1. Report of the Portfolio Committee on Water and Environmental Affairs: Orientation Workshop for Members on the Water and Environmental Sectors, 13 and 14 July 2009

The beginning of knowledge is the discovery of something we do not understand.  Frank Herbert

1. Introduction

The Portfolio Committee on Water and Environmental Affairs in attempting to strengthen its collaboration with the Department of Water and Environmental Affairs, its entities and other key role-players, held a two-day orientation workshop on 13 and 14 July 2009.  The re-alignment of departments also impacts on the knowledge base of the Members of Parliament to this new Committee.  The Committee, in attempting to enhance Members’ insights into the water and environmental sectors, held briefing sessions, introductory in nature, which provided the appropriate introduction to key concepts and terminology in the water and environmental sectors.  The collective of stakeholders, comprising the following contributed to the workshop:

· The Water Research Commission (WRC).

· The Council for Scientific and Industrial Research (CSIR).

· The Department of Water and Environmental Affairs.

· National Treasury.

· Office of the Auditor-General.

· South African Local Government Association.

2.  Objectives of the workshop

The objectives of the workshop encompassed the following:

· The above stakeholders to guide the Members of Parliament through the terminology terrain within the water and environmental sectors.

· To regulate and monitor the sectors, the creation of institutions was necessitated.  The two sectors to define the institutions and their entities and further provide the role, mandate, purpose and linkages with other components. In the water and environment sectors, existing institutions that work with local government institutions need to feature in this section.  

· To further regulate the sector, the drafting of policies, legislation, norms and standards and regulations are promulgated.  To this end, the Committee would like a summary of each of the above that impacts on the water and environmental sectors. 

· To effectively implement the work of the two sectors, financial considerations are key elements.  The Department should provide an overview of the way in which financial aspects to fulfil their obligations and mandate are determined.

· National Treasury can provide an overview of the allocation of budgets to Departments, the Division of Revenue Bill (equitable share, transfers, Municipal Infrastructure Grants, etc.).  National Treasury can use the sectors budgets as an example to fully explain the process used by the Department to set out its financial framework for the years.  National Treasury, must provide the relevant compliance legislation, (Public Finance Management Act; Local Government: Municipal Finance Management Act; Treasury Regulations) to hold Government Departments accountable.  The monitoring and evaluation of the Government’s monthly expenditure, via monthly statements submitted by the Department should be expounded upon.  Examples of the water and environmental sectors should be used as references. 

· The Office of the Auditor-General shall provide an input on the manner in which they audit the work of Government Departments.  

3.  Summary of submissions

3.1 Minister of Water and Environmental Affairs, the Honourable Ms B Sonjica

The Minister, in formally opening the workshop, stated that she was looking forward to interacting with the Portfolio Committee on a regular basis, as obligated by the Constitution. The Committee should feel free to interact with her and her Department of Water and Environment Affairs through the Directors-General, in realising the popular mandate of addressing the priorities of government with speed, namely:

· Creation of decent work and sustainable livelihoods.
· Health.
· Education.
· Crime.
· Rural development, including land reform, food production and security.
She mentioned that Parliament was obligated to hold the Executive to account. She stated that she was committed to work with Parliament in order to improve the lives of the people of South Africa. The Department held Strategic Break-away Sessions on the 20-21 June 2009. The session addressed the following:

· The need to cultivate excellent relations with Parliament as embodied in the Constitution.

· Contribution towards building a developmental state that should have the following elements:

· Capacitate the Department’s structures and systems to realise its goals. 

· Identify weaknesses and correct them.

This means that there should be permutations amongst policy and implementation organs at every level of our organisation. The requisite responsibilities should be allocated to every structure within the inter-governmental relations framework.  This also required a stable management system.

She outlined the mandate of the Department for the next 5 years. The department would be focusing on the following:

· Addressing water challenges and ensuring that South Africa has sufficient and a safe supply of water.  The priority was to extend the availability of water to all communities and to ensure that it is clean and safe. 

· The Department to take a stronger regulatory role to ensure water quality and protect the environment.

· Water allocation reform and the allocation of water licenses to historically disadvantaged persons would be reviewed with regards to water rights, and should occur as part of the land reform programme.

· The department will review water rights to ensure equitable access, particularly to small, emerging farmers. 

· Increase the infrastructure construction timelines to allow more labour intensive construction. 

· The Department will also ensure that national resource endowments, for example, land, water, and marine resources are exploited, to effectively maximise the growth, development and employment potential embedded in such national assets, and not purely for profit maximisation.

· The department will also focus on strengthening the role of state-owned enterprises (SOEs) in ensuring that they remain financially viable. The SOEs, agencies and utilities – as well as companies in which the state has significant shareholding should respond to a clearly defined public mandate, and act in terms of our overarching industrial policy and economic transformation objectives.

· There will be creation of jobs for the unemployed through labour intensive production methods and procurement policies. The Department was looking at expanding the public works programmes, for example, the Working for Water/Fire/Wetlands and green jobs.

· The department will expand the social wage and ensuring that there is universal access to water and sanitation.

3.2 Water Research Council (WRC) and the Council for Scientific and Industrial Research (CSIR)

Presenters from the Water Research Commission and the Council for Scientific and Industrial Research provided inputs on water resources management, pollution and waste, response to climate change and the considerations around ecosystem.  

3.2.1 Water Research Commission

The Water Research Commission noted that the provision of sufficient and clean water was of the most basic humanitarian goals set out in the Millennium Development Goals.  The WRC provided an overview of the water cycle, the distribution of water, the implications of the uneven geographical spread, and trends and challenges in the water sector.  Other critical issues highlighted in this presentation encompassed the following:

· The use of water for growth and development, society, the economy, health and the environment, agriculture, mining, industry and domestic use.

· Water linked ecosystems.

· Strategic decisions needed to be made around water management in South Africa as the country had limited water increases, but increased demands from all sectors, and was making inefficient use of the current available water.  The three major factors that needed consideration were economic efficiency; environmental sustainability, and social equity.  Water management at an internal level encompassed many departments, and therefore there was also the need for consultation with the neighbouring countries where water was shared.

· In terms of health and environmental issues, the presentations focused  on the ‘Brown Agenda’ and stressed the importance to strike a balance between the development of a country, and the way a country deals with waste, including changing the nature of waste, producing less waste, developing policies to prevent recyclables reaching waste dumps, and recognizing and mainstreaming recycling.

· Climate change issues required a multi-sectoral, inter-departmental and holistic approach that could address multiple issues at once.  Although long-term emission-reduction goals had been set, there were few medium-term goals and objectives.  The different stress factors leading to water scarcity were described as rainfall, over-exploitation, water quality, increased demand and infrastructure as well as the fact that South Africa ran a high risk due to its dependency on natural resources.  There needed to be a change in the mindset on water use, both at government and citizen levels.  

· The different services that fresh water ecosystems could provide was further described, which noted that the loss of biodiversity was linked to a reduction in ecosystem services, which threatened human health.  This decline was a barrier to achieving the Millennium Development Goals, and it often logical to retain existing ecosystems rather than to change an area’s use.  

· The impact of climate change, direct human modification, the cumulative effects of practices, climate, inefficient or destructive resource use, fragmented jurisdictional boundaries, and coastal planning on marine ecosystems, was elaborated upon.  

· The presented argued that there was a need to shift to management of entire ecosystems, rather than concentrating on one area only.

3.2.2 The Council for Scientific and Industrial Research Council (CSIR)

The mandate of the CSIR is to undertake multi-disciplinary research, technological innovation, as well as industrial and scientific development to improve the quality of the lives of South Africans.  Some of its research overlapped with that undertaken by tertiary institutions and industry. The CSIR had been constituted as a Council by legislation in 1945.  The organisation receives approximately 30 to 40% of its funding from the Department of Science and Technology.   The presentation provided an overview of the CSIR’s research and development structure, its work in regard to coasts and oceans, ecosystems, forestry, pollution and waste, resource-based sustainable development, water resources, emerging strategic initiatives, research towards sustainable development, natural resource base outcomes, global change outcomes and people and environmental outcomes.

In detailing the specifics of some of their work, the CSIR provided the following:

· With regard to pollution and waste, the so-called ‘Brown Agenda’, which focused on health-threatening environmental issues, including lack of safe water, inadequate sanitation, poor waste management, and the resultant environmental pollution, were detailed.  The main issue that required consideration was the manner in which one could break the link between the development of a country, and the way it would deal with waste.  In order to balance development versus waste, South Africa needed strategies to produce less waste, and to change the nature of waste that was generated by reducing, reusing and recycling.  Many people lived in dumpsites, and obtained a livelihood from recyclables dumped.  There was a need to develop a policy both to stop those recyclables from reaching the dumpsite in the first instance, and a need to bring those who obtained a living from recycling, into the mainstream.  Therefore, the three key focus areas were waste treatment and utilization, waste and society and environmental health.

· The general presentation on climate change focused on the issue of climate change in Southern Africa.  Warming was likely across the whole African continent during this century, with the likelihood of increased average, minimum and maximum temperatures, and less rainfall.  To date, the approach has been for each sector to draft its own response strategy, but there was an urgent need for a multi-sectoral, inter-departmental and holistic approach that could address multiple issues at once.  Although long-term emission-reduction goals had been set, there were few medium-term goals and objectives, by which government could be held accountable.

· The climate change and water sector component of the presentation addressed the various stressors that led to water scarcity in South Africa.  The first aspect was minimal rainfall, but other factors incorporated over-exploitation; impacts on the quality of available water; increased demand; and infrastructure.  South Africa is a climate risk environment, due to its dependence on natural resources.  There were many groups in the country that had minimal ability to cope with climate change, due to a lack of adaptation options.  The presenter stressed that merely building more or bigger catchment areas or reservoirs would not solve the problem, as there needed to be a change in the mindset on water use, both at government and at citizen levels.

· The biodiversity and ecosystem services component of the presentation provided an overview of the different services that ecosystems provided, such as fresh water, and further pointed out the way in which the loss of biodiversity was linked to a reduction in ecosystem services and a consequent threat to human well-being.  There is currently a decline in the status of ecosystem services, and this degradation was a barrier to achieving the Millennium Development Goals.  The presentation noted that it made more economic sense to maintain an existing ecosystem, rather than trying to convert it into another type of ecosystem, for instance, to maintain a natural area rather than try to convert it to a human settlement.

· With regard to marine ecosystems, an oceonagrapher from CSIR, discussed the main issues that impacted on global change, that of climate change and direct human modification.  However, these were also impacted upon by other factors, including the cumulative consequences of past practices, highly variable climate, inefficient or destructive resource use, and fragmented jurisdictional boundaries.  The planning and usage of coastal areas also played a role.  In the future, it would be necessary to shift from managing a single marine stock, such as simply perlemoen or simply sardines, to managing entire ecosystems or regions, which would include all the stock that live in that area, such as fish, birds and other marine animals.

3.3 Department of Water and Environmental Affairs

The Department of Water and Environmental Affairs provided an overview of the state of the environment and water in the country.  Financial considerations regarding water affairs, regulations relating to water and environment and international relations relating to environmental affairs, formed part of the presentation.  

3.3.1 Water Affairs

· Overview
The strategic goals of the water sector were linked to Government’s Medium Term Strategic Framework (MTSF).  The strategic goals included:  ensuring sustainable and equitable water resource management; universal access to safe and affordable basic water, building, operating and maintaining infrastructure, and ensuring that institutions are aligned and effective.  The sector aimed to pursue African advancement and enhanced international cooperation and development, create a value-driven, effective and responsive Department, and achieve transformation.

The following challenges confronted the water sector:

· Aging water infrastructure resulted in systematic failures of water supply and the Department struggled with the development of water resources infrastructure to ensure universal access.  In 2025, according to the presenter, there would be a shortage of water in certain provinces; and supply would be unable to meet the demand for water.  Illegal water use was a significant problem.  Many municipalities were unable to manage waste water treatments plants and there were unacceptably high levels of pollution in rivers.

· Challenges relating to water conservation and water demand management.  The demand scenario showed that there would be a shortage in 2013, and water conservation and water demand management was the only measure available for mitigation until 2019.  Water conservation and water demand management would be implemented over various metros and towns.  

· There was a need for institutional reform and the capacity and skills challenges faced by the sector, especially at municipal level, needed to be addressed.

· Financial implications

The Department was funded through the National Revenue Fund (NRF), revenue generated from the water use charges in terms of pricing strategy, and donor funding.  The MTEF allocation was divided between administration, water resource management, water services and forestry.  Donor funding was received for water and sanitation services, water and sanitation programmes, upgrading or hydrometric equipment, community water supply and sanitation, and twinning arrangements with Dutch water boards.  By the year 2011/2012, donor funding would only be received for water and sanitation programmes.

The NRF was earmarked for rent, the Working for Water programme, Working on Fire programme, refurbishments of the water scheme, De Hoop Dam, additional capacity, sanitation at schools and clinics, regional bulk infrastructure and operating subsidies.

Changes were made to the 2009 MTEF baseline because the Departmental expenditure was expected to increase from R7 billion in 2008/09 to R9.5 billion in 2011/12.  Changes in the budget would be managed through virements, rollovers and additional funding through the adjusted budget.  Funds appropriated but not spent in a particular financial year could be rolled over to a subsequent year, subject to the approval of the relevant Treasury.  Requests for rollovers had to be submitted to National Treasury on or before the last working day of April.  The Department could request additional funds through the adjustments budget process.  The Department had to submit a memorandum to National Treasury, the Cabinet and any treasury committee of the Cabinet.

In relation to the audit reports of the Department, the following was highlighted:

· The 2003 report received an adverse opinion.

· The 2004 report contained items that led to an emphasis of matter.

· The 2005 report was a disclaimer, as material items did not meet the required reporting standards.

· The 2006 and 2007 audit reports were qualified.

· The audit report for the 2007/08 showed unsubstantiated additions to the asset register, unconfirmed accounts receivables, non-compliance with policies and procedures and a lack of staff skills and capacity.

However, certain financial improvement initiatives included: - shifting from cash-based accounting to accrual accounting; the Siyanqoba Project; the Sakhile Project; the Hlayisa Project and the Water Trading Entity efficiency drive.

3.3.2 Environmental Affairs

· Overview of the sector

The foundational mandate of environmental affairs focused on sustainable development and its constitutional mandate looked at the social, environmental and economic elements.  The mandate further focused on environmental quality and protection, biodiversity and conservation, and marine and coastal management.

In terms of environmental quality and protection, the Department would prevent and manage negative development impacts on the environment through development and implementation of policy for environmental impact management, the processing of Environmental Impact Assessments (EIAs), and building environmental impact management capacity.  

Pollution and waste management would be controlled through implementation of policy, legislation, norms and standards.  The Department would promote reduction, re-use and recycling of waste, process applications for the development of waste management infrastructure, and develop capacity for waste management. 

In terms of improving the state of ambient air quality, the Department will develop and implement policy and standards for air quality, air quality management capacity development, monitoring air quality and infrastructure development support and by protecting the ozone layer.  Environmental quality and protection also focused on climate change mitigation and adaptation policy development support and research coordination.  

In terms of meteorological and related services, the South African Weather Services (SAWS) saw to the timely dissemination of weather forecast information and ensured weather forecasting infrastructure availability and maintenance.

In relation to biodiversity and conservation, the aim was to promote conservation and utilization of natural resources through the conservation of land and seascapes, the management of national protected areas, biodiversity management and building a scientific base for effective management of natural resources.  The Department focused on marine and coastal management.  This would be undertaken through the Marine Living Resources Fund (MLRF); which would promote the conservation and sustainable utilization of marine and coastal resources.

· Budgeting implications
Overall, there was an increase in expenditure trends for the Department, specifically an average increase of 21.8% from the year 2005/06 to 2008/09.  Other expenditure trends were due to infrastructure development, poverty relief projects, the increase in environment, conservation and marine mandates, transfers and subsidies to departmental agencies and increases to baseline accounts.  There was an increase in expenditure trends for the air quality and protection programme, as it was expanded from a regulatory phase to an implementation phase.  The marine and coastal management programme, biodiversity and conservation programme and the sector services and international relations programme also experienced increases in expenditure trends.

The Department noted that the MLRF received qualified audit opinions in 2005/06 and 2006/07.  However, the audit reports for 2007/08 and 2008/09 were unqualified.  

In terms of budgeting for the environment sector, the challenges noted were the global recession and weaker economic conditions, which posed a strategic risk to the work of this sector.  The Department envisaged further financial constraints, the reduction of funds allocated within the Medium-Term Expenditure Framework allocations by the National Treasury, possible decreases in donor funds and overall insufficient funding of the establishment.  Another strategic risk was the recent restructuring and split within the Department.  The Department foresaw a possible inequitable allocation of resources and problems with maintaining the Department’s corporate and cooperative governance reputation.  Further challenges noted by the presenters included strategic expenditure implications, lack of funding for new programmes and external coordination of projects and possible effects on the audit opinion integrity. 

To address the above challenges, the Department was looking at risk mitigation, which means that the Department has to continue to anticipate possible short funding in outer years, must apply efficiency models across all expenditure items, re-cost the baseline, find alternative funding initiatives, increase revenue, plan for infrastructure and capital projects and maintain clean audits.

3.3.3 Regulation of the Water and Environment Sector

The Department was responsible for regulating water use, water services, waste and pollution management, conservation, and sustainable exploitation of species and ecosystems, emissions to air and environmental impacts.

Both water and the environment were regulated on a strategic level and an ‘activity’ level.  The strategic level required plans and strategies in legislation, development, implementation and reporting strategies, and documenting details of plans, norms and standards required through regulation.  Being regulated on an ‘activity’ level meant being regulated on a sector level.

Regulatory functions in both departments were fragmented, which impacted negatively on efficiency and effectiveness.  There was insufficient capacity regarding regulatory functions.  A legislative review showed that in terms of Environmental Affairs, there were many regulations in place, and more being developed.  With regard to Water affairs, minimum requirements and other norms and standards were being reviewed.  Other constraints included the concurrency of functions, inadequate financial resources, and the need of priority sectors for streamlined regulatory processes and interdependence of regulatory processes.

Both departments dealt with natural resource management in both urban and rural contexts.  There were major opportunities to build integrated enforcement capacity.  There were opportunities to deal with inconsistencies in the approach between the two departments and to achieve policy consistency at a range of levels.

3.3.4 International Relations in Environmental Affairs

The priorities relating to international relations included the continued prioritization of the African continent, strengthening South-South relations, pursuing a developmental and investment-orientated approach to engagement with the industrialized world, working towards reforming global institutions of governance, strengthening economic diplomacy and mobilization of financial and technical resources.

In terms of multilateral and regional environmental agreements, the key areas of focus were biodiversity and marine matters, sustainable development and climate change.  Other areas were multilateral relations, South-South relations, South-North relations, bilateral relations, and African relations.

In multilateral environmental agreements, marine matters consisted of environmental, conservation and resource management, resource use and marine governance.  Biodiversity focused on biodiversity use and conservation species, ecosystems and heritage.  Sustainable development and multilateral environmental agreements focused on sustainable development, trade and environment and chemicals and waste.  Climate change would focus on formal negotiations on a new international regime beyond 2012, a technical and scientific forum, parallel processes and South Africa hosting the Conference of the Parties in 2011. 

3.4 South African Local Government Association

The South African Local Government Association (SALGA) provided an overview of local government’s role in environmental and water affairs.  The role of municipalities in water services was outlined, and some municipalities who were responsible for the water services functions and governance functions were water services authorities.  The distinction between water service providers and authorities was defined.  SALGA discussed the water sector value chain and provided an overview of water supply.  Local government and the water and environmental sector were also highlighted.  Municipal functions could contribute to climate change response.  Given the nature of their function, municipalities appeared to be strategically positioned to take primary responsibility for the country’s adaptation response.

3.5 National Treasury

National Treasury provided a briefing on the budget process and financial oversight.  The presenter stated that water and environmental planning began with science, and this meant an understanding of long-term linkages between human activity and resource sustainability.  The Treasury pointed out that the total budget requirements of municipalities that were lined to their service deliver and developmental responsibilities.  This was funded through a combination of user charges, surcharges, property tax and transfers.  The ability of a municipality to raise revenue from its own sources was influenced by income levels, affordability criteria and consumption patterns.  Water and environmental functions were key elements in national funding of municipalities.  The functions made up the basic services element in the equitable share formula.  The basic services component was the largest component in the formula and enabled municipalities to provide basic services and free basic services to households.  This complemented the Municipal Infrastructure Grant.

To further explain the above, the following details were provided to the Committee:

· The strategic plans and MTEF budgets consisted of the 3-year MTEF budget, the 5-year MTSF Strategic Plan and an approximate 20-year Infrastructure Investment Programme.  

· The legislation that was used for oversight included the Public Finance Management Act, the Municipal Finance Management Act, the Appropriation Act and the Division of Revenue Act (DoRA).

· Primary fiscal glows to the water sector showed that there were water related transfers through the Department to national entities and local government.  The National Treasury’s role in transfers stemmed from the Appropriation Act, which set out what funding, would be used by whom, and the purpose it would be used for, and the DoRA, which specified transfers to provinces and municipalities.  Primary flows to environmental affairs showed transfers to national entities and to local government.

· Sources of water funding came from recurrent spending such as from user charges and provincial and municipal funding, capital project funding and donor funding.  Sources of funding of environmental investment and services came from taxes, parliamentary appropriations, user charges and fees, Expanded Public Works Programme (EPWP) funding, and international funding.

· The total budget requirements of municipalities were linked to their service delivery and developmental responsibilities.  This was funded through a combination of user charges, surcharges, property tax and transfers.  The ability of a municipality to raise revenue from its own sources was influenced by income levels, affordability criteria and consumption patterns.  Bigger municipalities received much of their funding from user charges, while smaller municipalities received most of their funding from grants.

· Water and environmental functions were key elements in national funding of municipalities.  The functions made up the basic services element in the equitable share formula.  The basic services component was the largest component in the formula, and enabled municipalities to provide basic services and free basic services to households.  It complemented the Municipal Infrastructure Grant (MIG).

3.6 Office of the Auditor-General

The Public Audit Act, Act No 25 of 2004 provided the functions and role of the Office of the Auditor-General.  The Act required the Office to express opinions on whether the annual financial statements of the auditee were fairly presented, whether there was compliance with the applicable legislation in relation to financial matters and whether performance information was adequate.  Timeous and regular communication was critical for a successful audit.  There should be regular interaction between the auditee and the Auditor-General of South Africa.  

4. Conclusion and Recommendations

If we value independence, if we are disturbed by the growing conformity of knowledge, of values, of attitudes, which our present system induces, then we may wish to set up conditions of learning which make for uniqueness, for self-direction, and for self-initiated learning.



Carl Rogers

The Committee will, after this orientation workshop, undertake a preparatory session on working toward a five-year programme within the Parliamentary programme.  To this end, the short-medium and long-term plans of the Committee’s work will be decided upon.  These will include seminars, the feasibility of establishing an inter-sectoral climate change unit; workshops, attendance at conferences; preparatory sessions on tabling of reports, legislation and international agreements. The oversight function of the Committee will strongly underpin the engagements of members on the above.  The form, shape and structure of the oversight work of the Committee will be sufficiently strengthened by the Members engagement of the references produced by the Executive.  

This workshop provided the basis for Members input to creating agenda items for the next five years. The content advisor subsequently captured the input and has, put together a draft agenda item (attached as Appendix 1), which focuses on work toward its mandate.  The mandate of the Committee is to legislate, conduct oversight of the Executive, promote public participation, facilitate international agreements and review matters of public interest in relation to the Department of Water and Environmental Affairs and its entities.  

The Chairperson has looked at the draft agenda item, and has agreed that Members can use this as a guideline to draft a 5-year programme on 5 August 2009. This date will be used to provide Members an opportunity to determine the agenda items of the 5-year programme, in line with Government’s Priorities; Strategic Plans of the Departments; Cross-cutting issues; Budget Votes, State of the Nation Addresses, etc.  A monitoring and evaluation component will be discussed so that issues are systematically tracked and overseen by Members.  

Appendix 1: Issues for consideration

Briefings/Seminars/Workshops/Conferences hosted by the Portfolio Committee on Water and Environmental Affairs

Water and Environment

· The impact of the imperatives outlined in the 2009 State of the Nation Address to the water and environmental sectors.

· Briefings on Strategic Plans of Departments.

· Briefings and Analysis of Annual Reports of Departments and its entities.

· Hearings on the Water for Growth and Development Framework.

· A comprehensive briefing on the Climate Change negotiations.

· A briefing on the SA Climate Change response strategy.

· Hearings on acid mine drainage

· Marine and coastal management compliance matters.

· Briefing on the protected areas expansion programme – i.t.o new marine protected areas.

· Workshop on infrastructure challenges in South Africa.

· Hearings on challenges confronting water boards and recommendations on merging of these

· Briefings on catchment management agencies – progress/challenges.

· Review of National Water Resource Strategy in 2009 – input of the committee to this process.

· Conference: Budgeting and resource economics/accounting in the water and environmental sector – the case for South Africa.

· Institutional reform process – water and environmental sectors.

· Preparation for the full commencement of the Air Quality Act in September 2009 and the capacity of local government to enforce it

· Briefings on the various waste regulations that are currently out for public comment and those that are due to come out in the coming months.

· Public Hearings on Medical Waste problems, regulations, and the way forward

· Briefings on the Environmental Management Inspectorate, the training of new EMI officers and the integration of the Green and Blue Scorpions

· Briefing on the review process for Long Term fishing rights

· Briefing on the state of the abalone fishery with input from the Abalone Industry Association

· Briefing on the Marine Living Resources Fund and its ability to effectively fund research and compliance

· Briefing on the Threatened Species Regulations and the Invasive Species Regulations

· Briefing on the current position of the Transfrontier Parks and the World Heritage sites

· Briefing by SANParks on land claims in the Kruger Park, its commericialisation strategy, its proposal to expand the western boundary of Kruger, and its plans to sell animals

· The elephant management strategy of SANParks and the position on culling in the parks, especially Kruger

· Briefing by Animal Rights Africa on welfare issues

· Water resources management.

· Water services.

· The role of local government in the water and environmental sectors.

· The role of local government in climate change initiatives – mitigation and adaptation.

· Water conservation and demand management.

· Water quality: Briefing on the latest Blue Drop Report.

· The ecological sustainability of water resources or meeting people’s needs.

· Mentoring and skills development in the water and environment sectors.

· Wastewater treatment projects.

· Water and the environment as sources for development for economic growth.

· Housing, water, land use.

· Engineering and bulk water infrastructure – call engineering companies who work in the field to provide an input.

· The status of rivers, dams, reservoirs, boreholes, ground water.

· Meeting the targets set out in the Millennium Development Goals as per the water and environment sectors.

· Briefings on prevention of environmental degradation by the use of ‘ring-fenced’ environmental taxes.

· Briefings on the revised structured and re-alignment of the Department.

· Briefing on the Learning Academy instituted by the Department of Water Affairs.

· Briefing on the management of marine resources and marine coastal management.

· Briefing on the enforcement and regulatory functions of the two departments.

· Briefings on projects within the water and environmental sectors that benefitted communities.

· Briefings on air quality standards and legislation.

Combined/Other stakeholders

· Strategic plans of the Department.

· Budget votes.

· Monitoring and evaluation of the monthly and quarterly expenditure trends of the two sectors.

· Annual reports – September/October.

· Climate Change – Long Term Mitigation Scenarios:  Strategic Options for South Africa.

· Hearings on: A National Framework for Sustainable Development in South Africa – how does the Water for Growth and Development Framework fit into the National Framework now that the Departments, and possibly in the future, have to streamline and strongly integrate their work.  (Propose written and oral submissions from various stakeholders on your pet topic – where to locate the NFSD?).

· Integration of compliance regulations – water and environmental sectors.

· Skills capacity.

· Water and land use.

· Marine ecosystems.

· Briefings on the importance of wetlands. – and the status of RAMSAR sites especially the two that are listed internationally on the Montreaux Record

· Waste and pollution.

· Water-linked ecosystems.

· Ecosystem services.

· Briefings on the legislation governing and process for determining the ecological reserves of South Africa’s rivers.

· Briefings on the system for the allocation of water rights and the granting of licences.

· Briefings on rural development and water and environmental issues.

· Briefings on categorizations of dams and current developments on the issue.

· Briefings on quarterly financial expenditure trends of departments as well as tenders and procurement processes.

International agreements

· Workshop – overview on terminology and then on international agreements in the water and environmental sectors.
· Workshop – overview of institutions responsible for oversight of international agreements.
· The correlation between international agreements and domestic pieces of legislation – impact, implications and reasons for compliance by respective states ratifying, signing, etc.
Oversight visits

· Site visits to assess the level and impact of acid mine drainage. – West Rand

· Visit to Hartebeespoort Dam to study eutrophication – very important

· University of Stellenbosch – marine ecosystems.

· Visits  To selection of water boards

· Visit to isiMangaliso.

· Visit to the Lesotho Highlands Water Project. (international).

· Site visits to selected municipalities to ascertain the service delivery of water and environment needs.  Need to identify this and craft the objectives thereof.

· Projects in the water and environmental sectors that benefit communities – Working for Water, Working for Wetlands, etc.

Legislation/Subordinate

· Workshop – legislation and regulations pertinent to the water and environmental sectors.

· Integrated authorizations between different departments – mining/transport, etc.

· Environment management instruments – list of briefings. Very good. Based on the amendments passed last year to NEMA

· Briefing on NEMA with regard to the mandate that the Minister of Minerals must use EIA regulations under NEMA to authorize mines.

· Briefings on new pieces of legislation.

Training for Members and Support Staff

· Monitoring and evaluation tools to assess the work of the water and environmental sectors.  The University of Cape Town could accommodate us about devising a ‘tailor-made’ training programme on how to use m and e tools to analyse the oversight work of the Committee in various sectors.    

Network of organisations working in the water and environmental sectors

· The following, amongst others, could be consulted in the course of the 5 years:

· Endangered Wildlife Trust

· Oxfam

· Abalone Industry Association

· SanWild

· WWF South Africa

· Animal Rights Africa

· Also thinking of capitalizing on Parliament’s video conferencing facilities to network as well.

Conferences – 2009/2010

· Place all the conferences in the environmental sector and in the course of the week, I shall access  the net -  the Water Research Commission, the Centre for Scientific and Industrial Research, AWEPA, British Council and the US Consulate, Open Society Foundation, to provide a list of conferences being held.

· GLOBE Climate Dialogue in Copenhagen on 24 and 25 October – they have offered to pay for five MPs from our committee to attend

· UNFCC Copenhagen in December.
2.  Report of the Portfolio Committee on Water and Environmental Affairs: Water Tariff Increases of Bulk Water Resources 2009/10, dated 30 June 2009 and 1 July 2009.

The Portfolio Committee on Water and Environmental Affairs, received briefings from the Department of Water and Environmental Affairs, 13 water boards, the South African Local Government Association (SALGA) and National Treasury to consider the tariff increases of bulk water resources for 2009/10, and reports as follows:

1. Introduction

According to Chapter 5, Section 42 of the Municipal Finance Management Act of 2003 (MFMA), the water boards must consult the municipalities and SALGA to provide them with written comments on their proposed tariffs. Section 42, further requires water boards to submit to the Minister of Water Affairs amendments received from National Treasury and SALGA. The Minister must table the pricing structure in Parliament or the relevant legislature on or before 15 March in any year, in order for the tariffs to be effective on 1 July in that year.  

 2. Submissions received from the Department of Water and Environmental Affairs

On 30 June and 01 July 2009, the Committee received briefings from the Department of Water and Environmental Affairs, SALGA, National Treasury and 13 Water boards, comprising, Amatola,  Botshelo, Bloem, Bushbuckridge , Lepelle Northern, Magalies, Mhlathuze, Namakwa, Overberg, Pelladrift, Rand, Sedibeng and Umgeni. Albany Coast Water Board tendered an apology. 

The Department of Water and Environmental Affairs stated that the tariff process was a value chain one, whereby the Department provides raw water and the water boards as bulk water providers, pass their tariff settings to their clients, mainly the municipalities. The raw water tariffs were set in terms of the Pricing Strategy. The following four components determine tariffs settings, namely, operation and maintenance costs, depreciation charges, return on assets and water resource management charges. The department reported that charges were funded off the budget schemes, for example, the Lesotho Highlands and Berg River and the Trans Caledon Tunnel Authority (TCTA). The Department mentioned that provision of the free basic water to households, including cross subsidization was a municipal function, and not of the water boards. The municipalities utilised the Equitable Share Funding allocation to fulfill this function to the indigent. 

3. Achievements

The Department indicated that in the period under review, all the water boards: 

· Complied with all the MFMA Act provisions.

· Met all timeframes relating to the consultation process and received feedback from National Treasury. 

· Due to the global economic meltdown, the previous Minister of Water Affairs issued a directive to water boards to decrease their tariffs by 5 %. The directive was implemented by all the water boards and tariffs were tabled on 13 March 2009.

· The strong financial position of most water boards allowed for the reduced tariffs

4. Challenges

The Department highlighted the following challenges faced by the water boards:

· Albany Coast Water was in financial difficulty and was unable to carry out its operation. The infrastructure had a limited capacity to respond to the demands. Water shortages in the Port Alfred area were reported.

· The Amatola water reticulation contract required review.

· For Namakwa, the financial results showed a decline, due to the closure of mines which were the biggest consumers. The board needed a turnaround strategy and financial support to ensure viability.

· Botshelo was insolvent and the proposed tariff was unsustainable.

· With regard to Bushbuckridge, debt collection from the municipality was a challenge. Further, its water treatment plant could not meet short-term water demand increases.

· For Lepelle Northern, debt collection was also a challenge as it was unable to collect outstanding debt from the municipality.

· Magallies was financially sound but capital investment needs review. The CAPEX plan needs implementation, due to greater mine expansion and demand in the area.

· Overberg, a small water board serves a big rural area and its business operations, whilst sound, required financial support.

· With Pelladrift, the operations component of its work, is struggling to break even, require major infrastructure refurbishment in order to support the mines and rural communities.

· Rand water, the biggest board is financial viable and requires R7 billion to expand to various areas in Gauteng. The CAPEX programme needed to be implemented

· The business of Umgeni is at present, profitable. .However, the board encountered high debt levels.

The following comparison between the proposed tariffs and approved tariffs was provided. 

	Water boards
	Proposed tariffs for 2009/10
	Tariffs tabled to Parliament for 2009/10

	Albany
	R 4.01 (4%)
	R 4.01 (4%)

	Amatola
	R 5.25 (11%) Amatole District Municipality 

R 4.31 (10%)

Buffalo Municipality
	R 4.97 (5%)

R4.18 (7%)

	Bloem
	R 3.73 (15%)
	R 3.56 (10%)

	Botshelo
	R 3.27 (23%)
	R 3.14 (18%)

	Bushbuckridge
	R 3.05 (3.7%)
	R 3.05 (3.7%)

	Lepelle
	R 3.32 (8.8)
	R 3.17 (3.8%)

	Magalies
	R 2.65 (12%)
	R 2.52 (7%)

	Mhlathuze
	R 1.54 (19%)
	R 1.47 (14%)

	Namakwa
	R 6.55 (78%)
	R 6.36 (73 %)

	Overberg
	R 3.27 (13.5 %)
	R 3.12 (8.5%)

	Pelladrift
	R 1.90 (11.8 %)
	R1.90 (11.8 %)

	Rand
	R 3.72 (15.3%)
	R3.47 (8.3%)

	Sedibeng
	R 5.58 (12%)
	R 5.23 (5%)

	Umgeni
	R 3.27 (6.5%)

eThekwini Municipality

R 3.21 Other
	R 3.27 (6.5%)

eThekwini Municipality

R 3.21 Other


In conclusion, the Department reported that, in relation to support rendered to water boards, the Department provided the following: 

· Facilitated meetings between the water boards, municipalities and Treasury.

· Facilitated instances where there was outstanding debt between the water boards and municipalities. Successful cases included Bloem water vs. Ukhahlamba municipality and Umgeni water vs. Umsunduzi municipality.

5. Submission by South African Local Government Authority (SALGA)

The presentation detailed their mandate, governance structure, water pricing and value chain from the water resource to reticulation of water to consumers as per the Constitution, and regulatory regime. SALGA acknowledged the important role played by the water boards in the provision of water services in South Africa. They proposed that in terms of water pricing, uniform principles and methodologies should be applied throughout the value chain. Whilst the national Department had a pricing strategy in place, there was none available for local government to guide the setting of prices and tariffs. 

The following challenges were highlighted by SALGA:

· Non compliance with Section 42 provisions of the MFMA by water boards and the budgetary implications thereof for municipalities. 

· Lack of consistency in water pricing.

· Debt payment owed by municipalities to water boards.

· Non expenditure on Capex which impedes on planning.

· Inadequate skills in the water sector.

· Tendency to build on reserves rather than refurbishing infrastructure.

Therefore, SALGA proposed a way forward and suggested that: 

· In the absence of a regulatory framework, there should be a review of the water pricing strategy by an independent body. 

· Separation of functions between Water Service Providers and Water Service Authorities. 

· Monitoring and enforcement by Treasury for compliance with Section 42 of the MFMA and to penalize under expenditure on Capex. 

· Integrated pricing framework to be developed.

However, the Committee noted that the SALGA presentation was unsatisfactory as it did not address the municipal tariffs. The Committee stated that SALGA was not rising to the expectation as the highest decision making body for the municipalities.

5. Summary of submissions by  the water boards

The water boards highlighted the following challenges, which are summarised below: 

	Water boards
	Challenges

	Albany
	Tendered an apology

	Amatola
	Implications posed by the tariff reduction had a negative impact on the board’s cash flow and therefore required reduction on the operating expenditure. Therefore, the board needs to increase borrowings and explore new income streams. They required R100 million to refurbish the water pipeline.



	Bloem
	 Non-alignment of Integrated Development Plans (IDPs) with actual implementation was reported.

	Botshelo
	The consultative process with the municipality was problematic and was hampered by the fact that municipalities often did not attend meetings when invited. The impact of the changed tariffs on customers was also a challenge.

	Bushbuckridge
	The area was rural and characterised by high levels of unemployment and poverty and created difficulties when collecting revenue from the clients. The cross subsidisation for free basic water, lack of bulk infrastructure refurbishment vs. the overhead allocations was noted. The labour costs were also high due to deployment of staff to the board by the Department of Water Affairs. The cash flow was low, due to the inability of the board to collect R7 million owed by the municipality they served. The board would consider reviewing its tariff during the financial period to address the highlighted challenges.



	Lepelle
	The tariff reduction of 3.8% affected Lepelle operations to the tune of R4 billion for the whole year.

	Magalies
	Raw water costs were noted to be one of the major cost drivers.

	Mhlathuze
	The tariff reduction meant a loss of R5.2 million for the current year. The majority of Mhlathuze’s clients, especially the mines, exported products and were feeling the strain, in the light of the global recession and additional increase in costs. There was a reduction in demand from aluminium exporters.

	Namakwa
	The board requested the Committee’s assistance in   acquiring finance for operating costs as they were technically insolvent.

	Overberg
	It was impossible to plan refurbishments without the securing of Service Level Agreements with the four municipalities. It could not refurbish infrastructure due to the absence of reserves and needed the intervention of the Department.

	Pelladrift
	Raw water costs were the biggest challenge. The 2008/9 tariffs increased by 7%; and for the 2009/10 period, the suggested increase was 7%, but 80% for Black Mountain Mine, to which the mine had agreed. Black Mountain Mine was to close in seven years time. There was a need to get back to a break-even situation.

	Rand
	Transportation costs were high because their water was drawn from 60 kilometers away, in Lesotho, as part of the Lesotho Highlands Water Project. There are outstanding debt payments from municipalities, and needed the intervention of the Committee.

	Sedibeng
	Challenges ranged from consultative issues, and municipalities’ concern about separation from the regional tariff. The Minister’s tariff reduction directive would have an effect on the viability of Sedibeng, specifically its ability to repay loans, to cover electricity costs, negotiate salaries and reduction in capital expenditure.

	Umgeni
	A high tariff made things impossible for the poor consumer. The result was a delay in their capital expenditure programme. 


7. The Portfolio Committees oversight response and analysis of submissions received.

The Portfolio Committee deliberated on the following:

· The current economic climate and the impact of the Minister’s directive caused boards to experience problems with their financial viability. This would be further exacerbated by the possible tariff increase of Eskom. .

· The transformation in water provision and coverage of water provision by the water boards in under serviced areas including Eastern Cape, KwaZulu Natal and Mpumalanga raised a number of concerns, as there were water related deaths in Limpopo and the Eastern Cape.

· The utilisation of appropriated funds to reflect effective outcomes by the Department.

· Water boards also experienced corporative governance challenges, such as the suspension of the CEO, financial mismanagement and the impact thereof on service delivery.

· The role of municipalities in relation to water provision, as there were difficulties to direct people with water related problems to the relevant institution.

· SALGA’s role in ensuring outstanding debt settlement by the municipalities to the water boards as well as skills shortage in the sector.

· Compliance by municipalities with MFMA provisions was another issue raised by the Members.

· Members agreed that improving relationships, knowledge sharing and cooperation between the Department, water boards, municipalities and SALGA to improve service delivery, is essential.
· Another issue that was raised was whether the water boards should, in the future, fall under the Department of Cooperative Governance and Traditional Affairs since the Integrated Development Plans (IDPs) resided at local government level.
· Under expenditure on CAPEX funding by boards, was highlighted as a possible future problem.

· The Intergovernmental Review Report 2006/7 on challenges faced by the water boards, is a useful source for members to engage on.

· The Department’s plans for constructing major dams in the country needed to be assessed, as there were complaints for the non use of dams such as Umzimvubu, Inyaka and Jozini dams by surrounding communities. 

· The assistance and support provided to water boards by the Department was inadequate to ensure their viability as some water boards were facing internal problems, which impacted on their ability to perform. 

· There was no financial assistance provided to water boards that were in financial distress by the Department and a proposal was made to amend the existing water legislation in order to assist the struggling water boards.

7. Recommendations

The Portfolio Committee recommends the following:

1. That the Department consider penalizing boards for not spending their CAPEX.

2. The Department to submit a report on Water Resource plans, which give more detail on the envisaged dam construction.

3. The Department of Water and Environmental Affairs to continue its oversight role over the water Boards and to provide adequate support.

4. A new funding model for water to be explored in the future.

.

5. In order to function optimally, good corporate governance and the building           of partnerships in long-term planning were necessary between the water boards.
