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1. PROFILE

1.1. Scope of Report

The Annual Report covers the company's governance, financial, social responsibility, and
environmental, broader economic and overall sustainability performance for the period 1 July 2009 to
30 June 2010. The report also covers the future plans and value generating strategies that the

company intends to embark on in the next few years.

This report is compiled in terms of Section 121 of the MFMA and Section 46 of the MSA. The Annual
Financial Statements were prepared in accordance with South African Statements of GRAP with the
prescribed South African Standard of GRAP, the Companies Act and the MFMA.

1.2. Profile

1.21. Company Profile

The company owes its origins to the establishment of the fresh produce market at the Market Square
in central Johannesburg in 1887 where three thousand people congregated at this market to trade in
fresh produce. As the city grew so did the trading of fresh produce. This prompted the building of a
new facility in Newtown in 1913. The Market achieved an annual turnover of R1.5 million in 1913. The
premises in Newtown became too small and by 1974 the market relocated to its current location in
City Deep.

The company is a municipal entity and is 100% owned by the COJ. The Market is a commission
based business where producers deliver their produce to market agents who in turn then sell the
produce to buyers. The market's primary income is earned through a 5% non-negotiable commission
on the selling of all fresh produce at the market.

The company recorded an annual turnover of approximately R3.6 billion and has a staff complement
of 281 employees as at end of the financial year, 2009/10. In an international context, the company is
the biggest fresh produce market in the world in terms of volume of fresh produce traded. The
company is used as a price determiner for fresh produce in South Africa as it commands more than a
third of the national market share in both volume and turnover and trades twice the volume of fresh
produce of the second biggest market, namely the Tshwane Market.

The Market Agents and tenants at the Market employ more than 6 000 employees in total. There are
approximately 16 000 registered farmers on the Market's database and approximately 40 000 people
visit the Market on a daily basis. Customers who buy fresh produce at the Market come from all over




South Africa as well as SADC member countries, amongst others Botswana, Zambia, Namibia,

Mozambique and other countries.
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a} Office of the CEO

In addition to his responsibilities as accounting officer, the CEQ specifically involves himself with the
following functions:

+ Strategic support and strategic planning;
¢ International relations;
¢ Internal audit; and

e Specific projects includes:

s Security services,;

« Consignment control;

¢ Risk management; and

e Occupational Health and Safety.

Strategic support mainly focuses on commercial risks and mitigation. Commercial risk management
includes the monitoring of the aiternative market ventures and activities by stakeholders to circumvent
the company. Major interventions include the redesign of Market Bylaws and the introduction of a new

licensing system for Market Agents and their sales forces. Strategic planning includes the




development of annual and three year business plans. The function is also responsible for longer term
strategic planning and trend analysis based on developments in many spheres of the fresh produce

industry. It provides input to an organization of regular strategic sessions.

The function of international relations is conducted by the CEC and a specialist. Special emphasis is
placed on the development of trading in the SADC region and other viable trading opportunities with
countries on the African continent and islands such as Mauritius. The company also holds
membership with the WUWM and the PMA. Head offices of these institutions are located in the
Netherlands and the United States of America, respectively. These organizations provide a platform to
ensure regular information flow to its members and facilitate networking opportunities. Innovation and
modernization information received at international conferences and expositions holds great value to

the planning processes of the company.

From the SADC region, the company is continuing to experience a growing number of buyers.
Distances and logistical challenges remain a major challenge and the company will be involved in

researching technologies and methods to enable the tapping of this market opportunity.

The internal audit function also submits reports to the Audit and Risk Committee. As part of its ongoing
campaign to ensure compliance, regular audits are conducted and reviews undertaken to support the
company in its quest to adhere to legislative compliance. The function also supports the effort to
comply with the principles of the King Codes on Good Corporate Governance. A fraud line is in place

and an audit plan to evaluate the unique operations of the company was introduced.

The security function provides for perimeter security measures o tenants and comprehensive
protection of the public, employees and assets of the company. The security section also focus on
commercial crime as numerous syndicates operate nationally in crimes affecting both fresh produce
stocks, as well as logistical equipment such as heavy duty trucks. A specialized training programme in
the latter regard is to be developed by the envisaged company academy.

Consignment control and consignment audits that are conducted ensure that all produce entering the
Market site is captured accurately to ensure that all income is recorded at the correct levels. It also
aims to protect the interests of both producers and buyers. In the latter respect, the CEQ performs the
role of an independent “referee”. Powers to conduct this role is inter afia embedded in the Market
Bylaws.

The risk management function is performed strictly in accordance with the policies of the CQOJ and the
corporate risk function of the SHU. A second phase project aimed at refining the risk portfolio in
accordance with the risk standards adopted by COJ is in the process of being implemented.




In terms of legislation, the Market is regarded as a factory in the application of the OHASA. The
unique relationship with tenants and Market Agents poses specific challenges. Both the annual COJ
risk assessment and the yearly risk assessment by the insurers ensure objective evaluation of

compliance to OHASA risk imperatives.
b) Operations
The functions performed by this department include the following:

« Commission business — regulation of trading;
s Cold storage and ripening;
» Maintenance; and

s Quality assurance.

Operations are the custodian of the services rendered to clients and for which an ad valorem Market
due of 5% is collected on the gross value of each consignment sold. Operations ensures orderly
trading practices and conducts the daily operations of the trading halls and services supporting trading

as well as providing cold storage and ripening services from which usage income is derived.

This function is also responsible for the maintenance of the facilities and equipment of the Market.
Critical installations such as the cold stores and ripening chambers are sensitive to even mild
deviations and require continuous avaiiability of trained support staff. This function is further supported
by a quality assurance inspection service ensuring product quality standards as well as food safety in
protecting the interests of consumers. In particular random tests are conducted to ensure that no

unduly high levels of agricultural chemical residues such as pesticides are present on produce.
c) Shared Services
This function provides the following services:

+ Human resources;
+ Wellness centre;
» Information technolegy — SPS trading system; and

« Company secretarial services.

Training and coaching employees in the fresh produce trading environment remains a challenge. It still
remains difficult to replace staff as skills in the industry are scarce and as a consequence the division
has embarked on a skills development plan. The latter inciudes the roll out of a purpose designed
trading academy. This function also performs the remuneration of staff and maintenance of human




resources records. It is further tasked with the function of labour relations and employee performance

assessment administration.

The Wellness Centre supports staff in terms of its mandate and speciat focus is placed on supporting
employees affected by HIV/Aids. Every aspect of fresh produce trading is managed through a purpose
designed real time electronic sales processing system generally known as the SPS system which
produces trading results on a continuous basis and disseminates data which is made available to
producers, buyers and other industry role players. It also serves as a payment system as the company
is the sole collector of all monies generated through trading. The SPS system is also linked to a
unigue financial system. The JD Edwards system enables post trading administration of monies, as
well as managing the financial accounting requirements of the company.

The company secretarial service supports the functions of the Board of Directors and report to the
CQJ. The application of the Market Bylaws and relevant agricultural legislation requires constant legal
support by this function. The vetting and drafting of commercial contracts also forms part of its

mandate.

d) Financial Services

The following portfolio of services is rendered by the above function:

» Financial management;

¢ Procurement;

+ Property services;

+ Asset control and insurance; and

» Cashiering services.

In addition to the collection of cash payments through its cashiering function, financial services Is also
responsible for the management of extended sales which implies a form of credit to accredited buyers.
Legislation affects the operations of this function through a unique trust accounting system as
provided for in terms of the Agricultural Fresh Produce Agents Act 12 of 1992.

Due to the nature and complexities of the trading environment a high level of prudency is required in
the performance of this function. Property rental income is the second largest contributor to the
income of the company. Supplementary income is derived from penalties and related fees such as
cash handling fees. Clients operate diversified activities at the Market which require in general a high
level of risk awareness and as a consequence regular risk and housekeeping assessments are
conducted. The procurement function is focused at ensuring the delivery of quality services and

utilization of targeted service providers in terms of the company’s procurement policy.
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e) Marketing and Communications

The department performs the following functions:

» Key account management,
+ Stakeholder relations;

s Customer care;

» Marketing research;

» Promotions; and

+ Corporate social investment.

This function is mainly conducted from a business-to-business perspective. Clients are dispersed
across South Africa and the SADC region. In view of its international affiliations, the company is to
constantly keep itself abreast of international tendencies in fresh produce marketing. The company is
actively involved in the activities of the WUWM as well as PMA.

The department also plays a vital role in the Corporate Social Investment program of the company and
administers the food bank system. Marketing and Communication activities include participation in

exhibitions, media projects and Industry related conferences and seminars.

The department also conduct regular marketing research to measure performance of the company
and its stakeholders housed in the Market premises.

1.2.2. Vision, Mission and Values

Vision

To be the preferred world class African fresh produce Market.

Mission

To build long-term sustainability and promote socio-economic transformation through the provision of
world-class facilities and services to the fresh produce industry.

Mandate

The company is mandated to manage and operate the fresh produce market facility located in City
Deep.
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1.2.3. Strategic Objectives

The company's strategic objectives are aligned to the IDP and GDS as encompassed in the
programme applicable to the current mayoral term which commenced on 1 July 2006. The company's
strategic objectives are aligned to the IDP in the following areas and key achievements are indicated

in each case:

In respect of the ABEDP, the company has succeeded in the quest to intervene in townships and
underdeveloped areas. Projects and programmes were instituted in the Vhembe Municipality which
would enable BEE producers to supply BEE Market Agents operating on the company and in turn
would then be distributed to buyers operating in various townships. As part of the process, the
company has also reviewed its programme at the SEZ and commenced with the training and
development of young entrepreneurs to operate with structured support once the SEZ is fully rolled
out. As a further intervention embodied within the ABEDP, the company exceeded its target of
reducing debtor days to 32 days. This was mainly achieved through enhanced contract management,

the installation of supplementary services meters and the establishment of focused client forums.

The conceptualization of a treasury function to facilitate credit management was also completed and it

is foreseen that implementation will commence during the 2010/2011 financial year.

In respect to the BEE Support Programme, the following achievements were recorded:

« The NVC program was introduced in a compliant facility where packing of fresh produce hampers
and fruit bouquets for clients are being undertaken; and

s A youth program known as “Young Aspiring Farmers” was introduced as part of the company’s
Youth Desk program.

In pursuance of the BEE support program, the company engaged with both National and the
Provincial Departments of Agriculture, Forestry and Fishing in sourcing supplementary support for
BEE entrepreneurs.

In respect to the Skills Development Programme, company is focusing on skills relevant to its
specialized operating environment and as a conseguence a suitable training academy was
conceptualized following intensive evaluations. The company’s EPWP program enabled participation
in the food packing practices of its Food Bank and was able to exceed its target by also placing EPWP
workers in permanent employment with Food Bank (8A), a NGO who coliaborates with the company
to provide produce to indigent communities.

12



In respect fo the Make and Buy Programme: the company has achieved the objectives of
conceptualizing the technical designs of the proposed MOF development.




LEADERSHIP OVERVIEW

LR

Councillor Oupa Monareng

MMC: Economic Development
241. Member of the Mayoral Committee Review

The 2009/10 financial year recorded some of the highest food price increases in the recorded history
of food price inflation. This was against the backdrop of the company recording the highest turnover in

history.

The impact of the global economic meltdown on the demand and supply of fresh produce in South
Africa and internationally was alarming. Exports volumes declined with the agricultural sector
remaining relatively under pressure in terms of fuel cost, high cost of fertilizers and logistical costs
which had a direct impact on the level of production. As well as to influence a decision to plant

produce.

The domestic market was not insulated from the high food inflation, the price of some fresh produce
commodities had dramatically increased year-on-year. The rise in food prices has adversely affected

the poor and raised questions of food security.

The COJ views the company as a critical component in the fresh produce value chain. The company
continues to play a distinct role as being a price maker and barometer by ensuring the pricing process
remains transparent. This provides a better chance of eliminating any dishonest practice(s) in
determining of the fresh produce prices to the benefit of the buyer. The company plays a further role in
protecting the interest of the producers in ensuring that their produce fetches market prices and are
insulated from the bargaining power of big retailers. To this end, the COJ is resolute in protecting and

entrenching the current trading environment as it offers best protection to all those involved.
The COJ would seek to articulate a more definitive role for the company in the fight against hunger in

the city. The company is a platform for the COJ to launch its plan to guarantee food security to the
poorer households. The COJ will attain this by working closely with the company’'s Food Bank project.
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A plan will be developed collectively with role players and certainly not at the expense of the
functioning of the broader market. The company is a critical component to the COJ commitment to
realize the Millennium Development Goals and would unwaveringly support initiatives aimed at
eradicating the scourge of poverty.

The implementation of good corporate governance at the company contributed to the delivery of its
mandate in the most effective and efficient manner possible. The management of the company was
further mandated to re-establish sound relations with the key stakeholders such as producers, market
agents and buyers. The COJ is satisfied that there has been sufficient progress made in this regards.

The COJ is currently considering initiatives aimed at positioning the company as the best market in the
world. The initiatives include the erection of a state of the art modern facility that is aimed at improving
food safety and quality, maintaining the cold chain and assimilating best technology. The net result of
these initiatives is to benefit the end consumer by extending affordable prices and offering prices that

are attractive to the producer to incentivize continued harvesting.

2.2, Chairperson’s Review

The Board of Directors is committed to the COJ developmental agenda and its vision of a *World
Class African City". To this end, the Board of Directors together with the management of the company
have implemented programs that were aimed at giving concrete meaning to its endorsement of the
developmental objectives of the COJ. Key among the programs is the improvement in corporate
governance which resulted in an unqualified audit report, improved board-management-shareholder

relationship and the restoration of the integrity of the information generated by the company.

The other significant program was the strengthening of ties with the stakeholders especially the
producers and informal traders. Part of the objectives of this program was to ensure greater
participation of producers and traders in ensuring food safety and security.

The Board of Directors intends to improve the service offering of the company to better respond to the
ever changing industry environment and greater value to all key stakehoiders. In this regards the
management of the company has ensured to turnaround the company from a loss making position in
2007 to one of profitability.

The management of the company is working on a major plan to improve the Market infrastructure and
to modernize the trading halls to meet world class standards as well as to utilise the vacant land to
ensure that the company generates additional income that would relieve the over reliance on the
commission business.

15




The management of the company continues to deploy resources to improve the skills level of
employees and is currently implementing its Succession Planning program to ensure that the skill and

krnowledge base of the company is institutionalised.

The Board of Directors is satisfied that the commission system of trading provides the most
transparent mechanism of determining prices and should be protected as it closes opportunities for
price manipulation. This is not to suggest that the system is perfect but that it is better than the
wholesale and auction system. The company also successfully completed the project to ensure real

time price information of fresh produce is made available to all the buyers on the Market.

In conclusion, the Board of Directors remains convinced that the company would continue to
successfully execute its mandate and to better protect the interest of its principal stakeholders. The
Board of Directors is more than convinced that the introduction of an additional BEE Market Agent,
owned and operated by individuals from previously disadvantaged communities will go a long way in
contributing to the transformation of the sector.
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2.3. Board of Directors

Mr Lennox Tshwete (48) MSc (Leeds); Exec MBA (UCT)

OTHER DIRECTORSHIPS
JM BOARD OF DIRECTORS

Aloecap Technologies
- Chairperson and Non Executive Director

Amdocs South Africa Joint Enterprise

Eratis Technologies
Global Bits Thuta

SKILLS, EXPERTISE AND EXPERIENCE

He has extensive experience in managing big national programmes aimed at improving the
performance of government departments through monitoring and evaluating mechanisms. He was
also involved in the design and automation of Business Processes in State-Owned Enterprises
and Government departments.

Mr Sello Tsoku (deceased)

JM BOARD OF DIRECTORS
OTHER DIRECTORSHIPS

— Non Executive Director

— Chairperson; Audit Committee

Chartered Accountant (CA) (SA)

Ms Matsotso Vuso {37)

Bcompt Hons
B.Com

JM BOARD OF DIRECTORS

- Non Executive Director
— Audit and Risk Committee

OTHER DIRECTORSHIPS

- Corprenewal
- Nyamezela Group Companies
- Tribal Zone
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- Cargo Carriers
- Goza Moores Rowland Empowerment Brokers

~ Protech Khuthele Hoidings

SKILLS, EXPERTISE AND EXPERIENCE

She has extensive DF| experience gained through her association with the IDC and was involved
in the evaluation of investment proposals for the tourism industry. She also fulfill the role as an
Executive Director of Nyamezela Group Companies which is a multi-disciplinary company.

PhD (Agricultural Economics)

Dr Simphiwe Nggangweni {37) M Inst Agar (Agricultural Economics)
B Agric

JM BOARD OF DIRECTORS OTHER DIRECTORSHIPS

~ Non Executive Director - None

- Remuneration Committee

- Service Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is currently the Head of Agricultural Economic Research and Analysis at the Department of
Agriculture, Forestry and Fisheries. He was a full time Senior Lecturer at the University of Pretoria
where he taught Agribusiness Management to post-graduate students. As an academic he has led
various research projects commissioned by the government, various Southern African research
networks and organizations, South African research consultancy firms and other organizations
involved in Agricultural Economics, International Trade, Rural, Agricultural and Economic
Development and other related fields. Prior to joining the Department of Agriculture, Forestry and
Fisheries, he was a Senior Researcher at the National Agricultural Marketing Council where he led
amongst other things, a program linking farmers to markets.

Mr Matome Morokolo (45) BSc (Agricultural Economics)

BSc {Agricultural Economics Honours)
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MSc (Agricultural Economics)

JM BOARD OF DIRECTOR - '
OTHER DIRECTORSHIPS
- Non Executive Director

- Chairperson: Service Delivery

Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is a Senior Manager in the Department of Agriculture, Forestry and Fisheries managing a
portfolio responsible for enhancing access to international and domestic markets by producers in
the sector. He has vast knowledge and experience on agricultural issues covering fields such
agricultural marketing and trade, agricultural finance, farmer development and empowerment

issues.

MSoc Sc (UCT, 1996)

BSocSc (Hons) (UCT,1995)

IEDP (Wits Business School & London School of
Mr Bethuel Netshiswinzhe (43) Business, 2010)

Currently completing Executive MBA (3rd Year) —
(Henley University of Reading)

JM BOARD OF DIRECTORS
OTHER DIRECTORSHIP

- Non Executive Director
None

- Remuneration Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is a Divisional Executive at the Development Bank of Southern Africa where he is responsible
for leading and managing the public sector investment operations of the Development Bank of
Southern Africa in Gauteng, North West and Limpopo Provinces. He has a range of skills relating
to operations management, human resources management, strategic planning, strategic

marketing, corporate governance, development planning, project management, monitoring and

evaluation and risk management. He is a development planning practitioner with strong
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background in development finance within. He has been involved in financing of large public
sector infrastructure programs and projects across sectors such as water and sanitation, energy,
roads and transport and integrated human settlement developments.

PhD {Agricultural Economics)

MSc (Agricultural Economics, Economics and
Applied Statistics)

BCom Hons {Farm Business Management and
Dr Moraka Makhura (46) Organizational Development and Behavior)
BSc(Agricultural Economics, Economics, and
Business Economics)

Post Graduate Diploma in Municipal Governance

Certificate in French

JM BOARD OF DIRECTORS OTHER DIRECTORSHIPS

— Non Executive Director — None

— Service Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is currently the head of Economic Research at the Land and Agricultural Development Bank of
South Africa where he provides leadership in economic research services. He has vast experience
in organizational development and behavior, economic and statistical analysis, food security
analysis, gender analysis, rural and economic development, local economic development,
institutional analysis, policy formulation and mediation and dispute resolution. He has worked for
the Development Bank of Southern Africa, the University of Pretoria and the Limpopo Department
of Agriculture. He has served on the Board of the Agricultural Research Council, SABCTFM
Advisory Panel and the NAFU Technical Committee.

Diploma in Information Techneology
Mr Charles John Finiayson {30) Microsoft Certified Professional 2003
Microsoft Certified System Engineer NT 4.0

JM BOARD OF DIRECTORS OTHER DIRECTORSHIPS
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- Non Executive Director - Ezliving Home Automation
- Remuneration Committee — Broadacres Extension 22 Homeowners

Association

SKILLS, EXPERTISE AND EXPERIENCE

He is currently a Director of EZLiving Home Automation. My responsibilities include managing the
business from a technical point of view and ensuring that the business runs smoothly and is
growing. My has extensive expertise in Information Technology, specialising in networks.

BCom;Hons B Compt;CA (SA)
CTA
Certificate in Forensic Accounting and Fraud

Ms Nadira Singh {50) Examination {cum laude)
CCSA
CGAP

JM BOARD OF DIRECTOR OTHER DIRECTORSHIPS

- Non Executive Director - Singh Pather Incorporated

- Acting Chairperson: Audit and Risk | - Metro Trading Company (Pty) Ltd
Committee

- Remuneration Committee

SKILLS, EXPERTISE AND EXPERIENCE

She is a consultant in the field of corporate governance, risk, assurance and forensics in both the
public and private sector and has served on various Audit Committee's such as the Department of
Provincial and Local Government, Johannesburg Tourism Company, Compensation Commission,
the State Theatre and is currently the Chairperson to the Metro Trading Company Audit
Commiittee, as well as a specialist member of the Services Appeal Board of Gauteng Provincial
Government. She has held several senior executive positions in the finance field, has been a
partner at an international audit firm and is the founding member of the audit firm Singh Pather
Incorporated.
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B.A (Wits) L.L.B (RAU)
Certificate Manchester Business School:

Ms Rosalie Manning {48) Senior Leadership  Certificate:  Manchester
University

JM BOARD OF DIRECTORS OTHER DIRECTORSHIPS

- Non Executive Director - All Joy Foods

- Chairperson: Remuneration Committee | - Africa Heritage Trust

- Africa Heritage Investment (Pty) Ltd

- SJSM (Pty) Ltd

- Workk@ ItC.C

- NBCRFLI - Exemptions Body

- Anglican Church of Southern Africa - Finance
Board

SKILLS, EXPERTISE AND EXPERIENCE

She is a consultant in the field of organizational strategy and development with specific emphasis
on Human Development. She has served on the Boards of Johannesburg Water, Umgeni Water
where she was the Chairperson and member of Remuneration Committee respectively. She
served as an independent member for SAMSA’s Remuneration Committee. She is the founder
and managing member of Work @ It C.C

2.4. Chief Executive Officer's Review

The company remains exposed to a number of external factors, such as fresh produce prices, which
can significantly impact on the revenue and profitability of the operation. South Africa is blessed with a
wide assortment of produce cultivated in all provinces of the country. Regional climatic incidents,
especially frost during the winter period, impacted dramatically on produce supply. The adverse
weather conditions contributed to the sharp increases in the price of produce. During the 2009/10
financial year, revenue generated by the commission business portfolic increased by a further 10.23%
on the high levels already achieved during the previous financial year, resulting in the favourable
profits as reflected in the financial statements.
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During the period under review the company achieved a record turnover of R3.58 billion which
represents sales in excess of one million metric tonnes of fresh fruit and vegetables. The company
remained popular amongst all categories of fruit and vegetables producers as it achieved an overall
rand per metric tonne return rate of R3 531.30. As a consequence, the company exceeded its market

share objective in recording a national market share of 37.39%.

The operation, therefore, continued to fulfil its role as the most important price discovery platform for
fresh produce in South Africa, and continued to nurture smaller producers to become strong
commercial producers. In fulfilling this role, the company is playing a vital role in ensuring food security

in the long term for the country.

In view of the above responsibility, the company is aware of the importance to sustain and strengthen
its role in the local food industry. The plan to reposition the operation to a leading position amongst
fresh produce markets internationally has been further refined and is ready for implementation. This
upgrade will make the operation more accessible and attractive to sophisticated local and international
buyers which will present produce at more attractive prices. This will lead to increased production of
fresh produce and in this way preparing the road to improved food security in the country.
Additionally, it will also create opportunities for BEE entrepreneurs to enter the various business
avenues created by the overall programme since it currently remains difficult for BEE entrepreneurs to
participate profitably in fresh produce trading. The company believes that the integrated methods it is

pursuing will enable meaningful and sustainable enterprises for the target group.

The company believes it is essential to strengthen co-operation with stakeholders at all levels and
plans to further improve on these relations. The entity has continued with the development of its staff
to ensure that world class service delivery standards are met in the specialized environment it
operates. The drive to empower the disabled and women will continue as the company would like to
show strong leadership in an industry where it is challenging to secure participation of these target
groups. The company has achieved winning results in being identified as an employer of choice
against strong competition in the private sector. The company is committed to the principles of the
King Codes on Good Corporate Governance and to provide a first class market service to the industry.

2.5. Chief Financial Officer's Review

The company recorded a profit before tax of R40.7 million (2009: R34.6 million) and a profit after tax of
R28.3 million (2009: R21.8 million) was recorded for the financial year ended 30 June 2010. This is an
increase in profit before tax of RG6.1 million and profit after tax of R6.5 million. Revenue for the financial
year of R212.5 million (2009: R193.2 million) increased by 10.0% over the previous year. Other
income for the year of R7.1 million (2009: R6.0 million) increased by 18.3% over the previous financial
year. Operating expenditure for the financial year of R158.2 million {2009: R140.9 miflion) increased

by 12.3% over the previous financial year.




The finance costs for the financial year of R24.9 million (2009: R27.1 million) decreased by 8.2% over
the previous year. The decrease is due mainly as a result of a decline in the actuarial adjustment of
the post retirement benefits. Also, included in finance costs is an amount R0.4 miliion relating to fair

value adjustments of income and expenditure items in terms of circular 9.

The company’s effective tax rate of 30.43% (2009: 36.9%) is higher than the current tax rate of 28%
mainly due to disallowable charges relating to depreciation on buildings which is added back for tax
purposes as this is not allowed as a tax deduction in terms of the Income Tax Act,

2.51. Revenue

Strong revenue growth was recorded for the current financial year. Turnover for the year of R3.594
billion was recorded compared to the budget of R3.507 billion and the actual for the previous year of
R3.260 billion. This is a growth of 2.5% on budget and 10.2% on previous year. The increase is mainly
due to higher than expected produce prices. When compared to the previous year the price of produce
per ton has increased by 7.0%.

Volumes for the year have increased by 3% when compared to the previous year. Total tonnage
recorded for the year amounted to 1 017 701 tons compared to 998 059 tons for the previous year.
The average price per ton for the year increased by 7.0% from R3 300/ton in the previous year to
R3 531/ton in the current financial year.

The total revenue generated from commission business and other income increased by 10.3% when
compared to the previous years and by 5.9% when compared to the budget. Total revenue from
commission and other income for the year amounts to R223.8 million compared to the budget of
R211.3 million and R202.9 million for the previous year. Almost 82.1% of revenue is generated from
commission, 11% from rental income and recoveries, 3.3% from cold storage facilities and banana
ripening activities, and the balance of 3.6% from other related sources.

As a result of the high turnover for the year commission income increased by 10.2% when compared
to last year from R163.6 million to R180.2 million for the financial year. Rental income, water and
electricity recoveries have increased by 23.5% from R19.6 million the previous year to R24.2 miflion in
the current year. The increase is as a result of an annual 12% increase in rental leases and additional
recoveries from water and electricity due to better management as a result of additional water and
electricity meters to recover actual usage from the tenants.

2.5.2. Results of Operations

Operating expenditure for the year increased by 12.3% over the previous year from R140.9 million to
R158.2 million. This percentage increase was as a result of:
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+ Employee related costs increased by 19.5% during the year, salary increases for the year were
13%. Employee related costs for the year totalled R70.6 million compared to R59.1 miliion for the
previous financial year.

e Bad debts increased by R2.1 million largely due to the increase in the doubtful debt pravision.

e Repairs and maintenance costs for the year increased by R0.7 million from R6.1 million in the
previous year to RB6.7 million in the current financial year. This is expected as a result of the
backlog in maintenance related issues. A preventative maintenance plan has been put in place to
ensure that the entity minimize unforeseen expenses.

» General expenses increased by 3.5% from R64.7 million in the previous financial year to R67.1

million in the current financial year.

The costs of all other expenses were kept in line with budget during the year as a result of strict cost
controls and monthly monitoring of expenditure during the year. Included in operating expenditure is
depreciation charge for the year of R12.4 million (2009: R11.7 million). The increase in depreciation

charge is as a result of additions to capital expenditure.

2.53. Cash Flow

Cash generated from operating activities for the year amounted to R33.7 million compared to R52.7
million in the previous financial year. The decrease is as a result of the increase in personnel costs

and supplier payments.

Cash flows from investing activities improved from an out flow of R33.4 million to an outflow of R14.4
million. Capital expenditure for the year amounted to R18.2 million all being spent on property, plant
and machinery. The proceeds generated from the sale of assets were R3.8 million.

Net cash flows from financing activities decreased from a net movement of R9.8 million to R29.3
million. The net movement on shareholders loans for the year amounted to R25.5 million. The
company ended the financial year with a favourable bank and cash balance of R13.17 million.

2.5.4. Balance Sheet

Non-current assets have increased by R2.3 million during the financial year from R280.6 million to
R282.9 million. The increase is as a result of net additions to property, plant and equipment and
intangibles of R18.2 million less depreciation charges for the year of R12.4 million. The additions
comprise mainly of improvements to buildings. The additions for the financial year are broken up in the
following categories:

¢ Improvements to buildings R13.1 million
¢ Plant and Equipment R0.9 million
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Furniture and fittings R0.2 million

Motor Vehicles R1.2 million
Computer equipment R1.4 million
Office equipment RO.1 million
Finance Lease assets R1.3 million

The deferred tax asset balance for the financial year has increased by R0.3 million for the financial

year from R2.6 million to R2.9 million. The increase is as a result of reversal in timing differences for

the financial year.

Current assets decreased by R4.3 miflion for the year from R71.5 million to R67.2 million. This

decrease is due as a result of:

Increase in loans to shareholders by R11.5 million. Included in these loans are capital expenditure
claims of R7 million due from the shareholder already paid for by the company as weil as a positive
sweeping account of R23.3 million.

Decrease in the tax receivable debt of R3.6 million due to refunds received for over payment of tax
in previous financial years 2007 and 2008. The company has been assessed up to the end of the
2009 financial year. The tax return for the 2010 tax year will be submitted after completion of the
audit.

Decrease in trade debtors by R2.2 million. The decrease is due to non billing in the current financial
year of an emerging farmer support program in the Vhembe district. The net debtor’'s days
outstanding has improved from 34 days to 32 days due to the improved cash collections.

Decrease in cash balance of R9.9 million. The decrease is as a result of net effect of sweeping the
deposit account by COJ - Group Treasury as part of the centralised cash management system.
The net effect was a decline in cash by R8.8 million. The funds were re-instated subsequent to the
financial year ending.

Non-current liabilities decreased by R21.1 million for the financial year from R200.4 million to R179.3

million. The decrease is due to:

Decrease in loans from shareholders of R19.1 million. The decrease is due to conversion of short
term loans to long term loans of R20.2 million. Increase in capital expenditure funding for the
financial year off set by the repayments of loans that were due in the current financial year.
Decrease in finance lease obligations of R2.7 million during the financial year. The decrease is as a
result of finance lease repayments during the year and the termination of the lease for the security
equipment. The leases related to vehicles, photo copiers and security equipment.

Increase in Retirement benefit obligations by R0.7 million during the financial year.
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Current liabilities have decreased by R9.2 million for the financial year from R103.6 million to R94.4

million. The decrease is due to:

e An increase in loans from shareholders of R5.1 million. The increase is as a result of converting
prior year's capital expenditure long term loan to short term loans payable in the next financial year.

« Decrease in finance lease obligations by R1 million. This amount relates to finance lease
obligations payable in the next financial year.

e Decrease in trade and other payables by R16.7 million for the year. The major decrease related to
trade and other payables by R20.6 million due to:

e Lower sales was recorded as a result of trading closing on Wednesday, 30 June 2010 and
resulted in the Market Agents payables declining by R1.8 million.

s Retentions on capital projects declined by R2.9 million.

e Trading sundry creditors decreased by R3.2 million due to a decline in capital expenditure
related to creditors at year end.

» Sundry creditors decreased by R7.3 million largely as a result of the invoice for the Vhembe
Municipality for the emerging farmers support program in the prior financial year.

e Increase in provisions for the year by R0.3 million. The provision relates to performance
bonuses.

e Increase in the current tax payable by R3 million. This is the tax calculated as payable for the
2010 financial year.

The net liquidity of the company has improved significantly during the year by R4.9 million. At the end
of the previous financial year the net current liabilities of the company exceeded its current assets by
R32.1 million. For the current year the net current liabilities has decreased to R27.2 million, this is as a
result of converting the short term loans into a long term loan as the funds were previously utilised to
acquire fixed assets as well as the management of working capital. Almost all of the R27.2 million
relates to loan repayments due in the new financial year. Sufficient cash will be generated monthly
during the year to service and repay the amounts due.

Of concern is that the company is currently highly geared with debt of 78% (2009: 86%) and equity of
22% (2009:14%). This results in a huge interest burden and pressure on cash flows in terms of
repayments of the !oans. The company has improved its interest cover to 3.1 times. This has
significantly improved compared to last year's interest cover of 2.4 times. The ideal benchmark is a
minimum interest cover of at least two times earnings.

25.5. Capital Projects
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The total approved capital budget for the year amounted to R20 million. Actual capital expenditure
incurred for the financial year ended 30 June 2010 amounted to R18.2 million. This is R1.8 million

below budget.

The major projects undertaken in the current financial year were:

* Retention paid
» Washbasins

o New entrance
o Generator

+ Vehicles

s [T Projects

R2.5 million
R1.7 million
R&.0 million
R2.8 million
R1.1 million
R1.4 million

Attached herewith is the detail approved capital expenditure budget as well as actual expenditure

incurred during the year.

Actual versus budget (Acquisition of Property, Plant and Equipment)

JFPM JFPM City JFPM
Project Board Approved Approved Actual
Budget Budget Spend 2009
R'000 R'000 R'000
Budget 2009/10
Wash basins 1,661 1,661 1,661
New Entrance 6,072 6,072 5,917
Generator - Additional exp 2,759 2,759 2,759
Premium Hall 412 412 412
Virtual Market 110 10 110
Building Improvements 5,015 5.015 5015
Computer Equipment 1,357 1,357 1,357
Furniture & Fittings 488 488 488
Motor Vehicles 1,161 1,161 1,161
Office Equipment 97 97 a7
Plant & Equipment 869 869 869
Total 20,000 20,000 19,845
Retention provision adjustments -2,954
Leased assets 1,286
Adjusted total per report 18,177
2.5.6. Four Year Statistical Review
Units 2010 2009 2008 2007
Key Financial ltems
Total assets Rm 350 181 352121 315085 308 679
Total equity Rm 76 478 48 138 26 320 19 370
Total equity and liabilities Rm 350 181 352 121 315005 308679
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Bank balance

Capital expenditure

External Funding Loans

MIG

Revenue

Grant and Subsidies

Direct cost {If applicable)
Employee costs

Discounting

Finance income

Finance costs

Surplus before tax

Income tax expense-current
Income tax expense-deferred
Surplus for the year

Cash generated from operations
Net cash from operating activities
Net cash wused in investing
activities

Net cash from/(used in} financing

activities

Financial ratios

Liguidity

Solvency

Total operating
expenditure/revenue

Interest coverage

Other

Employees

Employment equity

Gender equity

People with disabilities
Training cost

Black economic empowerment

Corporate social investment

Units
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm

Rm

Rm

%
%

%

Ratio

number
%

%

%

Rm

Rm

Rm

2010
13170
18 658

212 489

70 628

4161

-24 901
40 732
-12 393
-302

28 339
60 399
33703

-14 396

-29 263

71%
78%

74%

3.10

2195

2009
23126
30 804

193 231

59 101

3 640
27135
34 579
-12 760
547
21818
85 640
52 661

-33 450

-9 880

69%
86%

73%

247

1412

2008
13795
47 870

167 034

53 300

3455
-26 735
20 082
-7 118
1232
12 964
57 610
32 200

-62 852

15 526

65%
92%

77%

1.90

2 056

2007
18 921
21708

136 182

53 065

5735
-24 782
-1 283
-2 504
-235

-3 787
40 058
16072

-44 098

38712

50%
107%

88%

0.95

509
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2.6. Management Executives

KGOSIENTSO RAMOKGOPA
Age: 35

BSc (Civil Engineering), MBL, MPA.
Chief Executive Officer

He is responsible for managing the largest fresh produce market in the world. He is a trained civil

engineer and possesses extensive experience in local government.

Prior to joining the company, he successfully led the Metropolitan Trading Company as the Chief
Executive Officer. He succeeded in putting it on a sound financial footing and conceptualizing and
driving a durable strategy for growth. He worked closely with informal traders and taxi associations,

who are representatives of the taxi industry, to forge greater co-operation.

He possesses extensive knowledge of corporate governance and organisational restructuring derived
from his involvement in several projects, including the establishment of the Johannesburg Roads
Agency, organisational design of the Ekurhuleni and Johannesburg Transport Authorities and the

compilation of the COJ’s Integrated Transport Plan.

JAN GIDEON MOCKE

Age: 52

BSc Engineering (Electronic), MBL
Executive of Market of the Future

He is responsible for managing MOF project. His portfolio includes planning, budgeting and project
management of the MOF including overseeing the building of warehouse facilities and new state-of-
the-art technology to increase the quality of produce sold and the service delivered to the stakeholders
of the company.

Before joining the company, he spent more than 15 years at Sapekoe Tea Estates in Tzaneen and

held the position of General Manager. He also worked for the Industrial Development Corporation.
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CYNTHIA MOJI

Age: 41

B.Com, BBA (Hons) MBA
Chief Financial Officer

She brings a wealth of experience in the accounting field to the company, having worked in both

private and public sectors.

She is not a stranger to the agricultural sector, having started her career at the Department of
Agriculture in Limpopo where she established an office that managed and provided financial advice to

women farmer co-operatives.

She then joined Langeberg Food Processors, a canning factory for fruit and vegetables in Boksburg
where she was employed as an accountant responsible for accounts payable, asset management and

receivables.

Her quest for growth led her to join Telkom where she worked as a financial manager responsible for

revenue management for Telkom Subsidiaries, Financial Reporting and Capital Budget.

She later became part of the first group of Senior Managers that joined City Power from its inception in
2001. She contributed in building and shaping the Finance Group at City Power. Some of the
highlights of her career include having led City Power to achieve a clean audit in the 2007/08 financial

year when she was the acting Chief Financial Officer.

She has a passion for skills development and training. She believes that one of the greatest gifts to

offer to working teams is knowledge and continuous personal development.

SELLO MASHILWANE
Age: 38
B.Tech HR, Masters in Local Government

Shared Services Executive

As head of Shared Services he is responsible for supporting core business by providing effective
Human Resources support, Information Technology support as well as legal and general
administration support. Mr Mashilwane was crowned 2009 HR Director of the year for excellent people

management by the Institute of People Management.
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His other career highlights was being selected as an international accredited Human Resources
practitioner and gaining international experience by working in various states within the United States

of America. He also completed a post graduate qualification in Training and Development in England.

DAWOOD PETERSEN
Age: 34

L.L.B

Company Secretary

He started his employment at the company in December 2008 as a legal advisor responsible for the
litigious and contractual matters of the company. He was subsequently appointed as the Company
Secretary, of which he is responsible for acting as the link between the company’'s Board of Directors
and the management and facilitating good relationships with the SHU. In addition, he is accountable
for the general administration of the company, more specifically to ensure compliance with good
corporate governance practices and to provide guidance to the Board of Directors on corporate

governance principles and applicable legislation.

He is an admitted attorney of the High Court of South Africa. He also has two graduate diplomas, one
in International Business Transactions and Contemporary Developments in International Human
Rights obtained from the University of the Western Cape in conjunction with Howard University School

of Law, Washington D.C and the other one in Practical Legal Training from School for Legal Practice,

University of Cape Town.

PATRICK MPHAHLELE

Age: 44

B.Agric Sciences (Hons), Masters Degree in Agric Sciences
Acting Chief Operations Officer

He is responsible for commercial services, infrastructure and maintenance. He joined the company as
Senior Manager SHERQ in 2005 to oversee activities in the consignment control, security, OHSA, and
quality control divisions of the company. He was transferred to commercial services as a Senior
Manager in 2006. The position means he had direct responsibility for the profitable operation of the
three trading halls, cold stores and banana ripening facilities. In 2008 he was then appointed as Acting

Chief Operations Officer with additional responsibilities focussing on infrastructure development and

maintenance.
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He started his career as an Extension Officer for the Department of Agriculture, a position he occupied
for 13 years. In 1990 he was awarded a scholarship to do a six weeks course in Israel around the
Perishable Products Export Control Board as an inspector for all fresh fruits, fresh vegetables, canned
fruits and vegetables and pre-trip of refrigerated containers and refrigerated motor transport. He
serves on the board of South African Union Food Markets as the Deputy President. As well as being a
board member of the Fresh Produce Exporters Forum, a non-profit organization whose membership is
voluntary and open to all companies that export fresh fruit from South Africa.
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3. PERFORMANCE REVIEW

3.1. Highlights and Achievements

The company continues to make progress in all spheres of its business activities. In particular the

following awards were received during the year:

» JM was rated the 9™ best employer in the country;
¢ IPM award for the Chief Executive Officer of the year to Mr. Kgosientso Ramokgopa; and

+ |PM award for the Human Recourses Director of the year to Mr. Sello Mashilwane.

As a fresh produce market, food safety and hygiene remain a key priority. In this regard the company
was able to maintain its accreditation in terms of the HACCP international standard for the ripening
facilities. The HACCP is a systematic preventive approach to food safety and pharmaceutical safety
that addresses physical, chemical, and biological hazards as a means of prevention rather than
finished product inspection. HACCP is used in the food industry to identify potential food safety
hazards, so that key actions, known as Critical Control Points can be taken to reduce or eliminate the
risk of the hazards being realized. Similarly the food safety accreditation of the laboratory was also
maintained and the services of the laboratory were refined. This was done in order to serve the
growing demand to maintain standards related to the export of produce. The further accreditation of
five cold store units was done by the PPECB which is the governing body. Employees from the Quality
Assurance Department were also trained and accredited by the PPECB to ensure a full service
portfolio is available to export clients.

As part of its strategy to reduce carbon footprint and become a more efficient user of energy an
electric load management system was installed in the cold storage facility as this is the largest user of
electricity at the Market. This was achieved by introducing Ecubes into the cold storage facility in
March 2010. This system provides the thermaostat control with the temperature reading of the produce
inside the cold rooms rather than the fluctuating air temperature. This not only results in the
aforementioned electricity saving but also extends the life of the compressors required for the coid
storage facllity. In summary the introduction of this system has resulted in a saving of more than 150
000 kWh and 150 Tons of CO2 over the four months since its introduction.

in terms of staffing, the company is able to report that it recorded a staff turnover of only 4%. This not
only facilitates for smoother running of operations but also highlights the positive environment the
company creates for its employees. The company has also continued to ensure that transformation is
prioritised and is proud in achieving its target with respect to employment of women and the people
with disabilities.
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Taking cognisance of its role with regards to transformation in the broader fresh produce industry, ten
NVC learners started their own businesses following a twenty-four month programme, in conjunction
with the Agri-SETA responsible for the sector. In addition, the Youth Desk project was further
expanded on and in particular, the Young Aspiring Farmers program achieved its first harvest of
produce cultivated. Furthermore, as part of its programme to strengthen the position of BEE Market
Agents at the Market, the company facilitated a linkage between TransAfrica Fresh Produce, a BEE
Market Agent, and Ratombo Agricultural Services and Nungu Farms, BEE banana producers, which

resulted in mutual benefits for both parties.’

The EPWP is a major initiative across all spheres of government. Furthermore, the COJ has further
highlighted this initiative by encouraging “every project is an EPWP project”. In support of this the JM
not only employs several individuals under the EPWP banner but has also facilitated the graduation of
EPWP candidates into full time employees of the Food Bank (SA), an NGO operating at the Market.

The Food Bank has aiso been a means to assist in alleviating the conditions of people living in
poverty. The company has been able to distribute more than 3000 tons of fresh produce in partnership
with the Community Development Department to indigent people.

1 . . N .
More detailed information is provided in section 5 of this report.
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3.2, Performance against IDP and City Scorecard’
3.21. Effective Financiai Management

3.2.1.1. Expenditure Management’

Previous Year 0% over-Expenditure
Target 0% over-Expenditure
Achieved 0% over-expenditure

The target has been achieved. The company has performed beyond the expectation on the bottom

line.

3.2.1.2. Capital Expenditure

Previous Year 100%
Target 100%
Achieved 99%

The target has not been achieved due to the delay in the finalization of the market of the future model,
however, the company was informed to re route the Capex budget. All major contracts have been
awarded.

3.2.1.3. Asset register compliant with GAAP /SA GAAP compliance

Previous Year 100%
Target 100%
Achieved 100%

The target has been achieved as the company received an unqualified audit report for the 2008/09
financial year.

3.2.1.4. Inter-Company Balances with CoJ

? Previous Year is the actual achieved during the 2008/09 financial year; The target was the annual target set for the 2009710
financial year and similasly the actual is the actual achieved for the 2009710 financial year.

¥ This KPI measure's the entire Operating Budget of the entity i.e. the bottom line; it therefore takes into account both the
Income and Expenditure
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Previous Year 100%
Target 100%
Achieved 100%

The target has been achieved.

3.2.1.5. Intra-Company Balances with other municipal entities

Previous Year 100%
Target 100%
lAchieved 100%

The target has been achieved.

3.2.1.6. Debtor Sales Outstanding

Previgus Year 34 days
Target 30 days
Achieved 32 days

The target has not been achieved by 2 days, although an improvement is noted from the previous
quarters. Though the target is 30 days, the company should collect sooner as the produce generally
has a shelf life of 7 days and current agreements indicate a 7 day period.

3.2.1.7. Attainment of a Clean Audit Report

Previous Year 100%
Target 100%
Achieved 100%

The company has obtained an unqualified audit opinion for the 2008/09 financial year end audit. The
annual audit for 2009/10 is resuming and results are expected in the second quarter.

3.2.2. Business Expansion

3221 % increase share against industry

Previous Year 36%
Target 35.5%
Actual 37.29%
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The company has increased in market share to 37.29% and has exceeded its target of 35.5%. The
company remains the dominant fresh produce market in the country and continues to serve as a price

barometer for produce.
Although prices increased by 7% year-on-year, the company has still managed to increase tonnage of
produce sold by 3% which has provided a cumulative effect of a 10.2% increase in turnover to R3.6

billion.

Key produce items contributing to the company turnover are potatoes {R852 million), tomatoes (R455
million), onions (R325 million}, apples {R246 million) and bananas (R244 million).

3.2.2.2. Introduce 1 BEE Projects®

Previous Year New
Target 1
Actual 2

The company has established 2 BEE projects during the third quarter and has exceeded its annual
target of 1.

The company facilitated the supply of fresh produce from Ratombo Agricuitural Services and Nungu
farm which in turn was sold at the Market by TransAfrica Fresh Produce, a BEE Market Agent.

3.2.2.3. Introduce 1 BEE Market Agent

Previous Year 3
Target 1
Actual 0

Although a target of 1 was set for the third quarter, the company had indicated during the first quarter
that this initiative would not be pursued for the financial year. This was due to the economic downturn
which was not conducive for establishing an additional BEE Market Agent during the current financial
year. The company instead focused on supporting the BEE Market Agents currently on the trading
fioors, namely, Target, TransAfrica, Metro and Simunye who hold 0.51%, 0.1%, 0.31% and 0.05%
respectively of the total turnover of the company. A fourth BEE Market Agent owned by women, Phula
Nala, currently trades under Dapper, an established Market Agent.

* This KPI previously measured the introduction of BEE Market Agents.
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Both Target and TransAfrica experienced year-on-year growth in turnover of 5.07% and 0.08%
respectively. However, Metro suffered a decline in turnover of 16.7% in turnover partly due to its key
product, tomatoes, experiencing crop damage. Simunye suffered a 72% decrease in turnover mainly

attributable to the death of a salesman.

3.2.2.4. |Increase share of produce received from emerging farmers

Previous Year 0.6%
Target 1%
Actual 1.16%

The company exceeded its target of 1% by 0.16% for the year.

In general, emerging farmers fear discrimination of being classified as such, and hence register under
the name of a logistics company. Consequently produce received from emerging farmers is under
reported.

The company has however conducted numerous visits to emerging farmers and may in part be a
reason for the increase in fresh produce received. Furthermore, the company is facilitating
partnerships between emerging farmers and BEE Market Agents which should result in an increase in
fresh produce received at the market from emerging farmers.

3.2.2.5. Establish distribution centre in previously disadvantaged area

Previous Year 2
Target 1
Actual 0

The company has failed to achieve its target of 1 for the period under review.

The Vegetable Supply Project in the Vhembe Community is in the process of being completed. The
company is in the process of overseeing the appointment of the staff complement that will be
operating the Vhembe Pack house, as well as assisting the producers from the Vhembe region to
attain the prerequisite quality standards to ensure that the produce from the region adhere to the MOF
standards.

3.2.2.6. Development of a business plan for property development
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Previous Year 1

Target®
Actual 0

The company failed to achieve its target of 1 for the financial year. The company failed to complete the
deliverables related to the property development at the Market. In particular, the company intended to
finalise the investment plan during the 2009/10 financial year. The company has identified several
business options and is currently finalising the financial model for the property development.

3.2.2.7. Development of an operations and logistics plan for the premium hall

Previous Year’ 1
Target 1
Actual 0

The company has not finalised it logistics and operations plan and this remains worlk in progress.

The company had identified that the logistics plan would be best operated externally as this would be
most cost efficient. The company is in consultation with various leading logistics operators. The
company envisages further engagement with such operators prior to finalising the specification
required of a logistics operator. Thereafter a service provider will be appointed after following all

necessary supply chain management processes.

3.2.2.8. Construction of the Premium Hall

Previous Year New
Target 25%
Actual 0%

Although a target of 25% was set for the fourth quarter and year to date, the company was unable to
achieve this due to a delay in the approval of the Premium Hall by the COJ and continues to await
approval from the CQO..

Due to the option of an outside stakeholder not being viable for the COJ and a 100% loan not
possible, the company is pursuing a hybrid form of project finance {unsecured) loan for the Premium

Hall and a loan for upgrading existing halls.

3.2.2.9. Assimilation of technology into the business process of JM

® The 200910 year target was the development of an investment plan for the property development.
® The previous year target was the development of a business plan.
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Previous Year 2

Target
Actual 0

The company has completed the implementation of their Sales Processing System and it is being

gradually rolled out to all end users.

3.2 2 10. Introduce new revenue streams/ Increase revenue from non-commission business

Previous Year 0.5%
Target 0.5%
Actual 17.47%

The company earned 17.47% of revenue from non commission business and exceeded its target of
0.5% for the year.

Non commission revenue was earned on items such as rental income and recoveries (11.26%), cold
storage and ripening facilities (3.08%) with the remaining 3.12% from other sources such as trolley

handling fees and floor storage fees.

3.2.2.11. Introduce 2 service protocols with stakeholders

Previous Year New
Target 2
Actual 2

The company achieved its target of 2 for the financial year. A cleaning and hygiene protocol was
introduced to all Market Agents. A second protocol relating to the quality control of avocadoes on the
local market was introduced, in collaboration with Sub Tropical Growers Association, South African
Avocado Growers Association and the Department of Agriculture, Forestry and Fisheries.

3.2.3. Marketing Image and Positioning

3.2.3.1. Stakeholder Satisfaction Index

Previous Year 80
Target 85
Actual 80

The company failed to achieve its target score of 85 for the 2009/10 financial year.
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A comprehensive survey was undertaken by a service provider, BMI. The survey interviewed
customers, agents and farmers. A key theme that emerged from the survey was the importance of
safety at the Market.

3.2.4. Corporate Social Investment

3.2.4.1. Increase in number of food donations for food bank

Previous Year 284
Target 720
Actual 2512

The company exceeded its annual target of 420 by more than 2000 donations.

The table below provides the monthly breakdown:

Month Number of NGOs
July ‘09 91
August ‘09 238
September ‘08 437
October ‘09 455
November ‘09 595
December ‘09 312
January ‘10 215
February “10 208
March ‘10 168
April ‘10 138
May “10 126
June “10 126
Total 2512

3.2.4.2. Increase number of tonnages donated

Previous Year 1225
Target 1000
Actual 3344

The total tonnage of produce donated to the Food Bank during the 2009/10 financial year was 3344
which exceeds the targeted tonnage of 1000 by 2344.
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Month Tonnage Donated
July ‘09 116
August ‘09 199
September ‘09 61
October '09 ' 589
November ‘09 967
December ‘09 908
January ‘10 60
February ‘10 303
March ‘10 21
April “10 55
May ‘10 52
June ‘10 13
Total 334

3.25. Good targeted procurement practices

3.2.5.1. Procurement spenf on BEE and SME as a percentage of total procurement

Previous Year 74%
Target 75%
Actual 76%

The company has exceeded its annual target of 75% by 1%.

Total procurement spend for the 2009/10 financial year was R74.2 million of which R56.3 million was

procurement from BEE service providers.

3.2.5.2. Procurement spent on BEE and SME as a percentage of Capex |

Previous Year 84%
Target 90%
Actual 84%

The company achieved 84% which is 6% lower than its annual target of 90% for the 2009/10 financial

year.

During the 2009/10 financial year, the company's Capex expenditure was R19.8 million of which
R16.8 million was contracted to BEE contractors/service providers. The non achievement may also be
due to certain items/services being only available from non-BEE entities.




3.2.6. Human Resource Development

3.2.6.1. % of Total salary expense of staff training

Previous Year 1%
Target 1%
Actual 2.99%

The company has exceeded its annual target of 1% for the fourth quarter by 2%.

3.2.6.2. % Implementation of Employment Equity Plan (& Year Plan)

Previous Year 75%
Target 85%
Actual 87.84%

The company has exceeded its target of 85% for the 2009/10 financial year by 2.84%.

The KPI is meant to measure the company’s achievements towards its five year employment equity

plan, initiated in the 2006/07 financial year, which is planned to address both imbalances related to

race, gender and disability.

Whilst the company has exceeded its targets for African and Coloured, it has marginally

underachieved with respect to employment of Indians and is significantly below its target for

employment of Whites.

The company, has however, achieved its targets with respect to gender and employment of people

with disabilities.

The tables below summarise the company’s targets and achievements to date:

Race As at 2005 Actual to Date Target Variance
African 79% 79.78% 70% 9.78% Over
Coloured 5% 6.38% 4% 2.38% Over
Indian 1% 1.43% 3% 1.57% Under
White 15% 12.41% 23% 10.59% Under
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Gender As at 2005 Actual to Date % Target Variance

Male 59% 50.70% 51% 0.3% Less-
Female 41% 48.88% 48% 0.88% Qver
Disabled 0.8% 1.42% 1% 0.42% Over

3.2.6.3. Approval of Succession Planning Framework for senior management level

Previous Year 20%
Target 30%
Actual 30%

The company reports that it has selected and concluded succession contracts with the relevant

candidates. A development programme has been developed and will be incorporated in the

candidate's annual training and development programme such that they will be able to fill the role for

which they have been identified.

3.2.6.4. Number of jobs created for EPWP

Previous Year 100
Target 28
Actual 147

The company created 147 EPWP jobs against an annual target of 28,

The company reported that three initiatives were implemented in which individuals participated under

the EPWP:

¢ A program regarding refurbishment and movement of archives was initiated in November 2009 in

which three individuals are involved. This program is expected to conclude in August 2010.

» A second program regarding security at the company was established employing 15 individuals as

patrol and security officers since December 2009. Initially implemented to provide additional

security during the festive season the contracts were extended to provide additional security during
the period of the FIFA World Cup and will terminate in August 2010.

» A third program was established to assist BEE Market Agents with services such as forklift drivers,

packers and administrative officers. This contract was due to be terminated at the end of June

2010.
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3.2.6.5. Introduce a fraining academy

Previous Year New
Target 1
Actual 1

The company has achieved its target of 1 for the 2009/10 financial year.

The company has adopted a phased in approach for the training academy. The concept design was
targeted for the 2009710 financial year. The company is finalising the course content before sourcing
suppliers for the required material. The company has identified premises at the Market to
accommodate the academy. Preliminary work has been completed and the concept is well defined.

3.27. HIVIAIDS

3.2.7.1. Implementation of HIV/Aids programmes

Previous Year 1
Target 8
Actual

The company achieved its 8 for the year under review.

During May 2010, the company held an AIDS memorial day and AIDS information packs were
distributed to employees. In addition, 30 peer educators were trained on the prevention, management
and treatment of HIV/AIDS as well as skills on counselling and advising fellow employees. Similarly, a
further 30 of the company employees from various departments received training on HIV/AIDS
prevention, management and treatment.

3.3. Operating Performance Review

The Reserve Bank confirmed that the economy is well on its way o recovery, moving slowly out of
recession in the third quarter of 2008 and continued in the first and second quarter of 2010 after three
consecutive quarters of contraction. The World Bank said that it will take 5 to 15 years for the world to
recover ground lost during the recession and that the sharp globally recovery is likely to lose
momentum.

The Monetary Banks Policy Committee has cut interest rates by 5% points moving the repo rate from

7% to 6.5% to encourage consumer spending, however, household disposable income remains low as
job losses experienced in 2009 still has an effect on South Africans.
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The FIFA World Cup boosted the economy especially in the hospitality sector as restaurants and
hotels especially the three and four star hotels, performed well.

The agricultural sector remains relatively under pressure in terms of input cost and the added cost of

electricity will exacerbate the cost of farming especially for small scale farmers.

Turnover performance was relatively good showing positive growths in tomatoes (31.97%) bananas
(12.24%), apples (11.66%) while potatoes prices steadily improved from R2.27/kg to R2.75/kg. The
financial year turnover grew by 10.23% (R334 million) compared to 2008/2009 financial year. The
quality of fresh produce received was relatively good and mass had minimum fluctuation between

seasons as a result of an increase in price of 7.02%.

34. Trading Halls

3.41. Revenue forecasting

By using long term trend analysis for this financial year the turnover was projected at R3.32 billion, the
first quarter's performance was exceptional, outperforming budget by 20.49% and the second quarter
outperformed budget by 15.39%, therefore the budget was revised to R3.50 billion for the 2009/2010
financial year. The actual turnover outperformed the revised budget by 2.51%

Budget vs. Actual (2009/10)

Period Turnover{Rm) Mass (000) Price/kg
Budget | Actual | % Budget | Actual % Budget | Actual | %
“i™Quarter | 763 919 2049 | 243 255 515 |3.16 360 [14.58
2™ Quarter | 851 982 15.39 | 265 265 - 3.21 370 15.26
3% Quarter | 824 811 -1.4 235 244 382 3.50 3.31 -5.42
4" Quarter | 807 880 9.04 260 252 -3.07 3.10 3.33 7.42
Fin Year 3506 3594 | 251 1003 1017 1.47 349 3.53 1.29

3.4.2. Turnover

As illustrated in the table below, turnover in the fourth quarter reflected a positive growth of 10.563%,
mass increased by 4.18% and the average price increased by 4.93% from an average price of
R3.33/kg to R3.49/Kg. The turnover increase is due to the overall positive performance of the Fruit
Hall and Vegetable Hail up by 11.21% and 21.10% respectively. The fourth quarter performance of the
Known Value tems namely potatoes, onions, tomatoes, apples and bananas was good, reflecting an
overall positive growth in both mass and turnover and contributed 60% to the mass and 56% to the

total turnover.
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N Turnover(Rm) Mass (000) Pricelkg
s 2008/09 | 2009/10 | % 2008/09 | 2009/10 | % 2008/09 | 2009/10 | %
1*'Quarter | 700 919 31.26 | 271 255 -5.90 | 2.57 3.60 39.49
2" Quarter | 894 982 9.5 265 265 0.21 | 3.37 3.70 9.61
3" Quarter | 860 811 -5.64 | 209 244 16.72 | 4.10 3.31 -19.16
4" Quarter | 805 880 10.53 | 242 252 418 | 3.33 3.49 4.93
Fin Year 3260 3594 10.23 | 987 1017 3.00 | 3.30 3.53 7.02

The financial year performance was positive on all accounts compared to the previous financial year,
reflecting positive growth in turnover, mass and price which increased by 10.23%, 3% and 7.02%
respectively. The three trading halls each surpassed the one billion rand mark, reflecting growth of
22% in the Potato Hall, 5.77% in the Fruit Hall and 4.51% in the Vegetable Hall. The volumes received
was basically on par compared to the 2008/2009 financial year, showing a marginal growth of 3%
mainly due to unfavourable weather conditions which damaged crops at production areas especially in

the winter and summer months.

Price: Budget vs. Actual
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The overall performances of prices against budget are depicted in the graph above, the first quarter
and second quarter prices outperformed budget by 15.14%, mainly due to the high prices of potato
and onion. In the third quarter prices declined significantly especially in the Potato and Vegetable Hall
due to the increase of mass of 16.72% reflecting growths of 11.38%, 18.96% and 20.04% in January,
February and March respectively, pushing the price gradually down with a slight recovery in March.
The increase in mass of 16.72% during the third quarter is attributed to the slow down on exports and
therefore producers send to local markets, processing plants taking less produce from farmers as their
demands declined and the weather conditions which negatively affected the quality and shelf life of the
produce. The sharp incline in June is as the result of the increase in the price of tomatoes (205%),
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beetroot (204%) and carrots (65%) due to rain damage and black frost. The gradual price increase of
potatoes also contributed to the steady incline moving from R2.27/kg in March to R2.75/kg in June
reflecting an average price increase of 21.14% during that period. The FIFA World Cup had a marginal

effect on the average price.

3.42.1. Potatoes

Potatoes performance in the fourth quarter in terms of turnover reflects a decrease of 3.64%, price
decreased by 9.07% while mass increased by 5.97% showing growth in April, May and June of 8.73%,
8.93% and 0.96% respectively. The decline in price is as a result of heavy rains which negatively
affected the quality and shelf life of the product which lead to a decrease in prices, however, good
quality products did realized high prices. Potatoes is basically the only product that reflects the impact
of the FIFA World Cup as sales on goed quality large and extra large potatoes increased.

The overall performance for the financial year was excellent showing positive increases in turnover of
10.70% and prices increased by 24.32% reflecting average price increases of up to 193% in
September. Mass decreased by 3.72% due to crop damage as a result of heavy rains in some
production regions. The economic pressure continued to have a severe impact on input cost as most
farmers moved from planting on dry land to wet lands. Potatoes were mainly received from
Mpumalanga, the Eastern Cape and the Free State.

Period Turnover{Rm) Mass (000} Pricelkg

2008/09 | 2009/10 | % 2008/09 | 2009110 | % 2008/09 | 2008M0 | %
1"'Quarter | 134 245 82.11 79 64 -18.77 | 1.70 3.81 124.2
2" Quarter | 202 263 3045 | 77 70 -9.44 2.60 3.75 44 .04
3" Quarter | 186 161 -13.20 | 58 66 13.31 3.18 2.44 -23.39
4" Quarter | 190 183 -384 |65 70 5.97 2.89 2.863 9.07
Fin Year 712 852 19.70 | 280 270 -3.72 2.54 315 24.32

The graph below indicates the consistent volumes available in the first quarter and a steady but
marginal increase in the second quarter. The third quarter reflects a steady increase especially in
March when mass increased by 15.76% as more volumes were received from the Mpumalanga
region. Price and turnover picked in September with an average price of R4.06/kg and a record
turnover for potatoes of R100 million. However, the average price started to decline in October as
volumes steadily increased but with inferior quality and low shelf life especially in the third quarter. The
steady increase in turnover in the fourth quarter is a result of the increase of price from R2.27/kg in
March to R2.75/kg in June. The low switching costs between planting of maize and potato can also
impact on hectares planted under potato because maize is used as part of crop rotation in potato
production. The set up costs and the risk associated with price volatility in maize production are very
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The increase in turnover of 31.97% and price of 38.79% in the fourth quarter can be attributed to a

number of factors, namely the heavy rain falls in February/March and the black frost in early June,

which reduced the volumes by 34.85% in June, resulting in an astonishing average price increase of

205%.
Siuiliod Turnover(Rm) Mass (000) Pricelkg
2008/09 | 2009/10 | % 2008/09 | 2009/10 | % 2008/09 | 2008/10 | %
1™Quarter | 90 112 2450 |28 27 -421 | 3.19 4.15 30.11
2" Quarter | 120 113 -5.87 28 32 14.82 | 4.27 3.50 -18.02
3" Quarter | 123 98 -20.20 | 20 27 35.10 | 6.10 3.60 -40.93
4™ Quarter | 99 130 31.97 | 26 25 -491 | 3.75 5.21 38.79
Fin Year 432 455 5.09 103 103 0.23 4.41 4.40 -.023

The performance of tomatoes was relatively fair as the table below shows marginal changes in

turnover, mass and prices. The overall performance would have been below the last financial year had

it not been for the increase in turnover of 99.26% in June 2010 and 35.22% in July 2009.Tomatoes are

extremely sensitive to changes in terms of the demand and supply ratio as illustrated in the graph

below.
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The graph illustrates a relatively consistent supply of mass in the first quarter and a steady but
marginal growth in the second quarter, resulting in the violent negative reaction in price and therefore
turnover. In early October both price and turnover peaked, selling for as high as R90.00 per box and
recording a record sale for tomatoes in a single month of over R49 million, however, as from the end
of October prices was as low as R5.00 per box hence the sharp decline in the average price. As from
mid November the average price started to stabilize at the R3.00 mark as the demand increased for
the festive season. The third quarter shows a consistent supply of tomatoes albeit 35% higher than
last year thereby significantly dropping the price by 40.93%. In the fourth quarter mass declined due to
unfavourable weather conditions and the price and turnover reacted positively hence the sharp

increase.

3.4.2.3. Bananas

Both turnover and mass performed positively in the fourth quarter, reflecting growth of 12.24% and
26.72% respectively. Even though the price decreased by 11.42% the extra volumes sold
compensated for the increase in price which makes this an exceptional performance in relation to
demand and supply. The increase in mass of 26.72% can be attributed to the increase of supply from
Mozambique where expansion of farmers land yielded products for the first time in this quarter.

The financial year performance was fair in comparison to the previous financial year. Turnover and
price increased by 6.46% and 8.67% respectively while mass decreased as a result of the
unfavourable weather conditions (cold) experienced in July 2009 which reduced volumes received by -
17.75 in the first quarter and 15.24% in the second quarter resulting in the decline in mass of 2.03%

for the reporting period. Bananas were mainly received from the Kiepersol, Tzaneen, Komatiepoort,
Mozambique and Hazyview.
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—— Turnover(Rm) Mass (000) Pricelkg

2008/09 | 2009/10 | % 2008/09 | 2009/10 | % 2008/09 | 2009/10 | %
1%'Quarter | 50 52 4.31 20 16 -17.75 | 2.53 3.21 21.82
2" Quarter | 63 68 6.89 |21 18 -15.24 | 2.99 3.78 26.10
3™ Quarter | 63 65 2.92 17 19 10.03 | 3.71 3.47 -6.46
4™ Quarter | 52 59 12.24 |13 17 26.72 | 3.88 3.44 -11.42
Fin Year 229 244 6.46 |71 70 -2.03 | 3.20 3.48 8.67

The relationship between value, mass, and price/kg are indicated on the graph below. Volumes
indicate a steady increase in the first quarter and a steady decrease in the second quarter but is
significantly below last year as a result of the cold weather condition in July that damaged a significant
amount of bananas. Price and turnover shows a continuous increase as from August to end
December while mass remains consistent. Price and turnover started to decline in January due to a
sluggish demand but mass also shows an increase. In mid February there was a slight decline in
mass and both price and turnover reacted positively as the quality of the product was good. In the
fourth quarter price and turnover declined as the result of the increase of mass (26.72%), however
turnover remained above last year by 12.24%.
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3.4.24. Apples

For the fourth quarter turnover and mass increased by 11.66% and 10.44% respectively while price
declined by a marginal 1.11% as a result of the high volumes received, however, the price remained

competitive. The Transnet strike did not have an impact on volumes as this product can be stored in

control atmosphere rooms to preserve its shelf life significantly.




The company competes with international markets especially for this commodity. The R/$ exchange

rate coupled with the fact that class 2 apples are being exported and that the processing sectors
continuously increase their prices - poses a threat to the company. The economic meltdown
decreased demand for the commodity internationally, therefore apples that was destined for exports
was detoured to local markets. This explains the consistent increase in volumes of 15.54%, 14.97%,
13.33% and 10.44% in first quarter, second, third quarter and fourth quarter, respectively. Thereby
realizing an overall increase for the 2009/2010 financial year of 13.61%. Apples were mainly received
from Ceres, Somerset West, Grawbouw, Langkloof, Free State and Harrismith for the 2009/2010
financial year.

_ Turnover(R'm) Mass (,000) Price/kg

2008/09 | 2009/10 | % 2008/09 | 2009/10 [ % 2008/09 | 2008/10 | %
1*'Quarter | 57 60 507 |12 14 15.54 | 4.58 417 -8.06
2" Quarter | 61 68 11.99 | 13 15 14.97 | 4.71 4.59 -2.59
3" Quarter | 55 58 439 |10 11 13.33 | 5.80 5.34 -7.89
4" Quarter | 53 59 11.66 | 12 13 10.44 | 4.32 4.37 -1.11
Fin Year 227 246 8.30 |47 53 13.61 | 4.80 4.57 -4.68

The graph below shows a decrease in mass as from mid October as farmers were slowly releasing
their last volumes from their control atmosphere rooms in preparation for the new season. The sharp
increase in mass in January is apples from the new season. The price line shows a consistent
increase as from July and only started to decline in January as the new season started with more
volumes being received and that lead to a decrease in the price. The additional volumes, however,
had a positive effect on the turnover. Price and turnover started to decline as from February and
stabilized as from March/April as volumes up to June.
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3.4.2.5. Onions

o Turnover(Rm) Mass (000) Pricelkg
2008/09 | 2009/10 | % 2008/09 | 2009/10 | % 2008/09 | 200810 | %
1™Quarter | 53 99 87.13 |29 32 7.39 [ 1.80 3.14 74.26
2" Quarter | 45 75 66.06 |27 27 0.92 | 167 2.74 64.54
3" Quarter | 56 59 5.34 23 26 11.27 | 2.46 2.33 -5.32
4" Quarter | 94 90 405 |23 25 717 | 4.01 3.59 -10.47
Fin Year 249 325 3022 | 103 110 6.50 | 2.42 2.96 22.28

Turnover and price decreased by 4.05 and 10.47% in the fourth quarter, however mass increased by
7.17% as more brown onions were received from the Cape region in this quarter. Producers
experienced crop damage last year and therefore less onions were received. In comparison to the

third quarter, the turnover increased by 53.11% and the price increased by 53.87%.

The financial year performance was exceptional, as the table above shows an increase of 30.22% in
turnover, 6.50% in mass and 22.28% in the average price. In general, a good demand from the local
market and the SADC region contributed to the positive performance.
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The graph above illustrates the relationship between mass, value and price/kg. Mass is pretty
consistent month on month but started to decline in October and recover in March. Prices shows a
steep decline as from August mainly due to smaller onions available for sale than larger ones, which
pushed the price down and therefore the turnover as well. As from mid February turnover and prices
increased due to more volumes being sold and the availability of good quality onions for sale
especially from the Northern Cape and Ceres area. The fourth quarter shows sharp inclines in price
and turnover as mass slightly declined in April and stabilized in May and June as volumes from the
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Cape area stabilized. Onions were received mainly from the Northern and Western Cape, Eastern

Free State and Limpopo.

3.5. Assessment of Arrears on Service Charges

Neither the Directors nor does EXCO have any arrears to the respective entities or departments for
the provision of water, electricity, sanitation and municipal taxes. They are all up to date with
payments of services charges.

3.6 Statement of Amounts Owed by Government Departments and Public Entities

The company is not owed any amounts by government departments or public entities.

3.7. Recommendations and Plans for 2010/11

The company will continue with efforts to increase income and optimize existing revenue streams. The
company intends to pursue the implementation of its Premium Hall development to ensure its
sustainability, once the prerequisite approval has been obtained.

Business Risk Management will be implemented to ensure that the business environment threats of
the company are exposed and mitigated. In particular, the establishment of a treasury function linked

to a fidelity system which will provide mitigation against trading risks.

The company intends on placing a special focus on programs that seeks to ensure the sustainability of
BEE Market Agents.

The company also intends to establish a performance management function to ensure effective
delivery of projects and programmes.
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4. CORPORATE GOVERNANCE

4.1. Introduction

The Board of Directors and the EXCO of the company acknowledge thal good governance is
essentially about effective leadership. This is attained through sound principles of transparency,
integrity and accountability. This process requires the Board of Directors and the EXCO to define
strategies that will provide direction and establish the ethics and values that will influence and guide
practices and behaviour with regard to sustainable performance. In turn, this would provide greater
assurance to shareholders, as well as, providing stakeholders with greater assurance that the
company is being ethically managed within prudent risk parameters in compliance with generally
accepted corporate practices.

The release of the King Codes on Good Corporate Governance has broadened the scope of corporate
governance with its core philosophy revolving around leadership, sustainability and corporate
citizenship. Sustainability is now the primary moral and economic imperative and it is one of the most
important sources of both opportunities and risks for businesses. Nature, society, and business are
interconnected in complex ways that need to be understood by decision makers.

4.2, Statement of Compliance

The Group Audit Committee, in accordance with its mandate, monitors the company’s compliance with
the King Codes on Good Corporate Governance. The company complied during the financial year
under review and timeously submitted its Quarterly Legislative Compliance Report to the SHU for
tabling at the respective Mayoral Committee meeting. The Quarterly Legislative Compliance Report is
aligned to the provisions of the MFMA and seeks to monitor compliance thereto.

The company has lodged its annual turnover and all such returns as required in terms of the
Companies Act of 1973 with the Registrar of Companies and is, to the best of knowledge and belief,
true and correct and up to date.

4.3. Code of Ethics

The company has developed a Code of Business Ethics which has been fully endorsed by the Board
of Directors and applies to all directors, officers and employees. The Code of Business Ethics is
regularly reviewed and updated as necessary to ensure that it reflects the highest standards of

behaviour and professionalism. The Board of Directors approved the updated Code of Business Ethics
on 29 July 2010.
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The company’s ethical conduct and legal compliance are the foundation for its position of industry

leadership. The company’s ability to maintain its leadership position requires that each employee,
officer and director exhibits a high level of personal integrity when interacting with customers, business
partners, shareholders and each other. Directors, officers and employees must allow honesty,

common sense and good judgment to govern their daily conduct.

As a condition of employment, each officer and employee is expected to comply with this Code of
Business Ethics and will be held accountable if he or she fails to do so. Any violation of this Code of
Business Ethics, or any conduct that violates any law, rule, regulation, ethical or professional norm, is
subject to disciplinary action, up to and including termination of employment. Directors, officers and
employees are also expected to cooperate fully with any company audits or investigations and to
answer all questions fully and truthfully. It is a violation of company policy to intimidate or impose any
other form of retaliation on any employee who reports any actual or suspected illegal or unethical

conduct. However, an employee who knowingly makes a false report may be subject to discipline.

This Code of Business Ethics provides the standards of conduct that guide all directors, officers and
employees. All directors, officers and employees must conduct themselves appropriately and seek to

avoid even the appearance of improper behaviour.

The company's Code of Business Ethics Statement serves as the benchmark by which each daily
business decision should be measured and lies at the very core of the manner in which the company

conducts business:

The company also provide its officers and employees the means to confidentially and anonymously
report concerns about accounting and auditing matters by calling (011) 375 5555, which is operated
24 hours a day by operators employed by the COJ. The helpline provider may also be contacted by
web link at www.joburg.org.za.

The company is committed to high ethical standards in its business practices with customers,
business partners and competitors as reflected in our dedication to candid and forthright
communications about our products and services. Unfair and deceptive business practices (e.g., the

misuse of proprietary information or the misrepresentation of material facts) are strictly prohibited.

4.4, Breach of Governance Procedures

No governance issues were breached by the company and as such the company was compliant with
the vast majority of compliance issues and legal protocols.

4.5, Conflicts of Interest
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At each formal meeting, all Non-Executive Director’s, Independent Audit and Risk Committee
members and members of EXCO are required to declare their interest, in line with the provisions of
Section 234, 235 and 237 of the Companies Act. These legislative requirements are utilised to ensure
that all material interest in a given agenda are disclosed. During the year under review there was no
instances recorded where any Non-Executive Director or Independent Audit and Risk Committee

Member or a Member of EXCO's decision were influenced by his/hers personal interest.

4.6. Governance Structure

The company has a unitary Board of Directors, which consist of one Executive and ten Non-Executive
Directors. The Board of Directors is chaired by a Non-Executive Director; Mr. Lennox Tshwete. The
Board of Directors meets regularly, at least once per quarter and retains full control over the company.
The Board of Directors remains accountable to the COJ, its sole shareholder, its stakeholders and the
citizens of Johannesburg. The Chairperson of the Board of Directors reports to the Member of the
Mayoral Committee, MMC: Economic Development on a quarterly basis. The Board of Directors
provide regular reports as well as an Annual Report on its performance and service delivery to the
parent municipality as prescribed in the Service Delivery Agreement, the MFMA and the MSA.

A special meeting was convened for purposes of approving the Annual Financial Statements of the
company for the period ended 30 June 2009 and one for considering the Annual Report for 2008/09
financial year. The remaining meetings were convened for purposes of evaluating the company’s
performance both financial and organisational. At these meetings the EXCO submitted to the Board of
Directors information that was critical to ensure that the Board of Directors discharged of their fiduciary

duties. The submitted reports were comprehensive and no material concerns were indicated.

Non-Executive Directors contribute an independent view to matters under consideration and add to
the depth of experience of the Board. The Chairperson has no executive functions and the roles of
Chairperson and the CEO are separate, with responsibilities divided between them. Members have
unlimited access to the Company Secretary, who acts as an advisor to the Board of Directors and its
sub-committees on matters including compliance with company policy and procedures, statutory
regulations and best corporate practices.

Schedule of meeting attendance during the year under review was as follows:

Directors Board | Audit Remuneration | Service Delivery

ST

"No. of b R
.. k. 1 Py 1 s Aty
R X e ‘ %

Mr. L Tshwete 10

Mr. K Ramokgopa 10 4 4 2
Mr. S Tsoku 9 6

Mr. M Morokolo 8 4
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Dr. M Makhura 9 4
Mr. B Netshiswinzhe
Ms. R Manning 10 4
Ms. M Vuso 8 5
Dr. S Nggangweni 7 2 3
Ms. N Singh 4
Mr. C Finlayson 3 2
4.7. Board of Directors and Sub-Committees

The Board of Directors has three sub-committees namely: the Audit and Risk Committee; the
Remuneration Committee and the Service Delivery Committee. All these committees are properly
constituted and mandated and comprise of the members of the Board of Directors and Independent

Members.

The Board of Directors consists of eleven members of whom ten are Non-Executive Directors and one

Executive Director. The Board of Directors are enlisted in the abovementioned table.

The Board of Directors has the following duties to adhere to:

+ act in good faith by acting as a collective and refraining from acting in an individual capacity;
+ act within the scope of their authority;
+ execute their fiduciary duties in a bona fide manner; and

s exercise their duties with due care, diligence and skill.

The Board of Directors is responsible for ensuring the continued success of the company and is
guided by its charter. The Board of Directors are the link between management and stakeholders. The
Board of Directors shall appreciate that strategy, risk, perfformance and sustainability are inseparable
and to give effect to this by:

» contributing to and approving the strategy;

» satisfying itself that the strategy and business plans do not give rise to risks that have not
been thoroughly assessed by management;

s identifying key performance and risk areas;

« ensuring that the strategy will result in sustainable outcomes; and

e considering sustainability as a business opportunity that guides strategy formutation.

The Board of Directors shall inform and approve the company's strategy and satisfy itself that the
business plan is not encumbered by unexamined risks.
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4.7.1. Audit and Risk Committee

The Audit and Risk Committee consists of the following Non-Executive Directors and Independent
Members:

s The belated Mr. S Tsoku (Chairperson, Non-Executive Director);
s+ Ms. M Vuso (Non-Executive Director);

+ Ms. N Singh (Non-Executive Director);

s Mr. R Theunissen (Independent Member),

s Mr. A Torres (Independent Member),

« Prof. A Nel {Independent Member);

¢ Ms. L Fosu (Independent Member); and

e Mr. K Ramokgopa (Chief Executive Officer, Ex-Officio).

The Audit and Risk Committee consist of the abovementioned members. The role of the Audit and
Risk Committee is to assist the Board of Directors by performing an objective and independent review
of the functioning of the company's finance, accounting control mechanisms and risk management.
The Audit and Risk Committee exercises its functions through close liaison and communication with
the Internal and External Auditors. The Audit and Risk Committee met six times during the financial
year under review.

The Audit and Risk Committee operates in accordance with an Audit and Risk Charter authorised by
the Board of Directors and provides assistance to the Board of Directors with regard to:

+ ensuring compliance with applicable legislation and the requirements of regulatory authorities,
¢ matters relating to financial accounting, accounting policies, reporting and disclosures;

¢ internal and external audit policy;

¢ activities, scope, adequacy and effectiveness of the internal audit function and audit plans;

s review/ approval of external audit plans, findings, problems, reports and fees;

« compliance with code of ethics; and

« maonitoring of risk in terms of the COJ risk standards and policy.

The Audit and Risk Committee executed its responsibilities properly in terms of the Audit and Risk
Charter during the financial year under review. The Audit and Risk Committee has reviewed and
considered the Annual Financial Statements without management or the external auditors being
present. The Audit and Risk Committee subsequently recommended the approval the Annual
Financial Statements to the Board of Directors. The Audit and Risk Committee considers the Annual
Financial Statements of the company to be a fair presentation of the company's financial position.
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4.7.2. Remuneration Committee

The Remuneration Committee consists of the following Non-Executive Directors:

s Ms. R Manning (Chairperson)

+ Dr. S Nggangweni

e Mr. B Netshiswinzhe

s Ms. N Singh

+ Mr. C Finlayson

e Mr. K Ramokgopa (Chief Executive Officer, Ex-Officio)

The Remuneration Commitiee advises the Board of Directors on remuneration policies, remuneration

packages and other terms of employment for all Directors and Senior Executives. Its specific terms of

reference also include recommendations to the Board of Directors on matters reiating inter alia,
general policy remuneration, surplus bonuses, Executive remuneration, Director's remuneration and
fees, service contracts, option schemes and retirement funds. The committee mel four times during

the financial year under review.

As from 29 April 2010 — Ms. N Singh and Mr. C Finlayson were appointed as invitees to the

Remuneration Committee.
4.7.3.  Service Delivery Committee

The Service Delivery Committee consists of the following Non-Executive Directors:

* Mr. M Morokelo (Chairpersen);

o Dr. M Makhura;

« Dr. S Nggangweni; and

+ Mr. K Ramokgopa {Chief Executive Officer, Ex-Officio)

The Service Delivery Committee was established with the role of guiding and assisting the Board of |
Directors to exercise its oversight role of ensuring strategy fits into the thrusts of the Service Delivery !
Agreement; directing and guiding the company in terms of strategy and policy formulation and guiding
the company on alignment of resources in relation to implementation of strategic objectives. This
includes overseeing and directing the development of the enterprise strategy in view of economic
developments affecting the fresh produce industry, increase competition and market requirements and
increase requirements in investment of food quality and security. The Service Delivery Committee met
four times during the year under review. The Service Delivery Committee is responsible for reviewing
the organisational needs and objectives in line with the company’s mission andfor goals in the
following functional areas:
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Marketing and communications strategy,
Operations adequacy within the market environment;
Information Technology (IT) support to the company; and

Strategic planning and alignment with shareholders.
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5. SUSTAINABILITY REPORT

5.1. Sustainability Vision

The company’s vision of a sustainable future is embedded in its quest to deliver world class market
services to the citizens of Johannesburg and the broader client bases it serves. This includes
nourishment on a daily basis through the provision of suitable quantities and qualities of fresh

produce.

In achieving this task, the company views human creativity as a precious input in ensuring innovative
services that will through proper and transparent market systems enable producers to continue to
produce fresh produce on a sustainable basis. The company will therefore seek to provide services

and facilities on an equitable basis at fair value to all its stakeholiders.

The MOF project was developed specifically to ensure long term sustainability for the operation,
through aligning the company’s activities with industry requirements.

The company intends to constantly engage with its stakeholders and exchange ideas as part of its
active sustainability drive.

5.2, Sustainable Policies and Strategies

Sustainability is integrated into the strategies of the company. The company is also in the process of
developing a sustainable policy framework with associated sustainability risks assessments. Through
the diligent application of policies and adherence to food safety and food quality imperatives the

company will continue to contribute towards a healthy consumer community over the long term.

It remains the philosophy to ensure that stakeholders and their activities, which are integrated with the
company’s activities, are at all times considered in ensuring a vibrant future for all. The company,
therefore, also believes that its multi-faceted approach towards BEE will be crucial in ensuring that

targeted groups form part of sustainable growth strategies.

The company remains committed to report on material aspects in a structured way and which is
considered to be of interest to any of its stakeholders.

5.3. Material Issues

Whilst it remains the objective of the company to render the best value for money services and to
innovate accordingly, the company other Markets are limited in its endeavours to deliver in this regard.
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This is due to the resistance experienced against the increase of ad valoremn Market commission

which is currently set at 5% of the gross value of produce sold.

The company will continue to engage its production stakeholders to find innovative ways in addressing

the challenges and to find common ground, given the modern day requirements of consumers.

The latter discussion is also to be linked to the cost of maintaining current infrastructure. The Market
facilities are fully utilized and a balance is to be struck to ensure the long term sustainability of these
popular facilities.

5.4. Sustainable Commitments
5.4.1. Financial Sustainability

A company’s performance Is governed not only by its environmental and social activities, but also by
its economic achievements to give a balanced view. The company's continued economic success is
vital for the survival of the company and translates into job creation for employees who can, in turn,
deliver positive impacts to people’s livelihcods and society.

5.4.2. Revenue Streams

The main revenue stream is based on the commission that is derived from sales of produce, at 5% of
all sales.

5.4.3. Sustainability Risks

The Board of Directors acknowledge its overall accountability for ensuring an effective results-driven
enterprise risk management process. EXCO has implemented a risk control system to enable
management to respond appropriately to significant risks that could impact negatively or positively on
business objectives.

Risk reviews are conducted with input from the various depariments. Risks are identified and ranked
by departments. Subsequently, it's reviewed and then assessed by EXCO, the Audit and Risk
Committee and the Board of Directors to determine the major operational, strategic and business

continuity risks. The ratings of the risks are finalised after considering the mitigation plans and
executive accountability is assigned for each of the risks.
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5.5. Risk Management and Governance

The risk management approach of the company is embedded in the risk management framework of
the COJ.

The COJ conducts annual independent risk assessments on behalf of the company {0 ensure
objective risk management testing occurs. Additionally, the insurers of COJ conduct further annual
assessments which are aimed at establishing acceptable risk quantification. The Group Risk

Committee also provides oversight and advice in mitigating risks.

In pursuant of compliance with Section 62 (c) (i) and Section 85 (c) (i) of the MFMA, the company
executes regular seif assessments of both strategic and operational risks. All operational risks are also

considered on a monthly basis at MANCO meetings.

The Audit and Risk Committee evaluates the risk reporting of the company on a quarterly basis. Such
evaluations are supported through the independent evaluations of the company's internal audit

function.

The company has introduced continuous sirategic business risk evaluations and are fully appraised
with business conditions that may pose threats to the company. As such the company is fully capable
of responding to any threats in this regard.

The fresh produce industry is signified by fast changing tendencies. In this regard the company is
vigorously protecting its income capturing services network. The financial function of the company is
geared to ensure effective collection of income. Guided by a fraud risk policy and preventing skimming
practices the management of the company constantly evaluates innovation opportunities to minimize
risks.

In ensuring suitable risk migration the functions of insurance administration, occupational health and
safety as well as risk management are co-ordinated within the strategic support function of the
company. The company has assumed and apportioned self-insurance as part of its drive to ensure
suitable risk minimization.

Joint risk evaluation and training workshops ensured that staff members of the company achieved

optimum risk management awareness and are enabled to introduce mitigating actions where required.

A risk management culture is well established within the leadership core and in general amongst all
staff.




5.6. Economic Impact

The company's financial perfformance is covered in detail in the audited annual financial statements.

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 available to finance future operations and
that the realisation of assets and settlement of liabilities, contingent obligations and commitments will
occur in the ordinary course of business. This is also supported by financial ratios, as tabled below. ‘

TABLE 1
Financial Ratio Units | 2010 2009 2008 2007
Liquidity % 71 69 65 50
Solvency % 78 86 92 107
Interest Cover % 3.10 247 1.90 0.95

The liquidity ratio has shown an improvement from 9% in the previous year to 71% in the current
year. It is not yet at an acceptable level as per the best practice. The acceptable rate is 2:1. The
company will generate sufficient cash on a menth to month basis to cover its obligations.

The company’s solvency ratio is very high. The company is highly geared. The COJ as the exclusive
shareholder has provided the company with conduit loans which are subordinated. The ratio is based
on 100% external borrowing. |

The company has improved its interest cover to 3.1 times in the current year. This has significantly

improved compared to previous year's interest cover of 2.4 times. The ideal benchmark is a minimum
interest cover of at least two times earnings.
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5.6.1

BEE Procurement’

TOTAL PROCUREMENT

TOTAL CAPEX PROCUREMENT

TOTAL OPEX PROCUREMENT

5.7.

The company is fully appraised with the issues of modern day food security.

Socio-Economic Development

TOTAL PROCUREMENT

R 12 355,
18%

m T otal BEE Procurement Total Non BEE Procurement

TOTAL CAPEXPROCUREMENT

R 13 437, ’ R 2641,
84%

Non BEE Capex Spend BEE Capex spend

TOTAL OPEXPROCUREMENT

m Non BEE Opex Spend mBEE Opex Spend

In this regard the

company has embarked on an exercise to review its roll in food security and how new relationships

can be forged with stakeholders in the food industry.

The company has continued with its role to support the underprivileged through its food bank system

which is being operated in close conjunction with Food Bank SA.

" BEE Procurement excludes government and interrelated groups
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Young BEE entrepreneurs and producers were enabled to produce their first crops. Based on this
experience it is the intention to focus intensively on targeted groups with purpose designed

programmes.

5.7.1. Food Donations

Food donations are made through Food Bank (SA} in partnership with the COJ's Health and Social
Development Services with the aim to provide for the immediate and basic needs of the most
vulnerabie in the society, the poor, the indigent and the orphans of the HIV/Aids pandemic. Through
the company'’s Food Bank facility, non-surplus beneficiary organisations are invited to register on the

database to receive regular food donations to feed the needy.

Some of the donors who give generously include the producers Market Agents. The donations make it
possible for the Food Bank to continue distributing the much needed produce and other food items

needed on a regular basis.

The company's own quality food technicians determine which of the donated food is fit for human
consumption. It is vital that all produce donated go through a quality assurance inspection to ensure

that it is fit for human consumption.

5.7.2. Vegetable Hamper

The soaring food prices have been cited as one of the major drivers of South Africa's high inflation rate
and adversely affect poor households the most.

As the country's leading market for fruit and vegetables, the company partnered with the COJ to
prepare food hampers for distribution to needy households across the COJ's 7 regions. The project
was aimed at alleviating poverty especially amongst HIV/Aids infected and affected families and child
headed homes in and around the COJ.

The project saw food hampers prepared and distributed to the poor every month. The hampers are
prepared by the company's Food Bank Unit and are made up of 5 basic fresh produce commodities
including cabbage, carrots, onions, butternut and potatoes to provide good nutrition for the poor. The
food hamper project has also created jobs for numerous people whao are involved in preparing the
packs and are receiving “on the job training”.

The food hampers are part of a range of measures to mitigate the effect of food prices on the poor,

Other measures includes educating the public to shop smart by comparing prices and switching to
alternative food commodities to cope with rising prices.
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5.8. Transformation and Empowering Employees

The company is committed to the development of its employees. Performance is rewarded and
employees are involved in planning the future activities of the company. A program aimed at pursuing
skills transfer forms part of day to day activities. Staff members are exposed to breakaway planning

sessions, workshops, seminars and conferences and are regularly encouraged by to participate in

innovative activities.

The company is reflective of the transformation imperatives as determined. It remains a key challenge
to ensure wider representation by physically disabled individuals due to operational realities. The
company remains committed to increase the numbers of physically disabled employees.

58.1. Small Business Development

The company established a Youth Desk, which supports youth initiatives and encourages the youth to
become involved in farming and agriculture. The initiative is aimed at assisting the youth to become
economically involved in the commercial agricultural sector, As the biggest market on the African
continent, the aim is to set a trend that other markets in the country and outside the borders will follow

to help stem the decline in agriculture productivity and loss of skills.

The Youth Desk play an important role in developing agricultural awareness and skills among young
people in South Africa — in particular school leavers to change their perception of the sector as
unexciting by exposing them to the diversity of career opportunities in the sector including new and

existing technology of doing business. The year under review saw a prepared agricultural land handed

over to fourteen orphans aspiring to be farmers.

58.2. NVC Programme

The company has also created a NVC programme, which is operated under the auspices of Agri-
SETA and provides training, coaching and assistance to leaner's. Candidates are given basic
theoretical training of how to set up a business including financial planning and are assisted with
registering their businesses. They are given office space, furniture and IT equipment as well as
receiving a small cash injection. Their progress was closely monitored. The NVC programme came to
an end in May 2010. The learners are currently in the process of setting up businesses at the Soweto
Market. The company has provided the learners with internet access and premises at no cost.

5.8.3. Collation Points

The company is taking a lead in the transformation of agribusiness through establishment of collation
points to'create better access for emerging farmers to bigger markets. Collation points are being

developed and are in essence a one stop centre for emerging farmers residing within a particular
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kilometre radius to drop off produce where it will be sorted, graded, branded and packaged before
sending to the market. The collation points will up-skill farmers while addressing the issue of logistics

efficiency as farmers will benefit from sharing transport costs.

5.8.4. Education

Given the fact that there are a few agricultural college institutions, there’s a general lack of apprentice
centres in Sub-Saharan Africa thal offers agribusiness training to equip learners with skills and

experience to apply in real work situation.

It is for the above reason that the company plans to intreduce a Food Hub academy to offer on-hands

agribusiness training to increase the pool of people with skills to manage agribusiness enterprises.

The academy will offer practical courses in partnership with a reputable tertiary institution, and
practical theory to be offered by the company. During their training apprentices will get to work in
various facets of the market business including, but not limited to, banana ripening, consignment
control, quality inspection, cold chain management, floor inspection and marketing. With agriculture
taking centre stage in terms of increased awareness as an economic enabler and a potential tool to
create jobs and alleviate poverty, it is expected that there will be a significant amount of take up of
students from across Sub-Saharan Africa and the world.

5.8.5. Succession Planning

To ensure continuity and retention of information, the company has embarked on a succession

planning and mentoring programmes.

58.6. Skills Development

As the largest fresh produce market in the world, the company strives to ensure that it remains a
leader in the industry. Recognising that the people within the organisation are the key to its continued
success, the company identifies educational programmes and courses that will improve operations at
the market as well as enhance the development of empioyees. The training provided to employees is
summarised in the table below:

MALES FEMALES
DEVELOPMENT A C | w A c | w TOTAL
Peace Officer 29 1 15 2 47
PPECB 26 20 46
SARS e-filing 14 2 17 2 1 2 38
Disciplinary Hearings 9 1 2 3 15 3 2 35
COID Act 13 9 1 1 24
Vat Refresher 9 1 1 1 6 3 0 3 24
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MALES FEMALES
DEVELOPMENT A Cc | w A C | w TOTAL
Basic Hygiene 5 13 18
Project Management 3 1 2 2 5 2 1 2 18
HIV/AIDS - Staff 6 8 15
HIVIAIDS Committee 5 9 1 15
Heaith and Safety 8 4 12
Snake Handling 7 1 2 10
Peace Officer 6 3 9
MS Excel Intermediate 2 2 4 8
Office Mgt 2 5] 8
Secretaries’' Day 2 2 3 7
Cold Stores Operations 2 1 2 5
Banana Workshop 1 1 1 3
Forklift Driving 3 3
JDE Refresher Contracts 1 1 1 3
MS Excel Basic 3 3
Shop Stewards 1 2 3
Switchbeard 3
Executive Pas 1 1 2
IFRS 1 1 2
New Companies Act 1 1 2
Oracle Application Server 1 1 2
Oracle Application | 1 1 2
Advanced Driving 1 1
Annual Tax Update 1 1
Asset Management 1 1
Case ware 1 1
Certificate in Fraud Exam 1 1
Corporate Governance 1 1
Effective Tendering 1 1
Fin Modelling — Excel 1 1
Financial Modelling 1 1
Floral/Basket Arrange 1 1
Fundamentals of Leasing 1 1
HRD Conference 1 1
Total 155 7 9 13 152 16 3 24 379
5.9. Health and Environmental Responsibility

The company is aware of the impact of global warming on the production of fresh produce. Often
crops are damaged as a consequent of elements of adverse weather conditions affecting supply levels
of produce to the Market. Planning in this regard will be incorporated into the company's food security
programme.
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Being mindful of the dangers of gas emissions caused by motor vehicles and handling equipment, the
company is moving towards the sole usage of battery operated units in the storage areas of its

envisaged Premium Hall developments.

Organic material forms a substantial part of waste which the company intends to convert into

alternative forms of electricity.

Since food safety forms part of its core services, the company through its laboratory and associated
expertise ensure that cleansing and sanitation of the Market is conducted through approved cleansing
chemicals. Produce is also tested to ensure that produce is free of any pesticide or other chemical
residues. The company supports nature friendly cultivation methods.

Heaith and safety also extends to employee and customer wellness. To this end, the company has
established a Wellness Centre to attend to sick employees and any workplace injuries to ensure

overall wellness of stakeholders.

The company also facilitates voluntary HIV/AIDS testing and counselling. Thirty employees received
HIV/AIDS training during the period under review. Currently, the company has twenty peer educators
in various departments that are trained to advise and assist employees on issues pertaining to
HIV/AIDS. The company also has an HIV/AIDS Committee that meets regularly to discuss matters
regarding different issues that are related to HIV/AIDS in the workplace and to identify and eliminate
any obstacles in the employment experience HIV/AIDS positive employees may encounter. An
HIV/AIDS memorial package was given to each employee on 21 May 2010 to commemorate
HIV/AIDS Memorial Day and enforcing the message of living a safe and healthy lifestyte.

The company has recognised the importance of being environmentally responsible and spends a
sizeable budget each year on managing the tons of waste it produces. The company spends a
considerable amount of money annually to ensure that all waste is removed and that the market is
kept clean. A feasibility study is being conducted to convert current wastage into electricity.

The Market operation currently experiences just less than 1% of wastage on fresh produce. The
company has elected to practice a logical principle of reduce, re-use and recycle natural resources.
Optimal reclamation of recyclable packaging waste is achieved through a partnership established with
Nampak, who are one of the country’s leading paper manufacturers and have set up a reclamation
centre on site. The spin-off benefits, includes reduction on waste removal cost, job creation for
reclaimers, a cleaner market facility and reduction in damage or pollution to the atmosphere.
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510. Information Technology (IT)

Sustainability in the IT environment encompasses the ability to create cost saving operational

methods, models and technology to ensure a lowered carbon footprint.

Being aware of its responsibility in this regard the company is working diligently towards capturing it's
in excess of 20 000 daily electronic transactions, in a virtualized environment as far as practically

possible.

Being the custodian of a central trading system it is also the intension to develop integrated systems
serving all stakeholders better and to reduce emissions from standby power supply plants and battery
support systems. The company will also dispose responsibly from obsolete equipment as it is fully
aware of the dangers embedded in scraped IT equipment. It will also be a continuous drive to ensure

lower power consumption.

IT improvements and refinements form part of the culture of the company to continuously innovate.
The latter will be done across the IT service delivery chain from producers to buyers. Food safety and
traceability control elements will be built into the IT system and the services provided to stakehoiders.

511. Stakehoider Engagement

Stakeholder engagement is an integral part of the manner in which the company conducts business,
understanding the interests and expectations of its stakeholders fulfill a vital role in deepening and
extending its relationships. The company defines stakeholders as a person, group or an organization
that has a direct stake in the business of the company because they can affect or be affected by the
company’s activities, objectives and policies.

The company has successfully brokered productive dialogue and engagement between tenants,
buyers and Market Agents by establishing the JMTF. The JMTF meets once per month during the first
and fourth quarters and bi-weekly during the second and third quarters of each financial year. The
JMTF deals with a wide range identified problems, set goals and targets, disclose their actions and
develop solutions to issues relating to sustainability. The JMTF serve as a medium for stakeholders to
provide the company with candid and constructive feedback about a company's performance and
delivery of mandated services. It is important for the company to understand the needs and concerns
of its stakeholders to ensure the longevity and continued success of the Market. Stakeholders provide
the company with their insights into their perceptions of the value offering provided by the company.

The company is committed to meeting stakeholders needs at every leve! and monitor customer
satisfaction throughout the business using various mechanisms. Raising the profile. of the key

sustainability issues in South Africa is an integral part of the company’s commitment to sustainability.




The company has recently accelerated its interaction with the Market Agents, subsequentiy to the
approval of the MOF, to ensure that Market Agents are included in the planning and execution of the

MOF. The MOF will go a long way to reposition the Market and to ensure the continued success of the
Market.
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6. AUDITED FINANCIAL STATEMENTS

6.1. Directors Responsibility Statement

The Board of Directors are required in terms of the Companies Act to maintain adequate accounting
records and are responsible for the content and integrity of the financial statements and related
financial information included in this report. It is their responsibility to ensure that the financial
statements fairly present the state of affairs of the company as at 30 June 2010 and the results of its
operations and cash flows for the period, in conformity with South African Statements of GRAP. The
auditors are engaged to express an independent opinion on the financial statements. The financial
statements are prepared in accordance with South African Statements of GRAP including any
interpretations of such Statements issued by the Accounting Practices Board, with the prescribed
GRAP issued by the Accounting Standards Board replacing the equivalent South African GAAP

Statement as follows:

Standard of GRAP
Statement of SA GAAP

GRAP 1: Presentation of financial statements

AC 101: Presentation of financial statements

GRAP 2: Cash flow statements

AC 118: Cash flow statements

GRAP 3: Accounting policies, changes in accounting estimates and errors
AC 103: Accounting policies, changes in estimates and errors

The financial statements are based upon appropriate policies consistently applied and supported by
reasonable and prudent judgments and estimates. The Board of Directors acknowledge that they are
ultimately responsible for the system of internal financial control established by the company and
place considerable importance on maintaining a strong control environment. To enable the directors to
meet these responsibilities, the board of directors sets standards for internal control aimed at reducing
the risk of error or loss in a cost effective manner. The standards include the proper delegation of
responsibilities within a clearly defined framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout
the company and all employees are required to maintain the highest ethical standards in ensuring the
company’s business is conducted in a manner that in all reasonable circumstances are above
reproach. The focus of risk management in the company is on identifying, assessing, managing and
monitoring all known forms of risk across the company. While operating risk cannot be fully eliminated,
the company endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems
and ethical behaviour are applied and managed within predetermined procedures and constraints. The
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