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Vision

To be “A World-Class Social Housing Provider of choice”

Mission
“To provide quality, affordable and sustainable social housing products, JOSHCO will:
Manage existing rental housing stock;
Convert and manage hostels;
Refurbish and manage Inner City ‘bad’ buildings;
Develop and manage new social housing products
Delivery is facilitated by a skilled and motivated team to ensure best practice and customer
satisfaction.”
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CHAPTER ONE: INTRODUCTION AND CORPORATE PROFILE

SECTION 1: CORPORATE PROFILE AND OVERVIEW OF THE ENTITY

This report covers the activities that occurred during the financial year 2010/2011. The
Johannesburg Social Housing Company SOC Limited (“JOSHCO”) was established in
November 2003 by the City of Johannesburg (City) to provide and manage affordable rental
housing for the lower income market as an integral part of efforts to eradicate the housing
backlog of the City. JOSHCO is a registered social housing institution and is accredited by the
Social Housing Regulatory Authority (SHRA). JOSHCO predominantly serves families whose
total household income is between R1500 and R7500 per month.

The core business of JOSHCO may therefore be said to include: the development of social
rental housing; the refurbishment, upgrading and management of Council owned rental housing
stock; housing management; the refurbishment, upgrading and management of hostels and the
provision of turnaround strategies where necessary.

Provision of quality services is important in rendering a professional and efficient service to
customers in order to implement the City’s service delivery mandate.

As a Municipal owned entity, JOSHCO is required to comply with all the relevant legislation (i.e.
Municipal Finance Management Act; Municipai Systems Act and the Companies Act). The
policies and strategies of JOSHCO are strongly influenced by the vision of the City of
Johannesburg.

As at the end of the financial year of 2010/2011, JOSHCO’s staff complement consisted of sixty
five (65) full time (contract and permanent} employees.

Johannesburg Social Housing Company
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FOUNDING PRINCIPLES OF JOSHCO

The following are JOSHCO's founding principles:

“to strive to become a world class social housing institution”

“to provide sustainable housing solutions by developing and managing quality habitable
neighborhoods”

“to efficiently provide affordable social housing premised on defined and managed
relationships with all stakeholders”

“to foster teamwork and embrace new ways of thinking to attain outstanding
performance”

“To be a people-centered organization built on the principles of effective communication,
human capital and enabling systems”.

In defining its service to the people of Johannesburg, JOSHCO is guided by five core
organizational values:-

Integrity : Honesty; Principled; Transparency; Accountability

Customer Focus : Listen; Build Relationships; Evaluation and Reflection
Excellence : Productivity; Professionalism

Innovation : Imagination; Enthusiasm; Boldness; Tenacity

Team Work :Goal Orientation; Respect; Communication; Dependability and

Trustworthiness; Flexibility; Diversity

The board and management team of JOSHCO strive to operate in an innovative, enterprising,
results-orientated and accountable manner through:

High standards of accountability, consultation and ethics;
Efficiency and cost effectiveness in the delivery of social housing;
Social and fiscal responsibility; and

Open, participative and transparent management.

___________ 4 //7/ [ 11
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SECTION 2: STRATEGIC OBJECTIVES

In order to realize the company’s Vision and Mission within the parameters of a Balanced
Scorecard approach, JOSHCO's “Strategic Objectives” are founded on:
1. Developing integrated systems (internal Business perspective);
2. Enhancing levels of customer satisfaction (Customer/Learning and Growth
Perspectives);
3. Ensuring effective housing management services (Customer/nternal Process
Perspective),
4. Enhancing revenue collection (Financial Perspective/Internal Business perspective);
5. Developing a diverse portfolio of housing stock (Customer/internal Process
Perspectives);
6. Managing and monitoring internal/external control systems and risks (Internal Process
Perspective);
7. Ensuring financial viability/sustainability (Financial Perspective); and
8. Developing skilled, competent and content staff (Learning and Growth Perspective).

Mirrored against this, and informed by the strategic agenda priorities of the City, JOSHCO seeks
to achieve three strategic outcomes, which are:
¢ Reducing the housing deficit in Johannesburg by developing housing;
¢ Improving the quality of residential neighborhoods through managing housing; and
¢ Promoting the physical and institutional sustainability of Johannesburg by collecting
housing revenue.

The above three outcomes are reduced to quantifiable, time-defined and measurable strategic
objectives. These strategic objectives are the basis of both the organizational functions, as well
as the organizations scorecard. They are:-
¢ The development of housing through the programmes of Green Fields (i.e. projects
commencing with new construction of buildings) / Brown Fields (projects that entail
refurbishment of buildings); Special Projects; Hostels Redevelopment and
Refurbishment; inner City upgrades; and Public Stock refurbishment.
e The management of housing by carrying out procurement; allocations; maintenance;
contract administration; and client relationship management;
¢ The collection of housing revenue through effective contract administration; billing; credit
control; defaulter evictions and client relationship management;
» The effective management of finance, systems and equipment;
* The achievement of sound corporate governance standards;
» The sound management of human resources;
» The sound management of client relations through the provision of client services; and
s The facilitation of community development initiatives.

The above eight strategic objectives form the company’s balanced scorecard. Each of these
strategic objectives (the Key Performance Areas) is broken down into more detailed and
measurable objectives with specific targets as reflected in the balanced scorecard. These are
reflected in the balanced scorecard as the Key Perform Indicator Ifnedﬂg-chapte:.e S —
y ance Ind SjoghRE urg Soclal dousing Coniye.,

JOSHCO’s mandate and core business is three fold: Dater............. £/1%

................................

a. Institute a programme that will deliver quality and affordable ho] §559éture- A
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b. Ensure sustainability of low cost housing through a customer friendly and efficient
housing management programme; and

¢. Implement a rigorous revenue programme that will ensure sustainability of the company
mindful of socio-economic constraints.

Strategic Agenda Priorities for JOSHCO are depicted against the six Mayoral priorities below,
which make it clear that JOSHCO's contribution towards the achievement of the City's key
strategic priorities is focused chiefly on achieving settlement restructuring (Priority 4). The
breakdown below further outlines how JOSHCO’s mandate adds value to achieving all six
Mayoral Strategic Priorities of the COJ.

1. PRO-ACTIVE ABSORPTION OF THE POOR
¢ By providing housing to lower income people, JOSHCO contributes to the eradication
of poverty and the affirmation of poor people as formal residents of the City.
* In its housing developments, JOSHCO facilitated the employment of smalil and
emerging contractors. JOSHCO'S Procurement Policy is geared towards
empowering Previously Disadvantaged Groups when procuring goods and services.

2. BALANCED AND SHARED GROWTH

» Project interventions by JOSHCO achieved balanced development that is denied by
ordinary market forces. This allows all the City’s citizens to share in economic
growth. (JOSHCO creates affordable housing where market forces lock it out.
JOSHCO invests in areas where market forces are a barrier to entry.)

* JOSHCO projects promote the National Sustainable Development Agenda.

* JOSHCO'’s interventions always aim at Urban Restructuring through their strategic
focus at location, social integration, and economic profile.

3. FACILITATED SOCIAL MOBILITY
» Adequate shelter and services provide poor families with the certainty and security to
be able to compete in Johannesburg’s economy.
¢ The housing ladder allows residents to be mobile as their economic status improves.

4. SETTLEMENT RESTRUCTURING
* Development of housing through five programmes i.e. Green fields and Brown fields:
Hostel Redevelopment and Refurbishments, Special projects, Inner City upgrades
and Public stock Refurbishment.
* JOSHCO contributes practically toward developing the in
Roodepoort e.t.c.
e JOSHCO restores order and liveability in “council estates”

ohannesburg,
Johannesburg Social Housing Company

5. SUSTAINABILITY AND ENVIRONMENTAL JUSTICE
* Effective financial sustainability of the City is promoted by JOSHCO turning around
the performance of the City’s rental housing stock portfolio and recovery costs.
* Environmental justice is ensured through the supply and maintenance of safe and
healthy living environments.
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6. INNOVATIVE GOVERNANCE SOLUTIONS
» Housing management and revenue collection is ensured through systems and

protocol solutions. These are efficiently and accurately implemented due to careful
training.

dohannesburg Social Housin

g Company
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CHAPTER TWO: LEADERSHIP OVERVIEW

SECTION 1: FOREWORD BY MEMBER OF THE MAYORAL COMMITTEE

The deficit in housing supply in comparison to the demand for housing in
the City of Johannesburg is already well known by everyone. The
existence of numerous informal settlements as well as the overcrowding
in some areas where people share accommodation in unsuitable
conditions is a symptom of this deficit. Added to this reality is the fact that
so many inhabitants within the boundaries of the metropolitan area either
unemployed or in very low wage employment and that this means that
incomes for many people are very low. This is of course finked with low
skills levels and the slow pace of decent jobs growth. Within this context,
the City has placed a very strong emphasis on the production and
management of decent and good quality housing at an affordable price
that is within the reach of many of the families who survive on a very moderate income.

Itis the stated expectation of the City of Johannesburg that it's affordable rental housing agency,
JOSHCO, will contribute toward making available the kind of good quality but affordable product
which | have referred to. There are, of course, numerous implementing agents that can lend
support to the City in its drive for more affordable housing. Amongst these, JOSHCO has and
will continue to focus on the affordable rental market rather than housing for sale to
beneficiaries. We as the City of Johannesburg do believe that JOSHCO has honoured its

mandate over the past number of years, and the year ended 30 June 2011 has been no
exception.

Examples of what | am referring to include the completion of phase two of the Antea hostel
conversion in Industria West as well as the transformation of the previously derelict AA House
on Wanderers Street in the inner city into a magnificent clean and secure residence for 215
tenants in the heart of Johannesburg. In doing projects like this, | am very pleased to observe
the extent of the positive results in creating new employment for people living in the areas where
these projects are being undertaken. It goes without saying that the production and
management of housing by JOSHCO is very important, but the spinoffs of this work, in the form
of job creation and the support given to small and emerging enterprises is equally important.

In the next financial year | hope to work closely with the Chairperson of the Board of JOSHCO in
supporting him in the efforts of his board and management to maximize revenue collection while
at the same time ensuring that the projects delivered by JOSHCO are “tuned in” to the needs of
the members of the community of Johannesburg. While improved housing services are very
important, the recovery of costs from the community that consumes these services is equally
important if we wish to ensure the sustainability of this important initiative.

| thank the Board of JOSHCO and their management team for all of their hard work and

dedication over the past twelve months of the financial year and | wish them well for the year
ahead.

Clr. Dan Bovu, MMC: Housing Johanneshurg Soclal Houging Company
B\ (= — g /L // .................
Signature:.. /?’é{/] S
Office of & CEP 9
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SECTION 2: CHAIRPERSON’S FOREWORD

Like all Municipal owned companies in the City Group, JOSHCO was
called upon to navigate through an environment where “balancing the
budget” had become difficult on both the revenue as well as the
expenditure side. The slowdown in economic growth as well as
retrenchments by some employers did have a negative impact on
JOSHCO’s rental default rates, and it was very important for
management to set in place special measures to reduce the impact of
non payment. To some extent these measures were successful and
JOSHCO ended the year in a position and with a reasonable surplus
despite being 1% off target on the collections side. On behalf of the
Board | would like to express our appreciation to the staff of JOSHCO
for their extra efforis especially in the final quarter of the year where
revenue collection was improved from 79% to 84%.

Although there are absolutely no guarantees that 2011/2012 will be any easier from a financial
point of view, we are satisfied that JOSHCO has managed to adapt to more testing conditions
and we are committed, through constant oversight and control, to steering the work of the
organization so that service delivery can continue to take place for those families in
Johannesburg who are most in need of the type of housing product that JOSHCO has become
accustomed to producing. We are especially happy that greater focus is being placed on
housing in the inner city area where the demand is so great, and we look forward to launching
the AA House affordable rental housing development next year.

Some changes also took place within the Board of Directors during the reporting period. Mr
Brian Moholo who had served on the JOSHCO Board for several years retired from the Board
when he was appointed Chief Executive Officer of the Social Housing Regulatory Authority
(SHRA). We congratulate Mr Moholo on his appointment to this important statutory body, and
we thank him for his service to JOSHCO over the years. | also thank the entire Board of
Directors for their hard work and dedication over the past year.

On behalf of the Board of JOSHCO, | would like to thank the former Executive Mayor of the City
of Johannesburg, Clr Amos Masondo and his former Member of the Mayoral Committee for
Housing, CIr Ruby Mathang, for all of their hard work and the leadership that they demonstrated
during the most critical growth phase of JOSHCO throughout their recent term of office.

Finally, the tail end of the reporting year also ushered in a new Mayoral Committee following the
Local Government elections in May 2011. We welcome Clr Dan Bovu and wish him strength and
wisdom in his new role as the Member of the Mayoral Committee responsible for Housing.

We also congratulate Clr Parks Tau on his appointment as the Executive Mayor of the City of
Johannesburg and we wish him well in his leadership to guide the City over the coming term.

Ishmael Mkhabela
' - Johannesburg Sociai Housing Company {
Chairperson of the Board of Directors Date: /7 Z,[ /. {1

ra / - -
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SECTION 3: CHIEF EXECUTIVE OFFICER’S REVIEW

The purpose of JOSHCO's existence ultimately is to develop affordable
rental accommodation, manage that accommodation to the satisfaction
of the tenants, and collect all rental payments levied. An assessment of
JOSHCO’s performance in these three areas can be summarized as
follows:-

HOUSING DEVELOPMENT

Viewed from the overall target for the 2010/2011 financial year, 161

completion certificates were achieved for the development and

refurbishment of housing. This represents an over achievement of 2 self
contained units but an under achievement of 146 emergency beds which were still under
construction at the end of the financial year.

The table below shows the number of units delivered annually over the past five years:-

Johannesburg Social Housing Comg

Date:.. g // /[ I/ 2’

Signature:..... ”/ A R—
Office otrthe CEQ
_ Joshico

As can be seen from the above table, JOSHCO has completed a total of 7,463 units over the
term of the previous Mayoral Committee. While this does represent an important contribution to
affordable rental housing in Johannesburg, budget pressures within the city group have certainly
had a recognizable impact on slowing outputs.

HOUSING MANAGEMENT

The following represent some of the key highlights achieved by JOSHCO in the growth and
management of the JOSHCO housing management portfolio.

11
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. In the 5 years from 30 June 2006 to 30 June 2011, JOSHCO's housing porifolic under
management has grown from 2127 to 8754 units.
. This portfolio grew by 450 units during the 2010/11 financial year.

. 97 % of customer complaints were resolved by the year end against an annual target of
90%.
J 90% of illegal occupants indentified in JOSHCO units were regularized.

The chart below depicts the breakdown of the housing portfolio under JOSHCO management
per portfolio type as it was at the end of the financial year covered by this report:-

32%

Percentage Categories of Stock at June 2011

0Ccod Stock
OHostel Beds

OHostel Conversions

24%
ENew Family Apartmants
% 22% aCommunal
Project Qtr 1 Qtr 2 Qtr 3 Qtr 4 No. of
Accounts
for
Billing
Communal Housing 925 925 925 1301 1301
New Built Family Apartments 1755 1789 1918 2099 2099
Units in Hostel Conversions 491 593 5383 593 723
Hostel Beds 2082 1928 1928 1928 847
COJ & CHC Stock 2833 2833 2833 2833 2833
Total 8056 8068 8197 8754 7803
Cumulative Target 8718
Johanneshurg fa Hbusing Company
Dater.........8. /.
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As the above table shows, JOSHCO has a total of 8754 billable units and hostel beds and is
actively billing 7803 of these. The difference of 951 comes predominantly from vacant hostel
beds.

HOUSING REVENUE

JOSHCO's collection rate on residential leases to the end of the reporting period represented
84% with the amount billed for the year of R £3.165 million and the amount collected being
R44.628 million. This was 1% below the target for the year which was set at 85%. Joshco would
have met its 85% target if all ME’s had settled their obligations at year end.

The table below shows the yearly collection rates together with the percentage movement
experienced between the years.

YEAR COLLECTIONS CHANGE
2006/2007 82% + 36.7%
2007/2008 94% + 14.6%
2008/2009 84% -10.6%
2009/2010 85% +1%
2010/2011 84% -1%

Revenue billing for the year ended 30 June 2011 grew by 26,7% to R53.165million from
R41.962 million during the year ended 30 June 2010. The increase is largely attributable to
increase in number of rental units from 8304 in 2010 to 8754 in 2011, including the
commissioning of Citrine Court and Bellavista New where market linked rentals are levied.
Revenue collections at R44.628 million were higher than amounts collected in the prior year,
which were R 35.481 million. The increase was in line with increase in revenue billing (25, 78%).

Other than the area of revenue collection, JOSHCO's performance on the whole for the financial
year ended 30 June 2011 was mugch in line with expectations.

The following indicators can be highlighted:-

o JOSHCO did manage to end the year with a small surplus after making various efforts at
expenditure control and revenue maximisation. This was an important effort in view of
the priority given to not repeating last year's deficit.

o Regretfully however, utilities costs accrued once again exceeded budget by a shocking
margin and management will need to attend to these wide variance in billing with the
revenue department.

o The Capital Budget was fully utilised and resuited in the achievement of all construction
targets at AA House; the Antea Hostel Conversion and Roodepoort. The 146 emergency
beds that are being constructed at Lynatex House were however not completed and
construction is proceeding during 2011/2012 with funding from the Department of
Economic Development.

Johannesburg S clal Ho ms_ing Compai.y i
Rory Gallocher va.......8.. | L Z U
Chief Executive Officer ¢ [ A7/ 7
Signature:..........2 [ -
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SECTION 4: STATEMENT OF RESPONSIBILITY

The Directors are required by the Municipal Finance Management Act (Act 56 of
2003),and the Companies Act of South Africa, Act 61 of 1973, to maintain adequate
accounting records and are responsible for the content and integrity of the consolidated
annual financial statements and related financial information included in this report. it is the
responsibility of the directors to ensure that the consolidated annual financial statements fairly
present the state of affairs of the company as at the end of the financial year and the resuits of
its operations and cash flows for the period then ended, in conformity with South African
Statements of Generally Recognised Accounting Practice. The external auditors are engaged
to express an independent opinion on the consolidated annual financial statements and were
given unrestricted access to all financial records and related data.

The consolidated annual financial statements have been prepared in accordance with
Standards of Generally Recognised Accounting Practice (GRAP).

The consolidated annual financial statements are based upon appropriate accounting policies
consistently applied and supported by reasonable and prudent judgments and estimates.

The Directors acknowledge that they are ultimately responsible for the system of internal
financial control established by the entity and place considerable importance on maintaining a
strong control environment. To enable the directors to meet these responsibilities, the
directors set standards for internal control aimed at reducing the risk of error or deficit in a
cost effective manner. The standards include the proper delegation of responsibilities
within a clearly defined framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk. These controls are monitored
throughout 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 is 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 endeavors
to minimize it by ensuring that appropriate infrastructure, controls, systems and ethical
behavior are applied and managed within predetermined procedures and constraints.

The Directors are of the opinion, based on the information and explanations given by
management that the system of internal control provides reasonable assurance that the
financial records may be relied on for the preparation of the consolidated annual financial
statements. However, any system of internal financial control can provide only reasonable,
and not absolute, assurance against material misstatement or deficit.

The directors have reviewed the company’s cash flow forecast for the year to 30 June 2011
and, in the light of this review and the current financial position, they are satisfied that the
company has or has access to adequate resources to continue in operational existence for the
foreseeable future.

The entity is partly dependent on the City of Johannesburg Metropolitan Municipality for

continued funding of operations. The consolidated annual nahwiabmaté'r"sreaﬁ Amugngpaenhany
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on the basis that the company is a going concem and that the City of Johannesburg
Metropolitan Municipality has neither the intention nor the need to liquidate or curtail materially
the scale of the company.

Although the Directors are primarily responsible for the financial affairs of the company,

they are supported by the company's internal auditors.

Johannesburg [

Ofial Hou ing Companyg
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CHAPTER THREE: PERFORMANCE HIGHLIGHTS AND CFO’S OVERVIEW

SECTION 1: HIGHLIGHTS AND ACHIEVEMENTS

The year ending 30 June 2011 was notable due to the following achievements:-

Joscho won the UN Habitat Scroll of Honour Award for providing thousands of affordable housing
units, improved living conditions and basic services to poor families.

Of the 8718 units planned for procurement and placement under JOSHCO management, some
8754 were in fact taken into JOSHCO management. This exceeded the target projected for the
year by 36 units.

Some 100% of the planned maintenance programme for the year was implemented, thus meeting
the target for the year.

Some 97% of the customer complaints received by JOSHCO had been resolved at 30 June 2011
thereby exceeding the planned target by 7%.

90% of the illegal occupants identified within JOSHCO managed units had been regularized and
had signed formal lease agreements by the end of the reporting period. This achievement
exceeded the planned target of 30% by 60%.

JOSHCO collected 84% of revenue billed throughout its portfolio. This was 1% less than the
planned target of 85%.

Some 79% of the JOSHCO budget was spent in favour of black economic empowerment (BEE)
and small and medium enterprises (SME). This achievement exceeds the planned target of 75%
by 4%.

The skills development plan for the organization was fully implemented for the year with more
than 1% of the salary bill being expended within the year under review.

JOSHCO lent the full weight of its efforts toward supporting the Extended Public Works
Programme (EPWP) with the creation of some 1,479 jobs in the year.

The satisfaction rating of tenants for Joshco service improved from 59% in June 2010 to 66% in
of 7% in customer satisfaction for the reporting year.

Johannesburg Sqclal Housing Gompany
Date: g (T {"
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The table below depicts the financial position from the 2006/2007 financial year through to the 2010/2011 financial year

Units 2011 2010 2009 2008 2007
{Restated) | (Restated)

Key financial figures R'000 R'000 R'000 R'000 R'000
Total assets R'000 136,464 141878 174,795 148,338 36,514
Total equity R'000 8.070 1,848 3,846 1,999 1,117
Toial equity and liabilities R'000 136464 141,878 174,795 148,338 37,631
Bank balance R'000 7,891 993 1,948 10 1,678
Capital expenditure R'000 42,817 126,522 186,485 140,748 38,210
External Funding Loans R'000 19,554 19,554 19,554 - -
MIG R'000 - - - - -
Revenue R'000 57,774 48,661 35,451 23,909 10,487
Grant and Subsidies R'000 17,173 11,794 16,046 12,129 11,551
Direct cost {If applicable) R'00C - - - - -
Employee costs R'000 21,813 18,514 15,367 10,801 9,415
Discounting R'000 -258 -410 887 - -
Finance income R*'000 1,971 3,980 577 - -
Finance costs R'000 1,929 1,902 978 2,141 52
Deficit) / Surplus before tax R'000 5,258 -2,613 2,325 588 126
Income tax expense-current R'000 -47 389 1,242 272 -17
Income tax expense-deffered R'000 -917 -1,309 -764 - -
Surplus for the year R'CO0 6,222 -1,699 1,847 860 109
Cash generated from operations R'000 -24981 58,956 29,624 33,731 -8,933
Net casgh from operating activities R'000 -24981 58,956 29,279 31,761 -8,833
Net cash used in investing activities R'000 256 -572 -18,042 -79,932 -12,321
Net cash from / (used) in financing activities R'000 32,615 -58,995 -9,2985 46,599 20,938
Financial ratios
Liquidity % 131% 152% 137% 99% 80%
Solvency % 106% 99% 98% 100% 100%
Total operating expanditure / revenue % 93% 101% 93% 94% 99%
Interest coverage Ratio 271% -16% 358% 5% 0%
Other
Employees number 65 60 58 45 39
Employment equity % 82 78 78 G4 55
Gender equity %o 49 45 43 42 44
People with disabilities % - - - - -
Training cost R'000 432 134 163 88 85
Black economic empowerment R'000 104,680 155,314 277,300 127,200 o]
Corporate social investment R'000 - 188 193 - -

Date:.

@_7
Johannesburg Sog¢ial Housjng Company
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SECTION 3: FINANCIAL PERFORMANCE

The review of the company’s financial performance for the year ended 30 June 2011 should be read
in conjunction with the consolidated annual financial statements. The overall operating results for the
year ended 30 June 2011 show a year to date surplus of R6.222million. Although JOSHCO operates
on a balanced budget, the company made a surplus through additional income like bad debts
recovered, proceeds from insurance and interest income.

3.1 Revenue

The total revenue of R74.947m was received by JOSHCO for the year ended 30 June 2011 and this
was over budget by 6% (R3, 940m). The revenue was constituted of operating subsidies granted by
the City of Johannesburg Metropolitan Municipality amounting to R17.173m, bad debts recovered
R1.920m, rental and levies amounting to R51,147m; project implementation fees R909k; the interest
received of R1,971m, other income amounting R819k and provincial grants R914k. This income was
sufficient to meet the rising operating costs.

Further, there was a shortfall against budget in rental and levies revenue, which were under budget
by R783k (2%). The main reason for the shortfall was that some of the projected rental income had
not been realized as some housing projects had not come into housing management at the time
originally planned.

The revenue was below budget at Citrine court due to late take on of new units by prospective
tenants. Joshco struggled to get tenants for this project and tariffs had to be revised to attract new
tenants. Units not taken up for management at Casamia also contributed negatively on revenue billing
as a result of timing difference between completion of units and allocation of tenants of projects from
Housing Development which means delays in signing additional leases.

A surplus was contributed by bad debts recovered of R1,920m of which the R1,255m is from the
liquidation dividends from City Housing Company (PTY) Ltd (CHC). A further R659k was recovered
from the KYA Guards and Maranatha Case.

Another surplus in revenue was experienced on interest received which was over budget by 527%
(R1, 657m). This is the interest earned on the imprest account.

Joshco also received proceeds from insurance of R819k which was over budget by R792k in relation
to the Maranatha case, Kya Guards and the roof that was damaged at City Deep projects.

3.2 Expenditure

Operating expenditure was under-spent by R1, 069m (1,52%). Eiforts were taken to cut down on
certain lines of expenditure to align expenses to available revenue. Nearly all the expenditure lines
were within budget with the exception of the following:

Utilities (electricity and water) were over-spent by R5, 821m. Delays in actual billings by municipal
entities, particularly City Power and Joburg Water resuited in budgeted amounts belng based on
estimates. Actual billings up to the end of April 2011 were onlF e -By.then it. was
too late to put measures to control the expenditure. Preyious monthl?/ 7
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estimates. Joshco had to use other income recoveries to fund utility costs. In the last quarter of the
year Joshco appointed a service provider to perform an audit on uiility costs and the work is still in
progress.

The employee costs were over budget by 1% (R239k). This was due to overtime paid for collection
drives to reduce bad debts and increase revenue collection, performance bonus accrual for all senior
managers as well as other position that were filled in the last quarter such as The Management
Accountant.

Finance costs were over budget by 0.5% (R9k) and this is due to DBSA interest that was paid in the
last quarter and other finance costs in relation to leased assets.

Cleaning and Gardening was below budget by 42% (R1,770m). This is due to the fact that Joshco is
using a number of service providers who offer competitive rates on grass cutting and also utilizing the
services of unemployed tenants to do cleaning.

Repairs and maintenance were under budget by 17% (784k) this was due to lower than anticipated
unplanned maintenance and cost control by management.

Security services were under budget by 14% (R807k). This is due to R628k savings on planned
evictions which were lower than anticipated. Due to lengthy legal processes only one eviction was
carried out in the last quarter of the year.

Consulting and contracted services were under budget by 24% (790k). There were savings in a
number of areas as Joshco monitored operating expenditure.

3.3 Cash Flow

The cash and cash equivalents reflected in the statement of financial position at the end of the year
were R7.890million and this is the balance in the imprest account. The other cash of R24.645million is
reported under the Joshco main account (sweeping account). As at 30 June 2011, the City of
Johannesburg Treasury Department swept all the funds to the City’s main account and the funds are
reported under loans to/from parent municipality.

3.4 Statement of Financial Position

Assets and liabilities

During the first quarter of the financial year, two new pool cars were purchased at a total cost of
R189k and the new computer equipment purchased at a total cost of R248k. There were no
significant changes to the non-current assets, since June 2010.

The significant balances on the current assets relate to project debtors of R55.1million for the
developments and refurbishments of the rental stock managed by JOSHCO on behalf of the City of
Johannesburg and which are capitalized by the City of Johannesburg and the shareholder’s loan of
R24.6million which relates to balances in the sweeping account.

/
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The total trade and other payables of R29.5million are mainly amounts owed to the contractors for the
projects developed for the City of Johannesburg. The loans from parent municipality of R42.1m
mainly relates to salaries paid by the City of Johannesburg on behalf of JOSHCO

The R19million under non-current liability relate to borrowings from DBSA.

JOSHCO is solvent as the total assets exceed its total liabilities by R8.070million. JOSHCO’s
continued existence however is dependent on its parent municipality, the City of Johannesburg, with
reference to its service delivery mandate.

The ability of the Company to meet its short term financial obligations decreased from the previous
year, with the current ratio decreasing to 1,31:1 (2010 = 1.52: 1). This was mainly due to increase in
the amounts due to parent municipality.

Johannesburg Social Housing Company
Date: g // / Z . /{ ................
Signature: A‘ . ﬂ
Office of tMﬁb
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SECTION 4: CAPITAL PROJECTS

The Capital Expenditure Report
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JOSHCO's expenditure performance viewed against its own CAPEX budget reflected an actual
expenditure of R52.685million against an available annual budget of R52.8million. This calculated to a
percentage spend of 99.8% as at 30 June 2011.

ADJUSTED| TOTAL SPENT TO
PROJECT NAME BUDGET DATE %  |COMMENTS
This budget was re-allocated for the erection of boundary fence and instaliation of satellite dishes
Bellavista 260,000 243469 93.6% [and the work is already completed.
Antea 34,000,000 33,595,948 | 100.0% |Phase 2 reached practical completion at end of June 2011,
This budget was re-allocated for the instatation of satellite dishes and the work is already
Citrine Court 120,000 120,000 | 100.0% [completed,
This budget was re-allocated to cover costs for the pre-paid electricity meters and installation of
Casamia 500,000 498,002 99.6% |proper access control, and the work is already completed.
Project Planning Fees 2,000,000 1,847,871 | 97.4% | Budget was allocaled to cover fees to plan new projects.
Budget was re-allocated to commence construction on this inner city building as a priority projectin
AMHOUSE 14,120,000 14,080,865 | 99.7% |the current financial year and the project will be completed in June 2012.
Rachers Project 1,800,000 1,798,640 | 99.9% | Budget has been re-allocated to install new lifts in the Rashers building.
52,800,000 52,684,794 | 99.8%

Total available funding from all sources totalled R71.332million, of which R62.822million has been
spent on construction work completed and certified. This equates to a percentage capital expenditure
of 88.1%. 15% of the funding was contributed by the Department of Economic Development, 74%
came from JOSHCO’s own capital resources, 2% from the Social Housing Foundation (SHF), 1%
from the Department of Housing and 8% from Gauteng provincial government.

ADJUSTED | TOTAL SPENT TO
PROJECT NAME BUDGET DATE % COMMENTS
ROODEPQORT 4,740,000 4,138,702| 87.3% | This project has reached full and final completion with 432 units fully occupied.
The budget was reduced to R1.6m for planning fees. The project will be implemented in the new
financial year subject to adequate budget availability following the withdrawal of the Restructuring
CTYDEEP CDE 1,600,000 1,490,717 | 93.2% |Capilal Grant as previously reported.
These funds were oblained from the Gauteng Depl of Local Government and Housing to de-
Protea South 371,971 371,971] 100.0% [|establish the decant camp and to settle oulstanding security and lease costs.
This budget was re-allocated for the erection of boundary fence and installation of satellite dishes
Bellavista 260,000 243469 93.6% |and the work is already completed.
Antea 34,000,000 33,995,948 | 100.0% |Phase 2 reached practical completion at end of June 2011
This budget was re-allocated for the instalfation of satellite dishes and the work is already
Citring Court 120,000 120,000 | 100.0% jcompleted.
SOL PLAATJIE MIG 1,140,000 1,085,580 [ 95.2% | This budget was allocated by the COJ Housing Dept and is fully expended.
This budget was re-allocated to cover costs for the pre-paid electricity meters and installation of
| Casarnia 500,000 498,002 | 99.6% [proper access control, and the work is already completed.
Project Planning Fees 2,000,000 1,947,871| 97.4% | Budget was allocated to cover feas o plan new projects.
Budget was re-aflocated to commence construction on this inner city buikding as a priority project in
AAHOUSE 14,120,000 14,080,865 | 99.7% |the current financial year and the project will be completed in June 2012,
Rachers Project 1,800,000 1,708,640 | 99.9% | Budget has been re-allocated to install new lifts in the Rashers building.
Budget was received from the COJ Dept of Econamic Development to convert the Lynates building
Lynatex 10,680,000 3,050,057 | 28.6% |into emergency housing. Construction is currently underway.
71,331,971 62,821,820 88.1%

Johannesburg Social Mousing Company
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SECTION 5: PERFORMANCE AGAINST IDP AND CITY SCORECARD

The following data shows that in many instances JOSHCO has met or bettered its targets. This can
be attributed to solid corporate governance, sound management and management systems, clearly
focused objectives, and effective staff performance.

The report analyses the performance of JOSHCO in terms of the balanced scorecard, measuring
performance in terms of both JOSHCO's impact and its financial and resource management.

1.

Key performance area: DEVELOPMENT OF HOUSING

Number of new units built
A total of 18 new units were completed. This was within the target for the year.

Number of new units built (Special Projects — Project Linked)
A total of 146 beds were planned which were still under construction at year end and due for
completion in October 2011.

Number of Inner City units upgraded
A total of 31 units were completed which exceeded the target for the year by 2 units.

Number of public rental stock refurbishments completed
There were no public rental stock refurbishments planned for the financial year.

Number of hostel unit re-developments completed
A total of 112 units were completed which was also the target for the year.

Key performance area: MANAGEMENT OF HOUSING

Number of units procured and under management
8754 units were procured and brought under JOSHCO management as at the end of the June
2011. This is 36 units more units than the target of 8718.

Number of allocations administered (leases signed)
1513 Lease contracts were signed for billing as at the end of the June 2011 which exceeded
the annual target of 1220 by 293 or 24%.

% of planned maintenance programme implemented
Some 100% of the planned maintenance programme for the year was implemented, thus
meeting the target for the year.

% of customer complaint case files closed
Some 97% of the customer complaints received by JOSHCO had been resolved at 30 June
2011 thereby exceeding the planned target by 7%. |Johannesburg Socjal Housing Compeany

-----------------------
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Number of illegal occupants regularized as a % of total illegal RSA unit residents

90% of the illegal occupants identified within JOSHCO managed units had been regularized
and had signed formal lease agreements by the end of the reporting period. This achievement
exceeded the planned target of 30% by 60%.

Key performance area: COLLECTION OF HOUSING REVENUE

Number of contracts loaded on database for billing purposes
1513 Lease contracts were signed for billing as at the end of the June 2011 which exceeded
the target of 1220 by 293 or 24%.

Housing revenue collected as % of amount billed

The collection performance rate achieved for the year was 84%, with the total amount billed
for the whole year equaling to R53.165million and the total amount collected being R44.628
million. The collection performance rate for the 2009/2010 financial year was 85% and the
current year was 1% lower than this baseline.

% recovered on default accounts handed over

The percentage achieved for default accounts recovery for the year was 37, 36%, thereby
exceeding the annual target of 25% by 12, 36%.

% rent defaulters evicted

4 evictions were carried out during the course of the financial year against a target of 2.
Key performance area: EFFECTIVE FINANCIAL MANAGEMENT
% Variance against ME’s operating budget

The actual expenditure was more than the budgeted expenditure by 1,44% which was within
the projected range of between 0 and 5%.

% of ME’s capital budget spent
The target for this key performance indicator was met as 99.8% of the budget was spent.

Fully GRAP compliant register of assets.
The company, after the final audit results has achieved the target of 100% compliance.

Reconciliation of Inter-company balances with the Cod.

This key performance indicator has been achieved as the balances have been agreed

between the company and the CoJ. Johannesburg Social, Housin Co'ﬁi—pany
Date: g / / Z ’/,/
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Reconciliation of Intra-company balances with other ME’s.
The yearend confirmations between JOSHCO and the affected ME's were signed and the

financial statements were finalized in terms of those confirmations.

% Attainment of clean audit report

For the fifth time in a row, the company has once again obtained an unqualified audit report.

Procurement spent on BEE and SME’s as a percentage of total procurement.
As indicated above the percentage of 79% exceeded the expected perceniage of 75%.

Key performance area: ACHIEVEMENT OF CORPORATE GOVERNANCE STANDARDS

Risk management reviews performed
A total of two (2) risk reviews were performed during the year under review. This assisted the
organization in identifying and managing all strategic and operational risks.

% Compliance with Corporate Governance Protocols

The target set for the year for compliance with corporate governance protocols required that
100% compliance with the protocols be achieved during the year under review. No non-
compliance to these protocols was reported during the reporting year and therefore the target
was fully met.

Key performance area: MANAGEMENT OF HUMAN RESQURCES

% Compliance with Skills Development Plan
The skills development plan for the organization was fully implemented for the year with more
than 1% of the salary bill being expended within the year under review.

% Compliance with EE Plan
The target for the year of 78% was exceeded by 4% with the achievement of 82%.

% Compliance with HIV/Aids programme
The planned programme for HIV and Aids awareness at JOSHCO was fully implemented thus
representing a 100% achievement.

Number of Jobs Created

JOSHCO lent the full weight of its efforts toward supporting the Extended Public Works
Programme (EPWP} with the creation of some 1 479 jobs in the year. This achievement is
also a factor of the positive expenditure performance on the capital budget, and the resultant
increase in the numbers of houses produced.
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7. Key performance area: MANAGEMENT OF CLIENT SERVICES

% satisfactory rating by customers for Joshco services
The percentage achieved for customer satisfaction for the year is 66% against the annual
target of 65%.

Number of communication products distributed

21 communications products were produced during the year thus exceeding the target by
91%.

Number of communications events concluded
7 communication events were held during the year under review against a target of 4.

8. Key performance area: COMMUNITY DEVELOPMENT

Number of units accessible to people living with disabilities
5 units were built to be accessible to people living with disabilities during this financial year,

Number of recreational and common spaces
There were no recreational and common spaces created in this financial year,

Number of tenant structure participation

There were 5 structures within which the tenants participated, exceeding the annual target of 3
by 2.

Number of Jobs Created

JOSHCO lent the full weight of its efforts toward supporting the Extended Public Works
Programme (EPWP) with the creation of some 1 479 jobs in the year. This achievement is
also a factor of the positive expenditure performance on the capital budget, and the resultant
increase in the numbers of houses produced.

For more detailed information an each key perf r  nce indicator measured against the approved
targe p as refe toGh ter6 elow entited FU~ TIONAL AREAS = VICE ELIVERY REPORT.
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SECTION 6: ASSESSMENT OF ARREARS ON MUNICIPAL TAXES AND SERVICE CHARGES

6.1 Assessment of Municipal Taxes and Service Charges owed to JOSHCO

Detail

0-30 days | 31-60 days 61-90 days 91-120 days

121& over Total

Debtor's Age Analysis
by income source

2,565,963 1,788,432 1,499,705 1,297,372

17,757,706 24,909,180

6.2 Amounts owed by JOSHCO for service charges

Name of Entity Amount Owed Status Comments

Johannesburg City Parks | R1,039,752 Amount provided for in the entity’s | Invoices were received late and
books raised as accruals.

City Power R1,030,887 Amount provided for in the entity’s | Invoices were received late and
books. raised as accruals.

Egoli Gas R190,813.87 Amount provided for in the entity's | This figure reflects the current

books

not in excess of 30 days

6.3. Assessment of Directors’ and senior managers’ municipal accounts

Name of Designation

Director/Senior
Managers

Paul Jackson

Yaswant Gordhan

Name of Municipal Account Name & Account

Municipality Number Status as at
4 ne 2011
Current

Ekurhuleni

Date:

Signature:
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ecutive Co mittee Members

Rory Gallocher Chief Executive Officer City of Johanneshurg R Gallocher Current
400775820
Sinikiwe Makumbirofa Chief Financial Officer City of Johannesburg S Makurmbirofa Current
901073491
Skhumbuzo EM: Development City of Johannesburg S Ndumndum Current
Ndumndum 402971690
Cheryl Holmes EM: Housing City of Johannesburg C Holmes Current
Management 501615381
Gary Randall SM: Business Planning Ekurhuleni G Randall Current
and Risk Management Municipality 2603746073
Gugu Mkhize SM: Corporate Support Ethekwini Municipality ~Preston Pace Body Current
Corporate
Alberton

Johannesburyg Social Housi g Cor'npany i
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SECTION 7: STATEMENT ON AMOUNTS OWED BY GOVERNMENT DEPARTMENTS AND PUBLIC
ENTITIES

Name of Department Amounts Account Status Comments

owed
Gauteng Depariment of Transport | R 5m Overdue Account waiting for JOSHCO to provide tax
and Public works clearance certificate.

SECTION 8: RECOMMENDATION AND PLANS FOR NEXT FINANCIAL YEAR

The overall management approach for next year is to focus on maximizing revenue and on containing
costs. JOSHCO management has, especially over the past two years, put systems and controls in
place which position the organization very well to be able to manage its expenditure and control any
variances in line with fluctuations in revenue. The only area which remains a concern to management
is the fact that utilities billings remain unpredictable and impossible to project accurately. JOSHCO
management will ensure that this risk is managed in co-operation with the Revenue Department.

Measures to address revenue shortfall

JOSHCO is putting pressure on contractor performance, so as to deliver on Housing development
and allow for the planned take on of rental units by Housing Management. The company resolved to
relook at the penalty clauses in the contracts so that penalties are charged as a percentage of
potential revenue lost due to poor performance by contractors. The risk however is that contractors
may factor in the high penalties in their contract pricing when bidding for tenders. Putting pressure on
contractor performance will help in completion of projects within agreed deadlines and billing for
project implementation fees can also be realized.

The allocation of tenants to new units will be speeded up particularly in projects where JOSHCO
handles the tenant allocation process, so as to push up the revenue billing.

Measures to address overspending on budget

JOSHCO has taken a zero based budgeting approach in allocating the operating expenditure budget
to business units. Each business unit manager has to justify the budget allocation with well supported
planned operational activities. Business unit managers will be held accountable for their budgets and
would be required to monitor their budgets at requisition stage. Actual performance against budget
will be monitored on a monthly basis. Expenditure will also be monitored against actual revenue
realized.

JOSHCO has also started monitoring utilities costs and where the billings do not look reasonable
investigations will be conducted. A service provider was engaged to assist Joshco with meter reading
at the former Council Estates and in identifying areas which do not have meters. The service provider
also investigates the bridging of meters in the estates that hav

" FUCRNET WP 178

Bsburg Sogial Housjng Gompany

ate:..... g AT
D / I/ .....




JOSHCO ANNUAL REPORT
2010/2011 FINANCIAL YEAR

JOSHCO is also tightening up on credit control and debt collection processes by embarking on a door
to door collection drive, where the credit controllers and some staff members from Housing
Management Department do revenue collection during after hours and weekends, so as to reduce the
amount of bad debts provision. The defaulting tenants wili be reviewed on a project by project basis.

In former council estates, such as Bellavista, Claremont and Eldorado Park, issues concerning
ownership and tenant’'s resistance to pay continue to be a challenge. Some tenants have been
handed over for legal action. In hostels, JOSHCO continues to engage with other municipal entities
with the intention of getting them to deduct rental in arrears from the employees’ salaries.

In all other projects, JOSHCO's strategy is to target the high value projects such as Kiiptown Square,
Roodepoort and AA House, as these have a major impact on overall revenue collection performance,

at the same time monitoring performance on smaller projects so that performance does not
deteriorate.

Appreciation

| wish to record my appreciation for the wise counsel and on-going support provided by the Joshco
CEO, Mr Rory Gallocher,

Sinikiwe Makumbirofa
Chief Financial Officer

Johannesburg Sqclal Houslng Company
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CHAPTER FOUR: CORPORATE GOVERNANCE

SECTION 1: CORPORATE GOVERNANCE STATEMENT

DIRECTORS’ REPORT

The Board of Directors and Executives endorses the values and principles of good corporate
governance, integrity, openness and accountability and recognise the need to conduct the enterprise
with accepted corporate practices advocated by the King Ill Code on Corporate Governance. The
requirement of openness and accountability is recognised as an inclusive process that gives due
recognition to the importance of all stakeholders in respect to ensuring continued viability and
sustainability of the Company’s operations.

Through this process, the Shareholder and other stakeholders may derive assurance that the entity is
being ethically managed according to prudently determined risk parameters in compliance with
generally accepted corporaie practices.

The Board of Directors has incorporated the principles of the City of Johannesburg’s Corporate
Governance Protocol in its Board Charter, which inter alia, regulates its relationship with the City of
Johannesburg as its sole shareholder and parent municipality in the interest of good corporate
governance and good ethics. Corporate governance is concerned with the structures and processes
for decision making, the exercising of responsibility and accountability starting at the Management
level of the organisation cascading to the lower levels.

The current members of the Board of Directors as well as the Board Sub-Committees membership
are noted in section 2 below.

LEGAL COMPLIANCE

The Municipality of Johannesburg has created JOSHCO for service delivery in the field of rental
housing. The legislative framework within which the organization works, being the Municipal Finance
Management Act 2003, the Companies Act and the Municipa! Systems Act 2000 (as amended) will
aid in a clearer understanding of the necessary governance and management framework that will
enable the organization to achieve the objective for which it has been created.

No non-compliance has been identified and no non-compliance has been brought to management’s
attention throughout the year.

Johannesburg Soclal H??ing Cumpany
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FINANCIAL IRREGULARITIES

No financial irregularities have been brought to the attention of the Company Secretary during the
financial year.

SECTION 2: BOARD OF DIRECTORS

Board Charter

The Board of Directors is presided over by a non-executive Chairperson. The non-executive
Directors take responsibility for ensuring the Chairperson encourages proper deliberation of all
matters requiring the Board’s attention. The Board, under the Chairpersonship of Mr Mkhabela,
meets at least quarterly, retains full and effective control over the Company and monitors executive
management through the structured approach to reporting and accountability. The Board of Directors
comprises of eight non-executive and two executive Directors. The Directors have a range of skills
and experience that they bring to the benefit of JOSHCO.

A Board Charter exists for the board of Directors which regulates how business is to be conducted by
the Directors in accordance with the principles of good corporate governance. It constitutes a vital
element of the Corporate Governance framework Protocol compiled for the benefit of the Board of
Directors of JOSHCO and the COJ, and sets out all appropriate and applicable guidelines and
regulations governing the conduct of JOSHCO. The main objective of the charter is to ensure that all
Board members acting on behalf of the municipal entity are aware of their duties and responsibilities
as Directors and the legislation affecting their conduct.

Board Evaluation

Evaluation of the Board of Directors as well as the Independent Audit Committee Members is done by
external assessment firms in conjunction with the COJ: Shareholder Unit. The assessment is
undertaken in order to evaluate individual Board Member effectiveness and to establish if the Board is
meeting its objectives, and establish where performance can be improved.

Board Composition
Board movements were as follows during the financial year:-

a) Mr Brian Moholo retired as both a Board member and a member of the Development
Committee;

Johannesburg Socjal Housing Company
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The Directors for the year 2010/ 2011 as at 30 June 2011 were as follows:

Board ember Capacity: Race Gender Age Qualifications
Executive/Non-
Executive
1. | Mkhabela Non-Executive Director Black M 60 BA Degres; Management Advancement
Programme Certificate
2. V Booysen Non-Executive Director Black M 39 B Juris, LLB LLM, LLM and Advanced
Management Programme.
3. P Jackson Non-Executive Director White M 51 BSC : Agricultural Economics; BSC
(Honours) : Agricultural Economics
4, F Segole Non-Executive Director Btack F 50 Bachelor of Administration {Pers.

Management; Post graduate Programme;
Business Administration Centificate and
Masters of Business Administration.

B Moholo* Non-Executive Director Black M 54 H Dip. Institutional Development
N Tshabalala Non-Executive Director Black F 42 Diploma in Education; B.SC (Chemistry and
Biology); Management Advancement
Programme and MBA.
7. L Mashamaite  Non-Executive Director Black F 35 National Diploma Marketing {Cum Laude);

Bachelor of Technology-Marksting, Masters
Degree in Business Administration {MBA)
8. Y Gordhan Non-Executive Director Black M 60 B.Com Accounting; B.Com {Honours)
Accounting; CA({SA; Master of Science in
Business Administration

9, G Sengoara Non-Executive Director Black F 44 Bachelor of Administration

10. M Mphahlele Non- Executive Director Black M 39 Bachelor of Commerce; Higher Diploma in
Computer Audit.

11. R Gallocher Executive Director White M 45 B.SSC; Master of Town Regional Planning.

* Retired February 2011

It should be noted that the current Chief Financial Officer is not an Executive Director.

The Board Charter encapsulates the City of Johannesburg Governance Protocol and includes matters
of ethics, procedure and the conduct of Board and sub-committee members. Registers are kept and
updated on the disclosure and declaration of interests of directors and senior management. The
Board and Senior Management ensure that there is full material compliance to ali relevant legislation.
The Company Secretary has certified in terms of section 268(d) of the Companies Act that all
statutory returns have been submitted to the Registrar of Companies.

i Board Resolutions

Notices are issued within the prescribed timelines. Minutes of the meeting of the Board of
Directors including resolutions are circulated to members of the Board for consideration and
approval.

ii. Board minutes and Processes

Minutes and appropriate minute books are kept for all meetings of the Board of Directors and
subcommittees as well as management meetings.

‘Johannesburg Social Hous, g Company
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Register of Directors’ Interest

Directors of the Company declare any material interests they hold in any contracts that the
Company might enter into. To this end Directors are supplied with a form on which to declare
their interests and declared interests are then entered in the Company Register. As at date of
this report there have not been any material interests declared.

Movement of directors

As stated above, one Non-Executive Director retired during the third quarter. Composition of
the Board of Directors was still in line with the Articles and Memorandum of Association
throughout the year.

Contact between management and the Board was regular and positive. This has taken the
form of communication between the Board Chairperson and the CEO, as well as regular
meetings of Board Sub-Committees being Audit Committee, Corporate Support Committee,
Development Committee as well as the Risk Management Committee, attended by
management. The Board of Directors currently consists of ten directors, nine of whom are non-
executive,

Johannesburg Sogial Housi g Companﬂ
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The table below represents Board meeting attendances throughout the financial year:-

NAME

#Appointed 15 July 2010
“Aetired in February 2011

Throughout the year, the Board has met on six occasions to deliberate on company business
including but not limited to approval of quarterly reports and the mid-year report, approval of the
Medium Term Business plan and budget, approvail of revenue performance collection reports as well
as the management accounts.

SECTION 3: BOARD SUB-COMMITTEES

Attendance at meetings held during the year in the different board committees was as follows:

Johannesburg Sgclal Hoysing Company
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A. AUDIT COMMITTEE

The Audit Committee has met eight times during the financial year. Four ordinary meetings were
held, one each quarter and four special meetings throughout the financial year in order to receive
reports on Audit matters concluded and to consider the 2009/2010 annual financial statements and
audit report. The composition of the Committee is compliant with the Municipal Finance Management
Act. The terms of reference of the Audit Committee were adopted by the Audit Committee.

The Chairperson of the Audit Committee (or his nominee) as well as the CFO represent the Company
at the City’s Group Audit Committee Meetings.

Membership of the Audit Committee was not amended during the financial year in question and
remained as follows:-

Bdard member Capacity: Race | Gender | Age - ualifications
Executive/Non-
Executive
1. K Govender Independent Audit | | M 36 B Com; B Com (Honours); CA (SA)
Committee Member
2. ETait Independent Audit | W M 72 ACIS
Committee Member
3. AKanana Independent Audit | B M 51 B Com; B Com (Honours); CA (SA)
Committee Member
4. M Mphahiele | NED See details under Section 2 above
5. Y Gordhan NED See details under Section 2 above

REMUNERATION OF AUDIT COMMITTEE

Members Capacity Type Year to Date (R)
Gross

Yaswant Gordhan’ Non-Executive Director/Member See table above

Moope Mphahlele Non-Executiive Director/Member See table above

Ayanda Kanana# Independent Member 47,620.00

Errol Tait Independent Member 49,600.00

Krishna Govender Independent Member 109,140.00

* includes Remurieration for Special Board Sub Committee Meeting attendance
#includes Remuneration for Development Commitiee meeting by invitation

Audit Committee Meeting Attendance
Attendance Absent Apology
Number of Meetings 8
Krishna Govender 8 o
Ayanda Kapana 8 0
Errol Tait 8
Com}iﬁ;‘;?;
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The mandate of the Audit Committee as delegated by the Board of Director in the Audit Charter
includes:-
i.  Financial Reporting and Reliability of Financial Information;
ii.  Business Planning and Budget Implementation;
ii.  In liaison with and assist the Risk Committee to identify financial, business and operational risk
areas of the company to be covered in the scope of internal and external Audits;
iv.  Ensure that the Accounting Officer of the company has put in place appropriate internal control
systems
v.  Monitor and review the effectiveness of the internal Audit function
vi. Oversee the relationship of the company with the Auditor-General;

vii. Review the consistency of, and any changes to, the accounting policies of the company both
on a year-on-year basis and across the company and the City of Johannesburg;
vii. Review the company's arrangements for its employees to raise concems, in absolute

confidence and confidentiality, about possible wrongdoing or improprieties in financial
reporting and other matters;

ix. Monitor and review the performance information provided by the company against the
approved business plan, the City's Integrated Development Plan and the Growth and
Development Strategy and provide to the Board of Directors an authoritative and credible view
of the performance of the company.

B. CORPORATE SUPPORT COMMITTEE

There have been a total of four meetings of the Corporate Support Committee during the financial
year.

Members of the Corporate Support Committee are as follows:-
V Booysen (Chairperson)  Non-Executive Director

N Tshabalala Non-Executive Director
L Mashamaite Non-Executive Director
G Sengoara Non-Executive Director
R Gallocher (CEO) Executive Director

S Makumbirofa Chief Financial Officer

The Corporate Support Committee Charter bestows the following responsibilities on the Committee:-
i. Overseeing of the setting and administering of remuneration at all levels in the company;

i. Overseeing the establishment of a remuneration policy that will promote the achievement of
strategic objectives and encourage individual performance;

ii. Reviewing the outcomes of the implementation of the remuneration policy for whether the set
objectives are being achieved,;

iv.  Ensuring that all benefits, including retirement benefits and other financial arrangements, are
justified and correctly valued;

v. Consider the results of the evaluation of the performance of the CEO and other executive directors,
both as directors and as executives in determining remuneration;

vi.  Select an appropriate comparative source when comparing remuneration levels;

vii.  Advise on the remuneration of non-executive directors;
vii. Management development and succession plans for executive levels; and
iX. Make recommendations to the Board where necessary or take approved action within its delegated
authority.

Johannesburg Sogial Housing Company
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DEVELOPMENT COMMITTEE

There have been a total of five Committee mestings during the financial year. The Committee
currently consisted of the following members:-

P Jackson (Chairperson) Non-Executive Director
*B Moholo Non-Executive Director
F Segole Non-Executive Director
R Gallocher (CEQ) Executive Director

S Makumbirofa Chief Financial Officer

*retired in February 2011

The Development Committee is responsible for, amongst other things:-

D.

To approve reports on detailed investigation stage of new developments, and to give approval
to proceed with the development i.e. Design and Business Plan development stage;

To recommend to the Board approval of new engagements in developments where
appropriate;

To evaluate proposed financing mechanisms where external financing is required;

To set benchmarks to be used to evaluate risk/return relationship on significant projects to be
undertaken by the Company.

RISK MANAGEMENT COMMITTEE

The Risk Management Committee has had 4 meetings during the financial year. Mr Y Gordhan,a
non-executive Board Member is the Chairperson of the subcommittee which is made up of all Senior
Managers.

The Committee acts in terms of the delegated authority of the Audit Committee as recorded in the
Committees Charter as follows:-

vi.

vii.

Oversee the development and annual review of a policy and plan for risk management to
recommend for approval to the Audit Committee and Board;

Monitor implementation of the policy and plan for risk management taking place by means of risk
management systems and processes;

Oversee that the risk management plan is widely disseminated throughout the company and
integrated in the day-to-day activities of the Company;

Ensure that risk management assessments are performed on a continuous basis;

Ensure that frameworks and methodologies are implemented to increase the possibility of
anticipating unpredictable risks;

Express the Committee’s formal opinion to the Audit Committee on the effectiveness of the
system and process of risk management;

Review reporting concerning risk management that is to be included in the integrated report for it
being timely, comprehensive and relevant.

Johannesburg Sgcial Housging Compaa;
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SECTION 4: REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The remuneration of directors is in accordance with the Council approved rates. A schedule of the
total fees paid to Non-Executive Directors is presented below:

Name Designation Meeting 2009/2010 Year to date total
Attendance Retainer
(R}

I. Mkhabeia Chairperson of the Board 65,472.00 39 675,00 105,147.00
V. Booysen Non-Executive Director 21,864.00 19 840,00 41,704.00
F. Segole Non-Executive Director 49,730.00 19 840,00 69,570.00
N. Tshabalala Non-Executive Director 40,780.00 19 840,00 60,620.00
B. Moholo @ Non-Executive Director 44,744.00 19 840,00 64,584.00
P. Jackson Non-Executive Director 37,776.00 19 840,00 57,616.00
Y. Gordhan Non-Executive Director 102,300.00 19 840,00 122,140.00
L. Mashamaite Non-Executive Director 49,724.00 19 840,00 69,564.00
G. Sengoara# Non-Executive Director 45,760.00 9,920.00 55,680.00
M. Mphahlele* Non-Executive Director 63,570.00 0.00 63,570.00

Total 521,720.00 188,475.00 710,195.00

#Appointed 26 January 2010
*Appointed 15 July 2010
@Resigned February 2011

Johannaesburg Sacial Housjng Company
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SECTION 5: COMPANY SECRETARIAL FUNCTION

The responsibility of the Company Secretariat's office is to provide support for the company’s
Directors as well as other officers of the company on issues relating to governance as well as
compliance. it is also to make them aware of relevant laws and legislation relevant to and affecting
the company as well as any deviations from any legislation. This function also extends to providing
directors individually and collectively as well as the company with guidance as to their responsibilities,
duties and powers.

The Company Secretary also serves as a link between the company and the parent municipality. The
company secretary has to ensure that ali obligations arising from these relationships in particular the
Service Delivery Agreements are met.

Lastly, within the company, the Company Secretary functions as a legal advisor to all the internal
departments of the company, therefore providing advice to all staff and also the safekeeping of legal
documents such as leases and contracts.

On the overall, the Company Secretary ensures that approved company policies and procedures are
properly implemented, understood and adhered to by the company as a whole, playing a pivotal role
in ensuring good corporate governance and ethics throughout.

It is important to note that Ms Mapula Hlaba, the Company Secretary of Joshco resigned during the
third quarter of the Financial Year in question, and that the recruitment process for the new Company
Secretary would be completed during the next financial year.

SECTION 6: RISK MANAGEMENT AND INTERNAL CONTROLS

Risk management as a discipline has now been in place as part of JOSHCO’s day to day operations
for the last five years and as a result has matured into a way of ‘doing things’ within the organisation.
The role players and the responsibilities of each individual involved in the risk management process is
now clear to the extent that everybody now takes ownership of risks identified in their area of
responsibility. The department heads are an integral part of the Risk Management Committee. All
Hods are required to review their department's risk register and report on the progress made/not
made at the Risk Management Committee, which includes the steps to be taken to address risks
identified. The benefit of this process is that fresh risks are identified and added to the various
operational risk registers, whilst the residual risks show whether or not progress has been made in
mitigating the risk. This activity also influences the composition of the strategic risk register in that
risks are moved between the operational and strategic risk registers based on these assessments.
Two new risk-registers have been established on request from the City’s risk department as it assists
in their reporting at Group level namely, Fraud Risks and IT Risks.

JOSHCO has an established partnership and other business relationships with a number of both
public and private organisations, including the City of Johannesburg Metropolitan Municipality, the
Gauteng Provincial Government, National Treasury, banking institutions, otherfun ng
the Social Housing regulatory Authority (SHRA) as well as &gt inerRiiE
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relationship base is extremely varied, which means that the risk profile remains very important. The
planned expansion in staff numbers has commenced to assist with the credit control risk and in
alleviating the staff resource risk.

The organisation conducts strategic risk reviews on a half yearly basis. Risks are monitored on a
quarterly basis against the risk register to ensure that mitigating controls are implemented as planned
and as a result of recommendations by the Risk Management Committee.

When the operational risk reviews are carried out, operational staff, management as well as staff from
the City’s Risk Department are co-opted to participate. These risks are assessed on a rotational
basis at the Exco meetings. The risk registers, by their nature, are not exhaustive but adequately
address most, if not all, of the current risks facing the various departments.

The risk registers are kept current by ensuring that all of the mitigating controls which are
implemented become current controls and any newly identified actions to improve risks are added to
the register. Any progress is then reflected as a change in the severity of the risk which is indicated
by a change in the color of the residual risk, where applicable. As actions to improve controls are
implemented the identified risks become less of a risk to JOSHCO. Some of the risks are more
difficult to overcome and because of this, additional actions are added. Some risks by their nature
remain on the risk register to ensure continuous oversight. Once a risk no longer poses a risk it is
removed.

Once approved by the various committees, the risk registers are utilised by the internal auditors to
assist in their risk assessment process to construct the coverage plan done in conjunction with the
business plan, requests by the executive head and requests by the audit commiitee.

Liquidity Risk

The company’s risk to liquidity is a result of the funds available to cover future commitments. The
company, in conjunction with the City of Johannesburg and other MEs, manages the liquidity risk
through an ongoing review of future commitments at the group level Alco meetings. The following
risks are also monitored at the Alco meeting which is held on a monthly basis:

Interest Rate Risk

The company's income and operating cash are substantially independent of changes in market rates.
The Company has no significant interest bearing assets.

Credit Risk

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. Most of the deposits
to the bank account of Joshco are done electronically by both tenants and other funders. Small
amounts of cash are deposited into Joshco’s bank account when tenders are sold to prospective
tenderers, to reduce the risk of cash holding on the premises.

Trade receivables are comprised of the customer base of rental tenants. Management evaluates the
credit risk relating to customers as part of the allocation process of rental units and then on an
ongoing basis as part of credit contro! activities. Johannesburg Sqcial Houging Company




SECTION 7: INTERNAL AUDIT FUNCTION

Internal Audit

JOSHCO ANNUAL REPORT
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Gobodo Forensic and Investigative Auditors (GFIA) were appointed the internal auditors of the
company and this agreement commenced on 1* July 2010 and will continue until 30™June 2013.

The summary of planned 2011/2012 internal audits that were approved by the Audit Commiitee in
October 2011 are detailed in the table below:

#

Audit to be carried out

Envisaged Stiart Dates

Business Continuity and Disaster Recovery

Planned Sept 2011

Housing Management services

Planned Nov 2011

AG Follow-up audit

Flanned Feb 2012

Human Resources

Planned Feb 2012

Follow-up of internal audits

Planned Jan 2012

Performance against Objectives Quarter 1

Planned for after each quarter end

Performance against Objectives Quarter 2

Planned for after each quarter end

Performance against Objectives Quarter 3

Planned for after each quarter end

|oN|o|;|~jW|IND|=

Performance against Objectives Quarter 4

Planned for after each quarter end

The audit committee requested that the hours presented for the planned audits be increased to
accommodate additional audits that may be requested by the Audit Committee and the CEO, one of
these being the Audit of the Development department’s processes specifically with regard to (a)
Contract Management and (b) the Evaluation and Adjudication process for contract awards. Other
audits, subject to the budgeted hours will be accommodated in future.

The table below is a summary of the audits completed for the 2010/11 financial year:

* | Annuat Audit Pian 2010/11 Timing Planned/ | Status at  30th | g0 o o at 30 June 2011
(Revised) June 2011
1 Supply Chain Management Final report | Nov 10 Completed Rating 2
2 | Housing Development Final Nov 10 Completed Rating 3
{Feb 11)
3 | AG Follow up Final report Feb 11 Completed Follow up
(Mar 11)
4 | Creditors Management / Payment Cycle | Nov 11 Completed Rating 2
Final report
5 | Debtors Management Final report Nov 11 Completed Rating 2
6 | Follow up Audits Final report Follow up Jan 11 Completed Rating 2
7 | Performance against Objectives Feb 11 Completed Rating 2
Quarter 1
8 | Performance against Cbjectives Jan-11 Completed Rating 2
Quarter 2
9 | Performance against Objectives Quarter | Apr-11 Completed Rating 2
3
10 | Performance against Objectives Quarter { Jul-11 Completed Rating 2
4 Final Aug 11
Johannesburg
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SECTION 8: RESPONSE TO THE AUDITOR-GENERAL (AG) REPORT

These matters as well as the corrective actions taken were communicated to the Group Audit
Committee of the City of Johannesburg and the Shareholder Unit (SHU) after interrogating the
evidence to ensure the actions taken by management were sufficient to address the problems
adequately.

The audit findings for 2009/10 financial year have been addressed.
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SECTION 9: CORPORATE ETHICS AND ORGANISATIONAL INTEGRITY

The Company has implemented its financial management Policy, Supply Chain Management Policy
and the Human Resource Management Policy which policies provide a framework for ethical conduct
of the Company and its employees.

The company has developed a Code of Conduct (‘the Code”} which has been fully endorsed by the
Board and applies to all directors and employees. The Code is regularly reviewed and updated as
necessary to ensure it reflects the highest standards of behavior and professionalism.

It is a requirement of any Director and Executive Management at any meeting of the Board of
Directors and its sub-committees to declare and sign a declaration of conflict of interest should any
matter being discussed compromise their objectivity. Should such conflicts exist, the director
concerned is recused from the proceedings.

SECTION 10: SUSTAINABILITY REPORT

The following Strategic objectives provide guidelines on how JOSHCO's resources are mobilized to
achieve maximum alignment with the shareholder compact and optimize community benefit from
community development programmes.

. To achieve optimal social inclusion, JOSHCO will leverage every opportunity at its disposal to
end different forms of exclusions.
. To empower communities, community development will establish a Community Engagement

Framework in support of JOSHCO's mission to provide sustainable housing solutions and
promote sound relationships with all stakeholders.

. To increase JOSHCO's contribution towards poverty alleviation by stimulating economic
activities in the communities it operates in.
. To ensure sustainability of operations, JOSHCO pledges to reduce the negative impact of its

business operations to the environment.

INFORMATION TECHNOLOGY GOVERNANCE

o |T Governance involves building the right capacity, processes and structures in order to make
the right decisions that achieve alignment, manage risks, enable change, deliver quality IT
services and manage service cost.

e Joshco's IT Governance is about setting the rules and building the capabilities to run IT in
order to create stakeholder value.

+ The key focus areas in Joshco’s IT Governance are IT and business alignment, value
delivery, information security, information management in order to provide decision makers
with information and reports, IT processes and procedures which ensure a stable, controlled,
repeatable service that can be objectively measured against deliverables and service levels,
and responsibilities (including Board, management, audit commitiee and risk committee},
business continuity planning (including disaster recovery planning), IT risk management.

o Key IT decisions are made by Joshco’s EXCO and Joshco have several policies relating to IT.
These policies are the principles or rules to guide decisions and achieve rational outcome and
include conduct and actions required to be followed and also those which are prohibited.

e A
Johameshyr
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CHAPTER FIVE: HUMAN RESOURCES AND ORGANISATIONAL MANAGEMENT

SECTION 1: HUMAN RESOURCES MANAGEMENT

This section relates to Corporate Support activities throughout the year where the company had
accomplished the implementation of key strategic Human Capital Development and Corporate
Support milestones. This included staff development through planned training of all employees,
planned recruitment in all business units; implementation of the performance management system,
employment equity, centralizing HR systems, planning and implementing the Employee Assistance
Programme for 2010/11 and corporate branding of JOSHCO. Greater detail of all JOSHCO activities
under each of the corporate support categories is supplied below.

SECTION 2: EMPLOYMENT EQUITY
JOSHCO is committed to the four pillars of employment equity which are:

Elimination of discrimination in decision-making;

Promotion of employee diversity;

» Reduction of barriers to advancement of the disadvantaged; and
Introduction of measures and procedures for transformation.

2.1 STAFF MOVEMENT

As at the end of the financial year of 2010/2011, JOSHCO’s staff complement consisted of sixty five
(65) full time (contract and permanent) employees. Each staff member has been placed against an
approved job profile and approved budget for the specified position. Of the total number of staff
members, twenty one (21) employees are on fixed term performance-based contracts whilst forty four
(44) are permanently employed.

Recruitments concluded during the year 2010/2011 included eleven (11) appointments and these
inciuded one (1) Executive Assistant, two (2) Leasing Administrator, one (1) Receptionist, one (1)
Marketing and Communications Officer, one (1) Paralegal, one (1) Billing Clerk, one (1) Portfolio
Manager, one (1) Supply Chain Manager and two (2) Office Attendants. Of the eleven (11)
appointments, three (3) positions were filled by internal candidates namely Receptionist, Marketing
and Communication Officer and Portfolio Manager. As per JOSHCO’s policy to encourage upward
mobility, all positions were advertised internaily and externally.

Staff movements were made up of two (2) resignations by the Company Secretary and the
Procurement Officer and one termination of employment for the Portfolio Manager. Of the eleven (11)
appointments, eight (8) were femaies and three were males.

In terms of staff turnover, JOSHCO has low levels of staff turnover (4.62%) which was three (3)
resignations and termination out of sixty five (65) for the year 2010/2011. The recruitment process of
some of the positions was at various stages by the end of financial vear.

Johanneshurg Soglal Housging Company
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2.2 EMPLOYMENT EQUITY TARGETS AND RATIOS
2.2.1 Senior Management Category

JOSHCO's employment equity ratio target for management category staff from previously
disadvantaged backgrounds was 75%. By the end of the financial year 2010/2011, JOSHCO had
exceeded its target with eighty three point three percent (83.3%) of the management team that is
drawn from individuals from previously disadvantaged backgrounds (5 out of 6 members of the
management team).

JOSHCO's employment equity ratio target for staff falling within the management category being
women is 30%. As at the end of the financial year of 2010/2011, JOSHCO had far exceeded this
target with 50% of the management team being women (3 out of & members of the management
team).

EXECUTIVE COMMITTEE AS AT JUNE 2011

Job Title Age Race Gende  Qualifications

Chief Executive 45
Officer

Business 57
Planning and
Audit Risk

Executive 40
Manager:

Housing
Development

Chief Financial
Officer

Executive
Manager:
Housing
Management

Senior Manager:
Corporate
Support

Johanneshurg Soglal Housijtg Company
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2.2.2 Middle Management Category

in the middle management level 92.3% ( 12 out of 13} of the staff were drawn from PDI designated
groups against an employment equity target ratio of 40% and 30.76% (4 out of 13) of staff in this
category were women, against a target of 30%. The 5% decline in women category was due to the
appointment of two (2) African males in this category, the Portfolio Manager and the Supply Chain

Manager. Although the target was met, there is a need to increase women representation in this
level.

2.2.3 Supervisor / Skilled Category

In the skilled/supervisory level, 92.86% (13 out of 14) of the staff were drawn from PDI designated
groups against an employment equity target ratio of 40% and 50% (7 out of 14) of staff in this
category were women against a target ratio of 30%. The changes in this category were due to the
promotion of one of the Housing Supervisors into the Portfolio Manager's position and the
appointment of the Executive Assistant.

2.2.4 Semi Skilled Category

In the semi skilled category some 100% of staff were drawn from PDI designated groups, against a
target of 80% out of which 50% (15 out of 30) of staff in this category were women, against a target of
60%. The 1.17% decrease was due to the appointment of the Billing Clerk who was a male
candidate. It is acknowledged that this is still below the targeted percentage and JOSHCO would
endeavor to recruit more females in this category in future. .

2.2.4 Overall Race and Gender Analysis

As far as JOSHCO’s overall employment equity targets were concerned, across all job types,
JOSHCO employed 49.23% (32 out of 65) of women against an overall target of 50% and this was a

variance by 0.77%. About 95.38% (62 out of 65) of staff were from designated PDI groups against an
overall target of 75%.

As at the end of the financial year of 2010/2011, JOSHCO had employed 83.16% Africans (54 out of
65), 3.07% Indians (2 out of 65), 9.23% Coloureds (6 out of 65) and 4.62% Whites (3 out of 65).

As far as disability is concerned, JOSHCO has a target of 2% which has not yet been achieved (total
number of staff with disabilities employed by JOSHCO is 0%). As at the end of financial year
2010/2011, one candidate with a disability was offered employment for the position of Billing Clerk
and the offer was declined. Furthermore, interviews for the Executive Assistant were held and one of
the candidates shortlisted is a disabled person.

The overall performance of JOSHCO in the above categories indicate an improvement against
employment equity targets. JOSHCO has met and exceeded its targets in all other categories except
in the disability category (0% against a target of 2%) and women in the semi skilled category (50%
against a target of 60%). Joshco has actively pursued the recruitment of candidates with disability
and has made an offer during the third quarter to a qualifying candidate but the candidate._rejected
the offer. Joshco’s EE performance against targets repr ighiy gwscBakipusing Company ,

Signature. ....... :
Office of the CRO ‘
Joshco
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It must be noted that the national EE targeis have changed and therefore going forward Joshco shall
comply with the new EE targets as outiined in the Employment Equity Act and reiterated by the City
of Johannesburg EE Policy. Targets for the new financial year shall be amended to incorporate the
new targets.

Johannesburg Spcial Housing Company

Signature: . eeeeeeafon ks
Office of
Jo§hc0
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SECTION 3: SKILLS DEVELOPMENT AND TRAINING

During the year 2010/2011 Corporate Support coordinated training programmes for various business
units. Individual Learning Plans (IPLs) were concluded for most employees and trainings were
scheduled for this year and to overlap into the next financial year. ILPs include short, medium and long-
term training interventions to equip employees to improve their performance levels. Each financial year,
JOSHCO is obliged to spend one percent (1%} of the salary budget to develop and train staff in line with
the statutory requirements.

One of the key training interventions which was raised by auditors was the finance training and through
the services of an external service provider a finance procedure manual was developed and three (3)
day training sessions which included staff from various business units.

In the table below, are some of the training programmes procured during the financial year 2010/2011:

ttendees Course/T aining ~ Service Provider/ Dates
Facilitator
IR
Altimax 27-29/06/2011

--------

Signature; . /ﬂ /, 7 LA 49
Office of e fo
. “:njo:ghco

Johannesburg Soglal Hous! Compa-ﬁ?
Date: ._........ g//L ..... 2L
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SECTION 4: SUCCESSION PLANNING AND RETENTION

Joshco’s Talent Management and Succession Policy was approved by the Board for implementation
by management. Research and consultation with the City of Johannesburg and some MOESs took
place and the implementation documents have been produced to assist Joshco to plan its current
workforce and future needs. The documents include the implementation guidelines, succession
agreement and proposed policy amendments which will be tabled at the next board meeting. Joshco
in the interim has been able to support upward movement of employees and a number of them have
been appointed to higher posts in the organisation. Recruiting internally is an indicator of
management’s trust and confidence in current skills and commitment to investing in internal capacity.
During 2010/2011 the following employees were promoted:

Previous Position New position " Co encement date

SECTION 5: PERFORMANCE MANAGEMENT

Responsibility for the management of human resources capital continued to be delegated to all line
managers and supervisory staff (team leaders) but Corporate Support administers the process once
the performance sessions begin. This arrangement will remain unchanged as it is consistent with
best practice standards for human resources management, and Corporate Support provides the
professional support function. Performance management reviews and final coaching sessions for
2010/2011 would be conducted by the business units and evidence of this will be incorporated in the
managei’s performance reviews.

SECTION 6: EMPLOYEE WELLNESS AND HIV AND AIDS

The year 2010/2011 was the beginning of the second year since the Employee Wellness programme

was launched. A number of issues facing employees had been highlighted through the survey

conducted by the service provider. Communication, finances, health, work pressure and burnout were

some of the top issues affecting staff. In the programme designed between Joshco and the service

provider, the following health and wellness challenges were highlighted in the report submitted by the

service provider:

 Aithough there was a decline in the number of employees using the service, there were three main
issues raised by those who used the service, work related (27%), financial (36%) and family
problems (37%},

« Of the total number of EAP participants, 73% were male and 27% were female, and

s About 91% of the cases reported were self-referral and 9% management referrals.

In addition to this, the 24 hour toll free line was fully functional s FARBERR SRSRL TR RS A
DE = O— g ..... (Z/ ..... AR

SIGNAUIE: ceesememeeefendetn e o manaaenans
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SECTION 7: SUPPLY CHAIN MANAGEMENT AND BLACK ECONOMIC EMPOWEREMENT

The Company has adopted Supply Chain Management systems in compliance with the provisions of the
MFMA and the National Treasury: Municipal Supply Chain Management Regulations, 2005. The
Company recruited a Supply Chain Manager during the financial year. The SCM unit currently comprises
of the CFO the Supply Chain Manager and a temporary Procurement Officer. The unit monitors the
implementation of the company’s SCM policies in line with the regulations which seeks to modernize
financial governance and improve accountability and transparency in the entity's processes. The entity’s
SCM policies provide for the exclusion of awards to persons in the service of the state subject to the
exemptions and regulations issued by National Treasury from time to time.

The Company has implemented the three —stage bidding processes with separate Bid Specification, Bid
Evaluation and Bid Adjudication committees having been set out.

The Board has ensured that the procurement policy embraces the objectives of broad-based Black
Economic Empowerment and the Chief Executive Officer, as the Accounting Officer of the Company,
was tasked as the custodian for effective implementation. The Capital projects implemented during this
period served as valuable foundations for ensuring community participation in our BEE programmes.

This pace will be enhanced and the Company will continue to be sensitive to the financial constraints
facing emerging black businesses.

No unsolicited bids were made to the company.

The table below reflects both capital and operation expenditure in terms of black economic empowerment.
BEE SCORE

BEE Figures as at 30 June 2011:-

Capex 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Total
Actual Expenditure on Capex 1 360 831 16 261 087 10 455 302 33 923 260 62 000 479
Actual spent on BEE 1496 914 15 417 227 10513274 33 880085 61 307 500
% Spent on BEE 110% 95% 101% 100% 99%
Opex

Actual Expenditure on Opex 12 090 051 20174775 12271 335 26 805 889 71 342 049
Actual spent on BEE 5745 818 12 063 450 6590 139 18 973 484 43 372 892
% Spent on BEE 48% 60% 54% 1% 61%
Total Spent Overall 13 450 882 36 435 862 22 726 636 60 729 149 133 342 529
Actual spent on BEE 7242 733 27 480 678 17 103 413 52 853 569 104 680 392

The procurement requirements of the institution are being complied with and are in accordance with the
approved Supply Chain Management Policy. The tenders issued were in line with the Preferential

Procurement Framework and the MFMA. Management was able to extract statistics relating to the BEE
purchases.

NOTE: [Due to the lack of the monitonng capacity it would require the enlity canpot quantify the number and value of awards made to os, children or parent of

peisons in the setvice of the state or have been in the service of the state in the previous twelve months as required by Regulation 45 of the Local Government: Supply
Chain Management Regqulations, 2005.]

’51
Joshco
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CHAPTER SEVEN: AUDITED STATEMENTS AND RELATED FINANCIAL INFORMATION

SECTION 1: REPORT OF THE AUDIT COMMITTEE
Report of the Audit Committee required by Treasury Regulations 27.1.7 and 27.1.10 (b) and (c)
issued in terms of the Municipal Finance Management Act 1, as amended

We are pleased to present our report for the financial year ended 30 June 2011.

Audit Committee Members and Attendance

The Audit Committee consists of the members listed hereunder. During the period the Audit Committee
met on eight occasions, and appropriate feedback was provided to the Board on matters that fell within
the mandate of the Audit Committee.

The Audit Committee met eight (8) times for the period 01 July 2010 to 30 June 2011. Four (4)
ordinary meetings were held, one each quarter and four {4) special meetings throughout the
financial year.

CHAIRPERSON DESIGNATION CONSTITUENCY
1 Krishna Govender Chairperson ‘ Independent Member
2 Errol Tait Member Independent Member
3 Ayanda Kanana Member Independent Member
5 Moope Mphahlele Member Non-executive Director
6 Yaswant Gordhan Member Non-executive Director

Audit Committee Responsibility

The Audit Committee reports that it has adopted appropriate formal terms of reference as its Audit
Committee charter, and has regulated its affairs in compliance with this charter and has discharged all its
responsibilities as contained therein, which include the following:

a) Financial Reporting and Reliability of Financial information;

b) In liaison with the Risk Committee to identify financial, business and operational risk areas of the
company to be covered in the scope of internal and external Audits.

) Ensure that the Accounting Officer of the company has put in place appropriate internal control
systems

d) Monitor and review the effectiveness of the internal Audit function

e) Oversee the relationship of the company with the Auditor-General;

f) Review the consistency of, and any changes to, the accounting policies of the company both on a
year-on-year basis and across the company and the City of Johannesburg;

g) Review the company’s arrangements for its employees to raise concerns, in absolute confidence
and confidentiality, about possible wrongdoing or improprieties in financial reporting and other
matters;

h) Monitor and review the performance information Q arw yﬁpﬁgammg approved

business plan, the City’s Integrated Development

lan and the wth and Development Ftrategy
/O 60
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and provide to the Board of Directors an authoritative and credible view of the performance of the
company.

Internal Control and Risk Management

The system of controls is designed to provide cost effective assurance that assets are safeguarded and
that liabilities and working capital are efficiently managed. In line with the MFMA and the King Il Report
on Corporate Governance requirements, Internal Audit provides the Audit Committee and management
with assurance that the internal controls are adequate and effective to mitigate the risks applicable to
JOSHCO. The parent municipality has adopted King Il and further guidance is being obtained to ensure
compliance. This is achieved by means of the risk management process, as well as the identification of
corrective actions and suggested enhancements to the controls and processes. In order to enhance the
risk management process JOSHCO has a Risk Management Committee in place.

The Audit Committee is of the opinion, based on the information and explanations given by management
and the internal auditors and discussions with the independent external auditors on the results of their
audits, that the internal accounting controls are operating to ensure that the financial records may be
relied upon for preparing the annual financial statements, and accountability for assets and liabilities is
maintained.

The going concern of the business is dependent on funding from the parent company. However,
management is working towards making JOSHCO a self sustaining business.

For the period under review the Audit Committee is satisfied that it has carried out the mandate in
accordance with its charter, good governance principles and the requirements of the Municipal Finance
Management Act. We can report that the key systems of internal controls for the period under review
were adequate and operated effectively.

Evaluation of Annual Financial Statements

Following our review of the Annual Financial Statements for the year ended 30 June 2011, we are of the
opinion that they comply in all material respects with the relevant provisions of the Municipal Finance
Management Act, as amended, South African Statements of Generally Recognized Accounting Practice,
IFRS, including any interpretations of such statements where no GRAP standards exist. We therefore
recommend that the financial statements submitted be approved.

The Audit Committee concurs with members of the Board that the adoption of the going concern
assertion in the preparation of the annual financial statements is appropriate.

K GOVENDER

02 DECEMBER 2011

AUDIT COMMITTEE CHAIRPERSON
JOHANNESBURG
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REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINCIAL LEGISLATURE
AND THE COUNCIL ON THE JOHANNESBURG SOCIAL HOUSING COMPANY SOC
LIMITED

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

introduction

1.

| have audited the accompanying financial statements of the Johannesburg Social
Housing Company SOC Limited, which comprise the statement of financial position as
at 30 June 2011, and the statement of financial performance, statement of changes in
net assets and cash flow statement for the year then ended, a summary of significant
accounting policies and other explanatory information and the directors’ report as set out
on pages XX to XX.

Accounting officer’s responsibility for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordance with South African Standards of Generally
Recognised Accounting Practice (SA Standards of GRAP), the requirements of the
Municipal Finance Management Act of South Africa, 2003 (Act No.56 of 2003) (MFMA),
and the Companies Act of South Africa, 2008 (Act No.71 of 2008), and for such internal
control as management determines necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor-General’s responsibility

3.

As required by section 188 of the Constitution of the Republic of South Africa, 1996 and
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my
responsibility is to express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with International Standards on Auditing and
General Notice 1111 of 2010 issued in Government Gazette 33872 of 15 December
2010. Those standards require that | comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of __téhe

financial statements. ‘Eﬁﬁéﬁrg Soelal Housing Compaiy |
2 P 1 A— |
Signature! cceeeesssems ﬂ ______________ N !6 5
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6. | believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my audit opinion.

Opinion

7. In my opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Johannesburg Social Housing Company SOC
Limited as at 30 June 2011, and its financial performance and cash flows for the year
then ended in accordance with South African Standards of Generally Recognised
Account Practice (SA Standards of GRAP) and the requirements of the MFMA and the
Companies Act of South Africa.

Emphasis of matters

8. | draw attention to the matters below. My opinion is not modified in respect of these
matters:

Leasing of rental stock

9. As disclosed in note 20 to the financial statements, the entity had an operating lease
resulting from the service delivery agreement entered with the City of Johannesburg
Metropolitan Municipality. In terms of the service delivery agreement, the City of
Johannesburg Metropolitan Municipality leased out the rental stock at zero value for an
unidentifiable period and the rental income received was not shared between the parties
as it was part of Johannesburg Social Housing Company SOC Limited operational
budget.

Material impairments

10.  Asdisclosed in note 6 to the financial statements, material impairments to the amount of
R18 817 971 were incurred on trade and other receivables, as the recoverability of these
amounts are doubtful.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

11. in accordanca with tho PAA and in terms of General Notice 1111 of 2010 issued in
Government Gazette 33872 of 15 December 2010, | include below my findings on the
annual performance report as set out on pages XX to XX and material non-compliance
with laws and regulations applicable to the municipal entity.

Predetermined objectives

12. There were no material findings on the annual performance report.

Compliance with laws and regulations

13.  There were no findings concerning non-compliance|vitPRisfiay
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INTERNAL CONTROL

14. in accordance with the PAA and in terms of General notice 1111 of 2010, issued in
Government Gazette 33872 of 15 December 2010, | considered internal control relevant
to my audit, but not for the purpose of expressing an opinion on the effectiveness of
internal control. There are no significant deficiencies in internal control that resulted in a
qualification of the auditor's opinion on the financial statements and findings on
predetermined objectives and material non-compliance with laws and regulations.

&@*@‘f ~Genera |

Johannesburg
29 November 2011

‘\
L)

AUDITOR-GENERAL
SOUTH AFRICA

Auditing to build public confidence
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SECTION 3: STATEMENT BY COMPANY SECRETARY
DECLARATION BY THE COMPANY SECRETARY FOR THE YEAR ENDED 30 JUNE 2011

JOSHCO has complied with all statutory and regulatory requirements in accordance with the
Companies Act, MFMA, Treasury Regulations and the relevant applicable legislation. In terms
of section 268G (d) of the Companies Act, as amended, | hereby confirm that the Company has
lodged with the Registrar of Companies all such returns as are required of a private company in
terms of this Act and that all such returns are true, correct and up to date.

The Company Secretary acts as an adviser to the board and plays a pivotal role in ensuring
compliance with procedures and applicable statutes and reguiations. The activities in which the
company secretary engages includes, inter alia:

. induction of new directors;

. assisting with other strategic issues of an administrative nature;

. guiding the board and managers in the proper discharge of their responsibilities; and
. Acting as a central source of guidance on matters of ethics and governance.

All directors may liaise with the Company Secretary on agenda items for board meetings.
Where appropriate, the directors may also consult with independent professionals and advisers.

The Company Secretary is furthermore responsible for the functions specified in section 268(G)
of the Companies Act No 61 of 1973, as amended (the Act). All meetings of board sub-
committees are properly recorded as per the requirements of section 242 of the Act.

Signature:

......................... Frawrom e v

_ Josheo




Signature:

LY SRR SR S gl U TR TS

Office ‘of th&CE

Jonshno
—_-——_'—"‘*——-——-—-‘*..‘nv 'n-n--——-—ur—-—-—--u-



JasHco

JORANNESHURG SOCIAL
ROUSING COMPANY

JOHANNESBURG SOCIAL HOUSING COMPANY SOC Lid
(Registration number 2003/008063/07)
Consolidated Annual Financial Statements
for the year ended 30 June 2011
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General iInformation

COUNTRY OF INCORPORATICN AND DOMICILE

LEGAL FORM OF ENTITY

NATURE OF BUSINESS AND PRIMCIPAL ACTIVITIES

CHIEF FINANCE OFFICER (CFO)

DIRECTORS

REGISTERED OFFICE

BUSINESS ADDRESS

POSTAL ADDRESS

PARENT MUNIGIPALITY

BAMKERS

AUDITORS

COMPANY SECRETARY

COMPANY REGISTRATION NUMBER

PREPARER OF FINANCIAL STATEMENTS

AUDIT OF FINANCIAL STATEMENTS

South Africa

SOC Limited

Joshco is appointed as the preferred implementing agent for social
and instituiional housing developments in the City of Johannesbrg
and to: a) Manage all Council owned rental stock; b} Manage and
refurbish staff and public hostels; ¢) Develop new rental stock and to
implement other mutually agreed housing developments; d) Provide
housing management services and turnaround strategies.

Ms Sinikiwe Makumbirofa

Mr | Mikhabela (Non-Executive,
Chairman)

Ms N Tshabalala (Non-Executive)
Mr BL Gallocher (Executive)

Ms F P Segale {Non-Executive)}
Mr P G Jackson (Non-Executive)
Mr V A Booysen ( Non-Executive}
Mr Y N Gordhan (Non-Executive)
ir M Mphahlele (Non-Executive)
Ms L Mashamaite (Non-Executive)
Ms G Sengoara (Non-Executive)

137 Sivewright Avenue
New Doornfontein
2094

137 Sivewright Avenue
New Doornfontein
2094

P O Box 15021
Mew Doornfontein
2028

The City of Johanneshurg Metropolitan Municipafity
incorporated in South Africa

ABSA Bank Limited
(011) 641 5518 or {011) 641 5550

The Auditor General - South Africa
Registered Auditors

(Ms M Hlaba - Resigned 22 March 2011) and (Ms Celiwe Nkosi
Appointed effective 03 October 2011)

2003/008063/07

These financial staterments were intemally prepared by the
Accountant and reviewed by the CFO.

These financial statements have been audited in compliance witf

applicakle requirements of the Companies Act and the MFMA as
i 'iT‘BdCOﬂ'i‘pa ny?1
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Directors' Responsibilities and Approval

The directors are required by the Municipal Finance Management Act (Act 56 of 2003) and the Companies‘ Act (Act
71 of 2008) to maintain adequate accounting records and are responsible for the content and integrity of Ftl\e
consolidated annual financial stataments and related financial information included in this report. It is the responsibility
of the directors {0 ensure that the consolidated annual financial statements faitly present the state of alfairs of the
company as at the end of the financial year and the results of its operations and cash flows for the period then ended,
in conformity with South Aftican Statements of Generally Recognised Accounting Practice. The external auditors are

engaged to express an independent opinion on the consolidated annual financial statements and were given
untestricted access to all financial records and related data.

The consolidated annual financial statements have been prepared in accordance with South African Statements of

Generally Recognised Accounting Practice (GRAP), including any interpretations, guidelines and directives issued by
the Accounting Standards Board.

The consolidated annual financial statements are based upon appropriate accounting policies consistently applied and
supported by reasonable and prudent judgments and estimates.

The directors acknowledge that they are uitimately responsible for the system of internal financial control established
by the entity and place considerable importance on maintaining a strang control enviranment. To enable the directors
to mest these responsibilities, the directors set standards for internal control aimed at reducing the risk of errar or
deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level
of risk. These controls are monitored throughout 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
is above reproach. The focus of tisk management in the company is on identifying, assessing, managing and
monitoring all known forms of tisk 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 directors are of the opinion, based on the information and explanations given by management, that the system of
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the
consolidated annual financial statements. However, any system of internal financial control can provide only
reasonable, and not absolute, assurance against material misstaternent or deficit.

The directors have reviewed the company's cash flow forecast for the year to 30 June 2012 and, in the light of this

review and the current financial position, they are satisfied that the company has or has access to adequate resources
to continue in operational existence for the foreseeable future.

The entity is dependent on the City of Johannesburg Metropolitan Municipatity for continued funding of operations. The
consolidated annuai financial statements are prepared on the basis that the company is a going concern and that the

City of Johannesburg Metropolitan Municipality has neither the intention nor the need to liquidate or cuitail materially
the scale of the company.

Although the directors are primarily responsible for the financial affairs of the company, they are also supported by the
company's internal auditors and also by management.

The consolidated annual financial statements set out on pages 6 to 66, which have been prepared on the going
cancern basis, were approved by the directors on 30 August 20741 and wgre signed on its behalf by:

M oyt BV

Mr | Mkhabela {Non-Executive, Chairman) Mr RL Galloc?ﬁer {Executive)
02 December 2011

Johannesburg Soglal Housing C-c‘;r':npan;

Date: g L2 /4
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Audit Commitiee Report

We are pleased to present our report for the financial year endecl 30 June 2011,
Audit commiitee members and attendance
The audit committee consists of the members lisied hereunder and they have met 8 times during the year.

Name of member Number of meetings attended
Mr K Govender (Chairperson)
Mr Y Gordhan
Mr M Mphahlele
Mr E Tait
Mr A Kanana

m oo~

Audit Committee respansibility

We report that we have adopted appropriate formal terms of reference in our charter in line with the rgquirgments of
section 166(2)(a) of the MFMA. We further report that we have conducted our affairs in compliance with this charter.

The effectiveness of internal control and risk management

The system of internal controls applied by the entity over financial and risk management is effective, efficient ant;i
transparent. In line with the MFMA and the King II! Report on Corporate Governance requirements, Internal Agdlt
provides the Audit Committee and management with assurance that the intemal controls are approptiate and effective.
This is achieved by means of the risk management process, as well as the identification of corrective actions and
suggested enhancements to the controls and processes. From the various reports of the Internal Auditors, the Audit
Report on the consolidated annual financial statements, and the management leiter of the Auditor—Genera! South
Africa, it was noted that no matters were reported that indicate any material deficiencies in the system of internal
control or any deviations there from. Accordingly, we can report that the system of internal control over financial
reporting for the period under review was efficient and effective.

The quarterly reports were submitted in terms of the MFMA and we are satistied with the quality of such reporis.

We are satisfied with the content and quality of guarterly internal audit reports prepared and issued by the intemal
auditors of the entity during the year under raview.

Evaluation of consolidated annual financial statements

We have:

* Reviewed and discussed the audited consolidated annual financial statements to be included in the annual
report, with the Auditor-General South Africa and the internal auditors.

Reviewed the Auditor-General South Africa's management letter and management's response thereto;

Reviewed changes in accounting policies and practices;

Reviewed the entities compliance with legal and regulatory provisions; and

Reviewed significant adjustments resulting from the audit.

o a3 & B8

We concur with and accept the Auditor-General South Africa's report on the consolidated annual financial statements,
and are of the opinion that the audited consolidated annual financial statements should be accepted and read together
with the report of the Auditor-Gieneral South Africa,

Risk Management Sub-Coramiitee

The Risk Management Sub-Committee of the Audit Committee has had 4 meetings duwing the financigt vear. Mr Y
Gordhan a non-executive director is a Chairperson of the committee which comprises of CGEQ and all Senior Managers
of the company.

Internal audit

We are satisfied that the outsourced internal audit function is operating effectively and that it has addressed the risks
pertinent to the entity and its audits.

Johannesburg Social HOUBYIY Cempany

— Le@

. .
/) y ;' ] I
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Audlit Commities Report

Auditor-Gensral South Africa

Wa have mat with the Auditor-General Souih Alriica to ensure that there are no material unresalved issues. We are
satisfied that the auditor is independent of the company.

ct qirpers‘ﬁ of the Audit Committee

—_—

Date: (}2./ beceﬂ\ﬁ(’:@ 2—0“

Signature:.._.__. ,4.. S A
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Directors' Repori

The directors submit their report for the year ended 30 June 2011,

1. INCORPORATION

The company was incorporated on 2 April 2003 and obtained its certificate to commence business on the sarne day.
2.  REVIEW OF ACTIVITIES

Main business and operations

Joshco is appointed as the preferred implementing agent for social and institutional housing developments in the
City of Johannesburg Metropolitan Municipality and to:

° manage all council owned rental stock;

* manage and refurbish staff and public hosiels;

> develop new rental stock and to implement other mutually agreed housing developments; and

* provide housing management services and turnaround strategies.

We draw attention to the fact that, the substance of the service delivery agreement between Joshce and the City pf
Johannesburg Metropolitan Municipality is that of an operating lease. There is however no formal lease agreement in
place and discussions are ongoing to resolve the issue.

The company operates in South Africa.

During the year ended 30 June 2011 there were no major changes in the activities of the business.

The financial position of the company shows a net asset position of R8 070 196 (2010: R1 848 188).

Net surplus of the entity was R 6 222 008 (2010 deficit R 1 699 112), aiter taxation of R (963 327)
{2010: R (913 970)).

3. GOING CONCERN

The existence of the company is partially dependent on the continued support of its parent, The City of Jobannespurg
Metropolitan Municipality by way of management fees/subsidies paid each year in terms of a service dslivery
agreement entered into between the company and the City of Johannesburg Metropolitan Municipality.

The consolidated annual financial statements have been prepared on the basis of accounting policies applicabk’a toa
going concern. The basis presumes that funds will be available to finance future operations and that the realisation of

asseis and settlement of liabilities, contingent obligations and commitments will occur in the otdinary course of the
business.

We draw attention to the fact that at 30 June 201 1, the company had an accumulated surpius of R 8 070 076 (2010:
R1 848 068). and that the company's total assets exceed its liabilities by R 8 070 196. (2010: R1 848 188).

4, SUBSEQUENT EVENTS

Ms Celiwe Nkosi was appointed as a Company Secretary effective from 03 Qctober 2011. The company Chief
Financial Officer Ms Sinikiwe Makumbirofa resigned effective 31 August 2011.

- P
Johannesburg Sgcial Hoysing Comipany

Signature: -.A .
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Direciors’ Report

10.

DIRECTORS' PERSOMAL FINANCIAL INTEREST

One of the directors of the company, Mr M B Moholo, is the Managing Director of Social Housing Foundatio‘n', an
organisation with which Joshco has a funding contract over its City Deep and Roodepoori projects. Mr B M Mobholo

has declared his interest as required by the Companies Act, 71 of 2008. Mr B Moholo has resigned as a director of the
company with effect from 16 February 2011,

ACCOUNTING POLICIES

The consolidated annual financial statements were prepared in accordance with Statements of Generally F{ecqgnised
Accounting Practice (GRAP) as the prescribed framework by Mational Treasury, including any interpretations of
Statements issued by the Accounting Practices Board and International Financial Reporting Standards (IFRS). GRAP
statements which were applied prior to the commencement dates in the current year are listed in the accounting policy
note an presentation of annual financial statements.

SHARE CAPITAL

There were no changes in the authorised or issued share capital of the company during the year under review.

BORROWING LIMITATIONS

The directors may authorise borrowing by the company subject to approvat by the City of Johannesburg Metropalitan
Municipality.

CHANGES TO ASSETS AND LIABILITIES

There were no significant changes to non-current asssts and non-current liabilities.

DIRECTORS

The directors of the company during the year under review and to 30 June 2011 were as follows:

Name Nationality Changes

Mr | Mkhabela (Non-Executive, Chairman) South African

Ms N Tshabalala (Non-Executive) South African

Mr RL Gallocher (Executive) South African

Ms F P Segole (Mon-Executive) South African

Mr M B Moholo {Non-Executive) South African Resigned 16 February 2011
Mt P G Jackson {Non-Executive) South African

Mr V A Booysen ( Non-Executive) South African

Mr ¥ N Gordhan (Non-Executive) South African

Mr M Mphahlete (Mon-Executive) South African Appainted 15 July 2010

Ms L Mashamaite {Mon-Executive) South African

Ms G Sengoara (Non-Executive) Souih African ('

COMPANY SECRETARY

R
The secretary of the company was (Miss M Hlaba - Resigned 22 March 2011) and now is (Mr King Chauke - Aeting - £
effective 13 June 2011) of:

Business address

137 Sivewright Avenu Sg Company §
New Doornfontein

2004 F T

------
........

Postal address

P O Box 16021 s ot SIS r
New Doornfontein
2028
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JOHANNESBURG SOCIAL HOUSING COMPANY SOC Lid
(Registration number 2003/008063/07)
Consolidated Annual Financial Statements for the year ended 30 June 2011

Directors' Repor:
Direciors' Report

The Johannesburg Social Housing Company SOC Lid confirms and acknowledges iis responsivility to total
compliance with the Code of Corporaie Practices and Conduct ("the Code"} laid out in the King Il Report on Corporate
Governance for South Africa. The directors discuss the responsibilities of management in this respect, at Board
meetings and monitor the company's compliance with the code on a quarterly basis. The salient features of the
company's acloption of the Code is ouilined below:

The Companies Act, 2008 (Act 71 of 2008) became effective on 1 May 2011 as per proclamation R. 32 publigshed in
Govamment Gazelte 34239 on 26 April 2011. The Companies Act, 2008 repealed the whole of the Companies Act,

1973 (Act 61 of 1973), except for Chapter 14 in as far as it deals with the liquidation and winding-up of insolvent
companies.

In temn of lter 4(1)(c) of Schedule 5 (Transitional Arrangements) to the Companies Act, 2008, the company is
deemed to have amended its Memorandum of Incorporation as of the general effactive date to have changed its name
in so far as required to comply with section 11 (3}. Therefore, as from 1 May 2011, the name of the company Is
Johannesburg Social Housing Company SOC Ltd. Al references to the Companies Act in these annual financial
statements are to the Companies Act, 2008, unless otherwise indicated.

Board of directors

The Board:
e retains full control over the company, its plans and strategy;

acknowledges its responsibilities as to strategy, compliance with internal policies, external laws and regulations,
effective risk management and performance measurement, transparency and effective communication by the
company, both internally and externally;

. is of a unitary structure comprising:

- 9 non-execulive directors, all of whom are independent directors as defined in the Code; and

- 1 executive director, who is the Chief Executive Officer.

Chairman and Chief Executive
The Chairman is a non-executive and independent director (as defined by the Code).

The roles of Chairman and Chief Executive are separate, with responsibilities divided between them, so that no
individual has unfettered powers of discretion.

Remuneration

The upper limits of the remuneration of the Chief Executive Officer and all executive managers of t_he company are
determined by the parent municipality. The Board determines the remuneration within the above mentioned limits.

Board and Board Sub-Commitiee meetings

The board of directors has met on 6 separate occasions during the financial year. 4 meetings being ord‘inary and 2
being special meetings to discuss urgent business, such as approval of financial statements. The directors are
scheduted to attend 4 ordinary mestings per annuim, being one meeting per quarter.

Johannesburg Sqciai Hou ing Company"

Office of the
Josheo
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JOHANNESBURG SOCIAL HOUSING COMPANY 300 Lid
(Registration number 2003/008063/07)
Consolidated Apnuat Financial Statements for the year ended 30 June 2011

Direciors' Report

MNon-e«ecutive directors have access to all members of management of the company,

Aitendance at board and sub-commitee meetings were as follows:

NAME

BOARD  CORPSUP AUDIT DEV RISK

Ms LM Mashamaite (Non-Executive) G 3 n/a n/a n/a
Mr YN Gordhan (Non-Executive) 6 n/a 7 nfa 4

s NTshabalala (Non Executive) 5 4 n/a nfa n/a
Mr RL Gallocher (Executive) 5 4 7 5 4

Ms FP Segole (Non Executive) 8 nfa nfa 3 n/a
#Mr MB Mohalo {Non Executive) 5 n/a n/a 4 na
Mr PG Jackson (Non Executive) 4 n/a na 4 nfa
Mr VA Booysen (Non Executive) 2 3 n/a nfa nfa
Mr | Mkhabeia (Non Executive, Chairman) 6 n/a nfa nfa n/a
Ms G Sengoara (Non Executive) 6 4 n/a n/a nfa
*Mr M Mphahisle (Non Executive) 5 nfa 8 nfa nfa
Total number of meetings held 6 4 8 5 4

* - Appointed 15 July 2010

#- Resigned 16 February 2011
nfa - Not a member

Audit Committee

For the year ended 30 June 2011 the Chairman of the Audit Commiitee was Mr K Govender, an independent member

who was appointed at the AGM. The committee met 8 times during the year to review maiters necessary to fulfil its
role,

Signature: ,ﬂ : -

Officel o thd CEO
Jechoo
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JORANNESBURG SOCIAL HOUSING COMPANY 50U Lid
{Registration number 2003/008063/07)
Consclidated Annual Financial Statements for the vear ended 30 June 201

Directors' Report

14,

16.

In terms of Section 166 of ihe Municipal Finance Management Act, the City of Johannesburg Metropolitan
Municipality, as a parent municipality, must appoint members of the Audit Committee. Motwithstanding that non-
axecutive directors appointed by the parent muricipality constituted the municipal entities’” Audit Cornmittees, Mational
Treasury policy requires that parent municipalities should appoint further mernbers of the company’s audit comimitiess
who are not direciors of the municipal company onto the audit cornmittes. The City of Johannesburg, as a parent
municipality, was satisfied that the Audit Committee of the company is properly constituted to fulfil its role and to
advise the Board of its responsibilities as provided in Section 166 of the Municipal Finance Management Act.

Risk Management Sub-Commitee

The Risk Management Sub-Commitiee has had 4 meetings during the financial year. Mr ¥ Gordhan, a non executive
director is a Chairperson of the sub-committee which comprises of the CEO and all Senior Managers of the company.

Corporate Support Commites

Members of the Corporate Support Commitiee are as follows:

Y Booysen (Chairperson) Non-Executive Director
N Tshahalala Non-Executive Director
L Mashamaite Non-Executive Director
G Sengoara Non-Executive Director
R Gallocher {CEQ) Executive Director

There were a total of 4 Committee meetings convened during the financial year.

Development Commitee

There have been a total of 5 Committee meetings during the financial year. The Committee currently consists of the
following members :-

P Jackson (Chairperson) Non-Executive Director
*B Moholo Non-Executive Director
F Segole Non-Executive Director
#M Mphahlele Non-Executive Director
R Gallacher (CEO) Executive Director

* Resigned 16 February 2011
#Mr Mphahlele was appointed to the development cornmitee with effect from 18 April 2011,

Internal audit

The company has outsourced its intemal audit function to Gobodo Forensic and Investigative Accounting (Piy) Lid.
The appointment of an internal auditor is in compliance with the Municipal Finance Management Act, 2003.

PARENT MUNICIPALITY

‘ne cempany's parent municipality is The City of Johannesburg Metropolitan Municipality incorporated in South Africa
in terms of the Municipal Systems Act.

INTEREST IN JOIMTLY CONTROLLED ENTITIES

Name of jointly controlled entity Country of incorporation if not the Net income/ (loss) after
RSA tax
Joshco Madulamoho (JM/JV) South Africa (108 747)

The main transactions between Joshco and the JM/JV were accounts receivable in respect of provincial subs@dii_es
payable by the JM/JV to Joshco. Joshco has alse accounted for itg 55% share of the loss from the joint venture in its
consolidated financial statements amounting to R59,811 (2010: R

SPECIAL RESOLUTIONS

1 CEO ‘
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JOHANNESBURG SOCIAL MOUSING COMPANY $OC Lid
(Registration number 2003/008063/07)
Consolidated Annual Financial Staternents for the vaar ended 20 June 201 |

Directors' Repori

17, CONTINGENCGIES

VA Receivable

During the financial year ended 30 June 2011, the City of Johannesburg cornmissioned Deloitte & Touché to conduct
a VAT review on all Municipal owned entities. The review was conducted for the financial years ended 30 Jung _2007
through to the year ended 30 June 2011, The resuits of the review show that Joshca is in a VAT refundable posnt}on of
R4,657,627.67, mainly as a result of VAT paid on operating subsidies. This amount has not been reflected in the

financial statements as Joshco is currently engaging with SARS for approval. The amount receivable will only be
accounted for once approval is obtained from SARS.

VAT Payable

SARS rejected input VAT on the August 2009, October 2009 and December 2009 VAT returns on the basis of purden
of proof, resulting in a potential VAT payable to SARS of R2,370,341.64. This means that Joshco has to.subrmt .proof
in the form of VAT workings for the periods in question. This matier came to Joshco’s attention while Deloitte &
Touché was still conducting the VAT review. As a result Joshco will take up this matter concurrently with the resulis of

the VAT review noted above. Should the VAT refundable of R4,657,627.67 be approved by SARS, then Joshco would
not have any VAT obligations.

Johannesburg Social Hou ing Comb?ﬁ??

Date: f

----------------

Joshco
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JOHANNESBURG SOCIAL HOUSING COMPANY 50T Lid
(Registration number 2003/G08083/07)
Consolidated Annual Financial Statemnents for the year ended 30 June 2011

Company Secretary’ s Ceriification

Declaration by ihe company sscretary in respect of Section 83{2)(e) of the Companies Act, 2003

In terms of section 88(2)(e) of the Companies Act, of 2008 (as amended) and the Municipal Finance Management Act,
Act 56 of 2003, | cerify that, io the hest of my knowledge and bealive, the company has lodged and/or filled, for the

financial year enced 30 June 2011, all such returns and notices as required and that all such returns and notices are true,
correct and up to date.

{(Ms M Hlaba - Resigned 22 March 2011) and
{(Ms Celiwe Mkosi - Appointed effective 03
October 2011)

Company Secretary

02 December 2011

Johannesburg Sc7‘al Housjng Company

Date:..._.... g 4 Z/ /f

Signature;

............ e




JOHANNESBURG SOCIAL HOUSING COMPANY 30C Lid
{Registration number 2003/008083/07)
Consolidated Annual Financial Staternents for the year ended 30 June 2011

Statement of Financial Position

Figures in Rand Mote(s) 2011 2010
ASSBETS
Current Assets
Inventories 2 226095 81179
Loans to group companies 3 - 692 969
Loans to parent municipality 4 24 845 715 38 479 438
Current tax receivable 32 244 541 -
Operating lease asset 5 - 414
Trade and other receivables 8 64 532 167 64 329 329
VAT receivable - 384 691
Cash and cash equivalents 7 7 890 573 1119
97 539 0N 104 069 139
Non-Current Assets
Property, plant and equipment 8 3 109 486 3371566
Intangible assets 9 307 126 308 142
Investment in joint venture 10 31 423 094 30 961 547
Deferred tax 12 4 084 755 3 168 046
38 924 461 37 809 301
Total Assets 136 463 552 141 878 440
LIABILITI