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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2016

Notes

Figures in Rand thousand

Assets

Non-current assets

Property, plant and equipment
Intangible assets

Investments

Loans receivable

Current assefs

Inventories

Trade and other receivables
Loans receivable

Cash and cash equivalents

Assets held for sale

Total assets

Equity and liabilities
Equity

Accumulated funds

Reserves

Non-current liabilities
Interest bearing borrowings
Income received in advance
Provision for rehabilitation costs
Net-retirement benefit liabiiity

Current liabilities
Trade and other payables
Interest bearing borrowings

Total equity and liabilities

* see note 14
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31 Dec
2015 30 Jun
Reviewed 2016
Restated* Audited
16812230 18544874
156977 464 | 17 666 276
399 327 415 200
433 875 481 650
1 564 1748
2821960 3464190
111 739 129 734
1595 874 1 860 917
2 946 3420
1111 401 1470119
- 417
19634190 22 009 480
12 305 368 13 295 097
' 12356790 | 13316153
(51 422) (21 056)
4218 237 4 968 967
3666985 4418735
486 336 475 776
63213 65518
1703 8938
3110585 3745416
2 859 520 3745 416
251 065 -
19634190 22 009 480




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL PERFOMANCE
For the six months ended 31 December 2016

6 months
ended 12 months
31 Dec ended
2015 30 Jun
Reviewed 2016
Notes Restated* Audited
Figures in Rand thousand
Revenue 5544 132 10 950 891
Cost of sales (3731945) (7457 471)
Gross income 1812187 3493 420
Other operating income 11 98 252 180 827
Staff costs (535 199) (1 296 920)
Depreciation (26 316) {52 750)
Amortisation (6 123) (10 263)
Other operating expenses 12 (184 701) (227 514)

Operating income 1158 100 2 086 800

Finance income 51 083 102 130

Finance expense (3 588) (23 972)

Net income for the period 1 205 595 2164 958

L

* see note 14
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 31 December 2016

6 months
ended 12 months
31 Dec ended
2015 30 Jun
Reviewed 2016

Restated* Audited

Figures in Rand thousand

Net income for the period 1 205 595 2164 958

Other comprehensive gains/(losses):

Available for sale financial assets adjustments 7 (45 767) (15 401)

Effects of exchange differences on translating

foreign operations 563 563

Other comprehensive loss for the period (45 204) (14 838)

Total comprehensive income 1160 391 2150 120

*see note 14



CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ending 31 December 2016

Fair value
Foreign adjustment

currency assets — Transfer

translatio available for of Total Accumulated Total

nreserve sale reserve function reserves funds equity
Figures in Rand thousand
Balance as at 31 July
2014 (563) (16 212) 25 981 9206 11151195 11160 401
Adjustments
Adjustment — fransfer of
function - - (15424)  (15424) - (15 424)
Restated balance as at 1
July 2015 {563) (16 212) 10557 (6 218) 11151195 11144977
Changes in equity
Total comprehensive
income for the six month
period 563 (45 767) - (45 204) 1 205 595 1160 391
Total changes 563 (45 767) - (45 204) 1205 595 1160 391
Balance as at 31
December 2015 - (61979) 10557 (51 422) 12356790 12 305 368
*Restated Balance at 1
July 2015 (563) {16 212) 10 557 (6 218) 11151195 11144 977
Changes in equity
Total comprehensive
income for the twelve
month period 563 {15 401) - {14 838) 2164 958 2150120
Total changes 563 (15 401) - (14 838) 2164 958 2150120
Balance at 30 June 2016

ne " - (31613) 10557  (21056) 13316153 13295 097




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 31 December 2016

Figures in Rand thousand

Cash flows from operating
activities

Cash receipts from customers
Cash paid to customers
Cash paid to suppliers and employees

Cash generated from operations
Acquisition of post retirement plan asset
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 repaid from joint venture
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

8 months
ended 12 months
31 Dec ended
2018 30 Jun
Reviewed 2016
Restated* Audited
5746 582 10 987 712
(4 341 340) (7 864 479)
1405 242 3123233
(335 944) {335 944)
47 608 107 342
(184 742) {405 320)
932 164 2 489 311
(1222 970) (2 919 289)
(1 240) (6 339)
1611 1611
808 098
67 (591)
{1221 534) {2923 610)
250 000 1004 676
(3 377) (254 406)
246 623 750 270
(42 747) 315671
1154 148 1154 148
1111 401 1470 119

o
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

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 2016 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 No 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 2016. 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 2016. 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 2016.

The condensed consolidated interim financial statements were approved by the Board on 29 March
2017,

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 2016.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

{a) Change in accounting frameworks

As from 1 December 2012 the South African Generally Accepted Accounting Practice (SA GAAP)
framework was withdrawn by the Accounting Standards Board.

During July 2015, the Accounting Standards Board (ASB) approved the application of Directive 12:
Directive on 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 201 8, with earlier adoption
permitted. The Group is currently assessing the impact of the directive to its accounting framework.

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 2016.

5. Capital commitments

During the period under review the Group entered into new contracts amounting to R81 million (2015:
R436 million).The variance in the value of new work awarded was due to five major projects totalling
R359 million that were awarded during the comparative financiai period ending 31 December 2015,

More than R billion 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 vears, thus an
expansion in capital expenditure Is still expected.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

6. Capital expenditure

effective interest rate of 9.93%.

7. Investments

8. Trade and other receivables

Trade and other receivables decreased by 7.7% from R1 860 million in June 2016 to R1 718 million in
December 2018, as a results of project billing related receivables settled timeously.

Mmanagement principles applied to defaulting customers.

9, Net-retirement benefit liability



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 201 6

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

follows:
R’000
Defined benefit liability as at 1 July 2016 (340 818)

Provision for the period

(12 701)

b3 51

Defined benefit asset as at 1 July 2016 331 880
Interest received

10. Trade and other payables

Trade and other payables have decreased significantly from R3 745 million at 30 June 2016 to R2
671 million as at 31 December 2016. The decrease was driven mainly by the mile stones achieved on
capital assets and the provisions made as at 30 June 2016 and subsequently paid.

11. Other operating income

provision.

-10 -



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

12, Other operating expenses

general increase in other operating expenses is mainly driven by fixed business costs which could not
be recovered due to the tapering down of the recoverable projects together with various inflationary
increases including currency fluctuations over a broad spectrum of other costs.

13, Cash paid to customers

June 2016.

14, Restatement
lmplementing agency projects

During the financial year ended 30 June 2016 Rand Water reassessed its accounting policy applied
on recoverable projects and determined that the entity was an agent rather than being a principal, in

respect of implementing agency projects. Following this the entity restated its 31 December 2015
comparatives fo correctly reflect the revenue and costs on implementing agency projects,

11



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

31 December 2015

Description Adjustments
Other operating income (680 951) |
Other operating expenses 680 951

Transfer of function

With reference to note 38 of the consolidated annual financial statements for the year ended 30 June
2016, the 31 December 2015 figures have been adjusted to reflect the cumulative impact of the
restatement as a result of the re-assessed fair values of the disestablished Bushbuckridge Water
Board.

Below is a summary of the impact of the adjustments made as at 31 December 2015,

Description Adjustments

Property plant and equipment 102 231

202 775
(29)

(318 513)
13 534

Intangible assets
Inventory
Income received in advance

Accumulated funds and reserves

15. Contingencies

Contingent Asset

During the current six month period under review, the Group identified an additional potential
contingent asset of R80 million. The potential contingent asset is as a result of an under billing
identified on a customer's account which arose due to incorrect meter readings undertaken.

-12.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Contingent Liability

There were no additional changes in contingent liabilities were identified since 30 June 2016. For a
detailed disclosure on contingent liabilities refer to Rand Water's consolidated annual financial
statements for the year ended 30 June 2016.

16. Financial assets by category

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

457 546 433 876 461 650
1073610 1111 401 1470119

4 396 4 483 5168
1 594 268 1 454 871 1695 890

17. Financial liability by category

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

4416 710 3917021 4418735 |
2502 415 2 643 793 3517 786 |
. 1028 > f

18. Guarantees

At 31 December 2016, there have been no material movements in respect of guarantees given to

third parties. ‘



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

19, Related parties

Department of Water and Sanitation

The Group is 100% controlled by the government of South Africa represented by the Department of

Water and Sanitation, and below are the balances and transaction with the department:

271 975 382 059 781 344

2369 922 2 587 568 4019 815
44 018 53 431 21977
87 248 104 406 236 804

792 329 1171 695 861 804
1376 1224 1378

Cther 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:

5691 306 5354 218 10 813 755
1005733 -926 350 1 464 559
461 409 484 879 789 981
6 428 417 3 302

57 286 376 995 285 102
971 835 1430 659 1842 281
104 986 99 825 154 903
13 905 33157 156728

¥

~
-14-




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

20.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:

108 126 - 8081456

5953 330

(3 949 337) (55 909) - (4005 246)
20 579 - 28 812 49 391

(30 231) (143) (502) (30 876)
(461 049) (8428)  (34761) (504 238)
(98 789) (9 993) 16 906 (91 876)

- 886 (8 817) (7 931)

70 192 - : 70 192

(54 203) (54 203)




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Segment Report {continued)

5 440 929 103 203 - 5544132
(3 664 970) (66 975) - (3731945)
24 737 ; 65 468 90 205

(31 671) (243) (507) (32 421)
(494 511) (5578)  (2823B) (528 325)
(51 772) 7147  (138539) (183 164)

Z (4 608) (125 851) (130 459)

44 787
2 564

44787 -

10 950 892

10 742 538 208 354

(7 346 143) (111 329) - (7457 472)
5796 33019 120 980 159 795

(60 390) (1 589) (999) (62 978)
(23 858) - 23 858 -

(1 185 809) (30990)  (57949) (1283 748)
(137 505) (25 561) (52250) (215 316)

- (39 379) (36 915) (76 294)

78 224 - - 78 244
(481)




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Segment Report (continued)

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

Group results:

159 795 90 205
(19 424) (8 047)

(504 238)
(7 274)

(1283 748) (528 325)
{13 176) (6 874)

{91 876) (215 315) (183 164)

(1 328) 28 257 (1537)

1 494 600 2168 917 1205834

(1 446) (3 959)

21. Subsequent Events

Subsequent to 31 December 2016 the Group signed an agreement with the South African Revenue
Services in respect of its Section 72 application. Please refer to note 30 of the consolidated annual

financial statements for further details.

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

=17 -




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

22, Independent review by external auditors

The condensed consolidated interim financial statements for the six months ended 31 December
2016 have been reviewed by the Auditor General South Africa. 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.

23. Performance review

The performance results of the Group are as follows:

Rand Water's area of supply incorporates the greater Mpumalanga area. The current period’s results
therefore include the disestablished Bushbuckridge Water Board referred to as Rand Water

Mpumalanga (RWM).

The group reports total revenue growth of 9.3% being R6 061 million in 2016 from R5 544 million in
2015, mainly driven by annual tariff increases and the reduction In volumes of 4.8% in response to the

directive by the Minister to reduce water volumes by 15%.

Cost of sales has increased by 7.3% year on year. Raw water tariffs rose by 13.3%, raw water treated
decreased by 5.8% and other cost increases were inflationary linked.

Labour costs have decreased by 4.4% to R512 million in 2016 from R535 million in 2015; driven by
the reduction in the number of recoverable projects undertaken in the current year and the

moratorium placed on the filling of vacant posts.

Other operating expenses have decreased by 49.5%. This reduction was necessary to align to the
expected reduction of 15% in sales volumes. There has also been a reduction in the cost of sales of
recoverable projects linked to the reduction in these projects in the current year.

Net interest received decreased by 64.9% from R47.4 million to R16.6 million. Due to the partial
completion and commissioning of several major qualifying projects at the end of the previous financial
year, the carrying base of qualifying project expenditure temporarily dropped below Rand Water's
loan base. This has resulted in residual borrowing cost remaining in the income statement. As the
next phase of the augmentation program gains momentum, the gap between the loan base and
project expenditure base is expected to close and result in an increase in the capitalisation of

borrowing cost.
<

-18-




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Performance review {continued)

Earnings before interest, taxation, depreciation and amortisation (EBITDA) increased by 25.9% from
R1 329 million in 2016 to R1 674 million in 2015 and the EBITDA margin grew from 24.0% to 27.6%.
Net income rose by 23.8% from R1 206 million to R1 493 million and income margin increased by
2.9% from 21.7% to 24.6%. The growth is mainly attributable to the increase in tariffs and a decrease

in other operational expenditure.

Working capital increased to R246 million from a shortfall of R289 million in 2015 and the current ratio

rose to 1.09 from 0.9. Sales tariffs caused a 7.7% increase in trade and other receivables, lower raw

water purchases, a reduction in recoverable projects and other cperational expenditure have reduced
trade and other payables by 6.6% and the short term portion of the long term borrowings have been

paid.

Cash generated from operations has decreased by 46.8% from R1 405 million in 2015 to R748 million
and cash reserves closed at R1 074 million. Capital investment expenditure undertaken during the six
month period equated to R1 001 million which is 18.2% lower than the same period last year. The

capital expenditure budget was adjusted in line with the expected 15% reduction in volumes.

24, 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.

As part of short term water conservation and water demand management, the Minister of the

Department of Water and Sanitation issued a directive to all customers to reduce water demand by
15%. Rand Water has embraced the directive, making the necessary changes to its operational,
administrative and investment philosophies and cost structures. These changes ensure that the need
to conserve water does not significantly impact the overall performance of the organisation. The

current performance results for the half year ended 31 December 2016 as compared to prior year is

testimony to Rand Waters’ ability to manage costs. Based on the current half yearly performance

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

5

prior financial period.



CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Prospects (continued)

Rand Water takes fremendous pride in its proven track record of achieving its capital expenditure
target over the past several years. Rand Water is driven to continue this level of performance with the
intention to always meet its customer’s demand for the supply of world class potable water.

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, has been
appointed by 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.

25. Corporate information

Board members:
Executive:
Mr Dinizulu Kumalo Percival Sechemane (Chief Executive)

Non-executive:

Adv. Faith Matshidiso Hashatse {Chairperson)
Ms Sophie Mcolokoane-Machika (Deputy Chairperson)
Ms Busiswa Cwengile Bam

Mr Dawood Coovadia JP

Prof Frederick A.O Otieno

Mr isaac Mmushi

Ms Lakela Kaunda (Resigned — 31 January 2017)
Mr Lefadi Makibinyane

Mrs Nomsa Georgina Judy Mbileni

Mr Ramateu Johannes Monyokolo

Ms Rene Aloise Kenosi

Group Company Secretary and Business Address:

Ms. Pertunia Mohlabi

522 Impala Road PO Box 1127
Glenvista Johannesburg
Johannesburg, 2000 2000 ,(5?




CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2016

Corporate information {(continued)
Review Auditors:

Auditor General South Africa
Lefika House

300 Middel Street

Brooklyn

Pretoria

26, Approval

The condensed consolidated interim financial statements which appear on pages 2 to 21, have been
approved by the Board on 29 March 2017 and signed on its behalf by:

N

Ly g
Adv]-ﬁatlhidiso Hashatse Mr Dinizulu Kumalo Percival Sechemane
Chairperson Chief Executive
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