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VISION

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

We strive to be an
effectively run, public-
oriented and socially
accountable water utility,
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

- fo support government
service 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 intends
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.

BENEVOLENT
INTENT

Provide bulk water
and sanitation
services to improve
quality of life and
enhance sustainable
economic
development

Umgeni Water intends

to be recognised as an
organisation that has
legitimate leadership and
cultivates accountability.
Through this people-centred
approach Umgeni Water
will achieve water services
delivery. Bulk water
services will be provided
for both health and
economic benefits, which
contribute to addressing
poverty, under-development
and inequality.



WATER & WASTEWATER

1. SO

506 Million Cubic Metres of Raw Water Abst

1. RELEASE OF TREATED EFFLUENT
BACK TO RIVER SYSTEM

32 Million cubic metres of
wastewater treated at 11 WWTWs.

6. WASTEWATER TREATMENT

Domestic and industrial wastewater
goes into WWWs to be treated.

Various processes are used for
treatment of wastewater thus
ensuring the final effluent discharged
is not harmful to the environment.

0. WASTEWATER RETICULATION

The transfer of wastewater
through the Municipalities
reticulation network.




TREATMENT PROCESS

JRCE

-acted from 18 abstraction systems and dams.

2. WATER PURIFICATION

509 million cubic metres (1 395 Ml/d)
of bulk potable water treated at 20
WTWs. Water is scientifically treated
through various processes.

3. DISTRIBUTION TO
MUNICIPAL STORAGE

Currently supplying 7 WSAs in
an area spanning 57 492 km? -
population of 8.5 million people
(2.32 million households).

4. END USER

To Progressively serve KwaZulu-Natal,
14 WSAs 94 361 km?, home to 11.06 million
people and 2.87 million households.

=SS,
S *

Think Water,
think Umgeni Water.

Improving Quality of Life and Enhancing Sustainable Economic Development.
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= REPORT
" PROFILE

Umgeni Water's Annual Report complies with statutory disclosure
requirements of the Public Finance Management Act (Act 1 of
1999) and Water Services Act (Act 108 of 1997), as well as
relevant regulations. In addition, Umgeni Water's Annual Report
is significantly aligned to the requirements of King IV regarding
Integrated Reporting. Infegration is achieved through the entity
having an Integrated Strategy and a Value Creation Model
based on the balanced scorecard in place that straddles five
sustainability perspectives, together with Umgeni Water ensuring
complete alignment with the government’s outcomes approach
for Performance Reporting by State-Owned Entities (SOEs).

This report further contains Standard Disclosures that are
“in accordance with” the GRI Guidelines — fulfilling the GRI

Comprehensive criteria. Information is included in the GRI
Confent Index, which is at the end of this report.

Umgeni Water has prepared annual reports every year since its
establishment in 1974. This report covers the 12-month period
from 1 July 2019 to 30 June 2020. This report also includes
information about Umgeni Water's subsidiaries.

The performance content of this annual report shows Umgeni
Water's progress with meeting predetermined objectives and
performance indicators as per its approved Corporate Plan and
Shareholder Compact and confains an audited performance
scorecard for 2019/20. The financial content of the annual
report further contains the audited financial statements for
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“THE ANNUAL REPORT CONTENT IS STRUCTURED TO PROVIDE
SUFFICIENT INFORMATION TO ALL STAKEHOLDERS, INCLUDING
CUSTOMERS, REGULATORY BODIES, INVESTORS, EMPLOYEES AND
CIVIL SOCIETY, REGARDING UMGENI WATER'S ANNUAL PERFORMANCE
AND ON-GOING PROGRESS TOWARDS SUSTAINABLE DEVELOPMENT.

2019/20. Over the years, Umgeni Water developed and
embedded in-house processes for identifying, collecting,
collating, validating and storing information used in managing its
performance and work to continually enhance these processes.

The assurance of the annual report for both financial and
performance information is provided by Internal Audit and
the Audit Committee of the Board. In addition, as an SOE,
Umgeni Water is audited by the Auditor-General of South
Alfrica for financial, compliance and performance information.

Further information on the scope covered by Internal and
External Auditors is provided in the Corporate Governance
chapter of this report. In addition, fo assurance via these

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

UMGENI WATER

PO Box 9, Pietermaritzburg,

3200 or at the entity’s head office,
310 Burger Street, Pietermaritzburg, 3201

O w427 (33 341 1m1

Fax: +27 (33) 341 1084
@ Email: inffo@umgeni.co.za
@ Website: www.umgeni.co.za

0 Facebook: www.facebook.com/umgeniwater

0 Twitter: @umgeniwater

YouTube: https://www.youtube.com/UWA1974

Instagram: @UmgeniWater

routes, core business processes, namely Water Treatment
Works Operations, Monitoring Programmes and Analyfical
Laboratories are externally certified or accredited in accordance
with relevant ISO and other nationally recognised standards.

The Annual Report content is structured to provide sufficient
information to all stakeholders, including customers, regulatory
bodies, investors, employees and civil society, regarding
Umgeni Water’s annual performance and on-going progress
towards sustainable development. Specific stakeholder
engagement information is contained in the Stakeholder
Understanding and Support Chapter of this report, as well as
throughout the report.
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= ORGANISATIONAL
“~ PROFILE

Management Act (Act 1 of 1999), among others, and is

2.1 I.BngIatWe ma“date cafegorised as a National Government Business Enterprise.
Umgeni Water is a State-Owned Entity (SOE), esfablished Umgeni Water reports directly to the Department of Water
in 1974, to provide water services — water supply and and Sanitation, through the Board (Accounting Authority) and
sanitation services — to other water services institutions in through its functionaries, the Chairperson of the Board and
its service area. The entity operates in accordance with the the Chief Executive. The Minister of Human Settlements, Water
Water Services Act (Act 108 of 1997) and the Public Finance and Sanitation is the Executive Authority for Water Boards.
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"KWAZULU-NATAL IS THE GAZETTED SUPPLY

AREA OF UMGENI WATER AND MHLATHUZE WATER
WHICH STRADDLES A TOTAL GEOGRAPHICAL

AREA OF 94 359 KMZ WHICH IS HOME TO

11.1 MILLION PEOPLE AND 2.9 MILLION HOUSEHOLDS.

Jo

Bulk Wastewater treated
over this period was

32 MILLION

cubic metres per annum

(89MI/d).

AEE fEm

In addition, section 30 of the Water Services Act enables

2.2 ACtiVities Of Umgeni Watﬂr Umgeni Water to undertake other activities, provided they

The primary activities of Umgeni Water, as pronounced in do not impact negatively on the entity’s ability to perform its
section 29 of the Water Services Act, are to provide water primary activity. These include:

services (water supply and sanitation services) to other water > Providing management services, training and other support
services institutions in its service area. services to other water services institutions in order to

promote co-operation in the provision of water services;
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> 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 effluent and acting as
a water services provider fo consumers;

> Providing water services in joint venture with water
services authorities;

> Performing water-conservation functions.

Umgeni Water has 100% investment in two subsidiaries,
namely Msinsi Holdings and Umgeni Water Services. Refer to
the chapter on Participation in Companies for further defails
regarding these companies

2.3 Supply Area and
Customers (shown on map)

KwaZulu-Natal is the gazetted supply area of Umgeni Water
and Mhlathuze Water which straddles a total geographical
area of 94 359 km?; which is home to 11.1 million people and
2.9 million households.

The KwaZulu-Natal Province comprises one Metropolitan
Municipality, 10 District Municipalities and 43 Local
Municipalities. A fotal of 14 of these municipalities are Water
Services Authorities (direct retail customers) as defined in the
Water Services Act.

In the reporting period, Umgeni Water focused on service
delivery and largely derived revenues from seven customers:
eThekwini Metropolitan Municipality;
iLembe District Municipality;
Ugu District Municipality;

uMgungundlovu District Municipality;

>
>
>
> Harry Gwala District Municipality;
>
> Msunduzi Municipality;

>

uThukela District Municipality.

Supply Area Contribution to KZIN

I Umgeni Water (incl uThukela DM), 44%
B Mhlathuze Water, 39%
uThukela Water (Pty) Ltd, 17%

Households Distribution

@ Umgeni Water (incl uThukela DM), 72%
I Mhlathuze Water, 19%
uThukela Water (Pty) Ltd, 9%

Umgeni Water’s seven customers covers 44% of KZN's
geographical area and are home to 73% households.

Umgeni Water's infrastructure assefs in support of its bulk
water services business comprises:

> Approximately 1 260km of pipelines and 67km of tunnels;
> Fifteen impoundments;

> Twenty water treatment works;

> Eleven wastewater treatment works.
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2.4 Structure of Umgeni Water

The Umgeni Water Group consists of a parent entity with two small subsidiaries.

The Executive Committee is the top management structure of Umgeni Water Parent, and for the reporting year comprised a
Chief Executive and five Executives, namely for Operations, Infrastructure Development, Scientific Services, Finance and

Corporate Services. The Chief Executive guides the day-to-day activities of the entity with powers delegated to him by the Board.

The non-executive Board is the Accounting
Authority and provides strategic leadership
to the Executive Board. The Board is
appointed by the Minister of Human
Settlements, Water and Sanitation.

With respect to the subsidiaries, Umgeni
Water has 100% shareholding in Msinsi
Holdings SOC Ltd and Umgeni Water
Services SOC Ltd. The latter holds an
18.5% investment in Durban Water
Recycling (Pty) Ltd.

The Umgeni Water Group as at 30 June

2020 comprised:

> A head count of 1273 employees;

> Revenue for the year of R4.2 billion
with R1.3bn net surplus generated;

> Balance-sheet asset value of R14.3bn
with reserves totalling R10.7bn.

UMGENI WATER

SUBSIDIARIES

Msinsi Holdings
SOC Ltd. (100%)

o Msinsi

" 1 RESORTS & GAME RESERVES
-

Umgeni Water Services
SOC Ltd. (100%)

o

()

Durban Water Recycling
(Pty) Ltd. (18.5%)

2k 6

Msinsi Board

PARLIAMENT

OF THE REPUBLIC OF SOUTH AFRICA

water & sanitation

PARLIAMENT OF
SOUTH AFRICA

MINISTER OF HUMAN

ent:
Water and Sanil
REPUBLIC OF

UMGENI

WATER- AMANZI

tation
SOUTH AFRICA

SETTLEMENTS, WATER
AND SANITATION

UMGENI WATER

PARENT

UMGENI WATER BOARD

Palk

CHIEF EXECUTIVE AND
EXECUTIVE COMMITTEE

2aAk
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10

Umgeni Water’s Strategy

Umgeni Water's strategy comprises of five goals and 10 long-term sustainability outcomes. The strategy map succinctly
illustrates the manner in which sustainable value is created through integrating seven strategic objectives through five

balanced scorecard perspectives in support of the mission and mandate.

Provide reliable, responsive and
affordable services and
expand infrastructure to
increase access, while
ensuring stable water
resources to meet current
and future needs.
Develop strategic partnerships,
increase support to
customers, improve
visibility and be a
regional leader in the
provision of bulk water
and sanitation services.

Ensure sufficient operating cash flows,

manage key cost drivers

and leverage debt and

assets to provide for

future expansion, while

supporting socio-economic

development.

Ensure a well-governed and

resilient entity that innovates,
educates and supports

community development
and contributes
to environmental
sustainability.

Strengthen and develop quality
human resources and

ensure a participatory,
collaborative organisation
dedicated to continual

learning and improvement.
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Strategy Map

enhances value in the

sanitation services.

Leading water utility that

provision of bulk water and

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

and sanitation services.

Key Partner that enables government to
deliver effective and efficient bulk water

ENABLED
GROWTH -

INNOVATIVE
GROWTH

1. Customers;
Markets;
and value

propositions.

w
z
(0]

Provide bulk water and sanitation services
to improve quality of life and enhance
sustainable economic development.

2. Institutional
arrangements, g
o

functions,
Infrastructure
access

BENEVOLENT
INTENT

ORGANISATIONAL EFFICIENCY AND EFFECTIVENESS

> SO 1: Improve supply security and service delivery.

> SO 2: Increase bulk infrastructure access, customers and services.

3. Capabilities

THREE

Qwvation.

CUSTOMER / STAKEHOLDER INTERACTION

> SO 3: Increase customer and stakeholder value.

FINANCIAL PERFORMANCE

> SO 4: Improve financial systems and key financial ratios.

> SO 5: Improve financial sustainability and enhance socio-economic development.

=
[©]
S
~

4, Cnnney

GENERAL COMPLIANCE

> SO 6: Improve governance, risk and compliance systems.

5. Jobs and

FIVE

Skills.

ORGANISATIONAL CAPACITY

> SO 7: Increase skills and competency.

000,00

We will be an entity that:
> Invests in its people/skills;
> Invests in fechnology and innovation;

> Invests in its relationships and partnerships;
> Adapts its culture and increases its commitment; and
> Positions itself through an aggressive and agile growth strategy.
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Umgeni Water Strategy Outcomes

Product
0 allty Achieved when Umgeni Water produces potable water and
U wastewater in full compliance with statutory and reliability
Vawater and] requirements and consistent with customer and environmental
astewater needs.
Water Achieved when Umgeni Water assesses the scarcity of freshwater
Resources resources, investigates sustainable alternatives, manages water
Adequacy abstractions assiduously and has access fo stable raw water

resources to meet current and future customer needs.

Achieved when Umgeni Water has on-going, fimely, costeffective,
. reliable and sustainable performance improvements in all facets
Op?ra_tmr!al of its operations, minimises resource use, loss and impacts from
Optlmlsatlﬂﬂ day-to-day operations and mainfains awareness of information and
operational technology developments to anticipate and support
timely adoption of improvements

Achieved when Umgeni Water provides reliable, responsive
Customer and affordable services in line with explicit, customer-agreed

Satisfaction service levels and receives timely customer feedback to maintain

responsiveness to customer needs and emergencies.

S Attained when Umgeni Water engenders understanding and
takeholder :
. support from statutory, contracted and non-contracted bodies
UnderStandmg for service levels, tariff structures, operating budgets, capital
and Support improvement programmes, risk management decisions and water

resources adequacy.
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Financial

Viabiy

Infrastructure

Qbility

Operational

Resiliy

Community and
Environmental
Sustainability

Leadership
and Employee
Development

Achieved when Umgeni Water understands the organisational
life-cycle costs and maintains a balance between debt and assefs
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.

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 co-ordinated
to minimise disruptions and other negative consequences.

Achieved when Umgeni Water's leadership and staff work together
fo 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.

Achieved when Umgeni Water is explicitly cognisant of and
atentive fo 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, while using energy and
other natural resources efficiently.

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

'!un”l
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Strategic Statements of Umgeni Water and its Functional Divisions

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

Board:
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, deliver on strategic objectives

and provide sound corporate governance, to achieve our vision and mission in order to contribute towards the government's

objectives.

Chief Executive Office:
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.

R e PP,
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Scientific Services:
We will undertake water sampling and laboratory analysis, assess water quality and environmental health, leverage technology,

optimise water freatment processes, o achieve sustainability and public health and provide innovative and optimal scientific solutions,
in order fo meet organisational objectives.

Infrastructure Development:

We will reconcile water demand and water resources, plan infrastructure, provide optimal and innovative engineering solutions,
implement capital infrastructure programmes to deliver water infrastructure in an environmentally sustainable manner in order to
meet organisational objectives.

Finance:

We will plan, mobilise, account for and report on resources, manage financial risk, proactively implement procurement strategies,
and maintain internal control and systems, which result in funding, control, efficient, effective and economical supply of requisites,
support and monitoring of the business, to deliver sound financial management and corporate governance to contribute towards
organisational objectives.

Corporate Services:
We will provide a specialised, diverse and essential enabling service through the provision of holistic human capital management;
property and security management; management of information, communication and technology systems and computing infrastructure
and legal services to enhance organisational service delivery capacity.
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S MINISTER’S
“® FOREWORD

UMGENI WATER IS TO BE COMMENDED
ON THE QUALITY OF WATER DELIVERED
TO MUNICIPALITIES AND PROGRESS MADE

LINDIWE NONCEBA WITH BULK WATER INFRASTRUGTURE
SISULU, MP DEVELOPMENTS, FOR BOTH ECONOMIC
MINISTER OF GROWTH AND INCREASING ACCESS
HUMAN SETTLEMENTS, TO RURAL AREAS.”

WATER AND SANITATION
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This report reflects Umgeni Water’s performance against its
strategy for a year that will go down in history as one of the
most difficult. One where we all had to forcefully play catch-up
to past water services imbalances in the shortest fime possible,
amidst competing priorities, in order o save lives.

While Umgeni Water's performance as an entity of state is
guided by the policies and plans of the Department of Water
and Sanitation, the goal posts had to be changed for all in
response to the global COVID-19 pandemic. Development of
bulk water infrastructure was one of the pandemic’s biggest
casualties, which hindered the programmes of Government in
the urgent socio-economic transformation through Universal
Access to Safe Drinking Water.

The challenges that came with the COVID-19 pandemic
were unforeseen, but every crisis presents an opportunity
to find new ways. A rapid response to this challenge was
the establishment of a National Water Command Centre to
combat the spread of COVID-19 by providing much needed
access to water and sanitation in human settlements and
rural areas. This afforded the Ministry an opportunity to be
kept abreast on progress being made on a daily basis and
entailed the number of tanks installed and tankers delivered,
where they have been installed, or in the case of fankers
where they operate. To date over 740 million litres of water
was fransported fo fill the fanks, at an average of 10.31 million
Litres per day. This service was rendered to 158 Municipalities
in total. The responsibility remains with local municipalities
to ensure the tanks are always filled up with water for access
by the community.

As we all are aware, our country is facing a water crisis
caused by recurrent droughts, driven by climate change and
deteriorating water quality. It has become clear that the effects
of climate change have dire consequences to water supply.
Given this water users are encouraged, through the National
Water and Sanitation Master Plan, to implement projects on
alternate sources to decrease reliance on surface water.

The National Water and Sanitation Master Plan was launched
in November 2019. This Master Plan embodies the policies
and infrastructure designs fo render to South Africa the
water security for generations to come. The Master Plan
further articulates the prioritised actions and investments the
country must implement between now and 2030 to overcome
challenges and to ensure water secure future supporting
inclusive development across the country.

During the development of this Master Plan, we met with a
variety of stakeholders who emphatically told us that water
security is key to investment decisions. They want long-term
assurances that there will be water and in return, they will
make long-term investments, which are good for job creation
and economic growth.

The Master Plan’s programme of action focuses on the ‘3 Is’
that are recognised as the core of water security:

> Institutions (Water boards, CMAs efc.): The delegation
of some of the activities of the Department of Water and
Sanitation such as the development and operation of
major infrastructure systems, the regulation of the use
and protection of water resources, as well as support for
municipalities, fo new specialised organisations

> Investment (infrastructure funding and capital private
finance): Infrastructure investment must be guided by our
strengthened long term planning capabilities to unlock
economic growth.

> Information: (Strengthen the information system and
networks to be more inclusive, thereby ensuring co-operation
of sector institutions and their users. We want to make South
Africans more protective and proactive in safeguarding water
security. Water should be everyone's business.

What must be added as the fourth priority is Transformation,
particularly because the water sector has, over the past
20 years, failed to deliver on its mandate for water allocation
reform, or the reallocation of water to black water users.
This, along with land reform, remains a major challenge facing
the country, and one that must be addressed.

The Department of Water and Sanitation and water boards
are responsible for the planning and delivery of bulk water
services fo municipalities, which in turn have been mandated
by legislation to reticulate and deliver basic services to
communities. This model continued to experience challenges
in the past year. The reform in the laws that govern water in
South Africa and proper capacitation of municipalities remain
critical in addressing these challenges.

Umgeni Water is to be commended on the quality of water
delivered to municipalities and progress made with bulk
water infrastructure developments, for both economic growth
and increasing access to rural areas. During 2019/2020
Umgeni Water completed the construction and successfully
commissioned the uMshwathi Regional Bulk Water Supply
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Scheme and the Nungwane Raw Water Aqueduct.
The uMshwathi Regional Bulk Water Supply Scheme scheme
was funded by both the Department and Umgeni Water. This
is a key regional bulk water supply scheme in support of water
security in, uMgungundlovu and iLembe District Municipalities.

Umgeni Water continued with its efforts to provide access
to water services to the communities and citizens that were
previously unserved through infrastructure development.
Key infrastructure projects that were at advanced stages
during this reporting period, included: the construction
of the Maphumulo Bulk Water Supply Scheme Phase 3,
and defailed design of the Lower uMkhomazi Bulk Water
Supply Scheme. Umgeni Water has made good progress in the
past year and has steadily moved all of these projects forward
in order fo increase the water footprint in a sustainable manner.

Water supply security is crucial for the region as we deal with
a future that needs water resources that are more resilient
to erratic weather patterns. The Department complements
Umgeni Water in its bulk supply projects through national
water resource developments initiates. Key water resources
projects of relevance that are currently underway include
the raising of the Hazelmere Dam and detailed feasibility
for the uMkhomazi Water Project, a critical project for the
long term needs of the economic hub of the Province of
KwaZulu-Natal. Water resource development is an important
solution fo close the water gap projected for South Africa
between supply and demand, and the Department will continue
to forge partnerships in this regard.

Pollution by sewage and trade effluent remains a big problem
in our catchments countrywide. During this reporting period,
Umgeni Water encountered significant delays with the upgrade
of the Darvill Wastewater Treatment Works. The construction
of the Mpophomeni and Trust Feeds wastewater treatment
works is in progress. All three wastewater treatments works
are located within the Umgeni catchment. When complete,
the upgraded Wastewater Treatment Works will sustainably
serve the Msunduzi Municipality and uMgungundlovu District
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Municipality respectively as part of a strategy to ensure there
is sustainable bulk sanitation into the future, whilst ensuring
infegrity of the water value chain.

Water and sanitation serve as an important means of uniting
South Africa through alleviating poverty, fuelling economic
development and creating employment. Umgeni Water has
contributed to job creation and economic transformation
during this reporting period, through its successful capital
infrastructure development programme and implementation
of several other programmes that are developing young
professionals and women employees.

Umgeni Water as a state-owned entity remains responsive
to the Developmental Agenda of the Republic, whilst
maintaining principles of good leadership and ensuring
economic transformation, service delivery excellence and
financial sustainability.

The entity’s Executive Management, guided by the Board
successfully implemented the strategy and ensured that
Umgeni Water met its performance and financial targets for
the year. | wish to thank the Umgeni Water personnel for the
competent, steadfast and resilient manner in which they serve
the entity to achieve these results.

In the coming period, | commit myself and the Department to
continue to provide the necessary shareholder support and
policy guidance to Umgeni Water, and the entire water sector.

L N Sisulu, MP
Minister of Human Settlements, Water and Sanitation
10 February 2021
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S CHAIRPERSON'’S
=" REPORT

BULK POTABLE WATER TREATED AND
SUPPLIED FROM 17 WATER TREATMENT
WORKS SYSTEMS, TOTALLED 509 MILLION
MR. MAGASELA CUBIC METRES (1 335ML/D) FOR THE YEAR,
MZOBE AN 8% INCREASE FROM THE PREVIOUS
YEAR (472 MILLION CUBIC METRES
CHAIRPERSON OF THE BOARD OR1 294ML/D IN 2019).
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Extraordinary times call
for extraordinary measures

As | began writing this review for Umgeni Water's Annual

Legislative imperatives that
inform content and public
dissemination of annual

perform reports

Warm Greetings from the Board of Umgeni Water. Another
Financial Year of Umgeni Water has come to an end, and it is
time again to report on performance against pre-determined
targets contained in Umgeni Water's strategic plans.
This synopsis of activities and outcomes, for the period
1July 2019 — 30 June 2020, and reported under the Annual
Report theme Enabled and Innovative Growth will enable
the Executive Authority and other stakeholders to conduct a
thorough evaluation to determine the extent to which Umgeni
Water has been able to add value to the developmental
agenda of our Government.

Itis a legislative requirement of the Public Finance Management
Act No. 29 of 1999 (Section 40 and Section 55), as amended,
and of the Water Services Act No. 108 of 1997 Chapter
VI (1, 2 and 3) and Chapter 44 (1, 2 and 3), as amended,
that the Annual Report of a Water Board contains sufficient
information for interested parties to assess performance
thoroughly. Information requirements are clearly stipulated
under this legislation. The information requirements are:

> Good quality data pertinent to performance in
service delivery;

> Implementation of capital projects;
> Extent of achievement of economies of scale; and

> Financial matters and accounts that are audited reports

After perusing the contents of this annual performance report
in my capacity as the Accounting Authority, | am convinced that
the information stipulations of the Public Finance Management
Act (1999) and the Water Services Act (1997) have been met
and even exceeded in some instances. A further legislative
prerequisite (Chapter 44 of the Water Services Act) that the
12-month report on activities must be accessible to the public
will be met in the weeks ahead when presentations containing
a synopsis of performance are shared with stakeholders,
including the media and civil society formations.

Report 2019/20, our country, together with 215 other nations
and ferritories, remained in the grip of a coronavirus and
COVID-19 crisis. Umgeni Water was not spared. Infections
were also recorded within our organisation, but control
measures that were implemented in March 2020 and rapid
response strategies that were activated when COVID-19
positive cases were confirmed had been highly effective in
preventing proliferation, thus ensuring business continuity
and uninterrupted provision of essential services.

At this point, before | comment on key performance highlights,
challenges and the road ahead, | want to deal briefly with
this medical emergency that has sent the world into tailspin,
leading to stagnation of economies, meltdown of financial
markets and loss of hundreds of thousands jobs globally.

Umgeni Water, under the political leadership of the Minister
of Human Settlements, Water and Sanitation and the Board,
rose above the limitations of prevailing conditions, accepted
that our organisatiion was operating in abnormal times
and implemented measures fo ensure business continuity.
Interruption of services was not an option. Some of the effective
measures implemented were restricting access to water treatment
and wastewater sites by service providers and consulfants;
physical distancing in the workplace; constant monitoring of
staff for symptoms of cornonavirus; sirict adherence to the
mandatory number of employees permitted in the workplace
under lockdown restrictions. This has worked: our municipal
customers received — and continue fo receive - an uninterrupted
supply of potable water during Levels 5, 4, 3 and 2 of the
lockdown and wastewater treatment plants continue fo operate,
albeit under protocols that are vital fo preserving health.

Any form of less stringent mitigation action as a response
would have had serious consequences for consumers who
are, and remain, reliant on water to ward off the virus.
Umgeni Water, a strategic partner of Government and a
caring corporate citizen, did not let down the people it
serves, especially when they needed Umgeni Water most.

The tough actions and uncompromising stance adopted to
protect employees and infrastructure were the outcomes of
realisation that our country was entering unchartered territory,
or more precisely the unknown. This also called for inspiring
leadership to manage staff anxieties and fears that are generally
prevalent in turbulent times. The underlying need was for
staff to join the journey of hope that was initiated within the
organisation to keep morale high while remaining focused
on executing work commitments and staying healthy and safe.
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Unfortunately, the construction industry has been, and remains,
among numerous other sectors as casualties of the rampant
spread of the virus and the containment-focused national state
of disaster. The initial hard lockdown and stringent restrictions
brought work 1o a standstill for approximately eight weeks.
As the economy began opening up in a phased approach,
construction activity resumed on 1 June under Level 3
lockdown, although with reduced number of workers on
site. The cumulative effect of this and disruption of global
supply chain processes that make it possible for importation
of parts and equipment to occur will be delays in completion
of some projects under implementation for Umgeni Water.
Escalation of completion cost is also a possibility because of
the downtime that was experienced by contractors.

The crisis is not over yet, but the Board of Umgeni Water
can confidently say that there is a battle plan to secure the
health of staff, protect lives, keep potable water flowing and
safeguard the environment and downstream communities
through continued proper operation, maintenance and
management of wastewater freatment plants.

Overview of the Environment:
Political, Social, Economic and
the Water Sector

The reporting period coincided with two significant events
in contemporary history of South Africa. On 26 June 1955,
the Freedom Charter was adopted at the Congress of the
People in Kliptown, Soweto. The year 2020 marked the
65™ anniversary of the Freedom Charter, which espouses all
of the values our country’s Constitution enshrines, notably a
non-racial society, equality for all and access to basic services
by all South Africans. The other major milestone in our
country’s history was the beginning of talks 30 years ago for
a new system of government following the announcement of
release of political prisoners and the end of apartheid. Umgeni
Water cherishes the contribution of our country’s liberation
struggle leaders in making a new political order possible,
and it will continue to implement initiatives and projects in
support of our Government's objectives for a developmental
State that promotes and entrenches equity.

It is certainly welcome to see that increased impetus
in transformation of our country in all its spheres,
underpinned by the principles of the National Development
Plan, has been set as a priority for the new decade.

There are numerous programmes and actions driven at the
highest level of Government that have been implemented
to achieve greater equality, away from a legacy that had left
this country deeply divided and the majority of its people
disadvantaged. There are no quick fixes, but roll out of
services is gaining momentum. This painstaking exercise is
infended to produce a complete break from the past that is
so urgently needed for citizens, especially the historically
disadvantaged, 1o be able to experience the values that are
enshrined in our Bill of Rights.

The 1992 publication Managing for the Future was ahead of
its time, in the context of South Africa, with this extract which
reads: “To get at the new and better, you have to throw out
the old, outworn, obsolete, no longer productive, as well as
the mistakes, failure and mis-directions of effort of the past.”

Transformation can often be stifled by push back, but it
must be pursued relentlessly, even if a radical approached
is required fo achieve the desired goals.

Umgeni Water stands firmly behind our Government and
it will enthusiastically support all initiatives to give tangible
meaning fo a just and equal society and to ensuring that
marginalised communities have access fo basic services and
to the mainstream economy of our country.

In line with the national transformation agenda, 10 priority
areas have been identified by our Government for accelerated
implementation. They are:

> Reformation of the economy so that job creation is infensified
and more opportunities are opened up to communities
denied access in the past;

> Enhancement and extension of education so that it becomes
accessible to more learners and that it is also able to provide
skills that will be required in future;

> Increased emphasis on skills development at institutions of
higher education;

> Consolidation of the social wage through reliable basic
services, including easier access to quality health services;

> Spatial integration;

> Provision of decent human seftlements;

> Properly functioning and effective local government;
> Social cohesion;

> Safe communities; and

> A capable and an ethical developmental State.
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These apexes will drive transformation through the entire
fabric of society, heralding in change that will position political
tolerance, an integrated citizenry, an educated and prosperous
nation, service delivery by entities of State and access to
services by citizens as the catalyst for a fast changing and
resilient South Africa.

It has certainly not been the best of times for our country’s
economy, which, from a relatively stable first half of 2019,
entered a recession towards the end of the same year.
This was followed by two downgrades of South Africa’s
sovereign rating, first by Moody’s on 27 March 2020 and
followed by S&P on 29 April 2020. Various reasons were
given for these downgrades, including a slowdown of the
domestic economy, rising debt and the impact of COVID-19
on public finances. The reasons advanced are not peculiar
to South Africa; in fact, the most developed and advanced
economies of the world have been plunged into a state of
disarray following the worldwide outbreak of the virus. In line
with other entities of State and some private sector companies,
Umgeni Water's rating has also been adjusted in response
to the sovereign ratings.

The decisions of these ratings agencies and their timing are
unfortunate, as they will undoubtedly hamper efforts being
made fo reignite our country’s economy and intensify the
roll of a national infrastructure development programme
that is targeted at creating mass jobs and increasing access
to services. Infrastructure implementation requires funding
from external sources, including foreign financial institutions.
Sovereign sub-investment grade ratings allocated to South
Africa by both agencies will simply make borrowing

more expensive.

South Africa has weathered, and successfully emerged from,
many catastrophic events in the past. It will overcome the
current medical disaster, stronger and with greater experience
in management and mitigation of future pandemics.

The building blocks for infensified economic resurgence have
been identified in a National Treasury study, which warns that
low growth and simultaneous rising unemployment could mean
that South Africa’s economic trajectory will not be sustainable
in the absence of effective and urgent interventions. More
importantly, State-owned entities, including Umgeni Water,
have a crucial role in the success of these interventions. These
are the inferventions — or building blocks — for a transformed
economy, as identified in the National Treasury study:

> Modernising network industries;

> Lowering barriers for entry and addressing distorted patterns
of business ownership through increased competition;

> Priority labour-intensive growth;
> Promoting export; and

> Implementing focused and flexible trade policy.

There is an ominous warning in the National Treasury
study — with which Umgeni Water fully concurs — that our
country will not be able to sustain inclusive economic growth
and economic transformation if severe water constraints
occur. Umgeni Water has repeatedly expressed this view in
articulating the urgency for implementation of the uMkhomazi
Water Project. This scheme, one the largest investments to be
a made in water infrastructure in South Africa at an estimated
cost of R25 billion, is required for the Western Aqueduct of
elhekwini Metro. It is already long delayed, despite its urgency
to prevent water shortages, water restrictions and constraints
on industrial and business development and job creation within
the eThekwini region. The Board of Umgeni Water is delighted
to learn that the uMkhomazi Water Project has now been
designated as a sub-project of Strategic Integrated Project
(SIP) Number 19 (Ecological Infrastructure for Water Security).
An announcement to this effect was made in the Government
Gazette of 24 July 2020 by the Department of Public Works
and Infrastructure on behalf of the Presidential Infrastructure
Co-ordinating Commission Council. Designation of the
uMkhomazi Water Project as a SIP is in ferms of Section 8
(1) (a) and Section 7 (1) of the Infrastructure Development Act,
as amended (Act Number 23 of 2014), and it is closely aligned
to the National Development Plan’s road map for sustainable
economic development. This means that the uMkhomazi Water
Project will receive priority for implementation.

Predictions of water shortages occurring countrywide in
the next 10 years are made by the World Bank 2030 Water
Resources Group, which says in a report that demand in
South Africa is expected to rise by 17.7 billion cubic meters,
against availability of 15 billion cubic meters. This will leave a
deficit of 2.7 billion cubic meters, or 17%. Invariably, water
shortages result in higher cost of conveyance of water, both
to municipalities and consumers.

Two factors are likely to exacerbate the problem: non-revenue
water, of which leaks in municipal systems are a significant
component, and inadequate investment in infrastructure.
While there are numerous technical solutions to water loss,
such as fixing of leaks that could save 32% of water supplied
to municipalities, a holistic approach is required to avert a
potentially debilitating situation. This approach will require
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tough trade-offs among agriculture, industry, power generation
and large and growing urban nodes. The second draft of
the National Water Resource Strategy of the Department of
the Water and Sanitation acknowledges that success will
depend on how effectively Government is able to work with
the multitude of stakeholders in the water value chain.

Current water resource management, the dilapidated state of
some schemes and projections of water shortages occurring
by 2030 illustrate the need for a comprehensive strategy for
investment in water resource development and bulk water
supply and wastewater management. The question that needs
to be probed: Is the Independent Power Producer (IPP)
model — or non-utility generation — suitable to adopt for
future investment in and management of water infrastructure?

Annual Performance 2019/2020:
Fine-tuning the Strategy and
Preparing for the Future

This report captures key performance outcomes that have
been crucial to giving meaning to Umgeni water’s expansion
programme that is underpinned by Enabled and Innovative
Growth, an overarching strategy that focus on how new
business will be generated and managed while the existing
customer base remains ring-fenced. Fundamental to Enabled
and Innovative Growth is the elimination of risk through a
phased and measured approach to developing new business
that will be preceded by thorough due diligence investigations.

In the next decade and as a medium-ferm outlook, Umgeni
Water will be consolidating and increasing the services and
products it offers fo its seven existing customers, namely
eThekwini Metro, Msunduzi Municipality and iLembe,
Ugu, uMgungundlovu, Harry Gwala and uThukela District
Municipalities, and an additional Water Services Authority
with which it has signed an agreement, the King Cetshwayo
District Municipality. In respect of the current pandemic, three
key factors will undoubtedly influence financial performance.
They are how long COVID-19 is expected to remain at its current
magnitude, its serious economic impact through closure of
vast areas of the economy and accompanying unemployment.

As the financial year drew to an end, an intensive review of
existing strategy was conducted in order to ensure it is neatly
aligned to organisational growth objectives and is able to
adequately translate info action a Board directive that Umgeni
Water increases its presence throughout the water value chain
(source-sea-source). Apart from Umgeni Water expanding its
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customer base, its entry info new markefs will ensure both
security and sustainability of future water supply throughout
the Province of KwaZulu-Natal.

In essence, the underlying message is that the arrival of the
new decade has brought with it a new approach that says
providing services in fragmented parts of the Province is not
a practical approach to making Universal Access to Water
possible. Umgeni Water has to be a Water Services Provider
to all of KwaZulu-Natal's Water Services Authorities in order o
support the developmental agenda of our Government and
empower our Minister and Shareholder with a programme that
will illustrate water security and reduction of water backlogs
are part of Umgeni Water’s planning processes.

The revised strategy of Umgeni Water is forward-looking to the
year 2050. It is segmented into three parts of a decade each:

> 2020 - 2030 is the Decade of Consolidation in which
customers will be served sustainably while new products
and services will be available to support increased coverage
within the existing service area;

> In the years 2030 — 2040 Expansion will be the focus: the
objective is to develop and increase access to all 14 Water
Services Authorities in KwaZulu-Natal; and

> 2040 — 2050 is the period of Affirmation in which the
aim is fo be the only water and related services provider to
the coastal provinces, in line with the National Development
Plan. In this decade closer ties will be forged with the
African continent, performance against the United
Nations’ Sustainable Development Goals assessed and
closer alignment with Agenda 2063 (Africa’s masterplan
to transform the continent into the global engine of the
future) will take place.

The road map to the future has been clearly defined, and the
pillars that support it have been revised and given additional
meaning. The new Vision signals a fundamental shift from
where Umgeni Water had been, to where it wants to be. That
change encompasses positioning Umgeni Water globally as
a world-class entity that performs outstandingly among the
world’s best in water resource management and provision
of water services that is reliable, continuous and affordable.

Accompanying this change is the imperative need to create
top-of-mind presence of the Umgeni Water brand. This has
been done with the adoption of a new opening line that says
“Think Water; Think Umgeni Water”, which is being used
extensively in all Umgeni Water communication platforms
and official documentation.
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Umgeni Water is ready for the future and where required,
it will capacitate Water Services Authorities with requisite
expertise, skills and extensive experience in water services
provision and wastewater freatment it has gained in 45 years.

The past financial year also produced some positive results in
collaboration with, and support for, major stakeholders, despite
sometimes difficult conditions. The mass roll out of emergency
water services at high-density informal settlements by the
Department of Water and Sanitation, under the leadership
of Minister Lindiwe Sisulu, was supported by Umgeni Water
through ensuring that an adequate and uninterrupted supply
of water was available to customers. Umgeni Water also
responded to a call by Minister Sisulu for water boards to
assist municipalities that are facing challenges with water
services provision. In this instance, a service level agreement
has been signed with the leadership of King Cetshwayo
District Municipality. Umgeni Water will begin by rehabilitating,
refurbishing and upgrading dilapidated infrastructure that is
the source of an erratic supply of water within the District.

Umgeni Water’s entry into King Cetshwayo District is in line
with the Universal Access Plan, which identifies the road map
to ensuring all citizens of KwaZulu-Natal have easy access to
safe and a reliable supply of water, and to Umgeni Water's
strategic objective to make its expertise available so that
municipalities are able to overcome challenges with water
services provision.

The Executive Management continue to work with two other
Water Services Authorities, namely Ugu and Harry Gwala
District Municipalities, to finalise plans for assistance that
will enhance water availability and supply. A pipeline is to
be implemented by Umgeni Water to transfer water from
Weza Dam to drought-affected Harding Water Works for
treatment and supply to the town of Harding, within Ugu
District. Agreement has been reached with Harry Gwala
District Municipality for Umgeni Water to operate and
manage the Water Treatment Works in Kokstad on behalf of
this municipality.

Some Key Performance Areas and
Alignment to Macro Strategies

A feature of outstanding performance is reflected in a turnover
of 4.2bn and surplus of 1.3bn; achievement of excellence
in drinking water quality, in conformance with the South
African National Standards 241: 2015 for drinking water
quality; on-going skills enhancement of staff in structured
training programmes that are focused on diversification of
skills that will allow employees to apply for other positions

within the organisation. Numerous community outreach and
uplifiment initiatives that were implemented through Corporate
Social Responsibility funding and King Cetshwayo District
Municipality’s appointment of Umgeni Water for 15 years
to operate also underline the ethos of an achieving entity.

In respect of King Cetshwayo District Municipality, as a start
a comprehensive assessment is being conducted by staff of
Umgeni Water to determine what bulk water infrastructure
exists, the state of this infrastructure and what infrastructure
will be required in order to enhance assurance of supply and
extend water services fo inadequately served communities.
The next step will be the process of refurbishing, rehabilitating
and upgrading of infrastructure, some of which is in a poor
state as a result of lack of maintenance by the previous
service provider. The longer-term objective is to provide new,
ultra-modern schemes that will make a significant difference
to service delivery.

It is unfortunate that at the end of the contract of the previous
service provider there was vandalism and destruction of
existing infrastructure, apparently by former employees of the
outgoing company. Nobody benefits from such wanton acts
that are now pointing to sabotage. All it does is it increases
the cost of maintenance and repairs - and invariably the cost
of drinking water - and contributes to supply failures.

On the subject of infrastructure development and security
of future supply, progress continues to be made with two
major schemes. They are the uMkhomazi Water Project and
the Lower uMkhomazi Bulk Water Supply Scheme. Both will
collectively cost approximately R30 billion, create hundreds of
jobs, significantly contribute to Black Economic Empowerment
and give a massive boost to the construction industry at a
time when it needs it most.

The Lower uMkhomazi scheme will ultimately secure water
supply for approximately 500 000 consumers in eThekwini
and Ugu, from Amanzimtoti to Hibberdene, while the larger
uMkhomazi is needed for eThekwini and will result in a situation
in which water in the Upper Mgeni System will be freed for
additional supply to Msunduzi and uMgungundlovu.

For the year ended June 2020, investments totalling
R857 million had already been made in the construction
of new projects, rehabilitation and upgrade of existing
infrastructure. The cumulative outcome of this was job creation,
empowerment of Black-owned and women-owned business
enferprises and provision of vital support to local economies
through procurement of goods and services. Security of water
supply was also enhanced.
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Other major developments in this period included
presentation of Umgeni Water’s bulk potable water tariff
for FY 2020/21 to municipalities at a formal engagement
session and separate engagements with all seven customers
on strategically important matters, among them the status of
water resources, infrastructure projects for development to
support their reficulation systems and an ongoing, and now
serious, problem relating fo encroachment onto servitudes
that house bulk infrastructure. Two other crucial exercises
were also undertaken in this period: an engagement with
municipalities that are in arrears in payment for potable water
and other services provided, in order to assist with formulation
of payment plans and a briefing to the Conservation and
Environmental Affairs Portfolio Committee of the KwaZulu-Natal
Provincial Legislature on spills from the Mpophomeni Pump
Station that made their way into Midmar Dam.

These spills caused a frenzy of social media activity as a
result of disinformation and misplaced concerns; the spills
were effectively managed by Umgeni Water, preventing
serious water pollution in the dam. It is important fo note
that as a responsible corporate citizen with a strong ethos
of environment protection and respect for the environment,
Umgeni Water does everything possible and within its means
to keep the source of its vital production material — raw
water - pristine through various initiatives, including catchment
management and detection of effluent discharges. It is not
in the inferest of Umgeni Water fo abstract and treat water
that is heavily contamination; bad quality water increases the
cost of purification.

There should be no hesitation in acknowledging that Umgeni
Water is part of a wider society in which it provides its services;
consequently it makes significant investments in infrastructure
and ensures, at the same time, that the water it supplies is
affordable and it continues to operate as a going concern.
This is evident by the fact that the profit it has posted will
be deployed, among others, to keep future bulk potable
water tariffs at affordable levels, pay off debt and provide
high-volume potable water and wastewater infrastructure that
are vitally needed.

Potable water infrastructure is needed so that municipalities
are able to enhance security of water supply and extend
water services to un-served and under-served communities.
Properly functioning wastewater freatment plants are crucial to
reducing risk to public health and damage to the environment.
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In everything Umgeni Water does, it seeks to ensure that
there is alignment between its work and the programmes of
Government. Performance results contained in this Annual
Report are deliverables identified in the organisation’s
Five-Year Corporate Plan and in the Shareholder Compact
it has signed with the Minister of Human Seftlements,
Water and Sanitation. Therefore, projects that are implemented
by Umgeni Water support the developmental agenda of
the Government and strategies and programmes focused
on improving the quality of life. These strategic objectives,
plans and programmes include:
> The Medium-Term Strategic Framework (MTSF: 2019/24)
or implementation plan towards achieving priorities of the
National Development Plan 2030;
> MTSF outcomes pertaining fo health, economic growth and
employment, skills development and infrastructure provision.
Umgeni Water makes a contribution to these outcomes in

numerous ways,

> Socio-economic development, water and water sector-
related priorities of Government;

> National Water Resources Strategy 2 (NWRS 2); and

> National Water Resources and Sanitation Master Plan.

Corporate Governance: Board
Performance, Audit and Ratings

Until 31 July 2020, Umgeni Water had a full and permanent
Board that was appointed in May 2019 by the then-Minister of
Water and Sanitation. Following discovery of non-compliance
in respect of national cabinet protocols pertaining to Board
appointments, the Minister of Human Setftlements, Water
and Sanitation has since dissolved this Board and replaced
it with an Interim Board. The Interim Board will serve until a
new permanent Board is appointed, after due processes and
national cabinet protocols are followed. The Interim Board
has powers, responsibilities and oversight functions of a
fully-fledged Accounting Authority, therefore, full conformance
to all aspects of corporate governance remain infact.

In the period under review, Board and Board Committees’
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).

In the year ahead, the Board will continue to fulfil its
commitments as the Accounting Authority and provide
leadership and strategic direction in various focus areas.
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As a significant outcome, following a rigorous auditing
process, Umgeni Water received an unqualified audit
opinion from the Auditor-General. In the year under review,
Fitch affirmed Umgeni Water’s long-term and senior
unsecured ratings at AA+zaf and short term rating at F1+zaf.
The affirmation reflects stability in the organisation’s standalone
profile from its stable operations.

Standard and Poor’s also reaffirmed their ratings for Umgeni
Water at zaAAA for longterm and zaA-1+ for shorf ferm.

There was adherence fo corporate governance requirements,
including compliance with the Water Services Act (Act 108
of 1997), internal policies and King IV Code of Governance
Principles. Umgeni Water’s commitments as per Bulk Supply
Agreements with its customers were met through consistent
provision of safe drinking water without protracted supply
failures occurring, and commissioning of some infrastructure
enhanced assurance of supply or made it possible for
them to extend water services to formerly un-served or
under-served areas.

Accolades and Achievements

The work Umgeni Water is doing in supporting socio-economic
development, alleviating inequality in basic water services
provision and reducing the impact of poverty has not gone
unnoticed: in November 2019 the much sought-after Nedbank-
Pietermaritzburg-Midlands Chamber of Business award for
a high performing State-Owned Business Enterprise was
made to the Umgeni Water in recognition of ifs catalytic role.
That was a proud moment and it will be remembered for the
value representatives of the financial sector and business place
on endeavours fo lift our country from the current economic
difficulties it is facing. The award is also a fribute to the hard
work, dedication and resourcefulness of Umgeni Water's staff.

Umgeni Water had a crucial role in water summit that was
organised by customer iLembe District Municipality and held
in Ndwedwe. Water challenges being experienced in iLembe
District, including backlogs and supply interruptions, formed
the focus of discussions at this meeting in which the political
leaderships of iLembe District Municipality and Ndwedwe
Municipality and civil society formations participated to try fo
find quick solutions to the challenges that are being faced.

Political leaders of iLembe who spoke about the importance
of eradicating backlogs within the District and the need to
improve service delivery. At the time of convening of the Water
Summit, 61622 households in iLembe — or 32.2% - did not
have easy access to safe drinking water. The municipality’s
target was to reduce this backlog to 56 855 households — or
29.7% - in Financial Year 2019/20.

The absence of adequate and modern infrastructure
has resulted in a situation in which iLembe has to spend
approximately R40 million per year on water tankers to deliver
water to communities. Umgeni Water has made significant
investments in the District, among them in the Lower Thukela
Bulk Water Supply Scheme.

A presentation by Umgeni Water dealt extensively with
progress with projects being implemented for Ndwedwe,
future water security plans for Ndwedwe and mitigation
measures that have been implemented to deal with operational
challenges. The audience was satisfied with the plan that
was presented by Umgeni Water to improve infrastructure
performance and also support the Water Services Authority
to reduce the extent of water supply interruptions, which had
led to numerous community-driven protests. The water summit
served fo quell community concerns and anger through
sharing of information related to projects.

One of the sirategic focuses of Umgeni Water is fo further
strengthen its presence in the global water sector. In line
with this, Umgeni Water had a high-level presence at World
Water Week, held annually in Stockholm, Sweden, from
25 — 30 August 2019. Attendance of this prestigious event
opened many doors for Umgeni Water in that it participated in
solution-seeking sessions convened to deal with infernational
water crises or challenges, share thinking on innovation
and creativity in water resource development and establish
bonds with entities across the Africa, the European continent
and the Americas. The theme of event, Water for Society —
Including All, is closely aligned to the Universal Access Plan,
developed by Umgeni Water as a road map for extension
of water to indigent and marginalised communities that have
been appealing for this necessity for many decades.
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The Road Ahead: Opportunities,
Challenges and Risks

It is with a sense of optimism and confidence that the Interim
Board of Umgeni Water has begun the new financial year.
Changes being envisioned and direction provided by the
Executive Authority hold exciting prospects for the future
of the sector. Engagements with the Minister and Deputy
Minister of Human Setftlements, Water and Sanitation have
been both amicable and constructive, leaving the Interim
Board convinced that there will be similar healthy exchange
of ideas on how to manage or overcome challenges facing

water sector institutions.

These challenges include how to give impetus to extension
of water services and provision of decent sanitation while,
at the same time, protecting our scarce water resources. It is
becoming increasing clear, as sector institutions forge closer
ties with the Ministry, water boards themselves will begin
entrenching the close collaboration they have established
across the sector and speak with unison on many sector-
related issues.

The Board is ready and available to partner with the Department
of Water and Sanitation in initiatives that will result in
safeguarding of water resources and infrastructure used
to store, treat and distribute it. To this end, the Minister has
disclosed plans to digitise the department’s assets, prepare
new regulations for water conservation and the appointment
ofa regulafor to oversee State-owned water resources, water
resources that are in private hands and matters relating to
water pricing. This is most welcomed and when the matter
of water being held privately is addressed, it will result in
equitable access to water.

Opportunities for engagement with all major stakeholders in
national, provincial and local governments are now immense
and this will be followed through with enthusiasm in an
effort to identify new areas for co-operation, partnerships
and support. High-level engagements with all categories of
stakeholders were also successfully concluded in 2019/20,
existing relations cemented and new relations established.
At national level, interactions will continue with the Department
of Water and Sanitation on the subject of provision of
additional grant funding for rural development projects.

Other engagements will continue to take place in the context
of South Africa’s Nine-Point Plan, which requires, among
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others, that water and sanitation be positioned as catalysts
for economic growth. The water and sanitation component of
the Nine-Point Plan will be explored with a view to securing
collaborative efforts in giving impetus to economic growth.

As part of its strategic initiatives, Umgeni Water is already
giving meaning fo the aspect of the Nine-Point Plan that deals
with economic empowerment. In this regard and as part of
its commitment to fast track radical economic transformation,
the organisation continues to vigorously implement business
enterprise development. The requirement that main contractors
on projects allocate a minimum of 35% of contract value to
targeted Black-owned businesses remains in place.

An area of concern is what appears fo be an increasing
tendency by some construction companies to resort to
court action to halt the awarding of tenders/contractors for
which they had unsuccessfully bid. This has occurred with
at least four major and vital projects, setting back start of
construction several months. While it remains the option,
right or prerogative of any company to pursue such action
if aggrieved, it must be remembered, at the same fime,
that completion of crucial infrastructure projects, such as
potable water provision and wastewater treatment, is delayed
which ultimately impacts on municipal service delivery, on
consumers, on households, on business, on industry and on
the Government service sector.

Strategic Priorities
in the Year Ahead

It is envisaged in the new financial year Umgeni Water’s
growth and expansion strategy, now clearly articulated in the
Corporate Plan 2020/21 — 2024/25 and Strategy Vision
2050, will be rolled out with agility. The growth and expansion
strategy has been both refined and finetuned to give it
increased focus. A heavy concentration in the year ahead and
beyond will be on consolidating and increasing penetration
info existing markets through offerings of new products and
services and on negotiating to operate and manage schemes
in areas where Umgeni Water has not had a presence. It is
important fo note that through official proclamation, Umgeni
Water is now able to conduct its business in any or all parts of
KwaZulu-Natal, where feasible and required. That, then, does
not rule out the possibility of discussions being opened with
non-customer WSAs to ascertain their product and service
needs and their inclination towards Umgeni Water becoming
their service provider.
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A natural extension to collaboration and partnerships with
municipalities flows from the District Development Model,
a strategy of Government to integrate service delivery at
District level to bring it in line with priorities of Government.
It also seeks to ensure that service delivery is fast tracked
and municipalities are adequately resourced to carry out
their mandates. This is both a practical and novel approach
to provision of services that will remove the element of
fragmentation between Local and District structures of
municipalities, and position service in an integrated approach.
One of the benefits of this is unnecessary duplication will be
removed and service provision streamlined.

Umgeni Water, as a provider of an essential service through
potable water distribution and wastewater management, will
have a vital role to play in the efficient implementation of
the District Development Model. This will form a key part
of engagements with municipalities in the year ahead. It is
also a strategic area of service provision that will require
workshopping between structures of local government and
utilities that provide bulk products in order to develop a
blue print for implementation. Umgeni Water and other
bulk service providers are an inseparable part of the mix.
If implemented effectively, a major spin-off will be seen in
economic development across all spheres of the rural and
urban landscapes.

Umgeni Water is in a state of readiness to provide support
and capacity where required, especially among vulnerable
water sector institutions and municipalities. Another major
focus area in the new financial year will be close co-operation
with traditional authorities, including Amakhosi and the
Ingonyama Trust, in respect of planning of new housing
developments earmarked for traditional land. Collaboration
in this regard will assist municipalities and Umgeni Water
greatly in accurately projecting future water demand. At this
stage, new housing developments on traditional land are not
factored into planning, resulting in municipalities experiencing
significant spikes in demand.

Some Treasured Words
from Madiba

In conclusion, | leave you with these words by our former
President Nelson Mandela, an inspirational leader who provided
hope in our greatest hours and days of need. They are so apt
to the times in which we are living and when we are being
constantly reminded of how and why we — collectively as a
nation — have to adapt to a new normal in order to manage
the turbulence created by the novel coronavirus.

He said: “Change is unsetiling as it is painful. It cannot be
any different because change is movement. At times of
momentous developments when societies reach their high
noon, everything else becomes uncertain except for the
golden gate that must be reached — the goal of freedom.”

Yes, indeed, “golden gate” is what we aspire for, as measures
to control and mitigate proliferation of the coronavirus
are intensified.
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—= GHIEF EXECUTIVE'S
REPORT

BULK POTABLE WATER TREATED AND
SUPPLIED FROM 17 WATER TREATMENT
WORKS SYSTEMS, TOTALLED 509 MILLION
MS NOMALUNGELO CUBIC METRES (1 335ML/D) FOR THE YEAR,
MKHIZE AN 8% INCREASE FROM THE PREVIOUS
YEAR (472 MILLION CUBIC METRES
ACTING CHIEF EXECUTIVE OR1 294ML/D IN 2019).
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The past year has been fraught with challenges for South
Africa, and the water sector as a whole. This was as a
result of a combination of factors that included a sluggish
economy, a construction sector in distress and the resultant
impact of the uncontrolled spread of the novel coronavirus
(SARS-CoV-2). This situation dealt serious blows to the
organisation’s advances in rolling out water infrastructure
to extend access to safe potable water. In spite of these
challenges, Umgeni Water has demonstrated its resilience by
remaining steadfast in being a key partner to the Government
in providing innovative, sustainable, effective and affordable
water and related services.

Supported by the Board and the Executives, the entity delivered
plans, strategic initiatives, projects and programmes that yielded
successful results and outcomes during the year. These are
summarised af a high level per outcome in this section, with more
detail provided in the various chapters of this Annual Report.

Product Quality

Umgeni Water's core business of providing bulk potable water
to customers and providing water supplies fit for drinking
and domestic use, as well as for industry, was performed
exceptionally during this period. Of the 17 of the water treatment
works, 16 met the Excellent SANS 241: 2015 standard in all five
compliance categories. Interventions are already in progress
to address the slight non-compliance with the Operational Risk
Category at Ixopo Water Treatment Works (WTW).

The three water freatment works acquired from the uThukela
District Municipality are being progressively brought up
to the Umgeni Water operational standards, with various
process interventions in progress to improve water quality. The
challenges encountered with non-payment by the customer
has slowed down this process significantly and continuous
engagements are taking place to improve this situation.

Overall, compliance of the Umgeni Water bulk potable water
supply systems was excellent for the period under review.
The entity further ensured that wastewater was treated fo safe
levels in order to discharge back into water resources for
social, environmental and other downstream uses. Of the
nine Wastewater Treatment Works (WWTW) managed by the
entity, seven achieved greater than 90% compliance and two
achieved more than 80% compliance.

The progress of the Darvill Wastewater Treatment Works capacity
upgrade project was significantly hindered by the unfortunate
event of the contractor going into business rescue during the
previous year. However, significant progress has been made
in the arbitration process and the new construction confract
awarded. Construction was expected to start in July 2020,
with the new completion timeline set for 2022. The upgrade
is expected to result in improvements in the quality of treated

wastewater from this site. In order to maintain and enhance the
condition of core infrastructure that supports customer service
levels, the entity invested a tofal of R231 million (R225m in
2019) in maintenance of Water and Wastewater Treatment
Assets during this period. Maintenance investment has been
consistent over the past five years, with greater than 6.8% of
revenue and 2.6% of property, plant and equipment spent,
thereby continuing fo assure system reliability.

Customer Satisfaction

Bulk potable water treated and supplied from 17 water
treatment works systems, totalled 509 million cubic metres
(1 395MI/d) for the year, an 8% increase from the previous
year (472 million cubic metres or 1294Ml/d in 2019).

Bulk wastewater treated from nine wastewater treatment works
over this period amounted to 32 million cubic mefres (89MI/d)
for the year per annum (70 Ml/d), a 10% increase from the
preceding year (29 million cubic metres or 80MI/d in 2019),
which are at levels similar to the previous year. In the year,
there was an unplanned supply disruption of six supply days
in two of the 17 supply systems. The disruption at Maphumulo
WTW was as a result of a delayed power reconnection to
the national grid. Power was restored successfully and water
supply resumed at Maphumulo. As a mitigating measure,
back-up power is being installed at this water treatment works.
The disruption at Maphephetheni WTW was because of human
error. Appropriate disciplinary action was instituted in this
regard and the supply was restored successfully.

Customers are kept informed on progress of any interventions.
Umgeni Water continues to engage regularly with its customers
in line with service level agreements.

Stakeholder Understanding
and Support

There was regular engagement with a wide range of
stakeholders in the year. Stakeholders were also interested
in future assurance of supply, asset management,
capital infrastructure plans and future fariff charges, as well