957 144 o
[ Provincial Government (P) 13 290 15 184 1894 0
j Water Boards (WB) 2701 716 2 676 148 (25 568) 0
| Water Senice Provider 183 171 181 478 (1.693) 0
Water User Association (A) 732 392 727 449 (4 943) ®

i B R B m s 5 o
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121-150

Name Current .| 31-60Days .| 61-90 Days _| 91-120 Dayg Days 150+ Days o Total 1 Status
Awaiting
VHEMBE DISTRICT MUNICIPALITY 11646853 | 184316464 2800986| 2785734| 2776494 303 585 103 507 911 635 [summonses
Awaiting
LEKWA LOCAL COUNCIL 21398925| -282793761| 306124527| 19305848 12018 457 431941158 507 995 153 |summonses
MALUTI-A-PHOFUNG LOCAL 4211675 13 644 724 2432304 1705908| 1686862 253573 346 277 254 820 | Summonses
Awaiting
MOPANI DISTRICT MUNICIPALITY 6611378 12 372 766 3261258| 2982907| 3390256 178 719 459 207 338 024 [summonses
Awaiting
MSUKALIGWA MUNICIPALITY 4908 197 9974099 1882783 4114977 2062879 155 696 915 178 639 851 |summonses
LEKWA - TEEMANE LOCAL
MUNICIPALITY 4515448 6612732 2199134| 2199134| 1867763 145 262 082 162 656 293 | Summonses
OLIVER TAMBO DISTRICT
MUNICIPALITY -16 151 241 11439 348 25856633| 3343046 4207266 101 115 608 129 810 660 | Court Judgement
Awaiting
MAFUBE LOCAL 4383 601 7403 775 2191053 2188908 1956260 107 921 390 126 044 988 |summonses
POTCHEFSTROOM LOCAL
MUNICIPALITY 2956 036 3972 555 1491332| 1466958| 1874736 48 302 893 60 064 510 | Summonses
Awaiting
DIKGATLONG MUNICIPALITY 968 609 2106 416 576 368 560 742 20 821 41437 302 45 670 258 |summonses
DC28 - UTHUNGULU DISTRICT Awaiting
MUNICIPANTY 2464 659 11164 719 472256 | 1598049 23 157 10505 074 26 227 914 |summonses
OTHER 84 620 279 69 561 204 16 058 769 | 23262 750 | 23 256 854 938195425] 1154955281
Total 132534 419 49775042 | 365347403 65514963 | 55141804 2716255 755| 3384569386
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Municipalities that have handed over to legal for summoning

*  WTE has handed over 186 municipalities (accounts) out of 260 municipalities
(accounts) owing the WTE. There are seven (35) municipalities where the
summonses were issued and the WTE awaits the judgements to be issued.
This are some municipalities were summonses were issued:

— OR Tambo District Municipality ( court judgment)

— Mafube Local Municipality
— Emfuleni District Municipality ( court judgment)

— Phumelela Local Municipality

— Makana Local Municipality

“ _ — Mopane District Municipality

— Vhembe District Municipality

Although few municipalities were summoned the other municipalities will follow,
awaiting the legal process to unfold. |
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Addressmg non-collectlon...(cont)

o 47 brllmg agent agreement were signed by DWS and WUAs/IRBs.

>
>

>

We have 279 WUAs/IRBs combined. Only 93 belongs to SAAFUWA.
The DWS is able to coordinate those that belongs to SAAFUWA. The 186 WUAS/IRBs are

not coordinated and its difficult to get them to sign the agreement.
DWS should is encouraging the 186 to join SAAFUWA so that the coordination can be
simplified.

The non-payers will also be handed-over to legal

* Most of Water Boards are paying with the exception of Sedibeng Water

—

Final demand letter will be sent to Sedibeng Water. They owe the DWS around R1.7

billion.
Water restriction will be considered if they continue not to pay the accounts.

Rand Water is not paying for old debt relating to Bushbuckridge. They have committed to

pay the current debt.
37
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Strategies_unde_rt_akgn_lto be taker_-l to 9ollegt out_s_tand_i_ng_g_gbt.

Withholding of the equitable share or ensuring Municipalities pay on equitable shére. :

— We are currently working with National Treasury (NT) to withhold equitable share for

municipalities that are not paying as prescribed by financial management prescripts.
Alternatively, the NT to transfer the equitable share ring-fenced raw water use charges |
to WTE for non-paying municipalities. We expect this process to address the current
overdraft.

Restricting water supply

— National Water Act allows the DWS to restrict or suspend the flow of water to defaulting |

water users. In order to collect the outstanding debts, WTE aims to allow municipalities |
an opportunity to make representations within a reasonable period on any proposed
restriction or suspension before the restriction or suspension imposed. The restrictions
will be implemented based on the payment patterns of the municipalities. This strategy
will have a direct negative impact on the communities which may result to un-rest as
the municipalities will not have enough water to deliver to the communities.

Restriction or suspension of water supply will affect will also affect economic activities |
that are happening at local level. |

WATER IS LIFE - SANITATION IS DIGNITY
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4 sneaing JIpaJo ay) yum siesn sajem Buiked-uou bunsi —

Bunsry -

Bulpuey Jayuny lo} [ebo| 0} sieAed-uou 1SN0 pueH -

uonoe [eba




ALLEGATIONS OF THE ROLLOUT OF SAP
SYSTEM
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~ SAP ROLL-OUT (Cont...) Soead ; u’__wa

| The Department explored the possibility of creatmg seamless
~ reporting mechanism inclusive of all Water Entities under the
& department. The approved rationale included cost benefit analysis

~ on the sector value chain. The requirements for the subsidiaries of
gf‘i ' the DWS to use SAP are underpinned by the following:

A

,-wf:

~© The SAP contract will allow for the DWS to continue in
? successfully executing its operations across various functions and
N further expand aggressive growth across DWS; Water Boards and
" subsidiaries.

- ° Through the consumption and deployment of the solutions
i included in the new SAP contract, DWS will be able to execute on
its newly defined strategies up to and including 2021.

Toll Free: 0800 200 200 www.dwa.gov.za
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water & sanitation
Department:

Water and Sanitation

REPUBLIC OF SOUTH AFRICA







