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Preface 
In my extensive travels around South Africa over the last eight months since becoming the Minister 
responsible water and sanitation, I have seen at first hand the state of our water infrastructure and services. 
In many areas, I met people who are still waiting to get a piped water supply, 27 years after the dawn of our 
democracy. Their patience is wearing thin. I have also seen many places where the pipes are there, but there 
is no water in the taps. Water that was provided by government in the past is no longer available or reliable. 
Households must walk to the nearest stream where the water is not safe to drink, or must buy very 
expensive water from a vendor who has trucked the water it, or must wait, not knowing if and when the 
taps will have water gain. These conditions are not only found in rural areas. I have been to many small 
towns, and even some cities, with unreliable water supplies and with sewage running in the streets. Where 
is the dignity in this situation, children playing in filthy wastewater and getting sick? The Green Drop report 
I released in April showed that nearly two out of every three wastewater systems in the county are in a poor 
or critical state, and four out of every ten are in a critical state. The situation is worse now than it was in 
2013, when the last Green Drop report was published, and is damaging our environment and increasing 
the cost of providing safe water. 

After seeing these things, I realized that our government has failed the people of South Africa. Our 
constitution says that every person has a right to sufficient and safe water, and to a safe environment, and 
that, we as government have a duty to progressively realise this right using the resources available to us. 
Over the last 25 years we, as government, have provided and spent hundreds of billions of Rands in grants, 
but with disappointing results. In the last year alone we, as national government, provided close to 40 billion 
Rand to municipalities to support water and sanitation services. Yet, what I am seeing is a decline in services, 
not an improvement. It is as if we bought a car and forgot to also purchase the maintenance plan. After 
years of not being maintained, these services are now breaking down. It will be a long and expensive process 
to fix, but we need to start now. What has gone wrong, why, and what will be done about it?  

The Constitution gives the responsibility for providing water and sanitation to municipalities, specifically 
those municipalities that have been assigned the function in the Municipal Systems Act. There are 144 of 
these municipalities, 8 metros, 21 districts and 115 local municipalities.  

The constitution also requires that national government supports municipalities, but must also intervene 
where there are failures. 

The conclusion I draw is that both municipalities and national government have failed in their duty to 
progressively provide safe, sufficient and reliable water to every person, and a basic and safe sanitation 
service. Many municipalities have failed their citizens by not spending available resources effectively and by 
not recruiting and training the necessary skills to implement the capital programmes and to manage the 
service effectively. But national government has also failed. As national government our support has not 
yielded good results and we have not intervened effectively. 

It is time to turn this situation around. As Minister of Water and Sanitation, I accept responsibility for 
arresting the decline and bringing about improvements in the water services sector. And for this reason, I 
made a commitment to Cabinet in January to develop a National Water and Sanitation Improvement 
programme and to bring this to Cabinet in a few months.  

I am pleased now to present this programme to Cabinet. The programme is very ambitious. The 
programme aims to reverse the decline in the provision of water and sanitation services across the 
whole country.  

We will achieve the programme objective by doing four things: 

Firstly, we will be very clear about what is required of municipalities, so there is no confusion.  
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Secondly, we will monitor all municipalities by getting an answer to the question: are municipalities doing 
what they are required to do? And we will publish this data. 

Thirdly, we will develop and implement robust mechanisms to both support and intervene where 
municipalities are not complying with legislation and are not meeting the required minimum standards. We 
will identify the seriousness of the breach and our response will be in proportion to this. Our interventions 
will include imposing a recovery plan and even taking over the function where necessary. We will 
use the powers of the Minister as provided for in the National Water Act and the Water Services Act and 
supported by the Constitution. 

Fourthly, we will develop the necessary capacity to support and intervene, making use of both public and 
private sector mechanisms, appropriately funded and financed. We will enhance the capability of the 
Department, we will establish the Water Partnerships Office with the purpose of supporting effective long-
term contracting with the private sector, and we will partner with National Treasury, the Department of 
Cooperative Governance, MISA, provincial governments, SALGA, development finance institutions and 
others in support of this programme.  

The focus of the programme will be on actions that can be undertaken and have impact in the short and 
medium term. However, there are other matters that need to be addressed to support long term financial 
sustainability and effectiveness of the sector. These matters will be addressed in parallel.  

In implementing the programme, the Department will consult and coordinate with National Treasury, the 
Department of Cooperative Governance, SALGA and other stakeholders as appropriate. 

My fellow Cabinet colleagues, this is our opportunity to grasp this very significant challenge and put in 
place effective practical measures to turnaround the decline. I want to be able to say to our people that they 
can expect to see a positive difference in their experience of water and sanitation services. I look forward 
to your full support. 

 

Signed 

 

 

 

The Honourable Minister of Water and Sanitation 
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Executive Summary 
The constitutional responsibility for providing water and sanitation services rests with local 
government. The Department of Water and Sanitation has the power to regulate how these 
services are provided, to monitor and support municipalities providing water services and a 
duty to intervene where national norms and standards are not met. The national Water 
Services Improvement Programme will guide support and interventions to address the decline in 
water and sanitation services in municipalities. 

The effective and efficient provision of water services is legislated and regulated, requiring a 
municipality to ensure the safe and reliable supply of water and to provide basic sanitation services. 
Water services must be provided with limited interruption, providing prescribed water quality 
levels whilst wastewater must be managed to protect the environment and support healthy 
communities. Municipalities are required to use public resources in an efficient manner, manage 
public assets prudently, implement systems of internal control and report transparently on the 
financial performance and position of the municipality in general, and to manage and account 
separately for water and sanitation service where the municipality provides those services itself.  

The Department will monitor municipal performance and compliance with legislative obligations 
and norms and standards through a single national regulatory dashboard, published annually. 
The dashboard will highlight any breach of obligations and indicate the nature of the breach – 
whether material, serious and/or persistent. In addition, water services trends and comparative 
data will be published. Regulation of technical standards will be combined with greater attention 
to the cost of services, efficiency and financial sustainability, leading to more robust processes 
to evaluate and set tariffs and to enhance service outcomes and efficiencies in the sector. 
Transparency in financial reporting on water services and provision for infrastructure investment 
will be pursued in partnership with the National Treasury.   

Based on the dashboard data, and in terms of the constitutional powers of national government 
to intervene, the Minister will support and intervene based on non-compliance with the 
National Water Act and the Water Service Act. 

In terms of the National Water Act municipalities are required to obtain authorisation for the 
abstraction of water, and discharge of wastewater, and must comply with the conditions of such 
authorisations. Where a municipality does not comply, the Minister will direct a municipality to 
take measures to address the identified problem. If the municipality fails to respond to a directive, 
the Minister will undertake measures to remedy the situation and recover all related costs. 

In terms of the Water Services Act, noncompliance will be monitored based on the use of 
resources, effective management of water and wastewater networks, financial sustainability, 
municipal capabilities and planning compliance. In instances of a material breach the Minister 
will respond with a directive to the Municipality to develop a strategy to remedy the breach 
and update the Water Services Development Plan. The Minister may support the development 
and implementation of this remedial strategy with technical, management and/or financial 
assistance.  

In instances where municipalities are in serious material breach of obligations, the Minister, in 
consultation with Minister of Cooperative Governance and MEC for Local Government, will 
issue a directive to the municipality to perform the function effectively. The Minister will 
impose a recovery plan aimed at securing the municipality’s ability to meet its water services 
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obligations in terms of Section 139(5)(a) of the Constitution. The Minister may offer financial, 
managerial and technical advice and assistance to implement the recovery plan. The Minister will 
inform the National Council of Provinces.  

Where a municipality is in serious and persistent material breach of its obligations, the Minister 
in consultation with Minister of Cooperative Governance and MEC for Local Government will 
impose a recovery plan and assume responsibility for the implementation of the recovery 
plan in terms Section 139(5)(c) of the Constitution. The Minister will table a notice in the National 
Council of Provinces. 

Where municipal accounting officers and senior managers who are responsible for, or influence, 
water and sanitation services, are negligent or have committed an offence in terms of relevant 
legislation, the Minister will notify the Municipal Council of the offence in terms of the 
National Water Act, the Water Services Act or in terms of the Municipal Financial Management 
Act and may institute legal action. 

The National Department of Water and Sanitation’s Regional Offices will play a key role in the 
National Water Services Improvement programme to monitor performance, develop regional 
support and intervention plans, and lead and coordinate implementation. They will report on 
progress to the Department as well as District Development Model structures.  

A sound diagnosis of the problem, and a fit-for-purpose, practical plan that responds to the 
diagnosis are two necessary ingredients of a successful intervention. The remedial strategy and 
recovery plan must: 

• Show how the material breach will be remedied and over what timeframe; 
• Have goals and actions that are specific, measurable, achievable, relevant, and timebound; 
• Show how the necessary capability to implement the plan will be arranged; 
• Have a funded budget for implementation, appropriate to the actions and goals, and 

including provisions for capital as well as recurrent costs. 
Where the municipality retains political accountability and responsibility for implementing the 
plan, the remedial strategy must also be included as part of the water services development 
plan. Where the Minister takes over the function for a defined period, the recovery plan will 
include an exit strategy. 

Municipalities providing water services fall in three broad categories: cities, towns and 
predominantly rural areas. In designing and applying interventions, the Department will develop 
approaches that effectively respond to each of these contexts. 

Effective interventions to arrest the decline in water services will need to address governance, 
management and competency shortcomings, paying particular attention to ways to put in place the 
necessary management and technical skills.  

At a municipal level, minimum competency requirements will be included in the national 
norms and standards. Strategies to build internal capabilities include recruitment, training, 
deployment of staff and advisory services. The Department will work with other stakeholders to 
implement two specific training initiatives: a training programme for water services managers and 
practical artisan training. 
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Municipal and national capabilities will be strengthened over the short and medium term through 
contracting-in professional services, construction capability, operations and maintenance 
capacity and management skills.  

The Department will develop clear guidelines for contracting processes, develop contracting 
templates for specific kinds of frequent contracting and, with the necessary approval from 
National Treasury, develop framework contracts that municipalities can use. 

The Water Partnerships Office (a partnership between the Department, the DBSA and SALGA, 
led by the Department and based in the DBSA) will play a key role to support effective long-
term contracting with the private sector, with the view to harnessing private sector skills 
and commercial and blended finance to improve water services outcomes.  

The role of water boards as agents to contract on behalf of the Minister, where the Minister takes 
over the water services function of a municipality for a defined period, will be explored, and 
appropriate frameworks and guidelines developed. 

The Department will explore the use of water services committees (as allowed for in the Water 
Services Act) in contexts where a water services authority is failing to ensure the effective provision 
of water services and where communities are actively engaged in efforts to improve the provision 
of water services. 

The Department will also explore other options with the private sector and relevant stakeholders 
for the development of mutual partnerships that would result in the improvement of water 
services. 

The merits of various options for structural reforms to improve governance and ensure 
management effectiveness, and that could lead to better sector outcomes, will be examined and 
taken further as appropriate. 

In the short term, the Department will prioritise investments into three kinds of capability: 

• Experienced professional engineering and water services management capability to 
undertake diagnoses of the challenges at a municipal level and to develop practical 
strategies and plans to address these challenges.  

• Capability to conceptualise, scope, procure, contract and project manage short- to medium 
term professional engineering services, construction contracts and operations and 
maintenance contracts. 

• Capability to conceptualise, scope, procure, contract and manage long-term contracts with 
the public and private sectors. 

The Department will also invest in effective, best practice and bespoke training and development 
programmes for water services managers, in creating professional capacity to undertake economic 
regulation and in improving its data management, monitoring, auditing and reporting capabilities. 

All of these investments in building capability are modest and could be made within the financial 
year by adjusting the Department’s existing water services support and regulation budget of 
approximately R560 million. 

Municipal water services receive about R60 billion each year from users in the form of tariffs and 
user charges, and a further R40 billion from national government grants, paid from tax and other 
national government revenues.  A key focus of regulation and support activities must therefore be 
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to influence how effectively the resources within the sector are used. Smart investments in the way 
the grant system is designed and managed are likely to have outsized impact on sector outcomes 
given the very large grant flows and very poor outcomes. 

The implementation of remedial and recovery plans needs to be funded through and from 
municipal budgets. Liabilities can be secured in terms of contractual agreements and, in addition, 
transfers from national government could be secured to cover future liabilities.  

The Department will update water services related conditional grant frameworks to align to this 
strategy. Where other national department manage grants, the water services development plan 
will form a unifying focus to align investments into water services. Where necessary, to plan or 
implement recovery plans, indirect grants will be utilised. The use of incentives in grant 
design will be explored to strengthen effective and efficient use of grant funding.  

Reducing non-revenue water forms an integral part of this support and intervention framework 
with the aim to increase water services revenue, increase cash collections, improve expenditure, 
reduce non-payment of water resource charges and reduce customer debt. The Department will 
engage with National Treasury to find a better way to ensure alignment between municipal 
water and sanitation revenue and expenditure, to create better incentives for managers to 
reduce non-revenue water and ensure that water services tariffs are set to ensure financially 
sustainable water services.  

There is scope to increase water services debt financing at local government level and 
National Treasury has indicated that municipal bond issuance is an under-utilised financing 
mechanism. However, only a few municipalities can raise funding on their balance sheets and 
project finance usually requires some blended finance arrangement. Municipal borrowing can 
be secured though asset or revenue pledges and there may be scope to expand this model. 
Although there is less scope for national borrowing in support of this programme, the Minister of 
Water and Sanitation can secure national revenue in support of large-scale, long-term 
projects, if aligned to the borrowing priorities of government and with the concurrence of the 
Minister of Finance. 

Key actions and timeframes for the implementation of this programme are identified in the various 
sections of this document. The Department is already implementing some aspects of the 
programme and is actively supporting and intervening in municipalities. As set out in this 
document, this support and intervention will be increased and expanded as further aspects of the 
programme are put in place. 

The Department is in the process of updating the national norms and standards and developing 
minimum competency regulations. An agreement has been signed between the Department, 
DBSA and SALGA and funding has been secured for the Water Partnerships Office. Detailed 
work on the strengthening of economic regulatory capacity is nearing completion. A programme 
for mutual partnerships with the private sector and other non-governmental organisations has 
been formulated and has started to be implemented in several provinces. This includes multi-
billion-Rand partnerships with the mining and agriculture sectors, for the construction of bulk 
water supply pipelines and distribution networks to communities adjacent to the pipelines. 

The Department will work with COGTA, National Treasury and SALGA as it implements the 
programme. Key issues requiring collaboration include examining the merits of various options 
for structural reforms to improve governance and ensure management effectiveness with regard 
to water and sanitation services, as well as reviewing funding and financing mechanisms with a 
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view to strengthening incentives, ensuring grants deliver better value for money, and ensuring that 
the required support and intervention measures are funded. 
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1 Introduction 
 

1.1 Problem statement 

Municipal water services are in decline in many municipalities and government’s constitutional 
obligation to progressively provide safe water and a healthy environment for everyone is being 
compromised. In many cases, water and sanitation infrastructure is in a critical state after years of 
inadequate investment and maintenance. From the perspective of citizens, priority challenges 
include the following: 

• Piped water and a safe sanitation service are not available or accessible; 

• There is no water in the taps; pipes have been provided but the availability of water from 
these pipes is not reliable; 

• Water is not safe to drink; 

• Sewerage spills into the streets affecting children’s health in particular; and, 

• Poorly treated wastewater and sewer spills are polluting rivers. 

The causes, nature and scale of the challenge  

National government transfers close to R40 billion per year to municipalities to support water 
services. However, service outcomes do not match this level of input because of several factors, 
including how funds are allocated, project choice and design, inefficient spending, unspent grants, 
lack of technical capacity, inadequate operations and maintenance of infrastructure, insufficient 
investment in rehabilitation and replacement of infrastructure, and declining revenue and cash 
collection. 

Water infrastructure can be neglected for a long period of time without catastrophic failure. 
However, the quality of the service and the condition of the infrastructure will degrade overtime. 
At some stage a tipping point is reached, where critical failures become more frequent and more 
widespread. At this point, the decline in the condition of the infrastructure and service outcomes 
accelerates. 

As a result of inadequate maintenance of infrastructure, and insufficient investment in 
rehabilitation, many municipalities are not able to provide safe and reliable water or treat 
wastewater to the required standard. The increase in the number of wastewater treatment works 
in poor and critical condition, shown in Figure 1 below, is illustrative of this trend. 
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Figure 1: The proportion of wastewater systems in a poor and critical state  

 
Source: DWS Green Drop Report, April 2022 

If comparable data were available for the reliability and quality of potable water supplied over time, 
this data is likely to show a similar trend. Data from 2019 for water reliability shows that the 
problem is widespread (Figure 2).  

 

Figure 2: A large number of communities across South Africa experience an unreliable supply 

 
Source: Strategic Overview of the Water Sector in South Africa (DWS, 2020) 

 
The 2022 Green Drop report showed that the problem is widespread, with many municipalities 
performing poorly (Figure 3).  
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Figure 3: Green Drop Scores in 2021 by water services authority 

 
Source: 2022 Green Drop Report (DWS, 2022) 

 

Where infrastructure maintenance and rehabilitation has been neglected over a long period, it is 
not possible to remedy this in a short period. For example, the replacement cost of municipal 
water services assets is estimated to be about R1 000 billion1, and using a benchmark of 1.5% for 
asset rehabilitation and replacement, then the backlog in rehabilitation over 20 years would amount 
to R150 billion (assuming actual spending on rehabilitation of half of what was needed), about 
four times the annual local government transfers to the sector.  

In addition to the above, high and increasing non-revenue water and real water losses, and low 
and decreasing revenue collections, are contributing to higher costs and to less money being 
available to operate and maintain the service. The eight metropolitan municipalities, alone, lose at 
least R10 billion per year due to non-revenue water and cash collection inefficiencies. For all 
municipalities, non-revenue averaged 41%2 and outstanding customer debt for water and 
wastewater services amounted to R92 billion in June 2021, accounting for 39% of a total customer 
debt3. Municipalities are increasingly unable to pay their creditors. R14.9 billion is now owed to 

 
1 National Water Investment Framework (DWS,2017), updated to 2022 Rands. 
2 DWS 2017 

3 National Treasury, Local Government Revenue and Expenditure Report 4th Quarter, 2020/21  
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water boards and the Water Trading Entity for bulk and raw water supply supplied to 
municipalities4. At the same time, municipalities made an accounting surplus of about 10% of 
water and sanitation revenues and underspent their capital budget by 20% (See Annexure 3). 

Many municipalities lack the necessary skills and experience to develop and manage an appropriate 
capital investment programme and to operate and maintain the service (and many are also entirely 
dependent on capital grants for investment). Consequently, many municipalities are in a downward 
spiral of decreasing performance and decreasing revenue. The impact ripples through municipal 
finances, investment attraction and political trust. This decline in water and sanitation services is 
serious and needs to be reversed. 

 

1.2 Purpose  

While the constitutional responsibility for providing water and sanitation services rests with local 
government, the national Department of Water and Sanitation5 has the power to regulate how 
these services are provided, including defining minimum norms and standards, and the duty to 
intervene where these standards are not being met. National government also supports local 
government to fulfil its constitutional mandate in the spirit of cooperative governance. 
Unfortunately, regulatory and support efforts to date have not had the desired results. 

The purpose of the national Water Services Improvement Programme (WSIP) is to put in place 
robust, Cabinet-approved arrangements that will ensure that the national Water and Sanitation 
Department’s intervention and support actions are effective.  

The overall aim of this initiative is to reverse the decline in the provision of water and sanitation 
services in all of South Africa’s municipalities. 

The specific objectives of this initiative are fourfold:  

1. To be very clear about what municipalities are required to do by clarifying and 
strengthening the minimum norms and standards for water and sanitation services. 

2. To monitor whether or not municipalities are doing what they are required to do and to 
report annually this. 

3. To be clear on what actions will be taken, when and how, when municipalities are not 
doing what they are required to do, by implementing robust mechanisms to both support 
and intervene where these standards are not being met. 

4. To ensure that the Department is able to provide support and intervene effectively by 
providing for the necessary capacity to support and intervene, making use of both public 
and private sector mechanisms, appropriately funded and financed. 

 
4 DWS 2019 

5 Referred to in this document as the Department. 

“When state institutions are well-run and efficient, when they demonstrate credibility and fairness in their 
operations, this contributes to increasing levels of trust in government. Business and investor confidence also 
improves, encouraging greater investment and economic growth. 

President Ramaphosa, April 2022  
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The Department will consult and coordinate with National Treasury, the Department of 
Cooperative Governance and other stakeholders as appropriate in the implementation of the 
interventions and support activities set out in this document. 

1.3 Scope: Short-term results while creating medium-term conditions for success 

A primary focus of the National Water Services Improvement Programme is on actions led by 
the Department of Water and Sanitation that will make a significant difference within short 
and medium-term timeframes (next 12 months to three years). 

However, to create the conditions for the sustainable provision of water services in the longer 
term, improvements in the enabling environment within which municipalities operate are needed, 
specifically with respect to expanding and streamlining processes for implementing alternative 
options for how services are provided (institutional arrangements and use of partnerships).  

This document makes a clear distinction between short-term actions that can be 
undertaken by the Department within the existing policy, legislation and regulatory 
environment, and other initiatives that will take longer to implement and may require 
policy, legislative and regulatory changes.  

The Department will engage with other stakeholders in parallel processes to take forward the 
following initiatives at the same time as implementing the Water Services Improvement 
Programme within the existing legislative framework and regulations:  

1. Funding and Financing mechanisms will be adjusted to strengthen incentives, to ensure 
grants deliver better value for money, and that appropriate support and intervention 
measures are funded. Some changes could be achieved in time to be included in the next 
national government budget. 

2. Partnering, contracting and procurement mechanisms will be developed and 
streamlined for effective use of the public and private sectors in terms of both short-term 
and longer-term arrangements, with a focus on transparency, effectiveness, value for 
money and timeliness. 

3. The merits of structural reforms to improve governance and ensure management 
effectiveness will be examined and taken further as appropriate (see Box 1). 

4. The merits of various options for developing economic regulation capacity will be 
examined and taken further as appropriate (see Box 4). 

5. The regulatory framework will be amended where necessary and appropriate, in 
consultation with stakeholders. 
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1.4 Alignment with the District Development Model 

The District Development Model (DDM) is intended to promote joint and collaborative planning 
at district level by all three spheres of government. The objectives of this model include improving 
coordination, especially in planning and budgeting through the development of “One District, 
One Plan and One Budget”, building government capacity to support municipalities, strengthening 
monitoring and evaluation, balancing development between urban and rural areas, and improving 
oversight over budgets and projects through accountability and transparency.  

Regional support and invention plans developed under the Department’s Water Services 
Improvement Programme will be tabled in the relevant DDM structures for consultation and 
coordination with other initiatives. Progress against the plans will also be tabled in the DDM 
structures.  

 

  

  

Box 1: Ensuring financial sustainability and effectiveness over the longer-term through structuring reforms  

Too many municipalities lack the necessary management and technical skills to provide water and sanitation services 
effectively. In this context, further reforms may be required to increase the sustainability and functionality of the 
water and sanitation services sector in the longer-term. For example, questions have been asked as to whether the 
number of water services authorities (and/or providers) in the country is optimal to achieve economies of scale and 
make better use of scarce skills. Questions have also been asked as to whether better outcomes could be achieved 
if the water and sanitation service was managed by well-governed, professionally-managed utilities, rather than as 
departments within local government administrations.  

While these questions are not the central focus of the National Water Services Improvement Programme, the 
Department will explore options for deeper reforms to address the sector challenges in a sustainable way in parallel 
to implementing the Programme, in consultation with COGTA, National Treasury and other stakeholders. This 
work will draw on South Africa’s experience over the last 25 years as well as international experience, that suggests 
turnarounds in the performance of urban water and sanitation services take place where there is political support, 
leadership, managerial autonomy with accountability for performance, and competent and responsive management. 
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2 What do municipalities have to do? 
This section summarises the powers, duties and obligations of municipalities, and those of national 
government, in the provision of water and sanitation services. It answers the questions: 

• What are the legal duties of municipalities? 

• What are the compulsory minimum standards that need to be met? 

• What responsibilities do municipalities have to use resources efficiently and effectively? 

• What are national government’s responsibilities with respect to supporting and regulating 
municipalities? 

Editorial note: The text on legal requirements and minimum standards is taken verbatim from the legislation and 
gazetted regulations except where it is explicitly indicated that an interpretation or comment is being made. 

2.1 What does the law say? 

2.1.1 Core legal duties of municipalities 

The Constitution of the Republic of South Africa sets out the following duties of the state with 
respect to the provision of water and sanitation services that are highly relevant to this Framework: 

To progressively realise the right to access sufficient water: The state (including local 
government) must take reasonable legislative and other measures, within its available resources, to 
achieve the progressive realisation of the right to sufficient water (Section 27). 

To prioritise basic needs: A municipality must structure and manage its administration and 
budgeting and planning processes to give priority to the basic needs of the community (Section 
153).6 

To protect the environment: Everyone has the right to an environment that is not harmful to 
their health or well-being and to have the environment protected, for the benefit of present and 
future generations, through reasonable legislative and other measures that prevent pollution 
(Section 24). Interpretation: This means that the state, including municipalities, needs to provide 
sanitation services that are not harmful to health and well-being and that wastewater needs to be 
treated to a certain minimum standard to protect the environment. 

To make effective and efficient use of resources: The state, including municipalities, must 
promote the efficient, economic and effective use of resources (Section 195). 

The Water Services Act (Act No 108 of 1997) sets out more specific duties for Water Services 
Authorities. Water Services Authorities are municipalities with the designated function to ensure 
the provision of water and sanitation services in terms of the Municipal Structures Act (Act No 
32 of 2000). The municipalities that are responsible for the water services function are shown in 
Figure 4. 

 
6 Clause 153 (a) states (in full) “A municipality must (a) structure and manage its administration and budgeting and 
planning processes to give priority to the basic needs of the community, and to promote the social and economic 
development of the community.” 
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Figure 4: Municipalities responsible for provision of water services by type of municipality 

 
 

The core duty of the water services authority7 is that it must progressively ensure “efficient, 
affordable, economical and sustainable access to water and sanitation services (WSA, 
Section 11). 

To fulfil this duty, the municipality must prepare and implement a water services development 
plan, and report annually on implementation of the plan. No substantive deviation from plan is 
valid. (WSA Sections 12-18).8  

The municipality must further ensure that compulsory national standards are met (WSA, Section 
9) and may not apply tariffs that are substantially different from prescribed national norms and 
standards (WSA, Section 10). 

The Act makes an important distinction between the roles of a municipality as a water services 
authority and as a water services provider (see Box 2). A water services authority may perform the 
functions of a water services provider itself or may enter into a written contract with a water 
services provider; or form a joint venture with another water services institution (WSA Section 
19). When performing the functions of a water services provider, a water services authority must 
manage and account separately for those functions (Section 20).  

 
7 Referred to as a municipality in this document. 

8 The relevant Section 9 regulation state that “A water services authority must include a water services audit in its 
annual report on the implementation of its water services development plan required in terms of section 18(1) of the 
Act”. 
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The municipality must implement bylaws that include (1) standards of service, (2) payment and 
collection of money, (3) circumstances for limitation/disconnection of the service (WSA Section 
21) and must provide information when reasonably requested to do (WSA, Section 23). 

For ease of reading, Water Services Authorities are referred to as municipalities in this Framework. 

 

 

2.1.2 Compulsory minimum standards 

Access to a safe, reliable supply of water 

According to the current norms and standards, the municipality has a duty to progressively provide 
a basic service at the following minimum standard: a minimum quantity of potable water of 25 
litres per person per day or 6 kilolitres per household per month at a minimum flow rate of not 
less than 10 litres per minute; accessible within 200 metres of a household; and with an 
effectiveness such that no consumer is without a supply for more than seven full days in any year9. 
This standard is in the process of being revised to provide for household connections as 
the minimum standard. 

Access to basic sanitation 

The Municipality has a duty to progressively provide a basic sanitation service, that is, in terms of 
the current norms and standards, a toilet which is safe, reliable, environmentally sound, easy to 
keep clean, provides privacy and protection against the weather, is well ventilated, keeps smells to 
a minimum and prevents the entry and exit of flies and other disease-carrying pests10. This 
standard is also being revised to ensure the equitable provision of sanitation services, 

 
9 GNR509 8 June 2001: Regulations relating to compulsory national standards and measures to conserve water. 

10 GNR509 8 June 2001: Regulations relating to compulsory national standards and measures to conserve water. 

Box 2: The different role of water services authorities and water service providers 

The Water Services Act makes an important distinction between a water services authority and a water 
services provider. The key distinction is that a water services authority has the responsibility to ensure 
provision of water and sanitation services and to monitor the provision to ensure minimum standards are 
met, whereas the water services provider is the entity/organization providing the service.  

Municipalities that have been assigned the water services authority function have a choice to provide the 
service themselves (that is, to be the water services provider), or to contract this function out to another 
public or private entity, including another municipality, or a water board.  

When performing the functions of a water services provider, a water services authority must manage and 
account separately for those functions in terms of S20 of the Water Services Act.  

The Water Services Authority is also required to monitor the performance of water services providers, 
including itself, to ensure that the water services provider complies with minimum norms and standard and 
with the contract (if the water services provider is an external provider that has been contract) (Section 27) 

Most municipalities have chosen to provide the function themselves, that is to be both the water 
services authority as well as the water services provider. However, municipalities have generally not 
separated these two functions within the organization and have not managed and accounted 
separately for the function. Consequently, water services authorities have generally not ensured 
compliance with the minimum norms and standards by water services providers, as required by the 
legislation. 
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based on consideration of appropriate technologies for differing settlement conditions, 
considering factors such as population density, risks to groundwater pollution, 
sustainability, and economies of scale. 

Reliability of water supply 

The Municipality has a duty to ensure the reliability of the water supplied, at an effectiveness such 
that no consumer is without a supply for more than seven full days in any year and with water 
interruptions of less than 24 hours. Where interruptions are longer, an alternative source must be 
made available at 10 litres per person per day. (GNR509 8 June 2001: Regulations relating to 
compulsory national standards and measures to conserve water). The Municipality has a duty to 
register water treatment works and obtain the necessary permissions (permits/licence/ 
authorisations) in terms of Regulation 2834, and ensure appropriate skills are employed to operate 
the works. 

Quality of water supplied 

Municipalities have a duty to provide potable water (that is, water that is safe to drink.) 
Municipalities must sample and report on the quality of the water provided, compared to the SANS 
241 specification for drinking water. If water is deemed to be a health risk, the municipality must 
inform the Director-General of the Department of Water and Sanitation and the Head of 
Provincial Department of Health and inform customers on the reasons for the health risk, 
precautions to be taken and the timeframe to provide safe water. (GNR509 8 June 2001: 
Regulations relating to compulsory national standards and measures to conserve water.) 

Protecting the environment by treating wastewater 

The Municipality has a duty to register wastewater works and obtain the necessary permissions 
(permits/licence/authorisations) in terms of Regulation 2834, ensure appropriate skills are 
employed to operate the works (Regulation 2834), report on treated effluent quality (Water 
Services Act, Section 62) and comply with permissible water use and required actions to address 
pollution (National Water Act, Section 19 and 22). These regulatory requirements will be 
consolidated, updated and clarified.  

Maintaining an environment that is healthy  

Municipalities have a duty to maintain a safe environment (Constitution Section 24) by keeping 
sewerage in the piped sewer system, by maintaining sewer pipe network and sewer pumpstations, 
by responding and resolving sewer blocks and sewerage spills into streets and environment within 
a reasonable time period (48 hours) and by replacing/rehabilitating the pump stations and sewer 
network as appropriate. 

2.1.3 Responsibility to use resources effectively and efficiently 

Municipalities are required to obtain authorisations for the abstraction of water and to comply 
with these authorisations (National Water Act, Section 21). 

Municipalities must promote the efficient, economic and effective use of resources (Constitution: 
Section 195). There is a duty on all spheres of Government to ensure that water supply services 
and sanitation services are provided in a manner which is efficient, equitable and sustainable (Water 
Services Act). Municipal services must be provided in a manner that is conducive to the prudent, 
economic, efficient and effective use of available resources; be financially sustainable, and enable 
the improvement of standards of quality over time (Municipal Systems Act Section 73(2)). Water 
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is scarce and there is a duty to conserve water (National Water Act preamble and Water Services 
Act Section 11). Public money (in form of government grants) is limited and the resources of the 
municipality must be used effectively, efficiently and economically (MFMA Section 62). The 
implication of this is that businesses and residents need to pay for services provided (beyond a 
free basic service for the poor) to support the financial sustainability of the service (Municipal 
Systems Act Sections 1 and 4). 

Measurement and reporting requirements 

Metering. Water Service Authorities are required to fit a suitable water volume measuring device 
(water meter) or volume controlling device to every user connection. Meters must comply with 
the Trade Metrology Act No. 77 of 1973 (WSA Section 9 regulations #13).  

Measurement and reporting. Water Service Authorities are required to report11 on:  

• Quantity of water supplied and used (system input volume, and volume water used by 
sector – domestic, commercial, industrial) 

• Results of water balance (and maintain records of measurement and calculations) 

• Collected revenue versus costs 

(WSA Section 9 regulations #1, 10, 11) 

Reducing non-revenue water. Municipalities must take steps to reduce unaccounted-for water 
(Section 9 regulation #11). 

MFMA reporting requirements 

Municipalities have extensive financial reporting requirements in terms of the MFMA, including 
the following:  

• Reporting on gross and net water debtors in the Annual Financial Statements 

• Reporting on non-financial indicators in terms of MFMA Circular 88 (2017)  

• Accounting separately for water and wastewater services in terms of the National Treasury 
mSCOA reforms 

• Reporting on non-revenue water and water losses (MFMA Circular 115, March 2022). 

MFMA reporting  

MFMA Circular 115 Reporting on non-revenue water and water losses: 

“It has been observed recently in various platforms where municipalities engage with treasuries 
and the sector deportments that there is no uniformity in reporting water and electricity losses. 
These are material items and need to be disclosed in planning, budgeting, reporting and in the 
annual report and Annual Financial Statements in uniform ways in order to track performance. In 
order to ensure consistency of reporting, the following information must be provided: 

• System input volume (water) (kl) 

 
11 The regulations state that “A water services authority must include a water services audit in its annual report on the 
implementation of its water services development plan required in terms of section 18(1) of the Act”, including the 
items listed. 
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• Water Billings (sum of accounts issued) – volume in kl and rand value 

• Free basic water allowance (not included in billings) - volume in kl and rand value 

• Physical water losses (estimated): volume in kl and Rand value 

• Water revenue collected (Rand value)” 

MFMA Circular 71:  

“This Circular aims to bring consistency in interpretation and application of certain financial 
information using standardised financial ratios”. These include: 

• Grant dependency 

• Net surplus/deficit water 

• Net surplus/ deficit sanitation waste water 

2.1.4 Responsibilities of managers within municipalities 

A key role of managers is to make effective use of available resources to achieve defined goals 
whilst complying with relevant legislation. In terms of the Municipal Financial Management Act 
(Section 78), the municipal manager, as accounting officer, and senior managers in the 
municipality, have a responsibility to take all reasonable steps within their areas of responsibility 
to ensure, inter alia, the following: (with reference to municipal responsibility for water services): 

• that resources for the purposes of the provision of water services are used effectively, 
efficiently, economically and transparently;  

• that all water and sanitation revenue that is due to the municipality is collected, and, 

• ensure that water and sanitation assets of the municipality are managed effectively and that 
assets are safeguarded and maintained to the extent necessary. 

In terms of the Engineering Profession Act and the related Code of Conduct for Registered 
Persons12, registered engineering professionals must adhere to the Code of Conduct, including 
only undertaking work within their competency and experience, discharging their duties with 
integrity, not engaging in acts of dishonesty, corruption or bribery, disclosing interests, avoiding 
conflicts of interest, must at all times have due regard for and give priority to the health, safety and 
interest of the public, and uphold the dignity, standing and reputation of the profession.  

2.2 How will the Department clarify and improve the legal requirements? 

The norms and standards are in the process of being revised. The following improvements to the 
minimum standards will be considered in the process: 

1. Revision to definition of a minimum basic water supply; 

2. Clearer and more equitable definition of a minimum basic sanitation facilities and services, 
based on considerations of population density, groundwater pollution risks and economies 
of scale; 

 
12 Government Gazette, 40691, March 2017 
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3. Clearer and practical operational definitions for measurement and reporting on the 
reliability of water supply and distribution;  

4. Strengthened water quality regulations, including minimum qualification and experience 
requirements for technical and managerial staff at water and waste-water treatment works; 

5. Streamlining wastewater treatment regulations into a single, practical and clear set of 
requirements;  

6. Incorporation of Blue, Green and no Drop reporting and auditing requirements, including 
streamlining of processes (and reporting and auditing requirements, possibly with a 
differentiated approach between categories of municipalities based on size and complexity 
of the system) and possibly increasing frequency of public reporting and reducing costs of 
audits; 

7. Clearer requirements for managing and accounting separately for water and sanitation 
service and separate accounts for the authority and provider revenue and expenditure; 

8. Single set of reporting requirements that are essential and not onerous. 

9. Minimum competency requirements for senior water services managers, including 
qualifications and experience requirements, will be established and gazetted as soon as is 
practically possible. 

 

2.3 Summary actions and timelines 

Action Target date 

Norms and standards regulations in terms of Section 9 of the Water Services Act 
(technical norms and standards): revised and gazette for implementation 

January 2023 

Norms and standards regulations in terms of Section 10 of the Water Services Act (tariffs): 
revised and gazetted for implementation 

March 2023 

Regulation related to process controllers and classification of works in terms of Section 
9 of the Water Services Act: revised and gazetted for implementation 

September 2022 

Minimum competency regulations for water services authorities and water services 
providers gazetted for implementation. 

June 2023 

 

 

Box 3: Process to update norms and standards regulations 

The regulations related to process controllers and classification of works is in final draft and the 
Department is finalising the socio-economic impact assessment (SEIAS).  

The compulsory norms and standards (Section 9 regulations) 
New regulations were published in 2017 for comment but not finalised. In terms of section 71(1) of 
the Water Services Act, the Minister must publish the draft regulations in the Gazette for public 
comment. Prior to publication it needs to be reviewed by Legal Services and vetted by the State Law 
Advisor. Thereafter it is submitted to Minister together with the SEIAS and published for public 
comment. Once the comment period closes the regulations will be updated in consultation with line 
function and legal services. If changed substantially, the regulations have to go back to the State Law 
Advisor. 
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3  How will we know if municipalities are complying with the law?  
The Department will create and publish a single national regulatory dashboard showing the extent 
of compliance by municipalities with legal requirements and minimum standards. Professional 
economic regulation capacity will be developed to better understand the relationships and trade-
offs between standards, costs, tariffs and financial sustainability, and to inform appropriate 
responses to improve efficiencies and financial sustainability in the sector. Financial transparency 
will be improved because this is an essential requirement for economic regulation. 

3.1 National regulatory dashboard 

A single national regulatory dashboard will be established to monitor municipal compliance 
with legislative obligations and essential and minimum norms and standards. 

The dashboard will use and build on the existing information system within the Department, the 
Integrated Regulatory Information System (IRIS). The dashboard will be compiled making use of 
available monitoring and reporting processes wherever practical including, for example, Blue 
Drop, Green Drop and no Drop, the Regulatory Performance Measurement System and MFMA 
Circular 88.  

The dashboard will be published annually and will provide information on the compliance and 
performance of all municipalities allocated responsibility for water services and will incorporate 
the following features: 

• Use of a traffic light system indicating breach of legislative duties and legislated minimum 
standards at the following levels: 

o Material breach 

o Serious breach 

o Serious and persistent breach 

• Actual numbers and indicators reported annually 

• Data presented together with an appropriate benchmark 

• An indicator of the quality and reliability of the data is included 

• A trend indicator to be included (stable, positive, negative) 

• A 10-year perspective (data and trends) to understand the health of the municipal water 
and sanitation business over time, wherever practical, including non-revenue water, cash 
collections and overall efficiency indicators 

• Comparative data (across categories of municipalities) 

• Reporting on compliance, material non-compliance as well as serious and persistent 
material non-compliance. 

The dashboard will be implemented strategically in the following way: 
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• Focus first on getting a minimum set of updated data for all municipalities, for key 
dimensions of compliance and performance (see Table 2) in terms of the requirements of 
s82(1)(e) and (f) of the Water Services Act;13 

• Work on improving the quality of data incrementally, paying attention to the most critical 
areas first, where most value can be obtained for a given level of effort; and 

• Introduce self-auditing requirements together with strong disincentives for failure to 
report, or for reporting misleading and inaccurate data, with selective audits by the 
Department. 

A list of essential water services performance indicators is set out in Annexure 1. These will be 
reviewed.  

3.2 Economic regulation  

Economic regulation can and should play a valuable role in improving water services (see Box 4). 
In particular, there is a need for methodologically sound, robust and transparent processes for 
reviewing and setting prices/tariffs in relation to defined service standards, understanding the 
trade-off between costs and minimum standards. 

The Department will engage with National Treasury and other stakeholders on how best to 
strengthen the economic regulation function for the water sector as discussed in Section 1. 

 

3.3 Financial transparency 

Financial transparency is an essential requirement for effective economic regulation. The Water 
Services Act states that municipalities “must manage and account separately for the function where 
it provides the services itself”. The municipal standard chart of accounts (mSCOA) accounting 
reforms introduced by National Treasury enable the accounting for services in this way, but this 
is not yet fully implemented by municipalities. National Treasury has created the ability to report 
on the finances of individual trading services using the data reported by municipalities in terms of 
the mSCOA reforms.  

 
13 The Blue Drop and Green Drop initiatives were based upon Section 82(1) e & f. Municipalities responded well to 
this requirement and hence the department has 100% audit coverage in these programmes. The information required 
from municipalities will be mandatory in terms of these clauses in the legislation. 

Box 4: The value of economic regulation in the water services sector 

Well-governed and professional-managed economic regulation can play several valuable roles in 
the sector: 

1. Increasing transparency and robustness in the process of setting prices; 

2. Making trade-offs between service standards and prices explicit; 

3. Creating incentives for capital and operating cost efficiencies; 

4. Increasing transparency of sector performance (financial and technical); and, 

5. Creating conditions for the use of commercial financing. 
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While this provides an important basis for financial transparency, the sector has not yet achieved 
regular, public reporting on financial performance of the municipal water sector business. As 
discussed earlier, there also needs to be an organizational separation between the water service 
authority and provider functions within a municipality (see Section 2.2.1).  

The Department will engage with National Treasury to get agreement on getting annual financial 
statements (income statement, balance sheet and cash flow) published each year for all water 
services authorities and water services providers, in a way that is accessible.  

The Department will also engage with National Treasury on ways to ensure that, where 
appropriate, depreciation charges translate into the availability of funds for the rehabilitation and 
replacement of existing assets through, for example, creation of an asset replacement reserve.14  

The Department will work with National Treasury to develop and implement an incremental 
approach that could include the following steps: develop and agree on an income statement 
format; pilot approach in a few municipalities and then roll out incrementally to all water services 
providers. 

3.4 Summary actions and timelines 

Action Target date 

Single national regulatory dashboard for water services developed and published 
annually. 

August 2022 

Agreement with National Treasury on form of economic regulation for water services 
and timeline for improvement of regulatory capacity. 

March 2023 

Agreement with National Treasury on measures to improve financial transparency 
including annual financial statements for water services providers and cash-backed 
depreciation. 

June 2023 

 

  

 
14 Depreciation charges must be funded from operational funds such as service charges water for water management 
purposes. When deprecation is funded, it will assist the municipalities to accumulate sufficient surpluses that must be 
transferred to cash backed reserves. Depreciation is the method to provide for the replacement of the assets. 22/23 
Municipal Budget Circular. 
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4 When and how will the Department intervene? 
This section sets out a framework that will guide the Department on when and how the Department 
will provide support and undertake regulatory interventions. The framework makes use of the 
provisions in the Constitution, the National Water Act and the Water Services Act, as well as the 
National Disaster Management Act. These provisions are combined into a single framework that 
provides for a graduated response, with interventions that escalate depending on the seriousness 
of the breach in a municipality’s obligations. The key legal provisions are set out in Section 4.1. 
The framework is summarised in Section 4.2 and elaborated in the sections that follow. 

A note of caution: The framework proposes circumstances in which the Minister may assume 
responsibility for water services for a defined period. This is a serious undertaking that places 
onerous obligations on the Minister. This provision will only be used as a last resort and with clear 
goals for what must be achieved in the intervention and how and when the Minister will exit from 
the intervention, at the same time as protecting the sustainability of improvements achieved during 
the intervention.15  

4.1 What does the law say? 

4.1.1 Constitutional duty to intervene 

The Constitution says that the national government and provincial governments, by legislative and 
other measures, “must support and strengthen the capacity of municipalities to manage their own 
affairs, to exercise their powers and to perform their functions” (Constitution, Section 154).16 

However, national and provincial government also have the power and duty to intervene.  

In terms of section 139 (1) of the Constitution, provincial government may intervene where a 
“municipality cannot or does not fulfil an executive obligation17 in terms of the Constitution or 
legislation” by: 

• issuing a directive,  

• assuming responsibility for the relevant obligation to the extent necessary to maintain (or 
meet) essential national standards for the rendering of a service, or  

• dissolving the Municipal Council and appointing an administrator. 

In terms of Section 139(5), provincial government must intervene where “a municipality, as a 
result of a crisis in its financial affairs, is in serious or persistent material breach of its 
obligations to provide basic services or to meet its financial commitments, or admits that it is 
unable to meet its obligations or financial commitments” and 

• impose a recovery plan aimed at securing the municipality's ability to meet its obligations 
to provide basic services or its financial commitments, and 

 
15 It is sobering to note that previous interventions have not, in most cases, led to a sustainable turnaround of water 
services provision in the municipality concerned. 
16 The full clause states: “The national government and provincial governments, by legislative and other measures, 
must support and strengthen the capacity of municipalities to manage their own affairs, to exercise their powers and 
to perform their function.” (Section 154(1)) 

17 The interpretation of the meaning of ‘executive obligation’ has been contested in court. 
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• dissolve the municipal council if the municipality cannot or does not approve legislative 
measures, or  

• assume responsibility for the implementation of the recovery plan to the extent that the 
municipality cannot or does not otherwise implement the recovery plan. 

And in terms of Section 139(7), national government must intervene “if a provincial 
executive cannot or does not adequately exercise the powers or perform the functions referred 
to in subsection (5)”. 

4.1.2 The duty and powers of the Minister with respect to the National Water Act 

Municipalities are required to obtain authorisation for the abstraction of water, and are required 
to comply with the conditions of such authorisations as provided for in the National Water Act 
s22. 

Where a municipality fails to meet required standards in the treatment of wastewater (or in other 
ways fails to control the pollution of a water resource as set out in Section 19(2) of the National 
Water Act, the Catchment Management Agency (or the Minister where there is no Catchment 
Management Agency) has the power to: 

• Direct a municipality to take measures to address the identified problem (s19(3)); 

• Take the measures it considers necessary to remedy the situation itself (where the 
municipality fails to comply or comply adequately with the directive) (s19(4); 

• May recover all costs incurred as a result of it acting under subsection 4 (S19(5); and, 

• The costs claimed under subsection (5) must be reasonable and may include without being 
limited to labour, administrative and overhead costs. 

4.1.3 The duty and powers of the Minister with respect to the Water Services Act 

In terms of the Water Services Act, the Minister of Water and Sanitation has the following duties, 
powers and responsibilities: 

• The Minister must monitor municipalities to ensure compliance with standards (s62); 

• If a water services authority has not effectively performed any function18 imposed on 
it by or under the Act, the Minister may request the relevant Province to intervene in 
terms of s139 of Constitution (Water Services Act s63(1)); 

• If within a reasonable time after the request, the Province has unjustifiably failed to 
intervene; or has intervened but has failed to do so effectively, the Minister may assume 
responsibility for that function to the extent necessary to maintain essential 
national standards (s63(2)); 

• The Minister must notify the Council of Provinces, who must approve of the intervention 
(s63(3)); 

 
18 The Minister does not have to intervene for the entire water services function if not so required. Section 63 allows 
the minister to intervene in a part of the water service. For example, if wastewater is problematic then the intervention 
will be limited to wastewater. 
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• If the Minister assumes the provincial responsibility for a function, the Minister may 
issue a directive to the municipality to perform the function effectively (s63(4)); 

• If the municipality fails to comply with the directive, the Minister may intervene by: 

o Taking appropriate steps to facilitate performance (that is, provide support) 
including giving financial, managerial and technical advice and assistance 
(s63(5)(a)); or 

o Take responsibility for the function (s63(5)(b)). 

• When taking responsibility for the function, the Minister may: 

o Exercise all the powers and carry out all the duties relating to that function 
(s63(5)(b)) and the WSA may not exercise these powers (s63(5)(c)); 

o Utilise all financial and other resources available to that WSA relating to that 
function s63(5)(d)); and 

o Appoint a water services institution to perform that function, s63(5)(e) 

• May provide water services in emergency situations (s73(e)).19 

4.2 When and how will the Department intervene? (Categories of intervention) 

The Minister of Water and Sanitation can and will intervene under three main circumstances: 

1. Where municipalities fail to comply with the National Water Act, and specifically: 

o fail to obtain an authorisation for water use or fail to comply with the 
conditions of the authorisation (Water use refers to both abstraction and 
discharge in terms of Section 21(a) and 21(f).); or, 

o pollute a water resource due to non-compliance with Section 19 of the National 
Water Act by failing take action to address the pollution of a watercourse, surface 
water, estuary or aquifer; 

2. Where municipalities are in material breach of their obligations in terms of the Water 
Services Act, where a distinction will be made between: 

o A material breach; 

o A serious material breach; 

o A serious and persistent material breach; and 

3. Where individuals, and particularly municipal accounting officers and senior 
managers who are responsible for, or influence, water and sanitation services, are 
negligent or have committed an offence in terms of relevant legislation.  

The nature of the intervention, and process to be followed, will depend on the nature and serious 
of the failure. 

The interventions in this programme are grouped into five categories as shown in Table 1. 

 
19 This could also involve Section 73(f) and the establishment of a water services committee, as discussion in Section 
6. 
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Table 1: Categories of intervention 

Category  
and nature of the breach 

 Essential elements of intervention 

Contravention of the National Water Act 

1a Failure of a municipality 
to obtain authorisation for 
abstraction or discharge, 
or failure to comply with 
authorisation  

In terms of the Sections 19, 20, 53 or 118 of the National 
Water Act: 

• Issue directive to municipality to obtain abstraction 
authorisation or to comply with the conditions of the 
authorisation.20  

• Issue directive to municipality to obtain discharge 
authorisation or to comply with the conditions of the 
authorisation. 21 

• Institute legal proceedings.22 

 
1b 

Pollution of waterways by 
a municipality in terms of 
the National Water Act 
S19, 53 
 

• Issue directive to municipality to take corrective 
action. 

• Take corrective action directly and recover cost. 

• Take over function for a defined period in case of 
serious and persistent material breach (see Category 4). 

Failure to fulfil an obligation set out in the Water Services Act or to meet regulated 
minimum national norms and standards 

2 Material breach of  
Water Services Act 
obligations 

• Issue directive.  

• Require the municipality to develop, implement and 
report on a strategy and plan to remedy the breach. 

• Offer support to implement the plan. 

 
20 Where abstraction occurs in excess of the authorisation limits then Section 82(1)(a) could apply. The Minister will 
then have to issue an official notice to instruct the authority to stop the wasteful use of water (or to apply for a water 
use authorisation amendment where justified). 

21 In the case of Discharge (Section 21(f); discharging without authorisation means that the authority is not allowed 
to operate the waterworks from where the effluent emanates. This means Section 151(a) applies, but in this case one 
could argue that the Minister may take over the service for a defined period, leading to unauthorised use since the 
authority is not legally permitted to operate or to discharge. 
22 If a WSA abstract or discharge without authorisation, it means that the authority is not entitled to the Section 21 
water use which will impact on the related water service. In the case of Abstraction (Section 21(a) use), it will imply 
that the municipality is guilty of an offence in terms of Section 151(a). Therefore, the legal consequence of Section 
151(2) must apply. 
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Category  
and nature of the breach 

 Essential elements of intervention 

3 Serious material breach of  
Water Services Act 
obligations 

• (Category 2 response optional) 

• Impose a recovery plan (and offer associated 
support) 

4 Serious & persistent 
material breach of Water 
Services Act obligations 

• (Category 2 and 3 responses optional) 

• Take over the function for a defined period. 

Negligence and criminality on the part of individuals 

5a Criminality or negligence • Notify the Municipality of the offence. 

• Consult with Minister of Cooperative Governance and 
the MEC for Local Government on adjustment of 
division of functions and powers between district and 
local municipalities. 

• Lay criminal charges against individuals. 

5b Breach of professional 
code of conduct 

• Refer individual to the Engineering Council of South 
Africa to institute proceedings related to improper 
conduct. 

 

The detailed intervention processes are described in the following sections. 

4.3 Contraventions of the National Water Act (Category 1 interventions) 

4.3.1 Pollution of the environment 

In terms of Section 19 and 21 of the National Water Act, municipalities need to ensure that: 

1. All wastewater treatment works are authorised to discharge waste or water containing 
waste in terms of Section 21 (f); 

2. That effluent quality complies with the authorised standards (Section 19); and 

3. That all sewage is conveyed to the wastewater treatment facility; with no sewage spillages 
occurring.  

Regulatory actions undertaken in terms of Sections 19 and Section 53 of the National Water Act 
will be intensified. Where municipalities fail to meet these obligations, the Minister will intervene 
in the following ways: 

• Directives: Catchment management agencies (or the Department of Water and Sanitation 
in cases where there is no catchment management agency or the function has not been 
delegated) will issue directives in terms of the National Water Act. The focus of the 
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directives will be on restoring functionality of existing wastewater collection and treatment 
infrastructure within the shortest possible timeframe. 

• Monitoring compliance with directives.  

o The Green Drop 2022 report will be used to identify critical areas of concern and 
will serve as a baseline for the measurement of the efficacy of corrective actions.  

o The Very Rough Order of Measurement (VROOM) reported in the Green Drop 
will be used as a guide for estimating the cost required to restore the wastewater 
systems to functionality and compliance. 

o Municipalities responsible for the management of critical wastewater systems23 will be 
required to submit existing technical plans and progress reports for restoration or 
upgrades of identified critical wastewater systems. This will be subjected to a 
technical assessment to identify those where insufficient progress has been made. 

o The Regulator (currently the Department) will prioritise monitoring and 
interventions where responses to directives or non-compliance notices are 
inadequate.  

• Corrective actions. The Minister may carry out any works and take any other action 
necessary to rectify the contravention in terms of Section 53(2) of the National Water Act. 

o Capacity to implement remedial action. The capacity for the Section 53 
remedial action will be sourced through competent water boards, the Department’s 
Construction unit, municipal-owned entities, other partnerships or the private 
sector. The cost of this intervention will be benchmarked by the Department and 
reported to National Treasury to comply with the requirement for the cost of 
remedial action to be reasonable.  

o Recovery of costs for remedial action. Section 53(2) allows for the costs of the 
remedial action to be recovered from the responsible water services authority. 
However, it may be ineffective to complete the intervention at cost and claim back 
the funds as per the letter of the law even though Section 53(2)b allows the 
Department to seek appropriate relief from a competent Court. In the spirit of 
cooperative governance, the Minister will request the Council to sign an agreement 
with the Department and secure future water services revenue in support of this 
contractual liability, as provided for in S48 of the MFMA. If Council does not agree 
to this approach the Minister will engage with National Treasury with the objective 
to obtain concurrence to reschedule appropriate conditional grants (for example, 
the Water Services Infrastructure Grant or Municipal Infrastructure Grant) as 
indirect, schedule 6B grants, for the purpose of executing the remedial action.  

• Take over function for a defined period. The continued responsibility for the 
management, operations and maintenance of municipal wastewater management systems 
will also be subjected to regulatory review. Repetitive failure and continuous decline in 
wastewater services management, might trigger medium to long term intervention to 
ensure sustainable improvement in services. 

 
23 A critical wastewater system is defined as a system with a Green Drop score of less than 31%. 
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4.3.2 Water use not authorised 

In terms of Sections 20, 21 and 53 of the National Water Act, municipalities need to ensure that 
water use is authorized and that the municipality complies with the conditions of authorization. 

Regulatory actions undertaken in terms of Section 53 of the National Water Act will be intensified. 
Where Municipalities fail to meet these obligations, The Minister will intervene in the following 
way: 

• Directives: The Minister will issue directives in terms of the National Water Act. The 
focus of the directives will be on ensuring water use is authorised and that abstraction is 
within the authorised limit.  

• Amnesty: The Minister may provide for an amnesty period for all unauthorized systems 
to get authorized.  

• Failure to obtain authorisation within the required period will result in actions in terms 
of Section 151(2) of the National Water Act. 

4.4 Breach of Water Services Act obligations (Category 2, 3 and 4 interventions) 

4.4.1 Material breach (Category 2 interventions) 

A material breach refers to any breach in the duties and obligations of a water services authority 
in terms of Chapter 3 of the Water Services Act that is deemed to be material by the Minister. The 
Minister will act on material breaches as defined set out in Table 2 below. 

Table 2: Material and serious material breach of the Water Services Act (Category 2 and 3 interventions) 

Duty/obligation Material breach of minimum norms and 
standards and legal requirements in terms of the 
Water Services Act  

Serious material breach 

Provide access to 
basic water supply 

More than 10% of population does not have 
access to at least a basic water supply service as 
defined by the national norms and standards 

20% 

Provide a basic 
sanitation service 

More than 10% of population does not have 
access to at least basic sanitation as defined by 
the national norms and standards  

20% 

Ensure safe drinking 
water 

A suitable system to sample, test and report on 
drinking water quality is not in place. 

Water is not safe to drink and the water 
services authority has not notified the 
community and the Minister, and has not put 
in place appropriate remedial actions within a 
reasonable timeframe. (Water Services Act s9) 

A serious water quality incident 
in which the health and lives of a 
community or communities are 
threatened and where the 
capacity of the water services 
authority to respond adequately 
is in doubt. 

Ensure reliability of 
water supply 

Any customer experiences a lack of water 
supply for more than 7 days in a year. (Water 
Services Act s9) 

Water supply is unreliable, as 
measured by a Water Reliability 
Index (to be developed). 
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Duty/obligation Material breach of minimum norms and 
standards and legal requirements in terms of the 
Water Services Act  

Serious material breach 

Comply with 
wastewater treatment 
standards 

See Section 4.4 (Pollution of the environment 
in terms of the National Water Act, Section 21). 

Green Drop Score < 31% or 
continued non-compliance with 
authorised discharge limits. 

Make efficient use of 
resources 

Non-revenue water is above 30% and is not 
reducing each year (a practical plan to reduce 
non-revenue water is not in place or not being 
implemented effectively) 

Cash collection efficiency is below 80% and is 
not increasing each year (a practical plan to 
increase cash collections is not in place or not 
being implemented effectively) 

 
Above 50%. 

 
 

Below 70%. 

Ensure effective 
management of water 
distribution network 

To be developed. To be developed. 

Ensure effective 
management of the 
sewer network and 
sewer pumpstations 

To be developed. To be developed. 

Ensure financial 
sustainability 

Debtor days net of provisions is above 180 
days. 

To be developed. 

Meet financial 
commitments 

Creditor days is above 90 days (Water Boards 
or WTE) 

To be developed. 

Water services 
development plan 

Water Services Development plan is not 
current; 

Implementation deviates substantively from the 
plan without good reason; or 

Annual audit reports do not contain the 
required information. 

Failure to develop or adequately 
implement the remedial strategy 
required in the Category 2 
intervention. 

Minimum 
competencies 

Staff with the minimum competencies to 
oversee and manage water services are not in 
place. (To be developed.) 

To be developed 

Failure to provide 
information 

Failure to provide information in terms of 
Section 82 of the Water Services Act. 
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Process to be followed in cases of material breach 

The Minister notifies the municipality of the breach in its obligations in terms of the Water Services 
Act and instructs the municipality to prepare and adopt a new water services development plan. 

The municipality must develop and implement a strategy to remedy the material breach in its 
obligations to provide basic services and meet minimum national standards.  

This remedial strategy must: 

1. Be developed within a specified period (depending on nature and extent of breach); 

2. Show how the material breach will be remedied and over what timeframe; 

3. Have goals & actions that are specific, measurable, achievable, relevant, and timebound; 

4. Show how the necessary capability to implement the strategy will be arranged; 

5. Have a funded budget for implementation, appropriate to the actions and goals; 

6. Be included as part of the water services development plan in terms of the Water 
Services Act Section 16. 

7. Be approved by Council within the period prescribed, and consulted with the MEC Local 
Government in terms of Water Services Act Section 16; and, 

8. Have progress on implementation reported to the Minister at least every 12 months, and 
in terms of the Water Services Act Section 18. 

The Minister may offer financial, managerial and technical support to the municipality to assess 
the required strategy, to address any funding gaps or to update the water services development 
plan in terms of the Water Services Act s63 and s64. 

If the plan is not implemented, or implemented inadequately, the Minister shall initiate 
consultation with the Minister of Cooperative Governance and MEC for Local Government in 
terms of Section 139 (7) of the Constitution and the Water Services Act Section 63(1-2) and may 
initiate a Category 3 intervention. 
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4.4.2 Serious material breach of Water Services Act obligations (Category 3 intervention) 

A serious material breach refers to multiple and/or more serious material breaches in the duties 
and obligations of a water services authority that are deemed to be serious by the Minister, as 
informed by the definition of material and serious breaches as defined and set out in Table 2. 

The essential difference between a material and serious material breach lies in the impact of the 
breach and in the nature of the response. In the case of a serious material breach, the Minister may 
impose a recovery plan on the municipality rather than requiring the municipality to develop its 
own plan. This initiates Sections 139 of the Constitution and requires that the Minister of 
Cooperative Governance and MEC for Local Government be consulted and notified. (A material 
breach that is not serious does not invoke Section 139 of the Constitution.) 

Process to be following in cases of a serious material breach (Category 3 intervention) 

1. The Minister notifies the municipality of a serious material breach of obligations in term of 
the Constitution and the Water Services Act (See Table 2). 

2. The Minister initiates consultation with Minister of Cooperative Governance and MEC for 
Local Government in term of Section 139 (7) of the Constitution and Section 63(1-2) of the 
Water Services Act. 

3. The Minister issues a directive to the municipality to perform the function effectively in terms 
of Section 139(1)(a) of the Constitution. 

4. The Minister offers financial, managerial and technical advice and assistance to municipality in 
terms of Section 63(5)(a) of the Water Services Act. 

5. The Minister imposes a recovery plan aimed at securing the municipality’s ability to meet 
its obligations in terms of Section 139(5)(a) of the Constitution. 

Box 5: The water services development plan, a key instrument to attain sector objectives 

The water services development plan sets out how a municipality will invest, maintain and 
operate its water services infrastructure, using available resources, to provide water and 
sanitation systems sustainable while meeting all statutory obligations, over the next five years 
and beyond.  

The plan is legally required, and municipalities may not substantively deviate from this plan. A 
poor plan will set up a municipality for failure. A good plan is a pre-requisite for success. 
However, having a plan is not a sufficient condition for success. The plan must also be 
implemented effectively. 

The Department will work with municipalities to improve the effectiveness of these plans. 
These plans need to be both strategic and pragmatic, and owned by the municipalities 
themselves. The 80:20 principle applies to these plans. It is better to have a ‘good enough’ plan 
that guides the municipality in making good choices in how it allocates and spends its money 
that a sophisticated plan that is not matched to the capability of the municipality to implement. 

The Water Services Development Plan, as part of the Integrated Development Plan of the 
municipality, will form the basis to align conditional grant allocations towards water services. 
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6. If the municipality cannot or does not implement the recovery plan, or fails to implement the 
plan adequately, the Minister must assume responsibility for the implementation of the 
recovery plan in terms of Section 139(5)(c) of the Constitution (Category 4 intervention) 

7. The Minister notifies the municipality and assumes responsibility for the water services 
function in terms of Section 63(5)(b) of the Water Services Act, and exercise his/her powers 
in terms of section 73(f) (Category 4 intervention). 

8. The Minister tables a notice in the National Council of Provinces. 

The recovery plan must meet the same criteria established for a remedial strategy. 

4.4.3 Serious and persistent material breach (Category 4 intervention) 

Where a serious material breach persists, or in cases of an emergency, or to prevent an emergency, 
the Minister may take over the function for a defined period in terms of the process set out 
below. This process will apply when a municipality has been through a Category 3 intervention 
(serious material breach), but the problem persists, or in cases where a serious and persistent 
material breach threatens lives and health of residents, or in cases of emergency, or prevention of 
an emergency, to protect health and to save lives. The following process will be followed: 

1. The Minister initiates consultation with Minister of Cooperative Governance and MEC for 
Local Government in term of Section 139 (7) of the Constitution, Section 73(e) of the Water 
Services Act and/or Section 40(2) of the National Disaster Management Act. 

2. The Minister assumes responsibility for the implementation of the recovery plan in terms 
Section 139(5)(c) of the Constitution and as per the power of the Minister in the case of an 
emergency in terms of Section 73(e) of the Water Services Act, and/or to prevent or address 
a disaster situation as per the Disaster Management Act. 

3. The Minister notifies the municipality and assumes responsibility for the water services 
function in terms of the Water Services Act s63(5)(b) and exercise his/her powers in terms of 
Section 73(f) of the Water services Act. 

4. The Minister tables a notice in the National Council of Provinces. 

This is a serious undertaking and will only be used as a last resort. Each Category 4 intervention 
will: 

• Have clear time-bound goals for what is to be achieved through the intervention; 

• Have goals & actions that are specific, measurable, achievable, relevant, and timebound; 

• Show how the necessary capability to implement the recovery plan will be arranged; 

• Have a funded budget for implementation, appropriate to the actions and goals; and, 

• Have an exit strategy, with a time-line, that also includes a plan for how any improvements 
achieved during the intervention will be protected and sustained. 

4.5 Criminality and negligence on the part of individuals (Category 5 interventions) 

The Water Services Act Section 82 classifies offences in relation to water services for which both 
the employer and employees of the water services authority and water services provider, are liable 
on conviction to a fine, imprisonment or both. 
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Similarly, the National Water Act classifies offences, including the failing to comply with a directive 
issued by the Minister, under Sections 19, 20, 53 and 119 of the Act.  

The Municipal Finance Management Act Section 63(1)(a) requires that the Accounting Officer is 
responsible for the management of the assets of the municipality including the safeguarding and 
maintenance of those assets and Section 78(e) requires that senior managers of municipalities 
ensure that the assets and liabilities of the municipality are managed effectively and that assets are 
safeguarded and maintained to the extent necessary. Section 171 of the Municipal Finance 
Management Act provides for cases of financial mismanagement to be instated against the 
Accounting Office, Chief Financial Officer and the senior managers. Financial mismanagement 
processes are regulated in terms of Municipal Regulations on Financial Misconduct Procedures 
and Criminal Proceedings were promulgated May 2014 to complement the Local Government: 
Municipal Systems Act, 2000. 

4.6 Implementing interventions 

Support and interventions undertaken by the Minister and Department of Water and 
Sanitation will be implemented in terms of this framework with immediate effect and 
within the existing policy, regulatory and legislative environment.  

Existing processes within the Department will be aligned to this over-arching framework to 
improve the overall effectiveness of support and interventions, and to ensure effective 
prioritization of resources and sequencing of actions. Regional offices will play a key role (see 
Section 5). 

The necessary capacity to effectively support and intervention will be developed, together with 
mechanisms to fund and finance support and interventions (see Sections 6 and 7). 

In parallel to this, other necessary actions will be undertaken to improve the medium and long- 
term outcomes and financial sustainability of the sector (see Section 1.4).  

4.7 Summary actions and timelines 

Action Target date 

Develop and agree on definitions for material and serious breach (Table 2). June 2022 

Develop templates and guidelines for remedial strategies, recovery plans and Category 4 
interventions. 

July 2022 
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5 The role of the Department’s regional offices  
The National Department of Water and Sanitation’s regional offices will play a key role in the 
National Water Services Improvement programme as follows: 

• Monitor performance of water service authorities in their region (making use of the 
national regulatory dashboard); 

• Identity where support is needed and the nature of the support, and where further 
interventions are needed, and the nature of the intervention;  

• Define specific actions to support and intervene, in response to the identified needs, for 
municipalities in the province; 

• Develop a Regional Support and Interventions Plan; 

• Consult on the Plan with the Provincial government, affected municipalities and District 
Development Model structures; 

• Obtain any necessary approvals and support for the implementation of the plan, 
particularly in relation to Category 3 and 4 interventions defined in Section 4; 

• Lead and coordinate the implementation of the plan, as a rolling plan, updating and 
adjusting the plan as appropriate, and finding solutions to implementation challenges, 
making use of national and other available support and capacity; and, 

• Report on progress and challenges to the Department of Water and Sanitation head-office 
and the District Development Model structures. 

These tasks are elaborated in the sections that follow. 

5.1 Monitoring compliance and performance 

Each regional office will make use of the national regulatory dashboard and monitor the 
compliance of water service authorities with legislated obligations and the performance of water 
services providers in their region.  

The regional office will work with municipalities to complete the dashboard where it is incomplete 
and verify the data where necessary and appropriate. 

5.2 Developing regional support and intervention plans 

5.2.1 Identifying support and intervention needs and actions 

The regional office will identify support and intervention needs, based on the regulatory 
dashboard. The data in the dashboard will be supplemented with engagements with water service 
authorities and providers and any relevant strategies and plans developed by water service 
authorities.  

This information will be summarised in the format shown in Figure 5. 
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Figure 5: Summary of compliance, and identified support and intervention needs (sample) 

 

5.2.2 Water services authority remedial strategies 

Where remedial strategies have been developed by the municipality, these will form the basis for 
the assessment of further support and intervention needs.  

5.2.3 Regional support and intervention plans 

Based on the summary assessment, together with supplementary knowledge from engagements 
and available documents, the regional office will prepare a support and intervention plan. The plan 
will comprise a prioritised list in a format similar to Figure 5, annotated and supplemented with 
relevant notes. Prioritisation will be based on the impact of the breach of obligations and the 
availability of human resources and funding for the support and interventions.  

The plan must include four perspectives: 

• Water services authority view: The prioritized summary list, setting out what support 
and intervention will be undertaken, with timeframes.  

• Programmatic view: A summary of support and intervention programmes that will be 
applied across multiple water service authorities (for example, an initiative to support water 
service authorities to develop remedial strategies in terms of a directive issues in terms of 
Section 4.5.1 of this framework). 
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• Implementation view: How the proposed support and interventions will be procured 
and implemented. (It is not expected that the regional office will have the capacity to 
implement all of the required support and interventions itself.) 

• Funding view: How the proposed support and interventions will be funded. 

A template for this plan will be developed to guide regional offices in developing and updating 
Regional Support and Intervention Plans. The plans will make use of the mechanisms set out in 
Section 6.) 

5.2.4 Specific permissions required in cases of Category 3 and 4 interventions 

Where it is proposed to impose a recovery plan, or to take over the function for a defined period, 
the regional office must obtain any necessary approvals and support for the interventions from 
the Minister in terms of Section 74(1)(c) of the Water Services Act. 

5.3 Coordinating and overseeing support and interventions 

The regional office will coordinate implementation of the support and implementation plan, and 
exercise oversight. It will not be necessary for the regional offices to put in place internal capacity 
to project manage the implementation of support and interventions - capabilities and capacity can 
be procured though service providers. The regional office will need the capacity to oversee these 
contracts. The Department will increase its capability to monitor, regulate and intervene (see 
Section 6). 

5.3.1 Problem solving and adjustments: rolling plans 

The support and intervention plan will be implemented by the regional offices as a rolling plan 
and will be updated and adjusted as and when appropriate. The regional office will find and 
implement solutions to implementation challenges, making use of national and other available 
support and capacity.  

5.3.2 Reporting on progress 

Regional offices will report on a quarterly basis to the Department of Water and Sanitation head-
office on progress, challenges and how these are being addressed.  

Regional support and invention plans, and reports on progress, will be tabled in the relevant DDM 
structures for consultation and coordination with other initiatives.  

 

5.4 Summary actions and timelines 

Action Target date 

Regional support and intervention plan template finalised. July 2022 

Regional support and invention plans in place in all nine regional offices. September 2022 
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6 Implementing improvements 
The circumstances in which support and interventions are undertaken have been described. This 
section deals with the question of the mechanisms to support and intervene, and the 
related capability, so that any support provided, and any interventions undertaken, are 
effective. This is important because, given the scale of the challenge, the municipality may not 
have the capability to undertake the actions imposed on it by national government and national 
government may not have the capability or capacity to provide the support or take responsibility 
for the function effectively.  

The question of how best to either develop this capability, or contract this capability from 
another organ of state or from the private sector, is a key consideration in this section. The 
specific mechanisms used, and the related capability, are important because numerous initiatives 
to support local government in the past have only been somewhat successful and had limited 
impact at scale, or have not been successful at all. Current technical support to municipalities 
is described in Annexure 2.  

Interventions to arrest the decline in water services will need to address governance, management 
and competency shortcomings, paying particular attention to ways to put in place the necessary 
management and technical skills.  

Effective and accountability professional management is dependent on sound 
governance. A root cause of many of the water services failures relate to governance weaknesses 
in municipal Councils. These impact on water service management, capacity and competencies at 
a technical and financial level. To address water services failures therefore require solutions that 
address both the governance and institutional aspects of municipalities, as well as the managerial, 
technical and financial competencies required. The core management areas and essential skill 
requirements are shown in Figure 6 below. 

Figure 6: Five core management areas and essential skill sets for the effective provision of water services  

 
Source: Macleod (pers. comm, 2021) 

Taking a wider view, effective and efficient support and interventions will need to address five 
key areas: effective institutional arrangements, (re)establishment of revenue streams, 
provision for upgrades and refurbishments, financial sustainability and stakeholder 
engagement. 

Asset creation
& rehabilitation

Customer 
management

Asset maintenance 
& operations

Revenue &
financial management

People (staff)

5 core management areas

• Leadership
• Management
• Technical (engineering)
• Planning
• Project preparation
• Procurement
• Project management
• Financial management
• Human resources
• Communications
• Information technology

Essential skill sets



National Water Services Improvement Programme Draft   

Page 33 

 

This section clarifies responsibility and accountabilities when supporting or intervening, sets out 
the process and requirements for a sound diagnosis of what needs to be done, and sets out a menu 
of options available to increase capability of municipalities themselves as well as water boards and 
the Department, in implementing (or supporting the implementation of) remedial or recovery 
plans. 

6.1 Where does responsibility lie? 

The key distinguishing feature between support and an intervention in the context of water 
services is that support is voluntary, provided to a water services authority who retains full political 
and legal responsibility for the service. In this context, support is provided by national government 
(or other institutions) as an offer to water services authorities that can be accepted or not.  

In the case of a category 2 intervention (material breach), the municipality must decide what must 
be done (develop a remedial strategy) and takes responsibility for implementation. 

In the case of a category 3 intervention (serious material breach), the Minister determines what 
must be done (develops a recovery plan) but the municipality takes responsibility for 
implementation. 

In the case of a category 4 intervention (serious and persistent material breach), the Minister both 
determines what must be done (recovery plan) as well as takes responsibility for implementation.  

See Figure 7 below. 

Figure 7: Where does accountability lie? 

 

6.2 Diagnosing what needs to be done, and how it will be done 

6.2.1 Sound diagnosis and a fit-for-purpose practical plan 

A sound diagnosis of the problem, and a fit-for-purpose, practical plan that responds to the 
diagnosis are two necessary ingredients of a successful intervention.  

A category 2 intervention requires the municipality to develop a remedial strategy or plan. A 
category 3 or 4 intervention requires the Minister to develop a recovery plan. See Figure 8 below. 
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Figure 8: Diagnosis of what needs to be done 

 
This strategy or plan must: 

• Show how the material breach will be remedied and over what timeframe; 
• Have goals & actions that are specific, measurable, achievable, relevant, and timebound; 
• Show how the necessary capability to implement the plan will be arranged; 
• Have a funded budget for implementation, appropriate to the actions and goals, and 

including provisions for capital as well as recurrent costs. 
In the case of a Category 2 or 3 intervention, where the municipality retains political accountability 
and responsibility for implementing the plan, the strategy or plan must also be included as part 
of the water services development plan in terms of the Water Services Act Section 16. 

In the case of a Category 4 intervention, where the Minister takes over the function for a defined 
period, there must also be an exit strategy.  

6.2.2 Contracting necessary expertise and experience for diagnosis  

A good remedial strategy or recovery plan requires an understanding of how best to use limited 
resources to achieve the necessary improvements, and how to sustain these, taking into account 
the context and addressing both capital investment as well as operations and maintenance. This 
task requires the expertise of (at least) a registered professional engineer with appropriate 
experience. Where this expertise is absent, it can be contracted from the private sector by 
municipalities, water boards or the Department.  

 

6.3 Who will get it done? 

The remedial strategy (developed by the municipality) or the recovery plan (developed by the 
Department) must not only answer the question “what needs to be done?”, but must also provide 
an answer to “who will get it done?” 

There are two basic answers to this question: (see Figure 9 below) 

• The municipality implements the plan itself (by itself and/or through contracted capacity 
from the public or private sector), or, 

• The Minister, where responsible for the function (Category 4 intervention), implements 
the recovery plan through contracted capacity from the public or private sector.  
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Figure 9: Who will get it done, and with what capacity? 

 
 
6.4 Options for increasing capability 

There are three broad sources of capacity for getting things done – the municipalities themselves, 
other public bodies (for example, water boards) and the private sector.  

The mechanisms that can be used to increase capability in the water services sector in South Africa 
are shown in Figure 10 below. 

Figure 10: Options to increase capability 

 
Notes: O&M = operation and maintenance; DBO = design, build operate. BOT = Build operate transfer. 
IWP = Independent Water Producer. See text for definition and details. 

Group 1 includes the main options for building the capability of an organisation. These options apply 
to municipalities themselves, to water boards (offering services to municipalities or to the Department), 
and/or to the Department itself (in its role as regulator, supporter or when taking over a water services 
function). These options are available in the short-term. 

Group 2 includes all types of short- and medium-term contracts that can be used by organisations to 
‘contract-in’ capacity, and that can be used in the short-term. These contracts24 can be used by the 
municipality itself, by water boards and by the Department to access capacity. These contracts are typically 
with the private sector but can also be between a municipality and another public body (for example, a water 
board). These are not an ‘external mechanism’ as defined in the Municipal Services Act and are not PPPs (in 
terms of the National Treasury PPP framework) and hence can be implemented with flexibility and in the 
short-term. Most professional services and construction contracts will be less than three years in length. 

 
24 There are not section 19 contracts as envisaged in the Water Services Act. Section 19 contracts are included in 
Group 3. 
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However, the optimal length of a typical operations and maintenance contract, and management contract, is 
likely to be five years, and hence these contracts would need to be subject to an MFMA Section 33 
consultation process. 

Group 3 includes all long-term contracts25 that can be used by municipalities (and possibly on behalf 
of municipalities) for the long-term provision of a municipal water service (or a part of that service.), 
and that will typically take longer to implement. There are three sub-categories: 

• A municipal entity. This is defined as an external mechanism in the Municipal Systems Act and its 
formation is subject to a Section 78 process. 

• Concessions and leases that involve the transfer of retail risk to the contracted partner, that is, 
responsibility for revenue collection from customers. The contracted partner is responsible for both 
investment and operations, over an extended period (typically 20 years or more). This is a PPP when the 
contracted partner is the private sector. 

• Concessions involving ‘project risk’ and that are related to discrete infrastructure projects, such as a 
desalination plant, water reuse facility or a wastewater treatment works. These include design-build-
operate (BDO), build-operate-transfer (BOT) contracts, Independent Water Producers (IWPs) as well as 
various variations of these. The contracted partner (typically the private sector) undertakes the design, 
construction and operation of the plant, usually for an extended period (ten or more years). Financing 
could be provided by the contracted partner, or the client. This is a PPP when the contracted partner is 
the private sector. 

All three of these will take longer to implement without changes to the legislative framework.  

Group 4 includes novel ways to increase capability in the sector. These are options that have not been 
used before, or at least not extensively, but which may merit further exploration. These are unlikely to be able 
to be used in the short-term (at least at scale), although some could be piloted in the short-term. 

All of these options are discussed further below. 

6.4.1 Building internal capability within an organisation 

1. Recruitment 

A key weakness with recruitment as a strategy to build capacity for water services at the municipal 
level is the absence of minimum competency requirements for the management of water services. 

The Department will work with other stakeholders to introduce minimum competency 
requirements (for water services managers and key technical posts) within water services 
authorities and providers, differentiated by the scale and complexity of the system being managed. 
These need to specify minimum qualifications and experience as provided in the national norms 
and standards. 

2. Training 

Past training efforts specific to the water services sector have not been extensive or effective. 

The Department will work with other stakeholders to implement two specific training initiatives 
that will add value and that should be implemented as soon as is practical: 

• Implement practical artisan training (particularly for, but not limited to, plumbers), 
drawing on good practice, for example, the excellent Japanese artisan training model. 

 
25 These include all section 19 contracts, including contracts with Water Boards, in terms of Section 19 of the Water 
Services Act. 
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• Implement a specific training programme for water services managers, linked to a 
recognized tertiary educational institution, modularized (for part-time learning) and 
including coaching, mentoring and leadership development.  

3. Deployments/secondments  

Deployments or secondments can offer relevant skills to an organization, and can be implemented 
relatively quickly. However, to have impact, the receiving environment must be conducive, and 
the skills deployed need to be appropriate.  

The Department will support and encourage the deployment of skills to meet skills gaps in the 
water services sector where the skills deployed are fit-for-purpose and where there is a high 
probability that the receiving environment will make productive use of the skills.  

4. Technical advisory services (technical assistance) 

Organisations can increase their capability by receiving advice, in the form of time-limited technical 
advisory services (technical assistance), typically from professionals in, or contracted by, other 
organisations. Technical assistance is available from MISA, National Treasury (GTAC and CSP), 
the Department itself as well as DBSA, other Development Finance Institutions, and development 
partners. 

Effective technical assistance requires a receptiveness to the advice received as well as an ability to 
implement the advice. Paradoxically, weak institutions in most need of advice may be least 
equipped to receive and implement the advice. 

The Department will encourage the use of Technical Assistance with a focus on practical advice 
and effective implementation. Specific areas lending themselves to technical assistance include:  

• Diagnosis of the problems and what is needed to fix these; 

• Development of remedial strategies and recovery plans; 

• Planning (water services development plans); 

• Capability development (recruitment processes, training) 

• Systems improvements (including, but not limited to, project preparation, procurement, 
contracting, contract management, information and data management, monitoring and 
evaluation, and reporting).  

The Department will improve its own technical assistance offering to municipalities through 
recruitment, training and making use of technical assistance itself. The Department will focus its 
technical assistance offerings into the following areas: 

• Water services planning 

• Drinking water quality assurance assessments 

• Wastewater treatment process assessments (small towns and rural areas) 

6.4.2 Contracting-in capability in the short-term  

There are four kinds of contract that can be used in the short-term to access capability to provide 
water services effectively: professional services contracts, construction contracts, operations and 
maintenance contracts and management contracts. These contracts can make capability available 
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relatively quickly and directly to municipalities, water boards and the Department. The private 
sector is likely to be a major source for increasing capability in the sector in the short-term. These 
contracts are not PPPs in terms of the National Treasury PPP regulatory framework and also not 
an external mechanism in terms of the Municipal Systems Act. 

5. Professional services contracts  

Professional services contracts (for example, consulting engineers) are widely used to access 
professional skills not available within the organization. The efficacy of these contracts depends 
on good terms of reference, clear and appropriate specification of competency and capability 
requirements, competitive and transparent procurement, effective contract management, and the 
ability to make effective use of the services provided. These conditions are often not in place. The 
use of consultants is viewed negatively for these and other reasons, however, their effective use is 
essential to support the turnaround of water services in South Africa. 

The Department will support and encourage the effective use of professional services contracts in 
the water services sector to support better sector outcomes.  

6. Construction contracts 

Construction contracts offer construction capacity not available within an organization. 
Conditions for their effective use are similar to that for professional services contracts and similar 
concerns arise. Poor value for money from these contracts is a key contributing reason to poor 
and declining sector performance. In order for the performance of construction contractors to 
improve, municipalities need to improve their infrastructure procurement and contract 
management practices.  

The Department will work with National Treasury with a view to improving the effectiveness of 
construction contracting processes and outcomes, and will put in place measures to support more 
effective contracting processes. The Department’s construction unit will be capacitated to provide 
support to municipalities. In addition, the Department will put in place appropriate contracts to 
enable the rapid deployment of service providers to undertake feasibility studies and to carry out 
design work as well as construction companies able to implement water and sanitation service 
infrastructure projects. It will also put in place appropriate contracts to enable project managers 
to be deployed to oversee interventions undertaken on behalf of municipalities. 

7. Operating and maintenance contracts 

Operation and maintenance contracts have not been widely used in the sector, but can be effective. 
Contract lengths are typically for less than three years to avoid MFMA Section 33 consultation 
requirements, although well-structured longer-term contracts (5 years) are likely to be more 
effective. The success of these contracts depends on clear contract scoping and specifications 
(including an appropriate contract length), selection of capable providers and good contract 
management. 

The Department will encourage the use of effective operations and maintenance contracts and put 
in place mechanisms to support the development, implementation and management of these 
contracts.  

8. Management contracts 

Management contracts, if well structured, could increase management capability in the sector 
relatively quickly compared to an internal capacity building strategy.  
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The Department will work with National Treasury with the view to developing and implementing 
approaches for the effective implementation of management contracts in appropriate 
circumstances in the water sector, including putting in place appropriate contracting support 
mechanisms. 

Improving short- to medium-term contracting performance and outcomes 

The Department will undertake the following to improve short-term contracting outcomes: 

• Develop clear guidelines for contracting processes with a view to achieving value for 
money; 

• Develop contracting templates for specific kinds of frequent contracting; 

• With the necessary approval from National Treasury, develop framework contracts that 
municipalities can use;  

• Engage with National Treasury on reforms to supply chain management to improve 
contracting outcomes. 

The use of water boards for short-term contracts 

Water boards could themselves provide professional services, construction capacity and operation 
and maintenance services to municipalities and/or the Department where they have this capacity 
themselves, or could also contract-in this capacity. The same principles and requirements for 
effective contracting apply, as set out above.   

6.4.3 Contracting-out services in the longer-term 

The category refers to all long-term contracts that can be used by municipalities (and possibly on 
behalf of municipalities) for the long-term provision of a municipal water service (or a part of that 
service), and that will typically take longer to implement. There are three groupings: municipal 
entities, concessions involving retail risk, and concessions linked to discrete infrastructure projects. 
Each is discussed in turn.  

8. Municipal entities 

Municipal Entities are defined as an external mechanism in terms of the Municipal Systems Act. 
Johannesburg Water and ERWAT are two examples of municipal-entities used to provide water 
services and both have been relatively successful. Options related to municipal-entities and related 
mechanisms are discussed further in the next section under ‘restructuring’.26 

9. Concessions involving the transfer of retail risk 

A concession gives a concessionaire the long term right to use all assets conferred on the 
concessionaire, including responsibility for operations and investment. Asset ownership remains 
with the authority. Assets revert to the authority at the end of the concession period, including 
assets purchased/built by the concessionaire. In a concession the concessionaire typically obtains 
most of its revenues directly from the consumer and so it has a direct relationship with the 
consumer. A concession typically covers an entire infrastructure system rather than just a discreet 

 
26 Municipalities, and their municipal entities, can also provide services, in terms of suitable contracts, with other 
municipalities. 
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piece of infrastructure such as a wastewater treatment plant (see “Concessions involving transfer 
of project risk” below).27 South Africa has two water concessions (Mbombela and iLembe).  

Significant capacity is required to establish and manage a concession. Long-term contracts for the 
provision of a municipal water service with private and public entities are regulated in terms of 
Section 19 of the Water Services Act, Section 78 of the Municipal Systems Act, Section 33 of the 
MFMA and the National Treasury PPP regulations.  

  

10. Concessions involving transfer of ‘project risk’ 

Concessions can also be applied to the design, construction and operation of discrete pieces of 
infrastructure such as a desalination plant, a water reuse treatment facility or a wastewater 
treatment works. In this case, the contracting party takes responsibility to design, build and operate 
the ‘project’ in return for an agreed fee. Design-build-operate (DBO) and Build-operate-transfer 
(BOT) contracts are two typically forms of concessions involving the contracting party accepting 
‘project risk’ (risks related to the design, construction and operation of the project.) Another form 
of contract is an Independent Water Producer (a form of DBO project). eThekwini developed a 
successful 20-year build-own-operate-transfer concession to treat wastewater and sell it to 
industrial users.28 There is likely to be significant need and scope for these types of contracts in 
the water sector in future. 

Public-private partnerships 

The concessions described above will typically by in the form of a contract between a municipality 
and the private sector. This is a public-private partnership (PPP). When contracting a municipal 
service out to the private sector,29 the municipality must also follow the requirements set out in 
the National Treasury PPP framework and the MFMA. There have been very few municipal PPPs 
contracted since the MFMA, Municipal Systems Act and PPP regulatory framework were 
developed. Recognising this, National Treasury undertook a review of the PPP framework and is 
implementing recommendations to streamline the Framework.  

Creating capacity to support PPPs – The Water Partnerships Office 

Few municipalities have opted to contract out services ostensibly because of the complex process 
and consultation requirements set out in the various pieces of legislation. Both the Department 
and National Treasury recognize the value of supporting the contracting out of services and are in 
the process of establishing a national centre of excellence to champion and support PPPs and 
other forms of contracting in the water sector. 

 
27 This description is from ppp.worldbank.org/public-private-partnership/agreements/concessions-bots-dbos 

28 documents1.worldbank.org/curated/en/770121521179248609/pdf/124334-19-6-2018-13-8-54-W.pdf 

29 A PPP must involve the transfer of substantive risk to the private party in terms of the PPP framework. PPPs 
involve a commercial transaction between a municipality and a private party in terms of which the private party - 
performs a municipal function for or on behalf of a municipality, or acquires the management or use of municipal 
property for its own commercial purposes, or both performs a municipal function for or on behalf of a municipality 
and acquires the management or use of municipal property for its own commercial purposes; and assumes 
substantial financial, technical and operational risks in connection with the above; and receives a benefit from 
performing the municipal function or from utilising the municipal property or from both. 
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In this regard, the Department has entered into an agreement with the DBSA to establish the 
Water Partnerships Office (WPO). A key mandate and purpose of this Office is to support 
effective long-term contracting with the private sector, with the view to harnessing private 
sector skills and commercial and blended finance to improve water services outcomes. The 
mechanisms for contracting with the private sector mentioned above, as well as others, will be 
explored and implemented as appropriate to the context and needs. Specific programmes will be 
developed including but not limited to water re-use, non-revenue water, wastewater treatment, and 
desalination.  

The intention is to facilitate public private partnerships through offering streamlined services, draft 
tender specifications, procurement support, contract templates and contract management. The 
Office will also offer financial structuring, pre-feasibility and feasibility studies and other project 
preparation and development services in support of public private partnerships. 

In general, municipalities do not have the skills required to facilitate public private partnerships. 
One of the aims of establishing the WPO is to create a central pool of these scarce skills which 
can be drawn on by municipalities. 

Long-term contracts between municipalities and Water Boards  

Municipalities are required to contract with external water services providers, including water 
boards, where a water service is provided by an external entity (Water Services Act Section 19).  

In the case of bulk water, these contracts are done in terms of bulk water supply contracts. The 
Department, together with SALGA, developed standard contracts for use by municipalities and 
water boards. 

In the case of a water board providing retail water services on behalf of a municipality, or 
constructing and operating a wastewater treatment facility (for example,), these contracts would 
need to take a form that is appropriate in relation to the allocation of responsibilities and risks 
(funding/financial, design, construction, operations, revenue) as described above. 

Water boards as contracting agents for the Minister. 

The role of water boards as agents to contract on behalf of the Minister, where the Minister takes 
over the water services function of a municipality, will be explored, and appropriate frameworks 
and guidelines developed. 

6.4.4 Other mechanisms to increase capability 

The following mechanisms offer alternative ways of building or accessing capacity to provide water 
services. These have either not been used before, or have not been used extensively. 

12. Water services committees 

The Minister has the power to form a water services committee in terms of Sections 51-61 of 
the Water Services Act. Water services committees could be used in contexts where a water 
services authority is failing to ensure the effective provision of water services and where 
communities are actively engaged in efforts to improve the provision of water services. 

The Water Services Act empowers the Minister to establish water services committees after 
consultation with the inhabitants of the proposed service area, and whose function is to provide 
water services to consumers within its service area (Section 51 and 52). The Minister must consult 
with the water services authority (as well as relevant MEC in that province) and may only establish 
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such a committee if the water services authority having jurisdiction in the area in question is not 
able to provide water services effectively in the proposed service area.  

The Minister can determine, after consultation, the period for which the water services committee 
will operate; the nature and extent of the water services to be provided; the area or the community 
to be served; the composition of the water services committee and the appointment of its 
members; any contribution to be made by the community or its members to the provision of water 
services; and any other related matter. 

A water services committee may not unreasonably exclude any person within its service area from 
those water services. 

A water services committee must set conditions for the provision of services not inconsistent with 
this Act, including the setting of tariffs and the collection of money, and the circumstances under 
which water services may be limited or discontinued and the procedure for such limitation or 
discontinuation (as is the case for water services authorities and water services providers). 

The Department will consider the establishment of water services committees, particularly on the 
request of local communities where services are failing. 

13. Non-commercial partnerships with the private sector  

The Department has entered into non-commercial partnerships with the private sector to develop 
water resources infrastructure. An example is the Olifants Management Model.30 These 
partnerships involve the identification of a mutual objective and agreement on in-kind 
contributions that are made by each party towards the achievement of that objective. The 
partnerships are non-commercial in the sense that the governance does not make any payments 
to the private partner (or the other way round), but they do involve mutual obligations that have 
cost implications for each party.  

The Department will explore options with the private sector and relevant stakeholders for the 
development of partnerships that would result in the improvement of water services (or aspects 
of the service). 

14. Restructuring the service  

The merits of various options for structural reforms to improve governance and ensure 
management effectiveness will be examined and taken further as appropriate as discussed in 
Section 1. 

6.5 A differentiated approach with fit-for-purpose responses 

The Strategic Framework for Water Services (2003)31 called specifically for flexibility as a key 
characteristic of the institutional vision. This strategy builds on the understanding that the precise 
institutional form of water services provision is not specified but rather is flexible with respect to 
both the scale of provision and the type of service provider.  

 
30 The Olifants Management Model which is a collaboration between National Government and the Commercial 
Mining sector towards the implementation of the Olifants River Water Resource Development Programme in 
Limpopo. Through this 50:50 partnership raw and potable water infrastructure will be implemented to the benefit of 
water security in the region as well as improved water services. 

31 Department of Water Affairs, Strategic Framework for Water Services: Water is life, sanitation is dignity, 2003 



National Water Services Improvement Programme Draft   

Page 43 

 

With respect to the scale of the provision of services and recognizing the diverse needs in different 
areas, a water services provider could serve one small rural community, one or more small towns, 
a large metropolitan area or a whole region. With respect to the type of water services provider, a 
water services provider could be a municipality, a public utility (owned by local and/or national 
government), a water services committee or a private organisation.  

There are 144 Water Services Authorities in South Africa and these can be broadly grouped into 
four main categories operating in very different service contexts (Figure 11). 
 
Figure 11: The approach to support and intervention will depend on the context 

 
 
For the purposes of the national Water Services Improvement Programme, it is proposed to group 
water services authorities into three categories:  

Group 1: metros (A) and secondary cities (B1),  

Group 2: small towns (B2 and B3), and  

Group 3: water services authorities serving predominantly rural areas (C2).  

The reason for this is that the nature of the primary service challenges and the available capacity, 
and hence the appropriate response, is very different in these three different contexts.  

In designing and applying interventions, the Department will develop approaches that effectively 
respond to each of these contexts, making appropriate use of ways to access or build capacity 
described in this section of the report. 

6.6 The Department’s procurement strategy 

DWS will develop and implement a procurement strategy for its infrastructure procurement, as 
required by the Framework for Infrastructure Procurement and Delivery Management (FIPDM) 
issued by National Treasury. The procurement strategy will categorise the Department’s 
infrastructure expenditure and identify appropriate, efficient, and effective procurement 
approaches for the different categories. The strategy will cover the appointment of professional 
service providers and construction contractors. It will also cover the procurement of the goods 
and services required by the Department’s construction unit. 
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With the required approval of National Treasury, the department will put in place framework 
agreements which could be used by municipalities (on a voluntary basis) in terms of MFMA SCM 
regulation 32 to enhance available water services capacity. 

DWS will engage with National Treasury to obtain approval for the putting in place of a range of 
framework contracts against which municipalities will be able to place orders, if they wish to do 
so, or for use by water boards, or the Department itself. These contracts could cover the following: 

• Taking corrective actions related to Category 1 interventions (for example, supply of 
treatment chemicals) 

• Professional services for undertaking diagnostics and development remedial strategies 
(Category 2) or recovery plans (Category 3), and related water services development plans. 

• Professional services for project preparation (feasibility studies, design etc.) 

• Project management services 

• Contractors to implement construction/rehabilitation projects 

• Service providers to implement operations and maintenance functions 

The aim of putting in place these contracts will be to achieve lower prices through economies of 
scale; and to enable municipalities to procure more quickly. 

6.7 Summary actions and timelines 

Action Target date 

Short-term contracts to support, intervene and implement improvements (Procurement, 
contracting and contract management capability) are in place. 

December 2022 

Introduce minimum competency requirements for water services managers and key technical 
posts 

June 2023 

Implement practical artisan training (particularly for, but not limited to, plumbers), drawing 
on good practice, for example, the excellent Japanese artisan training model. 

Ongoing 

Implement a specific training programme for water services managers, linked to a recognized 
tertiary educational institution, modularized (for part-time learning) and including coaching, 
mentoring and leadership development 

December 2022 

Improve DWS planning capacity and its planning support offering to municipalities. August 2022 

Put in in place appropriate contracting support mechanisms, especially for operating and 
maintenance contracts and for management contracts. 

December 2022 

Work with National Treasury with the view to developing and implementing approaches for 
the effective implementation of management contracts in appropriate circumstances. 

December 2022 

Develop clear guidelines for contracting processes with a view to achieving value for money. 
Develop contracting templates for specific kinds of frequent contracting. Develop framework 
contracts that municipalities can use.  

December 2022 

Establishment of an effective and professional Water Partnerships Office (WPO) to support 
long-term contracting with private sector. 

May 2022 

Finalise DWS procurement strategy June 2022 
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7 How will improvements be funded or financed? 
Due to limited municipal revenue and the constrained fiscal position of the country, the 
Framework calls for a prioritisation of funding needs as discussed below. In the following section 
the key public finance issues relating to national transfers to local government for water services 
and municipal water services revenue are highlighted. Options for financing of support and 
interventions are considered in the concluding section.  

7.1 Investing in capability to regulate, intervene and support 

7.1.1 Priority investments – procurement, contracting and contract management 

The previous section has shown that the following three kinds of capability are critical for 
improving water services outcomes: 

• Experienced professional engineering and water services management capability 
to undertake diagnoses of the challenges and to develop practical strategies and plans to 
address these challenges.  

• Capability to conceptualise, scope, procure, contract and project manage short- to 
medium term professional engineering services, construction contracts and operations and 
maintenance contracts. This suggests that spending money to create a centre of 
professional excellence to support these processes (for the Department itself, for some 
water boards and for municipalities) will be worthwhile. 

• Capability to conceptualise, scope, procure, contract and manage long-term 
contracts with the private sector. The Water Partnerships Office is being established for 
this purpose, with an initial budget from National Treasury of R60 million over three years. 
DFIs could play an important role in both the design of this office and well as in 
contributing professional skills and relevant local and international experience. 

Creating this professional capability is not expensive relative to the massive financial flows 
in the sector and will result in the largest return on investment, compared to other 
investments on support and regulation. 

7.1.2 Investing in management and regulatory capability 

The quality of management is probably the single most important determinant of water 
services outcomes. Investing in effective, best practice and bespoke training and 
development programmes for water services managers is likely to have a very high return on 
investment, when linked to minimum competency requirements, career pathing and succession 
planning. DFIs are likely to be supportive and helpful in conceptualisation, design, funding and 
implementation of these programmes, in and making available experienced professionals. 

Creating professional capacity to undertake economic regulation is necessary to better 
understand and guide the trade-offs between costs and services standards, and to guide the sector 
on a journey towards financial sustainability, higher sustainable levels of investment and better 
value for money. Professional economic regulation is necessary to fully understand the extent of 
this problem and how to move the sector, using incentives, towards better value for money and 
outcomes, alongside the parallel discussion on the institutional structure of the sector.  
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Smart investments in the Department’s management of data, monitoring, auditing and 
reporting processes, aiming for a combination of simplicity and robustness, will support the 
effective implementation of this Framework, and are investments worth making. 

7.1.3 Investing for long-term improvements and change 

Section 6 identified three novel approaches that could be used to improve sector capability and 
outcomes – the use of water services committees, mutual partnerships with the private sector and 
sector restructuring. Moving this forward productively will involve: 

• A small core professional team leading each initiative with the necessary skills and 
experience including public policy and change management in addition to sector specific 
skills and experience (economic regulation, institutional design, management); 

• Conceptualisation and oversight/management of any necessary analytic work, studies, 
pilots; and, 

• Developing support and consensus around key recommendations, and moving from 
recommendations to implementation. 

Modest investments in these processes could yield significant returns over time and will be 
prioritised. DFIs are likely to support this innovation through contributing resources, participating, 
and making available relevant international expertise and experience. 

7.1.4 Sources of funds and timing to build capability 

All of the investments in building capability, identified above, are modest and could be made 
within the financial year, by adjusting the Department’s existing water services support and 
regulation budget (2020/21) of approximately R560 million, of which over 80% was on staff costs, 
and representing 0.56% of municipal water services financial flows.32 An investment of R60 million 
in the Water Partnership Office is in the budget.  

7.2 Making better use of existing resources 

There are only two primary sources of money that can be used to build, operate and maintain 
water services infrastructure: payments by customers receiving the service (service 
charges/tariffs) and government grants. For the water and sanitation sector, these two sources 
of money amounted to approximately R60 billion from user fees33 and R40 billion from grants 

 
32 This includes Water Services and Local Management (R330m), Water Services Regulation (R200m), Water Services 
Institutional Oversight (R1m), and general management/admin for water services (R29m): National Treasury 2022 
ENE, Water and Sanitation 
33 Available le funding for operations of water and sanitation services is difficult to determine as municipal accounting 
is not ring-fenced per service. The current revenue from water and sanitation services charges amounts to 
approximately R57.3 billion per annum excluding capital transfers and contributions. National Treasury, Local 
Government Revenue and Expenditure Report 4th Quarter, 2020/21; Assumption made that 30.4% of service charges 
revenue, calculated as R9.8b is allocated to water and waste water services in municipalities classified as B2, B3, B4 
and C2. 
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respectively for 2022/3.34 (An overview of financial flows in the sector is provided in Annexure 
3.) 

The sector cannot be ‘rescued’ by making more grant money available to the sector. There is 
general under-expenditure of the grants already allocated, and these funds are often not allocated 
optimally nor spent efficiently and effectively. The key focus of regulation and support activities 
must be to influence how effectively the resources within the sector are used (both capital 
and operating, including revenue and collection).  

Grants accounted for 40% of the total contribution from these two primary sources of money, a 
very substantial contribution. Approximately half of the grant funding is to support operating costs 
(intended to support poor households with a basic service), and the other half for capital 
investment.35 This equitable share translates to R168 per month per indigent household. Other 
capital grants are also available for water services. These include the Municipal Infrastructure 
Grant, a conditional grant providing R6.3billion towards water and sanitation infrastructure, the 
Regional Bulk Infrastructure Grant and the Water Services Infrastructure Grant that provide 
an additional R10.8billion as direct and indirect transfers to municipalities36.  

Capacity development grants to develop municipal systems, and infrastructure and financial 
management skills add another R1billion to the transfers available to municipalities. 

A summary of applicable grants, their scheduling and purpose is provided in Annexure 4. 

Smart investments in the way the grant system is designed and managed are likely to have outsized 
impact on sector outcomes given the very large grant flows and very poor outcomes. Creating a 
dedicated professional team in DWS to work with National Treasury on this is an essential and 
extremely modest investment.  

7.2.1 Better design of existing grants available to the Department 

The Department will update water services related conditional grant frameworks to align to this 
strategy. The Department will engage with National Treasury to removing the current limitations 
on the Water Services Infrastructure Grant to allow it to be available to all municipalities for water 
services planning and infrastructure and not only prioritised towards the 27 district municipalities.  

Where the Minister undertakes the planning for, or implementation of, work in terms of a Category 
3 or 4 intervention, grant funding currently channelled as direct conditional grants may need to be 
rescheduled as Schedule 6B conditional transfers that provide for national government to create 
assets on behalf of local government. The Department will engage with National Treasury with a 
view to aligning the criteria for indirect grants to the support and intervention criteria as set out in 
this framework. 

In the 2022 DORA, the Department of Cooperative Governance will introduce an indirect 
component of the Municipal Infrastructure Grant over the 2022 MTEF period allowing the 
department to directly appoint an implementation agent to expedite the implementation of 

 
34 In 2022/23 a total of R40.1billion is available for water services to all 144 Water Service Authorities from the 
unconditional and conditional transfers. This excludes revenue from other unconditional allocations and general 
municipal infrastructure grants, providing R8.7 billion available partially to some WSAs. 

35 Through the equitable share R22 billion will be transferred to municipalities as an unconditional transfer, available 
to fund for water service operations and capital in 2022/23. National Treasury, 2022 Division of Revenue Bill 

36 National Treasury, 2022 Division of Revenue Bill 
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infrastructure projects on behalf of the identified municipalities. The Department will work with 
National Treasury and the Department of Cooperative Governance (DCoG) to improve the 
alignment of grants and to improve grant outcomes.  

7.2.2 Improving incentives in the grant framework 

Performance-based grants may be useful to support the shift from indirect grants that flow to 
national government to undertake investment on behalf of local government (Schedule 6B) to 
direct grants that are allocated to local government (Schedule 5B). Indicators on services and 
municipal performance may be built into the monitoring of expenditure and outcomes to ensure 
efficiency in the allocation of resources.  

The department will explore options, together with National Treasury, for introducing stronger 
incentives for performance into the grant framework. The purpose of financing incentives is 
to leverage other grant flows and commercial finance, and to encourage and promote their more 
effective use.  

The small proportion of total grant funding that is used to provide incentives, will have the effect 
of leveraging the impact of the remaining grant flows. Where water businesses are turned around, 
these businesses will use the available grant funding much more effectively, and will also leverage 
commercial funding. 

To be effective, these incentives would need to address key contributing factors to poor 
performance, including: 

• Municipalities lack the technical capability and capacity to spend grants effectively. This 
often means that allocated grants remain unspent at the end of a financial year; 

• Projects are chosen for the wrong reasons, and capital allocations are not optimized;  

• Inadequate project preparation, the result is projects are not de-risked and costed leading 
to procurement and construction challenges; 

• Procurement processes are captured for corrupt purposes, leading to inflated prices and 
poor project outcomes; and, 

• Supply chain management processes are overly onerous and privilege form (a tick box 
exercise) over substance (obtaining value for money). 

• Inadequate attention to billing, revenue optimisation and poor revenue collection. 

For example, consideration could be given to requiring municipalities to achieve a certain level of 
revenue collection or level of spending in relation to revenue as a condition to access grants, whilst 
adopting a more strategic approach targeted support through subsidies to indigent households, 
implementing pro-poor but effective credit control policies. 

7.3 Using conditional grants to fund support and interventions  

Where the Minister takes responsibility for the implementation of the recovery plan due to a 
Municipality being in serious and persistent breach of obligations (Category 4), the Water Services 
Act require that resources are made available to fund these responsibilities.  

Securing revenue towards water services would require the municipality to budget for the strategy 
or recovery plan. If the Municipal Council is not prepared to contract with the Minister for 
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Category 3 and 4 interventions, these expenses will need to be included in the indirect portion of 
conditional grants. In this section applicable funding sources to cover intervention costs are 
described.  

7.3.1 Pollution of the environment in terms of the National Water Act (Category 1) 

Municipalities, together with other landowners are responsible, in terms of S19 of the National 
Water Act, to prevent or minimise pollution of water resources and should develop and apply 
bylaws and implement other measures to eliminate, reduce or mitigate sources of pollution and 
remedy the effects of pollution. These actions are operational activities of the municipality and 
should be funded from the municipal operating budget.  

Where the source of pollution relates directly to water services infrastructure, activities to address 
pollution may be longer term and capital in nature, related for example to the upgrade of sewer 
networks, rehabilitation of pumpstations and upgrading/rehabilitation of wastewater treatment 
works. 

Municipalities can and should make use of available grant funding, together with finance made 
possible from operating revenues where practical. Grants may include the Municipal Infrastructure 
Grant for non-metropolitan municipalities or the Urban Settlement Development Grant in the 
case of metropolitan municipalities. 

In cases where the work is undertaken by the Minister, as provided in S53 of the National Water 
Act, the Minister will invoice the Municipality for the work undertaken or may request an 
adjustment to the Water Services Infrastructure Grant from direct to indirect to cover these costs 
where appropriate.  

In cases where the impact of the pollution is severe, disaster management funding may be available. 

7.3.2 Material breach of Water Services Act obligations (Category 2 interventions) 

Where the Municipality is in breach of legislative requirements and the breach is material, the 
Minister will instruct the Municipality to develop a remedial strategy to be included in the water 
services development plan to address the breach. Normal budgeting and grant availability and 
conditions apply. Activities will be funded through the municipal budgeting process, making use 
of available grants, including the Water Services Infrastructure Grant, the Municipal Infrastructure 
Grant, the Informal Settlement Upgrading Partnership Grant, the Integrated Urban Development 
Grant and/or the Regional Bulk Infrastructure Grant as appropriate and as available to specific 
municipalities. 

The Department may offer and provide Advisory Services (directly or through a partner or by 
contract) and Professional Services (by contract) for the diagnosis and development of the 
remedial strategy and a new fit-for-purpose water services development plan.  

The Department may propose additional support for the development of skills, systems and 
financial management in the municipality. Funding streams for these are available from the 
Infrastructure Skills Development Grant, Municipal Systems Improvement Grant and the Local 
Government Financial Management Grant.  
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7.3.3 Serious breach of Water Services Act obligations (Category 3 intervention) 

Where the Minister imposes a recovery plan on the municipality due to a serious breach of water 
services obligations (Category 3 intervention), the normal budget and grant funding options would 
apply (as for Category 2 above).  

However, in addition, the Department could fund a portion of the planning costs from the indirect 
portion of the Water Services Infrastructure Grant that is allocated to the Department.  

7.3.4 Serious and persistent breach (Category 4 intervention) 

Where the Minister takes responsibility for the implementation of the recovery plan due to a 
Municipality being in serious and persistent breach of obligations (Category 4), the Water Services 
Act require that revenue is made available to fund these responsibilities.  

Securing revenue towards water services would require the Municipality to budget for the strategy 
or recovery plan. The liability can be secured in terms of contractual agreements and an addition, 
Section 48 of the MFMA can secure water services revenue and transfers from national 
government to cover future liabilities.  

This will apply to a category 4 intervention as well. If Council is not prepared to contract with the 
Minister for Category 3 and 4 interventions, these expenses will need to be included in the indirect 
portion of conditional grants.  

7.3.5 Using revenue pledges to support interventions 

Section 63 of the Water Services Act (Act 108 of 1997) and Section 139 of the Constitution require 
the water services authority / Municipality to avail water services revenue to the Minister to fund 
the intervention.  

When the Minister must intervene due to a material breach of water services obligation the 
Municipal Council will be requested to commit revenue to support the financial commitments 
relation to: 

• The implementation of the strategy to remedy the serious breach of commitments as 
incorporated in to the water services development plan (Category 2) 

• The implementation of the recovery plan as imposed by the Minister in terms of S139(5)(a) 
of the Constitution (Category 3). 

• The implementation of the recovery plan by the Department or the WPO in term of 
S139(5)(c) of the Constitution and S63(6)(d) of the Water Services Act (Category 4). 

Securing revenue towards water services would require the Municipality to budget for the strategy 
or recovery plan. The liability can be secured in terms of contractual agreements and an addition 
Section 48 of the MFMA can secure serve revenue and transfers from national government to 
cover future liabilities. This will apply to a category 4 intervention as well. If Council is not 
prepared to contract with the Minister for Category 3 and 4 interventions, these expenses will need 
to be included in the indirect portion of conditional grants.  

7.4 Using service charges to fund and finance water services 

To ensure financial sustainability, support and interventions need to be aligned with the financial 
position of the municipality and be funded from both services charges and transfers. 
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The primary benefit of generating revenue from water services is that it allows a municipality to 
provide effective, efficient and sustainable water services. A sustainable source of revenue, which 
is used for the intended purpose will allow a municipality to continue providing quality and 
sustainable water services to its communities and residents. 

An additional benefit is that a reliable revenue stream is essential to support private sector 
investment. It is very difficult to structure projects as PPP or project finance transactions if there 
is not a strong and sustainable revenue stream associated with such projects. 

7.4.1 Aligning incentives and ring-fencing revenues 

Budgets, based on a share of revenue collected and fiscal transfers received, may be insufficient to 
meet investment needs. The lack of incentives to reduce non-revenue water and to collect user 
charges is an important contributing factor. The water and sanitation departments in municipalities 
are typically not responsible for the revenue collection function and revenue is not ring-fenced. 
This results in the departments not being incentivised to prioritise maintenance and investments 
(such as in bulk water meters) which would enable a reduction in non-revenue water. In addition, 
the departments may be unable to appropriately influence budget allocations for investment, and 
even for maintenance. This can result in projects being delayed or implementation extended over 
a longer period (beyond three years) as funding becomes available, hindering service delivery and 
increasing project costs as a result of escalation, and causing procurement challenges. 

The Norms and Standards for Water Services will require that the ratio set by the MFMA Circular 
for water and wastewater are met within a 5% range and the actual ratio is reported in the Annual 
Report. The Department will engage with National Treasury to find a better way to ensure 
alignment between municipal water and sanitation revenue and expenditure and to create better 
incentives for managers to reduce non-revenue water. 

7.4.2 Reducing non-revenue water 

Reducing non-revenue water forms an integral part of this support and intervention framework 
with the aim to increase water services revenue, increase cash collections, reduce expenditure, 
reduce non-payment of water resource charges and reduce customer debt. In addition, it is much 
cheaper for the country to reduce water losses than to invest in expensive new water resource 
infrastructure. Furthermore, as a water scarce country, South Africa cannot afford to be throwing 
away 40% of its processed clean municipal water through water losses. 

7.4.3 Other sources of revenue and funding 

Another option for additional revenue is the selling of treated effluent.37 In this regard, water re-
use will be one of the focus areas of the Water Partnerships Office. 

Development contributions are another source of funding for expanding water services, and 
these can be used to reduce the funding/financing burden. In terms of the amendments to the 
Municipal Fiscal Power and Functions Act the municipality, on adopting a development charges 
policy, can levy these charges for the purposes of funding or acquiring capital infrastructure assets 
in a timely and sufficient manner and to support current and projected land development in the 
municipal area. “When a municipality extends water and electricity services to newly developing 

 
37 The market for the purchase of treated wastewater exists, including private energy and agriculture sector businesses. 
These revenue streams can improve financial sustainability without conducting commercial activities as prohibited by 
S164 of the MFMA. 
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areas on the urban periphery, some of the cost can be recovered from builders of middle- and 
upper-class housing; some can be recovered from developers of shopping malls, industrial estates 
and other commercial properties. The remainder of the cost, that which is needed to serve the 
indigent, can be covered by equitable share transfers and general funds of the municipality, for 
example, property taxes”38. 

7.4.4 Setting tariffs to recover costs 

The Municipal Systems Act S74 requires that water tariffs must reflect the costs reasonably 
associated with rendering the service, including capital, operating, maintenance, administration and 
replacement costs, and interest charges. This is to ensure that tariffs are set at levels that facilitate 
the financial sustainability of the service, considering subsidisation from sources other than the 
service concerned. Cost reflective tariffs and payment for services are two aspects strongly linked 
to securing project revenues from the provision of water services.  

Unfortunately, many municipalities do not cost water service appropriately, with the result that 
tariffs are often too low and do not provide the required revenue to sustain the municipal water 
business. The user pays principle relating to the provision of water services will allow a revenue 
stream that can support an investment in water services infrastructure. Willingness and ability to 
pay for such services are also important concepts to be considered in structuring project finance 
and other transactions. 

DWS will engage and coordinate interventions with National Treasury to ensure that water services 
tariffs are set to ensure financial recovery where appropriate and as provided for in Section 142 of 
the Municipal Finance Management Act. 

7.5 Financing investments 

Financing may be available as general obligation financing for larger municipalities or though 
pledging conditional grants for smaller municipalities not able to carry debt on their balance sheets. 
National government can also borrow to fund investments in water services infrastructure. 

7.5.1 Using debt to finance municipal water services infrastructure  

The National Treasury reports on borrowing by municipalities. Table 3 below shows borrowing 
by metropolitan municipalities accounted for 87% of total municipal borrowing (87%), and the 
secondary cities (B1 municipalities) for a further 8%. All other municipalities (including districts) 
accounted for only 5% of total borrowing. 

Table 3: Municipal borrowing 

Category Municipality Total Debt  
R’000 

Share of Debt  
% 

Actual Revenue* 
R’000 

Debt to Revenue 
% 

A Buffalo City 233 185 0.3 7 590 865 3 
 Nelson Mandela Bay 1 130 446 2 12 102 045 9 
 Mangaung 743 366 1 6 844 945 11 
 Ekurhuleni 9 600 922 14 37 417 870 26 
 Johannesburg 23 665 301 33 66 045 762 36 
 Tshwane 10 307 881 15 34 834 607 30 

 
38 National Treasury, Municipal Borrowing Bulletin, October 2021 
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 eThekwini 9 015 666 13 38 951 056 23 
 Cape Town 7 076 063 10 42 527 468 17 
 Metros (total) 61 772 830 87 246 314 618 25 
B Cities (B1) (19) 5 873 150 8 68 207 632 9 
 Other Local  2 777 554 4 84 821 585 3 
C Districts 484 238 1 21 477 544 2 
All Total  70 907 772 100 420821379 17 

*Excluding Capital Transfers 
Source: National Treasury (Q4 2020/21) 
 

However, the data also shows that there is scope for additional borrowing in the metros and other 
municipalities, assuming a maximum norm of 45% debt to operating revenue. 

Loans can be raised for investments in water services assets because these assets support a 
constitution mandate, serves both equity and economic growth objectives, and generate revenue.  

Bonds 

National Treasury has indicated that municipal bond issuance is an under-utilised financing 
mechanism. For the municipal bond market to function optimally for municipalities, a volume of 
issuances that is sufficient to enable activation of the secondary market for municipal bonds is 
needed. Bigger municipalities with considerable investment needs are better positioned and further 
exploration would be valuable. Currently, National Treasury is testing the need and possibility of 
an independent municipal financial advisory service as a mechanism to level the playing field in 
the municipal debt market. A suggestion was made that government should build a centre for 
municipal finance excellence to stand on equal ground with the private sector. Water services 
investment and financing strategies would benefit from this support and increased cooperation 
between DWS and National Treasury with regards to financing options is a key objective of this 
framework.  

Project finance 

Where the scale and investment required in water services infrastructure justify it, and municipal 
financial positions are sustainable, debt can be incurred either as conventional balance sheet 
borrowing that utilize general obligation debt against municipal revenue, or alternatively, debt can 
be based on project finance principles that would be amenable to a public private partnership 
(PPP) or similar risk sharing agreement. PPPs can provide benefits in the form of efficiency, 
financing, partial risk transfer, and asset life-cycle management. On the one hand, PPPs can 
address the necessary interdependencies relating to infrastructure design, build, operation and 
maintenance, on the other hand, unbundled procurement may provide greater flexibility to 
response to demand changes and insure greater competitiveness in procurement. 

Blended finance 

Only a few municipalities can raise funding on their balance sheets and project finance usually 
requires some blended finance arrangement. A key aspect to consider is the incorporation of 
blended finance solutions in these funding mechanisms, to improve the effective use of grant 
funding, maximise private sector and DFI investments, and reduce the funding obligation on 
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Government as far as possible. A description of blended financing principles and options is given 
in Annexure 5. 

Securing financing through revenue pledges 

Many municipalities are entirely reliant on grant funding to implement capital investment projects. 
Grant funding could be geared to increase the availability of financing for investment. Longer-
term discounting of future grant allocations beyond the 3-year MTEF may result in the effective 
gearing and leveraging of this source of funding. This may be the only option available to 
municipalities to assist in their water service delivery obligations.  

In this case, the Council would need to securitise current and future revenue streams relating to 
the project as provided for in MFMA S48(1)(c) including grant revenue in terms of annual DORA 
S8(3) to support the leveraging of finance for private sector participation. 39 

As at June 2021, only 0.1% of municipal borrowing was secured though asset or revenue pledges, 
showing that there may be scope to expand this model40.  

7.5.2 Using national debt to fund water services 

Medium term borrowing requirements estimated for national and local government, as well as 
public utilities and state-owned companies, are shown in Table 4 below. Local government 
borrowing requires are expected to increase from R9.3b in 2020/21 to R14.6b in 2024/25. 
However, national borrowing is under pressure and borrowing requirements are budgeted to 
decrease over the same period. 

Table 4: Public sector borrowing requirements (R billion) 

 2021/22 2022/23 2023/24 2024/25 

Consolidated Government 355.7 386.6 323.6 304.2 

Local Authorities 11.9 13.8 15.4 14.6 

State Owned Companies 35.8 39.0 32.1 23.2 

Total Borrowing requirement 403.5 439.4 371.1 341.9 

% GDP 6.5 6.8 5.5 4.7 

Source: National Treasury 

The Minister of Water and Sanitation can secure national revenue in support of large-scale, long-
term projects. If aligned to the borrowing priorities of government, the Minister, with the 
concurrence of the Minister of Finance, can issue security to bind the national revenue fund in 
respect of commitments to be incurred in term of S70(1)(a) of the Public Finance Management 
Act. This direct charge against the National Revenue Fund requires funds to be defrayed from the 
funds budgeted for the Department.   

This provision could be backed by the commitment of local government revenue sources in terms 
of S48 of the Municipal Finance Management Act and in the case of blended finance backed by 

 
39 The DBSA refers to this as the “Private Sector Participation model”. 

40 National Treasury, Local Government Revenue and Expenditure Report 4th Quarter, 2020/21 
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pledging local conditional grants in terms of the Annual Division of Revenue Act. This will ensure 
that financing agreements are funded from both user charges and fiscal contributions.  

7.6 Summary actions and timelines 

Action Target date 

Create dedicated professional working groups on 

- Use of water services committees 

- Options for restructuring the water services function to align financial and technical 
performance incentives. 

June 2022 

Secure agreement with National Treasury on ring-fencing of revenue from water services to 
support operating expenses and to fund or finance investment. 

July 2022 

Explore the use of revenue pledges to support interventions and to raise finance for water and 
sanitation investments  

June 2022 

Engage with DFIs with a view to making greater use of their contributions (technical assistance 
and expertise, financing) 

June 2022 

 
 
 

End note  
The national Water Services Improvement Programme has the ambitious objective of arresting 
the decline in water services infrastructure and improving outcomes.  

The Department will use the framework set out in this document to guide its work. 

In addition, and in parallel, the Department will engage with other stakeholders to address issues 
that inhibit the development of an effective, efficient and sustainable water service sector. 

Summary actions with clear targets, responsibility and timeframes are included at the end of each 
section of this report and are not repeated here. 
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Annexure 1: Technical support offered by government 

Department of Water and Sanitation  

Support for planning 

The Department has provided data for planning through the development of a GIS-based, 
national geo-database with detailed information on demographics, services, infrastructure, 
operations and maintenance, water conservation and water demand management, finances, socio-
economic characteristics, water resources, institutional arrangements and customer requirements. 
The database is used by the Department for master planning and is also available to municipalities 
to assist them with their planning and the development of the water services development plan. 

The Department has development a template for water services development plans that it 
requires water services authorities to use. 

The Department has developed bulk water master plans, so to gain a national view of regional 
bulk water requirements.  

The Department has developed backlog eradication strategies for 27 district municipalities. 
These strategies are based on a comprehensive evaluation of context, including service delivery 
backlogs, water resources, infrastructure functionality and condition, and operations and 
maintenance.  

The Department is developing comprehensive water services master plans for 11 districts. 
These master plans address the total WS needs and consist of three main sections, namely the 
current situation and performance, a detailed plan of action for resolving current needs and a 
detailed plan of action for meeting future needs. 

In terms of wastewater management, the Department is developing regional waste water 
treatment master plans. Every wastewater treatment works is assessed as regards its operating 
versus required capacity, infrastructure condition and refurbishment/extension requirements etc., 
to get a total needs perspective. 

The Department is developing five-year water reliability plans at a district level. 

Technical support through incentive regulation: Blue, Green and non-Drop initiatives 

The Blue, Green and No-Drop regulatory processes are both a monitoring and regulatory tool, as 
well as a support tool. For example, the Green Drop report not only identifies deficiencies in the 
wastewater treatment, it also identifies the causes of the deficiencies and what needs to be done to 
address them. These reports are therefore a form of technical support to municipalities in that 
they provide them with expert guidance on what they need to do to improve. 

Wastewater treatment. The Department issues licenses for wastewater treatment works and 
regulates their compliance and performance through an incentive-based, risk management 
approach, which addresses design and operating capacity of works, compliance of the effluent to 
agreed standards, and infrastructure management and condition, that is, asset management 
practices. This process, known as the “Green Drop” certification process, assesses the risk of 
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failure of each works and associated sewer collection system.41 Works that achieve a certain rating 
are awarded the prestigious Green Drop status.42 

Drinking water quality. Compliance with drinking water standards must address all elements in 
the water supply system including sampling and testing of water at the treatment works intake and 
outflow, in distribution pipelines and reservoirs and at the point of use. The Department has 
adopted an incentive-based risk management approach, the Blue Drop Programme, whereby all 
variables are assessed to rate the performance of the water distribution systems as a whole for each 
Water Service Authority, with a focus on the integrity of water quality assurance systems. 

Technical Assistance provided by the Department for planning. The Department has 
provided extensive assistance to municipality for planning, but with disappointing results. Most 
water services development plans are not strategic and are not used to guide the municipalities 
spending priorities and timing in a sensible way. It is important that plans can be implemented and 
that their implementation will result in reliable and sustainable services. Further support for 
planning is unlikely to be successful unless management and technical capacity constraints are 
addressed (see next point). 

Other Technical Assistance. Technical Assistance has been provided by various other 
organisations over the years, including DBSA and MISA referenced above. The Cities Support 
Programme has provided technical assistance to five metros to assist these metros to develop and 
implement a water strategy to build water resilience. Paradoxically, it has been the strongest metros 
that have benefitted the most, and the weakest the least. For assistance to be successful, there 
needs to be both political commitment as well as absorptive capacity at the administrative level.  

The lessons from past experience show that technical assistance is unlikely to be a successful 
strategy to help turnaround the performance of weak municipalities, although it could be 
useful for very specific targeted assistance such as assisting a water services authority to develop a 
remedial strategy.  

Self-assessments to inform municipal priority action plans 

The Department has supported municipalities to implement Municipal Strategic Self-
Assessments since 2006. Municipalities undertake a structured self-evaluation both of their 
performance and future expected performance in providing water and sanitation services. The 
process requires senior, knowledgeable managers to provide answers to five “essence questions” 
for each of 18 “business health attributes” related to service delivery in general and water and 
sanitation services in particular. The Municipal Strategic Self-Assessment identifies which key areas 
of service have the highest vulnerability per municipality, province and nationally and provides 
input into a Municipal Priority Action Plan to address water service vulnerabilities. 

 
41 A Green Drop audit is done per wastewater system and not only per works. The system includes the sewer collection 
system (sewers and pump-stations) and WWTW. 
42 A “Purple drop” was initially included in the Green Drop and Blue Drop strategy, it was never implemented and 
was eventually excluded since the risk was identified that the incentive-based regulation approach will degenerate into 
a “name-and-shame” concept which would take away the prestigious regulatory approach which we aspired to. 
However, the Department identifies the critical systems (<31%) to ensure a response towards a turnaround. 
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Asset Management  

Most water services providers do not budget sufficiently for asset maintenance and replacement. 
Expensive refurbishment becomes necessary and then there is less money for ongoing 
maintenance. Deteriorating infrastructure also leads to poor service delivery and reduced levels of 
payment by consumers due to dissatisfaction, exacerbating lack of cost recovery. The Department 
has developed an infrastructure asset management strategy, tools and processes to assist 
municipalities to ensure that their water services assets are properly managed and maintained.  

Lessons from Municipal Support Initiatives 

The Department spent R3 billion on a “war on leaks” programme in the period 2015 to 2019. 
Even though this programme trained 10 000 artisans it had a minimal to no impact on curbing 
water leaks since these trainees were not eventually employed by the municipalities training.43 

The impact of Siyenza Manje, which deployed engineers to municipalities, was limited due to 
structural issues within municipalities. An external review of the Siyenza Manje support initiative, 
specifically focused at increasing technical capacity in the municipal water sector through 
deployment of engineers concluded that, “the majority of the problems at municipalities are 
structural, organisational and political in nature, with high municipal vacancy rates in key technical 
and senior management posts, and that the support requests tended to focus on addressing a short-
term crisis rather than capacity development in municipalities.”44  

The impact of the Municipal Infrastructure Support Agent (MISA), set up primarily to support 
municipal capital projects execution, has been similarly disappointing. Both programmes offered 
deployments/secondments and technical assistance (see below). 

Municipal Infrastructure Support Agency 

The Municipal Infrastructure Support Agent is a national government component 
constituted in terms of Section 7(2) Schedule 3 of the Public Service Act of 1994 (as 
amended), accountable to the Minister for Cooperative Governance and Traditional Affairs. 
This initiative is an integral part of the Department of Cooperative Governance’s 
programme towards improving municipal infrastructure provisioning and maintenance for 
accelerated service delivery, in line with the objectives of the Back to Basics Strategy. 
According to the Proclamation Notice , MISA is mandated to: 

• Support municipalities to conduct effective infrastructure planning to achieve 
sustainable service delivery; 

• Support and assist municipalities with the implementation of infrastructure projects 
as determined by the municipal Integrated Development Plans; 

• Support and assist municipalities with the operation and maintenance of municipal 
infrastructure; and 

• Build the capacity of municipalities to undertake effective planning, delivery, 
operations and management of municipal infrastructure. 

 
43 The programme has been widely criticized. See https://pmg.org.za/committee-meeting/30306/, 
https://pmg.org.za/committee-meeting/34512/ and Money down the drain (WIN, 2020). 

44 Report on Siyenza Manje Review to Parliament, 31 May 2011 (pmg.org.za/committee-meeting/12999/). 
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Annexure 2: Water services performance indicators 
Proposed consolidated set of performance indicators for municipal water services. These will be 
reviewed. Targets/benchmarks should be applied by category of municipality in terms of 
differentiated approach. 

Area Indicators 

1. Water security 

• Water use less than 1: 50 level of assured supply (demand-supply balance) 
• Wise water use (gross liters per person per day) (<175) 
• Diversity of sources and system redundancies 
• Regular review of assured yields to take into account changes in conditions 

2. Customer service 
outcomes 

• Access to piped water supply within 200m (%) 
• Access to at least basic sanitation service (%) 
• Drinking water quality (SANS 241 compliance, 99.5% and Blue Drop) 
• Water pipe bursts per 100 km per year 
• Sewer spills per 100 km per year 
• Wastewater treatment compliance (authorisations and Green Drop) 
• Reliability of water supply  

3. Management 
effectiveness 

• Nonrevenue water (25% benchmark) 
• Cash collection efficiency (95% benchmark) 
• Overall efficiency (revenue water x cash collection) (71%) 

4. Asset maintenance, 
rehabilitation and 
infrastructure capacity 

• Rate of replacement of water network (1-2% benchmark) 
• Rate of replacement of sewer network (1-2% benchmark) 
• Water storage capacity (48 hours benchmark) 
• Wastewater treatment capacity (average use < 80% design capacity)  
• Water treatment capacity (average use < 80% design capacity) 

5. Staff capability, 
morale & productivity 

• # of Registered Professional engineers / 100 000 population 
• Staff per 1000 water & sanitation connections  
• Staff turnover (%) (6% benchmark) 
• Staff absenteeism (%) (3% benchmark, SAR) 
• Staff overtime (% payroll costs). 
• Staff satisfaction (survey). (70% benchmark) 

6. Financial 
performance 

• Operating cost coverage ratio (op. revenues / op. expenses (excl. depr. & int.) 
• Grant dependency ratio (grant revenue / operating expenses (excl. depr. & int.) 
• Current ratio (ability to pay short term creditors) 
• Debtor days net of provisions (outstanding customer debt) 
• Creditor days 
• Self-financing ratio (cash flow from operations / CAPEX) 
• Leverage (debt to equity ratio) 
• Debt service ratio (ability to repay debt) 
• Rate of return on equity (Net income / equity) 
• Depreciation is cash-backed (depreciation reserve fund) 
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7. Customer 
responsiveness & 
satisfaction 

• % sewer spill complaints resolved within 24/48 hours 
• % water outage complaints resolved within 24/48 hours 
• % billing queries resolved within 7 days 
• Customer satisfaction (overall) – 70% benchmark 
• Customer trust in drinking water quality – 70% benchmark 

8. Communications & 
stakeholder 
engagement 

• Mail replied to within 7 days 
• 80% of calls answered within 30 seconds 
• customer charter and service level standards document widely publicized 
• Customer focus groups regularly held 

9. Planning 
• Business plan updated annually (all aspects of business, not just technical) 
• Long-term infrastructure master plans last updated within five years 

10. Information 
management 

• Management information system in place 
• Asset register complete and up to date 
• GIS implemented and up to date 
• % of meters read monthly (95% billed based on actual readings) 
• Mobile workforce and fleet productivity tracking 
• Stock control and availability of spares 
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Annexure 3: Overview of financial flows in the sector 
The major flows of money in the sector are shown in Figure 12 (representation is approximate). 

Figure 12: Major flow and use of funds for municipal water services (in Rand billions) 

 
Source: National Treasury. Numbers are based on various sources and are approximate. Municipal revenue and 
expenditure based on 2020/21 4th quarter reports. 

The aggregate data indicates that the sector as a whole will make a surplus of about R7 billion this 
year which could be used to fund or finance water and sanitation capital investments. 

The following should be noted: 

• The data shows budgets rather than actual performance.  

• Municipalities underspent their overall capital budget by close to R16 billion, more than 
20% of the adjusted capital budget.45  

• Underspending on capital grants may lead to unspent grants having to be returned to the 
national fiscus. 

• Financial performance is very different across the different categories of water services 
authorities: cities, small towns and rural districts. Municipalities outside of the main cities 
are more reliant on unconditional transfers received through the local government 
equitable share and capital transfers in the form of conditional grants.  

• Actual effective capital investments are almost certainly less than required as a result of a 
combination of under-investment as well as inefficient investment (poor value for money). 

• Not all budgeted revenue translates into cash as a result of poor and declining cash 
collection. The cash flow picture is likely to look substantially worse that the budget figures 
indicate. 

  

 
45 The 2020/21 financial outcome shows under-expenditure of R15.8 billion or 23% of the adjustment budget. 
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Annexure 4: Overview of water services conditional grants  
A summary of applicable grants, their scheduling and purpose is set out in the tables below.  

Table 5: Summary of capital grants available for water services 

Capital Grants (% expenditure 
in 2020/21) 

2022/23 
Allocation   
R million 

Purpose 

Regional Bulk Infrastructure 
Grant, DWS Indirect (41%) 

4 100 This grant supplements the financing of the social component of regional 
bulk water and sanitation infrastructure. It targets projects that cut across 
several municipalities or large bulk projects within one municipality. The 
grant funds the bulk infrastructure needed to provide reticulated water and 
sanitation services to individual households. It may also be used to 
appoint service providers to carry out feasibility studies, related planning 
or management studies for infrastructure projects. 

Water Services Infrastructure 
Grant, DWS Indirect (77%) 

591 This grant aims to accelerate the delivery of clean water and sanitation 
facilities to communities that do not have access to basic water services. 
It provides funding for various projects, including the construction of new 
infrastructure and the refurbishment and extension of existing water 
schemes. 

Municipal Infrastructure Grant, 
DCoG Direct (111%) 

16 842 To provide specific capital finance for eradicating basic municipal 
infrastructure backlogs for poor households, microenterprises and social 
institutions servicing poor communities  
To provide specific funding for the development of asset management 
plans for infrastructure servicing the poor 

Regional Bulk Infrastructure 
Grant, DWS Direct (60%) 

2 521 This grant supplements the financing of the social component of regional 
bulk water and sanitation infrastructure. It targets projects that cut across 
several municipalities or large bulk projects within one municipality. The 
grant funds the bulk infrastructure needed to provide reticulated water and 
sanitation services to individual households. It may also be used to 
appoint service providers to carry out feasibility studies, related planning 
or management studies for infrastructure projects. 

Water Services Infrastructure 
Grant, DWS Direct (91%) 

3 701 This grant aims to accelerate the delivery of clean water and sanitation 
facilities to communities that do not have access to basic water services. 
It provides funding for various projects, including the construction of new 
infrastructure and the refurbishment and extension of existing water 
schemes. 

Urban Settlements 
Development, Supplementary 
(4B) DHS 

7 352 To supplement the capital revenues of metropolitan municipalities to 
implement infrastructure projects that promote equitable, integrated, 
productive, inclusive and sustainable urban development. 

Informal Settlements Upgrading 
Partnership Grant: 
Municipalities, DHS, 

4 181 To provide funding to facilitate a programmatic, inclusive and municipality-
wide approach to upgrading informal settlements. 

Integrated Urban Development 
Grant, National Treasury (59%) 

1 085 To provide funding for public investment in infrastructure for the poor and 
to promote increased access to municipal own sources of capital finance 
to increase funding for public investment in economic infrastructure 
To ensure that public investments are spatially aligned and to promote the 
sound management of the assets delivered 

Neighbourhood development 
partnership Grant 

1 393 To plan, catalyse, and invest in targeted locations in order to attract and 
sustain third party capital investments aimed at spatial transformation, 
that will improve the quality of life, and access to opportunities for 
residents in South Africa’s targeted locations, under-served 
neighbourhoods, townships and rural towns. 
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Table 6: Summary of operating grants available for water services 

Operating Grants  
(% spent 2020/21) 

Allocation 
for 2022/3 
R million 

Purpose 

Municipal Systems Improvement Grant 
(DCOG) (23%) 

120 The municipal systems improvement grant funds a range of 
projects in support of the implementation of the district 
development model approach and the back to basics strategy, 
including helping municipalities set up adequate record 
management systems, drawing up organograms for 
municipalities and reviewing their appropriateness relative to 
their assigned functions, implementing the Integrated Urban 
Development Framework, and assisting municipalities with 
revenue collection plans and the implementation of the 
municipal standard chart of accounts. 

Infrastructure Skills Development Grant, 
National Treasury (82%) 

159 To improve infrastructure delivery management capacity 
within municipalities by developing a long-term and 
sustainable pool of registered professionals with built 
environment and related technical skills in engineering, town 
and regional planning, quantity surveying, geographic 
information systems and project management 

Local Government Financial 
Management Grant 

566 To promote and support reforms in financial management by 
building capacity in municipalities to implement the Municipal 
Finance Management Act (MFMA) 
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Annexure 5: Blended financing principles and options 

Blended finance principles 

The following principles apply to bended financing: 

1. Credit enhancement, concessional and grant funding can be used to crowd in private sector 
funding making use of debt capital market instruments. 

2. All financing (senior, subordinated, concessional) should be procured on a competitive basis 
(through, for example, a bond auction programme) 

3. A programmatic approach should be used, making use of dedicated asset classes 
4. Different programmes are likely to have different funding options, structures and solutions 
5. Credit enhancement products that can be provided by DFIs include: 

• First loss or subordinated facilities 
• Sculpted repayment profiles and capital grace periods 
• Tenor extension 
• Security in terms of the MFMA Section 48. 

 
Blended finance options 

The following blended finance options could be considered (Table 7). 

Table 7: Blended finance options 

Funding and 
implementation model 

Bankability considerations Funding instruments 

Conventional balance sheet 
borrowing 

Able to fund both bankable and 
non-bankable projects* 

Balance sheet loans 

PPP Only bankable projects Project finance – debt and equity 
Project bonds 

Municipal-owned special 
purpose vehicles 

Only bankable projects Project finance – debt and equity 
Project bonds 

Private Sector Participation 
Model 

Non-bankable projects Blended finance 

Grants Non-bankable projects Direct fiscal allocation to municipalities 
* Bankable projects imply projects with adequate project revenue streams to support investment in these projects  

 


