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Foreword by the WEGC

he mandate of the Department of Public Works, Roads and

Transport is to deliver and maintain infrastructure that will
support and promote socio-economic growth in the Province.
The Department faced a number of challenges in delivering on
this mandate during the 2011/12 financial year, but substantial
progress was made in stabilizing the Department and in
bringing about a turnaround in the operations of the
Department.

The organizational structure for the Department was drafted but
will be finalised in 2012/13. The new structure will be support
the core mandate and functions of the Department and will bring
about greater alignment and integration. Relevant structures, both
provincially and nationally are in the process of being consulted in
this regard with the view of tabling the structure before the Executive
Council and the Department of Public Service and Administration. With
the view of addressing the capacity challenges, approval was given that all
critical, vacant positions should be filled, with particular emphasis on those technical posts were expertise
is critical to the successful implementation of infrastructure-related programmes.

In order to address the challenges and shortcomings in financial management and control, the
assistance of PricewaterhouseCoopers was sourced during the year under review. Financial controls
were strengthened and a number of the challenges highlighted in the 2010/11 audit report were corrected
and addressed with the assistance of PwC.

In line with the objectives of GIAMA, the Department continued with the programme related to the
management of the property portfolio of Government in a manner that will optimise the use and value
of this portfolio to the benefit of all citizens of the Province. In this regard, the Department reviewed all
eight of the User Asset Management Plans submitted by user Departments and assisted with the finali-
sation of the outstanding two U-AMPs. The Department furthermore identified three under-utilised
properties for disposal in the interest of enhancing the economic and optimal usage thereof. Progress
with the vesting of properties however was hampered by renovations at the Vryburg Title Deeds Office
which was beyond the control of the Department. The Department however did submit 329 applications
for vesting, and 872 title deeds were obtained despite the said challenges at the Title Deeds Office.

In support of the Women in Construction Programme, the Department met its target of allocating two
building infrastructure projects to female-owned contractors. We are proud to report that both the
projects, namely the construction of a fence for the Library and Archive building and the construction of
the Ditsobotla sub-district office were successfully completed during the year under review. The
Department also re-affirmed its commitment to the development and transfer of skills to emerging
contractors and 27 emerging contractors benefitted from targeted skills transfer programmes. Fifteen
(15) contractors were appointed as part of the Emerging Contractor Development Programme.

The delay in the finalisation of the Roads Infrastructure Plan negatively affected the Department’s
performance in this regard and the targets set in respect of roads construction could not be met. Due
to the rapid deterioration of the provincial roads network, the funding model for roads infrastructure must
be reviewed provincially. In addition to the work completed, the Department also contributed to the
revamping of Mafikeng as the capital city through the construction projects undertaken in respect of
strategic streets in Mafikeng. These activities were undertaken in response to the directives of the State
of the Province Address delivered by the Honourable Premier in February 2011.




The Department does face a challenge in responding comprehensively to the need for scholar
transportation in support of the goal that all children should have access to learning and education.
Despite these challenges, 753 bicycles were distributed to learners and a total of 34 430 learners were
subsidised and transported. The Department will continue to work with the Department of Education in
the interest of an integrated and cohesive response to the needs of our communities

The Department’s performance in respect of the Expanded Public Works Programme during the past
financial was impacted negatively by the delays with the roads infrastructure projects. As the champion
for this Programme, the Department is committed to improving the performance of the entire Province
in the interest of alleviating poverty through job creation and skills training.

The strides that have been made during the past year was a concerted effort by management and staff
to bring about stability in our operations and demonstrate our unwavering commitment to deliver on
our mandate in the manner expected by our clients both internally and externally. The challenges faced
by the Department are many and complex at times, but we are committed to turning the performance of
the Department around, rebuilding its reputation and restoring the trust of our clients that we serve.

| hereby present this Annual Report as the report on our activities and performance during the 2011/12
financial year as measured against the financial and non-financial targets that we have set for ourselves.

MR B R ELISHA
MEMBER OF THE EXECUTIVE COUNCIL




Accounting (Yficers Overview

he Department continued to contribute to the improvement of the Province’s economic competi-

tiveness through the provision of safer public transport and sustained investment in physical public
and roads infrastructure. The Department was faced with various challenges however, i.e. the rapid
deterioration of the provincial roads network, inadequate budgetary allocations to respond to the needs
and demands for infrastructure, inadequate technical expertise and increasing fuel prices in the case of
Government pool vehicles.

The Department persevered to, under severe pressure of limited funding, deliver on its core mandate
and has taken steps to address the challenges as outlined above. The Department was able to formalize
the function of the provision of scholar transport that was previously inherited from the Department of
Education and the number of jobs created through the Expanded Public Works Programme, (EPWP)
increased as part of our commitment to eradicate poverty.

In addition to the stated challenges, the following matters also impacted on our performance during the
year under review:

° Lack of specialised professional staff in engineering, transportation and other skilled
professions.

e  Continuous funding of subsidised transport with the equitable share portion of the provincial
budget.

° Inability to meet the cost of providing/sustaining the existing commuter operations and

extension of the scholar transport operations to adequately address the needs.

Implementation of integrated subsidized transport to accommodate the emerging taxi industry.

Underfunding for infrastructure development and maintenance of existing assets.

Retention of technical capacity.

Cash flow problems, incapacity and poor performance by contractors.

The greater percentage of provincial state-owned properties in rural areas or on state land

under the jurisdiction of communities does not have individual title deeds.

° Some properties in urban areas never had title deeds. The National Department of Public
Works has indicated that a process will be implemented to transfer those properties to the
National Government.

° Some properties were never surveyed and do not have approved diagrams. In 2011/12 the
Department appointed surveyors to undertake this task but the process is not yet finalized.

e An alternative funding arrangement is required to support the rehabilitation and maintenance
of the provincial roads network.

e  Anumber of senior managers were suspended in the period under review.

Steps that have been taken to address the challenges included:

The appointment of a substantive Head of Department.

° Development and implementation of a turnaround strategy to address inter alia, financial
control, performance management, governance, prevention of fraud and misconduct etc.

e  Contracting of the services of PricewaterhouseCoopers to assist with the clearing of audit
findings, implementation of proper financial controls and general improvement in financial
management.

° proceedings.

The Department was able to achieve the following outputs in respect of construction and maintenance
of public infrastructure:

° 5 projects were completed within prescribed time and budget.

° 15 maintenance projects have been completed.




e 27 contractors were developed through skills transfer and 15 contractors were developed
through the Emerging Contractor Development Programme (ECDP).

The Department was able to achieve the following outputs in respect of construction and maintenance
of transport infrastructure:

153898.88 square meters of blacktop patching on surfaced roads were completed.

72430.9 km of gravel roads were bladed

263.41 km of gravel roads patching was completed.

1074.3 km of gravel shoulders (surfaced roads) were bladed

The Department contributed to the revitalization of the capital city of the Province through the rehabili-
tation of certain strategic streets.

The Department was able to achieve the following outputs in respect of transport operations:
e 753 bicycles were distributed to learners as follows:

0 411 bicycles to 6 schools in the Ngaka Modiri Molema District Municipality,

o 100 bicycles to 3 schools in Bojanala District Municipality,

0 64 bicycles to 4 schools in Dr Ruth Segomotsi Mompati District Municipality,

o0 178 bicycles to 4 schools in Dr Kenneth Kaunda District Municipality,

27,750,769 commuter passengers were subsidised and transported,

125 learner scholar transport operators were subsidised,

34 430 learners were subsidised and transported,

13181 operator licenses were issued,

The Provincial Regulatory Entity (PRE) Committee members were appointed and PRE is fully

functional.

In line with the Department’s “Bringing aviation to the people” campaign, three (3) students from destitute
backgrounds have been enrolled in the aviation training programme to qualify as pilots.

Despite these challenges, we remain committed to provide the best value for the funds that are entrusted
to the Department and to provide quality infrastructure in support of the socio-economic growth of the
Province.

A A
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MR T MAKHETHA
HEAD OF DEPARTMENT



VISION, MISSION AND VALUES

1.1

1.2

1.3

14

Vision Statement

Safer public transport and sustained investment in physical public and roads infrastructure.

Mission Statement

To provide safer public transport, provincial land, building and roads infrastructure management
systems towards a better life for all.

Values
The Vision and Mission Statements are guided by the following principles:

Client focus

Professionalism

Integrity

Commitment

Valuing of staff

Mutual respect at all levels of the organisation

Accountability

Compliance and adherence to the Code of Conduct for Public Servants

Organizational Structure

The Department has not yet finalized its organizational structure for the merged Departments of
Transport & Roads and of Public Works. A draft structure has been prepared and the Office of
the Premier was consulted in this regard. The structure will be finalized during the course of the
2012/13 financial year.




1.5

Legislative Mandate

Constitution of the Republic of South
Africa

The Constitution states that Provincial
Governments are responsible for matters
pertaining to public transport and provincial
roads.

National Land Transport Act (Act 5 of
2009)

The Act provides for matters pertaining to
integration of transport modes and networks

The Road Transportation Act 74 of 1977

The Act provides for the consolidation and
amendment of the provisions relating to road
transportation applicable in the North West
Province and to provide for matters connected
therewith.

The North West Provincial Land
Transport Regulations on Operating
Licenses Act of 2003

The Act provides for the implementation at
provincial level of the provisions of the National
Land Transport Transition Act.

North West Land Administration Act 4 of
2001

The Act regulates the acquisition and disposal of
immovable property owned by the Provincial
Government within the geographical area of the
North West Province.

Architectural Profession Act 44 of 2000

The Act provides for the establishment of a
Council for the architectural profession.

National Public Works Landscape | The Act provides for matters related to the
Architectural Profession Act 45 of 2000 landscaping architectural profession.
National Public Works Engineering | The Act provides for the establishment of a

Profession of South Africa Act 46 of 2000

Council for the engineering profession.

The Property Valuers Profession Act 47
of 2000

The Act provides for the establishment of the
Council for the Property Valuers Profession and
incidental matters.

The National Public Works Project and
Construction Management Profession Act
48 of 2000

The Act provides for the establishment of the
Council for the Project and Construction
Management and incidental matters.

The National Public Works Quantity
Surveying Profession Act 49 of 2000

The Act provides for the establishment of the
Council for the Quantity Surveying Profession
and incidental matters.

The National Public Works Council for the
Built Environment Act 43 of 2000

The Act provides for the Council for the Built
Environmental and matters incidental thereto.

The Government Immovable Assets
Management Act, Act 19 of 2007

The Act promotes the uniform, efficient and
effective  management of immovable state
assets.

The following is a list of Acts and Regulations assigned to and implemented by the Department:
General: — The operations of the Department are governed by other legislation regulating the
construction profession such as the Acts governing the engineering, quantity surveying and
architecture professions. The Department has a large workforce engaged in the road construction
activities and therefore needs to take due cognizance of the Occupational Health and Safety Act,
Act 58 of 1993, as amended. Construction activity is also governed by the relevant environmental
legislation.

The Department is guided also by all acts and regulations governing the public service such as the
Public Service Act, the Service Delivery Improvement Framework and the Batho Pele framework
as well as centrally-negotiated agreements regarding conditions of service for its employees.




1.6

ENTITIES REPORTING TO THE MEC

Name of entity Legislation Nature of Business

Northwest There is no particular | This  South  African  registered

Transport Act that gave the |company owns and manages a

Investments (SOC) | company the mandate | substantial commercial property

Ltd (“NTI”) to operate. The | portfolio and also operates the
company was | administrative  head office  for
registered as a | Northwest Star (Pty) Ltd a wholly

Schedule 3 (d) entity in
the past year.

owned subsidiary (“NWS”).

NTPs subsidiary, NWS and NWS’s
subsidiary, Atteridgeville Bus Service
(Pty) Ltd (“ABS”), operate transport
services in certain areas of the
Gauteng Province with limited
extensions into other Provinces from
four bus operating centres.

Service workshops have been
established at all operating centres to
maintain the bus fleet and to ensure
a high level of operating efficiency.

NWS and ABS also provide private
hires and contract services on
request. Weekend services between
urban and rural areas are also
provided.

The transport service is currently
rendered on the interim contract
basis to the Gauteng Department of
Roads & Transport (GDRT).

The interim contracts are reviewed
from time to time. The contracts
have expired and have been
extended for a period of six (6)
months — up to September 2012.
The contracts are funded by GDRT
by means of DoRA allocation or
subsidy (on kilometers-basis) and
small percentage cash paid by
passengers.

Transport is provided mainly from the
rural areas that originate in North
West Province and a small portion in
Mpumalanga, into the city of
Tshwane. These commuters/
passengers are mainly workers.




PRE-DETERMINED OBJECTIVES

21 OVERALL PERFORMANCE

2.1.1 Voted Funds

Main Adjusted Actual (Over)/Under
Appropriation Appropriation Amount Spent Expenditure
R’000 R’000 R’000 R’000
R2,827,075 R2,890,404 R2,425,648 R464,756

Responsible MEC MEC for the Department of Public Works Roads and Transport

Administering Dept Department of Public Works, Roads and Transport

Accounting Officer Deputy Director General of Department of Public Works,
Roads and Transport

2.1.2 Aim of vote

To provide safer public transport, provincial land, building and roads infrastructure towards a better life
for all.

2.1.3 Strategic outcome-oriented goals

The strategic goals of the Department, as executed through the five main Programmes are as follows:

to provide corporate support to the Department;

to provide and manage the provincial fixed asset portfolio of the Province;

to provide, maintain and manage the provincial infrastructure;

to provide, maintain and manage the provincial roads network;

to provide efficient and integrated transport systems that is safe, accessible and affordable
to all;

to coordinate and facilitate the creation of job opportunities through the Expanded Public
Works Programme.

2.1.4 Overview of the service delivery environment for 2011/12

Of the five Programmes that are responsible for the implementation of the Department’s mandate, the
following three Programmes comprise the core business:

Programme 2: Public Works Infrastructure
e Construction, maintenance and management of the immovable asset portfolio.

Programme 3: Transport Infrastructure

e Construction, maintenance and management of the provincial roads network. Planning, design
and implementation of capital projects are executed at head office while maintenance activities
are executed at district level.

Programme 4: Transport Operations

e Facilitation of planning and design of integrated transport networks.

e Subsidization of commuter and learner transport (for improved mobility and access to education
for learners from farms and rural areas that walk more than 5 kilometers to school).

e Monitoring and regulating of public transport operations in the Province.




Through the activities performed by these Programmes, the Department was able to achieve the
following outputs:

Public Works Infrastructure:

e Seven (7) projects were completed within the prescribed time and budget.

e Fifteen (15) maintenance projects were completed.

e Fifteen (15) contractors were developed through the Emerging Contractor Development Programme
(ECDP).

Transport Infrastructure:

129 480.74 square meters of blacktop patching on surfaced roads were completed.
61 749.97 km of gravel roads were bladed.

263.41 km of gravel roads patching was completed.

1 074.3 km of gravel shoulders (surfaced roads) were bladed.

The Department contributed towards the Mahikeng Revitalisation Programme through the rehabilitation
of strategic streets.

Transport Operations:

e Seven hundred and three (753) bicycles were distributed to learners as follows:

o 411 bicycles to 6 schools in the Ngaka Modiri Molema District Municipality;

o 100 bicycles to 3 schools in Bojanala District Municipality;

0 64 bicycles to 4 schools in Dr Ruth Segomotsi Mompati District Municipality; and

o 178 bicycles to 4 schools in Dr Kenneth Kaunda District Municipality.

A total of 26,773,386 commuter passengers were subsidized and transported.

A total of one hundred and twenty-five (125) learner transport operators were subsidised.
A total of 34 430 learners were subsidised and transported.

A total of 12 429 operator licenses were issued.

The Provincial Regulatory Entity (PRE) Committee members were appointed and PRE is fully
functional.

In line with the Department’s “Bringing aviation to the people” campaign, three (3) students from destitute
backgrounds have been enrolled in the aviation training programme to qualify as pilots.

Challenges:

Challenges encountered by the Department in the period under review can be summarized as follows:

e Retention of technical capacity.

e Cash flow problems, incapacity and poor performance by contractors.

e The greater percentage of provincial state-owned properties in rural areas or on state land under
the jurisdiction of communities does not have individual title deeds.

e An alternative funding arrangement is required to support the rehabilitation and maintenance of the
provincial roads network.

e | ack of specialised professional staff in engineering, transportation and other skilled professions.

e Continuous funding of subsidized transport from the equitable share portion of the provincial budget.

e |nability to meet the cost of providing/sustaining the existing commuter operations and inability to
extend the learner transport operations to adequately address the needs.

e |mplementation of integrated subsidized transport to accommodate the emerging taxi industry.

e Underfunding for infrastructure development and maintenance of existing assets.




The Department, through delivery of the services as translated into outputs mentioned above is
contributing towards realization of the following national policy outcomes:

e Decent employment through inclusive economic growth;
e An efficient, competitive & responsive infrastructure network; and
e Vibrant, equitable & suitable rural communities & food security for all.

2.1.5 Overview of the organizational environment for 2011/12

Significant developments that have taken place in the year under review are as follows:

e A substantive Head of Department was appointed and assumed duty on 1 March 2012. This
development will contribute towards the stabilizing of operations and give impetus to service delivery
in the Department.

e Four (4) senior managers have been placed on suspension.

e |n the quest to improve financial management, the Department enlisted the expertise of Pricewa-
terhouse Coopers to assist in clearing audit queries, tightening of internal controls and improving
financial reporting in the Department.

e The Department advertised all critical vacant and funded positions in order to address the staff
shortage, especially in posts of a technical nature.

e The Department absorbed seven (7) new graduates in the engineering field as part of the strategy
to address the shortage of technical skills in the Department.

e The process of finalizing an organizational structure that responds to the mandate of the Department
and the service delivery imperatives is at an advanced stage.

2.1.6 Key policy developments and legislative changes

There were no major changes in relation to policies and legislation in the period under review.

2.1.7 Departmental revenue

Collection of departmental revenue:

e The Department conducted one (1) auction at the Bojanala District Office to dispose of redundant
and un-serviceable Government fleet assets, dilapidated state houses and other obsolete items.
The revenue raised by the auction amounted to R 3,3 million.

e The Department issued new lease contracts for the occupants of state houses and commercial
properties. New market-related tariffs will be implemented in 2012/13 financial year.

e The Department issued 5-year renewable operating licenses for public transport.

e The Department, through Provincial Treasury, has an investment in North West Transport
Investments (NTI) that yields dividends on a half-yearly basis.

e The Department collected R104 million in respect of kilometers travelled and invoices from five
Departments, to the value of R25 million, were still outstanding as at year-end.

e The Department took over the administration of the Pilanesburg Airport and the number of planes
landing at the airport has increased. The applicable rates were also revised.

The target for revenue collection was R198 million and actual revenue collected amounted to R175
million which is 89% of the set target.

Future plans to increase revenue collected:

e The Department is exploring the introduction of fees/tariffs for car parking lots.
e Some of the government houses are occupied by the officials working for National Departments;




the Department intends to link the tenants with the Persal system in order to effectively facilitate

payment of housing rentals.
e All fines and penalties that commuter and learner transport service providers are charged by the

Department for overloading and roadworthy tests will be deposited into the Department’s account.

Sources of revenue:

Revenue Source 2008/09 2009/10 2010/11 2011/12 2012/13 %
Actual Actual Actual Target Actual Deviation
R’000 R’000 R’000 R’000 R’000 from
target
Tax Revenue 1,200 1,155 2,163 0%
Non Tax Receipts 163,715 151,775 112,742 177,788 168,028 95%
Fines, Penalties and 0 0 0 0
Forfeits 7
Interest, dividends & 0 0
rent on land 6,417 1,500 6 0%
Sales of capital assets 16,001 13,001 5,288 8,413 3,718 44%
Financial transactions in
assets and liabilities 10,603 8,503 4167 49%
Total Departmental 180,916 165,931 135,057 198,387 175,918 89%
Receipts
2.1.8 Departmental expenditure

Programmes Adjusted Shifting | Virement Final Actual Variance | Expenditure

Appropriation | of funds R’000 Appropriat | Expenditure s as % of final

R’000 R’000 ion R’000 R’000 appropriatio
R’000 n

Programme 1: 138,318 0 138,316 115,260 23,131 83.33%
Administration
Programme 2: 739,848 0 (11,000) 728,848 660,777 68,071 90,7%
Public Works
Infrastructure
Programme 3: 1,091,613 0 (43,000) 1,048,613 753,655 294,958 71.8%
Transport
Infrastructure
Programme 4: 831,769 0 54,000 885,769 839,413 46,356 94.8%
Transport
Operations




21.9

Transfer Payments

Transfers to Local Municipalities and the transport service providers were done through the submission
of invoices.

2.1.9.1 Transfers for learner transport

The Department contracted the bus transport operators listed immediately below to transport learners.
The programme targets learners who travel more than five (5) kilometers to and from their schools. The
Department entered into a 5-year contract with the listed operators. Month-to-month contracts were
entered into in respect of routes that were not allocated during the awarding of the 5- year contracts.

LIST OF LEARNER TRANSPORT OPERATORS
1. Amawakawaka Projects 28. Jabulani Transport Services 55. Ndakes Cleaning Services
Business Enterprise
2. B Kanjee 29.Jetvest 1168CC t/a Tirisano 56. Neosoul Promotions CC
Learner Transport
3. Bahurutshe Civils 30. Kaparelo Trading Enterprise 57. Nomdiba & Tutuse Road
Construction
4. Bheka Mzanzi 31. Karabile Trading & Projects 58. Nomzano Project Managers
CC
5. Blaizepoint Trading 245 32. KBN Transport & Projects 59. NW Move Transport and
Logistics Management
6. Blue Anchor Construction 33. Kerabile Construction and 60. OB & KM Transport &
and Projects Projects Trading Services
7. Boikgaitsadi NW Facilitators | 34. Keduetse Trading Enterprise | 61. Panyaza Transport Services
CcC and Dithunyeng JV
8. Bokamoso Passenger 35. Kenlet Educational Projects 62. Phehella Trading & Projects
Services
9. Bomolemo Carrier's and 36. Keorapetse Moteke Transport | 63. Proleb Transport & Projects
Projects CC Service CC
10. Bondie Trading Enterprise 37. Ke Tshimlogo Trading CC 64. PS Molefe
11. Dipico Mining Construction | 38. Khalushi Holdings 65. Rakgeng Jansen Legodi
Scholar Transport
12. David Sekgobela and 39. Koa and Gomolemo 66. Reka Trade 1002
Associates t/a Esro Construction
Coaches
13. Dinkebogile Transport 40. Lapeng Invest 120 67. Rethusitse Gape JV Emang
Services Mmogo Trading
14. Dintwe Transport Services | 41. Lebka Trading Enterprise CC | 68. R.l. Mako Trading Enterprise
and Tours
15. Dira Tiro Trading 42. Lematshe Distribution 69. RPH Projects
Services
16. Distinctive Choice 1256 CC | 43. Lerato Designer CC 70. Selemele-Kobamelo JV
t/a Tuva Coaches Kemong Transport
17. Don n Map Goods and 44. Mabeleng Transport Services | 71. Shaza Distributors
Transportation
18. E Voorby t/a Eddie Tours 45. Maczola Tours CC 72. Tau More Transport & Tours
19. E.J.S. Buses and Tours 46. Magogodi Transport Services | 73. Temoso Trading 207
20. EImogeo General Trading 47. Malebelela Trading Enterprise | 74. Texas Pride Trading
Enterprise




LIST OF LEARNER TRANSPORT OPERATORS
21. Eltof Trading and 48. MAN Moroko Alocious 75. Thito Supplier and Projects
Development CC Nthusang Trading Enterprise CC
22. Envirolink Consultants 49. MDL Trading CC 76. Thusang Bana Transport
Services CC
23. Finito Properties and 50. Micosa Transport and 77. Tidimatso Construction &
Logistics Property Development Transport CC
24. Gaabue Tours 51. Moroko Wa Bjala Trading 78. Tiisang Business Trading
Enterprise
25. GKMN Transport 52. Moteja Trading Enterprise CC | 79. Tlhago-Nature Travellers CC
26. lan Vukuzenzele Transport | 53. MP2 Trading Enterprise 80. Tlhoraboroko Business
& Projects Trading
27. lghawe Resources 54. Nage Trading Enterprise 81. Tsoga Oitirele Filling Station
CC/ ENR business Enterprise CC
JV Tsetse Village
82. Vision 11 Transport t/a Thuto
Ke Lesedi Transport
83. Zack's business Enterprise
Month-to-month contracts
1. AAU's Transport 11. Mantella Trading 624 CC 21. SL Pretorius
2. Alberts JS 12. Mokwatsi Transport & Project | 22. Seoke Transport
3. CMM Trading 13. Motshidisi's Tours 23. Tau More
4. J.M. Mpolokeng 14. Nage Trading Enterprise 24. Thlora Boroko Transport
5. Keaikitse Trading Project 15. Phanyane Bus Services 25. TJ Sedumedi Trading CC
6. Kemong Transportation and | 16. Re-Kgonne Transport & 26. Tolomane and Sons Trading
Projects Projects Enterprise
7. Kge Masia 17. Rekopile Transport CC
8. Letsopa Transport Service 18. SD Ntaolang Transport
CcC
9. Liso Business Enterprise 19. Seatlholo and Family
CcC Transport
10. Magogodi Transport 20. Sephiro Transport and
Services Projects

2.1.9.2 Transfers for commuter transport

The Department transfer subsidies to the following commuter bus operators to transport commuters:

Phumatra Transport

. Bojanala Bus Transport
. Atamelang Bus Transport
. Amarosa Transport (PTY) Ltd

2.1.9.3 Municipalities

The Department paid rates and taxes to the following Local Municipalities for government-owned
buildings within their jurisdiction:

. Ditsobotla

. Madibeng

. Moses Kotane

. Rustenburg

. Maquassi Hills

. City of Matlosana
. Ventersdorp

. Mamusa




. Greater Taung

. Naledi

. Mahikeng

. Tswaing

. Ramotshere Moiloa
. Tlokwe

. Kgetleng River

2.1.10 Transfers to public entities

No funds were transferred to NTI in the period under review.

2.1.11 Conditional grants and earmarked funds

Type of Grant

Output

Amount
Appropriated
R’000

Actual
Expenditure
R’000

Public Transport
Operations Grant

Subsidy per trip operated

Summary per kilometer operated

Subsidy per passenger

Number of vehicles subsidized

Number of scheduled trips

Number of trips operated

Number of penalties incurred

Monetary  value  of  penalties

(including escalations)

* Passengers per kilometer operated

* Passengers per trip operated

* Employees per vehicles

Devolution of e Payment of property rates and taxes

Property Rates and for provincially-owned properties as

Taxes per verified invoices submitted by

Local Municipalities

Reduction of poverty &

unemployment by 2014

* Increased number of people in the

programme receiving stipends

through EPWP

Quality and quantity of serviceable

education, health & road

infrastructure

e Comprehensive Infrastructure
Programme Improvement Plan.

* Monthly & quarterly reports indicating

progress on infrastructure projects.

R77,422 R75,203

R160,193 R129,112

Expanded Public J R5,758 -

Works Programmes

Provincial Road J
Maintenance Grant

R505,739 R258,942




2.1.12 Capital Investment, Maintenance and Asset Management Plan

2.1.12.1 Capital Investment

a)

Status of building projects as at the end of March 2012

BOJANALA DISTRICT MUNICIPALITY

Project description

Status of project

Comments

Moretele Office Park phase 2

Design stage

Replacement of QS in progress. Project to
be advertised in Nov 2012 (in line with
budgetary allocation planned in accordance
with the IDMS Alignment Model).

Low-tension substation

Practical
completion

DPWRT will finalise the final account in the
2012/13 financial year after the 3-months’
retention period has lapsed.

The data cabling projects were at 80%
completion stage as at the end of March
2012.

Park

3 | Data cabling Implementation
stage
4 | Fencing of Moretele Office | Design stage Designs have been submitted. Preparation

of BOQ and cost estimates to be completed
by Oct 2012. Project to be advertised in
Nov 2012 (in line with the budgetary
allocation planned in accordance with the
IDMS Alignment Model).

Lowe Residence Multi-

purpose Centre

Planning stage

Project Implementing Agent to be identified.

Creation of workspace phase
2 (Garona)

Construction stage

The project was at 75% completion stage at
the end of March 2012.

Extension Legislature phase 2

Design stage

Sketch plans to be approved. Project to be
advertised in Nov 2012 (in line with
budgetary allocation planned in accordance
with the IDMS Alignment Model).

8 | Extension Head Office | Design stage Project to be advertised in Nov 2012 (a
building rectification of the appointment of the
consultant delayed the project — the original
appointee passed away).
9 | Mafikeng Airport Planning stage Scope to be defined in accordance with the
BCOCC.
10 | Wellness Centre phase 2 Design stage Scope determination in progress. Project to

be advertised in Jan 2013.

11

Rehabilitation at Head Office

Design stage

Project to be advertised in 2012/13.

12

Revamping of
(SOPA)

Mafikeng

Planning stage

Project falls under municipal jurisdiction and
placed on hold.

13

Ditsobotla sub-district office

Construction stage

Project was at 30% completion stage at the
end of March 2012.

14

Lowe Residences

Construction stage

Project was at 75% completion stage at the
end of March 2012.

15

Lowe main building

Tender stage

Tender validity period
unsuccessful tenderers.

lapsed due to

16

Acquisition and installation of
X-ray machine at Legislature

Planning stage

In progress.




BOJANALA DISTRICT MUNICIPALITY

Project description Status of project Comments
17 | 1 x Lift at new building (roads | Planning stage Appointment of consultants (structural and
& transport) mechanical) will be finalised — contractor

will be on site by April 2013.
18 | Old parliament building phase | Construction stage | Project was at 90% completion stage as at

2 the end of March 2012.
19 | Old Parliament building 2 x Planning stage Appointment of consultants (structural and
lifts mechanical) will be finalized & contractor
will be on site by April 2013.
20 | Fencing of Head Office Design stage Designs have been submitted. Preparation

of BOQ and cost estimates to be completed
by October 2012. Project to be advertised
in Nov 2012 (in line with the budgetary
allocation planned in accordance with the
IDMS Alignment Model).

21 | Old parliament building phase | Planning stage Service providers to be appointed & tender
3 to be awarded by April 2013.

22 | Refurbishment at Head Office | Planning stage Designs to be finalised and submitted by
carports October 2012.

23 | National Key Points Planning stage Consultants in process of being appointed.

NIA to assist in providing list of accredited
service providers.

24 | Rehabilitation of Convention | Design stage Consultants have been appointed. Project
Centre to be advertised in Nov 2012 (in line with
budgetary allocation planned in accordance
with the IDMS Alignment Model).

DR. RUTH SEGOMOTSI MOMPATI DISTRICT MUNICIPALITY

Project description Status of project Comments

25 | Mini-Garona Vryburg Office | Construction stage | Awaiting Certificate of Occupation for

park practical completion.

26 | War on Poverty project Design stage Project was put on hold due to lack of
funding.

27 | Taung Agricultural College Design stage New consultants to be appointed and the
project to be advertised in Jan 2013.

28 | Ganyesa DPWRT office Construction stage | Project was at 10% completion stage as at
the end of March 2012. The project was
delayed as a result of a dispute between
the contractor and the consultants.

DR. KENNETH KAUNDA DISTRICT MUNICIPALITY

Project description Status of project Comments
29 | Potchefstroom Agricultural Project under -
College cluster A retention
30 | Potchefstroom Agriculture Construction stage | Anticipated completion date is March 2013.

College cluster B




Final Accounts Anticipated payment date
Rustenburg DTR Water Reticulation (Final Account) | July 2012
CCC New building (Final account) July 2012
Gaabomotho Office Building July 2012
Mmabatho Convention Centre GB July 2012
Mmabatho Convention Centre E July 2012
Mmabatho Convention Centre M July 2012
Creation of Office Space phase 1 July 2012
Moretele Office Park phase 1 July 2012

b)

d)

Plans to close down or down-grade any current facilities

None.

Current maintenance backlog and plans of the Department to deal with the backlog over the
Medium-Term Expenditure Framework (MTEF) period

The identified maintenance backlog will be listed in the Departmental User Asset Management
Plan and will be addressed over a 6-year period in the Departmental Infrastructure Project
Maintenance Plan.

Developments relating to the above that are expected to impact on the Department’s current
expenditure

None.

2.1.12.2 Asset Management

a)

b)

Updating of the Asset Reqister

The Asset Register is continuously updated with information obtained pertaining to title deeds,
vesting status, disposal status and transfers.

Projects that will be carried forward to the 2012/13 financial year

All the projects listed under item 2.1.12.1.a above will be carried forward to the 2012/13 financial
year



b)
c)

Plans to close down or down-grade any current facilities

New projects that will reach construction phase in 2012/13
Description of Estimated Envisaged Envisaged Envisaged | Responsible
goods / works total value date of closing date of office
services (including advertisement | date of bid award

VAT)

Moretele Office Park | R15 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
phase 2
Lowe Residence | R35 million 01/11/2012 01/12/2012 01/02/2013 | Head Office
Multi-purpose Centre
Extension Legislature | R50 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
phase 2
Extension to Head | R 80 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
Office building
Mafikeng Airport R 355 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
Wellness Centre | R 55 million 02/01/2013 01/02/2013 12/03/2013 | Head Office
phase 2
Revamping of R 30 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
Mafikeng (SOPA)
Lowe main building R 9,5 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
Fencing of Head R 3,5 million 01/11/2012 01/12/2012 15/01/2013 | Head Office
Office
Old parliament R 22, 5 million | 02/01/2013 01/02/2013 12/03/2013 | Head Office
building phase 3
Rehabilitation at Head | R 10 million 15/10/2012 15/11/2012 15/01/2013 | Head Office
Office
Rehabilitation of R 17 million 15/10/2012 15/11/2012 15/01/2013 | Head Office
Convention Center
National Key Points R35 million 15/10/2012 15/11/2012 15/01/2013 | Head Office
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NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Annual Financial Statements for the year ended 31 March 2012

Report of the Provincial Audit Committee

We are pleased to present our report for the financial year ended 31 March 2012.

Audit Committee Members and Attendance

The Audit Committee consists of the members listed hereunder and should meet at least four
times per annum as the Central Audit Committee and also at least four times per annum as the
Cluster Audit Committee as per its approved terms of reference. During the current year four
meetings were held by the Central Audit Committee and five meetings were held by the Cluster
Audit Committee.

Central Audit Committee

Scheduled

Meetings Special Meetings
Name Role Held | Attended | Held Attended
Mr M Mohohlo Chairperson 4 4 2 2
Mr P Mnisi Deputy Chairperson 4 4 2 2
Ms P Mzizi External Member 4 4 2 2
Ms N Mtebele External Member 4 3 2 2
Mr P Zwane External Member 4 4 2 2
Mr JNT Mohlala Ex Officio Member 4 1 2 0
Mr G Paul Ex Officio Member 4 4 2 0

Cluster Audit Committee
Scheduled Meetings

Name Role Held Attended
Mr P Zwane Chairperson 5 4
Mr A Mahlatuye External Member 5 5
Mr M Mohohlo* External Member 5 2
Ms N Mtebele* External Member 5 1
Ms M Kgomo Internal Member 5 2
Dr A Robinson Internal Member 5 4

*Co opted for specific meetings
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Audit Committee Responsibility

The Audit Committee reports that it has complied with its responsibilities arising from section
38(1) (a) of the PFMA and Treasury Regulation 3.1

The Audit Committee also reports that it has adopted appropriate formal terms of reference as
its charter, has regulated its affairs in compliance with this charter and has discharged all its
responsibilities as contained therein.

The effectiveness of internal control

The system of internal control and risk management was not effective for the year under review.
Material deficiencies in the system of internal control were reported by the internal auditors and
the Auditor General South Africa (AGSA). As highlighted in various reports issued by the Audit
Committee in terms of Treasury Regulation 3.1.15, the Committee is of the opinion that in order
to have a meaningful impact the following is urgently required:

e A comprehensive credible turnaround intervention is needed in the Department. The
intervention should have the required support in order to ensure the successful outcome
thereof.

e Furthermore the situation at the Department is so critical that additional personnel will be
required to provide a critical mass of intervention in order to make a meaningful impact
and turn the Department around.

e An approved departmental organizational structure aligned to the mandate of the
Department is needed urgently. This should be augmented by recruitment and other

processes to ensure that the required skills and competencies are present in the
Department.

Based on the quarterly reviews performed, the departmental fraud and risk management system
is inadequate and ineffective. Furthermore an appropriate risk management strategy should be
formulated, approved and implemented. This should be an input to determine the skills
required of managers and staff to improve controls and to manage risks.

The Committee is not satisfied with internal controls regarding the preparation and compilation
of the Annual Financial Statements.
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evaluation of Financial Statements

The Audit Committee has:

e reviewed and discussed the audited Annual Financial Statements to be included in the
annual report, with the AGSA and Accounting officer;

e reviewed the AGSA audit and management report and management’s response thereto,

e evaluated the Annual Financial Statement for the consistent application of accounting
policies and practices;

During the year under review, material deficiencies in compliance with laws and regulations
were reported by the internal auditors. This has also been highlighted by the AGSA in the
management and audit reports of the department at year end.

The Committee remains concerned with the submission and quality of interim financial
statements prepared by the Depariment.

The Audit Committee concurs and accepts the AGSA conclusions on the annual financial
statements, and is of the opinion that the audited annual financial statements be accepted and
read together with the report of the AGSA.

Internal Audit

The Audit Committee is satisfied that the Internal Audit function operated effectively during the
year under review. However owing to a high vacancy rate the approved audit plan could not
cover all relevant departmental risks. The Audit Committee also notes that the deficiencies in
risk management mentioned above impact on the adequate implementation of the risk based

audit approach.

Auditor General South Africa

The Audit Committee will meet with the Auditor General South Africa to ensure that there are no

V.
. —

unresolved issues.
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Report of the Accounting Officer

1. GENERAL REVIEW OF THE STATE OF FINANCIAL AFFAIRS

The Department continued to contribute to the improvement of the Province’s economic competitiveness
through the provision of safer public transport and sustained investment in physical public and roads
infrastructure. The Department was faced with various challenges however, i.e. the fast deterioration
of the road network, insufficient budget allocation, inadequate technical expertise and increasing fuel
prices in the case of Government pool vehicles.

The Department persevered to, under severe pressure of limited funding, deliver on its core. The
Department was able to formalize the function of the provision of scholar transport that was previously
inherited from the Department of Education and the number of jobs created through the Expanded Public
Works Programme, (EPWP) increased as part of our commitment to eradicate poverty.

1.1 Important policy decisions and strategic issues facing the department
Some of the issues are carried over from the previous years.

Lack of specialised professional staff in engineering, transportation and other skilled
professions.

Continuous funding of subsidised transport with the equitable share portion of the provincial
budget.

Inability to meet the cost of providing/sustaining the existing commuter operations and
extension of the scholar transport operations to adequately address the needs.
Implementation of integrated subsidized transport to accommodate the emerging taxi industry.
Underfunding for infrastructure development and maintenance of existing assets.

Retention of technical capacity.

Cash flow problems, incapacity and poor performance by contractors.

The greater percentage of provincial state-owned properties in rural areas or on state land
under the jurisdiction of communities does not have individual title deeds.

Some properties in urban areas never had title deeds. The National Department of Public
Works has indicated that a process will be implemented to transfer those properties to the
National Government.

Some properties were never surveyed and do not have approved diagrams. In 2011/12 the
Department appointed surveyors to undertake this task but the process is not yet finalized.
An alternative funding arrangement is required to support the rehabilitation and maintenance
of the provincial roads network.

1.2 Comment on significant events that have taken place during the year

The following significant events took place during the year under review:

A substantive Head of Department was appointed and this will stabilize the operations of the
Department and provide the required leadership and oversight.

The following senior managers were suspended in the period under review: Chief Financial
Officer, Chief Director: Public Works Infrastructure, Chief Director: Transport Operations and
the Director: Supply Chain Management. This posed a challenge in respect of the vacuum it
left in management.

As part of the turnaround strategy that was implemented in the year under review, the services
of PricewaterhouseCoopers were contracted to assist with the clearing of audit findings,
implementation of proper financial controls and general improvement in financial management.
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*  With regards to the Lichtenburg-Koster roads project, it can be reported that Phase 1 has
been completed. Phase 2 was impacted by legal proceedings.

1.3 Comment on major projects undertaken or completed during the year

The Department was able to achieve the following outputs in respect of construction and maintenance
of public infrastructure:
» 5 projects were completed within prescribed time and budget.
* 15 maintenance projects have been completed.
« 15 contractors were developed through the Emerging Contractor Development Programme
(ECDP).

The Department was able to achieve the following outputs in respect of construction and maintenance
of transport infrastructure:

* 153898.88 square meters of blacktop patching on surfaced roads were completed.

*  72430.9 km of gravel roads were bladed

* 263.41 km of gravel roads patching was completed.

+ 1074.3 km of gravel shoulders (surfaced roads) were bladed

The Department contributed to the revitalization of the capital city of the Province through the rehabili-
tation of certain strategic streets.

The Department was able to achieve the following outputs in respect of transport operations:
of transport infrastructure:
* 753 bicycles were distributed to learners as follows:
o 411 bicycles to 6 schools in the Ngaka Modiri Molema District Municipality,
o 100 bicycles to 3 schools in Bojanala District Municipality,
0 64 bicycles to 4 schools in Dr Ruth Segomotsi Mompati District Municipality,
o 178 bicycles to 4 schools in Dr Kenneth Kaunda District Municipality,
e 27,750,769 commuter passengers were subsidised and transported,
* 125 learner scholar transport operators were subsidised,
* 34 430 learners were subsidised and transported,
. 13181 operator licenses were issued,
+  The Provincial Regulatory Entity (PRE) Committee members were appointed and PRE is fully
functional.
In line with the Department’s “Bringing aviation to the people” campaign, three (3) students from destitute
backgrounds have been enrolled in the aviation training programme to qualify as pilots.

1.4 Spending trends

1.4.1 Reasons for under spending.

In the financial year under audit the Department received an adjusted budget allocation of R2 890 404
000 which consists of the equitable share and National Conditional grants. The actual spending was

84% of the allocated budget, which translates to R2 425 648 000 in monetary value.

The bulk of the under-spending of 16% relates to the building infrastructure and road maintenance
programmes.
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1.4.2

1.4.2

143

144

1.4.5

1.5

1.6

1.7

1.8

Programme 1: Administration — 83,3%

The under-spending was a result of the delay in the renewal of the office furniture and domestic
equipment term contract.

Programme 2: Public Works — 91,7%

The under-spending was a result of the inaccurate tax invoices and delays by Local Municipalities
to invoice the Department for rates and taxes.

Due to the lack of technical staff, the finalization of some submissions to the Departmental Bid
Adjudication Committee were delayed, hence late implementation and under-spending on certain
projects.

Programme 3: Transport Infrastructure — 71,9%

The National Department of Transport did not approve the revised business plan for the roads
maintenance projects which resulted in the under-spending.

Programme 4: Transport Operations — 94,8%

The Department was unable to process all the payments for commuter and learner transport
operations due to late submission of invoices by transport operators.

Programme 5: Community Based Programme — 63,6%

The non-approval of the roads maintenance projects also impacted this Programme as the non-
implementation of projects impacted on achievement of job creation targets. The Department
further did not satisfy the requirements for claiming the EPWP Incentive Grant.

Virement

In terms of section 43 (1) of the Public Finance Management Act, 1999, the Department applied
and received the Provincial Treasury’s approval for a virement to the amount of R54 million for
scholar transport from non-core activities under Programmes 2 and 3.

Unauthorized Expenditure

The Department received condonement from Provincial Treasury for an amount of R500 million
to clear the unauthorized expenditure inherited from the former Departments of Transport and of
Public Works.

Fruitless and Wasteful Expenditure

The Department incurred fruitless and wasteful expenditure of R3,4 million due to late payment
of service providers (in lieu of interest charged by service providers in respect of late payments).

Irregular Expenditure

Due to lack of compliance with procurement procedures, the Department incurred irregular
expenditure amounting to R410 million in the financial year under review.
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2. SERVICES RENDERED BY THE DEPARTMENT

2.1. Administration

The Programme provides political leadership and management support within the Department and also
accounts for management of public funds as well as the human resource management and integrated
planning support services.

2.2 Public Works

The Programme is responsible for provincial infrastructure development, facilities management and
district operations.

2.3 Transport Infrastructure
The Programme provides roads infrastructure planning, design, development and maintenance services.
2.4 Transport Operations

The Programme in responsible for an effective, efficient, accessible, affordable, safe and integrated
passenger transport system that is economically viable and with a rural bias.

2.5 Community-Based Programme (EPWP)

This programme coordinates and monitors the Expanded Public Works Programme in the Department
and Province.

3. TARIFF POLICY

Most of the departmental revenue tariffs are determined by the approval of National and Provincial
Treasuries and the National Department of Transport.

The bulk of the Department’s revenue is internally sourced from kilometer monies. The revision of
kilometer money tariffs was requested from the Provincial Treasury. However, approval was still awaited
by the reporting date.

4. FREE SERVICES

The Department did not provide any of its revenue-generating services free of charge.

5. CAPACITY CONSTRAINTS

As previously reported, the development of infrastructure in the North West Province depends on this
Department and lack of technical capacity to execute its responsibility has shown a negative impact to
the service delivery and the ownership of the functions.

The critical areas of staff shortage which the Department is in the process of addressing are engineers,
technicians, artisans, transport economists and transport planners. This has resulted in the Department
relying on external service providers.

6. UTILISATION OF DONOR FUNDS
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The Department did not directly or indirectly receive any donor funding.

7. TRADING ENTITIES AND PUBLIC ENTITIES

No trading entities or public entities reports to the Department.

8. ORGANIZATIONS THAT BENEFITTED FROM TRANSFER PAYMENTS BY THE DEPARTMENT

The Department has under this economic classification accommodated various categories of benefi-

ciaries as stated below.

8.1

Financial Assistance to North West Taxi Councils

No financial assistance was provided to Taxi Councils in the year under review.

8.2 Bus Subsidies

8.2.1 Commuter Bus Subsidies

* Amarosa Trading (Pty) Ltd
+ Atamelang Bus Transport

* Bojanala Bus Transport

e  Phumatra Transport

8.2.2 Scholar Transport

NAMES OF SCHOLAR TRANSPORT OPERATORS

1. Amawakawaka Projects

28. Jabulani Transport Services

55. Ndakes Cleaning Services
Business Enterprise

B Kanjee

29.Jetvest 1168CC t/a Tirisano
Learner Transport

56. Neosoul Promotions CC

Bahurutshe Civils

30. Kaparelo Trading Enterprise

57. Nomdiba & Tutuse Road
Construction

Bheka Mzanzi

31. Karabile Trading & Projects

58. Nomzano Project Managers
CC

Blaizepoint Trading 245

32. KBN Transport & Projects

59. NW Move Transport and
Logistics Management

o g A w N

Blue Anchor Construction
and Projects

33. Kerabile Construction and
Projects

60. OB & KM Transport & Trading
Services

7. Boikgaitsadi NW
Facilitators CC

34. Keduetse Trading Enterprise
and Dithunyeng JV

61. Panyaza Transport Services

8. Bokamoso Passenger

35. Kenlet Educational Projects

62. Phehella Trading & Projects

Services
9. Bomolemo Carrier's and 36. Keorapetse Moteke Transport | 63. Proleb Transport & Projects
Projects CC Service CC

10.Bondie Trading Enterprise

37. Ke Tshimlogo Trading CC

64. PS Molefe

11. Dipico Mining
Construction

38. Khalushi Holdings

65. Rakgeng Jansen Legodi
Scholar Transport

12.David Sekgobela and
Associates t/a Esro
Coaches

39. Koa and Gomolemo
Construction

66. Reka Trade 1002
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NAMES OF SCHOLAR TRANSPORT OPERATORS

13. Dinkebogile Transport
Services

40. Lapeng Invest 120

67. Rethusitse Gape JV Emang
Mmogo Trading

14.Dintwe Transport
Services and Tours

41. Lebka Trading Enterprise CC

68. R.I. Mako Trading Enterprise

15. Dira Tiro Trading

42. Lematshe Distribution
Services

69. RPH Projects

16. Distinctive Choice 1256
CC t/a Tuva Coaches

43. Lerato Designer CC

70. Selemele-Kobamelo JV
Kemong Transport

17.Don n Map Goods and
Transportation

44. Mabeleng Transport Services

71. Shaza Distributors

18.E Voorby t/a Eddie Tours

45. Maczola Tours CC

72. Tau More Transport & Tours

19.E.J.S. Buses and Tours

46. Magogodi Transport Services

73. Temoso Trading 207

20.Elmogeo General Trading

47. Malebelela Trading
Enterprise

74. Texas Pride Trading
Enterprise

21.Eltof Trading and
Development CC

48. MAN Moroko Alocious
Nthusang Trading Enterprise CC

75. Thito Supplier and Projects

22.Envirolink Consultants

49. MDL Trading CC

76. Thusang Bana Transport
Services CC

23.Finito Properties and
Logistics

50. Micosa Transport and
Property Development

77. Tidimatso Construction &
Transport CC

24.Gaabue Tours

51. Moroko Wa Bjala Trading
Enterprise

78. Tiisang Business Trading

25.GKMN Transport

52. Moteja Trading Enterprise CC

79. Tlhago-Nature Travellers CC

26.lan Vukuzenzele
Transport & Projects

53. MP2 Trading Enterprise

80. Tlhoraboroko Business
Trading

27.lghawe Resources

54. Nage Trading Enterprise

81. Tsoga Oitirele Filling Station
CC/ ENR business Enterprise CC
JV Tsetse Village

82. Vision 11 Transport t/a Thuto
Ke Lesedi Transport

83. Zack's business Enterprise

Month-to-month contracts

1. AAU's Transport 11. Mantella Trading 624 CC 21. SL Pretorius

2. Alberts JS 12. Mokwatsi Transport & Project | 22. Seoke Transport

3. CMM Trading 13. Motshidisi's Tours 23. Tau More

4. J.M. Mpolokeng 14. Nage Trading Enterprise 24. Thlora Boroko Transport

5. Keaikitse Trading Project | 15. Phanyane Bus Services 25. TJ Sedumedi Trading CC

6. Kemong Transportation 16. Re-Kgonne Transport & 26. Tolomane and Sons Trading
and Projects Projects Enterprise

7. Kge Masia 17. Rekopile Transport CC

8. Letsopa Transport 18. SD Ntaolang Transport
Service CC

9. Liso Business Enterprise
CC

19. Seatlholo and Family
Transport

10.Magogodi Transport
Services

20. Sephiro Transport and
Projects
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8.4 Municipalities

The Department has in the financial year under audit continued with payment for rates and taxes to
various Local Municipalities. The payments were made after receipt of invoices submitted to the
Department by 15 (fifteen) of the following Municipalities for 1394 properties:

. Kgetleng River

. Madibeng

. Moses Kotane

. Rustenburg

. Maquassi Hills

. City of Matlosana

. Tlokwe

. Ventersdorp

. Mamusa

. Greater Taung

. Naledi

. Mafikeng

. Tswaing

. Ramotshere Moiloa
. Ditsobotla

9. PUBLIC PRIVATE PARTNERSHIPS (PPP)

The Department did not enter into any PPP arrangement in the financial year under audit.

10. CORPORATE GOVERNMENT ARRANGEMENTS

The Department has established a Risk Management and Internal Control Unit to facilitate and maintain
a system of internal control over its financial activities and the safeguarding of state assets. A Risk
Management Committee has been established and is operational.

The full disclosure of all interests held by senior managers is compulsory in terms of Public Service
Commission requirements.

1. DISCONTINUED ACTIVITIES/ACTIVITIES TO BE DISCONTINUED

There were no activities that were discontinued during the year under audit.

12. NEW/PROPOSED ACTIVITIES

None.

13. ASSET MANAGEMENT

One of the focus areas of the turnaround strategy was the review and verification of the assets, i.e. white
fleet, yellow fleet and other movable assets.

Significant discrepancies were found between the registers and the Walker Asset Management System.
The reconciliation has been completed and the process of investigating the cause and content of material
differences will commence in the 2012/13 financial year.
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13.1 Title Deeds

The National Department of Public Works will initiate a process of transferring all properties where the
Provincial Department does not have vested rights, to the national balance sheet.

14. INVENTORIES

As at the end of the period under review (31 March 2012) the value on hand amounted to R66,496
million.

15. EVENTS AFTER THE REPORTING DATE

None

16. INFORMATION ON PREDETERMINED OBJECTIVES

The Departmental Strategic Plan and the Annual Performance Plan were been prepared in line with
National Treasury framework. Quarterly reports on actual performance of the programmes have been
submitted and presented to the Member of the Executive Council and Departmental Senior Management
Committee for further discussion and amendments where necessary. In addition, the Department
continued using the reporting template format which was developed to evaluate the performance of
senior managers including the Districts on a monthly and quarterly basis.

Other additional performance monitoring reports used by the Department are: In-Year Monitoring Report
(IYM), Infrastructure Reporting Model (IRM), Quarterly Performance Report (QPR), Performance Report
(QPR) and Cluster Management reports (CMR).

The budget appropriation was done in line with the PFMA and Treasury Regulations and was tabled in
line with Annual Performance Plan.

17. SCOPA RESOLUTIONS

The disclaimer was the result of significant findings in the following areas:

- Irregular expenditure

- Immovable and movable assets
- Commitments

- Contingent liabilities

- Accruals

- Receivables

- Transfer payments

As part of the turnaround strategy, PwC was contracted to review and address where possible the
shortcomings as identified.

Below is a summarized progress report:
171 Immovable Assets — Properties/Buildings

. Provided the Department with an updated asset register for buildings;
. Prepared the note to the financial statements for 2011/12;
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. Prepared a breakdown of properties with title deeds and those without title deeds.

Significant Issues

The Department is continuing the process of physically verifying all properties — anticipated completion
date 30 June 2012. This is not likely to have a material impact on the financial statements. The purpose
is a final completeness exercise to update the new asset register which has just been acquired.

17.2 Immovable Assets — Roads
. Provided the Department with an updated asset register for roads;
. Prepared the note to the financial statements for 2011/12;

. Ensured that roads have been proclaimed or proclamation is implied in terms of legislation.

Significant Issues

A physical verification of roads was not practical and was thus not conducted by the Department.
17.3 Movable Assets — Furniture, Machinery, Equipment and Transport Assets

. Prepared a reconciliation of movable assets between the AFS and the Walker Register
/Fleet register and provided the following reports:

. List of assets that were physically verified;

. List of assets that were linked;

. List of assets found on the floor that did not appear on Walker; or the fleet register;

. List of assets that appeared in Walker/Fleet registers that were not found;

. Globular assets in the Walker register;

. Assets in the register that do not belong to locations in the Department;

. Non-assets in Walker;

. Prepared the note to the financial statements for 2011/12;

Significant Issues

. The Department was unable to complete the physical verification of the white fleet in time
for submission and as a result, the VMS and First Auto reports were utilised to determine
the completeness and existence of the white fleet.

. The Department was unable to complete the physical verification of the yellow fleet in time
for submission and as a result, the District confirmation of the yellow fleet was utilised to
determine the completeness and existence.

. The Department has been provided with a baseline to move forward — all reconciling items
need to be investigated and the Walker register updated with the results.

17.4 Contract/Commitment Register

The identification of commitments was conducted based on the information provided by the Department
and the work performed by PwC in their focus areas. Accordingly, it is not possible to state with a high
degree of confidence that all commitments have been accounted for.

PwC prepared a commitment register based on the following categories of contracts:

. Infrastructure contracts;
. Roads contracts;
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. Scholar transport contracts (incl bus subsidy) — both 5 year contracts and month-to-month
contracts;

. Labour Saving devices

. Mobile phone contracts;

. Property leases;

. Other administrative contracts, e.g.: security, vehicle maintenance, etc.

The following has been delivered:
. A contract register;
. A commitment register;
. Identification of operating leases and preparation of the disclosure note;
. Identification of finance leases and preparation of the disclosure note;

Significant Issues

Whilst PwC has prepared a contract and commitment register, the critical success factor in ensuring
that the same issues do not arise in the future is to maintain the momentum of updating these registers
on a regular basis.

17.5 Irregular Expenditure

. Provided a list of irregular expenditure incurred to 2010/2011 and determined the status
thereof i.e. condoned, written-off etc;

. Provided an updated irregular expenditure register to 31 March 2012;

. Prepared a file with supporting documentation for all 2011/2012 identified irregular
expenditure;

Significant Issues

. Using the irregular expenditure register provided as a baseline, the Department should
maintain and update this register on a regular basis;

. The Department should engage with Provincial Treasury on the manner in which to
condone these transactions.

18. EXEMPTIONS AND DEVIATIONS RECEIVED FROM THE NATIONAL TREASURY

None.

19. OTHER

19.1 Attorneys Trust Account

After several reminders and directives to pay back the R5 million that was deposited into the attorney’s
trust account, legal action was taken against the attorney who was previously used by the Department
in the forensic investigation on mismanagement of CAPEX funds.

19.2 Auctioneer

Legal action was instituted against the auctioneer who failed to deposit the monies collected from the
auction to the Department as per the existing service level agreement.




Report of the Accounting Officer for the year ended 31 March 2012

20. APPROVAL

The Annual Financial Statements set out on pages 112-162 have been approved by the Accounting
Officer.

M:’

MR T MAKHETHA
HEAD OF DEPARTMENT

DATE: 30 MAY 2012
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Auditing to build public confidence

REPORT OF THE AUDITOR-GENERAL TO THE NORTH WEST PROVINCIAL
LEGISLATURE ON VOTE NO.11: DEPARTMENT OF PUBLIC WORKS, ROADS AND
TRANSPORT

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1. | was engaged to audit the financial statements of the Department of Public Works, Roads
and Transport, which comprise the appropriation statement, the statement of financial
position as at 31 March 2012, the statements of financial performance, changes in net assets
and cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information, as set out on pages 112 to 162.

Accounting officer’s responsibility for the financial statements

2.  The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with the departmental financial reporting framework
prescribed by the National Treasury and the requirements of the Public Finance
Management Act of South Africa, 1999 (Act No. 1 of 1999) (PFMA) and the Division of
Revenue Act of South Africa, 2011 (Act No. 6 of 2011) (DoRA), and for such internal control
as the accounting officer determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor-General’s responsibility

3. My responsibility is to express an opinion on the financial statements based on conducting
the audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004)
(PAA), the General Notice issued in terms thereof and International Standards on Auditing.
Because of the matters described in the basis for disclaimer of opinion paragraphs, however,
| was unable to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion.

Basis for disclaimer of opinion
Irregular expenditure

4. | was unable to obtain sufficient appropriate audit evidence to confirm if payments of
R789 476 591 was made in terms of the supply chain management requirements due to the
absence of a contract management system. In addition, sufficient appropriate audit evidence
was not available for the amounts disclosed as irregular expenditure of R1 781 042 000
(2011: R500 438 000) in note 23 to the financial statements. | was unable to confirm the
completeness, existence, valuation and rights for irregular expenditure by alternative means.
Consequently | was unable to determine whether any adjustments were necessary to the
amount disclosed for irregular expenditure.

Immovable tangible capital assets

5. | was unable to obtain sufficient appropriate audit evidence for immovable tangible capital
assets of R20 239 907 000 (2011: R19 931 327 000) disclosed in note 28 to the financial
statements due to the unavailability of contractual agreements, title deeds, reconciliations,
road proclamations and lack of details in the immovable asset registers. Moreover, | was
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unable to physically verify these assets through alternative means. | was unable to confirm
the completeness, existence, rights and valuation of immovable tangible capital assets by
alternative means. Consequently | was unable to determine whether any adjustment relating
to immovable tangible capital assets in the financial statements was necessary.

Movable tangible capital assets

6.

The department did not have an adequate movable tangible capital asset management
system in place to be able to verify movable tangible assets. Furthermore, due to of lack of
sufficient reconciliations and supporting documentation it was not possible to substantiate
movable tangible capital assets of R315 818 257. | was unable to confirm the completeness,
existence, rights and valuation of movable tangible capital assets of R810 553 000 (2011:
R766 191 000) included in note 27 to the financial statements by alternative means.
Consequently | was unable to determine whether any adjustment relating to movable
tangible assets in the financial statements was necessary.

Commitments

7.

The department did not have an adequate contract management system in place to record,
maintain and reconcile the commitments disclosed in note 18 to the financial statements.
Therefore, | was unable to confirm the existence, obligations, completeness and valuation
of commitments of R992 725 000 (2011: R3 781 259 000) by alternative means.
Consequently | was unable to determine whether any adjustment relating to commitments
was necessary.

Contingent liabilities

8.

During 2011, contingent liabilities were understated by R161 073 292. My audit opinion on
the financial statements for the period ended 31 March 2011 was modified accordingly. My
opinion on the current period’s financial statements is also modified because of the effect of
this matter on the comparability of the current period’s figure.

Contingent liabilities was overstated by R4 092 995 due to claims incorrectly recorded in
the contingent liability register. In addition we were unable to obtain sufficient appropriate
audit evidence for claims to the amount of R64 696 472 included in contingent liabilities of
R298 168 000 as disclosed in note 17 the financial statements. Furthermore, | was unable
to confirm the completeness of contingent liabilities due the fact that it was impracticable to
quantify the resulting misstatement from projects which were prematurely terminated. | was
also unable to confirm the completeness, existence, valuation and obligation of contingent
liabilities by alternative means. Consequently | was unable to determine whether any
adjustment relating to contingent liabilities was necessary.

Accruals

10.

The department did not have adequate systems in place to maintain records of accounts
payable for goods and services received but not yet paid for, which resulted in accruals
disclosed in note 19 to the financial statements being understated by R10 601 813. In
addition, | was unable to confirm the completeness of accruals due the fact that it was
impracticable to quantify the resulting misstatement from projects which were prematurely
terminated and the impact of a high court interdict over the delayed auction of a state-owned
property. Consequently | was unable to determine whether any furtherr adjustments were
necessary to the amount disclosed for accounts payable.

Receivables for departmental revenue

1.

Receivables for departmental revenue is overstated by R23 968 000 due to confirmed
interdepartmental claims of R11 194 000 included as receivables instead receivables for
departmental revenue and unconfirmed interdepartmental claims of R35 162 000 incorrectly
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included as receivables for departmental revenue. In addition, | was unable to obtain
sufficient appropriate audit evidence for receivables for departmental revenue of R55 231
000 disclosed in note 22 to the financial statements. Consequently | was unable to determine
whether any further adjustments were necessary to the amount disclosed for receivables
for departmental revenue.

12. During 2011 receivables for departmental revenue were understated by R21 166 396 due
to service charges relating to the usage of vehicles by other departments, not being disclosed
as receivables for departmental revenue. My audit opinion on the financial statements for
the period ended 31 March 2011 was modified accordingly. My opinion on the current
period’s financial statements is also modified because of the effect of this matter on the
comparability of the current period’s figure.

Transfer payments

13. | was unable to obtain sufficient appropriate audit evidence for the completeness,
occurrence, accuracy, classification and cut-off of transfers payments made to public
corporations and private enterprises of R628 497 000 (2011: R530 986 000) disclosed in
note 6 to the financial statements. | was unable to confirm the transfer payments by
alternative means. Consequently | was unable to determine whether any adjustment relating
to transfer payments in the financial statements was necessary.

Goods and services

14. Other operating expenditure included in note 4 to the financial statements are overstated by
R52 623 720 while operating payments and training are understated by R52 522 048 due
the incorrect classification of other operating expenditure. In addition, sufficient appropriate
audit evidence was not available for expenditure transactions of R41 871 989 included in
goods and services due to the absence of supporting documentation. Consequently | was
unable to determine whether any further adjustments were necessary to goods and services
of R664 979 000 included in note 4 to the financial statements.

Fruitless and wasteful expenditure

15. Fruitless and wasteful expenditure is understated by R11 222 220 due to staff being
suspended. In addition, | was unable to confirm the completeness of fruitless and wasteful
expenditure of R14 365 000 as disclosed in note 24 to the financial statements due the fact
that it was impracticable to quantify the resulting misstatement from projects which were
prematurely terminated and the impact of a high court interdict over the delayed auction of
a state-owned property. Consequently | was unable to determine whether any further
adjustments were necessary to the amount disclosed for fruitless and wasteful expenditure.

Cash flow statement

16. | was unable to obtain sufficient appropriate audit evidence for R25 993 000, disclosed as
other non-cash items in the corresponding figures of note 15 to the financial statements. |
was unable to confirm this amount by alternative means. Consequently | was unable to
determine whether any adjustments to the net cash flow generated by operating activities
corresponding figure were necessary.

Disclaimer of opinion

17. Because of the significance of the matters described in the basis for disclaimer of opinion
paragraphs, | have not been able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion. Accordingly, | do not express an opinion on the financial
statements.
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Emphasis of matters

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

Material under spending of the budget

19. The Department of Public Works, Roads and Transport have materially under spent its
budget. At the date of this report, under spending amounted to R464 756 000 and no
satisfactory explanation was provided. This under spending relates to projects which were
suspended during the financial year.

Contingent liabilities, commitments and accruals

20. As disclosed in note 17 contingent liabilities, note 18 commitments and note 19 accruals of
the financial statements, the department is exposed to liabilities and potential liabilities of
R1 414 254 000. This represents 49% of the annual appropriation for 2013.

Additional matter

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

Unaudited supplementary schedules

22. The supplementary information as set out on pages 163 to 175 does not form part of the
financial statements and is presented as additional information. | have not audited these
annexures and, accordingly, | do not express an opinion thereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

23. In accordance with the PAA and the General Notice issued in terms thereof, | report the
following findings relevant to performance against predetermined objectives, compliance
with laws and regulations and internal control, but not for the purpose of expressing an
opinion.

Predetermined objectives

24. | performed procedures to obtain evidence about the usefulness and reliability of the
information in the annual performance report as set out on pages 20 to 86 of the annual
report.

25. The reported performance against predetermined objectives was evaluated against the
overall criteria of usefulness and reliability. The usefulness of information in the annual
performance report relates to whether it is presented in accordance with the National
Treasury annual reporting principles and whether the reported performance is consistent
with the planned objectives. The usefulness of information further relates to whether
indicators and targets are measurable (i.e. well defined, verifiable, specific, measurable and
time bound) and relevant as required by the National Treasury Framework for managing
programme performance information (FMPPI).

26. The reliability of the information in respect of the selected programmes is assessed to
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and
complete).

27. The material findings are as follows:

Usefulness of information

28. A total of 44% of major variances between planned and actual achievements were not
explained in the annual performance report for the year under review as per the National
Treasury annual report preparation guide for the public works and community based
programmes. This was due to a lack of documented and approved internal policies and
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procedures to address reporting processes and events pertaining to performance
management and reporting.

Reliability of information

29. The National Treasury FMPPI requires that processes and systems which produce the
indicators should be verifiable. | was unable to obtain all the information and explanations |
considered necessary to satisfy myself as to the validity of the actual reported performance
relevant to 33% of Public works infrastructure, Transport infrastructure, Transport operations
and Community. This was due to limitations placed on the scope of my work due to the
absence of information systems.

Achievement of planned targets

30. Of the total number of planned targets, only 65 were achieved during the year under review.
This represents 22% of total planned targets that were not achieved during the year under
review. This was due to under spending of the conditional grant relevant to the programmes.

Compliance with laws and regulations

31. | performed procedures to obtain evidence that the department has complied with applicable
laws and regulations regarding financial matters, financial management and other related
matters. My findings on material non-compliance with specific matters in key applicable laws
and regulations as set out in the General Notice issued in terms of the PAA are as follows:

Strategic planning and performance management

32. The accounting officer did not ensure that the department had and maintained an effective,
efficient and transparent system of internal control regarding performance management,
which described and represented how the department's processes of performance planning,
monitoring, measurement, review and reporting were conducted, organised and managed
as required by section 38(1)(a)(i) and (b) of the PFMA.

Annual financial statements

33. 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)(b) of the PFMA. Material misstatements identified by the auditors
in the submitted financial statements were not adequately corrected and the supporting
records could not be provided subsequently, which resulted in the financial statements
receiving a disclaimer audit opinion

34. The MEC of North West Public Works, Roads and Transport did not table the 2011 annual
report in the provincial legislature within one month after the accounting officer received the
audit report, as required by section 65(1)(a) of the PFMA.

35. The MEC of North West Public Works, Roads and Transport did not table a written
explanation in the provincial legislature setting out the reasons why the 2011 annual report
were not tabled within six months after the end of the financial year, as required by section
65(2)(a) of the PFMA.

36. The annual report for the year under review does not include information on the compliance
by the department with the DoRA and the conditions of the allocation for the grants received
provided for in the grant framework, and the steps taken to deal with identified non-
compliance with the DoRA and the conditions of the allocation the grant received provided
for in the grant framework as required by section 13(4) of the DoRA.

37. The annual report for the year under review does not include the audit committee's
comments on the effectiveness of internal control, the quality of in-year management and
monthly reports submitted in terms of the PFMA and the DoRA and their evaluation of the
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annual financial statements, as required by Treasury Regulations 3.1.13 and 18.3.1(g).

Asset and liabilities

38.

Proper control systems to safeguard and maintain assets were not implemented, as required
by section 38(1)(d) of the PFMA and Treasury Regulation 10.1.1(a).

Revenue management

39.

40.

Immovable state property was sold at below mark-related values in contravention of Treasury
Regulation 16A.7.3.

Sufficient appropriate audit evidence could not be obtained that immovable state property
was let at market-related tariffs, as required by Treasury Regulation 16A.7.4.

Procurement and contract management

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

Sufficient appropriate audit evidence could not be obtained that goods and services with a
transaction value below R500 000 were procured by means of obtaining the required price
quotations, as required by Treasury Regulation 16A.6.1.

Goods and services of a transaction value above R500 000 were procured without inviting
competitive bids, as required by Treasury Regulations 16A.6.1.

Bid adjudication was not always done by committees which was composed in accordance
with the policies of the department, as required by Treasury Regulations 16A.6.2(b) and (c).

Contracts were awarded to bidders who did not submit a declaration of past supply chain
practices such as fraud, abuse of SCM system and non-performance, which is prescribed
in order to comply with Treasury regulation 16A.9.1.

Sufficient appropriate audit evidence could not be obtained that all extension or modification
to contracts were approved by a properly delegated official as required by Treasury
Regulation 8.2.

Contracts and quotations were awarded to suppliers whose tax matters had not been
declared by the South African Revenue Services to be in order as required by Treasury
Regulations 16A.9.1(d) and the Preferential Procurement Regulations.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations
were awarded to bidders based on points given for criteria that were stipulated in the original
invitation for bidding and quotations, as required by Treasury Regulations 16A.6.3(b) and
Preferential Procurement Regulations.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations
were awarded to suppliers based on preference points that were allocated and calculated
in accordance with the requirements of the Preferential Procurement Policy Framework Act
and its regulations.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations
were awarded to bidders that scored the highest points in the evaluation process as required
by section 2(1)(f) of Preferential Procurement Policy Framework Act.

Contracts and quotations were awarded to bidders who did not submit a declaration on
whether they are employed by the state or connected to any person employed by the state,
which is prescribed in order to comply with Treasury regulation 16A.8.3.

Sufficient appropriate audit evidence could not be obtained that all contracts and/or
quotations were awarded in accordance with the legislative requirements as information was
not submitted for audit purposes.
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Expenditure management

52.

53.

54.

The accounting officer did not take effective steps to prevent irregular and fruitless and
wasteful expenditure, as required by section 38(1)(c)(ii) of the PFMA and Treasury
Regulation 9.1.1.

Effective and appropriate disciplinary steps were not taken against officials who made and/or
permitted unauthorised and irregular expenditure, as required by section 38(1)(h)(iii) of the
PFMA and Treasury Regulation 9.1.3.

Contractual obligations and money owed by the Department of Public Works, Roads and
Transport were not settled within 30 days or an agreed period, as required by section 38(1)(f)
of the PFMA and Treasury Regulation 8.2.3.

HR management

55.

56.

57.

58.

59.

60.

61.

62.

Employees were appointed without following a proper process to verify the claims made in
their applications in contravention of Public Service Regulation 1/VII/D.8.

Sufficient appropriate audit evidence could not be obtained that the sick leave taken by
employees were recorded accurately and in full as required by Public Service Regulation
1/VIF(b).

Sufficient appropriate audit evidence could not be obtained that the accounting officer
implemented effective measures to ensure that employees do not abuse sick leave, as
required by Public Service Regulation 1/V/F(c).

Employees received overtime compensation in excess of 30% of their monthly salaries, in
contravention of Public Service Regulation 1/V/D.2(d).

Employees were compensated for overtime work which was not approved in advance as
required by Public Service Regulation1/V/D.2(c).

Funded vacant posts were not filled within 12 months as required by Public Service
Regulation 1/VII/C.1A.2.

All senior managers did not have signed performance agreements for the year under review
as required by Public Service Regulation 4/I11/B.1.

Persons in charge at pay points did not always certify that the employees receiving payment
were entitled thereto as required by TR 8.3.4.

Audit committee

63.

The audit committee did not review the adequacy, reliability and accuracy of the financial
information provided to management and other users, as required by Treasury Regulation
3.1.10(d).

Service delivery - Public works

64.

695.

66.

The department did not prepare a user immovable asset management plan, as required by
section 6(b) of the Government Immoveable Asset Management Act, Act No. 19 of 2007.

Sufficient appropriate audit evidence could not be obtained that the department implemented
processes and procedures to identify unused owned and leased buildings to prevent
ineffective and under utilisation of office and other accommodation.

Sufficient appropriate audit evidence could not be obtained that the appointed project
managers were registered with the South African Council for the Project and Construction
Management Professions, as required by sections 18(2) and 19 of the Project and
Construction Management Professions Act, Act No. 48 of 2000.
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Sufficient appropriate audit evidence could not be obtained that the department did not incur
additional costs on projects for unsatisfactory quality of construction work.

Sulfficient appropriate audit evidence could not be obtained that the department did not incur
additional costs for partially completed buildings that were demolished and rebuilt by another
contractor due to poor quality.

Sufficient appropriate audit evidence could not be obtained that the department did not incur
additional costs for the variations to the original plan prior to the variation being approved.

Internal control

| considered internal control relevant to my audit of the financial statements, the annual
performance report and compliance with laws and regulations. The matters reported below
under the fundamentals of internal control are limited to the significant deficiencies that
resulted in the basis for disclaimer of opinion, the findings on the performance report and
the findings on compliance with laws and regulations included in this report.

Leadership

The leadership did not exercise oversight over reporting and compliance with laws and
regulations and internal controls. No action plan was developed to assign responsibility within
timeframes to individual staff to address matters raised during the previous audit. Staff was
not held accountable for their actions and the department did not ensure that they have
adequate and sufficient skilled staff to support the department’s objectives. The department
also, did not have sufficient monitoring controls to ensure adherence to the internal policies
and procedures regarding predetermined objectives at a programme, as well as for purposes
of taking corrective action.

Financial and performance management

Proper record keeping policies and procedures should be implemented and monitored as
adequate record keeping and record management processes did not exist. This resulted in
basic information not being available on request which is also the underlying reason for the
department’s inability to compile accurate and complete interim financial statements.
Furthermore, the department does not have adequate systems in place to support the
department’s information needs, the monitoring and tracking of critical programmes and
objectives.

Governance

Despite the internal audit and the audit committee functioning during year, these structures
did not impact upon the procedures and operations of the department to resolve the matters
raised during the previous audit report.
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OTHER REPORTS

Investigation

74. Investigation into alleged irregularities regarding the transfer payments (bus-subsidies) are
still pending. The outcome of this investigation has not yet been issued at the date of this
report.

Performance audits

75. During the year under review, a performance audit was conducted on the Readiness of
Government to report on its performance. The focus of the audit is on how government
institutions are guided and assisted to report on their performance, as well as the systems
and processes that they have put in place. The audit is currently in the reporting phase and
the findings will be reported on in a separate report.
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Pretoria
31 July 2012

A UDITOR-GENERAL
SOUTH AFRICA
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Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Statement of Financial Performance
for the year ended 31 March 2012

Note
REVENUE
Annual appropriation 1
TOTAL REVENUE
EXPENDITURE
Current expenditure
Compensation of employees 3
Goods and services 4
Total current expenditure
Transfers and subsidies
Transfers and subsidies 6
Total transfers and subsidies
Expenditure for capital assets
Tangible capital assets 7
Total expenditure for capital assets
Payments for financial assets 5

TOTAL EXPENDITURE

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the year
Voted Funds

Annual appropriation
SURPLUS/(DEFICIT) FOR THE YEAR

2011/12 2010/11
R'000 R'000

2,890,404 2,657,393
2,890,404 2,657,393
609,671 564,968
664,979 602,339
1,274,650 1,167,307
765,234 615,747
765,234 615,747
385,764 741,542
385,764 741,542
- 113
2,425,648 2,524,709
464,756 132,684
464,756 132,684

464,756 | | 132,684 |
464,756 132,684




Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Statement of Financial Position
as at 31 March 2012

ASSETS

Current Assets
Unauthorised expenditure
Fruitless and wasteful expenditure
Cash and cash equivalents
Receivables

TOTAL ASSETS

LIABILITIES

Current Liabilities
Voted funds to be surrendered to the Revenue Fund

Departmental revenue and NRF Receipts to be surrendered
to the Revenue Fund
Payables

TOTAL LIABILITIES

NET ASSETS
Represented by:

TOTAL

Note

10
11

12

13
14

2011/12 2010/11
R'000 R'000

79,870 537,229

238 500,632

5,340 5,340

66,636 15,975

7,656 15,282

79,870 537,229

79,870 537,229

64,346 (88)

15,392 37,852

132 499,465

79,870 537,229




Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Cash Flow Statement
for the year ended 31 March 2012

2011/12 2010/11
Note R'000 R'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts 2,662,194 2,626,112
Annual appropriated funds received 1.1 2,489,994 2,502,657
Departmental revenue received 2 172,200 123,455
Net (increase)/ decrease in working capital 8,687 490,903
Surrendered to Revenue Fund (198,290) (97,205)
Current payments (1,274,650) (1,167,307)
Payments for financial assets - (113)
Transfers and subsidies paid (765,234) (615,747)
Net cash flow available from operating activities 15 432,707 1,236,643
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets 7 (385,764) (741,542)
Proceeds from sale of capital assets 2.4 3,718 5,288
Net cash flows from investing activities (382,046) (736,254)
CASH FLOWS FROM FINANCING ACTIVITIES
Distribution/dividend received - 6,314
Net cash flows from financing activities - 6,314
Net increase/ (decrease) in cash and cash equivalents 50,661 506,703
Cash and cash equivalents at beginning of period 15,975 (490,728)
Cash and cash equivalents at end of period 16 66,636 15,975




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2012

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. However, 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, Act
1 of 1999 (as amended by Act 29 of 1999), and the Treasury Regulations issued in terms of the Act and
the Division of Revenue Act, Act 1 of 2010.

1. Presentation of the Financial Statements

1.1 Basis of preparation
The Financial Statements have been prepared on a modified cash basis of accounting, except
where stated otherwise. The modified cash basis constitutes the cash basis of accounting supple-
mented with additional disclosure items. Under the cash basis of accounting transactions and
other events are recognised when cash is received or paid.

1.2 Presentation currency

All amounts have been presented in the currency of the South African Rand (R) which is also the
functional currency of the department.

1.3 Rounding

Unless otherwise stated all financial figures have been rounded to the nearest one thousand Rand
(R000).

1.4 Comparative figures

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.

1.5 Comparative figures - Appropriation Statement

A comparison between actual amounts and final appropriation per major classification of
expenditure is included in the Appropriation Statement.

2. Revenue
2.1 Appropriated funds

Appropriated funds comprises of departmental allocations as well as direct charges against
revenue fund.

Appropriated funds are recognised in the financial records on the date the appropriation becomes
effective. Adjustments made in terms of the adjustments budget process are recognised in the
financial records on the date the adjustments become effective.

Unexpended appropriated funds are surrendered to the Provincial Revenue Fund. Any amounts
owing to the Provincial Revenue Fund at the end of the financial year are recognised as payable




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2012

in the statement of financial position.
Any amount due from the Provincial Revenue Fund at the end of the financial year is recognised
as a receivable in the statement of financial position.

2.2 Departmental revenue

All departmental revenue is recognised in the statement of financial performance when received
and is subsequently paid into the Provincial Revenue Fund, unless stated otherwise.

Any amount owing to the Provincial Revenue Fund is recognised as a payable in the statement of
financial position.

No accrual is made for the amount receivable from the last receipt date to the end of the reporting
period. These amounts are however disclosed in the disclosure note to the annual financial
statements.

2.3 Direct Exchequer receipts / payments

All direct exchequer receipts are recognised in the statement of financial performance when the
cash is received and is subsequently paid into the Provincial Revenue Fund, unless stated
otherwise.

Any amount owing to the Provincial Revenue Funds at the end of the financial year is recognised
as a payable in the statement of financial position.

3. Expenditure
3.1 Compensation of employees
3.1.1 Salaries and wages

Salaries and wages are expensed in the statement of financial performance when the final authori-
sation for payment is effected on the system.

Other employee benefits that give rise to a present legal or constructive obligation are disclosed
in the disclosure notes to the financial statements at its face value and are not recognised in the
statement of financial performance or position.

Employee costs are capitalised to the cost of a capital project when an employee spends more
than 50% of his/her time on the project. These payments form part of expenditure for capital
assets in the statement of financial performance.

3.1.2 Social contributions
Employer contributions to post employment benefit plans in respect of current employees are
expensed in the statement of financial performance when the final authorisation for payment is
effected on the system (by no later than 31 March of each year).
No provision is made for retirement benefits in the financial statements of the department. Any
potential liabilities are disclosed in the financial statements of the National Revenue Fund and not

in the financial statements of the employer department.

Employer contributions made by the department for certain of its ex-employees (such as medical
benefits) are classified as transfers to households in the statement of financial performance.




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2012

3.2 Goods and services

Payments made during the year for goods and/or services are recognised as an expense in the
statement of financial performance when the final authorisation for payment is effected on the
system (by no later than 31 March of each year).

The expense is classified as capital if the goods and/or services were acquired for a capital project
or if the total purchase price exceeds the capitalisation threshold (currently R5, 000). All other
expenditures are classified as current.

Rental paid for the use of buildings or other fixed structures is classified as goods and services
and not as rent on land.

3.3 Interest and rent on land

Interest and rental payments are recognised as an expense in the statement of financial
performance when the final authorisation for payment is effected on the system (by no later than
31 March of each year). This item excludes rental for the use of buildings or other fixed structures.
If it is not possible to distinguish between payment for the use of land and the fixed structures on
it, the whole amount should be recorded under goods and services.

3.4 Payments for financial assets

Debts are written off when identified as irrecoverable. Debts written-off are limited to the amount
of savings and/or underspending of appropriated funds. The write off occurs at year-end or when
funds are available. No provision is made for irrecoverable amounts but an estimate is included
in the disclosure notes to the financial statements amounts.

All other losses are recognised when authorisation has been granted for the recognition thereof.
3.5 Transfers and subsidies

Transfers and subsidies are recognised as an expense when the final authorisation for payment
is effected on the system (by no later than 31 March of each year).

3.6 Unauthorised expenditure

When confirmed unauthorised expenditure is recognised as an asset in the statement of financial
position until such time as the expenditure is either approved by the relevant authority, recovered
from the responsible person or written off as irrecoverable in the statement of financial
performance.

Unauthorised expenditure approved with funding is derecognised from the statement of financial
position when the unauthorised expenditure is approved and the related funds are received.
Where the amount is approved without funding it is recognised as expenditure in the statement of
financial performance on the date of approval.

3.7 Fruitless and wasteful expenditure
Fruitless and wasteful expenditure is recognised as expenditure in the statement of financial
performance according to the nature of the payment and not as a separate line item on the face

of the statement. 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.




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
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3.8 Irregular expenditure

Irregular expenditure is recognised as expenditure in the statement of financial performance. If
the expenditure is not condoned by the relevant authority it is treated as an asset until it is
recovered or written off as irrecoverable.

4. Assets
4.1 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost.

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.

4.2 Other financial assets
Other financial assets are carried in the statement of financial position at cost.

4.3 Prepayments and advances
Amounts prepaid or advanced are recognised in the statement of financial position when the
payments are made and are derecognised as and when the goods and services are received or
the funds are utilised.
Prepayments and advances outstanding at the end of the year are carried in the statement of
financial position at cost.

4.4 Receivables
Receivables included in the statement of financial position arise from cash payments made that
are recoverable from another party (including departmental employees) and are derecognised
upon recovery or write off.
Receivables outstanding at year-end are carried in the statement of financial position at cost plus
any accrued interest. Amounts that are potentials irrecoverable are included in the disclosure
notes.

4.5 Investments
Capitalised investments are shown at cost in the statement of financial position.
Investments are tested for an impairment loss whenever events or changes in circumstances
indicate that the investment may be impaired. Any impairment loss is included in the disclosure
notes.

4.6 Loans
Loans are recognised in the statement of financial position when the cash is paid to the beneficiary.
Loans that are outstanding at year-end are carried in the statement of financial position at cost

plus accrued interest.
Amounts that are potentially irrecoverable are included in the disclosure notes.
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4.7

4.8

4.8.1

Inventory

Inventories that qualify for recognition must be initially reflected at cost. Where inventories are
acquired at no cost, or for nominal consideration, their cost shall be their fair value at the date of
acquisition.

All inventory items at year-end are reflected using the weighted average cost or FIFO cost formula.

Capital assets
Movable assets

Initial recognition

A capital asset is recorded on receipt of the item at cost. Cost of an asset is defined as the total
cost of acquisition. Where the cost cannot be determined accurately, the movable capital asset is
stated at fair value. Where fair value cannot be determined, the capital asset is included in the
asset register at R1.

All assets acquired prior to 1 April 2002 are included in the register R1.

Subsequent recognition

Subsequent expenditure of a capital nature is recorded in the statement of financial performance
as “expenditure for capital asset” and is capitalised in the asset register of the department on
completion of the project.

Repairs and maintenance is expensed as current “goods and services” in the statement of financial
performance.

4.8.2 Immovable assets

5.1

5.2

Initial recognition

A capital asset is recorded on receipt of the item at cost. Cost of an asset is defined as the total
cost of acquisition. Where the cost cannot be determined accurately, the immovable capital asset
is stated at R1 unless the fair value for the asset has been reliably estimated.

Subsequent recognition

Work-in-progress of a capital nature is recorded in the statement of financial performance as
“expenditure for capital asset”. On completion, the total cost of the project is included in the asset
register of the department that is accountable for the asset.

Repairs and maintenance is expensed as current “goods and services” in the statement of financial
performance.

Liabilities
Payables

Recognised payables mainly comprise of amounts owing to other governmental entities. These
payables are carried at cost in the statement of financial position.

Contingent liabilities
Contingent liabilities are included in the disclosure notes to the financial statements when it is

possible that economic benefits will flow from the department, or when an outflow of economic
benefits or service potential is probable but cannot be measured reliably.
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5.3 Contingent assets

Contingent assets are included in the disclosure notes to the financial statements when it is
possible that an inflow of economic benefits will flow to the entity.

5.4 Commitments

Commitments are not recognised in the statement of financial position as a liability or as
expenditure in the statement of financial performance but are included in the disclosure notes.

5.5 Accruals

Accruals are not recognised in the statement of financial position as a liability or as expenditure
in the statement of financial performance but are included in the disclosure notes.

5.6 Employee benefits

Short-term employee benefits that give rise to a present legal or constructive obligation are
disclosed in the disclosure notes to the financial statements. These amounts are not recognised
in the statement of financial performance or the statement of financial position.

5.7 Lease commitments

Finance lease

Finance leases are not recognised as assets and liabilities in the statement of financial position.
Finance lease payments are recognised as an expense in the statement of financial performance
and are apportioned between the capital and interest portions. The finance lease liability is
disclosed in the disclosure notes to the financial statements.

Operating lease

Operating lease payments are recognised as an expense in the statement of financial
performance. The operating lease commitments are disclosed in the discloser notes to the financial
statement.

5.8 Impairment and other provisions

The department tests for impairment where there is an indication that a receivable, loan or
investment may be impaired. An assessment of whether there is an indication of possible
impairment is done at each reporting date. An estimate is made for doubtful loans and receivables
based on a review of all outstanding amounts at year-end. Impairments on investments are
calculated as being the difference between the carrying amount and the present value of the
expected future cash flows / service potential flowing from the instrument.

Provisions are disclosed 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 will be required to settle the obligation and a reliable estimate of the obligation
can be made.

6. Receivables for departmental revenue

Receivables for departmental revenue are disclosed in the disclosure notes to the annual financial
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7.2

10.

statements.
Net Assets

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 Provincial Revenue Fund when the underlining
asset is disposed and the related funds are received.

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 Provincial Revenue Fund when recovered or are transferred to the statement of
financial performance when written-off.

Related party transactions

Specific information with regards to related party transactions is included in the disclosure notes.

Key management personnel

Compensation paid to key management personnel including their family members where relevant,
is included in the disclosure notes.

Public private partnerships

A description of the PPP arrangement, the contract fees and current and capital expenditure
relating to the PPP arrangement is included in the disclosure notes.
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