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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2017

Figures in Rand thousand

Assets

Non-current assets

Property, plant and equipment
Intangible assets

Investments

Retirement benefit asset

Loans receivable

Current assets

Inventories

Trade and other receivables
Loans receivable

Cash and cash equivalents

Assets held for sale

Total assets

Equity and liabilities
Equity

Accumulated reserves
Reserves

Non-current liabilities
interest bearing borrowings
Income received in advance
Provision for rehabilitation costs
Retirement benefit obligation

Current liabilities

Trade and other payables

Total equity and liabilities

31 Dec
2016 30 Jun
Reviewed 2017
Notes Restated* Audited
19413 333 20 547 752
6 18 561 427 | 19674 931
393123 402 210
7 457 546 458 886
- 10 412
1237 1313
3 054 514 3461717
121 983 409 658
8 1855762 | 22438619
3159 3203
1073610 805147
114 511
22 467 961 24 009 980
14723 502 15649 951
14 601 731 | 15487 290
121 771 162 661
4918034 4893018
4416710 | 4414718
420 563 409113
67 869 69 187
9 12 8§92
2826425 3467 011
10 2826425 | 3467011
858 J 22 467 961 24 009 980
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL PERFOMANCE
For the six months ended 31 December 2017

Figures in Rand thousand

Revenue

Cost of sales

Gross income

Other operating income
Staff costs
Depreciation
Amortisation

Other operating expenses
Operating income
Finance income
Finance costs

Net income for the period

6 months
ended 12 months
31 Dec ended
2016 30 Jun
Reviewed 2017
Notes Restated* Audited
6 107 048 11 981 1585
(4041 844) (7 999 040)
2 065 204 3982115
1" 11832 56 418
(350 519) {1 062 636)
(22 891) {47 851)
(8 002) (14 143)
12 (210 539) (652 285)
1485 085 2 361618
86 726 194 189
(82 609) (181 0486)
1 489 202 2374761
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 31 December 2017

Figures in Rand thousand

Net income for the period

Other comprehensive gains/(losses):

Items that will not be reclassified to net
income:

Re-measurements on net defined benefit
liability/asset

ltems that may be reclassified to net income:

Available for sale financial assets adjustments

Other comprehensive income/{loss}) for the
period

Total comprehensive income

6 months
ended 12 months
31 Dec ended
2016 30 Jun
Reviewed 2017
Restated* Audited
1489 202 2 374761
- 36 975
(1481) 2434
{1 481) 39 409
1487 721 2414170
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 31 December 2017

Re-

measure Fair value

ments on  adjustment

employee assets — Transfer

benefit available for of Total Accumulated Total

obligation sale reserve function reserves reserves equity
Figures in Rand thousand
Opening balance as
previously reported 1
July 2016 - {31 613) 10 557 (21 056) 13316153 13 295097
Adjustments
Change in accounting
policy (refer to note 13) 144 308 - - 144 308 (144 308) -
Prior period error {refer to
note 13) - - - - (59 316) (58 316)
Restated balance as at 1
July 2016 144 308 {31 613) 10 557 123 252 13112529 13235781
Total comprehensive
income for the six month
period - {1481) - (1 481) 1489 202 1487 721
Total changes - {1 481) - (1481) 1489 202 1487 721
Balance as at 31
December 2016 144 308 (33094) 10557 121771 14601731 14723 502
Restated Balance at 1
July 2016 144 308 {31 613) 10 557 123 252 13112529 13235781
Total comprehensive
income for the twelve
month period 36 975 2434 - 39 409 2 374 761 2414170
Total changes 36975 . 2434 - 39 409 2 374 761 2414170
Balance at 30 June 2017

181 283 {29 179) 10 557 162 661 15487 290 15 649 951
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 31 December 2017

Figures in Rand thousand

Cash flows from operating
activities

Cash receipts from customers
Cash paid to suppliers and employees

Cash generated from operations
Finance income
Finance expense

Net cash from operating activities

Cash flows from investing
activities

Acquisitions of property, plant and
equipment

Acquisitions of intangible assets
Proceeds from disposal of property, plant
and equipment

Loans receivable repaid/(issued)

Net cash utilised in investing activities

Cash flows from financing
activities

Increase in interest bearing borrowings
Interest bearing borrowings repaid

Net cash from financing activities

Net (decrease)/ increase in cash and cash
equivalents

Cash and cash equivalents at the
beginning of the period

Cash and cash equivalents at the end
of the period

6 months
ended 12 months
31 Dec ended
2016 30 Jun
Reviewed 2017
Restated* Audited
6 101 258 11 526 969
(5 341 659) (9 713 293)
759 599 1813 676
89235 178 404
(247 996) (438 041)
600 838 1 554 039
{999 530) {2 220 372)
(1 180) {1 787)
2537 2532
772 562
{997 401) {2 219 065)
{396 563) (665 026)
1470173 1470173
1797:% 610 805 147_
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

1. Reporting entity

Rand Water is an organisation domiciled in South Africa and a Schedule 3B public entity in terms of
the Public Finance Management Act, Act No 1 of 1999 as amended. The condensed consolidated
interim financial statements of Rand Water for the six months ended 31 December 2017 comprise of
Rand Water and its subsidiaries (together referred to as the “Group”).

2. Statement of compliance

The interim financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB), the Water
Services Act, No. 108 of 1997 (WSA), the Public Finance Management Act, No. 1 of 1999 (PFMA), and
where applicable, the South African Companies Act, No. 71 of 2008.

For all financial years up to and including the year ended 30 June 2016, the Group prepared its annual
financial statements in accordance with South African Generally Accepted Accounting Practice (SA
GAAP). The annuai financial statements, for the year ended 30 June 2017, were the first financial
statements that the Group prepared in accordance with IFRS. Accordingly, the Group has prepared
interim financial statements that comply with IFRS applicable as at 30 De¢ember 2017, together with
the comparative period data for the period ended 30 December 2016. In preparing the financial
statements, the Group’s opening statement of financial position was prepared as at 1 July 2015, the
Group’s date of transition to IFRS. Refer to Note 36 in the Integrated Annual Report for information on
how the Group adopted IFRS.

3. Significant accounting policies

The changes to the accounting policies applied by the Group in its consolidated annual financial
statements for the year ended 30 June 2017 are detailed in the annual financial statements 30 June
2017.

4. Estimates

The preparation of condensed consolidated interim financial statements requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expenses. Actual results may differ from these
estimates.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

In preparing these condensed consolidated interim financial statements, the significant judgements

made by management in applying the Group’s accounting policies and the key sources of estimation

uncertainty were the same as those applied to the consolidated annual financial statements for the

year ended 30 June 2017.

5. Capital commitments

More than R2 558 million worth of capital commitments have been contracted for but not yet provided,

the organisation is still rolling out the balance of the work that was awarded in previous years, thus an

expansion in capital expenditure is still expected.

6. Capital expenditure

The Group incurred capital expenditure to the value of R 695 million (2016: R1 001 million} during the

six months ended 31 December 2017 as part of its capital investment programme, which excludes

borrowing costs of R156 million (2016: R165 million} that were capitalised during the period at an

effective interest rate of 9.93%.

7. Investments

The fair value of available-for-sale financial assets is based on quoted market prices on the

Johannesburg Stock Exchange at the reporting date without any deduction for transaction costs.

8. Trade and other receivables

Trade and other receivables increased by 4.3% from R2 243 million in June 2017 to R2 338 million in
December 2017, primarily as a result of a 10.2% tariff increase that took effect 1 July 2017 and an

increase in impairment of receivables. The provision for bad debts increased by 8.7% to R510 million

(2016: R 469 million) as a result of non-payments by defaulting municipalities.

The Group's security deposits remained at around R26 million since 30 June 2017.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

9. Net-retirement benefit liability

The post retirement liability was based on the actuarial forecast for 30 June 2018 that was calculated
in the 30 June 2017 actuarial valuation.

The related post retirement planned asset increased by interest earned on the accumulated investment
portfolio of assets, thus increasing the Group’s net post-retirement medical aid obligation.

Movements in the present value of the defined benefit liability in the current period were as

follows:
R’000
Defined benefit liability as at 1 July 2017 (325 188)
Current service costs 3280
Provision for the period (14 762)
Defined benefit asset as at 1 July 2017 335 600
Management fees (246)
Interest received 9242
| Defined benefit asset as at 31 December 2017 344596

' _

| 7926

10. Trade and other payables

Trade and other payables have decreased significantly from R3 467 miliion at 30 June 2017 to R2 781
million as at 31 December 2017. The decrease was driven mainly by the milestones achieved on
capital assets and the provisions made as at 30 June 2017 and subsequently paid.

11. Revenue

Included in revenue of R6 754 million (2016: R6 107 million) is recoverable project revenue of R56
million (2016: R46 million) which has increased by 21.7% as compared to the same period last year.
The increase in water sales revenue was driven by potable bulk tariff increases of 10.2%.

9 s



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

12. Other operating expenses

Other operating expenses reduced by 4.2% to R202 million at 31 December 2017 (2016: R211
million). The movement in the provision for doubtful debts amounting to R41 miltion (2016: R9 million)
for the period relates mainly to late or non-payments by Municipalities. The general decrease in other
operating expenses is mainly driven by cost savings strategies in line with the directive from National

Treasury.

13. Restatement

Following the adoption of International Financial Reporting Framework (IFRS) during the financial year
ended 30 June 2017, the Group accordingly prepared condensed consolidated interim financial
statements at 31 December 2017 that comply with IFRS. The 31 December 2016 comparatives have
been restated accordingly. Prior year errors and reclassification adjustments identified during the
conversion process have also been adjusted for in the relevant periods and are reflected in the prior
year adjustments columns below.

Full details of the first time adoption and prior year adjustments are reflected in Note 36 to the
consolidated annual financial statements at 30 June 2017.

Reconciliation of the effects of the adjustments in the Statement of Financial Performance as at
31 December 2016

Description " Prior year
adjustments
Revenue 45592 |
Cost of sales (36 598)
Other operating income (44 047)
Staff costs 160 993
Depreciation z
Amertisation
Other operating expenses (117 335)
Net finance income {12 557)
Net income (3952) |
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Reconciliation of the effects of the adjustments in the Statement of Financial Position as at 31

December 2016.
Description Prior year | {0
adjustments '31;;&'.&;“ B

Property plant and equipment (74 620) 18561 427
Intangible assets (18 770)

Trade and other receivables 137 412

Income received in advance 47 990

Trade and other payables (155 280)

Accumulated funds and reserves 63 268

14. Contingencies

The Groups contingent liabilities increased to R822 million from R753 in June 2017 primarily as a
result of an additional proceeding to the value of R96.1 million that was instituted against the Group by
a supplier in respect of work awarded to the supplier.

No further material movements were noted on the contingent assets and liabilities. For the detailed
disclosure on contingent assets and liabilities refer to Rand Water's consolidated annual financial

statements for the year ended 30 June 2017.

15. Financial assets by category

The fair value of assets and approximate carrying amounts are as follows:

463 464 457 546 458 886
1221575 1073610 805 147

3848 4 396 4 606
2212584 1731680 1 970 866
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

16. Financial liability by category

The carrying amounts and fair values of liabilities are as follows:

4414718
3 195 589

4416 710
2 857 696

4412 694
2 493 704

17. Guarantees

At 31 December 2017, there have been no material movements in respect of guarantees given to third

parties.

18. Related parties

Department of Water and Sanitation

The Group is 100% controlied by the government of South Africa represented by the Department of
Water and Sanitation. Below are the balances and transactions with the Department:

386 200 271975 765 266

2279950 2077714 4131224
- - 1784

34 067 44018 29 825
286 541 87 248 88 424
924 758 792 329 932 540
1376 1376 1376
-12-



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the six months ended 31 December 2017

Other Public entities

The following are other significant transactions with the Group's related parties. Included are balances

and transactions with local municipalities as the Group has opted to disclose these balances due to

their nature and materiality:

6 405 298
1158 768

504 214
56 859

463 408
2171 531
145 145
5 940

5691 306
1005733

461 409
6 428

57 286
971 835
104 986

13905

11270973
2 366 783
842 865
49 278
1847

411 384
2067 184
193 519
6 750
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

For the six months ended 31 December 2017

19. Segment Report

Management identified three specific segments which are organised partially by geographic area and

partially by the type of services rendered. The segments reported are in line with the principles applied

at year end and have been reported below:

6 600 304

46 510

6753 844

106 940
(4 196 498) (86 850) (20 034) (4 303 382)
6 960 - - 6 960
(15 759) (701) (330) (24 083)
(374 265) (27416)  (31123) (432 804)
(237 273) 33 641 654 (202 978)
(69 107) 28 145 - (40 962)
87 821 - - 87 821

(77 101)

(77 101)
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Segment Report {continued)

5953 330 125012 28 706 6 107 048

(3 954 988) (80 053) (6 803) (4041 844)
5 255 (16) 106 5 345

(29 382) (992) (502) (30 876)
(293 680) (20 962) (28 602) (343 244)
(204 334) (22 428) 17550  (209212)
(8 316) (24 099) 8 817 (23 598)

78 929 7 111 - 86 040

(82 609) - . (82 609)

11 643 887 256 282 80986 11981155

(7 791 432) (181925)  (25683) (7 999 040)
39195 363 211 39 769

(61 240) (66) (660) (61 966)
(982 693) (43866)  (21498) (1 048 057)
(455 081) (84 622) (8827) (548 530)
(54 002) (93 470) - (147 472)
192 437 = - 192 437

(181 046) (181 046)
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Segment Report (continued)

The segment reconciliations below reconcile total segment income and loss line to the Rand Water

Group results;

6 960 5345 39 769
6 406 6 487 (16 649)

(24 083) (30 876) (61 966)

(13) (17) (28)

(432 804) (343 244) (1 048 057)
(8 512) (7 275) (14 579)

(202 978) (209 212) (548 529)

661 (1327) (3 756)

1 808 277 1 490 648 2374722
(1931) (1 446) 39

20. Subsequent Events

There were no events after balance sheet date that was identified.
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

21. independent review by external auditors

The condensed consolidated interim financial statements for the six months ended 31 December 2017
have been reviewed by the Auditor General of South Africa. The review was conducted in accordance
with ISRE 2410, Engagement to review historical financial information. Their unqualified review
conclusion is avallable for inspection at the registered offices of Rand Water.

22, Performance review

The performance results of the Group are as foliows:

The Group total revenue grew by 10.6% from R6 107 million in 2016 to R6 754 million in 2017 as a
result of primary revenue increasing by 10.9%, which is in line with the actual bulk water tariff increase
of 10.2%. RW Mpumalanga's 14% reduction in sales (in line with the current settlement agreement in
place with the Bushbuckridge Local Municipality), negatively impacts total revenue by 0.3%.

Cost of sales has increased 6.5% year on year. The raw water, which is a major component of cost of
sales, tariffs rose by 7.4% with other direct expenses primarily increasing in line with inflation, thus
offsetfing the impact of the total increase.

Labour costs have increased by 25.9% to R441 million in 2017 from R351 million in 2016. Permanent
staff costs have increased by 9.8%, attributable to salary increases and filling of vacancies and hired
and contract labour increased by 26.1%.

Other operating expenses have decreased by 3.9%. Rand Water continues to drive cost synergies,
cost containment aligned to National Treasury cost containment initiatives.

Finance income slightly increased by 2% from R87 million to R88 million as a result of the reduction in
Acid Mine Drainage (AMD) and Water Demand Management fund. Interest payments however have
decreased by 6.5% from R82.6 million to R78 million with the refund of the Acid Mine Drainage and
Water Demand Management funds to customers.

Earnings before interest, taxation, depreciation and amortisation (EBITDA} increased by 19.9% from
R1 682 million in 2016 to R2 016 million in 2017 and the EBITDA margin grew from 27.5% to 29.9%.
Gross income margin from all activities increased by 6.5% from 33.8%% fo 36% and net income rose
by 21.3% from R1 489 million to R1 806 million.

17;7"}



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Performance review (continued)

Woarking capital increased to R1 634 million from R686 miillion in 2016 and the current ratio rose to 1.6

from 1.2 at 30 June 2017 as a result of an increase in trade and other receivables by 26% and

strategic inventory by 223%. Cash and cash equivalents increased by 13% over the period and we

experienced a marginal decrease in trade and other payables.

Cash generated from operations has increased by 65.3% from R759 million in 2016 to R1 256 million

with cash reserves closing at R1 222 million. Capital investment expenditure undertaken during the six

month period equated to R695 million which is 30.6% lower than the same period last year. The capital

expenditure budget was adjusted in line with the expected reduction in volumes.

23, Prospects

The adverse change in weather patterns has significantly reduced the country’s water resources. Even

so, Rand Water is managing to adequately service its area of supply during this challenging period.

The implementation of appropriate and timely initiatives aimed at conserving the country’s precious

resource is at the forefront of the institution's operational and investment planning. As a result, the

outlook for the future still remains positive.

To ensure future supply, Rand Water is embarking on a technology and innovation roadmap with a

view towards building greater resilience to climate changes and also as a catalyst to performance

growth through operational efficiencies and economical spending, including investments.

The water conservation and water demand management that Rand Water embarked on in 2016 as a

result of the continuous drop in water levels of the Vaal Dam due to the drought was a long term

initiative, of which the resulis are starting to be observable. Rand Water then, embedded the climate

change impacts as part of its long term strategy and this can be seen thrbugh the marginal increase in

raw water purchases as compared to prior year. Rand Water cost containment drive to align to the long

term strategy that incorporates water demand management by its customers has resulted in improved

performance compared to prior year similar period. Based on the current half yearly performance

results, Rand Water anticipates achieving solid year- end performance results at similar levels to the

prior financial period.

-18 -




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Prospects (continued)

The capital expenditure spending for the year is expected to be aligned to the performance of the first

half of the year. The revision of the Preferential Procurement Policy Framework Act (PPPFA), the

realignment to the revised National Treasury practice notes and review of the Rand Water Supply

Chain Management policies has resulted in delayed expenditure due to slow business adaptation to

new regulations, policies and procedures. Capital expenditure spending is expected to gain traction

towards the end of the financial period.

Rand Water recognises the need to improve the overall capacity of the water sector, especially at local

municipal level. This is an area where skill-set is said to be lowest. Rand Water, is continuing to assist

the Department as an implementing agent, to undertake an extensive programme in improving skills

and reducing water losses in the overall system.

In lieu of the above, the organization is confident that it is capable of ensuring long-term sustainability

and viability of its operations.

24. Corporate information

Board members:

Executive:
Mr Dinizulu Kumalo Percival Sechemane (Chief Executive)

Non-executive:

Adv. Faith Matshidisec Hashatse (Chairperson)
Ms Sophie Molokoane-Machika (Deputy Chairperson)
Ms Busiswa Cwengile Bam

Mr Dawood Coovadia

Prof Frederick A.O Otieno

Mr Isaac Mmushi

Ms Lakela Kaunda

Mr Lefadi Makibinyane

Mrs Nomsa Georgina Judy Mbileni

Mr Ramateu Johannes Monyokolo

Ms Rene Aloise Kenosi



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2017

Group Company Secretary and Business Address:

Ms. Pertunia Mohlabi

522 Impala Road PG Box 1127
Glenvista Johannesburg
Johannesburg, 2000 2000

External Auditors:

Auditor General South Africa
Lefika House

300 Middel Strest

Brooklyn

Pretoria

25. Approval

The condensed consolidated interim financial statements which appear on pages 2 to 20 have been

approved by the Board on 28 March 2018 and signed on its behalf by:
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Chairperson Chief Executive

atshidiso Hashatse <" Mr Dinizulu Kumalo Percival Sechemane
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