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General
Once again Overberg Water welcomes the opportunity to address the Portfolio Committee and to confirm its commitment to compliance with national legislation as enshrined in the National Water Services Act 1997 and our Constitution. We also acknowledge the Portfolio Committee’s pivotal role, in “scrutinizing and overseeing executive action”.
We are mindful of the Committee’s workload and tight schedules but would nevertheless point out that this presentation is merely a condensed version of our very comprehensive Annual Report, our 5 year business plan and our overall policy document.


As you are aware, our mandate is to provide good quality water services at affordable prices, yet remain economically viable. We are proud to say that we have achieved the basic principles of our mandate and this is reinforced by a recent letter from the Minister congratulating Overberg Water regarding our proposed tariff adjustments and on following procedures as set out in the PFMA and in due consultation with role players who have to comply with the MFMA.

We thank the Minister for her kind words and would like to assure her and the DWAF of our continued diligent implementation of the necessary regulations at both National and Local levels.


Finance

Economic viability is the primary issue of any organization and requires efficient and effective provision and management of funds for the short and long term.  The results, as reflected in our Annual Report, prove that Overberg Water is an economically viable organization.

In the 2006/2007 financial year a net income of R4,4 million was accomplished.  This figure includes R1,2 million from interest and dividends on investments. Provision for future infrastructure refurbishment of R2,9 million is also included in this figure. Overberg Water can proudly report full compliance with the Minister’s directive in accordance with the PFMA that we withdraw all investment in equities and offshore from our. We are please to report that this was achieved in December 2007 with no financial loss to Overberg Water. On the contrary, Overberg Water achieved significant success to the extent of 20% plus.


Short term assets increased by 23% while short term liabilities decreased by 26%.  With a current ratio of 4%, Overberg Water is able to cover its short term liabilities with ease.

Equity increased by 17% and long term liabilities decreased by 4%.  The majority of assets are financed through equity.  Decreasing liabilities, managing receivables, optimizing cash without harming our credibility and future planning, indicates that Overberg Water is more than able to service its long and short term debt.  Total cash reserves (cash and investments) amounts to R25 million of which R20 million is largely dedicated to infrastructure refurbishment.


Regarding our infrastructure roll out plans, there are two sides to this story.  Firstly, we cannot plan for any expansion as there are no agreements with the Municipalities and may result in water restrictions.  In the instance of Hessequa, water restrictions will regrettably have to be implemented from 1 July 2008.  Municipalities have been warned time and again that the failure to comply, impacts negatively on Overberg Water’s capacity to provide sufficient water in the long term but this has been to no avail.
The second aspect is that of maintenance and refurbishment.  As the infrastructure of Overberg Water is in the region of 25 years old, it was necessary for Overberg Water to commence with an elaborate 5 year maintenance and refurbishment programme to the value of R 55 million.  This work will be financed from our reserves for which was, and in future will be, provided for in our tariffs.  A schedule of the envisaged projects is attached as an Annexure.  The primary idea with this program is to have by on completion, an upgraded, sound and efficient scheme that will operate for at least another ±25 years with minimum risk. We are also developing a set of comprehensive maintenance and operating manuals which will help with the training of staff, especially now in times of the skills shortage.  These can also be used for management and technical audit purposes to address the challenges in the sector now and in the future.



We believe that by following this approach by all service providers and authorities, a tremendous amount of work can be done to alleviate problems.  We offer our assistance in this regard, based on our own results and experience. However, I must also point out that now that our reserves will grow at a slower pace, together with the rise in inflation, our refurbishment programme will necessarily slow down which will increase our risk and add more pressure.
Overberg Water is justly proud of the fact that it has no serious backlog of outstanding payments with none from any of the Municipalities and only a few smaller one’s from other clients. This is primarily due to good and sound management. However, it must be mentioned that we receive excellent co-operation from the Municipalities in this regard.

Overall, however, all financial indicators show that Overberg Water is efficient, profitable and solvent.



Quality of Water Monitoring

The specifications in SANS 241-2005 for drinking water are used to do quality control.  We follow a holistic approach in managing this water quality from the source to the consumer.  Currently Overberg Water has three water purification plants, situated in the Overberg area.  Our main sources are the Theewaterskloof Dam, which discharges water into the Sonderend River which serves the Rûensveld-West and Rûensveld-East water purification plants. The Duivenhoks Dam discharges water into the Duivenhoksriver and serves the Duivenhoks water purification plant.

We abstract water from these rivers and make use of conventional processes in treating the water. We make use of chemicals such as aluminium sulphate, lime and carbon dioxide to stabilize the water.  We use chlorine to disinfect the water. Waterworks Controllers are responsible for monitoring water quality by doing all tests such as the pH, colour, turbidity, iron, alum, alkalinity, calcium etc.  Quality inspections by Senior Water Controllors take place on a daily basis.
Most tests are done in house and every second month we send it to the SABS in Cape Town for verification.  On top of it all, thorough technical audits are done periodically to make sure that every aspect of the process complies with specification and expectation. Our rigorous testing and management approach ensures that the quality of our water remains at the highest level.


Human Resources
Equity:
Overberg has not seen any significant change in its employment equity situation although this still remains high on the priority list for Overberg. The employment equity ratio in Overberg Water as a whole is 100% correct.  That is 13% white and 87% black. However, there is still some disparity at the different occupational levels and on the gender issue.  We are addressing this situation in our EE Plan. However, we have to come to terms with the fact that this is not likely to change in the immediate future as the water sector at this time, apparently, does not present sufficient attraction. The skills shortage will unfortunately take a significant time to resolve as the required capacity build up is of a complex nature. Overberg proposes that DWAF embarks on a serious initiative with the Department of Education in order to stimulate interest and to create an awareness of career opportunities within the sector.
We are still having difficulty in finding suitably qualified personnel at salary scales that we as a small water board can afford to pay. The packages we are able to offer are just not good enough as along term sustainable career opportunity. Supply and demand with regard to skilled applicants makes this a very competitive sector. In this regard Overberg has close working relationships with the SETAS and other Tertiary Institutions.
Overberg is of the view that DWAF in collaboration with other institutions should be developing a fast tracking system of accreditation for existing operatives to be trained in understanding the principles behind their operating procedures with certification from a suitably qualified national or international benchmarking institution.

Part of the solution also is that the time is now for the creating of new bigger water utilities that can share skills and resources.  We are fast running out of time and can no longer afford the proliferation of service providers, each working in its own silo.


Succession / Risk Management
Overberg’s strategy for succession has not changed since the last presentation and is still very closely aligned with its strategy to address equity imbalance as set out in the Employment Equity Act.  However, this also forms part and parcel of its overall risk management and we can now report that we have in place a comprehensive Risk Management Policy functioning under the supervision of the Audit Committee. All such functioning is of cause within the parameters of legislative regulations.

Overberg has once again managed to keep its tariff increases well within acceptable limits, particularly its bulk water tariffs which again, it is hoped, will be passed on to consumers by the various Municipalities in our jurisdiction. We are confident that we can maintain this level of tariff increase without impacting negatively on our sustainability. Obviously, current developments with inflation could have negative effects. Overberg regrettably has to once again report that Service Agreements with the Municipalities in spite of soliciting the help of DWAF, could not be concluded.


Overberg Water again convened a meeting on 15th Feb. 2008 with all four the Municipalities in our region of service as well as DWAF at which it was hoped to resolve all the issues such as:
1. It is not economically viable for Overberg to invest in expanding its capacity without securing the means to recoup its investment at an acceptable rate and therefore service contracts must be in the region of 20 years.
2. The reluctance of Municipalities to enter into long term service agreements.
3. Their insistence on conducting S.78 procedures is, according to them, based on a legal opinion provided by SALGA, as opposed to Overberg’s view that Section 78 is only applicable in the case of new service contracts. To a large extent this is also the view of many staff members in DWAF.
All of the above issues were discussed and after a caucus by the Municipal representatives it was agreed that Mr Johan Jacobs, Municipal Manager of Hessequa would collect all the necessary info from all other Municipalities involved and come back to us to present a common viewpoint. Thus far we have received no further communication.  As far as Overberg Water is concerned, this is indicative of the inflexible attitude of the Municipalities and why we have consistently requested the help of this Portfolio Committee in addressing this issue.
At the last Board meeting on 2nd April the Board resolved that the Chief Executive Officer should send a further reminder to the Municipalities before soliciting the help of DWAF or even Provincial Government.

It must be appreciated that we need to update our Business Plan in order to meet the submission due date of 31st May 2008 in which our projections for the next 5 years need to be reflected and implemented over that period in order to cope with the demands which if not addressed is likely to result in “eskomising” the water services industry.
Overberg Water has to conclude long term contracts which will enable it to plan the way ahead more efficiently and effectively and plan its maintenance, infrastructure refurbishment and expansion programmes more cost effectively. To go ahead with long term expansion and expenditure without such contractual commitment would in our view be irresponsible and verging on mismanagement. It is imperative that these contracts be concluded in order to address the demand that is projected for the next 5 to 10 years as restrictions will be inevitable otherwise. Hessequa has already been notified that from 1 July 2008, restrictions in delivery will apply.


Tariffs

Overberg has once again turned in a financial performance that has followed the trend of the past two years and is still experiencing excellent sustainable growth. In addition to good management we apply a unique sliding scale model which enables us to regulate  water allocations while at the same time rewarding more efficient use of the water resource. Coupled here to are consultations with stakeholders as prescribed by DWAF and to which we fully subscribe.
Overberg Water would like to suggest that the Minister and DWAF give serious and urgent consideration to the formation of larger utilities in the industry with the capacity and expertise to cover more comprehensive areas but with smaller operating teams. 
This will enhance more cost effective and efficient operations in view of the lack of skilled personnel but with a nucleus of well trained and qualified top management, which could be part of the solution to the lack of skills in the sector.


Alternative Income Source
Although our core business is as Service Provider of potable water, the Work for Water project is one of the alternative income streams that Overberg has operated successfully and although it was initiated by DWAF it is one of the projects that Overberg has taken to heart and rolled out with maximum benefit to several communities within its areas.

This initiative must not be allowed to loose momentum and DWAF needs to make more funding available to escalate this project on a national basis.
There are several other income streams and cost savings we are currently investigating, such as:
1. Better management of our resources and our fixed assets which we have no doubt will generate additional revenue by way of more effective budgeting and increased efficiency.
2. Rationalizing operations by consolidating administration in one central location viz. Caledon.
3. Freeing up Capital by liquidating property in Heidelberg and consequently doing away with unnecessary duplication. All of which will allow us to comply with all necessary legislation and deal with routine maintenance and upgrade infrastructure as and when required.
We will of course ensure that all such additional non-core activities comply with the Water Services Act, the PFMA and other relevant legislation, but above all we will take all necessary precautions that nothing will impact negatively on delivery of our core functions.


Occupational Health and Safety
Operating manuals have now been completed and the systems in place at the various sites completes our compliance with OHS regulations for the workplace and although dedicated staff have been nominated for each work station area, it does make the issue of succession a lot easier in the event of personnel not being available.
The DWAF/SAAWU initiative on HIV/AIDS reported in last years presentation is still ongoing and the aim is still to put in place the Social Development programme featuring the following:-
a. Leadership

b. Counseling
c. Budget allocation

d. Monthly monitoring

e. Feedback reports


Conclusion
The four basic and most important indicators for success in our instance are :
(a) Economic viability – if we are not economically viable, we will cease to exist and all other indicators become meaningless.

(b) Good quality and sufficient drinking water – If our quality does not meet prescribed standards, people can become ill and even die.

(c) Sound and efficient infrastructure – Without this it will be very difficult to provide quality water and to be economically viable.

(d) An acceptable employment equity status – This is an extremely important factor for the future well being of our country in all respects of our existence.

In our opinion, as I have tried to explain, we have done well in all four of these areas.  We would like to repeat that we are proud of the success of our operational systems and would be happy to assist in replicating these systems to other areas.
Overberg Water has succeeded in fulfilling its mandate of providing a good product at affordable prices by being efficient and cost effective while remaining stable and viable and growing annually. This trend has been sustained for the past five years and there is no reason to expect that this will change over the next five years.
Overberg’s expansion of its capacity to meet the future demands will be very much dependent upon some of the challenges recited in this document but which Overberg feels confident it will be able to meet these challenges and promote National policy and comply with all legislation.
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