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Values

Lepelle Northern Water subscribes to the following eight Batho Pele principles in the

management of its operations and the manner in which it conducts its business.

1 Access
The services Lepelle Northern Water renders are accessible to all interested
stakeholders within its service area.

1 Courtesy
All stakeholders who do business with Lepelle Northern Water have a right to be

treated with respect and courtesy.

9 Consultation
In order to ensure that Lepelle Northern Water provides a relevant and
appropriate service to our clients, continuous consultation is key. The information
and feedback received through such consultation better prepares Lepelle

Northern Water to respond to the needs of its clients.

I Service standards
Lepelle Northern Water sets itself high quality service standards to which all staff
are expected to adhere. The evaluation of the overall Performance of the

Organisation is premised on these set standards.

A

1 Value For Money (VFM)
The board endeavours to achieve more with less and then pass on the benefit
associated with such efficiencies to the consumers in our service area. On the
other hand, effective application of scarce resources will mean that more funds
are available for investment in infrastructure thereby enhancing the assurance of

supply. This will result in Value For Money (VFM) for both the clients and Lepelle

Northern Water.

——
| —




1 Openness and transparency
Lepelle Northern Waterd s annual report i s sdmasyt ri but e
stakeholders as possible and placed at the website so that its stakeholders and
the public at large can be able to view the activities of the organisation. This is
supported by constant communication to the clients for clarity where applicable.

1 Redress
Lepelle Northern Water applies its resources in a manner that redresses the
imbalances of the past and seeks to achieve equity. This is evidenced in the
tariff Lepelle Northern Water charges per scheme. On the whole Lepelle Northern
Water exists to contribute to the achievement of the priorities of government in

the area of bulk water supply within the broad Policy Framework.

Strategic Objectives

1 Efficient and Effective Operation and Maintenance of Resources;

9 Financial Viability and Sustainability;

i Effective development and maintenance of Lepelle Northern Wateré s
corporate image and stakeholder relations;

Organisational Development;

Research, Development and Planning;

Effective Corporate Governance; and

= = = =

Physical Extension of Operations.
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State of affairs

It is with pride and pleasure that | on behalf of the
Board of Lepelle Northern Water present the Annual
Report for the year 2010/11 to the Honourable Minister
and all our stakeholders. The Minister of water and
environmental affairs appointed a new board

responsible for the leadership of the organisation for a

period four years in May 2010 and therefore this report

MR. MJR MPAI .
CHAIRPERSON marks the full first year of the term of the current board.

Changes that were brought into the organization both at operational and strategic
level by the previous board have started to show dividends in terms of improved

stability and renewed energy and vigour in the organization.

The foresight of the political and community leadership of the province together with
national political leadership to have established such an organisation in Lepelle
Northern Water for the provision and ensuring access to the basic human right of
water particularly in the areas that were previously not serviced is acknowledged by
the board. Challenges facing Lepelle Northern Water range from ageing

infrastructure to non payment of bulk water services by water services authorities.

The question of whether Lepelle Northern Water has contributed to the delivery of
more water that is of good quality and safe to drink for our communities or not still
lingers on. In supplying this water are we doing it efficiently such that we are able to
sustainably grow our revenues in line with the growing number of communities being
served. In addressing the first question, the Board is proud to share and confirm that
due to our resilient approach to water s_e\rvice provision there has been continuous
steady growth in total supply volumes, but equally so dramatic and sustained annual
growth across the boardds business despite |
industrial sector due to the economic melt-down experienced during the year.
Additional villages have been connected to our bulk supply area in the Capricorn and
Sekhukhune District Municipalities. Lepelle Northern Water continues to provide
clean water despite challenges from pollution and droughts in the rivers and dams.
Currently potable water quality of the water produced by our plants remains
consistently at 95% compliance to SANS 241:2006.

The year 2010/11 was the year in which Lepelle Northern Water refocused its vision
and purpose that was created to drive the organization into the future. The Board has
strived to ensure that Lepelle Northern Water is positioned to implement the strategic

[vii}




objectives that support its vision, which is to be a leading bulk water and water

services provider contributing to improved quality of life and economic growth.

Our employment equity programme underlines the value Lepelle Northern Water
places on having a diverse workforce providing equal opportunities and engendering
an inclusive working environment. In valuing, cultivating and enabling cultural
diversity within the organization, the talents of all our employees within our

organization are leveraged for individual, team and organizational performance.

Support to poverty alleviation programmes of government is an imperative. To this
end the Board has continued to do the best it can to keep the tariff below the
Consumer Price Index (CPIX) and thereby passing on the benefit of this low tariff to
the end consumers. | am happy to report that the average tariff increase for the year
under review was 6.5% for potable water. This has been made possible by the fact
that a greater portion of our surplus is reinvested in the subsidization and
equalisation of the tariff in support of the poverty alleviation programme of
government. Lepelle Northern Water has supported the vision of Water Services
Authorities in terms of participating in their Integrated Development Planning (IDP)
processes. This provided an opportunity for Lepelle Northern Water to develop
strategies to reinforce the achievement of priorities in the IDPs and Limpopo
Employment Growth and Development Plan (LEGDP).

Lepelle Northern Water is poised to face challenges ahead including the
refurbishment / rehabilitation of the ageing infrastructure and in some instances
overall replacement taking into account the state of the infrastructure, attraction and
retention of scarce skilled personnel andrexpansion into areas where it did not do any

business before and collection of all outstanding debtors.

Improving the drinking water quality was identified as a priority by the DWEA. It gives
me pleasure to report that all the water produced at Lepelle Northern Water plants
during the financial year complied with the SANS 241:2006. A new special unit has
been established within Lepelle Northern Water for water and effluent monitoring and
we are currently establishing an accredited water samples testing laboratory with the

capacity to render provincial services to all water service authorities.
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Water Security

Water security stands at the centre of all our most pressing provincial challenges,
including hunger, poverty, infectious diseases, energy, the environment and climate
change. At the recent water summit for Limpopo it came out clear that achieving
water security and equitable distribution thereof is vital to successful eradication of
poverty and ensuring sustainable development for all. However guaranteeing water
security is becoming more and more a difficult task. As our provincial population
continues to grow and our economies continue to expand, so does our thirst. If the
current trend of water consumption is not curbed, there are sector indications that the

human demand for water is expected to e

Climate Change is adding to this problem and placing our natural water resources
under greater strain. Extreme weather events, such as floods and droughts are
making managing water resources more difficult and costly. There are predictions
that if we do not manage our water carefully future conflicts will be about water than
oil as it currently is. Recently in our country we have seen several uprisings by
communities due to lack of water and with the demand for water growing and supply
diminishing we can expect that such conflicts may happen with more frequency and

greater intensity in future.

Despite the lack of any codified laws on water rights and sharing, it has been realised
at the recent water summit that security is a common challenge that requires a
common approach. Therefore Joint Management of water resources is more efficient,

less costly, and quite simply, necessary.
There are ways to address the above issues on water security:

First, we need to embark on a new era of cooperation in water management.
Growing water scarcity must be a priority issue for us all; from governments,
businesses, parastatals, civil society organisations and individuals. Secondly, we
need to better manage both the demand and supply of water, reducing waste and

increasing efficiency. We must learn to do more with less.

Our Business

Lepelle Northern Water is a public sector water utility, wholly owned by the State,
established in terms of the Water Services Act 108 of 1997, with the primary
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mandate to provide bulk water services to other water institutions. It is regulated by
amongst others, the Water Services Act No 108 of 1997 and the Public Finance
Management Act No 1 of 1999.

Lepelle Northern Water in performing its legislated primary activities abstracts raw
water from various river basins and dams in line with the permits granted by the
Department of Water and Environmental Affairs and treats, transports and stores it in
order to deliver potable water to municipalities, mines, industries and small
consumers. Industrial semi treated water is also delivered to certain mines by
agreement. Besides the potable water, Lepelle Northern Water also collects and treat

bulk wastewater effluent from municipalities and industries.

Lepelle Northern Water also supports Water Service Authorities and Service
Providers in the water sector with operations and maintenance, cost recovery, project
initiation and implementation. The bulk water services are provided cost-effectively,
within an acceptable risk framework in an efficient and sustainable manner for the

benefit of water consumers.

The Board has adopted the following as key strategic objectives for the next five

years

Efficient and Effective Operation and Maintenance of Resources;
Financial Viability and Sustainability;

Effective development and maintenance of Lepel | e Nort
corporate image and stakeholder relations;

Organisational Development;" 2

Research, Development and Planning;

Effective Corporate Governanc'e; and

= = =l =

Physical Extension of Operations.

The above-mentioned Strategic objectives informed the Performance agreements of
all staff and further informed the programmes to be pursued by Lepelle Northern
Water. The process of aligning and improving the workforce planning strategies is
bearing fruit and this will ensure that we continue to achieve the business objectives
of the organization with the available resources. The Performance Management
System of the organization is aligned to the strategic goals of the organization with
clear link between the individual staff goals to that of the organisation.
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Human Resources

It gives me pleasure to report that we remain committed to employment equity and
have developed a clear plan for achieving this. The current plan is to be reviewed
and with the target female to male ratio of 49:51 we have in the past year managed
to achieve 28:72. We acknowledge that employees are key stakeholders in
developing the success of the business. Our objective is to attract, develop and

reward employees who subscribe to our values.

In the past the Board decided that the separation of Internal Audit and Risk
Management should be effected and to this end appointed a Risk Management

Officer for the enterprise wide risk management.

PFMA Compliance

The Board as the Accounting Authority has submitted quarterly reports to the
Department on its performance towards the accomplishment of the objectives as

stated in the business plan.

Section 51 (1)(a) of the Public Finance Management Act, 1999 as amended provides
that an Accounting authority of a public entity must ensure that the entity has and
maintains effective, efficient and transparent systems of financial and risk

management and internal control.

We are pleased with the level of responsibility and endeavour displayed by the
Executive Management in addressing the above and will remain supportive to such

processes in anticipation of total compliance in all material respects.
Corporate Governance

We support the highest standards of Corporate Governance. Complying with the
letter of the Act and keeping it remains a priority and all efforts are put in place to

ensure we meet this priority.

The review of policies and procedures of Lepelle Northern Water is a continuous
process. The board has established the governance committees and these
committees are functioning well. We congratulate the appointed chairpersons of

these committees and the anticipated good work they are doing for Lepelle Northern
Water.
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Financial position of the entity

The Board believes that the business has adequate resources to continue as a going

concern into the foreseeable future.

The board has achieved turnover of R287.994 million for the year under review
compared to (R249.639 million: 2009/10), surplus for the year is R42.5 million
compared to (- R10.4 million for 2009/10) and accumulated general reserves for the
year of R196.8 million surplus compared to (R159.0 million for 2009/10)

The legal matters that have led to contingent liability provisions in respect of raw
water interest payments to DWAE has not yet been resolved. However the
Department have committed to the resolution of this matter before end of their
financial year in March 2012. Reliable monthly and quarterly management accounts
are prepared, reviewed and submitted to the Board by management

The external auditors have expressed an unqualified audit opinion on the 2010/11
Annual Fi nanci al Statement s. Whil st we we
remain mindful of the matters emphasised as requiring additional focus in the coming
year in order for the organisation to achieve a clean audit report.
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Lepelle Northern Water mandate is to provide bulk
water services in the gazetted areas of supply. To
this end Lepelle Northern Water has ensured that
we engage a balanced and experienced staff
composition with key competencies to service the
requirements of bulk water services. The

professional technical expertise of the organisation

MR.LA LEBALLO is to be found in the Operations and Maintenance

S — division which spans from managing the raw water
abstraction, alien vegetation control, dam management, treatment and distribution of
potable bulk water, collection and treatment of wastewater effluent, potable and
wastewater quality monitoring, asset management, water demand and conservation
management, infrastructure master planning and project management expertise. The
support functions of finance and corporate services lay a solid foundation that
enables the organisation to respond to the rapidly changing environment in all
spheres of government so that Lepelle Northern Water can continue to play a pivotal
role towards solving the water services related problems and challenges in the
province. The training programmes particularly those of process controllers,
development programmes, internal promotions and appointments and succession
planning measures have ensured that we retain the best skills and contain the staff

turnover rate at the lowest level of 0.32% during the reporting period.

Organisational Transformation
£

Our organisational vision for transfo(mation goes beyond compliance and
performance scorecards. It is of interest that we make a positive difference in all the
areas we serve and ensure the quality of lives of the people in our area of service is
changed. The test of the organisational resilience is measured by what it stands for in
times of challenge and controversy. It is not what the organisation does when it is
comfortable that matters. During difficult times, organisations require effective
leadership that will be able to paint optimistic vision of achieving the organisational
objectives in the midst of challenges. As part of this leadership and continuous
improvement of the organisation a review of the corporate business plan was
undertaken during the year under review at which strategic objectives of the
organization were agreed with clear priorities to be achieved over the five-year

period. These objectives continued to serve as guidance on the basis of which
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Performance Agreements were entered between the Chief Executive and Senior

Executive Management and cascaded down to all staff members of the organization.

Financial and Supply Chain Management

Lepelle Northern Water is proud to inform stakeholders that we have managed to
keep the bulk water tariff increases below the Consumer Price Index (CPIX) during
the reporting period. The average bulk potable water tariff increase was 6.5% for the
year under review which was within the current levels of CPIX. Lepelle Northern
Water has continued to use the low bulk water tariff increases to support the poverty
alleviation programmes of government through a positive multiplier benefit to the end
consumer. A sound financial base coupled with strong financial control systems
enables Lepelle Northern Water to discharge its mandate by ensuring reliable supply
of excellent quality water and effluent discharge supported by reliable infrastructure
that is refurbished and upgraded continuously. These further ensure that the
organisation is able to fund the needs of its e mp | o yremeiréerstion, safe working
conditions, wellness programmes and ensuring that Lepelle Northern Water charges
the most affordable tariff for bulk water. These control measures are overseen by the
Audit and Risk Committee and for years have ensured the organisation does not
have qualified audits. The continued streamlining of Supply Chain Management
System and the Performance Management System has slowly but surely entrenched
the culture of accountability and responsibility amongst all staff in the organisation.
Through the improvement of the SCM system, we have been able to improve our
acquisition of goods and services in a fair, equitable, transparent, competitive and
cost effective manner although some teéething problems still occurred in the unit. The
operational model adopted by the management of the organisation in this area does
not only improve the day to day operations but also offers the conditions for being a
leading institution in ensuring skills are developed to smoothly run the operations of

the unit.
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Municipal Support and National Initiatives

Lepelle Northern Water treasures its clients and stakeholders and views them as the
reason for its existence. Lepelle Northern Water has continued its partnership with
Water Services Authorities (WSAs) and supporting their visions expressed in the

Integrated Development Plans.

Following the Debt Repayment Agreements entered into with the Municipalities of
Mopani District, Sekhukhune District and Capricorn District, significant improvements
in the recollection rate of outstanding debts has been recorded. Interventions by
National Treasury and the Provincial Government have borne fruit in addressing this

sustainability threat to Lepelle Northern Water.

During the reporting period, Lepelle Northern Water supported the various national
programmes implemented in Limpopo Province. There is a need however for Lepelle
Northern Water to contribute to the development of skills in the Province and to this
effect have taken part in the activities of the National Community Water and
Sanitation Training Institute and the implementation of the National Skills Fund
through the Department of Higher Education and Training. Lepelle Northern Water
was in the reporting period appointed as an Implementing agent for the Department
of Higher Education and Training to train approximately one thousand and twenty
(1020) students for the next two years. Further appointment was made by the
National Treasury to train and mentor graduate students in Engineering, Surveying

and other technical related skills.

In support of the initiative to develop skills-particularly scarce and critical skills
Lepelle Northern Water has further recruited students to undergo Apprenticeship and
Learnerships at our different plants. Some of the students requiring practical training
for their tertiary education qualifications were also offered opportunities within Lepelle
Northern Water. Students that completed. Internships within the organisation have
been appointed on a fulltime basis within the organisation particularly in the process
c ont r oole$ and dtisans. For Lepelle Northern Water to recognise the benefits
of the technology and infrastructure used for supplying water, reward programmes
and employee wellness programmes were introduced throughout the organisation

supported by progressive policies on human resource development.
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We continue to be optimistic that in the next five to ten years Lepelle Northern Water
will celebrate achievement of milestones it has set for itself. The continued support
received from Department of Water Affairs both provincially and nationally remains
appreciated. Nothing can be achieved without teamwork and for that we remain
indebted to all the staff of Lepelle Northern Water for making the year a success and

making the organisation a leader in water services.
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