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 TCTA’s Vaal River System Water Resources Development Projects (“VRS” 

– LHWP and AMD) 

 VRS Funding Strategy Update & Challenges 

 ANNEXURES: 

o What is TCTA? 

o TCTA’s Governance and the Regulatory Environment  

o Why TCTA Receives Government Guarantees 
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Map of the Integrated Vaal River System 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: DWS. 
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Vaal River System Water Resources Development Projects (VRS) 
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Vaal River System Water Resources Development Projects (VRS) 
 

Vaal River System Water Resources Development Projects (VRS) is the name given to the projects funded 
by TCTA’s Vaal River Tariff (approx R4.5 billion per annum): 
 

 Lesotho Highlands Water Project (LHWP); and  

 Acid Mine Drainage (AMD); 
 

 
 

 

 

 
 

 

 

 
 

 

 

 Joint project between the Republic of South Africa and the 
Kingdom of Lesotho. 
 

Governed by the Treaty on the Lesotho Highlands Water 
Project entered into in October 1986  
 

The Purpose of the Project is to provide additional water to 
the Vaal River System in the South Africa and to generate 
hydro-electric power in the Lesotho.  
 

The Project consists of various proposed phases of which 
Phase 1 was completed in 2004 and Phase 2 is expected to 
commence construction soon.   
 

LHWP  

 

AMD seeks to implement solutions to the problem of Acid 
Mine Drainage in the Witwatersrand Goldfields.  
 

 In 2011 TCTA received the Directive to implement the Short-
Term and Emergency Intervention (AMD STI) to prevent acid 
mine water from decanting in the Western, Central and 
Eastern Basins of the Witwatersrand Goldfields. 
 

 In 2016 TCTA received the Directive to implement the long-
term solution (AMD-LTS) for the construction of 
desalination plant/s in the Central and Eastern basins to  is 
based on the feasibility study undertaken by the DWS. 
 

The treated water will be put to beneficial use as either 
industrial or potable water thereby increasing the yield of 
the Vaal System. 

AMD 
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The Need to Augment the Yield of the Vaal River System 

Upper Vaal River System Demand & Yield Scenarios: With LHWP II but without AMD-LTS  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
*WC/WDM = Water Conservation & Water Demand Management 

2400

2600

2800

3000

3200

3400

3600

3800

2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

Y
ie

ld
 /

 W
at

e
r 

R
e

q
u

ir
e

m
e

n
ts

 (
m

ill
io

n
 m

3
/ 

an
n

u
m

)

Years

High with target 

WC/WDM

Neutralisation and 

discharge 
Unlawful removed 

Y
ie

ld
 

in
c

re
a

s
e
: 

L
H

W
P

 I
I

D
e

fi
c

it



6 6 

The Need to Augment the Yield of the Vaal River System 

Upper Vaal River System Demand & Yield Scenarios: With LHWP II and AMD-LTS  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
*WC/WDM = Water Conservation & Water Demand Management 
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Comparison of Vaal River Augmentation Options 

LHWP II and AMD LTS are the cheapest augmentation options at this stage 
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Lesotho Highlands Water Project (LHWP) 

   
 

Phase 1A (completed 1998): Katse Dam  

Phase 1B (completed 2004): Mohale Dam 
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Lesotho Highlands Water Project (LHWP) 
   

 Phase 1A (completed in 1998) 
Katse Dam (185m high concrete double-curvature arch dam) on the Malibamatso River; an intake structure capable of 
handling 70m3/second; a 45km long transfer tunnel from the Katse reservoir to the Muela reservoir; the Muela Dam 
and hydro-power station; the 37km long delivery tunnel from the Muela reservoir to the Ash River outfall outside 
Clarens . 

 

Phase 1B (completed in 2004) 
Mohale Dam (145m high concrete faced rock-fill embankment dam) on the Senqunyane River, a 32km long transfer 
tunnel from the Mohale reservoir to upstream of the Katse Dam; the 15m high Matsoku Diversion Weir; a 5.7km long 
transfer tunnel from the Matsoku Weir to the Katse reservoir.   
 

Phase 2 (planned to commence construction) 
 

Polihali Dam: a 163.5 metres high concrete faced rock-fill embankment dam planned for downstream of the 
confluence of the Senqu and Khubelu Rivers. A 49.5 metres high saddle dam will also be constructed as well as a side 
channel spillway. 
  

Polihali to Katse Tunnel: a 38.2 kilometres long, 5 metres diameter tunnel to transfer water from the Polihali Reservoir 
to Katse Dam. The tunnel is sized to convey a peak power generation flow of 35 m3/s.  Water will be abstracted from 
the Polihali Reservoir through two separate concrete bell-mouth intakes on the western side of the Polihali Reservoir 
in the Khubelu River, 3 kilometres upstream of the confluence with the Senqu.  
   

Hydropower Features: A pump storage scheme of approximately 1 000 megawatt utilizing Katse Reservoir as the lower 
reservoir and a new upper reservoir near the Kobong headwaters may be built as part of Phase II. 
 

South Africa is responsible for the costs of the water transfer components, Lesotho is responsible for the 
hydropower scheme costs. 
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Lesotho Highlands Water Project (LHWP) 
   

 

Polihali Dam 

Dam Type Concrete Faced Rockfill Dam 

Non-overspill Crest Level 2 083 masl* 

Full Supply Level 2 075 masl 

Lowest Foundation Level 1 918.0 masl 

Crest Width 10 m 

Crest Length 915 m 

Embankment Volume 12.3 million m³ 

Excavation Volume 40 000 m 

Length of Plinth 1 150 m 

Area of Facing Slab 12 343 m³ 

*metres above sea level  

Polihali – Katse Tunnel 

Tunnel Capacity 
18.8 m3/s at Hydraulic Grade Line of 

1:4776 

Tunnel Length & Diameter Total Length = 38.2 km   @  5.2m 

Type of Lining Partially Lined 

Delivery Tunnel Upgrading 
Increase Muela Dam FSL by 2.5m 

with Crest Radial Gates 

Estimated Cost & Construction Time 

Capital Costs R22 000 million 

Construction Program 56 Months 
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Acid Mine Drainage 
Background: 
 

Gold mining in the Witwatersrand took place 
in three underground mining basins of the 
East, Central and West Rand situated in an arc 
stretching for over 70km, from Krugersdorp in 
the west to Nigel in the east in more than 120 
mines, some over 2 000 metres deep.  
  

The mines were interconnected within each 
basin so flooding in any mine has an impact on 
adjacent mines.  
  

When the mines were operating they pumped 
out the water that entered the mine voids 
(tunnels, drives and shafts).  
 

But, as mines closed the pumping became the 
responsibility of fewer and fewer mines, and 
the voids started filling with water.  
 

Acid Mine Drainage is produced when sulphate 
bearing minerals found in all reefs mined for 
gold, are exposed to oxygen. The process, 
termed pyrite oxidation, is enhanced when 
water moves through and over the surfaces of 
the rock. 
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 Pump acid mine water to the surface to maintain its level below 
the Environmental Critical Level (ECL) [the level at which it 
threatens the water table]  

  

 Treat the water and pump it into the Vaal River System. 
 

 Increases, rather than reduces the yield of the system  

12 

Acid Mine Drainage 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Mine voids fill with water, which becomes acidic due to exposure 
to acid bearing rocks. 

 

 The acid water fills the voids and then contaminates ground 
water and seeps to the surface and into the Vaal River System 
through boreholes and springs.   

 

 Reduces the yield of the system because fresh water needs to be 
released from dams to dilute the effects of the contaminated 
water. 

Solution Problem 
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Acid Mine Drainage – Short-Term Intervention (AMD STI) 
   

 

 

 

 TCTA was Directed to implement AMD STI in April 2011. 

AMD STI is aimed at implementing short term emergency works for the 
Western, Central and Eastern Basins to stop decant in the Western Basin and 
protect the Environmental Critical Level (ECL) in the Central and Eastern 
Basins. 

Operate STI works until its integration with the long-term solution 

 

 

 Western Basin comprises of an upgrade of the existing Rand Uranium water 
treatment plant and associated infrastructure. The upgrade was successfully 
completed and increased the treatment capacity from 12 Ml/pd to 30Ml/pd.  

 Central Basin entailed construction of a High Density Sludge Water 
Treatment plant. Treatment Capacity 84 Ml/pd. RFO was in Dec 2014. 

 Eastern Basin entails construction of a High Density Sludge Water Treatment 
plant similar to Central Basin. Treatment capacity 110Ml/pd. RFO was Sept 
2016. 

Purpose 

Description 

Cost 

Original Budget R2 592 million 

Cumulative to Date R1 869 million 

Forecast at Completion R2 444 million 

Central Basin: Completed High Density Sludge Treatment Plant 

Eastern Basin: Reactors under Construction 
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Acid Mine Drainage – Long-Term Solution (AMD LTI) 
   

 Purpose 
 

TCTA received the Directive to implement AMD LTI in May 2016. 

AMD-LTS is based on the feasibility study undertaken by DWS which has proposed the construction of desalination 
plant/s in the Central and Eastern basins.  

Western Basin water consisting of both treated and untreated water will be used in pilot studies to test new and more 
cost effective technologies for future implementation. 

The treated water will be put to beneficial use as either industrial or potable water thereby increasing the yield of the 
Vaal System. 

 

Engineering Strategy - The design philosophy will be based on the following assumptions: 
 

Provide treatment plants that will incorporate the short-term solution infrastructure. 

Design lifespan – 15 to 20 years. 

Provide ancillary infrastructure required to deliver treated water to users – low maintenance high lifespan. 

Develop and implement a sustainable sludge disposal solution for all basins. 

Plant capacity – sufficient to maintain ECL levels even during high flows, aligned with the capacity of the short term 
infrastructure. 

Site selection of treatment works– taking short-term solution into consideration. 

Due-diligence to determine final scope and strategy. 
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Acid Mine Drainage – Long-Term Solution (AMD LTI) 
   

 Status 
 

Initiated process with possible off-takers (to reduce cost of the scheme to the users and fiscus) 
 

Initiated process to conclude the Implementation Agreement with DWS 
 

Concluding following tenders processes: 
o PSP for optimisation and treatment plant  
o EIA consultant 

 

Funding as per Directive 
 

Vaal River System users tariff will cover 33% of the construction costs and O&M  
o Feedback from the tariff consultations is that the Vaal River System users accept that they will bear the costs of AMD 

even though AMD is not of their own making, with the proviso that any available fiscal funds, funds clawed back 
from the mining industry and any revenue earned from sales of AMD water will be applied towards reduction of the 
tariff. 

 

The Fiscus will cover 67% - to be recovered from the mines as a levy 

Cost 

Total Capital Budget R11 810 million 

Annual Operating (O&M) Budget (per annum over 15 years) R1 300 million 
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Vaal River System Water Resources Development Projects (VRS) 
 

 

 
 

 

 

 
 

 

 

 
 

Capital Components 

Sub-Phase Capital Cost Status 

LHWP-1 R 20 billion (approx) Complete 

LHWP-2 R 22 billion  Initial Stages 

AMD Short Term Intervention R 2.1 billion Near Completion 

AMD Long Term Solution R 11.8 billion Initial Stages 

Liability Curve Projections (millions of rands) 
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Funding Requirement 

  
Opening Cash 

Balances 
Vaal River  

Tariff Revenue 
AMD Fiscal 
Transfers 

Operating  
Costs 

LHWP Capex AMD Capex 
Debt Service  

Costs 
Funding  

Requirement 

2018/19 3 132  4 846 454 -1 764  -1 884  -411  -10 005  -5 732 

2019/20 100  5 352 1 037 -2 212  -3 991  -3 857  -915  -4 486 

2020/21 100  5 615 2 645 -3 574  -4 902  -4 213  -2 571  -6 900 

2021/22 100  6 034 2 782 -4 018  -4 137  -2 884  -12 346  -14 469 

2022/23 100  5 738 2 863 -4 371  -3 029  -497  -6 178  -5 374 

2023/24 100  6 052 2 947 -4 669  -2 322  -12  -4 145  -2 049 

2024/25 100  6 557 3 036 -4 967  -840  - -4 399  -513 

2025/26 100  7 094 3 130 -5 286  -619  - -4 483  -64 

2026/27 100  7 659 3 230 -5 628  -105  - -4 479  777 

2027/28 777  8 249 3 336 -5 996  - - -4 421  1 945 
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SOE Funding Environment 
 

Last year we spoke about the challenging funding environment for SOEs 
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SOE Funding Environment 
 

This saw a collapse in SOE bond issuance on the JSE in 2017: 
 

SOEs issued less than half the volume of bonds they had issued in 2016 (R15.0bn against R39.2bn). 
 

SOE issuance is typically about 30% of total non-government, in 2017 it was 11% .  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Data Source: RMB Global Markets Research 
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SOE Funding Environment 
 

The data for the first 4 months of 2018 suggest a significant improvement: 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Data Source: RMB Global Markets Research 
 

 

SOE’s JSE issuance is R11.2bn for Jan-Apr 2018, against R6.2bn for Jan-Apr 2017. 
 

On an annualised basis 2018 SOE issuiance is R33.7bn for 2018, more than double 2017’s  issuance.  
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The data for the first 4 months of 2018 suggest an improvement: 
 

Investors are showing a greater willingness to buy fixed rate long term paper than in 2017.  
 

In 2017 3-5yr FRNs accounted for 53% of SOE issuance; the percentage so far in 2018 is 30%. 
 
 
 
 
 
 
 
 
 
 
 

 

Data Source: RMB Global Markets Research 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

SOE Funding Environment 

2013 2014 2015 2016 2017 2018 

Total Non-Govt Bond Issuance 110 732 110 185 134 173 130 675 140 708 40 267 

of which FRNs comprise 65 727 58 611 55 790 78 104 110 213 30 184 

FRNs %  59% 53% 42% 60% 78% 75% 

Total SOE Bond Issuance 34 375 30 326 37 330 39 273 15 007 11 239 

Of which FRNs comprise 8 397 4 990 2 563 5 974 7 968 3 339 

SOE FRNs as % total 24% 16% 7% 15% 53% 30% 
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The data for the first 4 months of 2018 suggest an improvement: 
 

 

o Investors are showing a greater willingness to buy longer dated SOE paper.  
 

o The weighted average term to maturity of SOE bonds issued rose in Q1 2018 is 12.5 against 6.3 
years for Q3 & Q4 2017. 
 

 
 
 
 
 
 
 
 
 
 

Data Source: RMB Global Markets Research 

 
Unfortunately, TCTA’s experience has not been as sanguine.  
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TCTA’s Funding Challenges 
 

Background: 
 

The upcoming WS05 redemption (R9.3bn on 1 August 2018) marks the point at which the VRS projects 
turn cash flow negative because of bond redemptions (particularly the WS05 and WSP5) and capital 
expenditure (until 2025).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

The minimum refinancing requirement for the WS05 redemption is estimated at R6 billion.  
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TCTA’s Funding Challenges 
 

Background: 
 

o TCTA has been waiting for finalisation of the new VRS Guarantee & the registration of a new DMTN 
program since late 2016.   
 

o The looming WS05 redemption necessitated a funding plan based on the current funding instruments: 
 

 the R4 billion, unlisted Commercial Paper Program and;  
 

 the R21 billion bond program  
 

• WSP3 – 9% May 2019 
 

• WSP4 – 9% May  2020 
 

• WSP5 – 9% 9% May 2021 
 

 
 

VRS 2018 Short-term Funding Plan 
(R’mn) 

Instruments Nominal Amounts  
  

JSE Listed Bonds 
WSP3 (May 2019) 600 

WSP4 (May 2020) 1 400 

WSP5 (May 2021) 700 

Total Bonds 2 700 
    

Unlisted Commercial Paper 
3 year FRNs 1 000 

5 year FRNs 2 900 

Total FRNs 3 900 
    

Total 6 600 
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TCTA’s Funding Challenges 
 

Unfortunately, it proved difficult to get investor support for this funding program – 
the main reasons given for this were: 

 
Unwillingness to invest in instruments issued under the old programme documents 

 
Discomfort with unfilled executive positions at TCTA  

 
Concerns about the Department of Water and Sanitation 
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Old Programme Documents 
 

TCTA hasn’t listed a new bond since October 2004: 
 
 

Result is that placing documents pre-date DMTN Programs   
 

 
 

 
 

Commercial Paper WS05 WSP1-WSP5

October 2000 October 2001 May 2003

TCTA's Current Placing Documents
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Old Programme Documents 
 

In general investors felt that the old documentation and the old guarantees were 
inadequate: 

 

o The guarantees were not clear as to the rights of noteholders & what would happen on 
default 
 

o The documentation  provided none of the investor protections of a DMTN Program   
 

We had anticipated these objections & sought to mitigate them by: 
 

oDrafting addenda to the new DMTN that would allow noteholders of the old notes (the 
current bonds and CP) to join the new DMTN and guarantee  
 

o Providing the draft of the new DMTN & Guarantee for investor information and 
comment.    

 

Unfortunately, investors generally do not want the promise of better 
documentation in a couple of months time – they want it now. 
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Old Programme Documents 
 

Summary of Investor Comments on the Draft DMTN: 
 

o More Information Undertakings and Standardisation of the type of Information Noteholders should 
be given and when. 
 Policies on Governance/Corruption/Conflicts of Interest. 
 Board disclosures: Changes in directors (with CVs), meeting attendance, performance 

monitoring etc 
 

o More Redemption Events to be Included in the DMTN:  
 

 Governance Failures & Executive Criminality & Breaches (breaches of corruption etc policies), 
insufficiency of directors; loss of JSE listing; failure to observe financial covenants  

 Change of Control & Change of Executive Authority. 
 Material Change in Business 
 Failure to Maintain Financial Covenants 

 

o Stronger Covenants:  
 

 Loan covenants to match LMA protections. 
 Material Change in Business 
 Failure to Maintain Financial Covenants 

 

Our attorneys are engaged in redrafting the DMTN to include those investor comments/suggestions 
that we believe we are able to accommodate. 
We will circulate the changes & responses to specific comments after drafting 
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Unfilled Executive Positions 
 

TCTA has not had a permanent CEO since October 2016 
 

o There have been two Acting CEOs since then: 
 

 Mr Leonard Radzuma – TCTA’s Chief Risk Officer: October 2016-February 2018 
 

 Prof. Ola Busari – TCTA’s Chief Strategy Officer: February 2018-present  
 

o The responsibility for appointing CEO rests with board – the Minister has to concur 
 

o Board had recommended an appointment early in 2018 – the minister appears not to have 
concurred and the process had to be restarted. 
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Impact of DWS Financial Problems 
 

The Department of Water and Sanitation’s bad financial position is topical 
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Impact of DWS Financial Problems 

Annexure A - Fiscal Risk Statement of the 2017 MTBPS says (p55): 
 

Trans-Caledon Tunnel Authority 
Government has issued a R25.7 billion guarantee to the TCTA. The agency relies on payments from the Department of 
Water and Sanitation’s Water Trading Account to settle obligations with lenders. Weak financial management at the 
department threatens the ability of the TCTA to meet its commitments, raising the likelihood of a call on the guarantee. In 

the long term, government’s ability to deliver water infrastructure could be compromised.  

 

The risks to TCTA are obvious – the Department is TCTA’s only client 
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Impact of DWS Financial Problems 

Since October 2016 DWS pays invoices about 2 months (57 days) after payment terms (i.e. 3 months 
after presentation of invoice) –  

Pre October 2016 invoices were paid about 13 days after due date (i.e. one & a half month after 
presentation of invoice) 
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Monthly Tariff Receipts from DWS (R’mn) 
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Impact of DWS Financial Problems 

Jan 2017 126 

Feb 2017 571 

Mar 2017 43 

Apr 2017 919 
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Jun 2017 21 
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However, it’s important to note that payments still occur on a regular basis 
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Impact of DWS Financial Problems 
 

The resolution of the Accounts Receivables matter is one of the issues – along with the finalisation of the 
Guarantee – that await the attention of the Ministers of Water & Sanitation and Finance. 
 

 

Accounts Receivables Summary: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 
 

Project 

Last Payment Received Last Invoice Issued Current Accounts Receivables 

Invoice 
Period 

Date 
Received 

Amount 
Invoice 
Period 

Date 
Issued 

Current 
Outstanding 

Weighted 
Average Days 

No of 
Months 

VRS Dec 2017 11 May 18 437 939 636 Mar 2018 25 Apr 18 1 802 212 056 33.3 4 

BWP Mar 2018 30 Apr 18 19 975 610 Apr 2018 10 Apr 18 16 617 915 5.0 1 

VRESAP Feb 2018 4 May 18 41 066 543 Mar 2018 12 Apr 18 126 287 585 49.7 3 

MMTS-2 Feb 2018 4 May 18 19 147 937 Mar 2018 6 Apr 18 43 390 605 92.3 2 

KWSAP Feb 2018 7 May 18 11 290 978 Mar 2018 9 Apr 18 23 225 947 60.0 2 

MCWAP Mar 2018 4 May 18 25 236 830 Apr 2018 10 Apr 18 26 834 004 5.0 1 

All TCTA - - - - - 2 038 568 112 35.3 4 
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Ongoing Interventions 
   

 

 

We’re working with attorneys to amend the DMTN to reflect investor inputs. 
 
We’re engaging with National Treasury and DWS on the outstanding Guarantee and the DWS Accounts 
Receivables matter. 
 
We have moved up our procurement of Revolving Credit and Term Loans so that there is a Plan B if the 
DMTN Process is not concluded on time/market sceptism continues. 
 
We are investigating issuing an inflation-linked bond to replace the WS05 – to improve the chances of 
market demand for the volume of issuance we are hoping to do in June/July 2018.   
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• What is TCTA? 

• TCTA’s Governance and the Regulatory Environment  

• Why TCTA Receives Government Guarantees 
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Who are we? 
 

 TCTA is a Schedule 2 PFMA, State-Owned Entity. But it is not a corporate entity. There’s no TCTA 
Balance Sheet.  

 

 It is Non profit-making, it has no reserves and it operates on a cost recovery/break-even basis. 
 

 It reports to the Minister of Water and Sanitation (quarterly as per the PFMA) and to Parliament. 
 

 Established in 1986, by Notice 2631 in Government Gazette No. 10545, dated 12 December 1986 
(“Notice of Establishment”), to finance and build Delivery Tunnel North of the Lesotho Highlands 
Water Project (“LHWP”).  

 

 In 1994 its Mandate was expanded to include undertaking the financial obligations (in terms of the 
Treaty) of RSA on LHWP. 
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Who are we? 
 

 

 In March 2000, the Notice of Establishment was amended by Notice 277 in Government Gazette No. 
21017, to allow for Minister of Water Affairs to issue additional water infrastructure directives to 
TCTA in terms of Section 103(2) of the National Water Act (Act No. 36 of 1998). 
 

 Since then further mandates have been received to implement: 
 

 Berg Water Project (BWP); directive received in 2002 
 

 Vaal River Eastern Sub-System Augmentation Project (VRESAP): 2004 
 

 Mooi-Mgeni Transfer Scheme-Phase 2 (MMTS-2): 2008 
 

 Komati Water Scheme Augmentation Project (KWSAP): 2008 
 

 Mokolo Crocodile River (West) Water Augmentation Project (MCWAP): 2010 
 

 Acid Mine Drainage on the Witwatersrand Goldfields Short-Term Intervention (AMD STI): 2011 
 

 Acid Mine Drainage on the Witwatersrand Goldfields Long-Term Solution (AMD LTS): 2016  
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Governance Structure & High Level Organogram 
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Governance Structure: TCTA’s Board 
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Governance Structure: TCTA’s Board 
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Governance Structure: TCTA’s Executive Management 
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Regulatory Environment: The National Pricing Strategy for Raw Water 

The Water Pricing Strategy is set out in “A Pricing Strategy  For Raw Water Use 
Charges”, Notice No 201, Government Gazette No 29697, 6 March 2007.  

 

 It sets out government policy for the pricing of water use in terms of the National 
Water Act (Act no 36 of 1998).  
 

 Contains objectives, methodology and implementation strategy for setting water use 
charges for purposes of:  
 

 funding water resource management;  
 

 funding water resource development;  
 

 achieving equitable and efficient allocation of water; and  
 

 providing for a differential rate for waste discharges.  
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Regulatory Environment: The National Pricing Strategy for Raw Water 
 

The Strategy provides for the following water charges under these different 
circumstances:  

 

 

 

 

 

 

 

 

 

 
 

 

TCTA implements Government Water works and receives a Capital Unit Charge to repay the debt and 
meet its costs.   
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TCTA’s Place in the Water Supply Value Chain 

Households, & 

small commercial 

water users

Treated 

Water

Large Industrial 

Water Users:

Mining, Manufacturing, 

Electricity Generation

Water Tariffs

Water Tariffs

Water Boards

Provide bulk potable 

water

Municipalities 

Provide services to 

communities

Capital Unit Charge portion of water 

tariffs

DWS:

Management of Water Resources, 

Decides infrastructure requirements, 

Regulation, Tariff setting & collection. & 

ultimate responisbility for debt repayment.

Bulk Water

Bulk Water

Banks & Financial 

Markets

TCTA:

Water Infrastructure Funding & 

Implementation 

Loan Funds

Interest & Capital Payments

 

 Project structuring, tariff determination and financing 
arrangements & Debt Management 
 

 Project Management and Implementation 
 

 Mandates can be funded/off-budget (TCTA raises debt & 
implements) or unfunded (DWS pays for the project) 
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Summary: What does TCTA do 

 TCTA borrows funds to implement off-budget bulk water projects for the department 
 

o The Projects implemented by TCTA are Government Water works (i.e. the infrastructure belongs to the state, not to 
TCTA). 

o and receives a Capital Unit Charge to repay the debt and meet its costs.   

o TCTA’s asset is the right to receive the CUC.  
 

 Projects are strictly ring-fenced 
 

o Each has its own financial assets & liabilities. 

o No cross-funding is allowed. 

o It can happen that one project has large cash surpluses while another has a deficit – funds cannot be transferred 
from surplus project to the deficit project. 

 

 Only a Directive from the ministers of Water & Sanitation (with the concurrence of the Minister of 
Finance) can change this 

 

o For instance in April 2014 the Minister directed that the short term solution to AMD – previously funded by direct 
transfers from the fiscus – be funded through LHWP, with the tariff to be adjusted accordingly to recover the funds 
from the Vaal River users.  

 

 Borrowing Limits 
 

o Debt must remain within DWS and National Treasury approved borrowing limits. 
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Why does TCTA receive Government Support? 
 

In the popular narrative government guarantees have lately been associated with financial and 
operational inefficiencies at SOEs – so this is an important question to answer. 
 

TCTA has government support both as a legal requirement and because it funds and implements 
infrastructure on behalf of DWS. 

 

TCTA Receives Government Support:  
 

1. For LHWP as a consequence of the Lesotho Highlands Water Project Treaty - Subsection 6 of Article 
11 – “Financing Arrangements” of the Treaty states: 

 

 

 

 

 
 

o The LHWP guarantees for bonds and Commercial Paper are currently R25 billion 

o In April 2014 National Treasury agreed a joint guarantee of R43 billion for LHWP, AMD STI and AMD LTS (Jointly 
the Vaal River System Water Resources Development Projects (VRS)) 

o The documentation for this new guarantee is being finalised with the new VRS Programme Memorandum.  

 

 

 

 

 

 
 

(6) South Africa shall, with respect to all loans, credit facilities or other borrowings procured by the 
Lesotho Highlands Development Authority or the Trans-Caledon Tunnel Authority for the 
implementation, operation and maintenance of that part of the Project relating to the delivery of 
water to South Africa, provide such guarantees as the lenders of such loans, credit facilities or 
other borrowings, may require.  
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Why does TCTA receive Government Support? 
 

2. The second form of Government Support (sometimes called “Implicit Guarantees” to distinguish 
them from the LHWP guarantees, even though they’re quite explicit) is contained in the 
Implementation Agreements between TCTA and DWS for the other projects. 

These make it clear that TCTA is the implementation agent for DWS in these projects but DWS retains 
all the risk: 

 

 

 

 

 

 

 
 

This is because: 

 Government (DWS) retains ownership of the Infrastructure; and  
 

 TCTA has no balance sheet, profit or reserves and is thus in no position to shoulder the 

risk.  

 

 

 

 

 

 
 

RISK METHOD 

Construction risk – design, delay etc. 
Liquidated damages, insurance, performance bonds and retentions. Project 

failure is ultimately DWS risk 

Revenue collection Off taker default is DWS risk – TCTA is entitled to CUC from DWS regardless 

Yield of the system Tariff trigger – TCTA is entitled to request a tariff that will repay debt on time 

Demand risk Tariff trigger – TCTA is entitled to request a tariff that will repay debt on time 
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Why does TCTA receive Government Support? 
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Questions …. 
 TCTA Treasury Contacts: 

 

Nyiko Mageza 

(012) 683 1334 

nmageza@tcta.co.za 
 

Kennedy Ramashala 

(012) 683 1315 

kramashala@tcta.co.za 
 

Website: http://www.tcta.co.za 
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