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Thoreward by the

he 2010/11 financial year was the year in which we

focused on ensuring stability in our operations and
bringing about in turnaround after the eventful and
challenging 2009/10 financial year.

A new Department was structured after the merger of
the former Department of Public Works with the former
Department of Transport, Roads and Community
Safety. In 2009/10, substantial work was done in
forging a new, cohesive Department. Disciplinary
measures were taken against those senior officials who
were found to have committed fraud and corruption. In
2010/11 the Department prioritized the filling of some of
the critical vacancies, and key positions filled were that
of the Chief Director: Transport Infrastructure (roads
management), the Director: Roads Management, the
Director: Internal Control and Risk Management and the
position of Chief Financial Officer.

The Department has delivered key projects for the 2010 FIFA World
Cup amid operating under trying circumstances. The critical roads completed on time for the World Cup
included the Western Bypass road; Phokeng Sun City road; Koster-Rustenburg road; Ventersdorp-Ga
Mokgopa road and Carletonville — Merafong road. The Moses Kotane Hospital in the Bojanala District
was also completed as one of the World Cup projects.

Furthermore, the Department has created a fair number of job opportunities through labour intensive
methods for beneficiaries whilst at the same time acquiring skills that could help them in future. The
Department continued to coordinate, monitor and also evaluate job creation for the entire province over
and above our departmental job creation initiatives.

The Department, in the year under review, also prioritised the use and capacitating of new and emerging
contractors in order to ensure equal opportunity for growth both financially and in relation to skills
acquisition.

In spite of challenges, which included a budget that is no sufficient to adequately execute our mandate,
the Department appointed 104 scholar transport operators to transport more than 31 881 learners.

The strides we have made in the past year was a concerted effort by the entire management and staff
core to bring this Department to this level of stability and it demonstrates our unwavering commitment
to service delivery.

We hereby present in this Annual Report our performance report on the deliverables that we have set
for ourselves.

MR L R MAHLAKENG
Member of the Executive Council




The Department pursued, under severe pressure of limited funding, to deliver on its core competencies. Not only
did we succeed in this regard, but we also managed to complete our projects for the 2010 FIFA World Cup event,
and our efforts and dedication in this regard contributed towards the success of this event.

The Department is one of the key role players in the fight against poverty, and as such we implemented plans in all
four Districts to exploit all opportunities in maintenance and construction projects for creating jobs through the
Expanded Public Works Programme. To this effect, the following initiatives were taken:

® 64 EPWP/NYS Projects were implemented.

® The ltirele Road Maintenance Programme was launched where maintenance projects are implemented in
EPWP mode.

® Implementation of capacity building programmes through skills programmes, leamerships and apprenticeships.
As part of capacity building and ensuring that the delivery of EPWP is enhanced, 183 officials in the Department
received training on EPWP infrastructure related competencies, 117 were trained on labour-intensive
construction competencies (NQF level 4 and 5) and 66 were trained on the MIS reporting system.

These initiatives taken are also part of our response to the service delivery outcomes that were agreed upon by the
President and National Cabinet to enhance and speed up service delivery in the country.

The following significant events took place during the year under review

® The Department successfully hosted a mini-Indaba on Infrastructure and Construction in Rustenburg, Bojanala
District. The Indaba aimed at reviewing the role of the Department and key stakeholders in the implementation
of the Construction and Manufacturing pillar of the Provincial Growth and Development Strategy (PGDS). This
Indaba created a platform for Government, civil society and industry to engage in a frank review of the past
successes and failures and to develop a common understanding of the way forward. The outcomes of the
mini-Indaba were incorporated in the revised PGDS that was adopted early in 2011.

® The Department launched the North West Provincial Women in Construction Forum at a function that was
held at the Mmabatho Convention Centre on the 12th of August 2010. The event hosted close to 250 local
women contractors from all four Districts.

® The Department renewed its commitment to the empowerment of women contractors through the Rephelele
Contractor Development Programme. The soon-to-be-completed re-alignment process of the programme will
ensure broad and inclusive participation.

® Two senior managers were dismissed after a disciplinary inquiry found them guilty on charges of fraud and
corruption. Key appointments were made in

® Action was taken against poor performing contractors, which resulted in the termination of the contracts for the
roads project between the towns of Lichtenburg and Koster.

The funding of infrastructure projects remain a challenge as the demands in this regard far exceeds the available
resources and allocations. This matter has been raised at various forums in the past year, and should be addressed
if the Province is to significantly reduce backlogs and provide the infrastructure required for economic growth and
poverty relief.

We remain committed however to delivery services that will provide a Better Life for All, with the resources at our
disposal.

MRS M R NTSHABELE
Acting Head of Department




PART 1: GENERAL INFORMATION

Vision, Mission and Values
1.1 Vision Statement

Safer public transport and sustained investment in physical public and roads infrastructure.
1.2 Mission Statement

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

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

* Client focus

* Professionalism

* Integrity and honesty

+  Commitment and loyalty

* Accountability

* Compliance and adherence to the Code of Conduct for Public Servants

1.4 Organisational Structure

The departmental structure is still a draft. The Department has consulted with the Office of the
Premier and is in the process of finalizing the document where after there will be final engagement
with the Department of Public Service and Administration, the Office of the Premier and Provincial
Treasury.

1.5 Legislative Mandate
The following is a list of Acts and Regulations assigned to, and implemented by the Department:

i Constitution of the Republic of South Africa - the Constitution states that Provincial
Governments are responsible for matters pertaining to public transport and provincial roads.

ii.  The National Land Transport Act (Act 5 of 2009) - the Act introduces a number of policies to
be implemented e.g. the permit conversion to Operating Licenses.

iii. 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.

iv.  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.

V. 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.

vi.  Architectural Profession Act 44 of 2000 - the Act provides for the establishment of a Council
for the architectural profession.

vii.  National Public Works Landscape Architectural Profession Act 45 of 2000 - the Act provides
for matters related to the landscaping architectural profession.

viii. National Public Works Engineering Profession of South Africa Act 46 of 2000 - the Act
provides for the establishment of a 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.

X.  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.

xi.  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.

xii.  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.

xiii. The Government Immovable Assets Management Act, Act 19 of 2007 - the Act promotes

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

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 road construction activities and therefore
needs to take due cognisance of the Occupational Health and Safety Act, Act 58 of 1993, as amended.
Construction activity is also governed by the relevant environmental legislation.

Similar to all Government Departments, this Department is guided 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. The Department is also bound by centrally-negotiated agreements regarding
conditions of service for its employees.




PART 2: INFORMATION ON PRE-DETERMINED OBJECTIVES

21 Overall Performance

2.1.1 Voted Funds

Main Adjusted Actual Amount (Over)/Under
Appropriation Appropriation Spent Expenditure
R‘000 R‘000 R‘000 R‘000
R2,593,914 R2,657,393 R2,524,709 R132,684

Responsible MEC | Mr L R Mahlakeng

Administering Department of Public Works, Roads and Transport
Department

Accounting Officer | Ms M R Ntshabele

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 Summary of Programmes
Programme 1: Administration
The Administration Programme is a strategic support programme to the core line functions. It provides
political leadership and management support within the Department and to account for management of
public funds. It also provides for human resource management and integrated planning support services.
It is mainly internally focused.
Programme 2: Public Works
The Public Works Programme comprises of three sub-programmes, namely:

e Infrastructure

e Facilities Management and

e District Operations

The sub-programme: Infrastructure is responsible for designing, planning and construction of the building
infrastructure.

The sub-programme: Facilities Management is responsible for the provision and management of
provincial fixed assets as well as the management and maintenance of prestige buildings.

The sub-programme: District Operations is responsible for the maintenance of buildings and roads.




Programme 3: Road Infrastructure

The Road Infrastructure Programme provides for the roads infrastructure planning, design, development
and maintenance that is sustainable, integrated and environmentally friendly and that supports and
promotes social and economic growth in line with the Provincial Growth and Development Strategy.

Programme 4: Public & Freight Transport

The Public and Freight Transport Programme is responsible for the provision of effective, efficient,
accessible, affordable, safe and integrated passenger transport systems that are economically viable,
environmentally friendly and with rural bias.

Programme 5: Community Based Programme

The Community Based Programme is responsible for leading, direction, implementation, coordination,
monitoring and reporting of the Expanded Public Works Programme and Province wide.

2.1.4 Key strategic objectives and achievements
2.1.4.1 Key strategic objectives
Programme 2: Public Works

e Advise client departments and implementing agents on technical and contractual norms and
standards

Implement IDIP toolkit to manage buildings

Manage state fixed asset register

Ensure optimal utilisation of state properties

Implementation of and compliance to GIAMA (Government Immovable Asset Management Act)
Provide and manage office and state-owned residential accommodation

Effective overall maintenance of provincial government owned properties

Effective implementation of EPWP and NYS through projects

Contractor Development

Programme 3: Road Infrastructure

e Effectively plan and design road construction and maintenance of the provincial road network
e  Scaling up of the Expanded Public Works Programme (EPWP)

Programme 4: Public and Freight Transport

Development of transport strategies, policies and legislative framework

Implementation of National Freight Logistics strategy

Implementation of Rural Transport strategy

Implementation of Non-Motorised Transport strategy

Implementation of Integrated Public Transport Networks system

Improving the mobility of farm and deep rural learners who walk more than 5 km to school
Oversight, regulation, control and monitoring of public transport operations in the Province
Effective and efficient aviation system

Procurement of vehicles for the provincial pool fleet

Procurement of maintenance and repairs of pool vehicles in the provincial fleet

Revenue collection




Programme 5: Community Based Programme

e  Planning, coordination, support and monitoring of the implementation of the Expanded Public
Works Programme

e  Ensuring that EPWP delivery is enhanced

e  Provision of skills and entrepreneurship training to beneficiaries and SMMEs

2.1.4.2 Key Achievements
Programme 2: Public Works

11 major renovations projects were implemented

5 projects for EPWP & NYS programmes were created

640 beneficiaries were appointed (EPWP & NYS)

404 properties were vested and 27 properties in Lehurutshe were successfully registered in the
name of the NWPG

Rates and taxes were paid accurately

e  Utilities were paid timeously

37 contractors were developed

Programme 3: Roads Infrastructure

98.5 km of paved roads were rehabilitated

335.3 km of paved roads were resealed

145 203 square meters of blacktop patching was done
61 km of gravel roads were upgraded to paved roads
9 women contractors were trained

Programme 4: Public & Freight Transport

4 Integrated Transport Plans have been completed

Provincial Land Transport Framework has been completed and approved

1947 bicycles were distributed to 45 schools

78 390 total number of passengers were subsidised

104 number of learner transport operators were subsidised

31 881 total number of learners were subsidised

526 permits were converted into operating licenses

7500 operator licenses issued.

101 vehicles were acquired utilising conditional grants from various user departments
1370 pool vehicles were maintained and 1806 repaired

Programme 5: Community Based Programme

e  The Provincial EPWP five year business plan is in place
e 183 officials were trained on EPWP infrastructure related competencies
e All municipalities have received technical support

2.1.5 Overview of the service delivery environment for 2010/11

For the year under review, 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
public buildings and roads infrastructure. The Department is faced with many challenges such as the
decline in the road network at unprecedented rate, inadequate infrastructure budget allocations,
inadequate technical expertise and a huge increase in fuel prices in relation to the use of Government
pool vehicles. It remains the Department’s concerted commitment to develop and maintain buildings
and roads, reliable and safe public transport towards a better life for the people of the Province.




The Department pursued under severe pressure of limited funding to deliver its core competencies which
during the period under review saw completion of certain road and buildings — work started in the
previous financial years which have considerably increased the economic competitiveness of the
Province. It was also able to formalise the function of the provision of scholar transport that was
previously inherited from the Department of Education. The Department also increased the number of
Expanded Public Works Programme initiative projects in an effort to eradicate poverty.

2.1.6 Overview of the organizational environment for 2010/11

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

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 more on external service providers which is costly.

The Department has filled a number of critical vacancies at Chief Director and Director level.

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. This function
was previously largely performed by the centralised North West Provincial Internal Audit. The Risk
Management and Internal Control Unit has been incorporated into the performance management system
of the Department and will enhance our ability to timeously address risks, both in terms of financial and
performance management.

2.1.7 Key policy developments and legislative changes

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

2.1.8 Departmental revenue

%
2007/08 2008/09 | 200910 2010/11 2010/11 def"ri:t:"
Actual Actual Actual Target Actual target
Tax Revenue 1,529 1,200 1,155 2,100 - 0%
Non Tax Receipts 144,234 163,715 151,775 173,118 112,742 65%
Transfers Received 0
Fines ,Penalities, and Forfeits 0 - - - 7
Intrest,Dividends and Rent on La 0 - - - 6,417
Sale of Capital Assets 9,761 16,001 13,001 20,000 5,288 26%
Financial Transactions in Assets 0 - - - 10,603
Total Departmental receipts 155,524, 180,916 165,931 195,218 135,057 69%

The Department has collected only 69% of the total revenue budget of R195 due to the following:

e Payments by Departments to the amount of R12 million are outstanding for invoices issued on
kilometres travelled and reminders were issued to all relevant Departments.

e  Departments were issued with invoices on kilometre monies for the month of March 2011 in April
that could not be paid due to financial year end cut-off date.

e Revenue derived from the rental of government houses that are deducted via Persal from
employees of Departments were paid directly to the Provincial Revenue Fund by the Provincial
Departments instead of to the Department of Public Works, Roads and Transport, hence the under
collection. An arrangement has since been made to recover the monies due for correct accounting.

e In this financial year the Department started to account for revenue in a form of dividends paid by
the Northwest Transport Investment. However, the budget projections were not made due to the
fact that the same revenue was previously received and accounted for by Provincial Treasury.




The Department has managed to dispose of certain capital assets that no longer are of economic
benefit. During the two auctions that were held in Dr Ruth Segomotsi Mompati District (Vryburg),
and Ngaka Modiri Molema District (Mahikeng) an amount of R6,8 million was collected by the

auctioneer. However, an amount of R2,1 million was not deposited into the account of the
Department as per the signed contract. The matter has referred to the Office of the State Attorney
for recovery of the amount with interest.

Future Plans

The Department currently is in consultation with the Provincial Treasury for introduction of manual
invoicing on rental of government houses to employees and this system will ensure that the revenue
collected is paid directly into the Department’s bank account.

Improvement of communication with the other Provincial Departments in order to ensure that
kilometre invoices are settled within 30 days as stipulated in the PFMA.

Identification of new sources of revenue with a view to maximise departmental revenue.

2.1.9 Departmental Expenditure

Programmes Adjusted Shifting of | Virement Final Actual Variance | Expenditure
Appropriation | Funds Appropriation | Expenditure as % of final
appropriation
R’000 R’000 R’000 R’000 R’000 R’000 %
Programme 1 : 119 456 0 (1 000) 118 456 113 189 5267
Administration
Programme 2 : 596 637 0 15 500 612 137 576 957 35180
Public Works
Programme 3 : 1096 411 0 (11 5000) 1084 911 1043 663 41 248
Road
Infrastructure
Programme 4 : 764 967 0 (3 000) 761967 716 142 45 825
Public and
Freight
Transport
Programme 5 : 79 922 0 0 79 922 74 758 5164
Community
Based
Programme
Total 2 657 393 2 657 2 524 132 95

2.1.10 Transfer Payments

The Department has accommodated various categories of beneficiaries under this economic classifi-
cation, as stated below:

2.1.10.1 Financial Assistance to North West Taxi Councils

Bokone Transport Investment, whose contract with Department expired in the year under review, is the
sole recipient on the monies transferred in a form of assistance to empower the taxi industry in the
Province.

2.1.10.2 Bus Subsidies

2.1.10.2.1 Commuter Bus Subsidies

Amarosa Trading (PTY) Ltd

Atamelang Bus Transport

Bojanala Bus Transport
Phumatra Transport




2.1.10.3 Scholar Transport

Albert J S

Motshidisi B J

Goodman Ndaba

Nage MG N

Rekopile Transport
Thuto Ke Lesedi Transport
Pretorius S L

B Kanjee Transport

Liso

Tolomane

Khauoe Transport
Masters Runners
Sephiro

Edward Mzima

Seoke

Mmamosweu

Elmogeo Trading

Tlo Re Tshele

Maczola Tours

Moteja Trading

CMM

Phanyaza

Sephiro’s Transport & Projects
Mabeleng Transport
Legodi R J

Boikanyo M

J M Mpolokeng

Thusang Bana Transport

Mantella
Gaabue Tours
Fepang

104 bus/scholar transport operators were appointed by the Department to provide a scholar transport
to the learners who travel more 5 km to and from their schools.

Central Taxi Corp.

Tirisano Learner Transport

Ramaoka Transport
Mokwatisi Transport
Kemone Transport
Tirisano Learner
Tolomane

Aau’s Bus Transport
Dinkebogile Transport
Kobamelo Construction
Pagamang Trading
Moteja Trading

T J Sedumedi Trading
Tau More Transport
Tihiloa Boroko Learner
Morongwa Trading

E J S Buses and Tours
Elmogelo Trading
Moteja Trading

Tango Logistics
Moteke K

Letsopa Trading
Seatlholo T G
Phanyane T

Ntaolang S D

Dipico Mining

K G E Masia
Hayman’s Transport &
Projects

Dintwe Transport
Balegorositse
Kgalagadi




2.1.10.4 Municipalities

The Department has continued with payment for rates and taxes to various Local Municipalities. The
payments were made after being in receipt of invoices submitted to the Department by fifteen of the

following Local Municipalities, for 1394 properties:

Kgetleng River
Madibeng

Moses Kotane
Rustenburg
Maquassi Hills
City of Matlosana
Tlokwe
Ventersdorp
Mamusa

Greater Taung
Naledi

Mahikeng
Tswaing
Ramotshere Moiloa
Ditsobotla

2.1.11 Conditional grants and earmarked funds

Type of Grant Output

Amount
Received

Actual
Expenditure

Public Transport
Operations Grant

Subsidy per trip operated

Subsidy per km operated

Subsidy per passenger

Number of vehicles subsidised
Number of scheduled trips
Number of trips operated

Total number of penalties incurred
Monetary value of penalties
(including escalation)

* Passengers per kilometer operated
* Passengers per trip operated

* Employees per vehicle

R60 432 000.00

R60,221,000.00

Devolution of Property
Rate Funds Grant

Payment of property rates for provincially —
owned properties as per the verified
invoices submitted by the various
municipalities

R79 990 000.00

R79 990 000.00

Expanded Public Works * Increased contribution to the

Programme Incentive objective of halving poverty and

Grant unemployment by 2014

* Increased number of people
employed and receiving income
through the EPWP

* Average duration of the work
opportunities created

* Increased income per EPWP
beneficiary

R2 897 000.00

RO

Infrastructure Grant to .
Provinces

Quality and quantity of serviceable

education, health and roads

infrastructure

* Comprehensive 5-10 year
Infrastructure Plans and User Asset
Management Plans (U-AMPS)

* Comprehensive monthly and

quarterly reports showing progress

on infrastructure projects

R635 810 000.

R631, 897, 000.00




2112 Capital investment, maintenance and asset management plan

2.1.12.1 Capital investment

* Building Projects that are currently in progress:

Projects Type of Work Start Date Anticipated Physical Progress
Completion date
Potch College of Agriculture Renovations 11/03/2011  [30/09/2011 10% work is completed
(Cluster A)
Mini-Garona 2nd Contractor New Construction |Dec 2010 Dec 2011 24% completed
Creation of Work Space Phase 2|Upgrading 14/01/2011  {31/05/2012 75% of work completed
Lowe Residences Renovations 25/11/2009  (30/05/2011 75% of work completed
Old Parliament phase 2 Upgrading 01/09/2010  |05/2011 60% of work is completed
Data Cabling of various offices [New Construction [01/04/2010 31/03/2011 Moretele Office Park to be
completed.

CIDB Office Building New Construction [06/10/2010  [8/05/2011 80% of work is completed

* Plans to close down or down-grade any current facilities.

None

* The current maintenance backlog and how the department plans to deal with such

over the Medium Term Expenditure Framework (MTEF) period.

Below is a list of the current maintenance backlog of the Department. The MTEF budget available to

address the backlog is as follows:

MTEF MTEF MTEF
2011/12 2012/13 2013/14
R’000 R’000 R’000
R79 045 R83 077 R87 397

Bojanala Platinum Municipality

Maintenance & Repairs

Moretele Office park

External fencing, provide new Palisade steel fencing

DPWRT Rustenburg District
office

Roof seal, seal leaking roof and gutters

Ellanskraal house

Re-roofing, replace defective long-span asbestos roof with long-span
steel roofing sheets

Kock street traffic lapa thatch

Roof repair, replace old thatching with new thatching

Mogwase testing station

Re-roofing, replace defective roof sheeting with new roof sheeting

Official houses x3 Kock St

Renovations and repairs, painting internally & externally, replacing gutters

Rustenburg & garage doors
Motsati Street housesx2 Renovations and repairs, painting internally & externally, replacing gutters
Rustenburg & garage doors

Koster houses x 4

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Matooster Workshop

Renovations and repairs, painting internally & externally, replacing gutters

DPWTR Sub-district

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mogwase Agriculture

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Sonop Official Houses

Renovations and repairs ,painting internally & externally, replacing gutters
& garage doors




Upgrading & Additions

Madikwe Sub-district Office Upgrading

Madikwe Sub-district Office Connecting sewer to Municipal line

Madikwe Sub-district Office Upgrading of ablution facilities

Quarters

Madikwe Traffic office Upgrading

Madikwe Traffic office Paving

Agriculture Upgrading

Moubana Road camp Paving

Moubana Agriculture Fencing of premises

Makapanstad Agriculture Fencing of premises

Ngobi Agriculture Fencing of premises

Moretele Office park Installation of burglar bars

Agriculture houses Construction of septic tank

Tlhabane House 3119A and B Fencing of premises

Mothuka street house Fencing of premises

Mantsho Road camp Upgrading of kitchen and ablution

Mantsho Road camp Upgrading of electrical installation

Mabeskraal Official Quarter Fencing

Mogwase Mechanical workshop | Burglar door and blinds

DPWTR Brits Sub-District Installation of boom gate

Mothotlung Agriculture Upgrading

Sonop sewer plant Upgrading

Fencing of government facilities | Upgrading

Lowe retention substation Upgrading

Rustenburg

Moretele Office park Construction of security High master lights

Moretele Office park Construction of carports

Noord Park Construction of shelter and ablutions

Rustenburg sub-district offices Casting of concrete floors

Old public works Tlhabane Connecting sewer to Municipal line

Rustenburg

Tlhabane Camp Lobone St Construction of ablution facilities

1356

Koster Road camp pump & Upgrade

Water stand

Traffic Kock St Construction of Toilets

Mogwase Testing station Construction of Toilets

Moses Kotane Mechanical Construction of shelter, burglarproofing and blinds

workshop

DPWTR Brits Sub district Building of guard room

DPWTR Brits Sub district Creation of office space

Matooster Houses Renovation and construction of septic tank

Modikela Pension Pay Point Upgrading of complete building and paving of parking area

Disake - Matlametlong Road Manufacturing of paving blocks by community

Rehabilitation & Refurbishments

Agriculture houses Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

DPWRT houses in Renovations and repairs, painting internally & externally, replacing gutters

Makapanstad & garage doors

Rustenburg state Vet Renovations and repairs, painting internally & externally, replacing gutters

13 officials houses in Renovations and repairs, painting internally & externally, replacing gutters

Rustenburg & garage doors

12 officials houses in Renovations and repairs, painting internally & externally, replacing gutters

Rustenburg Noord & garage doors

Rustenburg sub-district Renovations and repairs, painting internally & externally, replacing gutters

workshop

Rustenburg sub district offices Renovations and repairs, painting internally & externally, replacing gutters




Agriculture church street
Rustenburg

Renovations and repairs, painting internally & externally, replacing gutters

Phokeng Governors houses x3

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Phokeng Governors houses

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Tlhabane Camp Motsati

Renovations and repairs, painting internally & externally

Koster traffic (Rustenburg)

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Official house Rietvlei

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Official houses x5 Rustenburg

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Official houses x3 Kock St
Rustenburg

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Khayakhulu Traditional Office

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Tampostad Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mmatau Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Molatedi Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Tweelaagte Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Phorotlhwane Traditional
Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mmakau Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Jericho Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mphe Batho Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Makapanstad Traditional
Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mogopa Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Moubane Traditional Offices

Renovations and repairs, painting internally & externally ,replacing gutters
& garage doors

Uitkyk Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Tlhatlaganyane Traditional
Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Seolong Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Moiletswane Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Madidi Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Hebron Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Bapong Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Mathopestad Traditional Offices

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Bethani official Houses x3

Renovations and repairs, painting internally & externally ,replacing gutters
& garage doors

Jericho Road camp

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Jericho Agriculture

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors

Jericho House x5

Renovations and repairs, painting internally & externally, replacing gutters
& garage doors




Ngaka Modiri Molema Municipality
Maintenance & Repairs

Molopo Sub-district Renovations and repairs
Geo-Science Renovations and repairs
Molopo Workshop Renovations, repairs, landscaping and paving
Ganalaagte Renovations and repairs
Vriesgewacht traditional office | Renovations and repairs
Tshidilamolomo traditional Renovations and repairs
office and community hall

Driefontein traditional office Renovations and repairs
Shupingstad Traditional office | Renovations and repairs
Dinokaka traditional office Renovations and repairs
Barolong Boo Ratshidi Renovations and repairs

traditional office
Mmabatho Convention Centre | Renovations and upgrading

Upgrading & Additions

Lehurutshe material stores Installation of palisade fencing

Lehurutshe Sub-district Installation of air cons

Ditsobotla material stores Installation of air cons

Government warehouse phase | Landscaping

2

Lichtenburg social services Construction of perimeter wall

Brooksby Village Construction of toilets and electrification of fence
Meetmekaar village Construction of toilets and electrification of fence
Bethel Construction of toilets and electrification of fence
Madutle Village Construction of toilets and electrification of fence
New head office Landscaping

Embassy complex Landscaping

Madikwe traffic office Construction of guard house

Agricultural office Construction of guard house

Madikwe Sub-district office Construction of lapa area

Rehabilitation & Refurbishments

Swartruggens roads and Renovations
transport

Swartruggens nature Renovations
conservation office

Official houses Renovations
Herman Thebe house Renovations
Moretele road camp Renovations

Dr. Ruth Segomotsi Mompati Municipality
Maintenance & Repairs

Maintenance and Repair: Paintwork to internal walls; upgrading of electrical installation and

Madinonyane (Eckron) Tribal installation of air-conditioners; construction of concrete aprons, etc.

Authority

Upgrading and Additions: Erection of a 1800mm high, 192 m perimeter security fence;

Batlhaping Ba-ga Maidi —

Renovations.

Maintenance & Repiar: Repair to a 483.84 m” roof structure of corrugated iron sheeting on timber

Sekhing Tribal Authority roof trusses, paintwork on internal walls, wood, metal, etc; glazing on
windows.

Maintenance & Repair: Renovation of an existing toilet block and installation of air-conditioners on

Dithakwaneng Tribal Offices. offices: Removal and preparation of existing, making good to ceilings
(225m2). Glazing; non-glazed ceramic tiles on floors; paintwork etc. on
external and internal walls, ceilings, wood and metal; upgrading of
electrical installation.




Maintenance and Repair:
Vryburg Building Camp

Renovation of a house: Removal of existing work, preparation of surfaces
for new work and making good. Brickwork, roof coverings in corrugated
iron roof sheeting, etc. plastering on internal walls; paintwork on walls,
wood, fiber-cement; construction of storm water drainage.

Maintenance and Repair:
Buxton Tribal Authority Offices

Repair to roofing (6 x 8 m on plan) and general building works; removal of
existing works and preparation of surfaces for new work; paintwork on
internal walls, on metal, wood, provision of ramps on entry to building for
the physically challenged persons, etc.

Maintenance and Repair:
House # 11 Totius Street.

Repair of 191.66 m” of Harvey tile roofing to pitch not exceeding 25
degrees, ceiling, partitioning and access flooring, electrical installations
and new built-in kitchen unit.

Upgrading and Additions:
Taung Registration Offices.

Construction of 4 of 2.7 x 6 m with steel square posts, purlins Carports and
paving 342 m2 of grounds for public, (poisoning 658.49 m2 of paved
grounds) .

Upgrading and Additions:
Taung Resources Centre for
Dept of Education

Construction of a 15.5 m2 guard house, paving of 1642.86m2 of ground
including all associated activities, painting of internal, glazing 16 m2 on
windows; replacing of 8 mortice locks on doors.

Upgrading & Additions:
Pudimoe Resource Centre

Additions and Renovation to 312.33 m2 of existing building in external
facings including partitioning to provide for additional offices. Additions of
boardroom measuring 151.46 m2 of floor area. Fencing (barbed wire) of
the entire premise. Perimeter fence of 201.8 m and 1800 mm high.

Upgrading and Additions:
Sekhing Offices - Dept of
Social Development

Paving of 654 m2 of ground: clearing of grounds and carting away, soil
poisoning and compaction; laying of 80 mm double zig-zag interlocking
bricks, laying of pre-cast concrete kerbs; installation of 60 m2 carports with
hollow section beams and columns, 0.60 mm thick IBR sheeting (half-
circular) with steel purlins; paintwork on metal.

Upgrading and Additions:
Taung Offices - Dept of Social
Development

Construction of a 32 m2 (floor area) ablution facilities with stock brick walls
(internal and external) and corrugated iron roof sheeting; internal plaster &
paintwork on internal walls.

Upgrading and Additions:
Reivilo Road Camp

Paving of 200 m2 of grounds with 80 mm thick double zig-zag paving brisk;
compaction; etc.

Upgrading and Additions:
Mabone (Kokoane) Tribal
Authority.

Construction of a 42.3 m2 mini-conference room and erection of 396 m
perimeter security fencing.

Upgrading and Additions:
Extension of offices at the Dr.
Ruth Segomotsi Mompati
District Offices for DPWRT

Extensions and additions amount to 366.74 m2 of floor area space
consisting of offices, installation of air-conditioners and related services.

Dr. Kenneth Kaunda Municipality

Maintenance & Repairs

Vyfhoek official residences Renovation
House 147 and 129 Kruis Renovation
street

Ventersdorp roads office Renovation
57 houses at Unit U Renovation
DPWTR Roads Potch Renovation
57 houses Unit U Renovation
Wolmranstad traffic office Renovation
House 147 and 145 Kruis Renovation
street

Ventersdorp roads office Renovation
Wolmranstad roads office Renovation




Upgrading & Additions

Examiniation Centre Potch

Construction of Guard house

Rehabilitation & Refurbishments

Ventersdorp : Roads offices

Renovation and repairs to ceiling, floor coverings ,painting of internal and
external walls ,etc

Potchefstroom: Official
residences No: 147

Renovation and repairs to hot and cold water reticulation, etc.

Potchefstroom: DPWRT
(Roads Offices)

Renovation and repairs floor coverings, painting of internal and external
walls, etc

Potchefstroom: Vyfhoek
Official residences

Renovation and repairs to prefabs structures by ceiling, floor coverings
,painting of internal and external prefab walls, etc

Wolmaranstad: Unit U- 57
Official residences

Renovation and repairs to storage areas by painting walls, installation of
partitions, etc.

Potchefstroom: DPWRT
Workshop & Stores (Public
Works)

Renovations and repairs to storage areas by painting walls, installation of
partitions, etc

Klerksdorp: DPWRT (Roads)
Offices

Renovation and repairs floor coverings, painting of internal and external
walls, carpots, etc

Ventersdorp: DPWRT (Roads)
Workshop & Stores

Renovations and repairs to storage areas by painting walls, installation of
partitions, etc

Potchefstroom: DPWRT
(Roads) Workshop & Stores

Renovations and repairs to storage areas by painting walls, installation of
partitions, etc

Wolmaranstad Roads Offices

Renovation and repairs to flooring area, including painting of walls, etc.

Construction of parking area
including Carpots (Vyfhoek)

Construction of parking area by paving, installation of steel carpots
covered with IBR iron, etc.

Ventersdorp two official
residences no: 1 & 2
Kaalfontein

Renovation and repairs to prefabs walls, floor tilling, electrical works, etc.

Witrand Hospital Public Works
Workshop & Stores & Offices

Renovation and repairs to walls, floor screed including installing of floor
tiles, etc.

Ventersdorp Residence No: 12
Aenamy Street

Renovation and repairs to prefabs by painting internal and external
surfaces including floor coverings, etc.

Potchefstroom: Vyfhoek
Offices

Renovations and repairs to ceilings, floor including painting of internal
walls, etc.

Potchefstroom: Botha Street
Traffic Offices

Renovation and repairs to walls, floor screed including installing of floor
tiles, etc.

Ramosa Riekerts Building

Renovation and repairs to roofs, ceiling including painting of external and
internal walls, etc.

Baarnard Building

Renovation and repairs to roofs, ceiling including painting of external and
internal walls, fencing, etc.

Examination Centre

Renovation and repairs to flooring, painting of internal and external walls,
etc.

Tshepong Hospital Workshop
& Stores

Renovation and repairs to water reticulation to showers, including walls
tilling, etc.

Potchefstroom Hospital
Workshop & Stores

Renovation and repairs to floor coverings, installation of ceramic tiles, etc.

Wolmaranstad Hospital
Workshop & Stores

Renovation and repairs to walls by painting of showers, resting areas, etc.

Klerksdorp Hospital Workshop
& Stores

Renovation and repairs to walls by installing wall tiles including ceramic
floor covering, etc.

Potchefstroom Soetdoring
residences

Renovation and repairs to resting area by installing heaters, floor
coverings, etc.

Wolmaranstad Standalone
residences

Renovation and repairs to prefabs walls, flooring including painting to
internal and external walls, etc.

Pocthefstroom Unit M Official
residences

Renovation and repairs to prefabs structures by painting internal and
external walls, doors including stoep areas, etc.

Wolmaransstad Stand alone
residences

Renovation and repairs to brick structures by installing new ceiling, floor
tiles, etc.




21.12.2 Asset Management

» Disposals and transferred properties:

(a) Transferred properties:

Market Value CUR SUM

Facility Id | Facility Name Improvements Replacement Cost
NW01712 | X10 GREENSPARK PRIMARY V R 1.00 R 2,144,764.28
NW01713 | X10 KOKOSI PRIMARY SCHOOL V R 1.00 R 8,156,602.56
NW01715 | X10 JOSEPH DISELE INTERMEDIATE V R 1.00 R 2,235,418.67
NW01716 | X10 LOSBERG PRIMARY V R 1.00 R 14,877,591.02
NWO01717 | X10 MOLETI PRIMARY SCHOOL V R 1.00 R 513,242.59
NW01719 | X10 VISNET PRIMARY SCHOOL V R 1.00 R 633,220.33
NW01720 | X10 REAKGONA PRIMARY V R 1.00 R 6,844,250.09
NWO01721 | X10 RETLILE PRIMARY SCHOOL V R 1.00 R 6,648,025.71
NW01722 | X10 THUTO KITSO SECONDARY SCHOOL V R 1.00 R 39,809,903.11
NW01723 | X10 SONGELA PRIMARY V R 1.00 R 211,679.37
NW01724 | X10 XHOBANI PRIMARY V R 1.00 R 9,023,993.50

X10 VACANT LAND ROAD CAMP:
NW01986 | "JAGERSBOSCH"V R 1.00 R 694,892.53
NW02015 | X10 KAALPLAAS INTERMEDIATE SCHOOL V R 1.00 R 756,657.68
NW02019 | X10 KROONWATER PRIMARY SCHOOL V R 1.00 R 151,539.91
NW02028 | X10 NTHEBE PRIMARY V X R 1.00 R 1,007,233.33
NwW02037 | X10 WEDELA PRE-PRIMARY V R 1.00 R 4,241,724.89
NW02038 | X10 WEDELA PRIMARY SCHOOL V R 1.00 R 9,816,397.03
NW02039 | X10 WEDELA TECHNICAL HIGH SCHOOL V R 1.00 R 48,186,307.39
NW02040 | X10 WITPOORT COMBINED V R 1.00 R 470,133.78
NW02205 | X10 HOERSKOOL FOCHVILLE V R 1.00 R 36,889,095.18

X10 KWENA-TLASE SECONDARY SCHOOL
NW02520 | VD R 12,843,500.00 R 4,954,563.36

X10 VESTED VACANT STAND (STAND AT
NW12381 | HIGH SCHOOL) VD R 300,000.00

X10 VACANT STAND (75 PRESIDENT
NW12419 | STREET) VD R 1.00

X10 VACANT STAND (50 AGTSTE STREET)
NW12420 | VD R 300,000.00
NW12940 | X10 VACANT STAND (76 SKOOL STREET) VD R 180,000.00

X10 PATRIOTSFONTEIN PRIMARY SCHOOL
NW14004 | VD (CLOSED) R 1.00

X10 MOOIRIVER VALLEY PRIMARY SCHOOL
NW14006 | VD (DEMOLSHED) R 1.00

X10 CORRECTIONAL SERVICES ADULT
NW14040 | CENTRE VD (NATIONAL BUILDING) R 1.00
NW14055 | X10 WEDELA ADULT CENTRE VD R 1,242,885.00
NW14104 | X10 CARLETONVILLE LIBRARY V R 1.00
NW14275 | X10 UMFUNDO SECONDARY SCHOOL R 9,107,181.84
NW14194 | X10 HOUSE (80 STASIE ROAD) VD R 1.00

(a) Disposed properties:

NW10230 | Z10 HOUSE (273 CUL 9 UNIT 2) VD-RT R 80,000.00
NW10655 | Z10 HOUSE (49 5TH STREET)VD R 120,000.00
NW11308 | Z10 VESTED HOUSE (42 KLERK STREET) VD R 185,000.00
NW14239 | Z10 HOUSE (80 UNIT 2) VD-RT R 115,000.00

Z10 VESTED HOUSE (92 MOLOPO STREET)
NW14254 | VD R 75,000.00

Z10 VESTED HOUSE (1509 DIUTLWILENG
NW14984 | UNIT 6) VD R 150,000.00

*




e Measures taken to ensure that the Department’s asset register remained up-to-date during
the period under review.

The Department does have numerous challenges with regard to the completeness and updating of
both the movable and immovable asset especially in rural areas. A special task team has been
established to address problems as outlined in the Annual Report with regards to the assets register.

e The current state of the Department’s stock, for example what percentage is in good, fair or bad
condition?

The Department appointed various service providers to conduct condition assessments at all
facilities managed by this Department excluding facilities under the management of the Department
of Health. The service providers managed to assess 1659 facilities during the period 2009/10 and
2010/11:

- 5401 buildings within the 1659 facilities condition ratings are as follow:
- C1: Very Poor — 395 - 7.3%

- C2: Poor — 1102 — 20.4%

- C3: Fair — 1838 — 34.03%

- C4: Good — 1848 — 34.22%

- C5: Very Good — 218 — 4.04%

2.1.12.3 Maintenance

e How the actual expenditure compares to what the department planned to spend on
maintenance.

NWPG 2010 — 11 TO 2011-14 | Main Appropriation Adjusted budget
MTEF Infrastructure 2010/11 2010/11
Allocation

Public Works Infrastructure 75,425 38,327
Maintenance (M)

It is clear from the above that the Department did not deliver as expected in respect of
maintenance. The Department, in the financial year 2010/11 experienced budgetary
pressures with specific reference to the compensation of employees as a result of a
general budgetary shortfall an in specific, due to the unfunded implementation of occupa-
tional specific dispensation (OSD) for scarce skills categories in the Public Service. In
an attempt to address the shortfall, the Compensation of Employees budget has been
increased by 24% for 2011/12, 4.2% for 2012/13 and 5% for 2013/14. The increase will
also ensure that additional engineers and related professionals are recruited in order to
provide technical support in infrastructure development.

e Whether the expenditure is more or less than the property industry norms.

The expenditure for the period 2010/11 was 51% of the allocated budget, which could be
regarded as below the norm of the property industry. However it is clear from the
aforementioned that the Department does not have the necessary scare skills to address
the maintenance of the portfolio to a maximum.




pdre madade INn addre 0 Nne maintenar 2 PACKIOQ au 0 ne perioda unaer
review, for example, has the backlog grown of become smaller? Is the rate of

progress according to plan? If not why not, and what measures were taken to keep
on track?

As seen from the aforementioned, due to the under-spending of the Department, the
backlog in the maintenance needs has increased. The Department will attempt to

address the backlog during the next MTEF period by recruiting the necessary human
resources with scarce technical skills.




PROGRAMME

PERFORMANCE




Workshop for the elderly
Listening attentively ... Some of the soon to retire employees receive advice on preparing for their
pensionable years
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Annual Financial Statements for the year ended 31 March 2011

Report of the Provincial Audit Committee

We are pleased to present our report for the financial year ended 31 March 2011.

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 7 meetings were held by the

Central Audit Committee and 6 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 and External Member 5 5 2 2
Deputy Chairperson and External
Mr P Mnisi Member 5 4 2 2
Mr T Triegaardt External Member* 5 3 2 2
Ms P Mzizi External Member 5 5 2 2
Ms N Mtebele External Member 5 5 2 2
Mr P Zwane External Member** 5 2 2 0
HoD Provincial Treasury and Ex
Mr JNT Mohlala Officio Member 5 3 2 0
Provincial Accountant General and
Mr G Paul Ex Officio Member 5 4 2 0

* Resigned 30 September 2010.
** Appointed 1 November 2010.

Scheduled
Meetings
Name Role Held Attended
Chairperson and External
Mr. T. Triegaardt | Member* 6 4
Acting Chairperson and
Mr. P. Zwane External Member** 6 2
Mr. A.
Mahlalutye External Member 6 5
Mr. B. Mofokeng | Internal Member*** 6 4
Ms. M. Kgomo Internal Member 6 4
Dr. A. Robinson | Internal Member 6 3

*  Resigned 30 September 2010.
** Reassigned 1 November 2010.
*** Resigned 1 December 2010.
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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. Several
material deficiencies in the system of internal control were reported by the internal auditors and the
Auditor General South Africa. In certain instances, the matters reported previously have not been fully
and satisfactorily addressed.

The quality of in year management and monthly/quarterly reports submitted in terms of the PFMA and
the Division of Revenue Act.

The Audit Committee is not satisfied with the content and quality of quarterly reports prepared and issued
by the Department during the year under review.

Specific concerns in this regard are:
® non attendance by the acting Head of Department of Audit Committee meetings;
e failure by the Department to respond/address specific issues raised by the Audit Committee; and
e weak risk management systems as well as inadequate reporting on performance information.

Evaluation of Financial Statements
The Audit Committee has:

e reviewed and discussed the audited annual financial statements included in the annual report
with the department;

e reviewed the Auditor General’'s management report and management response thereto;

e reviewed the annual financial statement for possible changes in accounting policies and practices;

e reviewed the Department’s compliance with legal and regulatory provision within the limit of the
departmental risk activity; and

e reviewed significant adjustments resulting from the audit.

The Audit Committee concurs and accepts the Auditor General’s 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 Auditor General.

Internal audit

The Audit Committee is not satisfied that the internal audit function is operating effectively and has
therefore not addressed the risks pertinent to the Department in its audit owing to the high vacancy rate
within the internal audit department. The 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
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The Audit Committee has met with the Auditor General South Africa to ensure that there are no
unresolved issues.

Signed on behalf of the Cluster Audit Committee by:

Chairperson of the 2 —
Cluster Audit Committee ( i ‘__//:’,"":’""
Date .................. LR L

P. Zwane CA(SA)

The above report was presented to, considered and approved by the Central Audit Committee at a
special meeting held on 14 August 2011 and is signed by:

Chairperson of the
Provincial Audit Committee

Date
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REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2011

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 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.

e |ack 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.

e [nability to meet the cost of providing/sustaining the existing commuter and extended scholar

transport.

Implementation of integrated subsidised 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 on urban areas never had title deeds.

Some properties were never surveyed and do not have approved diagrams.

e 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

e The Department successfully hosted a mini-Indaba on Infrastructure and Construction in
Bojanala District, Rustenburg. The Indaba aimed at reviewing the role of all key stakeholders
in the implementation of the Provincial Growth and Development Strategy (PGDS.

e The Department launched the North West Provincial Women in Construction Forum at a
function that was held at the Mmabatho Convention Centre on 12 August 2010... The event
hosted approximately 250 local women contractors from all four Districts.

e The Department renewed its commitment to the empowerment of women contractors through
the Rephelele Contractor Development Programme. The soon-to-be completed re-alignment
process of the programme will ensure broad and inclusive women contractor participation.

e Two senior Managers were dismissed after a disciplinary inquiry found them guilty on charges
of fraud and corruption.
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e (Critical vacancies at the level of Chief Director and Director were filled.

e The roads project between Lichtenburg and Koster was terminated due to the poor performance
by the contractor.

e The scope for Price-WaterhouseCoopers to conduct forensic investigations in relation to existing
roads infrastructure contracts was extended.

e Gobodo Incorporated was appointed to conduct a forensic investigation of lease agreements
for Department of Health’s office park.

1.3 Comment on major projects undertaken or completed during the year

e The construction of the tarred road from Ganyesa to Tlakgameng commenced and it is expected
that it will create 150 new job opportunities (Tlakgameng and the neighbouring villages of
Phaposane, Gapayi and Khudukgwane were the centre of service delivery protests in 2010).

e In ensuring the effective, efficient, accessible, affordable, safe and integrated passenger
transport, 8 commuter transport operators were subsidized with a total of 26 975 as a number
of trips monitored in a year for the total of 26, 387, 510 km operated.

® |nimproving the mobility of farm and deep rural learners who walk more than more 5 km to and
from the school, the Department in conjunction with the Department of Education identified the
areas and the 31 881 beneficiaries who were subsidised with104 transport operators.

e The updating of the Provincial Land Transport Framework was completed - the framework seeks
to give broad strategic direction to the development of transport in the Province. It also indicates
land use development trends and the desirable spatial development of the province, and what
transport measures and actions should be put in place to support the intended spatial
development. Thus it should guide land transport planning by Local and District Municipalities
within the province.

e The development of the Provincial Land Transport Policy was completed - the purpose of the
policy is to review the state of transport in the Province with a view to understanding the major
problems affecting the delivery of transport infrastructure, freight and passenger transport
services to businesses, households and citizens.

e The Department has successfully distributed 1668 bicycles to learners in various areas.

e A number of 465 operating licenses have been converted to taxi permits.

e In terms of roads infrastructure in the Province, the Department has successfully achieved the

following:

1. Number of km of paved roads rehabilitated 98.5

2. Number of km of paved roads resealed 335.3

3. Number of square meters of blacktop patching 145 203
4. Number of km of gravel roads upgraded to paved roads 61

5. Number of km gravel roads bladed 80 205
6. Number of km gravel shoulders (surfaced roads) bladed 843

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 657 446
000 which consists of the equitable share and National Conditional grants. The actual spending was

95% of the allocated budget, which translates to R2 524 835 000 in monetary value.

The bulk of 5% under-spending relates to the building infrastructure and road maintenance programmes.
Plans had to be reviewed to accommodate the unforeseen and unavoidable circumstances such as the
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extension of scholar transport and revitalization of Mahikeng and its surrounding areas. The details are
provided below under each programme:

1.4.2 Programme 1: Administration — 96%

Delay in implementation of the Learnership Programme was experienced due to poor response of the
training institutions which were expected to provide the learnership training to the learners as per
programme requirements. Most of the respondents were not registered/accredited institutions hence
they could not be used. This challenge was communicated to the Office of Premier and it was requested
that the allocated budget of R1 167 000 be rolled-over in order to proceed with the programme.

The following challenges as previously reported are still being experienced; however, the Department
has put plans in place to address them:

e | ack of capacity to provide support on Supply Chain Management and Internal Control

e Quality Assurance and Risk management

e Office accommodation

1.4.2 Programme 2: Public Works — 94%

The spending trend of the Programme is at satisfactory level except in capital expenditure (buildings
and other fixed structures) where one approved project (Ditsobotla sub- district office) was delayed
based on a management decision to reprioritize scholar transport subsidy to avoid possible projected
overspending.

The request in that regard was forwarded to the Provincial Treasury for approval but was declined during
the adjustment budget. These factors contributed to the project not being completed in time. The project
was included in the 2011/12 infrastructure plan and a request has been made that the funds be rolled
over.

1.4.3 Programme 3: Roads Infrastructure — 96%

The reprioritisation of roads maintenance within the Mahikeng Local Municipality area, in response to
the Premier’s call to assist the Municipality resulted in changes to the roads maintenance plan. The
Mahikeng Revitalisation project started late due to procurement processes that were not planned for.
However, contractors are on site and a request has been made that the unspent funds be rolled over to
the 2011/12 financial year. The underfunding of capital infrastructure projects remains a challenge.

1.4.4 Programme 4: Public and Freight Transport — 96%

Due to the introduction of the new financial system (BAS), the duplication of payments were discovered
at last days of the financial year and corrections were made however payments could not go through
due to cut off date. Due to the available outstanding commuter bus subsidy invoices, the request for roll
over amounting to R19 million has been made in order to proceed with payment of service rendered.

1.4.5 Programme 5: Expanded Public Works Programme — 94%
The Programme did not fill all its funded and vacant positions as previously planned due to the delay in
completing the organizational structure in the year under review following the reconfiguration. Same as

in the previous financial year, the reported savings is also includes an amount of R2 897 000 that was
included in the overall budget allocation of this programme for additional jobs incentives. This amount
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was allocated according to the 2009 Division of Revenue Act (DoRA) to only be paid out to a specific
department provided it has exceeded the pre-determined performance targets for creation of job opportu-
nities through the EPWP.

Since the Department did not meet the target, the reflected budget was also not appropriated by National
Public Works hence surrendered.

1.5 Virement

The Department has in terms of section 43 (1) of the PFMA applied and received the Provincial
Treasury's approval on virement that was implemented by reallocating compensation of employees
funds from Administration, Roads Infrastructure and Public and Fright Transport in order to defray same
compensation of employees for Public works.

1.6 Unauthorised Expenditure:

The Department did not incur any unauthorised expenditure in the year under audit, however as
previously reported, the amount as disclosed under the same heading made of prior years expenditures
inherited from ex Department of Transport, Roads and Public Works. All information related to the
expenditure has been submitted to the Provincial Treasury to make consolidated submission to
Legislature for consideration. At the time of reporting the condonment process was at the final stage.
1.7 Fruitless and Wasteful Expenditure

Lack of Internal Control unit to investigate the previous and current fruitless and wasteful expenditure
cases has resulted in to the amount of R6 523 000 not cleared and reported as an unclear balance in
our books. The relevant has been capacitated and started with the implementation of system control
process after the reporting date.

2 Service rendered by the department:

2.1.1 Administration

This programme has provided a political leadership and management support within the Department
and also accounted for management of public funds as well as the human resource management and
integrated planning support services.

2.1.2 Public Works

The programme was responsible for Provincial Infrastructure development, Facilities management and
District operations.

2.1.3 Roads Infrastructure

The Road infrastructure programme has provided the roads infrastructure planning, design, development
and maintenance.

2.1.4 Public and Freight transport

This programme has ensured the provisioning of effective, efficient, accessible, affordable, safe and
integrated passenger transport system that is economically viable and with a rural bias.
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2.1.5 Community Based Programme (EPWP)

This programme has coordinated and monitored the expanded public works programme in the
Department and Province.

2.2 Tariff policy

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

The Department bulk of revenue is internally sourced from the following:

2.2.1 Kilometer Monies

The revision of kilometer money tariffs was requested from the Provincial Treasury however the approval
was not obtained at the reporting date.

2.3 Free Services

The Department did not provide any of its revenue generated 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 to address are, Engineers,
Technicians, Artisans, Transport economists and Transport planners. This has resulted in the Department
relied more on external service providers who in most cases also need monitoring.

6. Utilisation of donor funds

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. Organisations to whom transfer payments have been made

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
Bokone Transport Investment whose their contract with Department has expired in the year under review

is the sole recipient on the monies transferred in a form of assistance to empower Taxi Industry in the
Province.
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8.2 Bus Subsidies

8.2.1 Commuter Bus Subsidies

e Amarosa Trading (PTY) Ltd
Atamelang Bus Transport
Bojanala Bus Transport
Phumatra Transport
Mantella Trading 624cc

8.2. Scholar Transport

Alberts J S

Motshidisi B J

Goodman Ndaba

Nage M G N

Rekopile Transport
Thuto Ke Lesedi Transport
Pretorius S L

B Kanjee Transport

Liso

Tolomane

Khauoe Transport
Master Runners

Sephiro

Edward Mzima

Seoke

Mmamosweu

Elmogeo Trading

Tlo Re Tshele

Maczola Tours

Moteja Trading

CMM

Phanyaza

Sephiro’s Transport & Projects
Mabeleng Transport
LegodiR J

Boikanyo M

J M Mpolokeng

Thusang Bana Transport
Hayman’s Transport & Projects
Mantella

Dintwe Transport
Gaabue Tours
Balegorositse

Fepang

Kgalagadi

8.4 Municipalities

Central Taxi Corp.
Tirisano Learner Transport
Ramaoka Transport
Mokwatsi Transport
Kemone Transport
Tirisano Learner
Tolomane

Aau’s Bus Transport
Dinkebogile Transport
Kobamelo Construction
Pagamang Trading
Moteja Trading

T J Sedumedi Trading
Tau More Transport
Tihiloa Boroko Leaner
Morongwa Trading

E J S Buses and Tours
Elmogeo Trading
Moteja Trading

Tango Logistics
Moteke K

Letsopa Trading
Seatlholo T G
Phanyane T

Ntaolang S D

Dipico Mining

K G E Masia

The Department has in the financial year under audit continued with payment for rates and taxes to
various Municipalities. The payments were made through the receipts of invoices submitted to the
Department by 15 of the following Municipalities for 1394 properties;

e Ketlengriver
e Madibeng
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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 PPP for financial year under audit. However it has started the joint
funding arrangement of roads projects in Bojanala District Municipality with South African National Roads
Agency Limited (SANDRAL) for Madidi access road as part of rural development project.

10. Corporate government arrangements

The Department has established Risk Management and Internal Control Unit to facilitate and maintains
a system of internal control over its financial activities and the safeguarding of state assets. The internal
audit was functional during the year under audit and the function was performed by centralized North
West Provincial Internal Audit. The Risk Management and Internal Control Unit has been incorporated
into the performance management system of the Department and quarterly reporting to the Audit
Committee.

In order to capacitate the Risk Management and Internal Control, the Department has appointed a
Director who started with the Department in after the reporting date in early May 2011. Due to capacity
constraint, the Department did not produce the risk assessment report in the year under however the
draft fraud prevention plan was produced and shared with the Office of Auditor General.

A full disclosure of all interest held by senior managers are compulsory in terms of Public Service
Commission requirements.

11. Discontinued activities/activities to be discontinued

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

12. Newl/proposed activities

The approval to transfer the International status of Pilanesburg Airport to Mahikeng after 2010 World
Cup Soccer tournament will require a different strategy to meet all the standards. There are additional
monetary requirement to meet the required standards to bring Airport to speed regarding compliance.
13. Assets Management

The Department following a qualified audit opinion on Assets Management in the 2009/10 financial year
initiated an extensive process to ensure the completeness and accuracy of five (5) classes of both
movable and immovable assets register. An assets management task team was established to ensure

all milestones and other areas of assets are properly managed and accounted for in the financial
statements of the Department.
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Like in the previous financial year, the Department accounted for five classes of both movable and
immovable assets, Office Furniture, Government Fleet, Yellow Fleet, Buildings and Roads Network.

13.1 Assets Count

The physical assets verification was successfully performed on yellow fleet, white fleet and office future
including households. Other classes of assets due to lack of capacity the verification process did not
take place.

13.2 Assets not reflected in the assets register

The migration of financial system from Walker to Basic Accounting System has affected the Provincial
centralized assets management system. All assets that were bought in the year under review were not
bar-coded until towards the end of the financial year when the previously used system was changed to
BAS.

13.2 Title Deeds

e As previously reported, 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
and attempts have been made to obtain any proof that can used during the audit. This is a
challenge that the Department did not resolve in the financial year under review and
intervention was requested both National and Provincial Departments.

e Some properties on urban areas never had title deeds or some townships do not have
township Establishment Deeds.
. Some properties were never surveyed and do not have approved diagrams.

14. Inventories

As at the end of the period under audit, 31 March 2011 the value of the Department inventory on hand
was as per table below:

Description 2010/11

R'000
Parts and other Maintenance materials 13 763
Stationery and Printing 1912
Gas and Fuel 2548
Roads maintenance 4109
Other Consumables 2719
Total 25 051

15. Events after the reporting date
None
16. Information on predetermined objectives

The Departmental Strategic Plan and the Annual Performance Plan have been prepared in line with
National Treasury framework. Quarterly reports on actual performance of the programmes have been
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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 monthly and quarterly basis. Other additional performance
monitoring reports used by the Department are: In-Year Monitoring Report (I'YM), Infrastructure Reporting
Model (IRM), Quarterly Performance Report (QPR), Performance Report (QPR) and Cluster
Management reports (CMR).

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

17. SCOPA resolutions

In the financial year under audit, the Department attended a Provincial Public Account Committee
meeting with the committee invitation but the meeting was postponed until further notice. However the
questions raised by the committee were forwarded to Department and were responded with the progress
made in addressing them. All have been reported under next item, prior modifications to audit reports.

18. Prior modifications to audit reports

Nature of matters on non compliance Financial year in | Progress made in clearing resolving the
which it first | matter
arose
1.1 Audit evidence could not be submitted | 2009/10 The required evidence referres to the title
for land and buildings of R10 546 051 deeds which cannot be obtained from the
330, situated in tribal areas and what heads of the tribal authorities (Magosi)
management has decided on to rectify where the buildings/properties are situated
the situation? and the matter was promptly communicated

to the office of the Accountant General,
National Department of Public Works and
Office of the Auditor General for their
intervention. The office of the Auditor
General has since promised to enquire with
their technical team so as to can advice the

Department.

1.2 The required audit evidence to support | 2009/10 Not all the supporting documents were
the adjustments of R437 534 000 to provided since the Department did not obtain
the opening balance of immovable the audit file that was given to the office of
tangible capital assets? the Auditor General by ex Public Works in

the previous financial year 2008/09 during
the audit and the matter was brought to the
attention of both Office of the Auditor
General and Provincial Internal Audit. The
requested audit file was supposed to have
contained the information that was going to
assist the Department during the
reconciliation of the closing and opening
balances of the immovable tangible capital

assets.
1.3 The difference of R26 375 000 | 2009/10 That was a printing error in the 2008/09 ex
between the comparative amount of Public Works annual report which was since
R14 749 014 000 and the transfer of corrected by the Department however was
functions calculation of R14 775 389 not considered by Auditor General due to cut
000 for non residential buildings off date of audit.

subsequently been investigated and
corrected and supported by audit
evidence?
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Nature of matters on non compliance

Financial year in
which it first
arose

Progress made in clearing resolving the
matter

1.4 What control measures have been
implemented to ensure that documentation
supporting financial transactions is easily
retrievable and reliable?

2009/10

The Department has since prepared the
assets management action plan that is
currently been implemented as
recommended by office of the Auditor
General and the Provincial Internal Audit.

1.5 Have the deficiencies in the asset register
subsequently been addressed, and if not, when
will this be finalised?

2009/10

The correcting process is in progress, it was
delayed due to lack of human capital
following the reconfiguration. The
Department is hoping to complete the
exercise before the end of the current
financial year for audit purpose.

1.6 What control measures have been
implemented to prevent any payments
being made without the required
supporting documents?

2009/10

Like with other Provincial Departments, all
payments are captured by the Department
and forwarded to the Provincial Treasury, to
be released by Creditors Central Payment
(CCP) after a pre audit is performed on
payment supporting documents.

1.7 Are you now in a position to submit the
documentation required in respect of
the payments of R21 631 494 to
consultants disclosed in the statement
of financial performance?

2009/10

The appointment of referred consultants was
not done properly as required by PFMA and
its other financial legislations and treasury
directives hence the procurement process
documentation was not available for
submission to the Auditor General. The
problem has since been addressed through
the Price  Water House Coopers
recommendations following their forensic
investigation that was instituted by the
Department.

1.8 Has the irregular expenditure of R158 991
503 made in contravention of the supply chain
management regulations been dealt with in
terms of section 38 of the PFMA that requires
the accounting officer to investigate irregular
expenditure that occurred and take effective
and appropriate disciplinary steps against
officials who make or permit irregular
expenditure?

2009/10

This expenditure has been reported to the
Provincial Treasury through office of the
Accountant General for consolidation before
reporting to the National Treasury as
required by Treasury practice note. However
the Department was advised to wait for final
PWHC forensic report in order to combine all
the identified irregular amounts before
regularization. The appropriate disciplinary
steps have been taken against the affected
two (2) officials who were since released
from their duties.

1.9 Without supporting documentation, what
assurance can you give this committee that the
expenditure of R749 968 780 referred to in
paragraph 11 was not irregular?

2009/10

The supporting documentations were
presented to the Auditor General, however
due to its large volume they were submitted
after the auditors’ cut-off date and were not
considered since the time was very limited to
audit them.

1.10 What control measures have been
implemented to improve the ineffective contract
management system and how will these
controls be monitored?

2009/10

The Department has since established the
contract management unit which is led by a
legal senior official who reports to office of
the Acting Chief Financial Officer for
monitoring purpose. All the Departmental
contracts have been centralized for better
control.
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Nature of matters on non compliance

Financial year in
which it first
arose

Progress made in clearing resolving the
matter

1.11 What was the reason for the under
spending of the budget and how did this effect
service delivery?

2009/10

The reported under spending was as result
of the additional budget that was received by
the Department in the second adjustment
estimates tabled by the Legislature on the 30
March 2010 to relief budget pressure
reported on road infrastructure and bus
subsidies. This was a special arrangement to
assist the Department; however the timing
did not allow the payment of all the invoices
to go through as planned. The Department
had a very limited time (two days) to process
all the outstanding invoices for goods and
services already delivered and rendered
which resulted into accruals that were
disclosed in the AFS.

1.12 What measures have been implemented
to ensure future compliance with Treasury
Regulations?

2009/10

Even though the Department was allocated
additional budget towards the end of the
year under review the funding was not
enough hence the accruals were reported as
a result of all the invoices that were not paid
due to budget shortfall particularly in bus
subsidies and roads infrastructure (capex),
however that corrective measures have
since been taken to in the current financial
year to avoid the same to occur again.

1.13 What is the current status regarding the
unauthorized expenditure of R500 632 000 and
fruitless and wasteful expenditure of R5 340
000 in respect of prior years?

2009/10

The Risk and Internal Control Unit is now
reporting directly to the office of the
Accounting Office in an attempt to
strengthen the reporting control measures
and enhance autonomy from financial unit.

1.14 What control measures have been
implemented to ensure future compliance with
section 40 (3)(a) of the PFMA and how will
these measures be monitored?

2009/10

The Risk and Internal Control Unit is now
reporting directly to the office of the
Accounting Office in an attempt to
strengthen the reporting control measures
and enhance autonomy from financial unit.

1.15 What control measures have been
implemented to monitor the time period
between invoices received and paid, and to
check whether vendors are registered as VAT
vendors?

2009/10

The payment turnaround time is within 30
days in terms of the applicable financial
legislatives; however the Department is
always ensuring that payments are
processed within the reasonable period
except where there are corrections required
on payment vouchers/certificates.
Confirmation of that effort is the
Departmental invoice receiving stamp date,
CCP receiving date and the payment date.

1.16 How many key positions are presently
being filled by acting officials and when will
permanent appointments be made?

2009/10

Of the key senior positions that are vacant
only the positions of Head of Departments,
Chief Financial Officer and Chief Director:
Roads Management are filled by acting
officials. The Department has advertised and
interviewed for the position of Chief Director:
Roads Management.

Following a directive from the Hon. Premier,
the filling of Head of Department position has
since been put on hold and this affects all
other Provincial Departments. The interview
for the Chief Financial Officer will be finalised
within February 2011.
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Nature of matters on non compliance Financial year in | Progress made in clearing resolving the
which it first | matter
arose
1.17 What control measures have been | 2009/10 The Department has accepted the findings
implemented to ensure that the financial and recommendations of both Provincial
statements and other information to be Internal Audit and the Auditor General as
included in the annual report are adequately presented. After receiving the audit report
reviewed for completeness and accuracy prior and management comments, the
to submission for audit? Department isolated the risk areas and

prepared an action plan which all Managers
are expected to report the progress in
addressing the highlighted matters. The
MEC of the Department is also supporting
the accounting officer in monitoring that

process.
1.18 Has a fraud prevention plan subsequently | 2009/10 Subsequent to the reconfiguration, the newly
been implemented and a formal risk established Department of Public Works,
assessment been performed? Roads and Transport had to restart the

process again was unable to complete it due
various challenges which includes capacity.
However the management of the Department
has been consulted by the unit in charge in
order produces both fraud prevention plan
and risk assessment report.

1.19 Are action plans to address all significant | 2009/10 The Risk Management and Internal Control
internal control deficiencies reviewed and as responsible Unit for putting internal
monitored on a regular basis? control systems in place has in the new

proposed organizational structure relocated
to office of the Accounting Officer in order to
report their findings and progress made
independently. The audit action is also a
standing agenda point in the Departmental
management  committee  meeting  for
monitoring and progress reporting.

1.20 What is the current status regarding the | 2009/10 The two referred officials were found guilty in
investigation currently being conducted by the most of the charges that were instituted
Department on two employees for allegation of against them and the matter was after the
possible misappropriation of funds due to internal hearing process reported to the
mismanagement? South African Police Services (SAPS) and

other law institutions for further investigation
as per case number CAS 313/1/2010.

19 Exemptions and deviations received from the National Treasury

None

20 Other

20.1 Attorneys Trust Account

After been remaindered on several occasions to pay back the R5million that was deposited into the

attorney’s trust account, the legal action was taken against the attorney who was previously used by
the Department in the forensic investigation on mismanagement of CAPEX funds.
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20.2 Auctioneer

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

21. Approval

The Annual Financial Statements set out on pages 77 to 148 have been approved by the Accounting
Officer.

MS M. R NTSHABELE
Acting Accounting Officer

Date 31 May 2011




DORN

Q
A UDITOR-GENERAL
SOUTH A FRICA

Qo

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 accompanying 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 2011, the statement of financial performance and the cash
flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory information as set out on pages 77 to 148.

Accounting officer’s responsibility for the financial statements

2.  The accounting officer is responsible for the preparation of these financial statements in
accordance with the Departmental Financial Reporting Framework prescribed by the
National Treasury and in the manner required by the Public Finance Management Act of
South Africa, 1999 (Act No. 1 of 1999) (PFMA) and the Division of Revenue Act of South
Africa, 2010 (Act No. 1 of 2010) (DoRA), and for such internal control as management
determines 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.  As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996)
and section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my
responsibility is to express an opinion on the financial statements based on conducting the
audit in accordance with the International Standards on Auditing and General Notice 1111
of 2010 issued in Government Gazette 33872 of 15 December 2010. 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 for irregular expenditure of R500
438 000 (2010: R146 098 000), disclosed in note 32 to the financial statements, due to the
following:

4.1 The adjustment of R158 991 000 relating to the prior year was based on a projected
misstatement reported in the prior year without re-evaluating the entire expenditure
population for the year ended 31 March 2010.

4.2 The departments records did not permit the application of alternative procedures to
determine the occurrence and valuation of the current year irregular expenditure of
R227 361 000 due to the absence of a contract management system and the inability to
relate payments to specific contracts. | could not perform further alternative procedures due
to the lack of a consolidated contract register and it was impracticable to quantify the
resulting misstatement in irregular expenditure.

4.3 Treasury Regulation 9.1.2 requires that irregular expenditure incurred by a department in
contravention of tender procedures must be brought to the attention of the relevant
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procurement authority. According to National Treasury Practice Note 4 of 2008, the relevant
authority for procurement where a due process was not followed in excess to the threshold
amounts is the National Treasury. The department did not obtain National Treasury approval
to condone irregular expenditure of R30 823 000 included in irregular expenditure of
R32 012 000 condoned as disclosed in the financial statements.

5. Consequently | could not determine the accuracy, completeness, existence, presentation and
disclosure of irregular expenditure disclosed in note 32 to the financial statements.

Immovable tangible capital assets

6. | was unable to obtain sufficient appropriate audit evidence for immovable tangible capital
assets of R19 931 327 000 (2010: R17 887 577 000) disclosed in note 35 to the financial
statements. | was unable to perform alternative procedures due to the unavailability of
contractual agreements, valuation certificates, title deeds, reconciliations, lack of detail in the
roads register and the lack of a sufficient appropriate immovable asset register. Consequently
| could not determine the rights, valuation, existence, completeness presentation and
disclosure of immovable tangible capital assets disclosed in the financial statements, nor
could | practicably quantify the resulting misstatement.

Movable tangible capital assets

7. | was unable to obtain sufficient appropriate audit evidence for movable tangible capital assets
of R766 191 000 (2010: R525 204 000) disclosed in note 35 to the financial statements. The
department’s records did not permit the application of alternative audit procedures due to the
lack of a complete and accurate asset register and a difference of R613 631 090 between
the WALKER asset register and the financial statements. Consequently | could not determine
the existence, accuracy and valuation and completeness of movable tangible capital assets
disclosed in the financial statements.

8. | was unable to verify the existence, accuracy, valuation and completeness of minor assets
of R20 143 000 disclosed in note 35 to the financial statements, as the department did not
compile a separate minor asset register but incorrectly included all minor asset items in the
major asset register .The department’s records did not permit the application of alternative
audit procedures, consequently | could not practicably quantify the misstatement.

Commitments

9. The department did not have a contract management system or contract register in place to
identify and recognise commitments and there were no satisfactory alternative audit
procedures that | could perform to obtain reasonable assurance that all commitments were
properly recorded. Consequently, | was unable to obtain sufficient appropriate audit evidence
to satisfy myself as to the completeness, existence, valuation and obligation of capital
commitments of R3 781 259 000 (2010: R1 075 718 000) disclosed in note 27 to the financial
statements.

Contingent liabilities

10. The Departmental Financial Reporting Framework requires the department to disclose any
events not wholly in the control of the department and that gave rise to the possibility of an
outflow of economic benefits. Legal claims of R161 073 292 instituted against the department,
were not disclosed as contingent liabilities. Consequently, contingent liabilities of R68 116
000 disclosed in note 26 to the financial statements were understated by R161 073 292.

11.  The department did not assess the probable outcome of the legal claims of R68 116 000
disclosed as contingent liabilities in note 26 to the financial statements. It is doubtful whether
all these claims constitute valid defendable claims. Consequently, | was unable to satisfy
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myself as to the existence, valuation and obligation of contingent liabilities of R68 116 000
disclosed in the financial statements.

Accruals

12. The Departmental Financial Reporting Framework requires the department to disclose goods
and services received, but where no invoice has been received from the supplier at the
reporting date or where an invoice has been received but final authorisation for the payment
has not been effected on the system, as accruals. Goods and services of R73 535 309
received before year-end but paid after year-end were however not disclosed as accruals.
Consequently, accruals of R110 063 000 disclosed in note 28 to the financial statements
are understated by R73 535 309.

Receivables

13. The Departmental Financial Reporting Framework requires that the department disclose
receivables from other departments in the financial statements. However, receivables of
R14 566 000 as disclosed in note 31 to the financial statements were understated with
R21 166 396 due to service charges for the usage of vehicles not being invoiced to other
departments at year-end.

14. | was unable to obtain sufficient appropriate audit evidence for rental income of R9 398 282
included in sales of goods and services other than capital expenditure of R13 490 000 as
disclosed in note 31 to the financial statements, due to the department’s inability to provide
lease agreements to support this income. The department’s records did not permit
application of alternative procedures. Consequently, | could not determine the existence and
valuation of sales of goods and services other than capital expenditure of R13 490 000 as
disclosed in note 31 to the financial statements.

15. The department did not account for any impairment of debtors in note 40 to the financial
statements. However, debtors of R14 626 178 did not show any movement during the year,
nor were actions taken by the department to recover these outstanding amounts, which is
an indication that positive cash flows from these debtors are unlikely. Under these circum-
stances and in accordance with the Departmental Financial Reporting Framework, these
debtors should be disclosed as potentially irrecoverable.

Transfer payments

16. | was unable to obtain sufficient appropriate audit evidence to determine the occurrence and
accuracy of scholar transport subsidies of R7 400 607 included in transfers and subsidies
to public corporations and private enterprises of R530 986 000 as disclosed in note 11 to
the financial statements. | was unable to perform alternative audit procedures due to the
lack of contracts and departmental records. Accordingly, | was also unable to practicably
quantify the resulting misstatement of transfers and subsidies disclosed in the financial
statements.

Disclaimer opinion

17. Because of the significance of the matters described in the basis for disclaimer 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 these financial
statements.

Emphasis of matters

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

19. As disclosed in note 13 to the financial statements, unauthorised expenditure of
R500 632 000 in respect of prior years had not been dealt with in accordance with section
34 of the PFMA.

Fruitless and wasteful expenditure

20. As disclosed in note 14 to the financial statements, fruitless and wasteful expenditure of
R5 340 000 in respect of prior years, must still be dealt with in terms of section 38 of the
PFMA.

Material underspending of the budget

21. As disclosed in the appropriation statement, the department has materially underspent the
budget with R132 684 000, mainly on programmes 3 and 4. Consequently, the department
did not fulfil its mandate on public transport and routine, preventative and general
maintenance to roads infrastructure and buildings.

Additional matters

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

Unaudited supplementary schedules

23. The supplementary information set out on pages 149 to 158. 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

24. In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in
Government Gazette 33872 of 15 December 2010, | include below my findings on the annual
performance report as set out on pages 24 to 51 and material non-compliance with laws
and regulations applicable to the department.

Predetermined objectives
Usefulness of information

25. The reported performance against predetermined objectives was deficient in respect of the
following criteria:

* Measurability: Indicators are well defined and verifiable and targets are specific,
measurable and time bound
The following audit findings relate to the above criteria:

Planned and reported targets are not time bound

26. Forthe selected programmes (Programme 3: Roads infrastructure and Programme 4: Public
and freight transport), 61% of the planned and reported targets were not time bound in
specifying the time period or deadline for delivery.

Reliability of information

27. The reported performance against predetermined objectives was deficient in respect of the
following criteria:
» Validity: Actual reported performance has occurred and pertains to the entity
* Accuracy: Amounts, numbers, and other data relating to reported actual performance
have been recorded and reported appropriately
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The following audit findings relate to the above criteria:

Reported performance against targets is not valid and accurate when compared to source information

28. For the selected programs (Programme 3: Roads infrastructure and Programme 4: Public and
freight transport), 50% of the reported targets were not valid and accurate based on the source
information or evidence provided.

Compliance with laws and regulations
Strategic planning and performance management

29. The accounting officer did not provide the relevant legislature with the annual performance plan
at least seven days prior to the discussion of the department's budget vote as required by
Treasury Regulation 5.2.2.

30. 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 report

31. The annual report of the department did not include the information relevant to the North West
Transport Investments (Pty) Ltd as required by Treasury Regulation 18.4.1.

Financial statements

32. The accounting officer submitted financial statements for auditing that were not prepared in all
material aspects in accordance with generally recognised accounting practice and supported
by full and proper records as required by section 40(1)(a) and (b) of the PFMA. Material
misstatements identified by the AGSA were not subsequently corrected adequately, which
resulted in the financial statements receiving a disclaimer audit opinion in contravention of
section 40(3)(a).

Procurement and contract management

33. Contrary to section 38(1)(a)(iii) of the PFMA, the accounting officer did not implement and
maintain a procurement and provisioning system which is fair, equitable, transparent,
competitive and cost effective.

34. Sufficient appropriate audit evidence could not be obtained that goods and services with a
transaction value between R10 000 and R500 000 were procured by inviting at least three
written price quotations from prospective suppliers as per the requirements of Treasury
Regulation 16A6.1 and National Treasury Practice Note 8 of 2007/08.

35. Goods and services with a transaction value of over R500 000 were not procured by means of
a competitive bidding process as per the requirements of Treasury Regulation 16A6.1, Treasury
Regulation 16A6.4 and National Treasury Practice Note 6 and 8 of 2007/08.

36. Sufficient appropriate audit evidence could not be obtained that invitations for competitive
bidding were advertised for a minimum period of 21 days as per the requirements of Treasury
Regulation 16A6.3(c).

37. Sufficient appropriate audit evidence could not be obtained that awards were made to suppliers
based on criteria that are consistent with the original invitations for bids as per the requirement
of a fair supply chain management system in Treasury Regulation 16A3.2.

38. Sufficient appropriate audit evidence could not be obtained that awards were made to suppliers
who provided written proof from the South African Revenue Service that their tax matters are
in order as per the requirements of Preferential Procurement Regulations 16 and Treasury
Regulation 16A9.1(d).
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39.

40.

41.

42.

43.

44,

45.

46.

47.

Sufficient appropriate audit evidence could not be obtained that awards were made to
suppliers that scored the highest points in the evaluation process as per the requirements
of section 2(1)(f) of Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000) .

Sufficient appropriate audit evidence could not be obtained that contracts were awarded or
recommended by properly constituted adjudication committees as per the requirements of
Treasury Regulation 16A6.2 and the supply chain management policy.

Awards were made to bidders who did not submit an SBD 4 declaring whether the bidder or
any person connected with the bidder is employed by the state or if the bidder is a legal
person, whether the bidder has a relationship with persons involved in the evaluation and/or
adjudication of the bids as per the requirements of National Treasury Practice Note 7 of
2009/10.

Sufficient appropriate audit evidence could not be obtained that all extension or modification
to contracts were approved by a delegated official as per the requirements of Treasury
Regulation 8.2.1 and 8.2.2.

Contracts were extended or modified to the extent that competitive bidding processes were
being circumvented contrary to the requirement of a fair supply chain management system
in Treasury Regulation 16A3.2.

A proper evaluation of major capital projects was not done prior to a final decision on the
project as per the requirements of section 38(1)(a) of the PFMA.

Sufficient appropriate audit evidence could not be obtained that construction contracts were
awarded to contractors that were registered and qualified for the contract in accordance with
the prescripts of the Construction Industry Development Board as required by Treasury
Regulation 16A6.3(a).

Awards were made to suppliers who did not declare their employment by the state or their
connection with a person employed by the state or their relationship with persons involved
in the evaluation and adjudication of the bids as per the requirements of National Treasury
Practice Note 7 of 2009/10.

The prospective suppliers’ list for procuring goods and services through quotations was not
updated at least quarterly to include new suppliers that qualify for listing and prospective
suppliers were not invited to apply for such listing at least once a year as per the
requirements of National Treasury Practice Note 8 of 2007/08.

HR management and compensation

48.

49.

50.

51.

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

Sufficient appropriate audit evidence could not be obtained that a process was followed for
all appointments to verify the claims in their applications for a post as required by PSR
1/VII/D.8.

Senior managers did not enter into a performance agreement for the current year as required
by PSR 4/11I/B.1.

Employees acted in higher vacant posts for an uninterrupted period exceeding 12 months
contrary to PSR 1/VII/B.5.3.

Expenditure management

52.

53.

Payments due to creditors were not always settled within 30 days from receipt of an invoice
as required by section 38(1)(f) of the PFMA and Treasury Regulation 8.2.3.

The accounting officer did not take effective and appropriate steps to prevent and detect
irregular expenditure as required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation
9.1.1.
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54. The accounting officer did not immediately, upon the discovery of irregular/ fruitless and
wasteful expenditure, report it to the relevant treasury as required by section 38(1)(g) of the
PFMA.

55. The accounting officer did not take effective and appropriate disciplinary steps against
officials who made or permitted irregular/ fruitless and wasteful as required by section
38(h)(iii) of the PFMA and Treasury Regulation 9.1.3.

56. The accounting officer did not recover irregular/ fruitless and wasteful from a liable official
as required by Treasury Regulation 9.1.4.

Transfers and conditional grants

57. The accounting officer transferred funds (other than grants in terms of DoRA) without
obtaining a written assurance from the receiving entity that, that entity implemented effective,
efficient and transparent financial management and internal control systems as required by
section 38(1)(j) of the PFMA.

Asset management

58. The accounting officer did not implement proper control systems for the safeguarding and
maintenance of assets to prevent theft, losses, wastage and misuse as required by Treasury
Regulation 10.1.

Revenue management

59. The accounting officer did not develop and implement appropriate processes that provide
for the identification, collection, recording, reconciliation and safeguarding of information
about revenue to ensure that all money due to the department/ trading entity is collected as
required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation 7.2.1.

60. The tariff structure for revenue of the department was not approved by the relevant treasury
as required by Treasury Regulation 7.3.1.

INTERNAL CONTROL

61. In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in
Government Gazette 33872 of 15 December 2010, | considered internal control relevant to
my audit, but not for the purpose of expressing an opinion on the effectiveness of internal
control. The matters reported below are limited to the significant deficiencies that resulted
in the basis for disclaimer of opinion, the findings on the annual performance report and the
findings on compliance with laws and regulations included in this report.

Leadership

62. The leadership did not exercise oversight over reporting and compliance with laws and
regulations and internal control. An effective organisational structure for placing appropriately
skilled people is not in place. Furthermore, the department did not have sufficient monitoring
controls to ensure adherence to the internal policies and procedures regarding
predetermined objectives at a programme/ objective level, as well as for purposes of taking
corrective action.

Financial and performance management

63. Proper record keeping policies and procedures should be implemented and monitored as
no adequate record keeping and record management processes 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
monitoring and tracking of critical programmes and objectives, which includes an immovable,
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movable, roads and contract management systems. Most of the registers and systems are
based on stand-alone Excel spreadsheets, which is not sufficient to support the department’s
information needs.

Governance

64. No risk management activities were implemented, including consideration of IT risk, fraud
risk and performance-related risks. Internal audit and the audit committee did not impact
upon the procedures and operations of the department to resolve the matters raised during
the previous audit report.

OTHER REPORTS

Investigations

65. An investigation was conducted by an independent consulting firm on request of the
department. The investigation was initiated based on the allegation of possible irregularities
in the supply chain management process for procuring goods and services.

Performance audits

66. A performance audit on the infrastructure delivery process at the department is being
conducted. The report covered the period 1 April 2006 to 18 February 2010. The audit was
still ongoing at the reporting date.

67. Aperformance audit on the Readiness of Government to report on its performance is being
conducted. 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 findings will be reported on in a separate report.
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Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Statement of Financial Performance

for the year ended 31 March 2011

REVENUE

Annual appropriation
Statutory appropriation
Departmental revenue
Direct Exchequer Receipts
NRF Receipts

Aid assistance

TOTAL REVENUE

EXPENDITURE

Current expenditure

Compensation of employees

Goods and services

Interest and rent on land

Aid assistance

Unauthorised expenditure approved without funding

Total current expenditure

Transfers and subsidies

Transfers and subsidies

Aid assistance

Unauthorised expenditure approved without funding

Total transfers and subsidies

Expenditure for capital assets

Tangible capital assets

Software and other intangible assets

Unauthorised expenditure approved without funding

Total expenditure for capital assets
Payments for financial assets

Direct Exchequer Payments
TOTAL EXPENDITURE

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the year

Voted Funds
Annual appropriation
Conditional grants
Unconditional grants

Departmental revenue and NRF Receipts
Direct Exchequer receipts/payments
Aid assistance

SURPLUS/(DEFICIT) FOR THE YEAR

Note

AN W=

& OO o N

11

13

12
12
13

10

22
23

2010/11 2009/10
R'000 R'000
2657 393 2 561 367
2 657 393 2 561 367

564 968 525 322
602 339 588 464
1167 307 1113 786
615 747 608 882
615 747 608 882
741 542 816 435
741 542 816 435
113 300
2524 709 2 539 403
132 684 21964
132 684 21 364
132 684
132 684 21964




Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Statement of Financial Position

as at 31 March 2011

ASSETS

Current Assets
Unauthorised expenditure
Fruitless and wasteful expenditure
Cash and cash equivalents
Other financial assets
Prepayments and advances
Receivables
Loans
Aid assistance prepayments
Aid assistance receivable

Non-Current Assets
Investments
Loans
Other financial assets

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
Direct Exchequer Receipts to be surrendered to the Revenue
Fund
Bank overdraft
Payables
Aid assistance repayable
Aid assistance unutilised

Non-Current Liabilities
Payables

TOTAL LIABILITIES

NET ASSETS

Represented by:
Capitalisation reserve
Recoverable revenue
Retained funds
Revaluation reserves

TOTAL

Note

13
14
15
16
17
18
20

19
20
16

21
22
23

24
25

26

2010/11 2009/10
R'000 R'000

537 229 512 850

500 632 500 632

5340 5340

15 975 -

15 282 6878

537 229 512 850

537 229 512 850

80) 21 964

37 852 -

- 490 728

499 465 158

537 229 512 850




Vote 11- NW:PUBLIC WORKS, ROADS & TRANSPORT
Cash Flow Statement

for the year ended 31 March 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts

Annual appropriated funds received

Statutory appropriated funds received

Departmental revenue received

Direct Exchequer receipts

NRF Receipts

Aid assistance received

Net (increase)/ decrease in working capital
Surrendered to Revenue Fund

Surrendered to RDP Fund/Donor

Current payments

Payments for financial assets

Transfers and subsidies paid

Net cash flow available from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets

Proceeds from sale of capital assets

(Increase)/ decrease in loans

(Increase)/ decrease in investments

(Increase)/ decrease in other financial assets
Net cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Distribution/dividend received

Increase/ (decrease) in net assets

Increase/ (decrease) in non-current payables

Net cash flows from financing activities
I

Net increase/ (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Note

1.1

w

27

12
3.4

28

2010/11 2009/10
R'000 R'000
2 626 112 2714 297
2502 657 2561 367
123 455 152 930
430 903 (4 736)
(97 205) (166 846)
(1 167 307) (1 113 786)
(113) (300)
(615 747) (608 882)
1236 643 819 747
(741 542) (816 435)
5288 13 001
(736 254) (803 434)
6314 -
6314 }
506 703 16 313
(490 728) (507 041)
15 975 (490 723)




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2011

ACCOUNTING POLICIES
for the year ended 31 March 2011

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




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2011

2.2

2.3

3.1

3.1.1

owing to the Provincial Revenue Fund at the end of the financial year are recognised as payable
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.

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.

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.

Expenditure
Compensation of employees
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.




NORTH WEST DEPARTMENT OF PUBLIC WORKS, ROADS AND TRANSPORT - VOTE 11
Accounting Policies for the year ended 31 March 2011

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.

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
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Accounting Policies for the year ended 31 March 2011

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.

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
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4.7

4.8

4.8.1

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

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

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.
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5.2 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.

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.
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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
statements.

7. Net Assets

7.1 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.

7.2 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.

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

9. Key management personnel

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

10. 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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