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Komati Basin Water Authority 
Annual Finan cial Statements for the year ended 31 March 2019 

Board's Responsibilities and Approval 

The Directors are required to maintain adequate acco unting records and are responsible for the content and integrit y of the 
annual financial statements and relat ed financial informati on included in thi s report It is their respo nsibility to ens ure that the 
annual financial statem ents fairly present the state of affai rs of the Au thority as at the end of the financ ial year and the resul ts 
of its operations and cash flows for the period then ended in conformity with the Standards of Genera lly Recognised 
Accounting Practice. The exte rnal auditors are eng aged to expre ss an indepe ndent opinion on the annual financial statements. 

The annu al financial statements have been prepared in accordan ce with Standards of Generally Recognised Accounting 
Practi ce (GRAP) including any interpretation s.. guide lines and directives issued by the Accounting Standa rds Board based 
upon appr opriate acco unting policies consistently applied and supported by reasonable and prud ent judg ements and 
estimates. 

The directors acknowledge that they are ultimately responsible for the system of Internal financi al control establ ished by the 
authority and place considerable importan ce on maintaining a strong control environment. To enabl e the directors to meet 
these responsibiliti es , the board sets standards for internal control aimed at reducing the risk of error or defi cit in a cost 
effective mann er . The standards include the proper delegation of responsibilities within a clearly defined framework, effe ctive 
accountin g procedures and adequate segregation of duties to ensure an acceptable level of risk . These controls are monit ored 
through out the authority and all employees are required to maintain the highest ethical standards in ensur ing that KOBWA's 
bus iness is conducted in a manner that in all reasonable circumstances is above reproach . The focus of risk mana geme nt in 
the authority is on identifying, assess ing, managing and monitoring all known forms of risk across KOBWA. Wh ile operating 
risk canno t be fully el iminated, KOBWA endeavo urs to minimise it by ensuring that app ropri ate infrastruc ture, controls. 
system s and ethical behaviour are applied and managed within predetermined procedures and constrain ts. 

The directors are of the opinion , based on the Informa tion and explanat ions given by managemen t, that the system of internal 
control provides reasonabl e assu rance that the financ ial record s may be relied on for the prepara tion of the annual financ ial 
stateme nts. However, any system of Intern al financial control can provide only reasonabl e, and not absolute, ass urance 
against material misstatement or deficit. 

The directors have reviewed the authorit y's cas h flow forecast for the year to 31 March 2020 and. in the light of this review and 
the current financial position , they are satisfied that the authority has or has access to adequate resources to continue in 
operational existence for the foreseeable future . 

The external auditors are responsible for indep end ently reviewing and reporting on the auth ority' s annual financial statements. 
The annu al financial statements have been examin ed by the auth ority 's external audit ors and their report IS presented on page 
5-10 . 

The annual financia l statements set out on page 13-5 1 which have bee n prepared on the going concern basis. were approved 
on 14 November 2019 and were signe d on its beh alf byby the boar 

3 



Komati Basin Water Authority 
An nual Financial Statements for the year ended 31 March 2019 

Audit Committee Report 

We are pleased to present our report for the financial year ended 31 March 2019 . 

Audit committee members and attendance 

The audit committee consists of the members listed hereunder and shou ld meet 4 times per ann um as per its approved terms 
of reference . During the current year 4 mee tings we re held. 
Name of member Designatio n 
Dr T Gyed u-Ababio Chairperson 
Ms E Magag ula Member 
Mr M Singwa ne Member 
Mr C Zwa ne Ex-Officio Member 

Aud it comm ittee responsibility 

The audit committee is satisfied that the members thereof have the required knowledge and experience as set out in the 
Treaty. The committee held 4 meetings in the financial year which members attended . 

The audit commi ttee also reports that it has adopted appropriate forma l terms of reference as its audit committee charter. has 
regu lated its affairs in comp liance with this charter and has discharged all its responsibi lities as con tained therein. 

The effect iveness of internal control 

The system of interna l controls applied by the entity over financial and risk management ISeffective. efficient and 
transparent. The board adopted the King IV Report on Corporate Gove rnance requirements, Internal Audit provides the 
audi t com mittee and management with assurance that the internal cont rols are appropriate and effective. 

The Board considered the aud it firm Pricewaterhousecoopers Inc (PWC ) and the audit partner (Schalk Barnard ) In terms of 
registration and compliance with the JSE regu lation as required in terms of the Hambros Bank Loan registered and trading 
on the JSE. The board was sati sfied with the submission that it met the requ irements of the JSE. 

Evaluation of annual financial statements 

The audit committee has reviewed the annual financia l statements and reco mme nded to the board for approva l. 

Internal audit 

The audi t com mittee is satisfied that the Internal audit function is opera ting effecti vely and that it has addressed the risks 
pertinent to the entity and its audits. 

External Auditor 

The audit committee has nominated Pricewaterhousecoopers Inc as the independent auditor and Scha lk Barnard as the 
designated partner, who is a registered independent audito r, for the 2019 audit. 

The committee satis fied itse lf th rough inquiry that the externa l auditors are independent as per the standards stipu lated by the 
auditing profession 

The audit committee in consultation with the executi ve management agreed to the terms of the engagement. The audit fee for 
the externa l aud it has been considered and approved taki ng into conside ration such factors as the timing of the audit. the 
extent of the .: required and scope ti II 0/ 

Date : ---l'--.l.-f--JH-+--~-~-L_-----

4 



pwc
 

I tulepcnden t auditor's report 
To the Parties of Kom ati Basin Wa ter Aut ho rity 

Report on the audit of the Financial Statements 

O UT' l l/, i ll iu ll 

In our opinion, th e fin an cial sta te me nts present fairl y, in all mat er ial resp ects , th e fina ncia l po sition of
 
Kom ati Basin Water Autho rity ("KOBWA", "the Auth ori ty") as a t 3 1 March 2 0 19 , an d its financi al
 
performance and cas h flows for the year th en ended in accordance with Gen erally Recognised
 
Account ing Practice.
 

What we have audited 

KOBWA's fin ancial stateme nts se t out on pages 13 to 51 comprise: 

• th e sta te me nt of finan cial position as at 3 1 March 2 C)l9 ; 

• th e stateme nt of financial perform an ce for the year then ended; 

• the statement of changes in net assets for the year th en ende d; 

• the cashflow sta te me nt for th e year th en ended; 

• account ing pol icies ; a nd 

• th e not es to the fina ncial sta te me nts . 

}-J Cl . '/. /1 1' (II iuiu I 

We conducted our audit in accordance with International Stand ard s on Auditing (ISAs) . Our 
responsibilities und er those st anda rds are fur ther de scr ibed in the Auditor's responsibilities f or the 
audit of the finan cial statements secti on of our report. 

We believe that th e aud it evide nce we have obta ined is sufficien t a nd appropr iat e to provide a basis fo r
 
ou r opinion .
 

Independence 

We are independ ent of th e Authority in accordance with the sections 290 and 2 91 of the Ind ep endent 
Regulatory Board for Aud itors' Code ofProf essional Condu ctfor Registered Aud itors (Revised 
January 2018), parts 1 and 3 of th e Indep endent Regulatory Boa rd for Aud ito rs ' Code of Professional 
Conduct for Registered Auditors (Revised No vember 2018) (toge the r th e IRBA Cod es) and other 
independence requireme nts applicabl e to perfo rming audits of financial state me nts in South Africa . 
We have fulfill ed our other ethical responsibilities, as applicabl e , in accordance with the IRBA Codes 
and in accordance with other ethical requ irements applicable to performing audits in South Africa. The 
IRBA Codes are cons iste nt with the correspo nding sections of th e International Ethics Standards 
Board for Accountants' Code ofEthics fo r Professional Acco untants and th e Internation al Eth ics 
St and ards Board for Accounta nts ' International Code of Ethics fo r Professional Acco untants 
(including International Independence Standards) resp ectively. 

[ . 

Priceuutterhousetloopers lti c., Block 5, Riverside Office Park, Aqua Stree t, Mbombela, 12 0 0
 

P OBox 1875, Mbom bela, 1200
 

T: +2 7 (13) 754 3300, F: +2 7 (13) 754 3400, lUWW .pWC .co.ZQ 

Chief Execut ive Officer L S Machaba 
The Compa ny's pnnclpal place of bus-ness IS at 4 Lisbon Lane, Waterfall City Jukskel V Iew where a list of duectors' na-nes IS avai lable for mspecnon 
Reg no 19981012055/21 VAT reg no 49501i4682 
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0111' audit (Jpr'" ach 

Overview 

We tailored th e sco pe of om audit in order to perform sufficien t work to en able us to provide an 
opinio n on th e finan cial sta te ments as a whole , taking int o acc ount th e struc ture of th e Authority, the 
accounting processes and controls, and the ind ustry in wh ich the Authority operates. 

Overall materiality 

• Overall group materiality: Rl ,630 ,959 which represents 1% of total expenses 

Key audit matters 

• First time adoption oj Gen erallu Recognised Accounting Practice ("GRAP") 

As part of designing our audit , we determi ned materiality and ass essed the risks of material 
mi sst atement in th e finan cial s ta te ments . In particula r, we considered where th e d irec tors made 
subjec tive judgem ents ; for example, in respect of s ignifica nt account ing es tima tes th at involved 
making assumptions a nd co nside ring future events th at are inherently uncerta in. As in all of our 
audits , we also addressed th e risk of management overrid e of internal controls , including am on g other 
matters, consider ation of whether there was evidence of bias that represented a risk of material 
misst atement du e to fraud. 

Matcriality 

Th e sc ope of our aud it was influ enced by our applicat ion of material ity. An audit is designed to obta in 
reasonable assurance whether th e financi al sta te ments are free from material misst at ement. 
Misstat ements may ari se du e to fraud or error. They are cons idered mat erial if individually or in 
aggregate, th ey could rea sonably be expected to influ en ce the economic decisions of users taken On the 
basis of the finan cial statements. 

Based on our professional judgement, we determined cert ain quantitati ve threshold s for materi ality, 
includ ing the ove rall materi ality for the fin an cial statem ents as a wh ole as se t out in th e table below. 
Th ese , together with qualitati ve conside rat ions , helped us to determine th e sco pe of our audit a nd the 
nature, timing and extent of ou r audit procedures and to evaluate th e effect of mi sst atements , both 
individually and in aggregate on the financial statements as a whole. 
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l lou : lL • ilet«» min .! it 

f<llt i"/llll , I..' tli 
uuiu: rill III " h. nclunurl; 
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l\ey (// dit /1 u t ter.... 

R 1,636,959 

1% ofTota l Expenses 

We have se lect ed total expe nses as our ma teriality hench m ar k because, in 
our view, it most appro pria te ly reflects the operations of th e Authority . It is 
a benchma rk against which the perfo rmance of th e Authori ty wo uld be 
most relevant to users of th e finan cial state m en ts given th e fact that it is a 
non-profit-oriented e nti ty . We chose 1% wh ich is co ns is ten t with the 
qua nt ita t ive materiali ty thresh old s th at we wo u ld typ ica lly apply wh en 
using th is benchma rk to compute ma teria lity 

Key audi t ma tters a re those ma tters th at, in our pro fessio na l j udgment, we re of mos t s ign ificance in
 
our a udi t of the financial sta tements of the curre n t peri od. These matters were addressed in th e
 
con text of our aud it of th e financial statemen ts as a whole, and in forming our opinion thereon , and we
 
do n ot p rovi de a separa te opin ion on th ese matte rs .
 

.Key audit matter	 How our audit addressed the key audit 
malte,. , 

_ _ _ __ '.i.._ _ _ ..__ •• _ _ __ 

First tim e adoption ojGenerallu Recognised
 
Accounting Pract ice ("CRAP")
 

We eva luated ma nagement's analysis under 
Direct ive 12 , paragra ph 11 as to whether KO BWA 

KOBWA has adop ted GRAP as its accoun ting	 can adopt GRAP as its account ing fra m ework. We 
framework for t he first tim e in th e 2019	 were sa t isfied tha t KOBWA met th e criter ia in ord er 
fin ancial yea r .	 to report under GRAP. 

The d ecision to convert from Interna t ional	 We performed an inde penden t ana lysis of KOBWA's 
Financial Reporti ng Standards ("IFRS") to	 ac cou nting poli cies under IFRS a nd GRAP. I n doing 
GRA P was m ad e after management pre pa red an	 so, we de veloped an expectat ion of wh at im p act th e 
a na lysis in acco rdance wit h Dir ect ive 12 ,	 convers ion to GRAP wo uld h ave on th e entity's 
paragraph 11 of GRAP.	 fina ncial perfo rm an ce , fina ncia l position and 

ca shfl ows. 
This in cluded a n assessment of whether th e 
e n tity :	 We com pa red our a na lysis to th at of managem ent 

and assessed th e completeness and accuracy of 
1. is a fin a nc ial in st itu tion m anagement's as sessment and ca lcu lat ions. We 
2. h as listed sh a res found our analysis to b e co nsiste n t with
3. has a commercia l object ive m a nage ment 's . 
4 .	 is m ainly government fund ed 

We pa id pa rticul ar atte nt ion to th e defin ition of an
Man agement co ncl uded tha t KOBWA is no t a asset under GRAP, given the di fference betw een 
fin ancial in stitution and does no t h ave listed 
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shares. It is government funded and does not 
ha ve a commercial objective, and can therefore 
apply the GRAP framework. 

The adoption of GRAP required management to 
consider the differences between IFRS and 
GRAP for each balance sheet and income 
st atement line item. 

Wh ere differences in accounting practice wer e 
identified , management calculated th e impact 
of the difference and presented this in the table 
in note 30 of the fin ancial statements as an 
adjustment to the opening balance of the 2018 

financial year and as an adjustment to the 
balances of 2 0 18 financial year end. 

One of the key differences between IFRS and 
GRAP is the definition of an asset. 

Th e assessment of whether the dam and weir 
infrastructure resources meet the definition of 
an asset under GRAP required judgement. 

Th e judgement included whether these 
resources have se rvice potential and whethe r 
these ar e under KOBWA's cont rol. 

The service potential of these resources 
is linked to the objective and mand ate of 
KOBWA as per the Treaty, which is the 
cons ervation of wat er resources in th e Kornati 
Basin. 

Th e Treaty entered into between the Parties , 
provides KOBWA with control over the 
resources in order for it to deliver on its 
objective. 

The ass essment of the impact of the change to 
GRAP ha s required significant man agement 
time and, in some cases, judgemen t as noted 
above. As a result, we con sidered the first time 
adoption of GRAP to be a matter of most 
s ignificance in our audit of the fin ancial 
sta tements . 

0 1her illfi H'17IU tion 

GRAP and IFRS. We considered whether 
management's assessment of service potential and 
control is in accordance with GRAP and specifically 
GRAP 17. The service potential of the dam and weir 
infrastru cture is th e conservation of water resources 
in the Kornati Basin . This is the objective and 
mandate of KOBWA per the Treaty and as such we 
concluded with management's assessment that the 
service potential cr iteria were met. The Tre aty 
provides KOBWA with the ab ility to control the 
resources in order to deliver its service potential. As 
such , we concluded that the definition of control 
was also met, and th at an asset is recognised . 

We recalculated the impact of changes to th e 
opening balance of the pri or period , the impact 011 

the prior period results and the closing balances as 
a t 3 1 March 2018, with no material exceptions 
noted. 

We tested the disclosure in the financial st atements 
in note 30 for completeness and acc uracy and for 
compliance with GRAP 3. We are sa tisfied that the 
adoption of GRAP is appropriately disclos ed in the 
financial stateme nts . 

The directors ar e responsible for the other information. The other information comprises the 
information included in th e document titled "Korna ti Basin Water Authority Financial Statements for 
the Year ended March 31,2019", which we obtaine d prior to the date of thi s audito r's report , and the 
other sections of the document titled "Korna ti Basin Water Authority Annu al Report 2019", which is 
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expected to be made avai lable to us after th at date. The other information do es not includ e the 
financial s ta tements and our auditor 's rep ort th ereon. 

Our op inion on the fin ancial st at ements does not cover th e other inform ation and we do not and will 
not express an aud it opinion or any form of assuran ce con clusion th ereon. 

In co nnect ion with our aud it of the financial s ta te ments, our resp on sibility is to read th e othe r 
inform at ion identified above and, in do ing so, con sider whether the othe r infor mation is materially 
incon sistent with the cons olidated and separate fin ancial st at ements or our kn owledge ob tained in the 
audit, or otherwise appear s to be materially misst at ed . 
If, based on th e work we have performed on the other informa tion that we obtained pr ior to th e dat e of 
thi s a ud itor's report, we conclude that th er e is a material mi sstatement of this other information , we 
are required to repor t th at fact. We have nothing to report in this regard. 

I< ,,,p(m ... illilitil''' oftlu: din»: ( rs ./;11" ell ' 7/11l11da! lilt '1/1 . 1/ 

Th e direct ors are responsibl e for th e prep a ration a nd fair prese ntat ion of the finan cial sta te ments in 
accordance with Gen erally Recogn ised Accounting Practi ce a nd for such interna l contr ol as the 
direct ors determine is necessary to enable the preparation of financi al stateme nts that are free from 
mat erial mis st at ement, whether due to fraud or error. 

III preparing th e financial statem ents, th e d irectors ar e resp on sible for assessi ng the Auth ority's ability 
to continue as a going concern , disclosing, as applicable, matters rel ated to goin g concern and usin g 
th e go ing con cern basis of accoun ting unl ess the directors either intend to liquidate th e Authori ty or to 
cease operation s, or have no realistic alternati ve but to do so. 

1/ litor .. l' ' "!l()//<;ihillt i '" Ii II ell ' lilli /if III til tiucn (,;( . fit '/1, • H. 

Our object ives are to obta in reason able assur ance about whether th e financial sta teme nts as a whole 
ar e fre e from material misstatem en t, whether du e to fraud or error, and to issue an aud itor's rep ort 
that includes our opinion. Rea sonable assurance is a high level of as surance, hut is not a guaran tee that 
an aud it conducted in accordance with ISAs will always dete ct a material misst at ement when it exis ts . 
Misstatements can ari se from fraud or erro r and a re co ns idered mat er ial if, ind ividually o r in the 
aggregate, th ey could reasonably be exp ected to influence th e economic decision s of user s taken on the 
ba sis of these financial sta teme nts . 

As part of an a ud it in accordance with ISAs, we exercise professional judgement a nd maintain 
professional scepticism throughout the audit. We also: 

•	 Id entify and assess the risks of material misstat ement of the fin an cial statements , whether due to 
fraud or erro r, design a nd perform audit procedures resp on sive to those risks , a nd obtain aud it 
evidence that is sufficient a nd approp riate to provide a bas is for our opinion . The risk of not 
detecting a material misstatement resulting from fraud is higher th an for one resulting from err or, 
as fraud may involve collus ion, forgery, intenti on al omi ssions, misrepresentations, or the override 
of internal con tro l. 

•	 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appro pria te in the circums ta nces, but not for the purpose of expressing an 
opinion on th e effect iveness of the Autho rity's internal contro l. 

•	 Evaluate th e approp riateness of acc ounting policies us ed and th e reasonableness of accounting 
estimates and rel ated disclosures m ade by the d irectors . 

•	 Conclude on the app ropria tene ss of the directo rs' use of the goin g concern basis of acco unting and , 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
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conditions that may cast significant doubt on th e Authority's ab ility to con tin ue as a goin g concern. 
If we conclude th at a materia l unce rtai nty exis ts , we are req uired to d raw att ention in our auditor's 
re port to th e related disclosu res in th e consolidated and sepa rate fin anc ial state ments or, if such 
disclosu res are inadequate, to modify our op inion . Our conclusion s are base d on th e audit 
evidence obtained up to the date of our auditor's repor t. Ho wever, future eve nts or cond itions may 
ca use th e Authority to cease to cont inue as a goi ng concern. 

•	 Eva lu ate the overall pres en tat ion, stru ctur e and content of the financial statemen ts , includ ing the 
disclosures, and whether the financial sta tements rep resent the underlyi ng transact ions and 
even ts in a ma nner tha t achieves fair presentation . 

We commun icate with the directo rs regarding, among othe r ma tt er s , the plan ned scope and timing of 
the audit a nd significa nt audit find ings, incl uding an y significant deficienc ies in interna l contro l that 
we identi fy dur ing our audit. 

We also provide th e directors wit h a s tatement th at we have comp lied with re levant ethical 
requ ireme nts regarding inde pendence, a nd to com mu nicate with them all relationships and other 
matters th at may reason ably be th ought to bear on our independe nce, and whe re applicable, related 
safeguards . 

Fro m th e matte rs com mu nica te d with th e d irectors , we de termi ne th ose matters th at were of mos t 
s ign ifica nce in the aud it of th e financia l sta te men ts of th e current period and ar e the refore the key 
au d it matters. We descr ibe th ese ma tters in our auditor 's report unless law or regulation precludes 
public d isclosure about the mat t er or wh en, in ext remely rare circumstances, we determ ine that a 
ma tter sho uld not be com municated in our report because the adverse consequences of doing so would 
reasonably be expected to outwei gh th e pu blic interest benefits of such comm un ication . 

Report on other legal and regulatory requirem ents 
In terms of th e IRBA Rule publ ish ed in Gove rnment Gazette Number 39475 dated 4 Dece mb er 2015 , 

we rep ort th at Pricewat erh ouseCoopers In c. has been the au ditor of Kornati Basin Wat er Aut hority for 
3 years. 

n'-1U Ufl ~u'J0UK ~:Of'!A 'J -r; L 
Pricewa te rhouseCoopers In c. 

Director: Scha lk Barn a rd 

Registered Auditor 

Block 5 Riverside Office Par k, Ne lsp ruit, 1200 

14 November 20 19 
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Komati Basin Water Authority 
Annu al Financial Statements for the year ended 31 March 2019 

Directors' Report 

The direc tors have pleas ure in submi tting their report for the Komati Basin Water Authority for the year ended 31 March 2019 . 

1. Constitution and Corporate profile 

The Komati Basin Water Autho rity (KOBWA) was established as a bi-nation al agency in terms of the Treaty for the utilisation of 
the water resources within the Komati basin comprising of the Komati river and the Lomat i river . KOBWA's mandate is to 
implement Phase 1 of the treaty which comprises the desig n, construction. operation and maintenance of the Driekoppies Dam 

on the Lom ati River in RSA (phase 1a), and the Maguga Dam on the Komati River in Eswatini (phase 1b). 

2. Review of activities 

Ma in business and operations 

As outlined earlier, KOBWA rece ives no income for the delivery of wa ter to the two countries, it is however the responsibility of 
the Republ ic of South Africa and the Kingdom of Eswatini in terms of the Treaty to provide funding for KOBWA operations 
mainly through the grant system. 

The annual financi al stateme nts have been prepared in terms of Generally Recogn ised Accounting Practice (GRAP). KOBWA 
has for the first time adopted GRAP as a reportin g framework in 2019. Prior year financi al statements have been updated to 
reflect the change in accounting policies consistent with GRAP from the transition date . 

Full detai ls of financial posi tion, performance and cas h flows IS set out in these financia l statemen ts . 

3. Going concern 

The financia l statem ents have been prep ared on th going concern assumpt ion which is underpinned by a commitment from the 
Parties to continue funding the Authority with a budget having already been approved for the following financial year . 

In light of the above and to the best know ledge of the directors , there IS no known reason which may negatively impac t on the 
continued existence of the Authority, therefore the annual financial statements have been prepared on the basis of accounting 
policies applicable to a going concern . This basis presumes that funds will be availa ble to finance future operations and that 
the realisation of asse ts and settlem ent of liabilities, con tingent obligations and commitments wi ll occ ur in the ordinary course 
of busines s. 

4 . Events after the reporting date 

The directors are not aware of any matter or circumstance arising since the end of the financial year and up to the date of the 
pub lishing of these financia l statements, 

5. Board
 

The directors of the Authority during the year 2019 and to the date of this report are as follows :
 

Name Nationali ty Designation 
Ms E Magagu la Eswatini Chairperson - Non Exec 
Mr B Singw ane South Africa Vice Chairperson - Non Exec 
Mr A Thobejane South Africa Non - Exec 
Mr L Mzizi Eswatini Non - Exec (Chair HRRC) 
Dr T Gyedu -Ab abio South Africa Non - Exec (Chair FRAC 
Ms N Mabuza Eswatini Non - Exec 
Mr C Zwa ne Sou th Africa Ex Officio (CEO) 

6. Secretary 

The secretary of the authority is Mr M Sime lane . 

The annua l finan cial statemen ts set out on page 13-51 , which have been prepared on the going conce rn basi s, were approved 
by the board on 14 November 2019 and were signed on its behalf by 
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Directors' Report 

Mr C Zwane 
Chief Executive Officer 
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Statement of Financial Position as at 31 March 2019 
Fi9ures in Rand:Emalangen i Note(s) 20 19 2013 

Restated' 
2U17 

Restated' 

Assets 

Non-Current Assets 

Investment Property 

PPE 

Intanqible Assets 

Gu aranteed Grant Incom e 

5 

6 

13362 608 

4 482 145 0 22 

7 

384849 468 

4880357 105 

1. 865033 

4534286 143 

7 

48 1 212763 

5 029 363 946 

14 367 459 

4 58'; 475 03 1 

7 

623 579054 

5223421 551 

C urrent Assets 

Guar anteed Grant Income receivable 

Receivables from Exch Trans 

VAT 

Rece ivables from Non-Ex ch Trans 

Prepayments 

Cas h & Cash Equivalence 

6 

9 

11 

10 

8 

12 

96 363 295 

1 514691 

1 494838 

3471 24 76 

250 319 

35626623 

169962 242 

142 366291 

1218 529 

953 884 

63 444 145 

248 487 

193 17218 

227548554 

137040 00 1 

309 736 1 

0 

9023 345 

135 901 

59652383 

208948991 

Tala i Assets 5050319 347 5256912500 5432 370 542 

Non ·Current Liabilities 

Financial Liabilities al amort ised cost 15 40040 1 447 

400401447 

506 644 146 

506644146 

6195263 17 

619526317 

Liabilit ies 

Current Liabilities 

Other fmanc.al liabilities 15 ,, 1944 070 130 565 962 106 985 504 

Designated Project Fun ds 7 8949 730 2 849 730 2849 730 

Payable from exchange transactio ns 18 2882321 4316 727 2204 151 

Payab le from non-exchan ge transa cl ions 19 6 393931 11 774891 17 281 335 

Unspent Conditional Gran t 14 4 480962 263 1 237 4 325820 

Provisions 16 0 50 416 30 9 16 

Accruals 17 1 0681 94 2 805 323 1 079 556 

115719208 154994286 134757012 

Total Liabilities 

Net Assets 

516 120655 

4534198692 

661 638432 

4595274068 

754 283329 

467808721 3 

Rese rves 

Maintenance Reserves 

Accumulated Surplu s 

Total Net Assets 

13 

30 

5 532 330 

4 528 666 362 

4534198692 

5532330 

4 589 741 738 

4595274068 

5532 330 

4 672 554 883 

4678087213 
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Statement of Financial Performance 
Figures in Rand/Emalangeni Note(s) 2019 2018 

Restated ' 

Revenue 

Revenue from non-exchange transactions 
Conditiona l Grant Income 
Finan ce Income 

20 
20 

47,513144 
55,107 ,449 

39,941 ,606 
58 ,414,517 

Total revenue from non-exchange transactions 102,620 ,593 98,356 ,123 

Expenditure 
Employee related costs 21 (1867 1,895) (16 ,500,068) 
Depreciation and amortisation 22 (54453,372) (54279,715) 
Finance costs 23 (71.212326) (84 ,965 ,78 1) 
Debt Impairment (1,849.390) 
Oper ating and administration Expenses 24 (19.358 373) (23 ,574,314) 

Total expenditure (163 ,695 ,966) (181 ,169 ,268) 

Deficit for the year (61,075 ,373) (82 ,813 ,145) 

• See Note 30 
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Statement of Changes in Net Assets 
Maintenance Acc umulated Total net 

Figures in Rand Reserves surplus asse ts 

Openin g balance as previo usly reported 5,532,330 3,803,130,872 3 808,663202 
Adju stme nts 
Change in accounting framework 869,42 4,010 869 ,424,010 

Balance at 01 April 2017 as restated * 5,532 ,330 4,672 ,554 ,883 4,678 ,087,213 
Changes in net assets
 
Deficit for the yea r (82,813 ,145) (82 ,813 ,145)
 

Total changes (82 ,813,145) (82 ,813,145) 

Restated * Balance at 01 April 2018 5,532,330 4,589,741,735 4,595 ,274,065 
Changes in net assets 
Deficit for the year (6 1,075 ,373) (61,075,373) 

Total changes (61,075373) (61,075,373) 

Balance at 31 March 2019 5,532,330 4,528,666 ,362 4,534 ,198,692 

Note(s) 13 

* See Note 30 
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Cash Flow Statement 
Figures in Rand /Emalangeni Note(s) 20 19 20 18 

Res tated' 

Cash flows from operating activit ies 

Receipts 

Grants 274,731,160 178,356,291 

Payments 

Employee costs (18, 67 1 895) (16500 ,068) 
Suppl iers (21 ,861 ,420) (25 ,335 ,495) 
Finance costs (71 ,2 12,325) (84.965 780) 

Net cash flows from operating activities 26 

( 111,7 45 ,640) 

162,985,520 

(126,80 1,343) 

51 ,554,948 

Cash flows from investing act ivities 

Purchase of propert y, plant and equipment 

Net cash flows from investing activities 

4 (1.811,522) 

(1,811,524) 

(2,588 ,401) 

(2,588 ,401 ) 

Cash flows from financing activities 

Repayment of other financi al liabilities (144 ,864 ,591 ) (89301,712) 

Net cash flows from financing act ivities (144,864,591 ) (89 ,301 ,712) 

Net increase/(decrease) in cash and cash equivalents 
Cas h and cash equiva lents at the beginn ing of the year 

Cash and cash equivalents at the end of the year 12 

16 ,309 ,405 
19,317,218 

35,626 ,623 

(40,335 ,165) 
59,652 ,383 

19,317 ,218 

• See Note 30 
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Accounting Policies 

1. Presentation of Annual Financ ial Statements 

The annual finan cial statements have been prepared in accorda nce with the Standard s of Generally Recognised Accou nting 
Practice (GRAP) , issued by the Accounting Standa rds Board, 

These annual financial statements have been prepared on an accrua l basis of accounting and are in accordance with historical 
cost convention as the bas is of measurement, unless specified otherwise, The y are presented in South Afr ican Rands (R) and 
Eswatini Emalangeni (E), 

The entity has for the first time in the current financia l year adopted GRAP as a reporting framework from IFRS, The prior 
year annual financial statemen ts have been restated so accoun ting policies and amoun ts are consistent with GRAP, The 
changes have been accounted for in accordance with directive 2 and Directive 12, 

1.1 Presentation curr ency 

These annual financ ial statements are presented in South Afr ican Rands and Eswat ini Emalangeni wh ich are the functional 
currencies of KOBWA The excha nge rate betwee n the two currencies is 1,1, 

1.2 Go ing concern assumption 

These annu al financial statements have bee n prepared based on the expectation that the entity will continue to ope rate as 
a going concern for at least the next 12 month s, 

1.3 Sign ificant judgements and sources of estimation uncertainty 

In preparing the annual financial statements and in conformity with GRA P, management is required to make judg ements, 
estimates and assu mpt ions that affect the amounts represen ted In the annual financial statem ents and related disclosure s 
These estima tes and associated assumptions are based on exper ience and various other factors that are believed to be 
reasonab le under the circumstances Use of avai lab le information and the application of judg ement is inherent in the formation 
of estim ates, Actual result s in the future could differ from these estimates, The underlying assumptions are reviewed on an 
ongoing basis , Revisions to accounti ng estim ates are recognised In the per iod in wh ich the est imates are revised and In any 
future periods affected . 

Critical Judgements in applying accounting po licies 
The critical judgements made by management in app lying accounting policies , apart from those involving est imations , that 
have signi ficant effect on the amou nts recognised in the financial stateme nts are outlined as follows 

Key sources of estimation and uncertainty 

Useful lives of property plant and equ ipment 
Management asses the appropria teness of the useful lives of prope rty, plant and equipment at the end of each repo rting 
period , The useful lives are determined based on the Authority's asset management and disp osal policie s for the different asset 
classes, Individ ual assets within these classes which have a sign ificant caryi ng amount are assesed seperately to conside r 
whether replacement will be necessary outside of the normal replacem ent parameters , 

When the estimated useful life of an asset differs from the previous est imates , the change is appl ied prospe ctively In the 
dete rmination of dep reciation charge, 

Control 
GRAP Conceptual Framework 5,10 explains control as follows; . . Control of the resource entai ls the ability of the entity to 
use the resource (or direct other Parties on its use) so as to der ive the benefit of the servic e potential or econ omic benefits 
emb odied in the resource in the achievemen t of its serv ice delivery or other objectives , 

KOBWA asse ssed its business mode l and set up in light of the eleme nt of control and came to the conclusion that the Treaty 
gives it control over the ownership and use of its assets as defined by GRAP . 

17 



Komati Basin Water Authority 
Annual Financial Statements for the year ended 31 March 2019 

Accounting Policies 

1.3 Significant jUdgements and sources of estimation uncertainty (continued) 

Impairment testing 

The fair value for non-cash generati ng assets is not determined at eac h reporting date but KOBW A assess at each reporting 
date whether there is an indication that the value of the asset may be impaired since the last repo rting date . Impairment, 
therefore, reflects a decline in the utility of an asset to the Authority In so doing the Autho rity looks at the indications of 
impairment as stipulated by the standard and in terms of general understanding of asse t usage and maintenance plan. 

An asse t is impaired when the carrying amo unt of the asse t exceeds its recoverable service amo unt. KOBWAI assesses at 
each reporti ng date whether there is any indication that an asset may be impaired If any such indication exists , the Authority 
makes a formal estimate of the recoverable service amoun t of the asset. If no indica tion of a potentia l impai rme nt loss is 
presen t, the GRAP does not require KOBW A to make a formal estimate of recove rable service amount. 

This GRA P de fines the value in use of a non-cas h-ge nerating asset as the prese nt value of the asset's rema ining servi ce 
potential . The recoverab le service amount is the higher of an asset's fair value less costs to sell and its value in use KOBW A 
reviews and tests the carrying value of assets when events or changes in circumstances suggest that the car rying amount may 
not be recoverable. 

Provisions 

Provisions are inherently raised based on assumptios and estimates based on the best information avai lable. Additional 
disc losure of these estimates of provisions are inc luded in note 16 - Provisions. 

Selection of an appropriate reporting framework by KOBWA 

KOBWA assessed whe the r it mee ts the criteria in paragraph 11 of Directive 12 The Selection of an Appropriate Reporting 
Framework by Public Entities. 

This assess me nt was performed in the financia l period 20 18 /19 for the first time. This was after assesment was made to 
determ ine if the IFRS framework was the mos t suitable framework for KOBWA given its business mode l. 

In making the assessment, management applied its Judgement and considered all relevant facts and KOBWA mandate as 
enshrined in the KOBWA Treaty the KOBWA busine ss model. as we ll as pros pective information , ensurin g a holistic 
asse ssment over an extended per iod of time . 

In its assesment. KOBW A concluded that it is not a commercial entity , it was formed to provide services of a publi c natu re, it is 
substa ntially funded by the Government of South Afric a and the Kingdom of Eswat rru. and it is not a financial institution . As 
such the most appropriate framewo rk is GRAP . 

1.4 Investment property 

Investment prope rty is property held to earn rentals or for capita l appreciation or both. 

Investment property is recognised as an asset when. and only when it is probable that the future econ omic benefits or service 
potential that are assoc iated with the investme nt property w ill flow to the entity. and the cost or fair value of the investment 
property can be measured reliably . 

Investm ent property is initi ally recognised at cost. Transaction costs are includ ed in the initial measurement. 

Whe re inves tment property is acqu ired through a non-exchange transaction. its cos t is its fair va lue as at the date of 
acquisition. 

Cos ts include cos ts incurred initial ly and costs incurred subsequently to add to, or to replace a part of . or serv ice a property. If a 
replacement part is recognised in the carrying amount of the investment prope rty the carrying amount of the replaced part is 
derecognised . 
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Accounting Policies 

1.4 Investment property (continued) 

Cost model 

Investment prope rty is carried at cost less accumul ated depreciation and any accumulated imp airment losses. 

The residual va lue, useful life and depreciation meth od of each asset are reviewed at the end of each yea r. If expectations 
differ from previous estimates, the change is acco unted prospectively as a change in acco unting estimate. The depreciation 
charge is recogni sed in the surplus and de ficit unless it is included in the carrying amount of another asset. 

Impa irment tests are perfor med on investm ent property when there is an indicator that they may be impa ired. Wh en the 
carrying amount of an item of investment property is assessed to be higher than the recoverable amount. an imp airme nt loss is 
recognised immed iately in surplus or deficit to bring the carrying amount in line with the recoverable amoun t. 

Depreciation is provide d to wr ite down the cost. less estimated residual value by equa l installments over the usefu l life of the 
property , whi ch is as follows 

Item Percentage 
Investment Property - Buildin gs 2% 

Investment prope rty is derecognised on disposal or when the investme nt property is permanen tly wit hdrawn from use and no 
future economic benefits or servic e potential are expected from its disposal 

Gains or losses arising from the retirement or disposal of investment prop erty is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal. 

The entity separat ely discloses expenditure to repair and maintain investment property in the notes to the annual financial 
statem ents under administration expenses. 

1.5 Property, plant and equipment 

Prop erty. plant and equipment are tangibl e non-current asse ts (Including infrastructure assets) that are held by KOBWA for 
use in the supp ly of serv ices . rental to othe rs. or for admi nistrative purposes . and are expected to be used during more than 
one period. 

The cost of an item of property, plant and equip ment is recognised as an asset when: 
it is probable that future economic benefits or service potential assoc iated with the item will flow to the Authority 
and 
the cos t 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 cos ts attributable to bring the asse t to the 
location and condition necessary for it to be capable of ope rating in the manner intended by management. Wh ere an asse t is 
acquired through a non-exchange transaction , its cost is its fair value as at date of acquis ition . 

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

Costs includ e costs incurred initially to acqu ire or construct an item of propert y, plant and equipm ent and costs incurred 
subsequently to add to or replace part of it. If a repla cement cost is recognised in the carrying amount of an item of property 
plant and equ ipment. the carryi ng amount of the replaced part is derecognised. 

Recogniti on of costs in the carrying amount of an item of property , plant and equipm ent ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by manag ement. 

Propert y, plant and equipment is carried at cost less accum ulated dep reciation and any impairmen t losses . Depreciation is on 
the straight line bas is over the expe cted useful lives to their est imate d residual va lue. 

The useful lives of items of property, plant and equipment have been asse ssed as follows 

19 



Komati Basin Water Authority 
Annual Financial Statements for the year ended 31 March 2019 

Accounting Policies 

1.5 Property, plant and equipment (continued) 

Item Depreciation method Perc entage 

Buildi ngs Strai ght line 2% 
Furni ture and fixtures Straight line 20% 
Motor vehicles Stra ight line 20% 
Office equ ipment Straight line 20% 
Computer Equipment Straight line 33 33% 
Mobile Units Stra ight line 5% 
Infrastructure Straight line 2-5% 
Dams and Weirs Straight line 1% 
Dam Equipment and Pipelines Straight line 2% 
Sundry Equipment Straight line 20% 
Implem ents Straight line 20% 

The depreciab le amount of an asset is allocated on a sys tematic bas is ove r its useful life. 

The depr eciation method used reflects the pattern in wh ich the asset's future eco nomic benefits or service potential are 
expected to be consumed by the entity . The residual value . usefu l life and depreciation method applied to an asset is reviewed 
at least at eac h reporting date and, if there has been a signi ficant change In the expec ted pattern of consumption of the futu re 
economic benefits or service potential embodied in the asset. the method is changed to reflect the changed pattern . Such a 
chang e is accounted for as a change in an accounting estimate 

The depreciation charg e for eac h period is recognised In surplus or deficit unless it is included in the carry ing amount of 
ano ther asse t. 

Items of property . plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising from the derecognition of an item of 
property, plant and equipment is included In surp lus or deficit when the Item is derecoqrused and this is the difference between 
the net disposal proceeds , if any, and the carrying amount of the item. 

The entity separately discloses expenditure to repair and maintain property, plant and equip ment in the expen ses section of the 
sta teme nt of surplus and deficit. 

1.6 Intangible assets 

An intangib le asset is recognised when 
it is probab le that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the entity , and 
the cost or fair value of the asset can be measured reliably. 

The entity assesses the probab ility of expected future eco nomic benefits or service potentia l using reasonable and supportable 
assumptions that represent management's best est imate of the set of econom ic conditions that will exist over the useful life of 
the asset. 

W here an intangible asset is acquired through a non-exchange transaction , its initial cost at the date of acquisition is measured 
at its fair value as at that date. Expenditure on research (or on the research phase of an internal project) is recognised as an 
expe nse when it is incurred . 

An intangible asset arising from deve lopment (or from the development phase of an internal project) is recognised when : 
it is technically feas ible to complete the asse t so that it will be avail able for use or sale. 
there is an intention to comp lete and use or sell it. 
there is an ability to use or sell it. 
it will gene rate probable future econo mic benefits or service potential. 
there are available technical . financial and other resources to comp lete the deve lopment and to use or sell the 
asse t. 
the expendi ture attributable to the asset during its development can be measured reliably. 

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

The amortisation period and the amortisati on meth od for intangible asse ts are reviewed at each report ing date 
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Accounting Policies 

1.6 Intangible assets (continued) 

Reasse ssing the usefu l life of an intangible asset with a finite useful life after it was classified as indefinite is an ind icato r that 
the asset may be impaired As a result the asset is teste d for impa irment and the rem aining carrying am ount is amort ised over 
its useful li fe. 

Amorti sation is provided to wr ite down the intangible assets, on a straigh t line bas is. to the ir residual values as follows 

Item Depreciation method Percentage 

Comp uter softw are Straight line 20% 

1.7 Guaranteed Income Rece ivable 

Grant Income Rece ivable represents the guaranteed future grants (cas h) receivable from the Sout h Afri can and Eswa trni 
governments. The two Governments have guaranteed KOBWA's debt , and in accordance with the Treaty are legally obligated 
to fund KOBWA for the servicing and repayment of its debt. 

The grants from the gove rnmen ts are paid to KOBWA to enable it to pay its lende rs in acco rdance with the terms and 
cond itions of Its loan agreeme nts . Therefo re the gran ts are fixed . determinab le and gua ran teed . 

The receivab le is discounted to Its present value. As the receivabl e reaches maturity over time the interest effect of unwin ding 
the discount is recorded to the statement of financ ial performance. When KOBW A rece ives the grant. it is recorded against the 
receivable and therefore red uces the balance. 

1.8 Financ ial instruments 

A financial instrument IS any contract that gives rise to a fina ncia l asset of one entity and a financia l liability or a residua l 
inter est of anot her entity. 

The amo rtised cos t of a financia l asse t or financial liability is the amount at which the financial asse t or financial liabil ity is 
measured at initial recognition minus pr incipa l repayments . plus or minus the cumu lative amortisation us ing the effective 
interest method of any diffe rence between that init ial am ount and the matur ity amount. and minu s any redu ction (directly or 
through the use of an allowance account) for impairment or unco llectibility . 

Credit risk is the risk that one party to a fina ncial instr ument wi ll cause a financial loss for the other party by fai ling to discharge 
an obligation. 

Currency risk is the risk that.the fair value or futu re cash flows of a fina ncial instrument wi ll fluctuate because of changes in 
foreig n exchange rates. 

Oerecoqn itron is the removal of a previously recognised financial asse t or financial liab ility from an entity's statemen t o f 
financia l pos ition 

The effective interest method is a method of calculating the amortised cost of a financia l asset or a financial liability (or group of 
financial assets or financial liabil ities) and of alloca ting the Interest income or interest expe nse ove r the relevant period . The 
effectiv e interest rate is the rate that exactly discounts estimated futu re cash paymen ts or receipts through the expected life of 
the financial instrumen t or, when appropriate . a sho rter perio d to the net carryin g amount of the finan cial asset or financia l 
liability. 

Fair value IS the amount for wh ich an asse t cou ld be exchanged . or a liabili ty settled . between knowledgeable willi ng Parties in 
an arm's length transaction . 

A financial asset is: 
cas h, 
a residual interest of another entity : or 
a con tractua l right to. 

receive cash or another financia l asset from another entity : or 
exchange financial assets or financial liabi lities with another ent ity under conditions that are potentially 

favo urab le to the enti ty. 

A fina ncial liability is any liabil ity that is a contractual obl igation to 
deliver cash or another financial asset to another entity : or 
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1.8	 Financ ial inst ruments (cont inued) 
exchange finan cial assets or financial liabiliti es unde r conditions that are potentially unfavourab le to the entity. 

Loan comm itment is a firm commitment to pro vide credit under pre-specified terms and conditions . 

Loans payable are financial liabi lities , other than short-term payab les on normal credit terms .
 

Market risk is the risk that the fair value or future cash flows of a financi al instru ment will fluctua te because of chang es in
 
market prices . Market risk comprises three types of risk currency risk , interest rate risk and other price risk.
 

A financia l asset is past due when a counterparty has failed to make a payment when contractua lly due. 

Financial instruments at amortised cost are non-de rivative financial assets or non-derivative financial liabilities that have fixed 
or dete rminable payments, exclud ing those instru ments that: 

the entity designates at fair value at initial recognition ; or 
are held for trading . 

Classification 

The entity has the following types of financial asse ts (classes and category) as reflected on the face of the statement of 
financial position and in the notes thereto 

Class Category 
Guaranteed Income Receivable Financial asset measured at amortised cost 
Cash and cash equiva lent Financial asset measured at amortised cost 
Receivable from exchange transactions Financia l asset measured at amortised cost 
Receivables from non-exchange transactions Financial asse t measured at amortised cos t 

Financial Li abilities 
KOBW A upon asse sment of GRA P 104 (Financ ial Instr uments), categorises all its long term loans at amo rtised costs and the 
followin g are the names and category in terms of treatment of the loans as reflect ed in the notes to financia l statements as 
follows 

Name Category 
HAM BROS Bond Notes Financial liability measured at amort ised cost 
NEOCOR Loan Financial liabi lity measured at amortised cost 
RMB Loan Financia l liability measured at amortised cost 
OBSA Loan Financial liability measured at amortised cos t 

Class	 Category 

Initial recogni t ion 

The entity recognises a financial asset or a financial liability in its statement of financial positi on when the entity becomes a 
party to the contractual provisions of the instrument. 
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1.8 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liab ilities 

The entity measures all financial asse ts and financial liabilit ies after Initial recogniti on using the following catego ries' 
Financial instru ments at amortised cost 

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 impa ired. 

Financial assets measured at amortised cost. 

If there is objective evidence that an impairment loss on financi al assets measu red at amortised cost has been incurred . the 
amount of the loss is measured as the difference between the asset's carry ing amount and the present va lue of estimated 
future cash flows (exc luding future credit losses that have not been incurred) discou nted at the financia l asset's or iginal 
effective interes t rate. The carry ing amount of the asse t is reduced directly OR through the use of an allowance account The 
amount of the loss is recognised in surplus or de ficit 

If. in a subsequent period. the amou nt of the impairment loss decreases and the dec rease can be related objectively to an 
event occurring after the impairmen t was recogn ised. the previous ly recognised impairment loss is reversed directly OR by 
adjusting an allowa nce acco unt. The reversal does not result in a carrying amount of the financial asse t that exceeds what the 
amo rtised cost wou ld have been had the impairment not been recognised at the date the impairment is reversed. The amo unt 
of the reversal is recogn ised in surplus or deficit 
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1.8 Financial instruments (continued) 

Derecognition 

Financial assets 

The entity derecog nises financial asse ts using trade date acco unting. 

The entity derecognises a financial asset only when 
the contractual rights to the cash flows from the finan cial asse t expire, are settled or waive d, 
the entity transfers to another party SUbstantially all of the risks and rewards of ownersh ip of the financial asset ; or 
the entity, despite having retained some sign ificant risks and rewards of ownership of the financial asse t has 
transferred cont rol of the asset to another party and the other party has the practical ability to sell the asset in its 
entire ty to an unrelated third party. and is able to exe rcise that ability unilaterally and without needing to impos e 
addi tional restr ictions on the transfer. In thi s case. the entity ' 

derecognise the asset, and 
recognise separately any rights and ob liga tions created or retained in the transfer. 

The carrying amoun ts of the transferred asset are alloca ted between the rights or obliga tions reta ined and those transfe rred on 
the basis of their relative fair va lues at the transfer date. Newly created rights and obligations are measured at their fair valu es 
at that dat e. Any difference between the consi deration received and the amounts recognised and derecognised is recognised 
in surp lus or defi cit in the period of the transfer. 

If. as a result of a transfer , a financi al asset is derecognised in its ent irety but the transfe r resu lts in the entity obtaining a new 
financial asset or assuming a new finan cial liability. or a servicing liability the ent ity recognise the new finan cial asset, financial 
liability or servicin g liabilit y at fair valu e. 

On derecogniti on of a financial asse t in its entirety. the difference between the carrying amount and the sum of the 
conside ration rece ived is recognised in surp lus or defic it. 

If a transfer does not resul t in derecognition becau se the entity has retained substantially all the risks and rewards of ownership 
of the transferred asset, the entity cont inues to recognise the transferred asset in its entirety and recog nise a financial liabi lity 
for the consideration received. In subseq uent periods . the entity recognises any revenue on the transfe rred asset and any 
expe nse incurred on the financial liability. Neither the asse t, and the associated liability nor the revenue, and the associa ted 
expen ses are offset. 

Financial liabilities 

The entity removes a financial liabilit y (or a part of a financial liability) from its statement of financial posit ion when it IS 

extinguished - i.e. when the obligation specified in the contract is discharged . cance lled , exp ires or waiv ed. 

An exchange between an exis ting borr ower and lender of debt instruments with SUbstantially diffe rent term s is accounted for as 
havin g exti nguish ed the origina l financia l liability and a new financial liability is recognised. Similarly, a substantia l modification 
of the terms of an exis ting financial liability or a pa rt of it is acco unted for as having extinguished the origina l financial liabi lity 
and having recognised a new financial liability. 

The differ ence between the carrying amount of a finan cial liabilit y (or part of a financial liabilit y) extinguished or transf erred to 
another party and the conside ration paid. inc luding any non-ca sh assets transferred or liabilities assumed . is recognised in 
surplus or defic it. Any liabilities that are waived , forgiven or assumed by anothe r ent ity by way of a non-e xchange transaction 
are accounted for in acco rdance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in the 
statement of Financial performance. 

1.9 Impairment of non -cash-generating assets 

Cash -generating assets are asset s used with the objective of generating a commercia l return . Commerc ial return means that 
positive cash flows are expected to be significantly higher than the cost of the asse t. 

24 



Komati Basin Water Authority 
Annual Financial Statements for the yea r ended 31 March 2019 

Accounting Policies 

1.9 Impa irment of non-cash-generating assets (continued) 

Non-cash-generating assets are assets other than cash-generating assets 

Impairment is a loss in the future economic benefits or serv ice potentia l of an asset , over and above the systematic recognitio n 
of the loss of the asse t s future econom ic bene fits or servi ce pote ntial through depre ciation (amortisatio n). 

Carry ing amount is the amou nt at which an asset is recogni sed in the state ment of financ ial position after deducting any 
acc umulated depreciation and accumulated impairment losses thereon. 

Fair va lue less costs to sell is the amount obtainable from the sale of an asset in an arm's length transac tion between 
know ledgeable. w illing Parties . less the costs of dispo sal.
 

Recoverable service amount is the higher of a non-cash-qeneratmq asset s fair value less costs to sell and its value in use .
 

Useful life is either
 
the period of time over whic h an asset is expe cted to be used by the entity or 
the number of production or similar units expected to be obta ined from the asset by the entity . 

Judgements made by management in applying the criteria to designate asse ts as non-cash-generating asse ts or cash­
generating assets. are as follows: 

Identification
 

When the carrying amount of a non- cash-gen erating asset exceeds Its recoverable servi ce amount It is impaired .
 

The entity assesses at each reporti ng date whethe r there is any indication that a non-cash-qeneratmq asset may be impaired
 
If any such indication exists the enti ty estimates the recoverable serv ice amount of the asset.
 

Value in use
 

Value in use of non-cash-generating assets is the present value of the non-cash-qe nera tmq assets remaining service potential
 

The present value of the remainin g servi ce potential of a non-cash-generating asset s is determined using the following
 
approa ch:
 

Recognition and measurement
 

If the reco verable service amount of a non-cash-generating asset is less than its carrying amount. the carrying amount of the
 
asse t is reduced to its recoverable service amount. This reduction is an impairment loss.
 

An impairment loss is recogn ised immediately in surplus or deficit.
 

Any impairment loss of a revalu ed non-cash-generating asset is treated as a reval uation decrease.
 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to
 
which it relate s, the entity recogni ses a liability only to the extent that is a requirement in the Standards of GRAP . 

After the recognition of an impairment loss. the depreciation (amort isation ) charge for the non-cash -generating asset is 
adjusted in futu re periods to alloca te the non-cash-generating asset's revised carrying amount, less its residual value (if any). 
on a sys tematic basis ove r its rem aining use ful life. 
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1.9 Impairment of non-cash-generating assets (continued) 

Reversal of an impairment loss 

The entity assesses at eac h repo rting date whether the re is any indication that an impairment loss recog nised in prior periods 
for a non-cash-gen erat ing asset may no longer ex ist or may have decreased If any such indication exists, the entity estimates 
the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asse t is reversed if there has been a change in the 
estimates used to determ ine the asset's recoverab le serv ice amount since the last impairment loss was recognised The 
carrying amount of the asset is increased to its recoverable service amou nt. The increased carry ing amount of an asse t 
attributab le to a reversal of an impairment loss does not exceed the carry ing amount that would have been determined (net of 
deprec iation or amortisation) had no impairment loss been recogn ised for the asset in prior periods . 

A reversal of an impa irmen t loss for a non-cash-generating asset is recognised immedi ately in surplus or defici t. 

After a reversa l of an impai rment loss is recognised the depreciation (amo rtisation ) charge for the non-cash-generating asset 
is adjusted in future periods to alloca te the non-cash-generating asset's revised carry ing amount. less Its residual value (if any). 
on a systematic basis over its remaining useful life. 

1.10 Employee benefits 

Short-term employee benefits 

The cost of short-term employee bene fits, (those payabl e within 12 mon ths after the service is rendered. such as paid vacation 
leave and sick leave, bonuses , and non-m onetary benefits such as medical care) are recognised in the perio d in wh ich the 
serv ice is rendered and are not discounted. 

The expected cost of compensated absences is recogn ised 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 expected cos t of surp lus sharing and bonus payments is recog nised as an expe nse when there is a legal or cons tructive 
obligation to make such payments as a result of pas t performance . 

1.11 Provisions and contingencies 

Provisions are recognised when: 
the Authority has a prese nt obligatio n as a result of a past eve nt; 
it is probable that an outflow of resources embod ying econo mic benefi ts or service potenti al wi ll be required to 
settle the obligation, and 
a reliable estima te can be made of the obligation . 

The amount of a provision is the best estimate of the expenditu re expected to be requi red to sett le the present ob ligation. 
Where the effect of time value of money is material, the amount of a provisi on is the present value of the expenditures 
expected to be required to settle the obligation. 

Wh ere some or all of the expendi ture requir ed to settle a provision is expec ted to be reimbursed by another party, the 
reimbursement is recognised when , and only when, it is virtu ally certain that reimbursement will be received if the Autho rity 
settles the obligation, The reimbu rsement is treated as a separate asset. The amo unt recognised for the reimbursement does 
not exceed the amount of the provisio n 

Provisions are not recognised for future ope rating surplus (deficit). If KOBWA has a contract that is onerous. the prese nt 
obligation (net of recoveri es) under the contract is recognised and measured as a provision . 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 27. 

1.12 Revenue from non-exchange transactions 

Revenu e comprises gros s inflows of econ omic benefits or service potential received and receivable by KOBWA, which 
represents an increase in net assets, other than increases relating to cont ribut ions from owners . 
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1.12 Revenue from non-exchange transactions (continued) 

Condition s on transferred asse ts are stipulations that specify that the future economic bene fits or service potential embodied in 
the asse t is required to be consumed by the recipient as specified or future econ om ic benef its or servi ce potenti al must be 
return ed to the transferor 

Control of an asset arise when the Authority can use or otherw ise benefit from the asset in pursuit of its objec tives and can 
exclude or otherwise regu late the access of others to that benefi t. 

Non-exchange transac tions are transa ctions that are not exchange transa ctions . In a non-e xchange transaction . KOBWA 
either receives va lue from ano ther entity without directly giving approxima tely equa l value in exchange. or gives value to 
another entity withou t directly receiving approxima tely equal valu e in excha nge. 

Stipulations on transfe rred assets are terms in laws or regulation, or a bindin g arrangement. impo sed upon the use of a 
transferr ed asse t by entities external to the reporting entity. These can either be conditions or restrictions. 

Where the Auth ority receives other revenue from other sources like rental Income, or Interest, such revenue doe s not transfer 
to the Authority In terms of the Trea ty such funds are for the Parties who allocate and authorise their use. Until such funds 
have been approved for use by the Auth ority they are treated as liabilities payable to the Part ies in their ratio of contribution. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asse t is recognised as revenue. exce pt to the extent 
that a liabilit y is also recognised in respect of the same Inflow. 

Unspent Conditional Grant 
KOBWA recogn ises a liability in respect of that portion of the Grant Revenue which would not have been spent in the fmancial 
year. Such grant will be payable to the Parties in propo rtion to their contribution. Should KOBWA wish to have access to such 
funds, she has to seek approval for its use and then can it be re-de signated after such approval. 

Measurement 

Revenue from a non-exch ange transaction is measured at the amount of the incre ase in net assets recogni sed by KOBWA. 

Wh en, as a result of a non-exc hange transaction, the Authority recognises an asset, it also recognises revenue equivale nt to 
the amount of the asse t measured at its fair value as at the date of acquisition. unless it is also required to recogni se a liability. 

Transfers 

KOBWA recognises an asset in respect of transfer s when the transferred resources meet the definiti on of an asset and satisfy 
the criteria for recognit ion as an asset. KOBWA only needs to have the right to receive such asset for the asset to be 
recogn ised but does not necessarily need to have received the actu al asset. Transferred assets are measured at their fair 
valu e as at the date of acqu isition. 

1.13 Borrowing costs 

Borrowing costs are intere st and other expenses incurred by an entity in connection with the borrowin g of funds . 

Qualifying asse t is an asset that necessarily takes a substantial peri od of time to get ready for its intended use of sale. 

Borrowing costs that are directly attri butable to the acquisition. constru ction or production of a qualifying asset are capitalised 
as pa rt of the cost of that asset whe n it is proba ble that they wi ll result in future econo mic benefits or servic e potential to the 
KOBWA, and the costs can be measured reliably. KOBWA applies this consistently to all borrowing costs that are directly 
attributable to the acquisition, construction. or prod uction of all qualifying assets of KOBWA. The amoun t of borrowing costs 
eligible for capit alisation is determined as follows : 

Actual borrowi ng costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any 
investm ent income on the tempo rary investment of those borrowings . 
W eighted average of the borrowing costs applicable to the KOBWA on funds generally borrowed for the purpose of 
obtain ing a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred. 
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1.13 Borrowing costs (continued ) 

The capita lisation of borrowing costs commences when all the following conditions have been met 
expe nditures for the asse t have been incurred; 
borrowing costs have been incur red; and 
activities that are necessary to prepa re the asset for its intended use or sale are undertaken. 

Capitalisation is suspended during extended periods in which active development is suspended . 

Capita lisation ceases when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale 
are complete. 

All other borro wing costs are recognised as an expense in the period in which they are incurred. 

1.14 Segment information 

A segment is an activity of an entity. 
that generates economic bene fits or service potential (including economic benefits or service potential relating to 
transa ctions between activities of the same entity) . 
whose resu lts are regu larly reviewed by management to make decrsions about resources to be alloca ted to that 
activity and in assessing its performance : and 
for whi ch separate financial information is available. 

KOBWA is managed as one segment and as such there is no sepe rate segment disclosure. 

1.15 Budget information 

In terms of GRAP 24. entities required either through legis lation or some instrument are mandated to report on budqet 
information Entiti es may elect to report on the same even when they are not mandated. KOBWA's policy is that there will be no 
budget disclosure in the financ ial statements. 

1.16 Events after reporting date 

Events after report ing date are those eve nts. bo th favourable and unfavourable . that occur between the reporting date and the 
date when the financia l statem ents are authorised for issue. Two types of events can be identified 

those that provide evidence of cond itions that existed at the reporting date (adjusting events afte r the reporti ng date); 
and 
those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date) 

The Auth ority will adjust the amount recognised in the financial statemen ts to reflect adjusting eve nts after the report ing date 
once the eve nt occu rred. 

1.17 Related Parties 

Related Parties for KOBWA is In respect of the two Governments to the treaty, the Governme nt of South Africa and the 
Kingdo m of Eswatini and this also cove rs transactions rela ting to the Board of directors as we ll as key management 
emp loyees . 

1.18 Water in dams 

KOBWA does not attribute any value to the water stored in its dams. The water is accumulated through natural phen omenon 
wh ich KOBWA does not pay for , and futhermore KOBWA does not charge for the water delivered. 
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Figur es in Rand /Em alang eni 2019 20 18 

2. New standards and interpretati ons 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year and as part of its conversion to GRA P, the entit y adopted the following standards and interpretations that 
are effective for the current financial year and that are relevant to its operation s 

Standard/Interpretation: 

GRA P 16 (as amended 2016) Investment Property 

GRAP 17 (as ame nded 20 16): Property, Plant and 
Equipment 

GRAP 21 (as ame nded 20 16)' Impairm ent of non-cash­
gen erating assets 
GRA P 27 (as amended 2016) Agriculture 
GRAP 31 (as amended 2016 )' Intangible Assets 

GRAP 103 (as amended 2016 ) Her itage Assets 
Directi ve 12 The Selection of an Appr opr iate Rep ort ing 
Framework by Public Entities 

2.2 Standards and interpretations issued, but not yet effective 

Effective date : 
Years beg inning on or 
after 
0 1 April 2018 

0 1 April 2018 

0 1 Apnl 2018 

01 April 20 18 
01 April 2018 

01 Apr il 2018 
01 April 20 18 

Impact: 

The impact of the IS not 
mater ial. 
The adoption of this has 
not had a mater ial impact 
on the res ults of the 
com pany but has resulted 
in more disclosure. 
The impact of the IS not 
material. 
Not applicable to KOBWA 
The impact of the is not 
material. 
Not applicable to KOBWA 
Refer to note 1.3 

The entity has not applied the following standards and interp reta tions which have been published and are mandatory for 
the entit y's acco unting periods beg inning on or after 01 April 2019 or later periods: 

Standard/Interpretation: 

GRAP 104 (ame nded) : Financial Instrum ent s 

Guid eline Guid eline on the Applicati on of Materi al ity to 
Financial Statements 
GRAP 1 (ame nded) : Presentation of Financial Statements 

IGRAP 1 (revis ed). Applyin g the Probability Test on Initial 
Recognition of Revenue 
Directive 7 (revis ed) The Application of Deemed Cos t 

GRAP 20 Relat ed parties 

Effective date: 
Years beginning on or 
after 
TBD 

TBD 

01 Apr il 2020 

0 1 April 2020 

0 1 April 20 19 

01 April 20 19 

Expected impact: 

Expected impact is 
material 
Unl ikely there will be a 
material impact 
Unl ikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unl ikely there will be a 
materia l impact 
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3. Investm en t property 

2019 20 18 

Co st I Ac cu mu late d Ca rrying va lue Cos t 1 A ccu mu la ted Carrying v alu e 
V alua tion d epr ec iat ion V aluatio n d epreci ation 

and an d 
accumu late d accumula ted 
impai rm ent impairme nt 

lnve strnem property 14.869.885 (1 ,507277) 13.362.608 14 869.8 85 ( 1 004 852) 13.865 .033 

Reco nci liat ion o f inve stm ent property - 2019 

Investment property 

Ope ning 
ba la nce 
13.86 5.033 

Dep reciat ion 

(502.4251 

Total 

13.362.608 

Recon ci lia tion o f inv estm ent prope rtv - 2018 

Inve stment prope rty 

Ope ning 
balanc e 
14.367.459 

Deprec iatio n 

(502.426) 

To tal 

13.865.033 
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3. Investment property (continued) 

The carrying amount of the investment property at each reporting date approximate fair value . 

Register with det ails of the land and buildings which constitute the inves tment properties is available for inspection by 
authorised pers onnel or entities and other stakeholders or thei r duly authorised representatives at the Maguga office of 
KOBWA . The inves tment prope rty relates to houses located at the Glen Village in Piggs Peak town of Eswatini and are houses 
rented to third Parties at market rates therefore do not qualify to be class ified as owner occupied . 

There is no restrictions or encoumbere nces on the investmen t property. 

There are no commitments in the forseable future to buy or build any investment properties . 

The total repairs and main tenance to investment prope rty can not be reliably disclos ed separa tely from PPE as they are 
budgeted from the same code. Therefore for such costs please refer to the PPE note 4 below . 

The rental income f1a ctuates annualy depending on the houses avail able for rent and those occupi ed as this is not core 
business for KOBWA. However the es timated rental inco me annually is R/E 0.4 million for all the houses availab le for rent. The 
rental income is is credited agai nst paya bles to the Parties as KOBW A does not have right to the funds. Such funds can only 
be give n to KOBWA through a decision by the JW C at whi ch point revenue shall be raised. 
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4. Property, p lan t and equi pm ent 

20 19 20 18 

Cost I Acc umu lated Ca rrying val ue Cost I Accum ulated Carrying value 
Va lu ation deprec iatio n Valua tion de preciation 

and and 
accumul ated accumu lated 
impairment impairm ent 

Buildings 63 970 840 \6.318,628) 57.652.212 63.970840 (4.192 .906) 59.777.934 
Furniture and fixture s 1 6 19.0 13 (948. 167) 670.846 1.586 875 (699.078) 887 .797 
Motor vehicles 3.295 .094 (2 038.576) 1.256.5 18 2.579.799 (1.547,555) 1.032.244 
Office equipment 404.463 (353.742) 5072 1 385 .081 (340.658) 44.423 
Computer Equipm ent 17 50.209 ( I 46 1,376) 288.833 1570 .007 (1. 27 1 3421 298 .665 
Mobile Units 792 964 (792.936) 28 792 964 (792 .9361 28 
Infrastructure 68.519. 140 (123 36224) 56.182.9 16 67 940.406 (8 12331 2) 59.817 094 
Dams and vVelrs 44 74825 . t7 1 ( 134.305 .220) 4 340 5 19 95 1 4 474.825.17 1 (89 .503 .690) 4.385 .32 1.481 
Dam Equipment and Pipelines 27.969 .830 (3.880 .975) 24 088 .855 27 969.830 (2.587.317) 25 .382 ,513 
Sundry Equipment 6603 315 (5 222 .975 ) 1380 340 6319 240 (4.672 938) 1.646 .302 
Implements 1.026.278 (972.476) 53802 1 026.278 (948.616) 77.662 

Total 4.650 .776,317 (168,6 31,295) 4,482,145,022 4,648,966,491 (114,680,348) 4,534,286,143 
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4. Pro perty, plant an d equipm ent (cont inued) 

Reco nciliation o f pro pert y, plant and eq u ipm en t . 2019 

BUild ings 
Furniture and (ixture s 
Motor ve hicles 
Office eq uipment 
Computer Equipmen t 
Mobile Units 
Infra structure 
Dams and W eirs 
Dam Equi pmen t and Pipe lines 
Sundry Equipm ent 
Implements 

O pen ing Additions Disposal s Depr ec iation Total 
bal ance 
59,777 .934 12.125.7221 57.652 .212 

887.797 32 138 (249 0891 670 .846 
1 032.244 7 15 294 (49 1.0201 1.256 518 

44.42 3 21.060 ( 1 696) ( 13 086) 50,7 21 
298.665 18[).202 ( 190.034) 288 .833 

28 28 
59.8 17.094 578 734 14.21 291 21 56 1829 16 

4385 .32 1,481 1 (44.80 1 53 1) 4 340 519 ~ 5 1 

25.382.513 11.293 558) 24.088 .855 
1.646.3 02 284 073 1550 035) 1 380 .340 

77.662 (23 .860) 53.802 

4,534,286,14 3 1,811 ,522 (1,696) (53,9 50,947) 4,482,145 ,022 

33 



Komati Basin Water Authority 
Annual Frnancial Statements for the yea r ende d 3 1 Ma rch 20 19 

Notes to the Annual Financial Statements 
Figures in Rand 

4. Pro pert y. pl ant and equ ipmen t (cont inu ed) 

Recon ciliation o f p ropert y, plant and eq ui pm en t - 2018 

Buildings 
Furniture and fixtur es 
MOlar vehicle s 
Offi ce equip ment 
Computer Equipment 
Mobi le Units 
Infrastructure 
Dams and Weirs 
Dam Equipmen t and Pipelines 
Sundry Equ ipment 
Implements 

Open ing 
ba lan ce 
6 1 893.7 16 

887.797 
1 183.428 

14 356 
3 t4.487 

28 
62.7 18.794 

4 430 073.326 
26 234.0 17 

2 70 746 
84.336 

Ad d it io ns Deprec iat ion Total 

(2 . 115.7821 59.777.934 
17 1.593 ( 171 5931 887 .797 
2 17.105 (368.289) 1.032.244 

43. 153 113.086) 44 423 
18 1 938 1197 760, 298665 

28 
159956 (4.06 1.6561 59 .817.Q94 

(44 751.845) 4.385.32 1.48 1 
442.155 ( 1.293.6591 25 .382 5 13 
352 455	 (776 .8991 1.646.302 
200 46 (26.720) 77.662 

4,585 ,475,031 2,588,401 (53 ,77 7,289) 4,534 ,286,143 

Exp endi tu re inc u rred to repa ir and m aintai n p ro pe rty, p lan t and equi pment as w ell as Investm en t pr operty 

In clud ed in St atem ent o f Finan c ial Perfor ma n ce 
Operating and administratio n cos ts 3.868 500 4.962.482 

The ass et regi ster in terms of the detailed as els IS avail able for review at the KO BWA Maguga offi ce during normal working 
days between 7:30am and 4pm. 

There are no commitme nls in respect of majo r assets or projects result ing in infrastru cture. The on ly budget is In terms of 
mo vable asse ls and small in frastructure arou nd the oHiees 

In the current or prior year addition s there IS no capit al ised Interest that was Included. 
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5. Intangible asse t s 

20 19 20 18 

Co s t I Accu mu lated Ca rryi ng valu e Cos t I A ccu mul ated Carryi ng va lue 
Va luation am o rt isati o n Va luati on amorti satio n 

an d and 
accumu lated a cc um u lated 
impa irm ent im p air m ent 

Compu ter softw are. other 175 .252 ( 175245) 175.25 2 (175 .2451 

Recon c ili at io n of int an g ible assets - 2019 

Comp uter softwa re 

Op en ing 
ba la nce 

Tota l 

Re c on ci l iat io n of in tangib le assets - 201 8 

Comp uter software 

Op ening 
b a lan c e 

TOlal 

Other info rm ation 

The Intangible assets relate to softwa re which IS due for rep lacem ent but has not ye t bee n repla ced. Due to Ihe fact thal rt is 
stili being utili sed it can not be derecogni sed . howev er its repla cement by a newer vers ion would be In the nex1 12 month s. 
Such softw are does not hav e resale value and any previ ou s patches were exp ensed as the y were no ! considered as upgra des. 
The software shall be dere cagnised once replaced . The expe cted cos t of rep lacement plus other additional saflware being 
acquired in the nex1 financia l year is bud geted at R/E 3 mi llion. a budget of which ha s been mad e and funds have been set 
aside and the procure met proce ss is underway 
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6, Guaranteed grant receivable 

Designated at amortised cost 
Guaran teed Grant Income - Capita l 231,527346 341,139 ,036 
Loans 100% guaranteed by the Governmen t of South Afri ca and back to back 40% by 
the Kingdom of Eswatin i. The loans repayment amount s are paid to KOBWA as part of 
the condi tional grant towards payment of the loans and the amounts are known . 
Guaranteed grant income is the present value of the funds receiv able from the 
Governments. 
Guaranteed Grant Income - Interest 249,6854 17 282,4 40,018 
Loans 100% guara nteed by the Governm ent of South Africa and 40% by the Kingdom 
of Eswatini. The interest relating to the loans are paid to KOBWA as part of the 
conditional grant toward s payment of the loans interest and the amounts are known. 
Guar anteed grant income is the present value of the funds rece ivab le from the 
Governmen ts. 

481,212,763 623 ,579,054 

Non-current assets 
A t amort ised cos t 384,849 468 481 ,212.763 

Current assets 
At amortised cost 96 363.295 142 366,291 

Guaranteed gra nt receivable is in respect of the Long term loans wh ich KOBWA borrowed for the construction of the dams . 
The loans are guaranteed 100% by the Gove rnment of South Afr ica and a 40% back to back guarantee by the Kingd om of 
Eswatini . 

On an annual basis, the Parties fund KOBWA an amount equal to the repayment of capital and interest of the loans. These 
amounts are fixed, determinable and guar anteed. The cashflows have been discounted to the net present value and disclosed 
as either capital or interes t. being amounts received to service capital loan repayments and Interest on loans . 

KOBWA has not recla ssified any financial asse ts from cos t or amorti sed cos t to fair value, or from fair value to cost or 
amortised cos t during the current or prior year. There is no creation and rele ase of provision for impa irment receivables as 
these financ ial asset s are for the repayment of the financial liabilities. 

2019 

Ope ning balance 
Cash Funding from parties 
Unw indin g finance income 

HAM BROS 
Bank Loan 
353 ,774,615 
(50 .625 ,000) 
52 ,124508 

Nedbank 
Loan 

50,221 ,836 
(33 ,734,516) 

339 ,940 

RMB Loan 

80802 ,349 
(54,819,307) 

1.298,751 

DBSA Loan 

138,780,254 
(58 ,294,917)( 197,473,740) 

1,344 ,250 

Total 

623 ,579 ,054 

55,107,449 

Total 355,274,123 16 ,827 ,260 27,281,793 81,829,587 481,212,763 

2018 HAMBROS Nedbank RMB Loan DBSA Loan Total 
Bank Loan Loan 

Ope ning Balan ce 352,4 13,178 83 ,070 162 13241 4,219 192,721495 7606 19,054 
Cash funding from part ies (50,625 000) (33734,516) (54,643,364) (564 51.637)( 1954 54,517) 
Unwinding finance income 51,986,438 886 ,190 3031 ,494 251 0,395 58,414,517 

Total 353 ,774,616 50 ,221,836 80,802,349 138,780,253 623 ,579,054 

7. Designated Project Funds 

Current liabilities 8,949,730 2,849,73 0 
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7. Designated Project Funds (continued) 

Designated Funds arise as a result of KOBWA being selected as an implementing agent for projects on behalf of the 
Department of Water and Sanitation South Africa. Further funds are from approved funds by the paties from money payable to 
them for the implementation of specific projects or acquisition of key KOBWA assets Such funds may be allocated at the 
request of KOBWA. The funds are either paid in advance into the KOBWA account or they are already in the custody of 
KOBWA at the time of approval of such projects or acquisitions As the projects are delivered. and all conditions are met, the 
funds are transferred to revenue. 

8. Prepayments 

Prepayments represent amounts paid to Eswatini Electricity Company prepaid insurance amounts covering a portion of the 
following financial year as well as some portion of pastel licence renewal. 

Description 
Prepayments 

2019 
250,319 

2018 
248,487 

9. Other Receivables 

Trade debtors 
Employee costs in advance 
Deposits 

206072 
196.537 

1,112,082 

7,864 
98,583 

1,112,082 

1,514,691 1,218,529 

The advances to employees are non-interest bearing and are repayable over an agreed period with the employee. The agreed 
period does not exceed a period of 9 months. The repayment of the advances are recovered through payroll. The advances are 
provided to employees to assist in furthering their studies. 

Deposits 

Deposits are in respect of a revolving fund deposited and managed by FinCorp R/E 1 million, as well as for ESKOM R/E 
112.083. The revolving fund is for the benefit of people within the basin establised as part of the dam construction and the 
affected communities borrow for projects based on a set criteria. The managing fund is an authorised financial services 
organisation in terms of Eswatini and charge interest on the borrowings which cover the running costs of the fund. The fund is 
still 1 million from the reports submitted by the fund managers There has been no movement in the current year. 

The trade and other receivables were reviewed at the reporting date for Impairment and it was viewed that none were impaired. 

10. Receivables from non-exchange transactions 

Government of South Africa 33,634051 60556,202 
Kingdom of Eswatini 1078,425 2,887,943 

34,712,476 63,444,145 

The Balance represents grant receivable not yet paid by the Parties at the reporting date. The Governments have a bi-Iateral 
agreement through the treaty which is open ended. Previously the Government have always paid up the outstanding amounts 
The amounts therefore do not have a credit risk as the Governments have always honoured the provisions of the treaty. 

11. VAT receivable 

VAT 3,344228 2,803,274 
Provision for impairment (1849390) (1849,390) 

Balance 1,494,838 953,884 

37 



Komati Basin Water Authority 
Annual Financial Statements for the year ended 31 March 2019 

Notes to the Annual Financial Statements 
Figures in Rand 2019 2018 

11. VAT receivable (continued) 

Included in this bala nce is an amount equa l to R/E 1 849 390 (20 18 R/E 1 849 390) that was cons idered doubtful and a 
provision was raised. Recoverabi lity of this VAT receivable is doub tful although not definitely irrecoverable and has been 
impaired. Prudence requires an allowance be created to recog nise the potential loss arising from the possibi lity of incurr ing bad 
debts . The allow ance for doubtfu l debts reduces the receivable balance to the amount that KOBWA prudently estimat es to 
recover in the future. 

12. Cash and cash equivalents 

Cash and cash equivale nts cons ist of: 

Cash on hand 17,500 14,914 
Bank balances 19,581 .528 9131,616 
Short-term deposits 16 027 595 10,170 688 

35,626,623 19,317,218 

All funds are under the management of KOBWA, however the Authori ty may not use beyo nd the amounts due to her. Therefore 
desig nated funds, unspent gran ts, amou nts payable to the Parties and reserves may not be used unless if such funds have 
bee n allocated to a project to be Implemented by KOBWA . However KOBWA may place such funds in short term investments 
for the purposes of bearing interest. 

13. Maintenance Reserve 

The maintenance reserve was approved by the Board of Directors and the Joint Water Comm ission as an 
Initiative to crea te, ove r a period of time a Rehabi litation Fund with a maximum capital contribut ion of R/E 5 000 
000 . This viewed as one of the components of the business continuity plan aimed to rehab ilitate the dams when 
required . The fund was initiated with the approved amoun t of R/E 2 650 000 during October 2006 . A second 
transfer of R/E 2 350 000 was approved by the board at their meeting held on 2 July 2007. Between 1 April 2007 
and April 2010 interest earned on the fund was not reflecte d in the summary income statem ent but credi ted 
directly to the statem ent of fina ncial positi on to esca late the Re haol latron Fund . However, the Board of directors 
passed a reso lution on 19 Apri l 2010 that future intere st earned from Rehabilitation Fund be reflected as income 
and not used further escalate the rehabi litation Fund. The rehabilitation process commenced in the 2014 financial 
period . No add itional amount has bee n spent on rehabi litaron since then. This reserve relates to refurbishment 
and replacement of cap ita l dam asse ts and compone nts. 

Description 2019 2018 
Maintenance Reserv e 5,532,330 5.532.330 

14. Unspent Conditional Grant 

Unspent gra nts represent condi tional grants that remain unspent at the reporting period . These are payab le back to 
the Gove rnment of South Africa and the Kingdom of Eswa tini in proportio n to their contribution and is recog nised 
as a liability in the financial statements In the following financial year such grants are only utilised upon approval by the JWC 
as the condi tion can only be met in the respective financial year in which the budget relates Such app rova l wou ld be eithe r for 
other projec ts design ated by the JWC in which case revenue would be recognised to the extent of the amo unts approved . for 
reducing the amount payable by the Part ies in future financial years or the Parties may reques t the funds to be paid back. 

Movement during the year 

Balance at the beg inning of the yea r 
Utilised during the year 
Additions duri ng the yea r 

2,63 1237 

1,849 .725 

4325.820 
(2.115 ,973) 

421,390 

4,480 ,962 2,631,237 
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15. Other financial liabilities 

At amortised cost 
HAMBROS Bank Limited Loan 

Rand Merchant Bank Holdings Limited Loan 

Nedbank Limited Loan 

Developme nt Bank of South Africa Loan 

375 ,000000 375000,000 

25 ,571625 72.263 .398 

15.978 .511 45.462 .826 

75,795,381 144,483 ,884 

492,345,517 637,2 10,108 

Total other financial liabilities 492,345,517 637,210,108 

Hambros Bank Limited 

The Loan consists of registered bond s with a face value of R/E 1 million each. The bond's coup on rate is 13.5% 
with an effective interest rate of 14.87% per annum The coupon is payable bi-annually in arrear s. The balance of 
the unpaid intere st is accumulated with the capital and is payable on the maturity date on 31 October 2027 to the 
amount of R/E 375 milli on . The loan is explicitly guaranteed 100% by the South African government The 
Kingdom of Eswa tini guarantees 40% of the loan to the government of South Africa . 

Nedbank Limited 

The loan is an additional facility sec ured to complete the construction of the Maguga Dam. The loan bea rs 
interest at 9.425% pe r annum The interest and capital is repayable in monthly insta llments commencing on 30 
September 2003 . The liability is guaran teed 100% by the South Afr ican Government and has a back guarantee of 
40% from the Kingdom of Eswatini . The total loan value of R/E 233 million is structured by promissory notes as 
agreed to by both Partle s.The loan is payab le on the matur ity date in September 2019 

Rand Merchant Bank Holdings Limited 

The loan is an additional faci lity secured to comp lete the construct ion of the Maguga Dam. The loan bears 
Interest at 11.24% per annum. The interest and cap ital is repayable in monthly installments commencing on 6 
August 2002 . The liability is gua ranteed 100% by the South African Governm ent and has a back guara ntee of 
40% from the Kingdom of Eswatin i. The total loan value of R/E 380 milli on is structured by promissory notes as 
agreed to by both Part ies.The loan is payab le on the maturity date on the 6th of Augu st 20 19. 

Development Bank of South Africa 

The loan is an additional facil ity sec ured to complete the construction of the Driekopp ies Dam The loan bears 
interest at 10% per annum. The interest and capital is repayable in six-mon thly installments payable on the first 
day of the half year. The liability is guaranteed 100% by the South African Gove rnment The total loan value of 
R/E 488 401 000 is structured by promissory notes as agreed to by both Parties.The loan is payable on the 
maturit y date on the 30th of Sep tember 2020 . 

Non-current liabil it ies 
At amo rtised cos t 400.401.447 506 ,644 146 

Current liabilities 
At amortised cost 91 ,944.070 130,565,962 
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16. Provisions 

Reconc iliation of provisions - 2019 

Severa nce pay 

Opening 
Balance 

50,416 

Utilised 
during the 

year 
(50,416) 

Total 

Reconciliation of provisions - 2018 

Seve rance pay 

Opening 
Balance 

30,916 

Additions 

19,500 

Total 

50 ,416 

17. Accruals 

Description 2019 2018 
Bonus & 13th Cheq ue 306,383 270002 
Leave Pay 244,4 74 302 ,978 
Acc rua ls 517 ,337 2,232,3 43 

1,068,194 2,805 ,323 

18. Payables from exchange transact ions 

Trade pay ables 2,550285 3,579 ,663 
Employee related pay abies 94,632 62 .143 
Interest on Loans 237 ,404 674 ,92 1 

2,882 ,321 4,316 ,727 

19. Government Payables (non· exchange) 

This represents income received by KOBWA other than grants that are in the process of being decl ared to the 
Joint Water Committee . In accordance with the Treaty, all non-grant income must be dec lared to the JW C which 
wi ll approve and allocate these funds . Until such time that this process is comp lete , KOBW A is not ent itled to the 
funds. Instead, these funds are payable to the respective govern ment s of RSA and Kingdo m of Eswatin i. The general ratio of 
con tribution between the Governme nt of South Africa and the Kingd om of Eswatini is 60:40, however the allocation also 
cons iders actual contributi ons made, funds spec ific to one government as we ll as draw downs made by each part y. 

Reconciliation of Government Payables 2019 2018 
Ope ning Balance 11,774,891 17.281 ,335 
Additions durin g the year 3,944 .105 
Approved and A llocated to projects (9,325 ,065 ) (5,506,444 ) 

6,393,931 11,774 ,891 

Bank Interest Payable 1,265.808 7,906 ,369 
Rental Payable to Gove rnme nts 4,386 .080 3320,448 
Gate Entrance fees Payable to Governments 585 ,068 449 ,015 
Other Govern me nt Payables 156.975 99,059 

6,393,931 11,774,891 
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20. Government grants and subsidies 

Revenue
 

KOBW A receives grant funding from the Parties on an annu al basis to fund its operations and to enable it to repay its debt. The
 
conditi on of this funding is for KOBWA to utilise it in the year in whi ch it is receivable . The portion of grant that is not utilised is
 
recorded as Unsp ent grant in the Stateme nt of Financial Position .
 

Only the portion of the gra nt that relates to operations is recorded as revenu e.
 

The grant portion that relates to servicing of KOBWA loans is recorded against Guaranteed receivable income in the Statement
 
of Finan cial Positi on . 

Conditional Grant Income 
Conditional Operation grants received 
Condit ional Ope rational grant received 
Miscellaneous other income 

- RSA 
- SO 

36,4 40225 
10.85 1.520 

221 ,399 

29 .998 ,851 
9,942,7 55 

47 ,513,144 39,941,606 

Other income R/E 22 1,399 relat es to funds in respect of profit on sale of vehicles which was approved by the JWC to add to 
the purchase o f repl acem ent vehicles . Such fund s would ordinarily be repayabl e to the Parties. The funds we re recognised as 
other income after the approva l of the funds to be uti lised by KOBW A. 

Cash flow statement: Grants Receivable 

The grant receipt s disclosed in the cash flow statement inclu des the total funding/grants received from the Parties. both
 
ope rational and debt servicing.
 
The tab le below reconciles the total grant receiv able for the year and where It has been recogni sed in these financial
 
stat ements.
 

Total cash receivab le 246,6 15 210 235,817.512 
Recogn ised as Revenue in the Stateme nt of Finan cial Perform ance (47 ,29 1,745) (3994 1,605) 
Recogni sed as redu ction in Guaranteed Income (197,473 740) (195,454,517) 
Unspen t Grant (1 849,725) (421,390) 
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21, Employee related costs 

Basic 18 581,875 16.429,114 
Staff Workm an's Compensation 42.76 1 5,029 
Skills Developm ent Levy 47,259 65,925 

18,671,895 16,500,068 

Chief executive officer 

Annual Remuneration 1,487070 1,464872 

Finance Director - appointed 01/09/2017 

Annual Remun eration 9 16,728 4991 54 
Acting Allowa nce 105,552 

1,022,280 499,154 

Director operations - resigned 04/01/2019 

Annual Remuneration 759207 890 130 
Termin al benefits 70 270 

829,477 890 ,130 

Director Operations - Appointed 1/03/2019 

Ann ual Remuneration 73,405 

Director Corporate Services - Appointed 01 January 2019 

Annu al Remun eration 214,490 

Director corporate services - resigned 31/03/2018 

Annual Remunera tion 869730 

22. Depreciation and amortisation 

Description 2019 2018 
Depreciation Property Plant & Equipment 53 ,950 ,946 53 ,777 ,289 
Depre ciation Investment Property 502,426 502 ,426 

54,453,372 54,279,715 

23. Finance costs 

Non-curr ent borrowings 71.180 .602 84 ,963,005 
Other interest paid 31.724 2,776 

71,212,326 84,965,781 
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23. Finance costs (continued) 

Reconciliation of Finance Cost from non-current borrowings 2019 2018 
HAM BROS Loan 50,625,000 50,625,000 
Development Bank of South Afric a 9880 ,582 15,477,635 
Rand Merchant Bank 6,424,8 18 11,592,728 
Nedban k 4,250,201 7,267,641 

71,180,601 84,963,004 

24. Operating and administration expenses 

ISO Certification 95,543 119,862 
Advert ising, Marketing and Publicity 623 ,853 1,662469 
Assessment rates & muni cipal charges 840,995 859404 
Auditors remuneration 319,015 211,44 5 
Bank cha rges 208 ,252 1483 74 
Computer expe nses 474,962 632,546 
Consulting and professional fees 258,185 183,072 
Corpo rate Soc ial Respon sibilit y 344,025 586,698 
Entertainment 48,20 3 22,932 
Loans Ma nagement Costs 130,374 184,346 
Office Ma intenance Costs 1,0137 84 1,146,493 
Insur ance Costs 802 ,980 982.1 39 
Consult ing Costs 58.440 1,065,5 58 
Vehicle Costs 1 108,398 1 182,259 
Travel Cos ts 362 ,927 485,4 55 
Honorarium 77599 71000 
Staff Recru itment Costs 511,157 368785 
Postage and courier 30,533 39,46 4 
Printing and stationery 299.456 456,070 
Protective clothi ng 141,174 239,163 
Secretar ial fees 242856 306,9 71 
Secu rity (Guarding of property) 2,233421 2,352,507 
Staff welfare 319875 316,429 
Subscriptions and memb ership fees 145,270 130,496 
Telephone and fax 1,552.463 890711 
Training 1.192 623 950,832 
Dams Op s & Maintenan ce 109,583 98 ,570 
Comunication - Dam Management 63 ,590 154,041 
Electricity 841,212 871,934 
Treaty review costs 164, 121 175,865 
LMP C Allowan ce 231,591 167715 
Dam Ma intenance General 430 ,816 583,493 
Dam Structure Maintenance 1,730,695 2,329,992 
Dam enclosure - fenci ng 14,624 14,008 
Tractors and trailers maint enance 43,144 79,80 1 
Generators and other equipment 351.733 233,223 
Informa tion centre management 289 ,239 283 ,24 1 
Boats and trailers 34.786 102,133 
Motorbikes mai ntenance 13,694 8,568 
KOBWA houses maintenan ce 526,784 715,565 
Water qual ity and dam risk man agement 1076 398 2,04 1 055 
Projects Other costs 119,630 

19,358,373 23,574,314 

25. Taxation 

No provision for income taxation is made as Komati Basin Wa ter Authority is exempt from incom e tax in both South Africa and 
Eswatini. 
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26. Cash generated from op erations 

Deficit 
Adjustments for: 
Depreciation and amortisation 
Debt impairment 
Movements in provis ions 
Changes in working cap ital : 
Rece ivables from exchange transactions 
Receivables from non-exchange transactions 
Prepayments 
Payab les from exchange transactions 
VAT 
Payab les from non-exchange transa ctions 
Unspent Condit iona l Grant 
Guaranteed grant income 
Accruals 

(61 ,075 373) (828 13 145) 

54,45 3,372 54.279 .715 
1,849 390 

(50 4 16) 19.500 

(296 162) 883.835 
28,73 1,669 (54,4 20.800) 

(1832) (112 586) 
(14344 08) 546,221 

(540954) (241 ,917 ) 
720 ,738 (5 506,444) 

1 849,725 (1,694,583) 
142,366 ,290 137 039,995 

(1,737 129) 1.725 767 

162 ,985 ,520 51,554 ,948 

27. Contingencies 

In 1996 the Auth ority entered into an agreement with Maguga Power JOint Venture ("MPJV"), which contained a 
clause that Kom ati Basin Wa ter Authority ("KOBWA") would refund the MPJV any withh olding invoices received 
by KOBWA from thr MPJV in terms of a contract entered into between the two Parties. KOBWA , through the use 
of a memorandum of understand ing delegated the respon sib ility for paying the refunds to Eswatini Electricity 
Compan y ("EEC") in 2004. Since then , MPJV has been demanding a refund from EEC of all w ithhold ing taxes on 
the contract. Having delegated the responsib ility to make any further payments , KOBWA is disput ing the cla im as 
the directo rs are of the view that the Authority has not breac hed its agreements with MPJV . There are ongoing 
negotiations between KOBWA and EEC to respond to the demand made by MPJV The total amount claimed by 
MPJV is R/E 4589623. KOBWA has not recognised any liabilities relating to the matter as the negotiations are 
ongoing and at this point it is improbable that it will resu lt in a payment, therefore due to the unlikelihood of KOBWA being 
required to settle, a liab ility is not recorded 
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28. Related parties 

Relationships 
Directors of KOBWA Refer to note 29 
Govern ment of South Africa 
Kingd om of Eswatini 
Key management and empl oyees Refer to emp loyee related costs note 21 

Related party balances 

Grants receivable at year end 
Grants receivable at year end 34.7 12.476 63.4 44.145 

Payables - Designated Funds 
Designated Funds 8949 730 2849 .730 

Loans to employees 
Loans to employees 196.537 98583 

Unspent grants 
Unspent grants 4,480962 2.631 ,237 

Guaranteed Income receivable 
Guaranteed Income receivabl e - non-current 384.849.468 481212,763 
Guara nteed Income receivabl e - current 96.363 295 142366295 

Related party transactions 

Revenue 
Conditional operation al grant Income for the year 47,513,144 39.941,606 
Finance Income 55.107,4 49 58,414.517 

Refer to note 20 for a reconciliati on of total actual grants receive d for the year 

Compensation to key Management 
Compensation to key Manage ment 3,626722 3723,886 

Compensation to directors 
Directors fees 689064 558,598 

Key management information 

Remuneration of management 

Executive management 

45 



Komati Basin Water Authority 
Annua l Financial Statements for the year ended 31 March 2019 

Notes to the Annual Financial Statements 
Figures in Rand 2019 201 8 

29. Directors' emoluments 

Non-executive 

2019 

Ms E Magagula 
Mr B Singwa ne 
Mr A Thobejane 
Mr L Mzizi 
Dr T Gyedu -Ababio 
Ms N Mabuza 

Directors' fees 

112,193 
72,077 
68,977 

119.453 
72,459 
56,293 

Subsistence 
and travel 

32,426 
33.621 
34,720 
47,53 1 
13,791 
25.523 

Total 

144,619 
105,698 
103.697 
166.984 
86.250 
81,816 

501,452 187,612 689,064 

2018 

Ms E Magagula 
Mr B Singwane 
Mr A Thobejans 
Mr L Mzizi 
Dr T Gyedu -Ababio 
Ms N Mabuza 

Directors' fees 

46.598 
45,7 48 
50380 
86,303 
33,020 
75.177 

Subsistence 
and Travel 

26,694 
3.747 

48 .147 
46,878 
26,808 
69,098 

Total 

73292 
49.4 95 
98527 

133,181 
59 828 

144.275 

337 ,226 221 ,372 558 ,598 

Company Secretary 

2019 

Secretarial Total 
Mr M Simelane 242,856 242 856 

2018 

Secretarial Total 
Mr M Sime lane 306,971 306971 
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30. Change in accounting framework 

As noted at note 1.3, the KOBWA Board resolved to adopt GRAP as the report ing fram ework for the enti ty. In 
previo us yea rs, KOBWA repo rted under IFR S. 

KOBWA is not a commerc ial ent ity and is wholl y funded by the So uth Afri can and Eswat ini governments . It 
manages infrastructure assets under the Tre aty in orde r to ach ieve its obj ect ive, being the conservation and 
m anagement of water resources in the Koma ti Basin. Whilst KO BW A is not regulated by a gov ernmental 
admi nist ration act in South Africa or Eswat ini, it is rega rded as a government organ isat ion . 

The app lica tion of GRA P as a reporting framework elim inates some of the complex ities under IFRS such as the 
different de finition of an asset between the two frameworks . 

The app lication of GRAP has retrospective ly been app lied to the Statement of Financial Position as at 1 April 201 7 
and 30 March 201 8. The Statement of Financial Pe rforman ce for the 20 18 financial year has bee n resta ted . 

These financia l statements therefore supersed e the financ ial statements previously issued under IFRS . 

The following tables presen t the adjustments made to the Statement of Financial Pos ition to repo rt under GRAP as 
at 1 A pril 20 17 and 30 March 2018. On ly the im pacted balanc es have been disclosed. 

Statement of financial pos it ion 

Note As previously Change in Restated 
reported accounting 

framework 
Guaranteed income receivable 760,619 055 760.619 055 
Financial Liabilities (721862.392) 102 336075 (619,526,317) 
Deferred Income (6,468 880) 6,468.880 
Accumula ted Surplus :3,803,130,873) (869,424010l:4,672 554,883) 

2018 

Note As previously Change in Re- Restated 
reported accounting classification 

framework 
Property. plant and equipment 4 4,534284,446 1.697 4,534 286,143 
Non-current assets held for sale 1,697 (1,697) 
Guaranteed income receivable - current 6 142,366 291 142.366 291 
Guaranteed income receivable - non-current 6 481.2127 67 481 ,212 767 
Other Receivables 9 2,173,261 (9547 32) 1,21 8,529 
VAT Receivable 11 953.884 953.884 
Financial liabilities - non-current 15 (600,215,533) 93 571.387 (506 644,146) 
Deferred income (7,467,183) 7,467,183 
Payables from exchange transactions 18 (2,751,221) (1566,359) 848 (4,316,732) 
Accumulated surplus (opening balance) :3,866,690,469) (723.051,269) - :4,589,741,738) 

47 



2018 

Komati Basin Water Authority 
Annual Financial Statem ents for the year ended 31 March 20 19 

Notes to the Annual Financial Statements 
Figures in Rand 20 19 20 18 

30. Change in accounting framework (continued) 

Statement of financial performance 

2018 

Note As previously Change in Re­ Restated 
reported accounting classification 

framework 
Revenu e from non-exchange transactions 20 235 ,964 ,180 (196022,574) 39,94 1,606 
Finance Income 20 584 14,517 584 14,517 
Fair Value Adjustme nts 8,764 ,688 (8,764,688) 
Finan ce costs 23 (84 ,963,004) (2,776) (84 965,780) 
Operating and administration expenses 24 (40,0 77,163) 5 16,502844 (23,574 3 14) 
Depreciat ion and amortisation 22 (54 279 7 15) (54 279,7 15) 
Debt impa irmen t (1849,390 ) ( 1,849,390) 
Empl oyee related cos ts 21 ( 16,500 068) (16,500,068 ) 

Deficit for the year 63,559,596 (146,372,740) (82,813,144) 

Cash flow statement 

Cash flow from operating activities 
Cash received from grants 
Cas h paid to supp liers and empl oyees 
Finance costs 
Cash paid to suppliers 
Cash paid to employees 

Note 

26 
26 
26 
26 
26 

As previously 
reported 

179,921,811 
(43.403,858) 
(84 288 083) 

Change in 
accounting 
framework 

(1,565, 520) 

(674,92 1) 
1,565 519 

Re- Restated 
classification 

178,356 291 
43,403,858 

(2,775) (84 965,779) 
(26 ,901,014) (25,33 5,495) 
(16,500 068) (16,500,068) 

52,229 ,870 (674,922) 1 51 ,554 ,949 

Cash flow from investing activities 
Purchase of Property Plant & Equipme nt (2 588,402) (2,5884 02) 

Cash flow from financing activities 
Repayment of financial liabilities (89,976,633) 674,921 (89 ,301712) 
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30. Change in accounting framework (continued) 

Change in accounting framework 

The entity adop ted GRAP acco unting framework for the first time in the current financial year from IFRS. The prior year 
reporte d amounts have been restated to comply with the GRAP requirements . The follow ing chan ges have been effected 
as a result of changes in accounting policies: 

Guaranteed grant income asset 

KOBWA acquired loans at its incept ion for the construction of dams which are fully guaranteed by the Parties. KOBWA 
receives funding from the Parties to service the loans. Given that this funding is gua ranteed, a financial asset has been 
recorded (refer to note 1.9). On conversion to GRAP, an asse t was raised at transition date, with a corresponding cred it to 
the retained income to account for the present value of the rema ining guara nteed payments from the Parties. The impact of 
this change at transition is R/E 760 ,619,055 and in 2018 is R/E 623 ,579 ,055 As time passes , the unwinding of interest on 
the present va lue of the asse ts, are recorded as finance income (refer to revenue from non-exchange transactions below) 

Financial liabilities 

All loans under GRAP are stated at amortised cost. The HAMBROS loan was previous ly recorde d at fair value . An 
adjus tme nt was made to bring the HAMBROS loan balance to its amortised cos t with a correspo nding adjus tment to 
accummulated surplus for an amount of R/E 102.336 075 in 20 17 and in 2018 of R/E 93,57 1.387 

The 2018 State ment of Financial Perform ance has been adjusted by reversing the 2018 current year fair value 
measurement on the HAM BROS loan of R/E 8,764,688 

Deferred income 

Under IFRS , grant relati ng to assets (PPE) is recogni sed through use which would be through the depreciation of the 
asse ts. Therefore a deferred income asset was raised under IFRS, which was adjusted annually with the effect of 
depreciation and add itions and the cor respondi ng amounts agai nst grant income. With the adop tion of GRA P. all the gran t 
income accrues to KOBWA as the cond itions are met Immediately the grant becomes payab le to KOBWA except for the 
unspent grant. To that effect the deferred income amount of R/E 6.468,880 at transition date R/E 7,467 ,183 at 2018 has 
been released to Accum ulated surplus . 

Accumulated surplus 

As a resu lt of the above changes and in terms of the transi tion to GRAP. the accumulated surp lus was adjuste d accordingly 
in respect of the changes as per the 2017 and 2018 tables above . The net effect of such changes to the accumul ated 
surp lus in 2017 is R/E 869,424,010 and in 2018 is R/E 723 051 .269 . 

Revenue from non-exchange transactions 
Grant income as previo usly reporte d in 2018 has been reduced by R/E 196022,574 which is the portion of the gra nt 
received for the servicing of the KOBWA debt. This amount has been recorded aga inst Guaranteed income rece ivab le. 
Finance income has been increased by R/E 58,4 14,517 which is the unwind ing of interest on the guaranteed grant 
receivable noted above. 
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30. Chan ge in ac counting framewo rk (c onti nue d) 

Reclass ifications 

Property, plant and equipment 

In financia l yea r 2018, KOBWA recorded assets held for sale in terms of IFRS 5 to the value of R/E 1,698. However GRAP 
100 caters for discontinued operatio ns and not for assets held for sale. As such , those assets have been reclassified back 
to PPE in terms of GRA P increasing the value of PPE. Other than that. there is no changes to PPE. To bring more clarity on 
disc losure of PPE , the Furniture and Fittings was split into Furniture an Fittings. Office Equipment and Sundry equipment 

Non-cu rrent assets held for sale 

In financia l yea r 2018, KOBWA recorded assets held for sale in terms of IFRS 5 to the value of R/E 1,698 However GRAP 
100 caters for discontinued operations and not for asse ts held for sale. As SUCh. the asse ts have been reclassi fied back to 
PPE in terms of GRAP . The effect being that this line is taken off the financial statements . 

VAT receivable 

VAT has been rec lass ified out of rece ivables from exchange transactions and are now separately disclosed . 

Employee related costs 

Employee related costs have been separately discl osed on the face of the statement of financial perfo rman ce out of 
operating expenses. 

Operating and administrat ion costs 

All the operating and administration expenses have bee n grouped toge ther and the employee related costs have been 
reclass ified. 

31. Comparative figures 

Comparative figure s as presented in the finan cial statements have been restated to be in line with the requirements of GRAP. 
The financial sta teme nts were previo usly presented using IFRS and have adopted GRA P for the first time in the current year. 

32. Risk management 

Financial risk management 

The entity'S act ivities expose It to a variety of financial risks : mar ket risk (including currency risk, fair value interest rate risk, 
cash flow interes t rate risk), credit risk and liquidi ty risk. 

The entity 's over all risk management program focuses on the unpredictability of financial markets and seeks to minimise 
potential adve rse effects on the entity's financial pe rformance . The board of directors provides written principles for overall risk 
management, as well as writte n polic ies covering specific areas . 

Liqu idity risk 

Prudent liquidity risk management for KOBWA implies maintaining suffic ient cash and easi ly convertib le deposits, the 
availabi lity of tim ely funding throu gh grant from Governments following submission and approval of budget as well as reminder 
letters in respect of such budge t As enshrined by the treaty, it also includes the availabi lity of surplus fund s or access to short 
term credit facil ities to mit igate for late payment of subve ntions. 

The entity 's risk to liquidity is a result of the funds ava ilable to cover futu re commi tments. The entity manages liquidi ty risk 
through an ongo ing review of future commitments and credit facilities. 

Cash flow forec asts are prepared two months before the beg inn ing of each quarter and request or reminder letters sent to the 
Govern ments to allow them to follow internal processes to pay the grant by the beginn ing of each quarter 
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32. Risk management (continued) 

Credit ris k 

Cred it risk consists mainly of cash dep osits, cash equ ivalents, and Governments receivable The ent ity only dep osits cash with 
major banks with high qua lity credit standing and limits expo sure to any one counter-party. 

Receivab les comprise dep osits , emp loyee advan ces as well as grants receiv ables . The utilisation of credit limit is regularl y 
monitored based on the performan ce by Governments in mee ting thei r sub vention s. Most of this is limited to delay in funding 
than actual non-payment and this is moni tored through the risk register and financia l reports to both Board and JWC . 

33. Going concern 

The annua l financia l state ments have been prepared on the basis of accounting policies app licable to a go ing concern . This 
basis presumes that funds will be available to finan ce future ope rations and that the real isation of assets and sett lement of 
liabilities, contingent obligatio ns and commitments will occur in the ordinary course of business. 

The Part ies honor the ir commitment to the operati ons of the enti ty and have ensured contribution of the ir subventi ons . The 
dire ctors have sat isfied themse lves that the entity is in sound financial posit ion and its foreseeab le cash requ irements for 
operationa l costs and loan repayments are guaran teed by the Parties as disclosed in the notes to the financial statemen ts. The 
directors are not aware of any new material changes that may adversely impact the entity. The dire ctors are also not aware of 
any material non- compliance with statutory or regulatory requi remen ts or of any pending changes to legislation which may 
affect the entity. Accord ingly, the financial statements have been prepa red on a going conc ern basis. 

34. Events after the reporting date 

No material transa ctions occured from year end to the date the annual financial statements were authorised for 
issue that may necessitate disclosure in the current financia l statements . 
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