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1. FOREWORD BY MEC

he constitutional mandate of the Department of Public Works, Roads and

Transport is to deliver and maintain infrastructure that will support and promote
socio-economic growth in the Province. During the period under review, the
Department continued to deliver services to both our client Departments and the
citizenry of the Province by delivering the infrastructure required for service delivery
and the infrastructure required to give the communities in the North West Province
access to economic and growth opportunities.

In the Annual Performance Plan for 2014/15, which guided the activities for the

period under review, re-affirmed the Department’s commitment to contribute signif-

icantly and effectively to the national and provincial priorities of infrastructure-led

economic development, skills development, transformation of the construction and property management sectors, job
creation and poverty alleviation through labour-intensive construction methods.

As the major custodian of state immovable assets, the Department of Public Works and Roads is responsible for the
planning, acquisition, management and disposal of state immovable properties vested with the Provincial Government.
The Immovable Asset Register Enhancement Project continued to register improvements and phase 2 was successfully
implemented during the period under review.

The Honourable Premier in his State of the Province Address delivered in June 2014 stated that “Our success in driving
an accelerated programme of economic growth and job creation requires the existence of requisite institutional capacity”.
Indeed, the lack of capacity in critical technical positions such as engineers, artisans, architects and quantity surveyors
have impacted negatively on the Department’s ability to undertake and manage construction and maintenance functions.
In conjunction with Provincial Treasury, National Treasury and the Department of Public Service and Administration a
process of direct sourcing of individuals with the requisite skills and experience was initiated in 2013/14.

These processes culminated in 2014/15 in the filling of some of the critical vacancies in the technical posts. Not all the
positions could be filled due to the moratorium on the filling of posts.

The Department enrolled participants in the Contractor Development Programme (Vuk’phile) and continue to work with
our delivery partners to assist in the development of our emerging contractors.

The provision of adequate and sustainable transport infrastructure remains a challenge against the background of the
deterioration of the provincial roads network, the inadequate funding allocation and retention of appropriate technical
capacity. The Department however will continue to use the resources available in the most economical manner to
continue to improve on the quality of the existing network and to expand the network as may be identified by condition
assessments conducted by means of the Road Asset Management System. The budgetary constraints do pose a
challenge and the Department will continue beyond 2014/15 to seek partnerships to expand the budget envelope
required for this programme.

In conclusion, the Annual Report as presented is a fair reflection of the activities and performance of the Department
for the period under review.

MR M SAMBATHA
MEMBER OF EXECUTIVE COUNCIL
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REPORT OF THE ACCOUNTING OFFICER

2.1 GENERAL REVIEW OF THE STATE OF FINANCIAL AFFAIRS

Overview of the operations of the Department

The 2014/15 financial year was challenging due to a number of issues that impacted negatively on
the operations of the Department. The critical issues are as follows:

. During the last quarter of the 2013/14 financial year, the Executive Council resolved to expand
the EPWP programme which resulted in the appointment of an additional 12 000 beneficiaries
by the Department, bringing the total number of EPWP beneficiaries employed to 18 000. The
beneficiaries were offered a contract of twelve (12) months. However, the funding made
available by Provincial Treasury only covered the first three months of the contract i.e. up to
31 March 2014. The remaining nine months of the contracts were not funded. As a result, the
Department had to reprioritize within the baseline budget to accommodate the unfunded
mandate. This impacted in turn on (i) the implementation of the planned projects within the
Public Works Infrastructure Programme and (ii) service delivery.

. During 2014/15 financial year, an allocation of R147 million was made from the equitable share
towards the Transport Infrastructure Programme (roads). However, the Department could not
access the funds and this ultimately impacted on the cash flow. The Department was not in
a position to settle or reduce the outstanding invoices which resulted in accruals for the year
under review amounting to R329 million. This also impacts negatively on the budget available
for the Transport Infrastructure Programme in 2015/16 unless additional funding is made
available to address the budgetary pressures.

. The Department had to review its structure as a result of policy changes and to respond to
the challenges raised by the Auditor General. The Department is not only confronted with
the equity profile challenge in the engineering profession, but the competition with the private
sector for engineering skills has intensified with the focus put on infrastructure and economic
development in the country as a whole

The Department is faced with a shortage of scarce skills such as professionals in the building sector.
Interventions implemented in this regard include the development of a scarce skills strategy and
increasing the number of bursaries awarded.

In order to strengthen capacity and improve on service delivery, the Department reviewed the
organizational structure. This review was informed, in addition to the factors outlined above, by
the following:

v" More functions and processes should be performed at the District Office level
v Internal control deficiencies continues being raised by the Auditor General

v Lack of monitoring and oversight functions.

v" Lack of strategic planning and poor alignment with budgets

v" Re-organization within the Department
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Overview of the financial results of the Department

Departmental receipts:
Departmental Revenue 2014/15 2013/14
R’000 R’000
Sales of goods and services other than capital assets 29123 180 394
Interest, dividends and rent on land 18 29
Sales of capital assets 1114 179
Transactions in financial assets and liabilities 3703 3785
TOTAL 33 958 184 387

The departmental revenue collectable decreased by 81% due to the transfer of main revenue generator
namely the pool vehicles which were attached to the Transport Operations function that had been
transferred to the Department of Community Safety and Transport Management.

PROGRAMME 2014/15 2013/14
Final Actual Under /(over) Final Actual Under /(over)
appropriation expenditure expenditure appropriation expenditure expenditure
R’000 R’000 R’000 R’000
Administration 187 677 169 507 18 170 174 359 166 524 7 835
Public Works Infrastructure 983 084 911 533 71551 798 957 813 533
(14 574)
Transport Infrastructure 1253 255 1238 415 1523 882 1498 924
14 840 24 958
Community-Based Programme 615 895 614 921 974 179 750 175 589 4161
Transport Operations - - - 937 496 886 542 50 954
Total 3039 911 2934 376 105 535 3 614 446 3541 112 73 334
Percentage 97% 3% 98% 2%

Departmental Expenditure:

The Department spent 97% of the allocated budget for 2014/15 compared to the 98% spent during the
2013/14 financial year. The reasons for the under-expenditure are as follows:

* Vacant posts were not filled due to the moratorium announced by the Office of the Premier
+ Office furniture was not purchased as planned
* R30 million was subject to a court order

* R15 million that was allocated for the asset management system was not utilized

PROGRAMME ORIGINAL BUDGET VIREMENTS ADJUSTED BUDGET
R’000 R’000 R’000

Administration 189 677 (2 000) 187 677

Public Works Infrastructure 1027 084 (44 000) 983 084

Transport Infrastructure 1253 255 - 1253 255

Community-Based Programme 569 895 46 000 615 895

TOTAL 3039 911 - 3039 911

Savings amounting to R46 million were identified in Programme 1: Administration and Programme 2:
Public Works Infrastructure and were utilized to alleviate the budgetary pressures experienced in
Programme 4: Community-Based Programme (EPWP). The virements were done in accordance with
section 43 of the PFMA.

2.2 UNAUTHORIZED EXPENDITURE
The Department did not incur any unauthorized expenditure in the 2014/15 financial year.

However, a prior year’s adjustment amounting to R13 million was made to correct the
overstatement that was made during 2013/14 financial year.
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SIGNIFICANT PROJECTS COMPLETED DURING THE YEAR UNDER REVIEW

Transport infrastructure (roads) projects completed:

PROJECT NO | PROJECT DESCRIPTION CONTRACT CONTRACT
VALUE COMPLETION
DATE
PWRT 02/11C | Patchwork, rehabilitation, reseal and road marking of road P13/2 | R24,979,123.12 06/04/2014
from Lichtenburg to Ottosdal including the Biesiesvlei intersection
and a section of road P28/4 to Coligny
PWRT 02/11D | Patchwork, rehabilitation, reseal and road marking of road P48/1 | R23,700,860.12 14/02/2015
between Welbedacht and Swartkopfontein
PWRT 113/12 | Rehabilitation and reseal of road D894 from P117/1 (Rostrataville) | R23,426,491.84 25/05/2014
to Sannieshof
PWRT Seal and completion of upgrading of road D548/D533 Nkogolwe | R45,656,216.55 10/12/2014
139/12a-2a to Mantsho to Bierkraal - 20km
PWRT Reseal of road D636 (Klipgat to Madidi) - 5km R30,000,000.00 28/11/2014
139/12a - 3a
PWRT151/12 Upgrading and surfacing of road Z554 from Mokgalwaneng to | R45,825,220.64 24/06/2014
Matlametlong - 4.8km
PWRT391/10B | Reseal and light rehabilitation of Afrikaner Mine Road {Road | R47,489,112.67 10/03/2014
- (i) D842) from P56/1 to D860 {14,4km), D860 from N12 to
Hartbeesfontein {16,4km) and Road R507 from D860 to P56/1
{2,7km)
Transport infrastructure (roads) projects under implementation at year end:
PROJECT NO | PROJECT DESCRIPTION CONTRACT CONTRACT
VALUE COMPLETION
DATE
NWTR 36/07a Upgrading of road D201 from Mmamutla to Kgomotso — 7.4 km | R46, 433, 029.00 22/12/2014
PWRT 52/13 Upgrading of road D413 between Setlopo to Meetmekaar — 18 | R116,467,268.00 16/09/2015
km
PWRT 73/12 Rehabilitation of road P54/1 from Matooster to Ruighoek R103,954,738.00 21/12/2014
PWRT 105/11 Rehabilitation of road P23/1 (R504) from N12 at Wolmaransstad | R260,836,651.00 03/02/2015
to P12/1 at Schweizer- Reneke
PWRT 123112 | Upgrading of road D3492 from Morokweng to Bonabona R164 655 797 20/05/2016
PWRT 139/12a | Reseal and fog spray on road D2726 from N4 to K8 (near R15,500,000.00 29/05/2014
-4a Garankuwa ) — 6 km
PWRT 120/12 Upgrading of road D327 from Ganyesa to Vragras to| R264,913,611.00 25/05/2016
Madinonyane — 57 km
PWRT Reseal of road P44/1 from Bophelong Hospital to Vryburg Road | R13,571,629.08 21/02/2015
139/12d - 1a in Mahikeng — 5 km
PWRT 28/13 Emergency repair of bridge 979 on road P110/1 (Brits to | R26,049,788.47 08/12/2014
Thabazimbi), repair of bridge and culverts on road D1263 and
repair to bridge on road D1088 (Brits to Pylkop)
PWRT 32/13 Repair and upgrade of the bridges at Madidi (on road D637 and | R26,297,798.00 01/04/2015
D621 over Sand River) and the bridge at Hebron (on road Z636
over Sand River)
PWRT Reseal of road D2279 and D415 from Dinokana to Gopane to | R13,912,392.87 21/02/2015
139/12d - 1a Borothamandi - 18.42 km
PWRT 152/12 Upgrading of road Z566 from road D515 to road D514 via the | R29,922,454.00 30/01/2015
Bojating Village
PWRT 119/12 Upgrading of road D313 from Morokweng to Vosterhoop (Phase | R195,596,267.00 21/05/2016
1:34 km to Tseoge)
2 Projects related to pothole patching of roads P40/1,P183/1, - -
D40 and D424
PWRT 161/13 Upgrading of Ventersdorp Weighbridge R12 143 035 13/03/2015
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2.6

2.7

2.8

2.9

FREE SERVICES

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

UTILIZATION OF DONOR FUNDS

The Department did not directly or indirectly receive any donor funding.

TRADING ENTITIES AND PUBLIC ENTITIES

No trading entities or public entities reports to the Department.

ORGANIZATIONSTHAT BENEFITTED FROM TRANSFER PAYMENTS BY THE
DEPARTMENT

There were no transfer payments during the year under review.

MUNICIPALITIES

The Department paid rates and taxes to various Local Municipalities to the amount of R226.4
million (based on the invoices submitted and agreed to).

The rates and taxes paid were in respect of 1 921 Government-owned properties located in the
below-mentioned municipalities:

*  Matlosana Local Municipality

»  Ditsobotla Local Municipality

*  Greater Taung Local Municipality

»  Kgetleng Rivier Local Municipality

* LekwaTeemane Local Municipality

*  Madibeng Local Municipality

*  Mahikeng Local Municipality

*  Mamusa Local Municipality

*  Maquassi Hills Local Municipality

*  Moses Kotane Local Municipality

*  Naledi Local Municipality

*  Ramotshere Moiloa Local Municipality
*  Rustenburg Local Municipality

*  Tlokwe Local Municipality

+  Tswaing Local Municipality

*  Ventersdorp Local Municipality

*  Moretele Local Municipality

»  Kagisano Molopo Local Municipality
*  Ratlou Local Municipality

PUBLIC PRIVATE PARTNERSHIPS (PPP)

The Department did not enter into any PPP arrangement in the financial year under review.
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210 CORPORATE GOVERNANCE ARRANGEMENTS

2.10.1 Risk Management

A consolidated Risk Report was prepared and discussed by the Department in order to gain an
understanding of the most significant inherent risks facing the Department. An approach of
identifying and rating the most significant risks that could prevent the Department from achieving
its objectives was adopted.

The methodology was based on the principle that executive and operational management,
together with their nominees should be active participants in the risk identification and
assessment process.

The Risk Management Committee has been established and meetings are held on quarterly
basis. The Committee provided oversight during the period under review and monitored the
implementation of risk management systems and progress with the implementation of risk
mitigation strategies/plans.

The risk management policy and strategy were reviewed to guide the implementation of an
effective risk management.

Departmental risk assessment workshops were conducted annually in line with the Risk
Management Strategy to identify new and emerging risks. Risk management is a valuable tool
which increases the Department’s prospects of success through minimizing negative outcomes
and optimizing opportunities.

The Audit Committee sits quarterly and risk management is a standing item on the agenda. This
Committee advises the Department on risk management and independently monitors the
effectiveness of the systems of risk management.

During the period under review, there was limited progress in the management of risks which
affects the Department’s performance due to the deviation from original project plans and
unrealistic and/or unfunded targets. To address this problem, the Department reviewed its
2015/16 Annual Performance Plan and set realistic targets based on the budget. The Directorate:
Risk Management and Internal Control will be an integral part of strategic planning and reporting.

2.10.2 Internal Control

To meet its responsibility with respect to providing reliable financial information, the Department
maintains financial and operational systems of internal control. These controls are designed to
provide reasonable assurance that transactions are appropriately authorized and recorded and
that assets are adequately safeguarded against material loss through unauthorized acquisition,
use or disposal.

The Department implemented interventions in order to improve internal control such as the
following:

+ Establishment of the Risk Management Committee
* Formulation or review of policies related to internal control measures
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* Review of the Anti-Corruption & Fraud Prevention Strategy and the Whistle-Blowing Policy
* Anti-corruption and fraud awareness campaigns/ workshops were conducted in all the district

offices (including sub-districts) offices. These workshops raised awareness with regards to
fraudulent activities and corruption and the need for officials to make confidential disclosure
about suspected fraud and corruption.

* Fraud cases are reported through the National Anti-Corruption Hotline (NACH) and

investigated through the Directorate: Legal Services of the Department.

2.10.3 Provincial Internal Audit (PIA)

The internal audit function of the Department was performed by the Provincial Internal Audit (PIA)
as approved by the Executive Council. The PIA service is institutionally vested in and resourced
by the Provincial Treasury. The component was effective throughout the financial year and the
internal audit plan for the Department was duly approved by the Audit Committee.

Internal auditing is an independent, objective assurance and consulting activity designed to add
value and improve an organization's operations. It helps an organization accomplish its objectives
by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk
management, control, and governance processes. The key objective of PIA is to provide a value-
and risk based internal audit service to the Department.

For the financial year under review 36 assurance and advisory reports were issued to the
Department. Work performed was based on a risk based internal audit plan and included audits
of: risk management; supply chain management; financial statements; report on pre-determined
objectives; IT governance; the reconfiguration of the department and audit action plans (both
internal and external).

The audit work performed indicated that various significant deficiencies in internal control, risk
management and governance processes exist and that this will require improvement on by the

Department through timely and adequate implementation of agreed upon audit action plans.

2.10.4 Audit Committee

The appointment of the Audit Committee is the responsibility of the Executive Council as per the
Audit Committee Charter. The Audit Committee was operational during the year under review.

The key objective of the Audit Committee is to contribute to the oversight function of the design
and implementation of effective corporate governance encompassing integrated reporting,
financial management, risk management and internal controls with a view of achieving quality
service delivery.

The names of members and attendance for the period under review were as follows:

NAME HIGHEST INTERNAL OR | IF  INTERNAL, | DATE DATE NUMBER OF
QUALIFICATION EXTERNAL POSITION IN | APPOINTED RESIGNED | MEETINGS
OBTAINED THE DEPT ATTENDED

Mr. P. Tjie B. Com PMD External NA 29 July 2013 N/A 5

Ms. J. Brown B.Com External NA 29 July 2013 N/A 5

Mr. P. Zwane CA(SA) External NA 29 July 2013 N/A 3

Dr. A. Robinson | MBCHB Internal SMS member 22 Nov 2013 N/A 4

Ms. B. Mofokeng | MBA Internal SMS member 22 Nov 2013 N/A 4
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2.10.5 Conflict of interest

Members of the Senior Management Service as well as other employees annually disclose their
financial interests. Declarations for the 2014/15 financial year of all SMS members submitted to
the Public Service Commission in time.

2.10.6 Code of conduct

All employees are expected to comply with the Code of Conduct for the Public Service. The
purpose of the Code is to guide employees as to what is expected of them from an ethical point
of view, both in their individual conduct and their relationship with others. Workshops on the
Code of Conduct were held throughout the districts.

2.10.7 Safety, health and environmental issues

The Department has and continues to maintain a Health and Safety Management Programme
inclusive of health and safety policies in accordance with the Occupational Health and Safety
Act of 1993. The Department also made provision in contract documents for health and safety
requirements that the contractors should adhere to.

2.10.8 Focus for the 2015/16 financial year

The following elements of governance will remain the focus for the coming year:

a) Accountability: Annual performance contracts are entered into with SMS members of the
Department. The details of these contracts will be based on the strategic and business
plans for the 2015/16 year.

b) Discipline: Disciplinary processes within the Department are aligned to both the disciplinary
code and procedures and are geared towards ensuring service delivery. The Department
strives towards consistent and just application of disciplinary processes.

c) External reporting: Monthly reporting, focusing primarily on financial issues will continue
during the 2015/16 financial year. The Department will further put additional emphasis on
reliable and accurate projections of expenditure and revenue.

This will manage firstly the risk of incurring unauthorized expenditure in relation to
overspending of the Vote. Secondly, wasteful expenditure in the form of interest penalties
due to late payments will also be limited. The Department is further continuously striving to
improve its annual report and audit outcome specifically relating to the qualification areas
as reflected in the audit report.

2.11 DISCONTINUED ACTIVITIES/ACTIVITIES TO BE DISCONTINUED

The Transport Operations function was transferred to the Department of Community Safety and
Transport Management after the reconfiguration process in 2014.

212 NEW/PROPOSED ACTIVITIES

There are no new or proposed activities.

CET




213 ASSET MANAGEMENT

Phase 2 of the Immovable Asset Register Enhancement Project (IAREP) commenced in October 2014
and will end in September 2016. The main focus areas of phase 2 for the 2014/15 financial year were
to determine property existence, valuation, ownership and completeness. The key achievements to
date are as follows:

. Physical verification of 75% percent of facilities in the Immovable Asset Register (IAR) was
completed. The information obtained through verification process was used to determine
ownership of facilities (i.e. linking of land and facilities). The percentage of linkages to date is
60%.

. The Provincial Accountant General has approved the modified valuation method. The modified
valuation method will be applied to properties in instances where municipal values could not be
obtained. The modified method is being applied to all applicable properties and values will be
disclosed at year end.

. The Department had meetings with the National Department of Pbulic Works, the Department or
Rural Development and Land Reform and the Department of Human Settlements whereby
ownership for certain properties were scrutinized and confirmed. Properties were then allocated
to the relevant custodians.

. Ongoing interactions with other stakeholders such as clinet Departments, the Vryburg Deeds
Office and the North West Housing Corporation will continue during 2015/16

214 EVENTS AFTER THE REPORTING DATE

The Department became involved in protracted litigation with Tsoga Developers (roads contractor). The
dispute arose from a settlement agreement which was made through an order of the Court. The disputed
amount was R50 million payable by the Department in VAT and interest. The Department paid R20
million after attachment by the Sheriff of the Court of state property. The Department further undertook
to pay the balance to pay the balance of R30 million on 28 February 2015.

An intervention in this regard was initiated by the Office of the Premier. However, the Court again in
favour of Tsoga Developers, effectively ordering the bank to release the R30 million in favour of Tsoga
Developers. The money has since been paid (after year-end) to Tsoga Developers by the bank after the
bank account (vote) of the Department was attached. This compounded the pressures on an already
constrained budget of the Department.

2.15 INFORMATION ON PRE-DETERMINED OBJECTIVES

The departmental Strategic Plan for 2015/16, the revised Annual Performance Plan for 2014/15 and new
APP for 2015/16 were prepared in the period under review in line with National Treasury framework. Quarterly
reports on actual performance of the Programmes against pre-determined objectives were submitted to
Provincial Treasury and were presented to the MEC and SMS members for further discussion and implemen-
tation of interventions where necessary.

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

The budget appropriation was done in line with the PFMA and Treasury Regulations and was tabled in line
with the APP.



216 SCOPA & PORTFOLIO COMMITTEE RESOLUTIONS

During 2014/15, the Department developed and adopted a turn-around strategy to address material
issues raised by the Office of the Auditor General and to action the resolutions of the Standing Committee
on Public Accounts. The strategy comprises of four pillars and one of the pillars focuses solely on finance
related issues. This finance plan was discussed with the Portfolio Committee on Public Works, Roads
and Transport. The plan is reviewed and updated on a regular basis.

The Department presented the 2014/15 APP (as revised) to the Portfolio Committee on 7 August 2014.

The Department presented the Annual Report for discussion by the Portfolio Committee on 28 October
2014.

2.17 EXEMPTIONS AND DEVIATIONS RECEIVED FROM THE NATIONAL TREASURY

None.
APPROVAL

The Annual Financial Statements as set out in the annual report have been approved by the Accounting
Officer.




3. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF THE
ACCURACY OF THE ANNUAL REPORT

To the best of my knowledge and belief, | confirm the following:

v All information and amounts disclosed throughout the annual report are consistent.

v" The annual report is complete, accurate and is free from any omissions.

v" The annual report has been prepared in accordance with the guidelines on the annual report
as issued by National Treasury.

v" The Annual Financial Statements have been prepared in accordance with the modified cash
standard and the relevant frameworks and guidelines issued by the National Treasury.

v" The Accounting Officer is responsible for the preparation of the annual financial statements
and for the judgments made in this information.

v" The Accounting Officer is responsible for establishing, and implementing a system of internal
control that has been designed to provide reasonable assurance as to the integrity and
reliability of the performance information, the human resources information and the annual
financial statements.

v" The external auditors are engaged to express an independent opinion on the annual financial
statements.

v In my opinion, the annual report fairly reflects the operations, the performance information,
the human resources information and the financial affairs of the Department for the financial
year ended 31 March 2015.

Yours faithfully
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4. VISION AND MISSION STATEMENTS

VISION

Delivery and maintenance of quality infrastructure that supports and promotes sustainable growth
and development.

MISSION

To provide for the management of provincial land, building and roads infrastructure through
sustained investment.

VALUES
The vision and mission statements of the Department are underpinned by the following values:

* Client focus

* Professionalism

* Integrity

*  Commitment

* Valuing of staff

* Mutual respect at all levels of the organization

* Accountability

» Compliance and adherence to the Code of Conduct for Civil Servants

5. LEGISLATIVE AND OTHER MANDATES

5.1 LEGISLATIVE MANDATES

The Department of Public Works and Roads has a broad, diverse and multi-disciplinary function
which cuts across a number of policy frameworks, statutes and mandates relating to service
delivery in the fields of building and roads infrastructure, finance, architecture, construction,
acquisition, management, maintenance and disposal of assets and labour-intensive work
programmes.

These pieces of legislation provide guidance to ensure compliance in the Department’s execution
of its legislative mandate. The Constitution of the Republic of South Africa, Act 108 of 1996
articulates the role of the state in its quest towards sustainable economic growth with an output
and input that is responsive to the needs of a developmental state. In its strive to address these
needs the Department, in pursuance of these objectives, is guided by pieces of legislation which
derive their existence and whose relevance arise from what the Constitution of the Republic seeks
to achieve.
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The list of legislative mandates includes, but is not limited to the following:

ACTS

Constitution of The Republic of South Africa, Act 108 of 1996

Public Service Act 1994 as amended

Public Service Regulations

Labour Relations Act, Act 66 of 1995 (as amended)

Skills Development Act

Employment Equity Act, Act 55 of 1998

Basic Conditions of Employment Act

Public Sector Risk Management Framework

Public Finance Management Act (Act 1 of 1999 as amended)

Preferential Procurement Policy Framework Act, 5 of 2000

Preferential Procurement Regulations, 2001

Broad Based Black Economic Empowerment Act, Act 53 of 2003

National Treasury Supply Chain Management Guidelines

Occupational Health and Safety Act, Act 85 of 1993

Road Ordinance Act

The Road Transportation Act, Act 74 of 1977

North West Land Administration Act, Act 4 of 2001

The Architectural Profession Act, Act 44 of 2000

National Public Works Landscaping Architectural Profession Act, Act 45 of 2000
National Public Works Engineering Profession Of South Africa Act, Act 46 of 2000
The Construction Industry Development Board Act, Act 38 of 2000

The Property Valuers Profession Act, Act 47 of 2000

Property Valuation Act, Act 17 of 2014

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

The Infrastructure Development Act, Act 23 of 2014

The National Public Works Quantity Surveying Profession Act, Act 49 of 2000
The National Public Works Council For The Built Environment Act, Act 43 of 2000
The Government Immovable Assets Management Act, Act 19 of 2007

5.2 OTHER STRATEGIC AND POLICY MANDATES

The Annual Performance Plan for 2014/15 had been guided by the following strategy and policy
pronouncements:

5.2.1 National Policy Outcomes, MTSF, the NDP & the PDP

Government recognized the fact that, despite improved access to services and increased
expenditure on service delivery, the necessary outcomes to ensure adequate progress in creating
a “better life for all” were not being achieved. In response, the Cabinet Lekgotla in January 2010
adopted the outcomes approach to planning. This approach requires unambiguous statements of
the outcomes expected and clear indicators, baselines and targets to:

* Focus on results.

+ Clarify the assumptions on which plans and resource forecasts are made.
» Link activities to outcomes and outputs.

* Improve coordination and alignment.

The National Development Plan (NDP) was endorsed by Cabinet early in September 2012. The
primary aim of the NDP is to eliminate poverty and reduce inequality by 2030 through six areas of

priority:
1®:




* Uniting all South Africans around a common programme to achieve prosperity and equity

*  Promoting active citizenry to strengthen development, democracy and accountability

+  Bringing about faster economic growth

» Higher investment and greater labour absorption, focusing on key capabilities of people and
the state

*  Building a capable and development state

*  Encouraging strong leadership throughout society to work together to solve problems

The Provincial Development Plan (PDP) was subsequently developed to give expression to the
NDP within the context of the developmental status, spatial development and primary economic
sectors of the North West Province. Particular focus was placed on both the rural economy (due
to the predominant rural character of the Province) as well as on the upgrading; the provisioning
and the maintenance of economic infrastructure. These are viewed as preconditions for overall
economic growth and development as well as its significant potential to create employment. The
Province also prioritizes the transformation of human settlements, promoting health and fighting
corruption.

Government in 2014 confirmed that the Medium Term Strategic Framework (MTSF) is the key
mechanism to achieve alignment between short- and medium term plans (e.g. sector plans and
plans of the three spheres of Government) and the NDP. The MTSF identifies the critical actions
to be undertaken during 2014 - 2019 to put the country on a positive trajectory towards the
achievement of the 2030 vision. It identifies indicators and targets to be achieved in the period
and contains department-specific NDP targets in order to draw direct links between the NDP, MTSF
and departmental Strategic Plans and APPs.

The link between the policy outcomes, the MTSF, the NDP and the PDP can be illustrated as

follows:

POLICY DESCRIPTION NDP PDP
OUTCOME (PO)

NO 1 Improved quality of basic education Chapter 9 Chapter 7
NO 2 Improved health care and longer life expectancy Chapter 10 Chapter 10
NO 3 Build a safer country and reduce levels of crime and corruption Chapter 12 & 14 | Chapter 11, 13
NO 4 Decent employment through inclusive economic growth Chapter 3 Chapter 3
NO 5 A skilled workforce to support an inclusive growth path Chapter 9 Chapter 3
NO 6’ An efficient, competitive and responsive infrastructure network Chapter 4 Chapter 4
NO 7 Vibrant, equitable and sustainable communities and food security for all Chapter 6 Chapter 5
NO 8 Sustainable human settlements and improved quality of household life Chapter 8 Chapter 6
NO 9 A responsive, accountable, effective and efficient local government system | Chapter 13 Chapter 12
NO 10 Environmental assets and natural resources that are well protected Chapter 5 Chapter 8
NO 11 Create a better South Africa, a better Africa and a better world Chapter 7 Chapter 14

'"Championed by the Department of Public Works and Roads

2Department of Public Works and Roads contribute through the EPWP
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POLICY DESCRIPTION NDP PDP
OUTCOME (PO)

NO 12 An efficient, effective and development-oriented public service and Chapter 13 Chapter 12
empowered and inclusive citizenship

NO 13 An inclusive and responsive social protection system Chapter 11 Chapter 9

NO 14 Transforming society and uniting the country Chapter 25 Chapter 14

5.2.2 Policy pronouncements emanating from the June 2014 State of the Province Address

5.2.2 Policy pronouncements emanating from the June 2014 State of the Province Address

The following new policy directives as pertaining to the Department were announced by the Premier
in the June 2014 State of the Province Address:

+ At least one provincial roads project in each Local Municipality in the MTEF cycle.

» Establishment of brick-making plants to support related projects. Specific pilots to be
implemented in Mahikeng, Bloemhof, Moretele and Ventersdorp areas.

» Continued efforts to alleviate poverty through the Expanded Public Works Programme.

* Increased focus on creating opportunities for skills development in the infrastructure sector,
targeting the youth specifically.

+ Creation of a Provincial Roads Agency as a means of addressing the challenges in funding for
the management of the provincial roads network.

» Ensuring the provincial airports are complaint with all regulatory requirements in order to support
economic and tourism opportunities.

» Conversion of the state houses at the Lowe complex into a Government precinct.

* Upscale the skilling of small/emerging contractors in various disciplines related to the built
industry.

ORGANIZATIONAL STRUCTURE

The reconfiguration of the Department was announced in June 2014 which implied a revised
mandate, new objectives, budget and human capital requirements. The erstwhile Department was
configured as the Department of Public Works, Roads and Transport. The newly established
Department is the Department of Public Works and Roads. The Transport Operations function was
moved to the Department of Community Safety and Transport Management). This reconfiguration
took place midstream the budget and planning cycle.

The erstwhile Department had submitted its proposed organizational structure to the Department
of Public Service and Administration. However, due to the reconfiguration, new developments had
to be factored in and it had to be re-submitted to the DPSA after thorough consultation. This
structure is aligned with the generic Public Works and Corporate Management models.

The following positions at SMS level were vacant as at year-end:

- Head of Department

- Chief Director: Transport Infrastructure

- Director: Human Resource Management

- Director: Roads Projects Management

- Director: Building Infrastructure in Dr Kenneth Kaunda District
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The vacancy rate is depicted as follows:

SALARY LEVEL | TOTAL NUMBER TOTAL % OF SMS TOTAL % OF SMS % OF SMS
OF FUNDED SMS NUMBER OF POSTS FILLED | NUMBER OF | POSTS VACANT POSTS
POSTS SMS POSTS SMS POSTS — 31 March FILLED- 31
FILLED VACANT 2015 March 2015
Salary Level 15 1 0 0 1 100 83

Salary Level 14 6 5 83.33 1 16.66
Salary Level 13 23 20 86.95 3 13.04
TOTAL 30 25 83.33 5 16.66

The proposed, new organizational structure is configured as follows at top management level:

The proposed, new organizational structure is configured as follows at top management level:

MEC: PUBLIC WORKS & ROADS

—— D: MEC SUPPORT

HOD: Superintendent General |

—1{ DD: HOD SUPPORT |

—l Directorate: Organizational Risk Management

BRANCH: PUBLIC CD: ROADS INFR. CD: DISTRICT CD: FINANCIAL CD: CORPORATE
WORKS (DDG) MANAGT (CD) COORDINATION MANAGEMENT (CFO) SERVICES
/
I_ CD: Roads I | = To
_[Tco: infrastructure i —| D: Ngaka Modiri D: Financial [ ] g;_a"l?icl\ggnageme“t
Maintenance & Management Molema District Accounting

Support

Technical Portfolio

Management

CD: Immovable Asset

CD: EPWP

7.
NONE.

|1 D:ICT Management

I D: RS Mompati

District D: SCM | | D: Strategic Planning
Management
i —I D: Communication
|| D: Bojanala D: Budget
District ] Control

| | D: Special Programmes

D: Dr Kenneth

Kaunda District

ENTITIES REPORTING TO THE MEC

Coordination

D: Employee Wellness
& Labour Relations

| 1 D: Auxiliary & Security
Mgnt Services

—I D: Legal Services

ml@:m



PART C:

s i



8. AUDITOR GENERAL’S REPORT: PRE-DETERMINED OBJECTIVES
To be included in the final Annual Report and conclusion of the audit.

9. OVERVIEW OF DEPARTMENTAL PERFORMANCE

9.1 PERFORMANCE DELIVERY ENVIRONMENT

Following the announcement of the reconfiguration of the Department in June 2014, the Transport
Operation Programme was moved to the newly configured Department of Community Safety and
Transport Management. This reconfiguration affected the Department in relation to movement of
staff and adjustment of the departmental budget.

9.1.1 The demand for the services rendered by the Department is driven by the following:

+ Condition of buildings as per building condition assessments.

» Condition of the road network (the Visual Condition Index [VCI]) which is used to categorize the
road condition, ranging from very poor to very good).

» Accommodation needs of Provincial Government Departments.

* Provision of access to socio-economic opportunities by providing transport infrastructure.

» Creation of job opportunities and skilling of people through labour-intensive programmes.

9.1.2 Challenges encountered by the Department include the following:

(i) General:

* Integrity of the Immovable Asset Register.

» Capacity in relation to technical skills in the construction sectors of buildings and roads

» Capacity in relation to the implementation of GIAMA.

* Inadequate budget to fully address the provincial needs and priorities in relation to transport
infrastructure and maintenance of both state buildings and the provincial roads network.

(ii) Public Works Infrastructure - Provincial Inmovable Asset Register (IAR):

The Department launched the Immovable Asset Register Enhancement Project (phase 1) in May
2013 in order to address several challenges as raised by Auditor General. As a result of the project,
the Department’s Immovable Asset Register is currently aligned with the Minimum Requirements
of an Immovable Asset Register as published by National Treasury as well as with the Accounting
and Reporting for Immovable Assets (Property) published in March 2014 by National Treasury.

The Department has migrated its Excel-based Immovable Asset Register to the National iE-Works
Immovable Asset Register. The current iE-Works system is fully BAS-interfaced thus allowing for
management of property leases, payment of utility services (water & electricity) and payment of
rates and taxes on state-owned provincial properties. Phase 2 of the IAREP commenced in October
2014 and will end in September 2016. The main focus areas of phase2 for the 2014/15 financial
year were to determine property existence, valuation, ownership and completeness. The key
achievements to date are as follows:

» Physical verification of 75% percent of facilities in the IAR was completed. The information
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obtained through verification process was used to determine ownership of facilities (i.e. linking
of land and facilities). The percentage of linkages to date is 60%.

* The Provincial Accountant General has approved the modified valuation method. The modified
valuation method will be applied to properties in instances where municipal values could not be
obtained. The modified method is being applied to all applicable properties and values will be
disclosed at year end.

* The Department had meetings with the National Department of Public Works, the Department
or Rural Development and Land Reform and the Department of Human Settlements whereby
ownership for certain properties were scrutinized and confirmed. Properties were then allocated
to the relevant custodians.

The current Immovable Asset Register consists of 4 272 land parcels, 11 508 non-residential
buildings and 2 236 residential buildings, all linked to land parcels.

The aforementioned land parcels are categorized as follows (as also depicted in the figure below):

o« A1 : Vested in the name of the Province or a former Model C School

« A2 and A3 : Deemed provincial due to the function

+ Contingent : Provincial function on non-state land or un-surveyed land

« NPW/DRD&LR : Provincial function on national land

» Parastatals : NW Housing Corporation properties or National Housing Board
properties

* Private : Properties sold or ownership changed needs to be verified

» Other Provinces : Due to re-demarcation of provincial boundaries

* Municipalities : State function on municipal land
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Public Works Infrastructure - Progress with the implementation GIAMA and the NW IDMS:

Since 2010 to date, the Department has complied with GIAMA and the NW IDMS by submitting its
User Asset Management Plan (UAMPs), Infrastructure Programme Management Plans (IPMPs)
together with the B5 project lists to the Provincial Treasury for immovable infrastructure budget
allocation in respect of maintenance and capital works to improve service delivery.

In the period 2009 to 2012, the Department conducted a pilot condition assessment and has
assessed 2 330 state-owned properties, 80% of which are education facilities. A total number of 1
000 properties was targeted for assessment during the period under review. However, due to the
budgetary pressures as discussed in the Accounting Officer’s Report in this document, only 127

properties were assessed.




(iv) Transport Infrastructure:

The budgetary challenge in respect of the expansion and maintenance of the provincial road
network was quantified in a major study undertaken in 2013. The study into the condition of the
provincial road network was undertaken with the view of informing future planning and financial
requirements for upgrading and maintenance of the road network.

The graphs below illustrate the findings of the study:

Totat length 50

&

e The graph above represents the length of paved and unpaved roads (provincial)
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ﬂ
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* The graph above represents the paved and unpaved road lengths per district
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* The graph above represents the condition distribution of the paved roads per district
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* The graph above depicts the Visual Gravel Index distribution for unpaved roads
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e The graph above depicts the Network Condition Number (NCN)

The graph above depicts the NCN since 1985. It is clear that there is a concerning decrease in NCN
from 2006. A decrease in NCN is an indication that the maintenance on the network is inadequate.
Based on the October 2013 data analysis, the network is in a fair condition.

In the needs analysis, realistic preventative maintenance, upgrading and rehabilitation repair actions or
treatments are considered for each road segment over a long-term analysis period. The effect of each
repair alternative is calculated to determine the structural and functional improvement.

The section below describes the needs analysis assessment.

a) Preventative maintenance and rehabilitation treatments for paved roads

Sets of preventative maintenance and rehabilitation strategies were considered for each road segment
according to its current condition during the analysis as prescribed. A priority index was calculated for

each road segment, taking into account the traffic and road class of the segment. Road segments then
were prioritized based on the priority index.
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b) Analysis scenarios for paved roads

Ranking the repair actions or treatments in order of priority, as no budget was provided, the treatment
actions required and the associated cost for the Province is depicted in the figure below. To address the
needs of the Province, an amount of R 8 779 000 000.00 is required. This financial implication of R8.78
billion needs to be distributed over a period of 10 years.

"

},- 236

9000
10000

Figure above depicts required funding to address needs of paved roads.

¢) Maintenance, upgrading and funding required for unpaved roads

It is indicated that between 34% and 40% of the unpaved road network requires re-gravelling. At a cost
of R500 000.00/km, the cost for re-gravelling of 40% of the unpaved network is estimated to be R2 940
000 000.00.

In respect of upgrading of gravel roads, if the upgrade consist of a single seal and no re-gravelling is
required, estimated funding of R141 000 000.00 is required. Maintenance of the remainder is estimated
at R2 782 000 000.00.

The figure below summarizes the funding required for unpaved roads. This financial implication of
R5.86 billion needs to be distributed over a period of 10 years.

6 500

* Figure above depicts required funding to address needs of unpaved roads
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d) Bridges and Major Culverts

The total asset value, replacement cost and maintenance cost of the 214 bridges and 162 maijor culverts
inspected in 2013 are shown below. The Asset Value, Replacement Cost and Maintenance Cost can be

summarized as shown in the table below.

STRUCTURE TYPE ASSET VALUE REPLACEMENT COST | MAINTENANCE COST
(R VALUE) (RAND VALUE) (RAND VALUE)
Bridges 581,062,580 1,012,021,678 46,390,865
Major Culverts 45,527,761 78,082,030 7,533,750
Annual Maintenance 12,000,000 /year 120,000,000

e) Total Funding needed to address the needs of Paved Roads, Unpaved Roads and Structures

Paved Roads R 8.779 billion
Un-paved Roads R 5.861 billion
Structures R 0.174 billion
TOTAL R14. 814 billion

If the Department spread the needs over a 10-year period, the current need per financial year will be
R1.5 billion. The current budget deficit will negatively affect the level of standard of the North West
Provincial Road Network, hence the ever increasing backlog on the standard of the road network.

The Provincial Road Maintenance Grant is a conditional grant received from the National Department
of Transport and is intended to supplement the budget for the roads programme. The Grantis intended
for maintenance purposes only. However, the equitable share allocation has been insufficient over the
past 10 years to the effect that some projects have been funded with the Grant. The National
Department of Transport has directed that, in 2014/15 the North West Province should allocate at least
40% of the Grant towards maintenance and specifically pothole repairs (Tsela Ntle programme).

The effect is that upgrading projects are severely affected as there is limited/inadequate funding from
the equitable share for these projects.

(v) Expanded Public Works Programme (EPWP)

The graphs below provide a background to the unemployment situation in the North West Province.

* The figure above represents the unemployment rate (expanded definition) by municipality

1@z




* The figure above represents the unemployment rate for females (strict definition) by municipality

* The figure above represents the unemployment rate for youth (expanded definition) by municipality

» The figure above represents the percentage persons with a significant degree of disability by municipalityds
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An analysis of the performance of the EPWP initiative indicates that there has been a steady
improvement in the performance of the EPWP in the North West Province. For both EPWP Phases 1
and 2 the Social Sector (in terms of employment creation) in the Province continued to create more
work opportunities followed by the Infrastructure Sector, the Non-State Sector with the Environment and
Culture Sector being the worst performer out of the four Sectors. However, the number of work opportu-
nities and person years of employment created in the infrastructure sector in the North West Province
has improved at a slow pace. The labour intensity of reported infrastructure projects has decreased
sharply.

To address this challenge, the then Department of Public Works, Roads and Transport in June 2010
launched the ltirele Road Maintenance with the intention of up-scaling and increasing the labour
intensiveness of its routine road activities. While this has delivered positive results, there are still opportu-
nities to expand and institutionalize this programme through creation of internal departmental capacity
to implement, manage, monitor and report this programme as well as allocate additional budgets that
will lead to more job creation.

a) Reasons for poor performance in the infrastructure sector

The main reasons for the poor performance of the infrastructure sector include the lack of capacity, both
in Government and amongst professional service providers to design, specify and manage projects so
that they will be as labour-intensive as technically and economically feasible.

b) Past budgets and expenditure trends

During the EPWP Phase 1 period (2004 - 2009), the provincial infrastructure expenditure rates were
very high, particularly for roads and transport infrastructure (where there is the most potential for creating
EPWP employment). However, the figures indicate that there was an ongoing problem of under-
expenditure in relation to infrastructure budgets at municipal level.

It may therefore be concluded that capacity to spend was not a constraint with regards to expansion of
the programme in the infrastructure sector at a provincial level, but the extent to which it could expand
at municipal level was limited to an extent by the challenges experienced by some municipalities to
spend their infrastructure budgets.

During the EPWP Phase 2 (2009 - 2014), the capacity to spend became a major constraint at both
provincial and municipal level.

c) Supply and demand for EPWP work opportunities

The latest 2011 Census Data from Stats SA indicates that the total population of the North West Province
of 3,509 931 persons are categorized as 49.3% being women, 35.5% being youth and 3% being people
with a significant degree of disability. The dependency ratio is 54.51% of the total population.

Using the expanded definition of unemployment, unemployment in the North West stands at 22% with
youth heavily affected at 27% followed by women at 25%.

Almost, this entire target group is comprised of individuals with no form of post-matric education, while
between one-third and two-fifths have no more than Grade 9 education. Approximately three-quarters
of the unemployed persons in the North West Province are under the age of 35 years. It is therefore
likely that there will be sufficient demand for increased EPWP work opportunities from amongst the

target group for EPWP Phase 3.
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9.2 ORGANIZATIONAL ENVIRONMENT

With regard to human capital matters, alignment with regard to the NW IDMS has assisted in addressing
the scarce skills shortage. In view of addressing the shortage of scarce skills, especially of the technical
infrastructure teams, the Department has, with the assistance of the National and Provincial Treasuries
and the DPSA embarked on a targeted recruitment drive to expedite the recruitment of these highly-
specialised technical skills ( through DORA funding). In the first phase, the Department has appointed
three Chief Engineers in the infrastructure units of the Department.

In response to the Premier’s 2014/15 SOPA directives, the Department entered into discussions with
the Services SETA on the establishment of a North West Provincial Skills Centre. A building was
identified during the year under review, and the SETA has committed an amount of R6 million for the
purpose of purchasing the identified building during the 2015/16 financial year.

The Department had also engaged with various SETAs to provide resources for further education and
training. Progress has been registered to the effect that the Services Seta has made available R15
million available for training of 437 EPWP beneficiaries in various apprenticeships, internships etc. The
SETAs will also be instrumental in the training and capacitating of the beneficiaries who will participate
in the Cooperatives Development Programme that will become operational in 2015/16.

10. STRATEGIC OUTCOME-ORIENTED GOALS
The strategic goals of the Department as executed are as follows:
PROGRAMMES’ & SUB-PROGRAMMES’ | STRATEGIC GOALS STRATEGIC OBJECTIVE

CONTRIBUTION TOWARDS ACHIEVEMENT OF
STRATEGIC GOALS & OBJECTIVES

Programme 1: Administration

¢ Office of the MEC

¢ Management of the Department
e Corporate Support

* Departmental Strategy

To provide corporate support to the
Department

Development and
strategic corporate
measures and plans

monitoring  of
governance

Programme 2: Public Works Infrastructure
Programme Support

Planning

Design

Construction

Maintenance

Immovable Asset Management

Facility Operations

Providing and managing provincial
fixed assets

Providing provincial public building
infrastructure direction

Delivery and management of public
infrastructure which facilitates the
attainment of Departments’ service
delivery objectives

Programme 3: Transport Infrastructure
Programme Support

Infrastructure Planning

Infrastructure Design

Construction

Maintenance

Effective = management of the

provincial road infrastructure

To reduce the number of kilometres
of road network in a poor or very poor
condition by implementing road
projects.

Programme 4: Community-Based Programme
(EPWP)

*  Programme Support

* Community Development

* Innovation and Empowerment

* Coordination and Compliance Monitoring

To lead the creation of jobs through
the Expanded Public Works
Programme

Reducing employment and poverty
levels through the creation of labour-
intensive work opportunities in the
Province
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12.

CAPITAL INVESTMENT

12.1 PROGRESS MADE ON IMPLEMENTING THE CAPITAL, INVESTMENT AND ASSET
MANAGEMENT PLAN

The Department of Public Works & Roads complies with the Government Asset Management Act
(GIAMA) and since the EXCO approval of the North West Infrastructure Delivery Management
System (NW IDMS), the Department gearing up to implement its mandate as the implementing
agent for all infrastructure projects within the province.

In the period under review, the Department has compiled its own departmental User Asset
Management Plan (U-AMP) and has managed to submit its own Infrastructure Programme
Implementation Plan (IPMP) with the B5 projects list to NW Provincial Treasury for projects funding
and implementation purposes.

The major challenge facing the Department in this regard is the provincial Custodian Asset
Management Plan (C-AMP) and this is due to late or non-submission of U-AMP’s by Client
Departments since a credible C-AMP depends on consolidation of all departmental U-AMP’s.

The Department’s mandate in this regard includes:

* Evaluation of non-performing and under-performing assets and the development of
performance enhancement strategies; dispose of noncore infrastructure assets (vacant plots,
houses and dilapidated properties) in order to make saving for the government regarding
payment of rates and taxes as well as repairs and maintenance and cleaning of such
properties.

* Management and provision of government’s immovable property portfolio in support of social,
economic, functional and political objectives.

»  Creation of an efficient, competitive and responsive infrastructure network.

* Investment analysis’ outcomes and asset performance standards are used to maximize
government’s financial and non-financial benefits and return on investments for the property
portfolios.

* Regular situation assessments including analyses of the gap between desired infrastructure
availability and standards (to achieve desired service delivery) against the current situation
(measured with reference to Infrastructure Norms and Standards as approved by the
Executive Council).

»  Ensuring a thorough consideration of a wide range of options including; demand management
measures and other non-infrastructure solutions, better use of existing facilities, refurbishment
or renewal of existing facilities, the closure of sub-optimal facilities and the construction of
new facilities. Surplus immovable assets that no longer support the service delivery objectives
of the user Department are surrendered to the custodian Department.

Departmental Asset Management Plans are produced with input from the DPWR which further
assist in devising strategies for addressing the infrastructure needs through the C-AMP. The
accounting officers of NW User Departments together with the Custodian department are required
to:

* Assess the utilization of their immovable assets in terms of service delivery objectives and in
terms of Provincial service delivery norms and standards;

ml:m



* Assess the functional performance (User) and technical condition (Custodian) of their
immovable assets.

» Prioritize the need for repairs and maintenance, upgrade and addition, rehabilitation and
refurbishment of state-owned immovable assets in line with life cycle principles.

* Plan for future immovable asset needs (acquisition) including construction, purchase and lease
of new infrastructure assets.

+ Communicate these needs to NW Provincial Treasury for budget allocation in a structured
fashion.

Current challenges

* Late or non-submission of Immovable Asset Management Plans (U-AMP, IPMP & B5) which
resulted in an incomplete provincial Custodian Asset Management Plan (C-AMP).
* Unavailability of Needs Assessment / Analysis (Feasibility Study)

12.2 PLANS TO CLOSE DOWN OR DOWN-GRADE ANY CURRENT FACILITIES

The Department conducted condition assessments of 127 Government-owned facilities during the
2014/15 financial year. No indication for closing down or down-grading of properties/facilities by
user Departments has been received.
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12.4 DEVELOPMENT RELATING TO THE ABOVE THAT IS EXPECTED TO IMPACT ON THE
DEPARTMENT’S CURRENT EXPENDITURE

Accruals from the prior year and outstanding invoices in relation to the Transport Infrastructure
Programme specifically will negatively impact on the expenditure and project implementation
during 2015/16.

12.5 DETAILS AS TO HOW ASSET HOLDINGS HAVE CHANGED OVER THE PERIOD UNDER
REVIEW, INCLUDING INFORMATION ON DISPOSALS, SCRAPPING AND LOSS DUE TO
THEFT

The Department disposed of nine (9) residential properties amounting to R 1 042 272.97
during the financial year under review. Furthermore, there fifty (50) redundant residential
dwellings have been earmarked for disposal during the 2015/16 financial year in order to ease
the burden on maintenance and payment of rates and taxes.

12.6 MEASURES TAKEN TO ENSURE THAT THE DEPARTMENT’S ASSET REGISTER
REMAINED UP-TO-DATE DURING THE PERIOD UNDER REVIEW

Status Pre May 2013

The immovable asset register that was in place predating May 2013 was an Excel-based
document with no proper audit trail and no backup. The data available on the excel spread-
sheet did not contain the required fields in line with the Minimum Requirements of a
Immovable Asset Register as stipulated by National Treasury. The data was also incomplete
which lead to inaccurate reporting.

The values captured in the Excel-based immovable asset register were inconsistent and could
not be corroborated - 58% of the carrying values did not comply with National Treasury
guidelines. This non-compliance with NT guidelines resulted in an audit qualification. The
remaining 42% indicated fair values which were inadequately determined and inconsistently
applied.

Furthermore, the previous PREMIS (Property Real Estate Management Information System)
system (from which the Excel document was derived) only made provision for the capturing
of a structure and these structures were never linked to a land parcel. According to Property
and Facilities Management standards a structure must be linked to a land parcels as register
with the various Deeds Offices.

At that point in time there were 5 007 provincially-owned immovable assets (land and
buildings) listed in the Immovable Fixed Asset Register as a closing balance for the 2012/13
financial year. This total comprises of 1 264 residential dwellings, 3 743 non-residential
properties and of vacant properties comprising of 405 urban stands and 495 agricultural farm
land (farm land is made up of small land parcels and not entire farms and most of the farms
will be proclaimed as townships in future).

ml:m



Status to date (Immovable Asset Register Enhancement Programme)

The Department launched the Asset Register Enhancement Project (phase 1) in May 2013
in order to address several challenges as raised by Auditor General. As a result of the project,
the Department’s Immovable Asset Register is currently aligned with the Minimum
Requirements of an Immovable Asset Register as published by National Treasury as well as
with the Accounting and Reporting for Immovable Assets (Property) published in March 2014
by National Treasury. The Department also continued with the Immovable Asset Register
Enhancement Project (Phase 2) and this phase commenced on 1 October 2014.

The following are the achievement made during phase 1:
» Registered land parcels accounted for;

» Properties physically assessed - 42%;

* Municipal values applied in 72% of land parcels;

* |AR template substantially completed;

* Rates paid matched to IAR - 92%;

« Tenants data reconciled — 63%;

* Land & improvements linked — 11%;

» Data ready for migration to iE-works

The following areas need to be addressed in phase 2 in order to improve the audit opinion:

» Physical verification of remaining properties +/- 2000;

» Linkages of land and buildings/structures +/- 3800;

* Applying municipal values to land and buildings +/-1200;

* Remaining areas of 2013/2014 and YE deliverables;

* Quarterly deeds refresh;

» Verification of information from other stakeholders;

+ Complete reconciliation of rental register to IAR;

» Complete reconciliation of property rates to IAR;

» Reconciliation of facilities with the Department of Educaiton and the Department of Human
Settlements

+ Section 42 transfers to be effected

+ Transfer of the assets of the North West Housing Corporation

* Year-end procedures and notes to the Annual Financial Statements

The Department has successfully to migrated its Excel-based Immovable Asset Register to
the National iE-Works Immovable Asset Register during the fourth quarter of the 2014/15
financial year. The current iE-Works system is fully BAS-interfaced thus allowing for
management of property leases, payment of utility services (water & electricity) and payment
of rates and taxes on state-owned provincial properties. The current Immovable Asset
Register consists of 4 261 land parcels, 11 507 non-residential buildings and 2 247 residential
buildings, all linked to land parcels.

The aforementioned land parcels are categorized as follows:

« A1 : Vested in the name of the Province or a Model C School
+ A2 and A3 : Deemed provincial due to the function

+ Contingent : Provincial function on non-state land or un-surveyed land
« NPW/DRD&LR : Provincial function on national land

» Parastatals : NWHC properties or National Housing Board properties
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* Private : Properties sold or ownership changed needs to be verified
* Other Provinces : Due to provincial demarcation
* Municipalities : State function on municipal land

Ongoing measures

The Department is updating the immovable asset register on a continuous basis with
information obtained from the following sources:

* Quarterly deeds download from National Department of Public Works;

» Section 42 transfer in accordance to the PFMA Act obtained from Client Departments and
other stakeholders (National entities);

* Physical verification conducted by in-house teams;

* Information obtained from condition assessments conducted by the Department via
appointed service providers and other relevant sources such as the EMIS used by the
Department of Education.

12.7 THE CURRENT STATE OF THE DEPARTMENT’S CAPITAL ASSETS. FOR EXAMPLE
WHAT PERCENTAGE IS IN GOOD, FAIR OR BAD CONDITION?

The “performance” of buildings is measured in various ways, but commonly in terms of its
condition. A building’s condition changes over time as physical and operational environments
impact on it, and condition assessments on a regular basis are required to update current
information and determine the maintenance needs of such buildings, as well as determine
which facilities should be replaced or disposed of.

The Government Immovable Asset Management Act (GIAMA) also requires that condition
assessments be done as part of the User Asset Management and Custodian Management
Plans. Four (4) assessors for provincial facilities were appointed during the 2014/15 on a two-
year basis, only one hundred and twenty seven (127) health facilities were assessed and the
project was put on hold due to financial constraint.

The project will resume once the fees are available to conduct condition assessment in the
2015/16 financial year.

The Terms of Reference for the service providers were:

» To conduct condition assessments of state-owned properties throughout the Province;

» To submit the outcome to the relevant user departments for implementation (maintenance
plan);

The outcome of the condition assessments will inform the maintenance plan for public

buildings under the custodianship of the Department. Maintenance therefore can be

adequately planned, scheduled and budgeted for based on actual and concise data.

Generally, the current state of the Department’s capital assets is fair and needs immediate
attention.

The outcome of the technical condition assessment ratings of 2330 conducted prior 2013/14
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and 127 list of facilities assessed during the period under review classified in terms of
infrastructure delivery management programme. To date 2457 facilities have been assessed.

The outcome of the condition assessment is as follows:
* Facilities rated poor (782) : 33%
» Facilities rated fair (1086) : 42%
* Facilities rated good (589) : 25%

¢ Facilities rated good (589) : 25%

Canditinn Accacemant Ratinga

During 2014/15 financial year, Department of Public Works and Roads started implementing
the outcome of the condition assessment with the aim of improving the budgeting and
implementation of maintenance projects. Implementation started with poorly rated facilities
to fair and good, but due to financial constraint, the project was put on hold until the availability
of funds.

Current challenges

Infrastructure delivery management should be implemented as planned to avoid further deteri-
oration of facilities which can result in high cost than it would have been if it was carried out
as planned.

Recommendations

Implementation prioritization:-

(a) Facilities in Good Condition : Preventative maintenance

(b) Facilities in Fair Condition : Essential maintenance only
(c) Facilities in Poor Condition  : Condition based maintenance

Assessors will resume conducting condition assessments in the 2015/16 financial year once
the funding is available. The Department is targeting to assess a minimum of one thousand
(1000) facilities per financial year in line with condition assessment guideline from National
Department of Public Works.
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12.8 PROGRESS MADE IN ADDRESSING THE MAINTENANCE BACKLOG DURING THE
PERIOD UNDER REVIEW, FOR EXAMPLE, HAS THE BACKLOG GROWN OR BECOME
SMALLER? IS THE RATE OF PROGRESS ACCORDING TO PLAN? IF NOT WHY NOT,
AND WHAT MEASURES WERE TAKEN TO KEEP ON TRACK.

The Department of Public Works and Roads, as a custodian is responsible to compile a
maintenance plan for the Province to address maintenance backlog and to keep up with the
physical deterioration due to daily operation. Maintenance has been addressed on reactive
basis, however a proactive plan of actions and measures have been put in place to improve
the quality of all State-owned facilities:

Planned Infrastructure programmes and projects and associated budgets for the current and
outer years in line with the MTEF in the following outputs: (Alignment of the Infrastructure
Delivery Cycle & the Budget Cycle for improved planning, implementation and better cash-
flow management)

Challenges

*  Non-submission of monthly progress reports by implementers.
*  Non-submission of final project (product) to update the Asset Register.
» Delays with tender/SCM processes

Way forward

*  Submission of monthly progress reports to all stakeholders.

»  Capturing of all related projects (completed construction) on the IAR.

* Improve communication among relevant stakeholders and align SCM processes with
planning cycle
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Report of the Provincial Audit Committee

We are pleased to present our final report for the financial year ended 31 March 2015.

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 four times per annum as
the Cluster Audit Committee as per its approved terms of reference. During the current year
four meetings were held by the Central Audit Committee and five meetings were held by
the Cluster Audit Committee.

Central Audit Committee

Scheduled Meetings Special Meetings
Name Role Held Attended Held Attended
Mr M. Mohohlo Chairperson 4 4 2 2
Ms P. Mzizi External Member 4 3 2 2
Ms N. Mtebele External Member 4 3 2 2
Mr P. Tjie External Member 4 2 2 1
Mr N. Kunene** Ex Officio Member 4 1 2 1
Mr M. Raedani* Ex Officio Member 4 1 2 Na
Mr G. Paul Ex Officio Member 4 3 2 Na

*Head of Department resigned 30 October 2014

** Acting Head of Department

Cluster Audit Committee

Scheduled Meetings
Name Role Held Attended
Mr P. Tjie Chairperson and External Member 5 5
Ms J. Brown External Member 5 5
Mr P. Zwane External Member 5 3
Dr A. Robinson Internal Member 5 4
Ms B. Mofokeng Internal Member 5 3




Audit Committee Responsibility

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

The Audit Committee also reports that it has adopted appropriate formal terms of reference as
its Audit Committee Charter, has regulated its affairs in compliance with this charter and has

discharged all its responsibilities as contained therein.

The effectiveness of internal control

In line with the PFMA, internal audit provides the audit committee and management with
assurance that the internal controls are appropriate and effective. This is achieved by evaluating
internal control, risk management and governance processes to determine their effectiveness
and efficiency, and also by developing recommendations for the enhancement or improvement
thereof.

From the various reports of the internal auditors, management and audit reports of the Auditor
General South Africa it was noted that matters were reported indicating material deficiencies in
the system of internal controls in areas pertaining to financial reporting, reporting on
Predetermined Objectives and compliance with laws and regulations.

A matter of concern for the Audit Committee is that the department is currently not effectively
implementing all external and internal audit action plans agreed upon.

Based on the quarterly reviews performed, the Departmental fraud and risk management
system is not adequate and effective.

During the year under review the Executive Council of the Province commissioned a forensic
investigation at the Department. At the time of writing this report the investigation was still in
progress and the outcome and impact of the investigation on the fraud management system
and the annual financial statements is uncertain.

The Audit Committee remains concerned with the slow progress in the finalisation of
unauthorised, irregular, fruitless and wasteful expenditure.
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In-Year Management and Quarterly Reporting

The Provincial Treasury has confirmed that the department has reported to the Treasury as is
required by the PFMA. The quality of the in-year financial and performance reporting, including

interim financial statements, is however a concern to the Audit Committee.

Reconfiguration of Departments

During the year under review the Department was reconfigured as part of the provincial reconfig-
uration announced by the Premier in May 2014. The Province implemented various control
measures to manage this process. The Audit Committee reviewed this process during its
quarterly meetings and made recommendations in this regard.

Evaluation of Financial Statements

The Audit Committee advised the accounting officer to ensure that all the review notes and
comments of the Internal Audit and Audit Committee are fully addressed prior to submission of
the annual financial statements to Auditor General South Africa and that prior year
misstatements as reported in the management report of the Department do not re-occur.

The Audit Committee has:

+ reviewed and discussed the external audit outcomes on the audited annual financial
statements to be included in the annual report with the Auditor General South Africa
and the Accounting Officer,

+ reviewed the Auditor General South Africa’s management report and management’s
responses thereto, and

* reviewed significant adjustments resulting from the audit.
The Audit Committee remains concerned with the financial position of the Department and the
impact of accruals and commitments on the budget and service delivery for the 2015/16 financial

year.

Evaluation of reporting on predetermined objectives

The Audit Committee advised the Accounting Officer to ensure that all the review notes and
comments of Internal Audit and the Audit Committee are fully addressed prior to submission of
the report on Predetermined Objectives to the Auditor General South Africa and to ensure that

prior year noncompliance does not re-occur.
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The Audit Committee has discussed the external audit outcomes of the reporting on
predetermined objectives to be included in the annual report with the Auditor General South
Africa and the Accounting Officer.

Internal Audit

The Audit Committee is satisfied that the Internal Audit function operated effectively during the
year under review. The Audit Committee noted that the deficiencies in the risk management
system mentioned above impact on the implementation of the risk based audit approach.
However the Audit Committee is satisfied that adequate alternative risk assessments were
performed to ensure that audit plans are risk based.

Auditor General South Africa

The Audit Committee is not aware of any unresolved issues with respect to the current audit.

The Audit Committee concurs with the Auditor General South Africa's opinion on the annual

financial statements.

General

The Audit Committee strongly recommends that the Department must prioritise the adequate
and effective implementation and frequent monitoring of the audit action plans for both internal
and external audits so as to achieve clean administration.

Signed on behalf of the Cluster Audit Committee by:

Chairperson of the EID Cluster Audit Committee
Date: 2 August 2015
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The above report was presented to, considered and approved by the Central Audit Committee
at a meeting held on 2 August 2015 and is signed by:

M. Mohohlo

Chairperson of the Provincial Audit Committee
Date: 2 August 2015
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Report of the auditor-general to the North West
Provincial Legislature on vote no. 11: Department of
Public Works and Roads

Report on the financial statements

Infroduction

1. | have audited the financial statements of the Department of Public Works and Roads set out
on pages 146 to 212, which comprise the appropriation statement, the statement of financial
position as at 31 March 2015, the statement of financial performance and cash flow statement
for the year then ended, as well as the notes, comprising a summary of significant accounting
policies and other explanatory information.

Accounting officer’s responsibility for the financial statements

2. The accounting officer is responsible for the preparation and fair presentation of these financial
statements in accordance with the Modified Cash Standard (MCS) prescribed by the National
Treasury and the requirements of the Public Finance Management Act of South Africa, 1999
(Act No. 1 of 1999) (PFMA) and the Division of Revenue Act of South Africa, 2014 (Act No. 10
of 2014) (DoRA) and for such internal control as the accounting officer determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor-general’s responsibility

3. My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audit in accordance with International Standards on Auditing. Those standards
require that | comply with ethical requirements, and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified audit opinion.

:‘; 137



Basis for qualified opinion

Irregular expenditure

6. Section 40(3)(i) of the PFMA requires the department to include particulars of irregular
expenditure in the notes to the financial statements. The department made payments in
contravention of the supply chain management requirements that were not included in
irregular expenditure, resulting in irregular expenditure being understated by R29 932 005
(2014: R55 782 759). Furthermore, | was unable to obtain sufficient appropriate audit evidence
to confirm irregular expenditure of R718 838 570 (2014: R502 579 325) disclosed by the
department. | was unable to confirm this irregular expenditure by alternative means.
Consequently, | was unable to determine whether any further adjustments relating to irregular
expenditure of R2 444 666 000 (2014: R2 260 458 000) disclosed in note 25 to the financial
statements was necessary.

Commitments

7. 1 was unable to obtain sufficient appropriate audit evidence for commitments disclosed, as the
department did not have an adequate contract management system in place to record,
maintain and reconcile their commitments. | was unable to confirm these commitments by
alternative means. Consequently, | was unable to determine whether any adjustments relating
to commitments of R1 264 905 000 disclosed in note 20 to the financial statements was
necessary.

Movable tangible capital assets

8. | was unable to obtain sufficient appropriate audit evidence regarding the movable capital
assets due to a lack of details to support reconciling items between assets as disclosed in note
30 of the financial statements and the Walker financial systems. This was due to unreconciled
differences between the approved write-offs and the actual write-offs for major and minor
assets. | was unable to confirm these movable tangible capital assets by alternative means.
Consequently, | was unable to determine whether any adjustments relating to movable
tangible capital assets of R308 435 000 (2014: R624 005 000) disclosed in note 30 to the
financial statements was necessary.

Qualified opinion

9. In my opinion, except for the possible effects of the matters described in the basis for qualified
opinion paragraphs, the financial statements present fairly, in all material respects, the
financial position of the Department of Public Works and Roads as at 31 March 2015 and its
financial performance and cash flows for the year then ended, in accordance with the MCS
prescribed by the National Treasury and the requirements of the PFMA and the DoRA.

Emphasis of matters

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

Unavuthorised, fruitless and wasteful expenditure

11. As disclosed in note 9 to the financial statements, the unauthorised expenditure in respect of
prior years of R14 812 000 had not yet been dealt with in accordance with section 34 of the
PFMA.

12. As disclosed in note 26 to the financial statements, fruitless and wasteful expenditure of
R1 440 000 for the current year and R24 413 000 from prior years had not yet been resolved.
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Accruals

13. Accruals which exceed the payment term of 30 days as required in Treasury Regulation 8.2.3
amounted to R215 186 000 as per note 21. This amount, in turn, exceeds the voted funds to
be surrendered of R105 535 000 as per the statement of financial performance by
R109 651 000. The amount of R109 651 000 would therefore have constituted unauthorised
expenditure had the amounts due been paid in a timely manner.

Restatement of corresponding figures

14. As disclosed in note 31 and 32 to the financial statements, the corresponding figures for
31 March 2014 have been restated as a result of an error discovered during 2015 in the
financial statements of the Department of Public Works and Roads at, and for the year ended,
31 March 2015.

Events after reporting date

15. As disclosed in note 29 to the financial statements, a legal claim of R30 567 409 relating to the
Brits Hospital was settled during June 2015. There was significant uncertainty regarding the
amount and the outcome of the court case at year-end. This was disclosed as a contingent
liability at year-end.

Additional matter

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

Unaudited supplementary schedules

17. The supplementary information set out on pages 213 to 223 does not form part of the financial
statements and is presented as additional information. | have not audited these schedules and
accordingly | do not express an opinion thereon.

Report on other legal and regulatory requirements

18. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and
the general notice issued in terms thereof, | have a responsibility to report findings on the
reported performance information against predetermined objectives for selected programmes
presented in the annual performance report, non-compliance with legislation and internal
control. The objective of my tests was to identify reportable findings as described under each
subheading but not to gather evidence to express assurance on these matters. Accordingly, |
do not express an opinion or conclusion on these matters.

Predetermined objectives

19. | performed procedures to obtain evidence about the usefulness and reliability of the reported
performance information for the following selected programmes presented in the annual
performance report of the department for the year ended 31 March 2015:

* Programme 2: Public works infrastructure on pages 36 to 46
* Programme 3: Transport infrastructureon pages 47 to 55
* Programme 4: Community-based programme (EPWP) on pages 56 to 61

20. | evaluated the reported performance information against the overall criteria of usefulness and
reliability.

21. | evaluated the usefulness of the reported performance information to determine whether it
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was presented in accordance with the National Treasury’s annual reporting principles and
whether the reported performance was consistent with the planned programmes. | further
performed tests to determine whether indicators and targets were well defined, verifiable,
specific, measurable, time bound and relevant, as required by the National Treasury’s
Framework for managing programme performance information (FMPPI).

22. | assessed the reliability of the reported performance information to determine whether it was
valid, accurate and complete.

23. The material findings in respect of the selected programmes are as follows:
Programme 2: Public works infrastructure

Usefulness of reported performance information

24. Adequate and reliable corroborating evidence could not be provided for all reasons for
variances as disclosed in the annual performance report as required by the NT annual report
guide. The department’s records did not permit the application of alternative audit procedures.
This was due to the absence of documented and approved internal policies and procedures to
address reporting requirements and a lack of documentation to support these variances.

25. The FMPPI requires that indicators be well defined and verifiable:
e A total of 100% of the indicators were not well defined.
e A total of 70% of the indicators were not verifiable.

This was due to a lack of understanding of the FMPPI requirements and due to a lack of well-
defined technical data descriptions for indicators. Furthermore, a proper system to collect core
data on a consistent basis and a process to analyses this information was not in place.

Reliability of reported performance information

26. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store
performance information to ensure valid, accurate and complete reporting of actual
achievements against planned objectives, indicators and targets. | was unable to obtain the
information and explanations | considered necessary to satisfy myself as to the reliability of the
reported performance information. Due to the lack of proper indicator definitions to
predetermine the evidence and method of calculation for actual achievement, the auditee
could not provide sufficient appropriate evidence in support of the reported performance
information.

Programme 3: Transport infrastructure

Usefulness of reported performance information

27. Adequate and reliable corroborating evidence could not be provided for all reasons for
variances as disclosed in the annual performance report as required by the NT annual report
guide. The department’s records did not permit the application of alternative audit procedures.
This was due to the absence of documented and approved internal policies and procedures to
address reporting requirements and a lack of documentation to support these variances.

28. The FMPPI requires that indicators be well defined and verifiable:
e A total of 76% of the indicators were not well defined.
e A total of 44% of the indicators were not verifiable.

This was due to a lack of understanding of the FMPPI requirements and due to a lack of well-
defined technical data descriptions for indicators. Furthermore, a proper system to collect core
data on a consistent basis and a process to analyses this information was not in place.
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Reliability of reported performance information

29. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store
performance information to ensure valid, accurate and complete reporting of actual
achievements against planned objectives, indicators and targets. | was unable to obtain the
information and explanations | considered necessary to satisfy myself as to the reliability of the
reported performance information. Due to the lack of proper indicator definitions to
predetermine the evidence and method of calculation for actual achievement, the auditee
could not provide sufficient appropriate evidence in support of the reported performance
information.

Programme 4: Community-based programme (EPWP)

Usefulness of reported performance information

30. Adequate and reliable corroborating evidence could not be provided for all reasons for
variances as disclosed in the annual performance report as required by the NT annual report
guide. The department’s records did not permit the application of alternative audit procedures.
This was due to the absence of documented and approved internal policies and procedures to
address reporting requirements and a lack of documentation to support these variances.

31. The FMPPI requires that indicators be well defined and verifiable:
¢ A total of 100% of the indicators were not well defined.
¢ A total of 100% of the indicators were not verifiable.

This was due to a lack of understanding of the FMPPI requirements and due to a lack of well-
defined technical data descriptions for indicators. Furthermore, a proper system to collect core
data on a consistent basis and a process to analyses this information was not in place.

Reliability of reported performance information

32. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store
performance information to ensure valid, accurate and complete reporting of actual
achievements against planned objectives, indicators and targets. | was unable to obtain the
information and explanations | considered necessary to satisfy myself as to the reliability of the
reported performance information. Due to the lack of proper indicator definitions to
predetermine the evidence and method of calculation for actual achievement, the auditee
could not provide sufficient appropriate evidence in support of the reported performance
information.

Additional matter

33. | draw attention to the following matter:

Achievement of planned targets

34. Refer to the annual performance report on pages 35 to 46, 47 to 55 and 56 to 61 for
information on the achievement of the planned targets for the year. This information should be
considered in the context of the material findings on the usefulness and reliability of the
reported performance information for the selected programmes reported in paragraphs 24 to
32 of this report.
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Compliance with legislation

35.

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

Strategic planning and performance management

36.

37.

38.

Specific and appropriate information systems to enable the department to monitor the
progress made towards achieving the goals, targets and core objectives as indicated in the
annual performance plan did not exist as required by Public Service Regulation Part 11I1B.1

(F)(i)ii).

Procedures for the facilitation of effective performance monitoring, evaluation and corrective
action were not established as required by Treasury Regulation 5.3.1.

Effective, efficient and transparent systems of risk management and internal control with
respect to performance information and management was not in place as required by section
38(1)(a)(i) of the PFMA.

Financial statements

39.

The financial statements submitted for auditing were not prepared in accordance with the
prescribed financial reporting framework and supported by full and proper records as required
by section 40(1) (a) and (b) of the PFMA. Material misstatements of non-current assets and
disclosure items identified by the auditors in the submitted financial statements were
subsequently corrected, but the uncorrected material misstatements and supporting records
that could not be provided resulted in the financial statements receiving a qualified audit
opinion.

Procurement and contract management

40.

41.

42.

43.

44.

45.

46.

Sufficient appropriate audit evidence could not be obtained that all contracts were awarded in
accordance with the legislative requirements as the department failed to submit the tender
documents and bid files relating to these contracts.

Goods and services with a transaction value below R500 000 were procured without obtaining
the required price quotations, as required by Treasury Regulation 16A6.1.

Sufficient appropriate audit evidence could not be obtained that invitations for competitive
bidding in the previous years were advertised for a required minimum period, as required by
Treasury Regulations 16A6.3(c).

Sufficient appropriate audit evidence could not be obtained that bid adjudication in the
previous years was done by committees which were composed in accordance with the policies
of the department, as required by Treasury Regulations 16A6.2(a), (b) and (c).

Sufficient appropriate audit evidence could not be obtained that awards were only made to
suppliers who submitted a declaration of past supply chain practices such as fraud, abuse of
SCM system and non-performance, which is prescribed in order to comply with Treasury
Regulation16A9.2.

Sufficient appropriate audit evidence could not be obtained that contracts in the previous years
were awarded to suppliers whose tax matters have been declared by the South African
Revenue Services to be in order as required by Treasury Regulation 16A9.1(d) and the
Preferential Procurement Regulations.

Sufficient appropriate audit evidence could not be obtained that contracts and quotations were
awarded to bidders based on points given for criteria that were stipulated in the original
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invitation for bidding and quotations, as required by Treasury Regulations 16A6.3(a) and
Preferential Procurement Regulations.

47. The preference point system was not applied in all procurement of goods and services in the
previous years above R30 000 as required by section 2(a) of the Preferential Procurement
Policy Framework Act and Treasury Regulation 16A6.3(b.

48. Contracts and quotations were awarded to bidders based on preference points that were not
calculated in accordance with the requirements of the Preferential Procurement Policy
Framework Act and its regulations.

49. Contracts and quotations in the previous years were awarded to bidders that did not score the
highest points in the evaluation process, as required by section 2(1)(f) of Preferential
Procurement Policy Framework Act and Preferential Procurement Regulations.

50. Sufficient appropriate audit evidence could not be obtained that contracts in the previous years
were awarded only to bidders who submitted a declaration on whether they are employed by
the state or connected to any person employed by the state, which is prescribed in order to
comply with Treasury regulation 16A8.3.

51. Sufficient appropriate audit evidence could not be obtained that construction contracts were
awarded to contractors that were registered with the Construction Industry Development Board
(CIDB) and qualified for the contract in accordance with section 18(1) of the CIDB Act and
CIDB regulations 17 and 25(7A).

52. Sufficient appropriate audit evidence could not be obtained that persons in service of other
state institutions, who had a private or business interest in contracts awarded by the
department, did not participate in the process relating to that contract in contravention of
Treasury Regulation 16A8.4.

Human resource management and compensation

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

Expenditure management

54. Effective steps were not taken to prevent irregular and fruitless and wasteful expenditure, as
required by section 38(1)(c)(ii) of the PFMA and Treasury Regulation 9.1.1.

55. Contractual obligations and money owed by the department were not settled within 30 days,
as required by section 38(1)(f) of the PFMA and Treasury Regulation 8.2.3.

Conditional grants received

56. The department did not evaluate its performance in respect of programmes or functions
funded by the allocation, as required by section 12(6)(a) of the DoRA.

Revenue management

57. Effective and appropriate steps were not taken to collect all money due, as required by section
38(1)(c)(i) of the PFMA and Treasury Regulations 11.2.1, 15.10.1.2(a) and 15.10.1.2(e).

Liability management

58. The department was committed to liabilities for which money had not been appropriated, in
contravention of section 38(2) of the PFMA.
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Asset management

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

Consequence management

60. Allegations of failure to comply with the supply chain management system against role players
in the supply chain management system were not investigated, as required by Treasury
Regulation 16A9.1(b).

Internal contirol

61. | considered internal control relevant to my audit of the financial statements, the annual
performance report and compliance with legislation. The matters reported below are limited to
the significant internal control deficiencies that resulted in the basis for qualified opinion, the
findings on the annual performance report and the findings on non-compliance with legislation
included in this report.

Leadership

62. The leadership of the department did not exercise adequate oversight over financial and
performance reporting, internal controls and compliance with laws and regulations. The action
plan that was developed did not address all prior period qualifications. Furthermore, the
organisational structure was reviewed but not implemented to ensure that there were
sufficiently skilled human resources available to support the department’s mandate.

Financial and performance management

63. The organisational structure was not approved which impact upon the ability of the department
to attract sufficiently skilled staff, to compile accurate and complete financial statements on a
monthly basis. Furthermore, the department did not implement an appropriate contract and
performance management system to enable the department to pro-actively manage the risks
and performance of the department.

Governance

64. The effectiveness of the audit committee and internal audit’s role as an assurance provider
was compromised by management’s inability to address and react to internal audit’s findings
and recommendations.
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Other reports

Investigations

65. Investigationsby National Treasury into alleged irregularitiesregarding the transport

infrastructure and supply chain management are still pending. Outcomes of the investigations

have not yet been issued at the date of this report.

Rustenburg
31July 2015
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North West: Public Works and Roads - Vote 11
Accounting Policies for the year ended 31 March 2015

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.

1.1

1.2

1.3

1.4

1.5

21

Presentation of the Financial Statements

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 supplemented with
additional disclosure items. Under the cash basis of accounting transactions and other events are
recognised when cash is received or paid.

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.

Rounding

Unless otherwise stated all financial figures have been rounded to the nearest one thousand Rand (R’000).
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.

Comparative figures - Appropriation Statement

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

Revenue
Appropriated funds

Appropriated funds comprises of departmental allocations as well as direct charges against revenue fund.
Appropriated funds are recognised in the financial records on the date the appropriation becomes effective.
Adjustments made in terms of the adjustments budget process are recognised in the financial records on
the date the adjustments become effective.

Unexpended appropriated funds are surrendered to the Provincial Revenue Fund. Any amounts owing to
the Provincial Revenue Fund at the end of the financial year are recognised as payable 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.
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North West: Public Works and Roads - Vote 11
Accounting Policies for the year ended 31 March 2015

2.2

2.3

3.1

3.11

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 authorisation
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.

Social contributions

Employer contributions to post employment benefit plans in respect of current employees are expensed in
the statement of financial performance when the final authorisation for payment is effected on the system
(by no later than 31 March of each year).

No provision is made for retirement benefits in the financial statements of the department. Any potential
liabilities are disclosed in the financial statements of the National Revenue Fund and not in the financial
statements of the employer department.

Employer contributions made by the department for certain of its ex-employees (such as medical benefits)
are classified as transfers to households in the statement of financial performance.
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North West: Public Works and Roads - Vote 11
Accounting Policies for the year ended 31 March 2015

3.2

3.3

3.4

3.5

3.6

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.

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.

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.

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).

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.
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North West: Public Works and Roads - Vote 11
Accounting Policies for the year ended 31 March 2015

3.7

3.8

41

4.2

4.3

4.4

Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is recognised as expenditure in the statement of financial performance
according to the nature of the payment and not as a separate line item on the face of the statement. If the
expenditure is recoverable it is treated as an asset until it is recovered from the responsible person or
written off as irrecoverable in the statement of financial performance.

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.

Assets

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.

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

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.
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4.5

4.6

4.7

4.8

4.8.1

4.8.2

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.

Loans

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

Amounts that are potentially irrecoverable are included in the disclosure notes.

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.

Immovable 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 immovable capital asset is stated at fair
value or at R1 unless the fair value for the asset has been reliably estimated.
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5.1

5.2

5.3

5.4

5.5

5.6

Subsequent recognition

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

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

Liabilities
Payables

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

Contingent liabilities

Contingent liabilities are included in the disclosure notes to the financial statements when it is possible
that economic benefits will flow from the department, or when an outflow of economic benefits or service
potential is probable but cannot be measured reliably.

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.

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.

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.

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.
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5.7

5.8

7.1

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.

Impairment and other provisions

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

Provisions are disclosed when there is a present legal or constructive obligation to forfeit economic benefits
as a result of events in the past and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate of the obligation can be made.

Receivables for departmental revenue

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

Net Assets
Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a prior reporting
period but which are recognised in the statement of financial position for the first time in the current reporting
period. Amounts are recognised in the capitalisation reserves when identified in the current period and are
transferred to the Provincial Revenue Fund when the underlining asset is disposed and the related funds
are received.
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7.2

10.

Recoverable revenue

Amounts are recognised as recoverable revenue when a payment made in a previous financial year
becomes recoverable from a debtor in the current financial year. Amounts are either transferred to the
Provincial Revenue Fund when recovered or are transferred to the statement of financial performance
when written-off.

Related party transactions

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

Key management personnel

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

Public private partnerships

A description of the PPP arrangement, the contract fees and current and capital expenditure relating to
the PPP arrangement is included in the disclosure notes.
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North West: Public Works and Roads - Vote 11
Notes to the Appropriation Statement for the year ended 31 March 2015

1 Detail of transfers and subsidies as per Appropriation Act (after Virement):

Detail of these transactions can be viewed in the note on Transfers and subsidies and Annexure 1 (A-H) to the Annual Financial Statements.

2 Detail of specifically and exclusively appropriated amounts voted (after Virement):
Detail of these transactions can be viewed in note 1 (Annual Appropriation) to the Annual Financial Statements.

3 Detail on payments for financial assets
Detail of these transactions per programme can be viewed in the note to Payments for financial assets to the Annual Financial Statements.

4 Explanations of material variances from Amounts Voted (after virement):

Final Actual Variance Variance as a %
4.1 Per programme: Appropriation | Expenditure of Final Approp.
R’000 R’000 R’000 %
Administration
187 677 169 507 18 170 9.70%

Goods and Services R 11,630 million

Late submission of invoices of office furniture for domestic and office furniture for MPLs and departmental officials as per needs analysis. For the
past three years the department did not procure office furniture for officials due to non existence of furniture contract, this resulted to major
backlogs and funds surrendered and shifted to address pressure areas. This roll over request will be used to continue paying accruals received as
well as procurement of new furniture for officials and newly deployed MPLs.

Planned Learnership programme could not be implemented, for the amount of R 2,4 million earmarked for the implementation of learnership to
be rolled over.

Public Works
983 084 911 533 71551 7.3%

Building and Other Fixed Structure — R 53,428 million

R30m was subjected to a Court Order. R23m is due to system cutoff dates and migration from First National Bank to ABSA bank invoices were
submitted late for payment as result they could not all go through the payment system. All invoices in question are listed for Accruals.

Goods and Services — R 15,958 million

The additional R 15 million allocated during the provincial reconfiguration for asset management could not be spend due to delay in the
advertisement and awarding of the projects. Roll over will be required to continue with the planned project and also document all immovable asset
into the system, which will be easily located according to Geographic Information Systems (GIS) and it also compatible to Basic Accounting

(BAS),

Transport Infrastructure
1253 255 1238415 14 840 1.2%

Posts for SMS and Candidate Engineers posts were advertised and upon shortlisting the Department could not find suitable candidates. |

Community Based Programme
615 895 614 921 974 0.2%

There was overspending of EPWP stipends by R63 milllion as result of 12000 additional beneficiaries with insufficient funding; and R62 million
underspending on Cooperatives due to late allocation of funds.

(In the case of surpluses on programmes, a detailed explanation must be given as to whether it is as a result of a saving or underspending.)

Variance
asa%
Final Actual Variance of Final
4.2 Per economic classification: Appropriation | Expenditure ApDproo.
R’000 R’000 R’000 %
Current expenditure
Compensation of employees 676 046 659 369 16 677 2.5%
Goods and services 1131673 1164 587 (32 915) -2.9%
Interest and rent on land 758 758 - -
Transfers and subsidies
Provinces and municipalities 226 851 226 483 368 0.2%
Higher education institutions - 913.00 - -
Public corporations and private enterprises 102 000 40 000 62 000 60.8%
Households 11944 10 589 1355 11.3%
Payments for capital assets
Buildings and other fixed structures 868 241 812 630 55611 6.4%
Machinery and equipment 22 398 19 960 2438 10.9%

Compensation of Employees: Due to the moratorium issued by Office of the Premier the department is unable to appoint on vacant funded
positions.. The vacant senior management positions for Transport Infrastructure that were advertised could not go through, most of candidate did
not meet set requirement. Goods and
Services : The budget for EPWP was initially under allocated by Provincial Treasury and the overexpenditure was as a results of contracts
already entered with beneficiaries. The late implementation of cooperatives as a replacement of EPWP and Vuk'phile resulted to the
undespending of 60 per cent on Public Corporations and Private Enterprises.

Household expenditure is mainly on leave gratuity and injury on duty, the department will accurately cost the item listed properly to avoid huge
lunderspending. Building and Other
Fixed Structure : Most invoices related to building infrastructure were submitted after the financial year end closure, of which payments were
hever processed. The department requested to the roll over of funds for the un spent invoices. Machinery and Equipments The department due
o the late submission of invoices for office furniture and domestic equipments by service provider could not spent the entire budget allocated, roll
pver of funds were requested to continue with the purchases in the new financial year.
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North West: Public Works and Roads - Vote 11
Notes to the Appropriation Statement for the year ended 31 March 2015

Final Actual Variance
4.3 Per conditional grant Appropriation | Expenditure
R’000 R’000 R’000
NdoT - Provincial Roads Maintenance Grant 696 970 694 905 206!
NdPW - EPWP Inc Grant to Province 5638 5638

Due to financial pressure we encountered during the financial year, the Departmental Accruals on Roads Infrastructure amounts to R262 million.
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North West: Public Works and Roads - Vote 11
Statement of Financial Performance

2014/15 2013/14
Note R'000 R'000

REVENUE
Annual appropriation 1 [ 3039911 ] | 3614 446 |
TOTAL REVENUE 3039 911 3614 446
EXPENDITURE
Current expenditure
Compensation of employees 3 659 359 691 725
Goods and services 4 1165 426 891 570
Interest and rent on land 5 758 -
Total current expenditure 1825 543 1583 295
Transfers and subsidies
Transfers and subsidies 7 277 073 | | 835710 |
Total transfers and subsidies 277 073 835710
Expenditure for capital assets
Tangible assets 8 831760 | | 1121252 |
Total expenditure for capital assets 831 760 1121 252
Payments for financial assets 6 - 855
TOTAL EXPENDITURE 2934 376 3 541 112
SURPLUS/(DEFICIT) FOR THE YEAR 105 535 73 334
Reconciliation of Net Surplus/(Deficit) for the year
Voted Funds 105 535 73334

Annual appropriation 3039 911 -

Conditional grants 702 648 -

Unconditional grants - -
SURPLUS/(DEFICIT) FOR THE YEAR 105 535 73 334
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North West: Public Works and Roads - Vote 11
Statement of Financial Position

ASSETS

Current Assets 59 637 30918
Unauthorised expenditure 9 14 812 14 812
Cash an cash equivalents 10 28 176 -
Prepayments and advances " 3071 3071
Receivables 12 13 578 13 035

TOTAL ASSETS 59 637 30918

LIABILITIES

Current Liabilities 59 637 30918
Voted funds to be surrendered to the Revenue Fund 13 50 968 (14 572)
Departmental revenue and NRF Receipts to be surrendered to the
Revenue Fund 14 7 398 19 508
Bank overdraft 15 - 24 647
Payables 16 1271 1335

TOTAL LIABILITIES 59 637 30918

NET ASSETS - -

TOTAL - -

2(189x




North West: Public Works and Roads - Vote 11
Cash Flow Statement

2014/15 2013/14
Note R'000 R'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts 3 031 201 3696 174

Annual appropriated funds received 11 2998 357 3511 966

Departmental revenue received 2 32 826 184 179

Interest received 2.2 18 29
Net (increase)/ decrease in working capital (607) 1453
Surrendered to Revenue Fund (44 509) (260 307)
Surrendered to RDP Fund/Donor - -
Current payments (1824 785) (1555 708)
Interest paid 5 (758) -
Payments for financial assets - (855)
Transfers and subsidies paid (277 073) (835 710)
Net cash flow available from operating activities 17 883 469 1045 047
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets 8 (831 760) (1121 252)
Proceeds from sale of capital assets 2.4 1114 179
Net cash flows from investing activities (830 646) (1121 073)
Net increase/ (decrease) in cash and cash equivalents 52 823 (76 026)
Cash and cash equivalents at beginning of period (24 647) 51379
Cash and cash equivalents at end of period 10 28 176 (24 647)
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