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GLOSSARY OF TERMS

ABEDP Area Based Economic Development Plan
AG Auditor General

BEE Black Economic Empowerment

CAPEX Capital Expenditure

CEO Chief Executive Officer

CFO Chief Financial Officer

coJ City of Johannesburg

EPWP Extended Public Works Programme
EXCO Executive Committee

GAAP Generally Accepted Accounting Practices
GDS Growth and Development Strategy

GRAP Generally Recognised Accounting Practices
HACCP Hazard Analysis and Critical Control Points
IACP Internal Audit Coverage Plan

IDP Integrated Development Plan

IPM Institute of People Management

JFPM Johannesburg Fresh Produce Market

JM Joburg Market

JMTF Joburg Market Tenants Forum

JRAS Joburg Risk and Audit Services

MANCO Management Committee

ME Municipal Entity

MFMA Municipal Finance Management Act

MMC Member of the Mayoral Committee

MOF Market of the Future

MSA Municipal Systems Act

NEEA National Energy Efficiency Agency

NGO Non-Governmental Organisation

NVC New Venture Capital

OHASA Occupational Health and Safety Act
OPCAR Operation Clean Audit Report

OPEX Operational Expenditure

PMA Produce Marketing Association of America
PPECB Perishable Produce Export Control Board
SEZ Soweto Empowerment Zone

SETA Sector Education Training Authority

SHU Shareholder Unit

SADC Southern African Development Community
WUWM World Union of Wholesale Markets




1. PROFILE

1.1 Scope of Report

The Annual Report covers the company's governance, financial, social responsibility, and
environmental, broader economic and overall sustainability performance for the period 1 July 2011 to
30 June 2012. The report also covers the future plans and value generating strategies that the
company intends to embark on in the next few years.

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

1.2 Company Profile

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

The company is a municipal entity and is 100% owned by the CoJ. The Market is a commission based
business where producers deliver their produce to market agents whom in turn then sell the produce
to buyers. The market's primary income is earned through a 5% ad valorum rate levied on fresh
produce traded at the market.

The company recorded an annual turnover of approximately R4.183 billion and had a staff
complement of 287 employees as at end of the financial year, 2011/12. in an international context, the
company is the biggest fresh produce market in the world in terms of volume of fresh fruit and fresh
vegetables traded. The company is used as a price barometer for fresh produce in South Africa as it
commands nearly 40% of the national market share in both volume and turnover and trades twice the

volume of fresh produce of the second biggest market, namely the Tshwane Market.

The Market Agents and tenants at the Market employ more than 6 000 employees in total. There are
approximately 5 000 active farmers on the Market's database and approximately 11 000 buyers visit
the Market on a daily basis. Customers who buy fresh produce at the Market come from all over South
Africa as well as SADC member countries, amongst others Botswana, Zambia, Namibia, Mozambique
other countries.



The diagrams below provide a summary of the linkages between the various stakeholders in the fresh
produce value chain:
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Organogram*
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*Interim arrangements: Due to a number of executive management vacancies the entity introduced
measures to ensure suitable continuity in all functions. Temporary adjustments were conducted to
reporting lines for this purpose.

a) Office of the CEO

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

¢ Strategic support, performance management and strategic planning;
¢ International relations;
e [nternal audit; and
e Specific projects includes:
= Security services;
= Consignment control;
= Risk management and Insurance
*  Occupational Health and Safety; and

» Targeted groups and Foodbank

Strategic support mainly focuses on commercial risks and mitigation. Commercial risk management
includes the monitoring of the alternative market ventures and activities by stakeholders to circumvent
the company. Major interventions include the redesign of Market Bylaws and the introduction of a new
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licensing system for Market Agents and their sales forces. Strategic planning includes the
development of annual and multi-year business plans. The function is also responsible for longer term
strategic planning and trend analysis based on developments in many spheres of the fresh produce
industry. It provides input to the organization at regular strategic sessions. Business performance is a
conscious and well-structured activity of the entity.

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

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

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

The internal audit function and the Risk management functions also submits reports to the Audit and
Risk Committee. As part of its on-going campaign to ensure compliance, regular audits are conducted
and reviews undertaken to support the company in its quest to adhere to legislative compliance. The
function also supports the effort to comply with the principles of the King Codes on Good Corporate
Governance. A fraud hot line is in place and an audit plan to evaluate the unique operations of the
company was introduced.

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

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

The risk management function is performed strictly in accordance with the policies of the COJ and the
corporate risk function of the shareholder.



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

b) Operations
The functions performed by this department include the following:

¢ Commission business — regulation of trading;
¢ Cold storage and ripening;
e Maintenance of infrastructure; and

e Quality assurance.

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

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

In terms of the by-laws and policy directives utilised to manage the market, income is also derived

from fees and fines such as floor storage charges if produce remains unsold for an extended period.

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

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

e Human resources;
o Weliness centre;
¢ Information technology — SPS trading system; and

¢ Company secretarial services.

Training and coaching employees in the fresh produce trading environment remains a challenge. It still
remains difficult to replace staff as skills in the industry are scarce and as a consequence the division
has embarked on a skills development plan. The latter includes the roll out of a purpose designed
trading academy. This function also performs the remuneration of staff and maintenance of human
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resources records. It is further tasked with the function of labour relations and employee performance
assessment administration.

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

monies, as well as managing the financial accounting requirements of the company.

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

d) Financial Services
The following portfolio of services is rendered by the above function:

¢ Financial management;

e Supply chain management;

e Property services;

e Asset control and insurance; and

e Cashiering services.

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

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

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

The department performs the following functions:
o Key account management;

o Stakeholder relations;

e Customer care;

e Marketing research;

¢ Promotions; and

e Corporate social investment.

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

The department also plays a vital role in the Corporate Social Investment program. Marketing and
Communication activities include participation in exhibitions, media projects and Industry related
conferences and seminars.

The department also conduct regular marketing research to measure service delivery performance of

the company and to stakeholders housed in the Market premises as well as those outside the market
site.

1.3 Vision, Mission and Values
Strategic Intent

The Blue Print towards Market of the Future represents the JM strategic intent and forms its
overarching strategy for the company.

JM is a unique entity with a strong sense of direction and subscribes fully to GDS 2040, the long term
Growth and Development Strategy of the City of Johannesburg. In this process the JM regularly
revisits its objectives and strengthen its key aspiration to achieve the Market of the Future.

In the latter regard the choice of strategy is remaining to do what the entity do best and to develop on
its strengths refining World Class Market services which it proudly deliver from our base in
Johannesburg on African soil.

JM's strengths are underpinned by more than a century of growth and development and will continue
to build industry and community partnerships locally and across the globe.

The strategic intent of JM represents the mission of being world class and a driver of transformation.

Every element of the Market of the Future embodies the company aspiration to ensure an effective
and leading Fresh Produce Market system. In this its policies, procedures and processes will be the
collective result of sound planning and consultation.

The JM will in creating its facilities and services employ its dedication to innovation, food quality and
safety, human capital development and being customer centric.
11



Organisational integration forms part of the Market of the Future strategy and will deliver safe efficient,
clean and compliant Market services.

The MoF also aspire to enable full access for all, -and in particular those from previously
disadvantaged communities — to the services and opportunities the MoF seeks to unleash. The
company seek to unite the fresh produce industry and to take hands towards achieving dynamic and
meaningful transformation as encapsulated in the MoF concept.

Vision
To be the preferred world class African fresh produce Market.
Mission

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

Mandate

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

1.4 Strategic Objectives

The company’s strategic objectives are aligned to the IDP and GDS 2040 as encompassed in the
programme applicable to the current mayoral term which commenced on 1 July 2011. The company’s
strategic objectives are aligned to the IDP in the following areas and key achievements are indicated
in each case:

Financial Management Programme': The company limited credit risks by achieving its debtor days.
This was mainly achieved through enhanced contract management, the installation of supplementary
services meters and the establishment of focused client forums.

Area Based Economic Development Programme (ABEDP): JM has succeeded in the quest to
intervene in townships and underdeveloped areas. Projects and programmes were instituted in the
Vhembe Municipality which enables BEE producers to supply BEE Market Agents operating on the JM
and in turn would then be distributed to buyers operating in various townships. As part of the process,
the company has also reviewed its programme at the SEZ and commenced with the training and
development of young entrepreneurs to operate with structured support once the SEZ is fully rolled
out.

! This programme is primarily linked to the financial sustainability sector whiist other programmes are aligned
to the Economic Development Sector..
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BEE Support Programme: JM continues to facilitate the involvement of BEE entities throughout the
value chain. In pursuance of the BEE support program, JM engaged with both National and the
Provincial Department of Agriculture in sourcing supplementary support for BEE entrepreneurs. The
following achievements were recorded:

¢ The establishment of a new generation BEE Agency

¢ The establishment of a pack house linked to the above BEE Agency

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

Skills Development Programme: JM is focusing on skills relevant to its specialized operating
environment and as a consequence a suitable training academy was conceptualized following
intensive evaluations. The company's EPWP program enabled participation in the food packing
practices of its Food Bank and was able to exceed its target by also placing EPWP workers in
permanent employment with Food Bank (SA), a NGO who collaborates with the company to provide
produce to indigent communities. The EPWP training programme is accommodated under the Joburg
Market Academy as first phase.

Make and Buy Programme: JM the company has achieved the objectives of conceptualizing the

technical designs and the quality engineering process of the proposed MOF development.
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1.5 Leadership overview

Councillor Ruby Mathang

MMC: Economic Development

Member of the Mayoral Committee Review

The 2011/12 financial year was concluded against the backdrop of world-wide financial instability.

During the course of the year under review concerning tendencies in the Producers Price index (PPt) kept
the City and the entity alert to the potential impact on of some of the prices of fresh produce and food in
general. Droughts in the United States of America and portions of Russia underpinned the reason for the
alertness. The situation is stili being monitored and in terms of food security to the citizens of
Johannesburg the entity and other departments of the CoJ will continue to plan and prepare for any
eventuality.

The growth of JM business in both monetary and mass values underlines its importance in the City and in
regional context.

it is therefore important to ensure that the trading system of JM remains a trustworthy mechanism to ensure
accountability and balance in the determination of fresh produce prices. The continuous improvement in
width and depth in produce quality and quantities serves witness to the trust many producers have placed
on JM as trustworthy market facility.

Central marketing as practised by JM remains a popular and relevant methodology of trading and ensure
prompt financial returns to producers.

As transformation agent the entity will continue to deliver opportunities for the development of previously
disadvantaged individuals across the agricultural value chain. The latter includes intensified programmes to
enhance the growth of emerging producers business on the JM trading floor. Secondly the opportunity to
further develop trade between BEE entrepreneurs and large corporate institutions has created excitement
which is underpinned by the expertise and energy within the efforts of the JM market management team. In
this regard the Economic Development Department of CoJ will fully support the company in achieving its
watershed projects.

Councillor Ruby Mathang
MMC Economic Development
29 November 2012
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1.6 Chairperson’s Review

Ms Mpumi Mpofu
Chairperson (JM)

At the conclusion of the 2011/12 financial year the company reflects on year of successful trading and
subsequent higher than anticipated profits.

The good trading results and other excellent results are attributable to the tireless support of the
former Chairperson and his Board of Directors guiding a professional team of executives.

Mr Lennox Tshwete joined the JM Board during 2006 and ensured through his excellent input and

unique leadership skills synergies which enabled the quick recovery and continued growth of JM to
date.

To him and other Board members, | wish to acknowledge their contribution and would like to convey
the sincere gratitude of both the shareholder and the new Board Members.

In considering the trading results, it is clear that the efforts to grow the company are reaping results.
During the financial year under review a surplus of R36.9 million (after tax) was achieved. The latter
represents an improvement of R 5.4 million over the expected surplus level. As part of enhancing
surplus generation the entity was able to reduce its finance costs by 12.7%.

Of significance is the fact that the entity could grow both its rand per ton return rate as well as
increasing volume throughput of fresh produce. This phenomenon indicates real growth and sets a

most positive and solid foundation towards the implementation of the Market of the Future project
(MoF).

The company has in terms of its transformation programme being able to increase the share of both
emerging producers and emerging agents. Emerging agents have shown growth of 28.14% in
turnover but market share remains relatively stagnant and in this regard the Board and Executive will
undertake major interventions during the forthcoming 3 years to drive the transformation programme.

Emerging producers remain subjected to a series of constraints. Whilst this groups’ turnover on the
JM has improved from 3.11 % to 8.21 % and mass growth increased from -17.14% to 7.6 % it is clear
that ground-breaking work needs to be done to enhance the participation of this targeted group.

The Board and executives of the company remains cognisant of the challenges faced in terms of food
security. The entity with the support of key stake holders was able to grow the number of donations by
361%. A further quantum leap in food bank aid is however required to serve the indigent programmes
of the City and to be part and parcel of the effort to ensure that no citizen goes to bed hungry.

The entity is currently still managing a number of matters pertaining to litigation. The Board will

continue to assist the executive of the company to ensure suitable mitigation of legal and other
identified risks.
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The company is in the process of filling its executive positions. In abeyance of the filling process the
senior management team continues to ensure in diligent fashion the necessary levels of continuity in

all spheres of the operations of the entity. In this regard the Board would like to convey its sincere
gratitude towards the executives and all staff members.

M)l

Ms Mpumi |leofu
Chairperson
29 November 2012
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1.7 Board of Directors — Outgoing members

Mr Lennox Tshwete (49) MSc (Leeds); Exec MBA (UCT)

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

— Chairperson and Non- Aloecap Technologies

Executive Director

Amdocs South Africa Joint Enterprise

Eratis Technologies
Global Bits Thuta

SKILLS, EXPERTISE AND EXPERIENCE

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

Mr Sello Tsoku (deceased)

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS
— Non-Executive Director
— Chairperson: Audit

Committee

Chartered Accountant (CA) (SA)
Bcompt Hons
B.Com

Ms Matsotso Vuso (38)

OTHER DIRECTORSHIPS
JM BOARD OF DIRECTORS

— Corprenewal
— Non-Executive Director — Nyamezela Group Companies
— Audit and Risk Committee | — Tribal Zone

-~ Cargo Carriers
— Goza Moores Rowland Empowerment Brokers
— Protech Khuthele Holdings
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SKILLS, EXPERTISE AND EXPERIENCE
She has extensive DFI experience gained through her association with the IDC and was involved in
the evaluation of investment proposals for the tourism industry. She also fulfills the role as an

Executive Director of Nyamezela Group Companies which is a multi-disciplinary company.

. . . | PhD (Agricultural Economics)
Dr Simphiwe Nggangweni

(38) Masters Degree (Agricultural Economics)

Bachelors Degree (Agricultural Economics)

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

— Non-Executive Director
— Remuneration Committee

— Service Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is currently Director: Agro-processing Support at the Department of Agriculture, Forestry and
Fisheries. Prior to joining the Department of Agriculture, Forestry and Fisheries, he was a Senior
Researcher at the National Agricultural Marketing Council where he led amongst other things, a
program linking farmers to markets.

BSc (Agricultural Economics)
Mr Matome Morokolo (46)

BSc (Agricultural Economics Honours)

MSc (Agricultural Economics)

JM BOARD OF DIRECTOR OTHER DIRECTORSHIPS

— Non-Executive Director
— Chairperson: Service

Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is the Director: Marketing in the national Department of Agriculture, Forestry and Fisheries and
provides strategic leadership in the design, implementation and monitoring of programs and projects
aimed at ensuring market access for agriculture, forestry and fisheries products in both the domestic
and international markets. He has vast experience on different aspects of the agro-industry ranging
from marketing, trade, value chain analysis, fresh produce industry, finance and overall industry
development issues.
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Mr Bethuel Netshiswinzhe
(44)

BA (Social Work)

Bachelor of Social Sciences (Honours)

Masters Degree in Social Science (Social Policy, Planning and

Administration)
Currently busy with MBA (3™ Year)

JM BOARD OF DIRECTORS

— Non-Executive Director

— Remuneration Committee

OTHER DIRECTORSHIP

None

SKILLS, EXPERTISE AND EXPERIENCE

He is a Divisional Executive at the Development Bank of Southern Africa where he is responsible for

leading and managing the public sector investment operations of the Development Bank of Southern

Africa in Gauteng, North West and Limpopo Provinces. He has a range of skills relating to

operational management, human resources management, strategic planning, strategic marketing,

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

risk management. He is a development planning practitioner with strong background in development

finance within public sector and specifically local government.

Dr Moraka Makhura (47)
(Retired 17 March 2011)

PhD (Agricultural Economics)

MSc (Agricultural Economics, Economics and Applied
Statistics)

BCom Hons (Farm Business Management and Organizational
Development and Behavior)

BSc(Agricultural Economics, Economics, and Business
Economics)

Post Graduate Diploma in Municipal Governance

Certificate in French

JM BOARD OF DIRECTORS

— Non-Executive Director

— Service Delivery Committee

OTHER DIRECTORSHIPS

-  None
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SKILLS, EXPERTISE AND EXPERIENCE

He is currently the head of Economic Research at the Land and Agricultural Development Bank of
South Africa where he provides leadership in economic research services. He has vast experience in
organizational development and behavior, economic and statistical analysis, food security analysis,
gender analysis, rural and economic development, local economic development, institutional
analysis, policy formulation and mediation and dispute resolution.

Mr Charles John Finlayson | Diploma in Information Technology
(31) Microsoft Certified Professional 2003
Microsoft Certified System Engineer NT 4.0

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

—~ Non-Executive Director — Ezliving Home Automation

- Remuneration Committee — Broadacres Extension 22 Homeowners Association

SKILLS, EXPERTISE AND EXPERIENCE

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

BCom;Hons B Compt;CA (SA)

CTA

Ms Nadira Singh (51) Certificate in Forensic Accounting and Fraud
Examination (cum laude)

CCSA

CGAP

JM BOARD OF DIRECTOR OTHER DIRECTORSHIPS

— Non-Executive Director — Singh Pather Incorporated

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

— Remuneration Committee

SKILLS, EXPERTISE AND EXPERIENCE
She is a consultant in the field of corporate governance, risk, assurance and forensics in both the

public and private sector and has served on various Audit Committee’s such as the Department of

20




Provincial and Local Government, Johannesburg Tourism Company, Compensation Commission, the
State Theatre and is currently the Chairperson to the Metro Trading Company Audit Committee, as
well as a specialist member of the Services Appeal Board of Gauteng Provincial Government. She
has held several senior executive positions in the finance field, has been a partner at an international
audit firm and is the founding member of the audit firm Singh Pather Incorporated.

B.A (Wits) L.L.B (RAU)

Certificate Manchester Business School:
Ms Rosalie Manning (49)

Senior Leadership Certificate:

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

— Non-Executive Director — Bophelo Benefit Services (Pty) Ltd
— Chairperson: Remuneration | — Mvunonala Holdings (Pty) Ltd
Committee (Up to 17 March | — SJSM Energies (Pty) Ltd
2011) - Work@ ItC.C

— National Bargaining Council for the Road Freight and Logistics
Industry — Exemptions Body

— Anglican Church of Southern Africa — Finance Board

SKILLS, EXPERTISE AND EXPERIENCE

She is a consultant in the field of organizational strategy and development with specific emphasis on
Human Development. She has served on the Boards of Johannesburg Water, Umgeni Water where
she was the Chairperson and member of Remuneration Committee respectively. She also served on
the boards of All Joy Foods, Africa Heritage Trust and Africa Heritage Investment (Pty) Ltd, where
she served as Chair of Audit, chair of the Board and non-executive director respectively.

She served as an independent member for SAMSA's Remuneration Committee. She is the founder

and managing member of Work @ It C.C. She currently chairs the Remuneration Committee.

B.A Social Work (University of North)

Diploma in Social Development & Adult Education — Co-operatives
Stream (Coady International Institute, St FX University — Canada)
Certificate in the promotion of Small Medium & Micro Enterprise
(Cranfield School of Management- Bedford, UK)

Certificate in Labour Relations (Atlantic School of Labour —

Mr Griffith Zabala (59)
(Joined 17 March 2011)

Canadian Labour Congress)

Certificates in How to Diagnose & Manage Organisational Culture,
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Organisational Development & Strategic Management, Human
Interaction — National Training Laboratories — USA)

Organisational Governance & Board Management — Centre for
Non-Surplus Boards now Board source — USA

Mass Based Community Organisation (Industrial Areas Foundation
- USA)

Masters of Management in the Human Resources Area (Wits
Business School)

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

— Non-Executive Director — Intselele Investments,

— Chairperson: Remuneration —~ Shanduka Adopt- A — School Foundation,
Committee (From 17 March — Institute for Community Management Services CC.
2011) - Johannesburg Performance Audit Committee,

—  Mbewu Investments Company(Dormant),
— Kgoro Ya Gauta (PTY) Ltd.

SKILLS, EXPERTISE AND EXPERIENCE

Griffith has experience in the community development, non-governmental, local government and
public sector. He has skills and expertise in strategic and general management, human resources
management, labour relations, organizational development and training, board leadership,

management and ftraining, facilitation, monitoring and evaluation, report writing, community

organizing and development, counseling and consulting and fund raising.

1.8 Board of Directors — New members

Honours Degree in Urban and Regional Planning - Coventry
University, United Kingdom

Post Graduate Degree in Town Planning - Coventry University,
United Kingdom

Certificate in Local Government Management and Board

Fellow of the South African Advanced Education Programme -
Oxford University, United Kingdom

Mpumi Mpofu

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS

— Chairperson and Non- - National Housing Board representing NGOs and Consumer
Executive Director Protection

- Gauteng Development Tribunal, South African Housing Trust
Chairperson

- National Housing Finance Corporation

- National Home Builders Registration Council
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- Mvelaphanda Group — Board Member and Chairperson of
Remuneration Committee

- Chairman of the United Nations International Civil Aviation
Organization ( ICAO) Group on International Civil Aviation on
Climate Change

SKILLS, EXPERTISE AND EXPERIENCE

Nompumelelo ZamaZwide Mpofu has over twenty years experience in areas including housing,
transport and infrastructure development both in the United Kingdom and South Africa. She was
Head of Housing in the Gauteng Province in 1995 where she served for two years and as the
National Director General for Housing in 1997 for eight years. From 2005 as National Director
General of Transport for five years. She was responsible for ensuring the implementation of the
extensive infrastructure public investment programmes, including the Gauteng Freeway Improvement
Scheme, "e-Toll", Rail - including Gautrain, Aviation and Airports redevelopments including the new
King Shaka Airport and upgrading of most RSA Airports. Public Transport, including Bus Rapid
Transit System - “Reavaya” for WC 2010 and the Freight, Logistics and Maritime sectors. From 2010
as the Secretary for Defense she was Accounting Officer and Director General for the Department of
Defence which includes the South African National Defence Force. She resigned from this position in
October 2011.

She is now self-employed in the field of Property, Development and Governance Consuiting and is
the Specialist Advisor (part time) to the Minister of Cooperative Governance and Traditional Affairs
on Local Government matters.

During the 1980s she was an exiled member of the ANC and a former Umkhonto we Sizwe operative
who was arrested by the apartheid regime.

On her return she was employed as a Project Manager for the Alexandra Urban Renewal Project
whilst employed at Planact, a development NGO, where she also advised SANCO, COSATU and the
ANC on Housing Policy. Since 1994 she continues to serve the ANC particularly in Policy
development as member of various NEC extended subcommittees, NGCs, Policy and Elective
Conferences and active Branch member.

Masters Degree in Nutrition — North West University
Ethel Zulu-Mokwele

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS
Non-Executive Director
Social Ethics Committee - Nkogiso Nutrition and HIV/Aids Organisation
Human Resources Committee | - Women with purpose

Service Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

Ethel is the Founder and CEO of Hope Nutritional Business Consultants. Her main responsibilities
include business, strategic partnership and Organisational Development.

She is a Nutritionist by profession with over 10 years experience in nutrition, food security and
HIV/Aids development. She has extensive experience of working with government at all levels as
well as international agencies.
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She is currently pursuing her Doctorate Degree in Nutrition at Vaal University of Technology. She has
received training in such countries as Britain, Japan, United States of America and Indonesia.

Ethel is a fellow member of African Leadership Institute and the Aspen International Leadership
programme. She is also a member of the Nutrition Society of South Africa.

PhD - Politcal Economy
Dr. Patrick Maesela MSc (Hons) — International Relations

BSc (Hons) — Political Science

OTHER DIRECTORSHIPS

Zonkizizwe Interactive Financial Services

JM BOARD OF DIRECTORS

Non-Executive Director

Matla Security Services

Emerald Foundation

Phoenix Military Veterans Association

SKILLS, EXPERTISE AND EXPERIENCE

Dr Maesela started schooling at an early age under trying conditions, but persevered to reach higher
education. He studied even harder to become a Clinical Pathologist, a rare privilege and not a right at
the time.

Dr Maesela became a revolutionary and joined the people’s army, uMkhonto we Sizwe, and became
one of its Commanders that prosecuted the war of liberation.

He was deployed to do further studies abroad where he obtained a PhD in Political Economy.

Between 2003 and 2005, Dr Maesela was deployed to the provincial governments of Mpumalanga
and Limpopo, respectively to help improve governance, performance and service delivery.

Currently, he serves at the Walter Sisulu Leadership Academy where he exercises his other passion
of imparting knowiedge to future transformers on social relations.

BA, BA (Hons) (Geography)

MA Town Planning, Senior Executive Programme (Harvard

Mr. Silas Mbedzi

Business School)

JM BOARD OF DIRECTORS | OTHER DIRECTORSHIPS
Non-Executive Director
- The Mvula Trust NGO

- The Windybrow Freamarket

- Remuneration Committee
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- Human Resource - Makone Trading of Projects

committee

- Audit and Risk Committee

SKILLS, EXPERTISE AND EXPERIENCE

Mr Mbedzi is a Town and Regional Planner who qualified from the University of Cape Town in the
80’s. Mr Mbedzi has over 23 years experience of working for both the Public Sector at National,
Provincial and Local Government Levels.

He also worked for Parastatals such as the Development Bank of Southern Africa; the Private Sector
notably PriceWaterHouseCoopers; NGO's (Mvula Trust as the designated Deputy Chairperson of the
Board) and the World Bank in Washington DC as a Programme Manager for Urban Infrastructure
Projects in the Southern Africa Division.

He is a turnaround specialist and of late, he has been focussing on transformation and change
management for better organizational efficiencies.

He is also a Harvard Fellow having obtained a Senior Development Programme with them which is a
mini —-MBA.

Mr. Terry Tselane BA — Arts
BA (Hons) — Industrial Sociology

JM BOARD OF DIRECTOR OTHER DIRECTORSHIPS
Non-Executive Director - |EC Commissioner

, , - Vice Chairperson of the Electoral Commission of South Africa
- Service Delivery

Committee

- Social and Ethics
Committee

SKILLS, EXPERTISE AND EXPERIENCE
Terry spent the first years of his professional career in education, and soon went on to work with the

Consultative Business Movement created by business to assist South African businesses with their
own transformation.

His leadership skills were recognised during the struggle years as a student activist where he served
in various committees such as president of the Black Students Society at the University of the
Witwatersrand, Vice-President of the Executive Committee of the Convocation and later as a member
of the Council of the University of the Witwatersrand.

With the establishment of the Electoral Commission (IEC) in 1997, he was appointed Provincial
Electoral Officer for Gauteng. As head of the IEC Office in Gauteng he was instrumental in the
registration of 4.8 million voters.
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Terry was the Chief Executive Officer of the Gauteng Tourism from 2002 to 2006. Whilst at Gauteng
Tourism Authority, he managed to transform Gauteng into a worid class tourism destination
surpassing all destinations in South Africa with tourism arrivals.

He was appointed the Chief Executive Officer of the Gauteng Film Commission in 2006 where he
established the Film Commission, which became one of the most well respected Film Commissions in
the world.

He is currently completing a Masters of Education with the University of Witwatersrand.
Terry served as a Commissioner since 2004 and was reappointed in 2011 for another term of 7

years. He is currently occupying the position of vice-chairperson of the Electoral Commission of
South Africa

BSc (Agricultural Economics)
Mr Matome Morokolo (46)

BSc (Agricultural Economics Honours)

MSc (Agricultural Economics)

JM BOARD OF DIRECTOR OTHER DIRECTORSHIPS

— Non-Executive Director

— Chairperson: Service

Delivery Committee

SKILLS, EXPERTISE AND EXPERIENCE

He is the Director: Marketing in the National Department of Agriculture, Forestry and Fisheries and
provides strategic leadership in the design, implementation and monitoring of programs and projects
aimed at ensuring market access for agriculture, forestry and fisheries products in both the domestic
and international markets. He has vast experience on different aspects of the agro-industry ranging
from marketing, trade, value chain analysis, fresh produce industry, finance and overall industry
development issues.
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1.9 Chief Executive Officer's Review

REUBEN DENGE

Age: 58

MA — Development Studies
MAP

Acting Chief Executive Officer

R
|
|
L

A

During the year under review the trading of fresh produce was characterised by substantial price
fluctuations in a number of commodity lines.

During the last two quarters the prices of staples dropped to price levels favouring consumers. The
price of potatoes for example dropped to as little as R 2.20 per kilogram.

At the same time unfortunately the prices of fruit increased and can be attributed to incidents like
natural disasters in the Western Cape where a substantial portion of the apple harvest was damaged
by hail.

The latter and other incidents contributed towards an average price increase of 9.5 % bringing the
relative price per ton to R3,312.00. Commission income from sales thus increased by 10.7% over the

previous year.

Being mindful of the quest to be compliant in the food industry the entity increased spending on

repairs and maintenance to R 7.9M. This represents an increase of R 1.6M over the previous year.

The company was also able to increase its net cash flows. A net in flow of R 12.3M and a favourable

cash balance of R 68.5M underpins the prudence with which the company is being managed.

The company is heading towards the implementation of the Market of the Future. In this regard the
assistance of National Treasury was obtained in ensuring the selection of an appropriate financing
model.

In addition to preparing for the construction of the MoF the entity is also preparing its computer
systems and other support elements to ensure suitable transitional arrangements towards the
implementation of this major intervention.

The entity holds its various stakeholders in high regard and will therefore continue to communicate the
services of the MoF to all its clients.

The quest for purpose design training and skill development trigger the launch of the second phase of
the JM academy which will receive special attention to ensure timeous roil out of its programmes in
support of the MoF.
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The executive team will through a number of focused interventions align the MoF development with its
transformation objectives.

The entity would like to extend its sincere gratitude towards City Power, the Shareholder Unit and the

Department of Economic Development for the continuous support it enjoyed during the past year in
delivering on its programmes and projects.

The JM experienced the departure of a number of staff members during the period under review.

Dedicated managers and staff ensured the continued operations of the JM and contributed towards
the successful trading results recorded by the company.

P

N\

_Reuben Denge

;’-\c\:ting Chief Executive Officer
29 November 2012

1.9.1. Profile of Acting Chief Executive Officer

Reuben is the acting Chief Executive Officer of Joburg Market. Until recently, he was the Executive
Director of the City of Johannesburg's Corporate and Shared Services Department, the post he held

since 2001. Reuben has been seconded to manage the business of the Joburg Market until such time
as a permanent Chief Executive is appointed.

Reuben has been part of the City of Johannesburg for a period spanning a decade and brings with

him a wealth of knowledge relating to corporate governance and a comprehensive understanding of
running a corporate entity like the Joburg Market.

As Head of the Department responsible for .a workforce of approximately 27 000 people, of which
close to 13 000 are core municipal staff, Reuben'’s leadership style, insight and expertise came to the
fore in managing to maintain Labour peace and stability within the City and its Municipal Owned

Entities (MOEs) over the past 10 years, including ensuring sound financial management and fiscal
discipline within the Department.

Amongst other things, he also assisted in drastically improving Human Resources and Labour

Relations practices within the City and putting together appropriate Systems and directed
implementation.

His clear ability to analyse Human Relations and his comprehensive understanding of Local

Government contributed greatly towards sound relations with employees and unions in the City of
Joburg over many years.

Reuben's high energy drive and strong organisational and administrative skills contributed towards the
success of iGoli 2000 City Corporate Redesign, a unique model for which the CoJ is renowned.

An avid believer in sharing knowledge for the greater benefit of the community, Reuben is frequently
asked to speak at various institutions of higher learning. He also does part time lecturing at reputable

institutions such as Wits Business School, Regenesys Business School and University of Pretoria
focusing on Labour Relations and Human Resources Management.

Reuben has distinguished himself in assisting others to deal with ambiguities. His special care and
consideration for the disabled and the less privileged is well embedded in numerous interventions he
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initiated across his career to date. These includes the development of access points for people with
disabilities, including ramps and special lifts, as well as the upgrading of public conveniences, with
special focus on the inner city due to its large economy which attracts larger population.

He is also known for his ability to build positive and mutual relationships and participates in Boards of
Institutions that have a social impact. As a co-founder of the Ditikeni Investment Company Limited,
Reuben has displayed his passion for the marginalized in a most committed fashion through
supporting 24 NGO's whom in turn serve five (5) million of South Africa’'s most marginalized. He
currently serves in the Board of Trustees of Ditikeni.

Reuben is also known to be an implementer, and this trait has been recognised by the business
fraternity, including LA Health Medical Scheme, where he currently serves as a Trustee.

Reuben strongly supports a philosophy of "pro-activity, synergy and change". He also believes that
organisations should not become stagnant entities that oppose change.

His strong implementation skills and talent for improving and executing complex projects will assist in
the implementation of the Joburg Market's "Market of the Future" (MoF) redevelopment plan aimed to
establish a more sophisticated fresh produce trading facility.

Being a transformation expert with proven track record and a team builder with clear ability to bring
parties together, it is expected that Reuben will perform the vital role of facilitator and network builder
as well as harnessing the power of the collective to ensure greater cohesion amongst stakeholders for
the successful delivery of the MoF project.

Being a result driven achiever and a high-performance team member, he has since his arrival
tirelessly displayed his ability to build a shared sense of urgency in achieving company goals.

His vision, insight and experience in managing workplace diversity gives him the edge in ensuring
broader BEE participation by previously disadvantaged individuals across the Fresh Produce
distribution chain.

Reuben holds an MA in development studies and various other academic qualifications in related
fields
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1.10 Chief Financial Officer's Review

Ms Benvinda Rocha
Acting Chief Financial Officer

The company recorded a surplus before tax of R53.3 million (2011: R47.2 million) and a surplus after
tax of R36.9 million (2011: R31.5 million) was recorded for the financial year ended 30 June 2012.
This is an increase in surplus before tax of R6.1 million and surplus after tax of R5.4 million. Revenue
for the financial year of R252.1 million (2011: R227.7 million) increased by 10.7% over the previous
year. Other income for the year of R11.5 million (2011; R6.3 million) increased by 82.5% over the
previous financial year. Included in other income is the EPWP grant of R5.8 million. Operating
expenditure for the financial year of R195.7 million (2011: R169.9 million) increased by 15.2% over the
previous financial year.

The finance costs for the financial year of R19.2 million (2011: R22.0 million) decreased by 12.7%
over the previous year. The decrease is due mainly as a resulit of a decline in interest payable on the
original shareholder loan and conduit loan that was fully paid by 30 June 2011. Also, inciuded in
finance costs is an amount R0.2 million relating to fair value adjustments of income and expenditure
items in terms of circular 9.

The company’s effective tax rate of 30.9% (2011: 33.26%) is higher than the current tax rate of 28%
mainly due to disallowable charges relating to depreciation on buildings which is added back for tax
purposes as this is not allowed as a tax deduction in terms of the income Tax Act.

1.10.1 Revenue

Strong volume growth was recorded for the current financial year. Turnover for the year of R4.183
billion was recorded compared to the budget of R3.922 billion and the actual for the previous year of
R3.789 billion. This is a growth of 6.6% on budget and 10.4% on previous year. The increase to prior
year is mainly due to an increase in price per ton. When compared to the previous year the price of
produce per ton has increased by 9.5%.

Volumes for the year have increased by 0.8% when compared to the previous year. Total tonnage

recorded for the year amounted to 1 153 427 tons compared to 1 143 905 tons for the previous year.
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The average price per ton for the year increased by 9.5% from R3,312/ton in the previous year to
R3,627/ton in the current financial year.

The total revenue generated from commission business and other income increased by 10.7% when
compared to the previous years and by 6.0% when compared to the budget. Total revenue from
commission and other income for the year amounts to R252.1 million compared to the budget of
R237.8 million and R227.7 million for the previous year. Almost 79.4% of revenue is generated from
commission, 12.8% from rental income and recoveries, 2.7% from cold storage facilities and banana
ripening activities, and the balance of 5.1% from other related sources.

As a result of the high turnover for the year commission income increased by 10.4% when compared
to last year from R189.5 million to R209.2 million for the financial year. Rental income, water and
electricity recoveries have increased by 18.3% from R28.4 million the previous year to R33.6 million in
the current year. The increase is as a result of an annual price escalation in rental leases and
additional recoveries from water and electricity due to better management.

1.10.2 Results of Operations

Operating expenditure for the year increased by 15.2% over the previous year from R169.3 million to

R195.9 million. This percentage increase was as a result of:

o Employee related costs increased by 7.8% during the year; salary increases for the year were
6.08%. Employee related costs for the year totalled R83.3 million compared to R77.3 million for the
previous financial year. Included in employee related costs are EPWP costs of R6.3 million.

o Impairment loss of R6.2 million due to the impairment of the generator purchased in 2008.

¢ Repairs and maintenance costs for the year increased by R1.6 million from R6.3 million in the
previous year to R7.9 million in the current financial year. This is as a result of the backlog in
maintenance related issues. Preventative maintenance tenders are in place for the 2013 financial
year to ensure that the entity minimizes unforeseen expenditure.

o General expenses increased by 17.6% from R70.0 million in the previous financial year to R82.3
million in the current financial year. The increase of electricity tariff of 33% coupled with the
increase in demand resulted in R10.9 million increase from prior year. Security costs increased by
R5.7 million due to the electronic surveillance system.

The costs of all other expenses were kept in line with budget during the year as a result of strict cost

controls and monthly monitoring of expenditure during the year. Included in operating expenditure is
depreciation charge for the year of R13.8 million (2011: R13.0 million).

31



1.10.3 Cash Flow

Cash generated from operating activities for the year amounted to R56.0 million compared to R63.7
million in the previous financial year. The decrease is as a result of the increase in supplier payments,
employee costs and taxation.

Cash flows from investing activities improved from an out flow of R18.3 million to an outflow of R13.0
million. Capital expenditure for the year amounted to R13.0 million mostly being spent on property,
plant and machinery and R01 million on intangible assets. The proceeds generated from the sale of
assets were R0.3 million.

Net cash flows from financing activities increased from a net outflow of R45.4 million to an inflow of
R12.3 million. The net movement on shareholders loans for the year amounted to R13.7 million. The

company ended the financial year with a favourable bank and cash balance of R68.5 million.

1.10.4 Balance Sheet

Non-current assets have decreased by R5.4 million during the financial year from R288.1 million to
R282.7 million.

The decrease is as a result of net additions to property, plant and equipment and intangibles of R13.3
million less depreciation charges for the year of R13.8 million, less the impairment of plant and
equipment of R6.2 million. The additions comprise mainly of improvements to buildings. The additions
for the financial year are broken up in the following categories:

e Improvements to buildings R11.3 million
¢ Plant and Equipment R0.4 million
e Furniture and fittings R0.3 million
e Computer equipment R1.2 million
¢ Office equipment R0.02 million
e Software RO0.1 million
¢ Finance Lease assets R Nil

The deferred tax asset balance for the financial year has increased by R1.5 million for the financial
year from R3.6 million to R5.1 million. The increase is as a result of reversal in timing differences for
the financial year.
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Current assets increased by R33.1 million for the year from R93.1 million to R126.2 million. This
increase is due as a result of:

Decrease in loans to shareholders by R25.7 million. Included in these loans are capital expenditure
claims of R9.0 million due from the shareholder already paid for by the company as well as a
positive sweeping account of R20.2 million.

Increase in trade debtors by R3.6 million. The net debtor's days outstanding has increased to 38.0
days compared to 34.07 days from the prior year.

Cash and cash equivalents have improved by R55.2 million.

Non-current liabilities decreased by R13.6 million for the financial year from R166.9 million to R153.2
million. The decrease is due to:

Decrease in loans from shareholders of R13.1 million. The decrease is due the increase in capital
expenditure funding for the financial year off set by the repayments of loans that were due in the
current financial year.

Decrease in finance lease obligations of R0.9 million during the financial year. The decrease is as a
result of finance lease repayments during the year. There were no additions of new equipment. The
leases related to vehicles, photo copiers, computers and gym equipment.

Increase in Retirement benefit obligations by R0.4 million during the financial year.

Current liabilities have increased by R4.4 million for the financial year from R106.3 million to R110.7
million. The increase is due to:

Increase in loans from shareholders of R1.2 million. The increase is as a result of converting prior
year's capital expenditure long term loan to short term loans payable in the next financial year.
Decrease in finance lease obligations by R0.4 million. This amount relates to finance lease
obligations payable in the next financial year.

Increase in trade and other payables by R9.9 million for the year. The major increase related to:

e Increase in Trade payables of R12.8 million due to:
o Two days of sales were recorded as a result of year end trading closing on Saturday
30 June 2011, which resulted in the Market Agents payables increasing by R7.8
million. Both Friday and Saturday sales were recorded as payable.
o The buyer's deposits also increased by R 3.4 million for the same reason above; two
trading days.
o Increase in VAT payable of R0.5 million.
e Trading sundry creditors decreased by R7.0 million due to a decline in purchase order
accruals at year end.

e Increase in related party creditors by R4.1 million due to delays in receiving invoices for
utilities
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¢ Increase in provisions for the year by R0.2 million. The provision relates to performance bonus.

e Decrease in the current tax payable by R6.4 million. This is the tax calculated as payable for the
2011 financial year.

The net liquidity of the company has improved significantly during the year by R28.8 million. At the end
of the previous financial year the net current liabilities of the company exceeded its current assets by
R13.3 million. For the current year the net current assets exceeds its current liabilities by R15.5
million, this is as a result of the management of working capital. Within current liabilities an amount of
R29.2 million relates to loan repayments due in the new financial year. Sufficient cash will be
generated monthly during the year to service and repay the amounts due.

Of concern is that the company remains highly geared with debt of 65% (2011: 72%) and equity of
35% (2011: 28%), however significant improvements have been evident over the last four financial
years. There remains a significant interest burden and pressure on cash flows in terms of repayments
of the loans. The company has improved its interest cover to 5.0 times; this has significantly improved
compared to last year's interest cover of 4.1 times. The ideal benchmark is a minimum interest cover
of at least two times earnings.

1.10.5 Capital Projects

The total approved capital budget for the year amounted to R18 million. Actual capital expenditure
incurred for the financial year ended 30 June 2012 amounted to R14.2 million. This is R3.8 million
below budget.

The major projects undertaken in the current financial year were:

¢ Road rehabilitation R2.9 million
e Market of the future R1.0 million
e |T Systems R1.9 million
* New entrance R1.1 million
e Banana ripening humidifiers R1.8 million
e Sewerage and drainage R1.2 million
o Sweating of the assets R1.0 million
¢ Plant and Equipment RO0.8 million
e Other Projects R2.5 million

Included below is the detail approved capital expenditure budget as well as actual expenditure
incurred during the year.
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Joburg Market CAPEX Spend as at 30 June 2012

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

Joburg Market JM CodJ JM
Project Original Revised Actual
Budget Budget Spend 2012
R'000 R'000 R'000

Budget 2010/11

Market of the Future 1,000 5,500 1,040
Road Rehabilitation 3,500 3,500 2,940
Upgrade Hall 1&2 to HACCP standards Foodbank 6,000 - 619
Provision for Bulk Services (Virgin Land) 2,000 1,800 1,023
Refurbish 5th Floor 500 500 -

New Entrance 200 1,000 1,088
Banana Ripening Humidifiers - 900 1,749
Computer Equipment 2,000 2,000 1,939
Furniture & Fittings 700 700 267
Land & Buildings 1,300 1,800 2,722
Motor Vehicles - - -

Office Equipment 800 - 91
Plant & Equipment - 300 816
Total 18,000 18,000 14,294
1.10.6 Four Year Statistical Review

Units 2012 2011 2010 2009

Key financial figures

Total assets Rm 408,891 381,168 350,181 352,121
Total equity Rm 144,879 107,981 76,478 48,139
Total equity and liabilities Rm 408,891 381,168 350,181 352,121
Bank balance Rm 68,468 13,222 13,170 23,126
Capital expenditure Rm 14,193 16,768 18,658 30,804
Revenue Rm 252,128 227,693 212,499 193,231
Employee costs Rm 83,275 77,329 70,628 59,101
Finance income Rm 4,659 5,188 4,161 3,640
Finance costs Rm -19,230 -21,996 -24,901 -27,136
Surplus before tax Rm 53,354 47,202 40,732 34,579
Income tax expense-current Rm 16,455 15,699 12,393 12,760
Income tax expense —deferred Rm -1,525 -544 -302 547
Surplus for the year Rm 36,898 31,503 28,339 21,818
Cash generated from operations Rm 56,919 57,279 60,333 85,640
Net cash from operating activities Rm 56,005 63,728 33,703 52,661
Net cash used in investing activities [Rm -13,034 -18,320 -14,396 -33,450
Net cash from/(used in} financing|Rm 12,275 -45,356 -29,263 -9,880
activities

Financial ratios

Liquidity % 115% 88% 1% 69%
Solvency % 65% 72% 78% 86%

Total operating expenditure/revenue 1% 78% 75% 74% 73%
Interest coverage Ratio 4.98 412 3.10 2.47
Equity 35% 28% 22% 14%
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1.11 Management Executives

JAN GIDEON MOCKE

Age: 54

BSc Engineering (Electronic), MBL
Chief Operations Officer

He was responsible for managing MOF project. Following the departure of Kgosientso Ramokgopa in
August 2010, Jan Mocke held the reigns of the Market until the arrival of Reuben Denge. His portfolio
includes planning, budgeting and project management of the MOF including overseeing the building of
warehouse facilities and new state-of-the-art technology to increase the quality of produce sold and
the service delivered to the stakeholders of the company.

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

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

BENVINDA ROCHA

Age: 43

BCom, SAICA (AGA)

Acting Chief Financial Officer

Acting Chief Financial Officer

Benvinda holds a B.Comm qualification and is a member of the South African Institute of Chartered
Accountants (SAICA).

Her entire career to date is being devoted to accounting. She has vast experience in financial
accounting and joined the Joburg Market in 2006 as a financial accountant. She brought a wealth of

experience in the accounting field to the company, having worked in both private and public sectors.

Currently, Benvinda is the acting Chief Financial Officer (CFO) and is responsible for the reporting,

budgeting, procurement, property and cashier divisions.

Her philosophy is to do things right the first time as this saved her a lot of time in her accounting
career.
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2. PERFORMANCE REVIEW

The Joburg Market being a municipal entity of the City of Johannesburg (“CoJ”) has aligned its
performance measurement approach with that of the CoJ's IDP and GDS strategic objectives.

All performance areas and indicators are regularly reviewed by JM management and quarterly reports
are submitted to the CoJ as required by the MFMA. The company has developed multiyear KPI
predictions and included same in the company scorecard.

21 Highlights and Achievements

At the conclusion of the financial year the company is able to report consistent growth in both its

business activities as well as an award received as employer of choice.

In terms of income growth the entity exceeded its annual objectives during the execution of its
remedial programmes. During the 2006/07 period the entity recorded a loss of R 3.8M and during
2009/10 the next surplus level was established at R26M. At the conclusion of the 2010/11 financial
year, a net surplus of R31.5M was recorded. For the 2011/12 period the net surplus was further
improved to 36.1M.

Market share of the JM continued to a new growth level of 44.63% (Excluding the Cape Town market
figures).

In addition to the establishment of a further Emerging Market Agency, the entity was able to improve
the performance of such agents significantly.

A total number of 6 Emerging Agents are currently being established on JM.

The two accreditation standards governing cold stores and ripening operations was successfully
retained during the period under review.

The development programme of the Market of the Future (Premium Hall) is now focussing on the
financing model and the value engineering programme outcomes to ensure the validity of designs and
operational objectives.

Further progress was also made in creating compliant food handling areas in the Foodbank. The
objective in this regard is to overcome periods of low donation levels and secondly to prepare for new
Foodbank support strategies to be implemented.

Further progress was also made on the development of potential supplementary income streams
through property development on vacant land. Various industrial elements were evaluated to

ascertain the market needs and development alternatives which could be aligned to MoF.
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In terms of Green Economy objectives the entity focussed on the ability to recover organic and non-

organic materials towards potential income and saving on disposal costs.

Relevant to its targeted groups function the entity was able to increase its donations by 361% towards
indigent programmes.

The target for EPWP beneficiaries was also exceeded and a total number of 326 candidates were
employed, thereby exceeding the target by 104%.

The company was also able to finalize its database for required preventative maintenance.
The number of visitors to be company website increased to 195 000.

The quality of food ripening was increased substantially through the introduction of humidifiers to the
ripening facilities.

JM achieved the 4™ position nationally as best employer.

A culture of risk awareness is well embedded in the management and supervisory core of the entity.

2.2 Performance Assessment in terms of Section 46 of the Municipal Systems Act

(MSA)

The performance results for JM for the reporting period of 2010/11 and 2011/12 are tabled below:
(In instances where year-end evaluations identified incorrect reporting of KP! results in a particular

quarter causing a result being skewed, such rectifications are disclosed in the tables below).

General disclosure:

(1) The entity requested a midyear review of its performance targets on a number of KPI's. The
parent municipality did not approve the request. [The requested adjustments were indicated
in the mid-year report}

(2) The entity could not execute the KPI: “Growth in the Export of Fresh Produce”. This KPI could
not be pursued due to the restrictions restricting such activity within the provisions of the
MFMA.
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1(A).

Effective Financial Management: 2011/12

KPA Number & Key Performance Indicators | Target Actual Reason for variance and remedial action

Corresponding Performance | Performance

KPA (Annual) (Annual)

1 | Effective 1.1 % Variance of Net 20 48.5 The entity achieved the target and exceeded
Financial Income (surplus) (42,9) the targeted net income (surplus) by 48.5%.
Management against approved {Originally reported In relation to the previous year when the

budget by Quarterly entity achieved 56.1% the current year

(Unit of measure: Report) produced 8% less. The results remain

% cum ) significantly higher than budgeted. Elements
contributing towards the improved surplus
are improved income from trading activities
as well as savings on interest payable and
operational expenses.

1 | Effective 1.2 % of capital budget 100 79 The objective was underachieved by 21%.
Financial spent The under spending was caused by:
Management (Unit of measure: 1. Delays in MoF project caused by the

% cum) inclusion of National Treasury.

2. Delays due to new SCM process
implementation. In comparison to
the prior year when the entity
achieved a spending level of 93.2%
the current years' lower achievement
level is attributable to the factors as
listed above. The entity is
introducing the following steps to
improve the spending levels.
Extension of expertise within the
SCM  function, work stream
optimization and improved
acquisition planning.

1 Effective 1.3 Complete 100 100 The entity achieved the target. The entity
Financial register of assets continues to refine the asset management
Management (Unit of system and intensified verification practises.

measure: % )

1 Effective 14 Reconciliation 100 100 The entity achieved the target. The
Financial concluded of inter- company exercises regular interaction
Management company balance with stakeholders, such as account

with the COJ executives to ensure a high level of co-
(Unit of measure: %) operation between the parties

1 | Effective 1.5 Reconciliation 100 100 The entity achieved the target. The entity
Financial concluded of intra ensures a high level of prudence with
Management company balances documentation certification and completed

with other MOE's assignments.
(Unit of
measure: %)

1 Effective 1.6 Maintain an 100 100 Audit in progress. The entity anticipates full
Financial unqualified audit achievement of the target (Disclosure: The
Management (Unit of entity planned for an unqualified audit but

measure: %) described it as a clean audit. The correct
term is “Unqualified Audit’). During the
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KPA Number & Key Performance Indicators | Target Actual Reason for variance and remedial action

Corresponding Performance | Performance

KPA (Annual) (Annuat)

previous year the entity achieved an
unqualified audit with matter of emphasis.
The entity foresees the achievement of a
similar result for the current year.

1 Effective 1.7 Maintain debtor 30 38,4 Tenant clients are affected by the continued
Financial days — outstanding downturn in the general economy. Constant
Management debtors days on 30 liaison with clients is conducted to ensure

days maximum effective collection of debtor accounts. With

(Unit of measure: reference to the previous year the company

days) experienced under performance of 4.17
days against target. The current year result
of 38.4 days indicates the pressure under
which tenants operate due to the financial
climate. The entity has engaged with
affected parties to improve timeously on
payment. Where achievable tenants take
up smaller floor space to enable
achievement of rental payments.

1.(B) Effective Financial Management 2010/11 — Prior Year - (Section 46 of the MSA)

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) {Annual)

1 Effective 1.1 % Variance of Net 0 0 The entity achieved the target index and
Financial Income against (Exceeded 56.1%) exceeded its budgeted income by 56.1%
Management approved budget

1 Effective 1.2 % of capital budget 100 *03.2 * The objective was under achieved by
Financial spent 6.8%. Complex tenders attracts bidders
Management with lower BEE points

1 Effective 1.3 Fully SA GAAP 100 100 The entity achieved the target
Financial (and GRAP)

Management compliant
register of assets

1 Effective 1.4 Reconciliation of 100 100 The entity achieved the target
Financial inter- company
Management balance with the

coJ

1 Effective 1.5 Reconciliation of 100 100 The entity achieved the target
Financial intra
Management company balances

with other MOE's

1 Effective 1.6 % of clean audit 100 100 The entity achieved the target
Financial report attained
Management

1 Effective 1.7 Maintain debtor 30 34.17 Tenant clients are affected by the current
Financial days outstanding economic climate. Constant liaison with
Management clients are conducted to ensure effective

collection of debtor accounts
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2(A).

Business Expansion: 2011/12

% cum)

software error

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance
KPA (Annual) (Annual)
2 Business 21 % Increase in 36,5 37,75 The entity achieved the target. In relation to
Expansion market share of the prior year the entity is continuing to
fresh produce sold improve on its market share. JM is showing
by fresh produce growth in monetary value turnover as well as
markets in mass throughput.
(Unit of Disclosure: The correct target for 2011/12 is
measure: %) 36.5%. A typing error on the company
scorecard indicates the target as 36% only.
2.2 Establish distribution 2 0 The KPI was not achieved by the entity
centres in Previously due to a delay in launching site formalities.
Disadvantaged The roving market (marquee market) was
Areas delivered to JM by the manufacturer. The
(Unit of measure: roving market as well as the second unit
Number cumulative) will be concluded during the 2™ unit during
the 2™ Quarter of 2012/'13 as the ward
based approach is rolled out. In order to
achieve the new roll out target, the Snr.
Manager Marketing is being tasked to
engage with stakeholders to optimize roll
out formalities and procurement of the
outstanding unit.
2 Business 23 Market of the 1(1 X Due 1(1 X Due The entity achieved the target. A
Expansion Future: diligence diligence completed document to enable a
Conclude all document set document set comprehensive due diligence has been
documentation for a R350M for a R350M produced. The targets for the previous
and formalities to application) application) year related to concept design of the MoF.
submit a The application is planned for off balance
competent sheet financing and is indicated as 1 plan
application to for R350M financing.
funder.
(Unit of measure:
number)
2 Business 24 % increase revenue 20 106,42 The entity has achieved and exceeded
Expansion from non- (Originally 86%) the target mainly through its efforts to
commission income The actual was conduct marketing of surplus capacity
streams published as a within the fleet of 5 and 7 ton trucks. As
(The focus is on 2 provisional figure in | no prior year target was set according to
specific income quarterly reports a similar definition the KPI is regarded as
streams) new.
(Unit of measure:
% cum)
2 Business 2.5 % Increase in 1,5 2.0 The entity has achieved the target mainly
Expansion market share of (At the end of due to the effective introduction of a further
emerging market Q4 the result well performing emerging agent and
agents was reported continued support programmes to existing
(Unit of measure: as 2.63. A emerging agents. (Disclosure: The entity

has referred to its emerging agents as BEE
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Expansion

BEE Market
Agent

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance
KPA {Annual) (Annuat)
caused the agents in notes to the scorecard. The
incorrect correct term is “Emerging Agents”). In
calculation) relation to the prior year the entity was able
to improve a further 1% on such market
share. The entity is revisiting its strategies
to grow the market share of emerging
market agents.
2 Business 2.6 Graduate “bronze 25 13,0 The entity achieved and exceeded the
Expansion buyers" to “silver target mainly through the promotion of the
buyers”. JM market services to stakeholders. This
(Unit of KPl is also new and cannot be
measure: %) benchmarked against a previous year
benchmark.
2 Business 2.7 % increase in share 1,5 8.21 The KPI is being achieved and exceeded
Expansion of produce received (At the end of mainly due to improved communications
from emerging Q4 the result and increased efforts to enhance the
producers. was reported marketing of produce of emerging
(Unit of measure: at7.74. A producers through JM. (Disclosure: the
% cum) software error entity referred in Quarterly reports to BEE
caused the producers in comments: The correct term
incorrect is “Emerging Producers”). In its efforts to
calculation) improve on the share of produce received
from emerging producers the entity will
continue to enable such producers through
generic trademarks and efforts to improve
logistical support.
2(B). Business Expansion 2010/11 — Prior Year - (Section 46 of the MSA)
KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance
KPA (Annual) (Annual)
2 Business 2.1 % Increase in 36 36.8 The entity achieved the target
Expansion market share of
fresh produce sold
by fresh produce
markets
2.2 Introduce BEE 1 6 The entity exceeded the target mainly due
Project to intensified efforts to communicate closer
with BEE producers in the production areas
2 Business 2.3 Introduce new 1 1 This target was carried forward from the

previous financial year. The entity
introduced methods to ensure sustainability
of such agencies by linking them with
formal agents in support programs. The
positive  results in this regard is also
evident in the growth registered under KPI

no2.2.3
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance

KPA (Annual) (Annual)

2 Business 2.4 Increase % market 1 1.74 The linkage of BEE agents improved the

Expansion share of existing (Actual) linkage with other producers and enhance
BEE Agents the administration of BEE agents to
(In monetary 6.9 achieve the improved results
turnover R/c) (Originally reported | Disclosure:

by Quarterly During quarter 1-4 the company secretary
Reports) services erroneously reported the item
based on mass instead of R/c.
2 Business 25 % Increase in 2 0.32 Reasons for non-achigevement:

Expansion Share of Produce (Actual) Not all BEE producers are marketing their
Received from produce in their own names. As a
emerging 1.73 consequence intermediaries are conducting
producers (Originally reported | transportation and sales on behalf of such
(Metric tonnes) by Quarterly producers and the SPS trading system

Reports) cannot identify such producers.

Actions to mitigate:
Visits to BEE producers to educate them
regarding the usage of the JM's SPS system
Technologies are being explored to enable
wireless GSM systems between such BEE
producers and the JM. [See KPI: the
assimilation of technologies in business
processes of JM]
Disclosure:
The company secretary captured an
incorrect line of data pertaining to this KPI.
The correct result is 0.32 and not 1.73.

2 Business 2.6 Establish 1 1 This initiative is a multiyear project and final

Expansion distribution certification of completion concludes the
centres in the last responsibilities of JM as far as it relates
previously to the establishment phase of the project.
disadvantaged
areas

2 Business 2.7 Development of an 1 1

The entity achieved the target.

Expansion implementation
schedule for
property
development
3(A). Marketing image and Positioning & Corporate Social Investment: 2011/12

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) {Annual)

3 Marketing 3.1 Stakeholder 85 (Typo 56 The entity under achieved the target by 2%.
Image and | .1 Satisfaction in (Newly Efforts to refine the survey are being
positioning Index (Level of client | scorecard formulated introduced. The index is also affected by the

satisfaction) indicating index) index planned for the previous year but
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

(Unit of measure: the data concluded in Q 1 of 2011/12. Due to

score index) as 58) technical delays in the scoping of the
2010711 evaluation the index testing and
results only became available during the first
quarter of 2011/12. In order to improve on
timeous index testing the entity has
introduced earlier review stages.

3.1 Improved safety and 4,0 4,47 The entity achieved and exceeded its target
security (level of due to its refinement and intensification of
client  satisfaction. site security measures. This index is a new
(Unit of measure: measure utilized to measure all the onsite
score index) stakeholders satisfaction of security services.

As a consequence the measure cannot be
measured against a previous result.

3 Corporate 3.2 Increase numbers of 450 596 The KPI was achieved and succeeded mainly
Social tonnages of fresh (Originally through intensified efforts with stakeholders
Investment produce and food reported as to increase donations towards the food bank.

donations to the 561 in Q4) In relation to the prior year the 2011/'12 result
food bank by indicates a strong turnaround and the
stakeholders and remedial programme enabled the recovery of
NGO'’s. donations towards the foodbank.

(Unit of measure:

cum tons)

3 Corporate 33 increase the 500 2306 The KP! was mainly achieved and exceeded
Saocial number of fresh through refined methods of administration
Investment produce and food and planning of activities to increase levels of

donations by the awareness for the foodbank activities within
Food Bank to the ranks of stakeholders to increase the
NGO's, disaster availability of food donations. In relation to
victims and CodJ the 2010/'11 the entity was able to improve a
indigent families. further 59% on actual performance for the
(Unit of measure: mentioned year. The entity is embarking on
number cum) preservation methodologies to improve its
capacity to donate towards indigent
programmes.
3(B). Marketing Image and positioning & Corporate Social Investment 2010/11 — Prior Year

(Section 46 of the MSA)

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance
KPA (Annual) (Annual)
3 Marketing 3.1 Stakeholder a0 0 Reasons for non-achievement:
Image and Satisfaction Remodelling of the research base was
positioning Index required for the index due to substantial

(Level of client
satisfaction)

changes in actions of competitors i.e. the
NASREC market development.
Actions to mitigate:
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

Fresh workshops arranged to determine
research needs

Will it be carried over to a next quarter or a
new year?

Yes — tender under new scope to be
awarded within first quarter of 2011

3 Corporate 3.2 Increase number of 400 1454 Due to the distribution of smaller parcels the
Social fresh produce number of donations could be significantly
Investment donations by the increased. The reduction was planned

food according to the reduced number tonnages

bank to NGOs received but also the donations of dry goods
received from FoodbankSA - non fresh
produce contributions

3 Corporate 3.3 4.2 - Increase 1300 655 Reasons for non-achievement:

Social tonnage of fresh Due to the financial climate producers also

Investment produce donated decreased donations to the food bank.

to the Food Bank As a consequence in many cases producers
would rather accept a reduced prize than
donating produce reaching the end of its
lifespan
Actions to mitigate:
Direct contact with producers to enhance the
donation of produce
Closer co-operation with other tenants on
the site to attract more donations
4(A). Good Targeted Procurement Practises: 2011/12

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

k) Good 4.1 Procurement spent 80 69,76 The entity underachieved the target by
targeted on BEE and SME as 10.24% mainly due to delays caused in the
procurement a percentage of total procurement process whilst implanting a
practices procurement (Unit of new SCM policy and procedures. During the

measure: %) prior year the entity achieved a level of 74%
which indicates a decline of 4% against the
2010/'11 results.

4 Good 4.2 Procurement spent 90 80,70 The entity underachieved the target at year
targeted on BEE and SME end mainly due to delays caused in the
procurement as a percentage of operations of the new SCM approach rolled
practices CAPEX. out to ensure legislative and policy

(Unit of compliance. The entity is planning the
measure: %) introduction of similar remedial interventions
as highlighted under KPI 4.1 above. The
latter being measures to remedy
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding Performance Performance
KPA (Annuat) (Annual)

underperformance include planned work
stream improvement in SCM processes.
Additionally improved acquisition planning
and SME data improvement is envisaged.

(Unit of measure:
numbers cum)

4(B). Good Targeted Procurement Practises 2010/11 — Prior Year - (Section 46 of the MSA)

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

4 Good 4.1 Procurement spent 75 74 (Actual) The entity achieved the target with 1%due to
targeted on BEE and SME as 75 (Original) strong focus on its targeted procurement
procurement a percentage of total practises. The performance contributed to a
practices procurement shortage of staff and the economic climate.

Q1 was adjusted by 1% following
identification of a calculation discrepancy.
Q4 was adjusted by 1% as a result of the
former discovery. The department is being
restructured.

4 Good 4.2 Procurement spent 82 42.00 Reasons for non-achievement:
targeted on BEE and SME {Actual) Disclosure:
procurement as a percentage of 44.75 (Original) The complexity of CAPEX projects causes
practices CAPEX companies with lower BEE scorecards to

obtain such contracts.
Actions to mitigate:
Plans to extend the SCM database and
drafting of new SCM policy
Typing error in Q4 indicated as result of 82
instead of 42

5(A). Human Resource Development 2011/12

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA {Annual) (Annual)

5 Human 51 % of Total salary 1 1,27 The entity achieved the target. A dedicated
resources expense for Staff training officer is allocated to the function of
development Training. training. In relation to the previous year

(Unit of measure: when the entity achieved a level of 1.48%,

% cum) the entity remains compliant in achieving the
training target. The introduction of formal
training through the JM Academy during
2012713 will significantly improve on the
training of staff of JM.

5 Human 52 Employment of 8 5 The entity has underachieved on the target.
resources people with The complexity of finding candidates to work
development disabilities. within the operational realities of the entity

required attention. The 3 candidates will

however be appointed within the first quarter
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

of 2012'13. The latter relates to amenities
and operating environments. The entity is
currently reviewing methods to enable the
employment of more persons with
disabilities. During the prior year a target
was not set.

5 Human 53 % implementation 80 a8 The entity achieved and exceeded the
resources of the 5 year target mainly through the continued
development employment equity awareness of its transformation targets and

plan. efforts to develop its staff component. The

{Unit of measure: entity continues to review equity

% cum) programmes. In relation to the prior year
when the target was not achieved the entity
was able to exceed its 2011/'12 target by
8%.

5 Human 5.4 No. of Jobs 20 326 The company achieved and exceeded the
resources created for EPWP (160 A target. This programme alleviates some of
development {Unit of measure: Midyear the service demands placed upon JM. The

numbers cum) review target entity achieved a much improved security
of 160 was level, cleaner operating environment and
planned. The youth employment. Unique skills training
CoJ did were also conducted. During 2010/'11 the
however not entity exceeded the target with the
approved a employment of an additional 51 EPWP
mid-year candidates. In comparing the current year
review.) actual with the prior year actual the entity
improved on the KPI by 243%

5 Human 5.5 Finalise 100 100 The entity has achieved its objectives for
resources development of this phase of the programme for the JM
development training academy. Academy which relates to coaching. EPWP

(Unit of measure: participants are key candidates in this
% cum) launching phase of the academy. Due to
the 2010/'11 target being a concept design
process the 2011/'12 resuit cannot be
directly compared. The development of the
academy is being conducted in phases.
5(B). Human Resource Development 2010/11 — Prior Year - (Section 46 of the MSA)

KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action

Corresponding Performance Performance

KPA (Annual) (Annual)

5 Human 51 % of Total salary 1 1.48 The entity achieved the target.
resources expense for Staff (Revised) Disclosure:
development Training 1.08 Due to a formula error in the quarterly

(Original) reporting an actual of 1.08 was originally

reported in the 4th quarter.
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KPA Number & Key Performance Indicators Target Actual Reason for variance and remedial action
Corresponding * Performance Performance
KPA (Annual) {Annual)
5 Human 5.2 % Implementation 100 0 Reasons for non-achievement:
resources of the § year Due to a high turnover in HR staff the
development Employment Equity processes relevant to this KPIl could not be
Plan concluded.
Actions to mitigate: New EE plan drafting
team will be actioned upon the arrival of a
new shared services executive and a new
HR manager
5 Human 5.3 % Implementation 35 35 The entity achieved the target
resources of succession
development planning
framework for
senior
management level
5 Human 54 No. of Jobs 44 95 (revised) The target was exceeded due to the
resources created for EPWP (248 original) additional assistance received from CoJ to
development create additional EPWP jobs. The
cumulative figure was originally reported as
248. The correct number is 85. The error
occurred with a faulty formula in the
reporting system.
5 Human 515 Finalise concept 1 1 The entity achieved the target
resources design of training
development academy
5 HIV/Aids 5.6 Implementation of 8 8 The entity achieved the target
HIV/Aids
programmes
3. MARKETING PERFORMANCE REVIEW
3.1 Introduction
The Marketing and Communications Department engages in activities aimed at promoting the
Joburg Market as a world-class African Market. These includes image and brand building
exercises, advertising, sponsorships, promotions, media and communications, and stakeholder
relations — all aimed at helping the organisation to attain growth, increased brand awareness
and -share of market, improve service delivery, reputation and strengthening relations with
stakeholders.
3.2 Executive Summary

The major highlight for the Joburg Market is that the organization’'s annual turnover exceeds R4
billion mark. The company's Market Share grew 1% to reach 45% from 44% the year before.
Owing to various marketing activities, and in the main “The Open to All campaign”, the number
of new accounts opened in the past financial year was 7 198. The value of first time purchases
from new accounts exceeded R31 million for the period under review.

With regard communications, the Joburg Market website attracted over 195 000 visitors in the
past 12 months, representing a growth of 47% or 62 197 new visitors compared to same period
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last year. The average number of visitors has also increased to 16 309 compared to 11 126
same period last year.

in terms of image and reputation building, the organisation retained the number 4 ranking as
South Africa’s Best Employer for 2011/12 in the top 10 small-size BEST Employers™ category
which comprised the likes of Coca-Cola, Cisco Systems South Africa, Hilti and The South
African National Roads Agency Limited. Companies in the small-size category are those that

employ 1 to 300 people; medium are those with staff of 301 to 4 000 and large are those that
have a labour force of more than 4 000.

3.3 Statistical Highlights
3.3.1 New Buyer Accounts

Table 1. New buyer accounts and value of purchases as a result of the various marketing efforts

Period Number of new accounts Value of purchase

Quarter 1 1689 5651 126
Quarter 2 1739 9 367 865
Quarter 3 1952 9118 755
Quarter 4 1818 7 566 323
Total 7 198 31 704 069

The past financial year saw a total of 7 198 new accounts opened with the value of purchases
from these accounts exceeding R31 million.

3.4 Website performance
Table 2. Joburg Market Website statistics

Period Visitor 2011/12 | Visitor 2010/11 GROWTH % GROWTH
Quarter 1 41 844 24 737 17 107 69%

Quarter 2 44 532 30911 13 621 44%

Quarter 3 52 757 41 598 11 159 27%

Quarter 4 56 572 36 262 20 310 56%

Total 195 705 133 508 62 197 47%

Average 16 309 11126 5183 47%
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¢ The site attracted over 195 000 visitors in the past 12 months.
e The above represents a growth of 47% or 62 197 visitors compared to same period last year.

» The average number of visitors has also increased to 16 309 compared to 11 126 same
period last year.

e The growth in Joburg Market website augers well with strategy to use it as more than a
communication tool but medium to attract customers, gain sentiment feedback, guide service
delivery, and boost sales.

3.5 Summary of activities

3.5.1 Promotions

3.5.1.1 Plum Promotions

The Joburg Market held a Plum Promotions in partnership with South African Stone Fruit Producers
Association (SASPA) in Jan and Feb 2012 to promote sales for plums through public awareness
campaign targeted at informal traders. The campaign yielded positive results and helped improve
understanding by informal traders on post-harvest handling of plums. The campaign also helped
improve awareness about the trading opportunities that plums offer.

Representatives of Joburg Market, SASPA, and Tanki (informal Trader) receives congratulations
Market Agents for plums hand over the 1% price of ~from Ruth of SASPA
R3000 to Tanki Matabolo in Soweto.

3.5.2 Trade fair

3.5.2.1 Africa Big Seven/SAITEX 2011

The Joburg Market exhibited at the 18™ Southern African International Trade Exhibition held at
Gallagher Estate-Midrand from 17-19 July. SAITEX is the only multi-sectoral trade fair of its size and
kind on the continent. The immediate benefit of this expo to Joburg Market is the opportunity to
network and create business leads with buyers emanating from over 45 countries.
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Visitors at the Joburg Market’s colourful stand at Africa Big Seven/SAITEX

3.5.3 Sponsorships

3.5.3.1 Emerging Farmers Workshop and Expo

Joburg Market participated as the sponsor for the Black farmers workshop and expo that took place on
21 — 22 July 2011 at the Pretoria showground in Tshwane. The workshop comprised exhibition and
workshop sessions wherein Agricultural industry experts from different sectors interacted with

emerging farmers. The Joburg Market utilized the opportunity to share information about market
access.

3.5.3.2 Global Table Grape Congress July 2011

The first ever Global Table Grape Congress in South Africa took place in Cape Town from the 27 to 29
July 2011and was aimed at providing and sharing relevant global marketing information with players in
the table grape industry. The Joburg Market was the key sponsor for the congress’ Networking Break
Session which went along to strengthen rations with table grape growers as well as cement the
company’s brand leadership position.
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Global Table Grape Congress innovation panel

3.5.3.3 Letaba Show 2011

The Joburg Market participated at the Letaba Show which took place in Tzaneen Show Grounds in
Limpopo from 4-6 August 2011. As the Gold Sponsor, the Market was given platform to make
presentations on current and future activities at the Market. The show featured a workshop which was
attended by both commercial and emerging farmers from Tzaneen and the surrounding area. The
forum gave platform for young, new and emerging farmers to interact with established farmers and ask
questions that could assist them to become bigger players in the agribusiness sector.
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Farmers displaying their product at Joburg Market Joburg Market hands over Best Fruit Farmer
stand prize of R1000 to an emerging farmer

3.5.3.4 Hluhluwe Pineapple Marketing and Export Day

The Joburg Market once again sponsored the Hluhluwe Marketing Day which took place on Saturday
10 September in Hluhluwe, Kwazulu Natal. The Hluhluwe farmers are key stakeholders for Joburg
Market business as the organisation gets its supply of pineapples almost exclusively from farmers
from this area. In the last calendar year alone, the value of pineapples sold at the Joburg Market
exceeded R38 million.

Kobus de Buys, Vegetables Hall Manager Pineapple farmers displaying certificates handed
presenting to the farmers about Joburg Market over by Joburg Market to acknowledge
operation patronage.

3.5.3.5 Potato Congress 2011

The Joburg Market was the platinum sponsor of the Potato Congress hosted by the Potato SA in Cape
Town from 28 -29 September. The event is biennial congregation of potato producers to discuss
industry-related matters and take decisions that would determine direction of the potato industry for
the next two years. Over 200 stakeholders attended the Congress. Joburg Market is South Africa's
largest distribution channel for potatoes accounting for 38% of potato sales channelled through
national fresh produce markets. With regard turnover, potatoes account for 24% of Joburg Market's
R3,7 billion annual turnover.
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3.6 Media and Communications

3.6.1 Newspapers

The Joburg Market was rated amongst the leading employer brands and earned the BEST
Employers™ 2011/12 Certification through the CRF Institute at a Gala Dinner held in Sandton in
August 2011. As was the case in the previous years, the Joburg Market took the opportunity to
communicate and promote (by means of editorial and advertising) the company’'s employer brand
status in the Business Report and Mail Guardian and thereby demonstrated its commitment and
excellence in people management.

3.6.2 Magazines

The Joburg Market's “Open to All” campaign continue to run in various print tities including Afropolitan,
Jozi Beat, Joburg Style and Farmers Weekly magazines. Joburg Market also took an advertorial in the
SA local government journal, a monthly publication from LGC Media aimed at enhancing and
optimizing service delivery at local government level.

3.6.3 Radio

The “Open to All” campaign continued on KAYA FM until October 2011. The main benefit for the
“Open to All” campaign is that the Joburg Market is able to reach out to household buyer segments
that would not have considered using it to source produce. The campaign went a long way to build the
Joburg Market brand equity whilst increasing brand awareness.

3.6.4 South Africa’s Best Employer for 2011/12

The Joburg Market retained number the 4 ranking as South Africa’s Best Employer for 2011/12 in the
top 10 small-size BEST EmployersTM category which comprised the likes of Coca-Cola, Cisco
Systems South Africa, Hilti and The South African National Roads Agency Limited. Companies in the
small-size category are those that employ 1 to 300 people; medium are those with staff of 301 to
4 000 and large are those that have a labour force of more than 4 000.

Joburg Market Acting CEO Patronella Telela receiving the SA’s Best Employer award from Steven
Veenendaal of CRF International flanked by Thomas Mawasha: Joburg Market Head of Marketing.
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3.7.3 Mokwakwaila Farmers information Day

The Mokwakwaila Farmers information Day was held in Kgapane Hall in Limpopo on the 29
September. The event was organised by the Department of Agriculture Greater Letaba Municipality.
Presentation of the Joburg Market operation was done to more than 200 farmers. During the

presentation,
grading.

Farmers paying attention to Joburg Market
presentation on market access

the farmers

3.8 Highlights of marketing activities

Table 3. Highlights of Major Activities

Potato Hall Manager, Lesego Poe presenting to

PROJECT

ACTIVITY

ADVANTAGES TO
JOBURG MARKET

Best Employers
Accreditation

Retained number 4 ranking as South Africa’'s Best
Employer for 2011/12.

Improved employer brand
status

Annual Service
Measurement
Study

Completed the 2012 study on time. The research is
aimed at assessing the levels of satisfaction of the
three (3) sets of stakeholders that supports the
Joburg Market business, namely: buyers, producers
and the market agents. Conducting this study is an
imperative to improve the company product and
service offering.

Improved levels of
product and service
offering.

Open to All

The Open to All campaign has seen the number of
new accounts opened in the past financial year
reaching 7 198. The value of first time purchases
from new accounts was exceeded R31 million.

Business sustainability
and growth

Online
Communications

The Joburg Market site attracted over 195000
visitors in the past 12 months, representing a growth
of 47% or 62 197 new visitors compared to same
period last year. The average number of visitors has
also increased to 16 309 compared to 11 126 same
period last year.

Improved communication
with stakeholders

Segment growth

Managed to graduate a total of 13 customers from
Bronze to Silver, versus budgeted 10.

Growth

the Market managed to address issues of market access, quality, packaging and
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3.9

Plans for the next six months

Table 4. Future Marketing Activities

ITEM PROJECT ADVANTAGES TO JOBURG MARKET

Launch of Market of the

1 Future Buy in and improved stakeholder understanding of the

Market of the Future.
- Logo

- Programmes

Increased chances of winning visitors whilst also
2 Launch of new look website helping encourage visitors to engage with the website,
establish relationship and ultimately buy products.

3 Launch of online marketing Opportunity to gain sentiment feedback, guide in
(social media) service delivery, and boost sales.

Building of a customer centric culture in the

4 Launch of Customer Charter o
organisation.

Improved awareness of Joburg Market's Food Safety

5 Launch of Quality Mark -
Programme and positioning.

Increase sales and create good feel factor amongst

6 Buyer competition i

Increased recognition, awareness and trust in the
Joburg Market brand and ultimately, persuade old
customers to stay whilst drawing new ones.

Media Campaign (Outdoor,
radio and print)

Increased recognition, awareness and trust in the
8 Point of purchase advertising | Joburg Market brand which will influence buying
decision.

9 Best Employers Accreditations | Sustenance of employer brand status

4. OPERATIONS PERFORMANCE REVIEW

4.1

Overview of trading results

The entity wishes to report the following trends in produce trading:

The overall performance of all the products was good and exceeded expectations in the
financial year. Turnover increased by 10.40%, mass increased by 0.83% and price showed an
increase of 9.49% compared to the previous financial year. The good turnover performance
could be attributed to a stable supply of fresh produce throughout the year, which was
supported by a strong demand locally and from the SADC region.

During the reporting period, turnover and mass outperformed budget by 6.63%, and 6.45%
respectively, while the average price was in line with the budget.
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e Revenue (Based on actual and forecasted figures)

Most of the established Market Agents reflected significant growth compared to the
same period in the previous year, reflecting growths of 19.82% in some cases. The
Emerging Market Agents performed exceptionally well, reflecting growth of 28.14% in
turnover and 16.6% in mass, although from a small base.

The market share of emerging farmers increased from 7.7% in the first quarter to 8.29%
in the fourth quarter and reflects a total market share of 8.21% for the financial year for
this segment of producers.

The national market share of Joburg Market increased from 43.70% (2010/11) to 44.63
%( 2011/12) (The national figure currently excludes Cape Town, whose figures are not
made available.)

Actual vs. Budget (2011/12

TURNOVER(R'M) MASS (‘000 TONS) PRICE (RIKG)
PERIOD
BUDGET | ACTUAL % | BUDGET | ACTUAL % | BUDGET | ACTUAL %
1™ Quarter 1055 1054 -0.1 266 285 6.8 3,95 3,70 -6.3
2™ Quarter 1005 1138 133 316 291 79 3.19 391 226
37 Quarter 979 985 0.62 248 275 11.02 3.93 3.57 -9.37
4" Quarter 883 1005 13.84 253 302 19.44 3.48 332 -4.69
TOTAL 3022 4182 6.63 1083 1153 .45 3.62 3.62 047

By utilising long term trend analysis, the turnover was projected at R3.9 billion for the current financial
year while the year ended on an actual turnover of R4.18 billion. The last three quarters exceeded the
turnover budget, resulting in a 6.63% increase on the budgeted targets for the financial year.

° Prior year comparison

Current vs. Prior Year

TURNOVER(R'M) MASS (‘000 TONS) PRICE (RIKG)

PERIOD
2010/11 | 2011/12 % 2010/41 | 2014/12 | % | 201041 | 2011/12 %
1" Quarter 1016 1055 37 266 285 6.8 3.82 3.71 29
2™ Quarter 048 1,137 19.9 335 290 134 2.82 3.92 39.0
| 37 Quarter 876 985 12.4 264 276 4.6 3.32 357 75
| 4™ Quarter 948 1005 6.10 278 302 8.86 3,41 332 -2.53
TOTAL 3788 4182 10:40 1143 1153 | 0.83 3.31 3.63 9.49
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° Price

1.1 The performance of the average price against the budgeted target for the financial year is
depicted in the graph below. The average price fluctuated throughout the year, due to
seasonality and fluctuating volumes received. The average price outperformed budget
marginally by 0.17%

Budget vs. Actual

<

4.2 Market agents

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May June
® %P 7% T Pperiod” = e

The sales by the top five market agents in the reporting period constituted 86% of the Market's total
turnover. Wenpro's growth of 19.82% was mainly due to the performance of their potato and
vegetable lines. The decline in Citifresh figures can be attributed to a salesman that left the agency.

Market Agents
MARKET AGENT 2011/12(R) 2010/11(R) % Growth % Market Share
RSA 1113 347 488 1026 631 616 8.45 26.62
WENPRO 1016 407 955 848 261 690 19.82 24.30
BOTHA ROODT & KIE 717 850 083 658 016 652 9.09 17.16
DAPPER 438640614 428 018 590 2.48 10.49
MARCO 298 364 324 268 825 459 10.99 7.13
EXEC-U-FRUIT 192 037 900 181802 159 5.63 4.59
C L DE VILLIERS 128 627 037 123312 750 431 3.08
SUBTROPICO 122358 716 115 872 355 5.60 2.93
CITIFRESH 48 893 963 50 304 752 -2.80 147
TARGET 40 809 086 37 343 156 9.28 0.98
WATERMELON PANEL 26 152 506 25224 678 3.68 0.63
METRO 16 860 177 14277 023 18.09 0.40
EGOLY 13 643 984 - E 0.33
PULA NALA 4943 426 4205922 17.53 0.12
TRANSAFRICA 2101 094 3015735 -30.33 0.05
SIMUNYE 1422 357 3390 195 -58.16 0.03

58




4.3 Empowerment Projects

e  The market share in turnover of emerging farmers reflected marginal increases from the first to
the fourth quarter.

»  Emerging Farmers supply mostly vegetables to the Market and the mass in the vegetable hall
decreased by 7.38% in the second quarter due to unfavourable weather conditions that
damaged crops in some of the production areas hence the decrease of 37.7% for small-scale
farmers in this quarter. This had a negative impact on mass for the financial year compared to
the previous financial year.

e The emerging farmers constituted 8.21% and 7.6% of the Market's total turnover and mass
respectively.

Emerging Farmers

TURNOVER(R'M) MASS(*000 TONS)
PERIOD .
2010/11 201112 | % Mﬁrﬁcfet 20110' 1 20121/ 1 % % of Market
" 1¥Quarter 79 81 26 7.7 20 20 0 7.3
2™ Quarter 93 85 6.6 75 31 19 -37.7 6.6
37 Quarter 96 94 11 9.4 30 25 138 9.1
4" Quarter 86 83 -3.49 8.29 24 23 -4.17 7.74
TOTAL 354 343 311 8.21 105 87 A7.14 7.6

» The table below illustrates consistent growth in turnover for the Emerging agents in every
quarter in the 2011/2012 financial year. The new emerging agent, Egoly Market Agents, who
were introduced at the end of the third quarter contributed significantly towards the Emerging
Market Agents’ performance in terms of turnover and mass.

¢ The turnover of the Emerging market agents constituted only 2% of the Market's total turnover
for the year, however the trend is very positive towards their further growth.

BEE Market Agents
TURNOVER(R M) MASS('000 TON)

FERER 2010/11 2011112 Gr;/:vth N:/anrl.;it 2010/11 | 2011112 Gr;/:vth % of Market
1" Quarter 10.2 12.3 20.6 1.17 3.8 3.2 -156.8 1.1
2" Quarter 16.5 18.9 14.5 1.66 3.9 3.6 -1.7 1.2
3" Quarter 211 221 47 2.24 4.2 42 0.0 15
4" Quarter 14.4 26.4 82.9 2.63 47 7.8 64.4 26
TOTAL 62.2 79.7 28.14 2 16.6 18.8 13.3 1.6
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4.4 Stakeholder relations (assistance programme)

The table below contains details of JM participation in industry related events

PRODUCERS/EVENTS

AREA

PURPOSE

KPA

VALUE

Burpak pack house, JJ
Prinsloo, Langbult
Farms, Dr Prinsloo,
Marhula Landgoed.

information day (different
farmers)

Limburg Farms, Carlow

Female entrepreneur of
the year award

Potato industry forum

PSA congress

Information day

Solly's Boerdery

Carlow Boerdery , Botha
HJP, Mukwevho MS, Nel
Boerdery

Carios Boerdery

WJ Smit & daughters
Masalesale A, Maluleka
H, ethosa MA, Seema
MS, Abel's farm

SMME workshop

Kiepersol/Mozambique

Gakgapane community
(Limpopo)

Capricorn municipality
(Limpopo)

Pretoria

Cape Town

Eldorado (Limpopo)

Limpopo

Limpopo

Potchefstroom/
Ventersdorp

Tzaneen
Mokopane

Randfontein

-To establish and
maintain a
sustainable
relationship with
commercial and
emerging farmers

To assist emerging
farmers with
market access,
information
sharing, logistics
ideas, planting
programmes,
product quality and
food safety
measures

- Develop
sustainable
relationships with
key strategic
partners i.e. DAFF,
PPECB, Growers
Associations etc, to
assist emerging
farmers

Business expansion

Business
empowerment

Increase Joburg
Market's market share

Increase volumes
received from
emerging farmers and
to increase turnover of
emerging market
agents
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4.5 National fresh produce markets

e The table below illustrates the performance of the top five National Fresh Produce Markets
(NFPMs) in South Africa for the reporting period. Joburg Market showed increases in turnover
and price. The turnover percentage growth was above all other markets.

e The top five Markets constituted 82% of the total turnover of NFPM's

e Joburg Market has shown significant turnover growth over the period, resulting in further
increasing its market share. The market share for Joburg Market increased from 43.70% to
44.63% in the reporting period, reflecting a growth of 2.13% compared to the previous
financial year (Cape Town Market estimates excluded).

o The higher average price at Joburg Market will result in more produce being directed to this
market in future.

NFPM-Financial year
MARKETS TURNOVER (R,000) MASS (,000 TONS) PRICE (R/IKG)
2010/11 | 2011/12 % % 2010/11 | 2011112 | % % 201011 | 201112 | %
M/SHARE M/SHARE

JOHANNESBURG | 3788511 | 4182460 | 10.40 | 44.63 1143 1153 | 0.83 41,55 3315 | 3627 | 9.49
TSHWANE 1809383 | 1954971 | 8.05 20.86 557 577 3.59 20.79 3248 | 3388 |4.30

DURBAN 898 214 979171 | 9.01 10.45 275 300 9.09 10.81 3266 | 3264 -
0.07
SPRINGS 296 067 287 464 | -2.91 3.07 117 104 - 3.75 2530 | 2764 | 9.23

11.11

PIETERMARITZBURG | 279213 279418 | 0.07 2.98 93 93 - 3.35 3002 | 3004 | 0.07
TOP FIVE 7071388 | 7683484 | 8.66 2741 2789 | 1.75 2580 | 2755 | 6.79
ALL MARKETS 8668698 | 9371772 | 8.11 2720 2775 | 2.02 3.187 | 3377 | 5.96

Note: Cape Town figures are not included due to non-disclosure of their figures since 2010.

4.6 Complimentary services

Complimentary Services - Revenue and Utilisation.

REVENUE(R) GROWTH | UTILIZATION (%)

2010/11 2011/12 % 2010/11 | 2011/12
Cold Rooms 6 760017 7 479 450 10.91% 67 65
Banana Ripening | 5690 764 6 203 483 9.01% 76 80
Total 12 450 781 13 682 933 9.90% 72 73
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Banana Ripening

o Banana Ripening revenue increased by 9.01% as compared to the previous financial
year.

o Producers experienced unfavourable weather conditions in some production areas which
damaged crops and had a negative impact on volumes. The facility was mostly supported
by volumes received from Mozambique.

o As a result of faulty rooms having been repaired, the facility is well utilized and plans are
made to increase the current capacity by converting the old banana ripening rooms to
manage oversupply during peak periods.

o The HACCP certification of the ripening centre has been maintained in the financial year.

Cold Storage

o Seasonal trends have a significant impact on cold storage utilization, which is mostly
dependent on volumes of citrus fruit in winter and stone fruit in summer.

o Revenue increased by 10.91% as compared to the previous financial year.

o Six cold rooms with a capacity of 1488 pallets have been approved by PPECB for the
handling and storage of fruit and vegetables destined for export.

4.7 Quality assurance

Quality Control

For the period under review, 31% of GRNs were inspected for quality control purposes where
less than 1% was rejected for poor quality, i.e. products decaying in storage, namely mangoes
(end of season), grapes (end of season), muskmelons, apples and citrus. A few consignments
were rejected upon arrival due to poor quality (decay), namely tomatoes, citrus and butternuts.
Rejected products were sorted and re-packed where viable. The products received for
2011/2012 financial year were generally of good quality.

Food Safety Cleaning, Hygiene and Pest Control Monitoring

Food safety audits were performed by the QC division where the effectiveness of pest control
and cleaning programmes were evaluated together with the COJ Environmental Health
Department. No major pest infestation was found and the recommendations for improvements
are being implemented. For the period July 2011 to June 2012, the Banana Ripening Facility
maintained the HACCP food safety certification from the PPECB.

Laboratory

During the 4th quarter the laboratory focused on addressing the system requirements as per
the findings from the South African National Accreditation System (SANAS) assessment which
was performed in the third quarter of this financial year. A specialist technical adviser was
appointed to assist with rectification of the technical aspects. The laboratory could not achieve
accreditation by the end of June 2012 due to SANAS only being available to perform a re-
assessment at the end of August 2012.

For the review year ending June 2012, a total of 707 samples were tested, i.e. 687 samples
were tested for pesticide residues at Joburg Market Laboratory and 20 samples were tested
for heavy metals at the SABS Food Chemistry Laboratory. The majority of test results showed
compliance to the prescribed national Maximum Residue Levels (MRLs), however use of
unregistered chemicals or chemicals with no available MRLs was noted on some small
consignments. The relevant producers were informed and the matter was referred to the
Department of Agriculture, Forestry and Fisheries (DAFF) and the Department of Health
(DOH) for their attention and action.
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5. INFRASTRUCTURE, REPAIRS AND MAINTENANCE

5.1 The Annual Report relevant to Infrastructure and Maintenance is tabled as
follows:

Infrastructure, in the form of buildings, roads, water, sewerage, electrical, mechanical and other
services, supports the quality of services rendered at the Joburg Market. The main objective of the
Infrastructure Department is to ensure that the physical assets are in a condition that allows the
organization to carry out its core business functions efficiently and effectively. The main functions of
the Infrastructure Department includes maintenance of existing infrastructure; capital projects to
replace existing or establish new infrastructure and managing infrastructure related contracts,
including cleaning, waste removal and garden services. Simultaneous infrastructure investment and
maintenance will not only improve infrastructure performance and underpin services sustainability, but
it will also contribute significantly towards business growth.

The JM infrastructure is 40 years old and due to legacy insufficient maintenance over this period

intensive intervention was required. Facility management experts were appointed to analyse the
situation.

The traditional perception of the maintenance role is to fix broken items. Taking such a narrow view
means that maintenance activities are confined to the reactive tasks of repair and/or replace. Very little
time or no time is spent on implementing measures that would reduce the probability of failure. JM
has appointed a range of preventative maintenance contractors to rectify problems identified by the
experts and to do regular preventative maintenance work. These contractors will also be on standby
to respond quickly in case of infrastructure failures.

In the 2011/12 financial year, most of the items on the repair and maintenance schedules were
successfully accomplished.

» The critical and major general building work that was done includes the following:

° Assessment of the Joburg Market Infrastructure. The assessment highlighted critical
areas that needed to be refurbished and has also assisted with forward planning.

o The Preventative Maintenance programme for cold stores and the banana ripening
facility were fully completed.

° Plumbing Preventative Maintenance- this programme was a success as most ablution

facilities were fully serviced. A CCTV investigation of the sewerage system is planned
as part of this program.

° For the Civil Preventative Maintenance Program a contractor has been appointed for 36
months to deal with all civil works

5.2 Contracts management

» Cleaning: The current cleaning contractor has 15 months remaining the contract is governed
through a SLA.

» Waste Removal: A new bidding process was initiated to get a service provider who will
process waste in an environmentally friendly way at a reduced cost. Other initiatives of

handling bio waste is currently being evaluated.

» Gardening: A tender has been called to appoint a new contractor.
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> Pest Control: The contractor is providing a good service, the rodent activities within the market
have been minimised. The Quality Control and Health and Safety Department are assisting in
monitoring the contract through audits and continuous implementation of corrective action.

5.3 Capital expenditure

The following CAPEX Projects were successfully accomplished in the 2011/12 financial year:

> Upgrade of the Mandela Market- the project was completed successfully and it has now made it
easier and more convenient for the traders at Mandela Market to operate.

> The Refurbishment of the ablution facilities- the project was completed successfully.

> The Rehabilitation of the banana ripening loading bay- the project was completed successfully
and the trucks are now able to load easily. This has increased business efficiency as the
loading and offloading times have now been improved.

> Upgrade of Foodbank- the project was completed successfully and the facility's operations are
efficient.

> New Exit/Entrance- the project is now complete and the defects have been dealt with. The new
entrance is now ready for use. The new entrance will be opened once the traffic light at Vickers
Road has been installed.

> About 200m of the road is now rehabilitated. Roads on the Joburg Market will receive further
attention.

> Standby Generator: An electrical engineer has been appointed to evaluate the equipment and
to lead the process of commissioning the standby generator plant. The preliminary report
indicated that there was a need to engage the manufactures of the engines, as most of the work
required their expertise.

> Humidifiers: The project of supplying and installing humidifiers in the ripening rooms has been
successfully completed. The humidifiers shall maintain the humidity range of 85% to 95 % at a
temperature that can be adjusted between 13°C and 18° C. This will contribute to an improved
ripening service.

> Stormwater upgrade: The purpose of the project is to improve and enhance the stormwater
drainage around the market. The tender has been awarded and the service provider has
commenced with the works on site. The project was 78% complete at yearend and the
remaining work completed in the 2012/13 financial year.

> New Consignment offices: This project involves the upgrade of an existing building to provide
office accommodation for the staff that will do consignment control at the new entrance. The
project was 72% complete by the end of the financial year. The remaining works will be carried
over into the 2012/2013 financial year.

> IT UPS: The uninterrupted power supply equipment at IT was operating at 96% capacity and
there was therefore a need to replace it with a bigger unit. The UPS was supplied and installed,
and the project is 100% complete.
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» Consignment UPS- The uninterrupted power supply equipment for the new consignment office
was supplied and was only awaiting the construction phase of the building to be completed so
that could can be fitted. The project was 95% complete by yearend.

Summary of Infrastructure Capex Projects 2011/2012

DESCRIPTION BUDGET ! | COMMENTS
. Road Rehabilitation . R3.5m T There was é saving R330k
Upgrade of Foodbank R700k | There was a saving of R81k
Upgrade of Storm water R1.6m Project was 78% complete
New Entrance R500k | The cost exceeded the budget by R13K
Upgrade of Consignment offices R1.8m Project was 72% complete

Engineer was appointed in early May and

Commissioning standby-generator R2m testing and repair is taking place.
Banana Ripening Humidifiers R2m Project 100% complete

IT UPS R370k | Project was 100% complete
New Consignment Office UPS Project was 98 % complete

The tender was non-responsive and

New Consignment Offices furniture R300k needs to be re-advertised

5.4 Resources

The Infrastructure Department is working on a plan for a slightly extended structure which will facilitate
the handling of smaller maintenance jobs internally.

6. MARKET OF THE FUTURE

6.1 Introduction

The MoF project was approved by Mayoral Committee in November 2010, however the funding model
to be used is not finalized as yet.

A decision was taken to appoint new transaction advisors. It was decided to involve National Treasury

(NT) in this process, which required registration of the project with NT. This registration required CoJ
approval which was obtained.

Continuous close co-operation with the stakeholders and working with them on making JM a better

place, paid off and they are now fully co-operating in the development of the new business processes
for MoF.
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6.2 Value engineering

The Value Engineers pointed out improvement opportunities with the original detail technical designs
of some of the consulting engineers. Some of the available hours of the Value Engineers were also
focused on the incorporation of some of the proposed changes coming out of the interaction process
with stakeholders, to phase in certain elements of the plan over time. The end result is an improved
solution in terms of transition, but as a consequence some additional detail design work will be
required. Some of the MoF elements will also take somewhat longer to implement fully.

6.3 Business processes

The definition of business processes in the organisation is continuing and is a rather involved task,
partly because existing processes have not been fully documented before. Agreement on design
layout has helped to focus the group working on this aspect. The Consignment Control department,
which was least impacted by trading area designs, has completed its processes. Operations, Agents
trading activities and Quality Control are now busy with processes from Goods receipt through to sales
of produce in detail. This task is intense and expected to be completed by August 2013.

As part of these processes, a Business Continuity Plan will be drawn up to ensure effective Market
operation during the construction phase.

6.4 Industry expectations

In view of the unforeseen delays with the project, an effort will be made to refresh communications
with producers and buyers to maintain enthusiasm levels. A large corporate buyer has announced its
return to JM to utilize the services of MoF.

6.5 Competing Computer Trading Platforms

A competing group has commenced trading electronically. The same grouping who previously tried to
establish an alternative market, is now introducing a virtual market system. JM is in the process of
implementing an electronic virtual trading system. The system development had been completed and
this project will be rolled out as soon as Board approval has been granted.

7. SWEATING OF THE ASSETS

7.1 Project Overview

The objective of the project relates to the potential development of the vacant land adjacent to the
Joburg Market with a view to strengthen the Market's core business and to promote a second tier of
revenue generation.

7.2 Development Framework Report

The urban design and development proposals will use the information obtained from all the specialist
reports to make proposals regarding the effective development of the vacant land. These development
proposals will be incorporated into a full urban design framework that will propose the combination of
land use activities, the access points, the linking with engineering services, phasing of the project and
the character of development. The urban design framework will include all actions to be completed
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prior to the construction of the new development, as well as a costing structure to inform the business
plan and to determine the feasibility of the project.

Image 1: Development areas identified on the vacant land

With the combination of all the information obtained through the specialist studies, four development
areas were identified:

Area 1: Approximately 2,5ha of land situated on the western boundary of the study area, adjacent to
the overhead power lines and the proposed road widening of Vickers Road.

Area 2: Approximately 8,0ha of land situated south of the existing Joburg Market and north of the
existing overhead power line servitude area.

Area 3: Approximately 3,4ha of land situated south east of the existing Joburg Market and north of the
flood line area.

Area 4: Approximately 1,4ha of land situated between the overhead power line servitude area and
N17/Vickers Road.

The Development Framework Report identified the total available land for development after taking all

the physical constraints of the vacant land into consideration. It is estimated that approximately 14,5ha
of land is available and suitable for development.
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7.3 The Market Analysis

The Market Analysis has forecasted the potential for various land uses for the SoA vacant land. The
market for industrial, office, retail, and lodging use was assessed and forecasted.

7.4 The Way Forward

One of the key outcomes of the Market Research Report, was the submission of various potential
funding opportunities to get the project SOA launched. The main emphasis thus would be on ensuring
that one submits the business plans to the various forums. The emphasis on the area is to move more
towards and environmentally friendly — eco development whereby the Market has adopted key
“Green” elements that need to be incorporated into the design philosophy of the vacant land.

The following process has been planned for the 2012/2013 financial year.

Project Timeline 1% Quarter 2012 2" Quarter 2012 | 3™ Quarter 2013 | 4" Quarter 2013
i Key deliverables

Preparation of Bid v

Documents for

Engineering Costings

of Services

Appointment of Service v

Provider

Finalization of key v

Costings

Application for v
Additional Funding

Design Property v
Brochure and Design

templates

Approving SCM policy v
on sale/lease of SoA

Land

Submit Bid Docs for v
Installation of

Services/Installation of

Services/Road linkage

Release SoA Land on v
Tender

8. CORPORATE GOVERNANCE

8.1 Introduction

The Board of directors acknowledge that good governance is essentially about effective leadership;
central to the attainment of which are the principles of transparency, integrity and accountability.
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The Board of Directors define strategies that provide direction and establish the ethics and values that
will influence and guide practices and behaviour of the Company and its employees. The objective is
sustainable performance and the sustained and ever improving operation and management of the
municipal service which the Company was mandated to deliver.

Strategy development is an iterative process that takes account of policies, priorities and aspirations of
the Company's stakeholders and is framed by the legislative and other regulatory prescripts that
govern the Company’s provision of a municipal service as well as its commercial, social and other
activities. Through this process, the Board seeks to assure stakeholders that the Company is being

ethically managed within prudent risk parameters in compliance with corporate best practices and the
law.

8.2 The King Code on Good Corporate Governance, 2009 (King Ill)

King Il has broadened the scope of corporate governance with its core philosophy revolving around
leadership, sustainability and corporate citizenship. Sustainability is now the primary moral and
economic imperative and it is one of the most important sources of both opportunities and risks for
businesses. The directors of the Company acknowledge that nature, society, and business are
interconnected in complex ways that need to be understood by decision makers and that good
governance, legal compliance, risk management, financial performance and sustainability are
inseparable parts of the whole of strategy direction and execution.

In order to give effect to the foregoing the Board in consultation with the shareholders directs and
approves the strategies presented by management having satisfied itself that the strategy and
business plans do not give rise to risks that have not been thoroughly assessed, contributes to
identifying key performance and risk areas; ensuring that the strategy will result in sustainable
outcomes; and considering sustainability as a business opportunity that guides strategy formulation.

8.3 Statement of Compliance

The Board and its committees monitor the Company's compliance with King Ill. During the year under
review, the Company complied substantially with its responsibilities under King Ill prepared its annual
and other returns as required in terms of the Companies Act and these are, to the best of knowledge
and belief, true and correct and up to date.

8.4 Code of Ethics

As a municipal entity, the directors and employees of the Company are subject to the Codes of
Conduct set out in respectively schedules 1 and 2 of the Municipal Systems Act. These Codes of
Conduct are fully endorsed by the Board and management of the Company. The Company’s ethical
conduct and legal compliance are the foundation for its position of industry leadership. The Company’s
ability to maintain its leadership position requires that each employee, officer and director exhibits a
high level of personal integrity when interacting with customers, business partners, the shareholder
and each other. Directors, officers and employees must allow honesty, common sense and good
judgment to govern their daily conduct.

Ethical conduct and legal compliance are also foundational principles of good corporate governance.
Good governance cannot be divorced from compliance with the law and, as is further stated in King 111,
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the starting point of any such analysis is the duty of the directors and officers of the Company to
discharge their fiduciary duties and their duty of acting with the necessary care, skill and diligence.

The Board has a zero tolerance approach to non-compliance with the law and, as a condition of
employment, each director, prescribed officer and employee is expected to comply with King Ill and
the Codes of Conduct and will be held accountable if he or she fails to do so. Any violation of the
Codes of Conduct, or any conduct that violates any law, rule, regulation, ethical or professional norm,
is subject to disciplinary action, up to and including termination of employment.

The Company also provide its stakeholders, employees, prescribed officers and directors the means
to confidentially and anonymously report concerns about accounting and auditing matters by calling its
helpline on (011) 375 5555 or toll free on 0800 002 587., which is operated 24 hours a day by
operators employed by the COJ to report any concerns relating to non-compliance, fraud, corruption
or other untoward practices. The helpline provider may also be contacted by web link at
www.joburg.org.za.

8.5 Conflicts of interest

At each formal meeting, all attendees are required to declare their interests in any matter to be
discussed at the meeting in accordance with the relevant provisions of the regulatory framework.
During the year under review, no such conflicts of interest were declared.

8.6 Meeting attendance

E‘Qee;t;;z::f’ Audit Membership Board éﬂﬁﬁ;’&i : 5 Remuqeration (Szgrr:iri?nlzglivery Overall
ommittee (IAC) (BOD) (ARC) Committee (RC) (SDC) attendance
members

L Tshwete BOD 9 - - - 100%
B Netshiswinzhe BOD, RC 5 - 2 - 41%

C Finlayson* BOD, RC, SDC | 4 - 1 1 29%

G Zabala BOD, RC 10 - 7 - 100%
M Morokolo BOD, SDC 9 - - 4 93%

M Vuso BOD, ARC 9 5 - - 82%

N Singh BOD, ARC,RC | 8 7 5 - 91%

R Manning BOD, RC 8 - 4 - 71%

S Nggangweni BOD, RC, SDC | 8 - 5 4 81%

A Nel (IAC) ARC - 2 - - 29%
gASg)“angura ARC ; 5 - - 71%
I('\I’Al'cr:\)eunissen ARC ) 3 ) i} 43%
Number of meetings 10 7 7 4 100%

* Mr Finlayson retired during the course of the year.

8.7 Board of Directors

The Company has a unitary Board of directors, during the year under review comprised of one
Executive and ten non-executive directors. Non-executive directors contributed an independent view
to matters under consideration and added to the depth of experience at board level. The Board was
chaired by a non-executive director, Mr. Lennox Tshwete and met ten times during the course of the
year.
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The chairperson has no executive functions and the roles of Chairperson and the CEO are separate,
with responsibilities divided between them. Members have unlimited access to the Company
Secretary, who acts as an advisor to the Board of Directors and its sub-committees on matters

including compliance with Company policy and procedures, statutory regulations and best corporate
practices.

The directors of the Company individually and collectively have unfettered powers to manage the
company within the framework of law of general application and the constitutional documents of the
Company. The directors must discharge their responsibilities in accordance with their fiduciary duties
to in good faith act in the best interests of the Company, exercise their powers for a proper purpose
and within the scope of their authority and to exercise independent judgement in the decision-making
processes of the Board and its committees. In addition, they must act with the necessary care, skill
and diligence expected of individuals in their particular position and has a duty to prevent any conflict
of interest between their own opportunities and that of the Company.

The Board is responsible for ensuring the continued success of the Company and is guided therein by
its charter and the priorities identified by its shareholder and other stakeholders. As such, the Board is

the link between stakeholders and management who must give effect to the strategy directed by the
Board.

The Board met regularly, at least once per quarter and retained oversight over the Company. The
Board of is accountable to the City of Johannesburg Metropolitan Municipality, the Company's parent
municipality and sole shareholder, and the other stakeholders of the Company. The chairperson of the
Board reports to the Member of the Mayoral Committee for Economic Development on a quarterly
basis. The Board provides regular reports as well as an annual report on its performance and service
delivery to the parent municipality as prescribed in the Service Delivery Agreement, the MFMA and the
MSA.

Special meetings were convened for purposes of approving the annual financial statements and
annual report of the Company for the financial year ended 30 June. The remaining meetings were
convened for purposes of evaluating the Company’s financial and organisational performance.

8.8 Board Committees

The Board has three standing committees: the Audit and Risk Committee; the Remuneration
Committee and the Service Delivery Committee. These committees are properly constituted and
mandated and comprised of the members of the Board and, in the case of the Audit and Risk
Committee, independent members who are not directors of the Company.

Audit and Risk Committee

The Audit and Risk Committee consisted of the following non-executive directors and independent
members:

Ms. N Singh (non-executive director and acting chairperson)
Ms. M Vuso (non-executive director)

Mr. R Theunissen (independent member)

Prof. A Nel (independent member)

Dr. C Sanangura (independent member)
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The role of the Audit and Risk Committee is to assist the Board by performing an objective and
independent review of the functioning of the Company’s finance, accounting control mechanisms and
risk management. The Audit and Risk Committee exercises its functions through close liaison and
communication with the internal and external auditors.

The Audit and Risk Committee discharges its functions in accordance with a Charter approved by the
Board with regard to ensuring compliance with applicable legislation and the requirements of
regulatory authorities; matters relating to financial accounting, accounting policies, reporting and
disclosures; internal and external audit policy; activities, scope, adequacy and effectiveness of the
internal audit function and audit plans; review/ approval of external audit plans, findings, problems,
reports and fees; compliance with code of ethics and monitoring of risk in terms of the COJ risk
standards and policy.

The Audit and Risk Committee met seven times during the year under review and has reviewed and
considered the annual financial statements of the Company and, it being a fair representation of the
financial affairs of the Company, recommended the approval thereof to the Board. In addition, the
Committee satisfied itself as to the competency of the chief financial officer and the internal auditor as
well as the independence of the external auditor of the Company. In the opinion of the Board, the
Audit and Risk Committee has properly executed its statutory and other responsibilities during the
year under review.

The head of Internal Audit, the Senior Manager: Internal Audit, reports functionally to the chair of the
Audit and Risk committee and administratively to the Chief Executive Officer. The Internal Audit
Activity is operating from the in-house resources.

Its audits followed an integrated risk based approach, taking into account the need for on-going
engagement with other Joburg Market and COJ assurance providers to ensure combined assurance
and maximize the combined value to the Joburg Market. The internal audit plan is a three-year rolling

for the period ending 30 June 2014 and one-year operational plan for the financial year ending 30
June 2012.

The following roles and responsibilities were carried out during the year under review:

e Considered the effectiveness of Internal Audit, which included reviewing and approving the
annual internal audit plan and the internal audit charter and monitoring Internal Audit's
adherence to its annual programme;

e Received and reviewed reports from the internal auditors concerning the effectiveness of the
Company's internal control environment, systems and processes;,

e Reviewed the adequacy and appropriateness of management’s corrective action plan as a
consequences of audit findings;

e Considered all material forensic reports and established that appropriate corrective action was
taken by management; and

e Made appropriate recommendations to the Board regarding the corrective actions to be taken
as a consequence of the audit findings.

e To monitor and supervise the effective functioning and performance of the internal auditors;
and

e To ensure that the scope of the internal audit function has no limitations imposed by
management and that there is no impairment on its independence.
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Remuneration Committee

The Remuneration Committee consisted of the following non-executive directors:

Mr. Griffith Zabala (non-executive director and chairperson)

Ms. R Manning (non-executive director)

Dr. S Nggangweni (non-executive director)

Mr. B Netshiswinzhe (non-executive director)

Ms. N Singh (non-executive director)

Mr. C Finlayson (non-executive director), (retired on October 2011)

The Remuneration Committee advises the Board on remuneration policies, remuneration packages
and other terms of employment of the executive managers and directors of the Company in
accordance with the framework provided by the shareholder of the Company. Its specific terms of
reference also include recommendations to the Board of Directors on matters relating inter alia,
general remuneration, performance and other bonuses, non-executive and independent audit
committee members’ fees, service contracts, option schemes and retirement funds. The Committee
met seven times during the year under review and in the opinion of the Board, properly executed its
responsibilities.

Service Delivery Committee

The Service Delivery Committee consisted of the following non-executive directors:

Mr. M Morokolo (non-executive director and chairperson)
Dr. S Nggangweni (non-executive director)
Mr. C Finlayson (non-executive director), (retired on October 2011)

The Service Delivery Committee was established to guide and assist the Board with its role of
overseeing a strategic fit between the mandates contained in the Service Delivery Agreement entered
into between the Company and its parent municipality and the strategic plans of the Company,
directing and guiding the Company in terms of strategy and policy formulation and guiding the
Company on alignment of resources in relation to implementation of strategic objectives. This includes
overseeing and directing the development of strategy in view of economic developments affecting the
fresh produce industry, increased competition and market requirements and the development of new
requirements for food safety, quality and security.

The Service Delivery Committee is responsible for reviewing the organisational needs and objectives
in line with the Company’'s mission and/or goals in the functional areas of marketing and
communications strategy operations adequacy within the market environment, information services /
technology support to the Company and strategic planning and alignment with shareholders.

The Service Delivery Committee met four times during the year under review and in the opinion of the

Board, properly executed its responsibilities.

9. SUSTAINABILITY REPORT

9.1 Sustainability Vision

The Joburg Market's vision of a sustainable future is embedded in its quest to deliver world class

Market Services to the citizens of Johannesburg and the broader client bases it serves. The latter
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includes nourishment on a daily basis through the provision of suitable quantities and qualities of fresh
produce.

In achieving this task JM views human creativity as precious input in ensuring innovative services that
will through proper and transparent market systems enable our producers to continue to produce on a
sustainable basis fresh produce. JM will therefore seek to generate now and in the future on an

equitable basis services and facilities at fair value for money rates to its clients.

Through the diligent application of policies and adherence to food safety and food quality imperatives
JM will contribute towards a healthy consumer community over the long term.

The JM will constantly engage with its stakeholders and exchange ideas as part of its active

sustainability drive.

9.2 Sustainable Policies and Strategies

The company has progressed well in developing its strategies for sustainability. In particular a matrix

to address sustainability risks, were developed and is depicted below:

Key Risks | Category of Risk and Management Response
Funding Financial Risk

Ageing infrastructure and potential fluctuation in
incomes from ad valorem sales commission also
requires from the entity to consider diversified
trading options.

In process of obtaining permission from the
shareholder to implement a Premium Hall trading
system.

Competitor Actions

Bypassing of the Joburg market and its trading
system. The latter include stakeholders posing
the threat of establishing an alternative market.

External Environment

Continuous refinement of  stakeholder's
relationships and the introduction of protocols in

quality assurance.

Industry required credit facilities

Clients term credit facilities.

require longer
Producers often grant credit directly to buyers
and in the process divert business away from the

Joburg Market.

Financial
Credit facility management and debtors refined
and improved. The Joburg Market plan to

introduce a credit facilitation function.

Local and national regulatory environment
The Joburg Market finds itself exposed to

complex agricultural regulations which the client
base of JM is diverse widely dispersed and

interpreted in different ways by stake-holders.

Regulatory
The JM continuously refine policies governing

agents and tenants on the market site to develop
a common understanding of laws and bylaws.
Processes are also continuously monitored for
gaps and consequently adjusted.
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Business Interruption
Power outages, including the risk of power
interruptions may lead to loss of produce through
cold storage failure or pilferage as the market

facility is also a continuous operation.

External Environment
The JM focus strongly on:
*Maintenance of power generation units
*Backup units (UPS)
Business continuity planning is also continuously
refined.

Food Security
The Joburg Market is committed to food security
in the COJ area of jurisdiction.

External Environment

The Joburg Market has established

— Its own Foodbank for fresh produce

— Involved Foodbank SA, a NGO to provide dry
goods

The Joburg Market is also refining a food security

plan.

Service Delivery

The JM is competing with the private sector to
retain critical skills.
Contracts of staff are limited to a fixed period

which often entices staff to explore alternative

Human Capital

The JM has introduced succession, retention and
skills development policies.

The JM has also through its efforts achieved the

rating as one of South Africa’s employers of

employment opportunities. choice.

Over the past year, JM has engaged in intensive strategic evaluation and planning sessions. The
outcome of the latter will inter alia lead to the adoption of a sustainability policy.

As stated in past years as well it remains the philosophy to ensure that stakeholders and their
activities, which are integrated with the JM activities, are at all times considered in ensuring a vibrant
future for all. The company therefore also believes that its multi-faceted approach towards BEE will be
crucial in ensuring that targets groups form part of sustainable growth strategies.

9.2.1 Material Issues

It remains the objective of the company to render the best value for money services and to innovate
accordingly. The JM and other Markets are limited in its endeavours to deliver in this regard. This is

due to the continued resistance experienced against the increase of ad valorem market commission
which is currently set at 5 percent on the gross value of produce sold.

In moving towards the implementation of the MoF, the modern day requirements of the buyer and
consumer, the JM will continue to engage its production stakeholders to find innovative ways in
addressing the challenges and to find common ground.

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

JM is committed to service excellence in its unique operations in a fashion which will achieve
maximum results for the shareholder whilst maintaining its well-known esprit de corps and rendering

services to its clientele at fair value. Support to the less privileged is also maintained as a key value.

9.3.2 Revenue Streams

The main income stream of JM remains the income from ad valorem commission payable by suppliers
to the market at 5 percent of the gross value of each consignment sold. JM is currently planning
projects to diversify its income streams.

9.4 Risk Management and Governance

In line with the risks standards set by the CoJ the entity continued to refine its risk management
programme. Such risk management programmes are executed in terms of Sections 62 (c) and 95 (c)
of the MFMA.

In addition to independent risk assessments and valuations conducted by JRAS the Audit & Risk
Committee of the company conducts oversight of all matters of risk and through the expertise

represented on the committee provide guidance to the entity in respect of risk controls.

During the period under review the Board of Directors monitored the execution of the following risk
policy documents which are all aligned to the CoJ Risk Standards Manual:

- Risk policy

—  Fleet Risk policy

— Risk appetite assessment

—  Fraud prevention policy

—  Code of ethics

Additionally the company also conducted a full evaluation to convert its current compliance control

from King Il to the King Ill standard as well as compliance requirements relative to the new companies
act.

The company also developed a new business continuity plan under the guidance and training
provided by JRAS and its service providers. The operational risk registers were converted to a new
standard and were tested independently by JRAS. All risk registers serve at monthly MANCO

meetings to ensure horizontal integration on risks the operations of JM are exposed to.
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In close co-operation with JRAS, compliance to the insurance imperatives of CoJ is maintained. All
insurance claims are vetted and duly reported through prescribed channels. The company is
continuing to provide risk training to staff members and re-enforce a culture of risk management
amongst if staff core.

9.5 Economic Impact

The company is able to meet all its commitments and does not carry any debt relating to services
rendered by the parent municipality or other local or national authorities. The following table of ratios
confirms the position of the company:

Financial [
J Unit 2012 2011 2010 2009 2008 2007
Ratio
Liquidity % 115 88 71 69 65 50
Solvency % 65 72 78 86 92 107
Interest
X 4.98 412 3.10 2.47 1.90 0.95

cover

9.6 Socio Economic Development

JM remains committed to the quest of partnering with CoJ in developing a sound food security
strategy for the citizens of Johannesburg. In this regard the entity has embarked on an exercise to
review its roll in food security and how a new relationship is to be forged with stakeholders in the food
industry. JM has again continued with its role to support the poor through its food bank system which
is being operated in close conjunction with the CoJ.

Both emerging producers and emerging agents achieved a larger market share in trading on the
Joburg Market. JM will continue to focus on targeted groups through its Targeted Groups function.

9.6.1 Food Donations

Despite the current decline in the economy fresh produce donations to the food bank could be
increased.

In conjunction with CoJ the entity was able to distribute food parcels to indigent families (NGO’s) and
child headed families. Further planning sessions will be conducted in the new year to enhance this
activity and to better serve the targeted groups. The number of Foodbank donations made by the
Foodbank was increased with 361%

The food bank facilities were also upgraded to ensure compliance to food handling standards and to
widen the scope of services to better serve beneficiaries.
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9.7 Transformation and Empowering Employees

JM remains committed to the development of its employees. Performance is rewarded on a regular
basis and employees are involved in planning the future activities of the company through a number of
forums. The latter includes breakaways, planning sessions and training. Mentoring as a form of skills
transfer, forms part of day to day activities.

The company is reflective of the transformation imperatives set for it. It still remains a key challenge to
ensure wider representation by physically disabled individuals due to operational realities. The
company remains committed in growing the numbers of such staff members and plans a service
platform operated by disabled employees under its EPWP programme.

The first phase of the training academy has been launched. Currently the JM Academy trains EPWP
workers in various skills.

Through its wellness centre JM continued to ensure that HIV/AIDS are addressed through proper
medication and education. Various activities and programmes are highlighted under the Human
Resources section of this report.

9.8 Small Business Development

The company is now geared through its Targeted Groups function to serve its objectives in youth and
women development from a sound base.

The Mandela Market facility was further upgraded to provide more space and enabling entrepreneurs
to offer wider assortments of produce to their clientele. Opportunities for the youth and other

entrepreneurs will be investigated at the Mandela Market during the forthcoming year.

9.9 Environment Responsibility

JM remains aware of the impact of global warming on the production of fresh fruit and vegetables.
Often crops are damaged by consequent elements of weather disaster affecting supply levels to the
Market facility.

Being mindful of the dangers of gas emissions caused by vehicles and handling equipment, the JM is
firmly moving towards the sole usage of battery operated units in the storage areas of its envisaged
Premium Hall developments.

Organic material forms a substantial part of waste which the entity plans to make available for
innovative green projects.

Since food safety forms part of its core services the JM through its laboratory and associated expertise
ensure that cleansing and sanitation of the Market is conducted through approved cleansing

chemicals. Produce is also tested to ensure that produce is free of any pesticide or other chemical
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residues. The company supports nature friendly cultivation methods and currently evaluate its role in

the implementation of the recently promulgated consumer protection act.

9.10 Occupational Health and Safety

JM finds itself in a unique operating environment. Various stakeholders are conducting physical
functions impacting on the business success of the entity. The usage of mechanical handling
equipment remains a danger and the enforcement of a code of conduct for operators as well as
monitoring mechanisms were intensified during the year under review.

Training and stakeholder engagement are continues activities employed to enhance safety on the
market. During the year under review it became evident that focused application of market rules and
the associated system of fines contributed significantly towards the curbing of incidents involving
forklift trucks.

9.11 Stakeholder Engagement

The Board of Directors participated and supported management in engaging with key stakeholders.
The latter, being to assist in the establishment of the MoF.

Stakeholder expectations are considered during strategic planning sessions. Stakeholders have
unique requirements of the JM in terms of modern day marketing conditions. The company is
confident that through its stakeholder engagement and the conclusion of a value engineering process,
it will be able to position the JM strategically to ensure its long term sustainability.

9.12 IT Sustainability

Sustainability in the IT environment encompasses the ability to create cost saving operational
methods, models and technology to ensure a lowered carbon footprint.

Being aware of its responsibility in this regard the JM is working diligently towards capturing in excess

of 20 000 daily electronic transactions, in a virtualized environment as far as practically possible.

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

It will also be a continuous drive to ensure lower power consumptions and adherence to service level
agreements.

IT improvements and refinements form part of the culture of the organization to continuously innovate.
The latter will be done across the IT service delivery chain from the farm to our buyers. Food safety
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and traceability control elements will be built into the IT system and the services we provide to our
clientele.

10. AUDITED FINANCIAL STATEMENTS
10.1 Introduction

The Audit and Risk Committee (the Committee) is pleased to present its report for the financial year
ended 30 June 2012.

Johannesburg Fresh Produce Market SOC Ltd (the Company) is a municipal entity wholly owned by
the City of Johannesburg (the Shareholder). This report is therefore presented in accordance with the
requirements of the statutory responsibilities of Audit Committees, as contained in Section 166 of the
Municipal Finance Management Act, 56 of 2003 (MFMA), Section 270A of the Companies Act, 61 of
1973, (as amended) (the Companies Act 1973) and Section 94 of the Companies Act. 71 of 2008 (as
amended) (the Companies Act 2008), which came into effect on 01 May 2011 and the
recommendations contained in the King Reports on Governance for South Africa.

The committee is a statutory committee which also has an independent role with accountability to the
Board and the Shareholder. The Committee is constituted as a statutory committee of the Company in
respect of its statutory duties in terms of section 94 (7) of the Companies Act 2008 and a committee of
the Board in respect of all other duties assigned to it by the Board. The Audit Committee is also an
independent advisory body established by the Board in terms of Section 166 of the MFMA.

The Committee has documented its objectives, authority and responsibilities in a formal Audit and
Risk Committee Charter (the Charter). The Charter was last reviewed on 02 June 2011 by the
Committee. The Charter will be reviewed on a continuous basis to incorporate, inter alia, the
requirements the King reports on governance and the Companies Act 2008. The Committee
conducted its affairs in accordance with its mandate as set out in the Charter, executed its
responsibilities in terms of its statutory duties and has endeavoured to comply with the requirements of
King 11l with the exception of integrated and sustainability reporting, the applicability of which is being
researched and considered.

10.2 Committee Composition

The Committee has been appointed by the shareholder. The Committee comprises two independent
Directors and three Independent Members, who are not members of the Board or employees of the
company or it's Shareholder. The Chairman of the Board is not the Chairman of the Committee and is
not a member of the Committee. The Committee has no executive Directors as members; however the
Acting Chief Executive Officer, the Acting Chief Financial Officer and other members of the executive
management have standing invitations to attend meetings of the Committee. The Committee met

seven times during the period under review and appropriate feedback was provided to the Board on
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matters that are within the mandate of the Committee. The Committee was chaired by Ms Singh in an
acting capacity until the date of the Annual General Meeting held on 24 April 2012. Ms Singh was
elected as chair of the Committee on 24 August 2012.

NAME OF ROLE APPOINTMENT QUALIFICATIONS ATTENDANCE
MEMBER DATE
Ms N Singh Non-Executive 26 January 2009 e CA(SA) 717
Director; Acting e CCSA
Chairman e CGAP

e Certificate in Fraud
Examination & Forensic
investigation (Cum

Laude)
Mr S Mbedzi Non-Executive 25 April 2012 e B. Arts, Honours in B. Nil
Director Arts (Geography)

Masters in Town and
Regional planning,
World Bank Internship,
Senior Executive

Programme
Ms M Vuso Non-Executive 10 August 2006 » CA(SA) 5/7
Director Retired 25 April
2012
Mr R Theunissen independent 01 January B ACC,CA (SA) 317
Committee 2007 ¢ Diploma in Criminal
Member Justice and Forensic
Auditing
Prof A Nel Independent 26 January 2010 ¢ M Comm, CA(SA) 217
Committee Retired 25 April
Member 2012
Dr C Sanangura Independent 17 March 2011 ¢ Doctorate Bus Admin, 517
Committee MBA,ACCA, FCIS,
Member FCIBM, Bsc(Hons) App
Acc
Mr P Moodley Independent 25 April 2012 e CA (SA), PAAB Nil
Committee B. Accounting, Post
Member graduate diploma in

Accounting, Advanced
Certificate in Auditing

The effectiveness of committee is reviewed as part of the board and committee evaluation process

each year. All members of the Committee are suitably skilled and experienced and independent and
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the Committee has collectively and individually, sufficient qualifications and experience to fulfil their
duties, including an understanding of the financial and sustainability reporting, internal financial
controls, external audit process, internal audit process, corporate law, risk management, sustainability,
information technology governance as it relates to integrated reporting and governance processes
within the Company.

10.3 Role of the Committee

The Committee performed, inter alia, the following main activities:

External Auditors

e Received and reviewed reports from the external auditors concerning the effectiveness of the
Company's internal control environment, systems and processes;

e Made appropriate recommendations to the Board regarding the corrective actions to be taken as
a consequence of the audit findings

e Obtained assurance from the external auditors that adequate accounting records are being
maintained by the Company and appropriate accounting principles are in place and which are
consistently applied;

e Reviewed and approved the external audit plan
¢ Noted the annual audit fee; and

o Ensured that the scope of the external audit has no limitations imposed by management and that
there is no impairment on its independence.

The Auditor-General is the External Auditor of the company in terms of Section 92 of the MFMA. The
independence and objectivity of the Auditor-General is confirmed.
Internal Audit

o Considered the effectiveness of Internal Audit, which included reviewing and approving the
annual internal audit plan and the internal audit charter and monitoring Internal Audit’s adherence
to its annual programme;

o Received and reviewed reports from the internal auditors concerning the effectiveness of the
Company'’s internal control environment, systems and processes;

» Reviewed the adequacy and appropriateness of management’s corrective action plan as a
consequences of audit findings;

e Considered material forensic reports presented and established that appropriate corrective action
was taken by management; and

» Made appropriate recommendations to the Board regarding the corrective actions to be taken as
a consequence of the audit findings.

e Monitored and supervised the effective functioning and performance of the internal auditors; and
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e Ensured that the scope of the internal audit function has no limitations imposed by management
and that there was no impairment on its independence.

The head of Internal Audit, the Senior Manager: Internal Audit, reports functionally to the committee
and administratively to the Chief Executive Officer. The Internal Audit Function was performed
internally and complemented with external resources where necessary. For the year under review
there had been capacity challenges within the department, exacerbated by prolonged delays in
certain appointments. At date of compilation of this report the department has since been capacitated

and remedial interventions made by management.

Risk Management

s Performed oversight in respect of financial reporting risks, internal financial controls, fraud risk
and IT risk as it relates to financial reporting ;

e Assisted the Board in assessing the adequacy of the risk management process. However, the
Board remains ultimately responsible for the maintenance of an effective risk management
process;

o Fulfilled an oversight role regarding financial reporting risks, internal financial controls, fraud risk
as it relates to financial reporting and information technology risks as they relate to financial
reporting.

During the course of the 2012 financial year, the Committee, together with the Board, considered the
risk management approach, methodology and key control risks of the Company. The Committee has
made recommendations on the management approach and structure to ensure an elevation of the
risk management profile and to further enhance its effectiveness. The Committee is satisfied that the

key control risks are being adequately addressed by management.

General

e Reviewed the accounting practices adopted by the Company;

e Reviewed the accounting policies adopted by the Company and proposed changes in
accounting policies and practices, and recommended any changes considered appropriate in
terms of GRAP to the Board for approval;

e Reviewed and recommended disclosed financial information for adoption by the Board;

o Considered the programmes introduced to improve the overall ethics of the Company and
reviewed reports from management and the internal auditors relating to material issues;

e Monitored ethical conduct by the Company, its Executives and senior management;

e Monitored the Company's compliance with all applicable legislation and regulations, including
without limitation, the companies Act, the MFMA, and the Treasury Regulations;

e Reported on terms of unauthorized and fruitless and wasteful and irregular expenditure in terms
of the MFMA.
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e Ensured cooperation between the External Auditor and Internal Audit by clarifying and co-
ordinating their roles and functions and that the combined assurance received is appropriate to
address all significant risks;

e Assisted the Board in carrying out its risk management and IT responsibilities; and

* Received and dealt appropriately with any complaints and/or allegation of wrongdoing including
fraud.

The Committee is presented with regular quarterly management reports to assist the Committee to
perform their mandated and statutory functions.

The Internal Auditors and External Auditors have direct access to the Chairman of the Committee and
its members. The Committee’s agenda provides for confidential one-on-one in-committee meetings
with the members.

10.4 King Recommendations

Assessment of the Finance Function

The Chief Financial Officer (CFO) has been acting since January 2011. The Committee assessed
whether the finance function was suitably resourced and skilled to carry out its obligations. Based on

the assessment additional resources was utilised where necessary.

Internal Financial Control Environment

Concerted efforts were made to address the findings of audit reports and we have been given the
assurance that adequate corrective measures have been put in place. The Committee is monitoring

the steps being taken by management to address the issues raised.

Based on the assessment of the system of internal financial controls conducted by Internal Audit, as
well as information and explanations given by management and discussions held with the external
auditors on the results of their audit and the assurance given by the Shareholder, the committee is of
the opinion that the system of internal financial controls is effective and forms a basis for the

preparation of reliable financial statements in respect of the year under review.

Annual Financial Statements
The Committee has evaluated the audited annual financial statements for the year ended 30 June

2012 and reviewed it for material compliance with legislation, regulations and the appropriate
accounting policies, standards and practices.
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The Johannesburg Fresh Produce Market SOC Limited
(Registration number 2000/023383/07)

Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Directors' Responsibilities and Approval

The directors are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting
records and are responsible for the content and integrity of the annual financial statements and related financial
information included in this report. It is the responsibility of the directors to ensure that the annual financial statements
fairly present the state of affairs of the entity as at the end of the financial year and the results of its operations and cash
flows for the period then ended. The external auditors are engaged to express an independent opinion on the annual
financial statements and was given unrestricted access to all financial records and related data.

The annual financial statements have been prepared in accordance with South African Standards of Generally

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

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements 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 entity and all employees are required to maintain the highest ethical standards in ensuring
the entity’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk
management in the entity is on identifying, assessing, managing and monitoring all known forms of risk across the entity.
While operating risk cannot be fully eliminated, the entity 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

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 entity's cash flow forecast for the year to 30 June 2013 and, in the light of this review and

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

The annual financial statements are prepared on the basis that the entity is a going concern and that the The City of

Johannesburg Metropolitan Municipality has neither the intention nor the need to liquidate or curtail materially the scale of
the entity.

The external auditors are responsible for independently auditing and reporting on the entity's annual financial statements.
The annual financial statements have been examined by the entity's external auditors.

Approval of annual financial statements:

The annual financial statements set out on pages 11 to 66, w'm
approved by the directors on 29 November 2012 and were signed on its b

W, . LW

Ms M Mpofu (dhairman) MrR iDenge (Nc‘t‘ing Chief Executive Officer)

een prepared on the geing concern basis, were

Johannesburg
29 November 2012




The Johannesburg Fresh Produce Market SOC Limited

(Registration number 2000/023383/07)
Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Audit and Risk Committee Report

The Audit and Risk Committee (the Committee) is pleased to present its report for the financial year ended 30
June 2012.

INTRODUCTION

Johannesburg Fresh Produce Market SOC Ltd (the Company) is a municipal entity wholly owned by the City of
Johannesburg (the Shareholder). This report is therefore presented in accordance with the requirements of the
statutory responsibilities of Audit Committees, as contained in Section 166 of the Municipal Finance Management
Act, 56 of 2003 (MFMA), Section 270A of the Companies Act, 61 of 1973, (as amended) (the Companies Act
1973) and Section 94 of the Companies Act. 71 of 2008 (as amended) (the Companies Act 2008), which came

into effect on 01 May 2011 and the recommendations contained in the King Reports on Governance for South
Africa.

The commitiee is a statutory committee which also has an independent role with accountability to the Board and
the Shareholder. The Committee is constituted as a statutory committee of the Company in respect of its
statutory duties in terms of section 94 (7) of the Companies Act 2008 and a committee of the Board in respect of

all other duties assigned to it by the Board. The Audit Commitiee is also an independent advisory body
established by the Board in terms of Section 166 of the MFMA.

The Committee has documented its objectives, authority and responsibilites in a formal Audit and Risk
Committee Charter (the Charter). The Charter was last reviewed on 02 June 2011 by the Committee. The
Charter will be reviewed on a continuous basis to incorporate, inter alia, the requirements the King reports on
governance and the Companies Act 2008. The Committee conducted its affairs in accordance with its mandate
as set out in the Charter, executed its responsibilities in terms of its statutory duties and has endeavoured to
comply with the requirements of King Il with the exception of integrated and sustainability reporting, the
applicability of which is being researched and considered.

COMMITTEE COMPOSITION

The Committee has been appointed by the shareholder. The Committee comprises two independent Directors
and three Independent Members, who are not members of the Board or employees of the company or its
Shareholder. The Chairman of the Board is not the Chairman of the Committee and is not a member of the
Committee. The Committee has no executive Directors as members; however the Acting Chief Executive Officer,
the Acting Chief Financial Officer and other members of the executive management have standing invitations to
attend meetings of the Committee. The Committee met seven times during the period under review and
appropriate feedback was provided to the Board on matters that are within the mandate of the Committee. The
Committee was chaired by Ms Singh in an acting capacity until the date of the Annual General Meeting held on
24 April 2012. Ms Singh was elected as chair of the Committee on 24 August 2012.

NAME OF ROLE APPOINTMENT QUALIFICATIONS ATTENDANCE
MEMBER DATE
Ms N Singh Non Executive 26 January 2009 e CA(SA) 717
Director; Acting ¢ CCSA
Chairman e CGAP
o Certificate in Fraud

Examination & Forensic
investigation (Cum

Laude)
Mr S Mbedzi Non Executive 25 April 2012 e B. Arts, Honours in B, Nil
Director Arts (Geography) Masters

in Town and Regional
planning, World Bank
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Audit and Risk Committee Report

Internship, Senior
Executive Programme
Ms M Vuso Non Executive 10 August 2006 e CA(SA) 57
Director Retired 25 April
2012
Mr R Theunissen Independent 01 January B ACC,CA (SA) 317
Committee 2007 ¢ Diploma in Criminal
Member Justice and Forensic
Auditing
Prof A Nel Independent 26 January 2010 e M Comm, CA(SA) 217
Committee Retired 25 April
Member 2012
Dr C Sanangura Independent 17 March 2011 o Doctorate Bus Admin, 5/7
Committee MBA,ACCA, FCIS,
Member FCIBM, Bsc(Hons) App
Acc
Mr P Moodley Independent 25 April 2012 e CA(SA), PAAB Nil
Committee B. Accounting, Post
Member graduate diploma in
Accounting, Advanced
Certificate in Auditing

The effectiveness of committee is reviewed as part of the board and committee evaluation process each year. All
members of the Committee are suitably skilled and experienced and independent and the Committee has
collectively and individually, sufficient qualifications and experience to fulfil their duties, including an
understanding of the financial and sustainability reporting, internal financial controls, external audit process,
internal audit process, corporate law, risk management, sustainability, information technology governance as it

relates to integrated reporting and governance processes within the Company.

ROLE OF THE COMMITTEE

The Committee performed, inter alia, the following main activities:

External Auditors

* Received and reviewed reports from the external auditors concerning the effectiveness of the Company's

internal control environment, systems and processes;

e Made appropriate recommendations to the Board regarding the corrective actions to be taken as a

consequence of the audit findings

* Obtained assurance from the external auditors that adequate accounting records are being maintained by
the Company and appropriate accounting principles are in place and which are consistently applied:;

* Reviewed and approved the external audit plan
e Noted the annual audit fee; and

» Ensured that the scope of the external audit has no limitations imposed by management and that there is

no impairment on its independence.

The Auditor-General is the External Auditor of the company in terms of Section 92 of the MFMA. The

independence and objectivity of the Auditor-General is confirmed.

Internal Audit

» Considered the effectiveness of Internal Audit, which included reviewing and approving the annual internal
audit plan and the internal audit charter and monitoring Intemal Audit's adherence to its annual programme;
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¢ Received and reviewed reports from the internal auditors concerning the effectiveness of the Company's
internal control environment, systems and processes;

* Reviewed the adequacy and appropriateness of management's corrective action plan as a consequences
of audit findings;

» Considered material forensic reports presented and established that appropriate corrective action was
taken by management; and

e Made appropriate recommendations to the Board regarding the corrective actions to be taken as a
consequence of the audit findings.

e Monitored and supervised the effective functioning and performance of the internal auditors; and

¢ Ensured that the scope of the internal audit function has no limitations imposed by management and that
there was no impairment on its independence.

The head of Internal Audit, the Senior Manager: Internal Audit, reports functionally to the committee and
administratively to the Chief Executive Officer. The Intemal Audit Function was performed internally and
complemented with external resources where necessary. For the year under review there had been capacity
challenges within the department, exacerbated by prolonged delays in certain appointments. At date of

compilation of this report the department has since been capacitated and remedial interventions made by
management.

Risk Management
e Performed oversight in respect of financial reporting risks, internal financial controls, fraud risk and IT risk
as it relates to financial reporting ;
» Assisted the Board in assessing the adequacy of the risk management process. However, the Board
remains ultimately responsible for the maintenance of an effective risk management process;
=  Fulfilled an oversight role regarding financial reporting risks, internal financial controls, fraud risk as it
relates to financial reporting and information technology risks as they relate to financial reporting.

During the course of the 2012 financial year, the Committee, together with the Board, considered the risk
management approach, methodology and key control risks of the Company. The Committee has made
recommendations on the management approach and structure to ensure an elevation of the risk management
profile and to further enhance its effectiveness. The Committee is satisfied that the key control risks are being
adequately addressed by management.

General
¢ Reviewed the accounting practices adopted by the Company;

* Reviewed the accounting policies adopted by the Company and proposed changes in accounting policies

and practices, and recommended any changes considered appropriate in terms of GRAP to the Board for
approval,

* Reviewed and recommended disclosed financial information for adoption by the Board;

o Considered the programmes introduced to improve the overall ethics of the Company and reviewed reports
from management and the internal auditors relating to matenial issues;

e Monitored ethical conduct by the Company, its Executives and senior management;

* Monitored the Company's compliance with all applicable legislation and regulations, including without
limitation, the companies Act, the MFMA, and the Treasury Regulations;

* Reported on terms of unauthorized and fruitless and wasteful and irregular expenditure in terms of the
MFMA,

¢ Ensured cooperation between the External Auditor and Internal Audit by clarifying and co-ordinating their
roles and functions and that the combined assurance received is appropriate to address all significant risks;
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* Assisted the Board in carrying out its risk management and IT responsibilities; and
» Received and dealt appropriately with any complaints and/or allegation of wrongdoing including fraud.

The Committee is presented with regular quarterly management reports to assist the Committee to perform their
mandated and statutory functions.

The Internal Auditors and External Auditors have direct access to the Chairman of the Committee and its

members. The Committee's agenda provides for confidential one-on-one in-committee meetings with the
members.

King Recommendations

Assessment of the Finance Function

The Chief Financial Officer (CFO) has been acting since January 2011. The Committee assessed whether the
finance function was suitably resourced and skilled to carry out its obligations. Based on the assessment
additional resources was utilised where necessary.

Internal Financial Control Environment

Concerted efforts were made to address the findings of audit reports and we have been given the assurance that

adequate corrective measures have been put in place. The Committee is monitoring the steps being taken by
management to address the issues raised.

Based on the assessment of the system of internal financial controls conducted by Internal Audit, as well as
information and explanations given by management and discussions held with the external auditors on the results
of their audit and the assurance give by the Shareholder, the committee is of the opinion that the system of

internal financial controls is effective and forms a basis for the preparation of reliable financial statements in
respect of the year under review.

Annual Financial Statements

The Committee has evaluated the audited annual financial statements for the year ended 30 June 2012 and

reviewed it for material compliance with legislation, regulations and the appropriate accounting policies,
standards and practices.

The high vacancy rate at senior management and executive level continued to be a high risk. The Institutional
Review undertaken within The City of Johannesburg Metropolitan Municipality and its entities and the
consequential moratorium on senior appointments, resulted in a shortfall in crucial areas of expertise and thus

posed significant challenges for the year under review. At date of reporting most of these positions have been
filled or are in the process of being filled.

The Audit Committee concurs and accepts the Auditor-General's report on the Annual Financial Statements and

is of the opinion that the audited Annual Financial Statements be accepted and read together with the report of
the Auditor-General.

N Singh CA (SA)
Chairman: Audit and Risk Committee

Johannesburg
29 November 2012




REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINCIAL LEGISLATURE
AND THE COUNCIL OF THE CITY OF JOHANNESBURG METROPOLITAN
MUNICIPALITY ON JOHANNESBURG FRESH PRODUCE MARKET SOC LTD

REPORT ON THE FINANCIAL STATEMENTS

Introduction

1. l'have audited the financial statements of the Johannesburg Fresh Produce Market SOC
Ltd set out on pages ... to ..., which comprise the statement of financial position as at
30 June 2012, the statement of financial performance, statement of changes in net
assets and the cash flow statement for the year then ended, and the notes, comprising a
summary of significant accounting policies and other explanatory information.

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) and the requirements of the
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) for
such internal control as the accounting officer determines is necessary to enable the

preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor-General’s responsibility

3. My responsibility is to express an opinion on these financial statements based on my
audit. | conducted my audit in accordance with the Public Audit Act of South Africa,
2004 (Act No. 25 of 2004) (PAA), the General Notice issued in terms thereof and
International Standards on Auditing. 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.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the 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 the
financial statements.

5. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinion.
Opinion

6. In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Johannesburg Fresh Produce Market SOC Ltd as at 30 June
2012, and its financial performance and cash flows for the year then ended in
accordance with SA Standards of GRAP and the requirements of the MFMA.

Emphasis of matters

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



Significant uncertainties

8. With reference to note 30 to the financial statements, the entity is the defendant in
various lawsuits. The ultimate outcome of these matters cannot presently be determined -

and no provision for any liability that may result has been made in the financial
statements.

Material impairments

9. As disclosed in note 3 to the financial statements, receivables totalling R26 628 214
(2011: R25 026 555) have a provision for debt impairment of R7 601 938 (2011:
R5 375 431), which represents 26% (2011: 21%) of the balance. The contribution to the

provision for debt impairment during the year under review was R2 953 786 (2011:
R2 680 511).

Additional matters

10. | draw attention to the matter below. My opinion is not modified in respect of this matter.
Unaudited supplementary schedules

11. The supplementary information set out on pages xx to xx does not form part of the
financial statements and is presented as additional information. | have not audited these
schedules and accordingly | do not express an opinion thereon.

Other reports required by the Companies Act

12. As part of my audit of the financial statements for the year ended 30 June 2012, | have
read the Directors’ Report, the Audit Committee’s Report and the Company Secretary's
Certificate for the purpose of identifying whether there are material inconsistencies
between these reports and the audited financial statements. These reports are the
responsibility of the respective preparers. Based on reading these reports | have not
identified material inconsistencies between the reports and the audited financial

statements. | have not audited the reports and accordingly do not express an opinion on
them.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

13. In accordance with the PAA and the General Notice issued in terms thereof, | report the
following findings relevant to performance against predetermined objectives, compliance

with laws and regulations and internal control, but not for the purpose of expressing an
opinion.

Predetermined objectives

14. | performed procedures to obtain evidence about the usefulness and reliability of the

information in the annual performance report as set out on pages xx to xx of the annual
report.

15. The reported performance against predetermined objectives was evaluated against the
overall criteria of usefulness and reliability. The usefulness of information in the annual
performance report relates to whether it is presented in accordance with the National
Treasury annual reporting principles and whether the reported performance is consistent
with the planned objectives. The usefuiness of information further relates to whether
indicators and targets are measurable (i.e. well defined, verifiable, specific, measurable
and time bound) and relevant as required by the National Treasury Framework for
managing programme performance information.



The reliability of the information in respect of the selected objectives is assessed to

determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and
complete).

16. There were no material findings on the annual performance report concerning the
usefulness and reliability of the information.

Compliance with laws and regulations

17. 1 performed procedures to obtain evidence that the entity has complied with applicable

laws and regulations regarding financial matters, financial management and other
related matters.

18. 1did not identify any instances of material non-compliance with specific matters in key
applicable laws and regulations as set out in the General Notice issued in terms of the
PAA.

Internal control

19. 1 considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with laws and regulations.

20. 1 did not identify any deficiencies in internal control which we considered sufficiently
significant for inclusion in this report.

OTHER REPORTS
Investigations

21. Aninvestigation is in progress to establish whether funds were utilised for transgressions
under supply chain management and fraud.

Ul Aol
Johannesburg

29 November 2012
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The directors submit their report for the year ended 30 June 2012.
1. INCORPORATION

The entity was incorporated on 08 September 2000 and obtained its certificate to commence business on the same day.

2, REVIEW OF ACTIVITIES

Main business and operations

The entity is a municipal entity, engaged in providing of infrastructure to distribute fresh produce mainly in the Gauteng
area and operates principally in the City of Johannesburg.

During the year there were no changes in the activities of the business.

The operating results and state of affairs of the entity are fully set out in the attached annual financial statements.
Revenue comprising mainly of commission income increased by 10.4%. The increase is as a result of price increases
of 9.5%. These increases were above long term projections. Macro factors which are prevalent in the production and
trading of fresh produce have introduced some volatility in price discovery. In view of the latter it is regarded as
prudent for the entity to follow its internal forecasting model.

Net surplus of the entity was R 36,898,416 (2011: surplus R 31,502,863), after taxation of R 16,455,482 (2011: R
15,699, 106).

3. GOING CONCERN

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

Whilst the entity is profitable, it still enjoys the support of the entity's only shareholder, The City of Johannesburg

Metropolitan Municipality. The City of Johannesburg Metropolitan Municipality, has confirmed its financial support to the
entity.

The current assets of the entity exceeds its current liabilities at year end by R 15,485,414 (2011: R 13,260,357 current
liabilities exceed current assets). The nett liquidity position of the entity has strengthened by R28,745,771 over the last
year. Included in current liabilities is an amount of R 29,152,195 (2011: R 27,979,123) relating to current portion of loans
from shareholders which is payable in the coming year. The Directors are confident that the entity will meet all its
obligations in the coming financial year. Management also monitors on a regular basis its cash forecasts.

4, SUBSEQUENT EVENTS

The directors are not aware of any matter or circumstance arising since the end of the financial year to date of this report,
not otherwise dealt with in the financial statements and directors' report, which significantly affect the financial position of
the entity or the results of its operations that would require adjustments to or disclosure in the annual financial statements.

5. DIRECTORS' PERSONAL FINANCIAL INTERESTS

None of the directors have declared any personal financial interests in any contracts entered into by the entity.

6. ACCOUNTING POLICIES

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised
Accounting Practice (GRAP), including any interpretations, guidelines and directives issued by the Accounting Practices
Board, and in accordance with the prescribed Standards of Generally Recognised Accounting Practices (GRAP) issued
by the Accounting Standards Board as the prescribed framework by National Treasury.

There were no changes in accounting policies during the year.
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7. SHARE CAPITAL

There were no changes in the authorised or issued share capital of the entity during the year under review.
The entire shareholding of the entity is held by The City of Johannesburg Metropolitan Municipality.
Unissued ordinary shares are under the control of The City of Johannesburg Metropolitan Municipality.

8. BORROWING LIMITATIONS

The Johannesburg Fresh Produce Market SOC Limited does not have the authority to borrow funds on its own behalf. All

external funding is managed under the auspices of The City of Johannesburg Metropolitan Municipality Asset and Liability
Committee.

9. NON-CURRENT ASSETS
There were no major changes in the nature of non-current assets of the entity during the year.

Property plant and equipment to the value of R 13,194,486 (2011: R 18,425,195) and intangible assets to the value of
R 133,608 (2011: Nil) were acquired during the year under review.

10. DIVIDENDS

No dividends were declared or paid to the shareholder during the year.

11. DIRECTORS

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

Name Nationality Changes

Ms M Mpofu (Chairman) South African Appointed 25 April 2012

Mr C Finlayson South African Retired 25 April 2012

Dr P Maesela South African Appointed 25 April 2012

Ms R Manning South African

Mr S Mbedzi South African Appointed 25 April 2012

Mr M Morokolo South African

Mr B Netshiswinzhe South African

Dr S Nggangweni South African

Ms N Singh South African

Mr T Tselane South African Appointed 25 April 2012

Mr L Tshwete (Chairman) South African Retired 25 April 2012

Ms M Vuso South African Retired 25 Aprif 2012

Mr G Zabala South African Retired 25 April 2012

Dr E Zulu South African Appointed 25 April 2012

Accounting Officers

Mr J Mocke (Acting Chief Executive Officer) *  South African Retired 05 August 2011

Ms PT Telela (Acting Chief Executive Officer)* South African Appointed 08 August 2011, retired 14
February 2012

Mr R Denge (Acting Chief Executive Officer)* South African Appointed 15 February 2012

There were three acting accounting officers during the financial year, who were not directors.
* Ms P Telela and Mr R Denge were seconded from The City of Johannesburg Metropolitan Municipality.
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12.

13.

SECRETARY

The secretary of the company is Mr F Dekker effective from 30 August 2011

Business address
1 Heidelberg Road
City Deep
Johannesburg

2049
Postal address

P O Box 86007
City Deep
Johannesburg
2049

CORPORATE GOVERNANCE

General

The directors are committed to business integrity, transparency and professionalism in all its activities. As part of this

commitment, the directors support the highest standards of corporate governance and the ongoing development of best
practice.

The board of directors have endeavoured to comply with the requirements of King il with the exception of integrated and
sustainability reporting, the applicability of which is currently being researched and considered.

Board of directors

The board of directors:
. retains full control over the entity, 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 both
internally and externally by the entity;

. is of a unitary structure comprising:
- 10 non-executive directors, all of whom are independent directors as defined in the King Code il.
Chairman and chief executive

The Chairman is a non-executive and independent director (as defined in the King Code ill).

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

Remuneration

The remuneration of the Chief Executive Officer, is determined by the Board of directors in accordance with Section 89 of
the Municipal Finance Management Act and the upper limits set by the City of Johannesburg Metropolitan Municipality.

The initial members of the Remuneration Committee were Mr G Zabala (Chairperson), Ms R Manning, Dr S Nggangweni,
Mr B Netshiswinzhe and by invitation Ms N Singh and Mr C Finlayson.

The members as at 25 April 2012 are Ms N Singh, Mr S Mbedzi and Ms R Manning.
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14.

Executive meetings

The Directors have met on 10 separate occasions during the financial year. The Directors schedule to meet at least 4
times per annum.

The members indicated below with an "*" did not serve the full year, refer to page 9 for the relevant term dates.

Non-executive directors have access to all members of management of the entity.

Name Board Audit & Risk Remuneration Service

Meeting committee  committee Delivery
meeting meeting committee
meeting

Total number of meetings held 10 7 7 4

Mr L Tshwete (Chairman) * 9

Mr C Finlayson * 3 1 1

Ms R Manning 7 4

Mr M Morokolo 9 4

Mr B Netshiswinzhe 5 2

Dr S Nggangweni 8 5 4

Ms N Singh 9 7 5

Ms M Vuso * 7 5

Mr G Zabala * 9 7

Mr J Mocke (Acting Chief Executive Officer)* 1 1 1

Ms PT Telela (Acting Chief Executive Officer)* 7 4 6 1

Mr R Denge (Acting Chief Executive Officer)* 1 1 1 1

Ms M Mpofu ( Chairman) * 1

Mr S Mbedzi * 1

Dr P Maesela * 1

Mr T Tselane * 1 -

Ms E Zulu * 1

Independent audit committee members:

Prof A Nel 2

Dr C Sanangura 5

Mr R Theunissen 3

Audit and Risk Committee

The Audit and Risk Committee (ARC) comprises of 5 members, 2 of whom are non-executive directors and 3 independent
members. The committee is constituted in accordance with Section 166 of the Municipal Finance Management Act and

was chaired in an acting capacity by Ms N Singh, who is a non-executive director. The ARC met 7 times during the 2012
financial year to review matters necessary to fulfil its role.

At the AGM on 25 April 2012, COJ retired, rotated and appointed Non-Executive Directors and Independent Audit
Committee members. The COJ induction was then held in June 2012, The unintended consequence being that a period
existed from 25 Aprif 2012 to 23 August 2012 where there was no appointment of an ARC chairman. On 13 June 2012 the
board formally noted the composition of the ARC as resolved by COJ at the AGM. The chairman, Ms N Singh, was then
elected at the first ARC held on 24 August 2012.

Internal Audit

The internal audit function was performed internally and complemented with external resources where necessary.

CONTROLLING ENTITY

The entity's controlling entity is The City of Johannesburg Metropolitan Municipality.
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15.

16.

17.

18.

19.

SPECIAL RESOLUTIONS

At the annual general meeting of the Company held on 25 April 2012, a special resolution was taken by the shareholder
of the entity that the remuneration of the non-executive directors and the independent audit committee members of the
entity for the years ended 30 June 2012 and June 2013, be paid in accordance with City of Johannesburg Metropolitan
Municipality policy that deals with the remuneration of non-executive directors and independent audit committee members
and, that the remuneration of the executive directors of the Company for the years ended 30 June 2012 and 30 June
2013, be paid subject to the upper limits of remuneration as determined by the City of Johannesburg Metropolitan
Municipality in terms of section 89 of the Local Government: Municipal Finance Management Act, 2003

BANKERS

ABSA Bank Limited

The management of the treasury function is managed under the auspices of The City of Johannesburg Metropolitan
Municipality Assets and Liabifities Committee and Treasury Department.

AUDITORS

The Auditor-General: South Africa will continue in office in accordance with the Public Audit Act No 25, section 90 of the
Municipal Finance Management Act No 56 of 2003 and section 270(2) of the Companies Act of 2008.

NON COMPLIANCE WITH APPLICABLE LEGISLATION

The Directors believe that the entity has, during the year, complied, in material respects, with legislation and regulations
applicable to it, including inter alia, the Companies Act, 61 of 2008, as amended, the Municipal Finance Management Act,
56 of 2003, the Treasury Regulations and the Income Tax Act, 58 of 1962. Certain sections of the MFMA have not been
complied in full, the details are listed hereunder:

MUNICIPAL FINANCE MANAGEMENT ACT (MFMA) 56 OF 2003

Listed below are MFMA contraventions which have been identified by the JFPM Board of Directors:

Supply Chain Management

Section 111 to 117, of the Municipal Finance Management Act requires the supply chain management to be fair,
equitable, transparent, competitive and cost-effective. Substantial progress has been made in improving the supply chain
management processes within the entity. There are certain legacy contracts awarded in prior years which were not
compliant with the Municipal Finance Management Act. Revised internal controls have been implemented and contracts

awarded in the current year have complied with the relevant sections of the Act. The supply chain management process
has been aligned to best practices.

Irregular expenditure.

Sections 95(d),102,105(c),125 (2)(d) of the MFMA and National Treasury Regulations contain certain obligations for the
company. The irregular expenditure identified relates to a number of legacy contracts and their cost in the current year.
The system of identifying irregular expenditure has been improved. Measures to prevent reoccurrence are in place. In

these instances, goods and services were delivered and no financial loss was suffered. The necessary and appropriate
action will be taken.

CURRENT INVESTIGATIONS

There is an ongoing investigation into past procurement awards, the outcome of which is unknown. These matters are

being dealt with as expeditiously as possible, in conjunction with the SAPS, and appropriate steps will be taken once the
investigations have been finalised.

The Directors continue to review cases of potential liability in terms of its provisions and contingencies (note 1.12) as
investigations proceed. While certain matters have developed further, the outcome of these cannot be determined at
present, nevertheless the Directors remain of the opinion that the matters can be successfully defended by the company.
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20. NEW COMPANIES ACT

The Companies Act, 2008 (Act 71 of 2008) became effective on 1 May 2011 as per proclamation R. 32 published in
Government Gazette 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 term of item 4(1)(c) of Schedule 5 (Transitional Arrangements) to the Companies Act, 2008, the entity is deemed to

have amended its Memorandum of Incorporation as of the general effective 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 The Johannesburg Fresh Produce Market SOC Limited.

All references to the Companies Act in these annual financial statements are to the Companies Act, 2008, unless
otherwise indicated.
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Declaration by the company secretary in respect of Section 88(2)(e) of the Companies Act

In terms of section 88(2)(e) of the Companies Act 71 of 2008 (as amended), 1 certify that, to the best of my knowledge and

ae-f6dged and/or filed, for the financial year ended 30 June 2012, all such returns and notices as required
g angVnotices, are true, correct and up to date.

Mr F Dékkér

Company Secretary
The Johannesburg Fresh Produce Market SOC Limited
29 November 2012
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Figures in Rand

Note(s) 2012 2011
ASSETS
Current Assets
Loans to shareholders 2 29,143,633 54,823,762
Receivables from exchange transactions 3 28,628,214 25,026,555
Cash and cash equivalents 4 68,467,754 13,221,715
126,239,601 93,072,032
Non-Current Assets
Investment property 5 536,993 559,875
Property, plant and equipment 6 275,489,473 281,486,582
Intangible assets 7 1,551,314 2,493,245
Deferred tax 9 5,073,867 3,656,474
282,651,647 288,096,176
Total Assets 408,891,248 381,168,208
LIABILITIES
Current Liabilities
Loans from shareholders 2 29,152,195 27,979,123
Current tax payable 2,723,258 9,135,778
Finance lease obligation 10 867,769 1,262,979
Payables from exchange transactions 11 76,186,524 66,849,267
VAT payable 12 564,497 8,782
Provisions 13 1,259,944 1,096,460
110,754,187 106,332,389
Non-Current Liabilities
Loans from shareholders 2 149,763,358 162,924,350
Finance lease obligation 10 165,408 1,033,178
Employee benefit obligation 14 3,256,000 2,817,000
Deferred tax 9 73,348 80,760
153,258,114 166,855,288
Total Liabilities 264,012,301 273,187,677
Net Assets 144,878,947 107,980,531
NET ASSETS
Share capital 15 20,000,000 20,000,000
Accumulated surplus 124,878,947 87,980,531
Total Net Assets 144,878,947 107,980,531

18



The Johannesburg Fresh Produce Market SOC Limited

(Registration number 2000/023383/07)

Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Statement of Financial Performance for the year ended 30 June

Figures in Rand

Note(s) 2012 2011
Revenue
Commission 17 209,445,759 189,888,995
Storage 17 4,578,165 4,577,231
Rental facilities and equipment 17 33,592,508 28,395,460
Banana ripening fees 17 3,513,054 3,964,570
Fair value adjustments 17 150,905 88,752
Miscellaneous other revenue 17 847,452 778,431
Discount received 18 64,482 23,344
Bad debts recovered 18 27,616 50,600
Grant received from shareholder 5,728,481 -
Sundry revenue 18 1,017,647 1,846,154
Cash handling fees 18 4,693,733 4,352,169
Interest received 22 4,658,917 5,188,083
Total Revenue 268,318,719 239,153,789
Expenditure
Personnel 20 (83,274,974) (77,328,700)
Depreciation and amortisation 23 (13,779,776) (13,028,405)
Impairment loss 38 (6,172,719) (143,274)
Finance costs 24 (19,229,712) (21,996,425)
Bad debts 21 (2,226,711) (2,667,966)
Repairs and maintenance (7,928,920)  (6,264,622)
Loss on disposal of assets (43,613) (618,468)
General Expenses 19 (82,308,396) (69,903,960)
Total Expenditure (214,964,821) (191,951,820)
Taxation 25 (16,455,482) (15,699,106)
Surplus for the year after tax 36,898,416 31,502,863
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Statement of Changes in Net Assets

Note(s) Share capital Share Total share Accumulated Total equity
premium capital surplus

Figures in Rand

Balance at 01 July 2010 1
Changes in net assets
Surplus for the year

19,999,999 20,000,000 56,477,668 76,477,668

- - - 31,502,863 31,502,863
- - - 31,502,863 31,502,863
Balance at 01 July 2011 1 19,999,999 20,000,000 87,980,531 107,980,531
Changes in net assets

Surplus for the year

Total changes

Total changes

- - - 36,808,416 36,898,416
- - - 36,898,416 36,898,416
Balance at 30 June 2012 1 19,999,999 20,000,000 124,878,947 144,878,947
Note(s) 15 15 15
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Cash Flow Statement for the year ended 30 June

Figures in Rand

Note(s) 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Sale of goods and services 259,815,140 232,556,229
Interest received 4,658,917 5,188,083
264,474,057 237,744,312
Payments
Employee costs (80,964,402) (75,609,786)
Suppliers (84,036,142) (66,558,774)
Finance costs (19,075,304) (21,724,145)
Taxes on surpluses 28 (24,392,809) (10,124,036)
(208,468,657) (174,016,741)
Net cash flows from operating activities 27 56,005,400 63,727,571
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 6 (13,194,486) (18,425,194)
Proceeds from sale of property, plant and equipment 6 293,908 105,087
Purchase of other intangible assets 7 (133,608) -
Other cash item 4 (2)
Net cash flows from investing activities (13,034,182) (18,320,109)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from shareholders loan 16,772,291 13,429,399
Repayment of shareholders loan (3,080,082) (59,534,284)
Finance lease payments (1,417,388) 749,027
Net cash flows from financing activities 12,274,821 (45,355,858)
Net increasel/(decrease) in cash and cash equivalents 55,246,039 51,604
Cash and cash equivalents at the beginning of the year 13,221,715 13,170,111
Cash and cash equivalents at the end of the year 4 68,467,754 13,221,716
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Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.1

Presentation of Annual Financial Statements

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised

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

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

A summary of the significant accounting policies, which have been consistently applied, are disclosed below.

Significant judgements and sources of estimation uncertainty

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

Trade receivables

The entity assesses its trade receivables and loans and receivables for impairment at the end of each reporting period. In
determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes judgements as to

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

The impairment for trade receivables and loans and receivables is calculated on a portfolio basis, based on historical loss
ratios, adjusted for national and industry-specific economic conditions and other indicators present at the reporting date

that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the portfolio and
scaled to the estimated loss emergence period.

Fair value estimation

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based

on quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the
entity is the current bid price.

The fair value of financial instruments that are not traded in an active market (for example, over-the counter derivatives) is
determined by using valuation techniques. The entity uses a variety of methods and makes assumptions that are based
on market conditions existing at the end of each reporting period. Quoted market prices or dealer quotes for similar

instruments are used for long-term debt. Other techniques, such as estimated discounted cash flows, are used to
determine fair value for the remaining financial instruments.

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

Impairment testing

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

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

1.1

1.2

Transfer of functions between entities under common control (continued)

Provisions

Provisions were raised and management determined an estimate based on the information available. Additional
disclosure of these estimates of provisions are included in note 13 - Provisions.

Employee benefit Obligation

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial
basis using a number of assumptions. The assumptions used in determining the net cost (income) include the discount
rate. Any changes in these assumptions will impact on the carrying amount of post retirement obligations.

The entity determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to
determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In
determining the appropriate discount rate, the entity considers the interest rates of high-quality corporate bonds that are

denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of
the related pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed
in Note 14,

Effective interest rate

The entity uses an appropriate interest rate taking into account guidance provided in the accounting standards and
applying professional judgment, to the specific circumstances, to discount future cash flows.

Allowance for doubtful debts

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

Useful lives and residual value

The useful lives of property, plant and equipment are reviewed at each reporting date. Their useful lives are estimated by
management based on historical analysis and other available information.

The residual values of property, plant and equipment are reviewed at each balance sheet date. Their residual values
are estimated by management based on historical analysis and other available information.

The carrying amounts of the assets are disclosed in note 6.

Investment property

Investment property is property (land or a building, or part of a building, or both) held to earn rentals or for capital
appreciation or both, rather than for:

. use in the production or supply of goods or services or for
° administrative purposes, or
. sale in the ordinary course of operations.

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative
purposes.

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential

that are associated with the investment property will flow to the entity, and the cost or fair value of the investment property
can be measured reliably.

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.
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1.2

1.3

Investment property (continued)

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of
acquisition.

Subsequent to initial recognition investment property is acquired at no cost or for a nominal amount nd any impairment
losses.

Investment property is depreciated on the straight line basis over their expected useful lives to their estimated residual
value.

The useful lives of investment property have been assessed as follows:

Item Average useful life
Investment Property 30 years

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a

property. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of the
replaced part is derecognised.

Investment property is derecognised when the asset is disposed of or when there are no further economic benefits or
service potential expected from the use of the asset.

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

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or
deficit when the compensation becomes receivable.

Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the

production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used
during more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
. it is probable that future economic benefits or service potential associated with the item will flow to the entity; and
*  the cost or fair value of the item can be measured reliably.

Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset

to the location and condition necessary for it to be capable of operating in the manner intended by management. Trade
discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition.

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

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

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item
of property, plant and equipment, the carrying amount of the replaced part is derecognised.
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13

14

Property, plant and equipment (continued)

Subsequent to initial recognition property, plant and equipment is acquired at no cost or for a nominal amount and any

impairment losses. Land is not depreciated, as it is deemed to have an indefinite useful life. Capital work in progress is
carried at cost.

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

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

Item Average useful life
Buildings 30 years

Plant and machinery 10-12 years
Furniture and fixtures 7 - 9 years

Motor vehicles 8 - 10 years

Office equipment 7 - 9 years

IT equipment 5-7 years

Finance leased assets 2 - 5years

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

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

ltems of property, plant and equipment are derecognised when the asset is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.
Compensation from third parties for an item of property, plant and equipment that was impaired, lost or given up is
recognised in surplus or deficit when compensation becomes receivable.

Assets held under finance leases are depreciated over the shorter of the lease term and their expected useful lives unless
it is reasonably certain that the entity will obtain ownership by the end of the lease term.

The entity tests impairment where there is an indication that the assets may be impaired.

Intangible assets

An asset is identified as an intangible asset when it:
. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or exchanged,
either individually or together with a related contract, assets or liability; or

arises from contractual rights or other legal rights, regardless whether those rights are transferable or separate
from the entity or from other rights and obligations.

An intangible asset is recognised when:
o it is probable that the expected future economic benefits or service potential that are attributable to the asset will

flow to the entity; and
»  the cost or fair value of the asset can be measured reliably.
Intangible assets are initially recognised at cost.
An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of acquisition.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.
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1.4

1.5

Intangible assets (continued)

An intangible asset arising from development (or from the development phase of an internal project) is recognised
when:

* itis technically feasible to complete the asset so that it will be available for use or sale.
there is an intention to complete and use or sell it.

there is an ability to use or sell it.

it will generate probable future economic benefits or service potential.

there are available technical, financial and other resources to complete the development and to use or sell the
asset.

e the expenditure attributable to the asset during its development can be measured reliably.

Subsequent to initial recognition intangible assets is acquired at no cost or for a nominal amount and any impairment
losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential.
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever there is

an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight line
basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.
Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator

that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is
amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

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

Item Useful life
Computer software 3 -5years

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or
service potential expected from the use of the asset.

The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the item is
derecognised. The gain or loss arising from the derecognition of intangible assets is determined as the difference
between the net disposal proceeds, if any, and the carrying amount of the item.

Financial instruments

Classification

The entity classifies financial assets and financial liabilities into the following categories:
. Loans and receivables

J Financial liabilities measured at amortised cost

Initial recognition and measurement

Financial instruments are recognised initially when the entity becomes a party to the contractual provisions of the
instruments.

The entity classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial
liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-sale financial assets.
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1.5 Financial instruments (continued)

Subsequent measurement

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less
accumulated impairment losses.

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method.

Fair value determination

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

Impairment of financial assets

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

Where financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus
or deficit within operating expenses. When such assets are written off, the write off is made against the relevant allowance
account. Subsequent recoveries of amounts previously written off are credited against operating expenses.

Loans to (from) economic entities

These include loans to and from controlling entities, fellow controlled entities, controlled entities, joint ventures and
associates and are recognised initially at fair value plus direct transaction costs.

Loans to economic entities are classified as loans and receivables.

Loans from economic entities are classified as financial liabilities measured at amortised cost.
Loans to shareholders, directors, managers and employees

These financial assets are classified as loans and receivables.

Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in
surplus or deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor,
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more
than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance recognised is
measured as the difference between the asset's carrying amount and the present value of estimated future cash flows
discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectable, it is written off
against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited
against operating expenses in surplus or deficit.

Trade and other receivables are classified as loans and receivables.

Payables from exchange transactions

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.
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1.5 Financial instruments (continued)

1.6

Cash and cash equivalents

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

Derecognition

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

the rights to receive cash flows from the asset have expired:;
the entity retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full
without material delay to a third party under a ‘pass-through’ arrangement; or
* the entity has transferred its rights to receive cash flows from the asset and either
- has transferred substantially all the risks and rewards of the asset, or

- has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

Where the entity has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the
extent of the entity's continuing involvement in the asset. Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the entity could be required to repay. Where continuing involvement takes the form of a written and/or
purchased option (including a cash-settled option or similar provision) on the transferred asset, the extent of the entity’s
continuing involvement is the amount of the transferred asset that the entity may repurchase, except that in the case of a
written put option (including a cash-settled option or similar provision) on an asset measured at fair value, the extent of

the entity's continuing involvement is limited to the lower of the fair value of the transferred asset and the option exercise
price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original

liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in
surplus or deficit.

Impairment of financial assets

The entity assesses at each statement of financial position date whether a financial asset or group of financial assets is
impaired.

Assets are carried at amortised cost.
Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to

(recovered from) the tax authorities, using the tax rates (and tax laws) that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax assets and liabilities
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1.6 Tax(continued)

1.7

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction,
affects neither accounting surplus nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable
surplus will be available against which the deductible temporary difference can be utilised. A deferred tax asset is not
recognised when it arises from the initial recognition of an asset or liability in a transaction at the time of the
transaction, affects neither accounting surplus nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that it

is probable that future taxable surplus will be available against which the unused tax losses and unused STC credits can
be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the asset is

realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the reporting period.

Tax expenses

Current and deferred taxes are recognised as income or an expense and included in surplus or deficit for the period,
except to the extent that the tax arises from:

. a transaction or event which is recognised, in the same or a different period, to net assets; or
o a business combination.

Current tax and deferred taxes are charged or credited to net assets if the tax relates to items that are credited or
charged, in the same or a different period, to net assets.

Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A

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

Finance leases - lessee

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

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

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The

finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the
remaining balance of the liability.

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

Operating leases - lessor

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

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased
asset and recognised as an expense over the lease term on the same basis as the lease revenue.
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1.7

1.8

Leases (continued)

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line
basis.

Any contingent rent is recognised separately as revenue when received or receivable and are not straight-lined over the
lease term.

Income for leases is disclosed under revenue in statement of financial performance.

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference

between the amounts recognised as an expense and the contractual payments are recognised as an operating lease
asset or liability.

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

Any contingent rent is recognised separately as expenditure when paid or payable and are not straight-lined over the
lease term.

Impairment of cash-generating assets

Cash-generating assets are those assets held by the entity with the primary objective of generating a commercial return.

When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a
commercial return.

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a

commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from
other assets or groups of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and
income tax expense.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between
knowledgeable, willing parties, less the costs of disposal.

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use.
Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

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

The recoverable amount of a cash generating unit is the higher of its fair value less costs to sell and its value in use.

Value in use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived
from the continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be derived from

continuing use of the asset and from its ultimate disposal and the entity applies the appropriate discount rate to those
future cash flows.
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1.9

Impairment of non-cash-generating assets

Cash-generating assets are those assets held by the entity with the primary objective of generating a commercial return.

When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a
commercial return.

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

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a

commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from
other assets or groups of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and
income tax expense.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeable, willing parties, less the costs of disposal.

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

Useful life is either:

(a) the period of time over which an asset is expected to be used by the entity; or
(b) the number of production or similar units expected to be obtained from the asset by the entity.

Identification

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired.

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

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

Value in use
Value in use of an asset is the present value of the asset's remaining service potential.

The present value of the remaining service potential of an asset is determined using the following approach:

Depreciated replacement cost approach

The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset's gross service potential.
This cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction
(replication) of the existing asset or through replacement of its gross service potential. The depreciated replacement cost
is measured as the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation
calculated on the basis of such cost, to reflect the already consumed or expired service potential of the asset.

The replacement cost and reproduction cost of an asset is determined on an “optimised” basis. The rationale is that the
entity would not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced is an
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or
services the asset provides. Overcapacity assets are assets that have a greater capacity than is necessary to meet the
demand for goods or services the asset provides. The determination of the replacement cost or reproduction cost of an
asset on an optimised basis thus reflects the service potential required of the asset.

1.10 Share capital

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities.
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1.10 Share capital (continued)

Equity instruments issued by the entity are classified according to the substance of the contractual arrangements
entered into.

Equity instruments issued by the entity are recorded at the proceeds received, net of direct issue costs.

Employee benefits

Short-term employee benefits

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

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

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or
constructive obligation to make such payments as a result of past performance.

Defined contribution plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution

plans where the entity's obligation under the schemes is equivalent to those arising in a defined contribution retirement
benefit plan.

Defined benefit plans

For defined benefit plans the cost of providing the benefits is determined using the projected credit method.
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to end of the reporting period where the interim
valuation is performed at an earlier date.

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

To the extent that, at the beginning of the financial period, any cumulative unrecognised actuarial gain or loss exceeds ten
percent of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the
corridor), that portion is recognised in surplus or deficit over the expected average remaining service lives of participating
employees. Actuarial gains or losses within the corridor are not recognised.

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the entity is demonstrably
committed to curtailment or settlement.

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

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation

as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair
value of plan assets.

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds
and reduction in future contributions to the plan.
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1.11 Employee benefits (continued)

Other post retirement obligations

The entity provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some
retirees.

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement
age and the completion of a minimum service period. The expected costs of these benefits are accrued over the period of
employment. Independent qualified actuaries carry out valuations of these obligations. The entity also provides a gratuity
and housing subsidy on retirement to certain employees. An annual charge to income is made to cover both these

liabilities.
1.12 Provisions and contingencies

Provisions are recognised when:
*  the entity has a present obligation as a result of a past event;

. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
settle the obligation; and

. a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation
at the reporting date.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the entity

settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement
does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if

it is no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to
settle the obligation.

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

Provisions are not recognised for future operating deficits.

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

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 30.
1.13 Revenue from exchange transactions

Measurement

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

Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:
* the entity has transferred to the purchaser the significant risks and rewards of ownership of the goods;

the entity retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold;

. the amount of revenue can be measured reliably;

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

*  the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services
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1.13 Revenue from exchange transactions (continued)

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated
with the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The
outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

*  the amount of revenue can be measured reliably;

o it is probable that the economic benefits or service potential associated with the transaction will flow to the entity;
*  the stage of completion of the transaction at the reporting date can be measured reliably; and

* the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

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

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of
completion is determined by surveys of work performed.

1.14 Revenue from non-exchange transactions

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an entity

either receives value from another entity without directly giving approximately equal value in exchange, or gives value to
another entity without directly receiving approximately equal value in exchange.

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

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the
entity. When, as a result of a non exchange transaction, the entity recognises an asset, it also recognises revenue
equivalent to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to
recognise a liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount
required to settle the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as
revenue. When a liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the
amount of the reduction in the liability is recognised as revenue.

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated
procedures, including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised
when the recovery thereof from the responsible board members or officials is virtually certain.

1.16 Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are

capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of

borrowing costs eligible for capitalisation is determined as follows:

*  Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any
investment income on the temporary investment of those borrowings.

Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of

obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.

The capitalisation of borrowing costs commences when all the following conditions have been met:
° expenditures for the asset have been incurred;
o borrowing costs have been incurred; and

. activities that are necessary to prepare the asset for its intended use or sale are undertaken.

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or
recoverable service amount or net realisable value, the carrying amount is written down or written off in accordance
with the accounting policy on Impairment of Assets as per accounting policy number 1.8 and 1.9. In certain

circumstances, the amount of the write-down or write-off is written back in accordance with the same accounting
policy.

Capitalisation is suspended during extended periods in which active development is interrupted.
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1.15 Borrowing costs (continued)

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

When the entity completes the construction of a qualifying asset in parts and each part is capable of being used while
construction continues on other parts, the entity ceases capitalising borrowing costs when it completes substantially all
the activities necessary to prepare that part for its intended use or sale.

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

1.16 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.

1.17 Unauthorised expenditure

Unauthorised expenditure means:
J overspending of a vote or a main division within a vote; and

¢ expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with
the purpose of the main division.

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

1.18 Fruitless and wasteful expenditure

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

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

1.19 Irregular expenditure

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

(a) this Act; or

(b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or

(c) any provincial legislation providing for procurement procedures in that provincial government.

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the PFMA
requires the following (effective from 1 April 2008):

Iregular expenditure that was incurred and identified during the current financial and which was condoned before year
end and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure

register. In such an instance, no further action is also required with the exception of updating the note to the financial
statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being

awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception
of updating the note to the financial statements.

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

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

against the relevant programme/expenditure item, be disclosed as such in the note to the financial statements and
updated accordingly in the irregular expenditure register.

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

1.20 Use of estimates

1.24

The preparation of annual financial statements in conformity with GRAP requires the use of certain critical accounting
estimates. 1t also requires management to exercise its judgement in the process of applying the entity's accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the annual financial statements are disclosed in the relevant sections of the annual financial statements.

Although these estimates are based on management's best knowledge of current events and actions they may undertake
in the future, actual results ultimately may differ from those estimates.

Deviations from supply chain management policy

It is the policy of the entity is obtain written approval from the accounting officer for all deviations from the supply chain
policy.

1.22 Offsetting

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by GRAP

1.23 Budget information

The Statement of comparative and actual information have been included in the annual financial statements as the

recommended disclosure when the annual financial statements and the budget are on the same basis of accounting as
determined by National Treasury. Refer to note 40.

1.24 Statements of GRAP not yet effective

At the date of authorisation of these Annual Financial Statements, the following standards of GRAP were in issue but not
yet effective or adopted during the period under review:

GRAP 18 - Segment Reporting.

GRAP 20 - Related Parties.

GRAP 21 - Impairment of non-cash generating assets.

GRAP 23 - Revenue from non-Exchange Transactions (Taxes and Transfers).
GRAP 24 - Presentation of Budget Information in Financial Statements.
GRAP 25 - Employee benefits.

GRAP 26 - Impairment of Cash-Generating Assets.

GRAP 103 - Heritage Assets.

GRAP 104 - Financial Instruments.

GRAP 105 - Transfer of functions between entities under common control.

GRAP 106 - Transfer of functions between entitites not under common control.
GRAP 107 - Mergers.

The effect as a result of the adoption of the above GRAP standards will have no material impact on the financial
statements.
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2. LOANS TO/(FROM) SHAREHOLDER

City of Johannesburg Metropolitan Municipality - Capital expenditure claim 8,992,600 10,328,444
City of Johannesburg Metropolitan Municipality - Current account (8,992,600) (10,328,444)
City of Johannesburg Metropolitan Municipality - Capital expenditure loans (169,922,953) (180,575,029)
City of Johannesburg Metropolitan Municipality - Sweeping account 20,151,033 44,495,318

(149,771,920) (136,079,711)

Current assets 29,143,633 54,823,762
Non-current liabilities (149,763,358) (162,924,350)
Current liabilities (29,152,195) (27,979,123)

(149,771,920) (136,079,711)

Credit quality of loans to shareholder

The credit quality of loans to shareholder that are neither past due nor impaired can be assessed by reference to external
credit ratings and to historical information about counterparty default rates.

Fair value of loans to and from shareholder

Loans to shareholder 29,143,633 54,823,762
Loans from shareholders 178,915,553 190,903,473

Loans to shareholder past due but not impaired

Loans to shareholder which are less than 3 months past due are not considered to be impaired. At 30 June 2012, R
29,143,633 (2011: R54,823,762) were past due but not impaired.

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

1 month past due 29,143,633 54,823,762

Shareholder's loan

Loan at beginning of the year

- (6,000,000)
Repayments - 6,571,139
Interest - (571,139)

The unsecured shareholder's loan bears interest at 15% per annum, compounded monthly. The loan is repayable in forty

equal quarterly capital payments of R 1 500 000 the first which commenced on 1 July 2001. The loan was fully paid on 30
June 2011,

Conduit mirror loan

Loan at beginning of the year

- (9,548,107)
Repayments - 10,474,081
Interest - (925,974)

A conduit mirror loan is a loan taken by the City of Johannesburg Metropolitan Municipality on behalf of the entity. The
unsecured conduit mirror loan bears interest at 15% per annum, compounded monthly. The loan capital repayments are

not fixed and is repayable in forty quarterly instalments for the duration of the contract. The loan was fully paid on 30 June
2011,
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2. LOANS TO/(FROM) SHAREHOLDER (continued)

Capital expenditure claim

Loans at beginning of the year
Payments received
Capex claimed

10,328,444 6,969,780
(16,772,291)  (13,429,399)
15,436,447 16,788,063

8,992,600 10,328,444

Capital expenditure (Capex) amount due from City of Johannesburg Metropolitan Municipality. This loan is unsecured,
interest free and payable within 3 months.

Current account

Loans at beginning of the year (10,328,444)
Converted to long term joan
Capex claimed

(6,969,780)
16,772,291 13,429,399
(15,436,447)  (16,788,063)

(8,992,600) (10,328,444)

This loan is unsecured and interest free. This amount will be converted into a long term loan within 3 months,

Capital expenditure loans

Loans at beginning of the year (180,575,029) (189,957,010)

Receipts (16,772,291) (13,429,399)
Repayments 46,043,656 42,348,779
Interest

(18,619,289) (19,537,399)
(169,922,953) (180,575,029)

The Capex loans bear interest between 9% and 10,9%, compounded monthly. The capital repayments are not fixed and
the loans are repayable in forty quarterly instalments over the duration of the contracts.

Sweeping account

Loan at beginning of the year 44 495 318 23,320,521

Receipts 19,249,768 78,595,967
Repayments (46,043,656) (59,393,999)
Interest

2,449,603 1,972,829
20,151,033 44,495,318

The sweeping account loan is unsecured and bears interest at an average rate of 5.35% per annum. The bank balance

for the ABSA business account is rolled over on a daily basis into the sweeping account. The loan is repayable on
demand.

38



The Johannesburg Fresh Produce Market SOC Limited
(Registration number 2000/023383/07)
Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements
Figures in Rand 2012 2011

3. RECEIVABLES FROM EXCHANGE TRANSACTIONS

Trade debtors 27,595,424 24,751,994
Prepayments 325,505 2,127,699
Operating lease receivables 1,315,025 835,613
Less: Provision for impairment (7,601,938)  (5,375,431)
Sundry debtors 3,298,602 2,726,220
Related party debtors 3,684,808 -
Adjustment to fair value at amortised cost 10,788 (39,540)

28,628,214 25,026,555

Trade and other receivables past due but not impaired

Trade and other receivables which are less than 3 months past due are not considered to be impaired. At 30 June 2012,
R 23,292,089 (2011: R 22,102,783) were past due but not impaired.

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

1 month past due 21,657,823 19,813,012
2 months past due 331,306 213,415
3 months past due 1,302,960 2,076,356

Trade and other receivables impaired

As of 30 June 2012, trade and other receivables of R 7,601,938 (2011: R 5,375,431) were impaired and provided for.

The ageing of these loans is as follows:

3 to 6 months 360,759 321,965
Over 6 months 7,241,179 5,053,466

Reconciliation of provision for impairment of trade and other receivables

Opening balance (5,375,431)  (3,065,948)
Provision for impairment (2,953,786)  (2,680,511)
Amounts written off as uncollectible - 362,200
Unused amounts reversed 727,279 8,828

(7,601,938) (5,375,431)

The creation and release of provision for impaired receivables have been included in operating expenses in surplus or

deficit (note 21). Amounts charged to the allowance account are generally written off when there is no expectation of
recovering additional cash.

The maximum exposure to credit risk at the reporting date is the fair value of each class of trade and other receivables
mentioned above. The entity does not hold any collateral as security.
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4. CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:
Cash on hand 12,000 12,000
Bank balances 68,455,754 13,209,715
68,467,754 13,221,715

The carrying amounts of these assets approximates their fair value. None of the cash and cash equivalents were pledged

as security for any financial liabilities.

The entity had the following bank accounts

Account number/ Bank statement balances Cash book balances
description

30 June 2012 30 June 2011 30 June 2010 30 June 2012 30 June 2011 30 June 2010
ABSA Bank - Deposit 67,744,087 12,065,791 11,517,906 67,744,087 12,392,454 13,101,402
account - 405-439-4655
ABSA Bank - Trust - - - - - (18,681)
account - 405-442-3252
ABSA Bank - Business - - - (70,340) 54,025 (354,899)
account - 405-439-4663
ABSA Bank - RD cheque 424,754 - 80,524 424,754 - 80,524
account - 405-439-4689
First National Bank - 357,253 763,236 349,766 357,253 763,236 349,765
Business account - 620-
124-71257
Total 68,526,094 12,829,027 11,948,196 68,455,754 13,209,715 13,158,111
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5. INVESTMENT PROPERTY
2012 2011
Cost Accumulated Carrying value Cost Accumulated Carrying value
depreciation depreciation
and and
accumulated accumulated
impairment impairment
Investment property 811,061 (274,068) 536,993 811,061 (251,186) 559,875

Reconciliation of investment property - 2012

Opening Impairments Total
balance
Investment property 559,875 (22,882) 536,993
Reconciliation of investment property - 2011
Opening Impairments Total
balance
Investment property 582,694 (22,819) 559,875

Details of property

Investment property that was purchased from The City of Johannesburg Metropolitan Municipality, in terms of the sale of
business agreement, dated 03 July 2000, has not yet been transferred into the name of the entity due to the absence of a
framework provided by Section 14(6) of the Municipal Finance Management Act 2003. National Treasury has been
engaged by The City of Johannesburg Metropolitan Municipality with the aim of resolving the matter.

Investment Property consists of the following:
Stand 118 City Deep Extension 2, Johannesburg, Gauteng - comprising of retail shops.
The market value of the property as determined by an independent valuator as at 22 February 2012 is R12,424,412.

An external, independent valuation entity, having appropriate recognised professional qualifications and recent
experience in the location and category of property being valued, values the entity's investment property portfolio
annually. The fair values are based on market values, being the estimated amount for which a property could be
exchanged on the date of the valuation between a willing buyer and a willing seller in an arm’s length transaction after
proper marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.

In the absence of current prices in an active market, the valuations are prepared by considering the aggregate of the
estimated cash flows expected to be received from renting out the property. A yield that reflects the specific risks inherent
in the net cash flows then is applied to the net annual cash flows to arrive at the property valuation.

Valuations reflect, when appropriate: the type of tenants actually in occupation or responsible for meeting lease
commitments or likely to be in occupation after letting vacant accommodation, and the market's general perception of
their creditworthiness; the allocation of maintenance and insurance responsibilities between the entity and the lessee; and
the remaining economic life of the property. When rent reviews or lease renewals are pending with anticipated

reversionary increases, it is assumed that all notices, and when appropriate counter-notices, have been served validly
and within the appropriate time.

The gross property rental income earned by the entity from it's investment property, all of which are leased out under
gross operating leases, amounted to R1,423,828 (2011: R1,376,551).

Expenditure incurred during the year on investment property amounted to Rnil (2011:RNil).
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The Johannesburg Fresh Produce Market SOC Limited
(Registration number 2000/023383/07)

Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012

2011
6. PROPERTY, PLANT AND EQUIPMENT (continued)
The following leased assets are included in Property, Plant and Equipment listed above
Assets subject to finance lease (Net carrying amount)
Finance lease assets 1,295,134 2,404,544

Details of properties
Freehold land and buildings to the value of R 77,582,957 were purchased from The City of Johannesburg Metropolitan
Municipality in terms of the sale of business agreement dated 03 July 2000, but/and has not yet been transferred into the

name of the entity due to the absence of a framework provided by Section 14(6) of the Municipal Finance Management

Act 2003. National Treasury has been engaged by The City of Johannesburg Metropolitan Municipality with the aim of
resolving the matter.

Land and buildings comprise of the following properties:

Stand 117 City Deep Extention 2, Johannesburg, Gauteng - Market floors, retail outlets and an office block.

7. INTANGIBLE ASSETS

2012 2011
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impairment impairment
Computer software 5,118,940 (3,567,626) 1,551,314 6,506,146 (4,012,901) 2,493,245
Reconciliation of intangible assets - 2012
Opening Additions Transfers Amortisation Total
balance
Computer software 2,493,245 133,608 110,100 (1,185,639) 1,651,314
Reconciliation of intangible assets - 2011
Opening Amortisation Total
balance
Computer software 3,699,953 (1,206,708) 2,493,245
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8. FINANCIAL ASSETS BY CATEGORY
The accounting policies for financial instruments have been applied to the line items below:
2012
Loans and Total
receivables
Loans to shareholders 29,143,633 29,143,633
Trade and other receivables 28,628,214 28,628,214
Cash and cash equivalents 68,467,754 68,467,754
126,239,601 126,239,601
2011
Loans and Total
receivables
Loans to shareholders 54,823,762 54,823,762
Trade and other receivables 25,026,555 25,026,555
Cash and cash equivalents 13,221,715 13,221,715

93,072,032 93,072,032

9. DEFERRED TAX

Deferred tax asset / (liability)

Liabilities for health care benefits accrued 911,680 788,760
Provisions 1,785,212 1,135,647
Trade and other receivables 1,505,266 1,389,859
Leases (73,348) (80,760)
Trade and other payables 871,709 242,208

5,000,519 3,475,714

Deferred tax asset/ (liability)

At beginning of the year 3,475,714 2,931,552
Originating temporary difference on tangible fixed assets - 306,322
Movement in temporary timing differences 1,292,180 (290,416)
Temporary difference on retirement benefits 122,920 (213,080)
Income received in advance 109,705 741,336

5,000,519 3,475,714

45



The Johannesburg Fresh Produce Market SOC Limited
(Registration number 2000/023383/07)

Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements
Figures in Rand 2012 2011

10. FINANCE LEASE OBLIGATION

Minimum lease payments due

- within one year (921,125)  (1,428,160)
- in second to fifth year inclusive (172,309) (1,093,434)
(1,093,434)  (2,521,594)
less: future finance charges 60,255 225,437
Present value of minimum lease payments (1,033,179)  (2,296,157)
Present value of minimum lease payments due
- within one year (867,769)  (1,262,979)
- in second to fifth year inclusive (165,408)  (1,033,178)

(1,033,177)  (2,296,157)

Non-current liabilities 165,408 1,033,178
Current liabilities 867,769 1,262,979

1,033,177 2,296,157

It is entity policy to lease certain motor vehicles and equipment under finance leases.

The average lease term was 3-5 years and the average effective borrowing rate was 10% (2011: 12%).

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been
entered into for contingent rent. The entity has not defaulted on any of its interest or capital repayments during the year,
and none of the terms and conditions of the finance leases were re-negotiated.

The entity's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 6.

11. PAYABLES FROM EXCHANGE TRANSACTIONS

Trade payables 54,718,396 41,890,979
Accrued leave pay 4,414,100 3,795,037
Accrued staff 13th cheques 2,016,738 2,085,504
Creditors accruals 56,272 461,056
Payroll and sundry accruals 9,962,583 16,961,819
Retentions 73,846 865,027
Related party creditor 4,944,589 789,845

76,186,524 66,849,267

The entity has not defaulted on any of its payments. The terms and conditions of trade and other payables were not re-
negotiated.

The carrying amounts of the financial liabilities approximates their fair value due.
The accounting policies for financial instruments have been applied to the line items below:

Fair value of trade and other payables

Trade payables 76,186,524 66,849,268

12. VAT PAYABLE

Tax refunds payable 564,497 8,782

46



The Johannesburg Fresh Produce Market SOC Limited
(Registration number 2000/023383/07)

Trading as Joburg Market

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011

13.

14.

PROVISIONS

Reconciliation of provisions - 2012

Opening Additions  Utilised during  Reversed Total
Balance the year  during the year
Performance Bonus 1,096,460 1,203,788 (777,973) (262,331) 1,259,944
Reconciliation of provisions - 2011
Opening Additions  Utilised during  Reversed Total
Balance the year  during the year
Performance Bonus 1,487,968 1,210,766 (1,042,199) (560,075) 1,096,460

Performance evaluation for bonuses is only performed after year end and the provision is based on management's best
estimate of the expected outflow of economic benefits based on past experience.

EMPLOYEE BENEFIT OBLIGATIONS

14.1Defined benefit plan

The actuarial valuations were done by Independent Actuaries and Consultants, an independent post retirement plan
administrator,and they determined that the retirement plans were in a sound financial position, taking into account the
notional loan account receivable from The City of Johannesburg Metropolitan Municipality.

Post-retirement liability

Post-Retirement Medical Aid Plan (1,032,000) (825,000)
Post-Retirement Housing Subsidy Plan (29,000) (29,000)
Retirement Gratuity Plan (2,185,000)  (1,963,000)

(3,256,000) (2,817,000)

14.1.1Post retirement medical aid plan

The Johannesburg Fresh Produce Market SOC Limited has obligations to subsidise medical aid contributions in respect
of certain qualifying staff and pensioners and their surviving spouses. There is currently 1 qualifying staff member.

Movements for the year

Opening balance 825,000 1,171,000
Benefits paid (7,000) (7.000)
Net expense recognised in the statement of financial performance 214,000 (339,000)

1,032,000 825,000

Net expense recognised in the statement of financial performance

Current service cost 25,000 37,000
Interest cost 71,000 106,000
Actuarial (gains) losses 118,000 (482,000)

214,000 (339,000)
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14. EMPLOYEE BENEFIT OBLIGATIONS (continued)
Key assumptions used
Assumptions used on last valuation on 30 June 2012,

Discount rates used 8.60 % 8.60 %
Expected increase in salaries 6.70 % 5.60 %

The total estimated contribution expected to be paid in the next financial year amounts to R8,000.

The liability is sensitive to the real rate of return earned (i.e. the difference between the rate of discount and the rate at
which medical aid contributions increase) as illustrated befow :

- 1% increase in discount rate will reduce the liability to R1,009,000

- 1% decrease in discount rate will increase the liability to R1,058,000.

14.1.2Post retirement housing subsidy plan

The Johannesburg Fresh Produce Market SOC Limited provides housing subsidies in respect of certain qualifying staff
members. In the event that the housing loan that the subsidy related to is not fully repaid at retirement date, the subsidy
will continue into the members' retirement. The subsidy amount is based on the subsidy being received at the date of

valuation. The subsidy amount is assumed to remain constant and to continue for a period of 5 years after retirement.
There is currently 1 qualifying staff member.

The above liability is unfunded. However, The City of Johannesburg Metropolitan Municipality has undertaken to cover
such portion of the liability for the staff of The Johannesburg Fresh Produce Market SOC Limited who are entitled to
benefits that relate to their service with The City of Johannesburg Metropolitan Municipality from the time that The
Johannesburg Fresh Produce Market SOC Limited was established. This amount was determined at 1 July 2003 and has
been crystallised in the form of a notional loan account and against which the entity may claim benefit payments made.
This loan does not constitute a plan asset and in terms of IAS 19 cannot be offset against the liability. It has however
been included in the assets of The Johannesburg Fresh Produce Market SOC Limited.

Movements for the year

Opening balance 29,000 38,000
Benefits paid (23,000) -
Net expense recognised in the statement of financial performance 23,000 (9,000)

29,000 29,000

Net expense recognised in the statement of financial performance

Current service cost 1,000 2,000

Interest cost 2,000 3,000

Actuarial (gains) losses 20,000 (14,000)
23,000 (9,000)

Key assumptions used
Assumptions used on last valuation on 30 June 2012.

Discount rates used 8.60 % 8.60 %
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14.

EMPLOYEE BENEFIT OBLIGATIONS (continued)
The total estimated contribution expected to be paid in the next financial year amounts to R24,000.

The liability is sensitive to the real rate of return earned (i.e. the difference between the rate of discount and the rate at
which medical aid contributions increase) as illustrated below :

- 1% increase in discount rate will reduce the liability to R28,500
- 1% decrease in discount rate will increase the liability to R29,800.

14.1.3Post retirement gratuity plan

The Johannesburg Fresh Produce Market SOC Limited provides gratuities on retirement or prior death in respect of
certain qualifying staff members who have service with The City of Johannesburg Metropofitan Municipality or The
Johannesburg Fresh Produce Market SOC Limited when they were not members of one of the retirement funds and who
meet certain service requirements in terms of The City of Johannesburg Metropolitan Municipality's conditions of

employment. The gratuity amount is based on 1 month's salary per year of non-retirement funding service.There are
currently 18 qualifying staff members.

The above liability is unfunded. However, The City of Johannesburg Metropolitan Municipality has undertaken to cover
such portion of the liability for the staff of The Johannesburg Fresh Produce Market SOC Limited who are entitled to
benefits that relate to their service with The City of Johannesburg Metropolitan Municipality from the time that the entity
was established. This amount was determined at 1 July 2003 and has been crystallised in the form of a notional loan
account and against which the entity may claim benefit payments, made. This loan does not constitute a plan asset and in

terms of IAS 19 cannot be offset against the liability. it has however been included in the assets of The Johannesburg
Fresh Produce Market SOC Limited.

The plan is a post-employment gratuity benefit plan.

Movements for the year

Opening balance 1,863,000 2,369,000
Benefits paid (353,000) (353,000)
Net expense recognised in the statement of financial performance 585,000 (53,000)

2,195,000 1,963,000

Net expense recognised in the statement of financial performance

Interest cost 169,000 214,000
Actuarial (gains) losses 416,000 (267,000)
585,000 (53,000)

Key assumptions used
Assumptions used on last valuation on 30 June 2012.

Discount rates used 8.60 % 8.60 %
Expected increase in salaries 6.70 % 5.60 %

The total estimated contribution expected to be paid in the next financial year amounts to R8,000.

The liability is sensitive to the real rate of return earned (i.e. the difference between the rate of discount and the rate at
which medical aid contributions increase) as illustrated below :

- 1% increase in discount rate will reduce the liability to R2,091,000
- 1% decrease in discount rate will increase the liability to R2,309,000.
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14.

15.

16.

EMPLOYEE BENEFIT OBLIGATIONS (continued)

14.2Defined contribution plan

All employees transferred from The City of Johannesburg Metropolitan Municipality belong to various defined benefit
plans established by The City of Johannesburg Metropolitan Municipality. New employees belong to the entity's retirement
fund, a defined contribution plan established subsequent to the date of acquisition.

The total amount recognised as an expense for defined contribution plans for the year amounts to R5,062,996 (2011:
R4,931,313).

During 2005 the City entered into an agreement with the Johannesburg Municipal Pension Fund and the City of
Johannesburg Pension Fund to the effect that, in return for payment of an amount of R400 million plus interest from 1
January 2006:

- Except as set out below, the assets and liabilities of the City of Johannesburg Pension Fund will be merged into
the Johannesburg Municipal Pension Fund and the City will sever all financial ties with the latter Fund.

- The City of Johannesburg Pension Fund will be converted into a defined contribution fund. Members will be given the
option of remaining as members of the Fund and accruing future benefits on a defined contribution basis or of joining the
The Johannesburg Fresh Produce Retirement Fund in respect of the accrual of future service benefits. Pensioners will be
given the opportunity to transfer to an insurer instead of remaining pensioners of the Johannesburg Municipal Pension
Fund.

- The settlement amount is to be adjusted to aliow for any excess contributions paid until the effective date and for the
cost of bonus service in respect of exited members.

The necessary provisions have been made in The City of Johannesburg Metropolitan Municipality financial statements.

SHARE CAPITAL

Authorised
1 000 000 Ordinary shares of R0.01 10,000 10,000

Unissued ordinary shares are under the control of the directors in terms of a resolution of members passed at the last
annual general meeting. This authority remains in force until the next annual general meeting.

Issued
1 Ordinary share rounded up to R1 1 1
Share premium 19,999,999 19,999,999

20,000,000 20,000,000

FINANCIAL LIABILITIES BY CATEGORY

The accounting policies for financial instruments have been applied to the line items below:

2012
Financial Total
liabilities at
amortised cost
Loans from shareholders 178,915,553 178,915,553
Finance lease obligation 1,033,177 1,033,177
Trade and other payables 76,186,524 76,186,524

256,135,254 256,135,254
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16. FINANCIAL LIABILITIES BY CATEGORY (continued)
2011
Financial Total
liabilities at
amortised cost
Loans from shareholders 190,903,473 190,903,473
Finance lease obligation 2,296,157 2,296,157
Trade and other payables 66,849,268 66,849,268
260,048,898 260,048,898
17. REVENUE
Commission 209,445,759 189,888,995
Storage 4,578,165 4,577,231
Rental of facilities & equipment 33,592,508 28,395,460
Banana ripening fees 3,513,054 3,964,570
Fair value adjustments 150,905 88,752
Miscellaneous other revenue 847,452 778,431
252,127,843 227,693,439
The amount included in revenue arising from exchanges of goods or
services are as follows:
Commission 209,445 759 189,888,995
Storage 4,578,165 4,577,231
Rental of facilities & equipment 33,592,508 28,395,460
Banana ripening fees 3,513,054 3,964,570
Miscellaneous other revenue 847,452 778,431
251,976,938 227,604,687
The amount included in revenue arising from non-exchange transactions is
as follows:
Fair value adjustments 150,905 88,752
18. OTHER REVENUE
Discount received 64,482 23,344
Bad debts recovered 27,616 50,600
Grant received from shareholder - EPWP 5,728,481 -
Other sundry revenue 1,017,647 1,846,154
Cash handling fees 4,693,733 4,352,169
11,531,959 6,272,267
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19. GENERAL EXPENSES

Advertising 4,613,396 6,243,181
Assessment rates & municipal charges 1,490,616 1,621,674
Assets expensed 135,086 243,591
Auditors remuneration 1,864,357 1,475,924
Bank charges 6,808,244 5,373,059
Cleaning 3,545,571 3,869,281
Conferences and seminars 226,708 791,636
Consulting and professional fees 4,553,121 6,036,597
Consumables 501,064 530,991
Donations 398,680 274,511
Electricity 26,210,115 15,339,543
Entertainment 27,711 39,747
Gifts 19,703 18,264
Hostel charges 96,584 83,267
IT expenses 3,859,072 4,621,583
Insurance 1,055,059 922,593
Irregular, fruitless and wasteful expenditure 1,166 2,464
Laboratory charges - 37,058
Lease rentals on operating lease 212,455 301,541
Marketing 360,744 371,321
Motor vehicle expenses 887,458 768,052
Placement fees 649,925 543,833
Postage and courier 5,505 5,403
Printing and stationery 1,191,414 1,140,960
Protective clothing 567,859 405,505
Refuse 2,206,871 2,285,407
Secretarial fees 224983 6,371
Security (Guarding of municipal property) 12,773,920 7,135,351
Sewerage and waste disposal 1,712,463 1,871,882
Staff welfare 655,635 975,447
Subscriptions and membership fees 181,599 149,558
Telephone and fax 1,123,886 1,164,116
Training 831,831 1,455,968
Travel - local 330,806 578,754
Travel - overseas 54,271 287,012
Water 2,930,518 3,032,515

82,308,396 69,903,960

20. EMPLOYEE RELATED COSTS

Employee related costs : Salaries and wages 66,997,162 60,676,743
Overtime payments 708,719 657,197
Bonus - 13th cheque and performance 4,414,606 4,397,708
UIF 373,324 358,181
WCA 619,939 570,038
SDL 644,039 621,584
Other payroll costs 2,804,382 3,214,776
Leave pay provision charge 1,001,816 1,012,715
Pension costs 567,764 510,894
Gratuities 80,227 377,551
Provident fund 14 5,062,996 4,931,313

83,274,974 77,328,700
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21. DEBT IMPAIRMENT
Bad debts 204 39,697
Contributions to bad-debt provision 2,226,507 2,628,269

2,226,711 2,667,966

22. INTEREST RECEIVED

Interest revenue

Bank 2,436,914 2,960,273
Interest earned - outstanding debtors 224,193 254,981
Interest earned - sweeping accounts 1,097,810 1,972,829

4,658,917 5,188,083

23. DEPRECIATION AND AMORTISATION

Property, plant and equipment 12,571,254 11,798,880
Investment property 22,882 22,819
Intangible assets 1,185,640 1,206,706

13,779,776 13,028,405

24. FINANCE COSTS

Interest paid on shareholder loans 18,619,289 21,034,512
Finance leases 154,408 272,280
Bank 1,324 5,403
Fair value adjustments: Notional interest 186,561 314,419
Other interest paid 268,130 369,811

19,229,712 21,996,425
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25. TAXATION
Major components of the tax expense
Current
Local income tax - current period 19,862,594 15,458,049
Local income tax - recognised in current tax for prior periods (1,882,305) 785,218
17,980,289 16,243,267
Deferred
Originating and reversing temporary differences (940,869) 155,000
Arising from prior period adjustments (583,938) (699,161)
(1,524,807) (544,161)
16,455,482 15,699,106
Reconciliation of the tax expense
Reconciliation between applicable tax rate and average effective tax rate.
Applicable tax rate 28.00 % 28.00 %
Disallowable charges 7.50 % 5.08 %
Current tax - prior period adjustment (3.50)% 1.66 %
Deferred tax - prior year adjustment (1.10)% (1.48)%
30.90 % 33.26 %
26. AUDITOR'S REMUNERATION
Fees 1,864,357 1,475,924
27. CASH GENERATED FROM OPERATIONS
Surplus 36,898,416 31,502,863
Adjustments for:
Depreciation and amortisation 13,779,776 13,028,405
(Gain) loss on sale of assets and liabilities 43,613 618,468
Finance costs - Finance leases 154,408 272,280
Impairment deficit 6,172,719 143,274
Debt impairment 2,226,711 2,667,966
Other non-cash items - deferred tax prior period 439,000 (761,000)
Movements in provisions 163,484 (391,508)
Movement in tax receivable and payable (6,412,520) 6,119,231
Annual charge for deferred tax (940,869) 155,000
Other non-cash items - deferred tax prior period (583,938) (699,161)
Changes in working capital:
Receivables from exchange transactions (5,828,370) (3,914,747)
Payables from exchange transactions 9,337,255 16,596,921
VAT 555,715 (1,610,421)
56,005,400 63,727,571
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28. TAXPAID

Balance at beginning of the year (9,135,778)  (3,016,547)
Current tax for the year recognised in surplus or deficit (17,980,289) (16,243,267)
Balance at end of the year 2,723,258 9,135,778

(24,392,809) (10,124,036)

29. COMMITMENTS
Commitments in respect of capital expenditure:

Authorised and not yet contracted for
o Property, plant and equipment 26,600,000 18,000,000

Authorised and contracted for
. Property, plant and equipment 398,242 4,617,444

This expenditure will be financed from:

External Loans 26,898,242 22,617,444

Operating leases — as lessor (income)

Minimum lease payments due
- within one year

- in second to fifth year inclusive
- later than five years

6,005,077 2,076,721
6,957,048 2,145,929
2,897,318 3,120,085

156,859,444 7,342,735
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30. CONTINGENCIES

31.

Economic entity
Other contingencies

Disputes with employees

The entity is involved in four (4) litigation matters and disputes relating to the dismissal of former employees. One (1) of
the these cases have been lodged with the bargaining council, one (1) case with CCMA, while one (1) case has been
lodged with the Labour Court and one (1) with the Labour Appeal Court. All four of the cases have been carried over from

the prior year. The estimated exposure is unknown at this stage. The directors are of the opinion that the claims can be
successfully defended by the company.

Disputes with suppliers
There are several potential claims and disputes against the entity, the outcome of which cannot at present be foreseen or
reliably measured. The claims and disputes arose due to termination of contracts due to poor performance, possible non-

compliance with procurement and SCM policies and possible fraud within the entity and relates to a number of suppliers
or contractors.

There are also several uncertainties relating to the claims and disputes resulting from the litigation process which
includes, inter alia, determination of possible value received and non-compliance with procurement and SCM policies.

Certain of the information usually required by GRAP 19 Provisions, Contingent Liabilities and Contingent Assets is not
disclosed on the grounds that it can be expected to seriously prejudice the outcome of the current litigation and disputes.
The directors are of the opinion that the claims can be successfully defended by the company.

RELATED PARTIES

Relationships

Controlling entity The City of Johannesburg Metropolitan Municipality
Other members of the group Johannesburg Social Housing Company SOC Ltd
City of Johannesburg Property Company SOC Ltd
City Power Johannesburg SOC Ltd
Johannesburg Water SOC Ltd
Pikitup Johannesburg SOC Lid
The Johannesburg Zoo SOC Ltd

Related party balances

Amounts included in Loans,
Trade and other receivables regarding related parties

City of Johannesburg Metropolitan Municipality 29,143,633 54,823,762
Department of Economic Development 2,639,916 -
Revenue and Customer Relations 67,153 -

City Treasury Department 1,077,740

The Johannesburg Zoo NPC 93,373

32,828,442 54,917,135
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31. RELATED PARTIES (continued)
Amounts included in Loans,
Trade and other payables regarding related parties
City of Johannesburg Metropolitan Municipality 178,915,553 190,943,373
Revenue and Customer Relations 4,836,510 -
Johannesburg Social Housing Company SOC Ltd 78,315 13,261
Corporate and Shared Services 2,400 -
City Power Johannesburg SOC Ltd - 331,123
The Johannesburg Zoo NPC 29,762 -
183,862,540 191,287,757
Related party transactions
Sales to related parties
City of Johannesburg Metropolitan Municipality 1,997,810 -
Department of Economic Development - Grant received 5,753,748 -
Johannesburg Zoo NPC 24,041 493,451
7,775,599 493,451
Purchases from related parties
Revenue and Customer Relations 32,495,747 24,307,464
Corporate and Shared Services 384,510 -
Johannesburg Social Housing Company SOC Ltd 96,664 85,611
City of Johannesburg Property Company SOC Ltd 858,234 -
33,835,155 24,393,075
Interest paid to related parties
City of Johannesburg Metropolitan Municipality 18,619,289 21,034,512
Insurance paid to related party
City of Johannesburg Metropolitan Municipality 740,719 833,498
Assessment rates paid to related party
City of Johannesburg Metropolitan Municipality - 1,528,685
WCA occupational health and safety paid to related party
City of Johannesburg Metropolitan Municipality 619,939 570,038
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32. DIRECTORS' EMOLUMENTS
Executive
2012
Emoluments Other benefits Pension paid Total
or receivable
For services as chief executive officer (4.5 months) 388,773 172,362 29,417 590,552
For services as chief financial officer 879,651 124,383 137,400 1,141,434
For services as senior management 1,163,074 104,357 159,838 1,427,269
2,431,498 401,102 326,655 3,159,255
2011
Emoluments Other benefits Pension paid Compensation Total
or receivable for loss of
office
For services as chief executive officer 1,404,492 160,386 129,790 1,231,154 2,925,822
For services as chief financial officer 1,034,004 - 202,863 - 1,236,867
For services as senior management 1,623,911 82,054 223,820 - 1,829,785
3,962,407 242,440 556,473 1,231,154 5,992,474
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32. DIRECTORS' EMOLUMENTS (continued)

Non-executive

2012
Directors' fees Total

Mr L Tshwete (Chairman) 331,325 331,325
Mr C Finlayson 56,550 56,550
Ms R Manning 120,720 120,720
Mr M Morokolo 103,168 103,168
Mr B Netshiswinzhe 66,470 66,470
Dr S Nggangweni 115,090 115,090
Ms N Singh 206,350 206,350
Ms M Vuso 74,400 74,400
Mr G Zabala 131,940 131,940
Ms M Mpofu (Chairman) 24,800 24,800
Dr P Maesela 14,880 14,880
Mr S Mbedzi 9,920 9,920
Mr T Tselane 14,880 14,880
Dr E Zulu 4,960 4,960

1,275,453 1,275,453
2011

Directors' fees Total

Mr L Tshwete (Chairman) 150,785 150,785
Mr C Finlayson 97,567 97,567
Dr M Makura 76,390 76,390
Ms R Manning 174,524 174,524
Mr M Morokolo 87,298 87,298
Mr B Netshiswinzhe 87,306 87,306
Dr S Nggangweni 100,210 100,210
Ms N Singh 273,280 273,280
Mr S Tsoku 19,840 19,840
Ms M Vuso 89,280 89,280
Mr G Zabala 18,850 18,850

1,175,330 1,175,330
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33.

RISK MANAGEMENT
Financial risk management

The entity's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate
risk, cash flow interest rate risk and price risk), credit risk and liquidity risk.

The entity is exposed to a number of risks which include finance and operation risks. All risks are captured in a series of
registers. The entity manages its risks in terms of the risk management framework adopted by the City of Johannesburg
Metropolitan Municipality. The Board is empowered to ensure the execution of the risk management policy and guiding
intervention. Management reports risk status and interventions to the Board. Finance management and the lodging of
risks are exercised against the backdrop of the principles embedded in the King Il report on Corporate Governance. Risk
registers are regularly updated and independently evaluated by the Audit Committee of the entity. As the entity is largely
self insured loss control remains an integral part of risk management. The entity reports comprehensively on risks to the
City of Johannesburg Metropolitan Municipality on a monthly, quarterly and annual basis.

Liquidity risk

Liquidity risk arises as a result of operations that cannot be funded and financial commitments that cannot be met
timeously and cost effectively due to cash shortages. Prudent liquidity risk management implies maintaining sufficient
cash and marketable securities, the availability of funding through an adequate amount of committed credit facilities and
the ability to close out market positions. Due to the dynamic nature of the underlying businesses, treasury maintains
flexibility in funding by maintaining availability under committed credit lines.

The entity’s risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk
through an ongaing review of future commitments and credit facilities.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

The table below analyses the entity's financial liabilities and net-settled derivative financial liabilities into relevant maturity
groupings based on the remaining period at the statement of financial position to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting is not significant.

At 30 June 2012 Less than 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Loans from shareholders 29,152,195 67,940,966 62,547,676 19,274,716

Trade and other payables 76,186,524 - - -

Finance leases 867,769 165,408 - -

At 30 June 2011 Less than 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Loans from shareholders 27,979,123 58,947,567 81,377,438 22,599,345

Trade and other payables 66,849,268 - - -

Finance leases 1,262,979 1,033,178 - -
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33. RISK MANAGEMENT (continued)

Interest rate risk

This refers to the potential variability in the entity's financial condition owing to changes in interest rate levels. The entity's
borrowings in interest bearing loans give rise to exposure to this risk.

As the entity has no significant interest-bearing assets, the entity’s income and operating cash flows are substantially
independent of changes in market interest rates.

The entity s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the group to
cash flow interest rate risk. Borrowings issued at fixed rates expose the to fair value interest rate risk. All group borrowings

are at fixed interest rates over the period of the loan agreements and the company is not exposed to any changes in
interest rates.

At year end other financial instruments exposed to interest rate risk were balances with banks.

Credit risk

Credit risk is the risk of an economic loss arising from the failure of the counter party to fulfill it's contractual obligations.

Credit risk consists mainly of cash deposits, cash equivalents, loans to shareholder and trade and other receivables. The
only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. Loans

to shareholders is managed on a monthly basis and the entity is currently not exposed to any risk regarding recoverability
of this amount.

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an
on going basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating,
risk control assesses the credit quality of the customer, taking into account its financial position, past experience and

other factors. Individual risk limits are set based on internal or external ratings. The utilization of credit limits is regularly
monitored.

Some credit limits were exceeded during the reporting period, these are closely monitored and management does not
expect any losses from non-performance by these counterparties.

Financial assets exposed to credit risk at year end were as follows:

Financial instrument 2012 2011

Cash and cash equivalents 68,467,754 13,221,715
Trade and other receivables 28,628,214 25,026,555
Loans to shareholders 29,143,633 54,823,762
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34. GOING CONCERN

35.

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

The ability of the entity to continue as a going concern is dependent on financial support of the entity's only shareholder,
The City of Johannesburg Metropolitan Municipality, which The City of Johannesburg Metropolitan Municipality confirmed.

IRREGULAR EXPENDITURE

Reconciliation of irregular expenditure

Opening balance 50,237,904 -
Irregular expenditure current year 13,222,023 19,354,822
Irregular Expenditure prior years - 30,883,082

63,459,927 50,237,904

2012

Due to non-compliance identified in the prior years, irregular expenditure to the value of R13,222,023 has been carried
forward or incurred in the current year. These are as a result of legacy contracts. Subsequent to the 2011 financial year a
full compliance audit was conducted in the supply chain department to test the processes implemented. As indicated in
the report, the consultants observed that steps were implemented to address short-comings identified in the external audit
and by the entity itself. However, recommendations were made to further improve compliance. It was noted that the

supply chain department structure is being filled and that the supply chain management processes are being aligned to
best practices.

2011

Based on the current system in place, irregular expenditure to the value of R50,237,904 was identified in the current
year.A large portion of these breaches related mainly to a number of legacy contracts and arrangements awarded in the
prior years and a few in the current year that did not comply with the requirements of the SCM policy. Although no
documented evidence could be provided by management that certain processes prescribed by SCM Regulation 38 were
followed, no evidence to the contrary could be found. Based on this and to be prudent an amount of R6,063,944 was
classified as irregular expenditure as opposed to non-compliance. The system of identifying irregular expenditure is in a

constant state of improvement so that in future all irregular and wasteful and fruitless expenditure will be identified and
reported on.

In all these instances no financial loss was suffered. The necessary and appropriate action will be taken.

Subsequent to the above, significant changes were made to the Supply Chain Department. Previous SCM individuals
resigned or were suspended, the seniority of the Supply Chain Department head was increased and the position filled
with a suitable person; a stronger supply chain structure has been approved and is being filled; a new supply chain policy

has been approved and staff training is being conducted. The supply chain management process is being aligned to best
practices to prevent the above issues.

With the implementation of the new supply chain system, processes have been put in place to prevent re-occurrence of
these instances.
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36. ADDITIONAL DISCLOSURE IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT

Audit fees

Current year audit fee 1,864,357 1,479,968

Amount paid - current year (59,545) 2,757

Amount paid - previous years (1,804,812)  (1,482,725)

PAYE and UIF

Opening balance 1,656,544 -

Current year expense 12,154,950 12,973,776

Amount paid - current year (13,811,494) (11,317,232)
- 1,656,544

Pension and Medical Aid Deductions

Opening balance - 511,252

Current year expense 5,693,548 5,163,766

Amount paid - current year (5,593,548) (5,675,018)

VAT

VAT payable 564,497 8,782

VAT output payables and VAT input receivables are shown in note 12.
All VAT returns have been submitted by the due date throughout the year.

37. DEVIATION FROM SUPPLY CHAIN MANAGEMENT REGULATIONS

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management
policy must provide for the procurement of goods and services by way of a competitive bidding process.

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

the directors and includes a note to the annual financial statements.

Deviations authorised by the Accounting Officer

Total

Sole supplier 1,569,782
Single source 1,295,962
Historical Contracts 489,968
Extension of contracts 3,026,335
Sensitive/High risk procurement 166,687
Multi Source 497,536
Emergency 1,021,079
Avoidable deviations 180,952

8,248,301
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38. IMPAIRMENT OF ASSETS

Impairments
Property, plant and equipment 6,172,719 143,274

The cost above is as a result of impairment testing of the generator system. The
generator has remained in work in progress since 2008 at the full initial cost, and
it has been tested in the open market for the value of a similar system in current
condition, in so doing it has been impaired.

39. CURRENT INVESTIGATIONS

There is an ongoing investigation into past procurement awards, the outcome of which is unknown. These matters are

being dealt with as expeditiously as possible, in conjunction with the SAPS, and appropriate steps will be taken once the
investigations have been finalised.

Refer to Directors' Report on page 12 point 19.
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ADDENDUM |

Glossary Definitions of Key Performance Indicators
[Financial Year 2011/12]

1.1 KPA: Effective financial management
KPI: Percentage variance of net income (surplus) against ME’s approved budget

1:

Version FIN

Definition of KPI:

This KPI measures the actual surplus income of the entity in relation to the
budgeted surplus income. If the target is exactly achieved the rating is 0% — thus
zero percent underperformance. The latter implies that the entity did not
underperform and if it exceeded performance such additional performance will be
indicated in the actual figure and articulated in a supplementary comment note
added to the scorecard indicating the percentage with which actual surplus
exceeds budgeted surplus. If the surplus exceeds the target (20) the increased
actual percentage which exceeds the target is indicated.

KPI standard/norm/benchmark
Not determined

Evidence:
Income and expenditure report/Income statement

Means of verification:
JM Management accounts

Unit of measure
Index % derived from the formula as indicated under par 1 above (2 0 variance).

Compilation/formula for calculation:

- As reported by Management accounts

- Target of zero indicates exact achievement. If the result is greater than zero
(20) the actual percentage with which target is exceeded is indicated as
result.

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Programme description

This programme forms part of the entity's drive to create a conducive
environment.

The entity constantly considers innovative ways to increase the net income of the
entity. The latter will include:

- Earlier settlement of shareholder loans to save on interest

- Improve recovery on utility charges to tenants

- Diversification of the main income stream through potential new services i.e.
o Potential facilitation of credit facilities on behalf of producers
o Development of vacant land
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ADDENDUM |

Glosséry Definitions of Key Performance Indicators
[Financial Year 2011/12)

Risks

A key risk being mitigated by the entity entails the potential erosion of the main
income stream by competing groupings. The details of mitigation are contained
in the entities risk register in the Business Plan

1.2 KPA: Effective financial management
KPI: Percentage of capital budget spent

1:

Version FIN

Definition of KPI:
This KPI measures the capital budget expended in percentage terms in relation

to the entity’s formal capital budget. The results in the company scorecard are
exhibited in cumulative indicators.

KPI1 standard/norm/benchmark
Nationally & provincially a benchmark could not be identified. National Treasury

would appear to be flexible as various municipalities face different challenges.
The quest is to spend 100%

Evidence:
Capital expenditure report

Means of verification:
JM Management accounts

Unit of measure

Percentage cumulatively as derived from the formula as indicated under par 1
above

Compilation/formula for calculation:
As reported by Management accounts

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Programme description

This programme forms part of the entity's drive to create a conducive
environment,

The capital budget spent objective is to spend 100% in line with the objectives of
the shareholder.

Full CAPEX expenditure will enable the entity to maximally produce services
achieving efficiencies in serving market clients.
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ADDENDUM |

Glossary Definitions of Key Performance Indicators
{[Financial Year 2011/12]

Risks

The entity faces risks of non-compliance and potential fraud within the SCM
system. The entity’s risk register in the Business Plan provides mitigating
actions.

1.3 KPA: Effective financial management
KPI: Complete registers of assets

1:

Version FIN

Definition of KPI:

This KPI measures the availability of a complete asset register with a fully
updated status of 100 percent per quarter.

KPI standard/norm/benchmark:
The ideal is to strive towards SA GRAP standards.

Evidence:
Compliant asset register

Means of verification:
Signed reconciliation

Unit of measure:
Percentage as derived from the formula as indicated under par 2 above

Compilation/formula for calculation:
Complete asset register.

Multiyear prediction of KPI:
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Programme description
This programme forms part of the entity’s conducive environment drive.

The complete register is maintained through an active programme to ensure
asset control as guided by shareholder.

A team of staff members is devoted to the function which conducts regular
evaluations and also physical verification of assets.

Risks

The company faces the risk of loss of assets. In this regard risk controls
contained in the business plan addresses the controls relevant to the segregation
of duties and compliance audits.
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ADDENDUM |

Glossary Definitions of Key Performance Indicators
[Financial Year 2011/12]

1.4 KPA: Effective financial management
KPI: Reconciliation of intercompany balance with CoJ

1:

Definition of KPI:

This KPI measures the execution of a reconciliation exercise of intercompany
balances between the CoJ and the company. Compliance implies the availability
of a completed balanced reconciliation document at the end of each quarter.

KPI standard/norm/benchmark
100% reconciliation

Evidence:
Intercompany reconciliation

Means of verification:
Signed reconciliation

Unit of measure

Percentage completed reconciliation as derived from the formula as indicated
under par 1 above

Compilation/formula for calculation:
Percentage

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Programme description
The programme forms part of the entity's drive towards a conducive environment.

The entity ensures that inter-company reconciliations are conducted on a
monthly basis.

Risks
The company face the risk of faulty reconciliations which may become legacy

issues in time. In this regard such developments are prevented through monthly
controls.

1.5 KPA: Effective financial management

KPI: Reconciliation of intra-company balances with other municipal operated
entities (MOE’s)

1:

Version FIN

Definition of KPI:

This KPI measures the execution of a reconciliation exercise of intercompany
balances between other MOE's and the company. Compliance implies the
availability of a completed balance reconciliation document at the end of each
quarter.
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ADDENDUM |

Glossary Definitions of Key Performance Indicators
[Financial Year 2011/12]

2: KPI standard/norm/benchmark
100% reconciliation

3 Evidence:
Intercompany reconciliation

4: Means of verification:
Signed reconciliation

5: Unit of measure

Percentage completed reconciliation as derived from the formula as indicated
under par 1 above

6: Compilation/formula for calculation:
Percentage

7: Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

8: Programme description
The programme forms part of the entity’s drive towards a conducive environment.

The entity ensures that inter-company reconciliations are conducted on a
monthly basis.

9: Risks
The company face the risk of faulty reconciliations which may become legacy

issues in time. In this regard such developments are prevented through monthly
controls.

1.6 KPA: Effective financial management
KPI: Percentage of an unqualified audit report attained

1: Definition of KPI:
This KPI aims at a percentage rating of 100% which implies that the company will
receive an unqualified audit report from the Auditor General containing no
qualifications with only matters of emphasis listed.

2: KPI standard/norm/benchmark
Unqualified external audit

3: Evidence:

Auditor General's management report

4. Means of verification:
Signed management letter
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Unit of measure
Percentage of 100 as derived from the formula as indicated under par 1 above

Compilation/formula for caiculation:
Percentage

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks
The entity faces the risk of potential incorrect performance information being

supplied by JM departments. In mitigating such possibility quality certificates and
evidence vetting are formalized procedures.

1.7 KPA: Effective financial management
KPI: Maintain debtors days outstanding at a level of 30 days

1:

Version FIN

Definition of KPI:

This KPI aims at maintaining the debtors outstanding days at 30 days. Debtors of
the company consist of the following type of debtors:

- Buyers purchasing produce on credit

- Tenants rentals for leasing facilities

- Utility recovery accounts payable by tenants

- General trade debtors

KPI standard/norm/benchmark
Provisions of the MFMA

Evidence:
Company financial statements

Means of verification:
Company debtors age analysis report from the JDE financial system

Unit of measure
Number of days
Compilation/formula for calculation:

Debtor's days as calculated by financial system

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14
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Risks
The company faces the risks of defaulting debtors. In the case of buyers such
credit is covered by banker's guarantees and in the case of rental debtors

deposits serve as security. Debtors and controls/policy and contracts govern
such debtors.

2.1. KPA: Business expansion

KPI: Percentage increase in the market share of the fresh produce sold by fresh
produce markets

1:

Version FIN

Definition of KPI:

This KPl aims at Joburg Market achieving a set quarterly target market
percentage share rating in relation to the 19 fresh produce markets of which the
national statistics are published monthly by the *SAUFPM. One of the markets —
Cape Town Market - withdrew from the national database and the market share
of this entity is estimated based on observations made by the Senior Manager:
Operations. Such assessment is vital as the produce consigned to the Cape
Town Market do impact on the produce distribution channel for fresh produce
markets. Following such assessment a market share percentage to all markets
inclusive of the estimated figure for Cape Town Market is produced for Joburg
Market

* SAUFPM - South African Union of Fresh Produce Markets

KPI standard/norm/benchmark
Data supplied by SAUFPM - South African Union of Fresh Produce Markets

Evidence:
Industry statistics as published by SAUFPM

Means of verification:
Industry monthly Report as published by SAUFPM

Unit of measure

Percentage of Market share as derived from the formula as indicated under par 1
above

Compilation/formula for calculation:
Percentage of market share calculated as per discussion under section 2 above

Muitiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

The unavailability of Cape Town Market's information may lead to inaccurate
estimation of its market share. Industry trends are utilized to enhance accuracy
in this regard.
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2.2, KPA: Business expansion
KPI: Growth in export of fresh produce

1:

Version FiN

Definition of KPI:
JM is well located to serve as export platform to regions such as SADC and other
African and Middle East destinations.

increased income in produce export sales is created by JM providing support
services to enable intermediaries to conduct exports from the JM site as all
transactions are conducted on the JM site in ZAR and does not expose the entity
to exchange rate risks.

JM interventions include:

- Promotional visits to international produce traders.

- Achieving co-operation accords with intermediaries and a database of such
business

- Enabling Export friendly elements in the trading system of JM

KPI standard/norm/benchmark
To be established.

Evidence:
SPS trading system reports on exports

Means of verification:
Quarterly reports on Exports produced through the SPS system.

Unit of measure
R/c (Millions) ZAR in trading value

Compilation/formula for calculation:
SPS Data and R/c Million turnover in income to JM

Multiyear prediction of KPI|
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

The entity faces the risk of fluctuating international markets which may lead to
sharp changes in trading patterns. The entity will mitigate such possibility
through MOU's and consultation with trade associations.
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2.3 KPA: Business Empowerment
KPI: Percentage increase in share of produce received from emerging producers

1:

Version FIN

Definitions

1.1:  Definition of KPI:
This KPI aims at achieving a targeted percentage increase in the market
share of Emerging Producers trading on the Johannesburg Market and
registering as such producers. Increase in market share implies that the
emerging producers collectively produce an increase in market share in
relation to their formal counterparts. Turnover in mass (metric tons) serve
as measure to determine the comparative market share

1.2:  Definition of Emerging Farmers:

Emerging Producers are recognized on the JM system as those trading
up to R 250 000.00 per quarter per farmer on the JM system. Joburg
Market has adopted the concept stating that emerging producers are
defined as emerging farmers, whom are those previously disadvantaged
and small farmers that are beginning to participate in the market and have
intentions to produce and sell more through the JM trading system. Black
owned farming entities that do not register as emerging farmers are
excluded and regarded as commercial producers.

KPI standard/norm/benchmark
To be established. Other municipal markets are producing low success rates and
cannot serve as benchmark

Evidence:
SPS trading system — Emerging Producers report

Means of verification:
Quarterly report assessed against data produced from SPS system

Unit of measure
Turnover in mass (Metric tons — cumulatively)

Compilation/formula for calculation:
SPS data and quarterly assessment sheet of emerging producers share in metric
tonnes as calculated as per discussion under section 1 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

Production factors such as input means and disasters may severely impact on
supplies from such producers. Back to back co-operatives are being planned to
mitigate against such risks.
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2.4 KPA: Business expansion
KPI: Establish distribution centres in marginalized areas (previously
disadvantaged areas)

1:

Definition of KPI:

The objective is to enable small business operators to trade in distribution
centres located in previously disadvantaged areas with produce and services
procured through JM. The 2011/12 objective includes the 2 facilities as part of
JM's efforts to establish with stakeholders logistical infrastructure trading in
previously disadvantaged areas. Units consist of a Marque Market to enable the
facilitation of morning markets at various locations and secondly a mobile unit
built from upgraded sea containers.

KPI standard/norm/benchmark
Sales point standards complying to municipal regulation.

Evidence:
Project report

Means of verification:
Project reporting

Unit of measure
Number of distribution points (Units) established (Cumulative)

Compilation/formula for calculation:
Project evidence sheets as per definition outlined under section 1 above.

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

The establishment of the units may face objections from existing traders in the
designated areas. Ward based communications will be utilized to create a
conducive environment for these units to operate in.

2.5 KPA: Business Expansion

KPI: Finalize competent funding application for the funding of the Premium Hall
(Market of the Future)

1: Definition of KPI

This KPI aims at achieving the development of a competent application set to ensure
achievable funding for the MoF (Market of the Future) establishment.

Version FIN
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2, KPI standard/norm/benchmark
Funding support done by National Treasury to other ventures within the RSA
3: Evidence:
Financial models and relevant documentation to enable a due diligence by a funder
4: Means of verification:
- Letters of confirmation issued by National Treasury
- Documents drafted for the application (Due diligence documents)
5: Unit of measure
A set of documents representing documentation for a competent application for
consideration by funders
Percentages quarterly and calculated cumulatively as derived from the formula as
indicated under par 2 above
6: Compilation/formula for calculation:
The finalization of a set of documents as per discussion under section 1 above
7: Multiyear prediction of KPI
Concluded for 3 years 2011/12 — Funding, applications formalities
2012/13 - Construction
2013/14 — Construction
8: Risks
The entity may face difficulties to fund the venture off balance sheet. In mitigation
alternative sources of local government financing methods will be explored.
2.6 KPA: Business expansion

KPI: Increase revenue from non-commission income streams

Income stream 1: Fines collected from security department actions in bylaw
application

Income stream 2: Income collected from rental of JM trucks to convey goods on
delivery

1: Definition of KPI:
The 2 income streams were previously identified as new income streams

(2010/11). The objective is to ensure *stability in the income streams in the
2011/12 financial year.

o Stability implies the maintaining regular income with a joint tendency to grow
when compared year on year.

2: KPI standard/norm/benchmark
To be established
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Evidence:
JM revenue report

Means of verification:
Detailed reports from JDE system.

Unit of measure
Percentages quarterly and calculated cumulatively as derived from the formula
as indicated under par 2 above

Compilation/formula for calculation:
Percentage cumulatively calculated as per discussion under section 1 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

The income stream relevant to fines may stop growing due to improved
compliance by operators on the market site. As mitigating intervention an
alternative source of income will be sought.

3.1: KPA: Business expansion
KPI: Introduce a new Emerging Market Agent

1:

Version FIN

Definition of KPI:

This KPI aims at Joburg Market achieving the establishment of one new
emerging Market Agent to trade on the Johannesburg Market. Establishment
implies that the Agency is fully registered in terms of legislative requirements and
is physically trading in at least one trading hall of the JM. Establishment is also
regarded as the quarter in which the company completed efforts to support the
sustainability of the new emerging agency

Definition of Emerging Agent:

Joburg Market has adopted the concept stating that emerging agents are those
previously disadvantaged participants that are beginning to trade in the market
and have intentions to trade through the JM trading system. Such participation
may be through a 100% black owned entity or an entity starting up in partnership
with white participants with industry related skills

KPI standard/norm/benchmark
To be established

Evidence:
Project reporting
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Means of verification:
Record of trading agent

Unit of measure
Percentage

Compilation/formula for calculation:
Percentage of market share in relation to all market agents calculated,
cumulatively as per discussion under section 2 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks
Newly introduced emerging agents are subjected to entry barriers and as a
consequence support programmes to ensure their viability is an on-going activity

3.2: KPA: Business Empowerment
KPI: Graduate “Bronze Buyers” to “Silver Buyers”

1:

Version FIN

Definition of KPI:
“Bronze buyers” are buyers with annual purchases less than R1m. “Silver
Buyers” are buyers are buyers with purchases between R1m and R5m. The

baseline and target measure the movement in the proportion of “Silver buyers” at
JM.

KPI standard/norm/benchmark
To be established

Evidence:
SPS trading system report

Means of verification:
Reports produced from the SPS system

Unit of measure
Number of buyers

Compilation/formula for calculation:
SPS data generated in terms of the discussion under section 1 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

Some buyers may use multiple buying cards which disable them to participate in
silver buying status. In mitigation the Marketing department is to refine its data
base to be able to identify such buyers.
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5.1 KPA: Corporate Social Investment
KPI: Increase the number of food donations to NGO’s, disaster victims and CoJ
indigent families support, receiving donations of fresh produce and food from the

FoodBank

Version FIN

Definition of KPI:
The KPI aims at achieving an increase in the number of donations to NGO's,

indigent families, disaster victims and indigent programmes of the City of
Johannesburg.

1.1

1.2

1.3

NGO's are defined in terms of their registration with the relevant authority
issued on a registration certificate (shelters supported by the CoJ is
included in this definition).

A letter of despatch to a NGO is defined as a single donation.

Indigent families are defined as a family identified as needy with the input
from the City Executive Mayor or a member of the Mayoral Committee, a
ward Counsellor or a community organization. Such donation is
conducted either to enable a burial or to serve a family in immediate
need.

Assistance to an indigent family is defined as a single donation.

Disaster victims and special projects (i.e. ex combatants).

Donations to disaster victims and projects where individual families are
identifiable through a database are counted as a donation per family

regardless whether government and other agencies approached JM (JM
prepare such food packs per family).

KPI standard/norm/benchmark
Standard to be established

Evidence:
Donations report

Means of verification:
Foodbank report

Unit of measure
Number of donations

Compilation/formula for calculation:
Number of donations formulated as per discussion under section 1 above
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Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks
There is a risk of NGO’s whom may operate in conflict with recognised rules for

NGO’s. The CoJ — Community Development Department is to assist the JM with
NGO verification.

5.2 KPA: Corporate Social Investment
KPI: Increase number of tonnages of fresh produce and food donations donated
to the food bank by stakeholders and NGO's

1:

Version FIN

Definition of KPI:
The objective of this KPI is to achieve an increase in the number of tonnages of
fresh produce, processed foods and household consumable goods donated to

the FoodBank by producers, producer organization processors and corporate
chain stores.

KPI standard/norm/benchmark
Standard to be established

Evidence:
Donations report

Means of verification:
Foodbank report

Unit of measure
Number of donations based on tonnages received (cumulatively)

Compilation/formula for calculation:

Number of donated tonnages formulated as per discussion under section 1
above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

JM may experience the risk of reduced donations from stakeholders. In
mitigation the entity is working towards establishing resources and methods to
improve canvassing for a wider variety of products across the food spectrum.
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6.1

KPA: Good targeted procurement practices

KPI: Percentage procurement spend on BEE and *SME as a percentage of total
procurement (ZAR).

Version FIN

1:

Definition of KPI:

BEE is defined in terms of the BBBEE Act where points for preference in terms of
the procurement system is awarded based on ownership status. Ownership is
determined by whether the shareholder, owner, director is an African, Coloured
or Indian. Points are allocated in terms of both the bidder's scorecard level in
terms of the codes of good practice and ownership by historically disadvantaged
individuals. The percentage is based on the monetary value spent — ZAR by the
entity on such targeted beneficiaries for — on total procurement.

*SME'’s are defined as they are being defined in legislation
This definition will be redrafted in Q3 and Q4 based on new draft regulations and
will be broad based. In line with current NT regulations procurement practises
will be narrow based for Quarters 1 and 2.

KPI standard/norm/benchmark
City of Johannesburg SCM policy

Evidence:
JDE based Reports — affirmative procurement report

Means of verification:
Quarterly reports

Unit of measure
Number and value of transactions

Compilation/formula for calculation:
The percentage of procurement spent in ZAR as formulated per discussion under
section 2 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

The risk of having an insufficient database of all SME and BEE suppliers are to
be mitigated through additional database extension exercises.
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6.2 KPA: Good targeted procurement practices

KPI: Percentage procurement spend on BEE and *SME as a percentage of CAPEX
(ZAR).

1: Definition of KPI:

BEE is defined in terms of the BBBEE Act where points for preference in terms of
the procurement system is awarded based on ownership status. Ownership is
determined by whether the shareholder, owner, director is an African, Coloured
or Indian. Points are allocated in terms of both the bidder's scorecard level in
terms of the codes of good practice and ownership by historically disadvantaged
individuals. The percentage is based on the monetary value spent — ZAR by the
entity on such targeted beneficiaries for — on CAPEX procurement.

*SME's are defined as they are being defined in legislation

This definition will be redrafted in Q3 and Q4 based on new draft regulations and
will be broad based. In line with current NT regulations procurement practises
will be narrow based for Quarters 1 and 2.

2: KPI standard/norm/benchmark
City of Johannesburg SCM policy

3: Evidence:
JDE based Reports — affirmative procurement report

4: Means of verification:
Quarterly reports
5: Unit of measure

Number and value of transactions

6: Compilation/formula for calculation:
The percentage of targeted procurement spent in ZAR on CAPEX as formulated
per discussion under section 1 above

7: Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

8: Risks
The risk of having an insufficient database of all SME and BEE suppliers are to
be mitigated through additional database extension exercises.
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71 KPA: Human resources development
KPI: Percentage of total salary expense for staff training

1.

Definition of KPI:

This KPI aims at achieving a minimum of 1 percent of total staff salary expense
spending on planned staff training.

KPI standard/norm/benchmark
City of Johannesburg staff training framework

Evidence:
Expenditure report

Means of verification:
Management accounts

Unit of measure
Percentage of total salary expenses

Compilation/formula for calculation:

The Percentage of total salary expenses as formulated per discussion under
section 1 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

Underperformance in training may lead to skills gaps. The risk of skills gaps is
mitigated through a skills development plan to be established.

7.2 KPA: Human resources development
KPI: Percentage of implementation of the 5 year Employment Equity Plan

1:

Version FIN

Definition of KPI:

This KPI aims at achieving the following representivity targets per group on its
overall structure as follows:

Group Planned portion
2011/12
African 82 %
Coloured 5%
Indian 1%
White 12%
100

Due to institutional redesign and current portions of unfunded posts it is planned
to achieve 80% of the planned portion of the 2011/12 EE plan.
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KPI standard/norm/benchmark
City of Johannesburg employment equity framework

Evidence:
Expenditure report

Means of verification:
Human Resources

Unit of measure
Percentage of total representivity per equity group

Compilation/formula for calculation:
The percentage representivity per EE group as outlined under section one above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

Due to numerous vacant positions the target may not be achieved. Measures to
fill critical vacancies were consulted with the parent municipality and the Board of
Directors

7.3 KPA: Human resources development
KPI: Implementation of a number of EPWP jobs

1:

Version FIN

Definitions:

1.1

1.2

Definition of KPI:

This KPI aims at achieving a minimum number of jobs for *EPWP during
the 2012/13 financial as defined in the EPWP framework as adopted by
the City of Johannesburg.

Definition of Expanded Public Works Program (EPWP):

The Expanded Public Works Program (EPWP) is a nation-wide
programme to draw significant numbers of unemployed into productive
work accompanied by training so that they increase their capacity to earn
an income. This programme involves creating temporary work

opportunities for unemployed while ensuring that workers gain skills while
they work.

KPI standard/norm/benchmark
City of Johannesburg EPWP framework

Evidence:
EPWP report
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Means of verification:
EPWP contracts

Unit of measure
No of EPWP jobs created

Compilation/formula for calculation:
The Number of EPWP jobs as formulated per discussion under section 1 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

Due to possible midyear budget reviews relating to the grant the target may not
be achieved. The entity mitigates the risk by reviewing needs in various
departments.

7.4 KPA: Human Resources development
KPI: Finalise development of training academy

1:

Version FIN

Definition of KPI:
The KPI aims at achieving the initial formal operation of the training academy on

3 activity levels:

Firstly - the identification of internal facilities to be utilized for training.

Secondly - the development of experimental mentoring programmes such as
EPWP patrollers.

Thirdly — for practical roll out of JM academy training reports to enable EPWP
candidates to pursue permanent employment opportunities.

KPI standard/norm/benchmark
Gauteng City academy

Evidence:
Concept as per project file

Means of verification:
Concept development work undertaken and documented

Unit of measure
Percentage of roll out in achieving the operation of a training academy.

Compilation/formula for calculation:

The finalization of this project formulated as per discussion under section 1
above
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Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

As the interim training of EPWP candidates are merely coaching in various
activities it may inhibit permanent employment in some instances. The entity
engages with SAPS and private companies to enable employment.

7.5 KPA: Human resources development
KPI: Implementation of HIV/AIDS programmes

1:

Version FIN

Definition of KPI:

This KPI aims at achieving a minimum number of HIV/AIDS programmes during
the financial year with the view to create improved awareness amongst staff
members and stakeholders

KPI standard/norm/benchmark
City of Johannesburg HIV/Aids policy framework

Evidence:
HIV/AIDS programmes

Means of verification:
Report on HIV/AIDS programmes

Unit of measure
Number of programmes

Compilation/formula for calculation:
The Number of Programmes as formulated per discussion under section 2 above

Multiyear prediction of KPI
Concluded for 3 years 2011/12, 2012/13 and 2013/14

Risks

There is a risk of under reporting as some affected employees may be unwilling
to report their status. In mitigating against the risk the wellness centre is
promoting awareness through annual campaigns.
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