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VISION

MISSION

VALUES

A leading bulk water services provider supporting economic, social and 
environmental development.

To provide, cost effective, sustainable and quality water services to our 
customers.

LNW upholds the values underpinned by the eight Batho Pele principles 
in the management of its operations and the manner in which it conducts
its business.  

The values guiding our business are:

?Excellence
?Integrity
?Loyalty
?Team Spirit
?Respect 



WATER WORKS

SANITATION
Sanitation Intervention at some households within the Waterberg 

Municipality and Khogonyani Primary School in the Vhembe District Municipality.

Water works Intervention at some of the projects within the Greater Giyani Local 
Municipality.
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Figure -: LNW Coverage

1. ORGANISATIONAL PROFILE
1.1  LEGISLATIVE MANDATE

1.2 KEY ACTIVITIES 

?providing management services, training and other 
Lepelle Northern Water is a public water utility, wholly 

support services to water services institutions,   in owned by the state, established in terms of the Water 
order to promote co-operation in the provision of Services Act, Act No. 108 of 1997. Our mandate is to 

provide bulk water services (i.e. water and sanitation water services;
services) to other water institutions. It is regulated by, 

?supplying untreated or non-potable water to end 
among others, the Water Services Act, Act No. 108 of 

users who do not use the water for household 1997, and Public Finance Management Act No. 1 of 
1999 and to some extend by the Municipal Finance purposes;
Management Act No. 56 of 2003. Lepelle Northern 

?providing catchment management services to or on 
Water reports directly to the Department of Water and 

behalf of the responsible authorities;Sanitation through the Accounting Authority and the 
Chief Executive of the Board. The Executive Authority ? with the approval of the water services authority 
of the water board is the Minister of Water and having jurisdiction in the area—
Sanitation.

- supplying water directly for industrial use;

- accepting industrial effluent; and

- acting as a water services provider to Section 29 of the Water Services Act, stipulates that 
the primary activity of a water board is to provide consumers;
water services (i.e. water and sanitation) to other 

?providing water services in a joint venture with water 
water services institutions within its service area.

services authorities; and

Furthermore, Section 30 of the Water Services Act ?performing water conservation functions.
enables Lepelle Northern Water to perform an activity 
other than its primary activity only if it is not likely to 
limit the water board's capacity to perform its primary 
activity, it is not likely to be to the financial prejudice of 
itself, any water services institution, existing 
consumers and other users serviced by it within its 
service area; it is in accordance with the entity's policy 
statement; and it is provided for in a business plan. 
Such activities include amongst others:

Area of Supply
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LNW is currently providing bulk water to 42% of its mandated 80,000 square kilometres which is equivalent to 55.53% (3 
001 323 population) of Limpopo being served. It is however envisaged that LNW will increase its service area to cover 
the remaining percentage in the Province particularly in Vhembe as it is the remaining area that has not ventured into as 
well as the over R100 million schemes that are within the province. Lepelle Northern Water is currently operating in 
four (4) of  five (5) District Municipalities in the Limpopo Province. The municipalities are:

? Capricorn District;

? Sekhukhune District;

? Waterberg District and;

? Mopani District

LNW operates about 20 bulk water schemes ranging from 1.0 to 175 Ml/day. These are composed of conventional, 
package and borehole systems. Of the 20 bulk water schemes, 5 are owned by Lepelle Northern Water and the rest are 
operated on behalf of the municipalities. The organisation further operate and maintain about six (6) small wastewater 
schemes on behalf of the Sekhukhune District municipality.

Figure -: Revised management structure

1.3 INFRASTRUCTURAL RESOURCES 

1.4 EXECUTIVE SUMMARY

The Executive structure has been revised to best position the organisation and further strengthen its capacity to 
respond best to the institutional realignment scope.  Lepelle Northern Water is currently operating assets valued at 
about R1 billion.  When the organisation is ultimately converted to a Regional Water Utility, it will operate and oversee 
assets worth about R30 billion. With these developments it was necessary that new functions be introduced into the 
Executive Management. These positions include General Manager: Engineering,  required to primarily focus on 
infrastructure planning, development and optimisation. The position of Chief Operating Officer was necessary to 
oversee balanced implementation of the organisation's mandate from the strategic and operational perspectives. 
Lepelle Northern Water has a total staff compliment of 324 as at end of June 2015 both permanent and contract.
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Acting Chief Executive: PK Legodi



State of affairs be a leading bulk water services provider supporting 
economic, social, and environmental development. To 

I am profoundly elated to present the Annual Report for this end we have ensured that we engage a balanced and 
the year 2014/15 to the Honourable Minister Nomvula experienced staff  component with sufficient 
Mokonyane MP and all our stakeholders on behalf of competencies to service the requirements of bulk water 
the entity of Lepelle Northern Water. I do this in my services. These requirements would not be best served 
capacity as the Accounting Authority of the institution without the prompt support from departments such as 
as duly appointed by the honourable Minister in her finance and corporate services.
capacity as the Representative of a sole shareholder and 
Executive Authority of the Water Boards in the Republic Our employment equity programme underlines the value 
of South Africa. Lepelle Northern Water places on having a diverse 

workforce providing equal opportunities and 
Before and during the year under review, the entity engendering an inclusive working environment. In 
introduced a number of changes that have a direct valuing, cultivating and enabling cultural diversity within 
impact on both the strategic and operational direction the organisation, the talents of all our employees are 
of the institution. Such changes continue to yield leveraged for individual, team and organisational 
satisfactory dividends in terms of organisational performance.
stability, greater focus and determination for total 
attainment of our organisational goals. This does not It is important to support the government's poverty 
suggest that ours is an environment that is free from alleviation programmes. To this end, the entity has 
challenges. There are quite too many and stubborn yet continued to do the best it can to keep the tariff in line 
we rise against odds. Among these I count incapacity of with the Consumer Price Index (CPIX), thereby passing on 
some municipalities to pay for bulk water services and the benefit of this low tariff to the end consumers. I am 
ageing infrastructure. happy to report that the average bulk potable water tariff 

increase for the year under review was 10.71% for potable 
Our primary mandate is to provide bulk water services water, despite high energy costs in our business. 
to other water institutions in the gazetted area of This has been made possible by the fact that a greater 
supply which is greater part of the Limpopo Province. portion of our surplus is reinvested in the subsidisation 
We adamantly hold a view that the main reason why we and equalisation of the tariff in support of the poverty 
exist is to complement the capacity of the government alleviation programme of government. Lepelle Northern 
to deliver on its mandate in a manner that is better, Water has supported the vision of water services 
faster and of good quality. We pride ourselves in the fact authorities in terms of participating in their integrated 
that we have contributed to the delivery of water that is development planning (IDP) processes. 
of high quality and safe to drink to our communities. 
Lepelle Northern Water continues to provide clean 
water, despite challenges from pollution in the rivers 
and dams, and droughts. Currently, the potable water 
quality of the water produced by our plants remains 
consistently at 96% compliance to SANS 241:2011. 
A special unit for water and effluent quality monitoring 
has been established within Lepelle Northern Water 
and the laboratory has been accredited by the South 
African National Accreditation System (SANAS). It 
currently renders provincial services to all water 
services authorities. 

Supplying water is done efficiently as we are able to 
sustainably grow our revenue in line with the growing 
number of communities being served. We have had a 
steady growth in total water supply volumes, and have 
also had a dramatic and sustained annual growth across 
the entity's business. Additional villages have been 
connected to our bulk supply area in the Capricorn and 
Sekhukhune district municipalities. 

The year 2014/15 was the year in which Lepelle Northern 
Water refocused and accentuated its vision and 
purpose. We have strived to ensure that Lepelle 
Northern Water is positioned to implement the 
strategic objectives that support its vision, which is to 
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This provided an opportunity for Lepelle Northern Water resources is more efficient, less costly and – quite 
to develop strategies to reinforce the achievement of simply – necessary.
priorities in the IDPs and the Limpopo Employment 
Growth and Development Plan (LEGDP). There are ways to address the above issues related to 

water security. First, we need to engage in a concerted 
It is also key in ensuring that as state organs and effort for water management. Dealing with the 
government entities, we achieve integrated approach to growing water scarcity must be a priority for us all; from 
planning and delivery of water and related services. governments, businesses, public institutions, civil 
Although differently in terms of the nature, size and scale, society organisations and individuals. Secondly, we 
responsibility to deliver these services rests upon all need to manage both the demand and supply of water 
spheres of government and its relevant entities such as better, reducing waste and increasing efficiency. We 
Water Boards. must master the art of doing more with less.

Lepelle Northern Water is poised to face challenges 
ahead. This includes the refurbishment and/or 
rehabilitation of the ageing infrastructure and, in some Lepelle Northern Water extracts raw water from 
instances, overall replacement. The challenges include various river basins and dams with the permits granted 
the state of the infrastructure, attraction and retention of by the Department of Water and Sanitation when 
scarce skilled personnel, extension into areas where it did performing its legislated primary activities. LNW treats 
not conduct any business before, and the collection of all stores and transports raw water in order to deliver bulk 
outstanding debts from municipalities. Related to this is potable water to municipalities, mines, industries and 
the speed with which we have gear ourselves up to consumers. By agreement, industrial, semi-treated 
ensure that we expand and align our strategies to cater water is also delivered to certain mines, and limited raw 
for the mandate of the new Department of Water and water is supplied to the agricultural sector when the 
Sanitation which in short is to restore life and dignity of need arises. In limited areas, ground water is used as a 
the people of South Africa in a manner that conforms and source for supplying bulk water to communities. 
give effect to the injunctions of chapter 02 of the 
Constitution of the Republic of South Africa. Besides the potable water, Lepelle Northern Water also 

collects and treats bulk waste water from municipalities 
and effluent from industries. Special care is given in the 
treatment of industrial waste water due to its toxic 

Water security stands at the centre of our most pressing nature and effect on the environment. Lepelle 
national challenges, including hunger, poverty, infectious Northern Water also supports water service authorities 
diseases, energy, the environment and climate change. in the water sector with operations and maintenance, 
As our provincial population continues to grow and our cost recovery, project initiation and implementation. 
economies continue to expand, the need for water These activities are done as secondary activities and are 
increases. There are indications that the human demand ring-fenced from the entity's primary function. All 
for water is expected to exceed our planet's supply if the measures are taken to ensure that the bulk water 
current trend of water consumption is not changed. For services are provided cost-effectively, within an 
this purpose, LNW has actively participated in the acceptable risk framework. For the benefit of water 
development of the National Water Resource Strategy, consumers, the water is provided in an efficient and 
with the understanding that equity in the allocation and sustainable manner. 
utilisation of water resources will soon become a reality in 
South Africa. The following key strategic objectives have been 

adopted for the next five years:
Climate change is adding to this problem and placing our 
natural water resources under greater strain. Extreme ? Infrastructure Development and Optimisation
weather events, such as floods and droughts, are making 

? Financial Viability and Sustainabilitymanagement of water resources more difficult and 
costly. There are credible predictions that if we do not ? Human Capital Management
manage our water carefully, future conflicts will be about 

? Effective Corporate Governance
water rather than any other commodity. We continue to 

? Positioning the organisation for institutional reform witness and experience a spate of community uprisings 
and protests in our country due to a lack of water services 

The strategic objectives mentioned above informed the and, with the demand for water growing and supply 
performance agreements of all staff and further diminishing, we can expect such conflicts to happen more 
informed the programmes to be pursued by Lepelle frequently with greater intensity in the future.
Northern Water. Despite the lack of any codified laws on water rights and 

sharing, delegates at various water summits realised that 
security is a common challenge that requires a common 
approach. Therefore, joint management of water 

Our business 

Water security
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To this end, I am pleased to indicate that our performance The three are in the main units that always marshal us 
management system has been radically improved in order into compliance by raising red flags against likelihoods 
to be more and clearly output-driven. The process of and possibilities of non-compliance and consequently 
aligning and improving the workforce planning strategies is fashion remedial actions. There is a sufficient measure 
bearing fruit and will ensure that we continue to achieve the of autonomy given to these units so that they can 
organisation's business objectives with the available perform their work without fear or favour. 
resources. The organisation's performance management 
system is also aligned to its strategic goals with a clear link 
between the individual staff goals and the organisation's 
goals. The external auditors have expressed an unqualified 

audit opinion on the 2014/15 annual financial 
statements and performance information. While we 
welcome the external auditors' opinion, we remain 

It gives me pleasure to report that we remain committed to mindful of the matters emphasised as requiring 
employment equity and have developed a clear plan for additional focus in the coming year in order for the 
achieving this in the next five years. The current plan is to be organisation to maintain an unqualified audit opinion.
reviewed and, with the target female to male ratio of 39:61, 
we have managed to achieve a ratio of 32:68 in the past 
year. We acknowledge that employees are key 
stakeholders in developing the success of the business. Our I wish to thank the management and staff of Lepelle 
objective is to attract, develop and reward employees who Northern Water for their contribution and tireless 
subscribe to and uphold our values. Due to resilient and work to ensure the achievement of our mandate, the 
aggressive retention and the organisation's succession results for the year under review, and their dedication 
strategy, we maintained an acceptably low staff turnover of and commitment to the agenda of sustainable and 
0.46%. There are, however, still difficulties and challenges in affordable water services delivery. 
maintaining critical and specialised skills within the sector. 

A special thank you goes to our stakeholders and 
customers for their support during the financial year. 
Lastly, I wish to unreservedly thank the Minister of 

As the Accounting Authority, I have submitted quarterly Water and Sanitation the Honourable Nomvula 
performance reports to the Department towards the Mokonyane MP for her courageous leadership, 
accomplishment of the objectives stated in the business seasoned guidance, and reliable support during the 
plan and the Shareholder's Compact. Section 51 (1)(a) of the year under review.
Public Finance Management Act of 1999, as amended, 
states that a public entity's accounting authority must 
ensure that the entity has and maintains effective, efficient ____________________________
and transparent systems of financial and risk management, 
and internal control. Accounting Authority
I am pleased with the level of responsibility and endeavour Mr PK Legodi
displayed by the Executive Management and our treasured 
staff when addressing the above and many other legal and 
policy compliance areas as required by the laws governing 
and or impacting on our business. I will remain both 
instrumental and supportive to such processes in 
anticipation of total compliance in all material respects. 

We support the highest standards of corporate governance 
and, to this end, the organisation subscribes to the King III 
report on Corporate Governance. Complying with the letter 
of the law and keeping it, remains a priority and all efforts 
are put in place to ensure that we meet this priority.

The review of the policies and procedures of Lepelle 
Northern Water is an on-going process. The purpose of the 
review is to ensure that our policies are always aligned with 
the letter, spirit and purport of the law. We have necessary 
management units such as internal audit, risk management 
and legal compliance. 

Financial commitments

Human resources

Acknowledgements

PFMA compliance

Corporate governance



Page 7

CORPORATE GOVERNANCE
Senior Management
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Senior Management

Chief Audit Executive: DG Manzini GM: Operations & Maintainance - 
AE Netshidaulu

Chief Risk Officer: MM Mashamaite

Manager: Strategy & Planning  - 
N Nokeri

Chief Financial Officer - JC Killian Acting GM: Corporate Services  -
RJ Mathebula

Acting Chief Executive: PK Legodi
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3. CORPORATE GOVERNANCE

3.1 THE BOARD

3.2 EXECUTIVE MANAGEMENT

Mr PK Legodi (Acting Chief Executive)

Mr JC Kilian (Chief Financial Officer)

Mr Ahuiwi Netshidaulu (GM: Operations & Maintenance)

Mr RJ Mathebula (Human Resources Manager)

The organisation has been operating without the Board since the term of the previous board members 
expired in April 2014. The Minister of Water and Sanitation formally appointed the acting Chief Executive as 
an Accounting Authority of the organisation until the new Accounting Authority is appointed.

He brings invaluable knowledge, skills and experience in legal practice, administration and corporate 
governance with him. After his admission as an attorney of the High Court of the Republic of South Africa, he 
joined and served several State organisations as a legal advisor and executive manager.  He is currently 
responsible for the strategic leadership of the organisation. He holds the LL B, LL M, and Postgraduate 
Diploma in Corporate law.

He was appointed as Financial Manager in 1994 and Chief Financial Officer in 2009. Mr Kilian has 37 years' 
experience in financial discipline. He is responsible for the financial management aspects of the business. 
Before joining LNW, he held the position of management accountant with Foskor Ltd. He holds B.Com 
(Commerce) degree with University of Pretoria, B.Com (Honours) and Master's Degree in Business 
Leadership (MBL).

He has experience in business strategic planning and execution in the water sector. His experience in 
research and development has contributed into new knowledge, technology and management systems in 
the sector significantly. Being in the water sector for 19 years has afforded Mr Netshidaulu vast experience in 
the optimisation, operation and maintenance of water and waste water infrastructure, treatment process 
and distribution system, water quality management, project planning and implementation, and 
management in general. He holds a Master of Science in Civil Engineering (Water) and Master of Business 
Administration. He is also trained in the areas of project management, health and safety, supply chain and 
financial management. 

He brings into the organisation an extensive knowledge and experience in labour relations and human 
resources management. He was appointed in the following positions since joining Lepelle Northern Water 
between the years 2000 and 2007 i.e. Human Resources Officer, Labour Relations Officer and Human 
Resources Manager. He has completed an Industrial Relations Development Programme with Stellenbosch 
School of Business Management. Mr Mathebula is currently the acting head of Corporate Services.
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Ms DG Manzini (Chief Audit Executive)

Mr N Nokeri (Strategy and Planning Manager)

Ms MM Mashamaite (Chief Risk Officer)

She has enormous experience in internal auditing, financial management, risk management and corporate governance. 
Herexperience of 13 years is in provincial and local government, parastatals, tertiary institution and banking. She is a 
member of the Institute of Internal Auditors South Africa (IIASA) and also served as the Deputy Regional Governor for 
Limpopo Committee. She is qualified as a Certified Government Audit Professional (CGAP) and completed the Chief Audit 
Executive Leadership and the Senior Management Development courses. She also holds a National Diploma in Internal 
Auditing, a B Tech in Internal Auditing and a Post Graduate Diploma in Internal Auditing.

He has experience in business development management, development of policies, corporate plans and strategies in the 
water sector. Rigorous engagements with various municipalities have contributed a lot into his understanding of the local 
government. Being in the water sector for 25 years has afforded Mr Nokeri experience in the operation and maintenance 
of water and waste water systems, water quality monitoring, project monitoring and evaluation, and management in 
general. He holds a National Diploma in Water Care, Master's Degree in Sanitary Engineering and M. Tech in Water Care 
and a Certificate of Programme in Project Management.

She has vast experience in risk management, auditing, corporate governance and finance. She is also a dedicated and 
enthusiastic professional with over ten years' work experience, acquired across both the public and private sectors. She is 
a full member of the Institute of Risk Management South Africa and possess the following formal qualifications: B Com, B 
Com Honours and Post Graduate Diploma in Accounting Sciences from the University of Limpopo and UNISA 
respectively.
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Figure 4-1: LNW Stakeholders

LNW
stakeholders

STATUTORY
Minister of water & Sanitation

Department of water & sanitation
National Tresury

CONTRACTED
Municipalities

Staff
Suppliers

Service Providers

STRATEGIC STAKEHOLDERS
Limpopo Office of The Premier

Coghsta
SALGA

SAAWU
Proffessional bodies i.e CIDB, 

SA Institute of Civil engeenering

NON CONTRACTED
Communities

Non governmental entities
Schools
Media

Stakeholders are indeed a key component of Lepelle 
Northern Water's existence.  To this end various 
platforms and tools are used in the organisation to Engagements with water services authorities with a 
create and strengthen relations.  Some of the view of maintaining business relations with 
platforms include planned and ad hoc meetings, customers were held in the period under review. The 
technical meetings with WSA's, district planning following are some of the outcomes of the 
forums, performance reviews on contractual engagements:
agreements, outreach activities, sector events , ? Agreement in principle with Mogalakwena Local 
scheduled media interviews, publications and Municipality to operate and maintain all their 
workshops. All these efforts are geared towards borehole schemes.
fortifying LNW's business and mandate. Positive ? Agreement in principle with Sekhukhune District 
and sound relationships with water services Municipality to extend the three (3) year contract 
authorities and other water sector partners were to fifteen (15) year contract in order to cater for 
built and strengthened during the reporting period. some of the major capital projects that has been 
In addition to the scheduled performance review long outstanding.
meetings with the water services authorities and ?Agreement in principle with Vhembe District 
other stakeholders, the following are some of the Municipality to operate and maintain schemes like 
highlight activities and discussions in the year under Nandoni and its distribution system once the 
review: Department of Water and Sanitation has endorsed 

the proposal.

Bulk Water Services

4. STAKEHOLDER RELATIONS
Positive stakeholders relations and continued engagements are vital for the achievement and 
sustainability of LNW’s mandate as highlighted in the figure below:
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?Resuscitations plans for the boreholes in the surrounding villages of the city
Polokwane municipality in order to augment the ? Contribution to Sekhukhune District Municipality 
bulk water supply within the municipality to sustain Mayoral's Annual Charity Golf Day where proceeds 
the local economy. went to construction of Tubatse Creche

? Donation and installation of 5 Jojo tanks (1 per 
school to the following schools from a competition 
we ran at the SA Principal's Association hosted by 

? The following water use licenses were authorised  Limpopo: 
from the Department of Water and Sanitation:

?  Mmaphotla Primary School in Mankweng 
1. Ebenezer Scheme – 44 Ml/day ?  Hwelereng Primary School, Lebowakgomo,
2. Olifantspoort Scheme - 89 Ml/day ?  Phulane Primary School,  Lebowakgomo 
3. Politsi Scheme – 9.8 Ml/day ?  Mankopane Pre-school in Bakenburg 

?  Mafenya Primary School, Khuvi, Thohoyandou
? Upgrading of the Giyani Water Works:

Construction of borehole structure and refurbishing 
 of the office and kitchen facilities at the Mphephu 

Orphanage Centre in Ndzhelele.
? South African National Accreditation System 

(SANAS) Accreditation of LNW's laboratory based 
at the Ebenezer Plant 
? LNW is ISO 14001: 2004 certification. The following 

have been certified: Head Office, five (5) 
wastewater treatments works, five (5) potable 
water package plants, twelve (12) conventional 
water treatment works and one (1) borehole 
scheme.
? LNW, together with other water entities joined the 

Ministry of Water and Sanitation in attending and 
participating at the 7th World Water Forum, the 
largest international water event in the world, held 
in South Korea in April 2015.  

Lepelle Northern Water remains dedicated to 
improving the quality of life of the communities 
within the Limpopo province. 

2014/15 was a year of consolidation for LNW's social 
investment strategy, the CSI strategy and plans were 
reviewed to strengthen focus on interventions 
related to LNW's mandate. For long term value 
creation it is important that the CSI activities 
complement both LNW and the municipalities' 
mandates to bring out impactful change to the lives 
of communities within the service area. To this end 
the following projects were undertaken and 
completed:

?Construction of 10 Enviroloo toilet facilities for 
Khogonyane Junior Primary School, Vhembe 
district
?Contribution to Polokwane Municipality Executive 
Mayor's Annual Charity Golf Day where proceeds 
are distributed among charity organisations around 

Supply Augmentation

Industry accreditations and events

4.1 CORPORATE SOCIAL INVESTMENT

4.1.1 Approach
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Figure 5.1-: Overall organisational Performance 2014/15
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5. PERFORMANCE REVIEW
The review is against the Shareholder's Compact as well as 2014/15 LNW's Business Plan and overall 
organisational performance. Figure 5.1 below depicts the overall organisational performance at a glance.
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5.1 PERFOMANCE AGAINST 2014/15 BUSINESS PLAN
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6.1 PRODUCT STATUS

6.1.1 Overall Water Quality Performance
Average water quality compliance graph is depicted in Figure 6-1. The minimum requirement is 95% for 
microbiological, physical, chemical and operational compliance, the achieved water quality compliance 
exceeded the minimum requirement.

Figure 6-1 -: Overall water quality compliance

6. OPERATING ENVIRONMENT
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The bar charts below depict the water quality performance for microbiological, physical, chemical and 
operational compliance in each of the plants registered as part of the Blue Drop System.

Challenges and plans towards full Microbiological compliance

At the Olifantspoort Scheme and sub scheme (Fetakgomo, Capricorn) the plant is operating above its 
design capacity giving rise to operational problems. LNW has been granted additional abstraction volumes 
from the Olifants River and plant will be upgraded to 120 Ml/day.

Figure: 6-2: Microbiology complience
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Figure  6-3 : Physical Compliance

The overall physical properties of water provided by LNW are in an excellent condition.

Figure 6-4: Chemical Compliance

At the Politsi Scheme, the plant is operating above its design capacity experiencing seasonal variations of 
chemical determinands. LNW has been granted additional abstraction volumes from the Magoebaskloof 
Dam and plant will be upgraded to 9.8 Ml/day.  The plant upgrade will be designed to mitigate the seasonal 
variations of these determinants.

Challenges and plans towards full Chemical compliance
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Figure  6.5 -: Operational Compliance

LNW target is to supply water with operational compliance of >95%. Turbidity and residual chlorine 
contributed to compliance values >95%.

The Flag Boshielo WTW is operating 150% above its design capacity, resulting in the scheme to experience 
the most variance with operational compliance at 68%. Partial commission of the 4Ml/day package plant and 
plant upgrade to 16Ml/day will contribute to massive operational compliance improvements.

Reservoir cleaning schedules have been compiled and adhered to in order to mitigate the high turbidity 
within the network. To remedy the fluctuating residual Chlorine, limits have been set per each scheme.

The water quality testing, carried out in the SANAS-accredited laboratory by the Risk and Quality Unit, is 
divided into four categories, namely physical, chemical, microbiological and operational as per SANS 241: 
2015 requirements. 

Physical elements such as clay particles in water can affect the aesthetic quality of the water, and the 
removal of the particles is important to ensure a final product of high quality. The testing parameters include 
pH levels, turbidity and conductivity. Chemistry Laboratory is divided into two sections, organic and 
inorganic chemistry. Organic chemistry involves testing for compounds that contain carbon-hydrogen, 
while inorganic chemistry involves testing for compounds that do not contain carbon. Inorganic 
compounds include metals, such as mercury, lead, etc. Chemical quality affects the stability of water and is 
another essential aspect that must be monitored and controlled. Unstable, corrosive water may negatively 
affect the life span of pipelines and pumps due to corrosion, while water with a high alkalinity may cause 
reduction of flow through scaling.

Vigorous microbiological tests are also performed to ensure that the final water supplied is free from 
microorganisms such as E.coli Heterotrophic bacteria and other harmful pathogens.Water quality 
monitoring was conducted at more than 4038 sample points spread over the entire bulk and distribution 
networks of schemes operated by LNW. More than 20 540 tests were conducted on samples collected from 
these sample points as part of LNW's compliance monitoring programme. 

Challenges and plans towards full operational compliance

6.1.2 Product Risk and Quality



Page 25

The results are reported monthly and electronically on DWS's Blue and Green Drop System.

Blue Drop progress assessments were conducted at the beginning of 2014. LNW strives to supply water 
that complies with SANS 241: 2011 drinking water specifications and is currently improving its quality 
systems to comply with the new 2015 revision of SANS 241: 2015. The SANAS-accredited laboratory 
performs compliance analysis to ensure that the water supplied is of an acceptable quality that will not 
negatively affect consumer health over a lifetime of consumption. 

In the 2014/15 financial year, LNW has embarked on a major drive to work hand in hand with the various 
water services authorities to improve water quality at consumer taps. The overall water quality supplied by 
plants operated by LNW is depicted in the graphs under “Water schemes statistical information” in this 
report.

The three waste water treatment works LNW is operating on behalf of the Sekhukhune District 
Municipality are:

· Burgersfort Waste Water Treatment Works
· Marble Hall Waste Water Treatment Works
· Steelpoort Waste Water Treatment Works 

The compliance of the effluent from the waste water treatment works is based on tests that are prescribed 

6.1.3 Overall Water and Wastewater Quality

The 2014/15 average effluent quality compliance for the waste water treatment works is as follows:

Figure  6. 6 -: Microbiological Compliance

The Burgersfort Wastewater Treatment Works, is operating 200% above its design capacity resulting to 
process failures. A service provider has been appointed for the Burgersfort WWTW upgrade to 10Ml/day, 
the upgrade is envisaged to be completed February 2016.
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Figure 6.7  -: Physical Compliance

Figure 6-8 : Chemical Compliance

A turnaround strategy is being implemented to improve compliance at Marble Hall and Steelpoort WWTW 
with use of Wastewater Risk Abatement Plans and the WSA to start monitoring of industrial discharges into 
the sewer and enforcing of by-laws.

During the financial year 2014/15 the Risk and Quality Laboratory has undergone surveillance audits by the 
accreditation body, SANAS and was recommended for continued accreditation. 
 
The organisation has invested in the most technologically advanced laboratory equipment with the aim of 
satisfying the water testing needs within the Province. The chemistry laboratory comprises organic and 
inorganic laboratories, while the microbiology laboratory envisages conducting analysis for somatic 
Coliphages, pathogens and viruses in the near future, in order to supplement what it can currently do. 
The scope of analyses for the laboratories includes analyses of potable, borehole, river and   effluent water 
for chemical and physical parameters. Chemical constituents include metals (such as iron, zinc, aluminium 
and calcium), ions (such as fluoride, nitrate and phosphate) and physical properties of water, which include 
the pH level, turbidity and electrical conductivity. Advanced technologies are used by the laboratory to 
analyse water samples.

6.1.4 Accreditation: ISO 17025
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6.2 RESEARCH AND DEVELOPMENT 

6.2.1 Water supply augmentation/Water availability 

6.2.2 Energy-Efficiency Improvement and Consumption Reduction

6.2.3 Automated Bulk Water Meter-Reading System

6.3  ENVIRONMENTAL SUSTAINABILITY

6.3.1  ISO 14001 Certification

Water scarcity continues to present the greatest challenge in our country. Exploration of ground water 
sources continued during the period under review. LNW research on the quantity and status of boreholes 
within its area of supply is ongoing, with the intention of mitigating the water quality outliers present.

Due to soaring energy tariffs, as well as in an effort to reduce its carbon footprint, LNW has resolved to 
implement the following projects:

? Installation of Photovoltaic cells on the parking bays of its corporate head office. The unit feed directly 
into the electrical grid and has the ability to generate up to 30 kW under full sun conditions. The generated 
electricity is sufficient to provide all the energy required for the lights in the head office.
? Three schemes, namely Ebenezer, Flag Boshielo and Doorndraai, were identified as potential sites to 

generate electricity for plant consumption via hydroelectric power. As a start a 100kW unit will be installed 
at the Ebenezer plant and piloted for twelve months. Thereafter the other two schemes will be 
considered further.
?

A pilot was successfully conducted over a six-month period in order to read bulk consumer meters via GSM 
technology. LNW plans to roll the project out in the coming financial year, in order to replace manual meter 
reading, although monitoring and evaluating of the system will be ongoing.

LNW is implementing the ISO 14001: 2004 Environmental Management System to manage, oversee and 
deal with possible environmental impacts. These impacts might have adverse negative effects on the 
environment, emanating from the LNW's supply of bulk potable water and other operations.
LNW was able to maintain ISO 14001 certification and certify additional 11 sites, bringing the total number of 
sites to 24 (including Head Office)

Table 6-1: ISO 14001 Certified schemes
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6.3.2 Waste Management

6.3.3 Carbon Footprint

6.3.4 Monitoring of Raw Water

6.3.5 Water Use License

6.3.6 Occupational Health and Safety

LNW has implemented solid waste management in the organisation. Segregation stations have been set up at all plants 
to develop the practice of waste separation and recycling. Biological and Chemical hazardous waste is segregated and 
collected by a competent service provider, who further provides a disposal certificate.
Sludge management is another aspect on which LNW focuses during waste water treatment. Dry and wet sludge is 
sampled and analysed to record the quality in terms of the helminth ova parasite and other toxicants found in the 
sample. The laboratory tests also include classification analysis, from which further use or disposal methods are 
recommended.

Artificial wetlands have been planted at Steelpoort WWTW to absorb nutrients such as phosphorus and nitrate. The 
impact of vetiver grass in improving water quality is currently a school project for one of the National Treasury Learner-
graduate currently undergoing training in the organisation with the aim of presenting the findings at WISA conference 
in May 2015.

The organisation's carbon footprint is being monitored. A study is being undertaken to identify and monitor the extent 
of elements that might have a significant impact and contribute to the organisation's carbon footprint. These aspects 
among others, include raw water pumped, treated water pumped, electricity usage, fuel usage, waste bags generated 
and chlorine/flocculant usage. 

Raw water monitoring has been improved by introducing toxicological analysis. Bio-monitoring, sampling and 
laboratory tests were performed. The aim of these studies is to utilise available bio-monitoring protocols to determine 
the accumulation level of potential toxicants in biota, as well as to describe the biotic (biological) integrity or status of 
water sources. This study will serve as a baseline for the bio-monitoring survey and will be utilised as stipulated in the 
water license.

The following water use licenses have been authorised from the Department of Water and Sanitation:

1. Ebenezer Scheme – 44 Ml/day

2. Olifantspoort Scheme - 89 Ml/day

3. Politsi Scheme – 9.8 Ml/day

LNW took its occupational health and safety to a new level during the year. LNW is continuously applying the NOSA SHE 
Management System and incidents and accidents that occur at plants are reported on a monthly basis for corrective 
actions to be taken. Most of the plants have achieved the five star and others are at four stars grading, this show 
tremendous improvement as compared to the past years.
The policies of the National Occupational Health and Safety Association (NOSA) are firmly entrenched in the 
organisation and are bearing fruit to ensure that the organisation complies with the Occupational Health and Safety 
Act. The 2014/15 NOSA audit took place in June 2015 and the table below depicts the outcome, as well as that of previous 
years.

Figure 6-9 : Safety performance comparison between 2013/14 and 2014/15 NOSA grading
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6.4 WATER RESOURCES AND INFRASTRUCTURE STABILITY

The graph below indicates the levels of the dams shared by residents of Limpopo and Mpumalanga 
as at the end of June 2015.

Figure 6.10 : Dam levels

The decreasing dam levels are the result of the adverse effects of climate change.  The levels of the dams that supply 
LNW with raw water posed a water shortage threat during the course of the year, as depicted in the table above.

LNW plans to increase the capacity of the Ebenezer and Olifantspoort schemes in the foreseeable future to improve 
the surety of supply and the volumes of water available within the Capricorn District, especially to Polokwane. Similar 
plans are in place for the Politsi and Nkowankowa schemes located in the Mopani District. The project to increase the 
capacity of Flag Boshielo scheme from 8 -16 Ml/day has commenced.

Parallel to extending schemes; major refurbishments are also undertaken in schemes such as Phalaborwa, Politsi in 
order to maintain surety of supply to the industrial complex, as well as to potable consumers.

During the course of the year, LNW undertook a number of major capital and refurbishment projects. Apart from 
upgrading and extending its own infrastructure, LNW also acted as a project implementing agent for the Department 
of Water and Sanitation.

Table 6.2 below depicts the capital and major refurbishment expenditure of LNW over the past three years, and Table 
6.3 shows the detail of the expenditure in 2014/15. It is evident that there has been a steady increase in the level of 
expenditure.

Table 6.2: Capital and major refurbishment 

6.4.1 Surety of Supply

6.4.2 Capital and Refurbishment Programme (2014/15)

NB: The expenditure excludes the capital spent on behalf of DWS.

2012/13
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The table below indicates the major projects being implemented at different stages and their values.

Table 6.3 : Some of the major projects implemented

6.4.3 Extent of Operations

7.1 HUMAN CAPITAL MANAGEMENT 

7.1.1 Vacancies

7.1.2 Job Creation

A total of 20 water treatment works and four waste water treatment works, spread across the Waterberg, 
Sekhukhune, Capricorn and Mopani district municipalities, are operated and maintained by LNW.

In the period under review, 26 vacant positions were filled, of which 12 were females, representing 46% of 
the staff compliment. However, meeting of set numerical target remains a challenge. To this end LNW has 
embarked on targeted talent acquisition process and application of fair discrimination.

In the period under review 139 jobs were created both permanent and through infrastructure projects by 
means of participation in the Expanded Public Works Projects (EPWP). Of the 139 jobs 39 employees were 
appointed on a permanent positions including replacements of those who resigned. Quarterly reports on 
this effort were sent to the Ministry of Water and Sanitation. 

7.  PEOPLE EMPOWERMENT
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7.1.3 Staff turnover

7.1.5 Occupational Health and Safety

7.1.4 Employee Wellness Programme
7.4 SKILLS DEVELOPMENT

Disease Management

Psychological Wellbeing

7.2.1 Graduate ProgrammePhysical Wellbeing

Incapacity and sick absenteeism management

The accumulative staff turnover as at the end of 
the period under review was relatively stable at 
0.46%, which was well below the target of 2.00%. With the use of wellness, health and safety 
The implementation of the retention and programmes, LNW has been able to maintain a 
succession planning strategies, as well as the very low incident rate during the period under 
promotion of specific target groups identified in review. As a matter of policy, all employees 
the Employment Equity Plan, is assisting in undergo pre-, periodical and post-medical 
keeping staff turnover at acceptably low levels. examinations. The results are analysed and 
Although it is generally accepted that a high staff professional advice on the types of wellness, 
turnover is healthy, because new employees can health or safety measures or interventions to be 
bring new innovative ways of conducting implemented is given. In instances where an 
business, a staff turnover of less than the norm of 

occupational health practitioner diagnoses an 
2.00% bodes well for LNW as a water utility. The 

employee to be temporarily or permanently unfit 
retention of specialist, scarce and mission critical 

for normal duty due to ill-health, LNW skills is a strategy that ensures an uninterrupted 
implements the Incapacity and/or Termination water supply.
Policies and Procedures.

LNW is committed to promoting the wellbeing of 
LNW continues to upskill and develop its human the employees to ensure a conducive 
capital and contributes to the country's skills organisational climate for maximum productivity. 
shortage, demand and supply through its training The Employee Wellness Programme - has thus 
and development framework policy. These embarked in the following: 
training programmes are implemented for the 
benefit of both employees (18.1 learners and non-
employees (18.2 learners) in need of particular 
skills within water and energy sector to address Health promotion campaigns including HIV 
skills gaps, improve organisational performance Counselling and Testing, medical screening and 
or to increase their chances of getting health education on major lifestyle diseases. 
employment.

During the period under review LNW benefited 
from the National Skills Strategic Projects funded Wellness interventions in the form of counselling, 
by National Treasury as prescribed by Division of critical incident stress debriefing and trauma 
Revenue Act 2015, Schedule 5 to develop and avail management services were provided to the 
engineers and scientists within the water sector. employees in need. Consultations on wellness 
Most vacant positions were filled from a trained issues were conducted with frontline supervisory 
pool of talent supplied by the programmes.staff.

LNW continued to offer graduates and other LNW has a sports and recreation policies that 
diplomats and students the opportunity to provides and encourage sport ing and 
p a r t i c i p a t e  i n  g r a d u a t e  d e v e l o p m e n t  recreational activities internally and externally to 
programmes during the period under review. promote physical fitness, stress management 

and teambuilding with LNW stakeholders.

Four cases of incapacity were administered in 
terms of ill-health policy. the implementation of 
wellness intervention strategies contributed 
towards LNW achieving a low sick-absenteeism 
rate of less than 2.5% per month.
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Table 7.1: Internship programme for 2014/15

National Infrastructure Skills Programme

LNW continued to implement the National Infrastructure Skills Programme as appointed by the 
Department of Higher Education and Training to lead a national training campaign with a strong focus on 
the diverse skills needed by the water sector, which includes local government. In total, 1 036 learners and 
graduates registered from district municipalities across Limpopo benefited from the programme, which 
commenced from 1 September 2011 and 1 April 2012, respectively. 

Table 7-2 and Table 7-3 below reflect the numbers and the skills categories that students were registered for:

Table 7-1 below reflects the intake and the academic fields the interns were exposed to:

Table 7-2: National Infrastructure Skills Programme for 2014//15 (Department of Higher Education and Training)
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Table 7.3: I Infrastructure Skills Development Grant for 2014//15

Bursary Scheme

 Capacity Building

Apprenticeships

LNW offers employees bursaries to register with various Further Education and Training (FET) and Higher 
Education and Training (HET) institutions. Seventy-one (71) employees were awarded bursaries to study for 
diplomas, degrees and certificates. Of the seventy- one loans granted, twenty nine were converted to study 
grants upon successful completion of the training programmes. 

During the period under review, a significant number of LNW employees attended various workshops, 
seminars and conference in line with their Personal Development Plans (PDPs) to enhance their work 
performance.

Six (6) apprentices enrolled for electrical, mechanical and instrumentation engineering training (Table 7.4). 
Of the six, five apprentices completed their trade tests and were placed internally as artisans.

Table 7-4: Apprenticeship Programme 2014/15
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7.4.6 Adult Basic Education Programme

7.4.7 Employment Equity

The drive to have all employees complete ABET Level 1 paid off. To date, LNW had less than 2% of employees 
without ABET Level 1.

As a transformation management strategy, LNW develops a long-term Employment Equity Plan that guides 
the organisation in fulfilling its obligation to ensure employment equity in the workplace. A five-year 
Employment Equity Plan has been approved by the Department of Labour for implementation. Currently, 
LNW boasts a male/female ratio of 68:32%. The objective is to achieve at least 41% female representation in 
the whole organisation within the next five years.

Table 7.5 : Employment Equity Plan

Actual percentages = 70% male vs. 30% female. Target = 95% designated groups (both male and female), 11% 
female and 2% people with disabilities



7.5  LABOUR RELATIONS

7.5.1 General Misconduct

Relations between LNW and the union SAMWU remain normal for the 2014/15 financial year. This was 
attributed to the fact that all cases against the three shop stewards were finalised.

The term of the previous shop stewards has ended, we have started a new term which will end in 2016 and 
new shop stewards have been appointed. The office of Labour Relations intends to start the new term with 
a Relationship Building Exercise to ensure a proper start to new labour relations in order to avoid the 
skirmishes of the previous year because the employees suffered the brunt of the broken relationship.

A second trade union in Municipal Education State Health and Allied Workers Union (MESHAWU) has 
entered the folds. This after meeting the criteria for recognition in terms of the Labour Relations Act as 
amended. The South African Municipal Workers Union remained the majority union during the period under 
review. Negotiations and consultations on procedural issues and matters interest were conducted at plant 
level due to the absence of a functional central bargaining structure. 

During the period under review, LNW experienced several cases of misconduct summarised as follows: 
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WORKFORCE PROFILE
Table 7.6 : Workforce profile as per occupational levels

Table 7.7 Status of disciplinary cases



Grievances Status

Suspension Statistics

Medical Aid Membership

LNW enjoyed a relatively strife free working environment. No grievances were lodged during the period 
under review.

The cases of the three employees suspended for various misconduct offences were finalised and all were 
dismissed.

In line with LNW's Medical Aid Membership Policy, membership of a medical aid scheme is compulsory to 
ensure that employees and their families are medically covered. The organisation covers 70% of monthly 
premiums, whilst the employee covers only 30%, thus making medical aid cover accessible to all employees. 
The total number of employees not on medical aid schemes for personal and religious reasons represents 
2.47% of the workforce.

Figure 7-1: Medical Aid Membership

Employees without 
Medical Aid membership
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The entity has streamlined its financial and supply chain management processes to ensure that it remains in 
the current reporting frameworks and supply chain frameworks. It is guided by the following legislative 
prescripts in the execution of its duties:

? Public Finance Management Act, Act No.1 of 1999 (PFMA)

?Water Services Act, Act No.108 of 1997

?Supply Chain Management Framework

?Preferential Procurement Policy Framework Act

?Municipal Finance Management Act

?

This section focuses on maintaining and implementing sound financial processes and controls, and on 
ensuring compliance with relevant legislation. Key performance areas include financial administration, 
accounting, treasury management and reporting.

The implementation of an advanced Enterprise Resource Planning (ERP) system during the past period was 
a success. The system assists in recording and reporting financial transactions in real time, thereby 
enhancing available information to enable economic decisions.

The PFMA focuses on financial management with related outputs and responsibilities. The entity has 
established an ongoing process of awareness, education and advice with regard to the PFMA within the 
business. This also involved developing the entity's financial policy and procedure manual to ensure 
effective internal control processes. 

The entity complies with their fiduciary duties as the accounting authority, as set out in the PFMA. The entity 
responsibilities, in terms of the PFMA, include taking appropriate action to ensure:

? economic, efficient, effective and transparent systems of financial and risk management, and internal 

control are in place;

? a system for properly evaluating all major capital projects, prior to a final decision on each project, is 

maintained;

?  the implementation of appropriate and effective measures to prevent unauthorised, irregular or fruitless 

and wasteful expenditure, expenditure not complying with legislation, or losses from criminal conduct;

?  that all revenue due to is collected;

?  the economic and efficient management of available working capital; and

? the definition of objectives and the allocation of resources in an economic, efficient, effective and 

transparent manner.

8.1 FINANCIAL MANAGEMENT

8.2 PFMA COMPLIANCE

8.  FINANCIAL SUSTAINABILITY



8.3 OVERVIEW OF FINANCIAL STATEMENTS

8.3.1  Solid financial performance
The financial results as in June 2015 demonstrate the entity`s efforts to ensure financial sustainability and 
viability to allow the entity to accelerate its service delivery mandate by re-investing its earnings to critical 
water infrastructure to ensure constant supply and increase in production that enable the entity to 
continuously delivery such critical services. 

The entity reported a net surplus of R69.4 million (2014: R17.7 million) for the year, as a result of increase in 
water tariff, a gross margin of 52% despite the high increase on our water cost, as well as electricity. Revenue 
increased to R441.5 million from R398.4 million (10.8%) for the year under review, with no increase in volume 
sold.
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FINANCIAL PERFORMANCE

Figure 8-1 Seven year financial perfomance



8.3.2 Supply of good quality water at affordable rates

The entity has kept its annual tarrif increase at below 10% for the past 4 years considering the socio 
economic factors within the province. This was despite the 15% increase in electricity tariff and 12.5% on the 
raw water charges. The entity's average tariff is R4.36 for the year under review moving from R4.08 in the 
previous financial year.

Figure 8-2: Average tariff for the past seven years

Other income was received from rental of properties within the entity to the employees, situated at some of 
the plants owned by LNW. The fee charge to the employees is for the purpose of maintenance of the 
houses. 

The income received on cost recovery from municipalities for plants operated on behalf of the 
municipalities as well as Management fee amounts to R97,3 million from R79,9 million in 2014. This is mainly 
due to increase in number of projects implemented on behalf of other institutions.

The main cost drivers have been the electricity and salaries. The entity's variable cost increased by 11% which 
include the electricity, chemicals, raw water and direct labour cost. The entity decrease the gross profit 
percentage from 53% to 52% in the current year due to increase variable cost.

The cost of raw water is determined by the DWS pricing strategy which is link to the producer price inflation. 
In 2015, the cost of raw water increase by 12%. The entity recorded a decrease on maintenance cost in the 
year 2015, the decrease was expected after most of our major refurbishment of the systems was carried out 
in the previous financial years.

Electricity increased by 8% to R108,6 m (2014: R99,9m), notwithstanding the organisations’s growth energy-

8.3.3 Other income

8.4 INPUT AND OPERATIONAL COST

8.4.1 Cost of Energy
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Figure  8.3: Energy cost for the past seven years

Chemical costs increased by 7% mainly due to change in the type of chemicals used to comply with, the 
requirements in terms of the blue drop.  We benefited from improved water turbidity levels during the year 
as well as the discontinued utilisation of Ammonia resulting in less chemicals needed for treatment purposes

Depreciation and amortisation of assets increased by 8% R28, 0 million (2013:R26,1m) mainly due to assets 
capitalised during the year under review. The trend is expected to grow significantly in the following year 
due to anticipated growth in capital expenditure and finalisation of the major capital investments.

Remuneration cost increased to R169 million as employee's numbers increased by 0.04% to 324. In the year 
under review, salaries increased by 13% due to new appointments.

8.4.2 Chemical Cost

8.4.3  Depreciation

8.4.4 Salary mix 

Figure: 8.4: Remuneration at various categories

Remuneration
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8.4.5 Other operational cost

Other operating expenses has insignificantly increased from R55.83 million to R55.86 million. The entity's 
initiative to reduce operating expenses has yielded some result though the decrease is not as desired.

8.5 FINANCIAL POSITION

8.5.1 Infrastructure 

8.5.2 Current Liabilities

8.5.3 Increasing cash generated from operations 

Capital expenditure realised at R92.2m during the year under review. The entity undertook to advance in the 
capital projects to meet the demand for water services within our area of operations as well as to replace old 
infrastructure. One of the major projects included the construction of a pipeline from Phalaborwa plant. 
Amongst other projects, the entity also constructed a reservoir to increase constant water supply to the 
Polokwane municipality. Capital expenditure will increase in the coming five years to R1.3bn as a result of 
extensive infrastructure refurbishment plans.

Current liabilities for the year decreased by 52% to R166m (2013/14:R221m).

Net cash from operating activities decreased to R4m. The amount of net cash utilised in investing activities 
increased in the year, mainly due to acquisition of property, plant and equipment. The net effect was cash 
reserves of R217,7m.

Table 8.4: Financial Performance at glance

Figure 8-4-: Cash and cash equivalents trends for the past seven years
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The entity debt to equity level at year end was 21%, and indicating the significant capacity is still available to 
fund future expenditure.

The entity continues to subscribe to the best practises of procurement and it further continues to comply 
with relevant prevailing legislations. This includes ensuring that procurement processes are aligned to with 
the following key components:

? Detailing of procedures
? Allocation of roles and responsibility 
? Delegations of authority 
? Monitoring of procurement performance 

Enterprise development is important to LNW, to this end 75% of procurement was with historically 
disadvantaged entities.

The entity ensures that it contributes to encouraging the stakeholders to comply with legislative 
requirements that effect the economy of the country. It is a requirement that all service providers be 
compliant with tax and applicable professional bodies. We also allow fair market competition in ensuring 
that awarding of contracts is not found to be contravening or defeating  principles within supply chain 
management guideline and legislation.

LNW has adopted the Enterprise Risk Management (ERM) approach, which seeks to identify, evaluate, 
monitor and report all actual and potential risks at the earliest possible time. This exercise remains inherent 
throughout the organisation via the risk assessments conducted periodically within the organisation as well 
as monitoring of the mitigation measures as outlined in the risk register.

LNW has put measures in place to:

? identify and prioritise key risks

? determine appropriate levels of risk tolerance and risk appetite

? implement a risk management strategy in accordance with the risk management policy

? measure, report, monitor and refine risks as needed

Risk tolerance levels were established for each of the organisation's strategic objectives and are considered 
for all decision-making within the organisation. The Accounting Authority contributed significantly to the 
process of risk management by consistently overseeing its implementation, monitoring and integration 
into the daily activities of the organisation.

During the year under review, the organisation conducted an enterprise-wide risk assessment and the 
following nine (9) were identified as LNW's key strategic risks for the financial year ending 30 June 2015:

8.6 SUPPLY CHAIN MANAGEMENT

8.6.1 BBBEE

8.6.2 Best practise of supply chain

9.  ENTERPRISE RISK MANAGEMENT 
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The risk mitigation plans and controls are continuously monitored for implementation.  Assurance 
functions such as Internal Audit constitute the line of defence, by evaluating the adequacy and 
effectiveness of the risk management processes, thus contributing to the risk management process within 
LNW. Management is accountable to the Accounting Authority for designing, implementing and 
monitoring the process of risk management and integrating it into the day-to-day activities of LNW.

The risk management implementation plan was prepared to implement risk management policy and 
strategy. It sets out all risk management activities planned for the coming financial year.

A Risk Management Committee established to ensure the effective management of risks throughout the 
organisation by coordinating and supporting the overall risk management, business continuity, and fraud 
and corruption prevention processes, is in place.

This Committee sits on a quarterly basis and reports to the Accounting Authority, risks facings LNW and 
mitigating measures for each risk as determined by management.

LNW adopted a business continuity policy, which ensures that its regions, plants and head office are able to 
continue providing an acceptable level of service to its customers, following a disaster that may disrupt 
normal business activities. 

Furthermore, LNW has a responsibility to its stakeholders to maintain its operations at optimum 
performance levels as far as possible, ensuring continuity. It also has a social responsibility to the public at 
large to foster confidence in its ability to contribute to the provision of water services, and an obligation to 
employees to provide reasonable job security.

It is the duty of the management of LNW to create an environment and culture in which employees know 
and believe that dishonest acts will be detected and prevented. To this end, they perform the following:

?Participate in the in-house training programme, which covers fraud and corruption detection and 

prevention, and training on the code of ethics 

9.1 RISK MANAGEMENT COMMITTEE (RMC)

9.2 BUSINESS CONTINUITY

9.3 ETHICS AND PREVENTION OF FRAUD AND CORRUPTION
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Table 9-1: Key Strategic Risks



?Ensure that staff understand that the internal controls are designed and intended to prevent and detect 

fraud and corruption or any other dishonest activities of a similar nature 

?Encourage staff to report suspected fraud and corruption directly to those responsible for investigation 

without fear of disclosure or retribution 

?Require vendors and contractors to agree with LNW's policies and procedures in writing as a part of the 

contract process, and thereby avoid any conflict of interest.

The Protected Disclosures Act came into effect on 16 February 2001. In order to remain in compliance with 
the Act, 

LNW does the following:

?Strives to create a culture that will facilitate the disclosure of information by employees relating to 
criminal and other irregular conduct in the workplace in a responsible manner by providing clear 
guidelines for the disclosure of such information and protection against reprisals as a result of such 
disclosure

?Promotes the eradication of criminal and other irregular conduct in LNW

In the year under review, twelve cases were reported to the tip-off anonymous hotline, which is 
administered by Deloitte & Touché. Disciplinary actions were implemented in cases of corrupt conduct.

In the year under review, management has put in place a continuous, systematic process of identifying and 
controlling risks in all activities according to a set of preconceived parameters by applying appropriate 
management policies and procedures. This process includes detecting hazards, assessing risks, and 
implementing and monitoring risk controls to support effective, risk-based decision-making.  

LNW has established procedures that manage the uncertainty of its operations. These procedures are 
applied to day-to-day activities that may be a threat to environmental wellbeing, as well as overall 
infrastructure assessment, to lower or eliminate damage to the environment caused by the organisation.

The following three main sources of financial risk were identified:

?Financial risks arising because of the organisation's exposure to changes in market prices, such as 
interest rates, exchange rates and commodity prices

?Financial risks arising from the actions of, and transactions with, other organisations, such as vendors, 
customers and counterparties in derivative transactions

?Financial risks resulting from internal actions or failures of the organisation, particularly people, 
processes and systems

The mission of Internal Audit is to provide independent, objective assurance and consulting services 
designed to add value and improve LNW's operations. Internal Audit helps LNW to accomplish its 
objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control and governance processes.

The scope of work of Internal Audit is to determine whether LNW's network of risk management, control 
and governance processes, as designed and represented by management, are adequate and functioning in 
a manner to do the following: 
? Ensure that risks are appropriately identified, prioritised and managed 
?Ensure that controls, which encompass the organisation's governance, operations and information 

systems, are adequate and effective. 

9.4 OPERATIONAL RISK

9.5 FINANCIAL RISKS

10.1 MISSION

10.2 SCOPE OF WORK

10. INTERNAL AUDIT
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This includes the following:
?Reliability and integrity of financial and operational information
?Effectiveness (programmes, plans and objectives are achieved) and efficiency of operations and the 

economic acquisition of resources
?Safeguarding of assets
?Compliance with laws, regulations, policies, standards, procedures and contracts
?Ensure that values, ethics and goals are established and communicated
?Ensure effective organisational performance management and accountability
?Ensure effective communication of risk and control within the organisation 
?Ensure the effective coordination and communication of information among members of the entity, 

management, external auditors and internal auditors (interaction with the various governance groups 
within the organisation occurs as appropriate).

Internal Audit plays the following role: 
Develops a flexible Internal Audit Plan using an appropriate risk-based methodology, including any risks or 
control concerns identified by management, and submits that plan to the Audit Committee for review and 
approval. Any deviation from the formally approved Internal Audit Plan shall be approved by the Audit 
Committee. 
The plan will include the following:

  - Internal Audit Three-year Rolling Plan

- Internal Audit Annual Plan

- Staffing Plan

- Annual Budget 

?Implements the Annual Audit Plan, as approved, including as appropriate any special tasks or projects 
requested by management and the Audit Committee, including reporting on its implementation

?Maintains a professional internal audit staff (this includes the co-sourced staff from service providers) 
with sufficient knowledge, skills, experience and professional certifications to meet the requirements of 
this Charter

?Evaluates and assesses significant emerging and newly consolidated functions, and new or changing 
services, processes, operations and control processes, and ensures that Internal Audit is appropriately 
developed and expanded where necessary, and that relevant changes are implemented in the activities of 
Internal Audit to match the changes in the business's operations

?Keeps the Audit Committee informed of emerging trends and successful practices in internal auditing.

?Assists in the investigation of significant suspected fraudulent activities in the organisation, and notifies 
management and the Audit Committee of the results

?Considers the scope of work of the external auditors and other assurance providers, as appropriate, for 
the purpose of providing optimal audit coverage to the organisation at a reasonable overall cost.

?Advice management and the entity on matters pertaining to the governance, risk management and 
control processes.

The PFMA and King III require Internal Audit to provide the Audit Committee and Management with 
reasonable assurance that the internal controls are adequate and effective.
During the period under review, there has not been any material breakdown in the risk management and the 
control environment in general. However, from the various internal audit reports, a number of areas were 
highlighted that required control improvements. Management undertook to implement the audit 
recommendations and action plans in order to mitigate against the control weaknesses identified and thus 
improving the effectiveness of risk management. 
Internal Audit also contributed to improvements in governance, risk management and controls processes 
by playing the advisory roles on compliance matters, during the policies and procedures reviews and during 
other organisational meetings.

10.3 ROLE/RESPONSIBILITY

10.4 EFFECTIVENESS OF INTERNAL CONTROLS
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Lepelle Northern Water
Annual Financial Statements for the year ended June 30, 2015

The Accounting Authority is required in terms of the Public Finance Management Act No 1, of 1999, to maintain 
adequate accounting records and is responsible for the content and integrity of the annual financial statements and 
related financial information included in this report. It is the Accounting Authority's responsibility to ensure that the 
annual financial statements fairly present the state of affairs of the Board as at the end of the financial year and the 
results of its operations and cash flows for the period then ended, in conformity with South African standards of 
Generally Accepted Accounting Practice. The external auditors are engaged to express an independent opinion on the 
annual financial statements.

The annual financial statements are prepared in accordance with South African standards of Generally Accepted 
Accounting Practice and are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates.

The Accounting Authority acknowledges that it is ultimately responsible for the system of internal financial control 
established by the Board and places considerable importance on maintaining a strong control environment. To enable 
the Accounting Authority to meet these responsibilities, the board sets standards for internal control aimed at 
reducing the risk of error or loss in a cost effective manner. 

The standards include the proper delegation of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are 
monitored throughout the Board and all employees are required to maintain the highest ethical standards in ensuring 
the Board's business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk 
management in the Board is on identifying, assessing, managing and monitoring all known forms of risk across the 
Board. While operating risk cannot be fully eliminated, the Board endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined 
procedures and constraints.

The Accounting Authority is of the opinion, based on the information and explanations given by management that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the preparation 
of the annual financial statements. However, any system of internal financial control can provide only reasonable, and 
not absolute, assurance against material misstatement or loss.

The Accounting Authority has reviewed the Board's cash flow forecast for the year to 30 June, 2015 and, in the light of 
this review and the current financial position, The Accounting Authority is satisfied that the Board has or has access to 
adequate resources to continue in operational existence for the foreseeable future.

__________________________________ 

Accounting Authority                                                                           

Accounting Authority's Responsibilities and Approval
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11. INDEPENDENT AUDITORS REPORT
INDEPENDENT AUDITORS' REPORT TO PARLIAMENT ON LEPELLE NORTHERN WATER 

REPORT ON THE FINANCIAL STATEMENTS

We have audited the financial statements of the Lepelle Northern Water as set out on pages 53 to 75 which 
comprise the statement of financial position as at 30 June 2015, the statement of financial performance, 
statement of changes in equity and the cash flow statement for the year then ended, and the notes, 
comprising a summary of significant accounting policies and other explanatory information. 

The Board of directors, who constitute the accounting authority for the Lepelle Northern Water is 
responsible for the preparation and fair presentation of these financial statements in accordance with 
South African Standards of Generally Accepted Accounting Practice and the requirements of the Public 
Finance Management Act (No. 1 of 1999) of South Africa and the Water Services Act, 1997 (Act 108 of 1997) 
of South Africa, and for such internal control as the accounting authority determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted 
our audit in accordance with the Public Audit Act of South Africa, the General Notice issued in terms thereof 
and International Standards on Auditing.  Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

In our opinion the financial statements present fairly, in all material respects, the financial position of the 
Lepelle Northern Water as at 30 June 2015 and its financial performance and cash flows for the year then 
ended, in accordance with South African Standards of Generally Accepted Accounting Practice and the 
requirements of the Public Finance Management Act of South Africa and the Water Services Act, 1997 (Act 
108 of 1997) of South Africa.

We draw attention to the matter below. Our opinion is not modified in respect of this matter.

Introduction

Accounting authority's responsibility for the financial statements

Auditor's responsibility

Opinion

Emphasis of matter 



Material impairments

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENT

Predetermined objectives

Additional matter 

Achievement of planned targets 

Compliance with laws and regulations

As disclosed in note 9 to the financial statements, material impairments to the amount of R279 million were 
made as a result of long outstanding receivables.

In accordance with the Public Audit Act and the General Notice issued in terms thereof, we report the following 
findings relevant to performance against predetermined objectives, compliance with laws and regulations and 
internal control, but not for the purpose of expressing an opinion.

We performed procedures to obtain evidence about the usefulness and reliability of the reported performance 
information for the following selected objectives presented in the annual performance report of the entity for 
the year ended 30 June 2015:

?Infrastructure Development and Optimisation;
?Financial Viability and Sustainability;
?Human Capital Management;
?Effective Corporate Governance;
?Positioning the Organisation for institutional reform; and
?Ensure Security of Supply of Water Resources.

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

We evaluated the usefulness of the reported performance information to determine whether it was presented 
in accordance with the National Treasury's annual reporting principles and whether the reported performance 
was consistent with the planned objectives. We further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, measurable, time bound and relevant, as required by the National 
Treasury's Framework for managing programme performance information (FMPPI).
We assessed the reliability of the reported performance information to determine whether it was valid, 
accurate and complete.
We did not raise any material findings on the usefulness and reliability of the reported performance information 
for the selected objectives.

Although we raised no material findings on the usefulness and reliability of the reported performance 
information for the selected objectives, we draw attention to the following matter:

Of the total number of planned targets of 44, the company achieved 29 during the year under review. This 
represents 34% of targets not achieved. Refer to the annual performance report in the annual report for 
information on the achievement of the planned targets for the year.

We performed procedures to obtain evidence that the entity has complied with applicable laws and regulations 
regarding financial matters, financial management and other related matters. Our findings on material non-
compliance with specific matters in key applicable laws and regulations as set out in the General Notice issued in 
terms of the Public Audit Act are as follows:

Page 50



Revenue management

Internal control

Financial and performance management

The accounting authority did not take effective steps to collect all money due to the Lepelle Northern Water, 
as required in terms of section 51(1)(b)(i) of the PFMA, as 74% of total accounts receivable was provided as 
doubtful debt.

We considered internal control relevant to our audit of the financial statements, annual performance report 
and compliance with laws and regulations. The matters reported below under the fundamentals of internal 
control are limited to the significant deficiencies that resulted in the findings on compliance with laws and 
regulations included in this report.

Non-compliance with laws and regulations could have been prevented had compliance been properly 
reviewed and monitored. 

KwinanaEquifin Incorporated
Chartered Accountants (SA)

 Registered Auditors

Per: Tendai Mapenda
Registered Auditor
Chartered Accountant (SA)
Director

30 September 2015

6A Pierre Street | Suite 2 Croniel ParkBendor
Polokwane
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350 734                   808 890
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Cash generated from operations

Cash (used in) /generated from operations



Accounting Policies
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1.3.   Intangible assets (continued)
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1.4 Financial instruments (continued)
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1.4 Financial instruments (continued)

1.5 Leases

Operating leases - lessor

Operating leases – lessee

1.6  Inventories

1.7 Impairment of assets

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.

Leases in which a significant portion of the risk and rewards of ownership are retained by the lessor are classified as operating 
leases. Payments made under operating leases are charged to the Statement of Financial Performance on a straight-line basis over 
the period of the lease, except where another systematic basis is more representative of the time pattern in which economic benefits 
from the leased asset is consumed. Contingent rentals arising under operating leases are recognised in the period they are earned.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the 
amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. This 
liability/assets is not discounted. Contingent rentals arising under operating leases are recognised in the period they are incurred.

Inventories are stated at the lower of cost and net realisable value on the weighted average cost basis. Cost of inventories includes 
cost of freight, shipping and handling. Net realisable value is the estimated selling price in the ordinary course of business less the 
estimated costs of completion and the estimated costs necessary to make the sale.

The entity assesses at each end of the reporting period whether there is any indication that an asset may be impaired. If any such 
indication exists, the entity estimates the recoverable amount of the asset.
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2015                                                               2014
R’000                                                             R’000
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9. Trade and other receivables (continued)
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20. Financial risk management (continued)
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