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£AST RAND WATER CARE COMPANY (ERWAT) NPC

{Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Board's Responsibilities and Approval

The directors ars required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequste accounting
records and are reeponsible for the content and integrity of the annual financial statements and related financial information
included in this report. it is the responsibility of the directors to ensure that the annual financial statements fairly present the
state of affairs of ERWAT as at the end of the financial year and the resuits of its operations and cash flows for the period then
endad. The extarnal auditors are engaged to express an indepandent opinion on the annual financial statements and was given
unrestrictad acsess to all financial records and related data.

The annual financial statements have been prepared in accordance with Standaids of Senerally Recagnised Accounting
Sractice (GRAP) including any Interpretations, guidelines and dirsctives issued by the Accounting Standards Board.

ke annual financial statements are based upon approgriaie accounting pelicies consistantly applied and supporied oy
reasenahie and prudent judgemenis and estimates.

‘The directers acknowledge that they are ultimately respensible for the system of internal financial control established by the
antity and place considerable importance on imaintaining a strong control environment. To enable the directors to meet these
raspansibilliies, the board sets standards for internal control aimed at reducing the risk of error or deficit in a cost effective
manner. The standards include the proper delegation of responsibilities within a clearly defined framework, effective accounting
procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout
ihe entity and all employees are required to maintain the highest ethical standards in ensuring the entity’s business is
conducted In a manner that in all reasonable circumstances is above reproach. The focus of risk management in the entity is
on identifying, assessing, managing and monitoring all known forms of risk across ERWAT. While operating risk cannot be fully
sliminated, ERWAT endeavours to minimise it by ensuring that approvriate infrastructure, controis, systems and ethical
pehaviour are appliisd and managed within predstermined procedures and consiraints.

T diractors are of the opinion, based on the information and explanations given by management, that the system of internal
gontral provides reassnable assurance that the financial records may be relied on for the preparafion of e annual financial
statermanis. However, any system of internal financiai contral can provide only reasonable, and not absoiute, assurance
against material misstatement or deficit.

The directors have reviewed ERWAT's cash flow forecast for the year to 30 June 2019 and, in the light of this review and the
current financial position, they are satisfied that ERWAT has or has access {c adequate resources to continue in operational
existence for the foreseeable future.

ERWAT is wholly dependent on the City of Ekurhuleni Metropolitan Municipality for continued funding of operations. The
annual financial statements are prepared on the basis that ERWAT is a going concern and that the City of Ekurhuleni
Metropolitan Municipality has neither the intention nor the need to liquidate or curtail materially the scale of the entity.

Although the board are primarily responsible for the financial affairs of the entity, they are advised by the entity's internal
auditors.

The external auditors are responsible for auditing ERWAT's annual financial statements. The annual financial siatements have
heen examined by ERWAT's external auditors and their report is presented in the Annual Report.

d on a geing concem basis, were approved

The annual financial statements set out on pages 5 to 69, which have been prej
PR ber 2018 and were signed on its behalf by:

[ Chairperson of Beard of Directors) T Gopahe{Accounting Officer)
i Managing Director




EAST RAND WATER CARE COMPANY (ERWAT) NPC
{Regisiration number 1992/005753/08)
Annual Financial Statsments for the vear ended 30 June 2018

Board's Report

The directors submit their report for the year ended 30 June 2018.

1. Review of activitias

#ain business and operations

ZRWAT is a municipal entity. The principal activity of the entity is the conveyance and treatment of waste water and the
provision of refated enginaering services and products, The operating results and the state of affairs of the Entity are set out
in the aitached annusi financiai statements and the annual report.

Met sumplus of the eniity was R $39 840 348, (2017 sumlus R 113 554 030).

2. Going coneorn

We draw attention to the fact that at 30 June 2018, tha eniity had accumulated surplus of R 1 602 913 544 and that the entity's
totai assets exceed its liabiliies by R 1 802 913 544,

The existence of ERWAT is dependent on the continued support of City of Ekurhuleni Metropolitan Runicipality by way of
service charges for treatment of waste water and the provision of ralatad engineering services in terms of a service deifivery
agreement entered into between ERWAT and City of Ekurhuleni Metropolitan Municipality.

The annual financial statements has been prepared on the basis of accounting policies applicable to a going concern. This
basis presumes that funds will be avallable to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

3. Subsequent events

The directors are not aware of any material matter or circumstance arising since the end of the period.

The calculation of the bad debts provision was calculated based on amounts received from debtore after 30 June 2018. The
total amount received subsequent to year end from doubtful debtors amounted to R 487 951, which was used when calculating
bad debts provision.

At the meeting of the Board of Directors held on 26 September 2018 a decision was made by the Board of Directars that the
bonus for the 2013/14 and 2017/18 financial period will not be paid (Totaling R 8,886,051). This decision taken in the period
between the reporting date (30 June 201 8) and the authorisation of the financial statements for issue (expected to be approved
for issue to the municipal manager on 31 December 2018 and tabled to council on 31 January 2019).

The decision taken on 26 September 2018 provided additional evidence of conditions that existed at year end. The decision
taken by the Board of Directors of ERWAT therefore represents an adjusting event after the reporting period. ERWAT have
therefore adjusted the amounts recognised in its financial statements to reflect adjusting events after the reporting date.

Refer to Note 12 for details regarding the reversal of the bonusg provision.

4. Share capital / contributed capital

ERWAT dees not have share capital since it was founded as Non-Profit Company.




EAST RAND WATER CARE COMPANY (ERWAT) NPC

{Ragistration number 1992/005753/08}
Annual Financial Statements for the year ended 30 June 2018

Board's Report

5. Company Secretary
The company secretary of the entity is Z Socikwa

Business address
Hartebeestfontsin Office Paik
R25 (Bapsfontein/Bronihorstspruit)
Kempton Park
0169
Postal address
PO Box 13106
Norkeivt Park
0168




EAST RAND WATER CARE COMPA

(Registration number 1992/005753/08)

NY (ERWAT) NPC

Annual Financial Statements for the year ended 30 June 2018

Statement of Financia!fosition as at 30 June 2018

2018 2017
Restated”
Nete(s) R R

Assets
Current Assets
Trade receivables from exchange transactions ] 70 447 511 38127804
Receivables from non-excnange fransactions 4 23 4918624 34707 877
Cther receivables from exchangs fransactions 5 5 140620 5181871
VAT receivable & 35498785 24056510
Other financial assets 7 8 420735 8 119 485
Cash and casi equivalents 8 86 945000 157 781 702

229 944276 267 974 849
Non-Current Assefs
Property, piant and equipment 8 2100501727 1948153517

Intangible assets 10 6 532 811 6615575
2107 034 338 1 883 785 082
Yotal Assets 2 335 978 814 2 223 743 541
Liabilities
Current Liabilities
Payables from exchange transactions 11 128613774 87373878
Provisions 12 20127482 33525323
Current portion of long-term borrowings 13 56 404629 55250765
Current portion of finance lease obligation 14 238 932 238932
205 384 817 176 388 896
Non-Current Liabilities
Non-current portion of long-term borrowings 13 497 440 987 549 753 950
Nen-current portion of finance lease obligation 14 119 466 358 398
Employee bensfit obligation 15 31120000 34170000
523 680 453 584 282 348
Total Liabiiitles 734 065270 780 671 344
Net Assets 1602913 544 1463 072 697

Accumulated surplus

1602 913 544

1483 072 897

* See Note 35834



EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Statement of Financial Performance for the year ended 30 June 2018

2018 2017
Restated*
Note(s) R R

Revenus
Service charges 17 719935 154 645 216 446
Other incoms 18 100 478 397 114 955 315
Interest received 19 6713655 17042742
Dividends received 19 65 985 554 648
Davelepment contribution 20 79914 197 45254 939
Govermment grants & subsidies 21 50000000 50000 00C
Total revenue (note 18} 966 107 388 873 024 090
Expenditure
General Expenses 22 (224 435 235) {176 761 280)
Employee costs 23 (278083 797) (257 358 865)
Debt Impairment 24 {345 104) (1 274174)
Depreciation and amortisation 2 (65 880 130} (64 688 371)
Finance costs 2 (61248 257) {66 805 207}
Bulk purchases and materials 27 {203 754 958) (185 361 598)
Total expenditure {831 731 490) (756 047 495)
Operating surplus 134 375898 115 976 535
Loss on disposal of asseis {1078 340} {939 437)
Fair value adjustments - investments 301 252 {700 128)
Actuarial gains {losses) 15 5242036  (1783000)

5484948 {3 422 56%)
Surplus for the period 139 840 848 1135654030

* See Note 35 & 34



EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08)

Annual Financial Statements for the year ended 30 June 2018

Statement of Changes in Net Assets for the year ended 30 June 2018

Accumulated Totai net
surplus assets
R R

Jalance at 01 Juiy 2646
Changes in net assets
Surplus for the year

1349 518 667 1 349 518 867
113 854030 113554 030

Total changes

113 554030 113554 030

Opening balancs as previously reported
Adjustments
Prior year adjustments

1427 126 881 1 427 126 881
35945817 35945817

Balanca at 01 July 2017 as restated*
Changes in nat assels
Surpius for the year

1463 072698 1483 072 698
132 840846 139 840 846

Total changes

139 840848 139840 848

alance at 30 Jung 2018

1602 913 544 1 602 913 544

* See Note 35 & 34



EAST RAND WATER CARE COMPANY (ERWAT) NPC

{Registration number 1992/005753/08)

Annual Financial Siatements for the year ended 30 June 2018

Cash Flow Statement for the year ended 30 June 2018

2018 2017
Restated*
Mote(s) R R
Cash flows from operating activities
Recelpts
Service charges 768 206 524 545216 446
Development contributiop 78 914 197 4925 802
Grants received 50 Q0C c0C 50 0C0 000
Interest income 8713 855 17 042 742
Dividends receivet! 3 985 554 648
Other income 34717 031 156243 174
930 707 492 873982 812
Payments
Employee costs {282 511 6838) (245 268 579)
Suppliers {387 161 341) {393 902 528)
Finance cosis (81 249 257) (66 350 037)
Other cash item 48 - (305 678)
{740 922 236) (705827 822)
Net cash flows from operating activities 28 168 765 256 188 154 999
Cash flows from investing activities
Purchase of property, plant and equipment 9 {218 898 385) ({282 669 279)
Procaeds from sale of property, piant and equipment 9 1690 569 9% 930
Purchase of other intangibie assets 10 {1016 113) {4 890 888)
Net cash flows used in Investing activities (218 223 929) (287 460C 237)
Cash flows from financing acthrities
Repayment of long-term borrowings (51 159 098) {29 800 834)
Long-term borrowings raised - 2 093 580
Met finance lease payments (238 832) {559 128)
Net cash fiows used in financing activities {51 398 030} ({28 266 382)
Net docrease in cash and cash equivalents (70 836 703) (147 571 629)
Cash and cash equivalents at the beginning of the year 157 781 702 305 353 331
Cash and cash equivalents at the end of the year 8 85944999 157 781702

Additions per the cash flow statement for 2017 was previously stated at R283,535,767 but has been restated to R282,669,279

due to prior period errors of R866,508 as detailed in note 34.

* See Note 35 & 34
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EAST RAND WATER CARE COMPANY (ERWAT) NPC
{Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1. Preseniation of Annuai Financial Statements
Basis of Preparation

These annual financial statements were prepared in accordancewith the Standards of Generally Recogrised Accounting
Practice (GRAP) and related directives, issued by the Accounting Standards Board in accordance with Section 122(3) of the
Wiunicipal Finanse Management Act {Act 56 of 2003).

The annual financial statements were prepared on the accruai basis of accounting and incorporaie the hisiarical cost
conventions as the basis of measurement, except where specified otherwise.

in the absence of an issued and effective Standard of GRAF, accounting policies for material fransactions, events or
conditions were devaloped in accordance with paragraphs §, 10 and 11 of GRAP 3 as read with Directive 5.

Assets, liabilies, revenues and expenses were not offset, except where offsetting is either requirgd o permitted by a
Standard of GRAP.

The principal accounting policies, applied in the preparation of these annual financial statements, are set out below. These
accounting policies are consistent with those apolied in the preparation of the prior vear annual finarcial statements, unless
specified otherwise.

1.1 Significant judgments and sources of estimation uncertainty

'n the process of appiying the entity's accounting poiicies, management has made the following significant accounting
judgments, estimatos and assumptions, which have the most significant efect on the amounts recognised in the financiai
stafements:

Eirancial assets carried at cost, amortised cost, and fair vaiue

nhiT
=RWAT assesses its financial assets carried at cost, amortised cost and fair value for impairment at the end of each
reporting period. 'n determining whether an impairment ioss should be recorded in surplus or deficit, management makes
judgments as to whether there is observabie data indicating a measurable decrease in the astimated future cash flows from
a financial asset.

impairment of Receivables

Thi impairmant for trade receivables, held to maturity invesiments, loans and receivables (s calculated on a porttolio basis,
based on historical loss ratios, adjusted for national and indusiry-specific economic conditions and other indicators present
at the reporting date that correlate with defaults on the portfolio.

The caiculation in respect of the impairment of receiveples is basad on an assessment of ths axtent to which the
recaverable amount of the asset has declined below the carrving amount. This was performed on an individual basis as welt
as per service-identifiable categories across all debtor classes.

These calculations require tha use of estimates and assumptions. It is reasonably possible that assumptions may change,
which may then impact estimations and may then require material adjustments to the carrying value of receivables.

impairment of other financial assets

ERWAT follows the guidance of GRAP 104 to determine when cther financial assets are impaired. This determination
requires significant judgment. In making this judgment, ERWAT evaluates, among other factors, the duration and extent to
which the fair value of an investment is fess than its cost; and the financiai health of and near-term business outlook for the
investee, including factors such as industry and sector performance, changes in technology and operational and financing
cash flow.
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Oparating lease commitments - entity as lessor or lesses

Leases where risks and rewards of ownership are not transferrad to the lessee are classified as operating leases.
Payments received or paid under operating leases are recognised in the statement of financial performance on a straight-
tine basis over the period of the lease.

Finance lease commitmenis - endty as a lessee

rinance leases are recognised as assets and liabilities in the statement of financial pesiticn at amounts equal to the fair
value of iease property .or if lower, the present value of tire minimum lease payments. The corresponding fiability to the
lesser is included in the statement of financial position &s & finance lease obligation.

The discount rate used in calculating the present value of the minimum |ease payments is the interest rate implicit in the
lease.,

Minimum lease payments are apportioned between she finance charge and reduction of the outstanding fiabiliiv. Finance
charges zre allocated to each period during the iease term so as to produce & constant periodic rate of the rarmaining
balance of the iiability.

Any contingent rents are expensed in the period in which they are incurred.
Post-employment benefits

The cost of defined-benefit pension plans and cther employment medical benefits is determinad using actuarial valuations.
The actuarial valuation involvas making assumptions about discount rates, expected rates of return on assets, future salary
increases, mortality rates and future pension increases. Due to the long-term nature of these plans, such estimates are
subjects to significant uncertainty.

Impairment of property, plant and equipment

The calculation in respect of impgirment of plant, property and equipment is based on an assessment of the extent to which
tha recoverable amount of the asset has declined below the carrying amount. This was performed on an across all classes
of piani, progerty and equipment

Estimates and assumptions are applied in deiermining certain inputs to the impairment of property, plant and equipment,
including the remaining useful economic lifa of assets Dy the entity,

Provisions, contingent lizbiiifies and contingent assels

Management's judgment is required when recognising and measuring provisions, as well as when measuiing contingent
fiabilities and contingent assets. Provisions are discounted-where the effect of discounting is material, using eost of capital.

Provisions were raised and management determined an estimate based on the information available. Additional disclosure
of these estimates of provisions are included in the nots relating to - Provisions.

Useful lives of plant, properiy and equipment heid at cost

The useful lives of assets are based on management's estimates. Management considers the impact of technology,
service requirements and required refurn on assets o determine the eptimum useful-life expectation, where appropriate.
The estimated residual values of assets is also based on management's fjudgment on whether the assets will be sold or
used to the end of their useful lives, and an assessment of their likely condition at that time.

Budget Information

Budget information is inherently uncertain due to its forward-looking nature. Budgeted amounts are determined on the basis
of past experience, as weil as other specific information that might apply, including the existence of contracts that are
already in effect. A comparison between the budget and actual outcomes is presented in the staterment of comparisan of
budget and actual amounts. (Appropriation statement.)

A difference of 10% or more between budget and actual amounts is regarded as material. All material differences are
explained in the notes to the annual financial statements.
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Fair value estimatlon

The fair value of financial instrumeants traded In active markets is based on quoted market prices at the end of the reporting
serioc. The quoted market price used for financial assets held by ERWAT is the current bid price.

The fair vaiue of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is
determined by using valuation tachniques. ERWAT uses a variety of methods and makas assumptions that are based on
market conditions existing at the end of each reporting period. Quoted market prices or dealer quotss for similar
instruments are used for long-term debt. Cther techniques, such as estimatec discountad cash flows, are used to determine
fair vaiue for the remaining financial instruments.

The carrying value 'ess impairment provision of trade receivables and payables are assumed to approximate their fair
values. The fair value of financiai liabilities for disclosurs purposes is estimaied by discounting the future contractuai cash
flows at the current market interest rafe that is available to ERWAT for simitar financial instruments.

Impairment testing

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of
value-in-use calculations and fair values less costs to sell. These calculations reguire the use of estimates and
assumptions. It is reasonably possibie that the assumption may change which may then impact our estimations and may
then require 3 material adjustment to the carrying vaiue of tangivle assets.

ERWAT reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying
amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely
independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred,
estimates are prepared of expected future cash flows for each group of assets. Expected future cash fiows used to
determine the value in use of goodwill and tangible assets are inherently uncertain and could materially cirange over time.

1.2 Presentation and functional currency
These annual financial statements are presented in Seuth African Rand, which is the functional currency of the entity.

1.3 Property, plant and equipment .

Property. piant and equipment are tangibie non-current assets {including infrastructure assets) that ars held for use in the
preducios or supply of goods or services, rental {o others, or for agministrative purposeas, and are expectad to be used
curing more than ons pericd.

The cost of an item of properly, plant and equibment is recognisad as an asset when:
uit is provab'e thet future econemic bensfits or service potantial associated with the item will flow to the entity and
othe cost or the fair value of the item can e measured reliably.

Property, piant and quipment are initially measured at cosi. The cost of an item of property, plant and equipment is the
purchase price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management. Trade discounts and rebates zre deducted in arriving at the cost. Cosi
alsa includes initial estimate of the costs of dismantiing and removing the asset and restoring the sife on which it is located.
Recognition of costs in the carrying amount of an item of praperty, plant and equipment ceases when the item is in the
location and condition necessary for it to be capable of operating in the manner intended by management.

Property, plant and equipment are subsequently measured at cost, iess accumtilated depreciation and accumulated
impairment losses. Where property, plant and equipment are acquired through non-exchange transactions, the cost is
deemed 1o be the itern’s fair value on the date of acquisition. The cost of an item of property, plant and equipment acquired
in exchange for a non-monetary asset or monetary assets. or a combination of monetary and non-monetary assets were
measured at its fair value. If the acquired item could not be measured at its fair value, its cost was measured at the carrying
amount of the asset given up.

Subsequent cost is capitalised when the recognition and measurement criteria of an assat are met.

ltems such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of
property, plant and equipment.
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1.3 Property, piant and equipment (continued)

The entity maintains and acquires assets to provide a social service to the community. The useful lives and economic lives
of these assets are equal and consequently no residual values are determined.

Depreciation recognised on property, plant and equipment is determined with reference to the usefyl lives and residual
values of the underlined items. The useful lives and residual values of assets are based on management’s astimations of
the asset's condition, expected condition at the end of the period of use, and it's current use, expected future use and the
entity's expectations about the availability of finance to replace the asset at the end of its useful life. in evaluating how the
condition and use of the asset informs the useful iife and residual value management considers the impact of technology
and minimum service requirements of the assets,

The entity depreciates separately each part of an item of property, plant and equipment that has a cost that is significant in
relation to the totai cost of the item. Costs of replacing parts are capitaiised and the existing parts being replaced are
derecegnised. Depreciation starls when the asset is availabie for use. Work in progress is not depreciated. Depreciation is
calculated at cost, using the straight-line method, over the estimated useiul lives of the assets.

The depreciation rates are based on the following estimated usefui lives:

lterm Estimated useful life (Range in Years)
Land & buildings

» Land Indefinite
» Buildings 14 - 80
Infrastructure

» Waste Water Purification Works 03-82

» Electrical components 14-68

* Mechanical components 02-68

* Perimeter protection 08 - 80

* Roads 25-68

~ Leased plant 15-55
Furniture and fixtures

» Furniture and fittings 05 - 80

= IT equipment 04-23

+ Office equipment 05 - 41

» Leased equipment 03 -04
Motor vehicles 06 - 34
Plant and machinery 05-30

Work in progress represents capital expenditure incurred on projects/assets under construction, not yet completed or not
yet available for use at period end. Work in progress is not depreciated.

The asset management policy contains the details of the components and their specific useful life estimates.
The residual value, the useful life and the depreciation method of PPE are reviewed at least at every reporting date.

At each reporting date all items of PPE are reviewed for any indication that it may be impaired. An impairment exists when
an asset's carrying amount is greater than its recoverable amount. The recaverable amount of an asset or cash generating
unit is the higher of its fair value iess costs to seil and its value in use, If there is an indication of impairment, the asset's
recoversble amount is calcuiated. An impaiment loss is reccgnised in the Statement of Financial Performance and the
depreciaticn charge relating fo the asset is adjusted for future periods.

ftems of Property, plant and eguipment are derecognised when the asset is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as the difference between the sales proceeds and the
carrying value and is recognised in the Statement of Financial Performance.
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1.4 Intangible asssis
An intangible asset is an identifiable non-monetary asset without physical substance.

An asset is identfied as an intangible asset when it is capable of being separated or divided from an entity and sold,
sransferred, iicensed, rented or exchanged, either individually or together with a related contract, assets cr [iability; or arises
from con‘ractual rights or other legal rights, regerdless whether those rights are transferable or separate from the entity or
frorn other rights and obligations.

An intangible assef is recognised when it is prebabie that the expected future economic benefits or service poiential that are
atiributable to the asset will flow to the entity; and the cost or fair vaiue of the asset can be measured reliably.

intangibie assets are initially recognised at cost. An intangible asset acquired through a non-excharge transaction, the cost
shall be its fair value as at the date of acquisition. Expenditure on research (or on the research phase of an internal project)
is racogrised as an expense when it is incurred.

Amoitisation recognised on intangible assets is determined with: reference to the useful lives and residual values of the
underined items. The usefui lives and residual vaiues of assets are based on management's estimations cf the asset's
condifion, expected condition at the end of the period of use, and its current use, and expected future use and the entity's
expectations about the availability of finance to repiace the asset at the end of its useful life. In evaluating how the condition
and use of the asset informs the usefut life and residual value management considers the impact of technolegy and
minimum service requirements of the assets

intangible assets are subsequently measured at cost less any accumulated amortisation and any impairmert losses.

An intangible asset is regarded as having an indefinite useful iife when, based on ali relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash infiows of service potential.
Amortisation is not provided for these intangible assets, but they are tested for impairment annuaily and whenever there is
an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a siraigit line basis
aver their usefu! lifs.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

imangibie assets are dereccgnised on disposal, or when no future economic denefits are expected from its use or disposal.
internallv generated brands, mastheads, publishing titles, customer lists and items simitar in substance are not recognised
26 intangible assets.

Amortisation is provided to write down the intangibie assets, on a straight ling basis, to their residual values as foliows:

Item Estimated Useful life (Range in Years)

Computer software 05-23

The gain or loss arising from the derecognition of an intangible asset is included in surplus or deficit when the asset is
derecognised.

1.5 Financiai Instruments

A financial Instrument is any contract that gives rise to a financial asset of one enitity and a financial liability or a residuai
interest of another entity.

A financial asset is, cash; a residual interest of another entity; or a contractual right to (i) received cash or another financial
asset from another enitity; (il} exchange financial assets or financial liabilities with another entity that are potentially favourable
to the entity.

A financial liability is any liability that is a contractual obligation to deliver cash or another financial asset to another entity; or
exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.

a) Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have
fixed or detemninable payments, excluding those instruments that:

{i) the entity designates at fair value at initial recognition or

(ii) are held for trading.
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1.5 Financial instruments {continued)

The amortised cest of a financial asset or financial liability is the amount at which the financiaf assst or financiaf liability is
measured at initial recognition minus principal repayments, plus cr minus the cumulative amortisation using the effective
interest method of any difference betwsen that initial amount and the maturity amount, and minus any reduction (directly or
through the use of an aliowance account} for impairment or uncollectability

b} Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active
market, and whose fair valte cannot be reliably maasured,

¢) Financial instruments at fair value comprise financial assets or financial liabilities that are:

\i} derivatives;

(i) combined instruments that are designated at fair vaiue;

{iff) instruments held for trading. A financial instrument is held for trading if:
{1) it is acquired or incurred principally for the purpose of seliing or repurchasing it in the near-term; or
(2) en Initia! recogiition it is part of a partfolio of identitied financial instruments that are managed fogether

anc for which there is ovidence of a recent actual pattern cf short term profit-taking;

{iv) non-derivative financial assets or financial liabjlities with fixad or determinable payments that are designated at
fair value at initial recognition; and

{v} financial instruments that do not meet the definition of financial insiruments at amortised cost or financia;
instruments at cost.

The entjty has the following types of financial assets (classes and category) as reflected on the face of the statement of
financial position or in the notes thereto:

GClass i Category

Trade debtors from exchange and non-exchange transactions Financial asset measured at amortised cost
Receivables from exchange and nen-exchange transactions Financial asset measured at amortisad cost
Cash and cash equivalents Financial asset measured at amortised cost
Cther financial agsefs Financial asset measured at fair value

The entity has the following tvpes of financial liabilities (ciasses and category) as reflected on %he face of the statement of
financial pasition or in the notes thereto:

Class Category
Long-term borrowings Financial liability measured at amortised cost
Payables from exchange fransactions Financial liability measured at amortised cost

Initial recognition

The entity recognises a financiai esset or a financial fiability in itz statement of financiaj position whan the entity becomes a
barty o the contractual provisions of the instrument.

The entity recognises financial assets using trade date accounting.
initial measuremient of financlal assets and financial liabilities

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financiat liability,

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity
analyses a concessionary loan into its component parts and accoun®s for each component separately. The entity accounts for
that part of a concessionary loan that is:
¢ a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements,
where it is the issuer of the ioar; or
° non-exchange reverniue, in accordance with the Standard of GRAF on Revenue fram Non-exchange Transactions
(Taxes and Transfers), where it is the recipient of the loan.
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1.5 Financlal instruments (continusd)
Subsequent measurement of financial assets and financial liabilities
IF
The entity measures all financial assets and financial liabilities after initial recognition using the following categories:

. Financial instruments at fair value.
° Financial instruments at amortised cost.
° Financial instruments at cost.

All financia! assets measured at amoriised cost, or cost, are subject to an impairmant review.
Fair value measurement considerations

The best avidence of fair value 1s quoted prices in an active market. If the market for a financial instrument s not active, the
antity establishes fair vaiue by using a valuation tachnique.

Gains and losses

A gain or loss arising from a change in the fair value of a financial asset measured at fair value is recognised in surplus or
deficit.

“or financial assets and financial liabiliies measured at amortised cost or cost, a gain or ioss is recognised in sumplus or deficit
when the financial asset or financiai liability Is derecognised or impaired, or through the amortisation process.

Impairment and uncoilectibility of financial assets

The antity assesses at the end of each reporting period whether there is any objective evidence that a financial asset is
impaired,

a) Financlal assets measured at amortised cost;

if there Is cbiective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the
amount of the loss is measured as the difference between the asset's camying amount and the present value of estimated
future cash fows (excluding future credit losses that have not been incurred) discounted at the financial assget's original
effective interest rats. The carrying amount of the asset is reduced directly OR through the use of an allowance account. The
amount of the loss is recognised in surplus or deficit.

if, in a subsequent period, the amount of the impairment loss decraases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impaiment loss is reversed directly OR by
adjusting an allowance account. The reversal does not result in a carrying amount of the financiai asset that exceeds what the
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amaunt
of the reversal is recognised in surplus or deficit.

b) Financizl assets measured at cost:

If there Is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment losses are notreversed.
Derecognition

a) Financial assets

The entity derecognises financial assets (or part of a financial assets) when the contractual rights to the cash flows from the
financial asset expire, are settied or waived or when the entity has transferred all of the significant risks and rewards of
ownership using trade date accouniing.

On derecognition of a financial asset (or part of a financial asset}, the differance between the carmrying amount and the sum of
the consideration received is recognised in surplus or deficit.
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1.5 Financial instruments {continied)
b) Financial Kabiiities

The entity removes a financial liabiiity (or a part of a financial (iability) from its statement of financial position when it is
extinguished {when the obligation specified in the contract is discharged, cancelled, expires or vaived).

“The difference between the carrying amount of a financial iiability (or part of a financiai lizbility) extinguished or transserred to
anothar party and the consideration paid. including any non-cash assets iransferred or liabiliies assumed, is recogrised in
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a nen-gxehange fransaciion
are accounted for in accordancs with the Standard of GRAP on Revenue from Mon-exchange Trarsactions (Taxas and
Transfers).

Presentation

interest relating to a financial instrument or a component that is a financial tiability is recognised as revenue Or expense in
sumplus or deficit.

Dividends or similar distributions relating to a financial instrument or a2 component that is a financial liability is recognised as
revenue or expense in surplus or geficit.

Losses and gains relating to a financial instrument or & coraponent that is a financial liability are recognised as revenue or
sxpense in surpius ar deficit.

A financial asset and a financial liability are only offset and the net amount presented In the statement of financial position
when the entity currently has a legaily enforcaable right ta set off the racognised amounts and intends aither to seitle on a net
basis, of to realise the assst and saitie the Hability simuitanecusiy,

i accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred
asset and the associated liability.

1.8 Employmen benefits

Shart-term empioyee bonefits

The cost of short-term employee tenefits, {those payable within 12 months after the service is rendered, such as paid
vacation leave and sick leave, bonuses, and nen-monetary benefits such as medical care}, are recognised in the period in
which the service is rendered and are not discounied.

The expected cost of compensated absences is recognised as an expense as the emplayees render services that increase
their entittement or, in the case of non-accumulating absences, when the absence occurs.

The bonus paymants are recognised as an expense when there is a legal or constructive obligation to make such payments
as @ result of past performance.

Retiremert funds

The entity contributes to defined confribution and deflned benefit funds. These funds are muli-employer funds.
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Defined contribuilon plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed {or state plans} retirement benefit schemes are deait with as defined contribution
glans where the entity's obiigation under the schemes is equivalent to those arising in a defined contribution retirement
aenefit plan.

Defined benefit plans
For.defined benefit plans the cost of providing the benefits is dstermined using the projected credit methogk
Aciuarizl valuations are conducied on an annuai basis by independent actuaries separately for each plan.

Past service costs are recognised immediataly to the extent that the benefits are aiready vested, and are otherwise
amortised on a straight line basis over the average period until the amended benefits becoma vested.

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation
s adjusted for unrecognised actuarial gains and Josses and unrecognised past service costs, and reduces by the fair value
cf plan assets.

The entity does nat apply “defined benefit accounting” to the defined benefit funds to which it is 2 member, where these
funds as classified in terms of GRAP 25 as multi-employer plans, as sufficient information is not avallable to apply the
principles involved.

To the extent that a surplus or deficit exists, based on availabie infermation, and which may affect the amount of future
contributions, these are assessed. In the case of surpluses, no ¢hange is made in the rate of contributions. in the case of
deficits, the entity will increase contributions on a phased basis. To the extent that the full discounted value of pbligations to
the funds is not fully accounted for at year end, a contingent liability arises and is reported on accordingly.

Medical Aid: Continuad Members

The entity orovides post-retirement benefits by subsidising the medical aid coniributions of certain retired staff. According to
*ha 7utes of the medical aid funds, with which the entity is associated, a member (subject to the applicable conditions of
sarvice) on retirement, is entitled to remain a certinuad member of such meadical aid fund, in which case the memberis
liable for the portion as determined by Council from time to time, of the medicai aid membership fee, and the entity for the
remaining portion.

1.7 Provisions and contingencles

A provision is recognised when the entity has a present obiigation (legal or constructive) as a result of a past event and it is
probabie that an outfiow of resources embodying economic benefits or service potential will be required %o settle the
obligation and a reliable estimate can be made of the amount of the obligation.

The entity does not raecognise a contingent liability or contingent asset. A contingent liability is disclosed unless the
possibility of an sutflow of resources embodying econcmic benefits Is remote. A contingent asset is disclosed where an
inflow of econcmic benefits is probable.

The amount of a provision is the best astimate of the expenditure expected to be required to settle the present obligation at
the reporting date. Where the effect of time value of money is material, the amount of a provision is the present value of the
expenditures expected to be required to settle the obligation. The discount rate is a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. Where discounting is used, the carrying
amount of a provision increases in each period to reflect the passage of time. This increase is recognised as an interest
expense.

Provisions are reviewed at each reporting date and adjusted to refisct the current best estimate. Provisions are reversed if it
is no longer probable that an outflow of resources embodying economic benefits or service potentiat will be required, to
settle the obligation.
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A provision is used only for expenditures for which the provision was origirally recognised.
a) Leave provision

Liabilities for annual ieave are recognised as they accrue to employees. The liability is based on the fotal accrued
ieave days at year end.

b) incentive bonus provision

A provision for incentive bonuses is raised. The bonuses will oniy be approved by the board of directors ;¢ they are
satisfied with ERWAT's performance at the end of the financial year.

1.8 Impairmeni of cash-generating assets and non-cash-gsnerating assots

Cash-generating assets are assets managed with the objective of generating a commercial return. An asset generates a
commerciai refurn when it is deployed in a manner consistent with that adopted by a profit-oriented entity. Non-cash-
generating assets are assets other than cash-generating assets.

impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic
recognition of the loss of the asset's future economic benefits or service potential through depreciation {amortisation),

The entity classifies all assets held with the primary objective of generating a commercial return as cash-generating assets.
All other assets are classified as non-cash-generating assets.

Identification

Yvhen the carrving amount of a cash-generating asset exceeds is recoverable amouni or whan the carrying amount of a
non-cash-generating asset exceeds its recoverabla service amount, it s impaired.

The entity assesses at each reparting date whether there is any indication that an asset may he impaired. If anv such
indication exists the entity estimates the recoverable amount or the recoverable service amount of the asset,

Factors that are taken into account in identifying whether an asset Is impaired include external sources of information such
a as the technological, legal or regulatory context in which the asset s used, as well as internal sources of information such
as evidence of physical damage of the asset, and significant long-term changes with an adverse effect on the entity that
have taken piace during the period, or are expected fo take polace in the near future, in the extent to which, or manner in
which, an asset is used or is expected 1o be used.

irrespective of whether there is any indication of impairment, the entity alsc assess an intangible asset with an indefinite
useful life or an intangible asset not yet available for use for impairment annually by comparing its carrying amount with its
recoverable or recoverable service amount, This impairment test is performed at the same time every year. If an intangible
assst was initially recognised during the current reporting pericd, that intangible asset was tested for impaiment before the
end of the current reporting period.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from
the continuing use of an asset and from its disposal at the end of its useful e, Value in use of non-cash-generating assets
is the present value of the non-cash-generating assets remaining service potentiai.

When estimating the vaiue in use ofa cash-generating asset, the entity estimates the future cash inflows and outflows to be
derived from continuing use of the asset and from its ultimate disposal and tha entity applies the appropriate discount rate
to those future cash flows. The present value of the remaining service poteritial of a non-cash-generating asset is
determined using the most appropriate of the following approaches:

“ Depraciated replacement cost approach;
o Restoration cost approach;
» Service units approach

Recognition and measurement

If the recoverable amount of an asset is less than its carrying amount, the canying amount of the asset is reduced to its
recoverable amount or recoverable service amount. This reduction is an impairment loss.
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1.8 Impairment of cash-generating assets and non-cash-generating assets {continued)
An impairment loss is recognised immediately in surplus or deficit.

When the amount estimated for an impairment loss is greater than the carrying amount of the asset to which it reiates, the
entity recognises a Fiability only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the asset is adjusted in future periods
to aliocate the asset's revisad carrying amount, isss iis residual valua (if any), oni a systematic basis over its remaining
useful life.

Reversal of impairment loss

The entity assasses at each reporting date whether there is any indication that an impairment loss recognised in prior
periods for an assat may no longsr exist or may have decreased. !f any such indication exists, the entity estimates the
recoverable amount or recoverable service amount of that asset.

An impairment loss recognised in prior periods for an asset is reversed if there has been a change in the estimates used to
determine the asset's recoverable amount since the last impaiment loss was recognised. The carrying amount of the asset
is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased carrying amount of
an asset atiributabls to a reversal of an impairment loss does not exceed the carrying amount that woulid have been
determined (nat of depreciation or amortisation} had no impairment loss bean recegnised for the asset in [orior periods.

/A revarsal of an impaiymert loss for a cash-generaiing asset is recognised immediately in surolus or deficit.

Afer a reversal of an impairment loss is recognised, the depraciation {amortisation) charge for ihe asset i3 adjusted in
future seriods Yo glocats the asset's revisad carrying amount, kass its rasidual value {if any}, on a systematic basis over its
remaining usefu life,

Redesigration

The redesignation of assets from a cash-generating assetto a rion-cash-generating asset or from a non-cash-generating
asset 1o a cash-generating asset only occurs when there is clear evidence that such a redesignaticn is appropriate.
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1.8 Revenue from exchange transactions

Revenue is the gross inflow of economic benefits or service potential during the reperting period when those inflows result
in an increase in net assets, other than increases refating to contributions from owners.

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services
rendered / goods sold, the vaiue of which approximates the consideration received or receivable.

Revenue is the gross inflows of economic benefits or service potential during the reporting period when those inflows result
in increases in net assets, ather than increases relating to contributions from owners.

Revenue is measured at the fair vaiue of the consideration received or receivable,

When the inflow of cash or cash equivalents is deferred and the fair value of the consideration is less fran the nomina
amount of cash received or recelvable, the arrangement effectively constitutes a financing transactior:. The fair value ol the
consideration is determined by discounting alf future receipts using an imputed rate of interest. The Impuied rate of interest
is the more clearly determinabie of either:

» The prevailing rate for a similar instrument of an Issuer with a similar credit rating; or

» A rate of interest that discounts the naminal amount of the instrument to the current cash saies price of the goods or
services,

The difference between the fair value and the nominal amount of the consideration is recognised as interest revenue.
fnterest revenue is recognised on a time proportion basis.

Revenue from the rental of faciliies and aquipment is recognised on g straight-line hasis over the term of the lease
agreement.

"

Dividends are recognised when the municipality's right to receive payment is established.

Revenue from the sale of goods is recognised when the following conditions have been satisfied:

- The municipality has transferred to the buyer the significant risks and rewards of ownership.

- The municipality retains neither continuing managerial involvement io the degree usually associated with ownership nor
sffective control over the goods sold.

- The amount of revenue can be measured reliably.

- Itis probable that the economic beneiits or servics potential associated with the transaction will flow io the municipafity.
- The costs incurred or to be incurred in respect of the transaction can be measured reliably.

1.10 Revenuse from non-exchange transacticns

Non-exchange transactions are defined as transactions whare the entity receives valus from another entity without directly
giving approximately equai value in exchange.

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the
extent that a liability is ailso recognised in respect of the same inflow. As the entity satisfies a present obligation recognised
as a liability in respect of an inflow of resources from a non-exchange transaction recognised as an asset, # reduces the
carrying amount of the liability recognised and recognises an amount of revenue equal to that reduction.

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
entity. When, as a result of a non-exchange transaction, the entity recognises an asset, it aiso recognises revenue

required to settle the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as
revenue. When a liability is subsequently reduced, bacause the taxable @vent occurs or & condition is satisfied, the amount
of the reduction in the liability is recognised as revenue.

Transfers, including Grants and Receipts
The entity recognises an asset in respect of transfers when the transferred resources meets the definition of an asset and

satisfies the criteria for recognition as an asset. Transferred assets are measured at their fair value as at the date of
acquisition.
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.10 Ravenue from non-exchange transactions {continued)
Gifts and donations, including goods in-kind

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future
sconomic benefits or service potential will flow to the entity and the fair vaiue of the assets can be measured rsliably.

Sarvices in-kind

Excent for financial guarantee contracts, the entity recognise services in-kind that are significant to s operations andfor
service delivery objectives as assets and recognises the ralated revenue when it i3 probabie that the future economic
nenefits or service potential will flow to the entity and the fair value of the assets can be measured reliably.

Where services in-kind are not significant to the entity's operations and/or service delivery cbjectives and/or do not satisfy
tha eriteria for recognition, the entity discloses the nature and type of services in-kind received during the reporting period.

1.11 Leases

A lsase is classified as a finance lease if it transfers substantially all the risks and rewards incidental fo ownership. A lease
i classified as an operating lease if it does not transfer substantially all the risks and rewards incidantal to ownership.

When a lease inciudes land and buildings elements, the entity assesses the classification of each element separately.
Operating leases — lessor
Operating leasa reverue is recognised as revenue on a straight-line basis cver the lease term.

initial direct costs incurred in negotiating anc arranging operating leases are added to the carrying amount of the leased
asset and recognised as an expense over the lease term on the same basis as the lease revenus.

The aggregate cost of incentives is recegnised 2s a reduction of renial revenue over the lease termcn a straight-lIine basis.
Income for ieases is disclosed under revenue in statement of financial performiance.

Operating leases - lessae

Operating lease payments ars recognised as an expense on a straight-line basis over the lease term. The difference
between the amounts recognised as an expense and the contractua! payments are recognised as an operating lease asset

or liability.

The aggregate benefit of incentives is recognised as a reduction of rentai expense over the lease term on a straight-line
basis.

Finance leases - lessee

Finance leases ars recognised as assets and liabilities in the statement of financial position at amounts equal to the fair
value of the leased property or, if iower, the present value of the minimum lease payments. The corresponding liability to
the lessor is included in the statement of financial position as a finance lease obligation.

Minimum lease payments are appoitioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the
ramaining balance of the liability.

The discount rate used in caiculating the present value of the minimum lease payments is the interest rate implicit in the
iease.

Any contingent rents are expensed in the period in which they are incurred.
1.12 Borrowing costs

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.
All borrowing costs are recognised as an expense in the period in which they are incurred.

28



EAST RAND WATER CARE COMPANY (ERWAT} NPC

(Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Accounting Policies

1.13 incoma Tax
The Entity is exempt from tax due fo it being & Non-Profit Company.
1.14 Unauthorised axpenditure

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in terms of the conditions of
an allocation recsived from another sphere of government, entity or organ of state and expenditure in the form of a grant
that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unautitorised expendituie is
accounted for as ar expense in the Statement of Financial Performance and where recovered, it is subseguently accounted
ior as revenue in the Statement of Firancial Performance.

1.18 Fruitless and wasteful expenditure

i"ruitless and wasteful expenditure is expanditure that was made in vain and would have been avoided had reasonable care
been exercised, Fruitless and wastsful expenditure is accounted for as expenditure in the Statement of Financial
Performance and where recaovered, it is subsequently accounted for as revenue in the Statement of Financial Performancs.

1.16 hrregular expenditure

Iregular expenditure is expenditure that is cantrary to the Municipal Finance Management Act (Act No.56 of 2003}, the
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in cantraventionof
the entity’s suppiy chain management policy. lrregular expenditure excludes unauthorised expenditure. trregutar
expenditure is accounted for as expenditure in the Statement of Financiai Performance and where recovered, it 15
subsequently accounted for as revenue in ihe Statement of F ihanciat Performance.

1.17 Budget information

The approved budget is prepared in accordance with legislative requirements on an accrual basis, and is consistent with
accounting policies as adopted by the Council for the preparation of these financiai statements, and bresentad by econontic
classification linked to performance outcome abjectives.

The approved budget covers the fiscal period from 2017/07/01 to 2018/06/30. Thess figures are those approved by Council
both at the beginning and during the year, following a period of consultation with the public as part of the integrated
Pevelopment Plan {IDP). The amounts are scheduled as a separate additional financial statement, called the statement of
comparison of budget and actual amounts. Explanatory comments to material differences are provided in the notes to the
annual financial statements,

1.18 Related parties

The disclosure of related parties is carried out on the basis of [PSAS 20 Reiated Party Disclosure, in terms of Directive 5
{"Determining the GRAP Reporting Framework") issued by the Accounting Standards Boarg.

A related party is a person or an entity with the ability to control or jointly control the other party or exercise significant
influence over the other party, or vice versa, or an entity that is subject to common coniroi, or joint control,

Management are those persons responsible for pianning, directing and centrolling the activities of the entity, including those
charged with the governance of the entity in accordance with legislation, ir instances where they are required to perform
such functions.

Close members of the family of a person are considered to be those family members who may be expected to influence, or
be influenced by, that person in their dealings with the entity.

Coittroi is the power to govern the financial and operaiing policies of an entity se as to obtain benefits from its activities.
Joint controi is the agreed sharing of control over an activity by a binding arrangement, and exists oniy when the strategic
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control ithe
ventures).

Cnly transactions with related parties not at arm's length or not in the ordinary course of business are disclosed, except for
transactions with controlled ertities, which are disclosed in full.
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1.19 Events after reporting data

Events after the reporting date are those events, both favourable and unfavourable, that occur between the reporting date
and the date when the financial statements are authorised for issue. Two types of events can be identified:

» those that provide evidence of conditions that existed at the reporting dats {adjusting events after the repcrting date); and
» thoss that are indicative of conditions that arose after the reperting date (non-adjusting events after the reporting date).

Reporting date means the date of the last day of the reporting period to which the financial statements reiate. The sntity
adjusts the amounts recognisad in its financial statemsnts to reflect adjusting events after the reporting date. The entity
does not adjust the amounts recognised in its financial statements to reflect nen-adjusting events after the reperiing date,
the informaton is disclosed in the financial statements.

1.20 Commitments

Htems are classified as commitmants when the snfity has committad itself to future transactions that will normally result in
outflow of cash.

The entity discloses commitments for each class of capital assets (PPE and Intangfble assets) recognized in the financial
statements as well as future minimum lsase payments under non-cancellable operating leases for each of the foliowing
periads:

- Not later than ong year,

- Later than one year and not later than five years, and

- Later than five years.

1.21 Going concern
These annual financial statements have been prepared on a going soncem pasis.
1.22 Comparative figures

When the presentation or classification of items in the annua! financial statemeris is amended due to better presentation
and/ior better understandability and/or comparabiiity and/or due to the implementation of a new or amended standard, prior
pericd comparative amounts ara reclassified. Where accounting errors have been identified in the current year, the
correction is made retrospectively as far as is practicadle, and the prior year comparatives are restated accordingly. Where
thers has been a change in accounting policy in the current year, ths adjustment is made retrospectively as faras is
oracticable, and the prior year comparatives are restated accordingly.

1.23 Change In accounting estimates

A change in accounting estimate is an adjustment of the carrying amount of an asset or a liability, or the amount of the
pericdic consumption of an asset, that resuits from the assessment of the present status of, and expected future benefits
and obligations associated with, assets and liabilities. Changes in accounting estimates result from new information or new
developments and, accordingly, are not corrections of errors.

The effect of a change in an accouniing estimate, other than {o the extent that a change in an accounting estimate gives
rise to changes in assets and liabilities, or relates to an item of net assets, is recognised prospectively by including it in
surplus or deficit in:

(a) the period of the change, if the change affects that peried only; or

{b) the period of the change and future periods, if the change affects both.
To the extent that a change in an accounting estimate gives rise to changes in assets and liabiliies, or relates to an item of

net assets, it is recognised by adjusting the carrying amount of the related asset, liabiiity or item of net assets in the period
of the change.
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Praspective recognition of the effect of a change in an accounting estimate means that the change is applied to
transactions, other events and conditions from the date of the change in estimate. A change in an accounting estimate may
affect only the current period's surplus or deficit or the surpius or deficit of both the current period and future pericds.
However, a change in the estimated usefu! life of or the expected pattern of consumption of sconomic benefits cr service
potential embodied in a depreciable asset affects the depreciation expense for the current period and for each future periog
during the asset's remaining useful life. In both cases, the effect of the change relating to the current pariod is recognised
as revenue or expense in the current period. The effect, if any, on future perieds is recognised as revenue or expense n
those future periods.

1.24 Prior period error

Prior peried errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods
arising from a failure to use, or misuse of, reliable information that:

(a) was available when financial statemenis for those periods were authorised for issiie; and
(b} could reasonably be expected to have been obtained and taken into account in the preparaticn and -
presentation of those financial statements.

Such errors include the effects of mathematical mistakes. mistakes in applying accounting policies, oversights or
misinterpretations of facts, and fraud.

Refrospective restatement is coirecting the recognition, measurement and disclosure of arnounts of elements of financial
statements as if a prior period error had never accuited.

The entity corrects matesfal prior petiod errcrs retrospectively, except to the extent that it is impracticable to determine
sither the period-specific effects or the cumulative oifect of the error, in *he first set of ancial statements authorised for
'ssue after their discavery by:

{a} restafing the comparative amounis for the prior peiiod(s) presented in which the error accurred: or

{b) if the error occured before the eariest prior period presented, restating the opening balances of assets,
fiabiiities and nat assets for the earliest prior period presented.

When it is impracticable to determine the period-spacific effects of an error an comparative information for ane o more brigr
periods presented, the entity restates the opening batances of assets, liabilities and net assets for the earliost period for
which retrospective restatement is practicabie. When it is impracticable to determine the cumulative effect, at the beginning
of the current period, of an error on all prior cerlods, the entity restates the comparative information to correct the error
prospectively from the earliest date practicable.
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Restated*
R R

2. New standards and interprefations
21 Standards and interpretations Issued, but not yet effeclive

The entity has not appliad the following standards and interpretations, which have been published and are mandatory for
the snfity's accounting periods beginning on or after 01 July 2018 or tater periods:
Effective date:

Standard/ Interpretation: Expected impact:

Years beginning on or
after

iGRAP 19; Liabilities to Pay Levies 01 April 2019 Unlikely there will be a
materiai impact

Guideline: Accounting for Arrangements Undeitaken i.t.o Not yet set Unlikely there will be a

the National Housing Programme material impact

GRAP 34: Separate Financial Statements Not yet set Unlikely there will be a
material imoact

GRAP 35: Consolidated Financial Statements Not yet set Unlikely there will be a
material impact

GRAP 36: Investments in Associates and Joint Ventures Not yet set Unlikely there will be a
material impact

SRAP 37: Joint Arrangements Not yet set Unlikely there will be a
material impact

GRAP 38: Disclosure of Interests in Cther Entities Not yet sat Unlikely there will be a
material impact

GRAP 12 (as amended 20186): Inventories 01 Aprit 2018 Uniikely there will be a
material impact

GRAP 27 (as amended 2016). Agriculture 01 April 2018 Unlikely there will be a
material impact

GRAF 31 (as amended 2018); infangible Assets 01 April 2018 Unlikely there will be a
material impact

GRAP 103 (as amended 2016): Heritage Assets 01 April 2018 Unlikely there will be a
material impact

GRAP 110 {as amended 2018): Living and Non-living 01 Apnil 2018 Unlikely there will be a

Resources material impact

IGRAP 18: Interpretation of the Standard of GRAP on 01 April 2019 Unlikely there will be a

Recognition and Derecogntion of Land material impact

Directive 12: The Selection of an Appropriate Reporting 01 April 2018 Not applicable to entity

Framewocrk by Public Entities

GRAP 20: Related parties 01 April 2019 Unlikely there wilt be a
maternial impact

GRAP 28 (as amended 2016): Impairment of cash- 01 April 2018 Unlikely there will be a

generating assets material impact

GRAP 109: Accounting by Principals and Agents 01 April 2018 Unlikely there will be a
material impact

GRAP 21 (as amended 2016} Impairment of non-cash- 01 April 2018 Unlikely there will be a

generating assets material impact

GRAP 18 (as amended 2016); Segment Reporfing 01 April 2020 Unlikely there will be a
material impact

GRAP 108; Statutory Receivables 01 April 2019 Unlikely thers will be a
material impact

GRAP 32: Service Concession Arrangements: Grantor 01 April 2019 Unlikely there wili be a
material impact

IGRAP 17: Service Concession Arrangements where a 01 April 2019 Unlikely there willbe a

Grantor Controls a Significant Residual Interest in an Asset material impact

GRAP 17 (as amended 2016): Property, Plant and 01 April 2018 Unlikely there will be a

Equipment material impact

GRAP 16 (as amended 2016): Investment Property 01 April 2018 Unlikely there will be a

material impact
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2. New standards and interpretations {continued;
*  GRAP 106 (as amended 2016}: Transfers of functions 01 April 2018
between entities not under common contro;

3. Trade recelvables from exchangs ransactions

Gross trade recelvabies from exchange transzctions

Unlikely there will be a
material impact

Commercial business receivables 20563085 23 721 628
Reiated party debtors 54 455 806 18 609 252
75 0183891 42 350 880
Less: Allowance for impairment
Commercial business - Provisien for bad debts (45713800 (4223 278)
Net balance
Commercizi business recsivables 15 991 705 16 518 352
Reiated party debiors 7 54 455 808 18 609 252
70 447 511 38 127 604
Ageing of Commercial business - Trade receivables from exchange transactions
Current (0 -30 days) 8 246 891 5814 434
31 - 60 days 2304 088 2 544 633
61 -90 days 1082 189 3505582
91 - 120+ days 10 929 917 11786 979
Less: Allowance for impairment {(4571380) (4223276)
159817058 19518 352
Ageing of reiated party - Trade recsivables from exchange fransactions
Current (0 -30 days) 1 896 687 1878709
31 - 80 days 834733 523 932
&7 - 90 days 18 224 971 -
81 - 120+ days 33 499 415 16 206 611
54455806 18 609 282
Total
Current (0 -30 days) 8 143 578 7693 143
31 -80 days 3 138 821 3 068 565
61 - 80 days 18 307 160 3 595 582
g1 - 120+ days 44 429 332 27 993 590
75018 881 42 350 380
Less: Allowance for impairment (45713800 (4223 278)
70 447 511 383127 604
Less: Aliowance for impairment
61 - 90 days - (2 420)
91 - 120+ days - - (4571380) (4220856)
{4671 380) (4 223 276)
Reconciliation of allowance for impairment
Balance at beginning of the year (4223276) (2949102
Contributions to the Debt Impairment Allowance (Credit Losses) (348 104} (1274 174)
(4 571 380} (4 223 278)
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3. Trade receivables from exchange transactions {continued)
Trade receivables past due but not impaired

Trade receivables which are less than 3 months past due are not considered to be impaired. At 30 June 2018, R &1 815 983
(2017: R 32 782 114} were past due but not impaired.

The ageing of amounts past due but not impaired is as follows:

i month past due 3138 821 2 896 469
2 months pas: due 18 307 160 2202073
3 months past dug 39370002 27683572

Receivables from exchange transactions encumbered

Receivables with a carry value of R 70 447 511 {2017: R 38 127 604) are encumbered in respect of a leng-term borrowing, as
disclosed in the long-term borrowing note 13. ERWAT has agreed to cede to its controlling entity ciaims against it book
debtors, in avent of SRWAT defaulting on it's obligation in terms of the loan. ERWAT thereby cedes, assigns and transfers unto
and in favour of City of Ekurhuleni Matropolitan Municipality ail of ERWAT's rights, title and interest in and to ail book debts,
oresent and future, due and to become due to ERWAT, in the event that ERWAT defaults on it's obligation in terms of the loan
of R 550million advanced by Nedoank Ltd. This cession shali endure for as long as ERWAT in indebted to Nedbank Ltd, and
the guarantee provided by City of Ekurhuleni Mstropaiitan Municipality in favour of Nedbank Lid and guarantse for the loan
reinains in effect.

4. Receivables from non-exchange transactions

Governmant grants and subsidies 23491624 34707677

Ageing of Receivables from non-exchange transactions

Current (C-30 days) - 9128 275
31-60days - 1012 829
51-90 days . 583 438
91 - 120+ days 23491624 23882135

23491624 34707677

Receivables from non-exchange transactions encumbered

Receivables with a carry value of R 23 491 624 (2017: R 80 482 426) are encumbered in respect of a long-term borrowing, as
disclosed in the long-term borrowing note 13. ERWAT has agreed to cede to its controlling entity claims against it book
debtors, in event of ERWAT defaulting on it's obligation in terms of the loan. ERWAT thereby cedes, assigns and transfers unto
and in favour of City of Ekurhuleni Mefropolitan Municipality all of ERWAT's rights, title and interest in and to all book debts,
present and future, due and to become due to ERWAT, in the event that ERWAT defaults on it's obligation in terms of the loan
of R 550 million advanced by Nedbank Ltd. This cession shall endure for as long as ERWAT in indebted to Nedbank Ltd, and
the guarantee provided by City of Ekurhuleni Metropolitan Municipality in favour of Nedbank Ltd and guarantee for the loan
remains in effect.
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4. Receivabies from non-exchange transactions (continued)
Receivables from non-exchange transactions past due but not impaired
Management does not consider any recejvables from non-exchange transactions tc pbe mpaired, regardless of their age, as
they relate soley to transctions with CoE which is the controliing entity of ERWAT. In addition, past axperience has shown that
all recsivables from the controlling entity are recoverable. The disclosure below is included only in order to comply with the
standards of GRAP.

Receivables from ncn-exchange transactions which are less than 3 months past due are not considered {o be impaired. At 30
June 2018, R 23 491 624 (2017: R 71 489 745) were past due but not impaired.

The ageing of amounts past due but not impaired is as follows:

1 month past due - 52 410 068
2 months past due - 101282¢
3 months past dus 23 491 624 18 066 847

5.  Other receivables from exchange fransactions

Deposits 3 439 791 3235843
Prepaid expenses 1700 829 1938 997
Medical aid - 7031

i 5 140 620 518187

6. VAT receivable

VAT 35498785 24056 510

7. Otherfinancial assets

Name of entity Carrying Carrying Fair value Fair value
amount 2218  amount 2017 2018 2017
Saniam demutualisation shares 1 244 898 1011 528 T 244 898 1011 528
Old Mutual demutualisation shares 1 062 590 1274 Mg 1 082 590 1274019
Old mutual unit trust 6113 248 5833938 6113 248 5833938

8420736 8119485 8420736 8115 485

Falr value

The fair values of listed or quoted investments are determined annually and are based on the quoted market price. A quoted
market price is a Level 1 input in terms of GRAP 104.120.

8. Cash and cash equivalenis

Cash and cash eguivalents consist of

Cash on hand 23 400 21200
Bank balances - 85354 252 157 780 502
Interest accrued not yet recsived from the bank 1 567 348 z

86 945 000 157 751 702
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8. Irregular expenditure (continued)
The antity has the foliowing bank accounts
Account number / description Bank statement balances Cash book balances

30 June 2018
ABSA BANK - Current account - 58 941 557
2-6017-0120

30 June 2017 30.une 2016 30 June 2018 30 June 2017 30 June 2018
157 714 415 302802058 80508805 157 387 173 302 801 808

ABSA BANK - Salary account - 26412895 393 329 2531423 26412895 3493 328 2 531 423
2-6017-0139

Petty cash and floats - - . 23 400 21 200 20 100
Total B5354 252 4158107744 305333481 86945000 457781 702 305 353 33
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08}

Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financiai Statements

2018 2017
R R
9. Property, piant and equipment
2018 2017
Cost/ Accumulated Carrying valug Cost/ Accumulated Carrying valus
Valuation depreciation Valuation depraciation
and and
accumulated accuinulated
impairment impairment
Land 13017 283 - 13017283 13 017 283 - 13017283
Buildings 37 885 191 {6315383) 31569798 35982 178 (5372822) 30809358
Buildings - Assets under 19 030 693 - 18030893 12473728 - 12473728
construction
Plant and machinery 46582119 {16631556) 29950563 33 125828 {14 845818) 18279810
Furniture and fixtures, office and 20100707 {10084 468) 19036238 23 492 467 (8 863 230) 14 629237
computer equipment
Motor vehicles 54823656 (16010421) 38813235 53 188 497 (12578191} 40808 308
infrastructure, Waste water 952 580 307 - 952960307 816654 355 ~ 816 654 356
purification works - Assets under
construction
Infrastructure, Waste water 1395898 200 (400 845 978) 0995 052 222 1 351 285613 (349 015 805) 1 002 279 808
purification works
Plant and machinery - Assefs 710975 - 710975 - .
under construction
Leased assets T 247 550 {887 137) 360413 1248 350 (647 717) 600633
Total 2 551 256 681 (450 754 954) 2 100 501 727 2 340 478 100 (391 324 583) 1 949 163 517

o
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017
R - R
8. Property, plant and equipment (continued)
Reconciliation of Work In Progress 2017
Inciudad within Inciuded within included within Total
infrastructure  Land and Furmitwre and
huildings  fidures, office
and compuier
ecuipment
Opening balance 781 627 484 4491714 3404 786125602
Additions/capital expenditure 24 599 330 7 023 452 101622782
Transfers {221 520 036) - - (221 520 038)
Prior year adjustments 151 947 £78 058 562 (6 404) 162 829 738
816654 356 12473728 - 3289128 084
Leased assots: Cost Accumuiated Net book value
Iepraciation
Benoni 437 877 {424 378) 13 299
Dekema 168 150 {55 915} 112 235
H. Bickiey 87719 {25 301> 59 418
Rondebult 2 000 530 {843 844) 1 153 686
Rynfield 654 554 {158 596) 494 958
3 348 630 {1 515 034 4833 596

Expenditure Incurred to repair and maintain property, plant and equipment included in Statement of Financial

Performance

Employee related cosis 34050297 28053520

Contracted services 124 674 221 98 674 931

General expenses 7 962 109 1531385
166 686 627 129 252 845

A register containing the information required by section 53 of the Municipal Finance Management Act is available for

inspection at tha registered office of the entity.
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017
R R
10. Intangible assets
2018 2017

Cost / Accumulated Carrying value Cost/

Valuation amertisation

Valuation

Accumulated Carrying value
amoitisation

and and
accumulated accumuilatad
impairment impairment
Computer softwars %4 193 580 {4 86C 769 6532811 10 177 460 (3 581 885 6615 575
Reconciliation of intangibie assets - 2018
Opening Additions Amortisation Total
baiance
Computer software 8815575 1018 142 (1Cs8arn 8532 811
Reconciliation of intanglble assets - 2017
Opening Additions  Other changes, Amortisation Tota!
balance movements
Computer software 2272048 4 890 868 106 476 (653 835) 6615 575
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

tRegistraticn number 1892/005753/08)
Annual Financial Stataments for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017
R R
11. Payables from exchange transactions
Trade payables 109612637 71369380
Payments received in advance - contracts in progress - 773688
Deposits 11 780 11780
Accrued bonus 3 885 367 5192 918
Accrued overtime 2181 780 2092582
Payroll creditors 412¢ 384 73 493
Related party payables 4 487 909 6783835
Retention 970 097 963 634
Debtors with credit balances 251 B75 57 448
Other payables 3685 5545
Unidentified deposits 8 500 44 572
128813 774 37 373 87%
12. Provisions
Reconciliation of provisions - 2018
Toening Adcitlons  Utllisad during  Reversed Total
Batance thewoar  during the year
Incentive bonus provision 17 201 507 - (17 201 80973 -
Leave pay provision 16 323 816 11 784 448 {7 280 780} - 20 127 482
33525323 11704446 {7950 780} (17 201 507} 20 127 432
Reapnciliadon of provisions - 2017
Opening Additions  Utilised curing Total
Balance the year
Incentive bonus provisicn 12 458 098 4743 408 - 17 201 507
Leave pay provision 11 960 938 Q517 587 {5154 708) 16323816
24419037 14 260 895 (5154 709y 33 625323

Incentlve bonus provision

A provision for incentive bonuses is estimated at year enc. The incentive bonus will be paid out if the Board of Rirectors and
the controlling entity are satishied with ERWAT's performance. The amount will be determined by the Board in terms of
ERWAT's policy and the date of payment wili only be when the board approves the incentive bohuses.

An amount of R 8,896,041 included in the reversal of R17 201 507 (2018) was only reversed subsequent to year end, refer to

Note 46 in this regard..

Leave pay provision

The liability is based on the total accrued leave days at year and. The paymeant of the isave and the amount are uncertain as
emoioyees take their leave at different stages during the year or may chocse to encash the leave days accumulated.
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EAST RAND WATER CARE COMPANY (ERWAT) NPC
(Registration number 1892/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017

13. Long term borrowings

At amortised cost

Bank loan - Nedbank (Secured) 490 435435 533 281072
Shx monthly Jibar plus 2.32% currently @ 2018: 10.028% (2017 10.278%)

Redeamable 30/11/2029

The loan is repayable in bi-annual instalments with & capital repayment amount

R21,153,846

Bank loan - INCA {Unsecured) 54 1030862 50777 574
INCA @ 2018: 8.25% {2017: 8.25%) Redeemabie 28/06/2024

The loar is repayable in bi-annuai instalments, the last repayment amount for the 2018

financial year was R5,233,470 and the next repayment amount due is R5,24¢,417

Bank loans - DBSA ( Unsecured) 9 306 220 11 946 072
DBSA - Loan 61001191 - R1,802,774

Fixed rate of 15% @ 2018: (2017: 15%)

Redeemable 30/08/2020

The ioan is rapayable In fixed bi-annusi instalments of R429,696

DBSA - Loan 61001192 - R7,568,948
Three monthly Jibar plus 2.22% currently @ 218 10.54% (2017: 10.12%)

Redeemable 30/09/2020
The loan is repayable in quarterly instaiments with a capital repayment amount of
R737,425,
553 845617 605 004 715
Totai iong term borrowings 833 845 817 605 004 715

Refer to note 3 and 4 for information relating to debtors ceded against the Nedbank loan.

Non-currant ifabilities
At amortised cost 497 440 987 549 753 95C

Current liabiiities
At amortised cost 56 404 629 55 280 765
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

{Registration number 1992/005753/08)

Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017
R R

14. Financial lease obligation

Non-current liabilities

Finance ipase cbiigation 119 466 358 398
Lurrent Habliities

Finance lease obligation 238 932 238 932
Minimum lease payments due

- witnin onhe year 238 932 233932
- it s@cond io fifth year inclusive 119 466 358 308
Present value of minimum lease payments 358 398 597 330
Non-current liabilities 119 466 358 398
Current liabilities 238932 236932

358 398 397 330
Finance Leases:
The finance lease relates to the renting of the access control system, electric fencing and CCTV equipment.
15. Employee benefit obligations
The amounts recognised in the statement of financial position are ue follows:
Carrying value 201718 2016/17 2015/186 2014/15 2043114
Opening balance 34170000 29404000 27978000 22240000 15087 801
Benefit paid (1445 964) (1087 000) (870 Q00) (794 000) {550 000)
Net (income)/fexpense recognised in the (1 604 036) 5853000 2 396 000 6 532 000 5702 199
statement of financial performance
35120000 34170000 29404000 27978000 22240000

The obligation is dus to a post-ratirement medical aid benefit offered by ERWAT. in the event that a medical aid contributing
ampioyee retires, ERWAT will continue to pay 66% of the medical aid contribution provided that the reguirements of the policy

are met by the employee.

The entity does not have any specific assets set aside to prefund for this liability, therefore no asset value is included in the

valuation.

Net Income {expense) recognised in the statement of financial performance

Carrying value 201718 201617 2015/16 2014115 201314
Current service cost (1238000) (10810C0) {974 C00} {766 000} (7 309 000}
Intarest cost (3400000) (2989000) (2494000) (2081000} (1901000)
Actuariai gains/(losses} 5242 036 {1783 000) 1072000 (3675000} (3492 199)
1504 036 (5853000) (2396000) (5532000) (6702199)
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EAST RAND WATER CARE COMPANY
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Notes to the Annual Financial Statements

(ERWAT) NPC

2018

2017

15. Employee benefit obligations {continued)

Koy assumptions used

An actuarial valuatior: has been performed by ARCH Actuarial Consulting CC as 2t 30 Juie 2018, A
performad by iIAC independent actuaries and consuitante as at 30 June 2017, 30 June 2048 and 30

Waterhouse Cocpers performed the actuarial valuations as at 30 June 2014.

The key financiai assumptiois are as follows:

Cilarial valuations were
June 2015, Prica

201718 221617 201516
Discount rajes uzed 852 % 8,08 10,16 %
Medical cost inflation rates 733% 8,88 % 9,58 %
Proportion of retiring members who zre 22,00 % 80,00 % 90,00 %
married
Average retiremeni age

63 years 83 years 63 years

Number of children under the age of 21

2014718

891 %
842 %
20,00 %
63 years

2013/14
9,40 %
9,00 %

90,00 %

63 years

The discount rate of 9,52% was sat with reference to the market yield on govemment bonds, by using the weighted average

duraticn of the lizbility i.e. 16.24 years and the corresponding interest yield rate of 9,52%.

Other assumptions

The assumed discount rate had a significant effect on the amounts recognised in surplus or deficit. A one {1%) percentage

point change in the assumed discount rate would have the following effects:

One
percentage
point increase polnt

One
percentage

decrease
Defined benefit obligation at start of period (ended 30 June 2018) (27 362 000) (35 821 QCO)
Service cosis (981 000) {1 588 000)
Interest cost (32410000 (3577 000)
2018 2017 2016 2015 2014
Defined benefit obligation 32 120 000 34 170 000 29 404 000 27 978 00O 22 240 000
Surplus (deficit) 6 242 036 {1783 000} 1072 000 (3 675 000) (3482 199)
Experience adjustments on plan liabilities 2 754 000 (4 484 000) 680000 (11690 000) (10 765 000}
16. Revenue
Service charges 719935 154 645216 446
Other income 109 478 367 114955 315
Interest received - investment 6713 655 17 042 742
Dividends received 65 985 554 648
Development contribution 79914197 45254 039
ovarnment grants & subsidies 50000000 50000000
966 107 388 873 024 090

The amount included in revenue arising from exchanges of goods or services
are as follows:
Service charges 710935 184 845 2186 446
Other income 108478397 114 955 315
Interest received - investment 6713655 17042742
Dividends received 65 985 554 648

836 193191 777 789 151
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EAST RAND WATER CARE COMPANY (ERWAT) NPC
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Annual Financial Statements for the year ended 30 June 2018
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2018 2017
R R
16. Revenue (continued)
The amount Included in revenue arising from non-exchange transactions Is as
foliows:
Tevelopment contribution 799214 197 45254 B3
Govarnment grants & subsidies 50000 G600  5C 000 000
128 914 197 95 254 9539
7. Service charges
Sewsrage and sanitation charges 719935 154 645 216 446
i8. Other income
Discount received 21 520 20 580
Other income from commerciai business 107 315083 112935473
Learnarship income 1658 871 1824 002
Tender income 482 923 375250
109 473 397 114 955 315

Included in the income from commerciai businass is income received frem housing and leasing, commercial business,

laboratory, operations and technicai.
19, tnvesiment revenue

Dividend revenue

Unit trusts - Local 65 985 554 648
Interest revenue
inerast received: Bank 6 519417 18 311 677
nmarast received: Deposits 194 238 731065
%713 655 17 D42 742
5779 640 417 597 390
20. Development contributions
Develepment coniributions 72914 197 45254 939
21. Government grants & subsidies
50 Q00 Q00 50 000 000




EAST RAND WATER CARE COM

(Registration number 1982/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Notes o the Annual Financial Statements

PANY (ERWAT) NPC

2018 2017
R R

22, Genera! expenses
Advertising 855 286 533 63+
Assassmernt rales & municipal charges 1514 069 2993 401
Auditors remuneration T 579678 1352 338
Bank charges 428 560 343 248
Computer expenses 1983 984 1870 794
Conferances and seminars 2235148 1101 331
Consuiting and professional fess 18 765 879 15 844 012
Danations 31400 230872
Entertainment 2788 90¢ 1719 581
Flowers 94 731 34327
Heaith, safety and protective clothing 6 728 301 2019 18¢
Fuei and other fleet costs 11 208 488 10 489 846
Insurance 4194 112 3 926 047
Laboratory charges 3757 017 4 795 201
Lease renta! 1126 316 941 496
Marketing and public re!ations 1713716 1376527
Staff recruitment feos 1862170 1840913
Printing and siationery 1 448 343 961 524
Rental of equipment 1124 185 1 705 996
Research and development costs 652 728 873335
Repair and maintenance 124 674 221 98 574 931
Security 20 189529 11544 326
Sewerage and waste disposal 20772 37215
Subscriptions and membership fees 735 766 297 641
Telephone and fax 2170 581 2115385
Training 3524732 2924 663
Transport and freight 5339729 34T 774
Travel 5760 822 3295778

224 435 235 175 761 280
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(Registration number 1892/005753/08)
Annual Financial Statements for the year ended 30 June 2018
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2018 2017
R R
23. Employee costs
Basic 174 765 180 152 470 264
Bonus 13 648 634 11 133 038
Bursary schemes 94 326 83 447
Car allowance 5 485 058 5 383 955
Cell phone and data card allowances 3882139 526 835
Company contributions 48 116 330 45491871
Housing benefits and allowances 198681 652 1 508 253
Leave pay provision charge 11 764 446 9 517 587
Long service awards 552 098 297 069
Long-term benefits - incentive scheme (17 201 507} 4743 408
QOvertime payments 25 573 961 19 314 086
Other short term costs 353 270 244 480
Post retirement - medical loss/{gain) 1238 000 1081000
Remuneration of non-executive directars 2713715 2709737
Sanlam disability fund 586 263 559 432
Workmen's compensation 1713232 1774 403
275 063 757 257 358865
Remunaration of ths Chief Executive DificarAlanaging Directer
Annual Remunsration 1 505 440 1377 288
Travel Allowance = 24 000
Contributions o UIF, Meadica! and Pension Funds 262 34C 247 044
Teleohone and data card allowance 52 80¢ 50 378
Long senvice award - 22 931
Bonuses and performance related payments 125 008 .
1945 588 1721 641

The remuneration of the Chief Executive Officer is included in the employee related costs. Flease refer to the note on Directors

and axacutive emaluments for more detailed breakdown of the Chief Executive Officer.
Pleasa refer 1o note 43 for the details of remuneration of the managers and directers.

Remuneration of Chief Finance Officer

Annual Remuneration 1048 431 1083 272
Trave! Allowance 102 000 102 000
Contributions to UiF, Medical and Pensicn Funds 341111 M7 076
Ceil phone and data card allowance 40 800 40 800
t.ong service award - 32 560
Bonuses and performance related payments 87 312 -
Total 1620 654 4 555 708

The remuneration of the Chief Financial Officer is included in the employee related costs. Please refer to the note on Directors

and executive managers emoluments for more detalled breakdown of the Chief Finance Officer.

Please refer to note 43 for the details of remuneration of directers and executive managers.
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2018 2017
R R

23. Employee costs {continued)
Remuneration of Executive Managers excluding Chief Financial Officer
Annual Remuneration B 732745 5 288 387
Travel aflowance 550 200 487 000
Contributions to UIF, Medica! and Pension Funds T 887 278 1466 488
Cell phone and data card silowance 282 400 235 800
Bonuses and performance refated payments 542 371 =

9 784 794 8477 675
Remuneration of Non-Executive Directors
Armnuai Remuneration 2 558 533 2479861
Travef Alfowance 9982 77 876
Celi phone and dats sard allowancs 147 200 152 000

273716 2709737

In-kind benefits

All ERWAT directors have the use of a company owned laptop and 3G card. The directors
are within the upper limits of the framework envisaged in section 219 of the Constitution.

24. Debt impairment

salaries, allowances and benefits

Reversal of impairment aflowance (4223276) (2949 102)
Coniributions to the Debt Impairment Aliowance {Cradi* Losses) 4 571 380 4223278
348 104 1274174
Refer to note 3.
25. Depreciation and amortisation
Property, plant and equipment 64796606 54032536
intangible assets 1098 877 853 835
65 895 483  ©4 688 371
Refer to note 9 and 10.
26. Finance costs
Interest on leng-term borrowings 57752188 63361037
Finance jeases 97 068 2585170
Unwinding of discount - Employee benefit obligation 3 400 000 Z 989 000
61249 257 &6 605 207
27. Bulk purchases and materials
Electricity 119 047 524 125 658 849
Water 4 977 590 <352 204
Sewer purification 79 729 B44 81 350 545
203 754 958 182 361 598
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EAST RAND WATER CARE COMPANY (ERWAT) NPC

(Registration number 1992/005753/08)
Annual Financial Statements for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017
R R

28. Cash generated from operations
Surplus 139840346 112554030
Adjustments for:
Depreciation and amoriisation 55 88C 136 64686 371
Loss on saie of assets 1078 340 938 437
Actuzrial gains/(losses) {8 242 036) 1783 000
Fair vaide adjustments {301 252} 700 128
Finarce costs - Finance ieases - 255170
Debt impaimeant 348 104 1274174
Movements in ratirement benefit liability 3192036 2083019
Movements in provisions {13 327 843} g 108 282
Changes in working capital:
Other receivables from exchange transactions {32 3129207 38101600
Sther recaivablss from non-exchange transactions 11216063 (34 707 877)
Other financial assets - 394 450
Debt impairment (348 104) {1274 174)
Movement in other financial assets due to fair value adjustments - (700 128}
Payables rom axchange transactions 41281155 (27 779 666)
VAT (11442 275) (1161 026)

498 735 258 188 154 990
29, Auditors’ remuneration
Fags 1579878 1362 338
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2018 2017
R R
30. Financial instruments disclosure
Categories of financlai instrumenis
2018
Financial assets
At fairvalue At amortised Total
cost
Qther financial assets 8420736 . 8420736
Trade receivables from exchange & receivables from non-axchange - $3839135 93932135
transactions
Jther receivables from exchange transactions” - 3 430 781 3439 721
Cash and cash equivalents BE 945000 85 945 000
B420736 184323928 192 744 8672
Financial liabilities
At amortised Total
cost
Payables from exchange transactions* 128613774 128613774
Long-term horrowings - Current portion 5¢ 404628 56404629
Long-term borrowings - Non-current portion 487 440 987 497 440 987
Finance lease - Current portion 238 932 238932
Finance iease - Non-current portion 119 466 119 466
682817788 682317738
* - excluding prepayments
** - excluding payments received in advance
2017
Financial assets
" Atfairvalue At amortised Total
v cost ’
Other financial assets 8 119 485 - 8 119 485
Trade receivables from exchange & receivables from non-exchange - 72835281 72 835 281
transactions
Other receivables from exchange transactions* . 3242 874 3242 874
Cash and cash equavalents - 157781702 157 781 702
8119485 233859857 241 979 342
Financial liabiiities
At amortisad Total
cost
Payables from exchange transactions** 86 800 188 86600 188
Long-term borrowings - Current poition 55250765 55250 765
Long-term borrowings - Non-current portion 548753950 549 753 950
Finance lease - Current portion 238932 238932
Finance lease - Non-current portion 358 398 358 398
692202233 692 202 233
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30. Financial instruments disclosure (continued)
* . excluding prepayments
** _ gxcluding payments received in advance
Financlal instruments in Statement of Financlal Performance
2018
At amortised Totai
cost
interest Income (calcuiated using effective interest method) for financial instruments at a713 655 6713 655
amortised cost
Interast expense {calculated using effective interest method) for financial instruments {B7 849 257) (57 849 257)
at amortised cost
Debt impairment (348 104) (348 104}
Gain on fair value adjustment 301 252 301 252
{51182 454) {51 182 454)
2017
At amortised Total
cost
interest Income (caicuiated using ¢ffective interest method) for financiai instruments at 17 042 742 17 042 742
amortised cost
interest expense (catculated using effective interest method) for financial instruments (63 616 207) (B3 816 207)
at amortised cost
Debt impairment {(1274174) (1274174}
Loss on fair valus adiustment (700 128) (700 128)
{48 547 767) (48 547 767)
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3., Capitai commitments
Authorlsed capital expenditure
Approved and contracted
*  Buildings -2 689 279 5609414
. Computer equipment - 92737
© Furniture and fittings 537 979 102 704
= Motor vehicles 3 321389 -
*  Intangibles 130655 2117719
a Office equipment - 265734
°  \Waste water works 231222038 195 780 058
*  Plant and Machinery 9 131683 -

247 033023 203 968 366

Total capitai commitments
Approved and contracted 247 033023 203 958 366

This committed expenditure relates to all classes of assets as mentioned above and will ba financed by available bank
facilities, retained surpluses, existing cash resources and funds internally generated, etc.

Operating leagos - as lessee (expensa)

Minimuim lease paymsnts due
- within ane year 298 266 208 253

Cperating isase paymenis represant ranfais pavable by the entity for certain of its office equioment, Leases are nagotisied for
an average term of seve: yaars and rentals are fixad for an average oi three years. No contingent rent is payable.
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32, Contingencies

Centingencies are broken down inte the following categories:

Category A - Contingencies raiating to ESKOM
Catagory B - Bark Guarantees

Category C - Guarantees

Category D - Lagal matters

Catagory A - Contingencies relating to ESKOM:

Inciuded in work in progress is an ESKOM coniract that stipulate that if ESKOM over spends the quoted amount they wilf be
antitied to racover the variance up 1o 15% of the initial quoted amount. ESKOM will refund ERWAT should-the cost be less
than the quoted value.

Category B - Bank Guarantees

Eskom Rand Limited 954 600 854 g0
Eskom Rand Limited 950 000 830 00C
Stadsraad van Springs 90 000 90 000
Stadsraad van Midrand 94 200 94 200
Stadsraad van Kempton Park 80 750 80 750
Eskom 61 400 81 400
Randwaterraad 15 750 15 750
Eskom 33 300 33 300
Eskom 46 500 43 500
Eskom 69 000 69 000
Tawn Councll of Benoni 163 000 183 000
Stadsraad var Brekpan 22 000 22 000
Stadsraad van Heideiberg 87 100 87 100
Eskom 109 800 109 800
Stadsraad van Boksburg 145 000 145 000

2922 400 2922 400

Category C - Guarantees

Standard Bank - 218324009 M.A. 3athekge 14 000 14 000

Nedperm C.P. Mokgolobotho 338C0 3800
17 800 17 800

Category D - Lagal Matiers

HM Eyethu Construction and Plant Hire CC £ 300 000 2 300 000

MS Khudu 570 0G0 570 000

Namston Genaral Construction CC 4923 358 -

7793 358 2870 0C0

Tetal Contingancies 16733558 10733 558
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32. Other recoivables from exchange transactions {continued)
Notes:

Category C - Legal Matters

HM Eyethy Construction and Plant Nire 0C:

HM Systhu submitted an unsuccessful bid for the supply, cefivery and installation of perimater farncas. HM Eyethu opened
a case against ERWAT claiming loss of profit and out of pocket expenses related to the render process.

Based on the assessment of ERWAT's attomays, it is believed that HM Eyethu ihas ne grounds to make the claim and that
it is highly unlixely that their claim wili te successful. The case hac not been finalised as at 30 June 201 &, and the outcome
of the case is dependent on the court's decision.

MS Kiudu

A transaction was entered into with KS Khudu for R5 million. Subsequently the supplier submitted a claim for an additional
R500,000 as they ciaim to have made an error on the initial quotation submitted to ERWAT. ERWAT is of the opinion that
the entity is not liable to pay the stipulated amount. This matter has not yet gone before the court.

The outcome of the claim is dependent on whether the matter is brought before the court and the outcome of the matter,
Namston General Construction t/a Nantos Waste

A contractual dispute regarding a 10% annual increase allegedly granted to the contractor. The contractor is claiming the
10% year-on-year increase on invoices issued to ERWAT which did not contain the increase. ERWAT is of the view that the

10% increase was not valid and therefore that the claim will not succeed. A potential liability however exists and therefore a
contingent liability equal to value of the claim will be raised.
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33. Related parties

Relationships

Accounting officar Mr. T Gopane

Directors Refer to general information section as well as
directors and executive managers emoiuments note
43,

Controlling entity City of Ekurhuleni Metropolitan Municipality.

Fellow entities controlled by CoE Srakpan Bus Company, Ekurhuleni Development
Company, Pharoe Park Housing Company,
Germision Housing Company and Lethhabong
Housing insfitute.

Members of key management Refer to general information section as well as
directors and executive managers amoluments note
43,

Related party balances

Amounts included in payables from exchange transactions regarding related

parties

Ciy of Ekurhuleni Metropotitan Municipality 4 487909 6783835

Amounts Included in trade receivables from axchange transactions
City of Ekurhuleni Metropolitan Municipality 54 455 806 18 609 252

Amount included In receivables from non-exchange transactions
City of Ekurhuleni Metropelitan Municipality 23491624 34707 577

Related party transactions

Prepayments received

City of Ekurhuleni Metropolitan Municipality - 773 688
Purchases from related parties

City of Ekurhuleni Metropolitan Municipality 70554098 71898187
Sales to related parties

City of Ekurhuleni Metropolitan Municipality 771360 910 699 057 055
Grants and development contribution

Grants - City of Ekurhuleni Metropolitan Municipality 50 000 000 50 000 000
Development contribution - Gity of Ekurhuleni Metropotitan Municipality 65 784 571 45 254 939

Guarantee and debtors ceded.

The controlling entity guaranteed the Nedbank loan to ERWAT, with a carry value of R 480 305 538 (2017: R 533 281 072) as
disclosed in the long-term borrowing note 13. The guarantee shall expire at 15h00, 10 calendar days after the full repayment or
settliement of all amounts owed by ERWAT to Nedbank Ltd in terms of the contract. Refer to note 3 and 4.

Remuneration - Non-Executive Directors and Executive Managers

The remuneration of the non-executive directors, the exscutive directors and executive managers are included in note .
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33. Related parties (continued)

Leased Assels

The following works included under infrastructure, are leased assets from related parties {City of Ekurhileni Metropolitan
Municipality).

| sased Assetls Cost Accumuiated Net book value
depreciation

Benoni 437 677 (424 537) 13140

Dekema 168 150 {56 612) 111 538

H. Bickley 87719 (28 433) 59 288

Rondebult 2000 530 (855 317} 1145213

Rynfield 654 554 (161 728) 492 825

3 348 630 {1 525 628} 1822 002

Koy management information

Class

Manzging director

Chief financial officer

Executive manager: Cperations
Executive manager: infrastructure
blanning and projects

Cxecutive manager: Scientific services
Executive manager: Commercial
business

cxecutive manager: Human resources
Executive manager: Maintenance
Company secretary

34. Prior period errors

Recelvailes from: exchangs transactions:

During the cument financiai period it was established that deposits held by suppliers which accrued interest have not been
recognised as interest bearing and are stili disclosed at their originaliy recognised value. Due to the I practicality thereof the
accrued inferest have been recognised propartionally in the current vear (R 193 988) as well as (2017: R 731 065) which gave
rise to the prior year error being recognised.

Receivables from non-exchange iransactions:

Develepment contribution ta the value of R 40 153 289 was @rroneously recognised in the 2016/17 financial period. The error
occurred in the comparative financial period and will be corrected in that financia; period. This had an effect of a decrease of
R5 621 460 on VAT receivable.
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34, Prior period errors {continued)

VAT receivabie:

i addition to the change regarding the VAT receivable above, as at 30 June 2017 Vat receivable included VAT input
incorractly claimed on Motor Vehicles. During the current financial period SARS disallowed this claim which resulted in Motor
vehicles cost being understated by R 884 017.

Payables from exchange transactions:

Included in Payables from exchange fransactions was a credit nota relating to the 2016/2017 financial year which were
incorrectly processad in the current financial period which resulted in the 2018/2017 Trade and Other Payables being
ovarstated with R 5 242 140. This related to an invoice for Bulk purchases duplicated in arror, in addition to this an amount of R
321 216 have been incomectly allocated to Property, plant and equipment - infrastructure Assets Under Construction which
were correctly allocated to Accruals.

Property, plant and equipment:

An amount of R 106 478 has been incorrectly classified as Property. plant and equipment during the 2016/2017 financial period
which related to intangibie assets. This amount has now been claasified correctly as intangible assets.

An amouni of R 804 017 mentioned in the VAT receivable prior year error note abeve have been re-allocated to Property, plant
and squipment - Motor Vehicles as a resulf of the facts mentionad. This arror resulted in an additional amount of R5,189
depreciation in the prior year.

During the 2018/2017 financial period an amount of R € 158 was incorractly capitalised to infrastructure Work In Progress
instead of being expensed to Rapalrs and maintenance, cleaning and consumables. As stated in the Payabies fom exchanga
sransacions note adove, Property, piant and equipment. was affected accordingly.

Land to the value of R 13 017 283 was nct previously disclosed separately from buildings. Land and bﬂiléings have now been
separately disciosed on the note {refer to Note 9).

Re-aliocation of waterworks infrastructure to Bulldings under construction

An amount of R 958,562 was incorrectly classified as work-in-prograss relating o infrastructure-waterworks in the prior year.
This amount has been re-allocated to work-in-progress relating to buildings in the current financial year.

Amcunts incorrectly capitalised in the prior year:

An amount of R4,754,273 was incomrectly capitalised to property, plant and equipment in the prior year. These amounts have
Been corrected.

Re-allocation of waterworks {completed azsets) to Work-in-progress.

An amount of R163,971,884.49 was incorrectly classified as waterworks (completed assets) in the prior year financial
statements. This amount has now been re-allocated and reflected correctly as work-in-progress. In addition to this amount,
R213 was written off during clearing of accounts.

The cumulative effect of the abovementioned errors relating to property, plant and equipment was that additions increased by
an amount of R866,508 and there was a net decrease in the carrying value of Property plant and eguipment of R 978 173.

Intanglble assats:
As stated above, intangible assets to the amount of R 106 476 was incorrectly classified as Property, plant and equipment.
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34. Prior period errors {continued)
The correction of the error{s) resulis in adjustments as follows;
Changes were made w the foliowlng expenses:

3eneral expenses as a result of

- Consulting fees to the value of R 1,234,063 erranivusty capitalised as Property, plant and aquipment in tha arior vear.
- Repairs and Maintenance 0 the value R 205,118 aireniously capitaiised as Property, plant and squipment in the prior vaay.

Health, safety and protective clothing;
- Ar amount of R 3,826,047 was re-mapped frof Health, safety and protective ciothing ¢ insurance.
~ An amount of & 369,990 was re-mepped from employee cost to Health, safety and crotective clething.

Actuarial gain;
- An amount of R 1,783,000 was re-mapped from Employee costs to Actuarial gains and lossas.

Statement of financlal positioz

Property, plant and equipment

VAT recgivable

Receivables from exchange transaciions
Receivables from non-exchange transactions
intangible assets

Fayables from exchange transaciiens
Cummulative corraction of rounding differences
Mot Assets

Statemant of finsncial performance

interest received - Deposits

Revelopment contribution

Sulk purchases

Repairs and maintenance, Cleaning and Consumables
Employee related costs

General expendiiure

Depreciation and amortisation

Actuarial losses

Cummulative correction of rounding differences
Surplus for the year

(978 173)
4727 443
731 065

(45 774 749)
106 476
5242 140
{19)

(35 945 817)

(731 065)
40153 289
(4 920 810)
205 118
(2 652 990)
2104 053
5 189
1783 000
33
35 945 817
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35, Prior-year adjustments

Fresented below are those items contained in the statement of financial position, statement of financial performance and cash
fiow statament that have been affected by prior-year adjustments:

Statement of financial position

2017
Note As previously Correction of Restated
reporied error

Receivables from axchange transactions - Deposits 5 4 450 806 731 065 5181 871
VAT receivable 5 19 329 066 4727443 24056 808
Property, plant and equipment 9 1950131690 {978 173) 1 949 153 517
Racaivables from non-exchange transactions 80482426 (45774749) 34707677
Intangible assets 10 6 509 099 106 476 6615575
Payables from exchange transactions 11 {92 616 015) 5242140 (87 373 875)
Cummulative correction of rounding differences - (19) {19)

1968 287072 (35 945817)1 932341 255

Statemern of financiai performance

2017
Note As previously Correction of Restated
reported error

Interest received - Deposits 19 16 311 677 731 065 17 042 742
Empioyee related costs {260 011 855} 2 652990 (257 358 856E)
Bulk purchases 27 {184 282 408) 4920810 (189 361 598)
Depreciation and amortisation {64 881 182) (5189) (B4 586 371)
Repairs and maintenance (98 469 813} (205 118) (98 574 831)
Development contribution 85408228 {40153 289) 45254038
General expenditure {75982 296) (2 104 053) (78 086 349)
Actuarial gains/{losses} - 1783 0C0) {1783 000)
Cummulative correction of rounding differences - - {33) (33)

{591 707 649) (35 945 817) (627 653 466)
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38. Risk management
Capital

The entity's activi;ggs expose it to a variety of financial risks: market risk (inciuding currency risk, fair value, interest rate rigk,
cash flow interesi rate risk and price risk), credit risk and iiquidity risk. -t

Liquidity risk

The entity's risk to liquidity is a result of the funds avaiiable fa cover future commitments. The entity manages liquidity risk
through an on-going review of future commitments and credit facilities.

At 30 June 2018 Lessthan t Betwsen 1 and Setween 2 and Over & years
year 2 years S years

Borrowings 56404628 53995207 156 371430 287 074 342

Trade and other pavables* 128613774 - - =

At 30 June 2017 essthan 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Borrowings 55250765 523129682 157 411538 340 029 450

Trade and other payables* 86 600 187 - -

*Excluded payments received in advance - contract in progress.
Interest rate risk

The entity's interest rate risk arises from long term-borrowings. ERWAT man ages interest rate risk so that fluctuations in
variable rates do not have a material impact on surplus/deficit.

The entity manages liquidity risk through an ongoing review of future commitments and credit facilities. Cash flow forecasts
ars prepared and adequate utilised borrowing facilities are monitored.,

At year snd, financial instruments exposed fo interest rata risk are indicated In note 13 ERWAT's income and operating
cash are substantially independent of changes in market rates.
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36. Trade receivables from exchange transactions (continued)
Capital risk management
Credit Risk

Credii risk consists mainly of cash deposiis, cash eguivalents and trade debtors. The entity onty deposits cash with major
panks with high quality credit standing and limits exposure to any one counter-party.

Trade receivables comprise a widespread customer base. Management evaluate credit risk relating to customers on an on-
going basis.

Price risk

The entity is exposed to equity secuiities price fisks because of investments held by the entity and ciassified on the
statement of financial position as other financial asseéis.

The entity's objectives when managing capital are to safeguard the entity's ability to continue as a going concern in order to
provide returns for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The capital structure of the entity consists of debt, which includes the borrowings (excluding derivative financial liabilities)
disclosed in note 13 cash and cash equivalents disclosed in note 8 .

Consistent with others ir the industry, the entity menitors capital on basis of the gearing.

There are no externally imposad capital requirements.

There have been no changes i what ihe entity manages as capitai, the strategy for zapital maintenanca or extarnally
imposed capital requiremants trom the previous year.

Other Financiai Assets:

Short term invesiments are net 1o e made with financial institutions with ratings lower than A1/F1 as defined in the National
Rating Definifions. ERWAT'S exposure to any ene financial institution, for short term investments is limited as follows.

>A1+/F1+ Short Term Rating: 5% of institution's total souity as published from time to time in the banking sector Credit
Ratings Report.

>A1/F1 Short Term Rating: 4% of institution's total equity as published from time to time in the banking sector Credit
Ratings Report.

Financial assets exposed to credit risk at 30 June 2013 were as follows:

Flnancial assets sxposed to credit risk at year end were as follows:

Trade receivables from exchange & receivables from non-exchange transactions 93727468 72835 281
Deposits 3439791 3235843
Cash and cash eguivalents 86945000 157 781 702
Listed shares 8420736 8119 485

192532995 241 972 311

Total borrowings 2018 2017
Other financial liabilities (553 845616) (605004 715}
Less: cash and cash equivalents 86 945 000 157 781 702
et debt (466 900 616) (447 223 013}
Total Net assets 1602913544 1463072608
Total capital 1136012928 1015849885
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36. Trade receivables from axchange transactions (continued)
Market risk
Currency Risk

ERWAT only transacts in iis functional currency (South African Rand) and its only invoilvement with foraign surmencies
reiates to the situation where imported goods and services are procured.. Mo material ransacticns derominated in foraign
currencies ocourred in the current financial year.

in order to manage ERWAT's exposure related to the procurement of goods or services denominated in z foreign currency,
the Rand value will be determined at the time of procurement, or where this not possible the Rand value will be determined
as close as possibie to the time of procurement.

37. Going concern

We draw attention to the fact that at 30 Jure 201 8, the ertity had an accumulatad surplus of R 1 602 913 544 and that the
entity's total assets exceed its liabilities by R 1602 913 544

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concemn. This
basis presumes that funds will be available to finance future operations and that the realisation of assets and seftlement of
liabiiities, contingent obiigations and commitments wiil occur in the ordinary course of business.

The ability of the entity to continue as & going concern is dependent on the continued support of City of Skurkuien Metrapolitan
Municipality (parent municipality) by way of payment for service charges for ihe treatment of waste water and the provision of
related engineering services. These are paid each year in terms of the service delivery agresment erterad into beiwaen
ERWAT and City of Ekurhuleni Metropelitan Municipality.

38. Fruitiess and wasteful axpenditure

The expenditure, as listed hereunder have not been approved/condoned .
Opening balance \ 562 178 562 178

562178 562178

During the 2017/2018 financial year ERWAT did not incur and fruittess and wasteful expenditure.

39, lrregular axpenditure

Qpening balance restated 239 334 422 183 958 180
Add: irregular Expenditure - current year 19 421 404 903 491
Add: Expenditure incurred in the current vear relating to prior vear 16 636 099 54 472 751

275391925 239 334 422
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39. Irregular expenditure {continued)
inappropriate disqualification of quotation with a value less than R30 000 - 158 478
Contract axtensions beyond the allowed 15% allowed for professional services . B84 858
related contracts by Circular 62 to the MFMA
Less than three quotations obtain for transactions with a value less than R30 000 - 20715
14 awards were made without inviting at ieast the minimum prescribed number of 821 198 .
written guotations
incorrect application of SCM regulation 38 (deviations} 512 544 :
One construction contracts was awarded to a contracter whose CIDB grading was 2410570 -
below the required grading for the value of the particular contract.
Variation of two fenders in axcess of 20% 14 223 975 -
SCM regulation 12(3) on the aggregation of transactions for determination of the 1453 117 =
appropriate procurement progess net fully adhered to

19 421 404 864 057

Irregular expenditure arrising from previous financial periods:

Incidents currently under investigation

Irregular expenditure arising from the 2015/16 financial period, incurred in the 9122184 36788 107
current and comparative financiai periods. The trreguiar expenditure relates to

contracts axtended by a senior manager withou: the delegated authority to do so.

irragular expenditure arising Trom the 2015/16 financial period, incuired in the 3104 508 8712 587
2018117 financiai period. The irregular expenditure relates to the incorrect use of

SCWN Regulation 36(1){v).

trregular sxpenditure arising from the 2016/17 financial period, incurred in the 2 892 864 -
2017/18 financial period. The frregular expenditure relates to the incorrect use of

SCM Regulation 36(1)}v}.

Irreguilar expenditure arising from the 2016/17 financial period, incurred in the 1375446 4 086 380
current and comparative financial periods. This imeguiar expenditiure relates to

expenditura incurred on an expired contract

16495 100 44 587 074

Reguest for cendonement by the accouniing officer. Request for

condonement has haen submitted to National Treasury. Currently awaiting

apperoval.

trregular expenditure arising from the 2014/15 financial period, incurred in the - 9 885 678
2016/17 financiai period. The irreguiar expenditure relates to the incorrect

composition of the Bid Adjudication Committee at the meeting heid on 3 February

2015

- 8 885 676
40, Additioral disclosure in terms of Municipa! Finance Management Act
Audit fees
Opening balance = 7 865
Current year expense 1579 678 1382 338
Amount paid - current year {1579678) (1370003)
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40. Additional disclosure in terms of Municipal Finance Management Act {continued)
PAYE, UiF and SDL
Opening balance 2 930618 20990
Current year expense 47 041 118 36 342 03¢
Amount paid - ctirrent year (45 901 352) (33 382 41 1}

4 120 384 2980618

Pension and Medical Ald Deductions

Opening baiance 7 031 (22 987

Current year deductions 65 855 121 5 783 598

Amount paid - current year {65 902 160) (50 753 570)
{40 008) 7031

41. Utilisation of Long-term liabllities reconctiiation

Outstanding long-term fiabilities at the beglnning of the year 605004715 632711970

Redernption of ioans
Additional loans
iterest acerued

(50 730 787) (29 570 910)
- 2093580
(492 708) (229 925)

Usad to finance property, piant and equipment

553781220 605 004715
(549 753 949) (600 484 738)

Interest Accrued

4 027 271 4519977

Loang-term liabiiities have been utilized in accordance with the Mu
veen set aside to ensure that long-term iiabilities can be repaid o

Outstanding long-term liabllities
Opening balance
Capitat

nicipal Finance Management Act. Sufficient cash has
n redemption date.

805004715 632711 970
(50 730 787) (27 477 330)
(492708)  (229925)

Interest accrual )

563781220 605004 715

42, Devlation from supply chain management regutations

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management

policy must provide for the procurement of goods and services by way of a competitive bidding process,

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in
certain circumstances, provided that he records the reasons for any deviations and reports them {o the next meeting of the

board and includes a note to the annual firancial statements.
The details of the deviations disciosed were documented and reported to the board of directors.

The deviations incurred, as listed hereunder, have haen approved

Emergencies 988 163 5204 820
Sola suppliers 866 762 1254 300
Impracticability 8 046 141 14 334 687

9 501 066 20 793 807
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EAST RAND WATER CARE COMPANY (ERWAT) NPC
{Registration number 1992/005753/08)
Annual Financial Statemants for the year ended 30 June 2018

Notes to the Annual Financial Statements

2018 2017

44, Budget differences
ptaterial differences between budget and actual amounts
Total Revenue - 107% achleved due to the following reasons:

Investment Revenue - 154% achievad
Intarast received - Due to the timing of capital expenditure the average pani balance during the year was highar than
anticipatad and resulted an amount of interest income that was significantiy higher than what was budgeted for.

Other own revenue - 140% achieved

As the raceipt of development contributions is contingent on new developmants within the Ekurhuleni area and ERWAT
does not have contrel over income received in this regard. ERWAT therefore dces not budget for development coniributions
and ah income received will be a positive variance on other own income. An amount of R79,914,197 was received for
development contributicn. The development contribution received fully offset the R30,564,536 reduction in commercial
revenue and resulted in 2 44% positive variance on development contribution.

Total operating Expense - 96% achieved due to the following reasons:

Debt impairment - 23% achleved
Trade recelvables from exchange transactions were written off during the year.

Other sxpenditure - 58% achleved

Due to optimisations in the waste water treatment process buk purchases were less than the budgeted figures for the
period. This includes lower electricity usage, less chlorine utilised for disinfeciion and less ferric chloride utlised for the
removal of phoshates.

Capltal Expenciture - 71% achleved

A conditional tender award that was made during May 2017 did not commence in July 2017 as planned. The reason for this
was that the stiputated conditions could not be agreed to with the contractor. The value of this project was R69 245 030 and
contributed 22,39% of the under-performance on capital expenditure. The remaining 6.61% under performance is atiributed
mainly to the reprioritisation of Capitai Expenditure proiects.

Net cash at the end of the year - 137%

Due to the under expenditure on capital items and the additional cash flows generated by Development contributions to the
value of R85,734,653 a positive variance of R23,332,379 was noted.

45. Change in estimate

Property, plant and equipment

The usefut lives of certain assets were reassessed during the 2018 finacial year. Management have revised the estimated
remaining useful lives of the assets and the effect of this revision has decreasd depreciation by an amount of R2,875,724,

2018 2017
Depreciation prior tc the change in useful lives 68 434 307
Effect of change in useful lives (2 875 724)
Depreciation after change in useful lives 65 558 583
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46. Subsequent events

The calculation of the bad debts provision was calculated based on amounts received from debiors after 30 June 2018. The
total amount received subsequent to year end from doubtful debtors amounted to R 487 851, whick was used when caiculating
bad debts provision.

At the meeting of the Board of Directors held on 28 September 2018 a decision was made by the Board of Direciors that the
bonus for the 2013/14 and 201718 financial period will not be paid (Totaling R 8,895,051). This decisicn taken in the period
detween the reporting date (30 June 2018) and the authorigation of the financial statemants %or lssug (2xpected to be approved
for issue to the rmunicipal manager on 31 December 2018 and tabled to counci on 31 sanuary 2019,

The decision taken on 28 Sepember 2018 provided additional evidence of corditions that existed at year end. The dacision
taken by the Board of Directors of ERWAT therefore represents an adiusting event after the reporting period. ERWAT have
therefore adjusted the amounts recognised in its financial statements to refiect adjusting events after the reporting date.

Refer to Note 12 for details regarding the reversal of the i2onus provision,
47. Services in Kind

The City of Ekurhuleni shares internal audit and audit commitiee services with ERWAT These are paid by the City of
Ekurhuleni on behalf of all entities that inake use af it. ERWYAT has determined these services received for free are rot
significant to our operations and therefore ERWAT does not recognize these services,

The audit committee sits both quarterly to process routine iterns as wall on an ad-hoc basis to discuss the financial statements
of ERWAT and the other entities of the City of Ekurhuleni Metropolitan Municipality.

The internal audit function is shared by ERWAT and the other entities with the City of Ekurhuleni Metropolitan Municipality, The
areas covered by this shared internal audit includes quarterly and annual financial statement reviews, supply chain
management, financial risk, maintenance, green drop compliance, fleet, adequacy of infrastructure, risk management and
corporate governance and human resources,
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