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VALUE DEFINITION 

Excellence Performing responsibilities above expectations as set out 

in Corporate Plans 

Integrity Acting and conducting ourselves with honesty 

Accountability Willingness to accept responsibility for our own actions 

Agility  Our response to changes or operational challenges will be 

acted upon promptly 

Innovation Looking at new ways to provide services 
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It gives me great pleasure to present the 2022/23 Annual Report for 

Lepelle Northern Water. Lepelle Northern Water has been 

instrumental in the implementation of some of the strategic projects 

in Limpopo Province, such as the Nandoni/Nsami, Giyani Water 

Services and Olifantspoort/Ebenezer projects.

During the period under review, I frequently visited the Limpopo 

Province, particularly the Nandoni/Nsami and Giyani Water 

Services projects to ensure that I unlock the long outstanding 

issues that contributed to the delayed completion. I am pleased to 

report that the Nandoni/Nsami project has been completed and that 

water is flowing from Nandoni Dam into the Canal that supplies 

water to the Nsami Dam that is unstable during the dry seasons. It is 

pleasant to know that the people of Giyani within Mopani District Municipality will have sufficient water 

resources, further that Nsami Dam, will now have additional water from Nandoni Dam.

I have made the budget available for the Giyani Water Services project that will ensure that the water 

from the Nandoni/Nsami project is received and purified to a potable water level and supplied to the 

communities of Giyani. I am confident to say that most of the internal bulk lines have been completed 

and some of the villages where the reservoirs exist have been connected and are receiving potable 

drinking water. I have also made budget available to Mopani District Municipality to rollout the internal 

reticulation system to households so that the Nandoni/Nsami project can do what it was commissioned 

for, which is to provide people of Giyani with water.

I occasionally visited the Mopani District Municipality to oversee the effectiveness of the multi-

stakeholder's forum that has been established to manage the interests of the people of Giyani. 

Furthermore, to assess the levels of mushrooming business forums which previously hampered the 

progress of both Nandoni/Nsami and Giyani Water Services Projects.

I am also pleased to indicate that after the funding for the Olifantspoort and Ebenezer upgrade has 

been secured, some of the administrative hurdles have been resolved and the project is going ahead. 

Tenders for two work packages have been advertised as a way of commencing with the project. The 

project is overall going to cost R18 billion to ensure that the people of Capricorn District Municipality, 

Polokwane Local Municipality and Sekhukhune District Municipality are given much needed access to 

water. The Department of Water and Sanitation has already transferred R422 million to Lepelle 

Northern Water to ensure that the project proceeds. I have also ensured Lepelle Northern Water has 

support in all the areas identified.
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I have reconfigured Lepelle Northern Water to expand its area of operation to cover the entire Limpopo 

province so that there is one entity accountable for water provision in the province. Lepelle Northern 

Water is currently conducting a due diligence to assess the impact of providing water to the entire 

Province.

The financial viability and sustainability of Lepelle Northern Water, among other water boards, is 

threatened by the persistent non-payment for water services by municipalities. We are continuously 

engaging the relevant ministries to come up with an amicable solution to resolve it as this situation 

impedes the effective delivery of services to communities.

Our people's needs take priority and water is a basic human right that needs to be protected. We made 

a commitment to our people that their lives will be better, and we must live up to the promises we made. 

The people of Limpopo have been denied this basic human right for a long period and we need to all 

come together and join hands to unlock bureaucratic issues to create greener pastures for our people. 

It is also important to always remember our slogan "Water Is Life" which essentially means Water is a 

source of life.

My appreciation to Lepelle Northern Water's Board, executive management and staff members for 

their effort and I urge them to continue with excellence and good governance. I would also like to thank 

Parliament's Portfolio Committee on Water and Sanitation for their oversight, guidance and support in 

ensuring that we deliver on our mandate.

_____________________________

SENZO MCHUNU, MP

MINISTER OF WATER AND SANITATION
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It gives me great pleasure to present on behalf of the board Lepelle 

Northern Water's (LNW) 2022/23 annual report to the shareholder 

and all our stakeholders, believing that it will provide the relevant and 

useful information for the purpose of understanding LNW's 

performance during the said period. The report recounts the various 

programmes implemented during the 2022/23 financial year. The 

water sector is currently faced with numerous challenges with load 

shedding being the core of the challenges as it affects the 

continuous water supply to communities. 

Section 44 of Water Services Act (WSA), 1997 (Act No 108 of 1997) 

read together with sections 40 and 55 of the Public Finance 

Management Act, 1999 (Act No 1 of 1999) (the PFMA), as amended, 

requires all water boards to prepare, within four months after the end of each financial year, a 

comprehensive annual report detailing the activities conducted during a financial year. 

I am pleased to indicate that as a board we have complied with the above-mentioned legislative 

requirements. LNW has made significant progress regarding projects and governance during the 

reporting period. When the board was appointed back in 2021, the focus was to strengthen the 

governance structure of the entity, capacity building, service delivery and performance improvement. I 

am proud to indicate that in terms of capacity building, the board appointed the Chief Executive Officer 

who commenced duty during the 2022/23 financial year, the Chief Financial Officer and the General 

Manager Engineering Services. These appointments contributed immensely to the improved 

organisational performance. Supply chain management processes have been re-engineered and as a 

result no irregular expenditure was incurred during the reporting period. The financial management 

has also improved in that the entity managed to reduce the fruitless and wasteful expenditure by 

approximately 99%.

However, there is still room for improvement in operations and maintenance, infrastructure 

management and, to some extent, project management. In a bid to improve efficiency in 

implementation and management of infrastructure projects, the board has established the 

Engineering Department and a number of positions have been created to ensure that the organisation 

is well capacitated and close all the identified operational gaps. On the operational efficiencies from 

the Operations Department, the major contributing factors, such as water losses, have been identified 

and the board has engaged at a political level to resolve the issues of illegal connections. In terms of 

illegal connections, an agreement was reached with some Water Service Authorities that where 

communities are benefiting, billing meters must be installed so that the entity does not continue to 

incur high water losses that are not because of poor performance but man-made.
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We have strengthened our debt collection efforts and are continuously engaging Water Services 

Authorities (WSAs) on outstanding debts. The operational costs of the organisation are extremely 

high and service delivery to our community is dealt a severe blow when WSAs bills are not paid on 

time. Consistent engagement and collaboration with our clients yielded results more than anticipated.

The biggest milestone is the practical completion of the Nandoni-Nsami Pipeline Project which 

enabled water from Nandoni Dam to reach Nsami Dam in April 2023. The 40km pipeline construction 

is complete and what remained was river crossings, the installation of fittings at the pump station and 

tie-in with the main line.

The Giyani Water Services Intervention Project is at an overall progress of 61%, Twenty-three 

reservoirs have thus far been connected and reticulation has already commenced. A multi-

stakeholder task forum is in place to continuously monitor the progress of the project and address 

issues raised by various stakeholders within the Giyani Local Municipality. The development has 

brought some hope to the people of Giyani Local Municipality.

In as far as projects are concerned, the R143 million Moutse Drought Relief Intervention Project in 

Sekhukhune is 100% complete, a relief considering that this project was marred by consistent 

vandalism by the communities. 

We have also signed a Memorandum of Agreement with the Infrastructure Fund, a unit of the 

Development Bank of Southern Africa, towards funding, financing and implementation of the first phas 

of the Olifantspoort/Ebenezer Upgrade Project to the tune of R4,5 billion. The overall cost of the 

project is estimated at R18 billion. Phase 1, which entails refurbishment and upgrade works, including 

optimisation of the treatment plants at both Olifantspoort and Ebenezer Schemes, has commenced. It 

is planned for completion by August 2026. This project will address the water challenges of the 

Capricorn District Municipality and Polokwane Local Municipality.

We are engaged in the reconfiguration process that is expected to see LNW taking over part of the 

functions of Magalies Water in Limpopo. This expands the footprint of LNW to provide bulk water 

services to the entire Limpopo. Due diligence project is underway to determine the impact of taking 

over the assets that supplies water to the three municipalities that are within Limpopo and some small 

clients.

The board continuously implements water demand and conservation management to address a 

situation where the available resources are exceeded by water consumption. This is not sufficient, 

especially when the end users do not apply water conservation and demand management principles. 

We have, among other measures, augmented our existing water resources with boreholes, although 

this is not sustainable. We continue to instil a culture of maximising the little water that we have through 

awareness campaigns on various media platforms and municipal imbizos. We also note and 
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appreciate the efforts being made to maximise the utilisation of the Olifants River Water Resources 

Development Programme (known as De Hoop Dam) and Nandoni Dam in the province in reaching out 

to larger consumers. 

The board as the accounting authority has submitted quarterly reports to DWS on its performance 

towards the accomplishment of the objectives as stated in the Corporate Plan and the shareholder 

compact. Section 51 (1)(a) of the PFMA prescribes that the accounting authority of the water board 

must ensure that the entity has and maintains effective, efficient, and transparent systems of financial 

and risk management and internal control. We support the highest standards of corporate governance 

and to this end the board subscribes to the King IV report on Corporate Governance. The board has 

established governance committees which are functioning well, and we are pleased with the work 

done by the chairpersons of these committees in their respective leadership and oversight roles.

Although the board intended to obtain a clean audit, I am pleased to report that we achieved an 

unqualified audit again with a surplus of R1,2 billion. We are mindful of the few matters identified and 

raised by the external auditors for our attention and have since developed a clean audit programme to 

be monitored on a quarterly basis to ensure that LNW obtains a clean audit in the 2023/24 financial 

year.

Special thanks to all the employees and the management team for their commitment and working 

tirelessly to accomplish the entity's mandate. We thank all our stakeholders and customers for their 

endurance under the difficult circumstances they encountered as and when there were major 

breakdowns that interrupted their water supply. 

The board also thanks the Minister of Water and Sanitation, Honourable Senzo Mchunu, in his 

relentless efforts to ensure that the people of Limpopo have drinking water and by unlocking all the 

impediments that needed his support and attention.

The board remains committed to LNW's core business values, which are reliability, accountability and 

collaboration. These are the guiding principles in the day-to-day operations and in ensuring that our 

mandate of delivering bulk water services to our customers is achieved.

____________________________

DR NF MPHEPHU

CHAIRPERSON OF THE BOARD
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Lepelle Northern Water's (LNW) mandate is to provide bulk water 

services to other water management institutions and users, namely 

municipalities, mines and industries in the gazetted areas of supply. To 

this end, we have ensured that we have a balanced and experienced 

staff component with key competencies to service the requirements of 

bulk water services.

The professional technical expertise of the organisation is mainly 

found in the Operations and Maintenance Department, which involves 

managing the raw water abstraction, alien vegetation control, dam 

management, treatment and the distribution of potable bulk water, the 

collection and treatment of wastewater, potable water and wastewater 

quality monitoring, asset management, water demand and conservation management, infrastructure 

master planning and project and contract management expertise.

The support functions of Finance, Information and Communication Technology (ICT) and Corporate 

Services lay a solid foundation that enables the organisation to respond to the rapidly changing 

environment in all spheres of government, for LNW to continue to play a pivotal role in solving the 

water services-related problems and challenges in Limpopo. The training programmes, development 

programmes, internal promotions, appointments, competitive remuneration and succession planning 

measures have ensured that we retain the best skills and contain a staff turnover rate at a low level of 

1,08% during the reporting period.

Organisational resilience

The test of the organisational resilience is measured by what it stands for in times of challenge. It is not 

what an organisation does when it is comfortable that matters. During difficult times, organisations 

require effective leadership that will be able to paint an optimistic vision of achieving the organisational 

objectives amid challenges.

LNW leadership required a level-headed approach, perseverance and determination to execute the 

mandate of the entity as per the Water Services Act, i.e., provide uninterrupted bulk water supply to 

municipalities and industries. Despite all the distractions, LNW continued to optimise the utilisation of 

the existing infrastructure and equipment to sustainably provide bulk water supply even though most 

of the infrastructure has reached its operating limits. This, coupled with the drought period and Covid-

19 made the year an especially difficult one as expansion projects meant to increase water services 

coverage came to a halt.
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As part of this leadership and continuous improvement of the organisation, a review of the corporate 

business plan was undertaken during the period under review, during which strategic objectives of the 

organisation were agreed to with clear priorities to be achieved over the five-year period as highlighted 

below:

 Infrastructure development and provision of equitable and sustainable water services;

 Financial viability and sustainability;

 Effective human capital management and development; and

 Effective corporate governance.

These objectives continued to serve as a base from which performance agreements were entered into 

between the Chief Executive and senior executive management and cascaded down to all staff 

members of the organisation.

Natural environment 

LNW is implementing the ISO 14001 to ensure due preservation of the natural environment. The 

efforts have paid off in that not only has the environment kept to its state but for the past five years LNW 

has also received the ISO 14001 certificates. The general legal requirement in water use licenses for 

any discharge into natural ecosystems remained a firm guide for LNW to continuously ensure that its 

activities protect the natural ecosystem within its area of operation.

Infrastructure refurbishment

LNW has undertaken several major capital and refurbishment projects. Apart from upgrading and 

extending its own infrastructure, some of the work is done in its capacity as a project implementing 

agent of the Department of Water and Sanitation (DWS) and Water Services Authorities (WSAs). 

While project milestones and completion targets were naturally set, unfortunate incidents of delays 

were encountered on several projects. These delays were a result of, among others, cash flow 

challenges and availability of capital budgets experienced during the project implementation stages, 

which resulted in revised milestone timelines and consequently completion dates on almost all the 

projects that were under execution. In fact, some projects have stopped after the design phases. 

These challenges led to extension of time and standing time costs, contract price adjustments, interest 

on non-payment of claims and community unrest and protests.

Optimisation of production-related infrastructure

Production-related infrastructural deterioration has seen water losses slightly decreasing to 6,61% 

when compared to 6,78% in the 2021/22 financial year against a target of 5%. The entity has since 

revised its water loss formula to subtract the water stock as it was counted as part of the water loss. 

Optimal maintenance of infrastructure throughout its entire life cycle is critical to optimising return on 

production assets. Plant availability remained unchanged at 96% compared to the previous financial 

year against a target of 95%.
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SANAS-accredited Water Services Laboratory

LNW recognises the significance of drinking water quality and has therefore established a SANAS-

accredited laboratory at its Ebenezer Water Treatment Works (WTW) to conduct independent tests, 

performed by its Scientific Water Services Unit. We conduct internal tests to establish if the final water 

quality produced by our water treatment works adhere to SANS 241 requirements. LNW has set 

stringent internal control systems and targets for both potable and effluent discharge quality. The 

services from the LNW laboratory are available to external clients on a commercial basis. 

People empowerment

LNW's human capital management and development agenda of human resources capacity remained 

a top priority. The entity has a total of 66 employees who are advancing their qualifications and 

represents 17% of the learning workforce. Fifty-nine 59 employees who were studying since 2018 

submitted their completed qualifications. The entity continued to develop and train twenty-seven (27) 

trainees to contribute to the water sector specialised mechanical skills. Out of the twenty-seven (27) 

trainees, twenty-one (21) obtained their trade test certificates.

Financial performance

The sustainability of LNW is important as the entity is a key role player in the water sector to ensure 

that households receive clean drinkable water and industrial supply for economic development. High 

debtors' days remains a concern. However, we have seen an improvement within the reporting period 

after implementing strict credit control management processes. The water board recorded a surplus of 

R1,2 billion, a remarkable achievement when comparing with R93,7 million of the previous financial 

year (2021/22). The significant increase was as a result of grant received from DWS and capitalisation 

of Nandoni Plant with an additional purification capacity in the organisation, which will bring much 

needed revenue in future. Revenue increased to R1,9 billion, when compared to R689,7 million of 

2021/22 financial year.

Supply chain management

The continuous streamlining of the Supply Chain Management (SCM) system and the performance 

management system has steadily entrenched a culture of accountability and responsibility among all 

staff of the organisation. These resulted in significant reduction in wasteful and irregular expenditure 

the past years.

The SCM systems, the entity has been able to improve the acquisition of goods and services to uphold 

fair, equitable, transparent, competitive and cost-effective principles, although still dealing with legacy 

contracts from the past. LNW always strives to procure goods and services locally and from Broad-

based Black Economic Empowerment (BBBEE) service providers. The entity spent 94% (R93 million 

worth of projects) on BBBEE procurement, had at least thirteen (13) new entrants (R1 million worth of 

projects) and utilised most of the locally based companies.
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I wish to further extend appreciation to the executive management, staff, all LNW customers, service 

providers and suppliers through ensuring that the task of bulk water service delivery is progressively 

achieved. Lastly, our utmost gratitude also goes to our board for the oversight and guidance.

_________________________

DR C RUITERS

CHIEF EXECUTIVE OFFICER
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Figure 4-1: LNW coverage
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LNW regional representation within its service area
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Figure 4: Management structure
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5.1 THE BOARD

The board is comprised of nine non-executive members and the Chief Executive as ex-officio member 

in terms of Schedule 1 of the WSA No 108 of 1997, until termination by the Minister. The board has 

been appointed for a period of four years that started on 1 August 2021 and ending one July 2025. 

5.2 DETAILS OF THE BOARD MEMBERS AND EXECUTIVE MANAGEMENT

5.2.1 Board Members

Dr NF Mphephu (Chairperson)

Dr Mphephu brings to the board technical and business 

experience in environmental, social and governance (ESG), 

SHERQ management system, research & development, 

stakeholder management, strategy, and business management. 

He is a registered member of the South African Council for Natural 

Scientific Professions (SACNASP). He holds the qualifications of 

Doctor of Philosophy (PhD) in Environmental Science and Master 

of Business Administration (MBA) degree and has obtained 

Certificates in Advanced Labour Law; SAMTRAC and 

Environmental Law. He has served extensively in the capacity as 

executive member of various institutions.

Mr MM Magoele, CA(SA) 

Mr Magoele is a member of the South African Institute of 

Chartered Accountants (Saica) and an expert in financial 

management specialising in technical IFRS, Annual Financial 

Statements, cash flow and audit coordination at group level. 

He has also completed technical programmes in Enterprise Risk 

Management with National Treasury and Outcome-Based 

Monitoring and Evaluation with the University of Pretoria. He is 

currently serving in non-executive roles at South-West Gauteng 

TVET College as a Council Member, Audit and Risk Committee 

Member and like at LNW serves as the Chairperson of the 

Finance Committee. He is also a member of the Institute of 

Directors South Africa.

5      CORPORATE GOVERNANCE
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Dr MSM Soni

Dr Soni's experience by and large is in the construction sector 

where he has occupied various senior positions in both the private 

and the public sector for more than 22 years. 

Dr Soni has worked for organisations of the likes of Group Five, 

Total Facilities Management Company, Murray & Roberts, the 

National Department of Public Works, the Gauteng Department of 

Infrastructure Development, the City of Johannesburg 

Metropolitan Municipality and the Johannesburg Development 

Agency in construction management, construction project 

management, project management, facilities management, 

infrastructure development and management, property 

development and management, business administration and management, corporate governance 

and general management-related positions. 

Dr Soni holds a PhD in Construction Management, an MSc in the Built Environment specialising in 

Project Management, a MBA, a BSc (Hons) in Construction Management, a BTech in Construction 

Management, a National Diploma in Building, a certificate in the Municipal Financial Management as 

well as a Public Service Senior Management Service Pre-Entry Programme certificate. Dr Soni is 

registered as a Professional Construction Manager (Pr CM), a Professional Construction Project 

Manager (Pr CPM), a Chartered Construction Manager (FCIOB), a Chartered Project Management 

Surveyor (FRICS), a Project Management Professional (PMP) and as a Certified Director (Cert.Dir).

Mr TJ Mathebula

Mr Mathebula brings to the board experience in business 

administration, development planning and management. He also 

serves as Executive Director of Vibrant Veterans Mineral 

Resources (Pty) Ltd. 

He has experience in business, politics, mining, and property 

development. He has further served as President of The Black 

Management Forum Limpopo and the Polokwane Golf Club. He 

has held directorships in both the business and public sectors.

He has a Bachelor of Administration degree and Certificate in 

Marketing from UNISA and obtained a Post Graduate Diploma in 

Business Administration from the UNISA Graduate School of Business Leadership. He holds an 

Executive Development Program from Wits Business School.
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Dr P Molokwane

Dr Molokwane is a registered nuclear physicist with SACNASP 

and a water and environmental engineering professional. She 

boasts over eighteen (18) years of expertise and experience in 

groundwater remediation, research in nuclear process and solid 

waste strategies, solutions and technologies, petroleum, and 

energy industry. She has worked in both the public and private 

sectors. She has an extensive corporate governance experience. 

She serves on the advisory body to the President of South Africa, 

the National Planning Commission (NPC) as a Commissioner 

and Chair of Active Citizenry Capable State and Leadership 

Workstream. 

She is the commissioner responsible for Science and Technology and Chairperson of the Water Task 

Team. She served/s on the boards of South African Forestry Company SOC Limited (SAFCOL), the 

Inkomati-Usuthu Catchment Management Agency (IUCMA), Sedibeng Water Board, the Nuclear 

Energy Corporation of South Africa (NECSA) and ESKOM SOC Limited, South African National 

Biodiversity Institute (SANBI), National Forestry Advisory Council (NAFC) as Deputy-Chairperson, 

Public Investment Corporation (PIC), Nominee Director to Siyanda Resources, Sublime 

Technologies and steering committees and panels within the Science and Innovation and Water 

departments. 

She has authored over thirty-eight (38) scientific/engineering peer reviewed papers and four (4) 

chapters. She holds a Ph.D. Degree in Chemical Technology (Chemical Engineering), an M.Sc. 

Applied Radiation Sciences and Technology (ARST) Degree, a Postgraduate Diploma in ARST and a 

B.Sc. (Physics and Chemistry).

Dr FR Munyai

Dr Munyai is a seasoned professional researcher and strategist in 

business operations in both the public and private sectors and has 

spent more than 30 years of her career contributing to several 

senior management roles in Government and worked for various 

institutions, including a public entity, a university, and a college. 

She serves as a Councillor of the SAVC and nominated to serve 

as the Chairperson of the Heritage and Transformation, and of the 

Professions Committee and Education Committee and member 

of the Food and Safety Committee as well as Standards 

Committee. She was appointed as an expert panel member by 

the North West Premier to advise the Province on the Provincial 

Growth Development Strategy. 
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She holds qualifications from various higher learning institutions within South Africa, being an MBA, 

PhD (Agriculture), MSc Agriculture, BSc Agriculture (Hons), BSc Agriculture; M. Inst.D postnominal 

and Corporate Governance from Institute of Directors South Africa  as well as  the following 

certificates: Course on Finance for Non-financial Managers in Public Sector offered by Business 

School at University of Pretoria; Advanced Management Development Programme offered by SAMDI 

and SMS Pre Entry offered by NSG.

 

Adv MM Makgopa-Madisa

Advocate Makgopa-Madisa has vast experience in drafting and 

interpretation of legislation, employment law, medical negligence 

disputes, litigation, contract law and contract management. She 

also has experience in ethics management and corporate 

governance in public entities. 

She holds a Bachelor of Laws degree (LLB); a Master of Laws 

(LLM) in Corporate Law and Certificates in Public Finance for 

Non-Financial Managers, Legal Writing, Advanced Management 

Development, Drafting and Implementation of Commercial 

Contracts and Medical Negligence Mediation Training. 

She is a qualified mediator and a member of Mediation in Motion (MiM) specialising in the areas of 

employment law, delictual claims, government and human rights, medical negligence, community 

disputes, consumer legislation and service delivery.

Adv RT Ramashia

Advocate Ramashia is an admitted attorney of the High Court of 

South Africa. He has vast experience in legal advisory services. 

Advocate Ramashia has worked in the municipal sphere of 

government for about five years and almost ten years of his career 

in the provincial sphere of government, where he respectively 

worked as a Legal Advisor and Researcher & Speech Writer. 

He is currently the Deputy-Chairperson of the Limpopo Consumer 

Court and the Chairperson of the School Governing Body of 

Noordskool. Advocate Ramashia holds a Bachelor of Laws 

degree (LLB) and a Master of Laws (LLM) in Corporate Law.
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Ms FJ Mudau

Ms Mudau holds a Master's Degree in Business Leadership, a 

Bachelor of Commerce Degree as well as Certificates in Fraud 

Risk Management, Risk Management: Principles and Practices, 

Government Finance, and Programme Management 

Development. 

She is a registered member of the South African Institute of Public 

Accountants (SAIPA) and the Institute of Directors South Africa. 

She has more than 20 years of experience and a wealth of 

knowledge in public finance, auditing, risk management, public 

sector procurement, and compliance with various prescripts. 

Mudau previously held positions as Chief Financial Officer at 

Local Government Institutions. She has also served in the Limpopo Government shared service 

cluster of the Departments of Treasury, Social Service, and Education as a member of the Audit 

Committee. 

She is serving as a member of the Audit and Risk Committee of the Amatola Water Board and as 

Chairperson of the Shared Audit and Performance Committee of Nkangala District Municipality. 

Ms S Chiloane-Nwabueze

Ms Salome Chiloane-Nwabueze's experience stems from various 

local and national government departments as well as Rand 

Water. 

Her area of expertise is in water, sanitation, civil engineering, 

project management, monitoring and evaluation, research, 

corporate governance, as well as strategy formulation and 

implementation. 

 

She holds a Master of Science in Civil and Environmental 

Engineering (MSc Eng.) degree obtained from the University of 

Witwatersrand and a Master of Business Administration (MBA) 

obtained from the University of North-West. Ms. Salome Chiloane-Nwabueze has over 10 years of 

experience within the water sector, and she also serves on various public and private sector boards.
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Ms B Mahlutshana

Ms Mahlutshana has held CEO positions in the public transport 

space and has spent over 20 years in various leadership and 

executive positions, having been involved in development finance 

and public transport sectors. She gained critical experience in 

financial management and administration for municipalities from 

various institutions advisory role on debt restructuring and overall 

financial assessment and viability.

She gained critical skills in corporate finance, BBBEE financing 

and advisory as well as private equity investing during her years at 

the Development Bank of Southern Africa. She has sat on various 

boards and is currently a Non-Executive Director of the Cross 

Border Road Transport Agency, and a sub-committee member for the road passenger chamber of the 

Transport Education Training Authority.

She holds a Master's degree in Development Finance, Bachelor of Commerce Honours in Financial 

Management, Bachelor of Commerce in Business Management, and a post graduate Diploma in 

Municipal Governance.
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5.3 EXECUTIVE MANAGEMENT

5.3.1 Executive Management

Dr C Ruiters (Chief Executive)

Dr Ruiters boasts extensive experience and expertise in the water 

sector through the application of his engineering and science 

knowledge. He has extensive experience in environment and 

water resources and supply services engineering and 

management. His vocational work experience includes water 

resources infrastructure, water supply management, water 

distribution infrastructure and operations and maintenance, water 

and wastewater treatment as well as solid waste management.

He is a registered Professional Civil Engineer and Natural 

Scientist. He belongs to several professional bodies in 

engineering and science. He holds degrees in Science, Engineering and Business Administration. He 

has completed PhD studies in Natural Sciences and Engineering.

Mr. MS Ramalatso CA (SA), RA, (M.Inst.D) (Chief Financial 

Officer)

He brings extensive experience and skills to the financial 

environment gained in both private and public sector as an auditor 

and Accountant. He holds multiple memberships of professional 

bodies i.e., the Independent Regulatory Board for Auditors (IRBA) 

as a registered auditor, South African Institute of Chartered 

Accountants (SAICA) as a qualified chartered accountant and is 

recognised by SARS as a tax practitioner.  

He holds multiple qualifications in the accounting and auditing 

industry, i.e., a Bachelor of Commerce Degree Honours, a 

Bachelor of Commerce, and Postgraduate Diploma in Applied 

Accounting Sciences/CTA and Postgraduate Diploma in Risk Management.

Ms M Sebela (Committee Secretary)

Ms M Sebela boasts invaluable knowledge, skills and experience 

in board, board committees and executive management-related 

administration which entails, among others, ensuring proper 

compilation and timely circulation of relevant board, board 

committee and executive management meeting packs, 

monitoring and raising matters that may warrant the board's 

attention and assisting the board with their yearly evaluations 

(including its directors). She holds a National Diploma in Public 

Management and a BTech Degree in Public Management.

12
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Mr ES Moeng (General Manager: Corporate Services)

He has extensive experience in human capital, gained in the 

National and Provincial Government and at parastatals. He is a 

member of the South African Board for People Practices 

(SABPP), the professional body for HR Practitioners in South 

Africa as well as the quality assurance body for HR learning 

provision.

He holds a Master's Degree in Public Management, a Bachelor of 

Law (LLB) and a B-Tech degree in Human Resources 

Management.

Mr Archibald Maluleke (General Manager: Engineering 

Services)

His project implementation and asset life cycle performance 

optimisation experience cover various industries, including 

petrochemical (Sasol Technology - Sastech), WorleyParsons-

TWP Consulting's green/brown-field platinum mining projects for 

clients such as Anglo American, ARM and Lonmin, the Pebble 

Bed Modular Reactor (PBMR) Nuclear project and bulk raw water 

infrastructure projects (TCTA). 

He is a member of the South African Institute of Mechanical 

Engineers. He holds a Magister In generiae degree in mechanical 

engineering (M.Sc. Eng), Sasol Leadership Development Programme and diplomas and certificates 

in project management and system acquisition.

Mr PA Moshoane (Acting General Manager: Operations and 

Maintenance)

Mr Moshoane brings experience in research and development 

has significantly contributed to the growth of the organisation. 

Being in the field for more than 20 years has afforded him 

immense experience in the optimisation, operation and 

maintenance of water treatment works, Acid Mine Drainage 

(AMD) and wastewater infrastructure, treatment processes units 

and distribution systems, water quality management, 

implementation and management, project planning and 

engineering management. 

He is a member of the Water Institute of Southern Africa (WISA). He holds a National Diploma in 

Chemical Engineering, a BTECH in Chemical Engineering, MTECH in Chemical Engineering and a 

certificate in Water Governance and Operations.

13



ANNUAL REPORT  2022 - 2023 

Ms DG Manzini, CIA, CGAP (Chief Audit Executive)

She has extensive experience in internal auditing, financial 

management, risk management and corporate governance. She 

gained her experience in provincial and local governments, 

parastatals, tertiary institutions, and banking. She is a member of 

the Association of Certified Fraud Examiners and the Institute of 

Internal Auditors South Africa (IIASA) and has served on the 

Limpopo Committee as the Regional Governor and as Deputy-

Regional Governor. She holds a BTech Degree in Internal Auditing 

and a Postgraduate Diploma in Internal Auditing.  She is also 

qualified as a Certified Internal Auditor (CIA) and a Certified 

Government Audit Professional (CGAP).

Mr N Nokeri (Manager: Strategy and Planning)

He has experience in business development management, 

development of policies, corporate plans, and strategies in the 

water sector. Rigorous engagements with various municipalities 

have vastly contributed to his understanding of the local 

government sphere. Being in the water sector for 32 years has 

afforded him experience in the operation and maintenance of 

water and wastewater systems, water quality monitoring, project 

monitoring and evaluation and management in general. He holds 

Master's Degrees in Sanitary Engineering, Water Care 

Technology and Business Administration (MBA).

Ms MS Satekge (Chief Risk Officer)

She has vast experience in risk management, auditing, corporate 

governance, and finance with over ten years' experience acquired 

in both the public and private sectors in bridging operational and 

strategic management functions. 

She holds a B. Com Degree in Financial Management, Bachelor of 

Accounting Sciences and Postgraduate diploma in Risk 

Management. She also holds a Certificate in Strategic 

Leadership. She is designated as Associate General Accountant 

(SA) by SAICA.
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Invitees

Invitees Invitees
Invitees

Role Role Role Role

Table 5-1: Board committee composition and responsibilities

Board Committees

Table 5-2: Board (August 2021)
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Table 5-3: Audit and Risk Committee

Table 5-4: Finance Committee

Ms Y Pamla CA(SA)

Table 5-5: Human Resources, Social and Ethics Committee

Table 5-6: Infrastructure, Operations and Stakeholder Committee
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107 - 181
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Management class: Board Members

2023

Table 6-1: Remuneration of Board Members

Independent members

008

480

548

559

529

910154

208
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Independent members

Management class: Executive management

2023

Figure 6-1: Remuneration of executive management

466 466
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STAKEHOLDER RELATIONS
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Figure 7-1: LNW Stakeholders
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Figure 7-2: Comparison of overall customer satisfaction

Meetings with WSAs

Communications and Marketing 

85% 81%
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7.2 CORPORATE SOCIAL INVESTMENT (CSI)

LNW's area of operation is predominantly rural and from time to time, during execution of its mandate, 

the organisation encounters devastating living conditions which members of communities are 

subjected to. Through CSI initiatives LNW attempts to provide relief in such circumstances to 

complement the work of its various municipal customers or stakeholders.

Lebone Special School, Mashate Village, Maroteng area

Paint, painting equipment and hosepipes were donated to Lebone Special School in Maroteng area 

near Mahwelereng in Mogalakwena Local Municipality. The Board, Executive Committee members 

and employees from different plants, joined by representatives of the Department of Education and 

municipality engaged in painting facilities at the school. These included 5 classrooms and the 

administrative block.



Palabora Foundation, Phalaborwa

Two laptops and a digital projector were donated to Palabora Foundation, as learning aids during 

learnership programmes for Grade 8 to 12 learners, when attending sessions on weekends and during 

holidays.

Mathukhana Secondary School, Boyne area

Three laptops were donated to Mathukana Secondary School in the Boyne area. The gesture was 

aimed at assisting in teaching learnership programmes for Grade 12.

Bana Ba Thari Special School, Solomondale area 

LNW donated a garden-in-a-crate to the school. The concept was developed for sharing information 

about the value of water through sustainable food gardening. Furthermore, it is aimed at imparting 

knowledge through teaching learners to grow their own food gardens at home, as possible income 

generator for young entrepreneurs. The crate was stocked with garden tools, including hosepipes with 

fixtures, seed packs, fertiliser, shovels, garden forks and gloves. 
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PERFORMANCE 

REVIEW



Figure 8-1: Performance comparison between 2021/22 and 2022/23 financial years

ANNUAL REPORT  2022 - 2023 

27



ANNUAL REPORT  2022 - 2023 

28

Legend: 

Achieved �  

Not Achieved �  

 

Operational 
excellence

1,27%

6,61% Mopani
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Capricorn Region
Doorndraai

Olifantspoort

Sekhukhune Region
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Water 
quality 
compliance

97,4%

99,3%

90,5%

Doorndraai-

Olifantspoort

Doorndraai

Olifantspoort
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99,9%

ISO 
Compliance

Kutullo

Tsakane

Mahloakoena
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Infrastructure 
development

63%

66%

46%
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62%
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Sound 

Financial 

Management 

93%

13%

5,4%

1,4%

55,5%

99,3%

151,9%

89%

94%
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Unqualified 

22,8%

12,1%

47,5%

-2,8%

32%

52%

19,2%

2,47
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1,19%Staff Levels

Training and 
Skills 
Development
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Legend: 
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Legend: 
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Phase 1: Creation of an enabling environment: Implementation of the 

CGICT and GICT

Phase 2: Strategic alignment: Implementation of business and ICT 

alignment  
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Phase 3: Continuous improvement of governance and strategic 

alignment arrangements

Figure 9-1: Network availability comparison
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Figure 9-2: System availability
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OPERATING ENVIRONMENT
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Overall Water Quality Performance

Figure Error! No text of specified style in document.-1: Overall water quality compliance 

>97% >95 <97% >90 <95% <90 
Excellent Good Acceptable Alert 

 

Figure 10-1: Overall water quality compliance
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Figure 10-2: Microbiology Compliance

>97% >95 <97% >90 <95% <90 
Excellent Good Acceptable Alert 
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Figure 10-3: Chemical Non-Health Compliance

>97% >95 <97% >90 <95% <90 
Excellent Good Acceptable Alert 

 

Figure 10-4: Chemical Chronic Health Compliance

>97% >95 <97%  >90 <95%  <90 
Excellent  Good Acceptable  Alert  
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Figure 10-5: Chemical Chronic Health Compliance

Challenges and plans towards full operational compliance

>97% >95 <97% >90 <95% <90 
Excellent Good Acceptable Alert 
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Product Scientific Service 

49

10.1.3 Accreditation: ISO 17025

Scientific Service Central laboratory has maintained SANAS accreditation status in compliance to ISO 

17025 since November 2012. This give quality assurance that the results produced at the laboratory 

are credible.  Over 5 000 samples were analysed during the 2022/23 period, these sample number are 

compliant to SANS 241 requirements in proportion to population served. The laboratory has received 

samples for analysis from internal and external clients.
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10.2 RESEARCH AND DEVELOPMENT 

10.2.1 Water supply augmentation/water availability 

The entity was issued with an additional water use licence of 60 Mℓ/day for Olifantspoort Water 

Scheme, doubling the capacity of Olifantspoort Plant to 120Ml/day. This will meet the water demand for 

Capricorn, Sekhukhune Districts and Polokwane Local Municipality. However, the entity continues to 

explore the groundwater for augmenting the limited surfac water. 

 10.2.2    Innovation and technology

The entity is currently conducting a trial using Presep 2000 Pre-clarification Unit. The technology 

removes about 80% of suspended solids and 30-40% chemical oxygen demand (COD) reduces. This 

ensures that the wastewater effluent complies with the General/Special Wastewater Standard.

 

Furthermore, the entity is conducting a trial on raw water turbidity at Olifantspoort Water Treatment 

Works as an early warning detection system for high raw turbidity (measured in NTU).

 

LNW is researching alternate disinfectants to reduce reliance on chlorine gas, as a result 

benchmarking was conducted with Chris Hani District Municipality to see their chlorine dioxide 

generator. The generator has been installed and is maintained by a service provider within Limpopo. 

LNW will further be exploring this option.

 

DWS Regulatory Assessments

Blue drop assessments were conducted in December 2022 to January 2023. The outcome of the 

assessment from DWS is still pending.

 

Green drop Performance Assessment Tool Spreadsheet Submission (GDPAT)

The GD PAT spreadsheets for all schemes were submitted on IRIS.

10.3 ENVIRONMENTAL SUSTAINABILITY

10.3.1   ISO 14001 Certification

Twelve (12) schemes operating and owned by LNW have maintained certification against the ISO 

14001 environmental management system standard. Assessing our environmental performance 

using several KPIs is an integral part of our environmental management system to drive continual 

improvement.
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Waste management

Water Conservation 

Figure 10-6: Hazardous waste materials collected
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Environmental Authorisation
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Emergency incidents

Water use license

Occupational Health and Safety
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Figure 10-7: Dam levels

Impact of theft and vandalism on service delivery

Jun-22 Jun-23
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10.4.1 Surety of supply

LNW has identified projects that will ensure reliable water supply to WSAs and industries contracted to 

us.

Olifantspoort/Ebenezer Scheme Upgrades

The project viability and detailed design for the upgrade of Olifantspoort and Ebenezer Schemes are at 

advanced stages. The project plan is to increase surety of supply to Sekhukhune District Municipality, 

the City of Polokwane and Capricorn District Municipality, thus circumventing the severe water 

shortages within these areas. The first phase of the project is aimed at increasing supply from 

Olifantspoort Scheme by 40 Mℓ/day and refurbishing the existing infrastructure for assurance of supply 

by both Olifantspoort and Ebenezer Water Supply Schemes at a cost of R4,5 billion. 

Politsi Scheme

Similar plans are in place for Politsi Scheme located in Mopani District, but the availability of sufficient 

raw water remains a major challenge to execute this project. Further engagements with interested and 

affected parties are ongoing with the assistance of the Department of Water and Sanitation.

Flag Boshielo Scheme

The project to increase the capacity of Flag Boshielo Scheme from 8 to 16 Mℓ/day is completed. LNW is 

currently exploring methods to fund the bulk distribution system to optimise supply of water within the 

scheme.

Phalaborwa Scheme

Major refurbishments are underway at Phalaborwa Scheme to improve surety of supply to the 

Phalaborwa Industrial Complex as well as to consumers of potable water. 

Phalaborwa Industrial System Phalaborwa Portable System



10.4.2 % Plant availability of production-related infrastructure

LNW views maintenance management as a proactive way of avoiding interruptions in the supply of 

service by developing plans that define the methods to be used to repair and maintain physical assets 

through their entire life cycle. Maintaining infrastructure through its entire lifespan is significant for 

optimising return on investment spent on assets.

ANNUAL REPORT  2022 - 2023 

56

Installation of zonal meter on the potable 

water pipeline towards Namakgale for 

water balancing

Repairs of non-return valves within the 

Ebenezer Scheme for pump protection 

and control 

Pipe repairs of 500mm pipe near Tompi Seleka. 

The pipe was dilapidated resulting in high 

water loss
Repairs of Gearbox for the WWTW in 

burgersfort WWTW
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96% 96%

Figure 10-8: Plant availability of production-related infrastructure

Capital and refurbishment programme

Table 10-1: LNW major capital projects 

% 

Flag Boshielo Phase 1

Flag Boshielo Phase 2

Upgrade of 

Olifantspoort 
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%

%

Ebenezer 
Refurbishment

Doorndraai Upgrade

Phalaborwa 
Refurbishment

Phalaborwa 
Refurbishment

Phalaborwa 
Refurbishment

Burgersfort WWTW 
Upgrade

%

Figure 10-9: LNW capital projects progress as at end June 2023
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Ministerial directives
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Figure 11-10: Progress on Ministerial Projects

Giyani Drought Relief Bulk Infrastructure Project (Nandoni–Nsami Bulk Pipeline)

Project history 

%

%

%

%
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Programme name                                         Project name                                                      Overall % 

Table 10-2: Nandoni-Nsami progress report

Nandoni-Nsami Bulk 

Water Pipeline

Mopani District Water and Sanitation Revitalisation Programme
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Programme name                                         Project name                                                      Overall % 

Medium–term project milestones (commonly referred to as Phase 1)

Table 10-3: Physical progress report

Giyani Water 

Services

Babanana/Nkambako Bulk Water Project 
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Table 10-9: Scope for the project 

Refurbishment 

works

Improvement works

Xihoko Distribution 

System

Babanana pipeline

Table 10-5: Physical progress 

Babanana/ 

Nkambako

Programme name                                         Project name                                                      Overall % 

Other project milestones (commonly known as Phase 2)
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10.4.4.3    Polokwane Intervention Project 

Background
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Water demands and moratorium on new developments

Revenue enhancement to LNW
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Project funding

Infrastructure Fund (DBSA)

Moutse Drought Relief Project 
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Programme name                                         Project name                                                      Overall % 

Moutse Drought 

Relief Intervention

Table 10-6: Refurbishment of the boreholes
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PEOPLE EMPOWERMENT
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Table 11-1:  Employment Equity Plan 2023

Table 11-2: Total workforce in percentages  
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Employee wellness management 
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Figure 11-1: Employees qualification profile

Apprenticeship: National Skills Funds & Local Government SETA: Centre of 

Specialisation (COS)

National Treasury: Engineering and scientists professionalisation
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Precautionary suspensions

General misconduct

Figure 11-2: Labour cases 

Non-occupational health and safety
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FINANCIAL SUSTAINABILITY
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Delivering solid financial performance

Figure 12-1:Seven-year financial performance

%

%
% % %

44%

%
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Supply quality water at an affordable rate
R

a
n

d

Other income
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Current liabilities

Energy costs

Depreciation

Salary mix 

Other operational costs

Infrastructure
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Increasing cash generated from operations

Figure 12-3: Cash and cash equivalents trends for the past seven (7) years

1.1.1 Fruitless and Wasteful Expenditure 

FRUITLESS AND WASTEFUL EXPENDITURE 
2023 

R’000  

2022 

R’000  

Opening balance 15 647  15 142  

Prior period errors     

As restated 15 647  15 142  

Confirmed     

Identified during and for the current year  7  505  

Previously identified and confirmed during the current year 2021/22 fruitless and wasteful expenditure 

identified in 2022/23 

As reported in the financial statements (note 33)  7  505  

Less: Condoned -    -    

Less: Not condoned but removed -    -    

Less: Irrecoverable  -    -    

Less amounts not recovered and written off -    -    

 

12.5.4
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Closing balance  15 654  15 647  

   

Details of current and previous year fruitless and wasteful expenditure  

Under assessment  -    -    

Under determination  -    -    

Under investigation  31 301  15 647  

Total 31 301  15 647  

      

Details of current and previous year fruitless and wasteful expenditure condoned  fruitless and wasteful 

expenditure condoned  

  -    -    

Total -    -    

      

Details of current and previous year fruitless and wasteful expenditure removed  - (not condoned)  

fruitless and wasteful expenditure NOT condoned and removed  

                                   

-    

                                 

-    

Total                                  

-    

                                 

-    

      

Details of current and previous year fruitless and wasteful expenditure recovered  fruitless and wasteful 

expenditure recovered .  
-    -    

Total -    -    

      

Details of current and previous year fruitless and wasteful expenditure written off (irrecoverable)  

fruitless and wasteful expenditure written off  

FRUITLESS AND WASTEFUL EXPENDITURE  
2023 

R’000   

2022 

R’000   

 

Total  -    -    

      

Details of current and previous year disciplinary steps taken as a result of fruitless and wasteful 

expenditure  

Not applicable       

Total   -    -    

 



Broad-Based Black Economic Empowerment

Figure 12-4: BBBEE procurement benefit from LNW projects
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Best supply chain practices

Disclosure on Irregular Expenditure

As reported in the financial statements (note 33) 

Closing balance

Details of current and previous year irregular expenditure 

Details of current and previous year irregular expenditure condoned

Total

ANNUAL REPORT  2022 - 2023 
83



Irregular expenditure condoned -    -    

  -    -    

Total -    -    

      

Details of current and previous year irregular expenditure removed - (not condoned) 

Irregular expenditure NOT condoned and removed -    -    

Total -    -    

      

Details of current and previous year irregular expenditure recovered     

Irregular expenditure recovered -    -    

Total -    -    

      

Details of current and previous year irregular expenditure written off (irrecoverable) 

All irregular expenditure Incurred as at 30 June 2022 -76 304  -    

Total -76 304  -    

      

Additional disclosure relating to inter-institutional arrangements     

Details of non-compliance cases where the institution is involved in an inter-institutional arrangement 

(where the institution is not responsible for the non-compliance) 

 Not applicable -    -    

Total -    -    

      

Details of non-compliance cases where the institution is involved in an inter-institutional arrangement 

(where the institution is responsible for the non-compliance) 

Not applicable -    -    

Total -    -    

      

Details of current and previous year disciplinary steps taken as a result of irregular expenditure 

Extension service was acquired without NT`s approval. A warning letter was 

issued to the responsible official. 

-    248  

A service was procured to defend an urgent application lodged against the 

Minister of DWS & the Interim Board. Disciplinary process was undertaken, 

the recovery of costs is in progress 

2 789    2 789  

Total 2 789    3 037  
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Table 13-1: Strategic risks progress report

Mitigating measureRisk 
Ref 

Risk description
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Figure 13-1: Overall risk rating for the six organisational strategic risks

25%

75%

100%
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Figure 13-2: Risk appetite status
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Table 14-1: Unresolved and Repeat audit findings as at 30 June 2023

Target               Actual
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Report on the audit of the financial statements

Basis for opinion

I have audited the financial statements of the Lepelle Northern Water set out on pages 107 to 

181, which comprise the statement of financial position as at 30 June 2023, statement of financial 

performance, statement of changes in net assets, cash flow statement and statement of 

comparison of budget information with actual information for the year then ended, as well as 

notes to the financial statements, including a summary of significant accounting policies.



Emphasis of matters

6. I draw attention to the matters below. My opinion is not modified in respect of these matters.

Receivables from exchange transactions

7. As disclosed in note 10 to the financial statements, material provision for impairments of 

receivables from exchange transactions of R375 289 000 was incurred.

Water losses

8. As disclosed in note 19 to the financial statements, water losses of R33 670 000 were incurred as a 

result of ageing infrastructure, vandalism during service delivery strikes and illegal connections.

Contingencies

9. With reference to note 27 to the financial statements, the public entity is involved in various cases. 

The ultimate outcome of these matters could not be determined and no provision for any liability 

that may result was made in the financial statements.

Unaudited supplementary schedules

10. The supplementary information set out on pages 182 to 187 does not form part of the financial 

statements and is presented as addition. I have not audited this schedule and accordingly, I do 

not express an opinion on it.

Other matters

11. I draw attention to the matter below. My opinion is not modified in respect of this matter.

National Treasury Instruction Note No. 4 of 2022-23: PFMA Compliance and Reporting 

Framework

12. On 23 December 2022 National Treasury issued Instruction Note No. 4: PFMA Compliance and 

Reporting Framework of 2022-23 in terms of section 76(1)(b), (e) and (f), 2(e) and (4)(a) and (c) 

of the PFMA, which came into effect on 3 January 2023. The PFMA Compliance and Reporting 

Framework also addresses the disclosure of unauthorised expenditure, irregular expenditure 

and fruitless and wasteful expenditure. Among the effects of this framework is that irregular and 

fruitless and wasteful expenditure incurred in previous financial years and not addressed is no 

longer disclosed in the disclosure notes of the annual financial statements, only the current year 
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and prior year figures are disclosed in note 33 to the financial statements. The movements in 

respect of irregular expenditure and fruitless and wasteful expenditure are no longer disclosed 

in the notes to the annual financial statements of Lepelle Northern Water. The disclosure of 

these movements (e.g., condoned, recoverable, removed, written off, under assessment, under 

determination and under investigation) are now required to be included as part of other 

information in the annual report of the auditees.

13. I do not express an opinion on the disclosure of irregular expenditure and fruitless and wasteful 

expenditure in the annual report.

Responsibilities of the accounting authority for the financial statements

14. The accounting authority is responsible for the preparation and fair presentation of the financial 

statements in accordance with the GRAP and the requirements of the PFMA; 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.

 

15. In preparing the financial statements, the accounting authority is responsible for assessing the 

public entity's ability to continue as a going concern; disclosing, as applicable, matters relating 

to going concern; and using the going concern basis of accounting unless the appropriate 

governance structure either intends to liquidate the public entity or to cease operations or has no 

realistic alternative but to do so.

Responsibilities of the auditor-general for the audit of the financial statements

16. My objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error; and to issue an 

auditor's report that includes my opinion. Reasonable assurance is a high level of assurance but 

is not a guarantee that an audit conducted in accordance with the ISAs will always detect a 

material misstatement when it exists. Misstatements can arise from fraud or error and are 

considered material if, individually or in aggregate, they could reasonably be expected to 

influence the economic decisions of users taken on the basis of these financial statements.

17. A further description of my responsibilities for the audit of the financial statements is included in 

the annexure to this auditor's report.

Report on the audit of the annual performance report

18. In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in terms 

thereof, I must audit and report on the usefulness and reliability of the reported performance 
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against predetermined objectives for the selected objectives presented in the annual 

performance report. The accounting authority is responsible for the preparation of the annual 

performance report.

19. I selected the following objectives presented in the annual performance report for the year 

ended 30 June 2023 for auditing. I selected objectives that measures the public entity's 

performance on its primary mandated functions and that are of significant national, community 

or public interest.

20. I evaluated the reported performance information for the selected objectives against the criteria 

developed from the performance management and reporting framework, as defined in the 

general notice. When an annual performance report is prepared using these criteria, it provides 

useful and reliable information and insights to users on the public entity's planning and delivery 

on its mandate and objectives.

28

32



21. I performed procedures to test whether:

 the indicators used for planning and reporting on performance can be linked directly to the 

public entity's mandate and the achievement of its planned objectives.

 the indicators are well defined to ensure that they are easy to understand and can be applied 

consistently, as well as verifiable so that I can confirm the methods and processes to be used 

for measuring achievements.

 the targets can be linked directly to the achievement of the indicators and are specific, time 

bound and measurable to ensure that it is easy to understand what should be delivered and 

by when, the required level of performance as well as how performance will be evaluated.

 the indicators and targets reported on in the annual performance report are the same as 

those committed to in the approved initial or revised planning documents.

 the reported performance information is presented in the annual performance report in the 

prescribed manner.

 there is adequate supporting evidence for the achievements reported and for the reasons 

provided for any over- or underachievement of targets.

22. I performed the procedures for the purpose of reporting material findings only; and not to 

express an assurance opinion.

23. The material findings on the reported performance information for the selected objectives are as 

follows:

Strategic objective 1: Provision of equitable and sustainable bulk water services

1.3 Comply with SANS 241 for drinking water quality (Bulk)

24. Based on audit evidence, the actual achievements for 1.3 comply with SANS 241 for drinking 

water quality (Bulk) indicators did not agree to what was reported. I could not determine the 

actual achievements, but I estimated them to be materially less. Consequently, the targets were 

not achieved, the under achievements on the targets were more than reported and the 

achievements against the targets were lower than reported.
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INDICATOR TARGET REPORTED ACHIEVEMENT 

1.3.1 % Microbiological compliance 98% 97.4% 

1.3.2 % Chemical non-health aesthetic 

compliance 

95% 99.3% 

1.3.3 % Operational compliance 95% 90.5% 
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25. I did not identify any material findings on the reported performance information for the Strategic 

objective 2: Bulk water services infrastructure planning and development.

Other matter

26. I draw attention to the matter below.

Achievement of planned targets

27. The annual performance report includes information on reported achievements against planned 

targets and provides explanations for over- or under achievements. This information should be 

considered in the context of the material findings on the reported performance information.

Report on compliance with legislation

28. In accordance with the PAA and the general notice issued in terms thereof, I must audit and 

report on compliance with applicable legislation relating to financial matters, financial 

management and other related matters. The accounting authority is responsible for the public 

entity's compliance with legislation.

29. I performed procedures to test compliance with selected requirements in key legislation in 

accordance with the findings engagement methodology of the Auditor-General of South Africa 

(AGSA). This engagement is not an assurance engagement. Accordingly, I do not express an 

assurance opinion or conclusion.

30. Through an established AGSA process, I selected requirements in key legislation for 

compliance testing that are relevant to the financial and performance management of the public 

entity, clear to allow consistent measurement and evaluation, while also sufficiently detailed and 

readily available to report in an understandable manner. The selected legislative requirements 

are included in the annexure to this auditor's report.

31. The material findings on compliance with the selected legislative requirements, presented per 

compliance theme, are as follow:

Annual Financial Statement

32. The financial statements submitted for auditing were not prepared in accordance with the 

prescribed financial reporting framework as required by section 55(1) (b) of the PFMA.

33. Material misstatements of current assets and disclosures identified by the auditors in the 
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submitted financial statements were corrected, resulting in the financial statements receiving an 

unqualified audit opinion.

Other information in the annual report

34. The accounting authority is responsible for the other information included in the annual report. 

The other information referred to does not include the financial statements, the auditor's report 

and those selected objectives presented in the annual performance report that have been 

specifically reported on in this auditor's report.

35. My opinion on the financial statements, the report on the audit of the annual performance report 

and the report on compliance with legislation do not cover the other information included in the 

annual report and I do not express an audit opinion or any form of assurance conclusion on it.

36. My responsibility is to read this other information and, in doing so, consider whether it is 

materially inconsistent with the financial statements and the selected objectives presented in 

the annual performance report or my knowledge obtained in the audit, or otherwise appears to 

be materially misstated.

37. I did not receive records of other information prior to the date of this auditor's report. When I do 

receive and read this information, if I conclude that there is a material misstatement therein, I am 

required to communicate the matter to those charged with governance and request that the 

other information be corrected. If the other information is not corrected, I may have to retract this 

auditor's report and re-issue an amended report as appropriate. However, if it is corrected this 

will not be necessary to be reported:

Internal control deficiencies

38. I considered internal control relevant to my audit of the financial statements, annual 

performance report and compliance with applicable legislation; however, my objective was not 

to express any form of assurance on it

39. The matters reported below are limited to the significant internal control deficiencies that 

resulted in the basis for the unqualified opinion and the material findings on the annual 

performance report and the material findings on compliance with legislation included in this 

report.

40. Some review processes at financial reporting stage were ineffective, resulting in material 

adjustments being made to the submitted financial statements.
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41. Management did not ensure action plans are effectively implemented timeously in order to 

ensure information reported in the annual financial statements and in the annual performance 

report is fairly presented.

Other reports

42. In addition to the investigations relating to material irregularities, I draw attention to the following 

engagements conducted by various parties. These reports did not form part of my opinion on the 

financial statements or my findings on the reported performance information or compliance with 

legislation.

43. Investigation regarding procurement irregularities conducted by Audit and Risk Management 

Solution were concluded in the financial year under review and one report was approved by the 

board on the 31 July 2023.

44. Numerous other investigations into Lepelle Northern Water are still in progress by various 

service providers including the Special Investigation Unit

Pretoria

31 October 2023 
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Annexure to the auditor's report

The annexure includes the following:

  The auditor-general's responsibility for the audit

 The selected legislative requirements for compliance testing

Auditor-general's responsibility for the audit

Professional judgement and professional scepticism

As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain 

professional scepticism throughout my audit of the financial statements and the procedures 

performed on reported performance information for selected objectives and on the public entity's 

compliance with selected requirements in key legislation.

Financial statements

In addition to my responsibility for the audit of the financial statements as described in this auditor's 

report, I also:

  identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error; design and perform audit procedures responsive to those risks; and 

obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The 

risk of not detecting a material misstatement resulting from fraud is higher than for one 

resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations or the override of internal control.

  obtain an understanding of internal control relevant to the audit 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 public entity's internal control.

  evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made.

  conclude on the appropriateness of the use of the going concern basis of accounting in the 

preparation of the financial statements. I also conclude, based on the audit evidence 

obtained, whether a material uncertainty exists relating to events or conditions that may cast 

significant doubt on the ability of the public entity to continue as a going concern. If I 

conclude that a material uncertainty exists, I am required to draw attention in my auditor's 
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report to the related disclosures in the financial statements about the material uncertainty or, 

if such disclosures are inadequate, to modify my opinion on the financial statements. My 

conclusions are based on the information available to me at the date of this auditor's report. 

However, future events or conditions may cause a public entity to cease operating as a 

going concern.

  evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and determine whether the financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation.

 

Communication with those charged with governance.

I communicate with the accounting authority regarding, among other matters, the planned scope and 

timing of the audit and significant audit findings, including any significant deficiencies in internal 

control that I identify during my audit.

I also provide the accounting authority with a statement that I have complied with relevant ethical 

requirements regarding independence and communicate with them all relationships and other 

matters that may reasonably be thought to bear on my independence and, where applicable, actions 

taken to eliminate threats or safeguards applied.
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LEGISLATION

 

SECTIONS

 

OR

 

REGULATIONS

 

Public

 

Finance

 

Management Act

 

No.1

 

of

 

1999 (PFMA)

 Section

 

50(3)

 

Section

 

51(1)(a)(iii);

 

51(1)(a)(iv);

 

51(1){b){i); 51(1){b)(ii); 
51{1)(e)(iii)

 

Section

 

52(b) 
Section

 

53(4)

 

Section

 

54(2)(c');

 

54(2){d)

 

Section

 

55(1)(a); 55(1)(b);

 

55(1)(c)(i)

 

Section 56 
Section 57(b) 
Section 57(d) 
Section

 

66(3)(b)

 

Treasury

 

Regulations

 

for

 

departments,

 

trading entities, constitutional institutions,

 

and public entities (TR)

 Treasury

 

Regulation

 

29.1.1;

 

29.1.1(a);

 

29.1.1(c');29.2.1;

 

29.2.2;

 

29.3.1

 

Treasury Regulation 31.1.2(c') Treasury

 

Regulation

 

31.2.5;

 

31.2.7(a) Treasury 
Regulation

 

33.1.1; 33.1.3

 

Companies

 

Act

 

No.71

 

of

 

2008

 

Section

 

45(2);

 

45(3)(a)(ii);

 

45(3){b){i);

 

45(3)(b)(ii); 45(4)

 

Section

 

46(1)(a);

 

46(1)(b);

 

46(1)(c')

 

Section

 

112(2)(a); 
Section 129(7)

 

Prevention

 

and

 

Combating

 

of

 

Corrupt

 

Activities Act No.12 of 2004 (PRECCA)

 

Section

 

34(1)

 

Construction

 

Industry

 

Development Board

 

Act No.38 of 2000 (CIDB)

 

Section

 

18(1)

 

Section

 

22(3)

 

CIDB

 

Regulations

 

CIDB

 

regulation

 

17;

 

25(1);

 

25

 

(5)

 

&

 

25(7A)

 

PPPFA

 

Section

 

1(i); 2.1(a);

 

2.1(b);

 

2.1(f)

 

PPR

 

2017

 

Paragraph

 

4.1;

 

4.2

 

Paragraph

 

5.1;

 

5.3;

 

5.6;

 

5.7

 

Paragraph

 

6.1; 6.2;

 

6.3;

 

6.5;

 

6.6;

 

6.8

 

Paragraph

 

7.1; 7.2;

 

7.3;

 

7.5;

 

7.6; 7.8

 

Paragraph

 

8.2;

 

8.5

 

Paragraph 9.1;

 

9.2

 

Paragraph 10.1;

 

10.2

 

Paragraph

 

11.1;

 

11.2

 

Paragraph

 

12.1

 

and

 

12.2

 

PPR

 

2022

 

Paragraph 3.1

 

Paragraph

 

4.1;

 

4.2;

 

4.3; 4.4

 

Paragraph

 

5.1;

 

5.2;

 

5.3;

 

5.4

 

NT

 

SCM

 

Instruction

 

Note

 

03

 

2021/22

 

Paragraph

 

4.1;

 

4.2;

 

4.2

 

{b);

 

4.3;

 

4.4;

 

4.4

 

(c);4.4(d);

 

4.6

 

Paragraph

 

5.4

 

NT

 

SCM

 

Instruction

 

4A

 

of

 

2016/17

 

Paragraph

 

6

 

 

Compliance with legislation - selected legislative requirements

The selected legislative requirements are as follows:
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16 AUDIT & RISK COMMITTEE REPORT

We are pleased to present our report for the financial year ended 30 June 2023.

Audit & Risk Committee members and attendance

The Audit & Risk Committee consists of the members listed hereunder and should meet 4 times per 

annum as per its approved terms of reference. During the current year 13 meetings were held as 

highlighted in table 16-1 below:

Table 16-1: Attendance of the Audit & Risk Committee

Matters of delegations of Audit and Risk Committee includes recommending the investigation 

reports to the Board for approval. During the financial year under review the organisation has 

received several allegations reported through the Tip-Off Anonymous system. This has led to the 

Committee to hold ten (10) special meetings to deal with and resolve the allegations reported 

through Tip-Off System.

Audit & Risk Committee responsibility 

The Audit & Risk Committee reports that it has complied with its responsibilities arising from section 

38(10)(1) of the PFMA and Treasury Regulation 3.1.

The Audit & Risk Committee also reports that it has adopted appropriate formal terms of reference as 

its Audit & Risk Committee Charter, has regulated its affairs in compliance with this charter and has 

discharged all its responsibilities as contained therein.

Effectiveness of the internal controls

The system of internal controls applied by the entity over financial and risk management is effective, 

efficient, and transparent. In line with the PFMA and the King IV Report on Corporate Governance 

requirements, Internal Audit provides the Audit & Risk Committee and management with assurance 

that the internal controls are appropriate and effective. This is achieved by means of the risk 

management process, as well as the identification of corrective actions and suggested enhancements 

to the controls and processes. From the various reports of the Internal Auditors, the Audit Report on 

the annual financial statements, and the management report of the Auditor-General South Africa, it 

 NUMBER OF SCHEDULED 

MEETINGS PER ANNUM  

NUMBER OF MEETINGS ATTENDED 

(INCL . SPECIAL ) 

I Vally  4 13 

S Ngobeni  4 13 

F Mudau  4 13 

RT Ramashia  4 12 
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was noted that no matters were reported that indicate any material deficiencies in the system of 

internal control or any deviations therefrom.

Accordingly, we can report that the system of internal control over financial reporting for the period 

under review was efficient and effective.

The Audit & Risk Committee is satisfied with the content and quality of monthly and quarterly reports 

prepared and issued by the board of the entity during the year under review.

Evaluation of annual financial statements

The Audit & Risk Committee has:

 reviewed and discussed the audited annual financial statements to be included in the annual 

report, with the Auditor-General and the board,

 reviewed the Auditor-General of South Africa's management report and management's 

response thereto,

 reviewed the entities compliance with legal and regulatory provisions,

 reviewed significant adjustments resulting from the audit.

 reviewed the Annual Financial Statements and recommended that they be adopted. 

Internal audit

The Audit & Risk Committee is satisfied that the internal audit function is operating effectively and that 

it has addressed the risks pertinent to the entity in its audits.

The Committee reviewed:

 The risk areas of the entity's operations covered in the scope of internal and external audits. 

 The internal audit reports concerning the adequacy and effectiveness of the internal control 

systems; detailing concerns arising out of audits and ensured there are appropriate responses 

from management, which will result in the concerns being addressed. 

 The internal audit function and its effectiveness.

 The activities of internal audit, including its annual plan, co-ordination with the external 

auditors, the reports of significant investigations and the responses of management to specific 

recommendations. 

Risk Management 

The committee reviewed: 

 Disclosure on matters of risk and risk management in the annual report.

 The adequacy and effectiveness of risk management in the Institution, including 
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recommendations for improvement.

 Internal and external audit plans and ensured that they are aligned to the risk profile of the 

Institution.

 The following areas: 

o Financial reporting risks, including the risks of fraud. 

o IT risks as they relate to financial reporting and ensured that they were appropriately 

addressed.

o Ethical risks.

 Critiqued the risk appetite and risk tolerance and recommended this for approval by the Board. 

Fraud prevention 

The Committee reviewed: 

 The mechanisms used to report fraud and corruption related activities and ensured that all 

allegations reported were dealt with appropriately. 

Information and Communications Technology Governance 

The committee monitored the Information and Communication Technology (ICT) with the DPSA 

Corporate Governance of ICT Policy Framework that guide the governance of ICT. The Framework 

requires departments and state entities to implement the corporate governance of ICT (CGICT) as an 

integral part of its corporate governance arrangements. 

Auditor-General of South Africa

The audit committee has met with the Auditor-General of South Africa to ensure that there are no 

unresolved issues.

We concur with and accept the External Auditors' report on the annual financial statements and 

are of the opinion that the audited annual financial statements should be accepted and read 

together with the report of the External Auditors.

________________________________

Chairperson: Audit & Risk Committee 

Mr. Imtiaz Ahmed Vally

Date: 31 October 2023 
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Figure in Rand thousand
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Lepelle Northern Water
Annual Financial Statements for the year ended 30 June 2023

Statement of Comparison of Budget and Actual Amounts

1. Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally 

Recognised Accounting Practice (GRAP) and the requirements of the Public Finance Management 

Act (Act 1 of 1999).

These annual financial statements have been prepared on an accrual basis of accounting and are in 

accordance with the historical cost convention as the basis of measurement, unless specified 

otherwise.

These accounting policies are consistent with the previous period, except for the changes in 

presentation and disclosure of irregular and fruitless and wasteful expenditure due to the first-time 

application of National Treasury Instruction Note 4 of 2022/23 as set out in note 33 on irregular and 

fruitless and wasteful expenditure.

1.1. Presentation currency

These annual financial statements are presented in South African Rand, which is the functional 

currency of the entity. The figures are rounded to the nearest thousand Rand (R'000), except where 

otherwise indicated.

1.2. Going concern assumption.

These annual financial statements have been prepared based on the expectation that the entity will 

continue to operate as a going concern for at least the next 12 months.

1.3. Materiality

These annual financial statements have been prepared and presented by applying the concept of 

materiality in the recognition, measurement, presentation, and disclosure of information.

1.4. Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and 

assumptions that affect the amounts represented in the annual financial statements and related 

disclosures.
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Use of available information and the application of judgement is inherent in the formation of estimates. 

Actual results in the future could differ from these estimates which may be material to the annual 

financial statements. Significant judgements include:

Inventory

Inventory is measured at lower of cost or net realisable value. Net realisable value assessment 

requires management to make estimates about future inventory replacement cost and future use of 

inventory to determine net realisable value. Refer to note 9 for the carrying amount of inventory at year 

end.

LNW considers water to be inventory from the point of abstraction of the raw water for processing from 

the natural sources that are licensed to the Water Board

Impairment testing

The recoverable amounts of assets have been determined based on the higher of value-in-use 

calculations and fair values less costs to sell. These calculations require the use of estimates and 

assumptions. It is reasonably possible that the assumptions may change which may then impact our 

estimations and may then require a material adjustment to the carrying value of tangible assets.

The entity reviews and tests the carrying value of assets when events or changes in circumstances 

suggest that the carrying amount may not be recoverable. Assets are grouped at the lowest level for 

which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If 

there are indications that impairment may have occurred, estimates are prepared of expected future 

cash flows for each group of assets. Expected future cash flows used to determine the value in 

tangible assets are inherently uncertain and could materially change over time. Refer to note 3 for 

impairment estimated amounts.
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1.4. Significant judgements and sources of estimation uncertainty (continued)

Short-term employee benefits

Short-term employee benefits were raised, and management determined an estimate based on the 
thinformation available. The entity's short-term employee benefits are related to 13  Cheque, leave and 

performance bonus liabilities as detailed in accounting policy note 1.13. Additional disclosure of these 

estimates of provisions are included in note 8 - Short-term employee benefits.

Contingencies

Contingencies disclosed in the current year required estimates of possible financial exposure and 

management relies on the opinions of its lawyers, refer to note 27 for disclosed contingencies.

Useful lives of waste and water network and other assets

The entity's management determines the estimated useful lives and related depreciation charges for 

the wastewater and water networks. This estimate is based on industry norm. Management will adjust 

the depreciation charge where useful lives are different from previously estimated useful lives. Refer 

to note 1.5 for the assessed useful lives and to note 3 for estimated depreciation amounts.

Post-retirement benefits

The present value of the post-retirement obligation depends on a number of factors that are 

determined on an actuarial basis using a number of assumptions. The assumptions used in 

determining the net cost (income) include the discount rate. Any changes in these assumptions will 

impact on the carrying amount of post-retirement obligations.

The entity determines the appropriate discount rate at the end of each year. This is the interest rate 

that should be used to determine the present value of estimated future cash outflows expected to be 

required to settle the medical obligations. 
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1.4. Significant judgements and sources of estimation uncertainty (continued)

In determining the appropriate discount rate, the entity considers the interest rates of high-quality 

corporate bonds that are denominated in the currency in which the benefits will be paid, and that have 

terms to maturity approximating the terms of the related medical liability.

Other key assumptions for pension obligations are based on current market conditions. Additional 

information is disclosed in Note 7.

Effective interest rate

The entity used the prime interest rate to discount future cash flows.

Allowance for doubtful debts

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence 

that it is impaired. The impairment is measured as the difference between the debtors carrying amount 

and the present value of estimated future cash flows discounted at the effective interest rate, 

computed at initial recognition. Refer to note 10 for the estimated impairment allowance.

Recognition and Derecognition of Land

In some instances, the entity is not the legal owner, or the custodian of land appointed in terms of 

legislation, but assessed that it controls such land. Key judgements made and assumptions applied to 

conclude that it controls such land, are as follows:

The entity has the right to direct access to and restrict access of others to the land.

The entity can make improvements to the land without a prior approval by the third party.
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1.5. Property, plant, and equipment

The cost of an item of property, plant and equipment is recognised as an asset when:

 it is probable that future economic benefits or service potential associated with the item will 

flow to the entity; and

 the cost of the item can be measured reliably.

Property, plant, and equipment is initially measured at cost and is subsequently carried at cost less 

accumulated depreciation and any impairment losses.

The depreciation method and useful lives of items of property, plant and equipment are as follows:

The depreciation method, residual value and the useful life of property, plant and equipment are 

reviewed at least at each reporting date and changes are accounted for as a change in an accounting 

estimate.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the 

carrying amount of another asset.

Items of property, plant and equipment are derecognised when the asset is disposed of or when there 

are no further economic benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included 

in surplus or deficit when the item is derecognised. The gain or loss arising from the derecognition of 

an item of property, plant and equipment is determined as the difference between the net disposal 

proceeds, if any, and the carrying amount of the item.

ANNUAL REPORT  2022 - 2023 

118

Item Depreciation method Average useful life 

Land Not depreciated Indefinite 

Buildings Straight-line 9 - 50 years 

Machinery and Equipment Straight-line 3 - 15 years 

Furniture and fixtures Straight-line 3 - 10 years 

Motor vehicles Straight-line 2 - 15 years 

Computer Hardware Straight-line 3 - 8 years 

Waterworks Straight-line 3 - 52 years 

Telemetry Straight-line 3 - 15 years 

 



1.6. Intangible assets

An intangible asset is recognised when:

 it is probable that the expected future economic benefits or service potential that are 

attributable to the asset will flow to the entity; and

 the cost or fair value of the asset can be measured reliably.

Intangible assets are initially measured at cost and are subsequently carried at cost less any 

accumulated amortisation and any impairment losses.

The amortisation method and useful lives of intangible assets are as follows:

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, 

there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows 

or service potential. Amortisation is not provided for these intangible assets, but they are tested for 

impairment annually and whenever there is an indication that the asset may be impaired. For all other 

intangible assets amortisation is provided on a straight-line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at least at 

each reporting date and changes are accounted for as a change in an accounting estimate.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as 

indefinite is an indicator that the asset may be impaired. As a result, the asset is tested for 

impairment and the remaining carrying amount is amortised over its useful life.

Intangible assets are derecognised:

 on disposal; or

 when no future economic benefits or service potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit 

when the asset is derecognised.

Item Amortisation  method  Average  useful  life 

Computer  software  Straight -line 3 - 10 years  

Servitudes  Not  amortised  Indefinite  
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1.7. Financial instruments

The entity recognises a financial asset or a financial liability in its statement of financial position when 

the entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are 

directly attributable to the acquisition or issue of financial assets and financial liabilities (other than 

financial assets and financial liabilities at fair value) are added to or deducted from the fair value of the 

financial assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly 

attributable to the acquisition of financial assets or financial liabilities at fair value are recognised 

immediately in profit or loss.

Subsequent measurement of financial assets and financial liabilities

Financial assets and financial liabilities are subsequently measured at amortised cost or fair value, 

depending on their classification.

Impairment of financial assets.

All financial assets measured at amortised cost are subject to an impairment review. If there is 

objective evidence that an impairment loss on financial assets measured at amortised cost has been 

incurred, the amount of the loss is measured as the difference between the asset's carrying amount 

and the present value of estimated future cash flows discounted at the financial asset's original 

effective interest rate. The carrying amount of the asset is reduced through the use of an allowance 

account.

The amount of the loss is recognised in surplus or deficit.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 

related objectively to an event occurring after the impairment was recognised, the previously 

recognised impairment loss is reversed by adjusting an allowance account. The reversal does not 

result in a carrying amount of the financial asset that exceeds what the amortised cost would have 

been had the impairment not been recognised at the date the impairment is reversed. The amount of 

the reversal is recognised in surplus or deficit.
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1.7. Financial instruments (Continued)

Derecognition of financial assets and financial liabilities

A financial asset is derecognised only when:

 the contractual rights to the cash flows from the financial asset expire, are settled or waived,

 the entity transfers to another party substantially all the risks and rewards of ownership of the 

financial asset; or.

 the entity, despite having retained some significant risks and rewards of ownership of the 

financial asset, has transferred control of the asset to another party and the other party has the 

practical ability to sell the asset in its entirety to an unrelated third party, and is able to exercise 

that ability unilaterally and without needing to impose additional restrictions on the transfer.

A financial liability is derecognised when, and only when, it is extinguished (i.e. when the obligation 

specified in the contract is discharged, cancelled, expires or waived).

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset measured at fair value is 

recognised in surplus or deficit. For financial assets and financial liabilities measured at amortised 

cost or cost, a gain or loss is recognised in surplus or deficit when the financial asset or financial liability 

is derecognised.

Classification

The entity has the following types of financial assets (classes and category) as reflected on the face of 

the statement of financial position or in the notes thereto:

Class Category 

Receivables from exchange transactions  Financial asset measured at amortised cost  

Cash and cash equivalents  Financial asset measured at amortised cost  

Other financial assets  Financial asset measured at fair value  

 

Class Category 

Payables from exchange transactions  Financial liability measured at amortised cost  
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1.8. Statutory receivables (VAT)

Identification

The entity is a registered VAT vendor in terms of the VAT Act (Act No. 89 of 1991) and is on a payment 

(cash) basis. The entity declares output tax and input tax monthly to the extent to which payment of the 

consideration is received or made in that tax period. This is a statutory arrangement giving rise to VAT 

balances of the following nature:

a) VAT Statutory receivable from or payable to SARS, calculated as the net amount of output 

VAT collected and input VAT paid. This is the VAT already declared to SARS as it is 

associated with transactions for which payment was received or made. The entity nets the 

output and input as the amounts relate to the same counterparty (SARS) and settlement is 

done on a net basis.

b) VAT accrual balance representing VAT associated with transactions that are yet to be 

settled. This balance is not yet declared to SARS because it does not represent amounts 

due from/ to SARS. It represents VAT accruals/provisions/ deferrals because despite the 

amounts being known, the timing is uncertain and is dependent on the settlement of the 

underlying transactions that gave rise to the VAT balances.

The VAT statutory balances in (a) above and the VAT accruals/ provisions in (b) above are reported on 

a net basis in the statement of financial position. Management considered the fact that despite (a) 

being an existing claim from/ by SARS while (b) isn't until payment is received or made for the 

underlying transactions from different counterparties, namely customers and suppliers respectively, 

they are all in substance VAT related and arose from a statutory arrangement. This was considered to 

be more relevant to the users of the financial statements than splitting the VAT balance merely based 

on the legal form.

Recognition

The entity recognises the VAT receivable when the definition of an asset is met and, when it is 

probable that the future economic benefits or service potential associated with the asset will flow to 

the entity and the transaction amount can be measured reliably.
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1.8. Statutory receivables (VAT) (continued)

Initial measurement

The entity initially measures VAT receivables at their transaction amount. The transaction amount is 

the VAT rate as provided in the VAT Act and supporting regulations. The current rate is 15% of the 

value of supply made by the entity or to the entity.

Subsequent measurement

The entity measures VAT receivables after initial recognition under the cost method. Under the cost 

method, the initial measurement of the receivable is changed subsequent to initial recognition to 

reflect any:

 interest or other charges that may have accrued on the receivable (where applicable),

 impairment losses; and

 amounts derecognised.

Accrued interest

SARS adjusts for interest on the outstanding VAT balances, it adjusts the transaction amount after 

initial recognition to reflect any accrued interest. Interest is calculated using the official interest 

rate. Interest earned on VAT receivables is recognised as income.

Other charges

SARS can levy penalties for late submission of VAT returns in terms of the Tax Administration Act 

(Act 28 of 2011).

Impairment losses

The entity assesses at each reporting date whether the VAT balance may be impaired.

If there is an indication that the VAT balance may be impaired, the entity measures the impairment loss 

as the difference between the estimated future cash flows and the carrying amount.
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1.8. Statutory receivables (VAT) (continued)

Where the carrying amount is higher than the estimated future cash flows, the carrying amount is 

reduced through the use of an allowance account. The amount of the losses is recognised in surplus or 

deficit.

An impairment loss recognised in prior periods is revised if there has been a change in the estimates 

used since the last impairment loss was recognised, or to reflect the effect of discounting the 

estimated cash flows.

Any previously recognised impairment loss is adjusted either directly or by adjusting the allowance 

account. The adjustment does not result in the carrying amount exceeding what the carrying amount 

of the receivable would have been had the impairment loss not been recognised at the date the 

impairment is revised. The amount of any adjustment is recognised in surplus or deficit.

Derecognition

The entity derecognises a VAT receivable, or a part thereof, when:

 the rights to the cash flows from the receivable are settled, expire, or are waived,

 the entity transfers to another party substantially all the risks and rewards of ownership of the 

receivable; or

 the entity, despite having retained some significant risks and rewards of ownership of the 

receivable, has transferred control of the receivable to another party and the other party has 

the practical ability to sell the receivable in its entirety to an unrelated third party, and is able to 

exercise that ability unilaterally and without needing to impose additional restrictions on the 

transfer. In this case, the entity:

- derecognise the receivable; and

- recognise separately any rights and obligations created or retained in the transfer.

The carrying amounts of any VAT receivable transferred are allocated between the rights or 

obligations retained and those transferred on the basis of their relative fair values at the transfer date.
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1.8. Statutory receivables (VAT) (continued)

The entity considers whether any newly created rights and obligations are within the scope of the 

Standard of GRAP on Financial Instruments or another Standard of GRAP. Any difference between 

the consideration received and the amounts derecognised and, those amounts recognised, are 

recognised in surplus or deficit in the period of the transfer.

1.9. Leases

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.

Finance leases - lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at 

amounts equal to the fair value of the leased asset or, if lower, the present value of the minimum lease 

payments. The corresponding liability to the lessor is included in the statement of financial position as 

a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest 

rate implicit in the lease.

Minimum lease payments are apportioned between the finance charge and reduction of the 

outstanding liability. The finance charge is allocated to each period during the lease term to produce a 

constant periodic rate of on the remaining balance of the liability.

Any contingent rents are expensed in the period in which they are incurred.

Operating leases - lessee

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.
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1.10. Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-

exchange transaction, then their costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.

Inventories are measured at the lower of cost and current replacement cost where they are held for:

 distribution at no charge or for a nominal charge; or

 consumption in the production process of goods to be distributed at no charge or for a nominal 

charge.

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is 

used for all inventories having a similar nature and use to the entity.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in 

the period in which the related revenue is recognised. If there is no related revenue, the expenses are 

recognised when the goods are distributed, or related services are rendered. The amount of any write-

down of inventories to net realisable value or current replacement cost and all losses of inventories are 

recognised as an expense in the period the write-down or loss occurs. The amount of any reversal of 

any write-down of inventories, arising from an increase in net realisable value or current replacement 

cost, are recognised as a reduction in the amount of inventories recognised as an expense in the 

period in which the reversal occurs.

1.11. Impairment of cash-generating assets

Cash-generating assets are assets used with the objective of generating a commercial return. 

Commercial return means that positive cash flows are expected to be significantly higher than the cost 

of the asset.

 the period of time over which an asset is expected to be used by the entity; or

 the number of production or similar units expected to be obtained from the asset by the entity.
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1.11. Impairment of cash-generating assets (continued)

Designation

An asset used with the objective of generating a commercial return and service delivery, is designated 

either as a cash- generating asset or non-cash-generating asset based on whether the entity expects 

to use that asset to generate a commercial return. When it is not clear whether the objective is to use 

the asset to generate commercial return, the entity designates the asset as a non-cash-generating 

asset and applies the accounting policy on Impairment of Non-cash-generating assets, rather than 

this accounting policy.

Identification

The entity assesses at each reporting date whether there is any indication that a cash-generating 

asset may be impaired. If any such indication exists, the entity estimates the recoverable amount of 

the asset.

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

Irrespective of whether there is any indication of impairment, the entity also tests a cash-generating 

intangible asset with an indefinite useful life for impairment annually by comparing its carrying amount 

with its recoverable amount. This impairment test is performed at the same time every year. If an 

intangible asset was initially recognised during the current reporting period, that intangible asset was 

tested for impairment before the end of the current reporting period.

Recognition and measurement

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying 

amount of the asset is reduced to its recoverable amount. This reduction is an impairment loss.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-

generating asset is adjusted in future periods to allocate the cash-generating asset's revised carrying 

amount, less its residual value (if any), on a systematic basis over its remaining useful life.
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1.11. Impairment of cash-generating assets (continued)

Reversal of impairment loss

The entity assesses at each reporting date whether there is any indication that an impairment loss 

recognised in prior periods for a cash-generating asset may no longer exist or may have decreased. If 

any such indication exists, the entity estimates the recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has 

been a change in the estimates used to determine the asset's recoverable amount since the last 

impairment loss was recognised. The carrying amount of the asset is increased to its recoverable 

amount. The increase is a reversal of an impairment loss. The increased carrying amount of an asset 

attributable to a reversal of an impairment loss does not exceed the carrying amount that would have 

been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 

asset in prior periods.

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or 

deficit.

1.12. Impairment of non-cash-generating assets Identification

The entity assesses at each reporting date whether there is any indication that a non-cash-generating 

asset may be impaired. If any such indication exists, the entity estimates the recoverable service 

amount of the asset.

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it 

is impaired.

Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-

generating intangible asset with an indefinite useful life for impairment annually by comparing its 

carrying amount with its recoverable service amount. This impairment test is performed at the same 

time every year. If an intangible asset was initially recognised during the current reporting period, that 

intangible asset was tested for impairment before the end of the current reporting period.
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1.12. Impairment of non-cash-generating assets Identification (continued)

Recognition and measurement

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the 

carrying amount of the asset is reduced to its recoverable service amount. This reduction is an 

impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-

generating asset is adjusted in future periods to allocate the non-cash-generating asset's revised 

carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life.

Reversal of an impairment loss

The entity assesses at each reporting date whether there is any indication that an impairment loss 

recognised in prior periods for a non-cash-generating asset may no longer exist or may have 

decreased. If any such indication exists, the entity estimates the recoverable service amount of that 

asset.

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there 

has been a change in the estimates used to determine the asset's recoverable service amount since 

the last impairment loss was recognised. The carrying amount of the asset is increased to its 

recoverable service amount. The increase is a reversal of an impairment loss. The increased carrying 

amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 

amount that would have been determined (net of depreciation or amortisation) had no impairment loss 

been recognised for the asset in prior periods.

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus 

or deficit.

ANNUAL REPORT  2022 - 2023 

129



1.13. Employee benefits Short-term employee benefits

Short-term employee benefits include:

 wages, salaries, and social security contributions,

 short-term compensated absences (such as paid annual leave and paid sick leave) where the 

compensation for the absences is due to be settled within twelve months after the end of the 

reporting period in which the employees render the related employee service,

 bonus, incentive, and performance related payments payable within twelve months after the 

end of the reporting period in which the employees render the related service; and

 non-monetary benefits (for example, medical care, and free or subsidised goods or services 

such as housing, cars, and cell phones) for current employees.

When an employee has rendered service to the entity during a reporting period, the entity recognises 

the undiscounted amount of short-term employee benefits expected to be paid in exchange for that 

service:

 as a liability (accrued expense), after deducting any amount already paid. If the amount 

already paid exceeds the undiscounted amount of the benefits, the entity recognises that 

excess as an asset (prepaid expense) to the extent that the prepayment will lead to, for 

example, a reduction in future payments or a cash refund; and

 as an expense, unless another Standard requires or permits the inclusion of the benefits in the 

cost of an asset.

The expected cost of compensated absences is recognised as an expense as the employees render 

services that increase their entitlement or, in the case of non-accumulating absences, when the 

absence occurs. The entity measures the expected cost of accumulating compensated absences as 

the additional amount that the entity expects to pay as a result of the unused entitlement that has 

accumulated at the reporting date.

The entity recognises the expected cost of bonus, incentive, and performance related payments when 

the entity has a present legal or constructive obligation to make such payments as a result of past 

events and a reliable estimate of the obligation can be made. A present obligation exists when the 

entity has no realistic alternative but to make the payments.
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1.13. Employee benefits Short-term employee benefits (continued)

Post-employment benefits

Post-employment benefits: Defined contribution plans

When an employee has rendered service to the entity during a reporting period, the entity recognises 

the contribution payable to a defined contribution plan in exchange for that service:

 as a liability (accrued expense), after deducting any contribution already paid. If the 

contribution already paid exceeds the contribution due for service before the reporting date, an 

entity recognises that excess as an asset (prepaid expense) to the extent that the prepayment 

will lead to, for example, a reduction in future payments or a cash refund; and

 as an expense, unless another Standard requires or permits the inclusion of the contribution in 

the cost of an asset.

Post-employment benefits: Defined benefit plans

The amount recognised as a defined benefit liability is the net total of the following amounts:

 the present value of the defined benefit obligation at the reporting date,

 minus the fair value at the reporting date of plan assets (if any) out of which the obligations are 

to be settled directly,

 plus any liability that may arise as a result of a minimum funding requirement

The entity recognises the net total of the following amounts in surplus or deficit:

 current service cost,

 interest cost,

 actuarial gains and losses,

Actuarial valuations are conducted on an annual basis by independent actuaries. The entity uses the 

Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 

related current service cost and, where applicable, past service cost.

Actuarial valuations are conducted on an annual basis by independent actuaries.
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1.14 Contingencies

Contingent assets and contingent liabilities are not recognised. Contingent liabilities are disclosed in 

the notes unless the possibility of an outflow of resources embodying economic benefits or service 

potential is remote. Contingent assets are disclosed where an inflow of economic benefits or service 

potential is probable. Contingencies are disclosed in note 27.

1.15 Commitments

Items are classified as commitments when an entity has committed itself to future transactions that will 

normally result in the outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a 

note to the financial statements, if both the following criteria are met:

 Contracts should be non-cancellable or only cancellable at significant cost (for example, 

contracts for computer or building maintenance services); and

 Contracts should relate to something other than the routine, steady, state business of the entity 

– therefore salary commitments relating to employment contracts or social security benefit 

commitments are excluded.

1.16. Revenue from exchange transactions Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade 

discounts and volume rebates.

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

 the entity has transferred to the purchaser the significant risks and rewards of ownership of the 

goods,

 the entity retains neither continuing managerial involvement to the degree usually associated 

with ownership nor effective control over the goods sold,
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1.16. Revenue from exchange transactions Measurement (continued)

 the amount of revenue can be measured reliably,

 it is probable that the economic benefits or service potential associated with the transaction will 

flow to the entity; and

 the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the outcome of a transaction involving the rendering of services can be estimated reliably, 

revenue associated with the transaction is recognised by reference to the stage of completion of the 

transaction at the reporting date. The outcome of a transaction can be estimated reliably when all the 

following conditions are satisfied:

 the amount of revenue can be measured reliably,

 it is probable that the economic benefits or service potential associated with the transaction will 

flow to the entity,

 the stage of completion of the transaction at the reporting date can be measured reliably; and

 the costs incurred for the transaction and the costs to complete the transaction can be 

measured reliably.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, 

revenue is recognised only to the extent of the expenses recognised that are recoverable.

Interest

Revenue arising from the use by others of entity assets yielding interest is recognised when:

 It is probable that the economic benefits or service potential associated with the transaction 

will flow to the entity, and

 The amount of the revenue can be measured reliably.

Interest is recognised using the effective interest rate method for financial instruments and using the 

nominal interest rate method for statutory receivables.
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1.17. Revenue from non-exchange transactions Government grants and subsidies

Recognition

Government grants are recognised when there is reasonable assurance that the grants will be 

received. The entity's grants received have restrictions rather than conditions. Consequently, the 

grants are recognised in revenue in full when they are received or when they become receivable, and 

thereafter any unutilised funds are held as restricted use funds until they are used.

Measurement

Revenue from a government grant is measured at the amount of the increase in net assets recognised 

by the entity.

Interest

Interest is recognised using the effective interest rate method for financial instruments and using the 

nominal interest rate method for statutory receivables.

1.18. Other income

Other income that is not already covered by another accounting policy relates to other entity income 

other than operating revenue. Other income are recognised as income when the right to receive has 

been established.

1.19. Cost of sales

When inventories are sold, the carrying amount of those inventories is recognised as an expense in 

the period in which the related revenue is recognised. The amount of any write-down of inventories to 

net realisable value and all surplus (deficit) of inventories are recognised as an expense in the period 

the write-down or loss occurs. The amount of any reversal of any write- down of inventories, arising 

from an increase in net realisable value, is recognised as a reduction in the amount of inventories 

recognised as an expense in the period in which the reversal occurs.
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1.19. Cost of sales (continued)

The related cost of providing services recognised as revenue in the current period is included in cost of 

sales.

Cost of sales comprise of costs of raw water, electricity, pumping and purification, direct labour, 

depreciation and repairs and maintenance associated with water production.

1.20. Investment income

Investment income is recognised on a time-proportion basis using the effective interest method.

1.21. Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation 

in the current year.

1.22. Expenses

Expenses are recognised in the statement of financial performance upon receiving of the goods or 

services (i.e., as incurred)

1.23. Fruitless and wasteful expenditure

The entity determines that fruitless and wasteful expenditure has been incurred when the following 

are present:

a) expenditure must be made in vain; and

b) would have been avoided had reasonable care been exercised.

Fruitless and wasteful expenditure is recorded in the notes to the financial statements when confirmed 

after its assessment. The amount recorded is equal to the value of fruitless and wasteful expenditure 

incurred and confirmed in the current financial year unless it is impractical to determine, in which case 

reasons are provided in the annual report. This relates to fruitless and wasteful expenditure incurred in 

the current financial year, with a one previous financial year comparative analysis.
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1.23 Fruitless and wasteful expenditure (continued)

Fruitless and wasteful expenditure for the previous financial year (comparative amounts) is disclosed 

in the period in which they occurred as follows:

a) fruitless and wasteful expenditure incurred and confirmed in the previous financial year,

b) fruitless and wasteful expenditure that was under assessment in the previous financial year 

and confirmed in the current financial year; and

c) fruitless and wasteful expenditure that was not discovered in the previous financial year and 

identified and confirmed in the current financial year.

Additional information relating to fruitless and wasteful expenditure under assessment, determination, 

investigations, narratives, and a process of dealing with the concerned fruitless and wasteful 

expenditure is recorded in the annual report of the entity as provided for in Chapter 8 of Annexure A to 

National Treasury Instruction Note 4 of 2022/23.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the 

statement of financial performance in the year that the expenditure was incurred. The expenditure is 

classified in accordance with the nature of the expense, and where recovered, it is subsequently 

accounted for as income in the statement of financial performance.

1.24. Irregular expenditure

The entity determines that irregular expenditure has occurred when the following are present:

a) expenditure was incurred in contravention of, or not in accordance with legislation; and

b) expenditure must have been recognised in the statement of financial performance or liability 

recognised in the statement of financial position (where expenditure is not reflected in the 

statement of financial performance). The earlier of an invoice or payment will trigger irregular 

expenditure for these transactions.

Irregular expenditure is recorded in the notes to the financial statements when confirmed after its 

assessment. The amount recorded is equal to the value of irregular expenditure incurred and 

confirmed in that current financial year unless it is impractical to determine, in which case reasons are 

provided in the annual report. This relates to irregular expenditure incurred in the current financial 

year, with a one financial year comparative analysis.
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1.24. Irregular expenditure (continued)

Irregular expenditure for the previous financial year (comparative amounts) i.e., disclosed in the 

period in which they occurred as follows:

a) irregular expenditure incurred and confirmed in the previous financial year,

b) irregular expenditure that was under assessment in the previous financial year and confirmed 

in the current financial year; and

c) irregular expenditure that was not discovered in the previous financial year and identified and 

confirmed in the current financial year.

d) irregular expenditure payments relating to multi-year contracts that was not condoned or 

removed.

Additional information relating to irregular expenditure under assessment, determination, 

investigation, narratives, and the process of dealing with the irregular expenditure is recorded in the 

annual report of the entity as provided for in Chapter 8 of Annexure A to National Treasury Instruction 

Note 4 of 2022/23.

1.25. Segment information Measurement

The segmented amounts are measured on the same measurement principles as those used in 

measuring the corresponding amounts in the entity's financial statements.

When management regularly reviews segment information for decision making purposes, all types of 

income that is allocated to a segment is reviewed as revenue without a need for a distinction between 

income that is revenue and that which is other.

1.26. Budget information

The approved budget is prepared on an accrual basis and presented by economic classification linked 

to performance outcome objectives.

The approved budget is for the Water Board and covers the fiscal period from 01/07/2022 to 

30/06/2023.
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1.26. Budget information (continued)

The annual financial statements and the budget are on the same basis of accounting therefore a 

comparison with the budgeted amounts for the reporting period have been included in the Statement 

of comparison of budget and actual amounts.

1.27. Related parties

The entity's related parties comprise of the following categories:

i. An entity with the ability to exercise control over the Water Board. The Department of Water 

and Sanitation exercises control over the entity.

ii. Members of key management. Management are those persons responsible for planning, 

directing, and controlling the activities of the entity, including those charged with the 

governance of the entity in accordance with legislation, in instances where they are required to 

perform such functions. The entity's Board and Executive Management constitutes key 

management.
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2. New standards and interpretations

2.1. Standards and interpretations issued, but not yet effective.

The entity has not applied the following standards and interpretations, which have been published and 

are mandatory for the entity's accounting periods beginning on or after 01 July 2023 or later periods:

GRAP 25 (as revised): Employee Benefits 

Background

The Board issued the Standard of GRAP on Employee Benefits (GRAP 25) in November 2009. 

GRAP 25 was based on the International Public Sector Accounting Standard on Employee Benefits 

(IPSAS 25) effective at that time. However, GRAP 25 was modified in some respects where the Board 

decided the requirements of the International Accounting Standard on Employee Benefits (IAS 19) 

were more appropriate. Specifically, the Board:

 Eliminated the corridor method and required recognition of actuarial gains and losses in full in 

the year that they arise.

 Required the recognition of past service costs in the year that a plan is amended, rather than 

on the basis of whether they are vested or unvested.

Since 2009, the International Accounting Standards Board® has made several changes to IAS 19, 

including changes to the recognition of certain benefits, and where these changes are recognised. 

The IPSASB made similar changes to its standard and as a result of the extent of changes, issued 

IPSAS 39 on Employee Benefits to replace IPSAS 25 in 2016.

When the Board consulted locally on the proposed amendments to IPSAS 25 in 2016, stakeholders 

welcomed the amendments to align IPSAS 25 to IAS 19 and supported the changes that resulted in 

IPSAS 39.

In developing GRAP 25, the Board agreed to include the guidance from the IFRS Interpretation on 

IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements, and their Interaction 

(IFRIC 14) partly in GRAP 25 and partly in the Interpretation of the Standards of GRAP on The Limit 

on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (IGRAP 7).
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2. New standards and interpretations (continued)

Key amendments to GRAP 25

The Board agreed to align GRAP 25 with IPSAS 39, but that local issues and the local environment 

need to be considered. As a result of this decision, there are areas where GRAP 25 departs from the 

requirements of IPSAS 39. The Board's decisions to depart are explained in the basis for conclusions.

The amendments to GRAP 25 are extensive and mostly affect the accounting for defined benefit 

plans. A new renumbered Standard of GRAP (e.g., GRAP 39) will not be issued, but rather a new 

version of the current GRAP 25.

The revisions are effective for accounting periods beginning on or after 01 April 2023.

It is unlikely that the revisions will have a material impact on the entity's annual financial statements.

Guideline: Guideline on the Application of Materiality to Financial Statements

The objective of this guideline: The objective of this Guideline is to provide guidance that will assist 

entities to apply the concept of materiality when preparing financial statements in accordance with 

Standards of GRAP. The Guideline aims to assist entities in achieving the overall financial reporting 

objective. The Guideline outlines a process that may be considered by entities when applying 

materiality to the preparation of financial statements. The process was developed based on concepts 

outlined in Discussion Paper 9 on Materiality – Reducing Complexity and Improving Reporting, while 

also clarifying existing principles from the Conceptual Framework for General Purpose Financial 

Reporting and other relevant Standards of GRAP. The Guideline includes examples and case studies 

to illustrate how an entity may apply the principles in the Guideline, based on specific facts presented.

ANNUAL REPORT  2022 - 2023 

140



2. New standards and interpretations (continued)

It covers: Definition and characteristics of materiality, Role of materiality in the financial statements, 

identifying the users of financial statements and their information needs, assessing whether 

information is material, applying materiality in preparing the financial statements, and Appendixes with 

References to the Conceptual Framework for General Purpose Financial Reporting and the 

Standards of GRAP & References to pronouncements used in the Guideline.

The guideline is encouraged to be used by entities.

It is unlikely that the guidelines will have a material impact on the entity's annual financial 

statements.

GRAP 104 (as revised): Financial Instruments

Following the global financial crisis, a number of concerns were raised about the accounting for 

financial instruments. This included that (a) information on credit losses and defaults on financial 

assets was received too late to enable proper decision-making, (b) using fair value in certain instances 

was inappropriate, and (c) some of the existing accounting requirements were seen as too rules 

based. As a result, the International Accounting Standards Board® amended its existing Standards to 

deal with these issues. The IASB issued IFRS Standard on Financial Instruments (IFRS 9) in 2009 to 

address many of the concerns raised. Revisions were also made to IAS on Financial Instruments: 

Presentation and the IFRS Standard on Financial Instruments: Disclosures. The IPSASB issued 

revised International Public Sector Accounting Standards in June 2018 to align them with the 

equivalent IFRS Standards.

The revisions better align the Standards of GRAP with recent international developments. The 

amendments result in better information available to make decisions about financial assets and their 

recoverability, and more transparent information on financial liabilities.

The most significant changes to the Standard affect:

 Financial guarantee contracts issued.

 Loan commitments issued.

 Classification of financial assets.

 Amortised cost of financial assets.
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2. New standards and interpretations (continued)

 Impairment of financial assets

 Disclosures

The revised standard is effective for accounting periods beginning on or after 01 April 2025.

It is unlikely that the standard will have a material impact on the entity's annual financial statements.

iGRAP 21: The Effect of Past Decisions on Materiality 

Background

The Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors (GRAP 

3) applies to the selection of accounting policies. Entities apply the accounting policies set out in the 

Standards of GRAP, except when the effect of applying them is immaterial. This means that entities 

could apply alternative accounting treatments to immaterial items, transactions, or events (hereafter 

called “items”).

The Board received questions from entities asking whether past decisions to not apply the Standards 

of GRAP to immaterial items effect future reporting periods. Entities observed that when they applied 

alternative accounting treatments to items in previous reporting periods, they kept historical records 

on an ongoing basis of the affected items. This was done so that they could assess whether applying 

these alternative treatments meant that the financial statements became materially “misstated” over 

time. If the effect was considered material, retrospective adjustments were often made.

This Interpretation explains the nature of past materiality decisions and their potential effect on current 

and subsequent reporting periods.

iGRAP 21 addresses the following two issues:

 Do past decisions about materiality affect subsequent reporting periods?

 Is applying an alternative accounting treatment a departure from the Standards of GRAP or an 

error?
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2. New standards and interpretations (continued)

The effective date of this interpretation is accounting periods beginning on or after 01 April 2023.

It is unlikely that the interpretation will have a material impact on the entity's annual financial 

statements.

GRAP 2020: Improvements to the standards of GRAP 2020

Every three years, the Accounting Standards Board undertakes periodic revisions of the Standards of 

GRAP, in line with best practice internationally among standard setters.

Improvements to Standards of GRAP are aimed at aligning the Standards of GRAP with international 

best practice, to maintain the quality and to improve the relevance of the Standards of GRAP.

Amendments include,

GRAP 5 – Borrowing Costs

 For general borrowings, borrowing costs eligible for capitalisation determined by applying a 

capitalisation rate.

- Clarify that borrowings made specifically for purposes of obtaining a qualifying asset are 

excluded until substantially all the activities necessary to prepare asset for intended use or 

sale are complete.

GRAP 13 – Leases

 Operating leases & Sale and leaseback transactions are currently assessed for impairment in 

accordance with GRAP 26

 Clarify that these arrangements may also be assessed in accordance with GRAP 21

GRAP 16 – Investment Property

 Clarify that GRAP 21 may be applied to assess investment property for impairment.

 Include heading “Classification of property as investment property” (par 6 and 7) & delete 

existing headings.
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2. New standards and interpretations (continued)

 Investment property under construction (within scope of GRAP 16)

- Added heading “Guidance on initially measuring self-constructed investment property 

at fair value”.

- Added clarification that investment property is measured at fair value at earliest of:

o completion of construction or development; or

o when fair value becomes reliably measurable

 Clarify requirements on transfers to and from Investment property.

- Change in use involves an assessment on whether:

o property meets, or ceases to meet definition of investment property and

o evidence exists that a change in use has occurred.

- List of examples of a change in use is regarded as non-exhaustive.

GRAP 17 – Property, Plant and Equipment

 Delete example indicating that quarries and land used for landfill may be depreciated in certain 

instances.

- Land has an unlimited useful life and cannot be consumed through its use.

GRAP 20 – Related Party Disclosures

 Clarify that entity, or any member of a group of which it is part, providing management services 

to reporting entity (or controlling entity of reporting entity) is a related party.

- Disclose amounts incurred by the entity for the provision of management services that 

are provided by a separate management entity.

- If an entity obtains management services from another entity (“the management 

entity”) the entity is not required to apply the requirements in paragraph .35 to the 

remuneration paid or payable by the management entity to the management entity's 

employees or those charged with governance of the entity in accordance with 

legislation, in instances where they are required to perform such functions.

- Management services are services where employees of management entity perform 

functions as “management” as defined.
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2. New standards and interpretations (continued)

GRAP 24 – Presentation of Budget Information in Financial Statements

 Terminology amended.

- Primary financial statements amended to “financial statements” or “face of the financial 

statements”.

GRAP 31 – Intangible Assets

 Extend requirement to consider whether reassessing useful life of intangible asset as finite 

rather as indefinite indicates that asset may be impaired.

- Both under cost model or revaluation model

GRAP 32 – Service Concession Arrangements: Grantor

 Clarify disclosure requirement for service concession assets.

- Disclose carrying amount of each material service concession asset recognised at the 

reporting date.

GRAP 37 – Joint Arrangements

 Application guidance clarified.

- When party obtains joint control in a joint operation where activity of joint operation 

constitutes a function (GRAP 105 or GRAP 106), previous held interest in joint 

operation is not remeasured.

GRAP 106 – Transfer of Functions Between Entities Not Under Common Control

 When party obtains control of joint operation and entity had rights to assets, or obligations to 

liabilities before acquisition date, it comprises an acquisition received in stages.

- Apply the requirements for an acquisition achieved in stages, including remeasuring 

previously held interest in joint operation.

Directive 7 – The Application of Deemed Cost

 Clarify that bearer plants within scope of Directive The effective date of these improvements is 

01 April 2023.
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2. New standards and interpretations (continued)

The entity expects to adopt the improvements for the first time in the 2022/2023 annual financial 

statements.

It is unlikely that the applicable improvements will have a material impact on the entity's annual 

financial statements. The listed improvements to GRAP 5, 16, 32, 37, 106 and Directive 7 are 

currently not relevant to the entity's financial statements.

GRAP 1 (amended): Presentation of Financial Statements

Amendments to this Standard of GRAP, are primarily drawn from the IASB's Amendments to IAS 1. 

Summary of amendments are:

Materiality and aggregation

The amendments clarify that:

 information should not be obscured by aggregating or by providing immaterial information,

 materiality considerations apply to all parts of the financial statements; and

 even when a Standard of GRAP requires a specific disclosure, materiality considerations 

apply.

Statement of financial position and statement of financial performance

The amendments clarify that the list of line items to be presented in these statements can be 

disaggregated and aggregated as relevant and additional guidance on subtotals in these statements.

Notes structure

The amendments add examples of possible ways of ordering the notes to clarify that understandability 

and comparability should be considered when determining the order of the notes and to demonstrate 

that the notes need not be presented in the order listed in GRAP 1.
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2. New standards and interpretations (continued)

Disclosure of accounting policies

Remove guidance and examples with regards to the identification of significant accounting policies 

that were perceived as being potentially unhelpful.

An entity applies judgement based on past experience and current facts and circumstances. Going 

concern amendments

The amendments related to the assessment of going concern and the required disclosures.

The effective date of these amendments is accounting periods beginning on or after 01 April 2023. 

The effective date for the going concern amendments has not yet been determined by the Minister.

It is unlikely that the amendment will have a material impact on the entity's annual financial 

statements.

2.2 Standards and interpretations not yet effective or relevant

The following standards and interpretations have been published and are mandatory for the entity's 

accounting periods beginning on or after 01 July 2023 or later periods but are not relevant to its 

operations:

iGRAP 7 (as revised): Limit on defined benefit asset, minimum funding requirements and their 

interaction 

Background

The Board issued the Standard of GRAP on Employee Benefits (GRAP 25) in November 2009. 

GRAP 25 was based on the International Public Sector Accounting Standard on Employee Benefits 

(IPSAS 25) effective at that time. 
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2. New standards and interpretations (continued)

However, GRAP 25 was modified in some respects where the Board decided the requirements of the 

International Accounting Standard on Employee Benefits (IAS 19) were more appropriate. 

Specifically, the Board:

 Eliminated the corridor method and required recognition of actuarial gains and losses in full in 

the year that they arise.

 Required the recognition of past service costs in the year that a plan is amended, rather than 

on the basis of whether they are vested or unvested.

Since 2009, the International Accounting Standards Board has made several changes to IAS 19, 

including changes to the recognition of certain benefits, and where these changes are recognised. 

The IPSASB made similar changes to its standard and as a result of the extent of changes, issued 

IPSAS 39 on Employee Benefits to replace IPSAS 25 in 2016.

When the Board consulted locally on the proposed amendments to IPSAS 25 in 2016, stakeholders 

welcomed the amendments to align IPSAS 25 to IAS 19 and supported the changes that resulted in 

IPSAS 39.

In developing GRAP 25, the Board agreed to include the guidance from the IFRS Interpretation on 

IAS 19 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements, and their Interaction 

(IFRIC 14) partly in GRAP 25 and partly in the Interpretation of the Standards of GRAP on The Limit 

on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction (IGRAP 7).

The effective date of these revisions is accounting periods beginning on or after 01 April 2023.

The entity does not envisage the adoption of the revisions until such time as they become applicable to 

the entity's operations.

It is unlikely that the revisions will have a material impact on the entity's annual financial statements.
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

 Figures in Rand thousand 

3.        Property, plant, and equipment 

  2023   2022  

COST / 

VALUATION 

ACCUMULATED 

DEPRECIATION 

AND 

ACCUMULATED 

IMPAIRMENT 

CARRYING 

VALUE 

COST / 

VALUATION 

ACCUMULATED 

DEPRECIATION 

AND 

ACCUMULATED 

IMPAIRMENT 

CARRYING 

VALUE 

Land 27 661 - 27 661 26 831 - 26 831 

Buildings 280 923 (163 045) 117 878 258 211 (153 608) 104 603 

Machinery and equipment 753 723 (414 183) 339 540 673 360 (373 859) 299 501 

Furniture and fixtures 12 513 (10 498) 2 015 12 017 (10 224) 1 793 

Motor vehicles 41 182 (34 007) 7 175 41 435 (33 764) 7 671 

Computer Hardware 7 238 (5 367) 1 871 7 107 (5 367) 1 740 

Assets Under Construction 377 741 - 377 741 352 745 - 352 745 

Telemetry 10 208 (5 898) 4 310 10 140 (5 290) 4 850 

Finance lease 2 137 (390) 1 747 - - - 

Water network 3 559 112 (1 189 497) 2 369 615 2 918 419 (1 114 718) 1 803 701 

Total 5 072 438 (1 822 885) 3 249 553 4 300 265 (1 696 830) 2 603 435 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 
Figures in Rand thousand 

3. Property, plant, and equipment (continued) 

 

Reconciliation of property, plant, and equipment - 2023 

 
OPENING 

BALANCE 
ADDITIONS DISPOSALS TRANSFERS 

ACQUISITION 

THROUGH 

TRANSFER 
DEPRECIATION 

IMPAIRMENT 
LOSS 

TOTAL 

Land 26 831 - - - 830 - - 27 661 
Buildings 104 603 - - 1 303 21 408 (9 420) (16) 117 878 
Machinery and Equipment 299 501 5 606 (279) 17 244 60 220 (41 657) (1 095) 339 540 
Furniture and fittings 1 793 481 (10) - 195 (436) (8) 2 015 
Motor vehicles 7 671 2 066 (8) - - (2 477) (77) 7 175 
Computer Hardware 1 740 725 (15) - 1 (579) (1) 1 871 
Assets under construction 352 745 56 004 - (31 008) - - - 377 741 
Telemetry 4 850 - - - 96 (617) (19) 4 310 
Finance lease - 2 137 - - - (390) - 1 747 
Water network 1 803 701 - - 12 461 628 234 (74 502) (279) 2 369 615 

 2 603 435 67 019 (312) - 710 984 (130 078) (1 495) 3 249 553 

 
Reconciliation of property, plant, and equipment - 2022 

        

  
OPENING 

BALANCE 
ADDITIONS DISPOSALS TRANSFERS DEPRECIATION 

IMPAIRMENT 

LOSS 
TOTAL 

Land  26 831 - - - - - 26 831 
Buildings  112 853 - - 1 385 (9 351) (284) 104 603 
Machinery and equipment  335 762 3 610 (66) 1 623 (40 562) (866) 299 501 
Furniture and fittings  2 139 271 (1) 14 (525) (105) 1 793 
Motor vehicles  9 324 1 396 (288) - (2 761) - 7 671 
Computer Hardware  2 332 35 (2) - (616) (9) 1 740 
Assets Under Construction  281 968 74 926 - (4 149) - - 352 745 
Telemetry  5 484 26 - - (660) - 4 850 
Water network  1 864 998 - - 1 127 (62 415) (9) 1 803 701 

  2 641 691 80 264 (357) - (116 890) (1 273) 2 603 435 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

Figures in Rand thousand                                                                                                 2023 2022 

3. Property, plant, and equipment (continued) 

 

Other information 

Assets under investigation 

Buildings 

 

- 

 

8 

Furniture and fittings 143 30 

Computer Hardware 134 9 

Machinery and equipment 3 334 2 285 

Motor vehicles 59 71 

Software - 69 

Telemetry 151 171 

Water network 20 21 

 3 841 2 664 

 

Property, plant, and equipment in the process of being constructed or developed 

  

 

Carrying value of property, plant and equipment that is taking a significantly longer period 

of time to complete than expected 

  

Sludge lagoon: Phalaborwa 25 222 23 381 

Poor performance by the constructor Upgrade of Flag Boshielo 99 313 96 827 

Poor performance by the constructor   

 124 535 120 208 

 

Carrying value of property, plant, and equipment where construction or development has 

been halted either during the current or previous reporting period(s) 

  

LNW 45/12/13 Upgrade of Politsi water treatment works 12 083 12 083 

There is a dispute on water use licence between LNW and Tzaneen Irrigation Board   

LNW 33/15/16 Politsi main pipeline installation 

Pipes were delivered on site. There is a dispute on the water use licence between LNW 

and Tzaneen Irrigation Board 

No impairment losses have been recognised in relation to the project LNW 33/15/16 

Supply and delivery of pipes for Politsi 

5 407 

 

 

 

8 787 

5 407 

 

 

 

8 787 

Pipes were delivered on site. There is a dispute on water use licence between LNW and 

Tzaneen Irrigation Board 

No impairment losses have been recognised in relation to the project LNW 04/15/16 

Tzaneen Irrigation Board 

 

 

 

459 

 

 

 

459 

Pipes were delivered on site. There is a dispute on water use licence between LNW and 

Tzaneen Irrigation Board] 

No impairment losses have been recognised in relation to the project 

  

 26 736 26 736 

 

Cumulative expenditure recognised in the carrying value of property, plant and equipment 

  

Reconciliation of Work-in-Progress 2023   

 

 
INCLUDED WITHIN 

INFRASTRUCTURE 
TOTAL 

Opening balance 352 745 352 745 
Additions/capital expenditure 56 004 56 004 
Transferred to completed items (31 008) (31 008) 

 377 741 377 741 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

Figures in Rand thousand                                                                                                 2023 2022 

3. Property, plant, and equipment (continued) 

 

Reconciliation of Work-in-Progress 2022 

 
Included within 

Infrastructure 
Total 

Opening balance 281 968 281 968 

Additions/capital expenditure 74 926 74 926 

Transferred to completed items (4 149) (4 149) 

 352 745 352 745 

 

Expenditure incurred to repair and maintain property, plant, and equipment 

  

Expenditure incurred to repair and maintain property, plant and equipment 

included in Statement of Financial Performance 

Repairs and maintenance 

 

 

38 069 

 

 

37 777 

 

Land appointed in terms of legislation which entity controls without legal ownership or 

custodianship. 

 

In some instances, the entity is not the legal owner, or the custodian of land appointed in terms 

of legislation but assessed that it controls such land. Key judgements made and assumptions 

applied to conclude that it controls such land, are disclosed in Note 1.4. 

 

4. Intangible assets 

 

  2023   2022 

 

COST / 

VALUATION 

ACCUMULATED 

AMORTISATION AND 

ACCUMULATED 

IMPAIRMENT 

CARRYING 

VALUE 

COST/ 

VALUATION 

ACCUMULATED 

AMORTISATION 

AND 

ACCUMULATED 

IMPAIRMENT 

CARRYING 

VALUE 

Software 8 499 (8 442) 57 8 499 (8 261) 238 

Servitudes 781 - 781 781 - 781 

Total 9 280 (8 442) 838 9 280 (8 261) 1 019 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

Figures in Rand thousand                                                                                                 2023 2022 

4. Intangible assets (continued) 

 

Reconciliation of intangible assets - 2023 

 OPENING BALANCE AMORTISATION TOTAL 

Software 238 (181) 57 

Servitudes 781 - 781 

 1 019 (181) 838 

 

Reconciliation of intangible assets - 2022 

   

 OPENING BALANCE AMORTISATION TOTAL 

Software 428 (190) 238 

Servitudes 781 - 781 

 1 209 (190) 019 

 

Other information 

 

Intangible assets with indefinite lives: 

Servitudes 781 781 

 

In determining the useful life of servitudes as indefinite, the entity considered the fact that there 

is no foreseeable limit to the period over which the rights represent service potential given that 

the primary activity of the entity is the provision of bulk water services, a basic service which is 

expected to continue in perpetuity. 

 

5. Other financial assets 

Designated at fair value. 
Unit trusts 

 
- 

 
63 790 

Non-current assets 
Designated at fair value 

 
- 

 
63 790 

 

6. Payables from exchange transactions 

Trade payables 479 413 504 051 

Payments received in advance - contract in process 12 844 25 703 

Other payables 5 544 2 383 

Retention 176 833 166 896 

Customer - Deposits received 290 290 

Receivables with credit balances 19 156 18 366 

 694 080 717 689 

Other non-financial liabilities included in payables from exchange transactions above are as 

follows: 

  

SARS - Employee tax liabilities (PAYE, UIF, SDL) 4 637 2 158 

 689 443 715 531 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

Figures in Rand thousand                                                                                                 2023 2022 

7. Post-retirement employee benefits 

 

Defined benefit plan 

 

Post retirement medical aid plan 

 

The Entity offers in-service and retired members the opportunity of belonging to one of several 

medical schemes, most of which offer a range of options pertaining to levels of cover. Upon 

retirement, an employee may continue membership of the medical scheme. In-service members 

will receive a post-retirement subsidy of 70% of the contribution’s payable should they be a 

member of a medical scheme at retirement. All continuation members and their eligible 

dependants receive a 70% subsidy of the contributions payable. Upon a member’s death-in-

service or death-after-service the surviving dependants will continue to receive the same 

subsidy. 

 

The amounts recognised in the statement of financial position are as follows: 

 

Carrying value 

Present value of the defined benefit obligation-wholly unfunded (94 517) (97 671) 

 

statement of financial position and related note. The line item has now been renamed to post-

retirement employee benefits to be precise and relevant as this description pinpoints the nature 

of the obligation. 

 

Changes in the present value of the defined benefit obligation are as follows: 

Opening balance 97 671 87 430 

Benefits paid (2 855) (1 838) 

Net expense recognised in the statement of financial performance (299) 12 079 

 94 517 97 671 

 

The contributions (benefits) expected to be paid during the annual period beginning after the 

reporting date amounts to R3.171 million (2022: R2.572 million). 
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Lepelle Northern Water 
Financial Statements for the year ended 30 June 2023 
 

Notes to the Annual Financial Statements 

Figures in Rand thousand                                                                                                 2023 2022 

7. Post-retirement employee benefits (continued) 

 

Net expense recognised in the statement of financial performance. 

  

Current service cost 2 693 3 299 

Interest cost 12 770 10 707 

Actuarial (gains) losses (15 762) (1 927) 

 (299) 12 079 

 

The above net expense recognised in the statement of financial performance consists of current 

service cost included under the employee cost line, interest cost included under the finance cost 

line and actuarial gains included under the actuarial gains/ losses line in the statement of 

financial performance. 

 

Calculation of actuarial gains and losses 

Actuarial (gains) losses – Obligation (15 762) (1 927) 

 

Key assumptions used. 

Assumptions used at the reporting date:   

Discount rates used 14.23 % 13.08 % 

Medical cost trend rates 10.18 % 10.09 % 

Expected increase in healthcare costs 8.68 % 8.59 % 

Real rate GAP 3.68 % 2.72 % 

 

The basis on which the discount rate has been determined is by taking the average yields from 

zero-coupon SA Government bond curve over a 15 to 20-year term which is consistent with the 

duration considered. The recommended discount rate as at 30 June 2023 is 14.23%. The source 

is the Johannesburg Stock Exchange through IReSS data service. The previous valuation had 

a discount rate of 13.08% 

 

The future inflation assumption was estimated by comparing the yields on nominal bonds to the 

yields on real bonds on the yield curve for bonds with a duration of between 15 and 20 years. 

The implied inflation assumption is therefore 8.68% per annum. The source is the Johannesburg 

Stock Exchange through Inet BFA data service. The inflation assumption used for the previous 

valuation was 8.59%. 
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Financial Statements for the year ended 30 June 2023 
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7. Post-retirement employee benefits (continued) 

 

Other assumptions 

 

Assumed healthcare cost trends rates have a significant effect on the amounts recognised in 

surplus or deficit. A one percentage point change in assumed healthcare cost trends rates would 

have the following effects: 

 

    One 

percentage 

point 

increase 

One 

percentage 

point 

decrease 

Effect on the aggregate of the service cost and interest cost    19 863 14 759 

Effect on defined benefit obligation    (108 612) (82 871) 

Amounts for the current and previous four years are as 

follows: 

     

 2023 2022 2021 2020 2019 

 '000 '000 '000 '000 '000 

Defined benefit obligation  (94 517) (97 671) (87 430) (73 636) (80 041) 

 

Defined contribution plan 

 

It is the policy of the entity to provide retirement benefits to all its employees. A number of defined 

contribution provident funds, all of which are subject to the Pensions Fund Act exist for this 

purpose. 

 

The entity is under no obligation to cover any unfunded benefits. 

The amount recognised as an expense for defined contribution plans is 14 318 15 076 

 

8. Short-term employee benefits 

 

13th Cheque 4 873 4 805 

Leave 23 966 39 022 

Performance bonus 20 013 10 092 

 48 852 53 919 

 

Short-term employee benefits were in the previous year described as provisions in the statement 

of financial position and related notes. The line item has now been renamed to short-term 

employee benefits to be more precise and relevant as this description pinpoints the nature of 

these provisions to be employee benefit related. 
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9. Inventories 

 

Chemicals 1 477 972 

Water inventory: Work in progress 38 298 40 892 

Assurance inventory 1 365 1 421 

Maintenance inventory 1 686 3 224 

Water inventory: Clean water 189 777 100 626 

 232 603 147 135 

 

Cost of sales represent the inventories recognised as an expense during the year and have 

been disclosed under note 16. 

 

10. Receivables from exchange transactions 

 

Trade debtors 408 338 481 891 

Employee loans 4 798 3 995 

Trade debtors - long term 253 120 - 

Sundry debtors 11 884 7 470 

DWS Projects 335 700 364 505 

Plant claims 394 424 396 762 

Provision for impairment (375 289) (265 481) 

 1 032 975 989 142 

 

Non-current assets 

 

116 909 

 

- 

Current assets 916 066 989 142 

 1 032 975 989 142 

 

Other non-financial asset receivables included in receivables from exchange 

transactions above are as follows: 

Prepayments 6 175 2 041 

Financial asset receivables included in receivables from exchange transactions 

above 1 026 800 987 101 

 

Total receivables from exchange transactions 

 

1 032 975 

 

989 142 

 

Trade and other receivables impaired 

 

As of 30 June 2023, trade and other receivables measured at amortised cost with a gross 

carrying amount R1.4 billion R2022: R1.2 billion) were assessed for impairment. 

 

The amount of the provision for impairment was R375.5 million as of 30 June 2023 (2022: 

R265.5 million). 
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10. Receivables from exchange transactions (continued) 

 

Below is an analysis of financial instruments that were individually assessed for impairment as 

at the end of the reporting period. The amount of the impairment loss is included in the total 

impairment provision. In determining that these individual receivables are impaired, the entity 

considered the following factors: 

(i) evidence of customer liquidation/sequestration 

(ii) history of customer handover to debt collectors 

(iii) evidence of formal arrangements for arrear debt 

(iv) customer payment history 

 

Trade Debtors 557 841 392 412 

Plant claims 394 424 396 762 

DWS Projects 333 824 364 645 

 

Reconciliation of provision for impairment of trade and other receivables 

Opening balance 265 481 277 166 

Provision for impairment 111  781 (11 685) 

Amounts written off as uncollectible (1 973) - 

 375 289 265 481 

 

The non-current portion of trade and other receivables comprise of the carrying amount of a 

trade debtor that has a payment arrangement to settle their long outstanding debt for a period 

that extends beyond twelve months. The entity does not expect to realise this carrying amount 

within twelve months after the reporting date because of these renegotiated payment terms with 

the debtor. The amount represents financial assets that would otherwise be past due whose 

terms have been renegotiated. 

 

The current year movement in the provision for impaired receivables has been included in 

operating expenses in surplus or deficit (note 19). Amounts charged to the allowance account 

are generally written off when there is no expectation of recovering additional cash. 

 

The entity does not have trade and other receivables that are past due but not impaired. 

 

The entity does not hold any collateral as security and did not pledge the receivables as 

collateral for any liability or contingent liability. 
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11. VAT receivable 

 

VAT 57 861 58 695 

 

Details relating to how the VAT Statutory transactions arise, the determination of transactions 

amounts, and other interest charged have been provided in the accounting policy note 1.8. 

 

The VAT Statutory debt involves one counterparty (SARS) and is individually assessed for 

impairment at year-end. No objective evidence that the statutory receivable is impaired was 

identified and consequently, no impairment provision was recognised in the current and prior 

years. The following factors were considered in assessing the balance for impairment: 

 

(a) The debtor is not going through significant financial difficulty. No evidence exists that the 

debtor is going through debt counselling, business rescue, or an equivalent process and the 

history of dealing with the debtor has not shown any evidence of financial difficulty. 

 

(b) There is no evidence that the debtor will enter sequestration, liquidation, or other financial 

re-organization. Furthermore, the probability of this happening is remote because SARS is 

the nation’s tax collecting authority, established in terms of the South African Revenue 

Service Act (Act 34 of 1997) for administering the South African tax system. 

 

(c) The debtor has history of processing all refunds after processing all verifications and audits 

(where applicable). There is no evidence of breach, and the balance is not considered past 

due. 

 

12. Cash and cash equivalents 

 

Cash and cash equivalents consist of:   

Cash on hand 785 491 

Bank balances 16 860 56 393 

Short-term deposits 614 118 127 992 

 631 763 184 876 

 

Included in cash and cash equivalents are restricted use funds amounting to R234.087 million 

(2022: R0). The funds are ring-fenced for utilisation on Regional Bulk Infrastructure projects. 
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12. Cash and cash equivalents (continued) 

 

Credit quality of cash at bank and short-term deposits, excluding cash on hand 

 

The credit quality of cash at bank and short-term deposits can be assessed by reference to 

external credit ratings when available or historical information about counterparty default rates. 

The balances are held at South African banks that have good credit ratings and no history of 

default in their dealings with the entity. There is no objective evidence that cash and cash 

equivalents are impaired at the reporting date. 

 

13. Accumulated surplus 

 

Ring-fenced funds within accumulated surplus - 2023 

 

 Restricted-use 

government grant 

funds 

 

Transfers received during the year 422 000 - 

Applied to recoup prior year own spending on ring-fenced projects (137 144) - 

Capital grants spending on ring-fenced projects in the current year (50 769) - 

 234 087 - 

 

14. Finance lease obligation 

 

Minimum lease payments due 

- within one year 

 

1 153 

 

- 

- in second to fifth year inclusive 1 009 - 

 2 162 - 

less: future finance charges (317) - 

Present value of minimum lease payments 1 845 - 

 

Present value of minimum lease payments due 

- within one year 

 

 

916 

 

 

- 

- in second to fifth year inclusive 929 - 

 1 845 - 

 

Non-current liabilities 

 

929 

 

- 

Current liabilities 916 - 

 1 845 - 

 

As disclosed under note 3 the entity leased printing machinery on a finance lease agreement. 
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14. Finance lease obligation (continued) 

 

The average lease term is 3 to 5 years at an effective borrowing rate of 17%. The current finance 

lease will end on the 31 May 2025. 

 

Interest rates are linked to prime at the contract date. All leases have fixed repayments and 

including the contingent rent of R 99, included in operating expenses, refer to note 19. 

 

The entity's obligations under finance leases are secured by the lessor's charge over the leased 

assets. Refer note 3. 

 

15. Revenue 

 

Water sales - Portable 709 124 614 244 

Water sales - Industrial 71 683 75 411 

Government grants & subsidies 422 000 - 

Transfer of assets to LNW 710 984 - 

 1 913 791 689 655 

 

The amount included in revenue arising from exchanges of goods or services are as 

follows: 

Water sales - Potable 709 124 614 244 

Water sales - Industrial 71 683 75 411 

 780 807 689 655 

 

The amount included in revenue arising from non-exchange transactions is as follows: 

Transfer revenue 

Government grants & subsidies 

 

422 000 

 

- 

Transfer of assets to LNW 710 984 - 

 1 132 984 - 
 

16. Cost of sales 
 

Sale of goods   

Raw water 69 630 63 605 

Electricity 141 993 130 368 

Pumping and purification 8 550 9 633 

Depreciation 34 988 30 765 

Repairs and maintenance 7 545 5 506 

Direct labour 84 777 82 197 

 347 483 322 074 
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17. Other income 

 

Administration and management fees received 22 220 22 245 

Section 30 Income 20 751 37 803 

Debt forgiveness 2 711 2 110 

Rental income 1 293 1 122 

Debt impairment recovered - 9 916 

Reversal of provision 15 452 10 099 

Interest received - water sales 37 007 22 739 

Sundry income 911 450 

 100 345 106 484 

 

18. Investment revenue 

 

Interest revenue   

Bank 38 362 8 808 

 

The amount included in Investment revenue arising from exchange transactions amounted to 

R26.603 million (2022: R8.808 million). 
 

The amount included in Investment revenue arising from non-exchange transactions amounted 

to R11.759 million (2022: R0). 
 

19. Operating expenses 
 

Auditors’ remuneration 5 223 4 207 

Bank charges 247 332 

Board Members Remuneration 6 222 6 389 

Consulting and professional fees 13 063 16 662 

Debt impairment 95 288 - 

Depreciation, amortisation, and impairments 84 158 78 533 

Employee costs 190 491 169 872 

Fines and penalties - 447 

Fuel and oil 10 752 6 687 

Insurance 3 893 2 889 

IT expenses 8 647 5 012 

Lease rentals on operating lease 720 913 

Other operating expenses 9 162 9 564 

Protective clothing 2 156 279 

Repairs and maintenance 38 878 37 777 

Safety & Security 13 794 12 247 

Staff welfare 118 - 

Water losses 33 670 23 172 

Telephone 897 1 398 

Training 2 915 2 023 

Travel 1 548 1 143 

 521 842 379 546 
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20. Employee related costs 

 

Basic 91 229 87 274 

Performance bonus provision 20 013 37 

Medical aid - company contributions 12 306 12 752 

UIF 490 508 

Other payroll levies 60 87 

Leave pay provision charge 5 638 9 118 

Allowances 12 567 13 114 

Defined contribution plans 14 318 15 076 

Travel, motor car, accommodation, subsistence, and other allowances 5 843 4 139 

Overtime payments 5 946 4 955 

13th Cheques 5 581 6 002 

Car allowance 13 678 13 348 

Long-term benefits - incentive scheme 2 822 3 462 

 190 491 169 872 

 

21. Depreciation, amortisation, and impairment 

 

Cost of sales 34 988 30 765 

Operating expense 84 158 78 533 

Capitalized water inventory 12 588 9 055 

 131 734 118 353 

 

22. Impairment loss 

 

Impairments   

Property, plant, and equipment 1 476 1 272 

 

23. Finance costs 
 

Retirement benefit interest 12 770 10 707 

Other interest paid 7 57 

Finance leases 334 5 

 13 111 10 769 

 

24. Cash generated from operations. 
 

Surplus 1 186 246 93 782 

Adjustments for:   

Depreciation, Impairment, and amortisation 119 146 109 298 

Gain or loss on disposal of property, plant, and equipment 153 92 

Fair value adjustments (575) 611 

Finance costs - - 

Debt impairment 95 288 (9 916) 

Movements in retirement benefit liabilities (3 154) 10 241 

Movements in short-term employee benefits (5 067) (4 120) 
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24. Cash generated from operations (continued) 

 

Debt forgiveness (2 711) (2 110) 

Non-cash item transfer of assets (710 984) - 

Funds received from shareholder (422 000) - 

Other non-cash items 494 584 

   

Changes in working capital: 

Inventories 

 

(73 646) 

 

(59 424) 

Receivables from exchange transactions (153 641) (41 587) 

Payables from exchange transactions (20 898) 49 695 

VAT 17 301 (9 335) 

 25 952 137 811 

 

25. Fair value adjustments 
 

Other financial assets   

 Other financial assets (Designated as at FV through P&L 575 (611) 

 

26. Commitments 

 

Authorised capital expenditure 
 

Already contracted for but not provided for   

 Property, plant, and equipment 42 111 59 064 

 

Total capital commitments   

Already contracted for but not provided for 42 111 59 064 

 

In addition to the above commitments, the entity also has rate-based contracted consultants on 

ongoing capital projects. This committed expenditure relates to plant and equipment and will be 

financed by funds internally generated. 
 

Operating leases - as lessee (expense) 
 

Minimum lease payments due  

- within one year 3 281 3 165 

- in second to fifth year inclusive 4 087 6 990 

 7 368 10 155 
 

Operating lease payments represent rentals payable by the Lepelle Northern Water for certain 

of its office equipment and properties. Leases are negotiated for an average term of five years 

and rentals are fixed for an average of three years. No contingent rent is payable. 
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27. Contingencies 

 

Contingent liabilities 
 

Case 1 

The water board is involved in a litigation case that relates to a wage increase dispute. The 

case has a review application pending in court. 

 

 

7 100 

 

 

7 100 

   

Case 2 

The water board is involved in a litigation case relating to a labour dispute. The case has a 

review application pending in court. 

 

 

2 600 

 

 

2 600 

   

Case 3 

The water board is involved in a litigation case with a service provider for alleged non-

payment of invoices. The service provider outsourced services from a third party. The third-

party has instituted legal action against the water board for non- payment of invoices. The 

court case is still ongoing in court. 

 

 

 

 

3 117 

 

 

 

 

3 117 

   

Case 4 

The water board was served with summons for a claim in relation to a child who drowned in 

an abandoned open pit in Giyani due to the alleged negligence of a service provider. The case is 

still before the court. 

 

 

 

10 000 

 

 

 

10 000 

   

Case 5 

The water board is involved in a litigation case with a service provider for alleged unpaid 

invoices. The matter is still before the court. 

 

 

720 

 

 

720 

   

Case 6 

The water board is involved in a litigation case with a service provider for an invoice billed by 

the supplier without following the SCM processes. The matter is still before the court. 

 

 

857 

 

 

857 

   

Case7 

The water board is involved in ongoing litigation regarding the preparation of a tender 

document, in doing so the service provider omitted information which led to the water board 

incurring a variation. National Treasury approved the variation but directed that the variation 

amount be recovered from the service provider. The service provider instituted a claim 

against the water board for outstanding invoices. The water board issued a counterclaim 

against the service provider for reasons detailed under the contingent assets section of this 

disclosure note. 

 

 

 

 

 

 

 

444 

 

 

 

 

 

 

 

444 
   

Case 8 

The water board is involved in a litigation case with a service provider for alleged invoices not 

paid. The matter is still before the court. 

 

 

19 026 

 

 

- 
   

Case 9 

The water board is involved in a litigation case with a service provider for alleged invoices not 

paid. The matter is still before the court. LNW has made an application for rescission of 

judgment on the matter and the case is still ongoing. 

 

 

 

142 

 

 

 

- 
   

Case 10 

The water board was involved in a dispute relating to interest charged and invoices billed by 

a supplier amounting to R67.4 million and R9.7 million respectively. 

 

77 100 

 

77 100 

 121 106 101 938 
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27. Contingencies (continued) 

 

Contingent assets 

 

Case 1 

The water board is involved in ongoing litigation regarding the preparation of a tender 

document, in doing so the service provider omitted information which led to the water board 

incurring a variation on the contract amount. National Treasury approved the variation but 

directed that the variation amount should be recovered from the service provider. The 

service provider instituted a claim against the water board for outstanding invoices as 

detailed under the contingent liabilities section of this disclosure note. The water board 

issued a counterclaim against the service provider. The case is before the court. 

 

 

 

 

 

 

 

1 433 

 

 

 

 

 

 

 

1 433 

   

Case 2 

The water board is involved in ongoing litigation with a service provider for payments made 

for partially completed work that was claimed as fully completed work. The case is still before 

the court. 

 

 

 

1 583 

 

 

 

1 583 

   

Case 3 

The water board has made a claim against a contractor that was appointed to install and 

commission a 10 ML/day conventional wastewater treatment plant. The water board 

terminated the contract due to contractual disputes. The adjudicator was in favour of the 

contractor and the contractor took the water board to court to implement the decision of the 

arbitration. The court dismissed the application. Subsequently, the water board instituted a 

counterclaim against the contractor for payment made to the contractor for materials. The 

case is still before the court. 

 

 

 

 

 

 

 

35 000 

 

 

 

 

 

 

 

35 000 

   

Case 4 

The water board has made a claim to recover irregular expenditure in relation to monies that 

were overpaid. The matter is still in progress. 

 

 

868 

 

 

- 

   

Case 5 

The Water Board was involved in ongoing litigation regarding the recovery of monies owed 

by the former executives. The matter was closed during the current year. 

 

 

- 

 

 

1 200 

   

Case 6 

The water board has made a claim against s service provider contracted for upgrading 

infrastructure claimed money for remedial work. The remedial work was a result of damages 

caused by storms and heavy rain. The claim was found to be in contravention of clause 

8.2.2.1 of the General Conditions of Contract resulting in undue benefit to the service 

provider. The matter was closed during the current year. 

 

 

 

 

 

- 

 

 

 

 

 

3 500 

   

Case 7 

The water board has made a claim to recover monies from one of its former executive and 

the former board. The matter is still in progress. 

 

 

349 

 

 

- 

   

Case 8 

A court order was issued in favour of LNW to recover profits made by a service provider 

through a contract that was set aside subject to submission of audited financial statements. 

The contract amount paid to the service provider under the contract is R23m. 

 

 

 

23 947 

 

 

 

- 

 63 180 42 716 
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28. Related parties 

 

Relationships 

Ultimate controlling entity National Government of South Africa 

Controlling entity Department of Water and Sanitation 

Members of key management Board members and Executive Management 

 

Department of Water and Sanitation provide abstraction point for raw water this service is 

provided at market related cost, transactions balances are included under trade payables. The 

entity is also an implementation agent on various department project, these services are 

provided on a commission basis, the balance related to the transaction is included under 

receivables from exchange transaction. 

 

Remuneration of Management 

 

Management class: Board Members 

2023 

 

NAME STIPEND 

BOARD 

MEMBERS' 

CLAIMS 

SUBSISTENCE 

AND TRAVEL 
TOTAL 

NF Mphephu 627 317 64 1 008 

TJ Mathebula 415 86 6 507 

MM Makgopa-Madisa 415 82 6 503 

B Mahlutshana 415 60 - 475 

FR Munyai 415 64 1 480 

MSM Soni 415 127 13 555 

MM Magoele 415 115 18 548 

RT Ramashia 208 20 5 233 

S Chiloane-Nwabuze 415 130 14 559 

FJ Mudau 415 90 8 513 

PE Molokwane 415 95 19 529 

 4 570 1 186 154 5 910 

 

Independent members 

 

 MEMBERS' FEES TOTAL 

IAS Vally 308 308 

SA Ngobeni 81 81 

Y Pamla 63 63 

 452 452 
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28. Related parties (continued) 

 

Relationships 

Ultimate controlling entity National Government of South Africa 

Controlling entity Department of Water and Sanitation 

Members of key management Board members and Executive Management 

 

Department of Water and Sanitation provide abstraction point for raw water this service is 

provided at market related cost, transactions balances are included under trade payables. The 

entity is also an implementation agent on various department project, these services are 

provided on a commission basis, the balance related to the transaction is included under 

receivables from exchange transaction. 

 

Remuneration of Management 

 

Management class: Board Members 

2023 

 

NAME STIPEND 

BOARD 

MEMBERS' 

CLAIMS 

SUBSISTENCE 

AND TRAVEL 
TOTAL 

NF Mphephu 627 317 64 1 008 

TJ Mathebula 415 86 6 507 

MM Makgopa-Madisa 415 82 6 503 

B Mahlutshana 415 60 - 475 

FR Munyai 415 64 1 480 

MSM Soni 415 127 13 555 

MM Magoele 415 115 18 548 

RT Ramashia 208 20 5 233 

S Chiloane-Nwabuze 415 130 14 559 

FJ Mudau 415 90 8 513 

PE Molokwane 415 95 19 529 

 4 570 1 186 154 5 910 

 

Independent members 

 

 MEMBERS' FEES TOTAL 

IAS Vally 308 308 

SA Ngobeni 81 81 

Y Pamla 63 63 

 452 452 
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28. Related parties (continued) 

 

2022 

NAME BASIC SALARY 

OTHER SHORT- 

TERM 

EMPLOYEE 

BENEFITS 

POST- 

EMPLOYMENT 

BENEFITS 

TOTAL 

AE Netshidaulu 1 157 682 203 2 042 

PE Molokwane 130 9 - 139 

SP Mathevula 1 029 890 180 2 099 

ES Moeng 666 989 126 1 781 

GD Manzini 893 757 169 1 819 

N Nokeri 913 610 173 1 696 

RM Sebela 476 526 90 1 092 

M Satekge 466 319 88 873 

M Mantsho 57 - - 57 

MS Ramalatso* 216 - - 216 

MPD Tolo 252 - - 252 

ME Mphachoe 137 - - 137 

LP Sebola 174 - - 174 

MC Zenzile 11 - - 11 

 6 577 4 782 1 029 12 388 

 

Remuneration of key management excludes any consideration provided solely as 

reimbursement for expenditure incurred by those persons for the benefit of the entity, such as 

the reimbursement of accommodation costs associated with work-related travel. 

 

29. Change in estimate. 

 

Property, plant, and equipment 
 

The useful lives for Property, plant and equipment were assessed during the financial year to 

ensure a more reliable and relevant presentation. The revision of useful lives was accounted for 

prospectively. The effect of this revision has decreased the depreciation charges for the current 

and future periods by R5 719. Broken down per asset class as follows: 

 

Buildings 642 

Furniture and fixtures 114 

Computer hardware 39 

Machinery and equipment 4 396 

Motor vehicles 380 

Telemetry 52 

Waterworks 96 

 5 719 
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30. Prior-year adjustments 

 

Presented below are those items contained in the statement of financial position, statement of 

financial performance and cash flow statement that have been affected by prior-year 

adjustments: 

 

Statement of financial position 

2022 

 NOTE(S) 

AS 

PREVIOUSLY 

REPORTED 

CORRECTION 

OF ERROR 
RESTATED 

Property, plant, and equipment 3 2 602 727 708 2 603 435 

Receivables from exchange transactions 10 989 282 (140) 989 142 

Inventory 9 147 003 132 147 135 

Payables from exchange transactions 6 (717 920) 231 (717 689) 

VAT receivable 11 58 515 180 58 695 

  3 079 607 1 111 3 080 718 

 

Statement of financial performance 

2022 

OTHER INCOME NOTE(S) 

AS 

PREVIOUSLY 

REPORTED 

CORRECTION 

OF ERROR 
RESTATED 

 17 104 374 2 110 106 484 

Cost of sales 16 (321 786) (288) (322 074) 

Operating expenses 19 (378 195) (1 351) (379 546) 

Gain/ (Loss) on sale of property, plant, and equipment  98 (190) (92) 

Surplus for the year  (595 509) 281 (595 228) 

 

Errors 

 

The following prior period errors adjustments occurred: 

 

Payables from exchange transactions, VAT receivable, cost of sales and operating 

expenses 

 

A retrospective adjustment was made to the prior year payables, VAT receivable, cost of sales 

and operating expenses to recognise an accrued liability and related expense for invoices 

received after 30 June 2022 but for which the goods or services invoiced had already been 

received or rendered by 30 June 2022. 
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30. Prior-year adjustments (continued) 

 

The error has been adjusted retrospectively resulting in an increase prior year payables from 

non - exchange transactions by R1.89 million, an increase in VAT receivable of R0.162 million, 

and an increase in prior year cost of sales and operating expenses by R0.43 million and R1.29 

million respectively. The error impact is confined to the immediate prior year and does impact 

the opening net assets for the prior period. 

 

Property, plant, and equipment, Operating expenses, Gain/loss on disposal and 

Accumulated surplus. 
 

During the asset verification, assets were found on the floor that were not recorded in the fixed 

asset register. The error impacts periods prior to 2022 and has been corrected retrospectively 

effective 01 July 2021 resulting in an increase in property, plant and equipment by R524 

thousand and equal increase in accumulated surplus as at 01 July 2021.The 2022 depreciation 

in relation to the take-on-assets has also been adjusted retrospectively resulting in an increase 

in operating expenses and a decrease in property, plant and equipment by an amount of R63 

thousand. 
 

Costs qualifying for capitalization were omitted from property, plant, and equipment in 2021. The 

error impacts periods prior to 2022 and has been corrected retrospectively effective 01 July 2021 

resulting in an increase in property, plant, and equipment by R305 thousand and an equal 

decrease in accumulated surplus as of 01 July 2021. 
 

During the 2022 financial year, assets stolen at Olifantspoort were not derecognised. The error 

has now been corrected retrospectively resulting in a decrease in property, plant, and equipment 

by R69 thousand, an increase in gain on disposal by R59 thousand, and an increase in 

receivables by R128 thousand due to an insurance receivable which was incorrectly raised. The 

depreciation 2022 reversal of depreciation that had been recognised for the stolen assets has 

also been reversed retrospectively resulting in an increase in property, plant and equipment and 

an increase in operating expenses by R7000. 
 

During 2022, a receivable was incorrectly recognised in relation to the disposal of property, 

plant, and equipment. The error has been corrected retrospectively resulting in a decrease in 

receivables by R287 thousand, a decrease in gain on disposal by R98 thousand and an increase 

in VAT and Operating expenses by R38 thousand and R151 thousand respectively. 
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30. Prior-year adjustments (continued) 

 

Inventory, cost, and operating expenses 

 

In the 2022, financial year, some chemical costs were not inputted in the inventory model with 

a consequential impact on the amounts for water inventory, cost of sales, and operating 

expenses. The inventory model has been updated and the error has been corrected 

retrospectively resulting in an increase in inventory by 132 thousand, an increase in operating 

expenses by 10 thousand, and a decrease in cost of sales of R142 thousand. 

 

Other presentation and disclosure adjustments 

 

The following correction have been made to the prior year disclosure amounts. The corrections 

have no impact to amounts included in the statement of financial position, financial performance, 

cashflows and consequently no impact on net assets: 
 

Financial instruments and risk management disclosure 
 

The prior year VAT receivable balance of R58.515 million was erroneously included as a 

financial asset at amortised cost within the disclosure note. The balance has now been excluded 

as VAT arises due to statutory rather than a contractual arrangement and does not meet the 

definition of a financial asset. 
 

The prior year trade and other receivables from exchange transactions of 989.282 million were 

erroneously included in the disclosure note inclusive of a prepayment balance that is 

summarised in note 10 which is a non-financial asset. The balance has now been disclosed 

exclusive of non-financial assets because prepayments represent balances that will be settled 

through the receipt of goods or services and not cash or another financial asset and thus do not 

meet the definition of a financial asset. 
 

The prior year cash and cash equivalents balance of R184.876 million was erroneously captured 

under the fair value category. The balance has now been moved to the amortised cost category 

to align with the accounting policy and the fact that the balances are held to collect the 

contractual cash flows (the cash is repaid on demand or based on the notice period or other 

terms specified); and the cash flows are solely payments of principal (fair value on initial 

recognition will be repaid) and interest based on the terms of the arrangement. 
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30. Prior-year adjustments (continued) 

 

The prior year provisions balance of R53.919 million was erroneously included as a financial 

liability at amortised cost within the disclosure note. The balance has now been excluded as the 

employee benefit provisions are outside the scope of GRAP 104: Financial instruments and are 

accounted for using GRAP 25 on Employee Benefits. 

 

The prior year employee benefit obligation of R97.671 million was erroneously included as a 

financial liability at amortised cost within the disclosure note. The balance has now been 

excluded as employee benefits are outside the scope of GRAP 104: Financial instruments and 

are accounted for using GRAP 25 on Employee Benefits. 

 

The prior year trade and other payables from exchange transactions of R717.919 million were 

erroneously disclosed inclusive of statutory obligations which are not financial instruments as 

summarised in note 6. The balance has now been disclosed exclusive of non-financial liabilities 

because the tax obligations arise from statutory rather than a contractual arrangement and does 

not meet the definition of a financial instrument. 

 

Property, plant, and equipment 

 

Assets under construction was understated in 2021 financial year due to certificate not 

capitalized amounting to R306. 

 

Payables and other income 

 

Payables decreased and other income increased due to a debt forgiveness of R2 110. 
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31. Financial instruments disclosure 

 

Categories of financial instruments 2023 
 

Financial assets 

  
AT AMORTISED 

COST 
TOTAL 

Receivables from exchange transactions 10 1 026 800 1 026 800 

Cash and cash equivalents 12 631 763  631 763 

  1 658 563 1 658 563 

 

Financial liabilities 

  
AT AMORTISED 

COST 
TOTAL 

Payables from exchange transactions 6 689 443 689 443 

 

Financial assets 

  AT FAIR VALUE 
AT AMORTISED 

COST 
TOTAL 

Other financial assets 5 63 790 - 63 790 

Receivables from exchange transactions 10 - 987 101 987 101 

Cash and cash equivalents 12 - 184 876 184 876 

  63 790 1 171 977 1 235 767 

 

Financial liabilities 

   
AT AMORTISED 

COST 
TOTAL 

Payables from exchange transactions  6 715 531 715 531 

 

32.
 

Risk management
 

 

Financial risk management 
 

The board's activities expose it to a variety of financial risks, market risk, credit risk, and liquidity 

risk. 
 

The board overall risk management program focuses on the unpredictability of financial markets 

and seeks to minimise potential adverse effects on the board's financial performance. Risk 

management is carried out by Risk and Audit committee under policies approved by the board. 

Risk and Audit committee identifies and evaluates financial risks in close cooperation with the 

board's operating units. 
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32. Risk management (continued) 

 

The board provides written principles for the overall risk management, as well as written policies 

covering specific areas, such as interest rate risk, credit risk and investment of excess liquidity. 

 

There are no changes from previous year in respect of the objectives, policies, and processes 

for managing risks. 

 

Liquidity risk 

 

The Board defines liquidity risk as the risk of failure to meet all financial obligations on a timely 

basis when due. The Board's approach to managing liquidity risk is to ensure it will always have 

sufficient committed facilities to meet its liabilities when they fall due, under both normal and 

stressed conditions without incurring unacceptable losses or risking damage to the Board's 

reputation. The Board's liquidity comprises of money markets instruments such as call deposits 

and fixed call deposits. To m itigate liquidity risk exposure. The Board has committed facilities 

with various financial institutions. 

 

The board's liquidity requirements are reviewed on a regular basis to ensure the organisation 

funding requirements are met timeously. This is monitored using cash flow forecasts (weekly, 

monthly, quarterly, and yearly forecasts) and maturity gap analysis to assess and monitor i ts 

liquidity requirements and risk level. 

 

The table below analyses the entity’s financial liabilities into relevant maturity groupings based 

on the remaining period at the statement of financial position to the contractual maturity date. 

The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due 

within 12 months equal their carrying balances as the impact of discounting is not significant. 
 

MATURITY ANALYSIS 2023  
LESS THAN 1 

YEAR 

BETWEEN 1 

AND 5 YEARS 
TOTAL 

Payables from exchange transactions 6 689 443 - 689 443 

Finance lease obligation 14 1 153 1 009 2 162 

  690 596 1 009 691 605 

 

MATURITY ANALYSIS 2022  
LESS THAN 1 

YEAR 

BETWEEN 1 

AND 5 YEARS 
TOTAL 

Payables from exchange transactions 6 715 531 - 715 531 
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32. Risk management (continued) 

 

Credit risk 

 

As a bulk water provider, being a basic commodity, it is not possible for the Water Board to 

select customers to whom sales are made and to determine their credit worthiness before sales 

are made. This increases the risk of customer defaulting in water accounts. 

 

Management evaluates credit risk relating to customers on an ongoing basis. If customers are 

independently rated, these ratings are used. If there is no independent rating, risk control 

assesses the credit quality of the customer, considering its financial position, experience, and 

other factors. Individual risk limits are set based on internal or external ratings in accordance 

with limits set by the Board. 

 

Financial assets exposed to credit risk at year end were as follows: 

 

Financial instrument 
Receivables from exchange transactions 10 1 026 800 987 101 

Other financial assets 5 - 63 790 

Cash and cash equivalents 12 631 763 184 876 

 

Credit risk is mainly concentrated in the receivables from exchange transactions which is further 

concentrated in the Water Board's municipal customers. Some of these customers are part of 

the receivables individually assessed for impairment as disclosed in note 10. 

 

Market risk Interest rate risk 

 

The Board analyses its interest rate exposure Interest rate risk management objective is to 

protect its funding plan and Assets and Liability Management (ALM) strategies from adverse 

fluctuations in market interest rates. To achieve this objective, it is t he policy of the board to 

measure and manage its interest rate exposure both over the short and long term to protect and 

ensure continued financial sustainability. Wherever possible, the board manages its interest rate 

risk by maintaining an appropriate mix between fixed and floating interest rate investments. 

 

The interest rate risk refers to the susceptibility of the Water Board's financial positions to 

adverse fluctuations in market interest rates. Cash and cash equivalents as disclosed in note 12 
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includes variable interest rate call and fixed deposits. The entity's exposure to interest rate risk 

is as follows: 

 

Short-term deposits 12 614 118 127 992 

 

33. Irregular and fruitless and wasteful expenditure 

 

Irregular expenditure  - 3 493 

Fruitless and wasteful expenditure  7 505 

Total  7 3 998 

 

Restatement of prior period balances 

 

National Treasury issued Instruction Note 4 of 2022/23 in December 2022. The new Framework 

replaces all previous instructions and impacts the presentation and disclosure of irregular and 

fruitless and wasteful expenditure in the financial statements. The new reporting requirements 

became effective on 1 January 2023 and are applicable for financial statements issued after that 

date. 

 

The main change is that the financial statements will only include irregular and fruitless and 

wasteful expenditure incurred and confirmed in a particular financial year and disciplinary steps 

taken thereof. The cumulative balance from the previous period is now excluded from the 

financial statements and will be maintained in separate registers for each financial year. 

 

Additional information on irregular, and fruitless and wasteful expenditure that is still under 

assessment, determination and investigation and the progress thereof is included in the annual 

report. 

 

The previously reported irregular and fruitless and wasteful expenditure has been restated due 

to the first-time application of the National Treasury Instruction Note and the impact of the 

changes are shown below: 
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33. Irregular and fruitless and wasteful expenditure (continued) 

 

Irregular expenditure 

Previously stated 

 

81 531 

Restatement due to first time application of the National Treasury Instruction Note 4 (78 038) 

Restated expenditure 3 493 

 

Fruitless and wasteful expenditure 

Previously stated 

 

 

15 647 

Restatement due to first time application of the National Treasury Instruction Note 4 (15 142) 

Restated expenditure 505 

 

Criminal or disciplinary steps taken as a result of losses, irregular and fruitless and fruitless and 

wasteful expenditure 

 

Extension service was acquired without National Treasury`s approval. A warning letter was issued to the 

responsible official. 

285 

 

A service was procured to defend an Urgent Application lodged against the Minister of DWS & the Interim 

 

3 208 

Board. Disciplinary process was undertaken, the recovery of costs is in progress  

 3 493 

34. Segment information 

 

General information 

 

Identification of segments 

 

The Board identifies all schemes operated by Lepelle Northern Water as reportable segments. 

The organisation operates throughout Limpopo Province in four regions. The segments were 

organised around the type of services delivered, the target market, and the method used to 

provide the services. Management uses the same segments for determining strategic 

objectives. Segments were aggregated for reporting purposes due to the similarity of their 

economic characteristics. 

 Sale of bulk water services: Sale of portable and industrial water 

 Section 30 income: Operations and maintenance services 

 

Information reported about these segments is used by management as a basis for evaluating 

the segments’ performances and for making decisions about the allocation of resources. The 

disclosure of information about these segments is also considered appropriate for external 

reporting purposes. 
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34. Segment information (continued) 
 

Segment surplus or deficit 

2023 

REVENUE 
SALE OF BULK 

WATER SERVICES 

SECTION 30 

INCOME 
TOTAL 

Revenue from non-exchange transactions 1 132 984 - 1 132 984 

Revenue from exchange transactions 780 807 - 780 807 

Section 30 income - 42 971 42 971 

Other segment income 73 711 - 73 711 

Interest income 26 603 - 26 603 

Interest income - non-exchange 11 759 - 11 759 

Total segment revenue 2 025 864 42 971 2 068 835 

Entity's revenue   2 068 835 

Expenditure 

Cost of sales 

 

347 483 

 

- 

 

347 483 

Labour costs 158 181 32 310 190 491 

Other expenses 145 113 6 945 152 058 

Expected credit losses 95 288 - 95 288 

Depreciation & Amortisation 84 071 87 84 158 

Interest expense 13 111 - 13 111 

Total segment expenditure 843 247 39 342 882 589 

Total segmental surplus   1 186 246 
 

2022    

REVENUE 
SALE OF BULK 

WATER SERVICES 

SECTION 30 

INCOME 
TOTAL 

Revenue from exchange transactions 689 655 - 689 655 

Section 30 income 19 397 40 651 60 048 

Total segment revenue 709 052 40 651 749 703 

Interest revenue   8 808 

Other unallocated revenue   36 435 

Reversal of provision for bad debts   9 916 

Total revenue reconciling items   55 159 

Entity's revenue   804 862 

 

Expenditure 

Cost of sales 

 

 

321 786 

 

 

- 

 

 

321 786 

Labour costs 159 601 9 515 169 116 

Other expenses 125 558 6 448 132 006 

Depreciation and Amortisation 77 446 238 77 684 

Interest expense 10 769 - 10 769 

Total segment expenditure 695 160 16 201 711 361 

Total segmental deficit   38 342 

Total  revenue reconciling items   55 159 

Entity's surplus (deficit) for the period   93 501 
 

Management regularly reviews information on segment surplus and deficit only and does not 

receive and review the segment assets and liabilities. 
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34. Segment information (continued) 

 

There have been no changes in the composition of reportable segments from prior year, and 

there are no transactions between the segments. 

 

35. Budget differences 

 

Material differences between budget and actual amounts  

 

Sale of goods: 

 

The budget was adjusted to take into account change of Nandoni Scheme from cost recovery 

to tariff. decline in targeted revenue was caused by various reasons which include illegal 

connection to our infrastructure, power failures and unplanned breakdown. 

 

Administration and management fees: 

 

Project spending is not in line with the projections. 

 

Section 30 Income: 

 

Adjustment to the budget to take into account changes in Nandoni scheme from cost recovery 

to tariff.  

 

Interest Received -Water Sales: 

 

Decrease as a result of settlement of long outstanding balance. 

 

Interest received - investment: 

 

Increase as a result of interest earned on surplus cash reserves. 
 

Revenue - RBIG: 
 

More funds transferred to revenue than had been anticipated during the budgeting phase. 
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35. Budget differences (continued) 

 

Finance Income: non-exchange transactions: 

 

Interest earned on BFI cash reserves. 

 

Finance costs: 

 

Change in estimates for the purpose of calculating post-retirement fund. 

 

Debt Impairment: 

 

Changes as a result of renegotiated settlement agreement. 

 

Cost of sale: 

 

Decline in the targeted revenue resulted in less spending than projected. 

 

General Expenses: 
 

Late finalization of SAP upgrade project delayed the anticipated spending patterns. 

 

Differences between budget and actual amounts basis of preparation and presentation 

 

The annual financial statements and the budget are prepared on an accrual basis using a 

classification based on the nature of expenses. In some areas, the budget has a different 

presentation or classification format to the financial statements. In such cases, the actual 

amounts in the financial statements have been adjusted (aggregated/ disaggregated) to align 

with the budget format for comparison purposes in statement of comparison of budget and actual 

amounts. 
 

Changes from the approved budget to the final budget 

 

The changes between the approved and final budget are a consequence of both reallocations 

within the approved budget parameters and changes in the overall budget parameters. 
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Seven Year Review 

EXPENDITURE TRENDS (HISTORICAL INFORMATION) 

 
 

2023 2022 2021 2020 2019 2018 2017 
 

              

Water Sales (in megalitres)  780 807  91 873  88 505  84 148  89 526  93 820  77 819  

Potable water  709 124  77 536  72 576  71 168  78 195  81 140  77 819  

Industrial water  71 683  14 337  15 929  12 980  11 331  12 680  -    
 

              

FINANCIAL PERFORMANCE   R`000   R`000   R`000   R`000   R'000   R'000   R'000  
 

              

Turnover   1 913 791  689 655  598 616  599 579  561 140  591 008  474 747  

Portable water sales  709 124  614 244  531 867  542 719  510 928  541 945  429 626  

Industrial water sales  71 683  75 411  66 749  56 860  50 212  49 063  45 121  

Government grants & subsidies   422 000  -    -    -    -    -    -    

Transfer of assets to LNW  710 984  -    -    -    -    -    -    
 

              

Sundry income  16 337  450  123 244  159 341  153 488  177 250  188 162  
 

              

Total Revenue  1 930 128  690 105  721 860  758 920  714 628  768 258  662 909  
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Seven Year Review 

CASH FLOW STATEMENT 

 

 2023 2022 2021 2020 2019 2018 2017 

 
R`000 R`000 R`000 R`000 R'000 R'000 R'000 

Cash flow from operations  25 952  140 304  155 068 122 171  108 244  (46 350) 214 867  

Net cash outflow from investing  (393) (85 235) (112 890)  (86 194)  (92 713)  (70 854)  (136 057) 

net cash inflow from financing  421 328   (146)  (225)  (207) 573 
  

Net cash and cash equivalent  446 887 54 923 41 953 35 770 16 104  (117 204) 78 810 

        

Cash at beginning of year  184 876 129 953 88 000 52 230 35 115 152 319 79 575 

        

Cash retained for the year  631 763 184 876 129 953 88 000 51 219 35 115 158 385 
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Seven Year Review 

CASH FLOW STATEMENT 

 

 2023 2022 2021 2020 2019 2018 2017 

 
R`000 R`000 R`000 R`000 R'000 R'000 R'000 

Cash flow from operations  25 952  140 304  155 068 122 171  108 244  (46 350) 214 867  

Net cash outflow from investing  (393) (85 235) (112 890)  (86 194)  (92 713)  (70 854)  (136 057) 

net cash inflow from financing  421 328   (146)  (225)  (207) 573 
  

Net cash and cash equivalent  446 887 54 923 41 953 35 770 16 104  (117 204) 78 810 

        

Cash at beginning of year  184 876 129 953 88 000 52 230 35 115 152 319 79 575 

        

Cash retained for the year  631 763 184 876 129 953 88 000 51 219 35 115 158 385 
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Seven Year Review 

TARIFF STATISTICS 

 
 

2023 2022 2021 2020 2019 2018 2017 

Potable tariff  R/kl R/kl R/kl R/kl R/kl R/kl R/kl 

Phalaborwa  6,58  5,71  5,11  5,11  4,71  4,25  3,91  

Doorndraai  10,08  9,00  7,91  7,91  7,29  6,75  6,22  

Politsi  10,74  9,34  8,12  8,12  7,49  6,93  6,39  

Ebenezer  9,48  8,73  8,05  8,05  7,42  6,86  6,33  

Olifantspoort  9,48  8,73  8,05  8,05  7,42  6,86  6,33  

Flag Boshielo  10,28  9,48  8,75  8,75  8,05  7,46  6,88  

Marble Hall  11,31  10,10  8,73  8,73  8,05  7,45  6,87  

Tubatse   8,94  8,24  7,59  7,59  7,00  6,48  5,97  
 

              

Industrial tariff                

Industry - Foskor  5,88  5,25  4,57  4,57  4,21  3,90  3,59  

Industry - PMC  5,88  5,25  4,57  4,57  4,21  3,90  3,59  

Industry - Bosveld   5,88  5,25  4,57  4,57  4,21  3,90  3,59  
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Seven Year Review 

TARIFF STATISTICS 

 
 

2023 2022 2021 2020 2019 2018 2017 

Potable tariff  R/kl R/kl R/kl R/kl R/kl R/kl R/kl 

Phalaborwa  6,58  5,71  5,11  5,11  4,71  4,25  3,91  

Doorndraai  10,08  9,00  7,91  7,91  7,29  6,75  6,22  

Politsi  10,74  9,34  8,12  8,12  7,49  6,93  6,39  

Ebenezer  9,48  8,73  8,05  8,05  7,42  6,86  6,33  

Olifantspoort  9,48  8,73  8,05  8,05  7,42  6,86  6,33  

Flag Boshielo  10,28  9,48  8,75  8,75  8,05  7,46  6,88  

Marble Hall  11,31  10,10  8,73  8,73  8,05  7,45  6,87  

Tubatse   8,94  8,24  7,59  7,59  7,00  6,48  5,97  
 

              

Industrial tariff                

Industry - Foskor  5,88  5,25  4,57  4,57  4,21  3,90  3,59  

Industry - PMC  5,88  5,25  4,57  4,57  4,21  3,90  3,59  

Industry - Bosveld   5,88  5,25  4,57  4,57  4,21  3,90  3,59  
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