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Dear Sir, 

 

PROPOSAL FOR AN INTEGRATED AND ACCELERATED SOLUTION FOR ORWRDP AND 
POTABLE WATER SERVICE DELIVERY  

The Lebalelo Water Users Association (LWUA) was established to facilitate collaboration between 
the Department of Water and Sanitation (DWS) and the mining industry to build bulk raw water 
infrastructure to develop the Eastern Limb. We recognise the important role that the Olifants River 
Water Resource Development Project (ORWRDP) will play in meeting the social and industry 
water expansion requirements of Limpopo Province. As a key stakeholder in the project, we have 
noted the increasing pressure faced by DWS to complete it while dealing with funding constraints.  
In addition, the outbreak of Covid-19 has placed further organisational and financing pressures on 
Government to fast track water supply to communities to prevent the spread of the disease. The 
competing priorities for water and other infrastructure services on the Government’s fiscus calls 
for innovative ways of funding projects such as ORWRDP.  

Lebalelo has heeded Government's call for increasing private sector involvement in the 
implementation of infrastructure projects in key sectors such as water.  As a strategic partner to 
DWS, LWUA has developed a proposal for an alternative solution that we believe will support the 
accelerated completion of ORWRDP, thereby addressing the economic and socio-economic 
requirements for the region. The proposed solution addresses issues delaying implementation of 
the ORWRDP and social water supplies. It is supported by an innovative funding model to 
implement the solution. LWUA has completed a Concept Study that details the high-level business 
requirements of the proposed Programme and sets out the resultant scope, technical, socio-
economic, financial, operational, stakeholder and institutional responses to deliver the 
requirements. A summary of the proposal is contained in this submission.  

 

 

mailto:Bierman@lebalelo.co.za


 

 

   
 

It is recommended that:   

• DWS approves the LWUA proposal; 

• DWS withdraws the notice to disestablish LWUA; 

• DWS and National Treasury consider the proposed cost recovery model for the 
Programme; 

• DWS agree in principle to appoint LWUA as implementing agent for the Programme; and 

• DWS sign an MoU to give effect to the proposed Programme. 

We trust that our proposal meets the Department’s expectations and welcome the opportunity to 
discuss it further with you. Please let me know should you have any questions or would like to 
discuss this further. 

 

  

Yours sincerely, 

  

 

 

 

JA Bierman                                                               Date:  ------------------------------------ 

BSc. (Eng) (Civ) 

Chief Executive Officer 

Lebalelo Water Users Association 

Improving Lives through Water 

  

12/06/2020
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Context 
Introduction 

Lebalelo Water Users Association (LWUA) has conceptualised a proposal to accelerate the 
implementation of the Olifants River Water Resource Development Programme (ORWRDP) and 
potable water infrastructure, to defined areas in the Northern and Eastern Limb of the Bushveld 
Igneous Complex.  The purpose of this proposal is to provide an overview of the intended 
Programme and obtain approval from the Department of Water and Sanitation (DWS) to continue 
with the next phase and appoint LWUA as the preferred implementing agent. 

Background 

The DWS conceptualised in the late 1990’s the Olifants 
River Water Resource Development Project 
(ORWRDP) to address the water needs of the middle 
Olifants river catchment area in the Limpopo Province. 
The aim of the project was to release pressure off Flag 
Boshielo dam, the key regional source of water in the 
area, to provide water to the water-stressed city of 
Polokwane, and, in doing so, free up water for the 
water-stressed Mogalakwena municipal area.  

The main components of the project are the large dam at De Hoop farm on the Steelpoort River 
and the required bulk distribution infrastructure. The project comprises of two phases as follows: 

• Phase 1 which is the first phase to have been completed and involved the raising of the 
Flag Boshielo dam by five (5) metres; 

• Phase 2 is segmented into nine (9) parts, Phase 2A through to Phase 2I. Phase 2A entails 
the construction of the De Hoop dam and the realignment of the provincial road between 
Steelpoort and Stoffberg (the R555). Phases 2B to 2I entails the construction of a bulk 
distribution system.  

The project consists of over 300km of pipeline with several pump stations and storage reservoirs. 
DWS has to date completed the construction of the De Hoop dam (ORWRDP Phase 2A) and the 
bulk water pipeline from De Hoop dam to Steelpoort (ORWRDP Phase 2C) including the Steelpoort 
pump station. The remainder of the project has stalled primarily due to funding constraints and 
reprioritisation of other water and infrastructure services projects.   

The project is critical for ensuring that the water demands of both commercial and social users are 
met. Significant delays have already been experienced in its implementation and a resolution is 
required to provide water security in Limpopo supplying this critical resource for water-stressed 
local communities while simultaneously unlocking economic activities. 

 

 

 

At its inception, the vision for the 

ORWRDP was to provide water to 

the water-stressed city of 

Polokwane and free up water for 

the water-stressed Mogalakwena 

municipal area 
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Industrialisation  

Besides providing much needed potable water to 
communities, the Programme would also assist in 
unlocking the enormous strategic mineral and 
industrialisation potential of the region. This is in line with 
the President’s call for ‘a new social compact among all 
role-players… to restructure the economy and achieve 
inclusive growth’. The development of this much needed 
water infrastructure would align with the development of 
the region into a Green Energy manufacturing hub and 
create much needed jobs in the region. This aligns with 
economic growth policy and industrialisation objectives 
and supports the National Water and Sanitation Master 
Plan. 

The purpose of this document is to outline a proposal for accelerating bulk and potable water 
delivery in the ORWRDP project area through a collaboration model between Government and 
private sector. 

  

This proposal considers the 

acceleration of bulk and potable 

water delivery in the ORWRDP 

project area through a 

collaboration model between 

Government and private sector 

Implementing 

ORWRDP to support 

socio-economic 

development 



 
 
 

Lebalelo Water User Association  Page 8 of 31 
 

  

2 
Problem 

Statement 



 
 
 

Lebalelo Water User Association  Page 9 of 31 
 

Problem Statement   
The ORWRDP has only partially been implemented over the past two decades placing increasing 
pressure on DWS to meet social and industry expansion water needs. Additionally, potable water 
infrastructure development has been very slow in the Eastern Limb despite bulk raw water having 
been available since 2002 through the LWUA Scheme. The delivery of potable water services in 
the Northern Limb area of Mogalakwena has also been hindered due to delays in the ORWRDP 
implementation and through design omissions.  

Levels of social unrest and incidences of asset destruction have increased due to the slow 
progress in delivery of water services to communities together with unmet expectations of job 
creation from mines. This has resulted in vandalism of water infrastructure and mining operations 
being disrupted, particularly in the Eastern Limb. 

Government has also had funding constraints with competing priorities for water and other 
infrastructure services and the outbreak of Covid-19 has placed additional financial and 
organisational pressure on DWS to fast track water supply to communities to prevent the spread 
of the disease. 

The design of the ORWRDP commenced in 2009 with construction of part of the network 
commencing in 2012. The schematic below provides an illustration of the different phases of 
ORWRDP and the current status of the phases. 

 

Source: Overview of the ORWRDP, SIP-18 Program Technical Committee, 11 November 2019 

The current ORWRDP plan, from a technical, financial and socio-economic perspective, is no 
longer optimal nor fit-for-purpose requiring amendment for the following reasons: 

• The ORWRDP plan does not include the construction of Phase 2B+, a pipeline from 
Pruissen to Mokopane and Sekuruwe which is required to meet social and commercial 
users’ requirements; 

• Flag Boshielo dam is already over allocated and Phase 2B and 2B+ would place additional 
pressure on the system. This pressure could be released through augmentation strategies 
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and the abstraction of water from De Hoop dam to meet Eastern Limb requirements 
allowing water from Flag Boshielo dam to support the Northern Limb requirements; 

• The current plan to construct Phase 2D and 2E will provide no additional water to water 
stressed Polokwane. The construction of Phase 2F, before these two phases, would 
however significantly accelerate the provision of additional water to Polokwane; 

• The LWUA scheme infrastructure remains under-utilised and, with some minor 
modifications, can be used to link the De Hoop dam to Polokwane; 

• Technical specifications have not been revised to account for the reduced dam yields (De 
Hoop dam and Flag Boshielo dam) highlighting concerns over estimated cost; and 

• The synchronisation of bulk raw water infrastructure development with potable water 
infrastructure development has not occurred. This is a critical consideration to deliver 
potable water and requires an integrated approach. 

The mandate of Water Services Authorities such as 
Sekhukhune District Municipality (SDM) and Mogalakwena 
Local Municipalities (MLM) is potable water services 
delivery. Potable water infrastructure development in the 
Eastern Limb has been very slow despite the availability of 
the LWUA bulk raw water There are three areas currently 
being serviced with potable water in the Eastern Limb, one 
being Burgersfort from the Mooihoek Water Treatment 
Works (WTW), a second potable line running west from the 
Mooihoek WTW and the Jane Furse potable line from the 
Steelpoort WTW.  

Potable water service delivery in the Northern 
Limb area of Mogalakwena is being limited as 
the Doorndraai dam is the only resource. Water 
supply is hampered as there is currently no 
bulk raw water infrastructure in place from Flag 
Boshielo dam to these areas. The region has 
been identified as the next mining belt for 
South Africa with water being key for the 
realisation of this and significant related 
industrialisation opportunities. The regional 
mining activities have been limited by the 
restrictions in water supply with the industry 
unable to take advantage of favourable global 
commodity cycles which would contribute to 
regional economic growth and job creation.  

In the past, some mines in the region have resorted to meeting their water requirements by 
establishing their own infrastructure. However, these water and infrastructure development 
strategies have not included the provision of potable water to communities with local communities 
continuing to experience frustration at not being able to access the resource as well. 

  

Potable water service delivery 

is being hampered by the 

lagging development of bulk 

raw water infrastructure in the 

Northern Limb 
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Proposed Integrated Solution 
An Integrated Water Services Model solution (“the Programme”) has been conceptualised to 
address the technical, socio-economic and financial challenges. 

The solution comprises:  

1. Abstracting the current LWUA scheme water primarily from De Hoop dam instead of the 
Olifants River to relieve pressure on the already over-allocated Flag Boshielo dam; 

2. Re-sequencing the construction of ORWRDP, commencing with Phase 2F, then 2B and 
2B+, while deferring Phases 2D and 2E. Constructing a gravitational potable pipeline from 
Steelpoort Water Treatment Works (WTW) to Burgersfort to defer the construction of 
Phase 2D and to reduce operating expenditure (OPEX) costs. Phase 2D and 2E can be 
deferred until needed when the full capacity of the current LWUA infrastructure is reached; 

3. Supporting existing potable water services authorities and developing and operating 
potable water infrastructure in defined areas in the Northern and Eastern Limb to address 
immediate and long-term social water needs; 

4. Constructing five new infrastructure projects as part of the Programme, namely 
a. Bulk raw water: ORWRDP phase 2F – steel pipeline from Clapham pump station 

to Olifantspoort weir; 
b. Bulk raw water: ORWRDP phase 2B & 2B+ – steel pipeline from Flag Boshielo 

dam to Sekuruwe Water Treatment Works (WTW) in the Northern Limb; 
c. Bulk raw water: new pump station between Steelpoort pump station and Mooihoek 

reservoir; 
d. Potable water Eastern Limb: potable pipelines, reservoirs, water treatment works, 

pump stations and associated infrastructure, reticulation network and yard 
connections in the Eastern Limb – community areas A, B, C, and D; and 

e. Potable water Northern Limb: potable pipelines, reservoirs, water treatment works, 
pump stations and associated infrastructure, reticulation network and yard 
connections in the Northern Limb – community area E. 

5. Pooling existing Government and LWUA water infrastructure assets by reaching 
agreement on the management and operation of these assets. These assets would earn 
a prescribed return on asset (RoA) with Government and contributing commercial 
members receiving recognition for their previous capital contributions through a capital 
credit mechanism to reduce their water tariffs; and 

6. LWUA would propose to act as implementing agent on behalf of DWS to operate agreed 
assets of DWS on an arms-length basis as part of the Programme. Should DWS agree 
that LWUA operates the dams, these assets will also earn a RoA. New assets would be 
incorporated into LWUA or a special purpose vehicle (SPV). 

7. LWUA would establish a predictable and efficient water tariff over the prescribed contract 
period for DWS, NT and all commercial users, in the defined areas of collaboration; 

8. LWUA to obtain timely access to funding at an efficient financing cost based on the quality 
of commercial off-take agreements and the availability of in-house construction and 
operational capability; and 

9. A socio-economic development plan will be implemented as part of the Programme to 
focus on three outcomes; namely the acceleration of: 

a. Potable water to communities to address the pressing water needs in the region 
b. Creation of jobs, skills development and use of local skills (including within LWUA) 

through the associated Programme spend; and 
c. Enterprise development 
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The combination of these three outcomes will help establish a platform for stability and sustained 
socio-economic development in the region. Timely community engagement and community 
readiness programmes are to be planned to ensure inclusive participation in the Programme. 

An overview of the proposed integrated water services model is set out in the diagram below.  
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Proposed Integrated Water Services Model “the Programme” 
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Proposed Technical Solution 
The proposed Programme has been conceptualised to address the technical challenges of the 
current ORWRDP implementation plan. The solution also importantly includes the delivery of 
potable water services in the surrounding communities in the Northern and Eastern Limb of the 
Bushveld Igneous Complex. Highlights of the proposed technical solution are as follows: 

• Abstract Lebalelo Scheme water primarily from De Hoop dam instead of Olifants River to 
relieve pressure on Flag Boshielo dam  

• Re-sequence construction of ORWRDP  
o Commence first with Phase 2F, then 2B and 2B+ 
o Construct a gravitational potable water pipeline from Steelpoort WTW to 

Burgersfort 
o This allows for phase 2D and 2E to be deferred until needed 
o 2nd pipeline from Olifantspoort weir to Polokwane will need to be synchronised 

with Phase 2F (not included in this proposal)  

• Develop potable water infrastructure for Northern and Eastern Limb to support existing 
Water Service Authorities (WSAs) 

The illustration below provides a schematic of how the proposed solution changes the current plan.  
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Infrastructure projects  

Five infrastructure projects were identified and proposed 
that constitute the proposal, these are: 

• Bulk raw water: ORWRDP phase 2F – steel pipeline 
from Clapham pump station to Olifantspoort weir; 

• Bulk raw water: ORWRDP phase 2B & 2B+ – steel 
pipeline from Flag Boshielo dam to Sekuruwe Water 
Treatment Works (WTW) in the Northern Limb; 

• Bulk raw water: new pump station in the Lebalelo 
pipeline between Steelpoort pump station and 
Mooihoek reservoir; 

• Potable water Eastern Limb: potable pipelines, reservoirs, water treatment works, pump 
stations and associated infrastructure, reticulation network and yard connections to the 
Eastern Limb – community areas A, B, C, and D;  

• Potable water Northern Limb: potable pipelines, reservoirs, water treatment works, pump 
stations and associated infrastructure, reticulation network and yard connections to the 
Northern Limb – community area E. 

The proposal of these five projects in the Programme was premised on how best to maximise 
current DWS and LWUA assets and to deliver new assets in the most efficient manner to achieve 
short term benefits, whilst maximising total life cycle cost efficiencies. Details on the five projects 
are set out below.  

Bulk raw water project ORWRDP Phase 2F 

The proposed bulk raw water ORWRDP Phase 2F project provides for a gravity feed water with a 
hydraulic head from the Mooihoek reservoir utilising the current LWUA pipeline (i.e. reverse the 
current water flow in a south to north direction), but bypassing Clapham pump station to 
Olifantspoort WTW. This project is a key link in relieving capacity constraints on the Olifants river 
by pumping water that originated in the De Hoop dam northwards in order to eventually supply 
Polokwane. It will include the constructing of a new 5.5km line from the Clapham pump station 
towards Clapham junction, as well as constructing a new pipeline from the Clapham junction area 
to the Olifantspoort WTW (52km), with the total length of new pipeline of 58km. 

Currently an estimated construction time frame of 38 months is expected, with early works 
estimated from February 2022 to March 2023 and the main works estimated to be contracted and 
constructed from June 2022 to September 2025. 

The capital cost estimate as at 1 May 2020 for the project is ZAR1,254,500,000 in real terms, 
including contingencies.  Taking inflation into consideration the nominal cost estimate for this 
project is expected to be ZAR1,591,800,000 over the period of construction. 

Bulk raw water project ORWRDP Phase 2B & 2B+ 

The proposed bulk raw water ORWRDP phase 2B & 2B+ project provides for a 121km medium 
and high-pressure steel pipeline including three associated pump stations from the Flag Boshielo 
dam to the proposed Sekuruwe Water Treatment Works. The primary objective of the project is to 
feed bulk raw water from the Flag Boshielo dam to three new Water Treatment Works (WTWs) 
and four mines in the Northern Limb of the Bushveld Igneous Complex.  

Aside from providing raw water to four mines, this project is key to providing water to Mokopane 
and water stressed communities in the Northern Limb. 

The programme includes five 

infrastructure projects with the 

aim to maximise current DWS 

and LWUA assets and to 

deliver new assets efficiently to 

achieve short term benefits and 

maximise total life cycle cost 

efficiencies 

1 

2 
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Currently an estimated construction timeline of 38 months is assumed, with early works estimated 
from February 2022 to March 2023 and the main works estimated from June 2022 to September 
2025. 

The capital cost estimate for this project as at 1 May 2020 is ZAR5,958,000,000 in real terms, 
including contingencies. Taking inflation into consideration the nominal cost estimate for this 
project is ZAR7,508,000,000 over the period of construction. 

  



   
 
 

Lebalelo Water User Association  Page 18 of 31 
 

 

New pump station between Steelpoort and Mooihoek 

The proposed new pump station and associated reservoir project is situated between Steelpoort 
and the current Mooihoek reservoir. The primary objective of the project is to augment the supply 
of bulk raw water to Mooihoek reservoir through reverse pumping water in a northerly direction 
from Steelpoort utilising the current LWUA pipeline. This project is key to increasing the supply of 
bulk raw water to the proposed new 2F pipeline and deferring ORWRDP phase 2D and 2E. 

Currently an estimated construction 
time frame of 24 months is 
expected, with early works 
estimated from February 2022 to 
March 2023 and the main works 
scheduled from June 2022 to May 
2025. 

The capital cost estimate for this 
project as at 1 May 2020 is 
ZAR126,300,000 in real terms, 
including contingencies.  Taking 
inflation into consideration the 
nominal cost estimate for this 
project is ZAR154,400,000. 

Potable water – Northern Limb 

The proposed potable water northern limb project is a bulk and internal network reticulation project 
for the supply of potable water to community areas along the Northern Limb of the Bushveld 
Igneous Complex.  The primary objective of the project is to provide 30 Ml/d potable water to 
approximately 121,000 people.  Consequently, this project sets out to serve the communities 
generally situated along the route of the proposed 2B+ pipeline project and the communities 
surrounding the commercial users in the area between Mokopane and Sekuruwe. The treatment 
of the raw water at Mokopane is not included in the scope of this solution. This constitutes a 
significant investment into the communities by augmenting the supply of potable water ordinarily 
delivered by the relevant Water Services Authority (WSA). This project is ideal to enable socio-
economic development through skills and enterprise development. (see SED section) 

The project includes the construction of bulk pipelines, reticulation pipelines, pump stations, new 
water treatment plants, reservoirs, water towers and yard connections.  Currently this proposed 
project does not allow for the utilisation of existing infrastructure, as the current condition and sizes 
are unknown. 

Currently an estimated construction timeline of 60 months is expected, with early works estimated 
from February 2022 to March 2023 and main works estimated from June 2022 to January 2028. 

The capital cost estimate for this project as at 1 May 2020 is ZAR3,804,000,000 in real terms, 
including contingencies. Taking inflation into consideration the nominal cost estimate for this 
project is ZAR5,017,100,000 over the construction period. 

 

 

4 

3 
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Potable water – Eastern Limb 

The proposed potable water Eastern Limb project is a bulk and internal 
network reticulation project for the supply of potable water to certain 
communities along the Eastern Limb of the Bushveld Igneous Complex.  
The primary objective of the project is to provide 63 Ml/d potable water to 
approximately 233,000 people.  This project sets out to serve 
communities generally along the pipeline routes of current LWUA 
infrastructure and DWS infrastructure, as well as routing an additional 4 
Ml/d water towards the town of Burgersfort.  Note that the additional water 
to Burgersfort is regarded as out of scope to the proposed Lebalelo 
Programme.  This constitutes a significant investment into the 
communities by augmenting the supply of potable water ordinarily 
delivered by the relevant Water Services Authorities (WSA). 

Similarly, to the Northern Limb Potable Project, this project is ideal for socio-economic 
development. The project includes the construction of bulk pipelines, reticulation pipelines, pump 
stations, new water treatment plants, reservoirs, water towers and yard connections.  Existing bulk 
water pipelines, water towers, reservoirs and water reticulation systems are currently providing 
potable water to parts of the region.  Utilising this infrastructure was taken into consideration in 
costing of this project. 

Currently an estimated construction timeline of 60 months is expected, with early works estimated 
from February 2022 to March 2023 and main works estimated from June 2022 to January 2028. 

The capital cost estimate for this project as at 1 May 2020 is ZAR4,798,000,000 in real terms, 
including contingencies. Taking inflation into consideration the nominal cost estimate for this 
project is ZAR6,209,300,000 over the construction period. 

Summarised Cost 

The total capital cost estimate for all the projects as at 1 May 2020 is ZAR15,940,800,000 in real 
terms, including contingencies. Taking inflation into consideration the nominal cost estimate for all 
the projects is ZAR20,480,100,000 over the construction period. 

Basis of capital cost estimates 

Within the cost estimate for each project a construction contingency of 10% was included by the 
technical consultants.  A further programme contingency was determined relative to the level of 
development on the project and is an allowance for the uncertainty and risk that the owners of the 
project must accept.  The proposed estimates are based on an accuracy assessment 
benchmarked to the AACE International (Association for the Advancement of Cost Engineering 
International) Class 5 Estimate Classification Matrix, and therefore the accuracy of the estimate is 
assessed as being -50% to +100%. Given practical considerations, this was assessed by applying 
a widely accepted industry practice contingency range of between 25% and 40% to each project.  
All contingencies are included in above mentioned cost estimate totals for each project.  

5 
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Proposed Socio-Economic 

Development Solution 
The Programme represents a significant opportunity for socio- economic development in the region 
given the extent of the infrastructure programme across the Limpopo Province and its associated 
capital and operational spend.  

Two demarcated areas (shown in grey on the map below) form part of the Bushveld Igneous 
Complex, specifically Area 1 and Area 2:  

Area 1 is a 727 km2 area in the Northern 
Limb of the Bushveld Igneous Complex 
of approximately 127,000 inhabitants. It 
is located within a part of the 
Mogalakwena Local Municipality 
(Waterberg District, Limpopo Province). 
Area 1 covers approximately 12% of the 
surface area of Mogalakwena 
municipality. 

Area 2 is a 2073 km2 area in the Eastern 
Limb of approximately 246,000 people 
within a part of Fetakgomo Tubatse Local 
Municipality (Greater Sekhukhune 
District, Limpopo Province). Area 2 
covers approximately 36% of the surface 
area of Fetakgomo Tubatse municipality. 

There are three outcomes the SED strategy aims to achieve through the Programme: 

 
Provision of potable water to communities in the defined areas; 

 
Create jobs through the associated capital and operational spend of the Programme; and 

 
Enterprise development 

To inform the SED strategy two baseline studies were initiated namely, a study of the socio-
economic conditions in the Northern and Eastern Limbs and a study on the potential economic 
impact of the Programme in the region.   

These studies revealed the dire need for potable water, jobs and socio-economic upliftment as the 
areas impacted are amongst the poorest areas in the Limpopo Province. Fetagkomo Tubatse 
generally fares worse than both Limpopo Province on average and Mogalakwena Municipality on 
the majority of indicators with an unemployment rate of 60%.  
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The planned expenditure of R4.37 billion per annum on constructing the water infrastructure will 
make a significant contribution of around R2 bn per annum to Limpopo’s GDP. Due to the planned 
operational activities of R3.95 billion per annum, LWUA will contribute around R2.6 billion per 
annum to Limpopo’s GDP. In addition, mining activity will become possible as a result of increased 
water provision, which in turn will significantly contribute to the economy. It needs to be mentioned 
that tax that will be generated through these projects and the associated mining and other 
developments is significant. 

The economic impact assessment revealed that the Programme would likely result in 14,750 jobs 
being created in Limpopo Province linked to the construction spend with a further 9,580 jobs linked 
to the ongoing operational spend. Low income groups would receive approximately 30% of the 
annual capital spend and 39% of the annual operational spend in the Province.  This is without 
any specific SED intervention on the part of the Programme. 

To maximise the socio-economic impact on the region, guiding principles and key performance 
indicators were established and an implementation approach and plan conceptually developed.   

The plan involves several aspects to be further developed and/or implemented during the pre-
feasibility and feasibility study phases; including: 

• Establishing a strong governance structure over the SED activities, budget and spend 

• Recruitment of additional organisational SED capability 

• Continued development of baseline studies, surveys and community risk assessments 

• Regular and timely engagement with communities across several levels 

• Development of school and community level behavioural programmes  

• Creation of jobs during the various phases of the Programme through procurement policy 
and other strategies 

• Establishment of self-funding skills and enterprise development structures using 
procurement policy 

• Formation of a SED Collaboration Forum to explore ways in which members and others 
can collaborate around common themes to accelerate SED in the region 

• Regular tracking of progress and refinement of the plan 

It is important to note that additional and much greater opportunities will arise from the mining and 
industrialisation developments enabled by the supply of water.  

 

 



   
 
 

Lebalelo Water User Association  Page 23 of 31 
 

 

  6 
Proposed 

Financial 

Solution 



   
 
 

Lebalelo Water User Association  Page 24 of 31 
 

Proposed Financial Solution 
Finance Model 

The proposed Programme encompasses the pooling of a considerable amount of new 
infrastructure alongside with existing bulk raw water and potable water infrastructure. Additionally, 
given the size of the Programme there are project development costs such as the feasibility study 
and operational readiness costs that need to be capitalised into the Programme.  

The capital cost of the new infrastructure will require ZAR15,9bn (real) and ZAR20,5bn (nominal) 
of external financing. 

An innovative financial model was developed which collated all information on the proposed 
infrastructure, existing infrastructure and upfront costs for capitalisation. The financial model is 
designed to not only calculate the repayments and internal capital credits due against new and 
previous capital expenditure, but also to model the ongoing operational expenditure of the entire 
Programme. The model calculates the annual tariffs due by each member in the proposed 
Programme from the first ‘early-works’ capital payment in 2022 until the year 2050.  

In the case of bulk raw water infrastructure, the repayment of capital expenditure would be split 
49:51 between DWS/ NT and the commercial users and charged on a take-or-pay basis. The same 
49:51 principle will be applied to the fixed operational and maintenance expenditure. Variable 
operational and maintenance expenditure has been allocated based on members’ actual usage in 
any given year.   

In respect of potable water for the identified geographical locations, the commercial users would 
contribute 25% of the defined potable water infrastructure capital repayments with DWS/ NT 
contributing 75%.  In the case of operational and maintenance expenditure, the commercial users 
would contribute 25% of the expenditure relating to the defined potable water infrastructure with 
DWS/NT contributing 75%. 

Key principles applied in the model included that of equitability and consistency of treatment. This 
applied to both the individual members that make up the commercial user group, but also towards 
the treatment of the commercial users versus the Government users in the Programme. 

Funding of the Programme  

The debt raising process for a Programme of this nature 
will need to be bespoke as well as dynamic and may 
require multiple iterations with the prospective debt 
funding partners in order to finalise the ultimate funding 
structure. Although the Programme is currently at the 
concept phase, it needs to be noted that the effective 
preparation and marketing of the Programme needs to 
be considered from the early development stages in 
anticipation of the future requirements of the fund-raising 
process. This is not just about attracting as many funders 
as possible, but rather attracting funders with the right 
experience, skills and capacity as well as a mandate to 
participate in the Programme; quality is as important as 
quantity. 

The ultimate financing structure of 

the Programme will be dependent 

on the commercial metrics, the 

strength of the proposed Water 

Supply arrangements with the 

various private and public parties 

and the proposed risk allocation 

and available mitigation strategies. 
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It is anticipated that for this Programme the Multilateral Lending Agencies (“MLAs”), Development 
Finance Institutions (“DFIs”) and the Government will play a key role in setting up the framework 
for the funding structure, followed by commercial banks assuming the Programme will be 
sufficiently de-risked to facilitate their participation. Specific consideration will also be given to the 
potential roles of foreign development lenders such as the African Development Bank (“AFDB”), 
International Finance Corporation (“IFC”), KfW (German state owned development bank), FMO 
(Dutch development bank) or Proparco (French Development agency), particularly as these 
entities are active in South Africa and may have sector interests to promote water infrastructure 
developments due to the underlying economic and social upliftment potential. 

As a minimum it is expected that the support of at least one of the DFIs or MLAs through the 
provision of debt financing and/or political risk guarantees which may be advantageous given the 
current macro-economic outlook and Government budget constraints in South Africa. Further A/B 
loan structures have successfully been used in other large infrastructure developments and is a 
means to potentially leverage additional commercial financing. The level of imported machinery or 
equipment should be considered as an Export Credit Agency (“ECA”) could also play a role in the 
financial structure to either provide direct funding or loan guarantees to other lenders in order to 
expand funding options for the Programme. 

In order to meet the potential nominal funding requirement of circa ZAR20.5bn for the Programme 
a consortium of financiers may be required.  It will be important to establish quickly, through soft 
market sounding during the pre-feasibility phase, how deep the market is likely to be for this specific 
Programme and tailor the funding plans accordingly. 

The ultimate financing structure of the Programme will be dependent on the commercial metrics, 
the strength of the proposed Water Supply arrangements with the various private and public parties 
and the proposed risk allocation and available mitigation strategies. The allocation of risk will be at 
the heart of the successful development and financing of the Programme, the risk profile will 
ultimately drive the appetite from prospective financiers to support the Programme and influence 
the financing terms and ultimate capital structure. 

The solution being proposed addresses the limitations of the existing plan for the ORWRDP 
implementation. The primary objective is to implement a technically viable solution that enables 
the provision of water for commercial users and local communities with minimal impact on the 
national fiscus. Given the contribution of infrastructure towards addressing South Africa’s socio-
economic challenges, the solution needed to make a significant socio-economic contribution to the 
region.  

The benefits associated with the implementation of the solution are premised on four main pillars, 
namely technical, social, economic and fiscus. 

Technical 

• Provide a holistic integrated solution to the accelerated implementation of the ORWRDP 
inclusive of potable water service; 

• Relieve pressure on the already over-allocated Flag Boshielo dam; 

• Accelerate provisioning of water to distressed areas and communities; 

• Allows for the optimal utilisation of existing infrastructure; and 

• Utilises gravity fed pipeline, where possible, to save OPEX costs. 

Social 

• Accelerates potable water delivery to water stressed communities in the Northern and 
Eastern Limb; 
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• Accelerates socio-economic development in the Limpopo Province through infrastructure 
spend; 

• Assists in addressing social unrest, unlocking economic potential and creating more than 
24 000 directly linked jobs in the region; and 

• Creates employment opportunities through enabled mining developments. 

Economic 

• Accelerates the provisioning of bulk raw water for economic expansion to take advantage 
of a favourable commodity cycle and industrialisation of the region; and 

• Provides a predictable, cost-effective tariff to encourage investment in the region. 

Fiscus 

• Uses capital more efficiently by fully utilising existing infrastructure (the LWUA scheme is 
currently operating at 30% of its capacity) and the revised specifications and 
implementation schedule will be a better fit for purpose (i.e. the primary objective of the 
Programme and the ORWRDP); 

• Contributes an additional ZAR1.2bn per annum of tax revenue during the construction 
phase and ZAR1.8bn per annum once the infrastructure is fully operationalised;  

• Significant potential fiscus savings: 
o through resequencing, revision of capital cost and cost control and 
o through private sector contribution to bulk and potable capital spend. 

• Creates funding leverage through the deployment of an innovative non-profit Build-Own-
Operate-Transfer (BOOT) funding model. 
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Institutional 

Arrangements 
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Institutional Arrangements 
Approval Process 

LWUA would need to be appointed in writing by the Department as its implementing agent for the 
Programme. Once appointed the following will be required: 

• Signing of an MoU: A MoU between the Department, National Treasury and LWUA and its 
commercial users would need to be signed to give intent to the Programme. 

• Expansion of existing mandate:  The institution would continue to remain operating under 
the existing National Water Act until legislative changes occur.  

• Appointment as a water services provider: LWUA would need to be registered as a water 
service provider on behalf of the two Water Service Authorities (WSA) in the Northern and 
Eastern Limb for the specific areas.  

• Withdrawal of disestablishment notice: The Department would need to formally gazette the 
withdrawal of the notice to disestablish LWUA. 

More detailed institutional arrangements to be developed by Lebalelo, DWS and National 
Treasury.  

LWUA as an Implementing Agent 

It is considered that LWUA is best suited to implement the Programme, given that: 

• LWUA have conceptualised an alternative solution that not only accelerates the 
implementation of the ORWRDP through public private participation but also addresses 
potable water infrastructure for communities in the Northern and Eastern Limb; 

• The proposed solution importantly also includes a 25% contribution from commercial users 
to the capital and operational expenditure of potable water for defined communities in the 
Northern and Eastern Limb over the next 25 years; 

• LWUA have a proven track record in delivering bulk raw water cost efficiently, safely, and 
on time for over 18 years. This has recently been evidenced through the COVID 19 
emergency water supply programme, where LWUA has demonstrated that their 
procurement and organisational processes allow them to act immediately and effectively 
in time critical situations; 

• LWUA has made significant progress over the past eight months in aligning commercial 
users to the Programme and will sign commitment letters if this proposal is approved by 
the Department; 

• Project development studies have been structured to accommodate DWS current funding 
constraints and will be funded by commercial users until the Financial Investment Decision 
is made;  

• LWUA will have access to cheaper financing given its strong financial base and credit rating 
of key commercial users; 

• Approval processes are unlikely to be delayed given the existing strong governance and 
procurement processes; 

• Commercial users have committed to provide technical and management expertise in 
support of this Programme; and 

• LWUA is one of few organisations that can successfully implement the financial, technical 
and socio-economic solutions because of their relationship with Government and 
commercial users. 
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  8 
Recommendations 
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Recommendations 
The following is recommended: 

• DWS approves the LWUA proposal; 

• DWS withdraws the notice to disestablish LWUA; 

• DWS and NT consider the proposed cost recovery model for the Programme; 

• DWS agree in principle to appoint LWUA as implementing agent for the Programme; and 

• DWS signing an MoU to give effect to the proposed Programme. 

  



 

 

 

Thank You! 


