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CORPORATE GOVERNANCE

The Board of Lesotho Highlands Development Authority subscribes to the values of good Corporate

Governance. In so doing, the Board and the management recognise the need to conduct the enterprise with

integrity in line with the provisions of paragraph 17 of Article 7 of the Treaty which states that "The LHDA

shall carry out its functions in accordance with Internationally Recognised Standards of managerial and

technical competence..."

AUDIT COMMITTEE

Having completed its first full year of activities, the Audit Committee is playing an increasingly important role
in providing assurance to the Board of Directors, that LHDA's systems of corporate governance are
adequate and effective, and accord with current best practice. The Committee is composed of non-executive
directors and is responsible for the oversight of:

• Financial Reporting,
• External Audit,
• Internal Control,
• Internal Audit,

• Corporate Governance.

INTERNAL AUDIT

Internal Audit is an independent appraisal function established to evaluate the quality of the Authority's
operations with particular emphasis on systems of internal control. This scope of Internal Audit's
responsibilities encompasses reviewing the adequacy and effectiveness of internal controls to ensure:

- the reliability and integrity of financial and operating information;
- compliance with policies, plans, procedures and laws;
- the safeguarding of resources;
- the economic and efficient use of resources;
- the achievement of established goals and objectives;

Internal Audit is responsible to the Audit Committee to which it has unrestricted access.

Also there are no restrictions on the scope of internal audit work.

CORPORATE CODE OF CONDUCT

The LHDA is committed to the highest standards of ethical behaviour, and the Authority's Code of Conduct

gives clear guidance on the expected behaviour of all employees. The code is contained in a Code of

Conduct for Directors and in Personnel Regulations for all other employees.

OPERATING PROCEDURES

Operating procedures encompassing all LHDA operations are in the process of being updated or developed.
These will provide essential guidance and standards to all employees in the operation of LHDA's systems.



CHAIRPERSON-S STATEMENT

Chaliperson Mrs H lvi Mhlanga

The period under review has in many respects been

the most momentous in the history of the Lesotho

Highlands Water Project. The realization of a long

cherished dream of delivering water to the Republic

of South Africa, and the award of the major

construction contracts to mark commencement of

the Phase 1B component, represented significant

milestones in the project.

The events of 22nd January, 1998, when King

Letsie Ill and President Mandela co-officiated at the

official inauguration of the Water Transfer

component were another piece of evidence to

demonstrate the bi-national character of the

Project. The presence at the occasion of the former

President of Botswana, Sir Ketumile Masire, and

the Namibian Minister of Agriculture and Water

Affairs also highlighted the regional nature of the

project. All of the four states mentioned are

members of the Senqu-Orange River Commission

which is looking into joint strategies on the

utilization of Senqu-Orange River Water. It was

again gratifying to have representation of the top

brass from the Financing and Construction

communities, with whom the glory of such an

outstanding achievement deserved to be shared.

The water deliveries have been maintained in
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accordance with schedules agreed by the officials

on both sides of the border, taking into account the

demand for water in the consumer regions of South

Africa.

Work is proceeding on schedule on the construction

of the Muela Hydropower Station, and completion

is targetted for December, 1998. As this will be yet

another first development of its kind in Lesotho, its

official opening will merit a celebration. The date of

22nd January, 1999, has already been earmarked

for this occasion, and preparations are underway to

make it a success.

The contracts for the Phase 1 B main construction

works were signed in December with a consortium

of construction companies that are already familiar

with the territory, which factor is notably important.

Hochtief of Germany, Impregilo of Italy and Concor

of South Africa participated in the construction of

Phase 1A, and the experience collected in that

Phase should stand them in good stead in tackling

labour and community relations issues that can be

quite delicate at times. I have full confidence in the

entire team that has been charged with the

responsibility of implementing this Phase of the

project, and that it will be completed on schedule in

2003. Of course the infrastructure, by way of roads

and other facilities provided at the Mohale Village,

will boost the development initiatives of the

Government and people of Lesotho. I am happy to

observe that during this reporting period, the

Lesotho Highlands Development Authority intensified

its efforts in mobilizing the communities and other

development agencies in the country, such as the

Lesotho Tourist Board and the Lesotho National

Development Corporation, to exploit the

opportunities that have been presented by the

project.

A
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The fund mobilization programme for Phase 1 

progressed satisfactorily during the period. It was

an interesting and in fact a rare coincidence for

foreign financing for Mohale Tunnel to be signed up

at the same time as the commercial contract, with

the Hong Kong Shanghai Bank (HSBC) of UK. It

was during December again that negotiations were

entered into with the World Bank for a loan of

USD45m that would go towards supporting

technical assistance and institutional capacity

programmes of the LHDA. Prior to this, negotiations

had been concluded with the European Investment

Bank for the provision of a loan amounting to

ECU54m for the financing of the full costs of the

Matsoku Tunnel and Weir. The continued

participation of these esteemed financing

institutions in the project has added a lot of value

towards ensuring that the works are implemented to

the highest international standards, and that the

required financial discipline is maintained in the

management of the project spin-offs.

One of the key conditions of the World Bank loan

was for the Lesotho Highlands Water Revenue

Fund to be reformulated. Consultations were held

through a series of workshops with the relevant

stakeholders to develop new rules and regulations

as to how the Fund should be operated. By the

close of the period a draft operations manual had

been developed and was presented to the Cabinet

of the Government of Lesotho for review and

subsequent approval. A recommendation was

made for the name of the Fund to be changed to the

"Lesotho Fund for Community Development". The

officials of the Lesotho Highlands Development

Authority and the Trans Caledon Tunnel Authority

have worked diligently to ensure that invoicing and

payment of royalties into the Fund are handled in

the most efficient manner.

experiences, the value of proper planning and

consultation with the affected communities

becomes distinctly recognizable. Most of the

problems that were encountered under Phase 1A

with regard to compensation and other social

issues have been minimized through the

establishment of the community participation

structures in drawing up the necessary strategies.

The extension and application of the new

compensation policy to the Phase 1A area should

be viewed as an attempt to subject all communities

affected by the project to an equitable treatment.

The Transformation Process within LHDA has put a

lot of emphasis on stakeholder consultation, and

this has had the benefit of not only eliminating

certain negative perceptions, but also went a long

way in bringing about the desired partnership

between the communities and the project.

The objective of improving efficiency in the delivery

of service cannot be achieved by the internal

transformation alone without addressing the total

environment within which the project operates. In

this context, the governance issues have been

thoroughly reviewed by the Parties in order to

create a climate that would permit the LHDA to

function as a first class organization. The Parties

have agreed to the principle of converting the Joint

Permanent Technical Commission (JPTC) into a

high level policy body which would provide strategic

guidance and control to the project, thereby leaving

the day to day running of the Authority in the hands

of the Board and Executive Management.

The modalities of revising the enabling legal

instruments had reached an advanced stage by the

close of the period under review.

As I indicated in my introduction, 1997/98 was quite

an eventful year in the life of the project, and the

When one looks at the progress attained on the 	 success recorded is the fruit of hard work and

implementation of the Environmental Action Plan 	 sacrifices made by individuals and various groups,

against te background of the Phase 1A 	 all of which I should thank and congratulate.
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CmEFExEcunvE ys STATEMENT

Chief Executive Mr M Marurno

The year ending 31 March 1998 was another year of
substantial progress on the Lesotho Highlands Water
Project. We embarked on the ambitious transformation
process while at the same time striving to meet the
challenges facing us.

This report will focus on progress achieved in the areas of
Engineering Works: Environmental and Socio-economic
aspects as well as the future of the organization.

ENGINEERING WORKS

On the Engineering Works, the period under review was
highlighted by the inuguratation ceremony of the Water
Transfer component of Phase 1A of the Project. The
occasion was honoured by the attendance of Heads of
State of the Republic of Botswana; Republic of South
Africa and the Kingdom of Lesotho on 22 January, 1998.
However, water deliveries to South Africa commenced on
January 10th through the 'Muela bypass since the
Hydropower works were still in progress.

'cnturc of Impregilo of Italy , Hochtief of Germany and
Concor Holdings (PTY) Ltd of South Africa. Impregilo will
lead the venture for the construction of Mohale Dam and
Hochtief will take the lead in the construction of the
Mohale Tunnel and the Matsoku Tunnel and Weir. The
Mohale Advance Infrastructure was virtually complete
and ready for handing over in May 1998. The anchor
feature of this project component is the state-of-the-art
Mohale Village which boasts of a variety of services
ranging from health, recreational, to commercial facilities,
all of which are intended to ensure the comfort and safety
of the multi-national work force at Mohale. Of course, in
keeping with the LHDA's commitment to improve the
quality of life generally in Lesotho, these services will be
accessible to the wider Mohale community.

ENVIRONMENTAL AND SOCIO-
ECONOMIC BENEFITS

The Environmental Action Plan for Phase 1  comprising
Public Health Plan , Resettlement, Rural Development
and Natural Environment and Heritage, was developed
and approved by the Project Authorities.

The first stage of resettlement for 95 households affected
by the project in PhaseiB was initiated.

The compensation policy for Phase 1A was reviewed and
amended in line with Phase lB Compensation Policy
which was derived from a thorough consultative process
with the communities, and it is this consultation that forms
the cornerstone of LHDA's relationships with the
stakeholders.

Eco-Tourism development within the Project has been put
high on the agenda of the LHDA. To this effect, a contract
was awarded for the development of Ts'ehlanyane Nature
Reserve, 'Muela Visitor Information Centre, conservation
and improvement of Liphofung cave and the development
of Bokong Alpine Reserve.

Health promotion, disease prevention including capacity
building for the project affected communities remained a
priority of the LHDA in conjunction with the Ministry of
Health and Social Welfare.

Construction of the 'Muela Hydroelectric Power Station
went on with a noted satisfactory pace. The reservoir of
'Muela was filled to its maximum retention level. As part
of the testing of the various components, water was
passed over the spillway section.

In terms of the current schedule, the first unit of the
Hydropower station will start to function by the middle of
August. The second unit will begin operations towards the
end of September while the third unit becomes
operational at the end of November, with full
commissioning at the end of the year. The official
inauguration of the Hydropower will take place on 22
January 1999 as planned.

Phase 1 B of the Project is already under construction
with all major civil works contracts awarded to a joint

LESOTHO HIGHLANDS DEVELOPMENT AUTHORITY

In order to ensure long term sustainability of health
delivery programmes to be implemented by the Ministry
of Health, the LHDA supported the Government's
initiative in National Immunisation Campaign for
Eradication of Polio in Lesotho and continued to provide
training for Ministry of Health's staff for the eventual take-
over of health care facilities by the Ministry.

DIRECT BENEFITS

The incremental benefits for the project are substantial.
These include permanent benefits which accrue as a
result of Water Transfer, as well as transitory benefits
relating to the construction activities. The primary
permanent benefit to Lesotho, however, is the, water
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royalties paid by the Republic of South Africa. I am
therefore pleased to report that during the period under
review, revenues totalling slightly over M218,6 million
have been paid in to the Lesotho Highlands Water
Revenue Fund (LHWRF) by South Africa.

The 'Muela Power Station will make Lesotho self-
sufficient in electric power and as a major energy import
substitution it will make a substantial contribution to the
balance of payments situation. As alluded to earlier on,
the first of three turbines at 'Muela will start generating its
power with an initial capacity of 24 MW . The resulting
power benefits are estimated at M24.7 million in the first
year and totalling M727.5 million in the year 2005 when it
will produce an initial profit of M6.9 million.

INDIRECT BENEFITS

Among other permanent benefits one can mention
infrastructure that has been created through construction
of roads, housing, power and telecommunications
systems. This will be extremely important in the future,
particularly in the development of regional tourism and
commerce. The importance of health clinics to the
communities in the project area can also not be over
emphasized.

The short-term benefits during the construction period
include job creation. Phase 1 B of the project will generate
an estimated 1,200 jobs directly related to construction,
90 per cent of which will go to Basotho. In addition, sub
contracting and supply opportunities are expected to
generate M140 million for Basotho companies. Southern
African Customs Union (SACU) revenue associated with
the project and related economic activity is expected to
amount to another M300 million.

FUTURE CHALLENGES

During the past year, LHDA has undertaken a
transformation process which has focused on the key
issues that we need to address.

The transformation process basically had two distinct
features. First, restructuring and reorganization of the
LHDA. Secondly, the development of corporate culture
that LHDA needs to adopt for the future.

The restructuring and reorganizing activities incorporated
implementing the new Organizational Structure,
preparations for all position descriptions for all positions
in the new structure, implementation of the Paterson Job
Grading System and evaluation of all position descrip-
tions to a new grading structure, development of a new
remuneration strategy, development and implementation
of staff separation policies and procedures, and conduct
of employee counselling and support services.

Lesotho, and where no suitable candidates were
identified an international sourcing process was set in
motion. Below section head level, staff were placed into
positions depending on three choices as identified by
them within the new structure.

As part of the selection, appointment and placement
process, all staff undertook suitability assessment tests
which identified potential to work at specific levels in the
organisation. These tests plus outcomes from the
appointment and selection process identified specific
training needs for specific employees. These have been
consolidated into a training needs data base for use in
training and manpower planning activities.

With regard to Corporate Culture Transformation, LHDA
adopted a top-down, bottom-up and inside- out approach
to obtain contributions from staff, communities, NGO's,
donors and financial institutions which resulted in the
development of a shared purpose and vision for the
LHDA to operate in the future.

This shared vision, which will be developed at the
Stakeholder Conference in June 1998, will be implemen-
ted and rolled out to staff and other stakeholders through
a programme of smaller workshops to ensure sustain-
ability of this process.

The huge LHWP, which incurs enormous costs, requires
a robust and effective information system that supports
the current and future needs of the Authority. The
commencement of 'Muela operations, challenges raised
by the "Millennium Problem" and other changing financial
reporting requirements have necessitated the replace-
ment of our computerized accounting and Treasury
Systems.

In August 1997 the LHDA made a decision to replace its
systems with SAP/R3 systems. SAP(Systems Application
Products) is a total management informatiom system. It
will help LHDA to fulfil its vision of becoming a World
Class Organization. The system is expected to go live on
11 December 1998.

A Corporate Planning Branch is in the process of being
established. The main purpose of this function will be to
support management through the provision of a
comprehensive, high quality planning and performance
measurement service that enables the achievement of
corporate goals and objectives through the efficient and
effective use of resources. This Branch will also be
responsible for maintaining a framework of corporate
policies and procedures.

This year has been a year of tremendous change for all
of us and in conclusion, I would like to thank everyone for
the continued team work that has achieved so much for
the LHWP, in the midst of all sorts of difficulties presented
by the otherwise much valued transformation process.

In August 1997, the new LHDA Organizational Structure
was approved by the LHDA Board. A process of selection
and appointments of staff into the new structure was
undertaken. This affected all positions from general
manager to section head level. Staff were given the
opportunity to apply for three posts of their preference
'.vithin the organization. Those posts that could not be
filled from wflhthe Lj-IDA were publicly advertised within
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Salient features of the
1997198financial  year

La

1. INSTITUTIONAL
DEVELOPMENT

Following upon the completion of the Organisation
and Manpower Study, LHDA's new structure was
approved in August 1997 and a selection and
appointment procedure was adopted to appoint
individuals based upon tailoring qualifications,
knowledge, skills and abilities to appointments to
particular positions. Revised position descriptions
were developed for all positions within the structure
and all positions were graded using the Paterson
grading system. Grading was carried out internally
through creation of Grading Committees, the
members of which were fully trained in grading
techniques.

The majority of staff have now been placed in the
new structure and a separation policy was
developed and approved to make provision for
those who could not be placed. Concurrently, a
process of change management has been initiated
to bring about improvements and strive for
excellence in the way LHDA conducts its affairs.
This process was fully participative involving
employees in Change Cluster Teams or as Change
Agents within their respective areas. Involvement in
the process was extended to all stakeholders of
LHDA and a Stakeholders Conference is planned in
order that a shared vision can be evolved amongst
all stakeholders - employees, donor agencies,
affected communities, the Treaty Parties and
NGO's.

With the structural changes complete it remains for
the Authority now to move forward with its proposals
for cultural transformation under a common vision
whereby performance and output will play a
continuously increasing part.

2. CORPORATE SERVICES
GROUP

The 1997/98 Financial Year saw the implementation
of the ne..' organisation structure. This' included the
creation of a Corporate Services Group that is to

provide specialist support services to the operating
Groups of the LHDA. These services are:

- The development and maintenance of an
effective information system that supports the
current and future needs of the Authority.

- The provision of an effective legal and insurance
placement service to the Authority and its
managers, ensuring that the Authority is protected
from the major risks it is exposed to during the
conduct of its operations.

- The development and implementation of an
effective human resource service in order to provide
the Authority with competent and well trained
employees working under a well structured
industrial relations system.

- Providing effective business management
support through the provision of strategic and
business plans and undertaking specific studies to
improve business and commercial management.

- Identifying and monitoring performance of the
Groups against performance targets and
objectives.

- Coordinating these services within the Authority
so that multi-disciplinary professional expertise is
brought to bear on the resolution of the Authority's
business problems and undertakings.

3. ENGINEERING &
CONSTRUCTION

3.1 WATER TRANSFER PHASE 1A

3.1.1 KATSE DAM

The taking over certificate for Katse Dam was
issued on 7 May, 1997 and the remaining
appurtenant works were effectively completed by
31 March, 1998. The reservoir filled to its full supply
level representing a storage volume of 1950 million
cubic metres. The final accounts for the contract are
in preparation.
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3.1.2 TRANSFER TUNNEL AND
DELIVERY TUNNEL SOUTH

Both tunnels were completed during the year. Wet
commissioning of the tunnels started on schedule
in September 1997 and was essentially complete
by October 1997. A few minor problems with the
mechanical and electrical equipment were
discovered and most were rectified during this
period. The tunnels were dewatered at the end of
commissioning and no defects were found. LHDA
took over the tunnels on 22 September, 1997.
Water transfer to the RSA commenced on 8
January, 1998.

However on 23 February, 1998 it was necessary to
interrupt water transfer so that the tunnels could be
dewatered once more to effect the remedial work to
the Muela By-Pass reported below and to
implement the water take-off facilities at the Hlotse
adit. Water transfer is scheduled to recommence at
the end of April 1998. The final accounts for the
contracts are in preparation.

3.2 HYDROPOWER

3.2.1 'MUELA DAM

Muela Dam and appur-
tenant works including the
operations building were
completed and taken over by
LHDA on 1 December, 1997.
The reservoir has been filled
to its maximum retention
level of 1775 m.a.s.l. Water
has been passed over the
spillway section and cas-
cades and the energy
dissipation works have been
satisfactorily tested.

3.2.2 'MUELA POWER
STATION

All concrete works were
completed by February 1998
allowing unimpeded access
to the mechanical and
electrical installation con-
tractor. Completion of other
works was proceeding on
schedule. During the wet commissioning of the
water transfer works the main seal of the Station
By-Pass guard valve failed. Repairs to the seal and
remedial work to the energy dissipation valve and
stilling basin necessitated the temporary cessation
of water transfer to the RSA.

3.2.3 'MUELA ELECTRICAL AND
MECHANICAL WORKS

Erection of the first turbine was almost complete
and installation of the first generator was well
underway. Work has started on the second turbine
and generator. The first unit was scheduled to
become operational in July 1998 with the other two
units following in September and October 1998
respectively. Gate and valve installation was also in
progress. The transformers and switchgear have
been installed and commissioned. Eighty percent of
the transmission line towers have been assembled
and erected and stringing of the lines has
commenced.

3.3 WATER TRANSFER PHASE I 

All three main Phase 1  civil works contracts have
been awarded to one joint venture contractor.

3.3.1 MOHALE DAM

Tender documents for construction of the Mohale
Dam were issued to seven prequalified contractors

on 7 July, 1997. Seven
tenders were received on 13
October, 1997 and were
evaluated by 5 December,
1997. Negotiations with the
lowest tenderer were
completed during March
1998 and the contract was
signed on 17 March, 1998.
The contract commence-
ment date is 25 March,
1998. Mobilisation is
underway. Final design and
preparation of construction
drawings are in progress.

3.3.2 MOHALE
TUNNEL

At the start of the reporting
period tender documents for
construction of the Mohale
Tunnel had been issued to
seven prequalified contract-
ors. Seven tenders and three
alternative tenders were
received on 16 June, 1997.

These were evaluated by 19 September, 1997.
Negotiations with the lowest tenderer commenced
20 October, 1997, and the contract was signed on
18 December, 1997. The contract commencement
date was 2 February, 1998. Mobilisation is
underway and tunnel boring machines have been

Installation of the second turbine at 'Muela.
(Photo: Mope L.epeiesana)
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inspected. Final design and preparation of
construction drawings are underway.

3.3.3 MATSOKU TUNNEL AND WEIR

At the start of the reporting period tender
documents for construction of the Matsoku Tunnel
and Weir had been issued to eight prequalified
contractors. Five tenders were received on 18 July,
1997 and were evaluated by 30 September, 1997.
Negotiations with the lowest tenderer commenced
10 November, 1997 and the contract was signed on
18 December, 1997. The contract commence-
ment date was 2 February, 1998. Mobilisation is
underway. Final design and preparation of construc-
tion drawings have been started.

3.3.4 INFRASTRUCTURE

Work on the pro-
vision of electric
power for con-
struction and the
construction of
access roads, town-
sites, the commu-
nications system
and other infra-
structure for the
three main civil
works contracts
continued and was
in its final stages of
completion by the
end of March 1998.

Construction.

4. OPERATIONS AND
MAINTENANCE

4.1 DAM SAFETY & SURVEILLANCE

(a) Performance of Structures

Katse Dam:

Based on the regular inspections surveys and
instrumentation data, no deviation from expected
performance of the arch were observed. The
surveys and the analysed data show that both
displacements and seepage are within the
boundaries of predicted allowable values.

The preformod joint has opened less than one
quarter of the expected opening. The energy

LESOTHO HIGHLANDS DEVELOPMENT AUTHOR ITV

dissipation observed from falling water shows that
the spillweir is performing satisfactorily.

MueIa Dam:

Generally the behaviour of the dam was found to be
in line with the expected performance.

(b) Installation of Instruments

All embedded instruments and data recording
equipment, at the Katse Dam & appurtenant works,
were installed and commissioned by the end of
1997.

(c) Works in Progress (Katse)

Installation of the following instrumentation started
but is not com-
plete: Automatic
flow recorders in
the preformed joint
feeder system;
corn p u t e r i s e d
pump monitoring
system; v-notch
weirs in the galle-
ries and; perma-
nent geodetic and
precise survey
brackets and mo-
numents inside the
galleries	 down-
stream of the arch.

Ph,,(,): ,%fope l.epelt'sana)

(d) Outstanding Works

Katse Dam:

The outstanding works on schedule include:
installation of additional joint meters across the
preformed joint; the establishment of a
communication link between the computers in the
dam control room and operations building; erection
of GPS survey monuments.

(e) Recruitment and Training

The Branch is in the process of recruiting a third
technician. The staff were trained in dam
inspection, monitoring equipment, data collection
and analysis etc. They are now being trained 00

geodetic surveys and use of Trivec equipment and
several needed computer software packages.
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4.2 OPERATIONS PLANNING

(a) Study of Water Resources
Management (WRM) Policies and
Strategies.

The draft WRM policy document was prepared and
distributed to stakeholders, within the country, for
comments. These comments are being incorporat-
ed in the revised document that will be presented to
the Government.

(b) Water Deliveries / Royalty Invoicing
Procedure

The computerised version of the invoicing
procedure was refined and is now fully operational.
It is used for computation of the fixed and variable
components of the LHWP royalties. The variable
royalty components, (operations and maintenance)
for water delivered to RSA since commissioning are
to be paid by April 1998. Over 85.269 Mm3 of water
has already been delivered. The annual schedule of
water deliveries to RSA, from January 1998, has
been agreed with the JPTC.

(c) Operations Planning Models

Three planning models were developed. These are
the long term planning / water management model;
the short term hydropower / monthly load
scheduling management model and the load
forecasting / daily load management model. The
latter is yet to be finalised in consultation with Gibb
under ABB's Contract LHDA 134.

(d) Water quality monitoring

- Kao Mining Operations Pollution:

Pollution of Katse reservoir by Kao Mining
operations is being monitored closely. An
information package was prepared to highlight the
effects of these operations and for the Ministry of
Natural Resources and Department of Mines and
Geology to take remedial measures.

- Field and Data Processing Operations:

Field operations are continuing on a routine basis in
relation to data collection within the hydrometric
network in the Katse Dam area and around Kao
Mines. Three computerised water resources
databases namely; flow, water quality and rainfall
were established and are being updated monthly.

4.3 OPERATIONS AND
MAINTENANCE

O and M Branch personnel completed their
overseas training by mid 1997 and moved into the
new Operations Building at the 'Muela site. The bulk
of their training was completed in Ireland conducted
by ESBI with the remainder conducted by ROTEK
in South Africa. The training consisted of classroom
instruction and attachment to operating field units.

As part of the SAP Work Management System the
O and M Branch business processes were design-
ed and approved. The design of the processes was
a major undertaking that produced exceptional
results. The construction and implementation of the
Work Management System will be completed by the
third quarter of 1998.

Various other processes / regulations have been
designed in order for the Branch to become fully
functional as the equipment is handed over to
LHDA for operation. Some of the items are: high
voltage regulations and safety rules, incident
reporting and investigating guidelines, housing
guidelines, personnel regulations, authority matrix,
vehicle guidelines, document handling procedures,
and job descriptions.

The bulk of the 0 and M Branch staff since arriving
on site in mid 1997, have been taking part in
training conducted by various contractors as well as
being attached to the contractors during erection
and commissioning. The training and attachments
have been a tremendous development tool for the
staff. There have been a few problems with the
attachments but on the whole the staff and
contractors have seen the exercise as a success.

5. ENVIRONMENT AND
SOCIAL SERVICES

5.1 RURAL DEVELOPMENT

5.1.1 AGRICULTURAL PROGRAMMES

Fisheries Development:

The project was contracted to the JLB Smith
Institute of Ichthyology in June 1997. The contract
worth M6,280,140 is for four years and the training
component is already underway. One student
completed honors studies and is enrolled for the
MSc programme at Rhodes University.

Draft fishing regulations have been prepared and
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presented for approval / ratification by Government.

Work started on the Katse reservoir-zoning plan
and will be completed in May 1998.

Mountain Horticulture and Field Crops:

A total of 4,400 fruit trees of Pomes, None Pomes
and vines were purchased, and 12 commercial
orchards were fenced. Action was taken to arrest
the presence of aphids and blight which could
jeopardize the potato seed multiplication program.

5.1.2 AGRICULTURAL LAND
MANAGEMENT

Community Forestry

61,000 tree seedlings were planted in 27 villages.
The survival rate was 60%. A greenhouse has been
erected to increase the capacity of the nursery by
46,000 seedlings.

Range Management

Installation of infrastructure was completed on the
Maliba-Matso / Matsoku Range Management Area.
A breeding programme continued with the
introduction of six bulls.

Tourism Programme

The main focus on the project was to advertise and
create an interest for investment in the LHWP area,
particularly the mountains, and to put in place
legislation with better incentives for tourism
development. The two information centres at Katse
and Muela were in the process of being designed.

5.1.3 NATURAL ENVIRONMENT AND
HERITAGE SECTION

Biology Monitoring

Biology Monitoring continued on vegetation, fish,
birds, wetlands, reptiles and amphibians under
contract No. 615 in the Phase 1A area. A socio-
economic survey indicates that people perceived
changes in their resource base as negative. This
however indicates increase in the presence of fish
due to the presence of the lake. Flora has improved
and this is attributable to good rainfall. The
terrestrial bird species have decreased due to
inundation. Overall, no serious environmental
impacts have been observed on the biological

lAarea.

Erosion and Sedimentation

The first phase of a study on erosion and
sedimentation was completed and the results
indicate that the Mohale catchments have higher
erosion rates than the Katse catchments. There is a
need to validate the sediment yield model through
data collection, input and analysis in the next phase
of the study.

Soil conservation measures to protect cropland
from erosion were implemented in both the 'Muela
and Katse catchments. 4,000 metres of storm water
diversion furrows were constructed and 12,000
trees were planted.

Heritage Conservation Programme

Heritage resources were rescued from
archaeological excavations before inundation at the
'Muela inundation area. The rescued human
skeletons, indicative of a double burial of mother
and child are being analysed to determine the
probable date of burial. This will also reveal when
settlement at the site occurred.

Environmental Awareness

Enhancement of environmental awareness
continued in both the Phase 1A and lB LHWP
areas. The recycling programme continues. Can
crusher shelters were constructed and can
crushing continued at the Katse Village site. Ha
Lejone, Butha-Buthe and Mohale sites are ready for
can crushing operations. Contract LHDA No. 611,
Enhancement of Environmental Awareness, was
awarded to Arca Consultants. Plans are underway
to educate the rural communities on environmental
awareness.

Katse Zoning

Terms of Reference for zoning of the Katse Dam
area utillisation have been completed and the plan
is to implement the study and put in place a Katse
Dam management plan during 1998 / 99.

Tnstrcam Flow Requirements

Contract LHDA No. 648, lnstream Flow
Requirements was awarded to Metsi Consultants.
Data collection on water quality, biological
resources, hydrology and hydraulics continued. A
Planning Workshop was planned for early April
1998 and the instream flow requirements should be
complete by April 1999.
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Nature Reserves

Plans	 for	 im-
plementation of
nature reserves
through Contract
LHDA No. 604 are
completed. Con-
struction of access
roads and build-
ings infrastructure
began early in
1998 / 99. The
advanced commu-
nity participation
strategy for this
contract is completed. Communities will participate
throughout the implementation of the contract.

Environmental Impact Assessment

The Phase 1 B Environmental Impact Assessment
was completed during the year. Environment Action
Plans have been developed and programmes to
mitigate impacts will be implemented during the
1998 / 99 financial year.

N'laloti Minnow Conervafioii

Contract No. LHDA
110. Maloti Minnow
tish was completed
and the final report
"viII be issued early
in 1998/99.

• Monitoring &

Information

Branch

Within the Environ-
mental Information
Unit	 (EIU) the

Acquisition and Resettlement Management System
(ARMS) was established. ARMS is a management
information system designed for projects which
require the acquisition of land, the compensation
and resettlement of people and the monitoring of
social and environmental parameters. The Panel of
Environmental Experts has described this system
as world class output.

Other projects undertaken by the EIU are tabulated
below.

SPECIFIC PROJECT REPORTS

Project No. Title

1	 A Study of the Quality of Arable Land affected by the Mohale Reservoir

2	 Water Quality Monitoring System

3	 Resolution of Compensation Disputes and Upgrading of Compensation and Monitoring
Information, Phase 1A

4	 - Infrastructure Planning, Phase lB

5 -	 Watershed Monitoring

6	 Use of Geographic Information Systems to Monitor Reservoir-Induced seismicity at Katse

7	 Human Pressure on Arable land, Mohale

8	 Selection of sites for the Deposition of Excess Topsoil, Mohale

Nature Reserves

(i) Bokong	 - boundary outline and survey
marked

- area is 180 ha.
- perimeter is 21.5 km

(ii) 'Muela	 - Proposed Reserve outline
surveyed

IrriaUon Schemes

(i)Tsehlanyane	 - Surveyed fields for 40

persons consisting of an
area of 23 ha, spreading
down the Tsehlanyane River
Valley on either side for over
7km.

• Compensation

(i) Completed survey for Muela sweep-up tree
clusters before inundation of the dam.

(ii) Completed cadastral and topographical surveys

LESOTHO, HIGHLANDS-DEVELOPUENT AUTHORITY 	 13 ' - LESOTHO HIGHLANDS DEVELOPMENT AUTHORITY

?4-



The Section has been involved in procurement, at
distribution, in concert with Commercial Servic(
Branch, of maize, beans and fodder. Table
provides a summary of procurement ar
disbursements. Cash compensation has also beE
provided. The Section has been participating fully
the construction contracts to resolve any emergir
compensation complaints.

TAI_E 1: SUMMARY OF COMPENSATION DISBURSEMENTS: 1997/98
COMMODITY I	 AMOUNT	 NUMBER OF
FEATURE	 UNIT	 QUANTITY	 PAID	 HOUSEHOLDS
Phase 1A  	 IN MALOTI
Maize 	 Tons	 1 540,95	 1 062 154.82	 2 410
Beans	 Tons 	 175674,50	 2410
Transportation of Maize & Beans*	 __ ______________ 201 37957
Fodder	 Bales	 53 800,00	 780 100,00	 42 communities
Transportation of Fodder  	 250 000,00
Arable Land	 Hectares	 0,60	 6934,39	 10
Garden land	 Hectares	 0,48	 29 390,48	 15
Thickets 	 Hectares	 1,36	 13558,00	 5
Fruit trees 	 Number	 _______ 5	 652,00	 1
Fuel trees (Firewood)	 Number	 2	 130,04	 1
Total Amount Paid 	 2 519 973,80

for Mapeleng Resettlement Village, Layout
Planning, Pegging and Surveying. Also assisted in
the allocation of the new plots with the local
authorities (VDC's).

(iii) Completed topographical surveys for proposed
Mohale Resettlement sites.

• Requests
(I) Completed the topographical survey of Ha
Lejone for the proposed hotel site for tourism.

(ii) Cadastral survey of Liphofung Nature Reserve
and submission to Lands Surveys and Physical
Planning for lease processing.

(iii) Land acquisition documents for Phase 1 B
repeater station sites.

(iv) Survey of boundary outline of initial proposed
'Muela Information Centre.

(v) Procurement arrangements of Global Position-
ing System (GPS) technology.

(vi) Preparation of Request for Proposals for
Mohale Demarcation and remaining arable land in
Phase 1A.

5.2 COMPENSATION AND
RESETTLEMENT SECTION

The revised Compensation Policy was approved
both the Government of Lesotho and the JPTC
provides for more compensation options and
base dated April, 1996. In Phase 1B, it has be
applied as part of initial planning. Application of
Policy in Phase 1A, however, involved commun
awareness and canvassing all households curren
receiving grain to solicit their opinion; da
collection and data entry are 95% complete. TI
Policy provides for escalation. The first escalatit
was applied for the 1997 / 98 Financial Year at ti
rate of 8.8%. This has been approved by the JPT
The next escalation is due for April 1999.

* = Covers both 1 A & 1 B
Phase 1 
Maize	 Tons	 21,53
Beans 	 Tons	 0,67
Land purchase	 Hectares	 13,14
Arable Land	 Hectares	 5,84
Fruit Trees	 Number	 4
Kraals	 Number	 69
Stables	 Number	 8
Disturbance Allowance	 Maloti
Total Amount Paid
Grand Total

	14 840,32
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2445,50
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386 118,00
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15840,17
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826,88

	

67 972,95
	

57

	

26 957,00
	

8

	

522 240,00
	

98
1 038 653,82
3 558 627.62
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5.3 PUBLIC HEALTH

Public Health Section of the ESSG was
understaffed during the period 1997 / 98 with the
Public Health Specialist as the only staff at the
headquarters, the Public Health Teams in Katse,
Butha Buthe and Lejone were incomplete and there
was no Team at Mohale. This was attributable to the
ongoing transformation process. Despite this the
section made significant progress in finalizing the
Public Health Action Plan for Phase 1 B, initiated the
process of re-designing the Phase 1A Environmen-
tal Action Plan, backstopping for the Field
Operations Team's public health work, contributing
to the health and safety aspects of the major Phase
1 B contracts, and supervising the management of
the Leribe Trauma Unit.

Health Promotion and Disease
Prevention:

Activities included campaigns at Katse, Butha
Buthe and 'Muela against STD's, HIV and AIDS,
immunizable diseases, nutritional disorders and
accidents, targeting the local communities and the
contractors workforce in the Phase IA area.

Care Lesotho, a local NGO, was involved in the
STD / HIV I AIDS awareness campaigns.

Efforts were initiated to involve other local NGO's
e.g. women's groups, in health promotion activities.

Plans to review the school health program were
initiated.

Health Monitoring and Disease
Surveillance

An activity that was a significant achievement
during this period was the training of village health
workers in growth monitoring and morbidity
surveillance with participation from the four
catchment areas. This will ensure regular
monitoring of the health impact among the most
vulnerable and sensitive members of the local
population i.e. children under five.

Water and Sanitation in Phase 1A

Just about 200 additional households received
protected springs and sanitation in Phase 1A. Site
visits between the public health sector and
Infrastructure Branch to Phase 1A sites
demonstrated a need for reviewing the approach to
the current water and sanitation program. This has
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been done and reports produced, in which a better
collaborative approach in the implementation of this
program is proposed.

Water and Sanitation Phase lB

With the assistance of the Public Health team
members from Lejone, school sanitation
construction was initiated in Phase 1 B. The
approach adopted was found to be problematic and
has been revised. A new proposal is under
discussion to use the local health service area
under Ministry of Health and Social Welfare
(MOHSW) at Mants'onyane.

Monitoring of Industrial Hygiene,
Occupational Health and Safety

During the report period the LHDA Policy on
Industrial Hygiene, Occupational Health and Safety
was incorporated into the major Phase 1 B contracts
LHDA 2007 and 2008. The sub-contract to provide
medical services was reviewed and procedures
adopted.

Immunisation

The Public Health team participated in the annual
National Immunization Days. This years coverage
rate for EPI rose to 80%.

Local Capacity building

Training for Traditional Birth Attendants was
undertaken for the Lejone area and the trainees
provided with delivery kits.

STD Surveillance

A major achievement this year was the
establishment of syphilis screening using VDRL in
the Katse area. 460 cases were tested for syphilis
and counselled. The BDRL positivity prevalence is
20% among antenatal mothers and 47% among
STD patients for the Katse area. The establishment
of an HIV surveillance centre continued to have
problems but it is expected that it will be established
within the 1998 year.

The Leribe Trauma Unit

This unit continued to provide essential emergency
care services for both the construction workforce
and the local communities. The cost-recovery
program of the unit was reviewed and a report is
under preparation. A new organizational structure
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for the unit with clearer description of respons-
ibilities was produced.

The process of the phased handover of the unit to
the MOHSW was initiated.

Development and implementation of a
data management system for all
medical records in LHWP clinics:

This process was initiated as part of the major
Phase 1 B contracts. The formats have been
reviewed with MRI. the medical sub-contractor.

Preparation of the Public Health Plan as
part of the overall Environmental
Action Plan:

This process was
initiated as part of
the major Phase
1 B contracts. The
formats have been
reviewed with MRI,
the medical sub-
contractor.

The Section de-
veloped and wrote
the Public Health
Plan for Phase 1 B,
incorporating per-
formance indi-
cators, the budget-
ary and human
resource needs
and the organiza-
tion structure for monitoring the implementation of
the plan. The plan was based on the health impacts
identified by the Economic Impact Assessment.

LHDA Internet WWW site and Home
pages:

The section and in particular the Public Health
Specialist developed and maintained the LHDA
Internet WWW site and home pages. The standard
of the web site is now good and comparable to
those of other international organizations.

6. PROJECT FINANCING

Mohale Tunnel (Contract 2007) was funded by
mixed export credit / commercial facilities for the
foreign component, in accordance with the
financing proposals of Deutsche Morgan Grenfell.
These were negotiated with HSBC Investment
Bank plc whose "stand-alone" funding was the most
competitive, and the documentation was signed at
the same ceremony as the award of the contract.

Matsoku Diversion (Contract 2008) is to be fully
funded by concessionary facilities provided by the
European Investment Bank (EIB'). These were
negotiated by the LHDA in November 1997, and will
be signed once the Second Protocol to the Lome
Convention has been ratified by all the member
states, which is expected to be by mid 1998. The
concessionary element of up to 4% interest saving,
will be used by Lesotho i n accordance

with the provisions
of the Treaty.

Mohale Dam
(Contract 2009) is
to be funded under
the Second Frame-
work Agreement
between the RSA
and the EIB, which
was signed in
March 1998. This
is the first project
to be funded under
this agreement,
and the funding is
expected to be
signed early in the

The funding will be made
as cost-related payments

under the terms of the Treaty.

Other important funding for Phase lB involves the
World Bank (IBRD') and the Development Bank of
Southern Africa (DBSA').

Negotiations have taken place with the IBAD for a
facility of $45 million for the funding of technical
assistance and institutional support. This is being
presented to the Board of the IBRD in April 1998,
and should be in operation by end 1998. It is
possible that this facility will be supplemented by a
credit line for some Maloti 70 million for local
expenditure.

1998/ 99 financial year.
available to the LHDA

A facility for M58 million to finance construction
power at Mohale has been signed with the DBSA.
Negotiations are in the final stages for loans
totalling M125 million for Construction Communities
and Mohale Camp. Further offers are on the table
for M250 million for environment and a similar figure
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6.1 PHASE lB

Significant steps were taken during the year to fund
the major works contracts of Phase 1 B, all three of
which, after due technical and financial appraisal,
were awarded to the same Italian / German / South
African consortium.
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A conducted tour during a visit by	 of LFIDA and 1_EC to
Muela Power House.	 l'/i:o; !pe LpeIewa

for Mohale Dam, although details are yet to be
agreed.

The bulk of funding for Phase 1 B is expected to be
via the capital market bonds established jointly with
Trans Caledon Tunnel Authority. Plans are under
way to augment
the issues of WS-
01, WS-02 and
WS-03 bonds
accordingly. The
facility also exists
for such funding to
be topped up by
pay me n t s
originating	 from
water	 levies
collected by the
Department of
Water Affairs and
Forestry in RSA.

An update to the LHDA / LEC Interface Study was
completed by the consultant Gibb, which has
enabled the Authorities to consider the appropriate
level of tariff to apply for 'Muela power, which
commences in mid 1998. Meantime long term bank
funding is being negotiated for the Maloti

component
pending investiga-
tion of the Gibb
proposal for a
bond issue.

Investigations of
foreign exchange
are leading to a
reappraisal of the
requirement for
cover in the light of
the immaturity of
the Maloti I Rand
market and the
strength of the
Maloti I Rand. A
paper is due to be
produced early in
1998/99.

6.2. HYDROPOWER

Steps were taken to put in place the final elements
of foreign funding for Hydropower. The completion
of conditions precedent for minor variations for
Contract 129A enabled the supplementary Export
Credit Agreement to finance the 'Muela By-Pass to
be recommenced. Additional funding from DBSA
was made available for the contract, resulting from
a revision to the pari passu arrangements for
Contract 129B.

Extensions were sought for contracts 134 and 136
to enable drawdowns until 1999, in line with the
philosophy of paying all foreign expenditure out of
foreign funding.

6.3 WATER TRANSFER PHASE IA

Minor delays were encountered in the issuance of
the taking over certificates for Katse Dam and the
Transfer and Delivery Tunnels. Therefore, in order
to enable the relevant retentions to be repaid out of
export credits, the opportunity was taken to extend
by up to 12 months the relevant ECA facilities, so
enabling finalisation expenditure to be financed out
of the same facilities. At the same time, the first
repayment of the ECAs was brought forward to
coincide with original forward foreign exchange
contracts, for administrative convenience. It is
hoped that a speedy and efficient agreement of
outstanding claims during the coming year will
enable Phase 1A, which was inaugurated in
January 1998, to be financially completed within the
course of the next year.

......................
I
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REPORT OF THE INDEPENDENT AUDITORS
TO THE MEMBERS OF THE BOARD OF THE

LESOTHO HIGHLANDS DEVELOPMENT AUTHORITY

We have audited the annual financial statements set out on pages 20 to 40.

Respective responsibilities of directors and auditors

These financial statements are the responsibility of the Authority's Board Members. Our responsibility is to

report on these financial statements.

Basis of opinion

We conducted our audit in accordance with generally accepted auditing standards. These standards require

that we plan and perform the audit to obtain reasonable assurance that, in all material respects, fair

presentation is achieved in the financial statements. The audit included an evaluation of the appropriateness

of the accounting policies, and examination, on a test basis, of evidence that supports the amounts included

in the financial statements, an assessment of the reasonableness of significant estimates and a consideration

of the appropriateness of the overall financial statements presentation. We consider that our audit procedures

were appropriate to enable us to express our opinion presented below.

Opinion

To the best of our knowledge and belief and on information supplied to us, the financial statements reflect a

true statement of the assets and liabilities of the Authority at 31 March 1998.

KPMG

Auditors

29 June 1998
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STATEMENT OF ACTIVITIES AND ACCOUNTING POLICIES
For the year ended 31 March 1998

H

1. STATEMENT OF ACTIVITIES

The Authority is entrusted with the responsibility for
the implementation, operation and maintenance of
the Lesotho Highlands Water Project as defined in
the Treaty on the Lesotho Highlands Water Project
signed by the Government of the Kingdom of
Lesotho and the Government of the Republic of
South Africa on 24 October 1986.

The Authority is also conferred with general
functions in relation to water resources, electricity,
education and training of its employees, monitoring
activities and land transactions.

The principal physical features of
Phase 1A are:

(a) A 182 metre high concrete arch dam on the
Malibamats'o River at Katse.

(b) A 45km transfer tunnel north from the Katse
reservoir to the Hydropower complex at Muela.

(c) A 72 MW underground Hydropower complex at
Muela.

(d) A 17km delivery tunnel north from Muela to the
Mohokare (Caledon) River which forms the border
between the Kingdom of Lesotho and the Republic
of South Africa. This tunnel links up through an
underground syphon at this location with the South
African portion of the transfer tunnel system.

(e) Associated infrastructure, including construct-
ion of new roads, upgrading and rehabilitation of
existing roads, three major road bridges, upgrading
of border crossing facilities and new river crossings.
camps, communications, power supply, communi-
cation systems etc.

(f) Associated conservation, environmental and
rural development activities.

The principal physical features of
Phase lB are:-

(a) The 146m high Mohale Dam.

(b) A 30km transfer tunnel from the Mohale intake
to the Katse Reservoir.

(c) The Matsoku Weir and a 6km diversion tunnel
from the weir to the Katse Reservoir.

(d) Associated infrastructure, including construct-
ion of new roads, upgrading and rehabilitation of
existing roads, camps, communications and power
supplies.

(e) Associated conservation, environmental and
rural development activities.

2. PRINCIPAL ACCOUNTING
POLICIES

The financial statements are prepared on the
historical cost basis and incorporate the following
principal accounting policies

2.1 CAPITAL WORK-IN-PROGRESS

Costs incurred on the implementation of the
Lesotho Highlands Water Project, including costs
incurred prior to the establishment of the Authority
on 24 October 1986, are capitalised and shown as
fixed assets on the Balance Sheet of the Authority.
Depreciation has not been charged as Phase 1A
operations will commence during 1998/99.

Costs comprise all attributable costs of bringing the
asset or group of assets to working condition for
their intended use, and include inter alia:

(a) all costs of investigations, surveys, feasibility
studies, engineering studies, preparation of
designs, construction, construction supervision,
procurement and commissioning;

(b) the establishment and administration costs of
the Authority;

(c) the costs of any land or interest in land, and any
improvements to such lands;

(d) the costs of measures taken in order to ensure
that members of local communities in Lesotho are
not adversely affected by Project related activities.
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including the cost of providing compensation;

(e) all finance charges (including interest
payments, financing and foreign exchange cover
charges and other charges) relating to finance
raised to fund capital expenditure.

All costs incurred are apportioned to one or more
of the following activities:

(i) generation of hydro-electric power in the
Kingdom of Lesotho ("Hydropower")

(ii) delivery of water to South Africa ("Water
Transfer")

(iii) ancillary developments in the Kingdom of
Lesotho ('Ancillary Developments")

The Government of the Kingdom of Lesotho is, by
way of Cost Related Payments, responsible for the
costs of the Hydropower and Ancillary Development
Activities. The Government of the Republic of South
Africa is, by way of Cost Related Payments,
responsible for the costs of the Water Transfer
activities.

Exchange differences are allocated to the cost of
the related activity.

2.4 COST RELATED PAYMENTS

Cost Related Payments from the Government of
Lesotho and South Africa are recognised and
credited to the Capital Fund on the date due for
payment.

Cost Related Payments become due when the
relevant cost falls due for payment; provided that
Cost Related Payments may be paid directly to
contractors or consultants, or, where costs have
been financed by way of loans shall be due for
payment at the time such loans become
redeemable.

Funds obtained by the Government of Lesotho on
concessionary terms for the Water Transfer
component are, for the purpose of Cost Related
Payments, deemed to be loans at the interest rate
and redemption terms applicable to loans of the
International Bank for Reconstruction and
Development.

2.5 ROYALTIES
2.2 INVESTMENTS

Investments are stated at market value.

2.3 FOREIGN CURRENCIES

Assets and liabilities in foreign currencies are
translated to Maloti at rates of exchange ruling at
the end of the financial year or, where applicable, at
forward cover rates.

Transactions in foreign currencies are translated to
Maloti at rates of exchange ruling at the date of the
transaction or, where appropriate, at forward cover
rates.

Premiums on forward exchange contracts are
amortised over the period of the contract.

Under the terms of the Treaty covering the project
and the Ancillary Agreement to the Treaty of 13
November 1991, the Government of the Republic of
South Africa is obligated to effect debt service
payments on all loans guaranteed by it.

The forward cover contracts have been effected by
the Government of the Republic of South Africa.

Royalties arising from the Lesotho Highlands Water
Project, including advance royalty payments
through the Southern Africa Customs Union,
accrue to the Government of Lesotho and are
therefore not reflected in the financial statements of
the Authority.

2.6 OTHER INCOME

Other Income arising, such as interest earned,
exchange gains and miscellaneous income, is
credited to the cost of the activity to which it relates.

2.7 FUNDS FROM CAPITAL
MARKETS

The LHDA utilises the South African Capital Market
purely for the raising of finance for the Lesotho
Highlands Water Project and does not trade in
bonds once they have been issued.

The finance raised through the Capital Markets is
therefore treated as long term funding and interest
not serviced through the semi-annual coupon
payments is capitalised into the bond account.
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BALANCE SHEET AT 31 MARCH 1998

Notes
	 1998

	
1997

	

M'OOO
	

M'OOO

ASSETS EMPLOYED

FIXED ASSETS

INVESTMENT

CURRENT ASSETS

Advance Payments

Other Debtors and Prepayments

Cash and Bank

CURRENT LIABILITIES

Contracts Payables and Accruals

Retentions

Other Payables and Accruals

Current Portion of Long Term Liabilities

Bank overdraft

NET CURRENT LIABILITIES

FINANCED BY:

CAPITAL FUND

GOVERNMENT OF LESOTHO FUND

GOVERNMENT OF SOUTH AFRICA FUND

LONG TERM LIABILITIES

FUNDS FROM CAPITAL MARKET

1
	

9981183
	

8140739

2
	

24 402
	

16334

	

10 005 585
	

8157073

	246 561
	

36 360

	

148 036
	

138 632

	

54 111
	

45 201

448 708
	

220 193

	521 397
	

554 835

	

44 561
	

111 256

	

164 686
	

164 528

6
	

249 561
	

418 078

29 652

	

1 009 857
	

1 248 697

(561 149)
	

(1 028504)

9 444 436
	

7 128 569

3
	

3022 177
	

1 793 708

4
	

52 754
	

56 807

5
	

1 304
	

2 273

6
	

3 782 662
	

3533 124

7
	

2 585 539
	

1 742 657

9 444 436
	

7 128 569

ENT

___
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STATEMENT OF CHANGES IN FINANCIAL POSITION
FOR THE YEAR ENDED 31 MARCH 1998

SOURCE OF FUNDS

Government of Lesotho

Government of Republic of South Africa

Net Increase in Long Term Liabilities

Increase in Net Current Liabilities

Funds from Capital Market

Net proceeds from redemption of

Zero Coupon Bonds

USES OF FUNDS

Decrease in Net Current Liabilities

Expenditure on Capital Work in Progress

Administration

Construction

Engineering

Environment

Financing

M'OOO

94 430

1122257

43 238

839 655

809

2 100 389

467 355

104 947

600 255

122 370

82 274

723 188

1997

M'OOO

49 142

435 754

488 414

748 155

404 003

722

2 126 190

104 787

1 033 429

134 363

72 667

780 944

2100389
	 2 126 190
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 1998

1. FIXED ASSETS

Capital work in progress

Phase 1A

Hydropower

Administration

Construction

Engineering

Environmental

Financing

BALANCE 1/4/97

M'OOO

44 095

368 379

112 055

4 671

4113

533 313

PRIOR

YEAR

REALLO-

CATION

M'OOO

134

480

(123)

26

26 060

26 577

INCREASE

DURING YEAR

M'OOO

24 821

178 325

19125

1 296

10015

233 582

BALANCE

31/3/98

M'OOO

69 050

547 184

131 057

5 993

40 188

793 472

Ancillary Developments

Administration
	 12 669

	
3 249
	

5 435
	

21 353

Construction
	 86 514

	
86 514

Engineering
	 8 028

	
(794)
	

7 234

Environmental
	

21 592
	

2067
	

9 293
	

32 952

Financing
	 4 943

	
10 498
	

4 500
	

19941

	

133 746
	

15 020
	

19228
	

167 994

Water Transfer

Administration
	

449 910
	

(7370)
	

76 850
	

519 390

Construction
	 3 778 393

	
1 223
	

121 623
	

3 901 239

Engineering
	

498 755
	

(433)
	

39 347
	

537 669

Environmental
	

132 675
	

999
	

51 323
	

184 997

Financing
	 2216 128

	
(86336)
	

649 358
	

2779 150

	

7 075 861
	

(91 917)
	

938 501
	

7 922 445

Future Compensation
	 98 800

	
98 800

Total Costs

if
	 — PhaselA	 7742920	 (50320)	 - 1 290 111	 8982711
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

1. FIXED ASSETS (continued)
BALANCE 1/4197

M'OOO

PRIOR

YEAR

REALLO-

CATION

M'OOO

	

INCREASE
	

BALANCE

	

DURING YEAR
	

31/3/98

M'OOO
	

M'OOO

Phase 1 

Water Transfer

Administration
	 37 429
	

(178)
	

1 863
	

39114

Construction
	 276 782

	
(7406)
	

273 664
	

543 040

Engineering
	 58 868

	
(1 292)
	

62 985
	

120 561

Environmental
	

24 740
	

(902)
	

17040
	

40 878

Financing
	 50 091

	
60112
	

110 203

	

397 819
	

40 313
	

415 664
	

853 796

Ancillary Development

Administration
	 143

	
143

Construction
	 7 406

	
24 940
	

32 346

Engineering
	 1 326

	
2 229
	

3 555

Environmental
	

1132
	

1132

	

10007
	

27 169
	

37 176

Future Compensation
	 107 500

	
107 500

Total Cost - Phase 1 B
	

397 819
	

50 320
	

550 333
	

998 472

Total Fixed Assets
	

8 140 739
	

1 840 444
	

9981183

r	
PAWN"

_
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

1. FIXED ASSETS (continued)

Included in financing of Phase 1A Fixed Assets is M 71 268 367 representing the finance costs attributable to

funds obtained on concessionary terms of the Water Transfer Component, deemed to be loans with intrest

rates and redemption terms applicable to loans of the International Bank for Reconstruction and Development

The above allocation of costs between Hydropower, Ancillary Developments and Water Transfer is subject to

agreement by the parties to the Treaty. Such agreements are reflected as prior year reallocations.

2. INVESTMENT

The Authority holds zero coupon United States Treasury Bonds, at a market value of US$ 4,849,436. The

bonds mature between August 1998 and February 2009 at a value of US$ 6,704,000.

The bonds were purchased to provide security for a loan, obtained from the European Investment Bank, to

finance the 'Muela Hydropower component of the project, per Note 6 (vi)

3. CAPITAL FUND

	

GOVERNMENT
	

GOVERNMENT

	

OF LESOTHO
	

OF SOUTH AFRICA
	

TOTAL

	

M'OOO
	

M'OOO
	

M'OOO

Balance at 1 April 1997

Cost related payments

Hydropower and Ancillary

Development

Water Transfer

Balance at 31 March 1998

327 764

105 244

433 008

1 465 944

1123225

2 589 169

1 793 708

105 244

1123225

3 022 177

I
!MP.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

Total Water Transfer costs at 31 March 1998 amount to M8 776 241 000 of which M2 589 169 000 has
been paid as shown above.

The balance of M6 187 072 000 will be discharged through future cost related payments.

Total Hydropower and Ancillary Development costs at 31 March 1998 amount to M998 642 000 of which
M433 008 000 has been paid as shown above.

The balance of M565 634 000 will be discharged through future cost related payments.

M206 300 000 provided for future compensation will be allocated between the parties when it is actually
spent and will subsequently be discharged accordingly through cost related payments.

4. GOVERNMENT OF LESOTHO FUND

Balance at beginning of year

Amounts provided by Government of Lesotho

Net financing income accrued

Cost related payment paid to Government

of South Africa

Cost related payment received from

Government of South Africa

Cost related payments on Hydropower and

Ancillary Developments transferred to Capital Fund

Balance at end of year

1998

M'OOO

56 807

103 902

6 761

968

(10440)

(105 244)

52 754

1997

M'OOO

64 051

60 924

5417

379

(12161)

(61 803)

56 807

S

rnH:
r
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

4. GOVERNMENT OF LESOTHO FUND (continued)

This Balance comprises: 	
M'OOO

Funding of water transfer costs	
31 037

Concessionary finance income	 21 717

52 754

These sums will be discharged by future cost related

payments by the Government of South Africa.

The total amount provided by the Government of Lesotho during

the period is analysed by original source as follows:

ANALYSIS OF FUNDS PROVIDED BY THE GOVERNMENT OF LESOTHO

	

BALANCE	 INCREASE	 BALANCE

	

1 APRIL	 DURING THE	 31 MARCH

	

1997	 YEAR	 1998

	

M'OOO	 M'OOO	 M'OOO
European Development Fund	 154 874	 33 660	 188 534
European Investment Bank	 8 793	 2 470	 11 22
Government of France

Government of Lesotho

International Development Association

Overseas Development Administration

United Nations Development Programme

U S A I D

Centre for International Migration

Government of Ireland

Svenska Handelsbanken

Credit National

	

70 723	 70 723

	

63 880
	

20410
	

84 290

	

25311	 25311

	

26 170
	

13 069
	

39 239

	

2 664	 2 664

	

612	 612

	

764	 764

	

375	 375

	

27 331
	

17 675
	

45 006

	

16 618
	

16618

	

381 497	 103 902
	

485 399

The terms and conditions on which these amounts have been provided have not as yet been determined.

jq 
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

5. GOVERNMENT OF SOUTH AFRICA FUND

	

1998
	

1997

	M'OOO
	

M'OOO

Balance at start of year

Cost related payments during the year on

water transfer paid to

- Government of Lesotho

- Third Parties

Cost related payment received from

Government of Lesotho

Cost related payments on water transfer

transferred to Capital Fund

2 273

10440

1112784

(968)

(1123225)

2 652

12 161

423 972

(379)

(436 133)

Balance at end of year
	

1 304
	

2 273

This balance comprises funds contributed for Hydropower and Ancillary Developments and will be

discharged by future cost related payments by the Government of Lesotho.

6. LONG TERM LIABILITIES

Facilities for which foreign exchange
forward cover contracts have been effected

(i) FACILITIES SPECIFIC TO KATSE DAM

AND APPURTENANT WORKS, TRANSFER

TUNNELS AND DELIVERY TUNNEL SOUTH

Banque Nationale De Paris

Export Credit Loans

(a) Katse Dam

(b) Transfer Tunnels

(c) Delivery Tunnel South

	

1998
	

1997

	

M'OOO
	

M'OOO

	

119932	 115279

	

377 169	 303 252

	

70 686	 78 556



NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)
1998

M'OOO

Facilities for which foreign
exchange forward cover contracts
have been effected (continued)

Commercial Loans

(d) Katse Dam

(e) Transfer Tunnel

(f) Delivery Tunnel South

1997

M'OOO

21116

32 508

15353

Credit Lyonnais

Export Credit Loan

(g) Katse Dam
	

328 358
	

345 106

Commercial Loan

(h) Katse Dam
	

57 483

Dresdner Bank AG

Export Credit Loans

(i) Katse Dam

(j) Transfer Tunnels

(k) Delivery Tunnel South

	

110 055
	

113 767

	

294 927
	

233 596

	

57 596
	

63 239

Dresdner Bank Luxembourg SA

Commercial Loans

(I) Katse Dam

(m) Transfer Tunnels

(n) Delivery Tunnel South

14 406

21 286

10 058

I	 --
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)
1998

M'OOO

Facilities for which foreign
exchange forward cover contracts
have been effected (continued)

1997

M'OOO

hdLSainueIBank Limited

(o) Export Credit Loan

(p) Commercial Loan

The above loans are multi-

contract and relate to Katse

Dam, Transfer Tunnels and

Delivery Tunnel South

Kreditanstalt Fur Wiederaufbau(KFW)

Export Credit Loans

(q) Katse Dam

(r) Transfer Tunnels

(s) Delivery Tunnel South

397 334

56 206

150 963

29 189

345 499

55 525

58 194

119 859

32 033

Commercial Loans

(t) Katse Dam	 7203

(u) Transfer Tunnels	 10644

(v) Delivery Tunnel South
	

5 029

--	 -	 -
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)

1998
M'OOO

Facilities for which foreign
exchange forward cover contracts
have been effected (continued)

1997
M'OOO

Commonwealth Development Corporailon

(w) Commercial Loan

The above loan is multi contract
and relates to Katse Dam, Transfer
Tunnels and Delivery Tunnel South

(ii) FACILITY SPECIFIC TO PROVISION OF
COMMUNICATION SYSTEMS TO THE PROJECT

Commonwealth_Devejpment_Corpnratinn

Commercial Loan

(iii) FACILITY SPECIFIC TO PROVISION
OF CONSULTANCY, TRAINING AND
PROJECT PREPARATION.

International Bank For
Reconstruction & Development

World Bank Loan

Less provision for unamortised
cost of forward cover

121 355

14507

125 850

20 051

389 501
2 517 778

247 222
2452114

377 889
2 074 225

Facilities for which foreign exchange
forward cover contracts have not
been effected

(iv) FACILITIES FOR PROVISION OF
INFRASTRUCTURE AND INSTITUTIONAL SUPPORT

Development Bank of Southern Africa

In respect of

(a) Southern Access Road
(b) Northern Access Road

Northern Portion

LSOTHO HIGHLANDS DEVELOPMENT AUTHORITY 	 32
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)

1998

i'1I'ooO

Facilities for which foreign
exchange forward cover contracts
have not been effected (continued)

M'OOO

(c) Katse Bridge

(d) Northern Access Road Southern Portion

(e) Border Crossing Facilities

(f) Infrastructure Management

(g) North End Access Road

(h) Katse Village Engineering Works

(i) Communication System

(j) Butha-Buthe Engineering

Supervision Compensation

(k) Civil Construction Training Needs

Preparation Costs and Accommodation

(I) Civil Construction Training Needs -

Establishment Cost

(m) Accounting Systems Computerisation

(n) Upgrading existing roads

(o) RDP Feeder Roads & Reservoir

Crossings

(p) RDP Construction Communities

2039

48313

7312

110

38 465

23 567

691

16652

564

105

1 985

29 799

94617

2057

2 305

54 055

8 094

190

42 510

26111

1 028

18392

676

143

2 623

31 556

66 977

1 037

lB 132/11 KV Power Supply	 29 239	 -

I	 : 
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)

1998

M'OOO

Facilities for which foreign
exchange forward cover contracts
have not been effected (continued)

(v) FACILITIES FOR OVERALL PROJECT IMPLEMENTATION

(a) CMA IV Facility - Absa/First Corp.	 715 386

(b) CMA V Facility - Rand Merchant Bank 	 192 558

1997

M'OOO

1195663

(vi) FACILITIES FOR 'MUELA HYDROPOWER IMPLEMENTATION

(a) European Investment Bank

(b) West Merchant Bank

(c) Development Bank of Southern Africa

(d) Svenska Handelsbanken

(e) Lesotho Bank

(f) Government of Lesotho

(g) Government of Lesotho (Development Fund)

(h) ABN Amro Bank NV

(i) Banque Nationale de Paris

(j) Dresdner Bank AG

(k) Skandinaviska Enskilda Banken

(I) Banque Nationale de Paris

Less current portion

28179

16 854

35 344

47 507

94 430

65 179

15110

10921

40 288

30 677

3 876

13 104

3 825 923

249 561

3 576 362

24 845

753

31161

19094

110406

52 248

14 963

3 951 202

418 078

3 533 124

-	
Liability for future Compensation costs	 206 300	 -

Mw	 3782662	 3533124
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)

(i) Facilities specific to Katse Dam and appurtenant

works, Transfer Tunnels and Delivery Tunnel

South. (Refer to pages 29 to 32)

(a) Repayable in 20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

fixed rates.

(b) Repayable in 20 semi-annual instalments commencing on 31 July 1998, and bearing interest at

fixed rates.

(c) Repayable in.20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

fixed rates.

(d) Repaid in one instalment on 30 June 1997.

(e) Repaid in one instalment on 30 June 1997.

(f) Repaid in one instalment on 30 June 1997.

(g) Repayable in 20 semi-annual instalments commencing on 31 July 1997,and bearing interest at

fixed and varying rates.

(h) Repaid in one instalment on 30 June 1997.

(i) Repayable in 20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

a varying rate.

(j) Repayable in 20 semi-annual instalments commencing on 31 July 1998, and bearing interest at

a varying rate.

(k) Repayable in 20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

a varying rate.

(I) Repaid in one instalment on 30 June 1997.

(m) Repaid in one instalment on 30 June 1997.

(n) Repaid in one instalment of 30 June 1997.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continuedi

(0) Repayable in 20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

a fixed rate.

(p) Repaid in one instalment on the last business day in June 1997.

(q) Repayable in 20 semi-annual instalments commencing on 31 July 1997 and bearing interest at

a fixed rate.

(r) Repayable in 20 semi-annual instalments commencing on 31 July 1998, and bearing interest at

a fixed rate.

(s) Repayable in 20 semi-annual instalments commencing on 31 July 1997, and bearing interest at

a fixed rate.

(t) Repaid in one instalment on 30 June 1997.

(u) Repaid in one instalment on 30 June 1997.

(v) Repaid in one instalment on 30 June 1997.

(w) Repayable in 28 semi-annual instalments commencing on 30 January 1998 and bearing interest

at a varying rate.

(ii) Facility specific to provision of communication systems to the project (Refer to page 32)

Repayable in 8 semi-annual instalments commencing on 31 January 1997 and bearing interest at a

fixed rate.

(iii) Facility specific to provision of consultancy, training and project preparation.

(Refer to page 32)

Repayable in 24 semi-annual and increasing instalments commencing on 1 November 1997 and

______ bearing interest at a varying rate.

RE
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

6. LONG TERM LIABILITIES (continued)

(iv) Facilities for provision of Infrastructure and Institutional Support. (Refer to page 32 and 33)

(a) Repayable over 20 years commencing 31 March 1993 and bearing interest at 8% p.a.

(b) Repayable over 22.5 years commencing 30 September 1991 and bearing interest at 8% p.a.

(c) Repayable over 20 years commencing 31 March 1991 and bearing interest at 8% p.a.

(d) Repayable over 20 years commencing 30 September 1992 and bearing interest at 8% p.a.

(e) Repayable over 20 years commencing 30 September 1992 and bearing interest at 11% p.a.

(f) Repayable over 10 years commencing 30 September 1993 and bearing interest at 4% p.a.

(g) Repayable over 20 years commencing 31 March 1993 and bearing interest at 8% pa.

(h) Repayable over 20 years commencing 30 September 1993 and bearing interest at 12% p.a.

(i) Repayable over 10 years commencing 30 September 1993 and bearing interest at 4% p.a.

U) Repayable over 20 years commencing 31 March 1994 and bearing interest at 12% p.a.

(k) Repayable over 13 years commencing 31 March 1993 and bearing interest at 8% p.a.

(I) Repayable over 10 years commencing 31 March 1993 and bearing interest at 4% p.a.

(m) Repayable over 10 years commencing 31 March 1993 and bearing interest at 4% pa.

(n) Repayable over 15 years commencing 31 March 1996 and bearing interest at 6% p.a.

(o) Repayable over 6 years commencing 30 September 2000 and bearing interest at 7% pa.

(p) Repayable over 16 years commencing 31 March 2000 and bearing interest at 7% p.a.

(q) Repayable over 20 years commencing 31 March 1998 and bearing interest at 15% p.a.

(v) FACILITIES FOR OVERALL PROJECT IMPLEMENTATION (REFER TO PAGE 34)

(a) The CMA IV facility will expire on 31 December 2003.

(b) The CMA V facility will expire on 31 December 2003.

All of the above loans are guaranteed by the Government of South Africa.
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NorrIES TO THE FINANCIAL STATEMENTS (CofltflieD
FOR THE YEAR ENDED 31 MARCH 1998

6.L Q. -N—G—T—EARMLIABILITIES (continued)

(vi) FACI LITY FOR 'MUELA HYDROPOWER IMPLEMENTATION (REFER TO PAGE 34)

(a) Repayable over 10 years, commencing 20 August 1999 and bearing interest at 3% p.a. This

facility is Secured as stated in note 2.

(b) Repayable in 20 semi-annual instalments commencing 15 December 1997 and bearing interest

at 6.85°". This facility is guaranteed by Government of Lesotho.

(c) Repayable over 17 years commencing 30 September 1998 and bearing interest at 13% p.a. This

facility is guaranteed by Government of Lesotho.

(d) Repayabl e in 20 semi-annual instalments commencing 15 December 1997, and bearing interest

at 8.035% p.a.

(e) Repayabl e in full on 16 December 1999 and bearing interest at the smaller of Central Bank of

Lesotho call rate plus 7% or prime rate. This facility is guaranteed by the Government of Lesotho.

(f)
Repayable in 10 annual instalments commencing 30 June 2004, and bearing interest at 9.8%

(g) Repayable to the Government of Lesotho Development Fund. The repayment terms have not yet

been determined

(h)
Repayable in 20 semi-annual instalments commencing on 15 June 1999 and bearing interest at

7.35%

(i) Repayable in 20 semi- annual instalments commencing on 22 June 1999 and hearing interest at

r9flg rates.

Repayable in 20 semi-annual instalments commencing on 30 June 1999 and bearing interest at

varying rates.

(k) RepaYrnent terms have not yet been agreed.

(I) Repayment terms have not yet been agreed.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1998

7.	 FUNDS FROM CAPITAL MARKET

The Authority has initiated the issue of capital market bonds and upon its instructions, Trans Caledon

Tunnel Authority (TCTA), as the issuer, issued on LHDA's behalf together with a portion on its own behalf,

bonds "in association", the proceeds of which were to be utilised partly by each party.

The bonds are guaranteed by the Government of South Africa.

The stocks currently registered are as follows

STOCK

wS01

WSO2

WSO3

Total

COUPON

12.5%

12.5%

13.0%

REGISTERED

NOMINAL

M'OOO

5 000 000

3 000 000

8 000 000

16 000 000

MATURITY

1 December 2005

15 April 2002

15 September 2010

The nominal values of the stocks issued to date and the proceeds received therefrom are as follows:

Issued on behalf of LHDA

Stock
	

Nominal Value of
	

Net proceeds from LHWP
LHWP Stock Issued
	

Stock Issued inclusive

of Capitalised Finance Costs

1998

M'OOO

1 741 558

462 000

630 000

2-833 558

2 833 558

668 442

463 000

455 000

1 586 442

1997

M'OOO

1 691 558

30 000

330 000

2051 558

S6700

1 994 858

543 442

315 000

50 000

908 442

1998

M'OOO

1 577 080

440 968

567 491

2 585 539

2 585 539

447 592

425 375

412 719

1 285 686

1997

M'OOO

1 524 755

27 641

235 835

1 788 231

45 574

1 742 657

478 953

270 525

90 367

839 845

wS01

WSO2

WSO3

Total

Less Strategic Portfolio

Total

Issued by TCTA

WSO1

WSO2

WSO3

Total

Grand TotaI.• rr .	 4 420 000
	

2 903 300	 3 871 225	 2 582 502
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 1.998

7. FUNDS FROM CAPITAL MARKET (continued)

STRATEGIC PORTFOLIO

In order to minimise the overall cost of funding through the capital markets, the proceeds from some initial
launch issues were used to purchase R153 stock as part of a hedging exercise. The entire strategic
portfolio has been sold back into the market. At 31st March 1997 the R153 stock is reflected at a cost of

R45.6 million and a nominal value of R56.7 million.

OPTION PREMIUM INCOME

As at 31 March 1998 there were no outstanding options.

On 2 May 1997 options of nominal value M100 million were exercised, leaving a further M90 million to

lapse. These options resulted in net proceeds from the underlying bond of M90 969 610.

8. FORWARD COVER

All foreign currency denominated loans, except those for 'Muela Hydropower implementation, are the

subject of forward cover.

9. CAPITAL COMMITMENTS

Outstanding capital expenditure contracted for at 31 March 1998 amounted to M1980 million. Finance
has been secured as at 31 March 1998 to meet all of these commitments, including current liabilities.

10. CONTINGENT LIABILITIES

The Authority has been notified of the intention by various contractors to submit claims for additional

costs, currently estimated by them at M178 million.

The Authority is of the opinion that the results of ongoing discussions and representations are likely to

substantially set aside such claims.

There is also a legal claim from a mining company of M81 million in the courts of Lesotho. The Authority

is of the opinion that the chances of this Company winning the case are very slim.

11. TAXATION

In accordance with Section 29(1) of the Lesotho Highlands Development Authority Act (No. 23) of 1986,
the Authority is exempt from sales tax payable under the Sales Tax Act 1995, tax on any income or profits,
transfer duties payable under the Transfer Duty Act 1966, stamp duties payable under the Stamp Duties

Act 1972 and any fees payable under the Deeds Registry Act 1967.

12. INCOME STATEMENT

An Income Statement has not been prepared as all expenditure and related income for the year has bee 

charged to Capital Work in progress

LESOTHO HIGHLANDS DEVELOPMENT AUTHORITY-f- 40 )9LESOTHO HIGHLANDS DEVELOPMENT AUTHORITY
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OUR MISSION
el-,	 - 	--.-- 	.-'-----	 .-----	 .,-..-"---- _______

THE LESOTHO HIGHLANDS

DEVELOPMENT AUTHORITY, IN

PROVIDING ITS CUSTOMERS WITH

QUALITY SERVICES, WILL EFFICIENTLY

AND EFFECTIVELY IMPLEMENT AND

MANAGE ON A SUSTAINABLE BASIS, THE

LESOTHO HIGHLANDS WATER PROJECT IN

ACCORDANCE WITH THE TREATY AND

THE ORDER, TO THE BENEFIT OF THE

PEOPLE, ENVIRONMENT AND THE

ECONOMY OF LESOTHO.	 __
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