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Notes 

31 Dec 
 2015 

Reviewed 

31 Dec 
 2014 

Reviewed 

30 Jun 
 2015 

Audited 

In thousands of Rands     

A s s e t s      

Non-current assets  16 507 225 13 872 141 15 318 772 

Property, plant and equipment 5 15 875 233 13 171 821 14 631 562 

Intangible assets  196 552 203 703 203 990 

Investments 6 433 876 495 696 482 264 

Loans receivable  1 564 921 956 

     

Current assets  2 821 989 2 457 981 3 044 714 

Inventories  111 768 150 619 122 470 

Trade and other receivables  1 595 874 1 510 128 1 764 475 

Loans receivable  2 946 3 443 3 621 

Cash and cash equivalents  1 111 401 793 791 1 154 148 

     

Assets of disposal groups held for sale 8 - 1 499 1 496 

     

Total assets   19 329 214  16 331 621 18 364 982 

     

E q u i t y  a n d  l i a b i l i t i e s      

Equity   12 318 902 10 581 899 11 158 511 

Accumulated funds  12 354 900 10 529 455 11 149 305 

Reserves 9 (35 998) 52 444 9 206 

     

Non-current l iabi l i t ies   3 899 723 3 144 375 4 233 857 

Interest bearing borrowings 10 3 666 985 2 506 015 3 672 432 

Income received in advance  167 822 220 127 170 242 

Provision for rehabilitation costs  63 213 59 562 60 862 

Net retirement benefit obligation 11 1 703 358 671 330 321 

     

Current liabilities  3 110 588 2 602 534 2 969 895 

Trade and other payables   2 859 523 2 599 597 2 967 426 

Interest bearing borrowings 10 251 065 2 937 2 469 

     

Liabilities of disposal groups held for sale 8 - 2 813 2 719 

     

Total equity and l iabi l it ies   19 329 214 16 331 621 18 364 982 
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Notes 

6 months 
ended  
31 Dec 
 2015 

Reviewed 

6 months 
ended  
31 Dec 
 2014 

Reviewed 

12 months 
ended 
30 Jun 
 2015 

Audited 

In thousands of Rands     

     

Continuing operations     

Revenue  5 544 132 4 914 075 9 802 542 

Cost of sales  (3 731 945) (3 506 802) (6 998 599) 

Gross income  1 812 187 1 407 273 2 803 943 

Other operating income 12 779 203 259 064 738 881 

Staff costs  (535 199) (481 946) (1 164 501) 

Depreciation  (26 316) (26 936) (50 314) 

Amortisation  (6 123) (6 004) (11 987) 

Operating expenses 13 (865 652)    (373 422) (959 197) 

Operating income   1 158 100 778 029 1 356 825 

Finance income  51 083 39 719 79 786 

Finance expense  (3 588) (1 340) (387) 

Income from continuing operations  1 205 595 816 408 1 436 224 

Discontinued operations     

Loss for the period from discontinuing 
operations 

 
- (137) (103) 

Net income for the period  1 205 595 816 271 1 436 121 
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6 months 
ended  
31 Dec 
 2015 

Reviewed 

6 months 
ended  
31 Dec 
 2014 

Reviewed 

12 months 
ended 
30 Jun 
 2015 

Audited 

In thousands of Rands     

     

Net income for the period   1 205 595 816 271 1 436 121 

     

Other comprehensive gains/ (losses):     

Available for sale financial assets adjustments  (45 767) 15 124 4 269 

Exchange differences on translating foreign 
operations  563 90 133 

Other comprehensive income/ (loss) for the 
period  

 
(45 204) 15 214 4 402 

     

Total comprehensive income  1 160 391 831 485 1 440 523 
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Foreign 
currency 
translatio
n reserve 

Fair value 
adjustment 

assets – 
available for 
sale reserve 

Transfer 
of 

function 
Total 

reserves 
Accumulated 

funds 
Total 
equity 

In thousands of Rands        

Balance at 1 July 2014 

 

(696) (20 481) 

 

58 407 37 230 9 713 184 9 750 414 

Changes in equity        

Total comprehensive 
income for the six month 
period 

 

90 15 124 

 

 

- 15 214 816 271 831 485 

Total changes  90 15 124 - 15 214 816 271 831 485 

Balance at 31 
December 2014 

 

(606) (5 357) 

 

58 407 52 444 10 529 455 10 581 899  

Opening balance as 
previously reported at 1 
July 2014 

 

(696) (20 481) 

 

 

58 407 37 230 9 713 184 9 750 414 

Adjustments        

Adjustment Transfer of 
function 

 

- - 

 

(32 426) (32 426) - (32 426) 

Balance at 1 July 2014 
restated 

 

(696) (20 481) 

 

25 981 4 804 9 713 184 9 717 988 

Changes in equity        

Total comprehensive 
income for the twelve 
month period 

 

133 4 269 

 

 

- 4 402 1 436 121 1 440 523 

Total changes  133 4 269 - 4 402 1 436 121 1 440 523 

 

Balance at 30 June 
2015 

 

                
(563) (16 212) 

 

 

25 981 9 206 11 149 305 11 158 511 

        

Balance at 1 July 2015  (563) (16 212) 25 981 9 206 11 149 305 11 158 511 

Changes in equity        

Total comprehensive 
income for the six month 
period 

 

563 (45 767) - (45 204) 1 205 595 1 160 391 

Total changes  563 (45 767) - (45 204) 1 205 595 1 160 391 

Balance at 31 
December 2015 

 
- (61 979) 25 981 (35 998) 12 354 900 12 318 902 
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6 months 
ended  
31 Dec 
 2015 

Reviewed 

6 months 
ended  
31 Dec 
 2014 

Reviewed 

12 months 
ended 
30 Jun 
 2015 

Audited 

In thousands of Rands     

     

C a s h  f l o w s  f r o m  o p e r a t i n g  
a c t i v i t i e s  

 
  

 

Cash receipts from customers  5 746 582 4 876 491 9 387 760 

Cash paid to suppliers and employees  (4 341 340) (3 770 229) (7 533 005) 

Cash generated from operations  1 405 242 1 106 262 1 854 755 

Acquisition of post retirement plan asset  (335 944) - - 

Finance income  47 608 39 994 108 371 

Finance expense  (184 742) (126 011) (269 049) 

Cash flows of discontinued operations  - 170 127 

Net cash from operating activities  932 164 1 020 415 1 694 204 

     

Cash f lows from investing 
act ivit ies 

 
   

Acquisitions of property, plant and equipment  (1 222 970) (1 097 454) (2 578 498) 

Acquisitions of intangible assets  (1 240) (54) (1 198) 

Proceeds from disposal of property, plant and 
equipment 

 
1 611 - - 

Loans receivable repaid  1 065 624 411 

Net cash in investing activities  (1 221 534) (1 096 884) (2 579 285) 

     

Cash f lows from financing 
act ivit ies 

 
   

Interest bearing borrowings raised  250 000 - 1 170 146 

Interest bearing borrowings repaid  (3 377) (1 254) (2 431) 

Net cash from/(in) financing activities  246 623 (1 254) 1 167 715 

     

Net (decrease) / increase in cash and cash 
equivalents 

 
(42 747) (77 723) 282 634 

Cash and cash equivalents at the beginning 
of the period 

 
1 154 148 871 514 871 514 

Cash and cash equivalents at the end of 
the period 

 
1 111 401 793 791 1 154 148 
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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 1 of 1999 as amended. The condensed consolidated interim 

financial statements of Rand Water for the six months ended 31 December 2015 comprise of Rand 

Water and its subsidiaries (together referred to as the “Group”).  

 

 

2. Statement of compliance 

 

The condensed consolidated interim financial statements as set out in this report have been prepared 

in accordance with AC127 (IAS34) (Interim Financial Reporting) the framework concepts and 

measurement and recognition requirements of South African Statements of Generally Accepted 

Accounting Practice (SA GAAP), the SAICA Financial Reporting Guides as issued by the Accounting 

Practices Committee, and the Financial Reporting Pronouncements as issued by the Financial 

Reporting Council, the Water Services Act, Act 108 of 1997 and the Public Finance Management Act, 

Act 1 of 1999 as amended. 

 

The accounting policies used to prepare these condensed consolidated interim financial statements 

are consistent with those applied in the consolidated annual financial statements for the year ended 

30 June 2015. Selected explanatory notes are included to explain events and transactions that are 

significant to an understanding of the changes in financial position and performance of the Group 

since the last consolidated annual financial statements as at 30 June 2015. These condensed 

consolidated interim financial statements do not include all of the information required for full annual 

financial statements and should be read in conjunction with the consolidated annual financial 

statements of the Group for the year ended 30 June 2015.  

 

The condensed consolidated interim financial statements were approved by the Board on 23 March 

2016. 
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3. Significant accounting policies 

 

There are no significant changes to the accounting policies applied by the Group in its consolidated 

annual financial statements for the year ended 30 June 2015.  

 

(a) Change in in accounting frameworks 

 

As from 1 December 2012 the South African Generally Accepted Accounting Practice (SA GAAP) 

framework was withdrawn for year ends beginning after 1 December 2012. 

 

During July 2015, the Accounting Standards Board (ASB) approved the application of Directive 12: 

The Selection of an Appropriate Reporting Framework by Public Entities. Directive 12 sets the criteria 

to be applied by public entities in determining the reporting framework to be adopted. 

 

The directive is effective for financial years commencing on or after 1 April 2018, with earlier adoption 

permitted. The entity is in the process of reviewing the directive and impact thereof. 

 

 

4. Estimates 

 

The preparation of condensed consolidated interim financial statements requires management to 

make judgments, 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. 

 

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 2015. 

 

 

5. Capital expenditure 

 

The Group incurred capital expenditure to the value of R1 223 million (2014: R1 098 million) during 

the six months ended 31 December 2015 as part of its capital investment programme, which excludes 

borrowing costs of over R184 million (2014: R124 million) that were capitalised during the period, at 

an effective interest rate of 9.98%. 
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6. Investments  

  

The decrease in the investment was primarily as a result of mark to market adjustments for the six 

months under review, amounting to R46 million (2014: R15 million increase). In determining the fair 

value of the bond the interest rates are based on the government yield curve plus an adequate 

constant credit spread to discount financial instruments. The government yield curve has been volatile 

since July 2015 due to interest risk, credit risk, inflation, negative market conditions and other factors 

which resulted in a decrease in the fair value of the investment. 

 

 

7. Capital commitments 

 

During the review period the Group entered into contracts totalling R436 million (2014: R295 million) 

as a result of the augmentation and rehabilitation of its capital infrastructure.  

 

 

8. Disposal of Vitens Rand Water Services B.V 

 

On 22 January 2014 the Board took a decision to sell Rand Water Services (Proprietary) Limited’s 

49% share in its joint venture Vitens Rand Water Services to Vitens Evides International B.V for one 

Euro. The sale was effected on 7 July 2015.  

 

The effect of the disposal of the joint venture has resulted in a profit on sale of joint venture of R1.7 

million in the Group. This profit arose as a result of the joint venture being in a net liability position on 

the date of sale. 

 

9. Reserves 

 

Included in other reserves is the fair value adjustment of R46 million (2014: R15 million) on the long 

term investment bond, refer to note 6 for further details.  

 

10. Interest bearing borrowings 

 

As part of the Group’s registered Domestic Medium Term Note Programme of R10 billion, on 27 

November 2015 Rand Water issued R250 million Senior Unsecured 6.842% Fixed Rate Notes. The 

loan is being used as part of the general borrowings pool and is reflected as a short-term interest 

bearing borrowing which is due and was repaid on 26 February 2016. 
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11. Post-retirement benefit obligation 

 

The Group’s liability in respect of the Post-Retirement Medical Aid Obligation has increased by R7.6 

million (2014: R13 million) to R337 million for the six months ended 31 December 2015. The provision 

is based on the actuaries forecast for 30 June 2016 that was calculated in the 30 June 2015 actuarial 

valuation and the updated valuation in December 2015.  

 

In 2015 the Board approved a funding solution that would address the post-retirement medical aid 

benefit for employees who were employed by Rand Water prior to 1 January 2002 and participating in 

Option A of the Rand Water Medical Scheme. A group managed insurance policy was therefore 

concluded by Rand Water and its insurer’s to administer the entities post-retirement medical aid 

obligation, where the insurer would pay all policy benefits to the Rand Water Medical Scheme.  

 

On 14 December 2015 a premium of R 335 million was paid by Rand Water to the insurer which 

represented the current valuation of the asset.  

 

The managed insurance policy qualifies as a plan asset and has been recognized as such in the 

condensed consolidated interim financial statements, net of the financial liability.  

 

Movements in the present value of the defined benefit obligation in the current period were as follows: 

 
 
 
 
 
 
 

 

 

 

1 

 

 

12. Other operating income 

 

Included in other operating income is growth project revenue of R756 million (2014: R256 million), 

which has grown significantly in comparison to the prior year. This was driven mainly by growth 

projects from the Mpumalanga Region funded by the Department of Water and Sanitation and the 

Municipalities within the region.  

 

 

 

 

 31 Dec 2015 
 

R’000 

Defined benefit obligation at 1 July 2015 330 321 

Provision for the period 7 325 

Defined benefit obligation at 31 December 2015 337 646 

Post retirement plan asset - Acquired 335 943 

Net retirement benefit obligation 1 703 
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13. Other operating expenses 

 

Other operating expenses include the corresponding growth project costs R716 million and provisions 

for doubtful debts which total to R126 million (2014: R272 million) relating to the growth project 

revenue detailed in note 12 above.  

 

Other operating expenses excluding the growth project costs detailed above were in a net loss 

position R24 million (2014: R101 million). The decrease is directly attributable to cost saving 

strategies implemented within the Group. 

 

14. Contingencies 

 

There were no significant changes in contingencies since 30 June 2015. For a detailed disclosure on 

contingent liabilities refer to Rand Water’s consolidated annual financial statements report for the year 

ended 30 June 2015. 

 

Guarantees 

At 31 December 2015, there have been no material movements in respect of guarantees given to 

third parties.  

 

15. Related parties  

 

Rand Water is a schedule 3B entity in terms of the Public Finance Management Act and falls within 

the national sphere of government. As a result the Group has a significant number of related parties 

that fall within the national sphere.  

 

In line with the increase in growth project revenue as reflected in note 12 above, the related party 

transactions with the Department of Water and Sanitation has increased significantly as compared to 

prior periods. Sales of good and services has increased to R382 million (2014: R147 million) and the 

trade receivables balance at 31 December 2015 is R104 million (2014: R82 million).  

 

On 7 July 2015, Rand Water Services Pty (Ltd) (a wholly owned subsidiary of Rand Water) sold its 

49% interest in a jointly controlled entity Vitens Rand Water Services B.V, based in Netherlands, 

which represented the major investment of Rand Water Services. Refer to note 8 for further details. 

 

Other than those mentioned above there have been no material changes to the quantum of related 

party transactions as described in the 30 June 2015 annual report. 
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16. Operating segments  

 

An operating segment is a distinguishable component of the Group that is engaged in business 

activities from which it may earn revenues and incur expenses, whose operating results are regularly 

reviewed by the entities chief operating decision maker to make decisions about resources to be 

allocated to the segment and assesses its performance and for which discrete financial information is 

available. Though the Group has operating segments it currently has no reportable operating 

segments. 

 

 

17. Events after balance sheet date 

 

 On 26 February 2016 the Group repaid the R250 million Senior Unsecured 6.842% Fixed Rate Notes. 

 There were no other events after balance sheet date that were identified. 

 

18. Independent review by external auditors  

 

The condensed consolidated interim financial statements for the six months ended 31 December 

2015 have been reviewed by the auditors of Rand Water, Nexia SAB&T. The review was conducted 

in accordance with ISRE 2410, Review of Interim Financial Information performed by the Independent 

Auditor of the Entity. Their unqualified review conclusion is available for inspection at the registered 

offices of Rand Water.      

 
 

19. Performance review  

 

The performance results of the Group are as follows: 

 

Rand Water’s area of supply increased to incorporate the greater Mpumalanga area. The current 

period’s results include the disestablished Bushbuckridge Water Board referred to as Rand Water 

Mpumalanga (RWM). 

 

The group reports total revenue growth of 13% of R5 544 million from R4 914 million in 2014, mainly 

driven by annual tariff increases, volume growth and the inclusion of Rand Water Mpumalanga. 

 

Cost of sales increased by 6% year on year, which is lower than anticipated. Energy costs increased 

by 15%, there was a 6.6% increase in raw water tariffs from the Department of Water and Sanitation 

and as a consequence of the improved quality of raw water, there has been a reduction in the cost of 

chemical dosing required in the treatment process. This resulted in a significant growth in the profit 

margin. 
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Performance review (continued) 

 

Labour costs have increased by 11% to R535 million in 2015 from R482 million in 2014, this increase 

was driven by the annual salary increases as well as the significant increase in hired labour on growth 

projects, refer to note 12 for further details.  

 

Other operating expenses have increased by approximately 132%. The increase is directly 

attributable to project expenditure in the Mpumalanga region, in line with the growth in project revenue 

of 201%. This growth was due to directives from the Department of Water and Sanitation in the 

extended area of supply and the transferred projects from the Municipality.  

 

Net interest received increased by R9 million (24%) derived mainly from short term investments. 

 

Earnings before interest, taxation, depreciation and amortisation (EBITDA) increased by 41.8% from 

R937 million in 2014 to R1 329 million in 2015. The EBITDA margin has increased to 24% in 2015 

from 19% in 2014. Net profit for the period has also increased by 47.7% to R1 206 million from R816 

million in 2014, with a 5.2% increase in the income margin from 16.6% to 21.8% in 2015 as a result of 

significant revenue growth.      

 

The current ratio has decreased to 0.91:1 in 2015 from 0.94:1 in 2014 primarily as a result of 

increases in current debt due to the increase short term interest bearing borrowings raised, and 

decreases in trade receivable due to the increased provision in doubtful debts. The gearing ratio 

increased to 31.7% in December 2015 from 27.2% in December 2014, this was mainly attributable to 

the increase in short term interest bearing borrowings in the current period under review. 

 

 

Cash generated from operations has increased by 27% to R1 405 million from R1 106 million in 

December 2014 with cash reserves closing at R1 111 million. The net decrease in cash and cash 

equivalents is primarily due to an increase in capital expenditure and the acquisition of the post 

retirement plan asset. Capital investment expenditure undertaken during the six month period 

equated to R1 223 million which is 11.4% higher than the same period last year.  
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20. Prospects  

 

The outlook for the future remains positive. The Group goes beyond the National Treasury directives 

on cost containment and its own internal efficiency drives. The Groups constant quest for cost 

synergies and cost control measures are delivering the desired results. These are clearly visible in the 

excellent performance results achieved for the half year ended 31 December 2015.  

 

The Group retains its status as a supplier of quality goods and services and this is demonstrated by 

confidence shown in entrusting more and more projects to the organisation which has resulted in the 

phenomenal growth in project revenues. Growth remains a key focus area in the business. 

 

Potable water volumes sold continue to exceed the expectations of both Rand Water and various 

stakeholders in the industry. This demonstrates the complexity in planning for future demand. 

According to the South African weather bureau, hot and dry conditions are expected to prevail in the 

medium to long term. These conditions will obviously keep up the existing high levels of demand, 

placing significant pressure on our current operations and capital expenditure program.  More 

stringent water restrictions and water saving initiatives are likely to play a major role via government 

and the general public to help curb demand over the said period. 

 

Even so, Rand Water is able to ensure that the organisation continues to meet current and future 

demand; it sources, prioritises and allocates significant resources to its two infrastructure investment 

programs. The augmentation program is designed to meet future demand and has already released 

much needed additional capacity into the system. The renewal program replaces ageing infrastructure 

with the latest innovative and efficient solutions ensuring that current demand is being met.  

 

The net income for the 2016 financial year is expected to closely resemble the current budget. There 

are various minor individual cost variances.  

 

The fact that Rand Water, with no external funding apart from its long term and short term borrowings, 

remains the industry leader in South Africa and one of the top water utilities in the world, having been 

in existence for more than a hundred years, is testament to the strength of the organisation.  
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