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The Financial Plan reflects that the projected operating performance for the period 2010-2015 although positive, has been primarily affected by the following:

· Reduction in projected volume growth

The projected bulk water revenue has been revised downward, reflecting a combined reduction in revenue of R153 million, in years F’10 and F’11.

· Above inflationary increases in energy and raw water costs 

The estimated 30% increase in energy costs in the periods F’10 to F’13, has resulted in the total energy costs being projected to increase from R 45.2 million in F’09 to R 64.7 million in F’10 and to double to R 90.1 million in F’11.

The above inflationary increases for raw water costs are driven by the adoption of the Raw Water Pricing Strategy as well as the recovery of 0.444 cents per kilolitre of capital unit charge for the Spring Grove Dam from F’12 onwards.  The latter represents an overall increase of 186 % on the total raw water cost for that year.

· Impairment of assets
F’12 reflects a significant reduction in operating profit due to the R 331 million impairment for rural development projects. This impairment could be reversed or reduced should Umgeni Water’s application to the Department of Water Affairs for Bulk Infrastructure Grant Funding be successful.  

The operating cashflows are projected to remain strong, albeit with small annual reductions in the next three years due to the lower revenue and increase in operating expenses.

The R 3,078 million capital expenditure programme reflects the organisation’s commitment to water services delivery with R 1,091 million or 35 % to be spent on rural development projects. 

From a debt management point of view Umgeni Water has successfully provided for the full repayment of the UG65 bond of R 974 million in F’10 whilst successfully raising an eleven-year bond, UG21, for R 600 million.  The funding strategy also includes a R 350 million loan to be accessed from the European Investment Bank (EIB).  Umgeni Water will meet its gearing target ratios of 0.7 in F’10 and is expected to remain below the approved R 1.8 billion borrowing limit during the next five years.
12.1 Financial Planning Assumptions
Tables 12-1 to 12.4 show the assumptions used in the financial planning process.

12.1.1 Macroeconomic Assumptions
Table 12-1: Macroeconomic Factors

	
	Actual
	Approved Budget
	Forecast

	
	F'08
	F'09
	F'10
	F'10
	F'11
	F'12
	F'13
	F'14
	F'15

	 
	
	
	
	
	
	
	
	
	

	CPI *
	11.50%
	6.90%
	6.01%
	5.10%
	5.70%
	5.50%
	5.40%
	5.40%
	5.40%

	 
	
	
	
	
	
	
	
	
	

	PPI **
	
	
	
	
	
	
	
	
	

	Average
	14.30%
	-4.10%
	5.95%
	5.90%
	6.10%
	5.20%
	5.20%
	5.00%
	5.00%

	% Adjustment
	
	
	2.50%
	0.00%
	2.50%
	2.50%
	2.50%
	2.50%
	2.50%

	Revised average
	14.30%
	-4.10%
	8.45%
	5.90%
	8.60%
	7.70%
	7.70%
	7.50%
	7.50%

	 
	
	
	
	
	
	
	
	
	

	Interest Rate ***
	
	
	
	
	
	
	
	
	

	Short-term 
	10.93%
	7.58%
	7.27%
	6.75%
	6.53%
	6.92%
	7.34%
	7.60%
	7.84%

	Spread
	0.35%
	0.35%
	3.00%
	2.50%
	2.50%
	2.50%
	2.50%
	2.50%
	2.50%

	 
	11.28%
	7.93%
	10.27%
	9.25%
	9.03%
	9.42%
	9.84%
	10.10%
	10.34%

	 
	
	
	
	
	
	
	
	
	

	Long-term 
	8.48%
	8.47%
	8.06%
	8.84%
	9.08%
	9.56%
	9.80%
	10.28%
	10.28%

	Spread
	0.65%
	1.50%
	2.90%
	2.00%
	2.00%
	2.00%
	2.00%
	2.00%
	2.00%

	 
	9.13%
	9.97%
	10.96%
	10.84%
	11.08%
	11.56%
	11.80%
	12.28%
	12.28%

	
	
	
	
	
	
	
	
	
	


	*
	Consumer price index (CPI) levels are based on information received from the Bureau for Economic Research (BER), as at March 2010.

	**
	The forecast production or producer price index (PPI) rates, per the BER, have been adjusted upward by 2.5 % from F’11.

	***
	Interest Rate:

	
	(a) The short-term (three-month) rates are based on the average of:


	
	(i) Banker’s Acceptance (BA) forecast by the Bureau for Economic Research, and 

(ii) The Local Money Market average, obtained from the mid-rate between 3m Banker’s Acceptance (BA) from Forward Rate Agreement (FRA) (bid), and 3m BA from FRA (offer), converted to NACM and the Swap rates per inet bridge.



	
	(b) The long-term (ten-year) rate was based on the forecast of the R157 obtained from the Bureau for Economic Research.  

	
	The 70 % fixed to 30 % floating interest ratio was applied to all new debt.



12.1.2 Staff Costs
Table 12-2: Employee Costs
	
	 Actual 
	 Approved Budget 
	 Forecast 

	
	 F'08 
	 F'09 
	 F'10 
	
	 F'10 
	 F'11 
	 F'12 
	 F'13 
	 F'14 
	 F'15 

	
	
	
	
	
	
	
	
	
	
	

	 Annual Salary Increase (%) #
	7.5%
	8.5%
	8.0%
	
	8.0%
	7.8%
	7.3%
	7.6%
	7.6%
	7.6%

	
	
	
	
	
	
	
	
	
	
	

	 Staff Complement (Number) 
	 785 
	 825 
	895 
	
	 895 
	 910 
	 910 
	 910 
	 910 
	 910 

	  - Permanent staff 
	715 
	733 
	 838 
	
	734 
	 808 
	808 
	808 
	808 
	808 

	  - Contract staff  
	40 
	74 
	 35 
	
	67 
	 81 
	81 
	81 
	81 
	81 

	  - Trainees 
	29 
	16 
	 18 
	
	18 
	 18 
	18 
	18 
	18 
	18 

	  - DWA staff 
	1 
	2 
	 4 
	
	1 
	 3 
	3 
	3 
	3 
	3 

	  - Vacant posts 
	- 
	- 
	 - 
	
	75 
	 - 
	- 
	- 
	- 
	- 

	
	
	
	
	
	 
	
	
	

	 Staff Costs (R’000)
	
	
	
	
	
	
	
	
	
	

	   - Gross Salaries
	206,896
	238,182
	281,355
	
	272,198
	316,707
	339,827
	365,484
	393,260
	423,148

	   - Less Recoveries 
	(3,637)
	(8,806)
	(15,695)
	
	(15,309)
	(18,756)
	(20,126)
	(21,645)
	(23,290)
	(25,060)

	  - Normal staff costs 

    (less recoveries) 
	203,259 
	229,376 
	 265,661 
	
	256,889 
	 297,951 
	319,701 
	343,838 
	369,970 
	398,088 

	  - % Increase 
	14.4 
	15.1 
	18.1 
	
	14.3 
	16.4 
	7.3 
	7.6 
	7.6 
	7.6 

	  - Retirement benefit costs 
	 45,690 
	 38,062 
	31,828 
	
	 33,053 
	 52,125 
	 40,000 
	 40,000 
	 40,000 
	 40,000 

	 - Post retirement medical aid
	 31,646 
	 24,640 
	19,870 
	
	 25,000 
	 25,000 
	 25,000 
	 25,000 
	 25,000 
	25,000 

	 - Pension 
	 14,044 
	 13,422 
	11,958 
	
	 8,053 
	 27,125 
	 15,000 
	 15,000 
	 15,000 
	 15,000 

	
	
	
	
	
	
	
	
	
	
	

	 Total staff costs 
	248,949 
	267,438 
	 297,488 
	
	289,942 
	 350,076 
	359,701 
	383,838 
	 409,970 
	438,088 

	
	
	
	
	
	
	
	
	
	
	

	  - % Increase 
	10.6 
	7.4 
	11.2 
	
	16.5 
	20.7 
	2.7 
	6.7 
	6.8 
	6.9 

	
	
	
	
	
	
	
	
	
	
	


	#
	Based on nominal wage rate forecast by the Bureau for Economic Research.


12.1.3 Operating Costs
Table 12-3: Operating Costs

	
	 Actual 
	 Approved Budget 
	 Forecast 

	 Operating costs 
	 F'08 
	 F'09 
	 F'10 
	 F'10 
	 F'11 
	 F'12 
	 F'13 
	 F'14 
	 F'15 

	 Energy 
	
	
	
	
	
	 

	- Forecast Price increase* 
	
	
	27.0%
	25.0%
	30.0%
	30%
	30%
	10%
	10%

	- Cost (R’000)
	     39,442 
	     45,400 
	                           76,181 
	     64,732 
	     90,127 
	  117,166 
	  152,315 
	  167,547 
	  184,302 

	-Total Increase in cost %
	        31.0 
	        15.1 
	                        67.8 
	        42.6 
	        39.2 
	        30.0 
	        30.0 
	        10.0 
	        10.0 

	- Cost per kilolitre (c/kl)
	          9.8 
	        10.9 
	                        17.3 
	        15.2 
	        20.9 
	        26.6 
	        33.9 
	        36.6 
	        39.5 

	-Total Increase in cost per kilolitre %
	        21.3 
	        11.7 
	                        58.5 
	        38.9 
	        37.9 
	        27.5 
	        27.5 
	        7.8 
	        8.0 

	 Chemicals 
	
	
	
	
	
	
	
	
	

	 - Forecast Price increase 
	
	
	20.0%
	15.0%
	20.0%
	PPI 

	 - Cost 
	     25,175 
	     32,751 
	                           35,163 
	     30,668 
	     33,947 
	     37,291 
	     40,966 
	     44,919 
	     49,186 

	 - Total Increase in cost % 
	        18.8 
	        30.1 
	                          7.4 
	        (6.4)
	        10.7 
	         9.9 
	         9.9 
	         9.6 
	         9.5 

	 - Cost per kilolitre (c/kl)
	          6.2 
	          7.9 
	                          8.0 
	         7.2 
	         7.9 
	         8.5 
	         9.1 
	         9.8 
	        10.5 

	 -Total Increase in cost per kilolitre %
	        10.0 
	        26.3 
	                        1.4 
	        (8.8) 
	        9.6 
	        7.7 
	        7.7 
	        7.5 
	        7.5 

	 Maintenance 
	
	
	
	
	
	
	
	
	

	 - Forecast Price increase 
	
	
	20.0%
	10.0%
	7.5%
	PPI

	 - Cost 
	  106,983 
	  138,783 
	                        160,189 
	  156,687 
	  166,872 
	  179,721 
	  193,559 
	  208,076 
	  223,682 

	 - Total Increase in cost %
	        31.9 
	        29.7 
	                        15.4 
	        12.9 
	         6.5 
	         7.7 
	         7.7 
	         7.5 
	         7.5 

	 - Cost per kilolitre (c/kl)
	        26.5 
	        33.3 
	                        36.4 
	        36.7 
	        38.7 
	        40.8 
	        43.1 
	        45.4 
	        48.0 

	 - Total Increase in cost per kilolitre %
	        22.2 
	        25.9 
	                        9.0 
	        10.0 
	        5.4 
	        6.3 
	        6.4 
	        5.6 
	        5.7 

	
	
	
	
	
	
	
	
	
	


	*
	As per the Bureau for Economic Research.


12.1.4 Raw Water Purchases 
Significant increases are projected in the cost per kilolitre of raw water from F’12 due to the impact of the capital unit charge for the funding of the Spring Grove Dam development.
The normal cost increases are based on the Raw Water Pricing Strategy.  However, Umgeni Water’s component of the tariff is expected to increase by only 5.5 % in line with projected consumer price index levels.
Table 12-4: Raw Water Purchase Costs 
	
	Actual
	Approved Budget
	Forecast

	Raw Water Cost
	F'08
	F'09
	F'10
	F'10
	F'11
	F'12
	F'13
	F'14
	F'15

	
	
	
	
	
	
	
	
	
	

	 Raw Water Volumes (million kl)

	Volume Mgeni System
	
	
	
	381
	386
	393
	401
	410
	418

	Volume Mdloti System
	
	
	
	26
	26
	26
	27
	27
	28

	Volume Other
	
	
	
	20
	20
	20
	20
	20
	20

	Total Volume
	
	
	
	427
	432
	439
	448
	457
	466

	
	
	
	
	
	
	
	
	
	

	Raw Water Consumption Charge per System

	Mgeni System
	
	
	
	
	
	
	
	
	

	Tariff existing infrastructure (c/kl)  
	15.64 
	15.64 
	15.79 
	15.64 
	17.66 
	21.83 
	22.23 
	22.65 
	23.10 

	% Increase 
	
	
	
	
	12.9%
	23.6%
	1.8%
	1.9%
	2.0%

	Tariff Spring Grove Dam (TCTA levy) (c/kl)   
	
	
	
	
	
	44.40 
	46.80 
	49.50 
	52.20 

	Total Tariff (c/kl)  
	15.64 
	15.64 
	15.79 
	15.64 
	17.66 
	66.23 
	69.03 
	72.15 
	75.30 

	Volume (million kl)
	
	
	
	381
	386
	393
	401
	410
	418

	Mgeni System Consumption Cost (R’000)
	60,652 
	62,407 
	65,239 
	61,777 
	70,482 
	284,211 
	302,546 
	322,930 
	343,734 

	% Increase 
	
	2.9%
	4.5%
	-1.0%
	14.1%
	303.2%
	6.5%
	6.7%
	6.4%

	
	
	
	
	
	
	
	
	
	

	Mdloti system
	
	
	
	
	
	
	
	
	

	Tariff existing infrastructure  (c/kl)  
	58.24 
	69.95 
	81.00 
	81.00 
	91.45 
	107.82 
	127.23 
	149.74 
	176.25 

	Cost Raising Hazelmere Dam Wall (R’000)
	
	
	
	
	
	
	4,222 
	4,222 
	4,222 

	Volume (million kl)
	
	
	
	26
	26
	26
	27
	27
	28

	Mdloti System Consumption Cost (R’000)
	8,424 
	9,777 
	19,193 
	20,864 
	23,791 
	28,617 
	38,645 
	45,526 
	53,719 

	% Increase 
	
	16.1%
	96.3%
	113.4%
	14.0%
	20.3%
	35.0%
	17.8%
	18.0%

	
	
	
	
	
	
	
	
	
	

	Total Consumption Costs (R’000)
	69,077 
	72,185 
	84,431 
	82,642 
	94,273 
	312,828 
	341,191 
	368,456 
	397,452 

	% Increase 
	5.1%
	4.5%
	17.0%
	14.5%
	14.1%
	231.8%
	9.1%
	8.0%
	7.9%

	
	
	
	
	
	
	
	
	
	

	Water Resource Management (WRM) Charge (based on registered volume)

	Tariff - existing (c/kl)  
	1.25 
	1.33 
	1.41 
	1.49 
	1.73 
	1.83 
	1.93 
	2.04 
	2.15 

	Water Resource Management Cost (R’000)
	5,092 
	5,560 
	6,365 
	6,361 
	7,460 
	8,043 
	8,655 
	9,322 
	10,027 

	% Increase 
	9.1 
	9.2 
	14.5 
	14.4 
	17.3 
	7.8 
	7.6 
	7.7 
	7.6 

	
	
	
	
	
	
	
	
	
	

	Total Raw Water Costs R'000 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Total Consumption Costs 
	69,077 
	72,185 
	84,431 
	82,642 
	94,273 
	312,828 
	341,191 
	368,456 
	397,452 

	Water Resource Management Cost 
	5,092 
	5,560 
	6,365 
	6,361 
	7,460 
	8,043 
	8,655 
	9,322 
	10,027 

	Total Raw Water Costs 
	74,169 
	77,744 
	90,796 
	89,003 
	101,733 
	320,871 
	349,846 
	377,778 
	407,480 

	Effective unit cost  (c/kl)  
	18.4 
	18.7 
	20.6 
	23.9 
	23.9 
	73.8 
	78.9 
	83.6 
	88.5 

	% Increase 
	 (2.5)
	1.8 
	10.2 
	12.7 
	13.4 
	209.2 
	6.9 
	5.9 
	5.9 


12.2 WATER SALES PROJECTIONS

Table 12-5: Volume sales
	Sales Volume
	-------- Actual -------
	Approved

Budget
	
	
	Forecast        
	
	

	
	 F'08
	 F'09 
	 F'10 
	 F'10 
	 F'11
	 F'12 
	 F'13
	 F'14 
	 F'15 

	- Bulk
 (kl’000)
	403,964
	415,956
	440,412
	422,681
	425,978
	434,491
	443,175
	452,039
	460,447

	- % Increase 
	8.05 
	2.97 
	5.88 
	1.62 
	0.78 
	2.00 
	2.00 
	2.00 
	1.86 

	- Wastewater 
  (kl’000)
	211
	273
	273
	273
	273
	277
	281
	285
	289

	    - % Increase 
	17.22 
	29.38 
	               0   
	               0   
	               0   
	1.47 
	1.44 
	1.42 
	1.40 


Figure 12-1: Bulk water sales volume

[image: image8.jpg]



The significant increase in F’08 was due to additional sales to iLembe District Municipality.

Table 12-6: Sales Volume per Customer

	Customer
	Actual
	Budget
	Forecast

	
	F'08
	F'09
	F'10
	F'10
	F'11
	F'12
	F'13
	F'14
	F'15
	F'16

	
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth
	Vol
	Growth

	
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%
	kl’m
	%

	eThekwini
	315.5 
	6%
	326.2 
	3.4%
	342.9 
	4.0%
	327.9 
	0.5%
	329.5 
	0.5%
	336.1 
	2.0%
	342.8 
	2.0%
	349.7 
	2.0%
	356.2 
	1.9%
	363.0 
	1.9%

	Msunduzi
	57.7 
	12%
	56.5 
	-2.1%
	61.8 
	4.0%
	57.3 
	1.4%
	58.2 
	1.5%
	59.3 
	2.0%
	60.5 
	2.0%
	61.7 
	2.0%
	62.9 
	1.9%
	64.1 
	1.9%

	uMgungundlovu
	9.3 
	12%
	10.6 
	13.4%
	11.0 
	5.0%
	10.9 
	3.0%
	11.1 
	2.0%
	11.3 
	2.0%
	11.6 
	2.0%
	11.8 
	2.0%
	12.0 
	1.9%
	12.2 
	1.9%

	Siza Water
	3.8 
	8%
	3.8 
	1.4%
	4.5 
	12.8%
	3.9 
	3.0%
	4.1 
	3.0%
	4.1 
	2.0%
	4.2 
	2.0%
	4.3 
	2.0%
	4.4 
	1.9%
	4.5 
	1.9%

	Ugu
	5.6 
	16%
	6.0 
	8.0%
	6.8 
	13.0%
	7.8 
	30.0%
	8.0 
	2.0%
	8.1 
	2.0%
	8.3 
	2.0%
	8.5 
	2.0%
	8.6 
	1.9%
	8.8 
	1.9%

	iLembe
	2.6 
	-2%
	2.9 
	11.9%
	9.6 
	15.0%
	3.5 
	20.0%
	3.1 
	-12.5%
	3.1 
	2.0%
	3.2 
	2.0%
	3.2 
	2.0%
	3.3 
	1.9%
	3.4 
	1.9%

	iLembe T/Over
	5.7 
	- 
	5.7 
	-0.3%
	- 
	- 
	8.4 
	49.2%
	9.2 
	8.7%
	9.4 
	2.0%
	9.5 
	2.0%
	9.7 
	2.0%
	9.9 
	1.9%
	10.1 
	1.9%

	Sisonke
	0.8 
	7%
	0.8 
	2.5%
	0.8 
	1.8%
	0.8 
	3.0%
	0.9 
	2.0%
	0.9 
	2.0%
	0.9 
	2.0%
	0.9 
	2.0%
	0.9 
	1.9%
	1.0 
	1.9%

	Other
	3.0 
	-17%
	3.4 
	14.3%
	3.0 
	-0.2%
	2.1 
	-38.8%
	2.1 
	-0.5%
	2.1 
	1.7%
	2.1 
	1.7%
	2.2 
	2.0%
	2.2 
	1.9%
	2.3 
	1.9%

	Total
	404.0 
	 
	416.0 
	 
	440.4 
	 
	422.7 
	 
	426.0 
	 
	434.5 
	 
	443.2 
	 
	452.0 
	 
	460.4 
	 
	469.3 
	 


Figure 12-2: Sales Volume per Customer, F’11
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Figure 12-3: Sales Volume per Customer, F’10
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12.3 TARIFF PROJECTIONS

The F’11 tariff increase has been approved at 6.2 % which is 0.5 % higher than the 5.7 % forecasted CPI level for F’11.
From F’12 onwards, tariff increases will be affected by the capital unit charges arising from the implementation of water resources infrastructure, which will result in tariff increases above CPI levels.
Table 12-7: Bulk Water Tariff Projections

	Bulk Water Sales Tariff

(Rand per kilolitre)
	 Actual 
	Approved Budget 
	 Forecast 

	
	 F'08 
	 F'09 
	 F'10 
	 F'10 
	 F'11 
	 F'12 
	 F'13 
	 F'14 
	 F'15 

	  - Bulk Tariff 1  
	
	
	
	
	
	
	
	
	

	  - Base Tariff  
	     2.820 
	     2.960 
	                      3.079 
	   3.079 
	     3.279 
	     3.482 
	     3.674 
	     3.872 
	     4.081 

	  - Tariff Increase 
	     0.141 
	     0.118 
	                      0.200 
	   0.200 
	     0.203 
	     0.192 
	     0.198 
	     0.209 
	     0.220 

	  - New Tariff - Umgeni Water 
	    2.960 
	    3.079 
	                     3.279 
	  3.279 
	    3.482 
	    3.674 
	    3.872 
	    4.081 
	    4.301 

	  - % Increase – Umgeni Water 
	            5.0 
	            4.0 
	                                    6.5 
	          6.5 
	            6.2 
	            5.5 
	            5.4 
	            5.4 
	            5.4 

	 Add capital unit charge 
	
	
	
	
	
	
	
	
	

	  - Spring Grove 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	        0.444 
	        0.468 
	        0.495 
	        0.522 

	  - Mkomazi 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	              -   
	              -   
	              -   
	              -   

	 Adjustment - over recovery 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	              -   
	              -   
	              -   
	              -   

	  - Total Tariff 
	    2.960 
	    3.079 
	                     3.279 
	  3.279 
	    3.482 
	    4.118 
	    4.340 
	    4.576 
	    4.823 

	  - % Increase -Total 
	            5.0 
	            4.0 
	                                    6.5 
	          6.5 
	            6.2 
	          18.3 
	            5.4 
	            5.4 
	            5.4 

	
	
	
	
	
	
	
	
	
	

	  - Bulk Tariff 2 - eThekwini 
	
	
	
	
	
	
	
	
	

	  - Base Tariff  
	     2.820 
	     2.960 
	                      3.019 
	   3.019 
	     3.215 
	     3.414 
	     3.602 
	     3.797 
	     4.002 

	  - Tariff Increase 
	     0.141 
	     0.059 
	                      0.196 
	   0.196 
	     0.199 
	     0.188 
	     0.195 
	     0.205 
	     0.216 

	  - New Tariff - Umgeni Water 
	    2.960 
	    3.019 
	                     3.215 
	  3.215 
	    3.414 
	    3.602 
	    3.797 
	    4.002 
	    4.218 

	  - % Increase - Umgeni Water
	            5.0 
	            2.0 
	                                    6.5 
	          6.5 
	            6.2 
	            5.5 
	            5.4 
	            5.4 
	            5.4 

	 Add capital unit charge 
	
	
	
	
	
	
	
	
	

	  - Spring Grove 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	        0.444 
	        0.468 
	        0.495 
	        0.522 

	  - Mkomazi 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	              -   
	              -   
	              -   
	              -   

	 Adjustment - over recovery 
	              -   
	              -   
	                                      -   
	            -   
	              -   
	              -   
	              -   
	              -   
	              -   

	  - Total Tariff 
	    2.960 
	    3.019 
	                     3.215 
	  3.215 
	    3.414 
	    4.046 
	    4.265 
	    4.497 
	    4.740 

	  - % Increase -Total 
	            5.0 
	            2.0 
	                                    6.5 
	          6.5 
	            6.2 
	          18.5 
	            5.4 
	            5.4 
	            5.4 


12.4 SUBSIDY PROJECTIONS 

Umgeni Water’s business plan includes a number of projects with a focus on rural development.
Umgeni Water has made written request and has had discussion (in December 2009 and February 2010, respectively) with the Department of Water Affairs (DWA) regarding Bulk Infrastructure Grant funding / financial support for the rural development projects.  To date, DWA has not provided a firm commitment of financial support and this financial plan therefore does not reflect the receipt of any grant funding.  As a consequence of this, Umgeni Water’s Net Profit has been negatively impacted by the impairment values reflected below.
Table 12-8: Subsidy Requirement for Rural Development Projects
	Project
	Total capital cost
	Interest capitalised
	Escalation
	Total project
	Economic value
	Social Value
	NPV
	Construction Commencement Date
	Commissioning

Year and Value of Impairment

	Richmond Pipeline
	R 177m
	R 30m
	R 27m
	R 234m
	R 136m
	R 98m
	-R 254m
	2012/03/31
	F'16: 
	R 98m

	Mhlabatshane BWS Scheme
	R 155m
	R 22m
	R 15m
	R 192m
	R 42m
	R 150m
	-R 350m
	2010/09/30
	F'12: 
	R 150m

	Ozwathini BWS Scheme
	R 105m
	R 19m
	R 18m
	R 142m
	R 57m
	R 85m
	-R 218m
	2010/03/31
	F'15: 
	R 85m

	Maphumulo BWS Scheme (Phase 1)
	R 188m
	R 7m
	R 16m
	R 211m
	R 30m
	R 181m
	-R 421m
	2009/09/30
	F'12: 
	R 181m

	Maphumulo BWS Scheme (Phase 2)
	R 131m
	R 5m
	R 11m
	R 147m
	R 21m
	R 136m
	-R 293m
	2009/09/30
	F'17: 
	R 136m

	TOTAL
	R 756m
	R 83m
	R 87m
	R 926m
	R 286m
	R 650m
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