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Vision
Leading water utility that enhances value in the provision of bulk water 
and sanitation services

We will be known in the water sector as an effectively run, public-oriented and socially accountable 
organisation, which has its heart and mind, focused on the provision of bulk water services. We will achieve 
leadership based on our performance and the sustainable value we co-create with our customers and 
stakeholders and continue to leave a positive legacy in our communities, region and country.

Mission
Provide innovative, sustainable, effective and affordable bulk water and 
sanitation services

Our business is the provision of bulk water services – both potable and wastewater - to support government 
services delivery to the people of South Africa and providing water for life. This includes providing all bulk 
water services to our customers, facilitating integrated planning in the region, supporting municipalities and 
contributing to water knowledge that will lead to sustainability from source-tap-source.

Strategic Intent
Key Partner that enables government to deliver effective and efficient 
bulk water and sanitation services

Umgeni Water wants to be recognised as a strategic and sustainable partner of government, co-creating 
value through providing bulk water and sanitation services as a catalyst for local economic development and 
government’s developmental agenda.  We will provide water services for health and economic benefi ts that 
contribute to addressing poverty, under-development and inequality.
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Umgeni Water’s current area of operations 

extends from Thukela River in the North, the 

Mtamvuna River in the South, the Indian 

Ocean in the East Drakensberg Mountains 

in the West
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REPORT 
PROFILE

Umgeni Water as a state-owned public entity has a 
mandatory obligation to prepare an annual report and 
as such has prepared annual reports every year since 
its establishment in 1974.  This report covers the twelve-
month period 1 July 2012 to 30 June 2013.  This report 
also includes information on the subsidiaries owned by 
Umgeni Water.

Umgeni Water’s annual report complies with statutory 
disclosure requirements of the Water Services Act 
(No. 108 of 1997), section 55 of the Public Finance 
Management Act (No. 1 of 1999) and relevant 
regulations. Notwithstanding the legislative requirements, 
Umgeni Water has committed to aligning the 
organisation to the King III Code of Governance for 
South Africa, 2009. There is a signifi cant amount of 
convergence of Umgeni Water’s Annual Report with 

the King III requirements for integrated reporting, both 
due to Umgeni Water already having in place an 
integrated strategy and value creation model which 
straddles four sustainability perspectives and Umgeni 
Water’s alignment with government’s outcomes 
approach for performance reporting.  This report further 
contains Standard Disclosures that are ‘In accordance’ 
- Comprehensive with the Guidelines for which 
information is included in the GRI Content Index at the 
end of this report.

The performance content of this annual report shows 
Umgeni Water’s progress with meeting pre-determined 
objectives and performance indicators as per its 
approved Business Plan and Shareholder Compact, 
and contains an audited performance scorecard 
for 2012/2013. The fi nancial content of the annual 

1.O
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Additional information concerning all aspects of the report and its contents 
can be obtained from:

Umgeni Water
P.O. Box 9, Pietermaritzburg, 3200
or at the organisation’s head offi ce, at
310 Burger Street, Pietermaritzburg, 3201

Tel: +27 (33) 3411 111 • Fax: +27 (33) 3411 084
Email: info@umgeni.co.za  
Website: www.umgeni.co.za

report further contains audited fi nancial statements 
for 2012/2013. Over the years, Umgeni Water has 
developed and maintained sound in-house processes 
for identifying, collecting, collating, verifying and storing 
information used in managing its performance.

The assurance of the annual report for both fi nancial 
and performance information is provided by Internal 
Audit and the Audit Committee of the Board.  In 
addition, as a state-owned entity Umgeni Water is 
audited by the Auditor-General of South Africa for both 
fi nancial and performance information. 

Further information on the scope covered by Internal 
and External Audit is provided in the Corporate 
Governance chapter of this report. In addition 
to assurance via these routes, vital areas of the 

organisation’s business, namely water treatment works 
operations, monitoring programmes and analytical 
laboratories are externally certifi ed or accredited in 
accordance with relevant ISO standards.

The annual report content is structured to provide 
suffi cient information to all stakeholders including, 
customers, regulatory bodies, investors, employees 
and civil society, regarding Umgeni Water’s annual 
performance and progress towards moving the 
organisation in a direction that supports sustainable 
development.  Specifi c stakeholder information is 
contained in the Stakeholder Understanding and 
Support chapter of this report.
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ORGANISATIONAL 
PROFILE, 

GOVERNANCE 
STRUCTURE AND 

STRATEGY

2.O
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2.1 LEGISLATIVE MANDATE

Umgeni Water is a public entity established in 
1974 to provide water services - water supply 
and sanitation services - to other water services 
institutions in its service area. The organisation 
operates in accordance with the Water Services 
Act (No. 108 of 1997) and the Public Finance 
Management Act (No. 1 of 1999), amongst others, 
and is categorised as a National Government 
Business Enterprise.  Umgeni Water reports directly 
to the Department of Water Affairs through the 
Chairman of the Board and the Chief Executive. The 
Executive Authority of the water board is the Minster 
of Water and Environmental Affairs.

2.2 ACTIVITIES OF 

UMGENI WATER

The primary activities of Umgeni Water, as 
pronounced in section 29 of the Water Services 
Act, is to provide water services (water supply 
and sanitation services) to other water services 
institutions in its service area.

In addition, section 30 of the Water Services Act, 
enables Umgeni Water to undertake other activities, 
provided these do not impact negatively on the 
organisation’s ability to perform its primary activity.  
These include: 
• Providing management services, training and

other support services to other water services
institutions, in order to promote co-operation in 
the provision of water services,

• Supplying untreated or non-potable water to
end-users who do not use the water for 
household purposes,

• Providing catchment management services to or 
on behalf of the responsible authority,

• With the approval of the water services authority 
having jurisdiction in the area, supplying water 
directly for industrial use, accepting industrial 
effl uent and acting as a water services provider 
to consumers, 

• Providing water services in joint venture with water 
services authorities, and

• Performing water conservation functions.

2.3 SUPPLY AREA AND 

CUSTOMERS 

(SHOWN IN MAP)

Over the years Umgeni Water has grown into the 
largest bulk water supplier in KwaZulu-Natal and 
has an operational area of 21 155 square kilometres.  
Umgeni Water’s operational area is bounded by 
the uThukela River in the North, the Mtamvuna 
River in the South, the Indian Ocean in the East and 
Drakensberg Mountains in the West. 

Umgeni Water has its head offi ce in Pietermaritzburg 
and is supported by offi ces to serve its regions, 
namely Ulwandle (coastal region) and Izintaba 
(inland region). 

The organisation derives its revenue from the sale of 
bulk potable water to its six customers:
• eThekwini Metropolitan Municipality,
• iLembe District Municipality,
• Ugu District Municipality,
• Sisonke District Municipality,
• uMgungundlovu District Municipality, and
• Msunduzi Local Municipality.

Umgeni Water’s infrastructure assets in support of its 
primary business comprise:  
• Approximately 746 kilometres of pipelines and

sixty-six (66) kilometres of tunnels,
• Thirteen (13) dams, of which fi ve (5) are managed 

on behalf of the Department of Water Affairs and 
two (2) on behalf of the Ugu District Municipality,

• Eleven (11) water treatment works, of which 
two (2) are managed on behalf of the Ugu District 
Municipality, and

• An additional eighteen (18) small water treatment 
works and nineteen (19) borehole schemes 
managed on behalf of the iLembe District 
Municipality. 

A total of 423million cubic metres of potable water 
per annum (1 159Ml/d) are currently supplied to 
customers who serve 6.1million people or 1.68million 
households through reticulation networks.

The organisation also treats bulk wastewater 
totalling 31.8million  cubic metres per annum 
(87Ml/d) and in support of this operates fi ve (5) 
wastewater treatment works, of which one (1) is 
managed on behalf of the uMgungundlovu District 
Municipality.
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2.4 STRUCTURE OF UMGENI WATER

There have been no changes in the organisation’s 
structure in the past year, which, in addition to 
the Offi ce of the Chief Executive, comprises 
divisions for: Operations, Engineering and Scientifi c 
Services, Finance, and Corporate Services, each 
of which is headed by a General Manager. The 
Chief Executive, as the Accounting Offi cer, guides 
the day-to-day activities of the organisation, 
while a non-executive Board, whose members 
are appointed by the Minister of Water and 
Environmental Affairs, is the Accounting Authority 
and provides strategic leadership to 
the organisation.

The organisation has 976 employees (permanent 
and contract) in its group. There are two subsidiaries 
in which Umgeni Water has 100% shareholding, 
Umgeni Water Services (Pty) Ltd and Msinsi Holdings 
(Pty) Ltd.  Umgeni Water Services holds an 18.5% 
investment in Durban Water Recycling (Pty) Ltd. 

In 2012/2013, Umgeni Water’s income was 
R2.1billion and the surplus generated was 
R583million.  Umgeni Water has a total balance-
sheet asset value of R5.9billion of which its reserves 
total R3.7billion.

Umgeni Water Parent

Subsidiaries

Msinsi Holdings 
(Pty) Ltd (100 %)

Umgeni Water Services 
(Pty) Ltd (100%) Durban Water Recycling 

(Pty) Ltd (18.5 %)

Chief Executive: 
Mr Cyril Gamede

GM Engineering & 
Scientifi c Services:
Mr Steve Gillham

GM Operations:
Mr Ednick Msweli

GM Finance
Ms Nica Gevers outgoing

Mr Thamsanqa Hlongwa from 
1 October 2013

GM Corporate Services:
Ms Prudence Gwala

Umgeni Water Board
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2.5 UMGENI WATER STRATEGY

Umgeni Water’s current strategy map, updated in February 2013, illustrates the manner in which sustainable value 
is created through integrating nine (9) strategic objectives through four (4) balanced scorecard perspectives.

Vision: Leading water utility that enhances value in the provision of bulk 
water and sanitation services

Strategic Intent: “Key Partner that enables government to deliver 
effective and effi cient bulk water and sanitation services”

Customer and 
Stakeholder 
Perspective

Financial
Perspective

Process
Perspective

Organisational 
Capacity 

Perspective

4 Balanced Perspectives

Umgeni Water / Core strategic statement: 
We will lead the process of providing solutions via an innovative, vigorous growth path, 
to increase sustainable water supply, in order to satisfy the developmental water services 
requirements in our region, which contribute to government objectives.

Strategic Themes: 

9 Strategic Objectives

Mission:

Provide innovative, sustainable, effective and 
affordable bulk water and sanitation services
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water resources 
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skills and 

competency

Year 1 - Effi ciency and Rejuvenation 
Year 2 - Partner with Stakeholders 
Year 3 - Regional Conceptualisation 
Year 4 - Fund and Implement 
Year 5 - Optimise Delivery
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3. Stakeholder Understanding and Support

Is attained when Umgeni Water engenders understanding and support 
from statutory, contracted and non-contracted bodies for service levels, 
tariff structures, operating budgets, capital improvement programmes, risk 
management decisions and water resources adequacy. 

2.6 TEN OUTCOMES FOR SUSTAINABLE VALUE CREATION

Umgeni Water’s integrated strategy targets ten (10) outcomes

1. Product Quality (Water and Wastewater)

Is achieved when Umgeni Water produces potable water and wastewater in 
full compliance with statutory and reliability requirements and consistent with 
customer and environmental needs.

2. Customer Satisfaction

Is achieved when Umgeni Water provides reliable, responsive, and 
affordable services in line with explicit, customer-agreed service levels 
and receives timely customer feedback to maintain responsiveness to 
customer needs and emergencies.

5. Financial Viability

Is achieved when Umgeni Water understands the organisational life-cycle costs 
and maintains a balance between debt and assets while managing operating 
expenditures and increasing revenues. In addition, the organisation aims at a 
sustainable tariff that is consistent with customer expectations, recovers costs 
and provides for future expansion.

4. Community and Environmental Sustainability

Is achieved when Umgeni Water is explicitly cognisant of and attentive 
to the impacts it has on current and future community sustainability, 
supports socio-economic development, and manages its operations, 
infrastructure, and investments to protect, restore and enhance the 
natural environment, whilst using energy and other natural 
resources effi ciently.
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8. Infrastructure Stability

Is achieved when Umgeni Water understands the condition and 
costs associated with critical infrastructure assets and maintains and 
enhances the condition of all assets over the long-term. This is done 
at the lowest possible life-cycle cost and acceptable risk levels, is 
consistent with customer service and statutory-supported service 
levels and consistent with anticipated growth and system reliability 
goals. The organisation further assures that asset repair, rehabilitation 
and replacement efforts are coordinated to minimise disruptions and 
other negative consequences.

9. Water Resources Adequacy

Is achieved when Umgeni Water assesses the scarcity of freshwater resources, 
investigates sustainable alternatives, manages water abstractions assiduously 
and has access to stable raw water resources to meet current and future 
customer needs.

1O. Leadership and Employee Development

Is achieved when Umgeni Water is a participatory, collaborative 
organisation dedicated to continual learning and improvement, 
recruits and retains a workforce that is competent, motivated, 
adaptive and works safely, ensures institutional knowledge is retained 
and improved; provides opportunities for professional and leadership 
development and creates an integrated and well-coordinated senior 
leadership team.

6. Operational Resiliency

Is achieved when Umgeni Water’s leadership and staff work together 
to anticipate and avoid problems and proactively identify, assess, 
and establish tolerance levels for and proactively and effectively 
manages a full range of business risks, consistent with industry trends 
and system reliability goals

7. Operational Optimisation

Is achieved when Umgeni Water has on-going, timely, cost-effective, reliable 
and sustainable performance improvements in all facets of its operations, 
minimises resource use, loss and impacts from day-to-day operations and 
maintains awareness of information and operational technology developments 
to anticipate and support timely adoption of improvements.
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2.7 STRATEGIC STATEMENTS OF UMGENI WATER 

AND ITS FUNCTIONAL DIVISIONS

Umgeni Water strategic statement: We will lead the 
process of providing solutions via an innovative, 
vigorous growth path, to increase sustainable 
water supply, in order to satisfy the developmental 
water services requirements in our region, which 
contribute to government objectives.

Board Strategic Statement: We will consider internal 
and external factors, consult with stakeholders, 
develop a strategy, authorise implementation, 
manage resources, manage risks and oversee 
implementation to produce a valid and approved 
strategic plan, deploy resources, deliver on 
strategic objectives and provide sound corporate 
governance to achieve our vision and mission in 
order to contribute towards government objectives.

Chief Executive Offi ce: We will position and lead the 
organisation, plan activities and allocate resources, 
implement strategy, manage risk, champion 
corporate governance, partner with stakeholders to 
deliver organisational objectives, to achieve a well 
governed, vibrant, committed, sector-relevant and 
engaged organisation that delivers on its mandate.

Operations: We will position ourselves, plan, 
structure, mobilise resources, source, specify, 
operate and maintain our infrastructure, abstract, 
treat, sell, distribute, monitor, conserve and re-use 
water to deliver quality, effective, affordable water 
services to our stakeholders which will deliver on 
organisational objectives.
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Engineering and Scientifi c Services: We understand 
water demand and water technology and will plan, 
design and construct infrastructure and manage 
water resources to provide suitable capacity and 
assurance of supply, to achieve effi cient and 
effective infrastructure and meet demand. We 
will manage water quality, optimise treatment 
processes and drive social and environmental 
initiatives to provide water quality and 
environmental sustainability and social investment 
to achieve with appropriate technology, optimised 
water quality and cost, and good corporate 
citizenship to achieve sustainability and public 
health, in order to meet organisational objectives.

Finance: We will plan, mobilise, account for and 
report on resources, manage fi nancial risk and 
maintain internal control and systems, which result 

in funding, control, support and monitoring of the 
business, to deliver sound fi nancial management 
and corporate governance to contribute towards 
organisational objectives.

Corporate Services: We will lead, plan, mobilise, 
motivate and develop human resources, which will 
lead to a competent, effi cient and an energised 
workforce and plan, develop, implement and 
maintain an ICT platform, which will lead to an 
effi cient and effective ICT service, proactively 
implement procurement strategies, which will lead 
to effi cient, effective and economical supply of 
requisites and optimise and safeguard properties 
which will lead to an effi cient property and security 
services, to support and enable the functions of the 
business to meet organisational objectives.
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CHAIRPERSON'S 
REPORT

3.O
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Andile Mahlalutye
Chairperson of the Board

OVERVIEW

It is indeed a pleasure to present the Chairperson’s 
Report for the Reporting Year ended 30 June 
2013 – a year that has been characterised by 
positive results in the face of global economic 
uncertainty. The strong fi nancial performance of 
the organisation will continue to provide future 
resiliency, whilst economic growth in South Africa 
and elsewhere further attempt to stabilise. Umgeni 
Water, for its part, continues to play a strategic 
role through the consistent implementation of 
its mandate and good performance which 
cumulatively add value to the Government’s 
developmental priority of promoting and achieving 
sustainable livelihoods in our country.

This Annual Report, for the period 1 July 2012 -
30 June 2013, encapsulates the performance 
of Umgeni Water, in line with the objectives and 
targets set in its Five-Year Business Plan. The Annual 
Report’s title, Water for Growth and Sustainable 
Development, is in itself appropriate as it gives 
meaning to the Mission and Strategic Intent of 
the organisation, and is also aligned to the Water 
for Growth and Development Framework of 
the Department of Water Affairs - the Executive 
Authority to whom the Board of Umgeni 
Water reports.

Before I proceed with a review of the key highlights 
of the past twelve (12) months, it is important to 
note that as the 2012/2013 Reporting Year came 
to a close, so did the four-year term of offi ce of the 
present Board of Umgeni Water. I would therefore 
like to take this opportunity to thank members of the 
Board for their contributions which  further 

entrenched  Umgeni Water as a sustainable 
water utility.

At the time of compilation of this Annual Report 
a decision was still being awaited on the re-
appointment - or otherwise - of serving Directors of 
the Board of Umgeni Water. In terms of the Water 
Services Act, appointment of Directors of all water 
boards is the prerogative of the Executive Authority.

Water sector institutions are constantly the centre 
of focus as vehicles that capacitate municipalities 
to provide water services to their constituencies. 
In this regard Umgeni Water’s accountability to 
its Water Services Authority (WSA) customers, the 
Ministry and Department of Water Affairs, the 
Provincial Government of KwaZulu-Natal and other 
stakeholders remained high. Expectations of the 
Executive Authority and other Stakeholders are 
clear and articulated as:
•  Alignment of Umgeni Water’s core functions and 

infrastructure development programme to
Government priorities, expressed in the twelve 
(12) outcomes of Government - seven (7) of 
which have a direct correlation with the work of 
Umgeni Water,

•  Alignment of Umgeni Water’s Five-Year Business
Plan and other strategic plans to the National 
and Provincial Development Plans,

•  An affordable tariff and adequate water 
resource provision that will enable municipalities 
to supply water cost effectively to consumers, 
including vulnerable and the presently un-served
communities, and

"Umgeni Water 
ensured there was 

engagement of 
stakeholders"

15A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3
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• Achievement of measurable results that will 
contribute to the accomplishment of 
Government outcomes. 

In the context of Executive Authority expectations, 
signifi cant movement was seen in the arena of 
institutional realignment during the fi nancial year 
under review. In this regard, two key developments 
are worth noting:
• The present twelve (12) water boards are to be

reduced to nine (9) as part of a optimisation 
exercise, and

• The mandate of water boards is to be extended 
to ensure that those with high technical capacity 
are used optimally in assisting sector institutions 
with capacity building and effective 
service provision.

As a consequence of the above, Umgeni Water has 
been requested by the KwaZulu-Natal Department 
of Cooperative Governance and Traditional Affairs 
and the KwaZulu-Natal Planning Commission to 
provide assistance in resolving water provision 
challenges that are being experienced in areas 
north of Umgeni Water’s gazetted area.  

Umgeni Water is already undertaking work south 
of the organisation’s designated service area in 
the Alfred Nzo District Municipality on behalf of the 
Department of Water Affairs. 

The positive results attained in the year under review 
are a testimony to the hard work and commitment 
of the staff of Umgeni Water. This was confi rmed 
independently when the First National Bank-
KwaZulu-Natal Top Business Portfolio Award was 
made to Umgeni Water for performance excellence 
in the regional water sector. In acknowledging 
good performance, it is also incumbent on the 
Board, as the Accounting Authority, to recognise 
the need to implement appropriate actions that 
address problems where they exist.  In relation to 
organisational challenges, I am delighted to state 
that the Board is pleased with the progress that has 
been made with the implementation of an action 
plan that addresses and responds to the outcomes 
of a no-holds-barred internal climate and attitudinal 
survey that was conducted among staff in 2012.

During the period under review the Board continued 
to work closely with the Political Leaderships of all 
six (6) WSA customers, the KwaZulu-Natal Provincial 
Government and Potential customers in order to 
jointly develop solutions for some challenges that 
had been faced and, in some instances, continue 
to be faced in the provision of water to consumers. 
Two examples are conspicuous in this regard: 
collaboration with the Ugu District Municipality in 
resolving supply-related problems that developed 
as a result of storm damage to reticulation 
infrastructure, and discussions with uThukela Water 
and its customers (Amajuba District Municipality, 
Umzinyathi District Municipality and Newcastle 
Local Municipality) on interventions to enhance bulk 
water supply. 

The following sections provide a synopsis of 
organisational performance related through 
selected strategic outcomes.

KEY HIGHLIGHTS

COMMUNITY AND 
ENVIRONMENTAL SUSTAINABILITY

In the wake of Government’s commitment to 
extend basic water services to all communities, 
Umgeni Water has accelerated the roll out of 
major infrastructure that will increase assurance 
of supply and assist in eliminating water backlogs 
within the Umgeni Water operational area and 
beyond. To this end, Umgeni Water (during 
2012/2013) committed R353million of its R4.8billion 
capital expenditure programme to developmental 
projects which began in the prior year. Progress 
spend to 30 June 2013 was R308million or 87% of 
the total developmental capex programme. The 
implementation of this programme will make it 
possible for a larger number of people to have 
easier access to safe drinking water while at the 
same time ensuring that infrastructure is in place 
to meet future economic and population growth 
projections. Key rural development infrastructure 
projects in the 2012/2013 period include:
• The Greater Eston Bulk Water Supply Scheme,
• Mhlabatshane Sub-Regional Scheme,
• Maphumulo Bulk Water Supply Scheme Phases 

1 & 2,
• Lower Thukela Bulk Water Supply Scheme,
• Richmond Pipeline, and
• uMshwathi Bulk Water Supply Scheme.

In the period under review, the Maphumulo Bulk 
Water Supply Scheme Phase 1 was commissioned. 
When all its components have been completed, 
the entire scheme will serve approximately 150 000 
people in Maphumulo and surrounding areas where, 
prior to the implementation of the project, access 
to safe drinking water had been either diffi cult 
or erratic.

It is important that in whatever Umgeni Water 
undertakes as an organisational target there has to 
be concomitant positive socio-economic impacts. 
In this regard, the infrastructure projects that were 
implemented in the current year created 538 
employment opportunities and R10.8million was 
paid in salaries and wages. In order to make future 
employment prospects easier, workers engaged for 
infrastructure development and renewal projects 
are taught new skills which will allow them to 
compete for positions elsewhere.

In line with the organisation’s commitment to 
empower small, medium and micro enterprises 
through facilitating work for them, a highly 
successful briefi ng session was held with suppliers 
– both practising and potential – to inform them 
about project opportunities that will be available to 
SMMEs in the future.



A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3 17

As the reporting year under review began, a 
structured Corporate Social Responsibility Policy was 
implemented and a Corporate Social Investment 
Committee formed to review requests for CSI 
funding. To date, eight projects have been funded, 
or are under consideration for funding, in an 
endeavour to empower marginalised communities. 

Umgeni Water’s community outreach also resulted 
in 4 362 children from seventy-two (72) educational 
institutions being hosted at the organisation’s 
water classrooms, where they learnt about Umgeni 
Water’s role in water services provision and were 
provided with information about water sector 
related careers. The Board is also delighted to report 
that a school in Molweni, Durban, Bazamile Primary 
School, which is under resourced, has received a 
fully equipped library resource centre from Umgeni 
Water. Learners at this school now have access to 
state-of-the art computers and ancillary equipment.

FINANCIAL SUSTAINABILITY
Umgeni Water is defi ned as a National Government 
Enterprise under Schedule 3B of the Public Finance 
Management Act (PFMA) which means, inter-alia, 
that it will provide goods or services in accordance 
with ordinary business principles and is fi nanced 
fully or substantially from sources other than from 
the National Revenue Fund or by way of tax, levy or 
other statutory funds. It is, therefore, important that 
Umgeni Water generates its sources of funding while 
remaining a fi nancially viable entity.

As at 30 June 2013 Umgeni Water remained in 
a sound fi nancial position and in the fi nancial 
year under review, revenue increased by 13% to 
R2.1billion, and the organisation achieved a surplus 
of R583million. This surplus will be used, among 
other, to repay debt, to maintain affordable bulk 
potable water tariffs and to fund investment in 
bulk infrastructure that will benefi t municipalities in 
meeting future demands and eliminating 
water backlogs.

However, it is important to note that in achieving the 
mandate of water service provision and elimination 
of backlogs in rural areas, the organisation will 
require the support of Regional Bulk Infrastructure 
Grant (RBIG) to co-fund the social components 
of its developmental projects. In 2012/2013, the 
organisation received R167million RBIG that it 
effectively deployed in target rural projects.

STAKEHOLDER UNDERSTANDING AND SUPPORT
Umgeni Water continues to place a high value on 
stakeholder understanding and support and on 
customer satisfaction, both of which are among the 
primary outcomes of its strategy. In the reporting 
year July 2012 to June 2013, numerous interactions 
and engagements took place with an array of 
stakeholders who form the political and executive 
management nuclei of their organisations. The 
engagements were structured in nature and set out 
to achieve, as their key outcomes, the formation of 
new relationships, consolidation of relationships and 
enhancement of existing relationships. 

Interactions took place with the following 
stakeholders:

Statutory: 
• The Executive Authority, 
• National Treasury,
• The Department of Water Affairs,
• The Portfolio Committee on Water and

Environmental Affairs,
• The Offi ce of the Premier of KwaZulu-Natal,
• The KwaZulu-Natal Department of Co-operative 

Governance and Traditional Affairs,
• The KwaZulu-Natal Planning Commission, and
• The KwaZulu-Natal MEC for Agriculture and 

Environmental Affairs.

Contracted: 
• Political Leadership (Mayor, Deputy Mayor, 

Speaker and Chair of Infrastructure Committee)
of iLembe District Municipality,

• Political Leadership (Mayor, Deputy Mayor, 
Speaker and Chair of Infrastructure Committee)
of Ugu District Municipality,

• Political Leadership (Mayor, Deputy Mayor,
Speaker and Chair of Infrastructure Committee) 
of Sisonke District Municipality,

• Political Leadership (Mayor, Deputy Mayor, 
Speaker and Chair of Infrastructure Committee)
of Msunduzi Local Municipality,

• Political Leadership (Mayor, Deputy Mayor, 
Speaker and Chair of Infrastructure Committee) 
of uMgungundlovu Local Municipality,

• Political Leadership (Mayor, Deputy Mayor, 
Speaker and Chair of Infrastructure Committee)
of eThekwini Metropolitan Municipality,

• Staff of Umgeni Water, and
• Organised labour (National, Education, Health

and Allied Workers’ Union).

Potential Customers:
• Amajuba District Municipality,
• Umzinyathi District Municipality, and
• Newcastle Local Municipality.

Other Customers:
• Alfred Nzo District Municipality, and
• Mbizana Local Municipality.

Non-Contracted:
• Media (mainstream newspapers, radio, television 

and community newspapers), and
• Civil society (supplier forum; presentation of 

Annual Report and functions to mark completion 
of construction of the Maphumulo BWSS and 
launch of construction of the Greater Eston BWSS 
and Richmond Pipeline).

In support of Government’s objective of regional 
integration, deliberations were held with the 
Empresa De Aguase Sanemento (Water and 
Sanitation Company of Benguela, Angola) and 
Athi Water of Nairobi, Kenya. The relationship with 
Empresa De Aguase Sanemento is likely to be 
formalised through the signing of a Memorandum 
of Understanding. As an outcome, all the 
engagements were positive.
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CORPORATE GOVERNANCE
Board and Board Committee meetings were held 
according to the organisational Business Cycle and 
were well attended. (Full details are provided in 
the Corporate Governance chapter of this Annual 
Report). The critical issues that were dealt with 
were the formulation of organisational strategy, 
oversight of organisational performance and the 
expectations of the Executive Authority, among 
others. Members of the Board have skills that 
are put to good use in providing leadership and 
guidance in the development of strategy. This is a 
clear indication that the Board is functioning at a 
strategic level, and in line with its mandate.

All corporate governance requirements were 
adhered to, together with compliance with 
the Water Services Act (No. 108 of 1997) and 
Public Finance Management Act (No. 1 of 1999), 
internal policies and King III Code of Governance 
Principles, 2009. As part of continuous focus on 
good governance, performance evaluations 
are conducted for Board members through 
a combination of self-assessment and peer 
review. The performance of the Board and Board 
Committees are also assessed and the evaluation 
reports that emerge from this process are submitted 
to the Minister of Water and Environmental Affairs.

RISKS, CHALLENGES AND OPPORTUNITIES
By the time this Annual Report is published, the 
General Manager: Finance, Nica Gevers, will have 
left the organisation due to her contract reaching 
its end. On behalf of the Board, I want to thank 
her for her contribution to Umgeni Water, both as 
General Manager: Finance and for a period as 
Acting Chief Executive. I am pleased to announce 
that the process for the selection of Ms Gevers’ 
successor has been completed, culminating in 
the appointment of Thami Hlongwa as General 
Manager: Finance. I want to extend a warm 
Umgeni Water welcome to him.

Four key strategic thrusts have been set for the year 
ahead and beyond:
• Identify and evaluate new business opportunities, 
• Enhance the current level of organisational 

performance,
• Strengthen relationships with all stakeholders, and
• Continue to enhance the position of the 

organisation as the leader of the water sector in
KwaZulu-Natal.

Under the guidance of the Board, Umgeni Water 
will accelerate the above with the implementation 
of appropriate strategies. Key among the initiatives 
is the development of a focused growth and 
expansion strategy and a series of high-level 
engagements with stakeholders in all three tiers 
of Government and with potential customers. 
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The acquisition of new customers outside of the 
traditional area of supply will provide an increased 
footprint for the organisation in KwaZulu-Natal and 
in this way increase access to water for growth and 
development in KwaZulu-Natal.

Umgeni Water will continue to provide infrastructure 
that will assist municipalities to extend water 
supply to backlog areas. Until now, many rural 
projects have been fi nanced through a mix of 
grant funding and the balance sheet. The nature 
of developmental projects makes cost recovery 
near impossible or beyond the 20-year horizon for 
break-even. Therefore, it becomes necessary for 
impairments to be made annually which impact 
on the balance sheet. In circumstances of this sort, 
grant funding becomes the most practical alternate 
model for project implementation. 

Finally, the year under review had been punctuated 
by achievements and some challenging times. It 
is not extraordinary, though, to have a mix of both 
as most sectors – essential services and others – 
experience in their daily activities both highs and 
lows. It is the ability to manage and mitigate both 
that is the hallmark of effective leadership. As the 
Board, we are able to state unequivocally that 
Umgeni Water continues to make a signifi cant 
contribution to this Province and to the lives of the 
people who live in it.
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"Umgeni Water 
continues to provide 

excellent quality drinking 
water to customers and 
communities it serves."

Mr Cyril Vuyani Gamede
Chief Executive

It’s been a year since I commenced my duties as 
Chief Executive of Umgeni Water. I have found 
the organisation to be a well performing and a 
dynamic institution that is responsive to change 
and eager to deliver increased levels of service 
to its customers, communities and stakeholders. 
New initiatives introduced into the organisation 
have been taken up with passion and has 
stimulated robust debate and engagement 
that are testament to the high levels of maturity, 
commitment and capability that reside within 
Umgeni Water.

It is therefore a reasonable expectation that the 
organisation has improved and excelled in its 
performance during this period, achieving an 
overall performance of 91%.  This was specifi cally 
made possible through focusing the organisation’s 
resources and activities in the year on the critical 
areas. The detailed performance information is 
presented in a separate chapter and throughout 
this annual report with the key highlights 
presented here.

PRODUCT QUALITY
Umgeni Water continues to provide excellent quality 
drinking water to customers and communities 
they serve.  The year has been remarkably free of 
undesirable water quality incidents. This is evidence 
of operational excellence at Umgeni Water 
supported by the focused asset management 
programme that was implemented in the year.  
Umgeni Water invested R152million specifi cally 
in asset maintenance and renewals at its water 
treatment sites.  Equally, wastewater quality has 

met the standard targeted, whilst the organisation 
progresses with implementing its multi-year projects 
to refurbish and upgrade wastewater treatment 
works to attain Green Drop certifi cation.

CUSTOMER SATISFACTION
Umgeni Water focused its customer engagement 
sessions on issues of effi ciency, effectiveness and 
growth.  The organisation is committed to ensuring 
the long-term sustainability of bulk water services 
delivery for each customer area. Umgeni Water 
has embarked on initiatives that seek to reduce 
ineffi ciencies and advance mutual value creation 
through further growth and expansion.  Customer 
satisfaction was assured in the year through 
meeting all requirements of bulk supply agreements.  
Of note was the signing of the long outstanding bulk 
supply agreement with the Msunduzi Water Services 
Authority. Volumes totalling 423million cubic metres 
(1 159Ml/d) were reliably supplied to six major water 
service authority customers.  At the same time, the 
organisation treated and discharged 31.8million 
cubic metres (87Ml/d) of wastewater back into 
watercourses.

STAKEHOLDER UNDERSTANDING AND SUPPORT
Umgeni Water engaged all stakeholders during the 
year in order to maximise value to the customers. 
The economy of scale concept was the main focus 
to the customers. A win-win approach was also 
pivotal to the success of engagement with our 
customers. Details of specifi c stakeholder events 
have been fl uently outlined by the Chairman in his 
report and detailed throughout this annual report. 
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COMMUNITY AND 
ENVIRONMENTAL SUSTAINABILITY

Umgeni Water revised and enhanced its approach 
to BBBEE to expand and improve implementation 
through the introduction of Contract Participation 
Goals (CPGs). There was wide acceptance and 
commitment to the approach by stakeholders 
both internally and externally. The CPG concept 
was successfully included in thirty-nine (39) project 
contracts concluded in the year. Umgeni Water 
is also encouraging women to participate in 
engineering and contracting projects. There is 
visible empowerment of black companies since the 
introduction of this approach. 

INFRASTRUCTURE STABILITY
Critical bulk supply infrastructure required by the 
organisation was identifi ed, aligned, prioritised, 
funded and implemented as part of the 
organisation’s capital infrastructure programme 
in line with strategy and the business plan. Critical 
refurbishment and upgrades of major treatment 
works and other bulk infrastructure were planned 
and executed during the year. This is a commitment 
to our existing customers whilst pursuing the roll 
out of infrastructure in rural areas. R2.3billion (47%) 
of Umgeni Water’s R4.8billion capital programme 
targets rural access.  

In 2012/2013 specifi cally, Umgeni Water 
spent R612million on bulk water infrastructure 
development (R465million in 2011/2012) of which 
R308million (50%) was spent on bulk infrastructure 
projects for rural expansion.  

The four (4) major projects completed in 
2012/2013 include:
• The bulk potable water pipeline in the north coast 

from Hazelmere to La Mercy serving iLembe 
District  Municipality and the KwaZulu-Natal North 
Coast areas (which was completed in 
November 2012),

• The booster pump station augmenting the South 
Coast bulk potable supply,

• The upgrade of Maphephethwa Water 
Treatment Works, serving the rural areas of 
Greater Maphephethwa in the Inanda area, 
which is within the eThekwini Metropolitan 
Municipality. This was partially commissioned in 
December 2012 with increased treatment 
capacity from 1.5 to 4Ml/d, and

• The Maphumulo Bulk Water Supply Scheme 
Phase 1, serving the iLembe District Municipality 
and KwaMaphumulo, Mandini, Ndwedwe and 
KwaDukuza Local  Municipalities.

Six (6) major projects are in construction, including:
• The bulk potable water pipeline from Richmond 

off-take to Umlaas Road (’61 Pipeline 
augmentation) serving uMgungundlovu District 
Municipality and eThekwini Metropolitan 
Municipality,

• The gravity main pipeline component of the 
Lower Thukela Bulk Water Supply Scheme from 
north of Durban to the uThukela River, serving the 
iLembe District Municipality and KwaZulu-Natal 
North Coast,

• The Greater Eston Bulk Water Supply Scheme 
Phase 3 serving the uMgungundlovu District 
Municipality, Mkhambathini and Richmond 
Local Municipalities, 

• The Maphumulo Bulk Water Supply Scheme Phase 
2, the Imvutshane Dam, serving the iLembe District
Municipality and KwaMaphumulo, Mandini, 
Ndwedwe and KwaDukuza Local  Municipalities,

• The dam and water treatment works for the 
Greater Mbizana Regional Bulk Water Supply 
Scheme. Umgeni Water is implementing the 
scheme in support of rural development in the 
Eastern Cape area, and  

• The Hazelmere Water Treatment Works 
capacity upgrade.

Four (4) key projects in award and tender in 
2012/2013 include:
• The Richmond Bulk Potable Water Pipeline serving 

the Msunduzi Local  Municipality and 
uMgungundlovu District  Municipality for which 
the Reservoir contract was awarded and 
the pump station contract is about to be 
awarded. Completion is planned for August 2015,

• The Mhlabatshane Bulk Water Supply Scheme 
serving Ugu District Municipality and ten tribal 
authority areas for which contracts for the 
construction of the Water Treatment Works 
and Reservoirs and Pump Station are in 
evaluation. Completion is expected in April 2014, 

• The Lower Thukela Bulk Water Supply Scheme 
mechanical, electrical and instrumentation 
contract was awarded and the abstraction weir 
and water treatment works tenders are in 
adjudication, and

• The Darvill Wastewater Treatment Works upgrade 
serving the Msunduzi Local Municipality.

WATER RESOURCES ADEQUACY
Underpinning sustainability of Umgeni Water’s 
business is security of water supply resources.  
Notwithstanding management of water loss, 
Umgeni Water has identifi ed a mix of supply sources 
for which key projects and progress in 2012/2013 
include:
• Imvutshane Dam (UW) construction,
• Spring Grove Dam (DWA-TCTA) partial completion

with impoundment in progress.
• Mkomazi Project (DWA) detailed feasibility study,
• Hazelmere Dam raising (DWA) detailed design,
• Darvill WWTW Reuse project feasibility study, and
• East Coast Region Desalination feasibility study.
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LEADERSHIP AND EMPLOYEE DEVELOPMENT
Umgeni Water is targeting a focused programme 
to build leadership, management and functional 
competence in the organisation. The development 
of technical skills is also a key focus due to the 
nature of Umgeni Water’s business. 

Progress and status of the technical skill programme 
in 2012/2013 include:
• Forty-seven (47) learners in Umgeni Water’s 

Learnership and Apprenticeships programme 
completing level 4 (fi nal level) of the programme. 
Electrical Engineering and Instruments trainees 
have completed and passed trade tests and 
are employed as Artisan Trainees, whilst 
Mechanical Engineering learners are to complete 
trade tests early in 2013/2014 following which they 
will be absorbed as Artisan Trainees,

• Fifty (50) employees on the Umgeni Water assisted 
education programme of which 45% are enrolled 
in programmes that are directly targeting critical 
and scarce skills for the organisation,  

• Seven (7) graduates enrolled in engineering, 
science and other required professional fi elds 
in the organisation.  Umgeni Water’s graduate 
trainee programme is a two-year mentorship 
programme aligned to guidelines provided by 
professional registration bodies, such as, South 
African Council for Natural Scientifi c Professions,  

• Thirteen (13) students from the Institute of Higher 
Learning were recruited into the Work Integrated 
Learning Programme, which is a one-year 
mentorship programme that provides continuous 
integrated theoretical and practical learning 
experience.  The students are exposed to learning 
in Laboratory/Analytical methods and Process 
Control.  Students trained by Umgeni Water are 
generally successful in gaining employment 
within Umgeni Water or elsewhere in the sector 
following completion of development 
programmes, and

• Forty-four (44) trainees enrolled, in partnership 
with National Treasury in the graduate 
development programme for engineers, 
technologists, process controllers and technicians. 
Specifi c objectives are to meet skills shortages 
in KwaZulu-Natal municipalities and neighbouring 
OR Tambo District Municipality. The fi rst batch of 
certifi cations for this fi ve-year programme is 
expected in 2014/2015.

OPERATIONAL RESILIENCY
The organisation’s strategic risks are clearly mapped 
to the organisation’s strategy and have all been 
reasonably eliminated/mitigated.  All nine (9) of 
the organisation’s strategic risks are within the 
organisation’s risk tolerance level. 

Umgeni Water’s Laboratory Services is a dynamic 
centre of excellence comprising of three modern 
accredited laboratories in Chemistry, Microbiology, 
and Hydrobiology with a long established 
reputation of meeting international standards.  
Modern analytical techniques and a team of fi fty-
seven (57) highly skilled and dedicated scientists 
and technicians enable world-class water quality 
testing to be undertaken 365 days a year.

Umgeni Water has an organisation-wide and 
holistic ICT management approach in place that 
aligns information and communication technology 
systems to business strategies, thereby supporting 
information requirements and decision-making 
capabilities of the organisation. 

Umgeni Water also approved an Innovation 
Policy, which will provide a favourable corporate 
environment for employees to work differently and 
more creatively. 

OPERATIONAL OPTIMISATION
Water resources were used assiduously during the 
year. Water balancing and water loss management 
measures were instituted in treatment systems that 
enabled Umgeni Water to maintain its total water 
loss level below the target 5%.

Umgeni Water is currently investigating the 
option of treating domestic sewage from its 
Darvill Wastewater Treatment Works to potable 
standards. A full feasibility study of this scheme will 
be undertaken before any decision is made on 
whether or not to proceed with the project. The 
feasibility study for this wastewater reclamation 
project will be completed in 2014.

The main initiative to reduce Umgeni Water’s 
carbon footprint, is the development of an 
electricity co-generation plant at the Darvill 
Wastewater Treatment Works. The energy 
generation system will comprise a biogas pre-
treatment unit and two generators. The plant will 
utilise the methane gas generated in the bio-
digesters to produce electricity. Preliminary studies 
indicate that approximately 40% of the total energy 
requirement of the wastewater treatment works 
can be generated from this source.
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FINANCIAL VIABILITY
Umgeni Water achieved positive results in the year 
due to sound fi nancial management coupled with 
higher than expected growth in bulk water sales 
volumes.  A revenue of R2.1billion was generated 
(2012: R1.85billion) and yielded a surplus of 
R583million.   

Chemicals, energy, maintenance, raw water and 
staff costs which account for 72% (2012: 62%) of 
cost of sales remain the main cost drivers for the 
organisation, which, including the capital unit 
charge (CUC) for Spring Grove dam, increased by 
41%.  Excluding the CUC these costs increased by 
an average of 8% in 2012/2013.

Umgeni Water has continued to strengthen its 
balance sheet which allows for delivery of its future 
capital expenditure programme of growth and 
expansion.  

The earned surplus for the year will be invested in 
support of the organisation’s R4.8billion capital 
infrastructure programme, and debt reduction. 

The organisation has maintained its reputation 
as a fi nancially viable entity that continues to 
create value for its customers and shareholders. Its 
existence is important as a strategic supplier of bulk 
water services to local government. It is also vital 
that Umgeni Water maintains its positive rating 

by fi nancial agencies in order to continue raising 
money for infrastructure projects that will benefi t the 
municipalities and the economy.

CONCLUSION
A new and refreshing way of working has been 
introduced in the organisation. The new approach 
emphasises leadership and accountability that 
is underpinned by empowerment. The culture 
change bodes well for the future and also provides 
a perfect launching pad for Umgeni Water’s growth 
phase.   

The accomplishments of 2012/2013 are due to 
the widespread support and commitment of all 
stakeholders to the organisation’s objectives and 
plans. I thank the Board, EXCO, management, 
employees and the union, whose collective 
contribution led to the excellent performance 
reported.  

Mr Cyril Vuyani Gamede
Chief Executive
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BOARD
Umgeni Water has a unitary Board comprised 
of thirteen (13) non-executive Board members 
and one (1) Executive Board member, the Chief 
Executive. The roles of the Chairman and that of 
the Chief Executive are separate as recommended 
in the King III Report on Corporate Governance 
(hereinafter referred to as “King III”) to ensure 
the independence of the two positions and the 
clear defi nition of roles and responsibilities. The 
Chairperson of the Board and all other Board 
members (with the exclusion of the Chief Executive 
and one non-executive director), are independent 
non-executive directors in the manner described 
in King III. All Board members execute their legal 
duties in a professional manner, with integrity and 
enterprise. In terms of the Water Services Act 
(No. 108 of 1997), Board members (save for the 
Chief Executive who is appointed by the Board) 
are appointed by the Minister of Water and 
Environmental Affairs. The list of Board members is 
shown in Table 5.1.

The Board is accountable for the leadership and 
control of Umgeni Water. Its responsibilities include 
the development, review and monitoring of 
strategic objectives, the approval of major capital 
expenditure, risk management and monitoring of 
operational and fi nancial performance.    

The government of the Republic of South 
Africa, represented by the Minister of Water and 
Environmental Affairs, and the Department of Water 
Affairs, is the sole shareholder of Umgeni Water. 

The Board concluded a shareholder compact with 
the Executive Authority, the Minister of Water and 
Environmental Affairs for the 2013/2014 fi nancial 
year and will continue to actively engage with 
the shareholder through various forums during 
2013/2014. 

A Board Charter (reviewed in 2012) provides a 
framework for fi duciary duties, responsibilities and 
overall functioning of the Board. The Board Charter, 
is read in conjunction with the Public Finance 
Management Act (No. 1 of 1999), as amended 
together with Treasury Regulations (GG 27338) and 
as amended from time to time, the Water Services 
Act (No. 108 of 1997), as amended, and King III.

Non-executive directors receive no signifi cant 
benefi ts other than a cell phone allowance and 
directors’ fees. Directors’ fees are determined by 
the Minister of Water and Environmental Affairs on 
an annual basis and therefore no Board member 
is involved in determining their own remuneration. 
Directors’ remuneration is fully disclosed in this 
annual report on page 123.

The Board has established three committees to assist 
it in discharging its responsibilities, namely: 
• Audit Committee,
• Capital Projects, Fixed Assets and Procurement 

Committee, and
• Human Resources and Remuneration 

Committee.

5.1 COMPOSITION AND FUNCTIONING OF THE BOARD
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Table 5.1: Current Board and Committee Memberships

Board Member Gender Audit REMCO Capex

1. Mr  A Mahlalutye1 M

2. Prof I Vally2 M

3. Mr V Gounden M

4. Ms T  Shezi F

5. Ms N  Afolayan3 F

6. Ms Z Mathenjwa F

7. Dr T Dube F

8. Ms N Chamane4 F

9. Mr V Reddy M

10. Mr G Atkinson M

11. Mr T Nkhahle M

12. Mr I Nxedlana M

13. Mr Thabani Zulu M

14. Mr C Gamede5 M

1 Chairman 4 Human Resources and Remuneration Committee Chairman
2 Audit Committee Chairman 5 Chief Executive
3 Capex, Fixed Assets and Procurement 

Committee Chairman
Member

Figure 5.1: Board Member (a) Age, (b) Race and (c) Gender Profi les

(a) Board Member Age Profi le      (b) Board Member Race Profi le

36-40

41-45

46-50

51-55

56-60

71-75

3

2

2

2

1

4

Age Range

Indian, 3 (21%)

White, 1 (7%)

Female, 5 
(36%)

Male, 9 
(64%)

African, 10 
(72%)

(c) Board Member Gender Profi le
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Table 5.2: Board Meeting Attendance in 2012/2013

Board Member

Board

Meeting Attendance

Board

Strategy

Special Board 

Meeting

Site Visits

1. Mr A Mahlalutye1 M ≠ ≠

2. Prof I Vally2 M ≠

3. Mr V Gounden M ≠ ≠ ≠ ≠

4. Ms T  Shezi F ≠

5. Ms N  Afolayan3 F ≠ ≠ ≠

6. Ms Z Mathenjwa F ≠ ≠ ≠

7. Dr T Dube F

8. Ms N Chamane4 F ≠

9. Mr V Reddy M

10. Mr G Atkinson M

11. Mr T Nkhahle M ≠

12. Mr I Nxedlana M ≠ ≠ ≠ ≠

13. Mr T Zulu M ≠ ≠

14. Ms N Gevers5 F - - - - - ≠ -

15. Mr C Gamede6 M - - - -

1 Chairman - Not a member
2 Audit Committee Chairman Attendance
3 Capex, Fixed Assets and Procurement Committee Chairman ≠ Absence with apology
4 Human Resources and Remuneration Committee Chairman
5 Acting Chief Executive from 01-Jul-2012 to 19-Aug-2012
6 Chief Executive – Appointed 20-Aug-2012
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SUMMARY OF BOARD AND COMMITTEE 
MEETINGS AND ATTENDANCE IN 2012/2013 

Board and Board Committee meetings were held 
according to the organisational Business Cycle 
and were well attended. The average per cent 
attendance for 2012/2013 was 87%, comprising:
• 86% for Board: Five (5)normal meetings, two (2)

special meetings, one (1) strategy session and 
two (2) site visits,

• 74% for Audit Committee: Six (6) normal meetings,
• 93% for HR and Remuneration Committee: Five (5)

normal meetings, one (1) special meeting,
• 88% for Capital Projects, Fixed Assets and 

Procurement Committee: Six (6) normal meetings, 
and

• 100% for Governance Committee. Two (2)
normal meetings.

PERFORMANCE MANAGEMENT
The critical issues that were dealt with were the 
formulation of organisational strategy, oversight of 
organisational performance and the expectations 
of the Executive Authority, among others. As 
recomended by King III the Board evaluates the 
performance of all divisions including the fi nance 
division. This was done twice in the reporting year.
The Members of the Board have skills that were put 
to good use in providing leadership, guidance and 
directing strategy during the period. Overall the 
Board functioned at a strategic level and delivered 
outputs in line with its mandate.

BOARD COMMITTEES
The Board Committees are formally constituted 
and are chaired by non-executive Board members. 
The Board Committees assist the Board in the 
performance of duties and enables effective 
decision-making through providing more detailed 
attention to matters within the terms of reference.  

The committees report to the Board on activities at 
every meeting. In terms of the Water Services Act, 
the Board is authorised to delegate powers to the 
Committees established by the Board. The functions 
and powers delegated to Committees are set out 
in the written Terms of Reference which are formally 
approved by the Board.
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Table 5.3: Audit Committee Meeting Attendance 2012/2013

Members

Committee Meetings

Prof I Vally1 ≠

Ms N  Afolayan ≠ ≠

Mr I Nxedlana ≠ ≠ ≠

Mr T Nkhahle ≠

Ms Z Mathenjwa ≠ ≠

Dr T Dube

Mr T Zulu ≠ ≠

1 Chairman
Attendance

≠ Absence with apology
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AUDIT COMMITTEE
The Committee consists of seven (7) non-executive 
Board members and its chairman is Professor 
Imtiaz Vally.

The Committee is mandated to achieve the highest 
level of fi nancial management, accounting and 
reporting to the shareholder and to meet the 
requirements prescribed in section 51(1)(a)(ii) and 
76(4)(d) of the Public Finance Management Act 
(No. 29 of 1999), as well as Treasury Regulations, 
2005 (Chapter 27.1). The Audit Committee further 
performs a critical function of risk management 
by ensuring the effectiveness, quality, integrity 
and reliability of Umgeni Water’s risk management 
processes.

The terms of reference of the Audit Committee 
takes into account the recommendations in 
King III, the Companies Act (No. 71 of 2008), the 
Public Finance Management Act (No. 29 of 1999) as 
amended and Treasury Regulations, 2005, to ensure 
alignment to best practice and legislation.  

The Ethics Committee and Corporate Risk 
Committee also report through the Audit 
Committee.

ETHICS COMMITTEE
King III and the Companies Act No. 71 of 2008, read 
in conjunction with regulation 43 of Companies 
Regulations, oblige all state-owned enterprises 
to establish a Social and Ethics Committee. In 
2012/2013 Umgeni Water established an Ethics 
Committee with a mandate to promote ethical 
behaviour, which includes preventing incidences 
of fraud, bribery and other corrupt activities and 
to monitor the organisation’s compliance with 
relevant social, ethical and legal requirements 
and best practice codes. The establishment of the 
committee shows a deepened commitment by 
Umgeni Water as a responsible corporate citizen to 
all its stakeholders.

The Ethics Committee has an Independent 
Chairperson - who is neither a member of 
management nor a member of the Board. 
The Ethics Committee reports matters within its 
scope of mandate to the Board through the 
Audit Committee. 

In the 2012/2013 period Umgeni Water developed 
and communicated a new Code of Ethics which 
establishes a set of principles to promote and 
encourage ethical behaviour and decision-making 
by all employees, board members and stakeholders.

Umgeni Water continues to provide an external 
whistle-blowing hotline service managed by an 
external service provider. This facility provides an 
anonymous and confi dential communication 
channel for all customers and stakeholders to 
report perceived misconduct or observed unethical 
conduct. All hotline calls are investigated and 
appropriately followed through using a fraud 
assessment protocol developed for this purpose.  
Information is further used to improve internal 
controls to ensure fraud is addressed appropriately 
and timely.
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CORPORATE RISK COMMITTEE
The Corporate Risk Committee, which comprises 
a member of the Audit Committee, the Chief 
Executive, the Executive Management, the 
Company Secretary and the Risk Manager, assists 
the Audit Committee in discharging its duties 
relating to implementation of the integrated risk 
management framework.

INTERNAL CONTROL
The Board is accountable for the system of internal 
control. Umgeni Water policies, procedures, 
structures and delegation of authority frameworks 
clearly defi ne and provide appropriate levels of 
responsibility.

The internal control systems are designed to provide 
reasonable assurance that assets are safeguarded 
and that liabilities and working capital are effi ciently 
managed. Principal features of the organisation’s 
internal fi nance controls are:
• A system of fi nancial planning, budgeting and 

reporting which allows continuous monitoring 
of performance, 

• A materiality and signifi cance framework,
• Clearly-defi ned delegations of authority,
• The establishment of a short, medium and 

long-term funding strategy,
• The tariff model which determines the fi nancial 

impact of capital expenditure and the bulk 
water tariff on Umgeni Water’s debt curve, and 

• Established policies and procedures. 

To assist the Board in the discharge of its 
responsibilities, Internal Audit undertakes 
an independent assessment of the internal 
control systems and business risks and reports 
to the Board through the Audit Committee. 
SizweNtsalubaGobodo were the internal auditors for 
the reporting period and has membership with the 
Institute of Internal Auditors South Africa (IIA SA). The 
audit plan covers major fi nancial and commercial 
risks and responds to any changes emanating 
from Umgeni Water’s integrated risk management 
process.

INTERNAL AUDIT
Internal Audit is an independent outsourced 
assurance function, for which the purpose, 
authority and responsibility is formally defi ned 
in a charter approved by the Board in line with 
stipulations of the Institute of Internal Auditors. In 
line with the requirements of the Public Finance 
Management Act (PFMA) and Good Governance, 
the internal auditors give the audit committee and 
management assurance on the appropriateness 
and effectiveness of internal controls.

The internal auditors report regularly to the Audit 
Committee and have unrestricted access to the 
Committee chairman. An internal audit charter has 
been approved by the Committee.

As at 30 June 2013 there were three (3) unresolved 
internal audit fi ndings:  
• One (1) fi nding relating to elements of the 

human resources strategy not being approved, 
• One (1) fi nding relating to environmental 

compliance system, and 
• One (1) fi nding relating to adequacy of capital 

expenditure planning inputs for management of
operational assets.

Action plans are in place to address all key internal 
audit issues.  The resolution of these will be achieved 
with implementation of action plans during 
2013/2014.

EXTERNAL AUDIT
The Auditor-General South Africa is the external 
auditor and is responsible for undertaking 
procedures to obtain audit evidence about the 
amounts and disclosures in the consolidated 
fi nancial statements, the report on predetermined 
objectives and compliance with laws and 
regulations applicable to the entity. This is based on, 
amongst other:
• Assessment of the risks of material misstatement 

of the consolidated fi nancial statements, the 
report on predetermined objectives and 
material non-compliance with laws 
and regulations,

• Considering internal controls relevant to Umgeni 
Water’s preparation and fair presentation of the 
fi nancial statements, the report on predetermined 
objectives and compliance with laws and 
regulations,

• Evaluating the appropriateness of accounting 
policies used and the reasonableness of 
accounting estimates made by Management, 
and 

• Evaluating the appropriateness of systems and 
processes that ensure the accuracy and 
completeness of the fi nancial statements, the 
report on predetermined objectives and 
compliance with laws and regulations.

The external auditors express an opinion on the 
consolidated fi nancial statements and report on 
fi ndings relating to their audit of the report on 
predetermined objectives and compliance with 
material matters in laws and regulations applicable 
to the entity. 
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REMUNERATION AND HUMAN RESOURCES 
COMMITTEE

This Committee comprises of six (6) non-executive 
directors and the Chief Executive and its 
chairperson is Ms Nompumelelo Chamane.

The Committee reviews and recommends to the 
Board all matters relating to:
• Human Resources policies, organisational 

structure and compliance with the Employment 
Equity Act, (No. 55 of 1998) and other 
labour legislation,

• Conditions of employment of executive 
management,

• Appointment of the Chief Executive and 
members of executive management,

• Remuneration packages for the Chief Executive, 
members of executive management and staff,

• Succession planning for executive management,
• Policies and practices for Performance 

Management, and
• Special rewards recommended by the 

Chief Executive. 

CAPITAL PROJECTS, FIXED ASSETS AND 
PROCUREMENT COMMITTEE

This Committee comprises nine (9) non-executive 
Board members and the Chief Executive and its 
chairperson is Ms Nombuso Afolayan.

The Committee assists the Board with capital 
expenditure programme related decisions, 
recommends Procurement Policies to the Board 
for approval and approves the release of capital 
expenditure above executive management’s 
delegated authority but within the Committee’s 
delegated authority. 

It ensures that the organisation’s supply chain 
policy and procedures are equitable, transparent, 
competitive and cost effective. Contracts which 
exceed the Committee’s Delegation of Authority 
are referred to the Board for approval. The 
Committee reviews and recommends amendments 
to the limits in the delegation of authority, relating 
to budget approvals for capital projects and 
procurement, to enable management to expedite 
the implementation of projects. 

Table 5.4: Human Resource and Remuneration Committee Meeting attendance 2012/2013

Members

Committee Meetings Special Meeting

Ms N Chamane1

Ms T Shezi

Mr V Gounden ≠ ≠

Ms Z Mathenjwa

Mr G Atkinson

Mr V Reddy

Mr C Gamede ≠

1 Chairman
Attendance

≠ Absence with apology
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Table 5.5: Capital Projects, Fixed Assets and Procurement Committee Meeting Attendance 2012/2013

Members

Committee Meetings

Ms N Afolayan1 ≠ ≠

Ms T Shezi

Mr G Atkinson

Mr T Nkhahle ≠

Ms N Chamane

Dr T Dube ≠ ≠

Mr I Nxedlana ≠ ≠

Mr V Reddy

Mr T Zulu ≠ ≠

Ms N Gevers2 - - - - -

Mr C Gamede3 -

1 Chairperson
2 Acting Chief Executive – 01-Jul-2012 to 19-Aug-2012
3 Chief Executive from 20-Aug-2012

Attendance
≠ Absence with apology

GOVERNANCE COMMITTEE
The Governance Committee comprises four (4) 
non-executive Committee Chairs and its chairperson 
is Mr Andile Mahlalutye. 

The Committee meets on an ad-hoc basis and 
assists the Board in monitoring and assessing the 
performance of executive management to ensure 

that performance objectives and targets are 
met. Performance results are considered by the 
Human Resources and Remuneration Committee in 
determining the remuneration of the Chief Executive 
and other executives to be recommended to the 
Board for approval. 
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Table 5.6: Governance Committee Meeting Attendance 2012/2013

Members

Committee Meetings

Mr A Mahlalutye (Chairman of the Board)

Ms N Chamane (REMCO Chairperson)

Ms N Afolayan (Capex Committee Chairperson )

Prof I Vally (Audit Committee Chairperson)

Attendance
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DELEGATION OF AUTHORITY
A comprehensive delegation of authority framework governs the authority levels for the Board and 
management. These are exercised through various board and management committees. 
The Board reviews the framework regularly.

BOARD MEMBERS 
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Back Row (from left to right): Mr Graham Atkinson, Mr Thabani Zulu, Prof Imtiaz Vally, 
Ms Nompumelelo Chamane, Ms Nombuso Afolayan

Front Row (from left to right): Ms Thokozile Shezi, Mr Vasu Gounden, Dr Takalani Dube, 
Mr Mulalo Razwinani (Company Secretary), Mr Andile Mahlalutye,
Mr Cyril Gamede, Ms Ziphozethu (Gabsie) Mathenjwa, Mr Teboho Nkhahle,
Mr Ike Nxedlana, Mr Visvin Reddy
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MR ANDILE MAHLALUTYE
MA Financial Management (London); MBL (UNISA); 
Graduate Diploma in Company Direction (GIMT); 
BSc Quantity Surveying (UCT); Certifi cate in NGO 
Development and Management (Israel);  A Project 
Management Professional (PMP) & Professional 
Quantity Surveyor (PrQS) ; Programme Certifi cate 
on Economic Regulation from the London School of 
Economics and Political Science.

Appointed for 1st Board term in June 2009.
Non-executive Chairman of Umgeni Water Board 
since 2009; MD Ubudlelwane Capital Investments 
since 2010; Mvula Trust CEO from 2007 to 2010;   
Coega Development Corporation Executive from 
2003 to 2007; General Manager/Project Leader 
with Blue IQ from 2000 to 2003; A member of the 
Gauteng Gambling Board since 2011; A member of 
North West Provincial Audit Committee since 2009.

PROF IMTIAZ VALLY
Master of Accountancy; Chartered Accountant 
(SA); Chartered Management Accountant (ACMA).  

Appointed for 1st Board term in June 2009.
Chairman of Umgeni Water Board Audit Committee 
since 2009; Professor of Management Accounting 
and Finance at UKZN.  Member of Board of Trustees 
of UKZN Retirement Fund. 

MS THOKOZILE SHEZI 
BSc Social Psychology and Education; MA in 
Measurement and Evaluation; Management 
Development Diploma (Wits); Project Management 
Certifi cate (University of Pretoria).

Appointed for 2nd Board term in June 2009. 
Senior Manager KZN Department of Agriculture, 
Environment and Rural Development; Non-
Executive Director KZN Playhouse Company.

 MS NOMBUSO AFOLAYAN
MBA (Finance) Luton University; Executive 
Leadership Development (UCT); Organisational 
Development Practitioner.

Appointed for 2nd Board term in June 2009.
Chairperson of Umgeni Water CAPEX Committee 
since 2009. Founder and Executive Chairperson of 
FS Capital Investments;  Chairperson of KwaZulu-
Natal Sharks Board; Non-Executive Director at Ithala 
Development Finance Corporation; Executive at 
multinational shipping, maritime and petroleum 
companies in African markets.

DR TAKALANI DUBE
MBChB, Medical (UKZN); Diploma in Anaesthesia 
(DASA); Diploma in Health Services Management 
(UKZN); Certifi cate in Business Development and 
Management (eThekwini Business Development); 
Postgraduate Diploma in HIV Management in the 
Workplace (Stellenbosch University).

Appointed for 1st Board term in June 2009.
Director of eThekwini Community Church since 
2005; Founder and President of Centre of HOPE 
(HIV and Community Development Organisation) 
since 2000; President of Women of Virtue (Women 
Empowerment and Investment Organisation) since 
2002.

MR GRAHAM ATKINSON
BSc Civil Engineering (UKZN); Post-Graduate 
Diploma in Town and Regional Planning (UKZN).

Appointed for 1st Board term in June 2009.
Member of KZN Planning and Development 
Commission from 1998 to 2004; City Engineer of 
Pietermaritzburg from 1977 to 1986;  Chief Executive 
of Umgeni Water from 1987 to 1994; Board Member 
of Umgeni Water from 1978 to 1986; Honorary 
Member of the Water Institute of Southern Africa 
(WISA) since 2002; Honorary member of the former 
Union of African Water Suppliers (UADE).

MS NOMPUMELELO CHAMANE
Appointed for 1st Board term in June 2009.
Chairperson of Umgeni Water Board HR and 
Remuneration Committee since 2009.  Councillor 
with eThekwini Municipality.  Experienced liaison 
offi cer with provincial structures of COSATU.  
Member of Albert Luthuli Hospital Committee. Board 
member of EU-funded Cato Manor Development 
Association (CMDA); Chairperson of Finance 
Committee of St Benedict Catholic Church.

MR VISVIN REDDY
Educator (Mathematics & Computer Science) by 
profession. Various Diplomas and Certifi cates in 
Management and Communications.

Appointed for 1st Board term in June 2009.
Seventeen years local government experience. 
Served on the Executive Committee of eThekwini 
Metropolitan Municipality as well as Chairman of 
the Infrastructure Committee.  A member of various 
community bodies. 
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MR VASU GOUNDEN
MA Law (LLM) (Georgetown University); Graduate 
of Harvard / Wits Business School Senior Executive 
Programme. 

Appointed for 3rd Board term in June 2009.
Founder and Executive Director of the African 
Centre for the Constructive Resolution of Disputes 
(ACCORD) since 1992; Member of the International 
Advisory Board of the International Negotiation 
Journal since 1996; Member of the Editorial Board of 
the Peace and Confl ict Studies Journal since 1996; 
Elected by the World Economic Forum as a Global 
Leader for Tomorrow (GLT) in 2000. Board Member 
of the Gandhi Development Trust since 2003;  Board 
member of Finland-based Crisis Management 
Initiative since 2007; Board member of the Old 
Mutual Science Education Foundation since 2007 
and appointed Chairman of the Board since 2009; 
Board member of the Dutch based Inter-Church 
Organisation for Development Cooperation since 
2009; Member of the Governing Council of the 
Hawaii based Centre for Global Non-Killing since 
2009; Member of the Advisory Board of the Insight 
on Africa Journal since 2010. 

MR IKE NXEDLANA
MBA (Business School Netherlands / International 
Management Centre); Financial Management 
Practices Certifi cate (Royal Institute of Public 
Administration London); Diplomas in Marketing 
and Sales Leadership Development; Diploma in 
Business Management; Certifi cate in Personnel 
Management; Graduate of the Wits Business School 
Executive Development Programme. 

Appointed for 1st Board term in June 2009. 
CEO of Richards Bay IDZ since 2009; CEO of Ithala 
Development Finance Corporation from 2008 to 
2009; Public Sector Banking Head at Absa Head 
Offi ce; CFO for Cape Town City; CFO of the 
Department of Public Enterprises.

MR THABANI ZULU
Chartered Accountant; B.Comm degree and Post 
Graduate Diploma in Accounting from UKZN.

Appointed for 1st Board term in December 2011.
Director of Ngubane & Company (Auditing fi rm); 
General Manager / Head of Internal Audit for 
Provincial Treasury; Member of SAFCOL Audit 
Committee; Member of UDW Audit Committee; 
Member of Ndwedwe Audit Committee; CEO of the 
KZN Gambling Board. Management Accountant of 
Unilever SA; Financial Accountant at Mercedes Benz 
of SA (now Daimler Chrysler SA).

MR TEBOHO NKHAHLE
Registered Professional Scientist; MPhil Stellenbosch 
University; Environmental Auditor (IRCA).

Appointed for 1st Board term in June 2009.
Owner and MD of Environmental Impact 
Management Services (EIMS);   Non-Executive 
Chairman of Lesotho Highlands Development 
Authority (LHDA) from 2007 to 2011; Board member 
of US-based Global Decisions Inc. (Development of 
global environment, health and safety regulations 
and standards database) since 2008; Member of 
Institute of Directors-SA since 2007; Vice Chair IoD 
Sustainable Development Forum from 2008 to 2009; 
Environmental Auditor with Eskom from 1998 to 2004.

MS ZIPHOZETHU (GABSIE) MATHENJWA
MBA (UKZN);  MSc in International Business 
Management (University of London); BSc (UZ); 
Post-Graduate Diploma in Business Management 
(UKZN); Post-Graduate Diploma in Strategic 
Management and Corporate Governance (UNISA/
ICSA) and Certifi cate in Financial Management and 
Investment (UNISA).

Appointed for 1st Board term in June 2009.
Founder and Owner of Gabsie’s Business Solutions 
(GBS) Board Member of Denel SOC ; Chairperson 
of the Denel owned Pretoria Metal Pressings (PMP); 
Chairperson of Mpumalanga Provincial Department 
of Economic Development, Environment and 
Tourism Audit Committee. 
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EXCO MEMBERS 

From left to right: Mr Thamsanqa Hlongwa, Mr Ednick Msweli, Ms Nica Gevers, Mr Cyril Gamede, 
Ms Prudence Gwala, Mr Steve Gillham
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MR CYRIL GAMEDE
BSc (Eng) Mechanical; MSc (Eng) Industrial; MBA; 
Advanced Diploma in Labour Law; Certifi cate in 
Corporate Governance; Registered Professional 
Engineer (ECSA).

Appointed as Chief Executive Umgeni Water in 
August 2012. 
President of ECSA 2012; Managing Director of K2S 
Consulting from 2010 to 2012; Director AEL Mining 
Services from 2002 to 2010; Director of Operations, 
Umgeni Water, from 1996 to 2002.

MS NICA GEVERS
Chartered Accountant (SA); Post-graduate diploma 
in Cost Management Accounting.

Appointed as General Manager Finance in 2003. 
Contract ends September 2013
Board member of Mhlathuze Water from March 
2011 to present; Director of Umgeni Water Services 
(Pty) Ltd since 2006; Director of Guznoh Investments 
(Pty) Ltd since 2010; 

Member of Msunduzi Local Municipality and 
uMngeni Local Municipality audit committees
since 2013.

MR EDNICK MSWELI
B Tech (Civil Engineering); B Tech (Management); 
Registered Professional Engineering Technologist 
(ECSA) 

Appointed as General Manager Operations in 2011.  
Non-Executive Director of Durban Water Recycling; 
Deputy Head (Operations) eThekwini Municipality 
from 2006 to September 2011.

MS PRUDENCE GWALA 
BA Economics and German; Post-Graduate 
Bachelor of Philosophy in Knowledge Management, 
Value Analysis and Policy Studies; Post Graduate 
Diploma in Health Management.

Appointed as General Manager Corporate Services 
in 2008.  
Director Planning and Programme Management 
Mpumalanga Department of Roads and Transport, 
from 2005 to 2008; Deputy Director Strategy 
Planning Mpumalanga Department of Health from 
2002 to 2005.

MR THAMSANQA HLONGWA
Chartered Accountant; B.Com Honours. 

Appointed as General Manager Finance in 
July 2013. 
Chief Financial Offi cer, KZN CoGTA from 2007 to 
June 2013.

MR STEVE GILLHAM
Registered Professional Engineer (ECSA); BSc 
Engineering (Civil); BCom.

Appointed as General Manager Engineering and 
Scientifi c Services in 2012.
Director of Msinsi Holdings (Pty) Ltd from 2012; 
Planning Manager from 1999 to 2012; Engineer 
Umgeni Water from 1997 to 1999; Engineer with the 
Department of Water Affairs from 1984 to 1997.
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STAKEHOLDER 
UNDERSTANDING 

AND SUPPORT

6.O

STAKEHOLDER INTERACTION

One of the pillars that underpin Umgeni Water’s 
core business is regular and relevant stakeholder 
engagement. This is a requirement in terms of 
legislation and Shareholder expectations but 
Umgeni Water, for its part, also conducts stakeholder 
interaction on a voluntary basis, exceeding by far 
the minimum requirements.

The organisation employs an array of 
communication tools to interact with its 
stakeholders, among them, engagements, 
meetings, briefi ng sessions, media conferences 

and statements, seminars, workshops, internal 
publications and surveys. 

Key to Umgeni Water’s stakeholder engagement 
is its unwavering adherence to the organisational 
Stakeholder Communication Strategy, which 
stratifi es stakeholders into three categories: 
Statutory, Contracted and Non-Contracted, with 
clearly defi ned levels of interaction by the Board, 
Executive Management and Management and the 
nature of information to be provided and received. 

40 U M G E N I  WAT E R  •  A M A N Z I
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The Stakeholder Communication Strategy ensures 
that the information provided by Umgeni Water 
is accurate and relevant, and that feedback is 
received and responses provided timeously.

The Minister of Water and Environmental Affairs is the 
Executive Authority (EA) of water boards, including 
Umgeni Water, and is mandated to monitor 
performance with regards to service delivery, 
operational effi ciency, water quality, infrastructure 
investment, fi nancial and commercial viability and 

governance and regulatory compliance. This EA 
oversight role is exercised in terms of stipulations of 
the relevant sections of the Water Services Act, No. 
108 of 1997 (WSA), the Public Finance Management 
Act, 1 of 1999 (PFMA), as well as  Regulations 
Gazetted in terms of these Acts and other relevant 
legislation and policy requirements. In 2012/2013 all 
statutory submissions were provided on time and 
met and exceeded the Shareholder’s expectations.

41A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3
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Table 6.1: Umgeni Water Stakeholders and Basis for Engagement

Statutory Stakeholders
Stakeholders who have a regulatory or oversight function over Umgeni Water and with whom the organisation 
is required to interact on a regular basis in order to ensure that statutory reporting requirements are met.

• Minister of Water and Environmental Affairs,
• Department of Water Affairs, 
• Portfolio Committee on Water and Environmental Affairs, and
• National Treasury
The Basis for Engagement: delivery on mandate, responsive to Water Services Act, Public Finance 
Management Act and other pertinent legislation and regulations, delivering strategy and plans aligned to 
Government outcomes and Executive Authority expectations, demonstrating adequate resource planning 
mobilisation, investing in water infrastructure, ensuring effi cient water usage and conservation and water 
quality management, demonstrating a well-governed and effi ciently run entity, ensuring performance with 
fi nancial and predetermined objectives and plans to deliver long-term sustainability.

• Offi ce of the Premier of KwaZulu-Natal
• KwaZulu-Natal Provincial Government departments and notably MEC for Cooperative Governance and 

Traditional Affairs
• KwaZulu-Natal Planning Commission
The Basis for Engagement: affordable tariff, growth as a catalyst for economic expansion, delivery on 
mandate and alignment to policy, partner in service delivery, accelerated service delivery and 
corporate governance.

EXISTING CUSTOMERS
• eThekwini Metropolitan Municipality
• iLembe District Municipality
• Ugu District Municipality
• Sisonke District Municipality
• uMgungundlovu District Municipality
• Msunduzi Local Municipality

POTENTIAL CUSTOMERS
• Newcastle Local Municipality
• Amajuba District Municipality
• Umzinyathi District Municipality
• uThukela District Municipality
• Other KZN Municipalities

OTHER CUSTOMERS
• Alfred Nzo District Municipality
• Mbizana Local Municipality
The Basis for Engagement with customers: Service delivery agreements, assurance of supply, both quality 
and quantity, care and support, responsive to needs, tariff consultation, partnerships in socio-development 
initiatives and new products and services.

Umgeni Water has been appointed Implementing Agent for the Department of Water Affairs to construct 
the Greater Mbizana Bulk Water Scheme, which will be handed over to the Alfred Nzo District Municipality for 
operation and management. The benefi ciary of the scheme is the Mbizana Local Municipality.

• Employees of Umgeni Water
• National Education, Health and Allied Workers’ Union
The Basis for Engagement: Compliance with Collective Agreement, demonstrating relevance as an 
organisation that adds value to the sector, regular feedback and communication regarding sector issues 
and organisational performance, equitable jobs, fair labour practice, good working conditions, enabling 
work environment and communication, fair-market related compensation and service conditions and sound 
performance management and recognition system. Umgeni Water is turn expects engaged employees, 
productivity, delivery and return on investment.

• Suppliers and Service Providers
• Investors and other Financial Institutions
The Basis for Engagement: Compliance with legislation for fair and equitable procurement, supplier 
development, transparency, business opportunities, integrity, fair treatment, fair pricing, fair payment terms, 
partnerships in BBBEE and capacity building towards more inclusive economic participation and Corporate 
Social Investment (CSI), environmental management and supplier footprint reduction – water, energy 
and materials.
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Non-contracted Stakeholders

Community and Civil Society Institutions
The Basis for Engagement: Umgeni Water demonstrating conservation and responsible use of resources, 
providing a clean and safe environment, exercising responsible citizenship, demonstrating transparency in 
corporate governance, creating jobs, providing information and opportunities.  In turn Umgeni Water solicits a 
social licence to operate, recognition for creating value, respect for property and collaboration in protecting 
remotely situated water assets.

Chambers of Business
The Basis for Engagement: Umgeni Water providing assurance of supply, both quality and quantity, information 
on tariff, demonstrating responsible citizenship. In turn Umgeni Water solicits recognition for creating value, 
pollution prevention and safe-guarding of water supply resources.

Media and general public
The Basis for Engagement: access to information, demonstrating accountability, transparency and good 
governance.  In turn Umgeni Water expects responsible reporting and media integrity.

• National Sector Institutions, among them, the South African Association of Water Utilities, 
• International Sector Institutions, including Athi Water (Kenya), Water and Sanitation Company of 

Benguela (Angola),
• Ministry of Land, Infrastructure, Transport and Tourism (Japan) and World Toilet Organisation

(based in Singapore).
The Basis for Engagement: exchange and expansion of water sector knowledge, partnerships and 
collaborative water and wastewater research, which in turn will enable organisational learning and growth.

In the period under review, Financial Year 2012/2013, 
high-level engagements and interactions took 
place with a wide range of stakeholders, both in 
terms of legislative requirements and on a 
voluntary basis.  

The engagements that took place were consistent 
with the information requirements contained in 
the Table 6.1 above. In addition, the organisation 
interacted with stakeholders, outside of contracts 
and agreements, on water resources as the focal 
point of planning in the Province of KwaZulu-Natal 
and on strategic partnerships in Africa aimed at the 
exchange of sector knowledge.

In the course of execution of stakeholder interaction, 
Umgeni Water received positive feedback from 
the majority of stakeholders, among them the 
Minister of Water and Environmental Affairs, the 
Portfolio Committee on Water and Environmental 
Affairs, the Offi ce of KwaZulu-Natal Premier and the 
KwaZulu-Natal MEC for Corporate Governance 
and Traditional Affairs. The cordial relationship that 
exists with the Provincial Government of KwaZulu-
Natal was refl ected in a request by the Planning 
Commission to assist in fi nding solutions to the 
water supply-related problems that were being 
experienced in the Amajuba and Umzinyathi 
districts in Northern KwaZulu-Natal.

Further to this positive feedback, there was 
extensive media coverage of Umgeni Water in 
the period under review. The media coverage of 
the organisation, in print, broadcast and online, 
was in the form of positive, balanced and neutral 

reports. It is worth noting that media coverage of 
Umgeni Water is monitored by an independent 
company, and evaluation of media coverage is 
based on reports supplied by this company. In the 
South African water sector Umgeni Water held 
joint second place with Rand Water for frequency 
of media coverage received in part of the period 
2012/2013. The positive feedback from stakeholders, 
coupled with the favourable media coverage 
received, cumulatively refl ect the high level of 
confi dence stakeholders have in Umgeni Water.

Of signifi cance during the Financial Year 2012/2013 
were several ground-breaking developments, 
which again underscore the deep understanding 
and support Umgeni Water enjoys among its 
stakeholders. These developments were:
• Hosting of major events that illustrated the 

crucial role that Umgeni Water plays in socio-
economic development and the empowerment 
of communities through the provision of bulk 
infrastructure. These events were: the 
commissioning of Phase 1 of the Maphumulo 
Bulk Water Supply Scheme, launch of 
construction of the Greater Eston Bulk Water 
Supply Scheme and the Richmond Pipeline, 

• The formal implementation of a Corporate 
Social Investment (CSI) Policy and appointment 
of a CSI Committee, which has resulted in more 
targeted fi nancial contributions being made by 
Umgeni Water for the funding of CSI projects,



U M G E N I  WAT E R  •  A M A N Z I44

• An intensifi cation of stakeholder engagement 
with customers – both current and potential – at 
which Umgeni Water was able to learn, fi rst hand,
the challenges being faced with water supply 
and potable water quality and participate in 
joint problem solving, and

• High-level engagement of potential customers 
for the purpose of offering Umgeni Water’s 
expertise in the operation and management 
of bulk infrastructure. In this context a strategy 
and implementation plan for expansion and 
growth of the organisation has been developed 
and involves the provision of water services and 
water related products.

In an endeavour to promote sector knowledge 
and co-operation, Umgeni Water continued to 
collaborate with water boards, including Rand 
Water, Mhlatuze Water and Magalies Water. These 
collaborations were, in the main, in the areas of 
exchange of knowledge and best practices.

From an academic perspective, Umgeni Water 
further entrenched its relationship with universities 
in South Africa and elsewhere in which it shared 
best practice, knowledge and research in areas 
related to water treatment. In South Africa, Umgeni 

Water already works with the Durban University of 
Technology and the universities of KwaZulu-Natal, 
Stellenbosch, Pretoria, Cape Town and Western 
Cape. Collaboration with these educational 
institutes is in areas of climate change, design of 
dams and bacteriological analytical methods. 
The organisation also maintains relations with the 
National Treasury, Water Service Authorities and 
South African and European educational institutions 
for the purpose of research, training of graduates 
and exchange of information.

Engagements occurred with civil society for various 
reasons and through various means. In addition to 
events related to water supply infrastructure, the 
major civil society initiatives were:
• The successful hosting of the Umgeni Water 

Marathon and a soccer tournament featuring 
Umgeni Water and its customers and attended 
by the public, 

• The Royal Show where, among others, Umgeni 
Water shared information with the public on 
water treatment processes, and 

• A Broad-Based Black Economic Empowerment 
briefi ng for suppliers and potential suppliers to 
Umgeni Water. 
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Umgeni Water also has membership of a range of 
organisations, among them: the Water Institute of 
Southern Africa, Engineering Council of South Africa, 
South African Institute of Race Relations, Durban 
and Pietermaritzburg Chambers of Commerce, 
and the South African Council for Natural 
Scientifi c Professions.

Internal engagements occurred in the form of 
quarterly Staff Information Sessions, which are 
effective platforms that allow the Executive to 
share information with staff on organisational 
performance and other crucial developments, 
and for staff to pose questions to the Executive. 
Questions raised by staff receive an immediate 
response and, if not possible, research is conducted 
before response is provided. In addition, employees 
were kept informed through communiqués and 
through a quarterly column by the Chief Executive, 
called from the Desk of the CE. 

There were many other highlights in the past 
fi nancial year, accomplishments that resulted from 
the commitment and hard work of members of the 
Board, Executive and staff of Umgeni Water. The 
future holds promise for enhanced relations that 

can only have the effect of making the operating 
environment of Umgeni Water a more pleasant and 
enabling one. For their part, the Board, Executive 
and Management will continue to play an active 
role in ensuring that stakeholder interactions stay in 
focus and are in line with Umgeni Water’s strategic 
objective to remain customer and stakeholder 
oriented. As this objective is achieved, year 
after year, more credence is added to Umgeni 
Water’s strategic objective to obtain stakeholder 
understanding, support and satisfaction.

The relationship Umgeni Water has with its 
stakeholders is based on transparency and mutual 
respect, and the organisation’s achievements, 
including positive feedback, are testimony to the 
success it has achieved in stakeholder relations. 
In the year ahead Umgeni Water will continue to 
meet its obligations and establish new relationships 
in order to further consolidate its position in the 
broader community of Water Sector institutions and 
as the Leader of the Water Sector in KwaZulu-Natal.
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PERFORMANCE 
AGAINST 

SHAREHOLDER 
COMPACT
2O12/2O13

7.O
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Umgeni Water has achieved excellent performance in 
the year. The overall performance with its mission and 
mandate, which is to provide innovative, sustainable, 
effective and affordable bulk water and sanitation 
services, is 91%.

For its Customer and Stakeholder perspective Umgeni 
Water achieved 90.6% performance, for which: 
SO 1- Increase services and customers achieved 100% 
and 
SO 2 - Increase customer and stakeholder satisfaction 
achieved 83%. 
Two indicators and targets were not completely met for 
SO2, relating to water quality which had slight variances 
and once-off service disruptions in three of the eleven 
systems in the fi rst three quarters of the year.

For its Financial scorecard perspective Umgeni Water 
achieved 98.2% performance, for which:
SO 3 - Mobilise funds achieved 100%,
SO 4 - Increase return on assets achieved 97.1%, and
SO 5 - Improve fi nancial ratios achieved 98.3%. 
Three indicators and targets were not completely 
met for SO4 and SO5 resulting from slight variances in 
debtor’s days, total expenditure and gross profi t margin 
for secondary activities.

For its Process Perspective Umgeni Water achieved 85%, 
for which:
SO 6 - Increase infrastructure for access and additional 
capacity and improve asset condition achieved 92%, 
and
SO 7 - Improve service delivery systems achieved 83%.
Capex and all indicators linked to capex were slightly 
not met, including job creation and BBBEE targets.  

Although the capex target was not completely met 
there was improvement in spend during the year and 
from the previous year. Regarding BBBEE, signifi cant 
inroads were made with inclusion of CPG (contractor 
participation goals) in projects which will yield benefi ts in 
the future year’s BBBEE performance.

For its Organisational Capacity Perspective Umgeni 
Water achieved 100%, for which:
SO 8 - Develop water resources achieved 100% and
SO 9 - Increase skills and competency achieved 100%.
The detailed performance of the organisation against 
indicators and targets for 2012/2013 follows.

• Per cent targets met/mostly met (39 of 43): 91% (83% in 2011/2012)
• Per cent targets not met/not completely met: 9% (17% in 2011/2012)

Figure 7.1: Umgeni Water Strategy Performance 
2012/2013

SO1   SO2    SO3    SO4    SO5    SO6    SO7    SO8    SO9

100% 100% 100% 100%97% 98%
92%

83%83%
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SCORECARD 2012/2013

Key Performance Indicator # Target Actual Variance Pg#

Customer and Stakeholder Perspective: 8.15 of 9 indicators met (90.6%)

OUTCOMES: Community and Environmental Sustainability.  Customer Satisfaction.  
Stakeholder Understanding and Support.

Umgeni Water Strategic Objective 1: Increase services and customers (100%).

KPI 1: The extent to which UW 
has grown its services and 
customers. 

• Draft Business Plan for 
expansion strategy.

Draft Business Plan for 
expansion strategy.

Nil 62

KPI 2: Per cent bulk potable 
water volume growth. 

• 0.1% (417 mil m3).
Conceptual growth 
plans for 6 customers.

1.4% (423 mil m3)
Conceptual growth 
plans for 6 customers.

Nil 105

KPI 3: Per cent bulk 
wastewater volume growth. 

• 0% (28.4 mil m3)
Conceptual growth 
plans for 5 customers

12%
(2012/13: 31.8mil m3)

Nil 105

KPI 4: Per cent revenue from 
s30 growth.
(DWA #14 Engagement in 
Secondary Activities)

• 7% 10.4% 
(3.4% above budget)
Including O&M Dams
8.7% 
(1.7% above budget)
Excluding O&M Dams

Nil 143

Umgeni Water Strategic Objective 2: Increase customer and stakeholder satisfaction (83%)

KPI 5: The extent to which 
there is engagement of 
statutory, contracted and 
non-contracted stakeholders, 
inputs into policy frameworks 
and response to queries.

• Stakeholder 
engagement plan for 
expansion strategy.

Stakeholder 
engagement plan for 
expansion strategy.

Nil 43

Marketing, branding 
and reputation 
management plan.

Marketing, branding and 
reputation management 
plan.

Nil

KPI 6: Per cent statutory 
compliance for bulk potable 
water with SANS 241.
(DWA #1 Water Quality 
Compliance)

• WTW ≥ 20Ml/d: 7 of 7 WTW ≥ 20Ml/d: 7 of 7 Nil 56

0.9 WTW < 20Ml/d: 4 of 4 WTW < 20Ml/d: 3 of 4 Maphephethwa 
WTW 86.4% 
compliant with 
Operational 
category. 

Boreholes and small 
WTW: iLembe: 19 
borehole and 18 
small WTW schemes

Compliance with Health 
and Aesthetic categories

86% 
compliance 
with operational 
category.

9 systems Blue Drop 
certifi ed.
Internal audits 
undertaken for all 
sites in preparation for 
DWA assessment.

9 systems Blue Drop 
certifi ed.
Internal audits 
undertaken for all sites 
in preparation for DWA 
assessment.

Nil
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Key Performance Indicator # Target Actual Variance Pg#

KPI 7: Per cent statutory 
compliance for bulk 
wastewater with discharge 
licence or general 
authorisation.
(DWA #20 Wastewater Quality 
Compliance)

• 85% 86.4% Nil 59

0 sites Green Drop 
certifi ed.
Internal audits 
undertaken for all 
sites in preparation 
for DWA assessment.

0 sites Green Drop 
certifi ed.
Internal audits 
undertaken for all 
sites in preparation for 
DWA assessment

Nil

KPI 8: Per cent customers 
with signed bulk supply 
agreements.
(DWA # 8 Bulk Supply 
Agreements Concluded 
With Municipalities/ Other 
Customers)

• 100% 100% 
Concluded the 
long-term (10-year) 
agreement with 
Msunduzi LM.

Nil 60

KPI 9: Per cent days’ supply 
disrupted, > 24 hours, relative 
to total number of possible 
supply days.
(DWA #3 Reliability of supply)

• 0% 0.25 % supply failures > 
24 hours.

0.25 % supply 
failures > 24 hours.

62

0.25

Key : 

• Target met 

• Target mostly met 

• Target not met / partly met
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Key Performance Indicator # Target Actual Variance Pg#

Financial Perspective: 11.8 of 12 indicators met (98.2%)

Outcome: Financial Viability.

Umgeni Water Strategic Objective 3: Mobilise funds.

KPI 10: Funds mobilised 
for long-term fi nancial 
sustainability of projects

• Sustainable funding 
and fi nancing 
plans. 
R51m grant.

R167m grant funding 
received.
Additional R116m grant 
funding for Richmond, 
Greater Eston and Lower 
Thukela projects.

Nil 127

Umgeni Water Strategic Objective 4: Increase return on assets

(DWA #9 Improve Financial Ratios)

KPI 11: Per cent return 
on assets.

• 11.80% 13.3%
1.5% above target due to 
higher operating profi t.

Nil 113

KPI 12: Debtors days 
managed.

•
0.94

≤ 35 37 2 days above 
target.

113

Umgeni Water Strategic Objective 5: Improve fi nancial ratios.

(DWA #9 Improve Financial Ratios)

KPI 13: Debt to Equity ratio 
(gearing risk) managed.

•  ≤ 42% 31%. 
Lower borrowings and 
more optimal funding mix, 
(RBIG and reserves) and 
improved profi t.

Nil 113

KPI 14: Interest cover. • ≥ 3.825 4.53
Higher operating profi t.

Nil 113

KPI 15: Liquidity - measured by 
operating cash fl ows (R'm).

• R666m R852m
Decrease in working 
capital requirements.

Nil 127

KPI 16: Gross profi t margin % 
(primary activity).

•  ≥ 45% 54.3% 
Higher volume sales and 
lower direct costs.

Nil 128

KPI 17: Gross profi t margin % 
(Secondary activity).

•
0.87

 ≥ 10% 8.67%. 1.33% below 
target.

128

KPI 18: Net profi t margin % 
(primary activity).

•  ≥ 20% 30.6% 
Higher volume sales and 
lower direct costs.

Nil 128

KPI 19: Net profi t margin % 
(secondary activity).

• ≥ 5% 6.6%
Increased revenue from 
O&M of Dams

Nil 128

KPI 42: Total income (R'm) • R1 960m R2 087m  
Higher volumes than 
budget and recoveries of 
CUC and O&M dams.

Nil 124

KPI 43: Total expenditure (R'm) •
0.87

R1 484m R1 506m R22m above 
target.

124

Key : 

• Target met 

• Target mostly met 

• Target not met / partly met
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Key Performance Indicator # Target Actual Variance Pg#

Process Perspective: 16.15 of 19 indicators met (85%)

OUTCOMES: Infrastructure Stability.  Community and Environmental Sustainability.  Operational Resiliency.

Umgeni Water Strategic Objective 6: Increase infrastructure for access and additional capacity 
and improve asset condition.

KPI 20: Per cent total 
infrastructure capital 
expenditure within target 
cash fl ows.
(DWA #12 Capital Expenditure)

•
0.87

R829m ± 15%
(R705m to R953m)

R612m 
R217m or 26% 
underspend against 
target of R829m.

R93m or 13% 
underspend against 
lower range target 
of R705m.

66

KPI 21: Infrastructure projects 
within completion target dates 
(per cent variance).
(DWA #13 Increased  Access
to Services)

•
0.8

≤ 15% variance. 35% behind 
completion target 
dates.

20% below target. 66

KPI 22: Per cent infrastructure 
capital expenditure for rural 
access within target cash 
fl ows and number of rural 
expansion project.
(DWA #13 Increased  Access 
to Services)

• R353m ± 15% R308m or 87% within 
target cash fl ows.

Nil 66

7 rural expansion 
projects.

9 rural expansion 
projects.

KPI 23: Infrastructure 
maintenance (Opex) within 
target cash fl ows.

• R158.2m. R152.3m 
R5.9m below budget. 
On track as per 
schedule.

Nil 62

KPI 24: Number of permanent 
and number of temporary 
Jobs created.
(DWA #16 Jobs Created)

•
0.87

42 new 
establishment 
posts.

38 new 
establishment posts 
created.

4 below target. 
The organisation 
revised its workforce 
plan down to 38 
actual required 
to implement its 
projects.

85

750 temporary 
jobs through UW 
Capex

538 temporary jobs 
through UW Capex

212 below target. 
Delays in 
construction 
resulted in lower 
than planned 
employment.

69

IA Jobs. Target 
aligned to 
implementation of 
contract.

1  790 temporary 
jobs through 
implementation of IA 
contracts.

Nil 71

KPI 25: Per cent of BBBEE 
spend increased and number 
of new entrants.
(DWA #10 Increase 
BBBEE Spend)

•
0.87

11% increase.
3 new entrants

17% decrease in 
BBBEE spend.
(2012/2013: 52% 
spend)(2011/2012: 
69% spend)

28% below target. 69

3 new entrants 5 new entrants. Nil

KPI 26: Per cent major tender 
project value awarded to 
targeted suppliers (CPG%)
(DWA #10 Increase 
BBBEE Spend)

•
0.87

30% CPG for 
construction 
contracts

23% CPG average 
for 25 construction 
contracts awarded.

Average of 7% 
below target CPG 
for construction 
contracts

68

30% PSPs 21% CPG average 
for 20 PSPs awarded.

Average of 9% below 
target CPG for PSPs.

KPI 27: Number of Corporate 
Social Responsibility Initiatives.
(DWA #17 Corporate Social 
Responsibility Initiatives)

• 3 3 initiatives approved 
and in progress.

Nil 70
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Key Performance Indicator # Target Actual Variance Pg#

KPI 28: Number of innovations 
/ environmental sustainability 
initiatives.

• 3 3 initiatives in progress. Nil 77

KPI 29: Water loss as a per cent 
of total water produced. (DWA 
#2 Non-Revenue Water)

• ≤5% 2.45% Nil 76

KPI 30: Total costs within overall 
budget (Per cent variance) 
(DWA #11 Manage Costs 
Within the Approved Budget)

• ± 10% 2% below budget from 
savings in net fi nance 
costs.

Nil 102

KPI 31: Unqualifi ed/Qualifi ed 
external audit report. (DWA 
#4 Financial and Performance 
Reporting Compliance )

• Unqualifi ed. Unqualifi ed Financial 
and Performance 
audit achieved for 
2011/2012. On track for 
2012/2013.

Nil 118

KPI 32: Number of repeat 
and unresolved internal audit 
fi ndings. (DWA #7 Effective 
Internal Controls And Risk 
Management)

• 0 repeat 0 repeat fi ndings. Nil 31

3 unresolved 3 unresolved fi ndings. Nil

KPI 33: Number of breaches of 
materiality and signifi cance 
framework. 
(DWA #19 Good Governance)

• 0 Zero breaches. Nil 122

KPI 34: Per cent statutory 
submissions made on time
(DWA #15 Achieve Statutory 
Reporting Compliance)

• 100% 100% Nil 41

KPI 35: Per cent Board 
member attendance.
(DWA #6 Board Member 
Attendance)

• ≥ 80% 87% Nil 29

KPI 36: Per cent key business 
processes, policies and 
systems improved and 
are enabling for strategy 
implementation.

• 100% 100% Nil 23

KPI 37: Turnaround time 
(working days), from date of 
requisition, for awarding of 
open tenders.

•
0.42

≤60 137 working days 
turnaround for 
awarding of open 
tenders.

77 days longer 
than required. 

66

KPI 38: Turnaround time 
(working days) for fi lling 
vacant posts.

•
0

≤45 93 days 48 days above 
target.

86
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Key Performance Indicator # Target Actual Variance Pg#

Organisational Capacity Perspective:  3 of 3 indicators met (100%)

Outcome: Water Resources Adequacy.

Umgeni Water Strategic Objective 8: Develop water resources

KPI 39:  Per cent sustainable 
water resource options 
identifi ed for all systems.
(DWA #21 Raw Water 
Resources)

• 100% 100% Nil 74

Outcome: Leadership and Employee Development.

Umgeni Water Strategic Objective 9: Increase skills and competency.

KPI 40: Number of employees 
trained in core and distinctive 
competencies: 
(DWA #18 Training and Skills 
Development)

• 48 learnerships 47 1 below target 88

18 graduate 
trainees / interns.

20
Two more than target.

Nil

44 graduate 
engineers (NT)

44 Nil

10 bursars 13
Three more than 
target.

Nil

KPI 41: Per cent employee 
turnover.
(DWA #5 Staff Turnover)

• ≤10% 5.04%. Nil 86

Key : 

• Target met 

• Target mostly met 

• Target not met / partly met
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CREATING 
VALUE
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8.1 PRODUCT QUALITY

MANAGEMENT APPROACH
The most signifi cant impact of Umgeni Water’s 
business is provision of water that does not impact 
negatively on consumer health over a lifetime of 
consumption.  Water quality is managed through 
a rigorous management system which covers the 
entire operational area and includes carefully 
planned monitoring programmes, auditing, 
compliance reporting, water quality risk assessments 
- conducted using a catchment to consumer 
approach - and the implementation of 
Water Safety Plans.

Water quality monitoring programmes are reviewed 
annually for all Umgeni Water operational sites 
and sampling and analysis are undertaken 
in accordance with Umgeni Water’s ISO 9001 
certifi ed monitoring programme and ISO/IEC 17025 
accredited laboratory methods, respectively.  
An emergency response protocol which includes 
various alert level triggers  has been developed and 
is active. 

Water quality performance data, information and 
reports are disseminated to all stakeholders. Umgeni 
Water is committed to continue to provide support 
to municipalities to ensure that all systems can be 
progressively improved toward joint Blue 
Drop Certifi cation.

POTABLE WATER QUALITY PERFORMANCE
Umgeni Water’s bulk Water Treatment Works and 
iLembe Rural Schemes are required to comply 
with South African National Standards SANS 241: 
2011 which required quality to be evaluated and 
reported against four risk categories:
1.  Acute Health 1 – Microbiological,  
2.  Chemical Health, 
3.  Aesthetic, and 
4.  Operational
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Overall, for the reporting period, Umgeni Water provided excellent drinking water quality to customers. The 
detailed potable water quality compliance per water treatment works is shown in Table 8.1 followed by 
explanation for variance areas and solutions to address these.

Figure 8.1: Five-year potable water quality compliance (%) (aggregate for eleven bulk 
water treatment works)

Table 8.1: 2012/2013 Potable Water Quality Compliance with SANS 241:2011 per Water Treatment Works (WTW)

Works size
Water Treatment 

Works
Treated 
Volume
(Ml/d)

% Total 
Supply 

Volume

Compliance (%) with SANS 241:2011

Acute Health 1 - 
Microbiological

Chemical 
Health

Operational Aesthetic

WTW ≥ 20 Ml/d Durban Heights 523 42% 99.9 100 99.9 100

Wiggins 267 21.4% 100 100 99.8 100

Midmar 246 19.7% 100 100 99.9 100

DV Harris 92 7.4% 100 100 99.7 100

Hazelmere 46 3.7% 100 100 99.8 100

Amanzimtoti 20 1.6% 100 100 99.8 100

Mvoti 20 1.6% 97.1 100 96.9 100

WTW <20 Ml/d Mzinto 12 1.0% 100 100 99.7 100

Mtwalume 9.6 0.8% 100 100 100 100

Ixopo 2.5 0.2% 100 100 97.1 99.2

Maphephethwa 2.6 0.2% 100 100 86.4 97.5

Small 
schemes and 
boreholes

iLembe Rural 
Schemes

6 0.5% 97.2 99.1 85.9 95.8
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Key to classifi cation of the performance of drinking water supply systems according to SANS 241: 2011:

Population up to 100 000
Proportion of samples compliant

Population > 100 000

Proportion of samples compliant

Excellent Good Unacceptable Excellent Good Unacceptable

Microbiological Health ≥97% ≥95% <95% ≥99% ≥97% <97%

Chemical Health ≥95% ≥93% ≥93% ≥97% ≥95% <95%

Operational ≥93% ≥90% <90% ≥95% ≥93% <93%

Aesthetic ≥93% ≥90% <90% ≥95% ≥93% <93%

Overall nine (9) major water treatment works 
complied with the SANS:241 excellent category 
for drinking water quality and one (1) Mvoti WTW 
complied with the good category.

One (1) water treatment works Maphephethwa 
did not comply with the operational water quality 
category. In addition the iLembe small schemes 
and boreholes did not comply with the operational 
water quality category.

Variance
Maphephethwa WTW experienced variance with 
operational parameter: 86.4% compliance 
(6.6% variance).

iLembe Small Water Treatment Schemes and 
Boreholes: 85.9% compliance (7.1% variance).

Reason and Action Plan
Turbidity and aluminium non-compliances were the 
cause of the non-compliances. 

The Maphephethwa WTW has operated above 
its design capacity for most of the year.  Partial 
commissioning of the upgraded plant occurred 
in 2012/2013 and water quality problems 
are anticipated to be resolved following full 
commissioning of the plant in 2013/2014.

Progress is being made with a turnaround strategy 
to progressively improve all iLembe boreholes 
and schemes. Some of the small schemes will 
be upgraded and some will be replaced by the 
Maphumulo Bulk Water Scheme.

Figure 8.2: iLembe boreholes and small schemes potable water quality compliance (%).
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BLUE DROP CERTIFICATION AND DRINKING WATER QUALITY MANAGEMENT EXCELLENCE

Umgeni Water received nine (9) Blue Drop 
certifi cations for drinking water quality management 
excellence, together with the relevant Water 
Services Authorities in 2012.  In the year, processes 
were optimised and gaps closed to maintain and 
improve existing certifi cations and ensure readiness 
of other sites for certifi cation at future date. 

Initiatives included completion of internal process 
audits for all water treatment works, identifying 
optimal water quality monitoring programmes for 
each site, developing multi-year training plans to 
address the skills gap to meet the requirements of 
the Water Services Act, Regulation 17, registration of 
superintendents and process controllers and overall 
preparedness to facilitate DWA assessments.

1. eThekwini Main (Midmar, DV Harris, Durban Heights, Wiggins, Maphephethwa, Amanzimtoti and Hazelmere 
WTW) with eThekwini Metropolitan Municipality,

2. Msunduzi (Midmar and DV Harris WTW) with Msunduzi Local Municipality,
3. Ixopo (Ixopo WTW) with Sisonke District Municipality,
4. Mathulini, Mthwalume and Qoloqolo (Mthwalume WTW) with Ugu District Municipality,
5. Mzinto and Pennington to Scottburgh (Mzinto WTW) with Ugu District Municipality,
6. Howick, Camperdown and Mshwati (Midmar and DV Harris WTW) with uMgungundlovu District Municipality,
7. Dolphin Coast (Hazelmere WTW) with iLembe District Municipality and Sembcorp SIZA Water,
8. Groutville (Hazelmere WTW) with iLembe District Municipality, and
9. Ndwedwe (Hazelmere WTW) with iLembe District Municipality.

Figure 8.3: Number of Blue Drop Certifi cations.

WASTEWATER QUALITY PERFORMANCE
The performance of the wastewater treatment works is assessed against the relevant licence or General 
Authorisation General Limits prescribed by the Department of Water Affairs (DWA). 

For 2012/2013, the overall effl uent compliance was 86.2%.

Table 8.2: Wastewater compliance per treatment works

WWTW Volume
(Ml/d)

Volume (%) Compliance (%)

2011 2012 2013

Darvill 85.5 93% 80.5% 86.0% 87.0%

Howick 5.8 6% 83.1% 92.0% 82.7%

Ixopo 0.8 0.87% 95.4% 83.2% 88.1%

Albert Falls North 0.01 0.01% 77.1% 69.7% 72.2%

Albert Falls South 0.01 0.01% 54.0% N/A1 N/A1

1Albert Falls South: The works is currently undergoing refurbishment and the load to this site is being tankered to 
the Albert Falls North WWTW for treatment.
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Figure 8.4: Bulk wastewater quality compliance (%)

Umgeni Water set an achievable target of ≥85% 
compliance for wastewater for 2012/2013. The 
organisation has achieved this target and the gap 
to full compliance is 13.8%. The gap is expected to 
close following the Darvill Wastewater Treatment 
Works upgrade scheduled for 2015.

Reasons for variance and action plans
At the Darvill WWTW, the variance is mainly 
attributable to the plant operating above its 
design capacity resulting in process related 
problems. Inadequate aeration capacity of the 
activated sludge process and solids carryover 
further contributed to non-compliances. Some rain 
events resulted in the fi lling of the storm dam and 
discharge of untreated sewage. Trade effl uent 
discharge problems were also a contributing factor 
to poor effl uent quality. 

At Ixopo WWTW variations in the volumes of infl uent 
entering the plant, over-aeration, solids carryover 
and disinfection problems, contributed to the poor 
effl uent quality.

At Howick WWTW non-compliances were mostly 
due to very high mixed liquor suspended solids in 
the reactor units, largely as a result of problems with 
de-watering equipment, whilst drying beds were 
signifi cantly affected by rain events. Reduction in 
plant capacity due to problems with the aerators 
and mixers, process overloading and aeration also 
contributed to the failures.

Over the year, signifi cant effort has been made 
to improve process functioning and has proven 
benefi cial. In particular for the Darvill WWTW various 
rehabilitation and upgrade projects have been 
budgeted for and are in progress, including a 
major works upgrade. At Ixopo WWTW information 
provision to the Municipality on low sewer volume 
issues is on-going. New chlorination equipment has 
been installed and a project is underway to build 
a second clarifi er unit. At Howick WWTW, process 
improvement efforts are on-going.

GREEN DROP CERTIFICATION PREPAREDNESS
Umgeni Water initiatives in the year included 
completion of internal process audits for all 
wastewater treatment works, identifying optimal 
water quality monitoring programmes for each 
site, developing multi-year training plans to address 
the skills gap to meet the requirements of the 
Water Services Act, Regulation 17, registration of 
superintendents and process controllers and overall 
preparedness to facilitate DWA assessments.
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8.2 CUSTOMER SATISFACTION

CUSTOMER MARKETS
Umgeni Water has the following markets for water 
services (water and wastewater):
1. Umgeni Water’s operational area: for water 

services and other related activities,
2. Rest of KwaZulu-Natal: water services and other 

related activities,
3. South Africa: water services and other related 

activities on demand, and
4. Rest of Africa for knowledge management, 

networking and responding to bi-lateral 
agreements between South Africa and 
other countries.

The organisation’s bulk supply customers in its 
operational area are the eThekwini Metropolitan 
Municipality, iLembe District Municipality, Ugu 
District Municipality, Sisonke District Municipality, 
uMgungundlovu District Municipality and Msunduzi 
Local Municipality.  

BULK PROVISION AND 
INFRASTRUCTURE ASSETS

Umgeni Water purposefully undertakes its core 
bulk water and wastewater business to effectively 
serve its customer and stakeholder base. As part of 
its water supply function, raw water is consciously 
abstracted, from dams, river and borehole sources, 
is conveyed, using both gravity and the most 
effective pumping options to bulk water treatment 
works, treated to meet SANS 241:2011 quality 
standards and distributed to customers.

Equally, as part of its wastewater supply function, 
Umgeni Water receives infl uent from municipal 
sewer systems, treats this at bulk wastewater 
treatment works and constantly strives to improve 
the quality of effl uent discharged back into 
receiving systems.

Umgeni Water’s infrastructure assets in support of 
its primary business comprise:  approximately 746 
kilometres of pipelines and sixty-six (66) kilometres 
of tunnels, thirteen (13) dams, of which fi ve (5) are 
managed on behalf of the Department of Water 
Affairs and two (2) on behalf of the Ugu District 
Municipality, eleven (11) water treatment works, of 
which two (2) are managed on behalf of the Ugu 
District Municipality and an additional eighteen 
(18) small water treatment works and nineteen 
(19) borehole schemes managed on behalf of the 
iLembe District Municipality. 

Infrastructure assets in support of bulk wastewater, 
either owned or operated, comprise the Darvill 
Wastewater Treatment Works, Howick Wastewater 
Treatment Works, Ixopo Wastewater Treatment 
Works, and two smaller works Albert Falls North and 
South Works.

A total of 423million cubic metres of potable water 
per annum (1 159Ml/d) are currently supplied to 
customers (Figure 8.5) who serve a population 

of 6.1million or 1.68million households through 
reticulation networks. Treatment works’ capacities 
and utilisation are shown in Figure 8.6 (a) and (b) 
respectively.

The organisation currently treats bulk wastewater 
totalling 31.8million cubic metres per annum 
(87Ml/d). Wastewater treatment works’ capacities 
and utilisation are shown in Figure 8.6 (c) and (d) 
respectively.

Figure 8.5: Volumes Supplied (mill m3)

BULK SUPPLY AGREEMENTS
Bulk Supply Agreements are concluded to cover 
obligations of both Umgeni Water and its customers 
in relation to water volumes, water quality, supply 
pressure, service interruption intervals, metering, 
tariff consultation, assurance of supply and capital 
infrastructure plans.  Signed agreements have 
been concluded with all customers. Of note, the 
long-outstanding long-term supply agreement was 
concluded and signed with Msunduzi Municipality in 
the 2012/2013 reporting year. 

Water demand projections are updated based 
on trends in historical water sales volumes and 
customer demand trends. In parallel, analysis of 
Umgeni Water’s bulk infrastructure and water works 
capacity in relation to demands highlight any 
infrastructure supply constraints or limitations on 
future growth that need to be respond to. 

Figure 8.6: Water Treatment Works (a) Capacity, 
(b) Utilisation and Wastewater Treatment Works (c) 
Capacity and (d) Utilisation.

(a) WTW Capacity (Ml per day)
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(b) WTW Plant Utilisation %

(c) WWTW Capacity (Ml per day) (d) WWTW Plant Utilisation %
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SUPPLY CAPACITY AND CONSTRAINTS
Several works, as shown in Figure 8.6 are currently 
operated above their design capacity to meet 
demands and this also impacts on water quality.  
Umgeni Water has put in place specifi c interventions 
to address these including:
• Midmar WTW: A works upgrade is planned for 

2014. Once complete, the load between the 
DV Harris WTW and Midmar WTW will be 
optimally managed,

• Hazelmere WTW: Capacity constraint will be 
addressed through a works upgrade from 45Ml/d
to 75Ml/d. In the short-term, a 5Ml/d package 
plant is augmenting the supply to 
meet demands,

• Mvoti WTW: The Lower Thukela BWSS will replace 
this works by 2015. As a short-term solution 
refurbishment of the fi lters was completed and a 
2Ml/d package plant installed,

• Maphephethwa WTW: The works upgrade 
was undertaken in 2012/2013 and was partially 
commissioned (1.5Ml/d to 4Ml/d) in December 
2012.  Additional required upgrade work will be 
implemented in 2013/2014, and

• Ixopo, Mzinto and Mtwalume WTWs: Operational 
and process enhancements will alleviate 

constraints for these works in the short term: the 
Mzinto system load is to be shed through the 
planned Scottburgh-Ellingham Link pipeline in 
2014.  The load on the Mtwalume system will be 
shed to the South Coast Pipeline when the 
Pennington Link is completed by Ugu DM. The 
long-term solution to address the Mtwalume 
and Ixopo WTWs’ capacity constraints is the 
planned extension of the South Coast Pipeline 
and related system upgrades.

OPERATIONAL PERFORMANCE 
AND SERVICE PLANNING

In the year, Umgeni Water met formally with all 
customers for operational performance and service 
planning and customer liaison was signifi cantly 
enhanced to ensure critical feedback was 
received regarding service level improvements 
and upgrades. In addition an independent multi-
stakeholder survey was concluded, results analysed 
and action plans developed to address all pertinent 
issues raised by customer and stakeholders. Umgeni 
Water met all customer requirements in relation to 
water volumes, supply pressure and metering. Some 
customer service interruptions occurred but were 
minimal and successfully addressed in the year.  
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VARIANCE 
0.25% supply disruptions > 24 hours

REASONS FOR VARIANCE
A total of ten (10) days supply disruption > 24 hours 
were experienced in 2012/2013, comprising  three 
(3) days in the fi rst quarter for the Midmar system, 
three (3) days in the second quarter for the Mzinto 
and Mtwalume systems, due to severe fl ooding, and 
four (4) days in the third quarter for the Wartburg 
system due to power failure. No further disruptions 
were experienced in the last quarter of 2012/2013.

Actions taken: A pipeline rehabilitation programme 
for Midmar, which will commence in 2013/2014 and 
fi nalisation of the disaster management plan with 
customer for south coast systems will mitigate future 
disruptions for these areas. A back-up generator 
has been installed for the Wartburg system and in 
the long-term the planned capacity upgrade will 
mitigate supply outages for this area.

Structured consultation was also undertaken with 
customers, for communication of future demands, 
infrastructure plans and tariff assumptions, and 
responses were used to inform the future tariffs and 
infrastructure plans.

Conceptual plans for growth and expansion of 
water services have been developed, for existing 
and new customer areas, notably where there are 
high water services backlogs.  The growth plan 
draft will be developed further in line with identifi ed 
priorities and opportunities that unfold in the coming 
period.  Customer engagement and consultation is 
core to Umgeni Water’s success and customers are 
intricately involved in developing future 
service plans.

ASSET CONDITION, MAINTENANCE 
AND MANAGEMENT

Umgeni Water remains highly committed to meeting 
all obligations of its Bulk Supply Agreements and 
conducts regular maintenance and inspection 
of all its assets as an intrinsic part of continued 
operations management. This comprises planned 
maintenance, which is inclusive of preventative 
maintenance, repairs, redesign and modifi cations, 
which are complemented by on-going unplanned, 
reactive and corrective maintenance in line with 
our asset management implementation plan for 
the year. The asset management strategy further 
drives the focus of condition assessments of the 
various components of key strategic and critical 
infrastructure to its various sub-components i.e. civil, 
mechanical, electrical, instrumentation and control. 

A key output of these assessments is establishment 
of the condition status of our assets. This status is vital 
in determining the useful life and future investments 
required to maintain our level of service to all our 
customers.  The intention is to ensure there are no 
assets that pose signifi cant risk to supply and there 
will be no major interruptions to its business over the 
next fi ve years and beyond. 

In the year the asset spend was R152m (Figure 8.7).  
Over the years Umgeni Water continues to maintain 
its assets and on average the maintenance 
investment is 4% of the value of the asset.  Based on 
assessments conducted over the last year, there are 
no assets that pose signifi cant risk to supply and the 
organisation envisages no major interruptions to its 
business over the next fi ve years and beyond.

Figure 8.7: (a) Maintenance Spend (Rm)

Figure 8.7: (b) Maintenance as a percentage of 
Property Plant and Equipment (PPE)

WATER LOSS MANAGEMENT AND METERING
Umgeni Water has over the years successfully 
maintained non- revenue water below 5%.  This has 
been a result of a metering strategy which focuses 
on metering all critical nodes and monitoring of 
meter accuracy. This initiative will continue through 
meters installed by Umgeni Water at various critical 
points in its systems.  

For raw and potable water applications this 
includes meters at abstraction points, treatment 
works infl ow, treatment works outfl ow, within the 
distribution system and at the point of sale. These 
provide value information for abstraction, storage 
monitoring and adequacy, water balancing 
purposes, computation of water loss between 
the various points and water loss management, 
distribution control sales and billing purposes.  

In addition, measurement provides information for 
on-going operations and effi ciency improvements 
including unit processes management, ensuring 
correct fi lter backwashing rates, pump effi ciencies, 
pipeline operation and other information to inform 
asset management. 
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Equally for wastewater applications meters at infl uent and effl uent points provide valuable information for 
assessing plant loading, process control management, storage and treatment, including storm dam, billing and 
discharge information.  On-going operational effi ciency improvements will be made including unit processes, 
pump effi ciencies and asset management.

8.3 INFRASTRUCTURE STABILITY

Umgeni Water’s long term water supply forecast 
has been developed using long-term growth rates 
agreed upon with all our major customers, taking 
into account current population densities and 
spatial distributions. There are many areas outside 
the organisation’s current supply ‘footprint’ area 

that contain notable populations. These areas either 
receive no water services, or they receive water 
services directly from the municipality.  Many of 
these schemes are characterised by stand-alone 
schemes that are unsustainable and provide a 
service at the basic level.

Table 8.3: Water Access Status (Source: Census 2011 (Statistics SA 2013)

WSA
Total 

Number of 
Households

Piped (tap) 
water 

access 1

Piped (tap) 
water 

access 2

Piped (tap) 
water 

access 3

Piped water 
below 

RDP level
%  Backlogs

eThekwini MM  956 712 575 760 196 265 113 910  70 777 7%

Ugu DM  179 444  44 215  17 477  56 539  61 213 34%

Sisonke DM  112 281  16 515  20 213  23 656  51 897 46%

iLembe DM  157 692  37 418  32 212  39 529  48 533 31%

uMgungundlovu DM  108 674  37 870  33 680  13 230  23 894 22%

Msunduzi LM  163 993  78 626  63 323 9 335  12 709 8%

Total 1 678 796 790 404 363 170 256 199 269 023 16%

1. Inside dwelling
2. Inside yard
3. Community stand within 200m from dwelling

Umgeni Water’s approach is to balance the 
continued provision of reliable bulk water supply 
to existing customers with growth whilst ensuring 
rural development through reduction of backlogs, 
extending water access and supporting vulnerable 
municipalities. Our strategic infrastructure goals are 
therefore:
• Infrastructure upgrades and rehabilitation 

projects to ensure product quality and a 
sustainable supply to all customers, 

• Supply to backlog areas to reduce water 
backlogs, thus contributing to rural development, 
and 

• Infrastructure for expansion and growth to 
augment and expand the supply to our 
customers as per the agreed long-term 
demand forecasts.

Furthermore, Umgeni Water ensures that its bulk 
water infrastructure developments are undertaken 
in a sustainable manner. Projects are subjected to 
the relevant Environmental Impact Assessments 
during project planning, design, construction 
and commissioning phases and manifests 
in the development and implementation of 
sound Environmental Management Plans, and 
environmental monitoring and auditing at all 
relevant project life-cycle phases. 

Umgeni Water uses local labour as its preferred 
work force to facilitate skills transfer and economic 
support to local communities.
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Figure 8.8: Infrastructure Map  

Project Name Objective Major Customer
Implemented as 
at 30 June 20131 

(R’m)

Total Project
 Cost (R’m) 

1 Lower Thukela BWSS Rural Expansion iLembe DM 102 1 228

2 Maphumulo BWSS Rural Expansion iLembe DM 196 405

3 uMshwathi BWSS Rural Expansion uMgungundlovu & 
iLembe DMs

59 773

4 Durban Heights WTW Filter 
Upgrade

Upgrade eThekwini MM 0.06 190

5 Hazelmere Bifurcation Pipeline Augmentation eThekwini MM & 
iLembe DM

66 69

6 Hazelmere Raw water Pipeline Upgrade eThekwini MM & 
iLembe DM

13 20

7 South Coast Booster Pumpstation Augmentation Ugu DM 76 87

8 Richmond Offtake to Umlaas 
Road (61Pipeline Augmentation)

Augmentation eThekwini MM 108 182

9 Richmond Pipeline Rural Expansion uMgungundlovu DM 57 224

10 Greater Eston BWSS Rural Expansion uMgungundlovu DM 103 157

11 Mhlabatshane Sub-Reg Scheme Rural Expansion Ugu DM 153 220

12 Greater Mpofana BWSS  Phase 1 Rural Expansion uMgungundlovu DM 6 283
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Umgeni Water Infrastructure Map  
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PERFORMANCE WITH CAPITAL 
INFRASTRUCTURE PLAN

Umgeni Water has a fi ve-year capital infrastructure 
programme of R4.8billion of which R2.3billion (47%) 
targets rural access. Overall, signifi cant progress 
with capital infrastructure expenditure performance 
was achieved.  The key projects are shown in 
Figure 8.9 and include:
• Lower Thukela BWSS,
• uMshwathi BWSS,
• Maphumulo BWSS Phases 1 & 2,
• Mhlabatshane SubBWSS Phases 1&2 

and emergency,
• Darvill WWTW Upgrade ,
• 61 Pipeline – DV Harris to World’s View, ED2-

Richmond Offtake, Richmond Offtake to
Umlaas Road,

• Hazelmere WTW Upgrade , P/S, Hazelmere-
Bifurcation & Raw Water Pipeline, 

• Richmond Pipeline,
• Greater Eston BWSS,
• Durban Heights Booster P/S, Reservoir 3 roof, 

Valves & Actuators and Filter Upgrade, and
• SCA Booster Pumpstation.

Figure 8.8: Capital Infrastructure a (Rm)

In the past year, Umgeni Water had planned a total 
capital infrastructure spend of R829m ± 15% (R705m 
to R953m).

Actual spend performance for the year was R612m 
(74%).  R217m or 26% underspend. Overall, 65% of 
project milestone dates were met.

VARIANCE: 
Total capex underspend of R93m or 13% against 
lower target of R705m.

The target for rural projects was R353 ± 15% (R301m 
to R407m).  Actual spend performance for the year 
was R308m (87%). Umgeni Water currently has 9 
rural expansion projects in progress.

REASONS FOR VARIANCE 
Delays in capital infrastructure implementation 
for major projects: Mhlabatshane BWSS WTW and 
Reservoirs, Maphumulo BWSS Phase 2 (Imvutshane 
Dam), Hazelmere WTW Upgrade, Lower Thukela 
BWSS Phase 1, Greater Eston BWSS, Ngcebo BWSS 
and Richmond Pipeline, due to a combination 
of contractor issues and terminations, contractor 
negotiations, funding delay and award delays. 
Tender awards took an average of 137 working 
days, and was much higher than the planned 
≤60 working days.

ACTION 
Mhlabatshane BWSS emergency package 
plant construction in progress for water delivery 
in September 2013. Maphumulo BWSS Phase 
2 (Imvutshane Dam) contractor is on site and 
work is proceeding, Hazelmere WTW Upgrade 
construction is in progress, Lower Thukela BWSS 
Phase 1 construction is in progress, Greater Eston 
BWSS construction set to commence in August 2013 
and Richmond Pipeline construction is in progress. 
The Engineering, Procurement and Construction 
Management (EPCM) system is being reviewed 
and will be streamlined in 2013/2014 to improve the 
capex turnaround.

PROGRESS WITH KEY PROJECTS TARGETING 
AUGMENTATION INCLUDES:

• ’61 Pipeline Augmentation, Richmond Offtake to 
Umlaas Road Serves uMgungundlovu DM and 
eThekwini MM

 o Pipe jack under N3 substantially completed, 
and

 o construction in progress

• Hazelmere to La Mercy Bifurcation Pipeline - 
Serves iLembe DM, KwaZulu-Natal North Coast, 
serving areas of: uMhlali Village, Nkobongo 
Township, Etete, Groutville, Ballito, Zimbali, 
Shaka’s Rock, Shaka’s Head, Salt Rock, Sheffi eld 
Beach and Tinley Manor. 

 o Practical completion achieved in
November 2012

• South Coast Augmentation Booster Pump 
Station - Serves the Ugu WSA, to meet increasing 
demands to the South Coast Area. Infrastructure 
comprises: Civil works building, pumps installation 
and electrical and instrumentation works.

 o Original scope completion achieved in 
2012 and pumpstation is fully operational, and

 o Additional scope being implemented at 
customer’s request.

2009

217

2011

352

2010

315

2012

465

2013

612

Rural Development

Upgrade, Rehabilitation, Augmentation, Expansion

Total  bulk infrastructure capex (Rm)
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PROGRESS WITH KEY PROJECTS TARGETING 
RURAL EXPANSION INCLUDES:

• Lower Thukela BWSS - Serves the iLembe DM, 
KwaZulu-Natal North Coast, from north of Durban 
to the uThukela River.  Capacity: 110Ml/d. 
Infrastructure comprises: Abstractions works, 
pump station and weir on the uThukela River, 
55Ml/d in Phase 1 upgradable to 110Ml/d WTW in
Phase 2 and Potable water pipelines.

 o In 2011/2012 most of the detailed design of
Phase 1 was complete and in tender, 

 o In 2012/2013 award of contracts delayed 
due to appeals and grant funding. The gravity 
main pipeline is in construction, the mechanical 
electrical and instrumentation contract 
awarded, the abstraction weir and water 
treatment works tenders are in adjudication, 
and

 o Electrical power supply and rising main pipeline 
and command reservoir in tender preparation.

• Richmond Pipeline - Serves the Msunduzi WSA 
and uMgungundlovu WSA and will reach and 
provide access to rural communities in Richmond 
Local Municipality.  30km potable water pipeline 
from Richmond Off-take to Richmond Reservoirs, 
plus a booster pump station and a reservoir 
at Lillifontein.

 o Pipe delivery completed. Award of pipeline 
construction contract delayed due to 
CPG negotiations,

 o Reservoir contract awarded. Pump Station 
contract about to be awarded pending 
approval of additional budget, and

 o Completion planned for August 2015.

• Greater Eston BWSS - Serves uMgungundlovu 
WSA and will reach and provide potable water 
access for 41 240 people in 4 wards in 
Mkhambathini Local Municipality and 2 wards 
in Richmond Local Municipality, making a 
signifi cant impact in alleviating water backlogs 
in these areas. Capacity: 4Ml/d upgradable to 
8Ml/d. Infrastructure phases comprises:

 o Phase 1. Bulk Supply, 0.4Ml Reservoir and 
Reticulation to uMacalagwala,

 o Phase 2. Bulk Supply, 4 Storage Reservoirs 
and Reticulation to Ogagwini (Currently in 
construction by UMDM),

 o Phase 3. Bulk Supply to Ukhalo, 3.5Ml Bulk 
Reservoir, Pump Station and Trunk Main for 
supply to Phases 4 and 5,

 o Phase 4. Bulk Supply and Reticulation to Ismont 
and Dwengu,

 o Phase 5. Bulk Supply to Embuthweni 
and Inhlazuka,

 o Phases 1 awarded to new contractor after 
previous termination and construction to begin 
in fi rst quarter of 2013/2014,

 o Phase 3 has been in construction and close 
to completion,

 o Phases 4 and 5 construction to begin in fi rst 
quarter of 2013/2014, and

 o Completion of the entire project scheduled
for November 2014,

• Mhlabatshane BWSS - Serves Ugu WSA and will 
reach and provide potable water access for 
101 000 inhabitants of ten tribal authority areas: 
Bhekani, Nhlangwini (west), KwaCele 1, Hlubi, 
Mabhaleni (west), KwaCele K, Frankland, Qwabe 
P, Shabeni, and KwaMadladla. Capacity:4Ml/d 
upgradable to 8Ml/d. Infrastructure comprises: 
25m high dam, Access roads, Raw water pump 
station and Rising main, 4Ml upgradable to 8Ml/d 
WTW, Potable water pump station, 2Ml 
upgradable to 4Ml reservoir, and Potable water 
gravity main.

 o In 2011/2012 the construction of the dam and 
access roads and the bulk supply pipelines 
were completed, 

 o Two contracts for the construction of the Water 
Treatment Works, and Reservoirs and Pump 
Station, had to be terminated and a new 
tender is in evaluation, and 

 o Completion expected by April 2014.

• Maphephethwa WTW Upgrade - Serves the rural 
areas of Greater Maphephethwa in Inanda area,
in the eThekwini MM. Upgrade from 1.4 to 5Ml/d 
of WTW and reservoir.

 o In 2011/2012 the upgrade was close to 
completion. The contract had to be terminated 
and a new tender advertised,

 o In 2012/2013 the works upgrade to 5 Ml/d was 
undertaken and partially commissioned in 
December 2012, and

 o Additional required upgrade work will be 
implemented through a new tender early 
in 2013/2014. Completion expected in 2014.

• Maphumulo BWSS - Serves the iLembe DM, and 
KwaMaphumulo, Mandini, Ndwedwe, and 
KwaDukuza LMs, and will serve 150 000 people 
in Maqumbi and Ashville. Capacity: 6Ml/d 
upgraded to 12Ml/d. Infrastructure Phase 1 
comprises: Imvutshane River abstraction, 6Ml/d 
WTW, Potable water pipelines, Booster pump 
stations and Reservoirs. Phase 2 comprises 
construction of the Imvutshane Dam.

 o Four Phase 1 contracts completed, and
 o The Imvutshane Dam contract award was 
delayed but has stared and is in 
construction now.

• Greater Mbizana Regional Bulk Water Supply 
Scheme, Umgeni Water is implementing the 
Greater Mbizana Regional Bulk Water Supply 
Scheme in support of rural development in the 
Eastern Cape area, and a number of 
components are currently under construction. 
Project progress and planned activities for 
contracts that have been awarded are: 

 o Construction of the 40m high Ludeke Dam, on 
a tributary of the Mtamvuna River, has been 
delayed due to severe fl ooding during 
August-September 2012. The new completion 
date is the last quarter of 2013/2014,

 o The raw water pump station and the raw water 
rising main to the Nomlacu Water Treatment 
Works, have been completed,
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 o An interim raw water pumping system has 
been installed at the Ludeke Dam site and will 
enable the commissioning of Phase 1 of the 
upgraded and extended Nomlacu Water 
Treatment Works (with a design capacity of 10 
Ml/d), and provide up to 4 Ml/d to the town of 
Bizana and surrounds, and

 o Construction work on the fi rst phase of the 
Bulk Treated Water Supply System, comprising 
28 km of pipelines, 8 bulk storage reservoirs 
and a pump station started in March 2012 and 
the completiondate is mid-2014. 

8.4 CORPORATE SOCIAL 

INVESTMENT (CSI)

MANAGEMENT APPROACH
Umgeni Water is committed to the economic 
and social transformation of its stakeholders and 
the communities within which it operates. The 
organisation’s CSI projects focus, inter alia, on 
education and training, job creation, public 
health, community development, environmental 
conservation, arts culture and sport. 

To ensure a focussed approach to empowerment, 
Umgeni Water has in place a BBBEE Policy which 
is aimed at facilitating, inter alia, the procurement 
of goods and services from black owned entities, 
promotion of entrepreneurship in historically 
disadvantaged communities and promoting 
participation of new business entrants in the
water sector.

BBBEE PERFORMANCE
In the year Umgeni Water revised and enhanced 
its BBBEE initiatives to expand and improve 
implementation through the introduction of 
Contract Participation Goals (CPGs). CPGs require 
tenderers to commit a certain percentage of the 
tender scope of work and value for which the 
tenderer will contract targeted enterprises through 
provision of meaningful economic opportunities.

Performance with Contract Participation Goals 
(CPG) Targets in 2012/2013
CPG targets set for 2012/2013 included a minimum 
target of 30% for all construction and professional 
services projects.

Of the forty-fi ve (45) open tenders awarded during 
the year thirty-nine (39) contracts were signed as at 
30 June 2013.

An average of 22% CPG was achieved for these 
thirty-nine (39) project contracts concluded in the 
year with a total CPG value of R240.38m being 
achieved. The CPG per cent achieved comprises 
the following:

The average CPG for contractors is 23%. Of 25 
contractors awarded: 

 o Fourteen (14) achieved CPG ≥ 30%, 
 o Five (5) achieved CPG of between 10 and 20%, 
 o Four (4) had a CPG of 0%, and
 o Two (2) were pending as at 30 June 2013.

The average CPG for PSPs (professional service 
providers) is 21%: Of 20 PSP contracts awarded: 

 o Seven (7) achieved CPG ≥ 30%, 
 o Five (5) achieved CPG of between 10 and 26%, 
 o Three (3) had a CPG of 0%, and 
 o One (1) is an SOE and four (4) were pending as 

at 30 June 2013. 

As a result of this initiative nuances of economic 
transformation will be visible in the forthcoming 
period and demonstrate the success of this BBBEE 
initiative.

Performance with Broad-Based Black Economic 
Empowerment (BBBEE) in 2012/2013
An optimistic BBBEE spend target of 80% was set for 
2012/2013 with a target of three (3) new entrants to 
be entered onto the database.

As at the end of June 2013, there was 51.64% BBBEE 
spend achieved and fi ve (5) new entrants added 
to the database. The BBBEE spend represents 
a decrease in BBBEE spend over the prior year 
(2011/2012: 69% spend). The calculation of this 
percentage is based on the BBBEE levels of the 
companies that have been awarded work by 
Umgeni Water which includes other SOEs. If the 
spend with SOE’s is deducted from the overall 
procurement spend, the 2012/2013 BBBEE spend 
is 78.1%. 

As a result of the concerted CPG initiative in the 
year, the benefi ts will manifest as increased BBBEE 
spend in the forthcoming period.

Monitoring BBBEE/CPG implementation at 
Umgeni Water
Umgeni Water has appointed two analysts, part 
of the functions of which will be to monitor 
BBBEE / CPG implementation of awarded contracts 
to ensure:
• established enterprises are in fact engaging the

targeted enterprises as per contracts,
• targeted enterprises are in fact performing the

scope as per contract, and
• payments due to targeted enterprises are 

processed at the correct rates and at 
agreed timeframes.
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Table 8.4: BBBEE Spend in 2012/2013

BEE Status Suppliers Total Spend 
(R’m)

BBBEE Spend 
(R’m)

BBBEE Spend 
(%)

Unclassifi ed 544 77.25 0.00 0%

Not Applicable 2 0.04 0.00 0%

Level One Contributor 59 36.71 36.71 100%

Level Two Contributor 75 69.83 69.83 100%

Level Three Contributor 232 117.43 117.43 100%

Level Four Contributor 333 288.88 288.88 100%

Level Five Contributor 52 187.71 150.17 80%

Level Six Contributor 50 31.81 19.09 60%

Level Seven Contributor 17 2.20 1.10 50%

Level Eight Contributor 24 46.57 4.66 10%

Non-Compliant Contributor 45 23.02 0.00 0%

Other (Incl. parastatals) 22 451.70 0.00 0%

Exempted Micro Enterprises 22 1.23 1.23 100%

Totals 1 477 1 334.36 689.08 51.6%

JOB CREATION AND COMMUNITY PARTICIPATION
Job creation targets for 2012/2013 were set as part of the capital infrastructure programme and in the year, a 
total of 538 temporary jobs were created through infrastructure projects implementation, shown in Table 8.5.

Table 8.5 Jobs created through Umgeni Water Capital Infrastructure Programme in 2012/2013

Project Jobs Created Wages Paid
 (R’000)Male Female youth Disabled Total 

Jobs

Maphephethwa WTW Upgrade 32 4 20 0 8 164

Maphumulo Phase 1.1B 558 41 380 0 88.5 1 824

Maphumulo Phase 1.3 147 19 100 0 34 734

Hazelmere WTW Upgrade 157 13 105 0 30.3 648

Greater Eston 449 118 377 0 108.6 2 508

Hazelmere to La Mercy Bifurcation 306 0 219 0 63.5 1 322

Richmond Pipeline off-take to Umlaas Road 497 10 343 0 87.5 1 589

Mhlabatshane WTW 37 13 25 0 13 183

Hazelmere Raw Water Pipeline 293 78 232 0 60.1 1 282

Groutville Booster Pumpstation 101 0 35 0 16.09 159

Richmond Pipeline 44 4 41 0 5 33

Lower Thukela Scheme 51 38 62 0 11.63 139

Maphumulo Phase 2 – Imvutshane Dam 45 13 33 0 12.9 202

Lilliefontein Reservoir 5 0 3 0 0.3 5

TOTAL 2 722 351 1 975 0 538.42 10 791

A total of R10.8million was paid in wages to local labour.

Successful community engagement is acritical 
success factor for Umgeni Water during water 
supply infrastructure construction and is 
approached in a manner that would facilitate 
communities participating in the identifi cation, 
defi nition, and joint solution seeking with other 
stakeholders regarding issues affecting their 
surroundings. Umgeni Water, through institutional 
and social development facilitators, consulted 
and involved communities to be part of the 
implementation process for all relevant water 
infrastructure projects in the year. 

Each project had unique incidences or issues 
that required specifi c and relevant interventions. 
As a result of successful management of this, 
a foundation of trust is built with community 
stakeholders. The changes in political landscape 
and servitude encroachments are added factors 
that require re-negotiation.  Notwithstanding this 
Umgeni Water has found that all stakeholders are 
willing to work together in the interest of providing 
sustainable water supply access to communities.
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WATER EDUCATION AND
COMMUNITY OUTREACH

Umgeni Water continues to reap success from 
its Water Classrooms and Water Education 
Programmes it hosts at three operational sites, 
namely, the Durban Heights WTW, the Midmar WTW 
and the Darvill WWTW.  In the year, seventy-two (72) 
institutions visited the sites and a total of 104 water 
classrooms were taught, reaching 4 362 participants.

Umgeni Water also continued to reach out to 
schools through special environmental day 
awareness programmes. These included road shows, 
clean-up campaigns and tree planting activities 
during Arbor Week, Wetlands Day, Water Week 
and Environmental Week. Tree planting included 
forty-fi ve (45) trees planted in eThekwini MM and 
iLembe DM areas, including at the Hazelmere and 
Maphumulo water treatment works areas and at 
fi ve (5) schools in Maphumulo, the latter assisted by 
880 learners.

In the year support and funding were provided to 
a community in Maphephethwa in establishing 
a block-manufacturing cooperative.  The 
cooperative was successfully registered and land 
was allocated for its operations by the local tribal 
authority.  Governance training and mentorship 
were provided as well as support in preparation of 
the site. In addition Umgeni Water completed its 
initiative of reconstructing storm damaged 
dwellings of several residents in the Kenville Informal 
Settlement in the eThekwini area.

A range of water related educational materials 
were provided by Umgeni Water in the year, as well 
as a total of 6 000 posters that were printed and 
distributed during awareness events.

ADOPT A SCHOOLS PROJECT
Umgeni Water continued to work with the twenty 
(20) schools it has adopted as part of a multi-year 
initiative which includes environmental education, 
setting up food gardens and libraries.  Interventions 
in 2012/2013 year, aligned to the environmental 
management plan previously set up and overseen 
by the school’s environmental committee, 
comprised:
• Awareness events at the schools including arbor 

week, water week, wetlands and environment 
week.  During Arbor week trees were planted at
all adopted schools,

• One of the schools namely Bazamile Primary 
benefi tted from sponsorship of a library resource 
centre which includes the sponsoring of more 
than 1 000 books and ten computers, 

• Adopted schools in the Maphumulo area 
participated in a clean-up campaign, where 
over fi fty (50) bags of rubble were collected,

• One of the adopted schools in Ndwedwe 
was presented with an International fl ag through 
the Eco-schools programmes for which Umgeni 
Water’s involvement at the school 
was acknowledged, and
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• Umgeni Water facilitated linkages with the
department of Agriculture and Environmental 
Affairs, which resulted in permaculture training 
for eighteen (18) educators from the various 
adopted school. Skills, both theoretical 
and practical, learned by the educators 
for implementation at the adopted schools 
included: techniques in compost making, bed 
preparation, including double-digging, seed 
sowing, crop rotation, companion planting and 
pest management. 

 
ADOPT A RIVER PROJECT

Umgeni Water continues to provide capacity and 
support as an Implementing Agent on behalf of 
DWA, for the Adopt a River Project. The project 
employed 100 women of whom four (4) were 
trained as Supervisors,  four (4)  trained as Health 
and Safety Representatives and  four (4)  trained 
as First Aiders. Since its inception 17km of river have 
been cleared with more than 20 000 refuse bags 
rubble for collected.  

Apart from creating job opportunities for 100 women, 
this project has been benefi cial in that sensitivity 
has been built within the Umlazi communities 
especially those residing alongside the Isipingo 
River, regarding the impact of illegal dumping and 
negligence, exposure to aquatic invertebrates has 
been provided to schools using Mini-SASS, learners 

and communities have participated in presentations 
and communication on the benefi ts of keeping the 
riverine environment healthy and sustaining the 
river ecology.

As a result of the positive feedback gained from the 
above adopt a river project, similar projects have 
started in the surrounding communities with the 
clearing of neighbouring rivers and for which jobs 
were created.

JOB CREATION AND SUPPORT FOR NATIONAL 
GOVERNMENT PROGRAMMES

Umgeni Water provides support as an implementing 
agent to several programmes of national 
government including the Working-for-Water 
Programme, the aforementioned Adopt-a-River 
Programme and for Bulk Water Supply Infrastructure 
Development to Alfred Nzo DM, amongst other.  In 
2012/2013 Umgeni Water created a total of 1 790 
jobs through these programmes, comprising:
• 303 jobs created through the Greater Mbizana 

Bulk Water Supply Scheme to Alfred Nzo,
• 420 jobs created  through Adopt-a-River, and
• 1 067 jobs created through Working–for-Water.
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CONSERVING 
OUR NATURAL 

RESOURCES 

9.O
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9.1 ENVIRONMENTAL SUSTAINABILITY, INCLUDING 

WATER RESOURCES ADEQUACY

MANAGEMENT APPROACH
Umgeni Water strives for sustainable growth and 
will ensure the organisation continues to provide 
and extend sustainable water services to all areas. 
Mindful of its high reliance on adequate supplies of 
raw water resources, energy, chemicals and other 
natural resources to undertake its core business 
services, Umgeni Water is committed to protecting, 
conserving, effi ciently using and sustaining these 
resources.

Umgeni Water currently implements environmental 
management programmes and plans throughout 
the life-cycle of its projects, which is during planning, 
construction, operation and decommissioning. The 
different environmental management programs 
and plans are categorised into:

• Corporate environmental management focusing 
on aligning the business activities towards 
environmental sustainability and promoting a shift 
towards a green economy,

• Operational environmental management 
focusing on ensuring compliance of the 
organisation with applicable governing 
environmental legislations and regulations and 
avoiding and or minimising environmental 
impacts as a result of business activities, and

• Integrated environmental management 
focusing on the identifi cation, mitigation and 
implementation of management plans for 
potential environmental impacts for 
infrastructure projects.

73A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3
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In addition to the mandatory disclosure 
requirements for a public water services entity in 
South Africa, Umgeni Water continues to improve 
alignment of its environmental indicators with the 
internationally accepted GRI – Global Reporting 
Initiative – indicator disclosure requirements, in terms 
of materiality and relevance.  Aspects include: 
materials, including chemicals and water resources, 
energy effi ciency, greenhouse gas emissions and 
carbon footprint mapping, biodiversity, and waste 
management, amongst others.

WATER RESOURCES ADEQUACY 
The core function of Umgeni Water, which is 
treatment and supply of bulk potable water, is 
highly dependent on the availability of sustainable 
water resources. The reconciliation between 
water resource availability and water demands is 
therefore of primary importance to the organisation 
and forms an integral part of its infrastructure 
planning process. Understanding what water 
resources are available to the organisation both 
currently and in the future, and what impacts affect 
the level of assurance from these resources, is key 
to achieving the balance between supply and 
demand and in maintaining the assured level of 
supply required by the customers. 

A map of water resources quality and quantity in 
shown in Figure 9.2. 

Umgeni Water primarily sources water from ten 
impoundments on three major water resource 
systems namely, the Mgeni System (Mooi and Mgeni 
rivers), the North Coast System (Mdloti River) and 
the South Coast System (Nungwane, Mzimayi and 
Mzinto rivers).  Total water withdrawal by source is 
shown in Figure 9.1.

Figure 9.1 Water Withdrawal by Source (million m3)

In the year, progress was made with the following 
water resources developments:
• Imvutshane Dam (UW) construction,
• Spring Grove Dam (DWA-TCTA) partial 

completion and impoundment in progress,
• Mkomazi Project (DWA) detailed feasibility study,
• Hazelmere Dam raising (DWA) detailed design,
• Darvill WWTW Reuse project feasibility study, and
• East Coast Region Desalination detailed 

feasibility study.

CLIMATE CHANGE AND WATER RESOURCES
The potential impact of a changing climate on 
the hydrology and water security of the four main 
supply dams in the Mgeni catchment has been 
assessed using thirty-one(31) different future 
climate scenarios. 

The assessment of different scenarios has resulted 
in a range of possible alternatives, each with an 
equal possibility of occurring in the future. The 
scenarios have therefore been packaged in a 
Scenario Selection Tool to facilitate the assessment 
of impacts for different permutations. 

In many respects, this study is the fi rst of its kind in 
South Africa and the rest of world. This is due, not 
only to being contemporary in terms of determining 
the impact of climate change on water security 
per se, but also to the extensive number of climate 
models used in this assessment, and the coupling of 
several complex modelling techniques.

Unfortunately, the range of possibilities in the future 
remains large and unpredictable. Since each of 
the thirty-one  (31) modelled scenarios have an 
equal possibility of occurring in the future, defi nitive 
conclusions and recommendations based on these 
results, are unfortunately not possible. The increased 
variability will make the future less predictable and 
thereby impose additional risk and vulnerability. 

Several recommendations emanate from this study 
which Umgeni Water is assessing to taking forward, 
whilst continuing to explore traditional and new 
methodologies to improve the management and 
supply of water. 

2012

438

2013

446

Mooi - Mgeni System

North Coast System

Other (Ixopo Dam)

South Coast System

Total withdrawal 
(mil m3)
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uThukela

RAW WATER QUALITY
The status of raw water quality per supply source/
catchment is represented in Table 9.1 and 
Figure 9.2. Water quality risks that are currently 
associated with Umgeni Water’s raw water 
resources are due to the presence of feedlots 
in some catchment areas, the presence of 
wastewater treatment works upstream of some 
impoundments, seasonal changes (rainfall/storm 
events, impoundment stratifi cation) and sewer 
problems in some towns. These risks are inclusive 
of: Algal blooms and aquatic weed problems 
associated with eutrophication, chemical 
contamination (including iron and manganese), 
elevated turbidity and faecal contamination 
(and associated pathogen risk) and erosion runoff 
contamination.

Umgeni Water has set resource quality objectives 
for abstractions for water treatment that it will 
continue to use as alert triggers for mitigation 

against increased public health risks and higher 
treatment costs. 

Water quality management plans include:
• Monitoring quality of raw water resources to 

assess source quality for treatment.
• Assessing risks associated with trends in 

eutrophication, chemical contaminants, 
pathogens and suspended solids, and 
effectiveness of raw water quality objectives,

• Engaging in catchment management activities 
to infl uence resource quality and quantity 
objectives that will balance environmental 
objectives whilst safeguard consumer health, and 

• Improving quality of waste discharges from 
its sites.

DWA is kept continuously apprised of the quality 
and risks associated with the source water trends 
to continue to ensure the long-term sustainability of 
South Africa’s water resources.

Figure 9.2 Major water resources and water quality status

River and Impoundment Quality
Excellent
Good
Satisfactory
Poor
Unsatisfactory
Not Monitored

WATER RESOURCES PROJECTS
1. Spring Grove Dam (DWA-TCTA) partial

completion and impoundment in progress
2. Imvutshane Dam (UW) construction
3. Lower Thukela run of river abstraction
4. Hazelmere Dam Raising (DWA) detailed design
5. Darvill Wastewater Re-use feasibility
6. Mkhomazi Project (DWA) detailed feasibility
7. Seawater desalination detailed feasibility
8. Mhlabatshane Dam complete
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Table 9.1: Water Quality of Raw Water

System Catchment Impoundment 2009 2010 2011 2012 2013

Mooi-Mgeni 

(812mil m3)1

Mooi-
Mgeni

Mearns Weir, 
Midmar Dam

Good Good Good Good Good

Mgeni Albert Falls Dam Good Good Good Good Good

Nagle Dam Moderate Moderate Moderate Moderate Moderate

Mgeni Inanda Dam Moderate Moderate Moderate Moderate Good

North Coast
(17.9mil m3)

Mdloti Hazelmere Dam Moderate Moderate Moderate Good Moderate

Mvoti Run-of-river 
abstractions

Moderate Good

South Coast
(6.0mil m3)

Nungwane, 
Lovu 

Nungwane 
Dam

Moderate Moderate Moderate Moderate Good

Mzimayi E J Smith Dam Poor Poor Poor Poor Poor

Mzinto Mzinto Dam Poor Poor Poor Moderate Moderate

Mtwalume River 
Abstraction

Moderate Moderate Moderate Moderate 
to Poor

Moderate

Ixopo
(0.6mil m3)

Ixopo, 
Mkomazi

Ixopo Dam Moderate Moderate Poor Poor Poor

1Gross Capacity

WATER LOSS MANAGEMENT
During the year, resources were used assiduously 
and water balancing and water loss management 
measures were instituted in the treatment systems.  
The total water loss level has been maintained 
below the target of 5% with 2.45% achieved. 
(Figure 9.3)

Figure 9.3 Water loss (%)

WATER REUSE
Umgeni Water is currently investigating the option 
of treating domestic sewage from its Darvill 
Wastewater Treatment Works to potable standards. 
The proposal would then be to return the treated 
water back into the distribution system at Umlaas 
Road. The water could then be used to augment 
the supply to the Western Aqueduct (due for 
completion mid-2018) which will serve the high 
growth areas along the western corridor of the 
eThekwini Metropolitan Municipality. The advantage 
of this is that water is made available higher up in 
the system. A full feasibility study of this scheme will 
be undertaken before any decision is made on 

whether or not to proceed with the project. The 
feasibility study for this wastewater reclamation 
project will be completed in 2014.

MATERIALS USAGE AND EFFICIENCY
Water is one of the most signifi cant input materials 
for Umgeni Water and is covered in previous 
section followed by energy which is discussed 
below.  In addition, Umgeni Water has a high 
reliance on water treatment chemical resources 
and is therefore committed to improving the usage 
effi ciency thereof. 

ENERGY USAGE AND EFFICIENCY 
Energy is a key input to water and wastewater 
treatment processes, and in 2012/2013 Umgeni 
Water utilised a total of 160 million kWh of electricity. 
Figure 9.4 shows energy usage and effi ciency  
The decrease over the previous year (2011/2012: 
217 million kWh) can be attributed to a reduction in 
raw and potable water pumping in the year which 
is subject to optimal matching of storage levels with 
demands from the various systems.

Figure 9.4: Electricity Usage and Effi ciency Trends
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An energy audit for all operational sites was 
completed in the prior year and the plans resulting 
from this are to be implemented in the business plan 
cycle and include:
• The Mooi-Mgeni Transfer scheme 

hydropower project,
• Darvill WWTW cogeneration initiative - utilising 

digester methane to produce electricity. The 
preliminary investigations indicate that there is 
potential to produce approximately 22 MWhr 
electricity per day. The project is in preliminary 
design and EIA stages.  Construction is envisaged
for 2014/2015,

• Optimal management of pumping, and
• Implementation of energy effi cient lighting 

measures aligned to national initiatives.

CHEMICALS USAGE AND EFFICIENCY 
Umgeni Water closely monitors its chemical usage 
(Figure 9.5). The current initiatives in place to 
maintain or improve treatment effi ciency include:
• Water treatment process audits, which identify 

areas to improve operational effi ciency,
• Monitoring and reviewing seasonable variations 

in the quality of the water column in dams, such 
that raw water abstracted is optimal
for treatment, and

• Participating in catchment management 
activities and forums, and contributing to 
the information base, including water 
quality, which helps shape and infl uence 
decisions for sustainable catchment land-use 
activities and developments. 

Figure 9.5: Chemical Usage and Effi ciency Trends

CARBON FOOTPRINT AND EMISSIONS 
REDUCTION INITIATIVES

Umgeni Water’s direct CO2 emissions arise from 
fuel usage for transport (vehicles), general waste 
and from generators and boats, while indirect CO2 
emissions are primarily due to electricity usage, and 
to a minor extent fl ights. 

The organisation’s carbon footprint is primarily due 
to electricity consumption, and has accordingly 
been increasing over the years (Figure 9.6).

Figure 9.6: CO2 Equivalents (tonnes)

The major contributing activity to Umgeni Water’s 
carbon footprint is from indirect emissions - 
electricity consumption and implementing energy 
effi cient measures would therefore contribute to the 
reduction of the carbon footprint. 

Current initiatives to reduce the organisation’s 
carbon footprint include development of an 
electricity co-generation plant at the Darvill 
Wastewater Treatment Works. The energy 
generation system will comprise a biogas pre-
treatment unit and two generators. The plant will 
utilise the methane gas generated in the bio-
digesters to produce electricity. Preliminary studies 
indicated that approximately 40% of the total 
energy requirement of the wastewater treatment 
works can be generated from this source.

Electricity is used for pumping raw water from 
various resources to treatment plants, during 
treatment in treatment processes, and during 
pumping of bulk potable water product to 
customer points.

Umgeni Water also implements on-going carbon 
offsetting initiatives which include:
• On-going tree planting initiatives during the year, 

and
• Implementation of the Darvill artifi cial 

wetland project.
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Table 9.2: CO2 Equivalents (tonnes)

CO2 
equivalents 
(tonnes) 
per activity

2010 2011 2012 2013

Electricity 131 851 163 392 208 071 153 280

Travel: Car 1 407 1 334 2 086 137

Travel: Air 143 143 81 71

Waste 989 299 262 196

Other fuel 40 40 98 82

Total 134 430 165 064 210 598 153 766
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BIODIVERSITY MANAGEMENT
Umgeni Water has developed a biodiversity management strategy with the view to establishing the biodiversity 
status of Umgeni Water’s operational areas as well as highlight areas of high conservation status. On-going 
biodiversity management activities being implemented include:
• Biodiversity management being implemented by Msinsi Holdings, 
• Biodiversity Impact assessment as a component of EIAs,
• Alien and aquatic vegetation control,
• Management for listed tree removals during construction of new infrastructure, and
• Bio-monitoring of river systems.

Biodiversity Impact Assessment as a component 
of EIA’s
Umgeni Water has thirty-four (34) projects in various 
phases of planning, design, construction and 
rehabilitation. Mitigation for a key pipeline project 
constructed through a protected area, the Bill 
Barnes Nature Reserve, required construction to be 
limited to existing pipeline servitude. Threatened 
and endangered species were identifi ed on fi ve 
(5) projects including Boscia albitrunca in the 
Ngcebo WTW upgrade, Hypoxis hemerocallides 
and Crinum macowanni on the Lower Thukela BWSS, 
Drakensberg Moist Foothill Grassland species which 
support the endangered Oribi and  Wattled Crane 
on the Mpofana BWSS project, Midlands Mistbelt 

Grassland with the endangered  Hypoxis (Wild 
Potato), Watsonia and Moraea on the Richmond 
Pipeline project (see case study) and Barringtonia 
racemosa on the Hazelmere to Bifurcation pipeline.

Biodiversity aspects are being determined on a 
further fi ve (5) projects in the planning / design 
phases.  Mitigation measures carried out include 
design considerations to avoid rare species, 
amendment to the procedure for excavation (see 
case study), plant rescue and minor re-routing 
during construction to avoid listed endangered 
tree species.

CASE STUDY:  RICHMOND PIPELINE DEVELOPMENT.
The construction of a pipeline from Pietermaritzburg 
to Richmond began in March 2013.  During the 
preliminary inspection of the working servitude by 
the Contractor’s rehabilitation specialist an area of 
Midlands Mistbelt Grassland which was observed 
as being rich in forbs and dominated by Themeda 
triandra and transformed by Ngongoni grass 
(Aristida junciformis subsp. junciformis) was identifi ed 
(a). This grassland has high species biodiversity and 
is listed as threatened. Several species which are 
considered to be of conservation concern including 
Hypoxis (Wild Potato), Watsonia and Moraea 
species were observed (b). 

The area was deemed as worth conserving and in 
conjunction with the Rehabilitation Specialist, 

a decision to protect the site as best as possible 
was taken. 

With the onset of winter the topsoil was removed 
in the form of sods and stored with the least 
disturbance as possible (c). The pipe was then laid 
and covered immediately and the topsoil was 
returned as close as possible to the site from which it 
was removed.

The sods are then set in place by hand and bulbs 
planted and turned upwards to promote growth. 
Once completed, the area will be seeded with 
rapidly growing grass to protect the exposed 
soil from erosion.  The rehabilitation of this area is 
planned to be completed prior to the expected 
summer rains.

An area of Midlands Mistbelt 
Grassland, dominated by forb-
rich, tall, Red Grass Themeda 
triandra grasslands transformed 
by Ngongoni grass.

Top soil removed prior to 
excavating the pipeline 
trench- note large sods which 
will be reset once pipeline is 
completed.

One of the Moraea species 
fl owering in the adjacent 
grassland.

(c)(a) (b)
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Alien Plant Management 
Umgeni Water continued to implement the Working-
for-Water programme as an implementing agent to 
the Department of Environment Affairs, for the Mvoti 
to Mzimkhulu Water Management Area (WMA). 
In 2012/2013 Alien plant clearing was undertaken in 
several catchment areas, clearing in excess of three 
thousand, fi ve hundred and seventy-six hectares 
(3 576 Ha) of alien weeds. Alien vegetation cleared 
included ten (10) of the most prolifi c alien weed 
species infesting the areas including:
• Upper Mgeni – project starts at the source of the 

Mgeni River and ends when it meets the Lions
River Project:  258.72 Ha cleared,

• Lions River Project – project starts at a district 
road linking Dargle and Nagle Dam and ends at 
Midmar Dam: 798.35 Ha cleared,

• Mgeni Valley Project –project starts at Midmar 
Dam and ends at Albert Falls Dam: 622.09 Ha 
cleared,

• Nagle Project –project starts at Albert Falls Dam 
and ends at Nagle Dam: 652.16 Ha cleared.

• Karkloof Project –: 630.75 Ha cleared,
• Mvoti Project - encompasses a large part of 

Greytown: 327.07 Ha cleared, and
• Midmar Project – This starts at Midmar Dam and 

ends at Albert Falls Dam: 287.07 Ha cleared.

Monitoring of and reporting on seven (7) strategic 
water resource areas for the prevalence of fl oating 
aquatic weeds was undertaken in the year.  Areas 
monitored include the Mgeni River at Midmar dam, 
Albert falls dam and Inanda dam, Msunduzi river 
from Pietermaritzburg to the confl uence with the 
Mgeni River, Mpushini stream, Ixopo dam and 
EJ Smith Dam. 

Category 1 alien invasive weeds including Water 
hyacinth, Water lettuce and Kariba weed were 
observed in the water bodies visited.   In the 
previous reporting period the spread of Water 
Hyacinth in the Msunduzi/Mgeni River system posed 
a serious threat to Inanda Dam.  To address the 
fragmented approach to weed management 
an aquatic weed working-group (AWW) was 
established consisting of all role players. The 
objective of this group was to promote sustainable 
control and reduce costs. The AWW began mass 
releases of the biocontrol agent and chemical 
control in summer of 2012 into heavily infested 
areas of the Msunduzi/Mgeni River resulting in a 
marked decrease in plants numbers which has 
been maintained to this period.  The success can 
be clearly seen as the canoeists in the various 
canoe marathons held in this period enjoyed clear 
passage to Inanda dam.

SASS monitoring of river systems by UW
The South African Scoring System 5 (SASS 5) hydro-
biological assessment tool was used to assess 
the river health above and below the dams 
managed by Umgeni Water to assess the impact of 
impoundment on our water resources. 
Twenty-fi ve (25) samples upstream and downstream 

of the eight (8) dams monitored, were successfully 
taken and analysed.  In most cases, despite the 
minor differences seen between the downstream 
and upstream points, downstream river health was 
maintained.  In one case, the Mzinto dam, the river 
health below the dam was vastly better than that 
upstream due to impacts upstream from urban 
development.

MSINSI HOLDINGS LAND AND SUSTAINABLE 
RESOURCE MANAGEMENT
Msinsi Holdings (Pty) Ltd, a wholly-owned subsidiary 
of Umgeni Water is mandated to manage the land 
and biodiversity of the areas around the dams 
owned or managed by Umgeni Water in a way that 
balances the divergent factors of local community 
development, provision of recreational facilities 
for the public and water resources/biodiversity 
protection.

These reserves are located at:
• Albert Falls Dam,
• Nagle Dam,
• Inanda Dam,
• Shongweni Dam, and
• Hazelmere Dam.

Detailed management plans for each of the 
reserves, in line with industry best practice, have 
been completed and form the basis for all 
operations in the reserves. In the past year, Msinsi 
has been successful in protecting the habitats and 
ensuring an ecologically sustainable and protected 
water environment through implementing its 
resource management plan, which focused on:
• The management of the game and species 

according to the carrying capacity of 
each reserve,

• Local community development,
• Recreation for the public, 
• Grassland management,
• Control of pollution inside the purchase areas, 

and
• Removal of alien invasive plants, both terrestrial 

and aquatic.

Msinsi Holdings continues to be seen as a signifi cant 
player in the conservation and tourism sector in 
KZN. The close proximity of the Reserves managed 
by Msinsi Holdings to the urban centres of Durban 
and Pietermaritzburg make these little pockets of 
biodiversity all the more valuable. Msinsi Holdings 
will continue to ensure that the ecosystem services 
provided by the resources it manages on behalf of 
Umgeni Water are sustainably managed.
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WASTE MANAGEMENT 
The tracking of waste generated, disposed of 
and recycled at Umgeni Water is undertaken 
at operational areas to varying extents with 
progressive improvement in monitoring and 
evaluation systems each year.

The generation of hazardous waste has increased 
in the past year while the generation of domestic 
(general) waste has decreased. (Figure 9.7 (a)) The 
increase in hazardous waste is attributed to the 
Wiggins and Msunduzi systems, the latter system 
which now also captures the data for hazardous 
waste from the Darvill, Howick and Ixopo WWTWs. 

Figure 9.7 (a)  Waste Produced

Currently a small percentage of general waste 
is recycled and this has increased from 0.13% in 
2011 to 0.44% in 2013 (Figure 9.7 (b)), overall for 
the organisation.  Some sites are more successfully, 
e.g the Midmar system recycles 19.5% of its 
waste. To improve recycling for the organisation, 
Umgeni Water has appointed a co-operative who 
commenced work in June 2013. 

Figure 9.7 (b) Waste Recycled

Umgeni Water continued to work on initiatives 
to comply with the National Environmental 
Management Waste Act (NEMWA 58 of 2008) and 
the associated regulations that have recently been 
promulgated:
• Umgeni Water as a hazardous waste generator 

complies with the requirements of the new South 
African Waste Information System (SAWIS),

• A project is under way to have all Water 
Treatment Works residues classifi ed, 

• Waste Management training was undertaken for 
all SHEQ offi cers and environmental scientists for 
development of site waste management plans, 
and

• A feasibility for developing a new disposal site 
in the coastal system for the disposal of water 
treatment works residues will commence in 
2013/2014. This initiative will contribute toward 
additional recycling and reuse of Umgeni 
Water waste. 

ENVIRONMENTAL PERFORMANCE 
OF THE OPERATIONAL SITES

The organisation continues with the implementation 
of environmental management at all operational 
sites and implements recommendations from the 
previous period’s environmental audits which:
• Assess whether the site is complying with all 

relevant environmental legislation,
• Assess internal policy and procedural 

compliance, 
• Assess the status of energy, waste and 

biodiversity management at the site, and
• Recommend management.

For the period under review, thirty-four (34) sites 
were audited to assess environmental compliance 
and management. Common and major fi ndings 
included:
• Presence of aquatic alien weeds in some water 

resource impoundments,
• Terrestrial alien plant infestation,
• Inadequate waste separation and management,
• Challenges with quantifi cation and 

environmentally acceptable disposal of water 
treatment residues, and

• Hydrocarbon spillages.

An environmental legal compliance law expert is 
being contracted to update the organisation’s 
environmental legislation register, which will be 
used to increase education, awareness and 
environmental management at all levels.

2011

464

2012

413

2013

298

General Waste (kg per mil m3)

Hazardous Waste (kg per mil m3)

1043 964
1225

Per cent recycled

2011

0.13%

2012

0.20%

2013

0.44%
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ENVIRONMENTAL INCIDENCES DURING THE 
FINANCIAL YEAR OF 2012/2013. 
Incident management systems are in place to 
ensure that pollution is properly responded to. 
A number of incidents did occur, but were 
minimised and mitigation undertaken. Monitoring 
was conducted to assess possible impacts, and 
where relevant, responsible authorities were kept 
informed. The most severe incident was cracking 
of a valve in the North Coast which damaged the 
La Mercy reservoir and resulted in the uncontrolled 
rapid release of 2.5 Ml of potable water.  The 
resultant scour of Tongaat Hulett sugar farm 
property was severe and the eroded soils were 
deposited on an adjacent farm impacting on a 
vegetable farming enterprise. 

Integrated Environmental Management
There are fourteen (14) projects in the planning, 
design or procurement phase currently being 
managed through the Integrated Environmental 
Management system.

In compliance with the regulations emanating 
from the National Environmental Management Act, 
some projects required a basic assessment or a 
scoping and full environmental impact assessment 
study to be conducted. Over and above this and 
in keeping with environmental legal compliance, 
for projects not triggering listed activities under 
the act, the organisation continued with its 
commitment regarding excellent environmental 
practise of conducting a screening assessment 
and developing an internal project specifi c 
environmental management plan to address any 
potential environmental impacts and devising 
mitigation measures for implementation. 

To date, no fi nes were issued for non-compliance 
and the organisation has been fully compliant 
with the act with no negative relations with the 
authority and will continue to keep a close working 
relationship. Table 9.3 shows some key capital 
projects that require environmental authorisations.

Table 9.3: Bulk Infrastructure Projects that will require environmental authorisations:

Project name Requirements

East Coast Desalination Obtain EA

Greater Mpofana Regional Scheme Amend existing EA

Lower Thukela BWSS Amend existing EA

Midmar WTW, Sludge Plant and Raw Water Pipeline Upgrade Obtain EA

Nungwane Raw Water Aqueducts Obtain EA

Ngcebo WTW Upgrade Obtain EA

Darvill Wastewater Treatment Works Upgrade Obtain EA

uMshwathi BWSS Amend existing EA

Thirteen (13) projects currently in construction phase are monitored for compliance against the Environmental 
Management Plans by independent external Environmental Control Offi cers, Environmental Site Offi cers and 
Environmental Scientists as per the conditions of the environmental authorisations.  

Overall environmental performance has been satisfactory with minor challenges in implementation of 
rehabilitation, prevention of hydrocarbon and cement spillages, waste management and management of alien 
plant invasion. The organisation will continue to strive for good environmental practice and management of 
these challenges.
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ENABLING 
OUR PEOPLE

MANAGEMENT APPROACH
In the 2012/2013 reporting year Umgeni Water 
developed and communicated a new Code 
of Ethics which establishes a set of principles to 
promote and encourage ethical behaviour and 
decision-making by all employees, board members 
and stakeholders. In terms of this code, the ethics 
committee monitored the following activities of 
Umgeni Water during the reporting period, details 
of which are contained in previous chapters of this 
annual report and in the sections that follow.

This included Umgeni Water’s standing in terms of 
the goals and purposes of:
• The ten (10) principles set out in the United 

Nations Global Company Principles and OECD 
recommendations regarding corruption, 
including human rights, child and forced 
labour,environment,anti-corruption, bribery, 
extortion and transparency,

• The Employment Equity Act, No 55 of 1998, and
• The Broad-Based Black Economic Empowerment 

Act, No 53 of 2003.

10.1 LEADERSHIP AND EMPLOYEE DEVELOPMENT

1O.O

82 U M G E N I  WAT E R  •  A M A N Z I
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Good corporate citizenship
• Promotion of equality, prevention of unfair 

discrimination, and measures to address 
corruption,

• Corporate social contribution to development of 
the communities in which Umgeni Water’s 
activities are predominantly conducted or 
within which its products or services are 
predominantly marketed, and

• Just record of sponsorship, donations and 
charitable giving.

The environment, health and public safety
• This included the impact of Umgeni Water’s 

activities and of its products or services.

Consumer relationships
• Consumer relationships, including Umgeni Water’s

policies and record relating to advertising, public 
relations and compliance with consumer 
protection laws.

83A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3
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Table 10.1 2012/2013 workforce by employment type/category, and race and gender is shown for the 
permanent establishment for (a) parent company and (b) wholly-owned subsidiary.

(a) Umgeni Water (permanent establishment)

Employment Type/
Category

Total
Male Female

Indian African Coloured White Indian African Coloured White

Top Management 5 0 2 0 1 0 1 0 1

Senior Management 27 8 7 2 3 3 3 0 1

Professionally 
qualifi ed and 
experienced 
specialists and mid-
management

202 34 57 5 28 19 49 4 6

Skilled Technical 
and academically 
qualifi ed workers, 
junior management, 
supervisors, foremen 
and superintendents

370 43 163 7 17 25 104 6 5

Semi-skilled and 
discretionary 
decision-making

177 2 164 1 0 4 6 0 0

Unskilled and 
defi ned decision-
making

31 0 25 0 0 0 6 0 0

Total 812 87 418 15 49 51 169 10 13

Labour and employment matters.
• Human capital and workforce matters: 

recruitment and selection, succession and 
coaching, health and safety, HIV awareness, 
wellness programmes, training and development.

Labour practices and decent work
Umgeni Water recognises the importance of its 
employees in the delivery of its strategic goals and 
objectives. The organisation has embraced the 
principle that its organisational goals and human 
resources needs are mutual, compatible and 
strongly inter-dependent. Umgeni Water’s Human 
Resources policies encourage a focused, skilled 
workforce and good employee relations, thus 
creating a healthy working environment. 

EMPLOYMENT
Umgeni Water seeks to maintain a workforce that 
will enable it to deliver quality services to all its 
stakeholders. In the year under review a Five-Year 
Workforce Plan, aligned to the strategic objectives 
of the organisation, was implemented to ensure 
current and future workforce needs are met. As 
part of the Workforce Plan implementation process 
a Succession, Mentoring and Coaching Action 
Plan was approved. The purpose of the Succession, 
Mentoring and Coaching Plan is to create a pool 
of competences aimed at meeting Umgeni Water’s 
future skills’ demand by:

• Targeting positions in all divisions from the 
Executive, Senior Management, Professionals and 
Technical levels that are critical for the 
organisation’s success and retention of 
institutional memory with proven potential 
and preparing individuals to assume higher 
levels of responsibility in key and strategic 
positions that may become vacant due to 
planned or unexpected absence, 

• Identifying and agreeing Scarce, Core and 
Critical positions with relevant Line Managers,

• Developing a profi le of all potential retirees –
employees between 60 – 65 years of age - that 
are holding scarce and critical position as 
identifi ed per Five-Year Workforce Plan,

• Determining and documenting the required job 
competencies from the job profi les of identifi ed 
key positions using competency mapping and 
workforce plan in assisting Line Managers to 
compile Job Profi les,

• Developing a skills database comprising all 
employees who have completed developmental 
programmes through Assisted Education and 
others to be used when identifying successors, 
and

• Developing a skills database for Learners, 
Apprenticeships and Trainees that have 
completed and/or are currently on training, to 
be considered when fi lling Scarce, Core or 
Critical vacancies and vacancies due to retirees. 
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(b) Msinsi Holdings (Pty) Ltd (permanent establishment)

Employment Type/
Category

Total
Male Female

Indian African Coloured White Indian African Coloured White

Senior Management 2 1 1 0 0 0 0 0 0

Professionally 
qualifi ed and 
experienced 
specialists and mid-
management

7 0 1 1 1 1 3 0 0

Skilled Technical 
and academically 
qualifi ed workers, 
junior management, 
supervisors, foremen 
and superintendents

11 0 5 0 0 6 0 0 0

Semi-skilled and 
discretionary 
decision-making

33 0 33 0 0 0 0 0 0

Unskilled and defi ned 
decision-making

20 0 9 0 0 0 11 0 0

Total 73 1 49 1 1 7 14 0 0

Umgeni Water created 38 new establishment posts in 2012/2013.

Figure 10.1: Employment (Group) in 2012/2013 – showing (a) category, (b) race and (c) gender

Coloured
3%

All Umgeni Water’s employees are based in KwaZulu-Natal. All 
full time and fi xed term contract employees are provided with 
the following benefi ts: provident fund or retirement fund, housing 
allowance and medical aid. All female employees are entitled to 
maternity leave, of which seventeen (17) took maternity leave in 
the reporting year and returned to work after their leave.

(a) Employment (Group) status by type/category (c) Employment (Group) status by gender

(b) Employment (Group) status by race

Senior Management

Skilled Technical & academically qualifi ed workers, junior management, supervisors, foremen & superintendents
Unskilled and defi ned decision-making

Top Management
Professionally qualifi ed & experienced specialists & mid-management

Semi-skilled and discretionary decision-making

24% 43%

24%6%
3%

Indian
17%

White
7%

0.01%

Male
70%

Female 30%

African
73%

Table 10.2 Summary of staff numbers as at 30 June 2013

Staff Numbers Total

Parent permanent 812

Msinsi permanent 73

Group permanent 885

Group fi xed term contracts: 91

Group Total 976
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Recruitment and turnover (Parent)
In 2012/2013 there were one hundred and seventy two (172) new recruits, comprising:
• One hundred and four (104) permanent employees, and
• Sixty-eight (68) contract employees.

75% of the new engagements were in the age range of 20-40 years. The turnaround time for fi lling of vacant 
posts was 93 working days and higher than the targeted ≤45 working days.  Going forward systems will be 
streamlined to improve the turnaround time of fi lling vacancies.

In 2012/2013 the turnover was fi fty-four (54), comprising:
• Twelve (12) resignations,
• Twenty-six (26) employment contract completions,
• Six (6) natural deaths,
• Four (4) normal retirees,
• Two (2) dismissals, and
• Four (4) medical boarding (disabilities).

The turnover percentage is 5.04% and is less than the industry benchmark of 10.3%. 

Figure 10.2: Recruitment and Turnover in 2012/2013 – showing (a) age, (b) race and (c) gender

(a) Turnover and Recruitment Age Profi les

(b) Turnover and Recruitment Race Profi les
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(c) Turnover and Recruitment Gender Profi les

Labour/Management Relations
Umgeni Water has aligned all its policies to ensure 
these are, at minimum, compliant with all relevant 
legislation, such that the rights and well-being of its 
employees can be safe-guarded and protected.

Umgeni Water has a Collective Agreement with its 
union, NEHAWU, and sixty one per cent (61%) of the 
total workforce are members of the union of which 
fi fty-six per cent (56%) are within the collective 
bargaining unit.  Umgeni Water and the union met 
at least quarterly in 2012/2013, excluding special 
meetings that were needed.  Notwithstanding a 
collective agreement, Umgeni Water is committed 
to information sharing and giving reasonable 
notifi cation to organised labour regarding any 
signifi cant operational changes that may affect 
employees directly or indirectly.  During the year, 
management actively engaged labour regarding 
concerns raised and sought to achieve resolution 
of issues without any stand-offs or disputes being 
formally submitted to external dispute 
resolution agencies.

OCCUPATIONAL HEALTH 
AND SAFETY (PARENT) 

Umgeni Water maintained its joint management-
worker health and safety committees throughout 
its operations in order to strengthen its health and 
safety programmes.  Membership of its committees 
includes union shop stewards. The committees 
meet on a monthly basis and discuss pertinent 
occupational health and safety issues, report 
any incidents and deviations and identify actions 
for further investigation, as may be needed. The 
organisation collects, analyses and assesses key 
statistics relating to occupational diseases, rates of 
injuries, lost days and absenteeism, amongst others. 
Figure 10.3 shows the disabling injury frequency 
rate trend. 

Figure 10.3 Disabling Injury Frequency Rate (DIFR)

Umgeni Water’s health and safety representatives 
have signifi cant knowledge and expertise and 
are actively involved in health and safety in the 
workplace. To strengthen the functioning of this 
committee, democratic elections have been held 
to re-elect the chairpersons. This practice is aligned 
with legislative requirements. The occupational 
health programmes, which are aligned to the 
Occupational Health and Safety Act and standards, 
assist employees in the following areas: 
• Provision of health education,
• Provision of guidance and counselling,
• Management of employee assistance 

programme, 
• Primary health care including minor ailments 

treatment and referrals where necessary,
• Workplace observation and intervention if 

circumstances become hazardous to health, and
• Medical Surveillance Programmes are 

conducted annually to screen employees 
exposed to hazardous environments and 
ultimately ensuring a safe workforce.

SKILLS DEVELOPMENT (PARENT)
Skills development remains essential at Umgeni 
Water to enable employees to excel in their 
individual and organisational roles and functions 
and deliver on the organisation’s strategy.  Umgeni 
Water annually compiles and submits a Workplace 
Skills Plan to EWSETA, which identifi es the skills needs 
of the organisation. Skills training and development 
is effectively being achieved through the following 
avenues, amongst others:
• Training and development,
• Learnership and apprenticeship,
• Bursary programme,
• Graduate trainee programme and Internships, 

and
• Assisted education.
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Training and Development

Table 10.2 shows the average hours of training per employee, by gender and by employee category.
• All categories of employees were exposed to training,
• Relative to the 30:70 proportion of female to male employees, female employees received more training 

than male employees, and
• In 2012/2013, 13 776 hours were spent in training and development for 644 employees yielding an average of 

21.4 hours per employee trained. 

Table 10.2 Training Hours by occupational level, gender and per employee in 2012/2013.

Occupational Levels Employees 
Trained

Total 
Female

Total Male Total 
Hours per 
category

Average 
hours per 
Employee

Top Management 5 1 4 128 25.6

Senior Management 15 5 10 240 16

Professionally qualifi ed and 
experienced specialists and mid-
management

43 20 23 1 032 24

Skilled Technical and academically 
qualifi ed workers, junior 
management, supervisors, foremen 
and superintendents

430 172 258 10 320 24

Semi-skilled and discretionary 
decision-making

106 50 56 1 696 16

Unskilled and defi ned decision-
making

12 2 10 96 8

Non-Permanent. 33 8 25 264 8

Totals 644 258 386 13 776 21.4

Learnerships and Apprenticeships
In 2012/2013 forty-seven (47) learners were 
in training, all of which have completed their 
level 4 (fi nal level) of the programme.  Electrical 
engineering and Instruments learners have 
completed and passed their trade tests and are 
employed as Artisan Trainees. The Mechanical 
Engineering learners are to complete their trade 
tests at the end of July 2013 after which they will be 
absorbed as Artisan Trainees.

Bursary and Graduate Programme
Umgeni Water has offered bursaries to thirteen 
(13) students for tertiary enrolment in the fi elds of 
Civil Engineering, Mechanical Engineering and 
in Finance.  During the year, four (4) students 
completed their studies in Civil Engineering on 
schedule and are currently absorbed as 
Graduate Engineers.

Assisted Education
Fifty (50) employees are on the Umgeni Water 
assisted education programme of which 45% are 
enrolled in programmes that are directly targeting 
critical and scarce skills for the organisation.  

Graduates and In-service Trainees
Umgeni Water provided development opportunities 
to a total of twenty (20) graduates and in-service 
trainees in the year:

• Seven (7) graduates are enrolled in engineering, 
science and other required professional fi elds 
in the organisation. Umgeni Water’s graduate 
trainee programme is a two-year mentorship 
programme aligned to guidelines provided by 
professional registration bodies, such as, South 
African Council for Natural Scientifi c Professions in 
the case of scientists,

• Thirteen (13) students from the Institute of Higher 
Learning were recruited into the Work Integrated 
Learning Programme, which is a one-year 
mentorship programme that provides continuous 
integrated theoretical and practical learning 
experience. The students are exposed to 
learning in Laboratory/Analytical methods 
and Process Control. Students trained by Umgeni 
Water are generally successful in gaining 
employment within Umgeni Water or elsewhere 
in the sector after completing their development 
programmes, and

• In partnership with National Treasury, Umgeni 
Water continued to implement the graduate 
development programme of engineers, 
technologists, process controllers and technicians 
with specifi c emphasis on meeting the skills 
shortages in the municipalities in KwaZulu-Natal 
and OR Tambo District Municipality in Eastern 
Cape.  As part of this programme, forty-four (44) 
trainees were enrolled for a period of fi ve years.
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Table 10.3 Key Memberships and Associations

Category Memberships

Governance and Risk Institute of Directors in Southern Africa (IoDSA)

Institute of Risk Management South Africa (IRMSA)

Ethics Institute of South Africa (EthicsSA)

Financial and Business South African Institute of Chartered Accountants (SAICA)

Association of Corporate Treasurers of Southern Africa (ACTSA)

National Business Initiative (NBI)

Durban Chamber of Commerce and Industry

Pietermaritzburg Chamber of Business (PCB)

Product Quality, Infrastructure 
Stability, Research, Innovation, 
Science and Technology

Water Institute of Southern Africa (WISA)

South African Association of Water Utilities (SAAWU)

International Desalinisation  Association

South African Institute of Agricultural Engineers

South African Institute of Mechanical Engineers

International Association of Hydrological Sciences

American Water Works Association (AWWA)

International Water Association (IWA)

Engineering Council of South Africa (ECSA)

South African Institute of Civil Engineers (SAICE)

construction industry development board (cidb)

South African Institute of Chemical Engineers (SAIChE)

Project Management Institute

Community and Environmental 
Sustainability, Science and 
Technology 

International Association for Impact Assessment (IAIAsa)

South African Council for Natural Scientifi c Professions (SACNASP)

Institute of Waste Management

Employee and Leadership 
Development, Operational 
Resiliency, Operational 
Optimisation

Institute of Information Technology Professional of South Africa (IITPSA)

South African National Standards Association (SABS)

South African Council for Professional and Technical Surveyors (PLATO)

South African Institute of Draughting

Electrical Contractors’ Association

NACE  International

South African Right of Way Association (SARWA)

Institute of Safety Management

Fire Protection Association of South Africa

South African Board of People Practice (SABPP)

South African Society of Occupational Health Nursing Practitioners (SASHON)

Chartered Institute for Purchasing and Supply (CIPS)

State Owned Entities Procurement Forum (SOEPF)

Society of South African Archivists (SASA)

Library and Information Association of South Africa (LIASA)

PRE-RETIREMENT TRAINING
One hundred and thirty-eight (138) employees from age fi fty-fi ve (55) to sixty-fi ve (65) were exposed to pre-
retirement training and counselling.  This is undertaken annually, aligned to the expected number of retirees and 
assists employees with managing their retirement benefi ts.

KEY MEMBERSHIPS AND ASSOCIATIONS
Organisational and employee memberships are shown in Table 10.3. These straddle governance and risk, water, 
science and engineering, natural resources and social impact management, business, fi nance and accounting, 
standards, occupational health and safety, amongst others. These help ensure the organisation keeps abreast 
in its core fi elds, participates in sector knowledge sharing and retains and enhances its core and distinctive 
competencies.
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PERFORMANCE, ALIGNMENT TO STRATEGY 
AND REMUNERATION

Umgeni Water, implements a three-component 
performance management system which ensures 
that all employees have conceptual knowledge 
and understanding of the role and purpose of 
their jobs in relation to the organisation’s strategy, 
whilst having an explicit understanding of their own 
performance objectives and targets.

In this regard, each year following review of the 
organisational strategy, key performance indicators 
and targets, all divisions of Umgeni Water develop 
divisional plans, indicators and targets, which are 
then cascaded further to individuals, who develop 
individual performance agreements with line 
management. 

The Board of Umgeni Water and Executive 
Management, respectively, assess organisational 
and divisional performances against targets 
on a quarterly basis, whilst formal corporate-
wide employee performance assessments are 
undertaken twice a year.  The performance 
management at Umgeni Water is development 
orientated, which is intended to cultivate effective 
human resources management and career 
development.  As a result, appraisals are used to 
provide feedback and coaching to individual 
employees concerning their job performance.

Performance, which is then clearly linked to 
strategy, is further linked to remuneration in that 
performance bonuses are paid subject to all of the 
following requirements being met: 
• The organisation’s balanced scorecard targets 

have been substantially met as set out in the 
shareholder’s compact,

• The divisional balance scorecard targets have 
been met as per divisional business plans,

• The individual performance targets have been 
met as per individual performance contracts, 
and 

• The organisation can afford to pay the 
performance bonuses.

Through this structured performance management 
process, Umgeni Water ensures implementation 
of its strategic goals through skilled, competent, 
motivated and committed employees, whilst 
recognising and rewarding good performance.

DIVERSITY AND EQUAL OPPORTUNITY
Umgeni Water’s workforce by employment type/
category, race and gender is shown in Table 10.1 
and Figures 10.1. The organisation annually submits 
an Employment Equity Plan to the Department of 
Labour and prepares quarterly equity reports to 
track the status of its workforce diversity against 
its plan.

HUMAN RIGHTS 

INVESTMENT AND PROCUREMENT PRACTICES 
Umgeni Water has committed to a system of 
acquisition of goods and services that is fair, 
equitable, transparent, competitive and cost 
effective and promotes the objectives of Broad-
Based Black Economic Empowerment. Furthermore 
the organisation strives to ensure it facilitates an 
effi cient and cost effective system of management 
of goods and services for its water business 
throughout the elements of Demand, Acquisition, 
Logistics and Disposal.

In the year under review, the organisation had 
improved its procurement systems by continuing 
to improve its supplier database, reducing the 
number of expired contracts which posed a risk to 
the organisation and by developing procurement 
and disposal plans aligned to legislation and the 
strategic objectives of the organisation.  Umgeni 
Water’s tender screening processes have suffi cient 
rigour that will screen out unsuitable suppliers, e.g. 
suppliers who have been blacklisted due to corrupt 
or other unethical behaviour.  Awareness continues 
to be built amongst the organisation’s employees 
through requesting mandatory disclosures of 
interests in support of fair, equitable, transparent, 
competitive procurement practices.

In the year Umgeni Water revised and enhanced 
its approach to BBBEE to expand and improve 
implementation through the introduction of 
Contract Participation Goals (CPGs). CPGs require 
tenderers to commit a certain percentage of the 
tender scope of work and value for which the 
tenderer will contract targeted enterprises through 
provision of meaningful economic opportunities.  
There was wide acceptance and commitment to 
the approach by stakeholders both internally and 
externally.  Performance with contract participation 
goals in the year is shown in an earlier section of this 
annual report.

Table 10.4 Ratio of remuneration of women to men by occupational category 

Employment Type/Category 2011 2012 2013

Top Management 0.7 1.3 1.1

Senior Management 0.9 1.0 1.0

Professionally qualifi ed and experienced specialists and mid-management 0.9 1.0 1.4

Skilled Technical and academically qualifi ed workers, junior management, supervisors, 
foremen and superintendents

0.9 0.9 1.2

Semi-skilled and discretionary decision-making 1.2 0.9 0.8
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In line with the organisation’s commitment to 
empower small, medium and micro enterprises 
through facilitating work for them, a highly 
successful briefi ng session was held with suppliers 
- both practising and potential - to provide 
information on Umgeni Water’s planned projects 
and project opportunities that will be available 
to SMMEs.Umgeni Water has appointed two analysts, 
part of the functions of which will be to monitor 
BBBEE/CPG implementation of awarded contracts 
to ensure that established enterprises are in fact 
engaging the targeted enterprises as per contracts, 
targeted enterprises are in fact performing the 
scope as per contract and payments due to 
targeted enterprises are processed at the correct 
rates and at agreed timeframes. As a result of these 
initiatives Umgeni Water is contributing to effective 
economic transformation the result of which will be 
visible in the forthcoming period.

CHILD AND FORCED LABOUR
Umgeni Water, as a state-owned entity, subscribes 
fully to National Legislation which ensures a healthy 
and safe work environment for its employees.
The organisation’s Human Resources Policies comply 

and are in line with the Labour Relations Act 
(No. 66 of 1995), Basic Conditions of Employment 
Act (No. 75 of 1997) and their relevant Codes of 
Good Practice. Umgeni Water recognises that its 
employees are the organisation’s most valuable 
asset and continues to be a socially responsible 
organisation which does not practise child and 
forced labour.

NON-DISCRIMINATION
During the year zero (0) incidents of discrimination 
were reported.

INDIGENOUS RIGHTS
Umgeni Water subscribes fully to the Bill of Rights in 
terms of the Constitution of the Republic of South 
Africa (Act 108 of 1997).  During the year there 
were zero (0) reported incidents of violation of 
rights of indigenous people in any aspect of the 
organisation’s business.

HUMAN RIGHTS REMEDIATION
Zero (0) grievances related to human rights 
were fi led.
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ISO 17025 ACCREDITED LABORATORY 
SERVICES ASSURING WATER QUALITY

Umgeni Water’s Laboratory Services is a dynamic 
centre of excellence comprising three modern ISO/
IEC 17025 accredited laboratories in Chemistry, 
Microbiology, and Hydrobiology with a long 
established reputation of meeting international 
standards.  Modern analytical techniques used by 
a team of fi fty-seven highly skilled and dedicated 
scientists and technicians, enables Umgeni Water’s 
facility to provides a world-class service 365 days a 
year. In the latest recertifi cation audit of April 2013, 
the laboratory was commended for continued
accreditation status.

The key objectives of the laboratory in support of 
Umgeni Water’s primary business:
• Providing assurance that the organisation 

produces potable water that complies with 
drinking water standards, assuring that treated 
effl uent complies with wastewater and effl uent 
discharge limits, thereby assuring public health 
protection from water-borne diseases and 
water related health impacts,

• Undertaking research and development, 
generation of scientifi c data for new 
infrastructure development, and supporting/
auditing water treatment for process 
selection and optimisation, and

• In addition, catchment and river health 
monitoring is undertaken to assess the status of 
water resources and raw water supply.

The laboratories form a powerful hub for the analysis 
of water, in relation to both, water treatment and 
the associated environment.  Water samples from 
rivers, dams, water treatment and wastewater 
treatment works are collected by a team of 
dedicated sampling offi cers on a daily basis 
throughout Umgeni Water’s operational area and 
is assessed in terms of its physical, chemical and 
microbiological characteristics.  

The analytical results are produced within specifi ed 
times that forms part of a Service Level Agreements 
with end users.  Supported by its Laboratory 
Information Management System (LIMS), water 
quality results are captured, validated, stored and 
reported.  In addition, direct access is provided 
to external users via the Electronic Water Quality 
Management System (eWQMS), the Blue Drop 
System (BDS) and the Green Drop System (GDS).  

Early warnings and alerts are provided to 
stakeholders immediately after a breach of quality 
standards is detected.  An incident management 
protocol is followed, to contain and remedy the 
breach.  The laboratory generates up to 20 000 
analyses per month.

11.1 OPERATIONAL OPTIMISATION

93
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ASSURANCE THROUGH ROBUST INFORMATION 
AND COMMUNICATIONS TECHNOLOGY 
SYSTEMS

Umgeni Water has an organisation-wide and 
holistic ICT management approach in place that 
aligns information and communication technology 
systems to its business strategies and thereby 
supports information requirements and decision-
making capabilities of the organisation. 

Umgeni Water uses the Government-Wide Enterprise 
Architecture (GWEA) framework, adopted and 
customised for South Africa by the national 
Government Information Technology Offi cers’ 
Council (GITOC) for its enterprise architecture.

In the year under review progress was made with 
implementation Umgeni Water’s Information 
Communication Technology systems capital 
investment programme which has ensured that 
Umgeni Water has resilient systems in place to 
deliver on its mandate.

Programmes completed include:
• Full implementation of a Redundant Wireless 

Network in Umgeni Water’s operational areas, 
which has ensured a stable communication 
platform, 

• The creation of an updated/secondary 
computer room for business continuity in the 
Pinetown Regional Offi ce, which has 
enhanced Umgeni Water’s sustainability,

• The introduction of an Enterprise Project 
Management solution, which will assist 
Umgeni Water in further improving 
implementation of its bulk water capital 
expenditure programme. The business 
process of this new system will complement 
the EPCM (Engineering, Procurement, and 
Construction Management) process which will 
be implemented during 2013/2014,

• The upgrade of the Planned Maintenance 
and Asset Management System (Maximo), 
which has improved the integrated reporting 
functionality with the organisation’s fi nancial 
systems. The establishment of a fully functional 
ICT Helpdesk inclusive of ICT asset discovery 
using Maximo was also achieved during 
this period,

• The completion of the Laboratory 
Management System project which has full 
integration and automation thus enhancing 
scalability will support the business by adapting 
to the new trends and legislation, and

• The assessment and approval of Umgeni 
Water’s ICT Governance framework, which 
aligns with the performance and sustainability 
objectives of the organisation, has ensured 
the Board’s full compliance of the relevant ICT 
responsibilities as recommended in King III.

Umgeni Water’s ICT plans for 2013/2014 include: 
• Investigation of an Enterprise Resource 

Planning (ERP) System,
• Business Process re-engineering,
• Implementation of a Treasury Management 

System,
• Sourcing and Implementation of an 

Information and Content Management System,
• Deployment of the Unifi ed Communications 

Plan,
• Integrated business reporting from key 

Business Systems,
• Response to governance requirements in line 

with Board directives, and
• Implementation of an electronic system to 

improve capturing and validation of 
organisational and divisional 
performance information.

RESEARCH AND INNOVATION
In the year Umgeni Water approved its Innovation 
Policy, the purpose of which is to provide a 
favourable corporate environment for innovative 
suggestions to emerge.  Umgeni Water will benefi t 
from this through its employees working differently 
and more creatively serve the organisation and 
sector’s needs. 

The utilisation of new technology and processes 
to improve effi ciencies and increase effectiveness 
within Umgeni Water’s operations is considered 
a key component of moving the organisation 
forward in its growth phase. A large portion of 
the knowledge gained in new technology and 
processes that will be applicable to the organisation 
is through the Innovation, Research and 
Development (IRD) projects that are undertaken 
by the organisation itself and by the University 
of KwaZulu-Natal (UKZN) for the organisation 
through the UW/UKZN Chair of Water Resource 
Management which is now operational.

Umgeni Water plans and implements several 
projects for which work completed is shown in 
Table 11.1
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Table 11.1 Umgeni Water’s major research projects and progress made in 2012/2013.

Research Project Objectives Progress 2012/2013

1. Nano-structured Titanium 
oxide Nitrogen Doped Photo-
Catalytic Membranes for 
Water Treatment (NATIOMEM)

To test the disinfection 
effi ciency of a membrane 
pilot plant that uses sunlight 
for disinfection without any 
chemical addition.

The intention is to use the 
technology to provide safe 
drinking water for a rural 
household.

All planned pilot trials were successfully 
completed and a ceramic membrane 
successfully coated with nitrogen doped 
titanium dioxide to enable chemical-less 
disinfection.

2. Monitoring of Endocrine 
Disrupting Compounds (EDC) 
Levels in Darvill WWTW

To determine and optimise 
an analytical technique 
for the detection and 
quantifi cation of endocrine 
disruptor compounds in Darvill 
wastewater.

The method development and validation 
is in progress.

3. Evaluation of High-rate 
Clarifi ers (HRC).

Investigate and demonstrate 
the use of high-rate clarifi ers at 
Umgeni Water WTW sites.

Prepare design guidelines 
for the optimisation of high-
rate clarifi er design and 
construction.

All experimental work on the HRC, at 
alternate site, Mvoti WTW, is complete 
(in the prior year the data collected 
assisted in the selection and design 
of an appropriate clarifi er unit for 
the Hazelmere WTW upgrade). The 
technology is suitable for potable water 
treatment and a site is being sought 
for the full scale application of the 
technology.

4. Evaluation of Direct Up-fl ow 
Filters (DUF) for Potable Water.

Test the applicability of the 
Direct Up-fl ow Filter technology 
for use at Umgeni Water WTW.

 

Compare cost-effectiveness 
of the technology from an 
operations and maintenance 
perspective.

Plant trials testing the applicability of 
technology are complete and Umgeni 
Water is planning to relocate the plant to 
a suitable rural area.

In addition, Umgeni Water has kept current with the latest development in analytical techniques.  Current 
research focus areas are:

• Radioactive screening:  Tests for uranium, and alpha-beta radioactivity, was undertaken on fi fty (50) raw and 
drinking water monitoring sites.  The tested catchments showed no radiation contamination,

• Endocrine Disrupting Compounds: The levels of Endocrine Disrupting Compounds (EDCs) at Darvill Wastewater
Treatment Works was studied to establish removal effi ciencies from conventional treatment and compared 
to MBR treatment. Enzyme-Linked Immunosorbent Assay (ELISA) and GC MS analysis methods are being 
developed for EDCs,

• Polymers for water treatment: A test method using gold nanoparticles was developed in collaboration with 
UKZN to measure polymer residues in water,

• Soil testing: New methods for thirty-six (36) different analyses are being developed and validated for the 
analysis of soils as required by the new Sludge Guidelines.  A fully fl edged soil testing laboratory is being 
designed for this purpose, and

• Other areas include real time Polymerase Chain Reaction (PCR) research and research on enteric viruses.
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11.2 RISK MANAGEMENT

Umgeni Water defi nes risk as any exposure to the 
consequences of uncertainty that could affect the 
organisation’s ability to meet its strategic objectives. 
Risk management is guided by an Integrated 
Risk Management Framework which is aligned to 
strategy, thereby ensuring a focused and directed 
process of risk management in the organisation. The 
Board of Umgeni Water approves the organisation’s 
risk appetite and tolerance framework on an 
annual basis.

The organisation’s strategic risks are shown is 
Table 11.2 and show the link to strategic perspectives, 
objectives and outcomes and how these have been 
treated/mitigated. Of a total of nine strategic risks, 
89% have been treated to a level equal to or above 
50% (reasonable) overall control strength and 56% 
of risks to a level equal or above 70% (good) overall 
control strength.  All strategic risks are within the 
organisation’s risk tolerance level. 

Table 11.2 Umgeni Water Strategic Risks as at June 2013

Risk 
#

Risk Name, Score and Status Cause, Context and Treatment Main Strategic, Perspective, Objectives 
and Outcomes Impacted

1. Infrastructure investment to 
meet service delivery mandate 
and growth plans. 

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Alignment 
and prioritisation of the 
infrastructure plan to increase 
capacity to meet demand, 
improve service levels and 
for growth.

Treatment Approach: Critical 
supply infrastructure is annually 
identifi ed, aligned, prioritised, 
funded and implemented 
as part of the organisation’s 
capital infrastructure 
programme linked to strategy.

Customer and Stakeholder Perspective: 
SO1: Increase services and customers.
SO2: Increase customer and stakeholder 
value.
Organisational Capacity Perspective: 
SO7: Improve and increase 
infrastructure assets.
Outcomes 
Infrastructure Stability
Product Quality
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability

2. Performance of bulk 
wastewater infrastructure assets.

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Process 
failures, capacity and 
technology constraints, resulting 
in non-compliance with effl uent 
discharge requirements.

Treatment Approach: Initiatives 
planned and implemented 
at each WWTW and critical 
refurbishment and upgrades 
of major works included and 
implemented as part of capital 
programme.

Customer and Stakeholder Perspective: 
SO1: Increase services and customers.
SO2: Increase customer and stakeholder 
value.
Organisational Capacity Perspective: 
SO7: Improve and increase 
infrastructure assets.
Outcomes 
Infrastructure Stability
Product Quality
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability

3. Skill availability, attraction and 
retention.

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Scarcity 
of critical and core skills 
and competitive external 
jobs environment. Extent of 
implementation of succession 
plan in relation to critical and 
core skills. 

Treatment Approach: 
Implementation of succession 
plans and approved workforce 
plans. Programmes to build 
leadership, management and 
functional competence and to 
develop technical skills for the 
organisation are included in 
current strategy plan.

Organisational Capacity Perspective: 
SO9: Increase skills and competency.

Outcomes 
Leadership and Employee 
Development
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Risk 
#

Risk Name, Score and Status Cause, Context and Treatment Main Strategic, Perspective, Objectives 
and Outcomes Impacted

4. Ability to deliver projects on 
time and within budget.

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Actual cost 
and delivery time of projects 
may signifi cantly differ from 
approved plans.

Treatment Approach: Review 
and implement effective 
Engineering, Procurement and 
Construction Management 
(EPCM) process. Benchmark 
procurement system for 
engineering and construction to 
improve turnaround time. 

Customer and Stakeholder Perspective: 
SO1: Increase services and customers.
SO2: Increase customer and stakeholder 
value.
Organisational Capacity Perspective: 
SO7: Improve and increase 
infrastructure assets.

Outcomes 
Infrastructure Stability
Product Quality
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability

5. Protection and safeguarding of 
assets.

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Illegal 
settlements and unauthorised 
construction on properties and 
servitudes. Umgeni Water’s right 
of access limited.

Treatment Approach: 
Implementation of servitude 
management procedure. 
Safety and security measures 
to protect staff, assets and 
public. Properties and servitudes 
maintained and monitored. 
Disposal of property no longer 
in use.

Customer and Stakeholder Perspective: 
SO2: Increase customer and stakeholder 
value
Organisational Capacity Perspective:
SO7: Improve and increase 
infrastructure assets

Outcomes 
Infrastructure Stability
Stakeholder Understanding and Support
Community Sustainability

6. Ability to secure funding to 
meet developmental goals.

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Inability to 
secure required project grant 
funding.  Delayed receipt of 
funding resulting in projects not 
being delivered on time.

Treatment Approach: Enhanced 
stakeholder engagement 
to secure grant funding for 
developmental projects. On-
going optimisation of funding 
mix from tariff, grants and 
borrowing.

Customer and Stakeholder Perspective: 
SO1: Increase services and customers 
SO2: Increase customer and stakeholder 
value
Financial Perspective:
SO3:  Increase mobilisation of funds
Organisational Capacity Perspective:
SO7:  Improve and increase 
infrastructure assets

Outcomes 
Infrastructure Stability
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability
Financial Viability
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Risk 
#

Risk Name, Score and Status Cause, Context and Treatment Main Strategic, Perspective, Objectives 
and Outcomes Impacted

7. Sustainable Tariff

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Constraints 
on ability to charge a tariff that 
will ensure fi nancial viability 
and protection of operating 
cash fl ows against operating risk 
including low volume growth, 
above infl ation input costs, 
signifi cant capital investments 
with low returns and high 
impairment costs.  

Treatment Approach: Tariff 
policy ensures transparency 
and formal tariff process.  
Scenario analysis on the impact 
of operational risk factors on 
fi nancial viability. On-going 
optimisation of funding mix from 
tariff, grants and borrowing for 
capital programme. Enhanced 
stakeholder engagement 
to secure grant funding for 
developmental projects. 

Customer and Stakeholder Perspective: 
SO1: Increase services and customers
SO2: Increase customer and stakeholder 
value   
Organisational Capacity Perspective:
SO7: Improve and increase 
infrastructure assets
Financial Perspective: 
SO4: Increase fi nancial sustainability

Outcomes:
Financial Viability
Infrastructure Stability
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability

8. Water resources availability

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Assurance of 
supply <98%. Planning horizons 
and prioritisation to match 
supply and demand. 

Treatment Approach: 
Integrated planning and 
implementation for short, 
medium and long-term 
augmentation of systems 
with stakeholders. Water 
conservation and demand 
management initiatives.  Review 
of water resources mix including 
reuse and desalination. Climate 
change modelling. 

Customer and Stakeholder Perspective:
SO1: Increase services and customers
Organisational Capacity Perspective:
SO8: Increase water resources 
sustainability

Outcomes:
Water Resources Adequacy
Customer Satisfaction

9. Performance of bulk potable 
water infrastructure assets

Score

Risk Appetite and Tolerance
• Outside Appetite
• Within Tolerance

Cause & Context: Process 
failures, capacity and 
technology constraints at water 
treatment plants resulting in fi nal 
water non-compliance with 
potable water standard.

Treatment Approach: Initiatives 
planned and implemented 
at each WTW and critical 
refurbishment and upgrades 
of works included and 
implemented as part of asset 
programme.

Customer and Stakeholder Perspective: 
SO2: Increase customer and stakeholder 
value 

Outcomes:
Product Quality
Customer Satisfaction
Stakeholder Understanding and Support
Community Sustainability

Financial risks are detailed in the annual fi nancial statement section of this annual report.
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MITIGATED RISKS 
Mitigated risks refer to risks that have been treated 
to an acceptable level with continual monitoring 
by Internal Audit to ensure the controls in place are 
still effective and effi cient. The following risks were 
treated to an acceptable level during this 
fi nancial year:
• Business Continuity Management: the 

organisation has strengthened its business 
continuity capability and there is a Business 
Continuity Policy and Strategy and 
Overarching and Operational Business 
Continuity plans,

• Governance of ICT: there is an 
ICT Governance framework and Road 
Map, implementation of which is monitored 
quarterly,

• Liquidity risk: existing controls are suffi cient to 
mitigate this risk. There is an approved short-
medium-long term funding strategy in place 
which meets the on-going cash requirements 
of the business in line with the fi ve-year 
fi nancial business plan. In addition Umgeni 
Water has a liquidity buffer of R200m and is 
currently operating within the borrowing limits 
approved by National Treasury, and

• Fraud risks: controls are in place to mitigate this 
risk and there is constant monitoring by the 
Ethics and Audit committees.

Stakeholder relations - statutory, contracted and 
non-contracted: the reputation and branding 
marketing plan as well as the stakeholder 
management strategy have been improved. 

EMERGING RISKS 
In line with regular revisions of the strategy and 
as required by the governance structures the 
organisation regularly reviews the internal and 
external landscapes that affect Umgeni Water’s risk 
profi le with a view to identifying emerging risks.

The emerging risks as at June 2013 are:
• Anti-competitive behaviour in the construction 

industry impacting on implementation of 
Umgeni Water’s capital infrastructure 
programme, 

• Climate change, and 
• Appropriate timing of alternate water 

resources to freshwater (desalination, 
reclamation / reuse).

KEY INTERNAL AUDIT ISSUES
Refer to Corporate Governance Chapter.
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2.  OPERATING PERFORMANCE

2.1. OVERVIEW OF OPERATING PERFORMANCE

 2.1.1.  YEAR ON YEAR ANALYSIS OF GROUP OPERATING PERFORMANCE
The group has maintained steady operating profi ts despite increased retirement benefi t costs which contributed 
to the 11% decrease. Revenue growth excluding the CUC was 3%, while cost of sales growth excluding CUC 
increased by 2%. Other income reduced as the prior year included a reversal of an accrual for raw water of 
R41m which had prescribed. Overall profi t for the year at R583m refl ects a decrease of 1%. 

Group
2013 % 2012
R’m change R’m

Revenue 2,082 13 1,847
Water 1,799 18 1,520
Waste water 55 8 51
Section 30 228 (17) 276

Cost of sales (1,043)( ) 22 (857)( )
Water (806) 40 (577)
Waste water (40) 14 (35)
Section 30 (197) (20) (245)

Gross profi t 1,039 5     990

GP% 50% (4%) 54%

Other income 19 (63) 52

Other operating and administration costs (545) 16 (469)
Profi t from operations 513 (11) 573

Net fi nance income 67 347 15

Share of profi t from associate 3 - 3

Profi t for the year 583 (1) 591

Financial Review

1.  INTRODUCTION
The trend of strong fi nancial performance has continued in the current fi nancial year with positive growth in bulk water 
sales volumes and net fi nance income arising from lower borrowings and increased investments. The decline in gross 
profi t margins is due to the increasing cost of sales which increased by 22% year on year primarily due to higher raw 
water costs attributable to the inclusion of the capital unit charge (CUC) for the Spring Grove Dam.

The organisation has continued to strengthen its balance sheet which positions itself well for the delivery of the capital 
expenditure programme and future growth opportunities.

Umgeni Water measures its fi nancial performance in terms of its achievement against fi nancial indicators which are 
aligned to the organisation’s strategic objectives and are included in the Key performance indicators section of the 
annual report, pages 46 - 53.
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2.  OPERATING PERFORMANCE continued...

2.1. OVERVIEW OF OPERATING PERFORMANCE continued...

 2.1.1.  YEAR ON YEAR ANALYSIS OF GROUP OPERATING PERFORMANCE continued...

Financial Review continued...

201120102009 2012 2013

Primary Business Other activities: Section 30

Revenue (R’m)

1,492
1,633 1,661

1,847

2,082

Other costs Main cost drivers

201120102009 2012 2013

Total costs (excluding fi nance costs) (R’m)

882
1,024

1,206
1,326

1,588

Gross profi t %

201120102009 2012 2013

63% 62%
60%

54%
50%

201120102009 2012 2013

Profi t for the year (R’m)

428

541527
591 583

201120102009 2012 2013

Return on assets %

13.39%
16.87%

13.65%

19.85%

22.54%
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Financial Review continued...

2.  OPERATING PERFORMANCE continued...

2.1. OVERVIEW OF OPERATING PERFORMANCE continued...

 2.1.2. MAIN COST DRIVERS INCLUDED IN COST OF SALES
The main cost drivers being chemicals, energy, maintenance, raw water and staff costs account for 72% 
(2012: 62%) of cost of sales and have increased by 41% since the prior year due to the inclusion of the CUC in 
raw water costs. Excluding the CUC main cost drivers have increased 8% year on year.

Chemicals increased by 21% due to price increases and higher usage as a result of deteriorating raw water 
quality, while energy costs increased by 4% due to a combination of a tariff increase and reduced pumping 
requirements. Maintenance costs increased by 5% and staff costs by 11%.

Maintenance Maintenance cost per Kl

201120102009 2012 2013

Maintenance (R’m)

101

R0.21
R0.23

109 109

R0.24

R0.29

131

R0.30

137

Direct staff costs Direct staff costs cost per Kl 

201120102009 2012 2013

Direct staff costs (R’m)

83

R0.18

93

R0.19
R0.21

101
105

R0.22

R0.24

117

201120102009 2012 2013

Chemicals (R’m)

Chemicals Chemicals cost per Kl

R0.07

33 33

R0.07

37

R0.08
R0.09

42

50

R0.10

201120102009 2012 2013

Energy (R’m)

Energy Energy cost per Kl

R0.09

43

R0.12

57
R0.19

88

R0.22

103

R0.23

108

Raw water Raw water cost per Kl

201120102009 2012 2013

Raw water (R’m)

968478

151

334

R0.19 R0.20
R0.23

R0.36

R0.79
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2.  OPERATING PERFORMANCE continued...

2.1. OVERVIEW OF OPERATING PERFORMANCE continued...

 2.1.3 OTHER OPERATING AND ADMINISTRATION COSTS AND NET FINANCE INCOME
Other operating and administration costs increased by 16%, primarily due to higher retirement benefi t costs as 
a result of recognising actuarial losses of R77m (2012: R54m). Net fi nance income increased signifi cantly due to 
higher investments and lower debt levels.

2.2. BULK WATER VOLUME SALES ANALYSIS
The trend of positive volume growth continued in the current year, the group’s major customer Ethekwini Metropolitan 
Municipality accounted for 1% of total 1.4% growth. The reduction in “other customers” was due to the transfer of 
customers to the relevant Water Service Authority, Umgunugundlovu District Municipality.

Financial Review continued...

Volume - by customer and % change
     2009  2010      2011 2012 2013

Kl’000 % Kl’000 % Kl’000 % Kl’000 % Kl’000 %
Ethekwini 326,232 3.4% 328,504 0.7% 310,994 (5.3%) 311,434 0.1% 315,669 1.4%
Other customers 89,200 1.4% 96,856 8.6% 103,882 7.3% 105,561 1.6% 107,122 1.5%
Msunduzi 56,525 (2.1%) 58,501 3.5% 63,938 9.3% 64,909 1.5% 64,668 (0.4%)
Umgungundlovu 10,572 13.4% 11,219 6.1% 11,112 (1.0%) 11,195 0.8% 14,772 31.9%
Siza 3,828 1.4% 4,171 9.0% 4,476 7.3% 4,488 0.3% 4,352 (3%)
Ugu 6,019 8.0% 7,871 30.8% 7,923 0.7% 8,203 3.5% 9,012 9.9%
iLembe 8,569 3.5% 11,692 36.4% 11,569 (1.1%) 12,514 8.2% 13,244 5.8%
Sisonke 822 2.5% 901 9.6% 921 2.2% 929 0.9% 936 0.7%
Other 2,865 16.7% 2,501 (12.7%) 3,943 57.7% 3,323 (15.7%) 138 (95.9%)

Total 415,432 3.0% 425,360 2.4% 414,876 (2.5%) 416,995 0.5% 422,791 1.4%

201120102009 2012 2013

Other operating & admin costs (R’m)

337

403

545

469

545

201120102009 2012 2013

Net fi nance costs (income) (R’m)

116

80

20

(16) (67)

201120102009 2012 2013

Treated water sold (Kl’m)

415
425

415 417 423
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Financial Review continued...

2.  OPERATING PERFORMANCE continued...

2.3. BULK WATER COST PER KILOLITRE (Kl)
The average cost of bulk water per kl increased by 26% in the current year, from R2.34 to R2.96 driven primarily by the 
increased raw water costs due to the capital unit charges on the Spring Grove Dam and higher retirement benefi t 
costs. The capital unit charges accounted for R0.408 or 14% of the total bulk water cost per Kl.

3. BULK WATER TARIFF
The average tariff increase of 16.8% in 2013 arose from the inclusion of the capital unit charge on the Spring Grove 
Dam of R0.408, whilst the Umgeni Water bulk water tariff component increase was 5.6%. The tariff increase for the next 
fi nancial year, effective 1 July 2014, has been approved at an effective tariff increase of 7.5%. The tariff for 2013/2014 
will not adversely affect Umgeni Water’s gearing levels or impact on its fi nancial sustainability in the short term.

201120102009 2012 2013

Cost per Kl of bulk water (R.c)

Direct Indirect - asset impairments Indirect - other

Net fi nance - income

1.90 2.04

2.41 2.34

2.96

201120102009 2012 2013 2014

Average tarrif per Kl (R.c)

Average UW tariff per Kl Capital unit charge

3.03
3.23

3.43
3.64

4.25
4.57

201120102009 2012 2013 2014

Average tarrif increases (%)

3.0%

6.5% 6.2%

6.1%

SARB target infl ation band Average tariff increase

16.8%

7.50%
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4. CASH FLOW ANALYSIS 
The group continues to maintain strong operating cash fl ows which has allowed for the repayment of debt and funding 
of capital expenditure.

Cash generated from operations totalled R851m (2012: R683m), an increase of R168m on the prior year. The increase 
is mostly attributable to working capital changes arising from accounts payable. During the year R167m (2012: R131m) 
rural bulk infrastructure grants were received in support of the social component of the capital infrastructure 
programme. The net cash from operating activities was utilised as follows: R624m in investing activities before grant 
funding and R398m in fi nancing activities. Cash used in fi nancing activities consisted of R122m debt repayment, 
R291m placed in fi nancial investments and R14m net interest received.

5. CAPITAL PROJECTS  
The capital expenditure programme is based on Umgeni Water’s infrastructure master plan which is aligned to the KZN 
bulk water supply strategy and is estimated at R5,4bn including escalation for the next 5 years. Details of the projects 
included in work in progress and commissioned during the year can be found in notes 10.1 and 10.2 of the fi nancial 
statements.

The capital expenditure commitments for the next fi ve years will be funded through a combination of R1,7bn available 
cash investments and operating cash fl ows, R930m from rural bulk infrastructure grants and R300m drawdown from a 
secured EIB loan facility.

For further details on the funding requirements, refer to section 7.

Financial Review continued...

201120102009 2012 2013

Cashfl ow from operations (R’m)

745
847

1,012

683

851

201120102009 2012 2013

Utilisation of cashfl ows from operations (R’m)

(6) (23)

118

351

(91) (4)

398

457

Financing activities Investing activities Net cash increase / (decrease) for the year

531

221

560

310

534

360

423
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Financial Review continued...

5. CAPITAL PROJECTS continued...

5.1. CAPITAL EXPENDITURE
During the year Umgeni Water’s capital expenditure totalled R643m (2012: R486m) against a target of R881m 
(2012: R590m). 

5.2. RURAL DEVELOPMENT PROJECTS
In response to customer water demands and the need to eliminate water service delivery backlogs, a capital 
expenditure programme of about R4,1bn has been planned for rural development, with a specifi c allocation of R2,1bn 
for the period 2014 to 2018, representing 50% of Umgeni Water’s planned capital expenditure for the same period.

Due to their developmental nature, there is a need for government support via subsidy or grant funding for part 
of the social component of the rural development projects which cannot be recovered through the existing tariff 
structure. The social component carried by Umgeni Water is refl ected in the statement of comprehensive income as 
impairments. These impairments are recognised during the construction period and refl ected in work in progress on a 
progressive basis.

Rural Development projects funding & impairments June 2013 Funding split

Project System
Total Project 

value*

Rural  bulk 
infrastructure 
grant funding UW funding

2013 
Impairment

R’000 R’000 R’000 %
Greater Eston & Richmond Upper Umgeni 538,262 196,547

37%
341,715

63%
28%

Greater Mpofana Phase 1 Mooi 349,815 62,324
18%

287,491
82%

7%

Lower Thukela BWS Phase 1 Lower Thukela 1,607,667 708,688
44%

898,978
56%

0%

Maphumulo BWS Scheme 
(Phase 1 & 2)

Umpper Mvoti 469,832 99,000
21%

370,832
79%

45%

Mhlabatshane BWS Scheme South Coast 253,965 108,955
43%

145,011
57%

51%

uMshwathi BWS Wartburg System 894,079 517,775
58%

376,304
42%

0%

Total 4,113,620 1,693,289
41%

2,420,331
59%

*Total project value includes interest and escalation

201120102009 2012 2013 Budget

2014

Capital expenditure - Group (R’m)

237

334
379

Expansion & augmentation

Upgrade & rehabilitation

Rural development

Movables

486

643

902
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5. CAPITAL PROJECTS continued...

5.2. RURAL DEVELOPMENT PROJECTS continued...
The accumulated cost of capital work in progress for rural development projects was R532m (2012: R397m) and the 
current year impairment losses totalled R76m (2012: R72m). During the current year rural bulk infrastructure grants of 
R167m were received (2012: R131m). Further details can be found in note 10.1 of the annual fi nancial statements.

6. INVESTMENTS
Total fi nancial investments increase by R291m in the current year to R2,081m. This is mainly attributable to lower than 
budgeted spend in capital expenditure amounting to R238m (2012: R104m) and rural bulk infrastructure grant funding 
received against of capital expenditure.

7. DEBT MANAGEMENT
Debt Management is a key focus area at Umgeni Water and is integral to the delivery of sustainable fi nancial business 
solutions. UW targets a gearing ratio of 0.67 and maintains a target interest rate structure of 70% fi xed and 30% fl oating. 
As at 30 June 2013 a debt: equity ratio of 0.31 (2012: 0.40) was achieved primarily as a result of the increase in equity by 
R583m whilst the interest rate structure was 74% fi xed and 26% fl oating (2012: 72% fi xed and 28% fl oating).  

The gross weighted average cost of capital decreased to 9.23% (2012: 9.34%) due primarily to the reset of the fl oating 
rate loan at a rate lower than the prior year.

There was no new debt issued during the current year.

Financial Review continued...

201120102009 2012 2013

Investments (R’m)

1,236 1,197

1,524

1,790

2,081

Redemption assests Other Liquidity buffer

201420132012 2016

Projected

20172015 2018

Capital expenditure on rural development projects and grant funding (R’m)

Capital expenditure Grant funding

228

131

308

167

9

384

95

498

246

528

294

402

133

447
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Financial Review continued...

7. DEBT MANAGEMENT continued...

7.1. FUNDING REQUIREMENTS
Umgeni Water will continue to fund its requirements in the most cost effective way while diversifying its sources of 
funding. Umgeni Water’s funding plans encompass:
• Issuing through its DMTN programme:

• new bonds for long-term funding requirements;
• commercial paper and other short-term notes for short to medium-term needs;

• utilising development funding; and
• bank loans.

Detailed cash fl ow forecasts have been prepared for the next fi ve years, taking into account the group’s R5,4bn 
planned capital expenditure and are detailed in the table that follows. 

Group
2013 2012
R’m R’m

Long-term 1,026 1,136
Short-term  109  121

Total Debt 1,135 1,257

Decrease in Funding (122) (116)

Funding Requirements

Financial Year
Short-term Medium-term Long-term

2014 2015 2016 2017 2018
R’m R’m R’m R’m R’m

Operational cash fl ows 641 666 690 723 762
CapEx - Gross (escalated) (976) (1,203) (1,261) (986) (928)
Net operating cash shortfall after capex (335) (537) (571) (263) (166)
CapEx - Grants: confi rmed 47 203 275 - -
CapEx - Grants: to be confi rmed 48 43 172 9 133
Net fi nancing activities 111 (206) (217) (175) (261)
Annual funding requirements (129) (497) (341) (429) (294)
Net (funding) investing requirements
Opening balance call investments 1,741 1,613 1,115 774 345
Closing balance 1,612 1,116 774 345 51

201120102009 2012 2013

Debt: Equity (ratio)

1.28

0.73 0.55

0.40

0.31

201120102009 2012 2013

Debt: Assets (ratio)

0.48

0.35
0.29

0.24

0.19
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7. DEBT MANAGEMENT continued...

7.1. FUNDING REQUIREMENTS continued...
The funding requirements in the short to medium term will be funded primarily through the existing R1,741m call 
investments and drawdown from an EIB loan facility and in the long term via a bond issuance in 2017 and 2018 through 
the DMTN programme. The cumulative funding requirement will result in projected debt levels which are still within the 
targeted debt: equity ratio of 0.67. Further details of the various sources of funding available to Umgeni Water can be 
found in note 32 of the fi nancial statements.

7.2. PROJECTED BORROWING LEVEL 
The projected borrowing levels are within the borrowing limits approved to 2014.

7.3. BORROWING LIMITS 
The borrowing limits for the period 2012 to 2014 have been approved by National Treasury with the concurrence of the 
Minister of Water and Environmental Affairs. The borrowing limit is applicable to the value of gross borrowings, collateral 
& guarantees exposure and may not exceed the approved unconditional limit.

Financial Review continued...

Unconditional Conditional Total borrowing limit
R’m R’m R’m

2012 1,950 - 1,950
2013 1,800 - 1,800
2014 1,750 - 1,750

Utilisation of the borrowing limit as at 30 June 2013 was as follows:
Actual gross borrowings R1,135m
Collateral and guarantees R0,001m
Total actual borrowings R1,136m
Borrowing limit R1,800m
Underutilisation R   664m

201620152014 2017 2018

Projected borrowing level (R’m)

1,309

1,180

1,046
996

1,204

201120102009 20132012

Debt and borrowing limits (R’m)

Debt Borrowing limits

1,979

3,500

1,517

2,800

1,373

1,800

1,257

1,950

1,135

1,800
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Financial Review continued...

7. DEBT MANAGEMENT continued...

7.4. CREDIT RATINGS
Umgeni Water’s national credit ratings as issued by Fitch Ratings Agency are refl ected at AA (long-term) and F1+ 
(short-term). There was a downgrading of the long-term rating from AA+ to AA in the current fi nancial year due to a 
recalibration of the national ratings.

8. RETIREMENT BENEFIT OBLIGATIONS

Defi ned benefi t pension plan
In terms of IAS19, the group’s retirement benefi t plan is in an under-funded position of R208m (2012: R162m) and in 
terms of the approved accounting policy R131m (2012: R54m) has been refl ected in the statement of fi nancial position 
in order to account for this liability. Further details are disclosed in note 28 to the fi nancial statements.

Retirement Medical Aid 
This scheme is currently unfunded and the group has recognised its full past service liability in the statement of fi nancial 
position at the actuarial valuation of R295m (2012: R259m).

9. FINANCIAL RISKS
As in most companies, Umgeni Water is faced with fi nancial risks that need to be effectively managed in order to 
ensure that any negative impact on the group’s fi nancial performance and position is minimised. 

The major risks and mitigating strategies are analysed in note 32 on fi nancial risk management to the fi nancial 
statements and the Corporate Risk Management Framework on page 96 - 99 of the annual report.

10. ACCOUNTING POLICIES AND CHANGES IN ESTIMATES
The adoption of the new and revised standards and interpretations issued by the International Accounting Standards 
Board and the International Reporting Interpretations Committee effective for the current year, as noted in the 
accounting policies, have not led to any signifi cant changes in the group’s accounting policies.

The revised standard on employee benefi ts, IAS 19, will have an impact on the defi ned benefi t pension plan as the 
group currently applies the corridor method of recognising actuarial gains and losses. During the prior year the group 
changed its estimate with regards to recognising actuarial losses over a three year smoothing period in anticipation of 
adopting IAS19 revised in 2014. As at 30 June 2013 unrecognised actuarial losses on the defi ned benefi t pension plan 
totalled R77m (2012: R108m). The group is in the process of assessing the impact of this revised standard on the 
fi nancial statements. 

During the year, Umgeni Water conducted an operational review and physical verifi cation of its assets which has 
resulted in changes in the expected usage of certain items of property, plant and equipment. As a result there have 
been changes in the remaining useful lives of assets. The effect of these changes on actual depreciation expense in 
the current year has been a credit of R8,2m, with an expected increase in the depreciation charge of R2,2m for 2014.

11. FUTURE PROSPECTS
The focus will be to continue as a fi nancially viable entity whilst making fi nancial resources available that enable the 
organisation to embark on a drive towards expansion of water services, growth and rural development.
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Five-year Key Performance Indicators 

2013 2012  2011  2010  2009 
 2013-2012
Movement 

Performance criteria/indicators
Total revenue (R'm)  2,082 1,847 1,661 1,633 1,492 12.69%
Profi t from operations/revenue 0.25 0.31 0.27 0.38 0.43 (19.35%)
Total expenditure/revenue 0.73 0.71 0.74 0.68 0.67 2.96%
Cost of sales/revenue 0.50 0.46 0.40 0.38 0.37 8.70%
Net fi nance costs/revenue  (0.01) (0.01) 0.01 0.05 0.08 0.00%

Bulk water business segment
Treated water volume sold (Kl'000)  422,791  416,995  414,876  425,361  415,432 1.39%
Raw water volume sold (Kl'000)  595  787  550  487  524 (24.37%)
Total water sold (Kl'000)  423,386  417,782  415,426  425,848  415,956 1.34%
Bulk water tariff 1 (Rc/Kl)  3.901  3.694  3.482  3.279  3.078 5.60%
Capital unit charge Spring Grove Dam (Rc/Kl)  0.408  -    -    -    -   100.00%
Total bulk water tariff (Rc/Kl)  4.309  3.694  3.482  3.279  3.078 16.65%
Bulk water tariff 2 (Rc/Kl)  3.825  3.622  3.414  3.215  3.019 5.60%
Capital unit charge Spring Grove Dam (Rc/Kl)  0.408  -    -    -    -   100%
Total bulk water tariff (Rc/Kl)  4.233  3.622  3.414  3.215  3.019 16.87%
WRC levy (Rc/Kl)  0.041  0.041  0.041  0.039  0.035 0.00%

Total cost/volume sold (Rc/Kl)(1) 2.96 2.34 2.41 2.40 1.90 26.28%
Kl'000 sold per employee(1)  433  448  455  459  451 (3.13%)

Operating risk indicators
Working ratio  0.71  0.66  0.62  0.52  0.48 7.58%
Operating costs (excl depreciation and amortisation) divided by revenue

Rate of return on assets 13.39% 16.87% 13.65% 19.85% 22.54% (20.63%)
Profi t from operations divided by assets (excl investments)

Gross profi t margin ratio 
Gross profi t divided  by revenue

49.91% 53.61% 60.15% 61.98% 63.49% (6.91%)

Debtors collection period (days) after provision for 
doubtful debts

 37  30  41  52  39 21.90%

Trade and other receivables (excl VAT; Grant funding and Advance invoicing) 
divided  by revenue x 365                                     

Financial risk indicators
Current ratio  3.21  3.28  2.37  2.39  0.99  (0.02%) 
Current assets divided by current liabilities

Interest cover  7.71  6.78  3.90  2.68  2.40  0.14% 
Profi t from operations divided by fi nance costs

Interest cover before interest capitalised  4.52  4.53  3.10  2.38  2.34  0.01%
Profi t from operations divided by fi nance costs before interest capitalised

Net debt : equity ratio(2)  -    -    -    0.15  0.48 0.00%
Net interest-bearing debt divided by capital and reserves

Debt : equity ratio  0.31  0.40  0.55  0.73  1.28 (23.96%)
Total interest-bearing debt divided by capital and reserves

Debt : asset ratio  0.19  0.24  0.29  0.35  0.48 (20.68%)
Total interest-bearing debt divided by total assets 

(1) These indicators have been calculated using treated water volumes only.

(2) Net debt is total interest bearing debt less investments.
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Five-year Financial Performance

2013 2012 2011 2010 2009
R'000 R'000 R'000 R'000 R'000

Financial position
Capital and reserves  3,691,228  3,107,777  2,516,445  2,088,004  1,547,292 
Net debt  (945,624)  (533,193)  (151,269)  320,152  743,008 
Assets excluding investments  3,826,892  3,398,317  3,260,658  3,111,025  2,848,068 
Total interest-bearing debt  1,135,381  1,257,137  1,372,793  1,517,448  1,978,904 
Total investments  2,081,005  1,790,330  1,524,062  1,197,295  1,237,897 
Total assets  5,907,897  5,188,647  4,784,720  4,308,322  4,083,964 

Financial performance
Revenue  2,081,615  1,847,151  1,660,912  1,633,043  1,492,688 
Cost of sales  (1,042,691)  (856,808)  (661,843)  (620,856)  (545,011)
Gross Profi t  1,038,924  990,343  999,069  1,012,187  947,677 
Other income (expenses)  18,814  52,109  (9,366)  8,529  31,707 
Other operating and administration expenses  (545,288)  (469,197)  (544,639)  (403,216)  (337,338)
Profi t from operations  512,450  573,255  445,064  617,500  642,046 
Net fi nance income (costs)  67,519  15,546  (19,923)  (79,773)  (116,296)
Share of profi t from associate  3,482  2,531  3,300  2,985  1,264 
Profi t before taxation  583,451  591,332  428,441  540,712  527,014 
Taxation  -  -  -  -  - 
Profi t for the year  583,451  591,332  428,441  540,712  527,014 

Cash fl ow
Net cash from operating activities  850,944  683,230  1,012,358  846,621  745,278 
Net cash used in investing activities  (456,450)  (350,889)  (360,368)  (310,422)  (220,516)
Net cash generated  394,494  332,341  651,990  536,199  524,762 

Net cash used in fi nancing activities  (398,461)  (422,854)  (534,168)  (559,629)  (530,700)
Net decrease (increase) for the year  3,967  90,513  (117,822)  23,430  5,938 
Net cash utilised  (394,494)  (332,341)  (651,990)  (536,199)  (524,762)
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Value Added Statement

Employee Statistics

2013 2012 2011 2010 2009
R'000 R'000 R'000 R'000 R'000

Gross revenue  2,081,615  1,847,151  1,660,912  1,633,043  1,492,688 
Paid to suppliers for materials & services  (932,209)  (724,643)  (777,106)  (604,262)  (479,295)
Value added  1,149,406  1,122,508  883,806  1,028,781  1,013,393 
Income from investments  134,026  100,135  94,267  150,568  151,193 
Total wealth created  1,283,432  1,222,643  978,073  1,179,349  1,164,586 

Salaries, wages and other benefi ts  537,553  453,241  348,352  327,111  296,718 
Providers of debt capital  66,507  84,589  114,190  230,341  267,489 
Depreciation  95,921  93,481  87,090  81,185  73,365 
Profi t for the year  583,451  591,332  428,441  540,712  527,014 
Total wealth distributed  1,283,432  1,222,643  978,073  1,179,349  1,164,586 

2013 2012 2011 2010 2009
2013-2012
Movement

Number of employees as at year-end 976 931  912  926  921 4.83%
Gross revenue per employee (R'000)  2,133  1,984  1,821  1,764  1,621 7.50%
Value added per employee (R'000)  1,178  1,206  969  1,111  1,100 (2.32%)
Wealth created per employee (R'000)  1,315  1,313  1,072  1,274  1,264 0.13%

2012

Depreciation, 
8%

Providers of
 debt capital

7%

Salaries, wages 
& other benifi ts

37%

Profi t for
the year

48%

Salaries, wages 
& other benifi ts

42%

Depreciation, 
8%

Providers of
 debt capital

5%

2013

Profi t for
the year

45%



U M G E N I  WAT E R  •  A M A N Z I116

Statement of Directors Responsibilities and Approval of the 
Financial Statements

The directors are required by the Public Finance Management Act to keep full and proper records of the fi nancial affairs of 
Umgeni Water and its subsidiaries (the group) and to prepare fi nancial statements which fairly present the state of affairs of 
Umgeni Water and the group, its fi nancial results, cash fl ows, its performance against predetermined objectives for the year 
and its fi nancial position at the end of the year.  

The fi nancial statements set out in this report have been prepared in accordance with International Financial Reporting 
Standards as approved by National Treasury in terms of section 79 of the Public Finance Management Act No.1 of 1999, 
as amended, and in the manner required by the Water Services Act No. 108 of 1997. The fi nancial statements are based on 
appropriate accounting policies, supported by reasonable and prudent judgements and estimates and are prepared on a 
going concern basis.

The fi nancial statements are the responsibility of the directors and were prepared under the supervision of the General 
Manager Finance, Nica Gevers CA (SA). The external auditor is responsible for independently auditing and expressing an 
independent opinion on the fi nancial statements in accordance with International Standards on Auditing, the Public Audit 
Act, Public Finance Management Act and the Companies Act No. 71 of 2008. The entity’s external auditor, Auditor-General 
of South Africa, has audited the fi nancial statements after having been provided unrestricted access to all fi nancial records 
and related data. The directors believe that all representations made to the external auditor during the audit were valid, 
appropriate and complete.

To enable the directors to meet their responsibilities, the Board sets standards and management implement systems of 
internal control aimed at reducing the risk of error or loss in a cost-effective manner. These standards include policies, 
procedures, proper division of responsibilities within a clearly defi ned framework and effective accounting procedures to 
ensure an acceptable level of risk. Both management and internal audit monitor controls and actions are taken to correct 
defi ciencies as they are identifi ed. 

The focus of risk management in the group is on identifying, assessing, managing and monitoring all known forms of risk 
across the group. While operating risks cannot be fully eliminated, the group strives to minimise these risks by ensuring 
that appropriate infrastructure, controls, systems and ethical behavior are applied and managed within predetermined 
procedures and constraints. 

Nothing has come to the attention of the directors to indicate that any material breakdown in the functioning of these 
controls, procedures and systems has occurred during the year under review. The directors are of the opinion, based on 
the information and explanations given by management, the internal auditors and the external auditors, that the systems 
of internal control provides reasonable assurance that the fi nancial records may be relied on for the preparation of the 
consolidated fi nancial statements and that accountability for assets and liabilities is maintained. 

The Audit Committee has evaluated Umgeni Water and the group’s fi nancial statements and has recommended their 
approval to the Board. The Audit Committee’s approval is set out on page 117.

The directors have reviewed the group’s forecast fi nancial performance for the year to 30 June 2014 as well as the longer 
term business plans and, in light of this review and the current fi nancial position, they are satisfi ed that the group has or has 
access to adequate resources to continue as a going concern for the foreseeable future.

Approval of Financial Statements 
The fi nancial statements set out on pages 120 to 173 were approved by the Board of directors on 30 September 2013, 
and thus signed on their behalf by:

Mr Andile Mahlalutye    Cyril Gamede
Chairman of the Board     Chief Executive
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Report of the Audit Committee 

Report of the Audit Committee in terms of regulation 27.1 of the Public Finance Management Act No. 1 of 1999, 
as amended

The Audit Committee reports that it has adopted appropriate formal terms of reference as its audit committee charter, 
has regulated its affairs in compliance with this charter, and has discharged all of its responsibilities contained therein. 

In the conduct of its duties, the Audit Committee has, inter alia, reviewed the following:

• Internal control, risk management and compliance with legal and regulatory provisions:
• the effectiveness of the internal control systems;
• the risk areas of the entity’s operations covered in the scope of internal and external audits;
• the effectiveness of the system of and process of risk management including the following specifi c risks:

- fi nancial reporting;
- internal fi nancial controls;
- fraud risks relating to fi nancial reporting; and
- information technology risks relating to fi nancial reporting;

•  the effectiveness of the entity’s compliance with legal and regulatory provisions.

• Financial information and fi nance function:
• the adequacy, reliability and accuracy of fi nancial information provided by management and other users of 
 such information; and
• the experience, expertise and resources of the fi nance function.

• Internal and external audit:
• accounting and auditing concerns identifi ed as a result of internal and external audits;
• the effectiveness of internal audit;
• the activities of internal audit, including its annual work programme, co-ordination with the external auditor, 
 the reports of signifi cant investigations and the responses of management to specifi c recommendations; and
• the independence and objectivity of the external auditor.

The Audit Committee is of the opinion, based on the information and explanations given by management and internal 
audit and discussions with the independent external auditors on the result of their audits, that the internal accounting 
controls are adequate to ensure that the fi nancial records may be relied upon for preparing the fi nancial statements, and 
accountability for assets and liabilities is maintained. 

Nothing signifi cant has come to the attention of the Audit Committee to indicate that any material breakdown in the 
functioning of these controls, procedures and systems has occurred during the year under review. The Audit Committee is 
satisfi ed that the fi nancial statements are based on appropriate accounting policies, supported by reasonable and prudent 
judgments and estimates.

Umgeni Water has developed a combined assurance model which provides a co-ordinated approach to all 
assurance activities. 

The Audit Committee has evaluated the fi nancial statements of Umgeni Water and the group for the year ended 
30 June 2013 and, based on the information provided to the Audit Committee, considers that they comply, in all material 
respects, with the requirements of the Public Finance Management Act No. 1 of 1999, as amended, and International 
Financial Reporting Standards. The Audit Committee concurs with the Board of directors that the adoption of the going 
concern premise in the preparation of the fi nancial statements is appropriate. The Audit Committee has therefore 
recommended, at their meeting held on 28 August 2013, the adoption of the fi nancial statements by the Board of directors.

Professor I Vally
Audit Committee Chair
28 August 2013
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Report of the Auditor-General to Parliament and the Minister of 
Water and Environmental Affairs on Umgeni Water

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

Introduction
1. I have audited the accompanying consolidated and separate fi nancial statements of Umgeni Water, set out on 

pages 120 - 173 which comprise the consolidated and separate statement of fi nancial position as at 30 June 2013, 
the consolidated and separate statement of comprehensive income, statement of changes in equity and statement 
of cash fl ows for the year then ended, and a summary of signifi cant accounting policies and other explanatory 
information.

Accounting authority’s responsibility for the consolidated fi nancial statements
2. The Board of directors which constitutes the accounting authority is responsible for the preparation and fair 

presentation of these consolidated and separate fi nancial statements in accordance with International Financial 
Reporting Standards (IFRSs) and the requirements of the Public Finance Management Act of South Africa, 1999 
(Act No. 1 of 1999) (PFMA) and the Companies Act of South Africa, 2008 (Act No. 71 of 2008) (Companies Act) and for 
such internal control as management determines is necessary to enable the preparation of consolidated and separate 
fi nancial statements that are free from material misstatement, whether due to fraud or error.

Auditor-General’s responsibility
3. My responsibility is to express an opinion on these consolidated and separate fi nancial statements based on my 

audit. I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2001) (PAA), 
the General Notice issued in terms thereof and International Standards on Auditing.  Those standards require that I 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the 
consolidated and separate fi nancial statements are free from material misstatement.

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

5. I believe that the audit evidence I have obtained is suffi cient and appropriate to provide a basis for my audit opinion.

Opinion
6. In my opinion, the consolidated and separate fi nancial statements present fairly, in all material respects, the fi nancial 

position of Umgeni Water and its subsidiaries as at 30 June 2013, and their fi nancial performance and cash fl ows for the 
year then ended in accordance with IFRS and the requirements of the PFMA and the Companies Act of South Africa.

Other reports required by the Companies Act
7. As part of my audit of the fi nancial statements for the year ended 30 June 2013, I have read the Directors’ report, 

and the Audit Committee’s report for the purpose of identifying whether there are material inconsistencies between 
these reports and the audited fi nancial statements. These reports are the responsibility of the Board of directors. Based 
on my review of these reports, I have not identifi ed material inconsistencies between these reports and the audited 
fi nancial statements. I have not audited the reports and accordingly do not express an opinion on them.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
8. In accordance with the PAA and the General Notice issued in terms thereof, I report the following fi ndings relevant to 

performance against predetermined objectives, compliance with laws and regulations and internal control, but not for 
the purpose of expressing an opinion.

Predetermined objectives
9. I performed procedures to obtain evidence about the usefulness and reliability of the information in the annual 

performance report as set out on pages 46 - 53 of the annual report. 
10. The reported performance against predetermined objectives was evaluated against the overall criteria of usefulness 

and reliability. The usefulness of information in the annual performance report relates to whether it is presented 
in accordance with the National Treasury annual reporting principles and whether the reported performance is 
consistent with the planned objectives. The usefulness of information further relates to whether indicators and targets 
are measurable (i.e. well defi ned, verifi able, specifi c, measurable and time bound) and relevant as required by the 
National Treasury Framework for managing programme performance information.
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Report of the Auditor-General to Parliament and the Minister of 
Water and Environmental Affairs on Umgeni Water continued...

11. The reliability of the information in respect of the selected objectives is assessed to determine whether it adequately 
refl ects the facts (i.e. whether it is valid, accurate and complete).

12. There were no material fi ndings on the annual performance report concerning the usefulness and reliability of 
the information.

Compliance with laws and regulations
13. I performed procedures to obtain evidence that the entity has complied with applicable laws and regulations 

regarding fi nancial matters, fi nancial management and other related matters. 
14. I did not identify any instances of material non-compliance with specifi c matters in key applicable laws and regulations 

as set out in the General Notice issued in terms of the PAA.

Internal control
15. I considered internal control relevant to my audit of the fi nancial statements, annual performance report and 

compliance with laws and regulations. I did not identify any defi ciencies in internal control which we considered 
suffi ciently signifi cant for inclusion in this report.

Pietermaritzburg
30 September 2013
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Directors Report

In terms of the Public Finance Management Act No. 1 of 1999, as amended, the Board of Umgeni Water is the accounting 
authority and the directors have pleasure in presenting their report for the year ended 30 June 2013.

NATURE OF BUSINESS
Umgeni Water is a state owned business enterprise, established in 1974 to supply potable water in bulk to municipalities 
within its operational area. Umgeni Water defi nes its activities in line with the Water Services Act No. 108 of 1997. The primary 
activities in terms of section 29 of the Act are:
(a) to treat raw water and distribute the treated water via its infrastructure; and
(b) the treatment and disposal of bulk waste water.

In terms of section 30 of the Water Services Act, Umgeni Water also engages in other services that complement bulk water 
service delivery such as laboratory services, water quality monitoring and environmental management and acts as an 
implementing agent for any sphere of government for projects related to water service delivery.

COMPLIANCE WITH LEGISLATION
The fi nancial statements are prepared in accordance with International Financial Reporting Standards approved by 
National Treasury in terms of section 79 of the Public Finance Management Act No. 1 of 1999, as amended, and the 
following relevant statutes:
• Water Services Act No. 108 of 1997; 
• Public Finance Management Act No. 1 of 1999, as amended (PFMA); 
• Public Audit Act, 25 of 2004; and
• Companies Act No. 71 of 2008 (Subsidiaries).

At this stage there’s no clear ruling on whether Umgeni Water as a state owned enterprise is required to comply fully with the 
Companies Act No. 71 of 2008. We have however committed to adopt and comply with legislation in term of  the provisions 
and regulations regarding accounting records, fi nancial statements and other matters which may have an impact on the 
annual fi nancial statements.

CORPORATE GOVERNANCE AND RISK MANAGEMENT
The Board supports the Code of Governance Principles as set out in King III. The Board has reviewed compliance with King III 
and is in the process of aligning its processes, policies and procedures to be in line with the required principles. 

The Board is responsible for monitoring the risk management process. For further details on corporate governance and 
risk management refer to the section on corporate governance detailed on pages 26 - 33, and risk management on 
pages 96 - 99.

SHARE CAPITAL AND DIRECTORS’ INTERESTS
The entity has no share capital and therefore no director has any equity interest in the organisation.

DIRECTORATE
The Board as it is currently constituted is set out on pages 34 - 37 of the annual report.

Members of the Board and Executive Committee’s emoluments are disclosed in the remuneration report on page 123 in 
terms of regulation 28.1 of the PFMA.

COMPANY SECRETARY AND REGISTERED ADDRESS
The Company Secretary is Mr Mulalo Razwanini. His registered address and that of the registered offi ce during his term of 
offi ce in the current fi nancial year were as follows:

Business address   Postal address
310 Burger street   PO Box 9 
Pietermaritzburg   Pietermaritzburg
3201    3200

AUDITORS
The Auditor General has been re-appointed as the external auditor for the current fi nancial year.
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Directors Report continued...

TARIFF POLICY
Section 34 of the Water Services Act No.108 of 1997 states that the water tariff must allow for the following:
• repayment and servicing of debt;
• recovery of capital, operational and maintenance costs;
• reasonable provision for depreciation of assets;
• recovery of costs associated with the repayment of capital from revenues (including subsidies) over time; and
• reasonable provision for future capital requirements and expansion.

Thus in setting its tariff policy Umgeni Water has committed to the following underlying principles: 
• the promotion of the effi cient and sustainable use of water; 
• the equitable access to water supply services, whereby the basic water service should be affordable; and 
• the solvency and sound fi nancial management of Umgeni Water.

In implementing the tariff policy Umgeni Water uses a 30 year tariff model which is based on the cash fl ow methodology 
underpinned by a fi nancially viable tariff. As a result of this cash fl ow methodology the organisation is able to manage its 
debt level  which is the ultimate output of this model.

The annual tariff review process is in terms of the requirements of Section 42 of the Municipal Finance Management Act and 
Circular 23 issued by National Treasury. This process encompasses the principle of consultation and transparency and aims to 
assist Umgeni Water’s stakeholders with their long term planning.

The tariff increase for 2013/2014 effective 1 July 2013 has been approved at 8.3% for all Water Service Authorities plus a 
capital unit charge of R0.408 charged on behalf of DWA for the Spring Grove Dam. The directors, after full analysis of its 
projected cash fl ows, are of the opinion that the tariff for 2013/2014 is appropriate and will not adversely affect Umgeni 
Water’s gearing levels or its fi nancial sustainability.

FINANCIAL PERFORMANCE
Profi t for the year of R583m refl ects a 1.3% decrease year on year due mainly to an increase in direct costs of 21.7% and 
other operating and administrative costs of 16.2% and a reduction in other income by 63.9%. 

Revenue refl ected growth of 12.7% due to a combination of an increase of 1.4% in potable bulk water volume sales and an 
average tariff increase of 16.8% which includes the capital unit charge for Spring Grove Dam. Section 30 revenue decreased 
by 17.5% mainly due to delays in the Greater Mbizana project due to fl oods. Direct costs of production increased by 21.7% 
due to increases in chemicals, staff costs, and raw water costs. Raw water costs have increased by 121.9% in the current year 
due to the capital unit charge on Spring Grove Dam which accounts for R173m of the total raw water costs. Overall the gross 
profi t margins decreased by 4%. Other operating and administration expenses increased by 16.2%, primarily due to increases 
in the actuarial loss on the defi ned pension plan. Net fi nance income increased by 347% in the current year.

Cash generated from operating activities increased by 24.6% to R851m (2012: R683m). The increase is due primarily to a 
reduction in working capital requirements. 

Price per kilolitre 2012 2013 2014

Bulk Tariff 1
Base tariff R 3.482 R 3.694 R 3.901
Tariff increase R 0.212 R 0.207 R 0.324
Sub total R3.694 R3.901 R4.225
Capital unit charge Spring Grove Dam - R 0.408 R 0.408
New Tariff R3.694 R4.309 R4.633
% increase 6.1% 16.6% 7.5%

Bulk Tariff 2-Ethekwini Metropolitan Municipality
Base tariff R 3.414 R 3.622 R 3.825
Tariff increase R 0.208 R 0.203 R 0.317
Sub total R3.622 R3.825 R4.142
Capital unit charge Spring Grove Dam - R 0.408 R 0.408
New Tariff R3.622 R4.233 R4.550
% increase 6.1% 16.9% 7.5%
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Directors Report continued...

The net cash used in investing activities was R456m (2012: R351m). The amount spent on capital projects (PPE & intangible 
assets) totalled R643m (2012: R486m), whilst grant funding received towards capital expenditure was R167m (2012: R131m).

Debt of R122m (2012: R116m) was repaid, while R291m (2012: R286m) was placed in fi nancial investments and R14m net 
interest received (2012: R22m net interest paid). 

The total interest bearing debt has reduced by R122m to R1,135m (2012: R1,257m) resulting in a reduction of the gearing 
level to 0.31 (2012: 0.40) whilst the interest cover ratio was 4.52 (2012: 4.53).

Refer to the fi nancial review and fi nancial statements for full details of fi nancial performance.

CAPITAL EXPENDITURE AND COMMITMENTS
Capital expenditure for the year amounted to R640m (2012: R482m) for property, plant and equipment and R3m (2012: R4m) 
for intangible assets (software). The group’s capital commitments are set out in note 10.3 of the fi nancial statements and the 
funding thereof is discussed in the fi nancial review on page 110. 

Impairments to property, plant and equipment totalled R76m (2012: R72m). Impairment to existing assets included in 
buildings and infrastructure was R0,3m (2012: R5m) and work in progress R75,7m (2012: R67m). The impairments during the 
current year related primarily to rural development infrastructure. Refer to note 10 of the fi nancial statements for further 
details on impairments.

SUBSIDIARY AND ASSOCIATE COMPANIES
There were no changes to subsidiary and associate companies during the year. Further details are set out in note 13 of 
the fi nancial statements.

EVENTS AFTER THE REPORTING PERIOD
No material events have taken place in the affairs of the group between the end of the fi nancial year and the date of 
this report.

GOING CONCERN
The directors, having considered all the relevant information, have satisfi ed themselves that the group is in a sound fi nancial 
position and that it has adequate access to suffi cient borrowing facilities to meet its foreseeable cash requirements. There 
are adequate resources to continue operating for the foreseeable future and it is therefore appropriate to adopt the going 
concern basis in preparing the fi nancial statements. 

INFORMATION REQUIRED BY THE PUBLIC FINANCE MANAGEMENT ACT NO.1 OF 1999, AS AMENDED

MATERIALITY FRAMEWORK
In terms of Section 28.3.1 of the regulations of the PFMA, for the purposes of materiality and signifi cance, the accounting 
authority has developed and agreed a framework of acceptable levels of materiality and signifi cance established at 0.5% 
of gross revenue which equates to R10,4m (2012: R9,0m). Management also apply a qualitative aspect to all errors found. 

FRUITLESS AND WASTEFUL EXPENDITURE
Fruitless and wasteful expenditure for the year was R0,051m (2012:R0,5m). Further details are set out in note 31 of the 
fi nancial statements.

IRREGULAR EXPENDITURE
Irregular expenditure totalling R0,4m (2012: R1,9m) arose primarily as a result of non-compliance to the supply chain 
management policy and was subsequently condoned as valid expenditure incurred in support of the business requirements. 
Management has instituted preventative and corrective measures as considered appropriate to improve controls and 
processes. Further details are set out in note 30 of the fi nancial statements.

FRAUD & FINANCIAL MISCONDUCT
There were instances of fraud and fi nancial misconduct in the current fi nancial year which were not material in value.

Disciplinary proceedings have been instituted, employees will be charged, and criminal proceedings instituted where 
applicable. Internal controls continue to be reviewed and improved.

PERFORMANCE AGAINST FINANCIAL TARGETS (PARENT ONLY)
The performance of Umgeni Water against the key fi nancial indicators as agreed in the shareholders compact is illustrated 
on pages 46 - 53.
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Remuneration Report

DIRECTORS’ AND EXECUTIVES’ EMOLUMENTS
2013 2012

R’000 R’000 R’000 R’000 R’000 R’000
Fees for 

services/ Allowances Expense Retirement
salary & Bonuses allowances contributions Total Total

Non-Executive Board Members
Ms N Afolayan  278 -  9 -  287  311 
Mr GDJ Atkinson  327 -  20 -  347  371 
Ms NB Chamane  362 -  13 -  375  360 
Ms TMV Dube  300 -  8 -  308  286 
Mr VG Gounden  189 -  6 -  195  60 
Ms J JohnN1  -   -  -   -  -    6 
Ms M Lesoma (Vice Chairman)N7  6 -  -   -  6  191 
Mr A Mahlalutye (Chairman)  450 -  9 -  459  641 
Ms ZB Mathenjwa  315 -  5 -  320  377 
Mr T Nkhahle  285 -  5 -  290  338 
Mr S Nxedlana  234 -  17 -  251  190 
Mr VG Reddy  354 -  9 -  363  330 
Ms TC Shezi  304 -  11 -  315  296 
Mr IAS Vally  339 -  14 -  353  416 
Mr T Zulu  173 -  7 -  180  97 
Total Non Executive Board Members  3,916  -  133 -  4,049  4,270 

Executive Board Member
Mr C Gamede (CE)N3  2,211  -    182  -    2,393  -   
Mr M MsiwaN4  -    -    -    -    -    1,368 
Total - Parent   6,127   -    315  -    6,442  5,638 

Msinsi Holdings (Pty) Ltd
Non-Executive Board Members   78  - - -  78  68 
Total Subsidiaries   78  - - -  78  68 
Total Group   6,205  -    315  -    6,520  5,706 

Exco Members
Ms M GeversN2  1,514  312  157  324  2,307  2,321 
Mr S Gillham  970  186  252  215  1,622  508 
Ms P Gwala  1,218  178  144  199  1,740  1,747 
Mr P JonasN5  -    -    -    -    -    1,505 
Mr MD MokotediN6  -    -    -    -    -    117 
Mr ESM Msweli  1,200  140  232  191  1,763  1,103 
Total Exco  4,902   816  785  929  7,432  7,301 

REMUNERATION COMMITTEE
The Human Resources and Remuneration Committee assists the Board in applying:
(a) the policy set by the Department of Water and Enviromental Affairs for the remuneration of the directors and the 
 Chief Executive (CE); and
(b) the remuneration policy approved by the Board for the Executives.

SERVICE CONTRACT PERIOD OF EXECUTIVES

N1: Resigned 30 August 2011 
N2: Acting Chief Executive from 1 September 2011 to 17 August 2012 
N3: Appointed on 20 August 2012 
N4: Chief Executive, contract ended and retired 31 August 2011 

N5: Retired 31 January 2012  
N6: Appointed 1 July 2011 and resigned on 31 July 2011 
N7: Resigned 01 April 2012 

EXECUTIVES DESIGNATION
DATE FIRST APPOINTED 
BY THE BOARD

DATE LAST 
RE-ELECTED DATE DUE FOR RE-ELECTION

Mr C Gamede Chief Executive 20 August 2012 n/a 19 August 2018
Ms M Gevers GM Finance 01 March 2003 01 March 2011 Contract ends 30 September 2013
Mr S Gillham GM Engineering and 

Scientifi c Services
01 February 2012 n/a 01 February 2017

Ms P Gwala GM Corporate Service 01 December 2008 n/a 01 December 2013
Mr ESM Msweli GM Operations 01 October 2011 n/a 01 October 2016
Mr P Jonas n/a 01 January 2003 permanent Retired 31 January 2012
Mr MD Mokotedi n/a 01 July 2011 n/a Resigned 31 July 2011
Mr M Msiwa n/a 01 February 2003 01 September 2006 Contract ended 31 August 2011
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Statements of Comprehensive Income
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

Note R’000 R’000 R’000 R’000

Revenue 5  2,081,615  1,847,151  2,068,668 1,835,075 

Cost of sales (1,042,691)  (856,808) (1,042,691)  (856,808)
Changes in water inventory 17.2  616  211  616  211 
Chemicals  (50,452)  (41,786)  (50,452)  (41,786)
Depreciation  (76,653)  (73,925)  (76,653)  (73,925)
Energy  (107,884)  (103,391)  (107,884)  (103,391)
Maintenance  (137,456)  (130,804)  (137,456)  (130,804)
Raw water  (334,171)  (150,598)  (334,171)  (150,598)
Section 30 activities  (184,123)  (235,157)  (184,123)  (235,157)
Staff costs  (117,203)  (105,291)  (117,203)  (105,291)
Other direct operating expenses  (35,365)  (16,067)  (35,365)  (16,067)

Gross profi t  1,038,924  990,343  1,025,977  978,267 

Other income 6  18,814  52,109  18,665  51,960 

Other operating and administration expenses  (545,288)  (469,197)  (531,089)  (454,924)
Profi t from operations 7  512,450  573,255  513,553  575,303 

Net fi nance income  67,519  15,546  67,552  15,512 
Interest income 8  134,026  100,135  134,029  100,079 
Finance costs 9  (66,507)  (84,589)  (66,477)  (84,567)

Share of profi t from associate  3,482  2,531  -  - 

Profi t for the year  583,451  591,332  581,105  590,815 

Other comprehensive income  -  - -  - 

Other comprehensive income for the year  -  -  -  - 

Total comprehensive income for the year  583,451  591,332  581,105  590,815 

Profi t attributable to: 
Equity holders of the parent  583,451  591,332 

Total comprehensive income attributable to: 
Equity holders of the parent  583,451  591,332 
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Statements of Financial Position
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

Note R’000 R’000 R’000 R’000

ASSETS

Non-current assets  3,481,722  3,143,293  3,472,121  3,133,724 
Property, plant and equipment 10  3,443,935  3,097,613  3,441,872  3,095,504 
Intangible assets 11  9,374  9,753  9,374  9,753 
Biological assets 12  4,089  4,898  -    - 
Investments in subsidiaries and associates 13  6,005  6,110  2,556  3,548 
Investments 14  5,179  9,995  5,179  9,995 
Other fi nancial assets 15  13,140  14,924  13,140  14,924 

Assets held for sale 16  -  13,500  -  13,500 

Current assets  2,426,175  2,031,854  2,418,927  2,026,907 
Investments 14  2,075,826  1,780,335  2,075,826  1,780,335 
Inventories 17  11,029  9,002  11,029  8,965 
Trade and other receivables 18  304,099  205,734  299,445  202,428 
Interest and premium receivable 19  27,610  25,205  27,610  25,205 
Bank and cash 20.1  7,611  11,578  5,017  9,974 

Total assets  5,907,897  5,188,647  5,891,048  5,174,131 

EQUITY AND LIABILITIES

Capital and reserves  3,691,228  3,107,777  3,679,113  3,098,008 
Capital 21  442,847  442,847  442,847  442,847 
Accumulated profi t  3,248,381  2,664,930  3,236,266  2,655,161 

Non-current liabilities  1,461,793  1,461,073  1,461,793  1,461,073 
Long-term debt 22  1,025,930  1,136,306  1,025,930  1,136,306 
Other non-current liabilities 23  10,558  12,471  10,558  12,471 
Post-retirement benefi t obligations 28  425,305  312,296  425,305  312,296 

Current liabilities  754,876  619,797  750,142  615,050 
Short-term debt 22  109,451  120,831  109,451  120,831 
Provisions 24  45,380  65,185  44,263  63,331 
Accounts payable 25  568,649  399,121  565,032  396,228 
Interest payable  31,396  34,660  31,396  34,660 

Total equity and liabilities  5,907,897  5,188,647  5,891,048  5,174,131 
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Statements of Changes In Equity
For the year ended 30 June 2013

Group - Attributable to equity holders of the parent

Capital
Accumulated 

profi t  Total 
R’000 R’000 R’000

Balance as at 30 June 2011  442,847  2,073,598  2,516,445 

Movement for the year
Total comprehensive income -  591,332  591,332 
Profi t for the year -  591,332  591,332 
Other comprehensive income -  -    - 

Balance as at 30 June 2012  442,847  2,664,930  3,107,777 

Movement for the year
Total comprehensive income -  583,451  583,451 
Profi t for the year -   583,451  583,451 
Other comprehensive income -   -    - 

Balance as at 30 June 2013  442,847  3,248,381  3,691,228 

Parent

Capital
Accumulated 

profi t  Total 
R’000 R’000 R’000

Balance as at 30 June 2011  442,847  2,064,346  2,507,193 

Movement for the year
Total comprehensive income -  590,815  590,815 
Profi t for the year  -  590,815  590,815 
Other comprehensive income  -  -  - 

Balance as at 30 June 2012  442,847  2,655,161  3,098,008 

Movement for the year
Total comprehensive income -  581,105  581,105 
Profi t for the year  -  581,105  581,105 
Other comprehensive income  -  -  - 

Balance as at 30 June 2013  442,847  3,236,266  3,679,113 
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Statements of Cash Flows
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

Note R’000 R’000 R’000 R’000

OPERATING ACTIVITIES
Cash receipts from customers  1,974,773  1,876,987  1,974,773  1,876,987 
Cash paid to suppliers and employees  (1,123,829)  (1,193,757)  (1,122,556)  (1,192,266)
Net cash from operating activities 20.2  850,944  683,230  852,217  684,721 

INVESTING ACTIVITIES
Proceeds on disposals of assets  15,635  1,112  15,636  1,112 
Grant funding 10  167,080  131,056  167,080  131,056 
Additions to property, plant and equipment 10  (640,207)  (481,668)  (639,465)  (481,208)
Additions to intangible assets 11  (2,990)  (3,947)  (2,990)  (3,947)
Proceeds on disposal of biological assets  550  -    -  - 
Increase of inter-company borrowings  3,482  2,558  993  1,302 
Net cash used in investing activities  (456,450)  (350,889)  (458,746)  (351,685)

FINANCING ACTIVITIES
Long-term borrowings repaid 22  (121,756)  (115,656)  (121,756)  (115,656)
Increase in investments  (290,675)  (286,085)  (290,675)  (286,085)
Interest received  130,662  107,008  130,602  106,952 
Proceeds on disposal of available for sale investments  -    421  -    421 
Finance costs paid  (116,692)  (128,542)  (116,599)  (128,520)
Net cash used in fi nancing activities  (398,461)  (422,854)  (398,428)  (422,888)

CASH AND CASH EQUIVALENTS
Net decrease for the year  (3,967)  (90,513)  (4,957)  (89,852)
At beginning of year  11,578  102,091  9,974  99,826 

At end of year 20.1  7,611  11,578  5,017  9,974 
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Segmental Report
For the year ended 30 June 2013

Group
Primary activities

 Bulk water
 Waste 
water 

 Other 
activities  Total 

For the year ended 30 June 2013  Kl’000  Kl’000  Kl’000  Kl’000

Treated water volume sold  422,791  300  -  423,091 
Raw water volume sold  595  -  -  595 

 R’000 R’000  R’000 R’000

Revenue  1,798,690  54,985  227,940  2,081,615 
Cost of sales  (806,283)  (40,055)  (196,353)  (1,042,691)
Changes in water inventory  616  -  -  616 
Chemicals  (44,142)  (6,129)  (181)  (50,452)
Depreciation  (74,265)  (2,388)  -  (76,653)
Energy  (95,397)  (10,055)  (2,432)  (107,884)
Maintenance  (126,223)  (8,076)  (3,157)  (137,456)
Raw water  (334,171)  -  -  (334,171)
Section 30 activities  -  -  (184,123)  (184,123)
Staff costs  (103,372)  (8,417)  (5,414)  (117,203)
Other direct operating expenses  (29,329)  (4,990)  (1,046)  (35,365)

Gross profi t  992,407  14,930  31,587  1,038,924 

Other income  15,053  3,612  149  18,814 

Other operating and administration expenses  (517,367)  (9,221)  (18,700)  (545,288)
Impairments and write-offs  (75,978)  (56)  (96)  (76,130)
Depreciation  (15,111)  (325)  (755)  (16,191)
Staff costs (172,859) - (19,763) (192,622)
Other expenses  (253,419)  (8,840)  1,914  (260,345)

Profi t from operations  490,093  9,321  13,036  512,450 

Interest income  134,026  -    -    134,026 
Finance costs  (60,665)  (5,811)  (31)  (66,507)

Share of profi t from associate  -    -    3,482  3,482 

Profi t for the year  563,454  3,510  16,487  583,451 

Capital expenditure  623,722  19,475  -    643,197 

Segment assets  3,515,341  86,452  155,615  3,757,408 
Interest in associate  -    -    6,005  6,005 
Investments  1,955,005  -    126,000  2,081,005 
Unallocated  63,479 
Consolidated total assets  5,907,897 

Segment liabilities  1,109,557  25,824  123,458  1,258,839 
Unallocated  957,830 
Consolidated total liabilities  2,216,669 

Umgeni Water has two reportable segments:
(i) The primary segment as defi ned by section 29 of the Water Services Act no. 108 of 1997 which is made up of bulk water 
 and waste water treatment; and
(ii) Other activities as defi ned by Section 30 of the Water Services Act No. 108 of 1997. This business segment consists of 
 non-regulated activities which are mainly defi ned as services that complement bulk water service provision such as 
 laboratory services, water quality monitoring and environmental management and where Umgeni Water acts as an 
 implementing agent for any sphere of government for projects related to water service delivery.
Additional information on the major customers per segment are included in notes 18, 29 and 32.
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Segmental Report continued...
For the year ended 30 June 2013

Group
Primary activities

 Bulk water
 Waste 
water 

 Other 
activities  Total 

For the year ended 30 June 2012  Kl’000  Kl’000  Kl’000  Kl’000

Treated water volume sold  416,995  300  -  417,295 
Raw water volume sold  787  -  -  787 

 R’000 R’000  R’000 R’000

Revenue  1,519,724  51,032  276,395  1,847,151 
Cost of sales  (576,707)  (35,463)  (244,638)  (856,808)
Changes in water inventory  211  -  -  211 
Chemicals  (37,185)  (4,468)  (133)  (41,786)
Depreciation  (71,595)  (2,330)  -  (73,925)
Energy  (93,359)  (8,732)  (1,300)  (103,391)
Maintenance  (120,100)  (8,701)  (2,003)  (130,804)
Raw water  (150,598)  -  -  (150,598)
Section 30 activities  -  -  (235,157)  (235,157)
Staff costs  (92,168)  (8,101)  (5,022)  (105,291)
Other direct operating expenses  (11,913)  (3,131)  (1,023)  (16,067)

Gross profi t  943,017  15,569  31,757  990,343 

Other income  47,819  3,610  680  52,109 

Other operating and administration expenses  (421,251)  (8,655)  (39,291)  (469,197)
Impairments and write-offs  (72,013)  -    -    (72,013)
Depreciation  (14,104)  (466)  (1,078)  (15,648)
Staff costs (149,380) - (21,785) (171,165)
Other expenses  (185,754)  (8,189)  (16,428)  (210,371)

Profi t (loss) from operations  569,585  10,524  (6,854)  573,255 

Interest income  100,135  -    -    100,135 
Finance costs  (78,702)  (5,859)  (28)  (84,589)

Share of profi t from associate  -    -    2,531  2,531 

Profi t (loss) for the year  591,018  4,665  (4,351)  591,332 

Capital expenditure  484,506  1,109  -    485,615 

Segment assets  3,166,286  85,654  61,160  3,313,100 
Interest in associate  -    -    6,110  6,110 
Investments  1,716,330  -    74,000  1,790,330 
Unallocated  79,107 
Consolidated total assets  5,188,647 

Segment liabilities  1,219,172  29,863  81,799  1,330,834 
Unallocated  750,036 
Consolidated total liabilities  2,080,870 
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Notes to the consolidated fi nancial statements
For the year ended 30 June 2013

1. GENERAL INFORMATION   
Umgeni Water is a water board established in terms of Section 28 of the Water Services Act, (Act 108 of 1997) and a 
national government business entity as per Schedule 3B of the Public Finance Management Act (Act 1 of 1999), as 
amended, domiciled in South Africa. The address of its registered offi ce and principal place of business and principal 
activities of the organisation are described in the Directors’ Report. The accounting policies are applicable to both the 
group and parent company except were otherwise stated. The following principal accounting policies were applied by 
the group for the year ended 30 June 2013.

 
 

2. BASIS OF PREPARATION AND MEASUREMENT

a) Statement of compliance
The consolidated fi nancial statements are prepared in accordance with International Financial Reporting Standards 
(IFRSs) and interpretations of those standards, as issued by the International Accounting Standards Board (the IASB),  
the Public Finance Management Act (Act 1 of 1999), as amended (PFMA) and the Companies Act (Act 71 of 2008). 
In terms of section 79 of the PFMA, National Treasury has issued an approval authorising the use of IFRS as the accounting 
reporting framework.  

      

b) Basis of preparation of fi nancial results
The consolidated fi nancial statements are prepared using the historic cost basis except for the following items in the 
statement of  fi nancial position:
• Biological assets are measured at fair value less costs to sell;
• the defi ned benefi t plan obligation is measured at the projected unit credit method; and
• available-for-sale fi nancial assets are measured at fair value.

The consolidated fi nancial statements are prepared on the going concern basis using the accrual basis of accounting 
except for cash fl ow information. 

Except as otherwise disclosed, these accounting policies are consistent with those applied in all periods presented in 
these consolidated fi nancial statements.  

c) Functional and presentation currency
These consolidated fi nancials are presented in rands, which is the group’s functional and presentation currency.  
All fi nancial information presented in rands has been rounded to the nearest thousand. 

d) Use of estimates and judgements

Critical judgements in applying the group’s accounting policies
The preparation of the consolidated fi nancial statements in conformity with IFRSs requires management to make 
judgements, estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses. 
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimates are revised and in any future periods affected.

Management has made the following judgements in the process of applying the group’s accounting policies that 
potentially have the most signifi cant effect on the amounts recognised in the fi nancial statements:

•   Other provisions
Other provisions included in note 24 is based on the uncertainty of revenue previously recognised. 

•   Right of use fi nancial agreement
The judgement applied to the amortisation of the right of use fi nancial asset included in note 15.1. is 9 years. This was 
based on the repayment period at the time of raising the fi nancial asset in 2010.

•   Held-to-maturity fi nancial assets
The directors have reviewed the entity’s held-to-maturity fi nancial assets in the light of its capital maintenance 
and liquidity requirements and have confi rmed its positive intention and ability to hold those assets to maturity. 
The carrying amount of the held-to-maturity fi nancial assets is R5m (2012: R10m).
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

2. BASIS OF PREPARATION AND MEASUREMENT continued...

d) Use of estimates and judgements continued...

Key sources of estimation uncertainty

•   Value-in-use calculations for impairment of property, plant and equipment
The recoverable amount of rural development infrastructure  is determined based on value-in-use calculations. 
Key assumptions relating to these valuations include the discount rate (gross weighted average cost of capital), 
cash fl ows and sales volume demand per scheme. Future cash fl ows are extrapolated over the useful life of the 
assets to refl ect the long-term plan for the group using the growth rates as projected by the economic indicators 
(CPI, PPI, energy). 

Management determines the expected performance of these assets based on the sales volume demands and the 
operating cost structure aligned to the system from which water will be drawn. Refer to note 10 for further details on 
impairments of property, plant & equipment.

•   Fair value of fi nancial instruments
Financial instruments are valued using a discounted cash fl ow analysis based on assumptions supported, where 
possible, by observable market prices or rates. Details of the assumptions used and of the results of sensitivity analysis 
regarding these assumptions are provided in the fi nancial risk management section in note 32.2.3

•   Fair value of biological assets
The carrying amounts of biological assets are recognised at fair value. The fair values of game were determined with 
reference to market prices as at 30 June 2013. Refer to note 12 for further detail on biological assets.

•   Defi ned benefi t plans
The key assumptions relating to the defi ned benefi t plan sensitivity analysis are disclosed in note 28.

No further key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date 
exist, that management may have assessed as having a signifi cant risk of causing material adjustment to the carrying 
amounts of the assets and liabilities within the next fi nancial year.
                   

e) Standards, interpretations and amendments to published standards that are not yet effective
The following new standards, interpretations and amendments to existing standards which are relevant to the group but 
not yet effective, have not been adopted in the current year:

IAS 19 Employee Benefi ts (Revised) (Effective 1 January 2013)
The amended IAS 19 includes the following requirements:
• actuarial gains and losses are recognised immediately in other comprehensive income; this change will remove 

the corridor method and eliminate the ability for entities to recognise all changes in the defi ned benefi t obligation 
and in the plan assets in profi t or loss, which is currently allowed under IAS 19; and 

• expected return on plan assets recognised in profi t or loss is calculated based on the rate used to discount the 
defi ned benefi t obligation. The group is in the process of assessing the impact of the revised standard on the 
fi nancial statements. The elimination of the corridor method in recognising actuarial gains and losses will have an 
impact on the group’s fi nancial statements in the year of adoption. In preparation for the adoption of IAS 19R, 
the group has recognised actuarial losses over a 3 year period  from 2012 to 2014 rather than over the estimated 
average remaining working life of employees. In the current year the cumulative unrecognised actuarial gains and 
losses on the defi ned benefi t plan was R77m (2012:R108m).

IAS 27 Separate fi nancial statements (Effective 1 January 2013) (revised)
IAS 27 was revised and it supersedes the previous IAS 27 (2008). The revised IAS 27 carries forward the existing accounting 
and disclosure requirements for separate fi nancial statements, with minor clarifi cations. The adoption of the revised IAS 27 
is not expected to have a signifi cant impact on the group’s fi nancial statements.

IAS 28 Investments in associates and joint ventures (effective 1 January 2012) 
IAS 28 was revised and it supersedes the previous IAS 28 (2008). The revised IAS 28 carries forward the existing accounting 
and disclosure requirements with limited amendments. The adoption of the revised IAS 28 is not expected to have a 
signifi cant impact on the group’s fi nancial statements.



U M G E N I  WAT E R  •  A M A N Z I132

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

2. BASIS OF PREPARATION AND MEASUREMENT continued...

e) Standards, interpretations and amendments to published standards that are not yet effective continued...

IFRS 7 Financial Instruments : Disclosures amendments to IFRS 7 (Effective 1 January 2013)
These amendments require an entity to disclose information about rights of set-off and related arrangements (e.g., 
collateral agreements). Disclosures are required for all recognised fi nancial instruments that are set off in accordance 
with IAS 32 Financial Instruments: Presentation. The disclosures also apply to recognised fi nancial instruments that are 
subject to an enforceable master netting arrangement or ‘similar agreement’, irrespective of whether they are set off
in accordance with IAS 32. These amendments are applied retrospectively. The standard is not expected to have a 
signifi cant impact on the group’s fi nancial statements.

IFRS 10 Consolidated fi nancial statements, IAS 27 Separate fi nancial statements (Effective 1 January 2013)
IFRS 10 is a new standard that replaces the consolidation requirements in SIC-12 Consolidation - Special Purpose entities 
and IAS 27 Consolidated and separate fi nancial statements. The standard builds on existing principles by identifying the 
concept of control as the determining factor as to whether or not an entity should be included within the consolidated 
fi nancial statements of the parent company and provide additional guidance to assist in the determination of control 
where this is diffi cult to assess. The standard is not expected to have a material impact on the group’s fi nancial 
statements.

IFRS 11 Joint arrangements, IAS 28 Investments in associates and Joint ventures (Effective 1 January 2013)
IFRS 11 is a new standard that deals with the accounting for joint arrangements and focuses on the rights and
obligations of the arrangements, rather than its legal form. The standard requires a single method for accounting for
interests in jointly controlled entities. IFRS 11 has superseded IAS 31 Interests in joint ventures which has been withdrawn. 
The standard is not expected to have a material impact on the group’s fi nancial statements.

IFRS 12 Disclosure of interests in other entities (Effective 1 January 2013)
IFRS 12 is a new and comprehensive standard on disclosure requirements for all forms of interests in other entities, 
including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles. The 
adoption of the new standard will increase the level of disclosure provided for the entity’s interests in subsidiaries, joint 
arrangements, associates and structured entities. The standard will not have a material impact on the group’s fi nancial 
statements.

IFRS 13 Fair value measurement (Effective 1 January 2013)
IFRS 13 introduces a single source of guidance on fair value measurement for both fi nancial and non-fi nancial assets 
and liabilities by defi ning fair value, establishing a framework for measuring fair value and setting out disclosure 
requirements for fair value measurements. The group is still determining the impact of the standard on the fi nancial 
statements.

IAS 32 Offsetting fi nancial assets and fi nancial liabilities - amendments to IAS 32 (Effective 1 January 2014)
The amendments to IAS32 were issued to address inconsistencies in current practice when applying the offsetting 
criteria in IAS 32 Financial instruments: presentation.  The amendments clarify the meaning of currently has a legally 
enforceable right to set-off; and that some gross settlement systems may be considered equivalent to net settlement.  
The amendments will not have a signifi cant impact on the group.

IFRS 9 Financial instruments - classifi cation and measurement (Effective 1 January 2015)
IFRS 9 addresses the initial measurement and classifi cation of fi nancial assets and fi nancial liabilities, and replaces the 
relevant sections of IAS 39 Financial instruments: Recognition and measurement. IFRS 9 retains but simplifi es the mixed 
measurement model and establishes two primary measurement categories for fi nancial assets: amortised cost and fair 
value. The basis of classifi cation depends on the entity’s business model and the contractual cash fl ow characteristics 
of the fi nancial asset. Under IFRS 9, the classifi cation and measurement requirements for fi nancial liabilities are the same 
as per IAS 39, except for two aspects. The fi rst aspect relates to fair value changes for fi nancial liabilities (other than 
fi nancial guarantees and loan commitments) designated at fair value through profi t or loss, that are attributable to the 
changes in the credit risk of the liability. The second aspect relates to derivative liabilities that are linked to and must 
be settled by delivery of an unquoted equity instrument whose fair value cannot be reliably measured. The group is still 
determining the impact of the standard on the fi nancial statements. 

IFRS 9 has also been amended to include the derecognition requirements from IAS 39. These requirements have 
remained unchanged but additional disclosure requirements relating to the disclosure of transfers of fi nancial assets 
have been included in IFRS 7.
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2. BASIS OF PREPARATION AND MEASUREMENT continued...

f) Adoption of new and revised standards 
During the current year the following accounting standards, interpretations and amendments to accounting standards 
which are relevant to Umgeni Water were adopted:

IAS 1 Presentation of items of other comprehensive income - amendments to IAS 1 (Effective 1 July 2012)
The amendments to IAS 1 change the grouping of items presented in other comprehensive income. Items that would be 
reclassifi ed (or recycled) to profi t or loss at a future point in time (for example, upon derecognition or settlement) would 
be presented separately from items that will never be reclassifi ed. The amendment results in a change in presentation 
and will have no impact on the recognition or measurement of items in the fi nancial statements. It is applicable 
retrospectively. The amendments will not have a material impact on the group’s fi nancial statements.

Improvements to IFRSs
A number of standards have been amended as part of the IASB annual improvement project. The group is in the 
process of considering the relevant amendments to the standards and determining the fi nancial impact on the group.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF CONSOLIDATION OF FINANCIAL RESULTS
The consolidated fi nancial statements refl ect the fi nancial results of the group. All fi nancial results are consolidated with 
similar items on a line by line basis except for investments in associates, which are included in the group’s results as set 
out below. 

Inter-company transactions, balances and unrealised gains and losses between entities are eliminated on consolidation. 
To the extent that a loss on a transaction provides evidence of a reduction in the net realisable value of current assets or 
an impairment loss of a non-current asset, that loss is charged to the income statement.

In respect of joint ventures and associates, unrealised gains and losses are eliminated to the extent of the group’s 
interest in these entities. Unrealised gains and losses arising from transactions with associates are eliminated against the 
investment in the associate.

BUSINESS COMBINATIONS
A Business may comprise an entity, group of entities or an unincorporated operation including its operating assets 
and associated liabilities. Business combinations are accounted for using the acquisition method which is the date 
on which control is transferred to the group. On acquisition date, fair values are attributed to the identifi able assets, 
liabilities and contingent liabilities. Fair value of all identifi able assets and liabilities included in the business combination 
are determined by reference to market values of those similar items, where available, or by discounting expected 
future cash fl ows using the discount rate to present values. The consideration transferred is the fair value of the group’s 
contribution to the business combination in the form of assets transferred, liabilities assumed or contingent consideration 
at the acquisition date. Transaction costs directly attributable to the acquisition are charged to the statement of 
comprehensive income.

A non-controlling interest at acquisition date is determined as the non-controlling shareholders’ proportionate share of 
the fair value of the net identifi able assets of the entity acquired. 

On acquisition date goodwill is recognised when the consideration transferred and the recognised amount of the 
non-controlling interests exceeds the fair value of the net identifi able assets of the entity acquired. Goodwill is tested at 
each reporting date for impairment. To the extent that the fair value of the net identifi able assets of the entity acquired 
exceeds the consideration transferred and the recognised amount of non-controlling interests, the excess is recognised 
in the statement of comprehensive income on acquisition date.

When an acquisition is achieved in stages (step acquisition), the identifi able assets and liabilities are recognised at their 
full fair value when control is obtained, and any adjustment to fair values related to these assets and liabilities previously 
held as an equity interest is recognised in the statement of comprehensive income.

When there is a change in the interest in a subsidiary after control is obtained, that does not result in a loss in control, the 
difference between the fair value of the consideration transferred and the amount by which the non-controlling interest 
is adjusted is recognised directly in the statement of changes in equity.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

BUSINESS COMBINATIONS continued...
When the group loses control of a subsidiary it derecognises the assets and liabilities and related equity components of 
the former subsidiary. Any gain or loss is recognised in profi t or loss. Any investment retained in the former subsidiary is 
measured at its fair value at the date when control is lost.

The profi t or loss realised on disposal or termination of an entity is calculated after taking into account the carrying 
value of any related goodwill.
      
Subsidiaries
The assets, liabilities, income, expenses and cash fl ows of subsidiaries are consolidated from the date of acquisition, 
being the date on which the group obtains control, and continue to be consolidated until the date that such control 
ceases. Control is achieved where Umgeni Water has the power to govern the fi nancial and operating policies of the 
acquired entity so as to obtain benefi ts from its activities.       
 
Where necessary, adjustments are made to the fi nancial statements of subsidiaries to bring the accounting policies 
used in line with those used by the group. All material inter-company balances and transactions are eliminated. In the 
parent fi nancial statements, the parent accounts for investments in subsidiaries at cost.
      
Associates
An associate is an entity over which the group has signifi cant infl uence and that is neither a subsidiary nor a joint 
venture. Signifi cant infl uence is the power to participate in the fi nancial and operating policy decisions of the investee 
but is not control or joint control over those policies.         
          
The fi nancial results of associates are included in the group’s results according to the equity method from acquisition 
date until disposal date. Under the equity method, the investment in associate is initially recognised at cost and the 
carrying amount is increased or decreased to recognise the group’s share of profi t or loss of the associate after the 
acquisition date. The group’s share of profi ts or losses is recognised in the statement of comprehensive income as 
equity accounted earnings. Distributions received from associates reduce the carrying amount of the investment. 
All cumulative post-acquisition movements in other comprehensive income of associates are adjusted against the 
carrying amount of the investment. When the group’s share of losses in associate equals or exceeds its interest in those 
associates, the group does not recognise further losses, unless the group has incurred a legal or constructive obligation 
or made payments on behalf of those associates. Goodwill relating to associates forms part of the carrying value of 
those associates. 

The total carrying value of each associate is evaluated annually, as a single asset, for impairment or when conditions 
indicate that a decline in fair value below the carrying amount is other than temporary. If impaired, the carrying value 
of the group’s share of the underlying assets of associates is written down to its estimated recoverable amount in 
accordance with the accounting policy on impairment and charged to the statement of comprehensive income as 
part of equity accounted earnings of that associate.

When signifi cant infl uence over an associate is lost, the group measures any investment retained in the former 
associate at fair value, with any consequential gain or loss recognised in profi t or loss.

Where the reporting date of an associate differs from that of the group, adjustments are made to the associate’s 
most recent audited fi nancial results for material transactions and events that occur since then to the reporting date 
of the group.
                    
Where a group entity transacts with an associate of the group, unrealised profi ts and losses are eliminated to the extent 
of the group’s interest in the relevant associate. In the parent fi nancial statements, the parent accounts for investments 
in associates at cost.

OPERATING SEGMENTS AND SEGEMENT REPORTING
The group has two reportable segments:
• the primary segment as defi ned by section 29 of the Water Services Act no. 108 of 1997; and
• other activities as defi ned by Section 30 of the Water Services Act No. 108 of 1997.

Segment results that are reported include items directly attributable to the segment as well as those that can be 
allocated on a reasonable basis. Unallocated items comprise mainly corporate assets, head offi ce expenses, assets 
and liabilities. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

PROPERTY, PLANT & EQUIPMENT
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated  impairment 
losses. Land is not depreciated. 

Costs include expenditure that is directly attributable to the acquisition of the asset. Works under construction are 
stated at cost less accumulated impairment losses. Cost includes the cost of materials, direct labour, allocated portion 
of direct project overheads and any costs incurred which is directly attributable to bringing it to its present location and 
condition. Work in progress is commissioned on date of signifi cant completion net of grant funding in accordance with 
the accounting policy on grant funding on page 138.

Servitudes are considered an integral part of the asset and are essential to the operation of the asset and therefore 
forms part of the cost of the relevant asset.

Borrowing costs are capitalised on qualifying assets in accordance with the relevant accounting policy on 
fi nance costs.

When property, plant and equipment comprise major components with different useful lives, these components 
are accounted for as separate items. Expenditure incurred to replace or modify a signifi cant component of plant 
is capitalised and any remaining carrying amount  of the component replaced is written off in the statement of 
comprehensive income. All other expenditure are charged to the statement of comprehensive income.

The carrying amount of property plant and equipment will be derecognised on disposal or when no future economic 
benefi ts are expected from its use. The gain or loss arising on the disposal or retirement of an item of property, plant 
and equipment is determined as the difference between the sales proceeds and the carrying amount of the asset and 
is recognised in the statement of comprehensive income.

Property, plant and equipment are depreciated to its estimated residual values on a straight line basis over its 
expected useful life. The depreciation methods, estimated remaining useful lives and residual values are reviewed at 
least annually and adjusted prospectively if appropriate.

LEASES

Classifi cation            
Leases are classifi ed as fi nance leases whenever the terms of the lease transfer substantially all the risks and rewards of 
ownership to the lessee. All other leases are classifi ed as operating leases. 

Fair value
The fair value of fi nance lease receivables and fi nance lease liabilities is determined by discounting the future cash 
fl ows with respect to the fi nance lease at the interest rate implicit in the lease.
          

Asset category Estimated useful life (years)

Buildings and Infrastructure
Buildings 40
Dams and weirs 45
Pipelines 30-45
Pump stations 10-30
Reservoirs and intake works 45
Tunnels 45
Water treatment works 10-45
Waste water works 10-45  

Equipment and vehicles
Plant & equipment, furniture & fi ttings 5
Vehicles 5
Computers 3-5
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

LEASES continued...

In the capacity of a lessor            

Finance lease
Amounts due from lessees under fi nance leases are recorded as receivables at the amount of the group’s net 
investment in the leases. 

Finance lease income is allocated to accounting periods so as to refl ect a constant periodic rate of return on the 
group’s net investment outstanding in respect of the leases.       

Finance lease receivables are assessed for impairment and derecognised in accordance with the requirements for 
fi nancial assets.   

Operating lease          
Rental income from operating leases with fi xed escalation clauses is recognised on a straight-line basis over the term 
of the relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are added to the 
carrying amount of the leased asset and recognised on a straight line basis over the lease term.   

In the capacity of a lessee

Finance lease      
Assets held under fi nance leases are recognised as assets of the group at their fair value or, if lower, at the present 
value of the minimum lease payments, each determined at the inception of the lease. 

The corresponding liability to the lessor is included in the statement of fi nancial position as a fi nance lease obligation. 
Lease payments are apportioned between fi nance charges and reduction of the lease obligation so as to achieve a 
constant rate of interest on the remaining balance of the liability. The corresponding rental obligations and net fi nance 
charges, are included in other short term and other long term payables respectively. 

The interest element of the fi nance cost is charged to profi t or loss within fi nance cost over the lease period so as to 
produce a constant periodic rate of interest on the remaining balance of the liability for each period.

Finance lease liabilities are derecognised in accordance with the derecognition requirements for fi nancial liabilities. 

The property plant and equipment acquired under fi nance leases are depreciated or amortised over the shorter of the 
useful life of the asset and the lease term. 

Operating lease 
Rentals payable under operating leases with fi xed escalation clauses are charged to income on a straight-line basis 
over the term of the relevant lease. Benefi ts received and receivable as an incentive to enter into an operating lease 
are also spread on a straight-line basis over the lease term. 
     
INVESTMENT PROPERTY        
Investment property is property held either to earn rentals or for capital appreciation or both but not for sale in the 
ordinary course of business, use in production or supply of goods or services or for administrative purposes. Investment 
property is measured at cost, less subsequent depreciation and impairment. 

Cost includes expenditure that is directly attributable to the acquisition of the investment property. Cost of a 
self-constructed investment property includes the cost of materials and direct labour, any other costs directly 
attributable to bringing the investment property to a working condition for their intended use and capitalised 
borrowing costs.

INTANGIBLE ASSETS (OTHER THAN GOODWILL)

Research and development 
Research expenditure is charged to the statement of comprehensive income when incurred. Development 
expenditure relating to the production of new or substantially improved products is capitalised if the following 
conditions are met:
• it is technically feasible to complete the intangible asset so that it will be available for use or sale;
• management intends to complete the intangible asset and use or sell it;



A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3 137

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

INTANGIBLE ASSETS (OTHER THAN GOODWILL) continued...

Research and development continued...
• there is an ability to use or sell the intangible asset;
• it can be demonstrated how the intangible asset will generate probable future economic benefi ts;
• adequate technical, fi nancial and other resources to complete the development and to use or sell the intangible 
 asset are available; and
• the expenditure attributable to the intangible asset during its development can be measured reliably.

Research and development costs that do not meet the criteria are recognised in profi t and loss. Development costs 
previously recognised as an expense are not recognised as an asset in a subsequent period.

Intangible assets are amortised from the time it’s ready for use over a straight line basis over its useful life.      
           
Software
Software is carried at cost less accumulated amortisation and impairment. Internally developed and packaged 
software and the direct costs associated with the development and installation thereof are capitalised and recognised 
as intangible assets. Software is amortised in full on a straight-line basis as follows:         
•      customised software 5 years; and           
•      shelf software 2 years.             
 
Costs associated with research and development of computer software programs are recognised as an expense as 
they are incurred. Development costs are capitalised if it meets the criteria for capitalising development expenditure.  
Costs relating to the acquisition of licenses are treated as an expense in the period in which the license is acquired.

Other intangible assets             
Intangible assets are initially recognised at cost if acquired separately or internally generated, or at fair value if 
acquired as part of a business combination. If assessed as having an indefi nite useful life, it is not amortised but tested 
for impairment annually and impaired if necessary. If assessed as having a fi nite useful life, it is amortised over its useful 
life using a straight-line basis, and tested for impairment if there is an indication that it may be impaired.

The useful lives of intangible assets are reviewed annually and adjusted prospectively if appropriate. Gains or 
losses arising from derecognition of an intangible asset are measured as the difference between the net disposal 
proceeds and the carrying amount and are recognised in the statement of comprehensive income when the asset is 
derecognised.

NON-CURRENT ASSETS OR DISPOSAL GROUPS HELD-FOR-SALE
Non-current assets or disposal groups are classifi ed as held-for-sale if their carrying amount will be recovered through 
a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly 
probable and the asset (or disposal group) is available for immediate sale in its present condition. Management must 
be committed to the sale, which should be expected to qualify for recognition as a completed sale within one year 
from the date of classifi cation except to the extent that there is a delay caused by events or circumstances beyond 
the group’s control and there is suffi cient evidence that the group remains committed to its plan to sell the asset (or 
disposal group).  
                    
Where a disposal group held-for-sale will result in the loss of control of a subsidiary, all the assets and liabilities of that 
subsidiary are classifi ed as held-for-sale, regardless of whether a non-controlling interest in the former subsidiary is to be 
retained after the sale.

Upon classifi cation of a non-current asset or disposal group as held-for-sale it is reviewed for impairment. The 
impairment charged to the statement of comprehensive income is the excess of the carrying value of the non-current 
asset or disposal group over its expected fair value less costs to sell.

Non-current assets (and disposal groups) classifi ed as held-for-sale are measured at the lower of the assets’ previous 
carrying amount and fair value less costs to sell. No depreciation or amortisation is provided on non-current assets from 
the date they are classifi ed as held for sale.

If a non-current asset or disposal group is classifi ed as held-for-sale, but the criteria for classifi cation as held-for-sale 
is no longer met, the disclosure of such non-current asset as held-for-sale is ceased. On ceasing classifi cation, the 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

NON-CURRENT ASSETS OR DISPOSAL GROUPS HELD-FOR-SALE continued...
non-current assets are refl ected at the lower of:
• the carrying amount before classifi cation as held-for-sale adjusted for any depreciation or amortisation that would 
 have been recognised had the asset not been classifi ed as held-for-sale; and
• the recoverable amount at the date the classifi cation as held-for-sale ceases. 

The recoverable amount is the amount at which the asset would have been recognised after the allocation of any 
impairment loss arising on the cash generating unit as determined in accordance with the group’s policy on the 
impairment of non-fi nancial assets.

Any adjustments required to be made on reclassifi cation are recognised in the statement of comprehensive income on 
reclassifi cation, and included in income from continuing operations.

Where the disposal group was also classifi ed as a discontinued operation, the subsequent classifi cation as held-for-use 
also requires that the discontinued operation be included in continuing operations. Comparative information relating 
to the classifi cation as a discontinued operation is restated accordingly.
       

BIOLOGICAL ASSETS
Game stock and plantations are measured at their fair value less estimated point-of-sale costs. The fair value of 
biological assets are determined annually based on market prices of similar age, genies, and genetic merit. All 
changes in fair values are recognised in the statement of comprehensive income in the period in which they arise.

IMPAIRMENT OF NON-FINANCIAL ASSETS
At each reporting date, the group reviews the carrying amounts of its non-fi nancial assets other than inventories and 
deferred tax to determine whether there is any indication that the carrying value may not be recoverable and whether 
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is 
estimated in order to determine the extent of the impairment loss, if any. Where the asset does not generate cash 
fl ows that are independent from other assets, the group estimates the recoverable amount of the cash-generating 
unit to which the asset belongs. An intangible asset with an indefi nite useful life is tested for impairment annually and 
whenever there is an indication that the asset may be impaired.     
  
Recoverable amount is the higher of fair value less costs to sell and value-in-use. In assessing value-in-use, the estimated 
future cash fl ows are discounted to their present value using a pre-tax discount rate that refl ects current market 
assessments of the time value of money and the risks specifi c to the asset for which the estimates of future cash fl ows 
have not been adjusted. If the recoverable amount of an asset, or cash-generating unit, is estimated to be less than its 
carrying amount, the carrying amount of the asset or cash-generating unit, is reduced to its recoverable amount.  
                   
An impairment loss is recognised as an expense immediately, unless the relevant asset is carried at a revalued amount, 
in which case the impairment loss is treated as a revaluation decrease.      
        
Where an impairment loss, other than for goodwill, subsequently reverses, the carrying amount of the asset or 
cash-generating unit is increased to the revised estimate of its recoverable amount, not exceeding the carrying 
amount that would have been determined had no impairment loss been recognised for the asset or cash generating 
unit, in prior years.                 
        
A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a revalued 
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.  
   
INVENTORIES
Inventories are stated at the lower of the weighted average cost and net realisable value. Obsolete, redundant and 
slow-moving inventories are identifi ed and written down to the estimated net realisable value.    
           
Net realisable value is the estimate of the selling price in the ordinary course of business, less the estimated costs of 
completion, selling and distribution expenses.

UMGENI WATER CAPITAL AND GRANT FUNDING
Capital grants for infrastructure received by Umgeni Water after 1 July 2000 are refl ected against property, plant and 
equipment. The grant is recognised in profi t or loss over the remaining useful life of the depreciable asset as a reduced 
depreciation expense.
        
Capital grants received prior to 1 July 2000 are shown on the statement of fi nancial position as Umgeni Water capital 
and included under capital.

Government grants towards staff re-training are recognised as income over the periods necessary to match them with 
the related costs and are deducted in reporting the related expense.
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EMPLOYEE BENEFITS 

Retirement benefi t costs - Provident fund        
Contributions to the defi ned contribution retirement benefi t plan for the provident fund are recognised as an expense 
when employees have rendered service entitling them to the contributions.

Retirement benefi t costs - Pension fund         
For the defi ned benefi t retirement benefi t plans, the cost of providing benefi ts is determined using the projected unit 
credit method, with actuarial valuations being carried out at the end of each reporting period. Actuarial gains and 
losses are recognised using the allowed “corridor approach” over a 3 year period from 2012 to 2014, thereafter will 
be recognised immediately in other comprehensive income in accordance with IAS 19 revised. Past service cost is 
recognised immediately to the extent that the benefi ts are already vested, and otherwise is amortised on a straight line 
basis over the average period until the benefi t becomes vested.

The retirement benefi t obligation recognised in the statement of fi nancial position represents the present value of the 
defi ned benefi t obligation as adjusted for unrecognised actuarial gains and losses and unrecognised past service 
cost, and as reduced by the fair value of plan assets. Any asset resulting from this calculation is limited to unrecognised 
actuarial losses and past service cost, plus the present value of available funds and reductions in future contributions to 
the plan.

Other retirement benefi ts
Post-retirement healthcare benefi ts are provided to certain of the group’s retirees. The cost of providing benefi ts is 
determined using the projected unit credit method with actuarial valuations being carried out every year. Actuarial 
gains and losses are recognised immediately through profi t/loss in the year in which they arise. 

Short-term employee benefi ts  
Short-term employee benefi ts are those that are due to be settled within twelve months after the end of the period in 
which the services have been rendered. Remuneration of employees is charged to the statement of comprehensive 
income. The group recognises a liability for leave and performance bonuses which is included in provisions and 
accrues for other short-term employee benefi ts.
                                                                                                                                                                                                             
PROVISIONS             
Provisions are recognised when the group has a present legal or constructive obligation as a result of a past event and 
it is probable that this will result in an outfl ow of economic benefi ts that can be reliably estimated.     
    
Onerous contracts             
Provision for onerous contracts is recognised when the expected benefi ts to be derived by the group from a contract 
are lower than the unavoidable cost of meeting the obligations under the contract.     
    
FINANCIAL GUARANTEE CONTRACTS
Financial guarantee contracts are accounted for and consequently are measured in accordance with IAS 37 - 
Provisions, contingent liabilities and contingent assets.
          

FINANCIAL ASSETS         
The group classifi es its fi nancial assets into the following categories:
• held-to-maturity fi nancial assets;
• loans and receivables; and
• available-for-sale fi nancial assets.

The classifi cation depends on the nature and purpose of the fi nancial assets and is determined at the time of initial 
recognition. Management re-evaluates such designation at least at each reporting date.    
    
Financial assets are recognised on transaction date when the group becomes party to the contracts and thus obtains 
rights to receive economic benefi ts and are derecognised when those rights no longer exist. Financial assets are stated 
initially on transaction date at fair value including transaction costs.

Held-to-maturity assets
Held-to-maturity fi nancial assets and loans and receivables are subsequently stated at amortised cost using the 
effective interest rate method. Amortised cost is calculated by taking into account any discount or premium on
acquisition date and fees or costs that are an integral part of  the effective interest rate. The effective interest rate 
amortisation is included in interest income in statement of comprehensive income.  

Notes to the consolidated fi nancial statements continued...
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

FINANCIAL ASSETS continued...

Loans and receivables

Trade and other receivables
Trade and other receivables are initially measured at fair value plus any directly attributable transaction costs.  
Subsequent to initial recognition these are measured at amortised cost using the effective interest method less any 
impairment losses.
           
Cash and  cash equivalents          
Cash and cash equivalents comprise cash on hand. Cash and cash equivalents are measured at carrying value which 
is deemed to be fair value.      

Available-for-sale fi nancial assets
Available-for-sale fi nancial assets are subsequently stated at fair value at reporting date. Unrealised gains and losses 
arising from revaluation of available-for-sale fi nancial assets are recognised as other comprehensive income and 
included in the investment revaluation reserve. On disposal or impairment of available-for-sale fi nancial assets, 
cumulative unrealised gains and losses previously recognised in other comprehensive income are included respectively 
in determining the profi t or loss on disposal of, or impairment charge relating to, that fi nancial asset, which is recognised 
in the statement of comprehensive income.
  
The fair values of fi nancial assets are based on quoted prices in an active market at the close of business on the 
reporting date. If the market for a fi nancial asset is not active, the entity establishes the fair value in accordance with 
the valuation technique which adopts a constant spread approach.

Premiums or discounts arising from the difference between the fair value of a fi nancial asset and the amount 
receivable at maturity date are charged to the statement of comprehensive income based on the effective interest 
rate method.  

Impairment of fi nancial assets               
Financial assets are assessed for indicators of impairment at each reporting date. Financial assets are impaired where 
there is objective evidence that, as a result of one or more events that occurred after the initial recognition of the 
fi nancial asset, the estimated future cash fl ows of the investment have been impacted. For fi nancial assets carried at 
amortised cost, the amount of the impairment is the difference between the asset’s carrying amount and the present 
value of estimated future cash fl ows, discounted at the original effective interest rate.  
  
The carrying amount of the fi nancial asset is reduced by the impairment loss directly for all fi nancial assets with the 
exception of trade receivables where the carrying amount is reduced through the use of a doubtful debts allowance 
account. When a trade receivable is uncollectible, it is written off against the allowance account. Subsequent 
recoveries of amounts previously written off are credited to profi t or loss. Changes in the carrying amount of the 
allowance account are recognised in profi t or loss. 
       
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 
through profi t and loss to the extent that the carrying amount of the investment at the date the impairment is reversed 
does not exceed what the amortised cost would have been had the impairment not been recognised.  

For available-for-sale fi nancial investments, the group assesses at each reporting date whether there is objective 
evidence that an investment or a group of investments is impaired. In case of equity investments classifi ed as 
available-for-sale, objective evidence would include a signifi cant or prolonged decline in their fair value of the 
investment below its cost. ‘Signifi cant’ is evaluated against the original cost of the investment and ‘prolonged’ 
against the period in which the fair value has been below its original cost. When there is evidence of impairment, 
the cumulative loss measured as the difference between the acquisition cost and the current fair value, less any 
impairment loss on that investment previously recognised in profi t or loss is removed from other comprehensive income 
and recognised in profi t or loss. Impairment losses on equity investments are not reversed through profi t or loss; increases 
in their fair value after impairment are recognised directly in other comprehensive income. 

Derecognition of fi nancial assets              
The entity derecognises a fi nancial asset only when the contractual rights to the cash fl ows from the asset expire; or it 
transfers the fi nancial asset and substantially all the risks and rewards of ownership of the asset to another entity. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

FINANCIAL LIABILITIES                
Financial liabilities are initially recognised at the transaction date when the group becomes party to a contract, at fair 
value, net of transaction costs incurred and are subsequently stated at amortised cost. Premiums or discounts arising 
from the difference between the fair value of fi nancial liabilities raised and the amount repayable at maturity date are 
charged to the statement of comprehensive income as fi nance costs based on the effective interest rate method.

Trade and other payables 
Trade payables are not interest bearing and are stated at their nominal value.

Derecognition of fi nancial liabilities           
The group derecognises fi nancial liabilities when, and only when, the group’s obligations are discharged, cancelled or 
they expire.

EFFECTIVE INTEREST METHOD
The effective interest method is a method of calculating the amortised cost of a fi nancial asset/fi nancial liability and 
of allocating interest income/expense over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash receipts/cash payments (including all fees on points paid or received that form an 
integral part of the effective interest rate, transaction costs and other premiums or discounts) through the expected life 
of the fi nancial asset/fi nancial liability, or, where appropriate, a shorter period. 

OFFSET              
Financial assets and fi nancial liabilities are only offset if there is a currently enforceable legal right to offset and there is 
an intention either to settle on a net basis or to realise the asset and settle the liability simultaneously.   
    
REVENUE              
The group recognises revenue when the amount of revenue can be reliably measured and it is probable that 
economic benefi ts will fl ow to the entity. Revenue is measured at the fair value of the consideration received or 
receivable net of discounts and value added taxation. Revenue is recognised as follows:

Sale of goods
Revenue from the sale of goods is recognised when signifi cant risks and rewards of ownership have passed and the 
collectability of the related receivable is reasonably assured. Sale of goods consists of potable bulk water sales to 
customers and treatment of waste water.

Potable bulk water revenue is recognised at the point of metering to the customer. 

Sale of services
Revenue from the sale of services is recognised in the period in which the services are rendered. Sale of services consist 
of other services that complement bulk water service provision such as laboratory services, water quality monitoring, 
operating and maintenance contracts and acting as an implementing agent for any sphere of government for 
projects related to water service delivery.

Sale of services from acting as an implementing agent is recognised by reference to the stage of completion of the 
specifi c transaction assessed on the basis of the actual service provided as a proportion of the total services to be 
provided (refer below construction contracts).

Other revenue
Other revenue is recognised when the signifi cant risks and rewards of ownership are transferred to the purchaser and 
the amount of revenue can be measured reliably.

Construction contracts
Contract revenue includes the initial amount agreed in the contract plus any variations in contract work to the extent 
that they will result in revenue and can be measured reliably. As soon as the outcome of a contract can be estimated 
reliably, contract revenue and contract costs are recognised in profi t or loss by reference to the stage of completion of 
the contract.

The stage of completion is assessed by reference to the completion of a physical proportion of the work or surveys of 
the work performed. When an outcome of a construction contract cannot be estimated reliably, contract revenue 
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued...

REVENUE continued...

Construction contracts continued...
is recognised only to the extent of contract costs incurred that are likely to be recoverable. An expected loss on a 
contract is recognised immediately in profi t or loss.

COST OF SALES              
Cost of sales includes the costs of raw water and all other direct operating costs associated with the production 
processes. The costs directly attributable to sales for other activities, as defi ned in Section 30 of the Water Services Act 
(Act 108 of 1997), are disclosed as cost of sales. All other costs are considered to be administration expenses.

TAXATION              
Umgeni Water and Msinsi Holdings (Pty) Ltd are tax-exempt entities in terms of Section 10 (1) (t) (ix) of the Income 
Taxation Act and therefore the policy is only in respect of its subsidiary, Umgeni Water Services (Pty) Ltd and associates.
          
The income tax charge represents the tax currently payable and deferred tax.          
             
Current tax                 
The tax currently payable is based on taxable income for the year. Taxable income differs from profi t as reported in the 
statement of comprehensive income because it excludes items of income or expense that are taxable or deductible 
in other years and it further excludes items that are never taxable or deductible. The group’s liability for current tax is 
calculated using tax rates that have been enacted or substantively enacted by the reporting date.   
 
Deferred tax                 
Deferred tax is the tax expected to be payable or recoverable on temporary differences between the carrying 
amounts of assets and liabilities in the fi nancial statements and the corresponding tax bases used in the computation 
of taxable income, and is accounted for using the liability method. Deferred tax liabilities are generally recognised for 
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable 
profi ts will be available against which deductible temporary differences can be utilised. No deferred tax is recognised 
if the temporary difference arises from goodwill or from the initial recognition (other than in a business combination) of 
other assets and liabilities in a transaction that affects neither the tax profi t nor the accounting profi t.   

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no 
longer probable that suffi cient taxable profi ts will be available to allow all or part of the asset to be recovered.  
      
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the entity intends 
to settle its current tax assets and liabilities on a net basis.  

INTEREST INCOME
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate 
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the 
fi nancial asset to that asset’s net carrying amount.

FINANCE COSTS
Finance costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets 
that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost 
of those assets, until such time as the assets are substantially ready for their intended use or sale. Investment income 
earned on the temporary investment of specifi c borrowings pending their expenditure on qualifying assets is deducted 
from the borrowing cost eligible for capitalisation to those assets.     

All other borrowing costs are refl ected in the statement of comprehensive income in the period in which they 
are incurred.
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Group & Parent
2013 2014

R’000 R’000

(Decrease) increase in depreciation expense  (8,230)  2,237 

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

5. REVENUE

Sale of goods  1,853,675  1,570,756  1,853,675  1,570,756 
Water sales  1,625,909  1,519,724  1,625,909  1,519,724 
Capital unit charge Spring Grove Dam  172,781  -    172,781  -   
Waste water  54,985  51,032  54,985  51,032 

Rendering of services - Other activities  227,940  276,395  214,993  264,319 
- Household and school sanitation  759  1,621  759  1,621 
- Water Infrastructure  107,792  145,074  107,792  145,074 
- Scientifi c and environmental  39,629  61,443  39,629  61,443 
- Operating and Maintenance:

- Department of Water Affairs  35,466  38,657  35,466  38,657 
- Other  17,295  15,626  17,295  15,626 

- National Treasury Internship Graduate Programme and other  26,999  13,974  14,052  1,898 

Included in revenues arising from water sales are revenues of 
approximately R1,337m (2012: 1,128m) from sales to the group's 
largest customer. (Refer to note 29)

Total revenue  2,081,615  1,847,151  2,068,668  1,835,075 
     

6. OTHER INCOME

Sundry income*  16,265  50,260  16,160  50,155 
Rental income  2,549  1,849  2,505  1,805 

Total other income  18,814  52,109  18,665  51,960 

* 2012 includes reversal of prior years' accrual for raw water of R41m which had prescribed.

4. CHANGE IN ESTIMATE

During the year, Umgeni Water conducted an operational review and physical verifi cation of its assets which has 
resulted in changes in the expected usage of certain items of property, plant and equipment. As a result there 
have been changes in the remaining useful lives of assets. The effect of these changes on actual and expected 
depreciation expense, included in the cost of the assets, in the current and future year respectively, is as follows:

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

7. PROFIT FROM OPERATIONS

Profi t from operations is stated after taking the following  
items into account:

Asset impairments and write-offs  76,130  72,013  76,025  72,013 
- Buildings & infrastructure impairments (refer to note 10)  357  4,962  357  4,962 
- Capital work-in-progress impairments (refer to note 10)  75,677  67,051  75,677  67,051 
- other asset impairments and write-offs (reversals)  96  -    (9)  -   
Amortisation  6,175  5,582  6,175  5,582 
- Right of use agreement (refer to note 15)  2,806  2,846  2,806  2,846 
- Intangible assets (refer to note 11)  3,369  2,736  3,369  2,736 
Auditors remuneration  1,886  1,585  1,639  1,381 
- Audit fees - current year  1,817  1,586  1,570  1,382 
- Audit fees - prior year (over) under provision  69  (1)  69  (1)
Board members' emoluments (refer pg 123)  4,127  4,338  4,049  4,270 
Depreciation (refer to note 10)  95,921  93,481  95,179  92,621 
- Buildings and infrastructure  79,626  76,647  79,626  76,647 
- Equipment and vehicles  16,295  16,834  15,553  15,974 
Doubtful debts provision (refer to note 18)  12,376  15,952  12,376  15,952 
Fair value adjustment of biological assets (refer to note 12)  273  838  -    1,492 
Maintenance  153,524  146,658  152,335  145,287 
- Direct costs  137,456  130,804  137,456  130,804 
- Indirect costs  16,068  15,854  14,879  14,483 
Operating lease payments  1,416  1,279  606  573 
Profi t on disposal of property, plant and equipment  (420)  (1,029)  (466)  (1,076)
Retirement benefi ts  158,607  132,585  158,607  132,585 
- Post retirement medical aid (refer to note 28.3)  41,252  48,997  41,252  48,997 
- Pension - defi ned benefi t (refer to note 28.2)  117,355  83,588  117,355  83,588 
Salaries and other staff costs  378,946  339,617  360,436  321,430 
- Direct  117,203  105,291  117,203  105,291 
- Indirect  192,622  171,165  174,112  152,978 
- Maintenance  62,504  57,165  62,504  57,165 
- Operating & Maintenance: Dams  6,617  5,996  6,617  5,996 

Number of employees at 30 June
Permanent  885  808  812  731 
Fixed term contracts  91  106  91  106 
Trainees* -  17 -  17 

Total number of employees  976  931  903  854 

*From 2013 trainees are not included in staff costs. These costs 
 are included in training costs and trainees do not form part 
 of the permanent establishment.

8. INTEREST INCOME

Interest received - investments  132,194  98,150  132,194  98,150 
Interest received - other fi nancial assets (refer to note 15)  1,022  1,196  1,022  1,196 
Interest received - other  810  789  813  733 

Total interest income  134,026  100,135  134,029  100,079 
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Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

9. FINANCE COSTS

Bank overdrafts and other  2,225  3,093  2,225  3,093 
Bonds  64,200  64,258  64,200  64,258 
Loans  46,937  59,288  46,907  59,266 
Less: borrowing costs capitalised (refer to note 10)  (46,855)  (42,050)  (46,855)  (42,050)

Interest was capitalised to work-in-progress at the gross 
weighted average cost of capital.
Gross weighted average cost of capital 9.23% (2012: 9.34%).

Total fi nance costs  66,507  84,589  66,477  84,567 

10. PROPERTY, PLANT AND EQUIPMENT

Land

Buildings 
and  

infrastructure

Equipment   
and 

vehicles

 Capital 
work  in 

progress
 Total 

parent Subsidiaries Group
R'000  R'000  R'000  R'000  R'000  R'000  R'000 

Year ended 30 June 2013
Carrying amount 1 July 2012 3,543  2,610,211  38,407  443,343 3,095,504  2,109  3,097,613 
Cost 3,543  3,357,385  136,730  737,487 4,235,145  10,308  4,245,453 
Accumulated impairments  -  (40,608)  - (153,111) (193,719)  - (193,719)
Accumulated grant funding  -  -  - (141,033) (141,033)  - (141,033)
Accumulated depreciation  -  (706,566)  (98,323)  - (804,889)  (8,199) (813,088)

Additions  -  -  23,926  615,539 639,465  742  640,207 

Grant funding  -  -  - (167,080) (167,080)  - (167,080)

Borrowing costs capitalised  -  -  -  46,855  46,855  -  46,855 

Disposals/Asset write-offs  -  (1,413)  (246)  -  (1,659)  (46) (1,705)
Cost  -  (10,117)  (49,416)  - (59,533)  (1,077) (60,610)
Accumulated depreciation  -  8,704  49,170  -  57,874  1,031  58,905 

Depreciation charge  -  (79,626)  (15,553)  - (95,179)  (742) (95,921)

Impairment -  (357) - (75,677) (76,034) - (76,034)

Commissioning  -  328,666  - (328,666)  -  -  - 
Cost  -  414,870 - (414,870)  -  -  - 
Accumulated impairment  -  (86,20 4)  -  86,204  -  -  - 

Total property, plant and equipment  3,543  2,857,481  46,534  534,314 3,441,872  2,063 3,443,935 

Cost 3,543  3,762,138  111,240  985,011 4,861,932  9,973 4,871,905 
Accumulated impairments -  (127,169)  - (142,584) (269,753) - (269,753)
Accumulated grant funding -  -  - (308,113) (308,113) - (308,113)
Accumulated depreciation  -  (777,488)  (64,706)  - (842,194)  (7,910) (850,104)

Total property, plant and equipment  3,543  2,857,481  46,534  534,314 3,441,872  2,063 3,443,935 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
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10. PROPERTY, PLANT AND EQUIPMENT continued...

Land

Buildings
 and  

infrastructure

Equipment   
and 

vehicles

 Capital 
work in 

progress
 Total 

parent Subsidiaries Group
R'000  R'000  R'000  R'000  R'000  R'000  R'000 

Year ended 30 June 2012
Carrying amount 1 July 2011  2,562  2,357,078  43,252  464,100  2,866,992  2,556  2,869,548 
Cost  2,562  3,022,643  149,789  560,137 3,735,131  9,915  3,745,046 
Accumulated impairments -  (35,646)  -  (86,060)  (121,706)  -  (121,706)
Accumulated grant funding  -  -  -  (9,977)  (9,977)  -  (9,977)
Accumulated depreciation  -  (629,919)  (106,537)  -  (736,456)  (7,359)  (743,815)

Additions  -  -  11,166  470,042  481,208  460  481,668 

Grant funding  -  -  -  (131,056)  (131,056)  -  (131,056)

Borrowing costs capitalised  -  -  -  42,050  42,050  -  42,050 

Disposals/Asset write-offs  -  -  (37)  -  (37)  (47)  (84)
Cost  -  -  (24,225)  -  (24,225)  (67)  (24,292)
Accumulated depreciation  -  -  24,188  -  24,188  20  24,208 

Transfers  981  -  -  -  981  -  981 
Cost  981  -  -  -  981  -  981 
Accumulated depreciation  -  -  -  -  -  -  - 

Depreciation charge  -  (76,647)  (15,974)  -  (92,621)  (860)  (93,481)

Impairment  -  (4,962)  -  (67,051)  (72,013)  -  (72,013)
 -  -  - 

Commissioning  -  334,742  - (334,742)  -  -  - 

Total property, plant and equipment  3,543  2,610,211  38,407  443,343  3,095,504  2,109 3,097,613 

Cost 3,543  3,357,385  136,730  737,487 4,235,145  10,308  4,245,453 
Accumulated impairments  -  (40,608)  - (153,111) (193,719)  -  (193,719)
Accumulated grant funding  -  -  - (141,033) (141,033)  -  (141,033)
Accumulated depreciation  -  (706,566)  (98,323)  - (804,889)  (8,199)  (813,088)

Total property, plant and equipment 3,543  2,610,211  38,407  443,343 3,095,504  2,109 3,097,613 

Infrastructure consists of: pipelines, dams, weirs, reservoirs, tunnels, pump stations, sludge plants, waste water treatment 
works and waterworks.

Equipment and vehicles consists of: motor vehicles, computer hardware and furniture & fi ttings. The subsidiaries 
property, plant and equipment is all classifi ed as equipment and vehicles. 

A schedule of land and buildings is available for inspection at the registered offi ce of Umgeni Water.

The impairment losses arose from projects relating to rural development infrastructure where the recoverable amount is 
less than the carrying amount. The recoverable amount is the estimated value in use. It was not possible to determine 
fair value less costs to sell as there was no basis for making a reliable estimate of the amount obtainable from the sale 
of these assets in an arms length transaction between knowledgeable and willing parties. The impairment losses to 
work in progress were calculated as a pro-rata impairment based on the fi nal projected impairment value.
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10. PROPERTY, PLANT AND EQUIPMENT continued...

Rural development projects - summary of impairments

Discount 
factor 
(gross 
WACC)

Approved 
total 
project 
cost

Recoverable 
amount
(value in 
use) 2013

Estimated 
Impairment
2013

Estimated 
Impairment
2012

Accumulated 
Impairment 
2012

Impairment 
2013

Accumulated 
Impairment
2013

%  R'000  R'000  % %  R'000 R’000  R'000 

Buildings & 
infrastructure
Ngcebo bulk water 
supply scheme 
(Phase 1) 9.35%  55,838  - 100% 100%  38,613  -  38,613 
Maphumulo BWS 
Scheme (Phase 1) 9.31%  412,144  140,411 45% 46%  60,345  25,859  86,204 
Sub-total buildings 
& infrastructure 467,982 140,411  98,958  25,859  124,817 

Work in progress
Greater Eston 9.23%  243,968  45,808 28% 77%  26,828  2,512  29,340 
Richmond 9.23%  294,294  147,144 28% 17%  5,014  12,130  17,144 
Lower Thukela BWS 9.23% 1 607,667  982,928 0% 20%  7,201  (7,201)  - 
Maphumulo BWS 
Scheme (Phase 2) 9.31%  57,688  19,654 45% 46%  8,447  3,657  12,104 
Greater Mphofana 
(Phase 1) 9.23%  349,815  261,416 7% 0%  -  552  552 
Mhlabatshane BWS 
Scheme  9.23%  253,965  15,795 51% 32%  45,276  38,168  83,444 
Sub-total work in 
progress 2,807,397 1,472,745  92,766  49,818  142,584 

Total 3,275,379  1,613,156      191,724  75,677  267,401 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
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10. PROPERTY, PLANT AND EQUIPMENT continued...

Group

Cost
Accumulated 
grant funding

Accumulated 
impairment 

losses
Total 
2013

Total 
2012

 R'000  R'000  R'000  R'000  R'000 

10.1. CAPITAL WORK IN PROGRESS

Major projects: System
Hazelmere to Bifurcation Pipeline 
Augmentation (700dia x 10km) Hazelmere  -  -  -  -  36,108 
Honolulu to Mvoti Balancing 
Reservoir Pipeline (800dia x 7km) Hazelmere  91,483  -  -  91,483  80,408 
Mapaphetwa WW: Upgrade Plant 
(5.0 Ml/d) (incl reservoir) Lower Umgeni  51,870  -  -  51,870  44,125 
South Coast Augmentation Booster 
Pump Station South Coast  -  -  -  -  80,297 
61 pipeline extension (Richmond 
Offtake to Umlaas Road) Upper Umgeni  116,495  -  -  116,495  52,321 
Hazelmere WW Upgrade Hazelmere  30,682  -  -  30,682  1,016 
Hazelmere WW: Raw Water Pipeline Hazelmere  14,247  -  -  14,247  1,397 
East Coast Desalination Plants Lower Umgeni  10,119  -  -  10,119  1,728 
Darvill WWW: Plant Capacity Increase 
(85Ml/d) (MBR - 10Ml/d in 3-5yrs) Upper Umgeni  7,115 - -  7,115  - 
Other projects Various 9,475  -  - 9,475 6,697 

Sub-total augmentation  331,486  -  - 331,486  304,097 

Greater Mpofana regional scheme Mooi  7,878  -  (552)  7,326  5,366 
Mhlabatshane bulk water supply South Coast  163,615  (108,955)  (83,444)  (28,784)  (12,744)
Maphumulo bulk water supply 
(Phase 1) Upper Mvoti  -  -  -  -  71,955 
Maphumulo bulk water supply 
(Phase 2) Upper Mvoti  26,897  -  (12,104)  14,793  8,801 
Greater Eston Upper Umgeni  104,787  (95,126)  (29,340)  (19,679)  (8,107)
Lower Thukela Lower Thukela  106,692  (63,995)  -  42,697  28,805 
Richmond pipeline Upper Umgeni  61,230  (40,037)  (17,144)  4,049  8,524 
uMshwathi Bulk Water Supply 
Scheme (Wartburg Phase 1 - 3) Upper Mvoti  60,950  -  -  60,950 -

Sub-total development  532,049  (308,113)  (142,584)  81,352  102,600 

Hazelmere System  15,950  -  -  15,950  3,735 
Ixopo System  374  -  -  374  170 
Lower Umgeni System  15,488  -  -  15,488  5,936 
South Coast System  4,332  -  -  4,332  1,635 
Upper Umgeni System  24,948  -  -  24,948  16,894 

Sub-total upgrade  61,092  -  -  61,092  28,370 

Sub-total major projects  924,627  (308,113)  (142,584)  473,930  435,067 
Other projects  60,384  -  -  60,384  8,276 

Total costs including capitalised interest  985,011  (308,113)  (142,584) 534,314  443,343 
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10. PROPERTY, PLANT AND EQUIPMENT continued...

Group
Total 2013 Total 2012

 R'000  R'000 

10.2. PROPERTY, PLANT & EQUIPMENT CAPITALISED

Summary of major projects capitalised by system, 
including interest are as follows: System
Avondale to Honolulu pipeline (Phase 1)  Hazelmere  298  1,437 
Hazelmere to Bifurcation Pipeline Augmentation 
(700dia x 10km) Hazelmere  69,261  -   
Umzinto link (Ellingham Reservoir to Umzinto WW) South Coast  1,560  664 
61 Pipeline  DV Harris to Worlds View Upper Umgeni  5  307 
South Coast Ph. 2a (Park Rynie to Kelso) South Coast  387  36,153 
Bruyns Hill Reservoir upgrade (6Ml) Upper Umgeni  16  6,935 
57 Pipeline Augmentation (Umlaas Road to Point M) Upper Umgeni  487  134,587 
61 pipeline extension (ED2 to Richmond Offtake) Upper Umgeni  2,310  74,649 
Zinkwazi WTP Upgrade Hazelmere  4,208  -   
South Coast Augmentation Booster Pump Station South Coast  89,572  -   
South Coast Ph.1(Toti to Umkomaas & to Scottburgh) South Coast  289  -   

Sub-total augmentation  168,393  254,732 

Ndwedwe Reservoirs (1 & 2) Hazelmere  -    431 
Ngcebo bulk water supply scheme (Phase 1) Upper Mvoti  -    4,962 
Manyavu Pipeline Upper Umgeni  48  22,131 
Maphumulo BWS (Phase 1) Upper Mvoti  192,163  -   

Sub-total development  192,211  27,524 

Hazelmere System  8,556  9,987 
Head Offi ce Infrastructure System  576  6,883 
Lower Umgeni System  26,283  19,540 
South Coast System  70  6,747 
Upper Umgeni System  9,057  7,788 
Ixopo System  4,934  -   

Sub-total upgrade  49,476  50,945 

Other projects  4,790  1,541 
Immoveable assets capitalised  414,870  334,742 

Total property, plant & equipment capitalised  414,870  334,742 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

10. PROPERTY, PLANT AND EQUIPMENT continued...

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

10.3. CAPITAL COMMITMENTS

Commitments in respect of capital expenditure for the 
expansion, augmentation and upgrades of pipelines and 
water works:

- contracted for but not provided for in the fi nancial 
  statements  1,048,778  475,730  1,048,778  475,730 
- authorised but not contracted for  1,343,472  1,724,150  1,343,472  1,724,150 

Total capital commitments  2,392,250  2,199,880  2,392,250  2,199,880 

Estimated capital expenditure to be incurred as follows:
- Within one year  1,057,322  776,825  1,057,322  776,825 
- Two to fi ve years  1,135,307  948,674  1,135,307  948,674 
- More than fi ve years  199,621  474,381  199 621  474,381 

2,392,250  2,199,880  2,392,250 2,199,880 
The proposed capital expenditure will be fi nanced through 
internally generated funds and borrowings. 

11. INTANGIBLE ASSETS

Software
Carrying amount 1 July  9,753  8,542  9,753  8,542 
Cost  28,397  42,671  28,397  42,671 
Accumulated amortisation  (18,644)  (34,129)  (18,644)  (34,129)
Additions  2,990  3,947  2,990  3,947 
Disposals/Asset write-offs  -    -    -    -   
Cost  -    (18,221)  -    (18,221)
Accumulated depreciation  -    18,221  -    18,221 
Amortisation  (3,369)  (2,736)  (3,369)  (2,736)

Total intangible assets  9,374  9,753  9,374  9,753 

Cost  31,387  28,397  31,387  28 397 
Accumulated amortisation  (22,013)  (18,644)  (22,013)  (18,644)

Total intangible assets  9,374  9,753  9,374  9,753 

12. BIOLOGICAL ASSETS

12.1. PLANTATIONS  -    -    -    -   
Opening carrying amount  -    1,492  -    1,492 
Fair value adjustment  -    (1,492)  -    (1,492)

In 2012 the plantations were assessed as having a nil value. 
In the current year there have been no changes in external 
and internal indicators to suggest a revision in the fair value.

12.2. GAME  4,089  4,898  -    -   
Opening carrying amount  4,898  4,244  -    -   
Disposals  (536)  -    -    -   
Fair value adjustment  (273)  654  -    -   

The carrying amount was based on an estimated 460 
(2012: 488) game, the most signifi cant categories being 
Buffalo, White Rhino and Zebra. The fair values of game are 
based on market related prices. During the year the group 
sold 1 Rhino, 7 Giraffe, and 20 Nyala.

Total biological assets  4,089  4,898  -  - 



A N N U A L  R E P O R T  2 O 1 2 / 2 O 1 3 151

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

13. INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES

Investments in subsidiaries and associates  6,005  6,110  -    -   
Cost  2,590  2,695  -    -   
Share of post-acquisition reserves  3,415  3,415  -    -   

Loans to (from) subsidiaries  -    -    2,556  3,548 
Msinsi Holdings (Pty) Ltd  -    -    3,233  1,512 
Umgeni Water Services (Pty) Ltd  -    -    (677)  2,036 

Total investments in subsidiaries and associates  6,005  6,110  2,556  3,548 

Investments in subsidiaries
Proportion of 

ownership interest
Proportion of 

voting power held

Subsidiary Principle Activity
Place of 
incorporation 2013 2012 2013 2012

% % % %

Umgeni Water Services (Pty) Ltd Water Services RSA 100 100 100 100

Msinsi Holdings (Pty) Ltd
Land and environmental 
management RSA 100 100 100 100

The above entities remained subsidiaries throughout the year.

Umgeni Water Services (Pty) Ltd  has an estimated assessed loss of R6,6m (2012: R6,6m) which is available to be 
carried forward and set off against future taxable income. A deferred tax asset has not been recognised as it is not 
probable that taxable profi ts will be available in the future against which the tax loss can be utilised. During the year 
the subsidiary was assessed for impairment. While the subsidiary itself is no longer trading, its investment in Durban 
Water Recycling (Pty) Ltd allows for the company to remain profi table in the current and future years and hence it is 
not considered to be an impaired asset.

Umgeni Water continues to provide fi nancial support to Msinsi Holdings (Pty) Ltd to ensure that the company continues 
to trade in the foreseeable future without any disruption in its business. Msinsi (Pty) Ltd has an investment of 16.67% in 
Powaprops 31 (Pty) Ltd. The investment has been fully impaired in the current year.

Investments in associate of Umgeni Water Services (Pty) Ltd
Proportion of 

ownership interest
Proportion of 

voting power held

Associate Principle Activity
Place of 
incorporation 2013 2012 2013 2012

% % % %

Durban Water Recycling (Pty) Ltd Water Recycling RSA 18.5 18.5 18.5 18.5

Umgeni Water Services (Pty) Ltd has signifi cant infl uence over Durban Water Recycling (Pty) Ltd through the exercise 
of voting power rights due to representation on the board of directors and is thus accounted for as an associate. 
Durban Water Recycling (Pty) Ltd’s fi nancial year end is 31 December. There have been no material transactions or 
events since then to the reporting date of the group except for total dividends of R18,8m declared by the board of 
Durban Water Recycling on 24 May 2013.

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

13. INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES continued...

Carrying amount Directors’ valuation
2013 2012 2013 2012

R’000 R’000 R’000 R’000

Investments in associate of Umgeni Water Services (Pty) Ltd
Durban Water Recycling (Pty) Ltd  6,005  6,005  6,005  6,005 

Investments held by  Msinsi Holdings (Pty) Ltd
Powaprops 31 (Pty) Ltd  -    105  -    105 

Net investment  6,005  6,110  6,005  6,110 

2013 2012
R’000 R’000

Summarised fi nancial information of associates:
Total non-current assets of associates  44,260  49,550 
Total non-current liabilities of associates  22,647  29,998 
Total current assets of associates  45,516  49,655 
Total current liabilities of associates  15,845  22,913 
Total capital and reserves  51,283  46,293 
Total revenue of associates  62,244  58,182 
Share of profi t for the year of associates  3,482  2,531 

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

14. INVESTMENTS 

14.1. LONG TERM INVESTMENTS  5,179  9,995  5,179  9,995 
Held-to-maturity  5,179  9,995  5,179  9,995 

Held-to-maturity investments represents the loan 56 asset 
that matures on the 30 June 2014.

14.2. SHORT TERM INVESTMENTS  2,075,826  1,780,335  2,075,826  1,780,335 
Loans and receivables  2,075,826  1,780,335  2,075,826  1,780,335 

Loans receivables represent money market funded 
investments.     

Refer to note 32 fi nancial risk management and fi nancial 
instruments for interest rates and maturity profi le of 
investments. The carrying amount of investments 
approximates its fair value.    

Total investments   2,081,005    1,790,330    2,081,005    1,790,330  
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14. INVESTMENTS continued...

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

14.1.1. ANALYSIS OF HELD TO MATURITY 
FINANCIAL ASSETS
Opening balance  9,995  14,468  9,995  14,468 
Receipt of capital and interest  (4,816)  (4,473)  (4,816)  (4,473)

Closing balance  5,179  9,995  5,179  9,995 

14.1.2. ANALYSIS OF AVAILABLE FOR SALE ASSETS 
Opening balance  -    408  -    408 
Disposal  -    (408)  -    (408)

Closing balance  -    -    -    -   

15. OTHER FINANCIAL ASSETS

Other fi nancial assets are classifi ed as loans and receivables, 
the carrying amount approximates its fair value.

15.1. RIGHT OF USE AGREEMENT  13,140  14,924  13,140  14,924 
Opening balance  14,924  16,574  14,924  16,574 
Amortisation  (2,806)  (2,846)  (2,806)  (2,846)
Interest income  1,022  1,196  1,022  1,196 

The Right of use agreement is with a customer for the use of 
the 57 pipeline. It is amortised over 9 years at interest rates 
associated with the related funding of the asset.

Total other fi nancial assets  13,140  14,924  13,140  14,924 

16. ASSETS HELD-FOR-SALE

Shongweni Dam  -    13,500  -    13,500 

Shongweni Dam has been disposed off in the current year 
for R16,4m.

Total assets held-for-sale  -  13,500  -  13,500 

17. INVENTORIES

17.1. STORES  9,051  7,640  9,051  7,603 
Pipe inventories  652  707  652  707 
Maintenance spares  1,926  1,877  1,926  1,877 
Chemicals  3,414  2,476  3,414  2,476 
Miscellaneous  3,059  2,580  3,059  2,543 

17.2. WATER INVENTORY
Water inventory consists of closing inventory of raw 
and treated water.  1,978  1,362  1,978  1,362 

Total inventories  11,029  9,002  11,029  8,965 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

18. TRADE AND OTHER RECEIVABLES 

Trade receivables  242,309  198,096  242,309  198,096 
Less: provision for doubtful debts  (5,651)  (5,939)  (5,651)  (5,939)
Opening balance  (5,939)  (2,245)  (5,939)  (2,245)
Written off during the year  89  -    89  -   
(Provided for) during the year  199  (3,694)  199  (3,694)

Sub-total trade receivables  236,658  192,157  236,658  192,157 

Grant funding receivable  56,872  -    56,872  -   
Less: provision for doubtful debts  (13,665)  -    (13,665)  -   
Opening balance  -    -    -    -   
Written off during the year  -    -    -    -   
Provided for during the year  (13,665)  -    (13,665)  -   

    
Sub-total grant funding receivable  43,207 -  43,207 -

Sundry debtors  36,216  30,084  31,562  26,778 
Less: provision for doubtful debts  (11,982)  (16,507)  (11,982)  (16,507)
Opening balance  (16,507)  (4,249)  (16,507)  (4,249)
Written off during the year  3,435  -    3,435  -   
Reversed (Provided for) during the year  1,090  (12,258)  1,090  (12,258)

Sub-total sundry debtors  24,234  13,577  19,580  10,271 

Total trade and other receivables  304,099  205,734  299,445  202,428 

Trade debtors comprise bulk water and waste water sales to municipalities of which eThekwini Metropolitan 
Municipality and Msunduzi Local Municipality comprise a signifi cant proportion - 89.9% (2012: 90%) of sales.

Trade debtors are granted credit terms of 30 days from date of invoice to settle outstanding debts. The average credit 
period, at fi nancial year-end, is 37 days (2012: 30 days).

Group & Parent
Amount due Provision Total 2013 Total 2012

R’000 R’000 R’000 R’000

Customer
eThekwini Metropolitan Municipality  126,911  -    126,911  99,685 
Ilembe District Municipality  5,504  -    5,504  4,448 
Msunduzi Local Municipality  31,857  -    31,857  30,736 
Ugu District Municipality  12,401  (1,298)  11,103  6,325 
uMgungundlovu District Municipality  6,125  -    6,125  4,039 
Sisonke District Municipality  1,104  -    1,104  601 
Siza Water  3,632  -    3,632  2,989 
Other bulk customers  98  (22)  76  2,322 
Trade receivables - primary activities  187,632  (1,320)  186,312  151,145 
Trade receivables - secondary activities  54,677  (4,331)  50,346  41,012 

Total trade receivables  242,309  (5,651)  236,658  192,157 

Trade and other receivables are classifi ed as loans and receivables and the carrying amount approximates fair value. 
A further analysis of fi nancial risk relating to trade receivables is included in note 32.
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Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

19. INTEREST AND PREMIUM RECEIVABLE

Interest and premiums have been accrued for where 
investments have earned interest, but have not been 
received at year-end.  27,610  25,205  27,610  25,205 

Interest and premium receivable relating to current 
investments are classifi ed as loans and receivables, 
the carrying amount approximates fair value.

Total interest and premium receivable  27,610  25,205  27,610  25,205 

20.1. BANK AND CASH

Cash and cash equivalents consist of:
Bank and cash on hand  7,611  11,578  5,017  9,974 

The carrying amount of bank and cash is held at amortised 
cost and approximates its fair value.

The group’s outstanding guarantees are disclosed under note 27.

Total bank and cash  7,611  11,578  5,017  9,974 

20.2. RECONCILIATION OF PROFIT FOR THE YEAR TO 
NET CASH GENERATED FROM OPERATING ACTIVITIES

Profi t for the year  583,451  591,332  581,105  590,815 
Interest income  (134,026)  (100,135)  (134,029)  (100,079)
Finance costs  66,507  84,589  66,477  84,567 
Adjusted for non-cash items:
Fair value adjustment of biological assets  273  838  -    1,492 
Profi t on disposal of shares  -    (12)  -    (12)
Profi t on disposal of biological assets  (12)  -    -    -   
Asset impairments and write-offs  76,130  72,013  76,025  72,013 
Amortisation - fi nancial assets  2,806  2,846  2,806  2,846 
Amortisation - amount owing to customer  (3,572)  (3,572)  (3,572)  (3,572)
Amortisation - intangible asset  3,369  2,736  3,369  2,736 
Depreciation  95,921  93,481  95,179  92,621 
Profi t on disposal of property, plant and equipment  438  (1,029)  392  (1,076)
Increase in provisions and non-current liabilities  94,860  93,071  95,598  92,800 
Increase in doubtful debts provision  12,376  15,952  12,376  15,952 
Profi t on disposal of non-current asset held for sale  (858)  -    (858)  -   
Profi t from associate  (3,482)  (2,531)  -    -   
Operating surplus before working capital changes  794,181  849,579  794,868  851,103 

Working capital changes  56,763  (166,349)  57,349  (166,382)
Increase in accounts receivable  (110,739)  (6,859)  (109,392)  (7,205)
Increase in inventory  (2,026)  (145)  (2,063)  (182)
Increase (decrease) in accounts payable  169,528  (159,345)  168,804  (158,995)

Net cash from operating activities  850,944  683,230  852,217  684,721 

21. CAPITAL

Capital consists primarily of contributions made by the 
Department of Water Affairs  442,847  442,847  442,847  442,847 

Total capital  442,847  442,847  442,847  442,847 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Reconciliation of movement in debt for the year
Balance at the beginning of the year  1,257,137  1,372,793  1,257,137  1,372,793 
Loans repaid  (121,756)  (115,656)  (121,756)  (115,656)

Balance at the end of the year  1,135,381  1,257,137  1,135,381  1,257,137 

Umgeni Water has a fi nancial structure that underlies loan 56 and in terms of the fi nal settlement thereof, it has made 
a deposit with and ceded it in favour of Rand Merchant Bank, for future settlement and with right of set-off against an 
equal liability. Accordingly these assets and liabilities of R263m (2012: R291m) have been offset and are not refl ected 
in the fi nancial statements. This structure unwinds in September 2014.

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

23.  OTHER NON-CURRENT LIABILITIES

Amounts owing to customer  10,558  12,471  10,558  12,471 

Amounts owing to a customer in terms of a settlement 
agreement, held at amortised cost which approximates 
fair value.

Total other non-current liabilities  10,558  12,471  10,558  12,471 

22.1. ANALYSIS OF DEBT HELD AT AMORTISED COST

Terms of 
repayment

Weighted 
average 
interest rate 
as at 30 June 
2013

Bank loans  535 381  657 137  535 381  657 137 
Fixed rate semi annual 8.69%  235 381  307 137  235 381  307 137 
Variable semi annual 7.11%  300 000  350 000  300 000  350 000 

Bonds 
Fixed rate (net of discount)

semi annual 
coupon 10.70%  600 000  600 000  600 000  600 000 

Total debt  1 135 381  1 257 137  1 135 381  1 257 137 

Refer to note 32 fi nancial risk management and fi nancial 
instruments for maturity profi le and fair value of debt.

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

22. DEBT

Long-term  1,025,930  1,136,306  1,025,930  1,136,306 
Short-term  109,451  120,831  109,451  120,831 

Debt consists of interest bearing liabilities held at amortised 
cost and are unsecured.

Total debt  1,135,381  1,257,137  1,135,381  1,257,137 
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Leave pay Legal claims Bonus Other
Total
2013

Total
2012

R’000 R’000 R’000 R’000 R’000 R’000

24. PROVISIONS

Group 
Opening balance  23,652  6,244  13,254  22,035  65,185  70,759 
Provided during the year  5,968  8,361  14,337  -    28,666  21,892 
Utilised during the year  (8,463)  (6,969)  (11,004)  (22,035)  (48,471)  (27,466)

Closing balance  21,157  7,636  16,587  -    45,380  65,185 
  

Parent 
Opening balance  22,441  6,244  13,254  21,392  63,331  69,123 
Provided during the year  5,590  8,361  14,337  -    28,288  20,334 
Utilised during the year  (7,991)  (6,969)  (11,004)  (21,392)  (47,356)  (26,126)

Closing balance  20,040  7,636  16,587  -    44,263  63,331 

The leave pay provision is based on the number of days leave due to employees at fi nancial year end times their cost 
to company per day.

Legal claims provisions are raised to the extent that it is probable Umgeni Water will be required to honour obligations.   
Legal claims consist of employment and supply matters, fi nalisation of which is expected within the next fi nancial year.

The provision for bonus is raised to recognise the performance of employees, which is payable at the Board’s 
discretion in line with the Performance Management Scheme.     

Other provision is a provision of R21m which is being held for tax structured loans which was prescribed in the prior year.
All provisions are raised in the ordinary course of business and no material unutilised provisions were written back.

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

25. ACCOUNTS PAYABLE

Trade accounts payable  281,504  169,815  279,888  168,236 
Accruals  70,706  60,202  69,788  59,941 
Amounts due to related parties:

Water purchases accrual - DWA  40,600  52,540  40,600  52,540 
Sundry creditors  19,954  14,462  18,871  13,409 
Section 30 customer advances  123,458  81,799  123,458  81,799 
SARS - VAT  32,427  20,303  32,427  20,303 

Trade accounts payable and accruals comprise amounts 
outstanding for trade purchases.

Trade and other payables are carried at amortised cost 
and the carrying amount approximates fair value. These are 
normally settled within 30 days from date of statement.

Total accounts payable  568,649  399,121  565,032  396,228 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

26. OPERATING LEASE ARRANGEMENTS

At the reporting date, the group had no outstanding 
commitments under non-cancellable operating leases.

The group as the lessor - rental income
The group owns a number of properties from which rental 
income of R2,5m (2012: R1,8m) was earned.

At the reporting date, the group had contracted with tenants 
for the following future minimum lease payments.  4,020  4,304  4,020  4,304 
0 - 1 year  1,522  1,797  1,522  1,797 
1 - 5 years  2,498  2,423  2,498  2,423 
> 5 years  -    84  -    84 

Total operating lease arrangements  4,020  4,304  4,020  4,304 

27. CONTINGENT LIABILITIES

Collateral
Collateral security has been given to certain fi nancial 
institutions in respect of mortgage loans advanced to 
employees under the home ownership scheme.  8  8  8  8 

Guarantees
Guarantees have been given by certain fi nancial institutions 
in respect of payments to utility service providers.  822  1,022  822  1,022 

Total contingent liabilities  830  1,030  830  1,030 

28. POST-RETIREMENT BENEFIT OBLIGATIONS

All the Umgeni Water retirement benefi t plans are governed 
by the Pension Funds Act (No. 24 of 1956) of South Africa. 
All full-time employees are compelled to belong to either 
the defi ned benefi t or the defi ned contribution plan.

Summary of net liabilities for post-retirement 
benefi t obligations:

Defi ned benefi t plan (refer note 28.2.)  130,644  53,790  130,644  53,790 
Post-retirement healthcare benefi ts (refer note 28.3.)  294,661  258,506  294,661  258,506 

Total post-retirement benefi t obligations  425,305  312,296  425,305  312,296 

28.1. DEFINED BENEFIT CONTRIBUTION

The total cost charged to income represents the group’s 
portion of the contribution payable to this scheme. 
At reporting date all amounts due and payable to this 
scheme had been paid.  14,946  12,096  13,458  10,681 
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28. POST-RETIREMENT BENEFIT OBLIGATIONS continued...

28.2. DEFINED BENEFIT PLAN

The Umgeni Water Retirement Fund was established with effect from 1 December 1985 and was closed to new 
members with effect from 6 February 2007. The scheme is funded and actuarially valued every year. The effective date 
of the most recent valuation is 30 June 2013. The assets of the Umgeni Water Retirement Fund are held separately from 
those of the entity in a trustee administered fund, registered in terms of the Pension Funds Act, 1956. (Act 24 of 1956)

The fair value of the plan is arrived at after considering the following:

 Group & Parent 
2013 2012 2011 2010 2009

% % % % %

Key assumptions used in the actuarial 
valuation were as follows:

Discount rate 8.20% 7.75% 8.75% 9.25% 9.50%
Expected return on plan assets 8.20% 9.00% 10.00% 10.25% 10.50%
Expected rate of salary increases 7.00% 6.00% 6.75% 6.75% 7.00%
Future pension increase 4.00% 3.33% 3.83% 4.60% 4.00%

R’000 R’000 R’000 R’000 R’000

Amounts recognised in profi t/loss in respect 
of the defi ned benefi t plan are as follows:

Current service cost  28,640  26,002  16,985  16,789  17,625 
Interest on obligation  50,140  47,656  39,086  37,346  39,525 
Actuarial loss  77,105  54,002  578  1,423  1,141 
Expected return on plan assets  (41,915)  (44,072)  (37,991)  (32,693)  (32,313)
Past service cost  3,385  -    -    -    -   

Total included in staff costs in statement of 
comprehensive income 117,355 83,588 18,658 22,865 25,978 

The amount included in the statement of 
fi nancial position arising from the group's 
obligation in respect of its defi ned benefi t 
plan is as follows:

Present value of funded defi ned benefi t 
obligation  776,267  620,993  471,980  414,533  375,903 
Fair value of plan assets  (568,267)  (458,986)  (433,431)  (363,417)  (296,983)
Under funded status  208,000  162,007  38,549  51,116  78,920 
Unrecognised net actuarial losses  (77,356) (108,217)  (38,549)  (38,763)  (62,536)

Net liability in statement of fi nancial position 130,644  53,790  -    12,353  16,384 

Movement in the net liability recognised in the 
statement of fi nancial position is as follows:

Net liability at start of year  53,790  -    12,353  16,384  14,057 
Net expense recognised in the statement of 
comprehensive income  117,355  83,588  18,658  22,865  25,978 
Company contributions  (40,501)  (29,798)  (31,011)  (26,896)  (23,651)

Net liability at end of year 130,644  53,790  -    12,353  16,384 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

28. POST-RETIREMENT BENEFIT OBLIGATIONS continued...

28.2. DEFINED BENEFIT PLAN continued...

Group & Parent
2013 2012 2011 2010 2009

R’000 R’000 R’000 R’000 R’000
Movements in the defi ned benefi t obligation 
for the year:

Defi ned benefi t obligation at beginning 
of year  620,993  471,980  414,533  375,903  368,499 
Current service cost  28,640  26,002  16,985  16,789  17,625 
Member contributions  8,485  6,926  6,774  6,596  6,216 
Interest cost  50,140  47,656  39,086  37,346  39,525 
Actuarial loss (gain)  76,660  126,415  1,691  3,042  (32,903)
Benefi ts paid  (6,156)  (52,164)  (1,380)  (18,734)  (21,827)
Risk premiums  (5,880)  (5,822)  (5,709)  (6,409)  (1,232)

Defi ned benefi t obligation at end of year 772,882 620,993 471,980 414,533 375,903 

Movements in the present value of plan assets 
in the following periods were as follows:

Fair value of plan assets at beginning of year  458,986  433,431  363,417  296,983  295,917 
Expected return on plan assets  41,915  44,072  37,991  32,693  32,313 
Member contributions  8,485  6,926  6,774  6,596  6,216 
Employer contributions  40,501  29,798  31,011  26,896  23,651 
Actuarial gain (loss)  30,416  2,745  1,327  25,392  (38,055)
Benefi ts paid  (6,156)  (52,164)  (1,380)  (18,734)  (21,827)
Risk premiums  (5,880)  (5,822)  (5,709)  (6,409)  (1,232)

Fair value of plan assets at end of year  568,267  458,986  433,431  363,417  296,983 

Actual Return on Assets  72,331  46,817  39,318  58 085  (5,742)

% % % % %

The major category of plan assets, and the 
expected rate of return at the end of the 
reporting period for each category, are as 
follows:

Cash 10.64% 10.69% 13.03% 16.41% 17.56%
Equity 44.46% 49.99% 51.23% 51.87% 58.97%
Bonds 13.72% 12.90% 10.11% 7.64% 3.64%
Property 5.98% 5.93% 6.11% 5.73% 5.27%
International 23.85% 19.24% 18.62% 17.04% 12.21%
Other 1.35% 1.25% 0.90% 1.31% 2.35%

Total 100.00% 100.00% 100.00% 100.00% 100.00%

The group expects to make a contribution of R41m to the defi ned benefi t plan during the next fi nancial year.

An analysis of the impact of changes in the underlying assumptions used in the actuarial valuation are presented in 
the table that follows:
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28. POST-RETIREMENT BENEFIT OBLIGATIONS continued...

28.2. DEFINED BENEFIT PLAN continued...

 Accrued Liability

Sensitivity Factor
Central 

Assumption            Increase           Decrease
% R’000 % R’000

1% change in discount rate 8.20% (16.10%)  (124,818) 20.7%  160,422 
1% change in infl ation rates 6.00% 18.30%  142,151 (14.8%)  (115,262)

28.3. POST-RETIREMENT HEALTHCARE BENEFITS

The scheme is unfunded and the group has recognised its full past service liability. Actuarial valuations are done 
annually. The effective date of the most recent valuation is 30 June 2013.

Employees who joined Umgeni Water after 28 February 2002 cannot elect to join this scheme.

Key assumptions used in the actuarial valuation, were as follows:

 Group & Parent 
2013 2012 2011 2010 2009

% % % % %

Discount rate 8.50% 8.25% 8.75% 9.00% 9.25%
Expected rate of increase in medical indices 8.20% 7.75% 7.75% 7.50% 8.00%

R’000 R’000 R’000 R’000 R’000

Amounts recognised in profi t/loss in respect 
of the post-retirement healthcare costs are 
as follows:

Current service cost  7,944  7,096  6,042  5,838  5,303 
Interest on obligation  21,082  18,520  15,762  14,032  10,375 
Actuarial loss  12,226  23,381  18,763  7,776  8,962 

Total included in staff costs in statement of 
comprehensive income  41,252  48,997  40,567  27,646  24,640 

The amount included in the statement of 
fi nancial position arising from the group’s 
obligation in respect of its post-retirement 
healthcare obligations is as follows:

Opening balance  258,506  214,098  177,389  153,088  131,162 
Net expense recognised in the statement of 
comprehensive income  41,252  48,997  40,567  27,646  24,640 
Company contributions  (5,097)  (4,589)  (3,858)  (3,345)  (2,714)

Liability at end of year  294,661  258,506  214,098  177,389  153,088 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

An analysis of the impact of changes in the underlying assumptions used in the actuarial valuation are presented in 
the table below:

 Accrued Liability

Sensitivity Factor
Central 

Assumption            Increase           Decrease
% R’000 % R’000

1% change in medical aid infl ation rates 8.20% 21.40%  63,153 (16.6%)  (48,943)
1 year change in expected retirement age 60 years (4.00%)  (11,809) 4.1%  12,105 
1% change in discount rate 8.50% (16.40%)  (48,324) 21.5%  63,462 

The information presented above is as per the latest valuation, which was performed on 30 June 2013.

29. RELATED PARTIES

The group is wholly owned by its shareholder, the Department of Water Affairs. Umgeni Water is a schedule 3B public 
entity in terms of the Public Finance Management Act. 

Government related parties include national departments (including the shareholder), constitutional institutions 
(schedule 1 of the Public Finance Management Act), public entities (schedule 2 and 3 of the Public Finance 
Management Act) and local government (including municipalities). The list of public entities in the national sphere 
of government is provided by National Treasury on its website www.treasury.gov.za. It also provides the names of 
subsidiaries of the public entities.

Related parties also comprise subsidiaries of Umgeni Water, and associates of the group and post retirement 
benefi t plans for the benefi t of the employees. It also includes key management personnel of Umgeni Water or its 
shareholder and close family members of the related parties. Key management personnel for Umgeni Water include 
the group’s board of directors and the Executive Management (EXCO). Disclosure of related party transactions with 
key management personnel is included in the Remuneration Report on page 123. For disclosures regarding the post 
retirement benefi t plan, refer to note 28.

IAS 24 Related Party disclosures provides government related entities an exemption which eliminates the requirements 
to disclose information that is costly to gather and of less value to users. The group applies the exemption in respect of 
its relationship with government related entities at national and local levels of government.           

All related party transactions are carried within normal trade conditions. The following transactions were carried out 
with related parties:

28. POST-RETIREMENT BENEFIT OBLIGATIONS continued...

28.3. POST-RETIREMENT HEALTHCARE BENEFITS continued...

 Group & Parent 
2013 2012 2011 2010 2009

R’000 R’000 R’000 R’000 R’000

Movements in the post-retirement healthcare 
obligation in the following periods were as 
follows:

Projected benefi t obligation at beginning 
of year  258,506  214,098  177,389  153,088  131,162 
Current service cost  7,944  7,096  6,042  5,838  5,303 
Interest cost  21,082  18,520  15,762  14,032  10,375 
Actuarial loss  12,226  23,381  18,763  7,776  8,962 
Employer contributions  (5,097)  (4,589)  (3,858)  (3,345)  (2,714)

Projected benefi t obligation at end of year  294,661  258,506  214,098  177,389  153,088 

The group expects to make a contribution of R7m to the post retirement medical aid during the next fi nancial year.
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Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

29. RELATED PARTIES continued...

Revenue: Sale of goods and services

Bulk water and waste water
Local government (includes municipalities)*  1,779,107  1,540,747  1,779,107  1,540,747 

Section 30
Local government (includes municipalities)  24,467  23,584  24,287  23,584 
National Department  184,610  1,898  184,610  1,898 

Cost of sales 

Raw water purchases
National Department  334,171  150,598  334,171  150,598 

Section 30
Local government (includes municipalities)  17,327  15,751  17,327  15,751 
National Department  175,019  223,609  175,019  223,609 

Other operating and administration expenses
Subsidiaries and associates  -    -    14,789  13,396 

Finance costs
Subsidiaries and associates  -    -    -    (9)

Finance Income
Subsidiaries and associates  -    -    76  45 

Grant funding for rural development projects
National Department  167,080  131,056  167,080  131,056 

Payments in advance
Local government (includes municipalities)  (5)  (5)  (5)  (5)
National departments  (9)  (9)  (9)  (9)

Loans to (from) entities 
Subsidiaries and associates  -    -    2,556  3,548 

Right of use agreement
Local government (includes municipalities)  13,140  14,924  13,140  14,924 

Revenue in advance
Local government (includes municipalities)  (12,471)  -  (14,159)  -

* Included in local government is sales to the groups 
   largest customer Ethekwini Metro Municipality of R1,337m 
  (2012: R1,128m)

30. IRREGULAR EXPENDITURE

Opening balance 1 July  -    -    -    -   
Add: irregular expenditure relating to current year  442  1,939  442  1,939 
Less: amounts condoned by appropriate authority  (442)  (1,939)  (442)  (1,939)

Closing balance  -    -    -    -   

Details of irregular expenditure – current and prior year:
All incidents relate to expenditure which arose as a result of non compliance to the supply chain management policy. 
Disciplinary steps/criminal proceedings were not instituted as the expenditure was incurred in support of the business 
requirements.

Details of irregular expenditure condoned
Incident Condoned by (condoning authority)

Supply chain management policy not adhered to. Bid Adjudication Committee in terms of the 
irregular expenditure procedure.

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

31. FRUITLESS AND WASTEFUL EXPENDITURE

Opening balance 1 July  -    -    -    - 
Fruitless and wasteful expenditure relating to current year  51  499  51  499 
Less: amounts condoned by appropriate authority  (50)  (499)  (50)  (499)
Less: amounts transferred to receivable  (1) -  (1) -

Closing balance  -    -    -    -   

Analysis of fruitless and wasteful expenditure 
Fines and penalties  (6)  (1)  (6)  (1)
Interest paid  (45)  (498)  (45)  (498)

Total fruitless & wasteful expenditure  (51)  (499)  (51)  (499)

Fines and Penalties
No disciplinary steps required as penalties were incurred for late payment of vehicle licenses.

Interest paid
For interest paid, no disciplinary steps taken, however internal controls systems are being reviewed and stepped 
up and interest will not be paid unless it is validated in terms of supporting the business requirements which were 
unavoidable. 

32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS

32.1. CAPITAL RISK MANAGEMENT 

Umgeni Water's objective for managing capital is to enhance shareholder (The Executive Authority) value by 
providing effi cient and reliable water services to customers at the lowest economic cost while reducing debt, 
remaining fi nancially self suffi cient and generating suffi cient surplus to meet the required capital expenditure 
programme and thus sustaining future development of the business and its ability to continue as a going concern. 
This objective has remained consistent with the prior years.

As a government business enterprise, Umgeni Water strives towards a target optimal capital structure, which is made 
up of a combination of fi nancial liabilities (refer note 22) and capital and reserves as disclosed in the Statement of 
Changes in Equity on page 126. This structure is agreed annually between Umgeni Water and its Executive Authority 
(The Department of Water and Environmental Affairs) in the shareholders compact and is managed in terms of the 
targeted debt to equity ratio and Umgeni Water's tariff policy.

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

32.1.1. CAPITAL MANAGEMENT

Capital and reserves is consistent with the prior year 
and consists of:

Capital 442,847 442,847 442,847 442,847
Accumulated profi t 3,248,381 2,664,930 3,236,266 2,655,161

Total  3,691,228  3,107,777  3,679,113  3,098,008 

Total interest bearing debt 1,135,381 1,257,137 1,135,381 1,257,137
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32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.1. CAPITAL RISK MANAGEMENT continued...

32.1.2. DEBT MANAGEMENT

Debt management strategies
Umgeni Water's treasury strategy focuses on solvency and debt management through the cash fl ow tariff 
model, after taking into account the long-term business plans, water demand curves, and future capital 
expenditure. The liability curve and debt redemption is then actively managed:
(a) by targeting an optimal debt level;
(b) by asset liability matching, through a redemption strategy framework which pro-actively manages 
      liquidity and refi nancing risk associated with large debt maturities such as bonds;
(c) within approved borrowing limits; and
(d) by maintaining an external credit rating.

(a) Optimal debt level
Umgeni Water strives to be within an optimal debt level by not exceeding a gearing ratio of 0.67 and 
maintains a target debt interest rate structure of 70% fi xed and 30% fl oating which aims to minimise volatility 
of both the tariff and statement of comprehensive income.

(b) Asset liability management
Asset and liability matching focuses on two components:
• The fi rst being the matching of maturity dates of fi nancial assets and liabilities whereby fi nancial assets will 
 be used to repay debt on its maturity. This will typically be applied in a redemption strategy. 
• The second component is whereby surplus cash (cash after operating expenditure and interest cost) is 
 matched to debt redemption or specifi c funding requirements.

Taking the business environment and market conditions into account, the following framework is used in 
managing the redemption portfolio build-up over a 3-year period prior to the settlement of a bond:
• 10% of the capital redemption value provided for 3 years before maturity;
• 40% provided for 2 years before maturity;
• 75% provided for 1 year before maturity; and
• the balance of 25% is funded during the year of maturity.

 Group & Parent
2013 2012

R’000 R’000

Gross Debt (Refer note 22) 1,135,381 1,257,137
Interest Rate Structure
Fixed 74% 72%
Floating 26% 28%

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

Gearing Ratio 0.31 0.40 0.31 0.41

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

(c) Managing debt within approved borrowing limits 
The borrowing limits for Umgeni Water for the period 2012 to 2014 have been approved by the Minister of 
Water and Environmental Affairs with the concurrence of the Finance Minister as follows:

2012 2013 2014
R’000 R’000 R’000

Borrowing Limit  1,950,000 1,800,000 1,750,000
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

(d) Maintaining an external credit rating 
The ability of Umgeni Water to raise debt at competitive interest rates is signifi cantly dependant on the 
external credit rating issued by a Ratings Agency. The credit rating is maintained through protection of 
operating cashfl ows by anticipating adverse market and business conditions and continuous monitoring of 
strategies devised to counteract the adverse market conditions.

Umgeni Water’s credit ratings are F1+ short-term re-affi rmed per previous rating and AA long-term which 
is downgraded from the previous rating of AA+, due to the national ratings being revised following a 
recalibration of the South African national scale.

32.2. FINANCIAL RISK MANAGEMENT

Umgeni Water’s exposure to risk, its objectives, policies and processes for managing the risk and the methods 
used to measure it have been consistently applied in the years presented, unless otherwise stated. The 
Corporate Treasury function provides services to the business, co-ordinates access to domestic fi nancial 
markets, monitors and manages the fi nancial risks relating to the operations of Umgeni Water through the short, 
medium and long-term funding strategy, and highlights the risk implications of various fi nancial transactions.

The use of fi nancial derivatives is governed by Umgeni Water’s policies approved by the Board of directors, 
which provide written principles on foreign exchange risk, interest rate risk, credit risk, and the investment 
of excess liquidity. Compliance with policies and exposure limits is reviewed by the internal auditors on a 
continuous basis. Umgeni Water does not enter into or trade fi nancial instruments, including derivative fi nancial 
instruments, for speculative purposes. The principal fi nancial risks to which Umgeni Water is exposed as a result 
of its fi nancial instruments are:
• credit risk (which includes counterparty risk);
• liquidity risk; and
• and market risk (interest rate risk)

Group
2013 2012

R’000 R’000

Utilisation of borrowing limits
Borrowing limit  1,800,000 1,950,000
Gross borrowings  (refer to note 22) (1,135,381)   (1,257,137)
Collateral and guarantees (refer to note 27)  (830)  (1,030)

Unutilised borrowing limits 663,789 691,833

32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.1. CAPITAL RISK MANAGEMENT continued...

32.1.2. DEBT MANAGEMENT continued...

(c) Managing debt within approved borrowing limits continued...
Managing debt within the approved borrowing limits involves monitoring of existing debt against the limits 
and continual evaluation of future cash fl ows and funding requirements.

32.2.1. CREDIT RISK

Credit risk is the risk of fi nancial loss to the group if a customer or other counterparty to a fi nancial instrument 
fails to meet its contractual obligations.
Credit risk arises principally from the group's receivables and investment securities. Credit risk concentration 
will result in Umgeni Water being exposed
to counter party failure. This has the potential to impact on the organisation's ability to remain within its 
optimal debt level.
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32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.1. CREDIT RISK continued...

Exposure to credit risk
The carrying amount of fi nancial assets represents the maximum credit exposure. The maximum exposure to 
credit risk at the reporting date was as follows:

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

a) Investments 2,081,005 1,790,330 2,081,005 1,790,330
b) Trade and other receivables (excluding provision for bad debts) 335,397 228,180 330,743 224,874
c) Cash and cash equivalents (excluding petty cash) 7,554 11,525 4,988 9,948

Financial Instruments Group & Parent

Counterparty Rating
Credit

Limit 2013 2012
R’000 R’000 R’000

Held to maturity 5,179 9,995
First Rand Bank Limited AA/F1+ 1,000 5,179 9,995

Loans and Receivables 2,075,826 1,780,335
ABSA Bank Limited AA+/F1+ 1,000 410,862 461,862
First Rand Bank Limited AA/F1+ 1,000 789,000 20,000
Standard Bank of South Africa Limited AA/F1+ 1,000 126,500 608,500
Nedbank Limited AA-/F1+ 1,000 638,500 493,000
Corporation for Public Deposits Government Guarantee 3,000 110,964 196,973

 Total  2 081,005  1,790,330 

a) Investments
According to its Investment Policy Umgeni Water will manage credit risk by:
• conducting transactions only with counter parties and issuers who satisfy soundly based and acceptable 
 assessment processes, and only after formal limits have been set;        
• same-day settlement limits will be set wherever possible and/or strict settlement procedures set and 
 adhered to; and 
• continuous monitoring of the credit quality of counterparties. 

Concentration of credit risk is managed by setting credit limits at counterparty-specifi c level. The credit limit 
calculation is based on 5% of shareholders funds but subject to a maximum limit of R1,000m and limited to 
parties where 5% of shareholders funds exceeds R100m. The group limits its exposure to credit risk by investing 
only with counterparties with a long-term rating of AA and short-term rating of F1 and better. Utilisation of the 
credit limit is measured in terms of risk weighting except in the case of zero coupon bonds where credit limit 
utilisation is based on current market value.

Management does not expect any counterparty to fail to meet its obligations and hence no investment has 
been impaired, during the current and prior years.

Maximum credit risk exposure to Umgeni Water
The table below shows the credit limits and carrying values of assets attributable to the counterparties at 
reporting date using the Fitch Rating Agency credit rating symbols.

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.1. CREDIT RISK continued...

b) Trade and other receivables
The management of credit risk in relation to trade and other receivables is summarised as follows:
• Umgeni Water aims to minimise loss caused by default of customers through specifi c policies 
 and procedures; and
• compliance with these policies and procedures are the responsibility of the General Manager Finance 
 and  Financial Manager. Monitoring of compliance with these policies is carried out by internal audit. All 
 known risks are required to be fully disclosed and accounted for and are provided for as doubtful debts.
  
In monitoring customer credit risk, customers are grouped according to their credit characteristics, including 
whether they are bulk or commercial customers, their aging profi le and existence of previous fi nancial 
diffi culties.

The average credit period allowed is 30 days from invoice date. Interest is charged at prime rate on debtors 
over 30 days from date of invoice. Trade receivables over 30 days are provided for based on estimated 
irrecoverable amounts from the sale, determined by reference to past default experience.

 
Monitoring exposure
Umgeni Water monitors exposures on an on-going basis utilising various reporting tools and fl agging potential 
risks which are reported to National Treasury in terms of Section 41 of the Municipal Finance Management Act. 
The following reports are used to monitor credit risk:
• age analysis reports; and
• status report for signifi cant overdue debtors.

The maximum exposure to credit risk for trade and other receivables at the reporting date by type of counter 
party is as follows:

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

Gross Amounts
Bulk 181,856 147,021 181,856 147,021
Waste water 5,776 5,000 5,776 5,000
Other activities 147,765 76,159 143,111 72,853

Total (excluding provision for bad debts) 335,397 228,180 330,743 224,874

The group's most signifi cant customer, Ethekweni muncipality accounts for R127m of the trade and receivables 
carrying amount at 30 June 2013. (2012: R100m)

Impairment Losses
Refer to note 18 for impairment of trade and other receivables.

 Group & Parent
2013 2012

R’000 R’000

There were no fi nancial assets past due or impaired and whose terms have 
been renegotiated

 -    -   

Analysis of the ageing of fi nancial assets (trade receivables) which are past 
due but have not been impaired: 52,407 32,806
30 days 30,840 14,739
60 days 14,935 2,973
90 days 47 8,284
120+ days 6,585 6,810

The Group believes that the unimpaired amounts that are past due by more than 30 days are still recoverable, 
based on historic payment behaviour and analysis of customer credit risk.
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32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.1. CREDIT RISK continued...

c) Cash and cash equivalents
The Group held cash and cash equivalents of R8m at 30 June 2013 (2012: R12m) of the following which 
represents the maximum credit exposure on these assets. 

Group Parent
Counterparty Rating 2013 2012 2013 2012

R’000 R’000 R’000 R’000

Cash 7,554 11,525 4,989 9,948
First Rand Bank Limited AA/F1+ 5,554 2,647 2,988 1,071
Standard Bank of South Africa Limited AA/F1+ 2,000 8,878 2,000 8,877

Total 7,554 11,525 4,989 9,948

The remaining balance of 57 (2012: 53) for the group and 28 (2012: 26) for the parent represents petty cash in 
Rands per thousand for which there is no credit risk attached.

Guarantees
At 30 June 2013 the Group had R0,8m (2012: R1m) of guarantees outstanding and this represents the 
maximum exposure to the Group.

32.2.2. LIQUIDITY RISK

Liquidity risk is the risk that the group will encounter diffi culty in meeting the obligations associated with its 
fi nancial liabilities that are settled by delivering cash or another fi nancial asset. The group’s approach to 
managing liquidity is to ensure, as far as possible, that it will always have suffi cient liquidity to meet its liabilities 
when due, under both normal and stressed conditions, without incurring unacceptable losses or risking 
damage to the group’s reputation.
 
Mitigation approach
To mitigate liquidity risk, Umgeni Water:
• monitors the level of expected cash infl ows on trade and other receivables together with the expected 
 cash outfl ows on trade and other payables;
• has short-term funding facilities to meet on-going cash requirements for which facility options are in 
 place with four banks (FNB, Standard, ABSA, Nedbank);
• has a Domestic Medium Term Note (DMTN) Programme has been established allowing for longer dated 
 debt such as bonds to be issued with relative ease;
• has provided for a R200m cash buffer investment to cater for a delay in payments by its customers;
• has a redemption strategy framework, which provides guidelines for managing the risks associated with 
 refi nancing large debt maturities; and
• has borrowing limits approved by National Treasury.

32.2.2.1. LIQUIDITY RISK INHERENT IN CONTRACTUAL CASH FLOWS

The table that follows details the group’s expected maturity for its fi nancial assets. These tables 
have been drawn up based on the undiscounted contractual maturities of the fi nancial assets 
including interest that will be earned on those assets except where Umgeni Water anticipates 
that the cash fl ow will occur in a different period.

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.2. LIQUIDITY RISK continued...

32.2.2.1. LIQUIDITY RISK INHERENT IN CONTRACTUAL CASH FLOWS continued...

Group
Weighted 
average 
effective 

interest rate
< 1 

month
1-3 

months

3 
months 
- 1 year

1-5 
years >5 years Total

% R’000 R’000 R’000 R’000 R’000 R’000

Financial Assets 

2013
Fixed interest rate instruments 8.14% 7,862 - 5,178  -  - 13,040
Variable interest rate instruments 5.38% 614,532 1,031,850 449,133  -  - 2,095,515
Trade and other Receivables  - 280,118 23,981  -  - 304,099

Total 622,394 1,311,968 478,292  -  - 2,412,654

2012
Fixed interest rate instruments 7.94% 7,862 - 5,478 5,478  -   18,818
Variable interest rate instruments 5.87% 455,060 667,601 710,872  -    -   1,833,533
Trade and other Receivables  - 188,093 17,641  -    -   205,734

Total 462,922 855,694 733,991 5,478  - 2,058,085

The group and parent fi gures remain the same with the exception of parent trade and other receivables 
maturity of 3 months - 1 year of R19,327 (2012: R14,335) in Rands per thousand.

The following tables summarises Umgeni Water’s remaining contractual maturity for its non-derivative fi nancial 
liabilities. The tables have been drawn up based on the undiscounted cash fl ows of fi nancial liabilities based 
on the earliest date on which Umgeni Water can be required to pay. The table includes both interest and 
principal cash fl ows which may differ from the carrying values of the liabilities at the reporting date.

Group
Weighted 
average 
effective 

interest rate
< 1 

month
1-3 

months

3 
months 
- 1 year

1-5 
years >5 years Total

% R’000 R’000 R’000 R’000 R’000 R’000

Financial Liabilities 

2013
Fixed interest rate instruments 10.13%  - 69,776 74,401 438,632 818,583 1,401,392
Variable interest rate instruments 7.11%  - 235,705 34,747 246,256 52,748 569,456
Trade and other payables  - 6,364 427,863  -  - 434,227

Total  - 311,845 537,011 684,888 871,331 2,405,075

2012
Long term debt 10.07%  - 70,379 90,362 500,987 900,402 1,562,130
Short term debt 7.59%  - 38,741 37,269 270,597 114,444 461,051
Trade and other payables  - 2,416 262,607  -  - 265,023

Total  - 111,536 390,238 771,584 1,014,846 2,288,204

The group and parent fi gures remain the same with the exception of parent trade and other payables 
maturity of 3 months - 1 year of R426,767 (2012: R261,028) in Rands per thousand.
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32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.2. LIQUIDITY RISK continued...

32.2.2.2. PRIMARY SOURCES OF FUNDING AND UNUSED FACILITIES

The primary sources of funding to meet Umgeni Water’s requirements are revenue, cash 
infl ows from maturing fi nancial assets purchased, debt issued in the market and other loans. 
The following sources of funding are available to Umgeni Water to meet its short, medium and 
long-term funding requirements and will supplement the primary liquidity sources under stress 
conditions:
 
(a) Domestic Medium Term Note Programme (DMTN)
Umgeni Water has established a Domestic Medium Term Note Programme to issue bonds to meet 
long term capital expenditure funding requirements.

The programme has an authorised amount of R3 billion, and is a useful funding tool in terms of 
the following:
• refi ning the duration of the stock of debt;
• refi ning the fi xed to fl oating ratio of the debt book;
• meeting short-term liquidity requirements; and
• fi lling gaps in the debt maturity profi le.

The UG21 was issued at a total nominal value of R600m under the DMTN Programme on  
02 March 2010 at a fi xed rate of 10.70%.

(b) General banking facilities
Umgeni Water has the following committed and uncommitted bank facilities available:

32.2.3. INTEREST RATE RISK
Interest rate risk is the risk that changes in interest rates cause a reduction/increase in net profi t for 
Umgeni Water. Umgeni Water is exposed to interest rate risk as funds are borrowed at both fi xed 
and fl oating interest rates. Borrowings issued at fl oating interest rates exposes Umgeni Water to 
cashfl ow interest rate risk.

Mitigation approach
The risk is managed by maintaining an appropriate mix between fi xed and fl oating rate 
borrowings: 70% fi xed to 30% fl oating interest rate profi le.

 Group & Parent
Committed Uncommitted

R’000 R’000

Type of facility
Working capital facility  50,000  -   
General Banking facility  50,020  99,980 

(c) Bank loans
This method of funding allows Umgeni Water to refi nance short-term debt with the view of 
achieving greater asset/liability matching.

 Group & Parent
Recommended 

Ratio 2013 2012
% % %

Ratio of fi xed to fl oating interest rate
Fixed 70% 74% 72%
Floating 30% 26% 28%

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013

32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.2. FINANCIAL RISK MANAGEMENT continued...

32.2.3. INTEREST RATE RISK continued...

At reporting date the interest rate profi le of the group’s interest bearing fi nancial instruments was as follows:

 Group & Parent
2013 2012

R’000 R’000

Fixed rate instruments
Financial assets 13,041 17,857
Financial liabilities 835,381 907,137

848,422 924,994

Variable rate instruments
Financial assets 2,067,964 1,772,473
Financial liabilities 300,000 350,000

2,367,964 2,122,473

Sensitivity Analysis
A sensitivity analysis to a change in interest rates has been performed based on the exposure to interest 
rates for both derivatives and non-derivative instruments at the reporting date. For fl oating rate liabilities 
and investments, the analysis is prepared assuming the amount of liability and investment outstanding at 
the reporting date was outstanding for the whole year. A 50 basis point increase or decrease is used when 
reporting interest rate risk internally to key management personnel and represents management’s assessment 
of the reasonable possible change in interest rates. The sensitivity analysis assumes that all other variables 
remain constant and has been prepared on the same basis for the prior year. 

If interest rates had been 50 basis points higher/lower and all other variables were held constant, the Group’s 
profi t for the year ended 30 June 2013 would decrease/increase by R0,7m (2012: R0,00037m).

32.3. ACCOUNTING CLASSIFICATIONS AND FAIR VALUES

32.3.1. ACCOUNTING CLASSIFICATION

Group Parent
2013 2012 2013 2012

R’000 R’000 R’000 R’000

CATEGORIES OF FINANCIAL INSTRUMENTS

Financial Assets
Held-to-maturity  5,179  9,995  5,179  9,995 
Loans and receivables  2,428,286  2,037,776  2,421,038  2,032,866 
Other investments  2,075,826  1,780,335  2,075,826  1,780,335 
Other fi nancial assets  13,140  14,924  13,140  14,924 
Trade and other receivables  304,099  205,734  299,445  202,428 
Interest and premium receivable  27,610  25,205  27,610  25,205 
Cash and cash equivalents  7,611  11,578  5,017  9,974 

Financial Liabilities
Held-at-amortised cost  1,611,562  1,569,291  1,610,466  1,567,712 
Long-term debt  1,025,930  1,136,306  1,025,930  1,136,306 
Other non current liabilities  10,558  12,471  10,558  12,471 
Accounts payable  434,227  265,023  433,131  263,444 
Short-term debt  109,451  120,831  109,451  120,831 
Interest payable  31,396  34,660  31,396  34,660 
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32. FINANCIAL RISK MANAGEMENT AND FINANCIALS INSTRUMENTS continued...

32.3. ACCOUNTING CLASSIFICATIONS AND FAIR VALUES continued...

32.3.2. FAIR VALUES OF FINANCIAL INSTRUMENTS

The fi nancial assets and fi nancial liabilities of Umgeni Water are not traded in active liquid markets therefore 
the fair value of these fi nancial instruments is determined in accordance with generally accepted pricing 
models based on discounted cashfl ow analysis using prices from observable current market transactions for 
similar instruments.

Except as detailed below, the directors' consider the carrying amounts of the fi nancial assets and fi nancial 
liabilities recorded at amortised cost in the fi nancial statements to approximate their fair value.

 Group & Parent  Group & Parent
2013 2012

Carrying 
Value

Fair
Value

Carrying 
Value

Fair
Value

R’000 R’000 R’000 R’000

Financial liabilities
Bank loans 535,381 550,643 657,137 687,277
Bond at fi xed interest rate 600,000 653,666 600,000 659,089

Total  1,135,381  1,204,309  1,257,137  1,346,366 

Notes to the consolidated fi nancial statements continued...
For the year ended 30 June 2013
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13. GRI CONTENT INDEX

STRATEGY AND PROFILE DISCLOSURES

Strategy and Analysis (2 indicators) Pg #

G4-1. Statement from the most senior decision maker 14
G4-2. Description of key impacts, risks and opportunities 18

Organisational profi le (14 indicators) Pg #

G4-3. Name of organisation 4
G4-4. Primary brands, products and/or services 7
G4-5. Location of organization’s headquarters. 5
G4-6. Number of countries where the organization operates... 7
G4-7. Nature of ownership and legal form 7
G4-8. Markets served by the organisation (including geographic breakdown, sectors served 

and types of customers/benefi ciaries)
7

G4-9. Scale of the reporting organisation. 8
G4-10. Total number of employees by employment contract and gender. 85
G4-11. Percentage of total employees covered by collective bargaining agreements. 87
G4-12. Description of the organisation’s supply chain 90
G4-13. Signifi cant changes during the reporting period regarding the organisation’s size, 

structure, ownership or it supply chain
8

G4-14. Report of whether and how the precautionary approach or principle is addressed by the 
organisation

27

G4-15. List of externally developed economic, environmental, and social charters, principles, or 
other initiatives to which the organization subscribes or endorses

4

G4-16. Membership of associations in which the organisation has positions in governance bodies, 
participates in projects or communities, provides funding beyond routine memberships 
dues or views membership as strategic.

89

Identifi ed Material Aspects and Boundaries (3 indicators) Pg #

G4-17. List of all entities included in the organisation’s consolidated fi nancial statements or 
equivalent documents

8

G4-18. Explanation of the process of defi ning report content and the Aspect Boundaries. 4
G4-19. List of all Material Aspects identifi ed in the process for Defi ning Report Content. 4

Stakeholder Engagement (4 indicators) Pg #

G4-24. List of stakeholder groups engaged by the organisation 42
G4-25. Basis for identifi cation and selection of stakeholder with whom to engage 42
G4-26. Report the organisation’s approach to stakeholder engagement, including frequency 

of engagement by type and by stakeholder group, and an indication of whether any of 
the engagement was undertaken specifi cally as part of the report preparation process.

43

G4-27. Key topics and concerns that have been raised through stakeholder engagements, 
and how the organisation has responded to those key topics and concerns, including 
through its reporting. Report the stakeholder groups that raised each of the key topics 
and concerns.

43
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Report profi le (6 indicators) Pg #
G4-28. Reporting period for information provided 4
G4-29. Date of most recent previous report 4
G4-30. Reporting cycle 4
G4-31. Contact point for questions regarding the report or its contents 5
G4-32. Report an “in accordance” option that the organisation has chosen. 4
G4-33. Assurance – Policy and current practice with regard to seeking external assurance for 

the report, if not included in an assurance report, explain the scope and basis of any 
external assurance provided. Also explain the relationship between the organisation and 
the assurance provider

5

Governance (22 indicators) Pg #
G4-34. Governance structure of the organisation, including committees under the highest 

governance body and responsibilities in decision-making on economic, environmental 
and social impacts.

27

G4-35. Process for delegating authority for economic, environmental and social topics from the 
highest governance body to senior executives and other employees.

34

G4-36. Report whether the organisation has appointed an executive-level position or positions 
with responsibility for economic, environmental and social topics, and whether post 
holders report directly to the highest governance body

8

G4-37. Processes for consultation between stakeholders and the highest governance body on 
economic, environmental and social topics. If consultation is delegated, describe to 
whom and feedback processes to the highest governance body.

42

G4-38. Composition of the highest governance body by independence, tenure on the 
governance body, number and nature of other signifi cant positions and commitments, 
gender, membership of under-represented social groups, competences, and 
stakeholder representation.

27

G4-39. Report whether the Chair of the highest governance body is also an executive offi cer 
(and, if so, his/her function within the organisation’s management and the reasons for 
this arrangement).

27

G4-40. Nomination and selection processes for the highest governance body and its 
committees and the criteria used for nominating and selecting the highest governance 
body members including where and how diversity, independence experience and 
expertise are considered, and the extent of involvement of stakeholders 
including shareholders.

27

G4-41. Processes in place for the highest governance body to ensure confl icts of interest are 
avoided and managed.

27

G4-42. The highest governance body’s and senior executives’ roles in the development, 
approval and updating of the organisation’s purpose, value or mission statements, 
strategies, policies, and goals related to economic, environmental and social impacts.

8

G4-43. Measures taken to develop and enhance the highest governance body’s collective 
knowledge of economic, environmental and social topics.

G4-44. Processes in place for evaluation of the highest governance body’s performance 
with respect to governance of economic, environmental and social topics. Report 
whether such evaluation is independent or not, and its frequency. Report whether such 
evaluation is a self-assessment.

6

G4-45. The highest governance body’s role in identifi cation and management of economic, 
environmental and social impacts, risks and opportunities. Include the highest 
governance body’s role in the implementation of due diligence processes.

27

G4-46. The highest governance body’s role in reviewing the effectiveness of the organisation’s 
risk management processes for economic, environmental and social topics.

30

G4-47. The frequency of the highest governance body’s review of economic, environmental 
and social impacts, risks and opportunities.

29

G4-48. Report the highest committee or position that formally reviews and approves the 
organisation’s sustainability report and ensures that all material aspects are covered.

5

G4-49. Report the process for communicating critical concerns to the highest governance body. 29
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G4-50. Report the nature and total number of critical concerns that were communicated to the 
highest governance body and the mechanism(s) used to address and resolve them.

29

G4-51. Remuneration policies for the highest governance body and senior executives….. 123
G4-52. Report the process for determining remuneration. Report whether remuneration 

consultants are involved in determining remuneration and whether they are 
independent of management. Report any other relationships which the remuneration 
consultants have with the organisation.

90

G4-53. Report how stakeholders’ views are sought and taken into account regarding 
remuneration, including the results of votes on remuneration policies and proposals, if 
applicable.

123

G4-54. Report the ratio of the annual total compensation of the organisation’s highest-
paid individual in each country of signifi cant operations to the medial annual total 
compensation for all employees (excluding the highest-paid individual) in the 
same country.

123

G4-55 Report the ratio of percentage increase in annual total compensation for the 
organisation’s highest-paid individual in each country of signifi cant operations to the 
medial annual total compensation for all employees (excluding the highest-paid 
individual) in the same country.

123

Ethics and Integrity (3 indicators) Pg #
G4-56. Description of the organisation’s values, principles, standards and norms of behaviour 

such as codes of conduct and codes of ethics.
30

G4-57. Internal and external mechanisms for seeking advice on ethical and lawful behaviour, 
and matters related to organisational integrity, such as helplines or advice lines.

30

G4-58. Internal and external mechanisms for reporting concerns about unethical or unlawful 
behaviour, and matters related to organisational integrity, such as escalation through 
line management, whistleblowing mechanisms or hotlines.

30

Disclosures on Management Approach (3 indicators) Pg #
G4-DMA Report why the Aspect is material. Report the impacts that make this Aspect material. 5
G4-DMA Report how the organisation manages the material Aspect or its impacts. 5
G4-DMA Report the evaluation of the management approach, including the mechanisms for 

evaluating the effectiveness of the management approach; results of the evaluation of 
the management approach and any related adjustments to the 
management approach.

12

ECONOMIC INDICATORS

Economic Performance, including Market Presence and Indirect Economic Aspects (9 indicators) Pg #
G4-EC1 Direct economic value generated and distributed, including revenues, operating 

costs, employee compensation, donations and other community investments, retained 
earnings, and payments to capital providers and governments

124

G4-EC2 Financial implications and other risks and opportunities for the organisation’s activities 
due to climate change

74

G4-EC3 Coverage of the organisation’s defi ned benefi t plan obligations 125
G4-EC4 Financial assistance received from government 17
G4-EC5 Ratios of standard entry level wage compared to local minimum wage at signifi cant 

locations of operation.
90

G4-EC6 Proportion of senior management hired form the local community at locations of 
signifi cant operation

85

G4-EC7 Development and impact of infrastructure investments and services supported. 67
G4-EC8 Signifi cant indirect economic impacts, including the extent of impacts. 69
G4-EC9 Proportion of spending on local suppliers at signifi cant locations of operation. 69
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ENVIRONMENTAL INDICATORS

Environmental Performance, including Materials, Energy, Water, Biodiversity, Emissions, Effl uent & Waste, 
Compliance and Transport (25 indicators)

Pg #

G4-EN1 Materials used by weight or volume 74
G4-EN2 Percentage of materials used that are recycled input materials 80
G4-EN3 Energy consumption within the organisation 76
G4-EN6 Reduction of energy consumption 76
G4-EN7 Reductions in energy requirements of products and services. 76
G4-EN8  Total water withdrawal by source 74
G4-EN9 Water sources signifi cantly affected by withdrawal of water. 75
G4-EN10 Percentage and total volume of water recycled and reused. 74
G4-EN11 Operational sites owned, leased, managed in, or adjacent to, protected areas and 

areas outside of high biodiversity value outside protected areas.
78

G4-EN12 Description of signifi cant impacts of activities, products, and services on biodiversity in 
protected areas and areas of high biodiversity value outside protected areas.

78

G4-EN13 Habitats protected or restored. 78
G4-EN15 Direct Greenhouse gas (GHG) Emissions (Scope 1) 77
G4-EN16 Energy indirect Greenhouse (GHG) Emissions (Scope 2) 77
G4-EN17 Other indirect Greenhouse (GHG) Emissions (Scope 3) 77
G4-EN18 Greenhouse (GHG) Emissions intensity 77
G4-EN19 Reduction of Greenhouse (GHG) Emissions 77
G4-EN22 Total water discharge by quality and destination 58
G4-EN23 Total weight of waste by type and disposal method 80
G4-EN24 Total number and volume of signifi cant spills 81
G4-EN26 Identity, size, protected status, and biodiversity value of water bodies and related 

habitats signifi cantly affected by the organisation’s discharges or water and runoff.
58

G4-EN27 Extent of impact mitigation of environmental impacts or products and services. 81
G4-EN30 Signifi cant environmental impacts of transporting products and other goods and 

materials used for the organization's operations, and transporting members of the 
workforce.

77

G4-EN31 Total environmental protection expenditures and investments by type. 78
G4-EN32 Percentage of new suppliers that were screened using environmental criteria. 90
G4-EN34 Number of total grievances about environmental impacts fi led, addressed, and resolved 

through formal grievance mechanisms
81
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SOCIAL INDICATORS – LABOUR PRACTICES AND DECENT WORK

Labour Performance, including Employment, Labour/ Management Relations, Occupational Health & 
Safety, Training & Education and Diversity & Equal Opportunity (16 indicators)

Pg #

G4-LA1 Total number and rates of new employee hires and employee turnover by age group, 
gender and region.

86

G4-LA2 Benefi ts provided to full-time employees that are not provided to temporary or part-time 
employees, by signifi cant locations of operation.

85

G4-LA3 Return to work and retention rates after parental leave, by gender 85
G4-LA4 Minimum notice periods regarding operational changes, including whether these are 

specifi ed in collective agreements
87

G4-LA5 Percentage of total workforce represented in formal joint management-worker health 
and safety committees that help monitor and advise on occupational health and 
safety programs.

87

G4-LA6 Types of injury and rates of injury, occupational diseases, lost days, and absenteeism, 
and number of work-related fatalities by region and by gender.

87

G4-LA7 Workers with high incidence or high risk of diseases related to their occupation. 87
G4-LA8 Health and safety topics covered in formal agreements with trade unions. 87
G4-LA9 Average hours of training per year per employee by gender, and by employee category 88
G4-LA10 Programs for skills management and lifelong learning that support the continued 

employability of employees and assist them in managing career endings.
89

G4-LA11 Percentage of employees receiving regular performance and career development 
reviews, by gender and by employee category.

90

G4-LA12 Composition of governance bodies and breakdown of employees per category 
according to gender, age group, minority group membership, and other indicators 
of diversity.

84

G4-LA13 Ratio of basic salary and remuneration of women to men by employee category, by 
signifi cant locations of operation.

90

G4-LA14 Percentage of new suppliers that were screened using labour practices criteria. 90
G4-LA15 Signifi cant actual and potential negative impacts for labour practices in the supply 

chain and actions taken.
90

G4-LA16 Number of grievances about labour practices fi led, addressed, and resolved through 
formal grievance mechanisms.

91

SOCIAL INDICATORS – HUMAN RIGHTS

Human Rights Performance, including Strategy & Management, Non-discrimination, Freedom of 
Association, Child Labour and Forced Labour (10 indicators)

Pg #

G4-HR1 Percentage and total number of signifi cant investment agreements and contracts that 
include clauses incorporating human rights concerns or that have undergone human 
rights screening

90

G4-HR2 Total hours of employee training on policies and procedures concerning aspects of 
human rights that are relevant to operations, including the percentage of 
employees trained.

88

G4-HR3 Total number on incidents of discrimination and corrective action taken 91
G4-HR4 Operations and suppliers identifi ed in which the right to exercise freedom of association 

and collective bargaining may be violated or at signifi cant risk, and actions taken to 
support these rights

90

G4-HR5 Operations and suppliers identifi ed as having signifi cant risk for incidents of child labour 
and measures taken to contribute to the effective abolition of child labour

91

G4-HR6 Operations and suppliers identifi ed as having signifi cant risk, for incidents of forced or 
compulsory labour and measures to contribute to the elimination of all forms of forced or 
compulsory labour

91

G4-HR9 Total number and percentage of operations that have been subject to human rights 
reviews or impact assessments.

91

G4-HR10 Percentage of new suppliers that have been screened using human rights criteria. 90
G4-HR11 Signifi cant actual and potential negative human rights impacts in the supply chain and 

actions taken.
90

G4-HR12 Number of grievances related to human rights fi led, addressed, and resolved through 
formal grievance mechanisms.

91
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SOCIAL INDICATORS – SOCIETY

Society Performance, including Community, Corruption, Public Policy and Compliance (8 indicators)

G4-SO1 Percentage of operations with implemented local community engagement, impact 
assessments and development programmes.

70

G4-SO3 Total number and percentage of operations assessed for risks related to corruption and 
the signifi cant risks identifi ed.

30

G4-SO4 Communication and training on anti-corruption policies and procedures. 30
G4-SO5 Confi rmed incidents of corruption and actions taken. 30
G4-SO8 Monetary value of signifi cant fi nes and total number of non-monetary sanctions for non-

compliance with laws and regulations.
7

G4-SO9 Percentage of new suppliers that were screened using criteria for impacts on society 90
G4-SO10 Signifi cant actual and potential negative impacts on society in the supply chain and 

actions taken.
91

G4-SO11 Number of grievances about impacts on society fi led, addressed, and resolved through 
formal grievance mechanisms.

91

SOCIAL INDICATORS – PRODUCT RESPONSIBILITY

Product Responsibility, including Customer Health & Safety, Products & Services, Marketing & 
Communication and Customer Privacy (5 indicators)

G4-PR1 Percentage of signifi cant product and service categories for which health and safety 
impacts are assessed for improvements.

57

G4-PR2 Total number of incidents of non-compliance with regulations and voluntary codes 
concerning health and safety impacts of products and services during their life cycle, by 
type of outcomes

57

G4-PR3 Type of product and service information required by the organisation’s procedures for 
product and service information, and percentage of signifi cant products and service 
categories subject to such information requirements.

56

G4-PR4 Total number of incidents of non-compliance with regulations and voluntary codes 
concerning product and service information and labelling, by type of outcomes.

57

G4-PR5 Results of surveys measuring customer satisfaction. 58
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