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2   Abbreviations/Acronyms

ABBREVIATIONS/ACRONYMS

AGSA  Auditor-General of South Africa

AGWNet  African Groundwater Network

AMCOW  African Ministers’ Council on Water

AMD  Acid mine drainage

ARC Agricultural Research Council

BNR  Biological nutrient reactor

BBBEE   Broad Based Black Economic 
Empowerment

BMGF  Bill and Melinda Gates Foundation

CapNet   Capacity Development in Sustainable 
Water Management

CEO  Chief Executive Offi cer

CFO  Chief Financial Offi cer

CMA  Catchment Management Agency

CSIR   Council for Scientifi c and Industrial 
Research

DST  Department of Science and Technology

DAFF   Department of Agriculture, Forestry 
and Fisheries

DEA  Department of Environmental Affairs

DHS Department of Human Settlements

DMS Department of Mineral Resources

DoA Delegation of Authority

DOF Department of Finance

DPE Department of Public Enterprises

DST  Department of Science and Technology

DWS  Department of Water and Sanitation

EDC  Endocrine disrupting compound

EM Executive Manager

FAO  Food and Agriculture Organisation

FETWater  Framework Programme for Education
and Training in Water

Gates   Bill and Melinda Gates Foundation

GWP  Global Water Partnership

HCD Human capital development

HDI  Historically disadvantaged institution

IIASA   International Institute for Applied 
Systems Analysis

IORA Indian Ocean Rim Association

IWA International Water Association

IWMI  International Water Management Institute

IWRM  Integrated water resource management

KSA  Key Strategic Area

MBI Municipal Benchmarking Initiative

MEC  Member of Executive Council

MOA  Memorandum of Agreement

MOU  Memorandum of Understanding
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MTEF  Medium Term Expenditure Framework

NDP National Development Plan

NFEPA   National Freshwater Ecosystem 
Priority Areas

NGP  New Growth Path

NIRESA  Network on Irrigation Research and 
Extension for Smallholder Agriculture 

NPC  National Planning Commission

NWA  National Water Act

NWRS 2  National Water Resource Strategy Two

OECD  Organisation for Economic Cooperation 
and Development

PDI Previously Disadvantaged Individual

PDP Personal Development Plan

PFMA Public Finance Management Act

PPC Parliamentary Portfolio Committee

R&D Research and Development

RDI Research, Development and Innovation

SADC Southern African Development
   Community

SALGA  South African Local Government 
Association

SASTEP  South African Sanitation Technology 
Demonstration Programme

SMME Small Medium and Micro Enterprises

SCM Supply Chain Management

SRFA Sanitation Research Fund for Africa

S&T Science and Technology

TIA  Technology Innovation Agency

TR Treasury Regulations

UNDP United Nations Development Programme

UNESCO  United Nations Educational, Scientifi c and 
Cultural Organisation

UP University of Pretoria

VIP  Ventilated Improved Pit (latrine)

WaterKCAP  Water Knowledge and Capacity Building 
Programme

WHO World Health Organisation

WISA Water Institute of Southern Africa

WRA Water Research Act

WRC Water Research Commission

WRL Water Research Levy

WSA Water Services Act

WSI Water Services Institution

WS&T Water, science and technology

WSLG Water Sector Leadership Group

YWP Young Water Professionals
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CHAIRPERSON’S 

ADDRESS

It is my pleasure to report on the activities and perfor-
mance of the Water Research Commission (WRC) for 
2014/15. The presence of such a unique organisation 
has never been more pertinent as South Africa 
grapples with the growing need to secure sustainable 
water supply for socio-economic development in a 
water-scarce environment.

As democratic South Africa reaches young adulthood 
we must not lose sight of the importance of achieving 
universal access to water and sanitation for all, includ-
ing the need to ensure that our people have access 
to water for productive purposes. Access to water 
remains as critical to health, well-being and sustainable 
livelihoods as it did 21 years ago when the country 
stepped onto the threshold of democracy. 

The WRC, through its strong partnerships with national 
and international individuals and organisations, is 
committed to providing the scientifi c knowledge and 
innovation that can support the implementation and 
drive the development and review of policy, contribute 
to improving the lives of South Africans, particularly the 
poor and the marginalised, and enhance environmental 
sustainability and climate resilience. The WRC thus 
has a strong focus on supporting relevant research that 
addresses national priorities.

In its role as neutral knowledge broker the WRC hosted 
two signifi cant events in the water sector this year. First 
was the National Water Summit, held on 1 and 2 August 
2014 in Boksburg and led by the Minister of Water 
and Sanitation, Minister Nomvula Mokonyane. The 
event attracted more than 400 delegates from all nine 
provinces. Considered by many to be the start of a new 
conversation around South Africa’s water, the Summit 
offered a rare opportunity for deep multi-stakeholder 
engagement to critically examine our water and sanita-
tion challenges as well as our responses to these over 
the past two decades. 

Invited participants engaged on topics related to 
meeting the service delivery challenge; the water 
and sanitation policy environment; water research, 

development and innovation choices; the state of South 
Africa’s water resources and the role of the private 
sector. The National Water Summit declaration has at its 
core the development of a water and sanitation 10-year 
plan. This is a crucial instrument in taking the conversa-
tion forward towards collective implementation.

The WRC also hosted the Gender, Water and 
Development Conference, which took place at the East 
London International Convention Centre, from 2 to 7 
November 2014. The theme of the conference was 
‘The untapped connection’. The conference brought 
430 participants together from 36 countries to discuss 
how best to address issues related to gender and water, 
including formulating and implementing gender in water 
policy; mobilising strategic human and fi nancial resourc-
es; implementing project interventions through economic 
empowerment; and undertaking, sharing and implement-
ing strategic research and operational knowledge, among 
others. It was the fi rst conference of its kind to be held 
in Africa. A major highlight of this conference was the 
Ministerial Declaration on water and gender aimed at 
mainstreaming gender in national policies. 

A further highlight of the conference was the ‘indaba’ 
session, in which participants from across the world 
and from all walks of life engaged in a bottom-up 
process of identifying and unpacking critical issues 
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relating to the achievement of gender mainstreaming 
in the water sector. This session enabled participants 
not only to listen to the experiences of others, but 
to truly participate in shaping the discussion and 
outcomes.

During 2014/15, the WRC also took a leading role in 
the development of South Africa’s Water Research, 
Development and Innovation (RDI) Roadmap. This 
Roadmap is a high-level planning tool to drive the 
refocusing of research, reprioritisation of funds, syn-
ergising of existing initiatives and ring-fencing of new 
resources in order to facilitate a more effective water 
innovation system. The Roadmap provides a structured 
framework to focus the contribution of RDI activity 
on the implementation of national policy, strategy and 
planning for water management in South Africa.

The WRC has also been driving an approach in which 
South African communities and water users are not 
passive recipients of scientifi c outcomes, but participate 
in and guide research and development activities. This 
is in line with growing calls worldwide for science and 
research to deliver an actual impact in society. 

Having a strong water R&D community is a prerequisite 
to the WRC achieving its objectives. Capacity building 
and transformation therefore remain a strong part of the 
Commission’s research portfolio. During 2014/15, no 
less than 496 post-graduate students were supported 
through WRC research projects, more than 83% of them 
being from previously disadvantaged groups. This large 
number of Masters and PhD candidates provides critical 
mass required for the next generation of practitioners, 
academics and researchers in the water sector.

In recent years the WRC has also adjusted its portfolio 
to train and mentor new research leaders. More than 
60% of research leaders on new projects are now 
from designated groups and the majority are less than 
50 years old. This is both assisting with the national 
transformation project and building the next generation 
of researchers and thought leaders.

During the year under review the WRC also undertook 
no less than 20 community-based research projects 
varying in topic from inland fi shing and smallholder 
agriculture to indigenous water management and sus-
taining ecological services in rural areas. The general 
consensus from the community of practice is that the 
value-add of this injection of diversity is already having 
a positive impact on the overall portfolio. 

Finally, 2015 sees the end of the tenure of the current 
Board, and I would like to take this opportunity to thank 
the Board members for their hard work and dedication 
to ensuring the WRC remains real and relevant to an 
evolving South African society. I would also like to 
thank the WRC management team for their excellent 
support to the Board in carrying out its work, and for 
the role that they play not only in driving a world-class 
research programme in South Africa, but also for the 
leading role they play in the water sector in South 
Africa and internationally.

Barbara Schreiner

Chairperson of the Board

The Global Conference on Gender and Water attracted 430 participants from 36 countries to discuss how best to address 

several issues related to gender and water.
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CEO’S ADDRESS

COMING OF AGE: 
MOVING KNOWLEDGE TO ACTION

The 2014/15 fi nancial year saw us celebrating the 
twentieth year of our country’s democracy. Our coun-
try is a young adult, and none too soon as the challeng-
es that we face are going to require the creativity and 
adventure of an adolescent as well as the maturity of 
an adult to be managed successfully. The reality of our 
water scarcity and our insuffi cient energy security has 
become stark. The negative knock-on effects on food 
and nutritional security as well as health security are 
increasingly sharpened. 

In addition, we are facing this in a time of budgetary 
tightening and further economic contraction. The temp-
tation in such times is strong to gather all your available 
resources and invest in Band-Aid solutions to address 
the immediate problems and shore up the ability of the 
state to ensure the social security net. While this might 
provide short-term relief in many quarters, this does 
not amount to an investment in our future prosperity 
and well-being. 

We need a combination of short-term interventions 
to address the immediate challenges and relieve the 
incredible stress on the water system, while con-
comitantly developing smart, creative, innovative and 
sustainable medium- to long-term solutions for both 
national water security as well as inter-national com-
petitiveness. While some may consider this incompre-
hensible in the wake of lead articles on a weekly basis 
highlighting the precarious nature of South Africa’s 
current water fortunes, others will recall that many 
of the countries such that we today consider highly 
successful such as South Korea and even Finland had 
the beginnings of that growth trajectory in times of 
extreme hardship. 

The achievement of a higher level to water security 
and the expansion of the frontiers of dignity through 
accessible safe sanitation will require us as the water 
science and technology community to up the game. 

We need to accelerate our efforts to bring Knowledge 
to Action. This requires us to more actively package 
scientifi cally derived knowledge in a form that brings 
a much larger group of people into the conversation 
in a manner that strongly empowers participation 
and infl uences decision-making. The WRC research 
portfolio refl ects this shift in the 2014/15 fi nancial 
year, with a total of twenty community-based research 
projects funded to facilitate positive relationships with 
communities through active community participation. 
Similarly, 32 SMMEs were funded as project leaders to 
promote small business development and job creation. 

We have also expanded our efforts to bring laboratory 
proven solutions to demonstration as the bridge to 
on-the-ground implementation at scale. In the WRC 
portfolio alone we have more than 50 of such candi-
dates. In 2014/15 some highlights in this regard include 
the Arumloo, a micro- fl ush toilet capable of fl ushing on 
less than a litre of water, the optimisation of fog water 
collection, the launch of one of South Africa’s fi rst ever 
conduit hydropower plants in Bloemfontein, developing 
smart water design for urban centres, and launching 
South Africa’s fi rst publicly-accessible water resources 
website to mention only a few. 

The third vital component of the Knowledge to Action 
narrative is the deepening and expansion of existing 
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partnerships and the development of new ones. 
Partnerships across sectors (public and private), 
across domains and disciplines and covering the 
entire innovation value chain. The WRC family is 
happy to have formed partnerships with the Southern 
African Regional Irrigation Association (SARIA) to 
strengthen research, communication, training and 
development of appropriate science and technologies 
in irrigation and drainage for gender-balanced poverty 
eradication and economic development. Another note-
worthy partnership has been with the Organisation 
for Economic Cooperation and Development (OECD) 
within the latter’s Water Governance Initiative. Further 
afi eld, the WRC has successfully developed the fi rst 
Water Science and Technology Working Group for the 
Indian Ocean Rim Association (IORA) to formulate 
and implement projects for economic cooperation re-
lating to trade facilitation, promotion and liberalisation, 
and promotion of foreign investment and tourism, 
scientifi c and technology exchanges, as well as the 

development of infrastructure and human resources in 
relation to water. 

We would like to emphasise our gratitude to Minister 
Nomvula Mokonyane for her acute leadership, the 
WRC Board for their guidance and generous support, 
and the broader stakeholder base for an incredible part-
nership during the year. A special word of appreciation 
to the WRC management and team for an enthusiastic 
embracing of an ambitious strategy and translating the 
implementation plan into a narrative that has lived true 
to our motto of Olwazi Amandla Awethu meaning the 
Power of Knowledge to the People.

 
Dhesigen Naidoo

WRC CEO



SECTION A 

STRATEGIC OVERVIEW

The fi rst administration of the third decade of South Africa’s democracy has made the notion of 
a ‘radical socio-economic transformation’ the centre-piece of its fi ve-year strategy. In the water 
and sanitation sector this translates to achieving universal access to sustainable water and 
sanitation services in South Africa while maintaining or, where possible, enhancing the integrity 
of our water resources. The presence of a unique organisation such as the WRC is ever more 
pertinent as South Africa becomes increasingly aware of the scarcity of its water resources and 
the important role water has to play in the growth and development of its people. This section 
provides a strategic overview of the WRC for the 2014/15 period, the third year in its current fi ve-
year strategic planning cycle. 
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To have highly informed water decision-making through science and technology at all levels, in all stakeholder 
groups, and innovative water solutions through research and development for South Africa, Africa and the 
world.

To be a global water knowledge node and South Africa’s premier water knowledge hub active across the 
innovation value chain that: 

• informs policy and decision making; 
• creates new products, innovation and services for socio-economic development; 
• develops human capital in the water science sector; 
• empowers communities and reduces poverty; 
• supports the national transformation and redress project; and
• develops sustainable solutions and deepens water research and development in South Africa, Africa and 

the developing world.

• A culture of learning and sharing
• Innovation and creativity
• Integrity and fairness
• A spirit of professionalism and service orientation
• Facilitating empowerment and social change
• Good governance

Vision

Mission

Values

STRATEGIC OUTCOME-
ORIENTED GOALS

In addition to contributing to several Government 
Outcomes, the WRC’s strategic outcome-orientated 
goals consists of fi ve impact areas based on the oper-
ationalisation of the WRC Knowledge Tree, the guiding 
framework used by the WRC to defi ne, measure and 
evaluate research impact. 

The WRC strives to achieve Knowledge Tree impact 
areas through the research that it funds. This applies 
within a research project, to post-project actions, and 
to follow-on projects. By 2014/15 the Knowledge Tree 
had been well entrenched in the WRC’s activities, with 
all research proposals articulating objectives of the 
Knowledge Tree branches.

The WRC continues to focus on the development of its 
impact narrative that provides a pathway from research 

THE POWER OF KNOWLEDGE TO THE PEOPLE
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to impact. This entails a continuous review of current 
actions and activities as well as the identifi cation of new 
actions that will ensure impact realisation.

LEGISLATIVE AND 
OTHER MANDATES

The world of the WRC is governed by numerous 
legislative and other mandates, some of which are in 
a state of review and revision. The WRC is governed 
by the Water Research Act (WRA), which outlines the 

purpose and mandated objectives of the organisation. 
The mandated objectives of the WRC are also in 
accordance with the requirements of the legislation 
that governs the actions of the Department of Water 
and Sanitation (DWS), principally, the National Water 
Act (Act No. 36 of 1998) and the Water Services Act 
(Act No. 108 of 1997). 

Water Research Act (Act No. 34

of 1971 as amended)

The principal aim of the WRA is to provide for the 
promotion of water and related research. The Act 

Table 1 The WRC’s strategic outcome-orientated goals

Strategic 
Outcome-
Oriented 
Goal 1

Inform policy and decision-making

The WRC aims to commission appropriate evidence-based knowledge generated to guide decision-making, infl uencing 
the development of policy, practice or service provision, shaping legislation, altering behaviour, contributing to the 
understanding of policy issues, and reframing debates.

Strategic 
Outcome-
Oriented 
Goal 2

Develop new products and services for economic development

The WRC capitalises on those projects that have potential to develop new intellectual property or to introduce 
innovations which create new or improved technologies, products and services that can be used in the real economy. 
Effectively, this is the WRC’s contribution to job creation, and economic development through water science innovations.

Strategic
Outcome-
Oriented
Goal 3

Enhance human capital development (HCD) in the water and science sectors

The WRC strives to have high levels of student participation in its projects. Although the emphasis is on post-graduate 
degrees, inclusion of undergraduates has also been investigated. There is also a particular emphasis on previously-
disadvantaged individuals (PDIs) and women. The WRC also aims to support institutional development through 
mentorship provided to new research leaders.

Strategic
Outcome-
Oriented
Goal 4

Empower communities

The WRC places an emphasis on projects that (a) include communities not only as end-users of research but as 
active participants in the research process from the project design phase; (b) have a direct impact on the livelihoods 
of communities through water-related interventions, and (c) build suffi cient capacity to assist with the post-project 
sustainability of those interventions. 

Strategic
Outcome-
Oriented
Goal 5

Promote transformation and redress

This goal focuses on growing PDI involvement/leadership in projects, as well as helping to promote socio-economic 
development through the reduction of poverty and inequality in South Africa, particularly of marginalised groups such as 
women and youth.

Strategic
Outcome-
oriented
Goal 6

Drive sustainable development solutions

The WRC prioritises those projects that provide sustainable development solutions that have had positive effects on 
the environment, economy and society including: protection of water resources, optimal water use, equity between 
generations, equitable access, environmental integration and good governance. Additionally, this goal focuses on 
developing knowledge products that are fi t-for-use to ensure the uptake of research.
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requires the establishment of the WRC and the Water 
Research Fund, and sets the framework within which 
the WRC operates. 

The WRC’s mandate as set out in this Act highlights 
the following functions to be carried out by the 
organisation: 

• Promote co-ordination, co-operation and com-
munication in the area of water research and 
development

• Establish water research needs and priorities
• Stimulate and fund water research according to 

priority
• Promote the effective transfer of information and 

technology
• Enhance knowledge and capacity building within 

the water sector

National Water Act (Act No. 36 of 1998)

The objective of the National Water Act (NWA) is 
to ensure that South Africa’s water resources are 
protected, used, developed, conserved, managed, 
and controlled in a sustainable and equitable manner, 
for the benefi t of all persons. The NWA also provides 
for the pricing strategy for water use charges, the 
primary mechanism for the calculation of a charge, 
payable by some or all raw water users, that is also 
set for research purposes by the WRC. The role of 
the WRC is to align its funding priorities with those 
key national water challenges articulated in the NWA, 
and to help solve water-related problems which are 
critical to South Africa’s sustainable development and 
economic growth.

Water Services Act (Act No. 108 of 1997)

The objective of the Water Services Act (WSA) is to 
provide for the right of access to basic water supply 
and basic sanitation by setting national standards and 
norms. Section 156, read in conjunction with Part B of 
Schedule 4 of the Constitution of the Republic of South 
Africa (Act No. 108 of 1996), vests in the Executive 
Authority the responsibility to support and strengthen 
the capacity of municipalities to manage their own 
affairs, to exercise their powers and to perform their 
functions. Again, the applicability of the WSA to the 
WRC rests in the WRC’s duty to respond to water 

supply and sanitation needs with research and develop-
ment that helps to address those needs.

PLANNED LEGISLATIVE MANDATES

All three Acts are being revised and have a strong possi-
bility of being amended in a manner that strengthens the 
WRC mandate.

Review of water-related legislation

The DWS is reviewing the NWA, the WSA, and the 
WRA. While the WSA provides a legal framework for 
the progressive realisation of the right to access to 
suffi cient water, the Act is under review to ensure that 
there is equity in the allocation of water, to improve 
water resources management and to streamline 
the regulatory processes. In turn, the WSA is being 
reviewed to improve provision of water services to 
ensure alignment with the provisions of the Municipal 
Systems Act (Act No. 32 of 2000) and the Municipal 
Finance Management Act (Act No. 56 of 2003). The 
revised policy positions necessitate the consolidation 
of the NWA and WSA into one piece of legislation 
that will govern the entire water value chain covering 
water supply and sanitation services as well as water 
resource infrastructure. This consolidation will not only 
allow for managing water across the value chain but 
will also enhance cooperative governance and set clear 
institutional roles and responsibilities with commonly 
agreed targets for water delivery.

Water Research Amendment Bill

Addressing current and future water knowledge gaps 
and the way in which these are currently prioritised in 
the South African context demands the evolution of 
the regulation and governance structures of any re-
search institutions. The purpose of the Water Research 
Amendment Bill, 2013, is to:

• Amend the WRA so as to insert certain defi nitions 
and substitute others;

• Effect certain textual improvements and name 
changes;

• Provide for the appointment of members of 
the Board and the CEO in line with other public 
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entities in the water sector and current practice of 
Corporate Governance;

• Regulate the governance of the Water Research 
Council (Water Research Commission in the 
current Act)

• Align the Act with applicable legislation, such as the 
NWA, WSA and the Public Finance Management 
Act, 1999; and to

• Provide for matters incidental hereto.

While the new clauses in the Amendment Bill do not 
legislate for a change in the relationship between the 
DWS as the shareholder department and the WRC as 
a public entity; the process of developing the draft bill 
has created the discussion space enabling these two 
public sector partners to draw closer together and iron 
out the modalities of governance, cooperation and the 
complementarity of roles. 

POLICY MANDATE

The WRC’s corporate plan is also informed by other 
key strategies, most notably the National Water 
Resource Strategy 2 (NWRS 2). 

NWRS 2

The NWRS 2 calls for a much larger contribution from 
R&D to empower the implementation of the strategy. In 
addition, the Strategy also engages the further develop-
ment of water sciences in South Africa. One of the key 
deliverables that the NWRS 2 emphasises is the Sector 
Research and Innovation (R&I) Strategy. In support of this, 
it is incumbent upon the WRC to coordinate the develop-
ment of the National Water R&D Plan, with the latter also 
emphasised in the Water Research Amendment Bill. 

Some of the additional contributions that the NWRS 2 
requires from the WRC include:

• Desalination of seawater 
• Job creation
• Mining, energy and manufacturing industries
• Awareness and communication
• Research and development
• Scenarios, climate change modelling and water 

availability
• Hydraulic fracturing and coal-bed methane extraction

These areas call on the WRC to collaborate with the 
DWS and other Government departments such as 
the Department of Trade and Industry, Department of 
Economic Development, Department of Environmental 
Affairs, Department of Human Settlements, and the 
Department of Mineral Resources, as well as other 
sector partners such as Eskom, Rand Water and Sasol, 
to develop appropriate technologies and support the 
development of relevant centres of excellence in sev-
eral of the fi elds of research described above. In this 
regard, the WRC, together with the DST have complet-
ed a consultative process and developed the Ten-year 
Water Research, Development, and Innovation / 
Deployment Roadmap that provides a sector-defi ned, 
needs-driven research agenda that caters for the 
public sector (utilities, municipalities), private industry, 
agriculture, and environmental protection. The roadmap 
outlines seven 10-year plans that provide itemised, 
actionable tasks under the following topic headings:

• Water supply
1.  Increase ability to make use of more sources of 

water, including alternatives 
2.  Improve governance, planning and management of 

supply and delivery 
3.  Improve adequacy and performance of supply 

infrastructure
4.  Run water as a fi nancially sustainable “business” by 

improving operational performance

• Water demand
5.  Improve governance, planning, and management of 

demand and use
6. Reduce losses and increase effi ciency of productive use 
7.  Improve performance of pricing, monitoring, billing, 

metering and collection

The roadmap has been endorsed by DWS as the 
implementation plan for the R&D chapter of NWRS 2.

ORGANISATIONAL ENVIRONMENT

The primary functions of the WRC are to fund and 
steer the water research agenda in South Africa, and to 
effectively disseminate and communicate research fi nd-
ings. Administrative activities are carried out to ensure 
compliance with regulatory requirements and to provide 
an enabling environment for research management.
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Figure 2 WRC organisational environment

Figure 3 WRC organisational structure
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SECTION B

Overview Of PerfOrmance
The 2014/15 financial year paralleled the 20th anniversary of South Africa’s democracy. 
The country is a remarkably different place than it was in 1994. The legislative and policy 
environment is undergoing major changes, most notably the amalgamation of the sector’s key 
pieces of legislation, the NWA and the WSA, which could change the way the sector operates. In 
May 2014, the sector also witnessed the ushering in of a Ministry unifying water and sanitation, 
under the leadership of Minister of Water and Sanitation, Ms Nomvula Mokonyane, and the 
Deputy Minister, Ms Pamela Tshwete. 

The 2014/15 financial year has been another busy 
and productive one for the WRC: 113 new research 
projects were initiated, while 77 research projects were 
completed. During the year under review the WRC 
also undertook 20 community-based research projects, 
and supported 496 post-graduate students, more than 
83% of them being from previously disadvantaged 
groups. The WRC is also proud to have grown its new 
research leader cohort. In the year under review, more 
than 60% of research leaders on new projects were 
from designated groups and the majority are less than 
50 years old. This is both assisting with the national 
transformation project and building the next generation 
of researchers. 

Water and sanitation services, in particular, remain core 
challenges of our time globally, and particularly for South 

Africa’s growing political economy. Yet while South 
Africa has met the Millennium Development Goal (MDG) 
targets in these areas, our primary goals remain that 
of universal access to safe and sustainable water and 
sanitation services for all in South Africa.

‘Ma-Dlamini’, the iconic symbol of poor, Black, rural or 
peri-urban women, who bear the greatest burden with 
regards to water and sanitation delivery, should be one 
of our main priorities. In addition, it should also enable 
people like Ma-Dlamini to access water for economic 
purposes and sustainable livelihoods.

Rather than be paralysed by these challenges, the 
WRC regards these as opportunities for innovation. For 
the WRC, the challenge is to get useful information to 
Ma-Dlamini and the institutions supporting her that can 

for the wrc the empowerment of especially marginalised communities is of particular importance.
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influence and aid service delivery interventions. In the 
2014/15 financial year, the WRC not only worked to 
provide more information to Ma-Dlamini and to provide 
more appropriate information to her, but also looked at 
the solutions that can be used to help her. This required 
an expanded knowledge dissemination strategy beyond 
the confines of the water and sanitation research and 
policy communities. It also required a closer look at 
game-changers such as: 1) how research, development 
and innovation (RDI) can strengthen the role of local 
government in service delivery; 2) how to enable the 
water and sanitation policy environment; 3) how to 
increase community involvement in RDI solutions; and 
4) how to strengthen R&D partnerships with the private 
sector to unlock growth and development in the water 
and sanitation sector. 

The project portfolio gives effect to the notion of water 
as a strategic national asset, from the basic planning 
regimes of water-sensitive design to the mining of fresh-
water and valuable minerals from acid mine drainage. 
The notion can be applied from developing sustainable 
and safe low-/no-water sanitation solutions to encour-
aging women-led small-scale agriculture initiatives, and 
from initiating research to further the notion of ecological 
infrastructure as a key element of water infrastructure, 
to designing novel governance mechanisms to encour-
age wider empowered participation. 

PerfOrmance envirOnmenT

The WRC’s performance environment in 2014/15 is 
based on the premise that the crux of the water and 
sanitation challenge in South Africa is a capacity and 
capability challenge. The WRC has addressed the three 
dimensions of this challenge, namely, new knowledge, 
human capital and technological solutions. In our 
research projects, the Commission has endeavoured to 
create a high concentration of activities that support each 
of these dimensions. 

continued focus on research impact

The WRC conducted its proposal evaluation round 
for 2014 with the final project decisions approved 
by the Commission’s Executive in November 2014. 
Eighty-one (81) research projects were approved for 
funding out of a total of 224 proposals submitted. An 

encouraging 56% of proposals selected have previ-
ously disadvantaged individual (PDI) leaders – 36% of 
whom are women.

Overall, the portfolio saw a higher representation of 
Knowledge Tree objectives in proposals, and demo-
graphically, the approved proposals were more repre-
sentative. The WRC Lighthouses have transformed 
from seed ideas to substantive R&D platforms with 
good strategies and work plans. 

The projects and initiatives described hereunder offer 
a non-exhaustive list of highlights of the WRC’s efforts 
to meet its strategic outcome-orientated goals in the 
2014/15 financial year.

infOrminG POLicY anD 
DeciSiOn maKinG

exploring the future of water and gender

While equality is a basic human right, closing 
the gender gap is necessary to achieving many 
development objectives. A consistent vision for 
the future has emerged in recent years among 
the environmental community at large. Everyone, 
from CEOs of progressively minded companies to 
activists and policy-makers, now talks of building a 
more sustainable future. Similarly, the water sector 
has developed countless future scenarios of water 
management practices based on our current knowledge 
base. Add to the mix our current discourse on gender 
and related inequalities and imbalances and it is 
easy to wish for a future world where all gendered 
dimensions of water management are fully addressed. 
With this in mind the WRC organised a special 
stakeholder dialogue on 27 August 2014 to develop 
and interrogate scenarios of water management 
practices based on the question: ‘What would the 
world look like in 2050 if all gendered dimensions 
of water management were to be addressed?’

Growing South africa’s knowledge 
on unconventional gas mining

Improving our scientific understanding of the benefits 
of unconventional gas mining, including hydraulic 
fracturing (also known as fracking) is key to the 
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responsible development of these and other alternative 
energy technologies. Tight gas, shale gas and coal-
bed methane are called ‘unconventional’ gas due to 
their atypical reservoirs. While chemically identical 
to conventional natural gas, they are found in highly 
compact rock or coal-beds and require a specific set 
of production techniques to extract. The exploitation 
of unconventional gas sources using methods such as 
hydraulic fracturing (or fracking), horizontal wells and 
reducing coal seam pressure is relatively new in South 
Africa. The debate around unconventional gas mining 
and its potential impact on the South African environ-
ment is often fraught with emotion. The WRC hosted 
a thought-leading symposium on the potential advan-
tages and disadvantages of using unconventional gas 
in southern Africa held from 18-19 August 2014 at the 
CSIR International Convention Centre, in Pretoria. Titled 
‘Unconventional gas: Just the facts’, the symposium 
provided factual presentations from the viewpoints of 
the regulatory bodies, industrial organisations, non-gov-
ernmental organisations, and academic researchers 
to enable delegates to become more familiar with the 
topic and able to make better-informed decisions. The 
WRC has further developed an interactive vulnerability 
map and preliminary screening monitoring tool to 
assess the potential environmental impact of hydraulic 
fracturing. In addition to the map and screening tool, 
the study provided valuable knowledge on issues 
associated with hydraulic fracturing and highlighted 
vulnerable areas for specific aspects in South Africa.

ensuring water safety during 
emergency response situations

Emergency response planning is an essential part of 
managing a drinking water system, and as such is 

a key component of a water safety plan. The WRC 
has developed templates to assist water service 
institutions (WSIs) to develop emergency response 
plans for community water systems. The final report 
describes the key steps of a water safety plan, each 
with a provided example on the sort of information that 
is required. The blank templates provided enable WSIs 
to populate each of the templates with information 
relevant to their water supply system. The same 
format is followed in the guidance on the development 
of emergency response plans, where examples are 
provided followed by blank templates that can be 
adopted for individual WSIs. 

Launching South africa’s first 
comprehensive water resources website

Accurate water resource assessment is a crucial 
element of decision-making around the development 

Participants in discussion at a special dialogue on water 
and gender.

a typical fracking site in the USa.

managing water safety is a critical element of drinking 
water supply.
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and management of the nation’s water resources. 
During 2014/15 the WRC launched South Africa’s 
first publicly-accessible water resources website. The 
website, www.waterresourceswr2012.co.za, forms 
part of the country’s latest water resources assess-
ment study, known as WR2012. The study, launched 
three years ago, is the sixth comprehensive national 
water resource assessment to be undertaken in South 
Africa since 1952. The study has, for the first time, 
created a publicly-accessible, Web-based and interac-
tive reporting system to continually quantify both the 
surface and groundwater resources of South Africa. 
One of the most important aspects of the study is the 
improvements made to the WRSM2000 catchment 
model (popularly known as the Pitman model), which 
is widely used in the South African water resource 
assessment process. As this model has links to the 
models used by the DWS for analysing yield of dams 
and future water resource planning, it is extremely 
important that all three models are continually 
improved. Enhancements to the WRSM2000 model 
include the inclusion of a number of statistical graphs 
for checking the consistency of catchment rainfall 
and natural streamflow and storage yield; grouping 
of runoff models with similar hydrology for more 
rapid calibration; and addition of an observed storage 
trace to the reservoir plot so that reservoirs with only 
storage data can be calibrated among others.

DeveLOPinG new PrODUcTS 
anD ServiceS fOr ecOnOmic 
DeveLOPmenT

Preventing production borehole 
clogging through on-site iron removal

Borehole clogging is a problem that occurs all over the 
world, and can significantly reduce the drinking supply 
of pumping boreholes. Finding sustainable solutions 
to this problem is thus of utmost importance. A WRC 
project investigating the use of in-situ iron removal to 
prevent the clogging of production boreholes in South 
African aquifer systems was completed during this 
financial year. This is a new approach to the Vyredox 
method as ozone is used instead of air, and is the first 
application of iron and manganese removal with ozone. 
The main aim of the study was to explore the feasibility 
of in-situ iron removal by investigating the removal of 
iron and manganese from abstracted groundwater. This 
research project arose from the need to investigate 
preventative options to complement management and 
rehabilitation protocols in dealing with the clogging of 
production boreholes due to the presence of  iron and 
manganese in groundwater.

Optimising water use at a 
major power station

South African power stations are mostly located 
within moderately to severely strained water manage-
ment areas – close to coal reserves rather than water 
supplies. The WRC has worked in close partnership 
with the power generation sector for several years 
to assist this sector in find innovative solutions to 
save water while supporting the economy. The WRC 
has developed a new mathematical model for water 
optimisation for industrial sites. The model was 
successfully tested at Kriel Power Station. The choice 
of this 110 megalitres-a-day site was informed by 
the availability of data and willingness of personnel 
to give guidance on testing and implementation of 
results. Various scenarios were explored and analysed 
as potential options for the final design. The most 
outstanding among these involved the reuse of 
blowdown from one cooling tower to the other. This 
resulted in freshwater savings of around 12%. This 
facility operates on a zero liquid effluent discharge 
philosophy. 

Keynote speakers at the launch of the wr2012 website.
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making hotels more water smart

The average medium to large hotel uses about 300ℓ 
of water per room – about 29 Olympic-size swimming 
pools a year. Offering guests a comfortable stay in 
a water-scarce area such as South Africa is thus a 
continuous challenge for the South African tourism 
industry, and hotels are increasingly seeking ways to 
become more water smart. A first for South Africa, the 
AquaSmart Hotel tool has been developed to increase 
awareness for water conservation within the hospitality 
industry. The first section of the user guide accompa-
nying the AquaSmart Hotel tool provides water-conser-
vation tips for, among others, guest rooms, laundries, 
kitchens, gardens, swimming pools and cooling towers 
for air-conditioning systems, as well as some informa-
tion on rainwater harvesting and greywater recycling. 
The importance of training and incentivising staff 
to conserve water is also highlighted – for example, 
short-stay guests may not complain about or report 
leaking pipes, dripping taps and running toilets, so 
housekeeping staff need to bring such problems to the 
attention of management for prompt repairs. 

Smart water design for urban areas

Water sensitive urban design is essential for all devel-
opments to help manage stormwater, prevent flooding 

and improve water quality. On 11 February 2015 more 
than 100 delegates gathered in the heart of Sandton 
to share in the launch of two WRC guidelines aimed 
at water sensitive urban design. Water-sensitive urban 
design is defined as an approach towards urban planning 
and design that integrates land and water planning and 
management into urban design. This approach involves 
various disciplines of engineering, social, economic and 
environmental sciences, while recognising water as a 
scarce, finite and vulnerable resource. Special internation-
al keynote speaker, Prof Ana Deletic, of the Cooperative 
Research Centre for Water Sensitive Cities at Monash 
University, in Australia, explained some of the benefits 
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of this approach, while Prof Neil Armitage, head of the 
Urban Water Management Department at the University 
of Cape Town, officially launched the WRC reports. 
There was also a panel discussion with various speakers 
debating the benefits and challenges of implementing 
water-sensitive urban design in South Africa.

BenefiTinG cOmmUniTieS 
THrOUGH innOvaTiOn

micro-flush toilet –  
new sanitation innovation

The provision of sanitation is a key development inter-
vention – without it, ill-health dominates a life without 
dignity. Despite its importance, achieving real gains in 
sanitation coverage has been slow. Many South African 
households are still at risk of service failure and/or are 
experiencing service delivery breakdowns. Add to this 
the far-too-large percentage of informal settlements that 
have no services at all, or the majority of households in 
informal settlements making use of interim services, 
and we have a serious sanitation provision challenge. 

The WRC strives to find alternative sanitation solutions 
for South Africans without access to sanitation while 
meeting people’s aspirations for a toilet that provide 
dignity and safety. 

The full range of technical options for providing 
adequate basic sanitation is still not widely known nor 
are the characteristics of the different options well 
understood. In particular, there is little appreciation of 
the long-term financial, environmental and institutional 
implications of operating and maintaining the various 
sanitation systems. As a result, in many cases com-
munities and local governments are choosing technical 
options that, in the long-term, are unaffordable and/or 
unsustainable, most particularly, the implementation of 
water-intensive sanitation technologies in water-scarce 
regions of the country.

The WRC has developed the Arumloo, a micro flush 
toilet capable of flushing on less than a litre of water. 
The form and function of the toilet is inspired by the 
optimum vortex shape of the Arum lily. The clean form 
of the toilet removes the need for a rim, making it 
easier to clean and more hygienic. Water is discharged 
from a single point at the back of the pan and then 

Panellists at the launch of the guidelines on water-sensitive urban design.
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flows in a vortex spiral around the bowl. The two-stage 
flush enables the user to select an appropriate mode 
of flushing. A patent has been registered. Not only 
does this project have the potential to reduce water 
use in already water scarce areas, but it provides an 
easily implementable solution for communities without 
access to sanitation services.

communicating and monitoring 
quality of directly reclaimed water

As demand for water continues to outstrip supply, 
water scarcity is a real probability in South Africa. 
One potential solution is the reuse of water. A 
WRC project has resulted in the development of 
guidelines for water quality monitoring, management 
and communication for direct potable water reuse 
in South Africa. The main aim of this project was to 
empower local communities by providing guidance 
on the health-based targets, water quality monitoring, 
and communication of water quality data for direct 
potable water reuse in order to ensure successful 
implementation and long-term sustainability of such 
projects. The resultant guideline document outlines 
recommended terminology, water quality monitoring 
programmes (from catchment to final water), health-
based water quality targets, water quality analysis 
information (laboratories and associated costs), as 
well as communication programmes and incident 
management protocols. The proposed water quality 
targets for reclaimed water are more stringent than 
the current SANS 241 standard. The proposed 
guideline has potential to be adopted by the DWS.

Sustaining the linkages between 
well-being and wetlands

Observations at many wetlands in South Africa indicate 
that direct subsistence use of wetland resources 
is decreasing. Fewer people are drawing water 
directly from wetlands, cultivating crops or grazing 
and watering livestock in wetlands, and harvesting 
fibre from wetland plants. What is increasing is the 
indirect contribution to our well-being – primarily 
securing water resources. The WRC has developed a 
handbook and decision support system on wetlands 
for practitioners, policy makers and stakeholders. It 
takes theory, research and experiences on wetlands 
and translates it into an accessible and easy-to-use 
tool for better decision-making. Building on previous 

work funded by the WRC, the decision-support system 
assists with, among others, the assessment of the 
supply of ecosystem services by a particular wetland; 
exploring how different use-scenarios might affect the 
suite of ecosystem services supplied by a particular 
wetland; assessing the current demand and use of 
the services supplied by a wetland, and identifying 
opportunities and risks to the provision of ecosystem 
services by a wetland.

incentivising community engagement 
in drinking water supply management

Surveys indicate that South African communities 
share a number of concerns, including the shortage of 
water and poor water quality. The majority of people 
in South Africa own or have access to a mobile phone, 
while many have access to computers either through 
their work or in public spaces, such as schools and 
libraries. The WRC has developed a computerised 
system for reporting and management of municipal 
water supply complaints. The software tool captures 
details of water complaints reported by the commu-
nity to the municipality. The interface and structure of 
the software have been kept very simple. The core 
focus of the design was to ensure appropriate data 
storage and retrieval as well as some form of automa-
tion for reporting in order for municipalities to maintain 
a record. The software system is Web-based. The tool 
has already been taken up by a number of municipali-
ties with encouraging results.

Optimising fog water harvesting

Alternative water supply technologies are increasingly 
being investigated to ensure safe drinking water to 
far-flung communities. Fog water harvesting is rec-
ognised as being an unconventional source of water 
for communities living in water-scarce fog-prone 
areas. The aim of this project was to optimise fog 
water collection by conducting research to elucidate 
the physical and chemical complexities of fog and its 
formation; optimise the fog water collection process; 
and develop novel products that could be used to 
measure flow and increase the yield during windless 
conditions. Two experimental sites were selected, 
namely one in the mountains near Avontuur in the 
south-eastern Cape and the other in the vicinity of 
Lamberts Bay on the West Coast. Various designs 
and materials were tested for their efficacy; problems 
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related to construction of the fog water collection 
systems that were encountered during previous 
projects were solved; chemical analyses of the 
water were conducted to determine potability of the 
water; the impact of the systems on the environment 
determined; and predictions made of the effect of 
climate change on fog water harvesting potential 
given specific climate change scenarios. An important 
innovation developed during this project included the 
Whirly – a device that is designed to maximise fog 
water collection during near-windless conditions.

DrivinG SUSTainaBLe 
DeveLOPmenT SOLUTiOnS

reducing the impact of 
winery wastewater

Wine production is an important industry in the 
Western Cape and Lower Orange region in the 
Northern Cape. Wineries produce large volumes of 
low quality wastewater, particularly during the harvest 
period. In South Africa, most of the winery wastewa-
ter has historically been disposed of to land through 

irrigation of pastures. However, there are certain 
secondary environmental pollution risks associated 
with such irrigation. To address this challenge and pro-
vide a more sustainable solution, the WRC, through 
ARC-Nietvoorbij, investigated the sustainable use of 
winery wastewater for irrigation of vineyards with 
respect to the effect on soils, vineyard performance 
and wine quality. This WRC project was the first ever 
to be co-funded by Winetech. Information sessions 
are planned with cellar managers and government 
officials in the new financial year to explain the 
outcomes of the study. 

Determining the water use of 
selected fruit-tree orchards

Irrigated agriculture remains the largest user of surface 
water in South Africa, and there is a continuous need for 
improved water use efficiency in the sector. A compre-
hensive, seven-year project was completed by the WRC 
during the year to apply various water use monitoring 
techniques in the field towards improving the water use 
efficiency of South Africa’s fruit production. The project 
combined different methods to measure water use. This 
included techniques to obtain data on evapotranspiration 
through sap-flow of trees, soil water balances and 

The whirly – a device that maximises fog water collection.
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automatic weather station variables, such as rainfall, 
temperature, humidity, and radiation. The research team 
also determined irrigation timing and amounts from 
metered records at the sites or from direct measure-
ments on the irrigation lines. The range and extent of 
the project was ambitious, with monitoring sites across 
South Africa. A multi-disciplinary and well-distributed 
project team ensured the collection and comparison of 
fruit tree water use data from a wide range of climatic 
zones and species/cultivars. This has yielded a unique 
and extensive dataset that provides comprehensive 
knowledge of water use characteristics and the actual 
water use of selected fruit-tree/orchard crops under 
South African conditions.

Guiding the mining industry towards 
sustainable closure solutions

Managing potential water pollution is not only important 
during the operational life of a mine, but also after it 
closes. The WRC has concluded new guidelines for the 
mining industry for the management of post-closure wa-
ter management risks over the full lifecycle of a mining 
operation. The guidelines provide a record of events that 
should be maintained over the lifecycle of the mining 
operation in order to demonstrate that the correct 

post-closure water management planning process was 
employed by the mine as a precursor to the approval 
of a mine closure application, and to give the mine 
assurance that risk management measures have been 
identified and implemented at all the necessary stages 
of the mining project. It deals with the assessment 
and management of the major risks associated with 
mining projects that may affect post-closure risk and 
financial liability from a water management perspective. 
The primary focus is on risks associated with mine 
residue deposits and mine workings (underground and 
opencast).

Driving alternative energy solutions 
with conduit hydropower

The development of alternative energy solutions 
is an urgent requirement for South Africa. Conduit 
hydropower offers one such an alternative solution. 
The largest conduit hydropower installation in South 
African has been officially launched at Bloemwater’s 
Brandkop reservoir, in the Free State. The collaborative 
partnership between the Water Research Commission, 
University of Pretoria, and sector partners such as City 
of Tshwane, Bloemwater and eThekwini, has led to the 
successful development and demonstration of conduit 
hydropower in South Africa. Conduit hydropower is 

Bloemwater’s Jacques van Delft assists minister of 
water and Sanitation, nomvula mokonyane, to open the 
valve at the conduit hydropower facility at Brandkop 
reservoir.
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the extraction of available energy from existing water 
supply and distribution systems. The technology 
involves using excess energy in pressurised conduits to 
produce hydroelectric power. The Bloemwater installa-
tion involves the Caledon-Bloemfontein potable water 
supply system, which supplies the majority of the wa-
ter demand in Bloemfontein. The water is supplied to 
the Brandkop reservoir, where the water utility’s head 
office is located. The conduit hydropower technology 
involves tapping excess energy through pressure 
control valves before the water is discharged into 
the reservoir. In this manner, 96 kilowatts an hour of 
energy is generated – enough to power Bloemwater’s 
headoffice. The widespread roll-out of this technology 
could have an enormous impact on both the water and 
energy sectors. South Africa’s 284 municipalities and 
several water supply utilities and mines that own and 
operate gravity water supply distribution systems could 
be considered for small, micro and pico-scale hydro-
power installations. Already, several potential conduit 
hydropower sites have been identified, investigated or 
constructed, and hydropower systems are currently 
operational at Rand Water, Mossel Bay, Lepelle Water, 
Amatola Water, Bloemwater, eThekwini Municipality, 
City of Tshwane, Johannesburg Water, City of Cape 
Town, Eskom, and Midvaal Local Municipality, amount-
ing to a total generation capacity of 38.6 megawatts. 
This has a monetary generating value of R220 million 
per annum. Further estimates point to an additional 
59.8 megawatts being available in just the larger 
metropolitan areas alone (monetary generating value of 
R340 million per annum), and not taking into account 
the potential contribution from all of the mines.

PrOmOTinG TranSfOrmaTiOn 
anD reDreSS

In addition to its project activity, the WRC also held a 
number of knowledge-sharing events in the year under 
review, including technical field visits and technical 
workshops aimed at enhancing knowledge transfer and 
promoting transformation and redress. Many of these 
were in collaboration with strategic partners in order to 
enhance research impact and knowledge uptake.

celebrating 20 years of water and sanitation 
research in a democratic South africa

Over the past 20 years the WRC has had a remarkable 
journey with regards to its contribution to transforma-
tion and redress in South Africa in the water domain. 
On 26 November 2014 the WRC launched South 
Africa’s 20-Year Journey in Water and Sanitation 
Research. The book intertwines the country’s journey 
since democracy with the journey and developments in 
water research and democracy. It also presents a story 
of scientific transformation. In a message read to the 
audience, Minister of Water and Sanitation Nomvula 
Mokonyane said that the treasure of the South African 
water sector was the water science and technology 
community. The audience also heard reflections from 
long-time WRC researcher, Prof Graham Jewitt of the 
University of KwaZulu-Natal, former WRC Research 
Manager, Dr Nozi Mjoli, and WRC-supported student, 
Tercia Strydom of South African National Parks. 

at the launch of the wrc 20-year book were Dhesigen naidoo (wrc), Prof Graham Jewitt (UKZn), Dr Thele moema 
(DwS), aneeq naidoo (learner), Tercia Strydom (SanParks), Lani van vuuren (wrc), anil Singh (DwS) and Dr inga 
Jacobs-mata (wrc).
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Just a week earlier, on 12 November 2014, another 
book, 20 Years of Groundwater Research, Development 
and Implementation in South Africa, 1994-2014, was 
launched at the historical Centre for the Book, in Cape 
Town. The book was published by the WRC, DWS, 
and the University of the Western Cape, and is the 
result of a decision to take stock of the achievements of 
groundwater hydrology in South Africa while celebrating 
20 years of democracy. The publication highlights the 
changes that have taken place in terms of groundwater 
resource development and management in South Africa 
since the political transformation of the country. 

Pour-flush sanitation technology 
for Limpopo schools

The lack of safe, separate and private sanitation and 
washing facilities in schools is one of the main factors 
preventing girls from attending school. In previous 
projects the WRC developed a pour-flush toilet design 
that was appropriate for the South African context. 
Pour-flush toilets are similar to waterborne toilets but 
uses much less water (about a litre of water). During 
the past financial year a new project saw the construc-
tion of pour-flush toilets at six Limpopo primary and 
secondary schools that were in need of improved san-
itation. The toilets are housed in timber-frame units, 
with the timber coming from removed alien invasive 
vegetation. The timber-frame method, while standard 
in many parts of the world, is not well known in South 
Africa. The construction team tasked with this job 

were thus on a steep learning curve. Construction of 
all of the structures took a mere three months.

improving food production, nutrition 
and health in South africa

Hunger and nutritional issues are recognised as major 
hurdles in the development of South African society. Yet, 
while millions of South Africans are suffering the effects 
of hunger and malnutrition, research funded by the WRC 
reveals that we do not know enough about household 

One of the installed pour-flush toilets.The wrc 20-year book.

Dr Sylvester mpandeli of the wrc making a point at the 
food and nutrition dialogue.
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food intake, which could hamper intervention efforts. 
One way of improving household food and nutrition 

security, particularly among the rural poor, is to promote 
home production of nutrient-rich foods. This was the 

Water and Sanitation Summit 

If one had to choose a single highlight for the 
2014/15 financial year, then the one that stands 
out most prominently is the National Water and 
Sanitation Summit. The Summit, held on 1 and 2 
August 2014 in Boksburg, attracted more than 400 
delegates representing a range of stakeholders to 
engage around the sector’s challenges and oppor-
tunities and collectively discuss ways of moving 
the sector forward as the country entered a new 
decade of democracy.

Considered by many to be the start of a new 
conversation around South Africa’s water, the 
Summit offered a rare opportunity for deep 
multi-stakeholder engagement to critically examine 
the country’s water and sanitation challenges 
as well as the sector’s responses over the past 
20 years. Invited participants engaged on topics 
related to meeting the service delivery challenge; 
the water and sanitation policy environment; water 
research, development and innovation choices; 
the state of South Africa’s water resources and 
the role of the private sector. The Summit not only 
provided the newly-appointed water minister the 
opportunity to meet stakeholders in the water 

sector, but to hear first-hand the 
greatest challenges experienced 
by the sector, notably sustainably 
servicing those who are still 
without safe water and sanitation, while ensuring 
existing services remain sustainable. 

The Summit ended with a Declaration that has at its 
core the development of a water and sanitation ten-
year plan. This is a crucial instrument in taking the 
conversation forward. The ten-year plan will have 
as its cornerstone the following: the development 
of an inclusive, empowering and integrated water 
and sanitation policy, legislative and institutional 
environment; an innovative and inclusive service 
delivery model driven by research and technology, 
especially with regards to alternative solutions to 
ensure universal coverage; the Third National Water 
Resource Strategy that will ensure South Africa’s 
long-term sustainable water security in the wake 
of climate change and our expanded development 
needs; and a novel public-private sector partnership 
that will ensure optimum service delivery for all 
as well as developing a competitive South African 
water industry.

minister of water and Sanitation, nomvula mokonyane with elizabeth 
moroaswi from Strydkraal B village in Limpopo.

minister of cooperative 
Governance, Pravin Gordhan.
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main topic of discussion during a special dialogue held at 
the University of Pretoria (UP) on 17 October 2014 with 
the theme ‘We are what we eat: Interrogating water 
use for food production, nutrition and health among rural 
households in South Africa’. The dialogue, in commem-
oration of World Food Day, was held in partnership with 
UP and the Medical Research Council. 

enHancinG HUman caPiTaL 
DeveLOPmenT in THe waTer 
& Science SecTOrS

The WRC aims to provide South Africa with future 
researchers as well as a source of skilled human capital 
for other institutions within the water sector. This is 
done by encouraging project leaders to include stu-
dents on their projects, enabling them to participate in 
water research through the various projects supported 
by the WRC. During the year under review, the WRC 
continued to place strong emphasis on building re-
search capacity in South Africa as well as supporting a 
number of related capacity-building initiatives. In many 
areas of research supported by the WRC, it is evident 
that students who participated in earlier WRC projects 
are now leading Commission-funded research projects 
and/or are serving as members of steering committees 
as well as representatives of new proposals.

feTwater – Building capacity 
through partnerships

The relevance and quality of capacity building and train-
ing programmes therefore remain questionable as the 
water sector has yet to develop appropriate mechanisms 
for standardisation and quality assurance. Currently 
there is a plethora of education and training programmes 
which lack currency and portability, with qualifications 
and certificates obtained often receiving no recognition 
with regard to career progression or skills enhancement. 
On 21 May 2014 the Department of Water and Sanitation 
and the WRC signed a Memorandum of Agreement 
appointing the latter as the implementing agent for the 
new phase of the Framework Programme for Education 
and Training in Water (known as FETWater). The 
programme, which will run until September 2017, is a 
knowledge transfer and capacity building programme 
aimed at improving capacity in integrated water 
resource management expertise in areas where this 

is most required. The end of the second phase, also 
implemented by the WRC, saw 1 052 professionals in 
the South African water sector receiving training through 
the FETWater programme. Concurrently, a vast amount 
of training material was produced, and two groundwater 
test sites were developed at the Universities of Pretoria 
and KwaZulu-Natal. The new capacity building needs 
and requirements that will be considered in Phase III are: 
the advancement of technologies in the water space; 
climate change and variability; strengthening of the water 
regulatory system and development of regulatory tools; 
local government capacity building using water as a 
catalyst for economic growth and development; develop-
ing stronger inter-governmental relations; and developing 
specialised skills as well as knowledge to manage water 
taking into account the whole value chain.

Providing support to improving 
municipal operational performance

Good performance management by WSAs is crucial 
to both maintaining, improving and extending munic-
ipal water services delivery in South Africa. Better 
performance measurement is crucial, and municipal 
services benchmarking can take the sector forward 
towards achieving this. Effective benchmarking is a 
key tool to improve service quality, expand service 
networks and optimise operations. The Municipal 

FETWater Governance

SANC for UNESCO IHP

FETWater SC

FETWater IA

Water 
Infrastructure

Water Monitoring
& Assessment

Water Resources
Planning

Water Regulation 
Requirements

Water Use, 
Services & 
Sanitation

Inst. Mgt. &
Governance
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Benchmarking Initiative (MBI), a programme of 
the WRC and the South African Local Government 
Association (SALGA) in association with the Institute 
of Municipal Engineering of South Africa, has made 
significant strides towards improving water manage-
ment at the local level since its establishment in 2011. 
Globally, benchmarking is recognised as a tool to 
guide and support effective performance assessment 
and continuous performance improvement. Specific 
progress has been made through the initiative in module 
and material development; municipal engagement, 
support and events/forums; development of a database 
and Web tool; and business analysis and intelligence 
as well as business 
management and lead-
ership. Water Services 
Master Classes have 
been established 
as peer-learning 
exchanges designed 
to bring together 
senior technical and 
management staff, 
experts and profes-
sionals on key areas 
of the water service 
business. The 

exchanges are based on a blended learning approach 
that prioritises interactive discussions and cross-pollina-
tion of information and experiences. In order to structure 
peer learning around a specific topic the establishment of 
various Working Groups has been encouraged. A critical 
aspect of the current MBI is its ‘less is more’ approach 
to benchmarking data collection. Wherever possible, per-
formance indicators do not duplicate information being 
reported elsewhere against national sectoral objectives.  
Rather, the benchmarking focuses on core organisational 
and operational management parameters that are 
essential for good, sustainable services delivery, while 
building awareness within municipalities of why they 
matter. The Annual Report of the MBI was launched by 
the WRC and SALGA on 24 June 2014.

arming research and finance 
officers with knowledge

The WRC, like any other research funding organisation, 
has project management and administrative require-
ments, which are reviewed periodically. Additionally, the 
Commission has sought to improve its interaction and 
coordination with current and prospective project teams, 
in order to streamline administrative processes and to 
render to the research community a better understanding 
of the WRC’s strategic objective as defined in its five-year 
Corporate Plan. On 2 December 2014 the WRC hosted a 
workshop on contract, financial and intellectual property 
management. Hosted at the Commission’s offices, 
the workshop was specifically targeted at individuals 
from research offices and/or finance departments. 
Among others, the workshop set out to aid research and 
finance officers to understand the research priorities of 
the WRC and the fund allocation of each of the priority 
areas, manage the technical, administrative and financial 
aspects of WRC projects, and understand the contractual 
and financial audit requirements.

Building water awareness 
among South african youth

Capacity building is not only necessary at the tertiary 
level, but also at school level. The WRC was an 
integral partner to the DWS’s National Youth Water 
Summit, which took place in Gauteng from 29 June 
to 4 July 2014. A highlight of the programme was 
an excursion for the youth to assess the quality 
of the water in the Modderfonteinspruit, an urban 
river located in the Ekurhuleni municipal area. The 

wrc ceO, Dhesigen naidoo with SaLGa ceO, Xolile 
George, at the launch of the municipal Benchmarking 
report. 
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monitoring was undertaken using the WRC-developed 
miniSASS river health monitoring tool. The youth 
were joined in their activities by Deputy Minister of 
Water and Sanitation, Pamela Tshwete. Additionally, 
the WRC also concluded its one-year long national 
miniSASS Competition. The competition required 
participating schools to show evidence that learners 
can innovatively solve the water problems in their 
own communities by integrating a simple citizen 
science water quality testing tool, popularly known as 
miniSASS, into their environ mental projects.  

First prize, with prize money of R35 000, went to Ennis 
Thabong Primary School, North West Province, 2nd prize 
of R25 000 went to Stirling High School, Eastern Cape, 
and the 3rd prize of R20 000 went to Muntuza Primary 
School, KwaZulu-Natal. The Ennis Thabong Primary 
school is a shining example of hope in the Bojanala 
District of North West Province, and is located in the 
Madibeng local municipality. The fact that a group of 
primary school learners were able to use science and a 
reasoned argument to secure a visit from the mayor, the 
Parliamentary Portfolio Committee and the SA Human 
Rights Commission, is in itself a major accomplishment 
and a good example to communities. These officials 
were able to see that the sewage works was in a poor 
condition and was indeed polluting the Swartspruit 
which was then flowing into the Hartbeespoort dam.

following the adventures of the Thirsty Three

The WRC is of the view that all sectors of society 
should be empowered with the necessary water 
knowledge to thrive in a water-scarce environment. 
The WRC developed the first of a potential comic 

children of morutsi Primary School with their new  
comic books.

Deputy minister of water and Sanitation, Pamela Tswete (centre), at the national Youth Summit.
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book series during the year under review. The graphic 
novel follows the adventures of the Thirsty Three, 
Royston, Mpho and Steyn, as they uncover the value 
of clean water and the role played by water science 
in South Africa. The book is aimed at children aged 
11 to 15 years. The first instalment of the proposed 
series includes an introduction to the WRC as a unique 
South African organisation, and its function to assist 
Government in fulfilling its duty to South African 
communities. It is envisaged that this graphic novel 
and its characters can go a long way towards sharing 
the South African water story with a new generation 
of South Africans in a language that they can identify 
with. The book was launched in Limpopo at Morutsi 
Primary School, outside Tzaneen, in partnership with 
non-governmental organisation, Africa Hands for Youth.

enHancinG LeaDerSHiP 
anD UPTaKe Of Science

The WRC engages in national, continental and inter-
national initiatives to enhance knowledge uptake as 
well as to understand the research needs of the water 
sector. The section that follows highlights selected 
national, regional and international initiatives undertak-
en in the year under review.

National initiatives

WISA Biennial Conference

The WRC was again one of the main sponsors of the 
Water Institute of Southern Africa (WISA) Biennial 
Conference, which took place at the Mbombela 
Stadium, in Mpumalanga, from 25-28 May 2014. This 
was the first time that the conference, which attracted 
more than 2 000 delegates, was held in Mpumalanga. 
The WRC hosted no less than eight workshops during 
the conference, with themes ranging from exploring the 
Water-Energy-Food nexus, to management tools for the 
successful rollout of catchment management agencies, 
and even to exploring solutions to present groundwater 
challenges. The WRC exhibition stand and Knowledge 
Truck were popular knowledge dissemination outlets, 
with hundreds of visitors exploring the Commission’s 
latest knowledge materials and more than 1 000 re-
search reports being distributed. During the conference 
WRC Research Manager, Dr Jo Burgess, was elected 
the new WISA President.

Tackling the challenge of sanitation head-on

The WRC has partnered with the Department of 
Science and Technology (DST) and the Bill and 
Melinda Gates Foundation to tackle South Africa’s 

visitors to the wrc stand at the wiSa Biennial 
conference.

Delegates at the launch of SaSTeP.
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sanitation backlog through the use of technological 
innovations. The partnership has resulted in the 
creation of the South African Sanitation Technology 
Demonstration Programme (SASTEP), which will see 
innovative, new-generation sanitation technologies 
developed under the Gates Foundation ‘Re-Invent 
the Toilet Challenge’ demonstrated in South Africa. 
Under the programme, several district municipalities 
and schools in the Eastern Cape in critical need of 
sanitation intervention will host the next generation of 
toilet systems. These off-grid technologies offer the 
same convenience as full flush toilets, but with fewer 
sludge management challenges associated with 
on-site dry toilets. On 30 October a workshop was 
held in the Eastern Cape with funders and technol-
ogy developers. This included site visits to several 
potential demonstration sites. The workshop ended in 
Pretoria, where the SASTEP was launched publically, 
and stakeholders from across the country gathered 
to engage with the technology developers. Through 
this programme and others, the WRC aims to provide 
technological sanitation innovations that allow for 

appropriate and sustainable solutions to the country’s 
sanitation challenge.

Enhancing knowledge among 
smallholder irrigators

The Network on Irrigation Research and Extension 
for Smallholder Agriculture (NIRESA), in which 
the WRC plays a leading role, took its annual 
workshop to the Nkomazi Irrigation Scheme on 
25-27 November 2014. The meeting was attended 
by around 100 participants from several provinces, 
including Limpopo, Mpumalanga and North West. 
NIRESA was founded in 1996 to facilitate the 
exchange of ideas and practices pertaining to small-
holder irrigation in South Africa among researchers 
and advisory agencies operating in agriculture. The 
organisation aims to build a shared understanding 
of the priority areas for research and extension and 
of the activities that are necessary to effectively 
address the considerable challenges that face 
smallholder irrigation. Each year, members of the 

Delegates at the nireSa workshop.
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network visit a different part of South Africa where 
smallholder irrigation is practised. 

Regional initiatives

SARIA

The Southern African Regional Irrigation Association 
(SARIA) was created under the auspices of the 
International Commission on Irrigation and Drainage 
(ICID). At present, the organisation comprises members 
from 15 SADC countries, with WRC acting as the 
Secretariat. SARIA’s vision is to strengthen research, 
communication, training and development of appropriate 
science and technologies in irrigation and drainage for gen-
der-balanced poverty eradication and economic develop-
ment. This must be done to improve the livelihoods of the 
inhabitants of southern Africa. The SARIA workshop and 
Steering Committee meeting took place from 17-19 March 
2015 in Pretoria. This event was well attended, with at-
tendees representing 13 of the 15 member countries. The 
workshop was jointly funded by ICID and the Department 

of Agriculture, Forestry and Fisheries. The main objective 
of the workshop was to facilitate the exchange of ideas 
and practices between researchers, advisors and govern-
ment officials from southern Africa. The SARIA members 
also visited the Loskop Irrigation Scheme, in Mpumalanga.

Global initiatives

Partnership for improved water governance

The WRC has partnered with the Organisation for 
Economic Cooperation and Development (OECD) within 
the latter’s Water Governance Initiative, a multi-stake-
holder network of public, private and not-for-profit actors 
to share experiences on water governance reforms. A 
workshop was hosted by the two organisations with 
the DWS on 25-26 June 2014 titled ‘Water Governance, 
Economic Regulation and Financing’. The workshop 
addressed three pertinent areas of concern, namely, 
water governance and its implementation challenges in 
South Africa; institutionalising key economic regulation 
functions and sharing best practice; and financing water 

Saria delegates at the Loskop irrigation Scheme.
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services and resource management, drawing lessons 
from OECD countries. 

Exploring the links between gender and water

The WRC was one of the main organisers of the 
international Gender, Water and Development confer-
ence, which took place at the East London International 
Convention Centre, from 2 to 7 November 2014, with 
the theme ‘Gender, water and development: The 
untapped connection’. Other hosts included the DWS, 
AMCOW, SADC and the Women for Water Partnership. 
The conference brought stakeholders together from 
36 countries to discuss how best to address several 
issues related to gender and water, including formulating 
and implementing gender in water policy; mobilising 
strategic human and financial resources; implementing 
project interventions through economic empowerment; 
and undertaking, sharing and implementing strategic 
research and operational knowledge, among others. It 
was the first conference of its kind to be held in Africa. 
A major highlight of this conference was the Ministerial 

Declaration on water and gender aimed at mainstream-
ing gender in national policies.

Participating in the IORA network

The Indian Ocean Rim Association (IORA) Water and 
Sanitation Technology Working Group met for the 
first time at a workshop held in Gauteng from 18-19 
September 2014. The WRC hosted representatives 
Oman, France, Tanzania, Bangladesh, Yemen, Indonesia 
and Australia. Among others, IORA aims to formulate 
and implement projects for economic cooperation relat-
ing to trade facilitation, promotion and liberalisation; and 
promotion of foreign investment and tourism, scientific 
and technology exchanges; as well as the development 
of infrastructure and human resources. The South 
African workshop discussed a framework for researcher 
exchanges between member countries, particularly in 
the water research and development domain. Further 
it explored opportunities for support and networking in 
engagements to promote cooperation in water resource 
management in the member countries.

members of the iOra network.
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Fostering international cooperation 
at the IWA Congress

The WRC once again participated in the International 
Water Association (IWA) World Water Congress, 
which took place in Brisbane, Australia, from 21-26 
September 2014. One of the largest water industry 
events in the world, the conference draws around 
6 000 delegates and is held every two years. Among 
other duties, WRC Research Manager Dr Shafick 
Adams chaired a session on mapping out the future 
activities of the Groundwater Restoration and 
Management Specialist Group. In turn, Executive 
Manager Dr Inga Jacobs-Mata was involved in a range 
of speaking events and meetings as former Chair of 
the IWA Young Water Professionals (YWP), including 
the IWA YWP Forum. Dr Jacobs-Mata also won the 
Global Young Water Professionals Award for 2014.

All in all, the 2014/15 financial year was characterised by 
a host of Knowledge-to-Action interventions that demon-
strate the WRC’s drive to provide demonstrated innova-
tions that can have a real impact on the ground. Indeed, 
ending the lack of access to safe water and sanitation is 
critical to addressing water equity globally, and can act as a 
catalyst for greater innovation to deliver human well-being 
and a sustainable future. Only when we have enabled this 
expansion of the frontiers of human dignity can we begin 
to talk about growth and prosperity in earnest.

KeY PerfOrmance areaS

The WRC’s KPAs are based on its strategic context 
and challenges, as well as specific strategic risk 

areas as identified by the Board and Management. 
The performance indicators and targets, which have 
been developed with output and outcome indicators 
that incorporate the vision, mission and values, will 
assist the WRC in serving the country in accordance 
with its mandate, supporting Government outcomes, 
and will support the organisation’s efforts to achieve 
excellence.  The WRC has three areas of performance 
as follows:

•	 Research portfolio
•	 Human resources
•	 Financial wellbeing

Performance indicators and 
national targets

Research portfolio

The objective of this KPA is the provision of knowl-
edge that aims to enhance the activities of the 
water sector in a manner that will support economic 
growth and sustainable development (including 
capacity building).

Research portfolio highlights

In 2014/15, the WRC initiated 113 new projects 
and also completed 77 projects. This represents a 
cumulative increase in the amount of new and finalised 
research projects funded over the past five years.

Over the past 5 years the WRC has finalised 421 
research projects (Figure 3) indicating a significant contri-
bution to knowledge in the water sector. An average 
number of 84 projects were finalised per year, over the 
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Table 2 Research portfolio performance targets for 2014/15

Objective Performance indicator Target actual variance notes on variance

To increase water 
knowledge by initiating 
new research projects

Number of new research projects 
addressing water management

95 113 18

The variance arises from 
accommodating new projects as 
funds become available either 
through leverage savings or 
partnerships

To provide the country 
with supportive 
knowledge via completed 
projects

Number of completed projects 70 77 7
There have been increased 
efforts from the WRC to address 
outstanding finalisations 

To strengthen the WRC’s 
strategic position regarding 
water research and 
development

Enhance WRC relationship with 
the research community (number 
of WRC 101 induction offerings)

5 5 0

To enhance the relevance 
of the WRC locally and 
globally by coordinating 
strategic local and 
international partnerships 
by establishing MoUs

The cumulative number of MoUs 2 2 0

To maintain a minimum 
number of students 
supported in water 
research projects

Minimum number of students 
supported

400 496 96
Sustained interest in WRC 
projects.

Number of students from 
designated groups (per 100 
students)

60% 83% 23%

Number of SMMEs as project 
leaders

26 32 6
The variance arises from 
accommodating new projects as 
funds become available

To cumulatively increase 
the numbers of policy and 
ministerial briefs produced 
and received by relevant 
government departments

Number of policy and ministerial 
briefs published and received by 
respective departments

10 8 2

Two policy briefs were developed 
and signed off for delivery in 
March; however, they were 
only delivered to the relevant 
departments in April 2015

To promote the 
development and transfer 
of WRC research into 
innovations and new 
products for economic 
development

Number of new innovations or 
products developed

20 22 2
There were two serendipitous 
innovations emanating from 
projects

Profile of project 
leadership as part of the 
national transformation 
project to promote the 
ongoing transformation of 
the water R&D sector

Number of active projects with 
HDI participants

60 68 8
The variance is due to active 
encouragement from the WRC 
to ensure transformation and 
redress of the water R&D sector

Number of project leaders from 
designated groups (per 100 in 
new projects)

50
54 

61%)

To facilitate positive 
relationships with 
communities through 
active community 
participation in WRC 
projects

Number of community-based 
research projects

20 20 0



figure 3 Annual and cumulative number of projects finalised over the past five years

past 5 years. Over the same 5-year period 432 new 
projects (Figure 4) were initiated, ensuring the continu-
ous contribution of new knowledge to the sector. The 
large number of initiated projects was largely as a result 
of the WRC’s new and existing funding partnerships.

WRC research funding is split over four Key Strategic 
Areas (KSAs), namely, Water Resource Management, 
Water-Linked Ecosystems; Water Use and Waste 
Management and Water Utilisation in Agriculture.
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Objective Performance indicator Target actual variance notes on variance

To promote the uptake and 
communication of WRC 
research in the form of 
manuals, guidelines and 
other supporting materials

Number of manuals/guidelines/
supporting material produced

18 18 0

To enhance public under-
standing of water research 
(measured as number of 
issues of the Water Wheel)

Number of issues of the Water 
Wheel magazine

6 6 0

To improve the dissemi-
nation of water research 
(measured as number of 
issues of Water SA)

Number of issues of Water SA 
journal

4 5 1
Special edition published in 
Quarter 4.

To improve the dissemi-
nation of water research 
(measured as number of 
WIN-SA publications)

Number of WIN-SA publications 18 21 3

The redesign of the 
WIN strategy and new 
opportunities enabled an 
increase in WIN outputs

To engage in knowledge-
sharing events through 
public dialogues and 
workshops

Number of workshops and 
dialogues

25 31 6
The variance is due to 
the increased demand for 
knowledge-sharing events
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figure 5 Research funding distribution per KSA

figure 4 Annual and cumulative number of projects initiated over the past five years
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Building capacity

During the year under review, the WRC continued to 
place strong emphasis on building research capacity 
in South Africa as well as supporting a number of 
related capacity-building initiatives. In many areas of 

research supported by the WRC, it is evident that 
students who participated in earlier WRC projects are 
now leading Commission-funded research projects 
and/or serving as members of steering committees 
as well as representatives of new proposals.

29%

Water Use and
Waste Management

Water Resource
Management

32%

Water-linked  
Ecosystems

16% 23%

Water Utilisation
in Agriculture
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figure 6  Number of students supported by  
WRC in 2014/15

In recent years the WRC has adjusted its portfolio to 
train and mentor new research leaders. More than 
60% of research leaders on new projects are now from 
designated groups and most are younger than 50 years 
old. This is both assisting with the national transfor-
mation project as well as building the next generation 
of researchers. Historically, most projects lay within 
universities, however, it is encouraging to note that 32 
WRC projects were being led by small, medium and 
micro enterprises in the last financial year. 

The crowning achievement in this domain is 83% 
representation of students in WRC projects who are 
previously disadvantaged individuals. The general 
consensus from the community of practice is that 
the value-add of this injection of diversity is already 
having a positive impact on the overall portfolio. 
This large number of Masters and PhD candidates 
provides the critical mass required for the next 
generation of academics and researchers in the 
water sector.

KPa Objective Performance indicator Target actual variance notes on variance

Financial 
performance

Maintain income 
leverage growth

Measured as 
maintaining leverage 
income as 10% of total 
income

75.4 million 50.8 million 24.6 million The delay in leverage-
funded project 
deliverables and 
expenditure resulted in 
lower leverage revenue 
being recognised.

Maintain high 
level ratio of 
research funding

Measured as research 
funding and research 
related overheads as a 
% of total expenditure

76.1% 73.4% 2.7% The delay in project 
deliverables and 
associated expenditure 
resulted in lower 
research expenditure

Audit 
response

Improve 
response to 
internal audit 
results

Measured as % of the 
previous year’s internal 
audit queries fully 
addressed.

100% 100% 0

Improve response 
to external audit 
results

Measured as an 
unqualified vs. qualified 
audit report

Achieve 
unqualified 
audit

Unqualified 
audit

0

% of previous 
year’s external 
audit queries 
fully addressed

100% of operational 
findings fully addressed 
in specified action 
time frames as per the 
agreed external audit 
response plan.

100% 100% 
achieved

0

Table 3 Summary of financial performance for 2014/15

figure 7 Number of community-based projects 

2014/15

496
Students

20
Projects
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While stakeholder participation in research has always 
formed an important part of WRC research activities, 
this year the Commission is reporting for the first 
time on community participation as a KPA. The WRC 
is proud to report that it has 20 community-based 
research projects in its project portfolio.

Financial wellbeing

The objective of this KPA is to improve financial 
practices, management and financial performance of 
the organisation, simultaneously meeting the required 
accounting and auditing standards and thereby comply-
ing with the legislative requirements.

SUmmarY Of financiaL 
infOrmaTiOn

The Water Research Levy (WRL) is the WRC’s main 
source of revenue. It is receivable in terms of the 
Water Research Act No. 34 of 1971. The WRC receives 

its WRL from three sources, namely, Rand Water 
Board, Umgeni Water Board and the DWS. 

During 2014/15 there the WRC experienced higher reve-
nue from levies due to higher actual water consumption 
than anticipated from the two water boards. Leverage 
income was lower than expected due to delays in 
project deliverables and associated expenditure.

This is also related to an optimistic projection on 
their timelines. There were time delays in awarding 
the implementation contracts with the appropriate 
vendors. Implementation delays also include the 
need to accommodate regulatory activities such as 
environmental impact assessments and municipal 
clearances.

In the Gates/DST/WRC partnership, many of the 
technologies needed further development steps before 
being ready for field demonstration.

Included in other income is interest and dividends 
received from investments, which were higher in 

Objective Performance indicator Target actual variance notes on variance

Maintain healthy 
staff diversity profile

% of staff from designated 
groups

80% 89% 9% The best candidates for the 
positions were from the 
designated groups

% staff that are Black 66% 72% 6%

% of women staff members 56% 56% 0 None

Improve employee 
development and 
wellness

Personal development plans 
(PDPs)

60 
completed

60 0 Increased demand for training 
arose during the year

In-house training courses 3 courses 8 4

External training courses 14 courses 19 4

Table 4 Human resources performance targets for 2014/15

2014/15 2013/14

Sources of 
revenue

Estimate  
(R’000)

Actual amount 
collected 
(R’000)

(Over)/Under 
collection 
(R’000)

Estimate  
(R’000)

Actual amount 
collected 
(R’000)

(Over)/Under 
collection 
(R’000)

WR Levies 184 492 198 719 (14 227) 174 163 169 580 4 583

Leverage 75 410 50 868 24 542 34 139 27 963 6  176

Other 
income

6 182 11 480 (5 298) 6 059 6 273 (214)

Total 266 084 261 067 5017 214 361 203 816 10 545

*Other income does not include amounts from non-cash transactions which were not budgeted for.

Table 5 Revenue collection



2014/15 due to higher cash holdings than anticipated. 
Higher interest income was generated than expected.

Table 7 shows the planned versus utilised funds for the 
operational KSAs for the year under review, compared to 
the previous financial year. 

Budget expenditure and actual expenditure for 2014/15 
are closely aligned as reflected by the variance of  
R2 457. This represents a 1.6% deviation from the bud-
geted figures. While in the 2013/14 period there was 
under expenditure amounting to R10 865 (constituting 
8.8%). The above improvement in expenditure man-
agement was as a result of a more focused approach 
by the operational management.

The percentage utilisation of research project funds 
by the KSAs during 2014/15 (Figure 8) indicates 
that approximately 38% (compared with 44% for 
2013/14) was invested in projects that focused on 
water resources (including water-linked ecosystems) 
and approximately 62% (compared with 56% for 
2013/14) in projects that focused on water utilisation 
(including effluent treatment and management, as well 
as agriculture). This is based on the actual amount paid 
out as well as accrued for research projects during the 
financial year under review. The allocation of about 
44% of the fund to issues related to resource man-
agement and 56% to issues related to water utilisation 
was a strategic allocation based on the medium- to 
long-term needs for research. 

Table 6 Expenditure: Comparison of Budget versus Actual – 2014/2015

Table 7  Distribution of research project funds among KSA’s: Planned vs. utilised funds  
(2013/14 data in brackets)

Key Strategic area (KSa)
Planned percentage 
allocation of funds

Percentage of funds utilised 
for research projects

water resource management (KSa1) 28.9%   (28.9%) 22.7%   (28.4%)

water-Linked ecosystems (KSa2) 15.5%   (14.6%) 15.8%   (15.7%)

water Use and waste management (KSa 3) 31.8%   (32.2%) 40.8%   (31.7%)

water Utilisation in agriculture (KSa 4) 23.8%   (24.4%) 20.7%   (24.2%)
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2014/2015

Programme name
estimate  
(r’000)

actual  
expenditure

(r’000)

(Over)/Under 
expenditure 

(r’000)
explanations

fixed costs 4,545 4,164 381
Higher building 
maintenance and 
electricity costs

running costs 9,878 9,327 551
Savings on subsistence 
and travel costs

Human recourses 46,497 45,752 745
Under- expenditure due 
to unfilled vacancies

research and 
Development funding

213,256 176,453 36,803

The under-expenditure 
on research projects 
is mainly due to 
delays in some project 
deliverables due to 
various factors

corporate expenses 2,631 2,290 341

Two unplanned revenue 
and debtor review 
conducted by internal 
audits

Total 276,806 237,986 38,820
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The investment in research projects expressed as a 
percentage of total expenditure was lower than the 
budgeted ratio and also lower than that of the previous 
year. The investment in research support expressed 
as a percentage of total expenditure was 2.69% lower 
than the budgeted ratio and 0.14% lower than that of 

the previous year. In the forthcoming financial year, the 
WRC will invest in additional management and support 
capacity to ensure that it delivers as planned on its 
core business of research.

caPiTaL inveSTmenT, 
mainTenance anD aSSeT 
manaGemenT PLan 

IT equipment (desktop and laptop computers) is leased 
and treated as financial leases and capitalised accord-
ingly. The fixed asset registers are timeously updated 
with new acquisitions of assets. An asset verification 
was done at year-end which included a physical 
verification and the assessment of the condition of 
each verified asset. All assets on the asset register are 
in use and in good condition. 

During the year under review, there was an under 
expenditure of capital investments relative to the 
budgeted costs, due to the fact that the implementa-
tion date of the website development was deferred to 
the 2015/2016 financial year.

figure 8  Summary of payments by sub-programme

Percentage utilisation of research funds  
in 2014/15

Water resources Water utilisation

62%
38%

2014/15 2013/14

infrastructure projects Budget
actual 

expenditure 
(Over)/Under 
expenditure

Budget
actual 

expenditure 
(Over)/Under 
expenditure

IT Equipment & Software 3 457 2 488 969 1 211 128 1 083

Office Furniture & 
Equipment

118 148 (30)   113 22 91

Vehicle 0 0 0     0 300 (300)

Total 3 575 2 636 939 1 324 450 874

Table 9 Summary of capital asset expenditure (R’000)

Key Strategic area (KSa) 2014/15 (budgeted) 2014/15 (actual) 2013/14 (actual)

Research support (research projects and support and technology 
transfer) as a percentage of total expenditure*

76.06% 73.37% 73.23%

* Expenditure relates to the amounts reflected as per the Statement of Comparison of Budget and Actual  
Amounts and does not include non-cash transactions that are not comparable to the budget

Table 8 Research funding: Business efficiency indicators (budgeted and actual)



SECTION C

Governance
The WRC Board is the accounting authority of 
the WRC, and is supported by the Company 
Secretary. The CEO is the Accounting Officer and is 
accountable to the WRC Board. The Chief Financial 
Officer and the Executive Managers of Water 
Resource Management; Water-Linked Ecosystems; 
Water Use and Wastewater; Water Utilisation in 
Agriculture; Business Development, Marketing & 
Communications; and Corporate Services report 
directly to the CEO.

Further, the governance manuals relating to the 
activities of the Board and Board committees, the rules 
of procedure, terms of reference and other relevant 
governance matters were reviewed and updated to 
ensure its continued relevance and compliance with 
legislative and governance requirements.

PorTFoLIo coMMITTeeS

The accounting authority/Board

The following section outlines the importance and 
purpose of the WRC Board as well as the Board’s 
responsibilities. (Table 12).

role of the Board

The Board is the Accounting Authority of the WRC, and 
in this respect provides oversight, fiduciary duties and 
responsibilities to the WRC as required by the PFMA, 
the Water Research Act, Treasury Regulations for Public 
Entities (2001, amended 2002) and the King Report on 
Corporate Governance in South Africa (2009). 

The Wrc Board members are (from left to right): Mr Imraan Patel, Mr nala Mhlongo, Mr Godfrey Mwiinga, Ms Barbara 
Schreiner (chairperson of the Board), Mr Dhesigen naidoo (ceo), Ms Dora ndaba, Dr Barbara van Koppen and  
Prof eugene cloete (absent from photograph).
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During the year under review the WRC operated under 
the leadership of its newly-appointed Board. The Board 
members, who are appointed by the Minister of Water 
& Environmental Affairs, are independent, non-executive 
directors. The CEO and the Director-General of the 
DWS are ex officio members of the Board. The WRC 
Board provides leadership and governance to the WRC, 
overseeing that the WRC is true to its mandate and 
mission by:

•	 Promoting the creation, dissemination, sharing and 
application of water-centred knowledge

•	 Optimally using available resources (achieving the 
best return on investment)

•	 Striving to be financially sustainable and viable
•	 Promoting the relevance and effectiveness of wa-

ter-centred knowledge inter alia through feedback 

from external reviews to be conducted periodically, 
at least every five years, at the discretion of the 
Board

•	 Taking cognisance of the short-, medium- and long-
term research needs of the water sector

•	 Taking into account national and provincial policies, 
objectives and developments

•	 Acting in a transparent and fair manner

Board charter

The Board Charter, which has been developed in 
alignment with King III, provides a concise overview 
of the fiduciary duties and responsibilities of the Board 
of the WRC, as well as the procedures and structures 
that will govern how the Board is to function in order to 
discharge its duties.

committee
no. of 

meetings held
Date of meeting

no. of 
members

name of members

Research Policy  
and Strategy

2
12 May 2014
23 July 2014

6

Mr G Mwiinga (Chairperson)
Dr B van Koppen
Prof TE Cloete (appointed 29 May 2014)
Mr I Patel (appointed 29 May 2014) 
Ms B Schreiner 
Mr D Naidoo (CEO)

Social, Ethics,  
Human Resources 
and Information 
Technology

1 12 May 2014 6

Ms D Ndaba (Chairperson)
Mr N Mhlongo
Ms B Schreiner
Dr B van Koppen
Mr I Patel
Mr D Naidoo (CEO)

Remuneration 
Committee

2
6 May 2014
23 July 2014

5

Ms D Ndaba (Chairperson)
Ms B Schreiner
Mr N Mhlongo
Dr B van Koppen
Mr D Naidoo (CEO)

Audit, Risk and  
Finance Committee

6

26 May 2014
23 July 2014
30 July 2014
19 September 2014
23 February 2015
25 March 2015

5

Mr N Mhlongo (Chairperson)
Mr G Mwiinga 
Prof TE Cloete
Ms D Ndaba
Mr D Naidoo (CEO)

Finance Committee 1 26 May 2014 5

Mr N Mhlongo (Chairperson)
Mr G Mwiinga 
Dr B van Koppen
Ms D Ndaba
Mr D Naidoo (CEO)

Table 12 WRC Board Portfolio Committees
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The Board Charter was last updated on 27 March 2012. 
The following Board Committees have been established:

•	 Audit Risk and Finance Committee (AR&F)
•	 Finance Committee (Finance)

•	 Remuneration Committee (Rem Com)
•	 Social, Ethics, Human Resources and Information 

Technology Committee (SEHRIT)
•	 Executive Committee (Exco)
•	 Research Policy and Strategy (RPS)

Ms Barbara Schreiner (Chairperson of the Board)

Appointed on 29 May 2012. Ms Schreiner is the Executive Director of Pegasys Strategy & Development. She also serves 
on the Board of the International Water Management Institute (IWMI). WRC Board and Committee meetings attended: 
Board (5), RPS (2), SEHRIT (1), and Rem Com (1). 

Ms Dora Ndaba (Chairperson of SEHRIT Committee)

Appointed on 29 May 2012 (for second term). Ms Ndaba serves on the NEDLAC Development Chamber: Public 
Transport Task Team and is a member of the Presidential Working Group on Women. WRC Board and Committee 
meetings attended: Board (5), Finance (1), AR&F (6), Rem Com (2), and SEHRIT (1).

Dr Barbara van Koppen 

Appointed on 29 May 2012. Dr van Koppen is a principal researcher in poverty, gender and water at IWMI. WRC Board 
and Committee meetings attended: Board (5), RPS (4), SEHRIT (1), Finance (1), AR&F (6), Rem Com (2) and SEHRIT (1)

Mr Imraan Patel

Appointed on 29 May 2014. Mr Patel is the Deputy Director-General at the Department of Science and Technology 
responsible for socio-economic innovation partnerships. WRC Board and committee meetings attended: Board (3), RPS 
(0) and SEHRIT (0).

Prof Eugene Cloete

Appointed on 29 May 2014. Prof Cloete is Vice Rector: Research and Innovation at the University of Stellenbosch. WRC 
Board and committee meetings attended: Board (5), RPS (0), AR&F (2).

Mr Godfrey Mwiinga (Chairperson of RPS Committee)

Appointed on 29 May 2012. Mr Mwiinga works for the Development Bank of Southern Africa. Board and Committee 
meetings attended: Board (2), RPS (2), AR&F (4), Finance (0), SEHRIT (1), and Rem Com (1).

Mr Nala Mhlongo (Chairperson of AR&F and Finance committees)

Appointed on 29 May 2012 (for second term). Mr Mhlongo heads up his own accounting and management consulting 
firm. WRC Board and committee meetings attended: Board (4), AR&F (6), Finance (1), SEHRIT (1), and Rem Com (1).

Board Members



WRC Annual Report 2014 /15   45

Mr Dhesigen Naidoo (WRC CEO and Ex-officio member) 

Appointed on 1 October 2011. Mr Naidoo is the CEO of the WRC. WRC Committee meetings attended: Board (5), RPS 
(2), AR&F (6), Finance (1), SEHRIT (1), Rem Com (2). 

Ms Margaret-Anne Diedricks (DWS DG and Ex-officio Board member)

Appointed on 1 October 2014. WRC Committee meetings attended: Board (0).

The executive members are from left to right Ms eiman Karar, Ms reshmili Lutchman, Dr Gerhard Backeberg,  
Mr Dhesigen naidoo (ceo), Mr Jay Bhagwan, Mr naresh Patel (resigned March 2015), Dr Stanley Liphadzi and  
Dr Inga Jacobs-Mata.

44    Governance



remuneration of Board members

Members of the Board are paid an allowance in respect 
of the performance of their duties. The allowance is de-
termined by the Minister of Water and Environmental 
Affairs in consultation with the Minister of Finance. 
Members that are not remunerated are the CEO and 
the ex-officio member of DWS. Board members are 
also paid for travel expenses. (Table 13).

rISK ManaGeMenT 

The WRC Board is accountable for the process of risk 
management, which is reviewed regularly. Risk man-
agement at the WRC is an on-going process. The WRC 
has established a risk management framework. The 
WRC (Board and Management) identified 14 risks for the 
2013/14 financial year. The risks presented below have 
each been assessed in terms of impact and likelihood, 
i.e., inherent risk exposure. The WRC also identified the 
existing controls (mitigations) which are in place, and 
assessed the perceived control effectiveness of the iden-
tified controls. Each risk was allocated to a risk owner. 
These risks were also linked to the strategic objectives 
of the WRC. A risk rating was assigned from both an 
inherent risk and a residual risk exposure perspective.

Executive management and the Board undertake the 
risk assessment annually in November, facilitated by 

the internal auditors. The WRC reviews the risk register 
on a quarterly basis and reports its progress to the 
Audit and Risk Committee. 

The following risks were collectively identified and 
assessed by executive management and the Board:

name
remuneration

(rate  per meeting)
Total (r)

Ms Barbara Schreiner  
(Chairperson)

2 056 53 456

Ms Dora Ndaba
(Vice-Chairperson)  

1 560 71 760

Mr Nala Mhlongo 1 560 40 560

Prof Eugene Cloete 1 560 21 840

Mr Godfrey Mwiinga 1 560 28 080

Mr I Patel 1 560 -

Dr Barbara van Koppen 1 560 40 560

Mr Dhesigen Naidoo
(CEO)

N/A N/A

DWS DG N/A N/A

Table 13  Remuneration paid to each 
board member in 2014/15

Table 14 Summary of WRC Risk Register

risk name controls (Business process to manage the risk exposure)

Institutional human capital deficit Partnerships and collaboration with other organisations that have the capability
Interim capacity deployment on a project to project basis
Investment and exposure in training

Financial sustainability MOA (memorandum of agreement) of monthly payments with DWS
Escalation provisions for funding
Governed by legislation, government gazette
Diversified levy agencies (DWS, RW and UW)
Significant leverage income to offset dependency
Regular interaction with shareholder (DWS) and stakeholders on funding issues
Strategy to further diversify funding
Prioritisation of available funds
Stretching of resources
Regular meetings with funders
Adherence to legislation (collection of income - WRA)  

46   Governance



WRC Annual Report 2014 /15   47

risk name controls (Business process to manage the risk exposure)

Insufficient uptake of research Involvement of end users in design and rollout of research projects
New partnerships for implementation (TIA, Sasol,SALGA)
Packaging of research to various stakeholders
Development of policy and ministerial briefs to influence decision making
Direct support for IP development and commercialisation 
Development of manuals, guidelines and support tools for implementation
Incorporation of research uptake into WRC research proposal template 
Inclusion of research impact and uptake interventions in WRC Corporate Plan

Constraints in keeping up with 
changes and trends in water 
research

Capacity building as part of research contracts and research prioritisation (including post docs)
Mechanism of WRC dialogues, symposiums, conferences to be at forefront of development 
Engagement with research partners
Partnership to be at cutting edge of technology and research
Support publication and exposure of students and training material
Conference participation to enhance knowledge
Stakeholder involvement in research portfolio 
Annual strategic review of research portfolio
Periodic institutional review of research portfolio
Engaging performance of researchers
Development programme for individuals
Implementation of new strategy
Increasing international partnerships and engagement

Inadequate availability, continuity 
and growth of adequate research 
expertise

Capacity building as part of research contracts and research prioritisation in particular post- 
graduate student support
Introduction of lighthouse
Engagement with research partners
Support publication and exposure of students and training material
Lobby for increased research funds through DWS and DST and other players
Marketing research careers (through schools, universities etc.)
Rolling out of international strategy

Inadequate financial systems 
supporting operations

Inadequate budgeting and monitoring and reputational damage
Unfavourable audit opinion
Collapse of the financial management system
Lack of morale

Inadequate ability to deal with 
complexity of research issues and 
challenges

Implementation of the lighthouse programme to engage both complexity and trans-disciplinarity
Technical, policy and ministerial briefs to ensure faster exposure to research outcomes
Annual strategic review of research portfolio
Partnerships to facilitate implementation
Periodic institutional review of research portfolio
Development of the social science  inter-disciplinarity programme
Implementation and monitoring of the Knowledge Tree objectives

Profile of the WRC within SADC,  
Africa and global

Attendance of international conferences, etc.
Involvement in global, African and SADC level projects 
WRC international strategy implemented
Interaction with stakeholders on SADC, Africa and global involvement
Conducting SADC wide projects with donor partners
Contracts in place with researchers to acknowledge the WRC
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risk name controls (Business process to manage the risk exposure)

Business interruption / disaster Offsite backups of core systems and data, disaster recovery site and plans
Uninterrupted power supply
Anti-virus software (renewed annually and daily updates) and firewalls
Insurance
Emergency response teams 
Evacuation plans and procedures
Fully functional private network (VAN)
Logical and physical access controls
Fireproof strong room for research contracts (Offsite)
Digitisation of documentation
3G and cell phone enablement
24 hour security with armed response
Outsource courier service provider
Annual simulation testing
Uninterrupted water and power supply

Fraud and corruption Financial and management (reconciliatory, supervisory, etc.) controls
Monitoring daily cash balance
Segregation of duties
Audit trails
Delegation of authority
Change controls 
Fraud prevention plan implemented and workshopped annually
24 hour fraud hotline
Whistle blowing policy implemented 
Code of Ethics

Potential for biased/compromised 
science

Declaration of interests
Decision protocols
Contract management
Reference group system
Anti-fraud measures

Losing competitive edge Balanced strategy
Performance management system
Legislative mandate
Stakeholder engagements 
Change management policies and procedures

Poor quality or compromised 
researched outputs

Reference group peer review system  
Multiple approver procedure  
Requirement for declaration publications and intellectual property 
Conference presentation for further technical peer review 
Encourage peer reviewed publication    

Non-compliance to Acts, 
regulations, legislations, policies 
and procedures

Good internal knowledge of the PFMA and other legislation and all regulations with regular 
internal audit of performance and compliance
Good relationship with Treasury and Auditor General secures continuous updates
Ongoing training
Regular self-assessment
Compliance is the responsibility of all Executive Managers
Dialogues with various stakeholders and with decision makers 
Policy and ministerial briefs for decision making 
Policy research in the WRC portfolio
Secondary auditing procedures
Appointment of a Compliance Manager
Appointment of Health and Safety representatives
Health and Safety awareness campaigns and reviews 
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InTernaL conTroL UnIT

To enable the WRC to meet its responsibility to provide 
reliable financial information, the Commission main-
tains accounting systems and practices adequately 
supported by a system of internal controls. These 
controls are designed to provide reasonable assurance 
that transactions are concluded in accordance with 
management authority and that the assets are ade-
quately safeguarded.

The internal audit function monitors the effective-
ness and efficiency of the internal control systems, 
reports their findings and makes recommendations to 
management and the Audit Committee of the WRC 
Board, and monitors whether corrective action has 
been taken.

InTernaL aUDIT anD 
aUDIT coMMITTeeS 

The WRC has an outsourced internal audit function. 
The WRC has adopted formal terms of reference as its 
Internal Audit Charter. The internal auditors prepare a 
rolling three-year audit plan, which on the recommen-
dation of the Audit and Risk Committee is approved by 

the Board. The internal audit function reports directly to 
the Audit and Risk Committee. 

Table 15 discloses relevant information on the Audit 
Committee Members.

FraUD anD corrUPTIon 

The WRC has a zero-tolerance fraud and corruption 
policy. All fraud and corruption will be investigated and 
followed up. The application of all remedies falls within 
the full extent of the law and the implementation of 
appropriate prevention and detections controls. The 
WRC has an approved Fraud Prevention Policy and 
Whistle Blowing policy to ensure that the Commission’s 
tolerance to fraud and corruption is integrated into the 
day-to-day activities of the organisation. Further to that 
the WRC has a 24-hour Ethics Hotline hosted by an 
external service provider.

coDe oF eTHIcS anD 
BUSIneSS conDUcT 

The integrity of the employees underlies all of the WRC’s 
relationships, including those with customers, suppliers 

name Qualifications
Internal/ 
external

Date appointed
no. of 

meetings 
attended

Nala Mhlongo 
(Committee 
chair)

Chartered Management Accountant, Chartered Global 
Management Accountant, Chartered Accountant, 
B.Com (Hons), B.Com

External 15 October 2010 6

Dora Ndaba MTech Transport Logistics, B Tech Transport Logistics, 
Certificate in Food Processing (Belgium), Certificate 
in Marketing and Management in Agriculture (USA), 
Diploma in Transport Economics, Diploma in Nursing

External 31 July 2008 6

Godfrey 
Mwiinga

MBA, MA Civil Engineering, Post Graduate Diploma in 
Sanitary Engineering BA Civil Engineering

External 29 May 2012 4

Prof Eugene 
Cloete

BSc (Hons), MSc (Botany), DSc (Microbiology)  External 29 May 2014 2

Dhesigen 
Naidoo

CEO and ex-officio Internal 1 October 2011 6

Table 15 Audit Committee Member Details
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and communities, as well as those between employees. 
The highest standards of ethical business conduct are 
required of employees of the WRC in fulfilling their WRC 
responsibilities. This has been documented in the WRC’s 
Code of Ethics and Business Conduct policy.

Employees may not engage in any activity that could 
raise questions as to the WRC’s integrity, respect for 
diversity, impartiality or reputation. Ethical business 
conduct includes workplace relationships between 
employees in terms of the Constitution and requires 
respect for constitutional rights in employment, partic-
ularly with regard to human dignity, non-discrimination, 
and respect for diversity, impartiality and reputation.

HeaLTH anD SaFeTY 

During the year under review the WRC implemented 
and tested its emergency evacuation plan. The 
Commission also ensured that employees have been 
trained in firefighting, first aid, emergency response 
and safety, health and the environment.

coMPanY/BoarD SecreTarY

The Company Secretary is responsible for guiding the 
Board on the execution of their duties and responsibil-
ities, and how such duties and responsibilities should 
be properly carried out in the best interests of the 
WRC. The Company Secretary also provides a central 
source of guidance and advice on matters of good 
governance and changes in legislation.

Responsibilities of the Company Secretary include:

•	 Ensuring that the procedures for appointment of the 
Board are properly carried out

•	 Assisting with the proper induction, orientation and 
on-going training and education of directors

•	 Assessing specific training needs of directors and 
executive management regarding fiduciary/gover-
nance responsibilities

•	 Ensuring that the Board Charter and sub-commit-
tees Terms of Reference are kept up to date

•	 The proper compilation and timely circulation of 
documentation for the Board and committees

•	 Obtaining appropriate responses and feedback to 
specific agenda items or matters arising from prior 
meetings of the Board or committees

•	 Raising any matters that may warrant Board attention
•	 The proper recording of minutes of Board and 

committee meetings and seeing to the approval and 
timely circulation of the minutes to directors

•	 Liaising and assisting the Board Chairperson, 
committee chairs and the CEO with yearly work 
plans for Board meetings

•	 Assisting with the annual Board evaluation process 
(Board, directors and senior management)

corPoraTe SocIaL 
reSPonSIBILITY

Corporate social responsibility is the commitment 
by the WRC to behave ethically and contribute to 
economic development while improving the quality of 
life of its employees as well as the community and the 
environment in which the WRC operates.

Through its corporate social responsibility actions, the 
WRC aims to:

•	 Minimise impact on the environment through waste 
reduction;

•	 Enhance the well-being of employees;
•	 Ensure empowerment and improvement of the 

communities in which it operates.
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52  Statement of Responsibility

The Accounting Authority is responsible for the 
preparation of the public entity’s Annual Financial 
Statements and for the judgments made in this 
information.

The Accounting Authority is responsible for 
establishing and implementing a system of internal 
control designed to provide reasonable assurance 
as to the integrity and reliability of the Annual 
Financial Statements.

The external auditors are engaged to express 
an independent opinion on the Annual Financial 
Statements of the public entity.

The Annual Financial Statements for the year 
ended 31 March 2015 have been audited by the 

external auditors and their report is presented on 
page 54 to 55.

The audited Annual Financial Statements of the 
public entity set out on page 55 to 121 have been 
approved.

Dhesigen Naidoo 
Chief Executive Officer

Barbara Schreiner 
Chairperson of the Board

Statement of responsibility and confirmation of accuracy  
for the Annual Report 2014/15

WATER RESEARCH COMMISSION
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The report of the Audit and Risk Committee is 
required by Treasury regulations 27.1.7 and 27.1.10 
of the Public Finance Management Act, Act 1 of 
1999, as amended by Act 29 of 1999.

The Audit and Risk Committee reports that it has 
adopted formal terms of reference as its Audit and 
Risk Committee Charter and at it has discharged 
all of its responsibilities for the year, in compliance 
with the charter.

The Audit and Risk Committee is satisfied that an 
adequate system of internal control is in place to 
reduce significant risks faced by the organisation 
to an acceptable level. The system is designed to 
manage, rather than eliminate the risk of failure 
and to maximise opportunities to achieve business 
objectives. This can provide only reasonable but 
not absolute assurance.

The Audit and Risk Committee is satisfied that the 
internal audit function has addressed the high risks 
pertinent to the entity in its audit.

The Audit and Risk Committee has:

•	 Reviewed the audited Annual Financial 
Statements

•	 Reviewed accounting policies
•	 Reviewed the Auditor-General’s management 

letter and management’s response thereto and 
is comfortable that management will address 
the findings adequately

•	 Reviewed adjustments resulting from the audit

The Audit and Risk Committee concurs and 
accepts the Auditor-General’s conclusions on the 
Annual Financial Statements, and is of the opinion 
that the audited Annual Financial Statements be 
accepted and read together with the report of the 
Auditor-General.

The Audit and Risk Committee met with the 
Auditor-General and were assured that there were 
no unresolved issues of concern.

Mr M Mhlongo 
Chairperson of the Audit and Risk Committee

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY

Statement of financial position as at 31 March 2015
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INtroDuctIoN

1.  I have audited the consolidated and separate financial 

statements of the Water Research Commission and its 

subsidiary set out on pages 58 to 160, which comprise the 

consolidated and separate statement of financial position as 

at 31 March 2015, the consolidated and separate statement 

of financial performance and other comprehensive income, 

statement of changes in net assets and cash flow statement 

and the statement of comparison of budget information 

with actual information for the year then ended, as well as 

the notes, comprising a summary of significant accounting 

policies and other explanatory information.

AccouNtINg AuthorIty’S 
reSpoNSIBIlIty for the coNSolIDAteD 
AND SepArAte fINANcIAl StAteMeNtS

2.  The Board, which constitutes the accounting authority, 

is responsible for the preparation and fair presentation 

of these consolidated and separate financial statements 

in accordance with Generally Recognised Accounting 

Practices (SA Standards of GRAP) and the requirements 

of the Public Finance Management Act of South Africa, 

1999 (Act No. 1 of 1999) (PFMA) and the Companies Act 

of South Africa, 2008 (Act No. 71 of 2008) and for such 

internal control as the accounting authority determines is 

necessary to enable the preparation of consolidated and 

separate financial statements that are free from material 

misstatement, whether due to fraud or error.

AuDItor-geNerAl’S reSpoNSIBIlIty

3.  My responsibility is to express an opinion on these 

consolidated and separate financial statements based 

on my audit. I conducted my audit in accordance with 

International Standards on Auditing. Those standards 

require that I comply with ethical requirements, and plan 

and perform the audit to obtain reasonable assurance 

about whether the consolidated and separate financial 

statements are free from material misstatement.

4.  An audit involves performing procedures to obtain 

audit evidence about the amounts and disclosures in the 

consolidated and separate financial statements. The proce-

dures selected depend on the auditor’s judgement, including 

the assessment of the risks of material misstatement of the 

consolidated and separate financial statements, whether 

due to fraud or error. In making those risk assessments, 

the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the consolidated and 

separate financial statements in order to design audit proce-

dures that are appropriate in the circumstances, but not for 

the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control. An audit also includes evaluating 

the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by manage-

ment, as well as evaluating the overall presentation of the 

consolidated and separate financial statements.

5.  I believe that the audit evidence I have obtained is sufficient 

and appropriate to provide a basis for my audit opinion.

opINIoN

6.  In my opinion, the consolidated and separate financial 

statements present fairly, in all material respects, the financial 

position of the Water Research Commission and its subsidiary 

as at 31 March 2015 and its financial performance and cash 

flows for the year then ended, in accordance with Generally 

Recognised Accounting Practices (SA Standards of GRAP) 

and the requirements of the Public Finance Management Act 

of South Africa, 1999 (Act No. 1 of 1999) (PFMA) and the 

Companies Act of South Africa, 2008 (Act No. 71 of 2008).

eMphASIS of MAtterS

7.  I draw attention to the matters below. My opinion is not 

modified in respect of these matters.

reStAteMeNt of 
correSpoNDINg fIgureS

8.  As disclosed in note 32 to the financial statements, 

the corresponding figures for 31 March 2014 have 

been restated as a result of errors discovered, during 

the current financial year ended 31 March 2015, in the 

financial statements of the Water Research Commission.

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE  
WATER RESEARCH COMMISSION

Report on the consolidated and separate financial statements
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Report on the consolidated and separate financial statements

report oN legAl AND 
regulAtory requIreMeNtS

9.  In accordance with the Public Audit Act of South Africa, 

2004 (Act No 25 of 2004) (PAA) and the general notice 

issued in terms thereof, I report the following findings 

on the reported performance information against 

predetermined objectives for the selected portfolio 

presented in the annual performance report, non-com-

pliance with legislation as well as internal control. The 

objective of my tests was to identify reportable findings 

as described under each sub-heading, but not to gather 

evidence to express assurance on these matters. 

Accordingly, I do not express an opinion or conclusion 

on these matters.

preDeterMINeD oBjectIveS

10.  I performed procedures to obtain evidence about the 

usefulness and reliability of the reported performance 

information for the following selected portfolio presented 

in the annual performance report of the entity for the 

year ended 31 March 2015:

•	 Portfolio	1:	Research	portfolio	on	pages	37	to	41.

11.  I evaluated the reported performance information against 

the overall criteria of usefulness and reliability.

12.  I evaluated the usefulness of the reported performance 

information to determine whether it was presented in 

accordance with the National Treasury’s annual reporting 

principles and whether the reported performance was 

consistent with the planned portfolio. I further performed 

tests to determine whether indicators and targets were 

well defined, verifiable, specific, measurable, time bound 

and relevant, as required by the National Treasury’s 

Framework for managing programme performance 

information (FMPPI).

13.  I assessed the reliability of the reported performance 

information to determine whether it was valid, accurate 

and complete.

14.  I did not identify any material findings on the usefulness 

and reliability of the reported performance information for 

the following portfolio:

•	 Portfolio	1:	Research	portfolio

coMplIANce wIth legISlAtIoN

15.   I performed procedures to obtain evidence that the 

entity had complied with applicable legislation regarding 

financial matters, financial management and other related 

matters. My findings on material non-compliance with 

specific matters in key legislation, as set out in the 

general notice issued in terms of the PAA, are as follows:

ANNuAl fINANcIAl StAteMeNtS, 
perforMANce AND ANNuAl reportS

16.  The financial statements submitted for auditing were 

not prepared in accordance with the prescribed financial 

reporting framework as required by section 55(1) (a) and 

(b) of the PFMA.

17.  Material misstatements identified by the auditors in the 

submitted financial statements on the areas of revenue, 

commitments and irregular expenditure disclosure note 

were subsequently corrected by management as required 

by 51(c) of the PFMA, which resulted in the financial 

statements receiving an unqualified audit opinion.

procureMeNt AND 
coNtrAct MANAgeMeNt

18.  Some goods and services with a transaction value below 

R500 000 were procured without obtaining the required 

price quotations, as required by Treasury Regulation 16A6.1.

19.  One tender for goods and services of a transaction value 

above R500 000 was procured without inviting competi-

tive bids, as required by Treasury Regulations 16A6.1.

20.  Some contracts and quotations were awarded to bidders 

that did not score the highest points in the evaluation 

process, as required by section 2(1)(f) of Preferential 
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Procurement Policy Framework Act and Preferential 

Procurement Regulations.

21.  The bid adjudication for the one tender was not done by 

a committee which was composed in accordance with 

the policies of the public entity, as required by Treasury 

Regulations 16A6.2 (a), (b) and (c).

expeNDIture MANAgeMeNt

22.  The accounting authority did not take effective steps 

to prevent irregular expenditure, as required by section 

51(1)(b)(ii) of the PFMA.

coNSequeNce MANAgeMeNt

23.  Effective and appropriate disciplinary steps were not 

taken against officials who incurred and/or permitted 

irregular expenditure in the prior year, as required by 

section 51(1)(e)(iii) of the PFMA.

INterNAl coNtrol

24.  I considered internal control relevant to my audit of the 

financial statements, annual performance report and 

compliance with legislation that resulted in the findings 

on the annual performance report and the findings of 

non-compliance with legislation included in this report.

leADerShIp

25.  The accounting authority did not adequately direct and re-

view the performance of the system of internal controls 

regarding procurement and contract management to 

prevent irregular expenditure.

fINANcIAl AND perforMANce 
MANAgeMeNt

26.  The accounting authority did not adequately review the 

financial statements to ensure that they are prepared in 

all material respects in accordance with the requirements 

of Generally Recognised Accounting Practice.

27.  The accounting authority did not adequately monitor 

compliance with laws and regulations during the year.

Pretoria 

31 July 2015

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE  
WATER RESEARCH COMMISSION
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WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Statement of financial position as at 31 March 2015

group wrc

Note(s)

2015 2014 
restated* 2015

2014
restated*

r r r r

ASSetS

current assets

Loans to wholly controlled entity 3 – – 1,020,000 1,020,000

Operating lease asset 4 8,441 1,601 – –

Receivables 5 43,209,379 29,333,296 44,919,995 30,379,616

VAT receivable 144,083 112,554 – –

Cash and cash equivalents 6 173,944,203 144,869,157 170,976,782 142,556,060

217,306,106 174,316,608 216,916,777 173,955,676

Non-current Assets

Property, plant and equipment 7 5,707,158 4,111,054 4,213,297 2,119,240

Intangible assets 8 1,932,374 2,275,536 1,932,374 2,275,536

Investments in wholly controlled entity 9 – – 755,939 755,939

Loans to wholly controlled entity 3 – – 23,523,181 21,159,228

Other financial assets 10 12,741,072 11,585,388 12,741,072 11,585,388

20,380,604 17,971,978 43,165,863 37,895,331

total Assets 237,686,710 192,288,586 260,082,640 211,851,007

lIABIlItIeS

current liabilities

Finance lease obligation 11 147,755 418,332 147,755 418,332

Payables 12 135,559,242 111,251,310 135,756,438 111,118,223

Accruals – leave and bonus 13 3,648,641 3,600,075 3,648,641 3,600,075

139,355,638 115,269,717 139,552,834 115,136,630

Non-current liabilities

Finance lease obligation 11 121,131 268,886 121,131 268,886

Operating lease liability 4 – 25,443 – 207,175

Employee benefit obligation 14 4,502,615 4,008,106 4,502,615 4,008,106

4,623,746 4,302,435 4,623,746 4,484,167

total liabilities 143,979,384 119,572,152 144,176,580 119,620,797

Net Assets 93,707,326 72,716,434 115,906,060 92,230,210

Accumulated surplus 93,707,326 72,716,434 115,906,060 92,230,210
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WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Statement of financial performance

group wrc

Note(s)

2015 2014 
restated*

2015 2014
restated*

r r r r

reveNue

revenue from exchange transactions  

Sundry income 10,180 12,822 – –

Municipal expense recoveries 57,698 65,066 – –

Rental received 64,835 278,705 – –

Other income 1,267,747 558,271 1,267,747 558,271

Interest received - investment 15 6,915,311 2,639,665 10,295,540 5,674,976

Dividends received - investment 15 55,123 40,151 55,123 40,151

total revenue from exchange 
transactions

8,370,894 3,594,680 11,618,410 6,273,398

reveNue froM NoN-exchANge trANSActIoNS

transfer revenue

Water Research Levies 198,719,161 169,580,137 198,719,161 169,580,137

Leverage income 50,868,013 27,963,068 50,868,013 27,963,068

total revenue from non-exchange
transactions 249,587,174 197,543,205 249,587,174 197,543,205

total revenue 16 257,958,068 201,137,885 261,205,584 203,816,603

expeNDIture

Administration (133,029) (107,638) (116,229) (106,038)

Debt Impairment 434,022 (446,506) 433,929 (409,788)

Depreciation and amortisation (1,269,107) (1,536,972) (771,154) (1,039,019)

Employee related costs (44,783,452) (38,281,886) (44,783,452) (38,281,886)

Finance costs 17 (328,028) (411,663) (328,028) (411,663)

General expenses 18 (21,723,522) (17,444,467) (20,922,508) (16,490,449)

Lease rentals on operating lease (130,758) (547,068) (2,131,971) (2,366,575)

Repairs and maintenance (1,167,027) (529,535) (1,044,045) (452,717)

Research and development costs (168,920,846) (145,210,965) (168,920,846) (145,210,965)

total expenditure (238,021,747) (204,516,700) (238,584,304) (204,769,100)

operating surplus (deficit) 19 19,936,321 (3,378,815) 22,621,280 (952,497)

Loss on disposal of assets and liabilities (107,979) (140,796) (107,979) (140,796)

Loss on foreign exchange 20 (8,247) (58,206) (8,247) (58,206)

Fair value adjustments 22 1,170,795 2,449,018 1,170,795 2,449,018

1,054,569 2,250,016 1,054,569 2,250,016

Surplus (deficit) for the year 20,990,890 (1,128,799) 23,675,849 1,297,519
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WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Statement of changes in net assets

Accumulated
surplus

total net
assets

r r

group 

Opening balance as previously reported 96,621,966 96,621,966

Adjustments 

Prior year adjustments (22,776,732) (22,776,732)

Balance at 1 April 2013 as restated* 73,845,234 73,845,234

changes in net assets 

Surplus for the year (1,128,800) (1,128,800)

Total changes (1,128,800) (1,128,800)

Balance at 1 April 2014 72,716,435 72,716,435

changes in net assets 

Surplus for the year 20,990,891 20,990,891

Total changes 20,990,891 20,990,891

Balance at 31 March 2015 93,707,326 93,707,326

wrc

Balance at 1 April 2013 90,932,690 90,932,690

changes in net assets 

Surplus for the year 1,297,520 1,297,520

Total changes 1,297,520 1,297,520

Opening balance as previously reported 76,259,680 76,259,680

Adjustments 

Prior year adjustments 15,970,531 15,970,531

Balance at 1 April 2014 as restated* 92,230,211 92,230,211

changes in net assets 

Surplus for the year 23,675,849 23,675,849

Total changes 23,675,849 23,675,849

Balance at 31 March 2015 115,906,060 115,906,060

*The opening balance of the accumulated surplus/deficit has been restated.
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WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Cash flow statement

group wrc

Note(s)

2015 2014 
restated*

2015 2014
restated*

r r r r

cASh flowS froM operAtINg ActIvItIeS

receipts

Cash receipts from customers 237,560,685 205,031,438 236,763,585 204,372,542

Interest income 6,915,311 2,639,665 6,911,587 2,633,262

Dividends received 55,123 40,151 55,123 40,151

244,531,119 207,711,254 243,730,295 207,045,955

payments 

Cash paid to suppliers (212,343,089) (147,005,349) (213,216,589) (147,427,310)

Net cash flows from operating activities 24 32,188,030 60,705,905 30,513,706 59,618,645

cASh flowS froM INveStINg ActIvItIeS

Purchase of property, plant and equipment 7 (2,592,761) (363,068) (2,592,761) (363,068)

Proceeds from sale of property, plant and equipment 7 17,833 – 17,833 –

Purchase of other intangible assets 8 (55,099) (87,522) (55,099) (87,522)

Loans to controlled entities repaid – – 1,020,000 1,020,000

Net cash flows from investing activities (2,630,027) (450,590) (1,610,027) 569,410

cASh flowS froM fINANcINg ActIvItIeS

Finance lease payments (485,201) (655,625) (485,201) (655,625)

Net increase/(decrease) in cash and cash equivalents 29,072,802 59,599,690 28,418,478 59,532,430

Cash and cash equivalents at the beginning of the year 144,869,157 85,338,733 142,556,060 83,092,896

Effect of exchange rate movement on cash balances 2,244 (69,266) 2,244 (69,266)

cash and cash equivalents at the end of the year 6 173,944,203 144,869,157 170,976,782 142,556,060



WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
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Statement of comparison of budget and actual amounts

wrc 
Statement of financial performance

Approved
budget Adjustments

final 
Budget

Actual 
amounts

on comparable
basis

Difference
between final

budget and
actual

reference
(note)r r r r r

reveNue

revenue from exchange transactions 

Other income 1,284,484 (712,125) 572,359 1,128,987 556,628

Interest and dividends received – investment 5,610,000 – 5,610,000 10,350,663 4,740,663 40

total revenue from exchange transactions 6,894,484 (712,125) 6,182,359 11,479,650 5,297,291

revenue from non-exchange transactions 19  

transfer revenue )

Water research levies 183,698,571 793,100 184,491,671 198,719,161 14,227,490 40

Leverage income 41,041,286 34,368,551 75,409,837 50,868,013 (24,541,824) 40

Roll/over of committed funds 15,500,000 (1,202,517)) 14,297,483 – (14,297,483) 40

total revenue from non-exchange transactions 240,239,857 33,959,134 274,198,991 249,587,174 (24,611,817)

total revenue 247,134,341 33,247,009 280,381,350 261,066,824 (19,314,526)

expeNDIture  

Fixed costs (4,318,599) (226,000)) (4,544,599) (4,164,090) 380,509

Running costs (9,853,049) (24,550) (9,877,599) (9,326,606) 550,993

Human resources (44,967,762) (1,529,057) (46,496,819) (45,752,319) 744,500

Research and development funding (184,448,764) (28,807,402) (213,256,166) (176,452,760) 36,803,406 40

Corporate expenses (2,630,699) – (2,630,699) (2,290,144) 340,555

Capital expenditure (915,468) (2,660,000) (3,575,468) (2,509,100) 1,066,368

total expenditure (247,134,341) (33,247,009) (280,381,350) (240,495,019) 39,886,331

Actual Amount on comparable Basis 
as presented in the Budget and Actual 
comparative Statement

– – – 20,571,805 20,571,805

Statement of financial position

Refer to note 39 for explanations for material differences between budget and actual amounts and for explanations for the movement 
from the approved budget to the final budget.

Refer to note 40 for a reconciliation of budget surplus/deficit with the surplus/deficit in the statement of financial performance.
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1. preSeNtAtIoN of fINANcIAl StAteMeNtS

The financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice (GRAP), issued by the Accounting Standards Board (ASB) in accordance with Section 
91(1) of the Public Finance Management Act (Act 1 of 1999) (PFMA).

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand.

A summary of the significant accounting policies, which have been consistently applied in the preparation of 
these financial statements, are disclosed below.

These accounting policies are consistent with the previous period, except for the changes set out in note 33. 

1.1 consolidation

Basis of consolidation

Consolidated financial statements are the financial statements of the economic entity presented as those of a 
single entity.

The consolidated financial statements incorporate the financial statements of the WRC and all controlled 
entities, including special purpose entities, which are controlled by the controlling entity.

Control exists when the WRC has the power to govern the financial and operating policies of another entity so as 
to obtain benefits from its activities.

The results of the controlled entity are included in the consolidated financial statements from the effective date 
of acquisition or date when control commences to the effective date of disposal or date when control ceases. 
The difference between the proceeds from the disposal of the controlled entity and its carrying amount as of 
the date of disposal, including the cumulative amount of any exchange differences that relate to the controlled 
entity recognised in net assets in accordance with the Standard of GRAP on The Effects of Changes in Foreign 
Exchange Rates, is recognised in the consolidated statement of financial performance as the surplus or deficit 
on the disposal of the controlled entity.

An investment in an entity is accounted for in accordance with the Standards of GRAP on Financial 
Instruments from the date that it ceases to be a controlled entity, unless it becomes an associate or a jointly 
controlled entity, in which case it is accounted for as such. The carrying amount of the investment at the date 
that the entity ceases to be a controlled entity is regarded as the fair value on initial recognition of a financial 
asset in accordance with the Standards of GRAP on Financial Instruments.

The financial statements of the WRC and its controlled entity used in the preparation of the consolidated 
financial statements are prepared as of the same reporting date.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies
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When the reporting dates of the WRC and a controlled entity are different, the controlled entity prepares, for 
consolidation purposes, additional financial statements as of the same date as the WRC unless it is imprac-
tical to do so. When the financial statements of a controlled entity used in the preparation of consolidated 
financial statements are prepared as of a reporting date different from that of the controlling entity, adjust-
ments are made for the effects of significant transactions or events that occur between that date and the 
date of the controlling entity’s financial statements. In any case, the difference between the reporting date 
of the controlled entity and that of the WRC shall be no more than three months. The length of the reporting 
periods and any difference in the reporting dates is the same from period to period.

Adjustments are made when necessary to the financial statements of the controlled entities to bring their 
accounting policies in line with those of the WRC.

1.2 Significant judgements and sources of estimation uncertainty

In preparing the financial statement, management is required to make estimates and assumptions that affect 
the amounts represented in the financial statements and related disclosures. Use of available information and 
the application of judgement is inherent in the information of estimates. Actual results in the future could differ 
from these estimates which may be material to the financial statements. Significant judgements include:

Trade receivables 

The economic entity assesses its trade receivables for impairment at the end of each reporting period. In deter-
mining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements as 
to whether there is observable data indicating a measurable decrease in the estimated future cash flows from a 
financial asset.

Where impairment indicators arise these receivables are individually assessed for impairment. Accounts outstand-
ing for 120 days and more are fully impaired. Whilst these accounts are being followed up, past experience has 
indicated that accounts outstanding for such long periods are seldom recovered.

All other receivables which are not individually assessed and do not fall in the category of 120 days and more, are 
grouped together and assessed. During the evaluation of recoverability of these amounts receivable it became 
apparent that the full amount will be recoverable for the respective debtors.

Fair value estimation

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) 
is based on quoted market prices at the end of the reporting period.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate 
their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the 
future contractual cash flows at the current market interest rate that is available to the economic entity for 
similar financial instruments.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015
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Summary of significant accounting policies

Impairment testing

The entity assesses its receivables for impairment at the end of each reporting period. In determining whether 

an impairment loss should be recorded in surplus or deficit, the entity makes judgemnets as to whether there are 

any observable data indicating a measurable decrease in the estimated future cash flows from the financial asset.

The economic entity 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 indica-

tions that impairment may have occurred, estimates are prepared of expected future cash flows for each group 

of assets. Expected future cash flows used to determine the value in use of tangible assets are inherently 

uncertain and could materially change over time. 

Useful lives and residual values

The economic entity re-assesses the useful lives and residual values of property, plant and equipment on an 

annual basis. In reassessing the useful lives and residual values of property, plant and equipment management 

considers the condition and uses of the individual assets to determine the remaining period over which the 

asset can and will be used.

Employee benefit obligations (Medical aid scheme)

The present value of the post retirement obligation depends on a number of factors that are determined on 

an actuarial basis using a number of assumptions. The assumptions used in determining the net cost include 

the discount rate. Any changes in these assumptions will impact on the carrying amount of post retirement 

obligations.

The economic entity determines the appropriate discount rate at the end of each year. This is the interest 

rate that should be used to determine the present value of estimated future cash outflows expected to 

be required to settle the post retirement obligations. In determining the appropriate discount rate, the 

economic entity considers the interest rates of high-quality corporate bonds that are denominated in the 

currency in which the benefits will be paid, and that have terms to maturity approximating the terms of 

the related post retirement liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information 

is disclosed in Note 14.

Effective interest rate

The economic entity used the prime interest rate to discount future cash flows.



Impairment of receivables

On receivables an impairment loss is recognised in surplus and deficit when there is objective evidence that it 
is impaired. The impairment is measured as the difference between the carrying amount and the present value 
of estimated future cash flows discounted at the effective interest rate, computed at initial recognition.

1.3 property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administrative purposes, and are 
expected to be used during more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when: 

•	it is probable that future economic benefits or service potential associated with the item will flow to the 
economic entity; and 

•	the cost of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

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 are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item’s fair value was not determinable, its deemed cost is the carrying amount of the 
asset(s) given up.

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs 
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying 
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located is also included in the cost of property, plant and equipment, where the entity is obligated to incur 
such expenditure, and where the obligation arises as a result of acquiring the asset or using it for purposes 
other than the production of inventories.
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Summary of significant accounting policies

Recognition of costs in the carrying amount of an item of property, 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 is carried at cost less accumulated depreciation and any impairment losses.

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their 
estimated residual value.

The useful lives of items of property, plant and equipment have been assessed as follows:

Item Depreciation method Average useful life

Buildings Straight line 30 years

Furniture and fixtures Straight line 10 – 40 years

Motor vehicles Straight line 170 000 km’s

Office equipment Straight line 3 – 35 years

IT equipment Straight line 3 – 7 years

Finance lease assets Straight line Years according to the lease term

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each 
reporting date. If the expectations differ from previous estimates, the change is accounted for as a change in 
accounting estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost 
of the item is depreciated separately.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying 
amount of another asset.

Items of property, plant and equipment are derecog nised 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 from the derecognition of an item of property, plant and equipment is included in 
surplus or deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of 
property, plant and equipment is determined as the difference between the net disposal proceeds, if any, and 
the carrying amount of the item.

1.4 Intangible assets

An asset is identifiable if it either: 

•	 is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, 
rented or exchanged, either individually or together with a related contract, identifiable assets or liability, 
regardless of whether the entity intends to do so; or



•	 arises from binding arrangements (including rights from contracts), regardless of whether those rights 
are transferable or separable from the economic entity or from other rights and obligations.

An intangible asset is recognised when: 

•	 it is probable that the expected future economic benefits or service potential that are attributable to the 
asset will flow to the economic entity; and 

•	 the cost or fair value of the asset can be measured reliably.

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisi-
tion is measured at its fair value as at that date.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

The intangible asset is regarded as having an finite useful life. The amortisation is provided on a straight line 
basis over their useful life.The amortisation period and the amortisation method for intangible assets are 
reviewed at each reporting date.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as 
follows:

Item useful life

Computer software, other 3 – 10 years

Intangible assets are derecognised: 

•	 on disposal; or
•	 when no future economic benefits or service potential are expected from its use or disposal.

1.5 Investments in controlled entities

Group financial statements

The economic entity financial statements include those of the WRC and its controlled entity. The revenue 
and expenses of the controlled entity are included from the effective date of acquisition.

On acquisition the economic entity recognises the controlled entity’s identifiable assets, liabilities and contin-
gent liabilities at fair value, except for assets classified as held-for-sale, which are recognised at fair value less 
costs to sell.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies

68   Water Research Commission and Subsidiary Financial Statements



WRC Annual Report 2014 /15   69

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies

WRC financial statements

In the entity’s separate financial statements, investments in controlled entities are carried at cost less any 
accumulated impairment.

The cost of an investment in controlled entity is the aggregate of: 

•	 the fair value, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instru-
ments issued by the entity; plus 

•	 any costs directly attributable to the purchase of the controlled entity.

1.6 financial instruments

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

A financial asset is: 

•	 cash; 
•	 a residual interest of another entity; or 
•	 a contractual right to:

•	receive cash or another financial asset from another entity; or
•	exchange financial assets or financial liabilities with another entity under conditions 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 residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities.

Classification

The economic entity 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:

class category 

Loans to economic entities Financial asset measured at amortised cost

Trade and other receivables Financial asset measured at amortised cost

Cash and cash equivalents Financial asset measured at fair value

Other financial assets Financial asset measured at fair value
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The economic entity has the following types of financial liabilities (classes and category) as reflected on the 
face of the statement of financial position or in the notes thereto:

class category

Trade payables Financial liablility measured at amortised cost

Finance lease obligation Financial liablility measured at amortised cost

Accruals Financial liablility measured at amortised cost

Initial recognition

The economic entity recognises a financial asset or a financial liability in its statement of financial position 
when the entity becomes a party to the contractual provisions of the instrument.

The economic entity recognises financial assets using trade date accounting.

Initial measurement of financial assets and financial liabilities

The economic 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 financial liability.

Subsequent measurement of financial assets and financial liabilities

The economic entity measures all financial assets and financial liabilities after initial recognition using the follow-
ing categories: 

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

All financial assets measured at amortised cost, or cost, are subject to an impairment review.

financial Instruments at fair value

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid 
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of 
changes in value. These are initially and subsequently recorded at fair value.

Other financial assets 

Other financial assets include investments with recognised financial institutions.
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Investments are recognised and derecognised on a trade date basis where the purchase or sale of an invest-
ment is under a contract whose terms require delivery of the investment within the timeframe established by 
the market concerned. 

These investments are measured initially and subsequently at fair value. Gains and losses arising from changes in 
fair value are recognised directly in net assets until the security is disposed of or is determined to be impaired.

Financial instruments at amortised costs

Loans 

These include loans to and from controlling entities and loans to directors and employees. It is recognised 
initially at fair value plus direct transaction costs and subsequently measured at amortised cost.

Trade receivables

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised 
cost using the effective interest rate method.

Trade payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the 
effective interest rate method.

Fair value measurement considerations

The fair values of listed investments are based on current bid prices. If the market for a financial asset is not active 
(and for unlisted securities), the entity establishes fair value by using valuation techniques. These include the use of 
recent arm’s length transactions, reference to other instruments that are substantially the same, discounted cash 
flow analysis, and option pricing models making maximum use of market inputs and relying as little as possible on 
entity-specific inputs.

Gains and losses

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

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or 
deficit when the financial asset or financial liability is derecognised or impaired, or through the amortisation process.

Impairment and uncollectibility of financial assets

The entity assesses at the end of each reporting period whether there is any objective evidence that a financial 
asset or group of financial assets is impaired.



WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies

For amounts due to the entity, significant financial difficulties of the debtor, probability that the debtor will 
enter bankruptcy and default of payments are all considered indicators of impairment.

If there is objective 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 carrying amount and 
the present value of estimated future cash flows (excluding future credit losses that have not been incurred) 
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced  
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 decreases and the decrease can be related objec-
tively to an event occurring after the impairment was recognised, the previously recognised impairment loss is 
reversed by adjusting an allowance account. The reversal does not result in a carrying amount of the financial 
asset that exceeds what the amortised cost would have been had the impairment not been recognised at the date 
the impairment is reversed. The amount of the reversal is recognised in surplus or deficit.

Derecognition

Financial assets

The entity derecognises financial assets using trade date accounting.

The entity derecognises a financial asset only when: 

•	 the contractual rights to the cash flows from the financial asset expire, are settled or waived; 
•	 the economic entity transfers to another party substantially all of the risks and rewards of ownership of the 

financial asset; or 
•	 the economic entity, despite having retained some significant risks and rewards of ownership of the finan-

cial asset, has transferred control of the asset to another party and the other party has the practical ability 
to sell the asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and 
without needing to impose additional restrictions on the transfer. In this case, the entity :
•	 derecognise the asset; and
•	 recognise separately any rights and obligations created or retained in the transfer.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum 
of the consideration received is recognised in surplus or deficit.

Financial liabilities

The economic entity removes a financial liability (or a part of a financial liability) from its statement of financial position 
when it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expired or waived.

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or 
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities 
assumed, is recognised in surplus or deficit.
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Presentation

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit.

Offsetting of financial instruments

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 legally enforceable right to set off the recognised amounts 
and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

1.7 leases

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

Finance leases – lessee

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the 
fair value of the leased property or, if lower, 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.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate on 
debt owing to the lessor. 

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

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

Operating leases – lessee

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

1.8 Impairment of cash-generating assets

Cash-generating assets are those assets held by the economic entity with the primary objective of generating 
a commercial return. When an asset is deployed in a manner consistent with that adopted by a profit-orientat-
ed entity, it generates a commercial return.



Identification

The economic entity assesses at each reporting date whether there is any indication that a cash-generating 
asset may be impaired. If any such indication exists, the economic entity estimates the recoverable amount of 
the asset.

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset 
is adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual 
value (if any), on a systematic basis over its remaining useful life.

1.9 employee benefits

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees.

Short-term employee benefits

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be 
settled within twelve months after the end of the period in which the employees render the related service.

When an employee has rendered service to the entity during a reporting period, the entity recognises the cost in 
the period in which the service was rendered equal to the undiscounted amount of short-term employee benefits 
expected to be paid in exchange for that service.

The expected cost of compensated absences is recognised as an expense as the employees render services 
that increase their entitlement or, in the case of non-accumulating absences, when the absence occurs. The 
economic entity measures the expected cost of accumulating compensated absences as the additional amount 
that the entity expects to pay as a result of the unused entitlement that has accumulated at the reporting date.

The economic entity recognises the expected cost of bonus, incentive and performance related payments 
when the entity has a present legal or constructive obligation to make such payments as a result of past 
events and a reliable estimate of the obligation can be made. A present obligation exists when the entity has 
no realistic alternative but to make the payments.

Post-employment benefits

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the 
completion of employment.
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Post-employment benefits: Defined contribution plans

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a 
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does 
not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.

When an employee has rendered service to the economic entity during a reporting period, the economic entity 
recognises the contribution payable to a defined contribution plan in exchange for that service:

•	 as a liability (accrued expense), after deducting any contribution already paid. If the contribution already 
paid exceeds the contribution due for service before the reporting date, the economic entity recognises 
that excess as an asset (prepaid expense) to the extent that the prepayment will lead to, for example, a 
reduction in future payments or a cash refund; and

•	 as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset.

Post-employment benefits: Defined benefit plans

Defined benefit plans are post-employment benefit plans other than defined contribution plans.

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected 
future payments required to settle the obligation resulting from employee service in the current and prior periods.

The amount recognised as a defined benefit liability is the net total of the following amounts:

•	 the present value of the defined benefit obligation at the reporting date;
•	 minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly;
•	 plus any liability that may arise as a result of a minimum funding requirement.

The amount determined as a defined benefit liability may be negative (an asset). The economic entity mea-
sures the resulting asset at the lower of:

•	 the amount determined above; and
•	 the present value of any economic benefits available in the form of refunds from the plan (if any) or reductions 

in future contributions to the plan. The present value of these economic benefits is determined using a discount 
rate which reflects the time value of money.

Any adjustments arising from the limit above is recognised in surplus or deficit.

The economic entity determines the present value of defined benefit obligations and the fair value of any plan 
assets (if any) with sufficient regularity such that the amounts recognised in the financial statements do not 
differ materially from the amounts that would be determined at the reporting date.

The economic entity recognises the net total of the following amounts in surplus or deficit, except to the 
extent that another Standard requires or permits their inclusion in the cost of an asset:



•	 current service cost;
•	 interest cost;
•	 the expected return on any plan assets and on any reimbursement rights;
•	 actuarial gains and losses;
•	 past service cost;
•	 the effect of any curtailments or settlements; and
•	 the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan (if any). 
The results of the valuation are updated for any material transactions and other material changes in circumstanc-
es (including changes in market prices and interest rates) up to the reporting date.

The economic entity recognises gains or losses on the curtailment or settlement of a defined benefit plan 
when the curtailment or settlement occurs. The gain or loss on a curtailment or settlement comprises:

•	 any resulting change in the present value of the defined benefit obligation; and
•	 any resulting change in the fair value of the plan assets.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined 
benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. 
In all other respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a 
defined benefit plan is presented as the net of the amount recognised for a reimbursement.

1.10 provisions and contingencies

Provisions are recognised when:

•	 the economic entity has a present obligation as a result of a past event;
•	 it is probable that an outflow of resources embodying economic benefits or service potential will be 

required to settle the obligation; and
•	 a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate 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 expendi-
tures 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 some or all of the expenditure required to settle a provision is expected to be reimbursed by another 
party, the reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be 
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received if the economic entity settles the obligation. The reimbursement is treated as a separate asset. The 
amount recognised for the reimbursement does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions 
are reversed if it is no longer probable that an outflow of resources embodying economic benefits or service 
potential will be required, to settle the obligation.

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.

A provision is used only for expenditures for which the provision was originally recognised.

Provisions are not recognised for future operating deficits.

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is 
recognised and measured as a provision.

Contingent assets and contingent liabilities are not recognised. 

1.11 revenue from exchange transactions

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

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extin-
guished, and directly gives approximately equal value (primarily in the form of goods, services or use of assets) 
to the other party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction.

Measurement

Revenue from exchange transactions is measured at the fair value of the consideration received or receivable, 
net of trade discounts and volume rebates.

Rendering of services

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue 
is recognised only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. 
Stage of completion is determined by the proportion that costs incurred to date bear to the total estimated costs 
of the transaction.
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Interest, royalties, dividends, and rental income

Revenue arising from the use by others of entity assets yielding interest, royalties, dividends, and rental income is 
recognised when:

•	 it is probable that the economic benefits or service potential associated with the transaction will flow to the 
entity, and

•	 the amount of the revenue can be measured reliably.

Interest is recognised, in surplus or deficit, using the effective interest rate method.

1.12 revenue from non-exchange transactions

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity, 
which represents an increase in net assets, other than increases relating to contributions from owners.

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities 
extinguished, and directly gives approximately equal value (primarily in the form of cash, goods, services, or 
use of assets) to another entity in exchange.

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, 
an entity either receives value from another entity without directly giving approximately equal value in exchange, 
or gives value to another entity without directly receiving approximately equal value in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable 
willing parties in an arm’s lenght transaction.

The Department of Water and Sanitation, Rand Water and Umgeni Water Boards collect levy income on 
behlf of the WRC. The rate of the levy is approved by the Minister of Water and Sanitation on an annual 
basis. Revenue recognition of levy income represents amounts received from the Department of Water and 
Sanitation, Rand Water and Umgeni Water Boards. Provision is made for estimated uncollectable levies by way 
of an impairment charge.

The WRC receives leverage income from various sources which is used for research. This revenue is rec-
ognised in the accounting period in which the research expenditure is incurred.

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the PFMA and is recognised when the recovery thereof from the responsi-
ble board members or officials is virtually certain.

1.13 Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred.
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1.14 translation of foreign currencies

Foreign currency transactions

A foreign currency transaction is recorded, on initial recognition in South African Rand, by applying to the 
foreign currency amount the spot exchange rate between the functional currency and the foreign currency at 
the date of the transaction.

At each reporting date:

•	 foreign currency monetary items are translated using the closing rate;
•	 non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the 

exchange rate at the date of the transaction; and
•	 non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates 

at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates 
different from those at which they were translated on initial recognition during the period or in previous 
financial statements are recognised in surplus or deficit in the period in which they arise.

When a gain or loss on a non-monetary item is recognised directly in net assets, any exchange component of 
that gain or loss is recognised directly in net assets. When a gain or loss on a non-monetary item is recognised in 
surplus or deficit, any exchange component of that gain or loss is recognised in surplus or deficit.

Cash flows arising from transactions in a foreign currency are recorded in South African Rand by applying to 
the foreign currency amount the exchange rate between the South African Rand and the foreign currency at 
the date of the cash flow.

1.15 research and development expenditure

Expenditure on research and development is recognised as an expense when incurred.

1.16 unauthorised expenditure

Unauthorised expenditure means:

•	 overspending of a vote or a main division within a vote; and
•	 expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance 

with the purpose of the main division.

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the 
nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of 
financial performance.

78   Water Research Commission and Subsidiary Financial Statements



WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies

1.17 fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reason-
able care been exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement 
of financial performance in the year that the expenditure was incurred. The expenditure is classified in 
accordance with the nature of the expense, and where recovered, it is subsequently accounted for as 
revenue in the statement of financial performance.

1.18 Irregular expenditure

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, 
incurred in contravention of or that is not in accordance with a requirement of any applicable legislation, including: 

(a)  the PFMA; or
(b)   the State Tender Board Act (Act No. 86 of 1968), or any regulations made in terms of the Act; or
(c)   WRC supply chain management policy.

Irregular expenditure that was incurred and identified during the current financial year and which was condoned 
before year end and/or before finalisation of the financial statements must also be recorded appropriately in the 
irregular expenditure register. In such an instance, no further action is required with the exception of updating the 
note to the financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condone-
ment is being awaited at year end must be recorded in the irregular expenditure register. No further action is 
required with the exception of updating the note to the financial statements.

Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial 
year, the register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned 
by the National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure 
register. If liability for the irregular expenditure can be attributed to a person, a debt account must be created if such 
a person is liable in law. Immediate steps must thereafter be taken to recover the amount from the person con-
cerned. If recovery is not possible, the accounting officer or accounting authority may write off the amount as debt 
impairment and disclose such in the relevant note to the financial statements. The irregular expenditure register 
must also be updated accordingly. If the irregular expenditure has not been condoned and no person is liable in law, 
the expenditure related thereto must remain against the relevant programme/expenditure item, be disclosed as 
such in the note to the financial statements and updated accordingly in the irregular expenditure register.

All expenditure relating to irregular expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure is incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.
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1.19 conditional grants and receipts

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that 
the entity has complied with any of the criteria, conditions or obligations embodied in the agreement. To the 
extent that the criteria, conditions or obligations have not been met a liability is recognised.

1.20 Income tax expense

WRC is excempt from income tax in terms of section 10(1)(cA)(ii) of the Income Tax Act (Act No. 58 of 1962).

1.21 Budget information

The financial statements and the budget are not on the same basis of accounting therefore a reconciliation between the 
statement of financial performance and the budget have been included in the financial statements. Refer to note 33.

1.22 related parties

The economic entity operates in an economic sector currently dominated by entities directly or indirectly owned by the 
South African Government. As a consequence of the constitutional independence of the three spheres of government 
in South Africa, only entities within the national sphere of government are considered to be related parties.

Key Management are those persons responsible for planning, directing and controlling the activities of the econo-
mic entity, including those charged with the governance of the economic entity in accordance with legislation, in 
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 management in their dealings with the economic entity. Only transactions 
with related parties not at arm’s length or not in the ordinary course of business are disclosed.

1.23 events after reporting date

Events after 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 date (adjusting events after the 
reporting date); and

•	 those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date).

The economic entity will adjust the amount recognised in the financial statements to reflect adjusting events 
after the reporting date once the event occurred.

The economic entity will disclose the nature of the event and an estimate of its financial effect or a statement 
that such estimate cannot be made in respect of all material non-adjusting events, where non-disclosure could 
influence the economic decisions of users taken on the basis of the financial statements.
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2. New StANDArDS AND INterpretAtIoNS

2.1 Standards and interpretations effective and adopted in the current year

In the current year, the WRC has adopted the following standards and interpretations that are effective for the 
current financial year and that are relevant to its operations:

Standard/ Interpretation 

effective date: 
years beginning 

on or after expected Impact:

GRAP 1 (as revised 2012):  
Presentation of Financial Statements

1 April 2013
The impact of the amendment 

is not material.

GRAP 3 (as revised 2012):  
Accounting Policies, Change in Accounting Estimates and Errors

1 April 2013
The impact of the amendment 

is not material.

GRAP 9 (as revised 2012): 
Revenue from Exchange Transactions

1 April 2013
The impact of the amendment 

is not material.

GRAP 13 (as revised 2012):  
Leases

1 April 2013
The impact of the amendment 

is not material.

GRAP 17 (as revised 2012):  
Property, Plant and Equipment

1 April 2013
The impact of the amendment 

is not material.

IGRAP1 (as revised 2012): 
Applying the probability test on initial recognition of revenue

1 April 2013
The impact of the amendment 

is not material.

2.2 Standards and Interpretations early adopted

The economic entity has chosen to adopt the following standards and interpretations early:

Standard/ Interpretation: 

effective date: 
years beginning 

on or after expected Impact:

GRAP 20:  
Related parties

1 April 2016
The impact of the amendment is not 
material.

GRAP 6 (as revised 2010):  
Consolidated and Separate Financial Statements

1 April 2015
The impact of the amendment is not 
material.
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3. loANS to (froM) coNtrolleD eNtItIeS

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

controlled entities

Erf 706 Rietfontein (Pty) Ltd – Loan 1 – – 22,274,145 19,595,567

The unsecured loan bears interest at a nominal 
rate of 15% and is repayable in equal monthly 
installments of R60,000 by 30 June 2017.

Erf 706 Rietfontein (Pty) Ltd – Loan 2 – – 2,269,036 2,583,662

The unsecured loans bears interest at prime plus 
2% and is repayable within 60 days from receipt 
of a written demand.

– – 24,543,181 22,179,229

Non-current assets – – 23,523,181 21,159,228

Current assets – – 1,020,000 1,020,000

– – 24,543,181 22,179,228

credit quality of loans to controlled entities

The credit quality of loans to controlled entities are of a good quality. The maximum exposure to credit risk 
at the reporting date is the fair value of the loan mentioned above. The fair value approximates the carrying 
amount of the balances.

None of the loans to controlled entities defaulted during the year under review.

The terms and conditions of the loans were not renegotiated during the period under review.

fair value of loans to and from controlled entities

The fair value of the loan is determined by calculating the present value of future payments by using a discount 
rate of 15% and prime rate plus 2%. The entity does not hold any collateral as security for the loans.

loans to controlled entities past due but not impaired

Loans to controlled entities were not past due at reporting date.
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4. operAtINg leASe ASSet

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Current assets 8,441 1,601 – –

Non-current liabilities – (25,443) – (207,175)

8,441 (23,842) – (207,175)

Balance at year end

Operating lease asset 8,441 1,601 – –

Minimum lease receipts/ (payments) due

Within 12 months 207,691 32,303 – (2,281,412)

Between 12–60 months 41,434 – – –

249,125 32,303 – (2,281,412)

The wholly controlled entity enters into lease agreements between 2 and 5 years whereafter the option is available 
for the lessee to renew the contract. Rentals are payable per month and escalate by between 5% and 11% per annum.

No contingent rent is receivable/payable and there is no restrictions on the leases.

The disclosure for the comparative period for the group relating to minimum lease receipts due was amended 
to reflect the amounts receivable from an additional tenant that was erroneously not included in the future 
minimum lease rentals to be received as at 31 March 2014.

5. receIvABleS

group wrc

2015 2014 
restated*

2015 2014
restated*

receivables from non exchange transactions
r r r r

Receivables: Water research levies 42,023,255 28,538,410 42,023,255 28,538,410

receivables from exchange transactions

Receivables: other 1,573,801 1,605,628 3,051,499 2,429,895

Deposits 7,305 18,262 – –

Provision for impairment losses (394,982) (829,004) (154,759) (588,689)

43,209,379 29,333,296 44,919,995 44,919,995
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receivables pledged as security

No receivables were pledged as security for any financial liability.

credit quality of receivables

None of the receivables defaulted during the year under review. Management considers that all of the above 

financial assets are of good credit quality. The maximum exposure to credit risk at the reporting date is the 

fair value of each class of receivable mentioned above. The fair value approximates the carrying amount of the 

balances due to their short-term maturity.

receivables

All the receivables as reflected above represent receivables from exchange transactions, except for 

Receivables: Water Research Levies, which represents receivables from non-exchange transactions. 

Where impairment indicators arise these receivables are individually assessed for impairment. Accounts 

outstanding for 120 days and more are fully impaired. Whilst these accounts are being followed up, past 

experience has indicated that accounts outstanding for such long periods are seldom recovered.

All other receivables which are not individually assessed and do not fall in the category of 120 days and more 

are grouped together and assessed. During the evaluation of recoverability of these amounts receivable it 

became apparent that the full amount will be recoverable for the respective debtors. The fair value is thus 

equal to the full amount receivable as at year-end.

The recoverable amount of the debtors is equal to the fair value. 

None of the financial assets that are fully performing have been renegotiated in the last year.

receivables past due but not impaired

Receivables are all considered for impairment. At 31 March 2015, (2014: R NIL) were past due but not 

impaired.

receivables impaired

As of 31 March 2015, trade and other receivables of R(433,931) (2014: R409,788) were (reversed) / impaired 

and provided for in the WRC, whereas for the economic entity it was R434,022 (2014:R446,506).

The amount of the provision was R154,759 as of 31 March 2015 (2014: R588,690) for the WRC, whereas for 

the economic entity it was R394,982 (2014: R829,004).

WATER RESEARCH COMMISSION
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2015

Other explanatory notes
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The ageing of these receivables is as follows:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Current – Gross 20,411,225 6,166,505 22,129,148 7,230,996

1 Month past due – Gross 13,317,707 8,107,575 13,317,707 8,107,575

2 Months past due – Gross 9,211,889 8,113,583 9,211,889 8,113,583

3 Months and more past due – Gross 663,539 7,774,636 416,011 7,516,151

43,604,359 30,162,299 45,074,754 30,968,305

Current impaired amount (93)

1 Month past due – Impaired amount – (145) – (145)

2 Months past due – Impaired amount – (399) – (399)

3 Months and more past due – Impaired amount (394,982) (828,369) (154,759) (588,146)

(394,982) (829,004) (154,759) (588,690)

reconciliation of provision for impairment on receivables

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Opening balance 829,004 382,498 588,690 178,901

Provision for impairment (434,022) 446,506 (433,931) 409,789

394,982 829,004 154,759 588,690

The movement in the provision for impaired receivables are included in operating expenses in surplus or 

deficit. Receivables are generally written off when there is no expectation of recovery.

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivables men-

tioned above. The economic entity does not hold any collateral as security.

86   Water Research Commission and Subsidiary Financial Statements



WRC Annual Report 2014 /15   87

6. cASh AND cASh equIvAleNtS

Cash and cash equivalents consist of:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Cash on hand 875 1,895 875 1,895

Bank balances 109,871,347 136,453,771 106,903,926 134,140,674

Short-term deposits 64,071,981 8,413,491 64,071,981 8,413,491

173,944,203 144,869,157 170,976,782 142,556,060

credit quality of bank balances and short-term deposits, excluding cash on hand

Management considers that all of the above cash and cash equivalents categories are of good quality by reference 
to external credit ratings. The maximum exposure to credit risk at the reporting date is the fair value of each class of 
cash and cash equivalents mentioned above. The fair value approximates the carrying amount of the balances.

All cash and cash equivalents held by the entity are available for use. The cash and cash equivalents are not pledged 
as security for financial liabilities.

financial assets at fair value

The entity has not reclassified any financial assets from cost or amortised cost to fair value, or from fair 
value to cost or amortised cost during the current or prior year.

fair value hierarchy of financial assets at fair value

For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the 
significance of the inputs used to make the measurements. The fair value hierarchy has the following levels:

•	 Level 1 represents those assets which are measured using unadjusted quoted prices in active markets for 
identical assets.

•	 Level 2 applies inputs other than quoted prices that are observable for the assets either directly (i.e. as 
prices) or indirectly (i.e. derived from prices).

•	 Level 3 applies inputs which are not based on observable market data.

There were no significant transfers into or out of level 1, 2 or 3 for the years presented.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

level 2

Cash and cash equivalents 173,944,203 144,869,157 170,976,782 142,556,060

7. property, plANt AND equIpMeNt

2015 2014 restated*

cost

Accumulated  
depreciation 

and 
accumulated 
impairement carrying value cost

Accumulated  
depreciation 

and 
accumulated 
impairement carrying value

r r r r r r

group

Buildings 8,691,522 (7,197,661) 1,493,861 8,691,522 (6,699,708) 1,991,814

Furniture and fixtures 1,414,971 (494,498) 920,473 1,382,474 (446,912) 935,562

Motor vehicles 369,366 (69,580) 299,786 369,366 (56,248) 313,118

Office equipment 826,550 (517,252) 309,298 911,344 (469,979) 441,365

IT equipment 4,103,298 (1,419,558) 2,683,740 1,655,138 (1,225,943) 429,195

total 15,405,707 (9,698,549) 5,707,158 13,009,844 (8,898,790) 4,111,054

wrc

Furniture and fixtures 1,414,971 (494,498) 920,473 1,382,474 (446,912) 935,562

Motor vehicles 369,366 (69,580) 299,786 369,366 (56,248) 313,118

Office equipment 826,550 (517,252) 309,298 911,344 (469,979) 441,365

IT equipment 4,103,298 (1,419,558) 2,683,740 1,655,138 (1,225,943) 429,195

total 6,714,185 (2,500,888) 4,213,297 4,318,322 (2,199,082) 2,119,240

reconciliation of property, plant and equipment – group – 2015

opening 
balance Additions Disposals transfers Depreciation total

r r r r r r

Buildings 1,991,814 – – – (497,953) 1,493,861

Furniture and fixtures 935,562 143,739 (102,659) 22,127 (78,296) 920,473

Motor vehicles 313,117 – – – (13,331) 299,786

Office equipment 441,365 12,647 (3,361) (42,748) (98,605) 309,298

IT equipment 429,196 2,436,375 (19,792) 20,621 (182,660) 2,683,740

4,111,054 2,592,761 (125,812) – (870,845) 5,707,158
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reconciliation of property, plant and equipment – group – 2014

opening 
balance Additions Disposals transfers Depreciation total

r r r r r r

Buildings 2,489,767 – – – (497,953) 1,991,814

Furniture and fixtures 1,043,575 17,551 (60,916) (26,414) (38,234) 935,562

Motor vehicles 16,149 300,391 – – (3,423) 313,117

Office equipment 679,651 4,331 (65,381) (5,529) (171,707) 441,365

IT equipment 809,727 40,795 (14,499) 23,260 (430,087) 429,196

5,038,869 363,068 (140,796) (8,683) (1,141,404) 4,111,054

reconciliation of property, plant and equipment – wrc – 2015

opening 
balance Additions Disposals transfers

Depreciation 
and impairment total

r r r r r r

Furniture and fixtures 935,562 143,739 (102,659) 22,127 (78,296) 920,473

Motor vehicles 313,117 – – – (13,331) 299,786

Office equipment 441,365 12,647 (3,361) (42,748) (98,605) 309,298

IT equipment 429,196 2,436,375 (19,792) 20,621 (182,660) 2,683,740

2,119,240 2,592,761 (125,812) – (372,892) 4,213,297

reconciliation of property, plant and equipment – wrc – 2014

opening 
balance Additions Disposals transfers

Depreciation 
and impairment total

r r r r r r

Furniture and fixtures 1,043,575 17,551 (60,916) (26,414) (38,234) 935,562

Motor vehicles 16,149 300,391 – – (3,423) 313,117

Office equipment 679,651 4,331 (65,381) (5,529) (171,707) 441,365

IT equipment 809,727 40,795 (14,499) 23,260 (430,087) 429,196

2,549,102 363,068 (140,796) (8,683) (643,451) 2,119,240

pledged as security

None of the assets were or are pledged as security.
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Assets subject to finance lease (Net carrying amount)

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Office equipment – 353,596 – 353,596

IT equipment 651,004 352,783 651,004 352,783

651,004 706,379 651,004 706,379

Details of valuation

The effective date of the valuation is 15 May 2015. The valuation was performed by an independent valuer, 
Brian Morgan, of C2C Property Valuations on 30 April 2015. Brian Morgan is a member of the South African 
Institute of Valuers and is registered as a Professional Valuer with the South African Council. C2C Property 
Valuations are not connected to the entity and have recent experience in location and category of the property 
concerned.

The property has been valued at R31,000,000 (2014: R26,400,000). The valuation was based on open market 
value for existing use.

The market value of the property was determined by using the income capitalisation method of valuation. This 
method discounts the expected net future income flow generated by the property.

other information

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

property, plant and equipment fully depreciated and still in use (gross carrying amount)

Furniture 1,938 4,702 1,938 4,702

Office equipment 2,417 6,860 2,417 6,860

Computer equipment 510,146 603,963 510,146 603,963

514,501 615,525 514,501 615,525
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Details of properties

Erf 706 Rietfontein, Pretoria

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Purchase price 615,855 615,855 – –

Additions since purchase 8,075,667 8,075,667 – –

8,691,522 8,691,522 – –

A register containing the information required by the PFMA is available for inspection at the registered office of 
the economic entity.

8. INtANgIBle ASSetS

2015 2014 restated*

cost

Accumulated  
amortisation 

and 
accumulated 
impairement

carrying 
value cost

Accumulated  
amortisation 

and 
accumulated 
impairement

carrying 
value

r r r r r r

group

Computer software, other 4,027,075 (2,094,701) 1,932,374 3,971,976 (1,696,440) 2,275,536

wrc

Computer software, other 4,027,075 (2,094,701) 1,932,374 3,971,976 (1,696,440) 2,275,536

reconciliation of intangible assets – group – 2015

opening balance Additions Amortisation total

r r r r

Computer software, other 2,275,536 55,099 (398,262) 1,932,374

reconciliation of intangible assets – group – 2014

opening balance Additions transfers Amortisation total

r r r r r

Computer software, other 2,573,522 87,522 8,683 (394,191) 2,275,536
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reconciliation of intangible assets – wrc – 2015

opening balance Additions Amortisation total

r r r r

Computer software, other 2,275,536 55,099 (398,262) 1,932,374

reconciliation of intangible assets – wrc – 2014

opening balance Additions transfers Amortisation total

r r r r r

Computer software, other 2,573,522 87,522 8,683 (394,191) 2,275,536

pledged as security

None of the intangible assets are pledged as security.

9. INveStMeNtS IN coNtrolleD eNtItIeS

Name of company

carrying
amount 2015

carrying
amount 2014

r r

An ordinary share in Erf 706 Rietfontein (Pty) Ltd (100% holding) 755,939 755,939

The carrying amounts of the controlled entity are shown net of impairment losses.

The WRC holds 100% of the ordinary shares in Erf 706 Rietfontein (Pty) Ltd, a property company. Erf 706 
Rietfontein (Pty) Ltd owns one property which is mainly occupied by the WRC and disclosed in note 7.

controlled entities pledged as security

The investment is not pledged as security.
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10. other fINANcIAl ASSetS

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Designated at fair value

Old Mutual: Wealth life wrapped investment 2,902,660 2,844,662 2,902,660 2,844,662

Momentum: Flexible investment option 9,838,412 8,740,727 9,838,412 8,740,727

12,741,072 11,585,389 12,741,072 11,585,389

Non-current assets

Designated at fair value 12,741,072 11,585,389 12,741,072 11,585,389

financial assets at fair value

The economic entity has not reclassified any financial assets from cost or amortised cost to fair value, or from 
fair value to cost or amortised cost during the current or prior year.

These assets are earmarked to fund any outstanding liability in regards to the Employee benefit obligation 
(refer to note 14).

fair value hierarchy of financial assets at fair value

For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the:

•	 Level 1 represents those assets which are measured using unadjusted quoted prices in active markets for 
identical assets.

•	 Level 2 applies inputs other than quoted prices that are observable for the assets either directly (i.e. as 
prices) or indirectly (i.e. derived from prices).

•	 Level 3 applies inputs which are not based on observable market data.significance of the inputs used to 
make the measurements. The fair value hierarchy have the following levels:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

level 2

Other Financial Assets 12,741,072 11,585,389 12,741,072 11,585,389

There were no significant transfers into or out of level 1, 2 or 3 for the years presented.
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11. fINANce leASe oBlIgAtIoN

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Minimum lease 
payments due

– within one year 173,865 483,365 173,865 483,365

– in second to fifth year inclusive 132,282 306,148 132,282 306,148

306,147 789,513 306,147 789,513

less: future finance charges (37,261) (102,295) (37,261) (102,295)

present value of minimum lease payments 268,886 687,218 268,886 687,218

present value of minimum lease 
payments due

– within one year 147,755 418,332 147,755 418,332

– in second to fifth year inclusive 121,131 268,886 121,131 268,886

268,886 687,218 268,886 687,218

Non-current liabilities 121,131 268,886 121,131 268,886

Current liabilities 147,755 418,332 147,755 418,332

268,886 687,218 268,886 687,218

It is the economic entity’s policy to lease certain equipment under finance leases.

The average lease term was 3 years and the average effective borrowing rate was 13% (2014: 13%).

Interest rates are fixed at the contract date. All leases have fixed repayments and no arrangements have been 
entered into for contingent rent.

Defaults and breaches 

The entity did not default on any interest or capital portions on any of the finance leases. None of the finance 
leases were re-negotiated during the year under review.
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12. pAyABleS

group wrc
2015 2014 

restated*
2015 2014

restated*
r r r r

payables from non-exchange transactions

Income received in advance 99,985,498 90,223,281 99,985,498 90,223,281

payables from exchange transactions

Trade payables 34,896,949 20,699,954 35,112,187 20,598,746

Accurals 658,752 296,197 658,752 296,197

Deposits received 18,042 31,877 – –

135,559,242 111,251,310 135,756,438 111,118,223

All the payables as reflected above represent payables from exchange transactions, except for income re-
ceived in advance which represents payables from non-exchange transactions.

The entity did not default on interest or capital on any trade and other payables. None of the items attached to 
the trade and other payables were re-negotiated during the period under review.

The maximum exposure to credit risk at the reporting date is the fair value of the payables above.  The fair value 
of the payables approximates the carrying amount of the balances due to their short-term maturity.

13. AccruAlS – leAve AND BoNuS

reconciliation of accruals: leave and bonus – group – 2015

opening balance Additions utilised payments remeasurement total

r r r r r r

Accruals for leave 3,371,244 555,249 (103,906) (709,050) 313,217 3,426,754

Accruals for bonuses 228,831 657,600 (664,544) – – 221,887

3,600,075 1,212,849 (768,450) (709,050) 313,217 3,648,641

reconciliation of accruals: leave and bonus – group – 2014

opening balance Additions utilised payments remeasurement total

r r r r r r

Accruals for leave 3,322,706 557,343 (97,714) (701,480) 290,389 3,371,244

Accruals for bonuses 225,481 619,423 (616,073) – – 228,831

3,548,187 1,176,766 (713,787) (701,480) 290,389 3,600,075
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reconciliation of accruals: leave and bonus – wrc – 2015

opening balance Additions utilised payments remeasurement total

r r r r r r

Accruals for leave 3,371,244 555,249 (103,906) (709,050) 313,217 3,426,754

Accruals for bonuses 228,831 657,600 (664,544) – – 221,887

3,600,075 1,212,849 (768,450) (709,050) 313,217 3,648,641

reconciliation of accruals: leave and bonus – wrc – 2014

opening balance Additions utilised payments remeasurement total

r r r r r r

Accruals for leave 3,322,706 557,343 (97,714) (701,480) 290,389 3,371,244

Accruals for bonuses 225,481 619,423 (616,073) – – 228,831

3,548,187 1,176,766 (713,787) (701,480) 290,389 3,600,075

Accruals are made for possible leave that will be taken or paid out in cash. This is based on the number of 
days accumulated at the reporting date.

Accruals are made for the payment of service bonuses which are paid to employees on their respective 
birthdays.

There are uncertainties regarding the amount and timing of the cash outflows relating to the accrual for 
leave. Leave days may be accumulated and thus there are uncertainty about the amount of leave days 
that will be taken in the next 12 months and also what the cost of the leave days taken will amount to due 
to possible increases in salaries in the next 12 months. Accumulated leave days may be paid out in cash 
in terms of the policy of the WRC. There is, however, uncertainty regarding how many employees would 
request a leave pay-out (due to possible resignations or due to accumulated leave reaching the upper 
limit before capitalisation is required). The cost of pay-out will further be affected by possible increases in 
salaries in the next 12 months.

There are no uncertainties regarding the timing of the cash outflows relating to the accrual for bonuses due to 
the fact that the WRC pays employees a service bonus in the month of their respective birthdays as stipulated 
in the policy. There are uncertainties regarding the amount of the cash outflows due to possible increases in 
salaries in the next 12 months.

There is no expected reimbursement in respect of these provisions for leave and bonus.
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14. eMployee BeNefIt oBlIgAtIoNS

Medical aid scheme

Defined benefit plan

The WRC has made provision for a medical aid scheme covering retired members and active employees before  
1 April 2008. These funds are actuarially valued at intervals of not more than three years using the projected unit credit 
method. The Scheme was last actuarially valued at 31 March 2015. At that time the reporting actuary certified that the 
vested liability for continuation members will fluctuate depending on mortality rates of current continuation members 
and the rate of new retirements over the next few years. The active member liability will be affected by whether the 
actual withdrawals match those expected and the rate of medical aid inflation. In arriving at his conclusion, the actuary 
took into account certain assumptions at reporting date (expressed as weighted averages). 

The WRC carries the legal and related financial obligation to subsidise (100% subsidy level) the medical aid 
benefit of certain of its current and its pensioned employees in retirement. As such, the WRC’s post retire-
ment medical aid obligation represents a long dated, uncapped and unfunded liability which, if not pro-actively 
managed by the WRC represents a significant systematic employee benefit and financial risk to the institution. 
It is on this basis, and in terms of prudent practice, that the management of the WRC initiated a formal 
strategy in 2008 to manage the long dated, uncapped and unfunded costs and risks associated with its post 
retirement medical aid liability as follows:

•	 The WRC closed the subsidy/benefit to new recruits to the WRC as of 1 of April 2008.
•	 The WRC employed the professional services of an independent consultant and actuary to value the quantum 

of the liability fund (i.e. risk ring fencing) and/or buy out (i.e. liability capping) the disclosed liability in order 
to manage the WRC’s exposure to the associated costs and risks.In the 2010/2011 financial year, the WRC 
offered voluntary buy-outs to all in-service members. Members that did not accept the buy out offer and the 
pensioners already receiving the benefit have had the liability ring fenced and outsourced by means of an 
insurance cover administered by Momentum Group Limited.

The amounts recognised in the statement of financial position are as follows:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

carrying value

Present value of the defined benefit obligation – 
partially funded

(29,466,200) (27,503,639) (29,466,200) (27,503,639)

Present value of the defined benefit
obligation - unfunded

(4,502,615) (4,008,106) (4,502,615) (4,008,106)

Fair value of plan assets 29,466,200 27,503,639 29,466,200 27,503,639

(4,502,615) (4,008,106) (4,502,615) (4,008,106)

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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Movement for the year – medical aid fund

Opening balance 4,008,106 4,803,740 4,008,106 4,803,740

Net expense recognised in the statement of 
financial performance

494,509 (795,634) 494,509 (795,634)

4,502,615 4,008,106 4,502,615 4,008,106

Net expense recognised in the statement of financial performance – medical aid fund

Current service cost 238,310 255,725 238,310 255,725

Interest cost 261,159 267,935 261,159 267,935

Actuarial (gains) losses (4,960) (1,319,294) (4,960) (1,319,294)

494,509 (795,634) 494,509 (795,634)

reconciliation of the obligation

Opening balance 31,511,745 33,198,862 31,511,745 33,198,862

Current service cost 238,310 255,725 238,310 255,725

Interest cost 2,641,201 2,228,287 2,641,201 2,228,287

Contributions (2,022,300) (1,876,872) (2,022,300) (1,876,872)

Actuarial gains 1,599,859 (2,294,257) 1,599,859 (2,294,257)

33,968,815 31,511,745 33,968,815 31,511,745

reconciliation of the plan assets

Opening balance 27,503,639 28,395,121 27,503,639 28,395,121

Expected return 2,380,042 1,960,352 2,380,042 1,960,352

Actuarial gains (losses) 1,604,819 (974,962) 1,604,819 (974,962)

Contributions (2,022,300) (1,876,872) (2,022,300) (1,876,872)

29,466,200 27,503,639 29,466,200 27,503,639
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Key assumptions used

Assumptions used on last evaluation on 31 March 2015:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Average retirement age 65 65 65 65

Early retirement age – 55 – 55

Discount rates used 7.86% 8.65% 7.86% 8.65%

Medical aid/ healthcare cost inflation rates 7.05% 7.54% 7.05% 7.54%

Net effective discount rate 0.75% 1.03% 0.75% 1.03%

Percentage married on retirement –% 90.00% –% 90.00%

Expected rate of return on plan assets 7.86% 7.86% 7.86% 7.86%

Proportion married at retirement 90.00% 90.00% 90.00% 90.00%

Continuation of membership at retirement 100.00% 100.00% 100.00% 100.00%

The expected rate of return on assets is based on the discount rate. 

The next contribution rate increase is assumed to occur at 1 January 2016. The WRC expects to contribute 
R 2,215,068 to its defined benefit plans in the following financial year.

Sensitivity analysis on accrued liability 

The assumptions made in the liability calculations are best estimates of future levels of the various factors. 
These factors in reality may turn out to be different than the assumed values.

In order to illustrate the sensitivity of the results to the changes in these assumptions, the liability figure has 
been recalculated to show the effect of:

•	 A 1% increase and decrease in the assumed rate of health care cost inflation;
•	 A 1% increase and decrease in the discount rate;
•	 A one-year age reduction in the assumed rates of post-retirement mortality;
•	 A one-year decrease in the assumed average retirement age; and
•	 A 10% decrease in the assumed proportion of in-service members that continue to receive the subsidy 

after retirement

This sensitivity analysis is the same for the economic entity and the WRC.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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Assumption change In-Service contribution total change

% r r r %

Central assumptions 4,221,000 29,748,000 33,969,000 –%

Healthcare inflation 1% 4,800,000 32,768,000 37,568,000 11.00%

Healthcare inflation (1%) 3,728,000 27,144,000 30,872,000 (9.00%)

Discount rate 1% 3,726,000 27,120,000 30,847,000 (9.00%)

Discount rate (1%) 4,813,000 32,852,000 37,665,000 11.00%

Post retirement mortality (1 year) 4,388,000 30,993,000 35,381,000 4.00%

Average retirement age (1 year) 4,655,000 29,748,000 34,403,000 1.00%

Continuation of membership at retirement (10%) 3,806,000 29,748,000 33,554,000 (1.00%)

The following table shows the sensitivity of the interest cost and current service cost:

Assumption change In-Service contribution total change

% r r r %

Central assumptions 238,310 2,641,201 2,879,511 –%

Healthcare inflation 1% 272,715 2,933,923 3,206,638 11.00%

Healthcare inflation (1%) 209,095 2,389,385 2,598,480 (10.00%)

Discount rate 1% 211,050 2,664,278 2,875,328 –%

Discount rate (1%) 270,805 2,600,738 2,871,543 –%

Post retirement mortality (1 year) 247,472 2,751,395 2,998,867 4.00%

Average retirement age (1 year) 261,888 2,679,428 2,941,316 2.00%

The analysis above shows that past service liability is most sensitive to a change in the gap between medical 
inflation and interest rates. The liability is also sensitive to a change in mortality rates, which is most significant 
at post-retirement age. 

The analysis above shows that the sensitivity of the interest cost to a change in the medical inflation rate is 
similar to the sensitivity of the past service liability, although service cost is more sensitive.

other assumtions

The discount rate was derived by using a weighted average of the yields of three components of the liability.  
Each component’s fixed-interest and index-linked yield was taken from the JSE (Best Decency) Zero Coupon 
bond yield curve at that component’s liability-weighted average duration, using an iterative process.
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The components of the discount rate and average term of the liabilities for the group and the WRC are as follows:

liability-weighted yields
liability 

average term
fixed-interest 

yield
Index-linked 

yied

In-service members retirement liability 11.21 8.09% 1.73%

Death-in-service liability 1.63 6.57% 1.49%

Continuation member’s liability 7.77 7.83% 1.73%

7.86% 1.71%

Amounts for the current and previous four years for the economic entity and the WRC are as follows:

2015
r

2014
r)

2013
r

2012
r

2011
r

Defined benefit obligation (33,968,815) (31,511,745) (33,198,862) (34,879,398) (34,126,201)

Plan assets 29,466,200 27,503,639 28,395,122 31,318,222 30,171,553

Surplus (deficit) 494,509 (795,634) 3,037,565 (556,472) 3,198,983

15. INveStMeNt reveNue
group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Dividend revenue

Listed financial assets 55,123 40,151 55,123 40,151

Interest revenue

Listed financial assets 42,456 33,280 42,456 33,280

Loans to wholly controlled entity – – 3,383,953 3,041,714

Bank 6,872,855 2,600,197 6,869,130 2,599,982

Interest charged on trade and other receivables – 4,573 – –

Interest received - other – 1,614 – –

6,915,311 2,639,664 10,295,539 5,674,976

6,970,434 2,679,815 10,350,662 5,715,127
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16. reveNue
group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Leverage income 50,868,013 27,963,068 50,868,013 27,963,068

Water research levies 198,719,161 169,580,137 198,719,161 169,580,137

Other income 1,267,747 558,271 1,267,747 558,271

Rental received 64,835 278,705 – –

Municipal expenses recovered 57,698 65,066 – –

Sundry income 10,180 12,822 – –

250,987,634 198,458,069 250,854,921 198,101,476

revenue classification

All the revenue as reflected above represent revenue from exchange transactions, except for water research 
levies and leverage income, which represent revenue from non-exchange transactions.

Investment revenue was disclosed seperately in note 15.

17. fINANce coStS
group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Finance leases 66,869 143,728 66,869 143,728

Employee benefit obligations 261,159 267,935 261,159 267,935

328,028 411,663 328,028 411,663
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18. geNerAl expeNSeS

group wrc

Notes
2015 2014 

restated*
2015 2014

restated*

r r r r

Auditors remuneration 23 2,003,087 1,923,057 2,003,087 1,923,057

Bank charges 89,978 75,498 86,182 70,495

Consumables 5,498 17,934 5,498 17,934 

Entertainment 290,963 317,712 290,963 317,712

Insurance 52,966 128,963 21,317 84,324

Community development and training 117,776 37,497 117,776 37,497

IT expenses 1,276,004 990,566 1,276,004 990,566

Motor vehicle expenses 16,097 12,341 16,097 12,341

Postage and courier 120,526 117,471 120,526 117,471

Printing and stationery 7,371,991 4,803,446 7,371,991 4,803,446

Promotions 585,377 400,285 585,377 400,285

Security (Guarding of municipal property) 31,475 369,708 – –

Staff welfare 29,416 18,688 29,416 18,688

Subscriptions and membership fees 611,152 433,575 611,152 433,575

Telephone and fax 598,976 546,868 598,976 546,868

Training 314,227 205,134 314,227 205,134

Travel –  local 3,531,899 3,059,287 3,531,899 3,059,287

Travel – overseas 1,088,405 1,117,743 1,088,405 1,117,743

Electricity 1,002,666 837,383 268,572 302,714

Discretionary fund 5,296 14,012 5,296 14,012

Patent registrations 327,978 502,032 327,978 502,032

Recruitment costs 213,620 61,080 213,620 61,080

Leadership 323,244 338,834 323,244 338,834

Professional fees 1,714,905 1,115,353 1,714,905 1,115,353

21,723,522 17,444,467 20,922,508 16,490,448
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19. operAtINg SurpluS (DefIcIt)

Operating surplus (deficit) for the year is stated after accounting for the following:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

operAtINg leASe chArgeS

premises

Contractual amounts 72,995 254,731 2,074,208 2,074,237

equipment

Contractual amounts 57,763 292,337 57,763 292,337

130,758 547,068 2,131,971 2,366,574

Loss on sale/write-off of property, plant and equipment (107,979) (140,796) (107,979) (140,796)

Amortisation on intangible assets 398,261 394,221 398,261 394,221

Depreciation on property, plant and equipment 870,846 1,142,751 372,893 644,798

Employee costs 44,783,452 38,281,886 44,783,452 38,281,886

20. gAINS/(loSSeS) oN foreIgN exchANge

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Realised foreign exchange gains/(losses) 2,244 (69,266) 2,244 (69,266) 

Unrealised foreign exchange gains/(losses) (10,492) 11,060 (10,492) 11,060

(8,248) (58,206) (8,248) (58,206)

The realised and unrealised foreign exchange gains/losses for the comparative period was classified separately 
as expenses and revenue respectively. In the current financial year it is classified together and the comparative 
period have been adjusted accordingly.
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21. fAIr vAlue ADjuStMeNtS

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Other financial assets 1,170,795 2,449,018 1,170,795 2,449,018

22. tAxAtIoN

No provision has been made for taxation as the WRC is exempted from income tax in terms of Section 10(1)
(cA)(i) of the Income Tax Act. Refer to note 11: Deferred tax for the disclosures regarding Deferred Tax.

23. AuDItorS’ reMuNerAtIoN

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Fees 2,003,087 1,923,057 2,003,087 1,923,057

104   Water Research Commission and Subsidiary Financial Statements



WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes

24. cASh geNerAteD froM operAtIoNS

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Surplus (deficit) 20,990,891 (1,128,800) 23,675,849 1,297,520

Adjustments for: 

Depreciation and amortisation 1,269,107 1,536,972 771,154 1,039,019

Gain on sale of assets and liabilities 107,979 140,796 107,979 140,796 

Loss on foreign exchange 8,247 58,206 8,247 58,206

Fair value adjustments (1,170,795) (2,449,018) (1,170,795) (2,449,018)

Finance costs – Finance leases 66,869 143,728 66,869 143,728

Debt impairment (434,022) 446,506 (433,929) 409,788

Movements in operating lease assets and accruals (32,283) 25,412 (207,175) (93,082)

Movements in retirement benefit assets and liabilities 494,509 (795,635) 494,509 (795,635)

Movements in provisions 48,566 51,889 48,566 51,888

Reclassification of fixed assets – 13,562 –  13,562

Reclassification of intangible assets – (8,683) – (8,683)

Other non-cash items – 6,152 – 6,152

Other non cash movement in financial assets 15,111 32,606 15,111 32,606

Unrealised foreign exchange profit/loss (10,491) – (10,491) –

Interest on loan – – (3,383,953) (3,041,715)

changes in working capital: 

Receivables (13,442,061) 6,540,762 (14,106,450) 6,238,460

Payables 24,307,932 56,136,995 24,638,215 56,575,053

VAT (31,529) (45,545) – –

32,188,030 60,705,905 30,513,706 59,618,645
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25. coMMItMeNtS

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

commitments 

General 3,538,843 – 3,538,843 –

commitments  

Research projects 321,437,549 245,870,330 321,437,549 245,870,330 

total commitments 

General commitments 3,538,843 – 3,538,843 –

Research projects commitments 321,437,549 245,870,330 321,437,549 245,870,330

324,976,392 245,870,330 324,976,392 245,870,330

At year-end, research project commitments comprise of projects approved by the executive management and 
include those for which contracts have been signed at year-end and those that, at year-end, are in the process 
of being signed by all contracting parties.

As at 31 March 2015, commitments relating to projects with signed contracts amount to R205,493,553 and 
projects for which contracts are in the process of signing amount to R115,943,996. The 2013/2014 comparative 
amounts are not available due to system restrictions.

operating leases - as lessee (expense)

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Minimum lease payments due 

Within one year – – – 2,281,412

Operating lease payments represent rentals payable by the WRC for its office properties. No contingent rent 
is payable. WRC entered into a 5 year agreement with Erf 706 (Pty) Ltd for provision of office space. The 
contract ends on the 31 March 2015 and escalates by 5% per annum from one year after the date of inception. 
(Refer to the note for events after the reporting date.)
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26. coNtINgeNcIeS

No contingencies existed at year-end of which management were aware.

27. relAteD pArtIeS

relationships

controlling entity: Erf 706 Rietfontein (Pty) Ltd Refer to note 9

related party balances
2015 2014

restated*

r r

loan accounts – owing (to) by related parties 
Erf 706 Rietfontein (Pty) Ltd 24,543,181 22,179,229

Amounts included in trade receivable (trade payable) regarding related parties 
Erf 706 Rietfontein (Pty) Ltd – Payable (235,385) (51,901)

Erf 706 Rietfontein (Pty) Ltd – Receivable 1,717,919 1,064,491

related party transaction
2015 2014

restated*

r r

Interest paid to (received from) related parties 
Erf 706 Rietfontein (Pty) Ltd (3,383,953) (3,041,714)

rent paid to (received from) related parties 
Erf 706 Rietfontein (Pty) Ltd 2,281,383 2,172,745

Municipal expenses paid to (received from) related parties 

Erf 706 Rietfontein (Pty) Ltd 187,579 302,714

Compensation to directors and other key management, refer to note 28.

Department of water and Sanitation

The WRC derives its main source of income (Water research levy) from the Department of Water and 
Sanitation in terms of the Water Research Act.

The WRC and Department of Water and Sanitation report to the Minister of Water and Sanitation as their 
Executive Authority.
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28.  eMoluMeNtS of executIve MANAgeMeNt AND 

BoArD of DIrectorS (NoN-executIve)

The emoluments is the same for the economic entity and the WRC.

total emoluments

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Fees for services as directors 286,731 489,160 286,731 489,160

Basic salary 10,947,011 10,046,946 10,947,011 10,046,946

Bonuses and performance payments 1,007,239 931,664 1,007,239 931,664

Travel allowance 313,002 310,004 313,002 310,004

12,553,983 11,777,774 12,553,983 11,777,774

executive

Basic salary

Bonuses and 
performance 

payments
travel 

allowance total

r r r r

2015

Mr DP Naidoo – CEO 1,934,571 174,296 – 2,108,867

Mr NB Patel – CFO 1,378,755 86,467 – 1,465,222

Dr G Backeberg 1,118,914 163,653 – 1,282,567

Mr JN Bhagwan 1,363,363 136,888 156,000 1,656,251

Ms E Karar 1,435,364 136,888 84,000 1,656,252

Ms R Lutchman 1,379,116 124,252 – 1,503,368

Dr I Jacobs 1,180,638 74,042 – 1,254,680

Dr MS Liphadzi 1,156,290 110,753 73,002 1,340,045

10,947,011 1,007,239 313,002 12,267,252
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Basic salary

Bonuses and 
performance 

payments
travel 

allowance total

r r r r

2014

Mr DP Naidoo (CEO) 1,786,150 198,646 – 1,984,796

Mr NB Patel (CFO) 1,256,006 143,111 20,000 1,419,117

Dr G Backeberg 1,058,987 72,459 – 1,131,446

Mr JN Bhagwan 1,235,574 156,012 156,000 1,547,586

Ms E Karar 1,307,574 100,293 84,000 1,491,867

Ms R Lutchman 1,263,935 141,611 – 1,405,546

Dr I Jacobs 1,078,176 – – 1,078,176

Dr MS Liphadzi 1,060,544 119,532 50,004 1,230,080

10,046,946 931,664  310,004 11,288,614

Non-executive

Members’ fees other fees total

r r r

2015

Ms BG Schreiner (Chairperson) 53,456 3,031 56,487

Prof TE Cloete 21,840 2,260 24,100

Mr G Mwiinga 28,080 1,082 29,162

Dr BCM Van Koppen 40,560 – 40,560

Mrs DN Ndaba (Vice chairperson) 71,760 15,152 86,912

Mr AN Mhlongo 40,560 8,950 49,510

256,256 30,475 286,731

2014

Ms BG Schreiner (Chairperson) 125,416 8,342 133,758

Prof SL Hendriks 43,680 1,541 45,221

Mr PR Mnisi 6,240 359 6,599

Mr G Mwiinga 51,480 5,069 56,549

Dr BCM Van Koppen 48,360 – 48,360

Mrs DN Ndaba (Vice chairperson) 92,040 19,802 111,842

Mr AN Mhlongo 70,200 16,631 86,831

437,416 51,744 489,160
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29. fINANcIAl INStruMeNtS DIScloSure

categories of financial instruments

Group – 2015

At fair value At amortised cost total

r r r

financial assets

Other financial assets 12,741,072 – 12,741,072

Receivables – 43,209,379 43,209,379

Cash and cash equivalents 173,944,203 – 173,944,203

186,685,275 43,209,379 229,894,654

financial liabilities

Payables – 135,559,241 135,559,241

Finance lease obligation – 268,886 268,886

Accruals – Leave and bonus – 3,648,641 3,648,641

139,476,768 139,476,768

Group – 2014

At fair value At amortised cost total

r r r

financial assets

Other financial assets 11,585,388 – 11,585,388

Receivables – 29,333,296 29,333,296

Cash and cash equivalents 144,869,157 – 144,869,157

156,454,545 29,333,296 185,787,841

financial liabilities

Payables – 115,251,310 115,251,310

Finance lease obligation – 687,218 687,218

Accruals – Leave and bonus – 3,600,075 3,600,075

119,538,603 119,538,603
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WRC– 2015

At fair value At amortised cost total

r r r

financial assets

Loans to controlled entities – 24,543,181 24,543,181

Other financial assets 12,741,072 – 12,741,072

Receivables – 44,919,995 44,919,995

Cash and cash equivalents 170,976,782 – 170,976,782

183,717,854 69,463,176 253,181,030

financial liabilities

Payables – 135,756,438 135,756,438

Finance lease obligation – 268,886 268,886

Accruals – Leave and bonus – 3,648,641 3,648,641

– 139,673,965 139,673,965

WRC – 2014

At fair value At amortised cost total

r r r

financial assets

Loans to controlled entities – 22,179,228 22,179,228

Other financial assets 11,585,388 – 11,585,388

Receivables from non-exchange transactions – 30,379,616 30,379,616

Cash and cash equivalents 142,556,060 – 142,556,060

154,141,448 52,558,844 206,700,292

financial liabilities

Payables – 111,118,223 111,118,223

Finance lease obligation – 687,218 687,218

Accruals – leave and bonus – 3,600,075 3,600,075

– 115,405,516 115,405,516
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30. rISK MANAgeMeNt

liquidity risk

The economic entity’s risk to liquidity is a result of the funds available to cover future commitments. The 
economic entity manages liquidity risk through an ongoing review of future commitments and credit facilities. 
The table below analyses the economic entity’s financial liabilities and net-settled derivative financial liabilities 
into relevant maturity groupings based on the remaining period at the statement of financial position to the 
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

Group
less than 

1 year
Between 1 

and  2 years
Between 2 
and 5 years over 5 years

r r r r

At 31 March 2015

Trade and other payables 135,559,241 – – –

Finance leases 173,865 132,282 – –

At 31 March 2014

Trade and other payables 111,251,310 – – –
Finance leases 483,365 306,148 – –

WRC
less than 

1 year
Between 1 

and  2 years
Between 2 
and 5 years over 5 years

r r r r

At 31 March 2015

Trade and other payables 135,756,438 – – –

Finance leases 173,865 132,282 – –

At 31 March 2014

Trade and other payables 111,118,223 – – –

Finance leases 483,365 306,148 – –

Interest rate risk

Due to the nature and extent of the economic entity’s investments, the economic entity is not unduly exposed  
to interest rate risks. Deposits attract interest at rates that vary with prime. The entity’s policy is to manage 
interest rate risk so that fluctuations in variable rates do not have a material impact on a surplus/(deficit).

At year-end, financial instruments exposed to interest rate risk were as follows: 

•	 Balances with banks and deposits with the Corporation for Public Deposits.
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credit risk

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade 
debtors. The entity only deposits cash with major banks with high quality credit standing and limits exposure 
to any one counter-party.

Financial assets exposed to credit risk at year end were as follows:

financial instrument

group –
 2015

group –
2014

controlling 
entity – 2015

controlling 
entity – 2014

r r r r

Deposits with banks 1,800 1,800 1,800 1,800

Corporation for Public Deposits 64,070,181 8,411,691 64,070,181 8,411,691

Bank balances 109,871,347 136,453,771 106,903,926 134,140,674

These balances represent the maximum exposure to credit risk.

The amount disclosed for the comparative period for the Corporation for Public Deposits erroneously included 
the deposit with the bank. The comparative amount has been restated to correct this.

foreign exchange risk

The economic entity does not hedge foreign accounts receivables, foreign accounts payables or derivative 
market instruments.

foreign currency exposure at statement of financial position date

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Non-current assets

Cash and cash equivalents,  
USD 1,119,558 (2014 : USD 1,153,099)

13,409,286 11,967,441 13,409,286 11,967,441

price risk

Due to the nature and extent of the economic entity’s investments, the economic entity is not unduly exposed 
to price risks as investments are held in trusts, cash and deposits.
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31. prIor perIoD errorS

receivables 

During the financial year ended 31 March 2014 the WRC received a qualification of audit opinion in respect 
of its accounts receivable balance in the annual financial statements (“AFS”). Reconciliations were per-
formed on the debtor accrual account as from 1 April 2010 to 31 March 2014 in order to identify and resolve 
any discrepancies identified between the general ledger account as per the AFS and the amounts expected 
to be accrued, namely for the last few months of the specific financial period.

A number of discrepancies between the accrual debtor balance as per the general ledger versus the expected 
accruals based on the WRC accrual methodology were identified. These include accruals being raised and not 
subsequently reversed when the actual invoicing occurs.  Adjustments were made to the prior reporting periods 
to ensure that the balance in the AFS is a true reflection of the financial position as at 31 March 2014.

payables 

Reconciliations were performed on the income received in advance account and it was detected that, due 
to management oversight, on the initial recognition an understatement of payables occured in the financial 
statements for the period ending 31 March 2014. A retrospective adjustment was made to correct the 
opening balance of the comparative year and to amend the respective disclosures for the comparative year.

cash and cash equivalents 

The bank balance denominated in USD dollars was understated in the comparative period due to the fact that 
it was never revalued at the exchange rate as at year-end. A retrospective adjustment was made in order to 
correct the bank balance.

property, plant and equipment 

Due to management oversight items of expense natue was initially classified as property,plant and equipment 
resulting in an overstatement of property, plant and equipment in the financial statements for the period ending 
31 March 2014.

revenue 

Leverage income was understated in the comparative period due to revenue not being recognised in respect 
of research expenditure incurred in the comparative period. The necessary adjustment was made in order to 
correct this. Water research levies were overstated in the comparative period. This was corrected as part of 
the reconciliation performed on receivables.

value added tax (vAt) 

During the financial year it was identified that the balance reflected in the financial statements as 
receivable/payable in regards to VAT is not an accurate reflection of the financial position and financial 
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transactions of the entity. The necessary adjustment was made retrospectively against retained earnings 
in order to rectify this due to the fact that it relates to circumstances in financial periods before the 
comparative period.

Suspense account 

Transactions were identified in the current financial period that was incorrectly accounted for against the 
suspense account in the financial periods before the comparative period. The necessary adjustment was 
made retrospectively against retained earnings in order to correct this misallocation.

general expenses

The recovery of water and electricity from WRC in the past was incorrect. The WRC leases a portion of the 
Marumati Building and therefore the water and electricity cost incurred on the Marumati Building should be 
apportioned based on the portion of building which is being utilised by the WRC. The necessary adjustment 
was made retrospectively in order to correct this.

The correction of the error(s) results in adjustments as follows:

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Statement of financial position

Receivables (16,327,889) (15,263,398)

Payables 782,256 732,611

Cash and cash equivalents 226,508 226,508

Property, plant and equipment (6,887,622) (187,914)

Opening Accumulated Surplus or Deficit 22,776,735 15,970,531

VAT 107,444 –

Statement of financial performance

Leverage income (8,700,619) (8,700,619) 

Water research levies 7,590,936 7,590,936

General expenses – (345,370)

Depreciation and amortisation 474,668 (23,285)

Other revenue (42,414) –
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32. coMpArAtIve fIgureS

Certain comparative figures have been reclassified.

Reclassifications were made between payables from non-exchange transactions to payables from exchange 
transactions. This was done in order to truly reflect the transactions the entity is involved in.

Reclassifications were made between receivables from non-exchange transactions to receivables from 
exchange transactions and to VAT receivable/payable which is part of receivables/payables from exchange 
tranactions. This was done in order to truly reflect the transactions the entity is involved in.  

The effects of the reclassification are as follows:

Statement of financial position
r

Payables from exchange transactions (31,877)  

Payables from non-exchange transactions 31,877

Receivables from exchange transactions 18,262

Receivables from non-exchange transactions (23,372)

Payables from exchange transactions: VAT 5,110

33. chANgeS IN AccouNtINg polIcy

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of the following new or revised standards.

•	 GRAP 104: Financial instruments
•	 GRAP 25: Employee benefits
•	 GRAP 20: Related parties
•	 GRAP 23: Revenue from non-exchange transactions

The change in accounting policies relates only to the formulation of the accounting policy which was still based 
on the International Financial Reporting Standards (IFRS). These policies have been amended to reflect the 
requirements of the Standards of Generally Recognised Accounting Practices (GRAP).  The adoption of this 
amendment did not have an impact on the financial statements.
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property, plant and equipment

The WRC has reassessed the useful lives of property, plant and equipment which resulted in certain asset’s 
remaining useful lives to change as follows: 

•	 Office Equipment from 5.5 to 13.5 years on average 
•	 Office Furniture from 40 years to 30 years on average
•	 Computer equipment remained the same on average

The effect of the change in accounting estimate is a decrease in depreciation amounting to R359 766 for the 
current and future periods.

This change in estimate is the same for the group as for the WRC.

class

previously 
assessed 
useful life

reassessed 
useful life

financial impact 
on current 
and future 

depreciation

years years r

IT equipment 3 – 7 years 3 – 7 years 284,849

Office equipment 3 – 35 years 3 – 14 years 70,389

Furniture and Fittings 10 – 40 years 3 – 30 years 4,528

359,766

35. DefINeD coNtrIButIoN plANS

group wrc

2015 2014 
restated*

2015 2014
restated*

Medical fund scheme r r r r

Employee contributions 581,926 558,597 581,926 558,597

Employer contributions 2,308,140 2,234,387 2,308,140 2,234,387

2,890,066 2,792,984 2,890,066 2,792,984

Defined contribution plan – Medical fund 
All eligible employees are members of the defined contribution scheme. The funds are governed by the 
Medical Schemes Act, 1998 (Act No 131 of 1998). No plan assets are held by the entity to fund this obligation. 
The above contributions have been included as part of the personnel cost expense.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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group wrc

2015 2014 
restated*

2015 2014
restated*

pension and provident fund scheme r r r r

Employee contributions 1,717,766 1,460,229 1,717,766 1,460,227

Employer contributions 2,835,482 2,478,923 2,835,482 2,478,923

4,553,248 3,939,152 4,553,248 2,792,984

Defined contribution plan – pension and providend fund 
The WRC has pension and provident fund schemes covering all employees. Until 31 March 2005 all eligible 
employees were members of the defined benefit funds administered by ABSA Consultants and Actuaries. As 
at 1 April 2005 both the pension fund and provident fund converted to a defined contribution fund for current 
employees. The effect of this is that the WRC has no liability other than the defined contributions payable to 
the fund on a monthly basis. No liability can arise due to any adverse market conditions. However all pen-
sioners remained entitled to their benefits in terms of the old dispensation. This aforementioned liability was 
outsourced to Old Mutual during the 2012/13 financial year. The above contributions have been included as 
part of the personnel cost expense.

36. IrregulAr expeNDIture

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Opening balance 4,789,759 7,083,828 4,789,759 7,083,828

Add: Irregular Expenditure – current year 3,192,678 753,293 3,192,678 753,293

Less: Amounts condoned – (3,047,362) – (3,047,362)

7,982,437 4,789,759 7,982,437 4,789,759

Analysis of expenditure awaiting condonation per age classification

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Current year 3,192,678 753,293 3,192,678 753,293

Prior years 4,789,759 4,036,466 4,789,759 4,036,466

7,982,437 4,789,759 7,982,437 4,789,759

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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Details of irregular expenditure for the year

group wrc

2015 2014 
restated*

2015 2014
restated*

Incident r r r r

Preference point system was not applied in all procurement of 
goods and services above R30,000 – 184,184 – 184,184

Procured goods and services based on invalid quote – 46,101 – 46,101

Goods/services were procured from suppliers who did not provide 
tax clearance certificates to confirm that their tax matters are in 
order

– 82,720 – 82,720

Competitive bidding not followed for procurement of service below 
R1,000,000 687,852 440,288 687,852 440,288

The procurement process was not completely followed, no 
functional evaluation conducted, the lowest scoring bidder was 
selected without justifiable reasons.

354,107 – 354,107 –

Bid awarded to bidder that did not score the highest points 1,915,619 – 1,915,619 –

Purchases of non-petty cash items in
contravention of Treasury Regulation 31.2.6 and
31.2.7

5,260 – 5,260 –

Deviation not documented/ approved by the
Accounting Authority or delegated official 229,840 – 229,840 –

3,192,678 753,293 3,192,678 753,293

The irregular expenditure disclosed above is not recoverable and the entity is awaiting condonement from 
the relevant authority. As of yet, no disciplinary steps have been taken and no criminal proceedings have 
commenced.

37. fruItleSS AND wASteful expeNDIture

group wrc

2015 2014 
restated*

2015 2014
restated*

r r r r

Interest on overdue payments 1,836 – 1,836 –

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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38. BuDget DIffereNceS

Material differences between budget and actual amounts

Interest and dividends received – investment 

Due to higher cash holdings than anticipated during the budget as well as placing the funds with the Reserve 
Bank, higher interest income was generated than anticipated as per the budget.

Water Research Levies and Roll/over of committed funds 

Higher revenue from levies due to higher actual water consumption than anticipated from the two Water Boards.

Leverage Income 

Lower leverage income than budgeted due to delays in project deliverables and associated expenditure that is 
recognised as leverage income.

Research Expenditure 

The difference between the budget and actual amounts for research expenditure during the year results from 
delays in project deliverables and associated expenditure.

There were no other material differences between the final budget and the actual amounts.

changes from the approved budget to the final budget

The changes between the approved and final budget are a consequence of reallocations within the approved 
budget parameters.

WATER RESEARCH COMMISSION (WRC) AND SUBSIDIARY 
Financial Statements for the year ended 31 March 2015

Other explanatory notes
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39.  recoNcIlIAtIoN BetweeN BuDget AND StAteMeNt of  
fINANcIAl perforMANce

Reconciliation of budget surplus/deficit with the surplus/deficit in the statement of financial performance:

r

Net surplus (deficit) per the statement of financial performance 23,675,849

Adjusted for:

Fair value adjustments (1,170,795)

Impairments recognised / reversed (433,929)

Loss on the sale of assets (138,760)

Foreign exchange profit/loss 8,247

Assets previously not on register recognised 108,247

Depreciation 771,154

Additions relating to property, plant and equipment (2,454,001)

Additions relating to intangible assets (55,099)

Finance cost- Employee benefit obligation (261,159)

20,571,805

The budget is approved on a cash basis by nature classification. The approved budget covers the fiscal period 
from 1 April 2014 to 31 March 2015. The budget detail included is only for the WRC and not for Erf 706 
Rietfontein (Pty) Ltd.

The financial statements differ from the budget, which is approved on the cash basis. The budget is prepared 
on the cash basis and the financial statements on an accrual basis. The amounts in the financial statements 
were restated from the accrual basis to the cash basis to be in line with the final approved budget.

A reconciliation between the actual amounts on a comparable basis as presented in the Statement of Budget and 
Actual Amounts and the actual amounts in the Statement of Financial Performance for the period ended 31 March 2015 
is presented above. The Financial Statements and budget documents are prepared for the same reporting period.

40. goINg coNcerN

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. 
This basis presumes that funds will be available 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.

41. eveNtS After the reportINg DAte

The WRC entered into a contract with Erf 706 Rietfontein (Pty) Ltd during the finalisation of the annual finan-
cial statements for the lease of the building for a term of five years commencing 1 April 2015.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON ERF 
SEWE-NUL-SES RIETFONTEIN (PROPRIETARY) LIMITED

Report on the financial statements

INtroDuctIoN

1.  I have audited the separate financial statements of the Erf Sewe-Nul-Ses Rietfontein (Proprietary) Limited 
set out on pages 129 and 160 which comprise the statement of financial position as at 31 March 2015, the 
statement of financial performance, statement of changes in net assets and statement of cash flows for the 
year then ended, as well as the notes, comprising a summary of significant accounting policies and other 
explanatory information.

AccouNtINg AuthorIty’S reSpoNSIBIlIty for the fINANcIAl StAteMeNtS

2.  The Board of Directors, which constitutes the accounting authority, is responsible for the preparation 
and fair presentation of these financial statements in accordance with General Recognised Accounting 
Practices (SA Standards of GRAP) and the requirements of the Public Finance Management Act of South 
Africa, 1999 (Act No. 1 of 1999) (PFMA) and the Companies Act of South Africa, 2008 (Act No. 71 of 
2008) and for such internal control as the accounting authority determines is necessary to enable the 
preparation of consolidated and separate financial statements that are free from material misstatement, 
whether due to fraud or error.

AuDItor-geNerAl’S reSpoNSIBIlIty

3.  My responsibility is to express an opinion on the financial statements based on my audit. I conducted my audit 
in accordance with International Standards on Auditing. Those standards require that I comply with ethical 
requirements, and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement.

4.  An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgement, including the assess-
ment of the risks of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and 
fair presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and the reason-
ableness of accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements.

5.  I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit 
opinion.

opINIoN

6.  In my opinion, the financial statements present fairly, in all material respects, the financial position of the Erf 
Sewe-Nul-Ses Rietfontein (Proprietary) Limited as at 31 March 2015 and its financial performance and cash 
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flows for the year then ended, in accordance with Generally Recognised Accounting Practices (SA Standards 
of GRAP) and the requirements of the Public Finance Management Act of South Africa, 1999 (Act No. 1 of 
1999) (PFMA) and the Companies Act of South Africa, 2008 (Act No. 71 of 2008).

Pretoria 
31 July 2015
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1. geNerAl revIew

   To review the business and operations of the company for the reporting period in general, the directors draw 
attention to the statements of financial position, financial performance, changes in net assets and cash flows 
attached, where the business of the company, the results and state of affairs are clearly reflected.

  The Companies Act, 71 of 2008 requires that the Director’s report report on any material facts or circumstanc-
es which occured between the reporting date and the date of their report. No such matters or circumstances 
occured for the period under review.

2. Specific matters

   The main aim of the company is that of owning immovable property known as Erf 706 Rietfontein, including all 
permanent improvements, and to use the property for the purpose of promoting the operations of the Water 
Research Commission.

  No shares were allotted or issued by the company during the period under review. The entity is wholly-owned 
by the Water Research Commission.

  No dividends were paid or declared during the period under review and we have no recommendation to make 
in respect of dividends.

3. DIrectorS

   Directors and certain members of staff of the Water Research Commission managed the business of the 
company. No third person was involved in managing the entity.

 The names of the directors are shown below:

•	 Mr DP Naidoo
•	  Ms B Schreiner

 No changes have taken place during the period under review.

4. coMpANy SecretAry

 The company’s secretary is Rene Vorster.

Mr Dp Naidoo             Ms B Schreiner 
WRC CEO              Chairperson

ERF SEWE NUL SES RIETFONTEIN (PROPRIETARY) LIMITED 
Financial Statements for the year ended 31 March 2015

Directors’ report



WRC Annual Report 2014 /15   129

Note(s)

2015 2014
restated*

r r

ASSetS 

current Assets 

Operating lease asset 3 8,441 183,333 

Receivables from exchange transactions 4 242,689 70,070

VAT receivable 5 144,083 112,554

Cash and cash equivalents 6 2,967,421 2,313,097

3,362,634 2,679,054

Non-current Assets 

Investment property 7 31,000,000 26,400,000

total Assets 34,362,634 29,079,054

lIABIlItIeS

current liabilities 

Other financial liabilities 8 1,020,000 1,020,000

Payables from exchange transactions 9 1,756,109 1,249,476

2,776,109 2,269,476

Non-current liabilities 

Other financial liabilities 8 23,523,181 21,159,228

Deferred tax 10 6,976,462 5,566,780

30,499,643 26,726,008

total liabilities 33,275,752 28,995,484

Net Assets 1,086,882 83,570

Share capital 11 1 1

Accumulated surplus/(deficit) 1,086,881 83,569

total Net Assets 1,086,882 83,570
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Note(s)

2015 2014
restated* 

r r 

reveNue

revenue from exchange transactions

Interest received 12 3,724 6,403

Other income 13 2,240,772 2,399,225

2,244,496 2,405,628

expenditure

Administration and management fees 16,800 1,600

Finance costs 14 3,383,953 3,041,714

Debt impairment (93) 36,719

Repairs and maintenance 122,982 76,817

General expenses 15 907,859 1,177,143

total expenditure 4,431,501 4,333,993

Fair value adjustments 16 4,600,000 (8,100,000)

Surplus (deficit) before taxation 2,412,995 (10,028,365)

Taxation 17 (1,409,681) 2,146,319 

Surplus (deficit) for the year 1,003,314 (7,882,046)
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Share 
capital

Accumulated 
surplus/deficit

total 
net assets

r r r 

Opening balance as previously reported 1 (9,525,317) (9,525,316)

Adjustments

Correction of errors – (604,446) (604,446)

Change in accounting policy – 18,095,379 18,095,379 

Balance at 1 April 2013 as restated* 1 7,965,616 7,965,617

changes in net liabilities

Deficit for the year – (7,882,047) (7,882,047)

Total changes – (7,882,047) (7,882,047)

Balance at 1 April 2014 1 83,568 83,569

changes in net liabilities

Surplus for the year – 1,003,313 1,003,313

Total changes – 1,003,313 1,003,313

Balance at 31 March 2015 1 1,086,881 1,086,882 

*  The opening balance of the accumulated surplus/(deficit) has been 
restated.

11
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Note(s)

2015 2014 restated* 

r r

cash flows from operating activities

receipts

Cash receipts from customers 2,246,862 2,460,214

Interest income – 216

2,246,862 2,460,430

payments

Cash paid to suppliers (572,538) (1,373,170)

Net cash flows from operating activities 18 1,674,324 1,087,260

cash flows from financing activities 

Repayments of other financial liabilities (1,020,000) (1,020,000)

Net cash flows from financing activities (1,020,000) (1,020,000) 

Net increase/(decrease) in cash and cash equivalents 654,324 67,260

Cash and cash equivalents at the beginning of the year 6 2,313,097 2,245,837

cash and cash equivalents at the end of the year 2,967,421 2,313,097
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1. preSeNtAtIoN of fINANcIAl StAteMeNtS

   The financial statements have been prepared in accordance with the Standards of Generally Recognised 
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 91(1) of 
the Public Finance Management Act (Act 1 of 1999) (PFMA).

  These financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in 
South African Rand.

  A summary of the significant accounting policies, which have been consistently applied in the preparation of 
these financial statements, are disclosed below.

  These accounting policies are consistent with the previous period, except for the changes set out in note 23 
Changes in accounting policy.

1.1 Significant judgements and sources of estimation uncertainty

  In preparing the financial statements, management is required to make estimates and assumptions that affect 
the amounts represented in the financial statements and related disclosures. Use of available information and 
the application of judgement is inherent in the formation of estimates. Actual results in the future could differ 
from these estimates which may be material to the financial statements. Significant judgements include:

 Receivables / Held to maturity investments and/or loans and receivables

   The entity assesses its trade receivables for impairment at the end of each reporting period. In determining 
whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements as to 
whether there is observable data indicating a measurable decrease in the estimated future cash flows from a 
financial asset.

  The impairment for trade receivables is calculated on a portfolio basis, based on historical loss ratios, adjusted 
for national and industry-specific economic conditions and other indicators present at the reporting date that 
correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio 
and scaled to the estimated loss emergence period.

 Fair value estimation

   The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) 
is based on quoted market prices at the end of the reporting period. 

 The carrying value less impairment provision of trade receivables and payables are assumed to approximate 
their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the 
future contractual cash flows at the current market interest rate that is available to the entity for similar financial 
instruments.
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 Impairment testing

  The entity assesses its receivables for impairment at the end of each reporting period. In determining whether 
an impairment loss should be recorded in surplus or deficit, the entity makes judgements as to whether there is 
observable data indicating a measurable decrease in estimated future cash flows from financial assets.

The recoverable amounts of individual assets have been determined based on the higher of value-in-use calcu-
lations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is 
reasonably possible that the assumptions may change which may then impact our estimations and may then 
require a material adjustment to the carrying value of tangible assets.

The entity 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 flows used to determine the value in use of goodwill and tangible assets are inherently uncertain and 
could materially change over time.

 Expected manner of realisation for deferred tax

   Deferred tax is provided for on the depreciation of investment properties based on the expected manner of 
recovery, i.e. sale or use. This manner of recovery affects the rate used to determine the deferred tax asset/ 
liability. Refer note 10 – Deferred tax.

1.2 Investment property

   Investment property is property (land or a building–or part of a building–or both) held to earn rentals or for 
capital appreciation or both, rather than for:

•	 use in the production or supply of goods or services or for
•	 administrative purposes, or
•	 sale in the ordinary course of operations.

  Owner-occupied property is property held for use in the production or supply of goods or services or for 
administrative purposes.

  Investment property is recognised as an asset when, it is probable that the future economic benefits or 
service potential that are associated with the investment property will flow to the entity, and the cost or fair 
value of the investment property can be measured reliably.

 Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.

  Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the 
date of acquisition.
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  Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or 
service a property. If a replacement part is recognised in the carrying amount of the investment property, the 
carrying amount of the replaced part is derecognised.

 Fair value

Subsequent to initial measurement investment property is measured at fair value.

The fair value of investment property reflects market conditions at the reporting date.

A gain or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises.

1.3 financial instruments

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

 A financial asset is:

•	 cash;
•	 a residual interest of another entity; or
•	 a contractual right to:

•	 receive cash or another financial asset from another entity; or
•	  exchange financial assets or financial liabilities with another entity under conditions 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.

 Classification

  The entity 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:

class category

Receivables from exchange transactions Financial asset measured at amortised cost

Cash and cash equivalents Financial asset measured at fair value
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The entity has the following types of financial liabilities (classes and category) as reflected on the face of the 

statement of financial position or in the notes thereto:

class category 

Payables from exchange transactions Financial liability measured at amortised cost

Other financial liabilities Financial liability measured at amortised cost

 Initial recognition

   The entity recognises a financial asset or a financial liability in its statement of financial position when the 

entity becomes a party to the contractual provisions of the instrument.

 The entity recognises financial assets using trade date accounting.

 Initial measurement of financial 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 financial liability.

 Subsequent measurement of financial assets and financial liabilities

  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 fair value

 Cash and cash equivalents

   Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid 

investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of 

changes in value. These are initially and subsequently recorded at fair value.

Financial instruments at amortised cost

 Receivables

  Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised 

cost using the effective interest rate method.
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 Payables

 Payables are initially measured at fair value, and are subsequently measured at amortised cost, using the 
 effective interest rate method.

 Fair value measurement considerations

   The fair values of quoted investments are based on current bid prices. If the market for a financial asset is 
not active (and for unlisted securities), the entity establishes fair value by using valuation techniques. These 
include the use of recent arm’s length transactions, reference to other instruments that are substantially the 
same, discounted cash flow analysis, and option pricing models making maximum use of market inputs and 
relying as little as possible on entity-specific inputs.

 Impairment and uncollectibility of financial assets

  The entity assess at the end of each reporting period whether there is any objective evidence that a financial 
asset or group of financial assets is impaired.

  All financial assets measured at amortised cost, or cost, are subject to an impairment review. Appropriate 
allowances for estimated irrecoverable amounts are recognised in surplus or deficit when there is objective 
evidence that the asset is impaired. Significant financial difficulties of the debtor, probability that the debtor 
will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days 
overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is measured 
as the difference between the asset’s carrying amount and the present value of estimated future cash flows 
discounted at the effective interest rate computed at initial recognition.

  The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the 
deficit is recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it 
is written off against the allowance account for trade receivables. Subsequent recoveries of amounts previous-
ly written off are credited against operating expenses in surplus or deficit.

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

 Derecognition

 Financial assets

 The entity derecognises financial assets using trade date accounting.

•	 The entity derecognises a financial asset only when:
•	 the contractual rights to the cash flows from the financial asset expire, are settled or waived;
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•	  the entity transfers to another party substantially all of the risks and rewards of ownership of the 
financial asset; or

•	  the entity, despite having retained some significant risks and rewards of ownership of the financial 
asset, has transferred control of the asset to another party and the other party has the practical ability to 
sell the asset in its entirety to an unrelated third party, and is able to exercise that ability unilaterally and 
without needing to impose additional restrictions on the transfer. In this case, the entity:
 · derecognise the asset; and
 ·  recognise separately any rights and obligations created or retained in the transfer.

  On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum 
of the consideration received is recognised in surplus or deficit.

 Financial liabilities

  The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it 
is extinguished – i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

  The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or 
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities 
assumed, is recognised in surplus or deficit. 

 Presentation

  Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit.

Offsetting of financial instruments

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 legally enforceable right to set off the recognised amounts 
and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

1.4 tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount 
already paid in respect of current and prior periods exceeds the amount due for those periods, the excess is 
recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid 
to (recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substan-
tively enacted by the end of the reporting period.
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Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the de-
ferred tax liability arises from the initial recognition of an asset or liability in a transaction which at the time of 
the transaction, affects neither accounting surplus nor taxable profit (tax loss). 

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that 
taxable surplus will be available against which the deductible temporary difference can be utilised. A deferred 
tax asset is not recognised when it arises from the initial recognition of an asset or liability in a transaction at 
the time of the transaction, affects neither accounting surplus nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the 
extent that it is probable that future taxable surplus will be available against which the unused tax losses and 
unused STC credits can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when 
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted by the end of the reporting period.

Tax expenses

Current tax and deferred taxes are charged or credited to net assets if the tax relates to items that are credited 
or charged, in the same or a different period, to net assets. 

1.5 leases

   A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to own-
ership. A lease is classified as an operating lease if it does not transfer substantially all the risks and rewards 
incidental to ownership.

 Operating leases – lessor

  Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

 Initial direct costs incurred in negotiating and 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 revenue. 
The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a 
straight-line basis.

 Income for leases is disclosed under revenue in statement of financial performance.

ERF SEWE NUL SES RIETFONTEIN (PROPRIETARY) LIMITED 
Financial Statements for the year ended 31 March 2015

Summary of significant accounting policies

138   Erf Sewe-Nul-Ses Rietfontein (Pty) Ltd Consolidated Financial Statements



140   Erf Sewe-Nul-Ses Rietfontein (Pty) Ltd Consolidated Financial Statements

1.6 Share capital

   An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting 
all of its liabilities.

1.7 contingencies

  Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 20.

1.8 revenue from exchange transactions

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

  Revenue from exchange transactions refers to revenue that accrued to the entity directly in return for ser-
vices rendered/ goods sold, the value of which approximates the considerations received or receivable. An 
exchange transaction is one in which the entity receives assets or services, or has liabilities extinguished, 
and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the 
other party in exchange.

 Measurement

  Revenue is measured at the fair value of the consideration received or receivable and represents the amounts 
receivable for goods and services provided in the normal course of business, net trade discounts and volume 
rebates, and value added tax.

  Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction.

 Sale of goods

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

•	  the entity has transferred to the purchaser the significant risks and rewards of ownership of the goods;
•	  the entity retains neither continuing managerial involvement to the degree usually associated with owner-

ship nor effective control over the goods sold;
•	  the amount of revenue can be measured reliably;
•	  it is probable that the economic benefits or service potential associated with the transaction will flow to the 

entity; and
•	 the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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 Rendering of services

   When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associ-
ated with the transaction is recognised by reference to the stage of completion of the transaction at the reporting 
date. The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

•	  the amount of revenue can be measured reliably;
•	  it is probable that the economic benefits or service potential associated with the transaction will flow to the entity;
•	  the stage of completion of the transaction at the reporting date can be measured reliably; and
•	  the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

  When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue 
is recognised only to the extent of the expenses recognised that are recoverable.

 Interest, rental income, royalties and dividends

  Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recognised 
when:

•	  It is probable that the economic benefits or service potential associated with the transaction will flow to the 
entity, and

•	  The amount of the revenue can be measured reliably.

  Interest is recognised, in surplus or deficit, using the effective interest rate method.

 Rental income is recognised on the accrual basis in accordance with the substance of the relevant agreements

1.9 Borrowing costs

  Borrowing costs are recognised as an expense in the period in which they are incurred.

1.10  comparative figures

  Where necessary, comparative figures have been reclassified to conform to changes in presentation in the 
current year.

1.11 related parties

  The entitiy follows the guidance of GRAP 20 to identify related party relationships, transactions and balances 
and the disclosures on those identified.
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1.12 events after reporting date

Events after 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 date (adjusting events after the report-
ing date); and

•	 those that are indicative of conditions that arose after the reporting date (non-adjusting events after the 
reporting date).

The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the 
reporting date once the event occurred.

The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such 
estimate cannot be made in respect of all material non-adjusting events, where non-disclosure could influence he 
economic decisions of users taken on the basis of the financial statements.
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2. New StANDArDS AND INterpretAtIoNS

2.1  Standards and interpretations effective and adopted in the current year

  In the current year, the entity has adopted the following standards and interpretations that are effective for the 
current financial year and that are relevant to its operations:

Standard/ Interpretation

effective date: 
years beginning 

on or after expected impact

•  GRAP 1 (as revised 2012): Presentation of Financial Statements 1 April 2013  The impact of the 
amendment is not material.

•  GRAP 3 (as revised 2012): Accounting Policies, Change in Accounting 
Estimates and Errors

1 April 2013  The impact of the 
amendment is not material.

•  GRAP 9 (as revised 2012): Revenue from Exchange Transactions 1 April 2013  The impact of the 
amendment is not material. 

•  GRAP 13 (as revised 2012): Leases 1 April 2013  The impact of the 
amendment is not material. 

• GRAP 16 (as revised 2012): Investment Property 1 April 2013  The impact of the 
amendment is not material. 

•  IGRAP1 (as revised 2012):Applying the probability test on initial recognition 
of revenue

1 April 2013  The impact of the 
amendment is not material.

2.2 Standards and Interpretations early adopted

  The entity has chosen to early adopt the following standards and interpretations:

Standard/ Interpretation

effective date: 
years beginning 

on or after expected impact

•  GRAP 20: Related parties 1 April 2016 The impact of the 
amendment is not material.

•  GRAP 6 (as revised 2010): Consolidated and Separate Financial Statements 1 April 2015 The impact of the 
amendment is not material.
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3. operAtINg leASe ASSet

2015 2014
restated*

r r

Balance at year end 

Operating lease asset 8,441 183,333 

Minimum lease receipts due

Within 12 months 207,691 2,033,541 

Between 12 – 60 months 41,434 – 

249,125 2,033,541

 The company enters into lease agreements between 2 and 5 years whereafter the option is available for the lessee 
to renew the contract. Rentals are payable per month and escalates by between 5% and 11%per annum.

 No contingent rent is receivable and there is no restrictions on the leases.

  The disclosure for the comparative period relating to minimum lease receipts due was amended to reflect the 
amounts receivable from an additional tenant that was erroneously not included in the future minimum lease 
rentals to be received as at 31 March 2014.

4.  receIvABleS froM exchANge trANSActIoNS

2015 2014
restated*

r r

Receivables 475,607 292,124

Deposits 7,305 18,262

Provision for impairment (240,223) (240,316) 

242,689 70,070

receivables pledged as security

  No receivables were pledged as security for any financial liability.

 credit quality of receivables

  Management considers that all the above financial assets are of good credit quality. The maximum exposure to 
credit risk at the reporting date is the fair value of each class of receivables mentioned above.
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The fair value of the receivables approximates the carrying amount of the balances due to their short-term maturity.

 None of the financial assets that are fully performing have been renegotiated in the last year.

 receivables past due but not impaired

  Receivables are all considered for impairment. At 31 March 2015, R NIL (2014: R NIL) were past due but not 
impaired.

 receivables impaired

  As of 31 March 2015, receivables of R(93) (2014: R36,719) were impaired and provided for.

 The amount of the provision was R(240,223) as of 31 March 2015 (2014: R(240,316)).

2015 2014
restated*

r r 

Current – Gross 235,385 51,901 

1 Month past due – Gross – –

2 Months past due – Gross – –

3 Months past due – Gross 247,528 258,485

482,913 310,386

Current impaired amount – (93) 

1 Month past due – Impaired amount – –  

2 Months past due – Impaired amount – –

3 Months past due – Impaired amount (240,223) (240,223) 

(240,223) (240,316)

 reconciliation of provision for impairment on receivables

2015 2014
restated*

r r 

Opening balance 240,316 203,597

Provision for impairment (93) 36,719

240,223 240,316
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5. vAt receIvABle

 
2015 2014

restated*

r r 

SARS: VAT 144,083 112,554

6. cASh AND cASh equIvAleNtS

 Cash and cash equivalents consist of:

2015 2014
restated*

r r 

Bank balances 2,967,421 2,313,097

fair value hierarchy of financial assets at fair value

  For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the 
significance of the inputs used to make the measurements.

 The fair value hierarchy have the following levels:

•	 Level 1 represents those assets which are measured using unadjusted quoted prices in active markets for 
identical assets.

•	 Level 2 applies inputs other than quoted prices that are observable for the assets either directly (i.e. as 
prices) or indirectly (i.e. derived from prices).

•	 Level 3 applies inputs which are not based on observable market data.

level 2

2015 2014
restated*

r r 

 Cash and cash equivalents 2,967,421 2,313,097
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 credit quality of cash at bank and short term deposits, excluding cash on hand

  Management considers that the above cash and cash equivalents category are of good credit quality. 
The maximum exposure to credit risk at the reporting date is the fair value of cash and cash equivalents 
mentioned above.

 The fair value of the cash and cash equivalents approximates the carrying amount of the balances.

 The entire cash and cash equivalents balance held by the entity is available for use.

  The entity has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value 
to cost or amortised cost during the current or prior year.

cash and cash equivalents pledged as collateral

  The cash and cash equivalents was not pledged as security for any financial liabilities.

7. INveStMeNt property

2015 2014

valuation

Accumulated 
depreciation 

and 
accumulated 
impairment

carrying 
value valuation

Accumulated 
depreciation 

and 
accumulated 
impairment

carrying 
value

r r r r r r

Investment property 31,000,000 – 31,000,000 26,400,000 – 26,400,000

 reconciliation of investment property – 2015

opening 
balance

fair value 
adjustments total

r r r

Investment property 26,400,000 4,600,000 31,000,000
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reconciliation of investment property – 2014

opening 
balance

fair value 
adjustments total

r r r

Investment property 34,500,000 (8,100,000) 26,400,000

2015 2014
restated*

r r 

Fair value of investment properties 31,000,000 26,400,000

Details of property

 ERF 706 RIETFONTEIN, PRETORIA

2015 2014
restated*

r r

Purchase price 615,855 615,855

Additions since purchase 8,075,667 8,075,667

Fair value adjustments 22,308,478 17,708,478

31,000,000 26,400,000

  A register containing the information required by the Public Finance Management Act is available for inspection 
at the registered office of the entity.

 Details of valuation

  The effective date of the revaluation was 15 May 2015. The revaluation were performed by an independent 
valuer, Brian Morgan, of C2C Property Valuations on 30 April 2015. Brian Morgan is a member of the South 
African Institute of Valuers and is registered as a Professional Valuer with the South African Council. C2C 
Property Valuations are not connected to the entity and have recent experience in location and category of the 
property concerned.
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  The property has been valued at R31,000,000 (2014: R26,400,000). The valuation was based on the open 
market value for existing use.

  The market value of the property was determined by using the income capitalisation method of valuation. This 
method discounts the expected net future income flow generated by the property.

 Amounts recognised in surplus and deficit for the year.

2015 2014
restated*

r r

Rental revenue from investment property 2,240,772 2,399,225

Direct operating expenses from rental generating property 840,939 755,021

8. other fINANcIAl lIABIlItIeS

 At amortised cost
2015 2014

restated*

r r

At amortised cost

loan Nr. 1–water research commission
The unsecured loan bears interest at 15% (2014 – 15%) and is repayable in equal monthly 
installments of not less than R60,000 a month over 15 years.

22,274,145 19,595,567

loan Nr. 2–water research commission
The unsecured loan bears interest at prime plus 2% with no fixed terms of repayment.

2,269,036 2,583,661

24,543,181 22,179,228

total other financial liabilities 24,543,181 22,179,228

Non-current liabilities

At amortised cost 23,523,181 21,159,228

current liabilities

At amortised cost 1,020,000 1,020,000

 The maximum exposure to credit risk at the reporting date is the fair value of the loan mentioned above. The 
fair value of the loan approximates the carrying amount. The fair value of the loan is determined by calculating 
the present value of future payments by using a discount rate of 15% and prime rate plus 2%.

 The entity did not default on interest or capital on loans during the year under review.

  The terms and conditions of the loans were not renegotiated during the period under review.
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9.  pAyABleS froM exchANge trANSActIoNS

2015 2014
restated*

r r

Trade and other payables 1,738,067 1,217,599

Deposits received 18,042 31,877

1,756,109 1,249,476

 The maximum exposure to credit risk at the reporting date is the fair value of the payables above. The fair 
value of the payables approximates the carrying amount of the balances due to their short-term maturity.

The entity did not default on interest or capital on any trade and other payables.

  None of the terms attached to the trade and other payables were renegotiated in the period under review.

10.  DeferreD tAx

 Deferred tax liability
2015 2014

restated*

r r

Investment Property (6,976,462) (5,566,780)

 reconciliation of deferred tax asset \ (liability)
2015 2014

restated*

r r

At beginning of year (5,566,780) (7,713,099)

Deferred tax on fair value adjustments on Investment Property (1,409,682) 2,146,319 

(6,976,462) (5,566,780)

 use and sales rate

   The deferred tax rate applied to the fair value adjustments of financial assets is determined by the expected 
manner of recovery. Where the expected recovery of the financial assets is through sale the capital gains 
tax rate of 18.67% (2014: 18.67%) is used. If the expected manner of recovery is through indefinite use the 
normal tax rate of 28% (2014: 28%) is applied. If the manner of recovery is partly through use and partly 
through sale, a combination of capital gains rate and normal tax rate is used.

ERF SEWE NUL SES RIETFONTEIN (PROPRIETARY) LIMITED 
Financial Statements for the year ended 31 March 2015

Other explanatory notes



WRC Annual Report 2014 /15   151

 The deferred tax on the fair value adjustments comprises of: R24,915,934 (2014: R19,881,358) at the normal tax rate.

11. ShAre cApItAl
2015 2014

restated*

r r

Authorised

4,000 Ordinary shares of R1 each 4,000 4,000

Issued

1 Ordinary share of R1 each 1 1

 100% of the shares are owned by the Water Research Commission.

12. reveNue

Interest revenue
2015 2014

restated*

r r

Bank 3,724 216

Interest charged on trade and other receivables – 4,573

Interest received relating to extended credit terms provided – 1,614

3,724 6,403

13. INveStMeNt reveNue
2015 2014

restated*

r r

Municipal expense recoveries 164,544 288,191

Rental received 2,066,048 2,098,212

Sundry income 10,180 12,822

2,240,772 2,399,225

Interest received relating to extended credit terms provided for the comparative period were disclosed sepa-

rately from the other revenue in the comparative period’s financial statements, but are now disclosed as part 

of rental received.
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14. fINANce coStS

2015 2014
restated*

r r

Non-current borrowings 3,383,953 3,041,714

15. geNerAl expeNSeS

2015
2014

restated*

r r

Bank charges 3,796 5,003

Insurance 31,649 44,639

Security 31,475 369,708

Utilities 840,939 757,793

907,859 1,177,143

16. fAIr vAlue ADjuStMeNtS

2015 2014
restated*

r r

Investment property(Fair value model) 4,600,000 (8,100,000)
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17. tAxAtIoN

 Major components of the tax expense (income)

2015
2014

restated*

r r

Deferred

Originating and reversing temporary differences 1,409,681 (2,146,319)

 No provision has been made for 2015 tax as the entity has no taxable income.

18. cASh geNerAteD froM operAtIoNS

2015 2014
restated*

r r

Surplus (deficit) 1,003,313 (7,882,047)

Adjustments for:

Fair value adjustments (4,600,000) 8,100,000

Debt impairment (93) 36,719

Movements in operating lease assets and accruals 174,892 118,494

Annual charge for deferred tax 1,409,681 (2,146,319)

Finance cost on other financial liabilities 3,383,953 3,041,714

changes in working capital:

Receivables from exchange transactions (172,526) (63,692)

Payables from exchange transactions 506,633 (72,064)

VAT (31,529) (45,545)

1,674,324 1,087,260
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19. relAteD pArtIeS

 relationships

 Holding company: Water Research Commission 

 related party balances

2015 2014
restated*

r r

loan accounts–owing(to) by related parties

Water Research Commission (24,543,181) (22,179,228)

Amounts included in trade receivable (trade payable) regarding related parties

Water Research Commission: Trade receivable 235,385 51,901

Water Research Commission: Trade payable (1,717,919) (1,064,491)

related party transactions

2015 2014
restated*

r r

Interest paid to (received from) related parties

Water Research Commission 3,383,953 3,041,714

Municipal expenses paid to (received from) related parties

Water Research Commission (187,579) (302,714)

rent paid to (received from) related parties

Water Research Commission (2,281,383) (2,172,745)
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20. coNtINgeNcIeS

 No contingencies existed at year end of which management were aware.

21. fINANcIAl INStruMeNtS DIScloSure

 categories of financial instruments

 2015

At fair value
At amortised 

cost total

financial assets

Receivables from exchange transactions – 242,689 242,689

Cash and cash equivalents 2,967,421 – 2,967,421

2,967,421 242,689 3,210,110

financial liabilities

Payables from exchange transactions 1,756,108 1,756,108

Other financial liabilities 24,543,181 24,543,181

26,299,289 26,299,289

 2014

At fair value
At amortised 

cost total

financial assets

Receivables from exchange transactions – 70,070 70,070

Cash and cash equivalents 2,313,097 – 2,313,097

2,313,097 70,070 2,383,167

financial liabilities

Payables from exchange transactions 1,249,476 1,249,476

Other financial liabilities 22,179,228 22,179,228

23,428,704 23,428,704

 The entity has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value 
to cost or amortised cost during the current or prior year.
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 Payables from exchange transactions above do not include VAT payable due to the fact that it is not a financial 
liability. 

 The disclosures for the comparative period have been amended accordingly to reflect the changes made for 
the reclassifcations and prior period errors.

22. rISK MANAgeMeNt

 liquidity risk

  Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability 
of funding through an adequate amount of committed credit facilities and the ability to close out market posi-
tions. Due to the dynamic nature of the underlying businesses, entity treasury maintains flexibility in funding 
by maintaining availability under committed credit lines.

  The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages 
liquidity risk through an ongoing review of future commitments and credit facilities.

  Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

  The table below analysis the entity’s financial liabilities and net-settled derivative financial liabilities into 
relevant maturity groupings based on the remaining period at the date of statement of financial position to the 
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows. 
Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

less than 1
Between 1 year 

and 2 years
Between 2 
and 5 years over 5 years

r r r r

At 31 March 2015

Trade and other payables 1,800,151 – – –

Loan no. 1 720,000 720,000 20,847,575 –

Loan no. 2 300,000 300,000 900,000 755,606

At 31 March 2014

Trade and other payables 1,267,649 – – –

Loan no. 1 720,000 720,000 18,155,567 –

Loan no. 2 300,000 300,000 900,000 1,083,661

 Interest rate risk

  As the entity has no significant interest-bearing assets, the entity’s income and operating cash flows are 
substantially independent of changes in market interest rates.
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At 31 March 2015, if interest rates on Rand-denominated borrowings had been 2% higher with all other 
variables held constant, post-tax surplus for the year would have been R54,291 lower and if the interest rate 
was 2% lower the post-tax surplus for the year would have been higher with R53,299, mainly as a result of 
higher/lower interest expense on floating rate borrowings (2014: R51,573). 

 credit risk

  Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade 
debtors. The entity only deposits cash with major banks with high quality credit standing and limits exposure 
to any one counter-party.

 Financial assets exposed to credit risk at year end were as follows:

financial instrument

2015 2014

r r

ABSA Bank 2,967,421 2,313,097

23. prIor perIoD errorS

  During the financial year it was identified that the balance reflected in the financial statements as receivable/
payable in regards to VAT is not an accurate reflection of the financial position and financial transactions of the 
entity. The necessary adjustment was made retrospectively against retained earnings in order to rectify this 
due to the fact that it relates to circumstances in financial periods before the comparative period.

  Transactions were identified in the current financial period that was incorrectly accounted for against the 
suspense account in the financial periods before the comparative period. The necessary adjustment was made 
retrospectively against retained earnings in order to correct this misallocation.

The recovery of water and electricity from WRC in the past was incorrect. The WRC leases a portion of the 
Marumati Building and therefore the water and electricity cost incurred on the Marumati Building should be 
apportioned based on the portion of building which is being utilized by the WRC. The necessary adjustment 
was made retrospectively in order to correct this.
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 The correction of the error(s) results in adjustments as follows:

 Statement of financial position

2015 2014
restated*

r r

VAT receivable/payable – 107,444

Payables – exchange transactions – (1,014,846)

Accumulated surplus/deficit – 604,446

2015 2014
restated*

r r

Statement of financial performance

Revenue – 302,248

General expenses – 708

24. chANgeS IN AccouNtINg polIcy

  The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of the following new or revised standards.

grAp 104: financial Instruments

  The change in accounting policy relates only to the formulation of the accounting policy which was still based 
on IAS 32, 39 and IFRS 7. This policy have been amended to reflect the requirements of GRAP 104. The 
adoption of this amendment has not had a material impact on the results of the company but has resulted in 
more disclosure than would have previously been provided in the financial statements.

 Investment property

  During the year, the entity changed its accounting policy with respect to the treatment of Investment Property. 
In line with the options available under GRAP 16: Investment Property, the board has decided to voluntarily 
change the accounting policy of Investment Property from the cost model to the fair value model. The ratio-
nale being that the fair value model would best reflect the financial position and economic reality of the entity 
and would thus provide more reliable and more relevant information to the users of the financial statements.
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 The change in accounting policy results in adjustments as follows:

 Statement of financial position

2015 2014
restated*

r r

Investment property

Previously stated 8,691,522 8,691,522

Adjustment 22,308,478 17,708,478

31,000,000 26,400,000

Accumulated surplus/deficit

Fair value adjustment (17,708,478) (25,808,478)

Deferred tax on fair value adjustment 5,566,780 7,713,099

(12,141,698) (18,095,379)

Deferred tax liability

Adjustment against accumulated surplus/deficit (5,566,780) (7,713,099)

Adjustment for the year (1,409,681) 2,146,319

(6,976,461) (5,566,780)

Statement of financial performance

2015 2014
restated*

r r

Deferred taxation

Adjustment 1,409,681 (2,146,319)

fair value adjustment

Adjustment 4,600,000 8,100,000

25. coMpArAtIve fIgureS

 Certain comparative figures have been reclassified.

  Reclassifications were made between payables from non-exchange transactions to payables from exchange 
transactions. This was done in order to truly reflect the transactions the entity is involved in.
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r

Net income per income statement 2,412,994

temporary differences

Fair value adjustment on Investment Property (4,600,000)

Section 13 quin allowance (434,576)

(5,034,576)

tax loss carried forward (2,621,582)

tax thereon @ 28%
–

Tax computation

  Reclassifications were made between receivables from non-exchange transactions to receivables from 
exchange transactions and to VAT receivable/payable which is part of receivables/payables from exchange 
tranactions. This was done in order to truly reflect the transactions the entity is involved in. The effects of the 
reclassification are as follows:

 
Statement of financial position

2015 2014
restated*

r r

Payables from exchange transactions – (31,877)

Payables from non-exchange transactions – 31,877

Receivables from exchange transactions – 18,262

Receivables from non-exchange transactions – (23,372)

Payables from exchange transactions: VAT – 5,110

26. eveNtS After the reportINg DAte

  Erf 706 Rietfontein (Pty) Ltd entered into a rental contract for five years effective 1 April 2015 with the WRC 
during the finalisation of the annual financial statements.

  No further events after the reporting date were identified that require adjustment or disclosure in the financial 
statements.
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