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Board of Directors' Responsibilities and Approval

The Directors are required by the Municipal Finance Management Act (Act 56 of 2003) and Companies Act,71 of 2008
te 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 company 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 were given unrestricted access to all financial
records and related data.

The annual financial statements have been prepared in accordance with 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 company and place considerable importance on maintaining a2 strong control environment. To enable the
Directors tc meet these responsibilities, the Board of Directors sets 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 ascounting procedures and adequate segregation of duties to ensure an
acceptable level of risk. These centrols are menitored throughout the company and all employees are required to
maintain the highest ethical standards in ensuring the company’s business is conducted in a manner that in all
reascnable circumstances is above reproach. The focus of risk management in the company is on identifying.
assessing, managing and monitoring all known forms of risk across the company. While operating risk cannot be fully
eliminated, the company endeavaurs 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 conftrol 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 company'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 company has or will have access to adequate
resources to continue in operational existence for the foreseeable future.

The annual financial statements are prepared on the basis that the company is a going concern,

Although the Board of Directors are primarity responsible for the financial affairs of the company, they are supported
by the company's external auditors.

The External Auditors are responsible for independently reviewing and reporting on the company's annual financial
statements.

The annual financial statements set out on pages 8 to 42, which have been prepared on the going concern basis,
were approved by the Board of Directors on 2012/12/30 and were signed on its behalf by:

. e ‘ o
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Ms H M Botes - Managing Director Mr A Mabizela - Chairperson
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Audit and Risk Committee Report

We are pleased to present our report for the financial year ended 30 June 2012,
Audit and Risk Committee members and attendance

The Audit and Risk Committee consists of the members listed below, who should have met at least 4 times per annum as
per its approved terms of reference. During the current year the committee met 7 times

Name of member Number of meetings attended

Ms F Armstrong {Chairperson) resigned 25/04/2012
Mr T Hickman (Non executive director)

Ms T Molala {Independent member)

Mr V Mokwena (Independent Member)

Mr H Mashele (Non executive director)

Mr P Moodley (independent Member}

o~NO;MOoO:n

Audit and Risk Committee responsibility

The Audit and Risk Committee reports that it has complied with its responsibilities arising from section 166(2)(a) of the
MFMA.

The Audit and Risk Committee also reports that it has adopted appropriate formal terms of reference as its audit commitiee
charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained
therein.

The effectiveness of internal control

The system of internai controls applied by the company over financial and risk management is effective, efficient and
transparent. In line with the MFMA and the King Ill Report on Corporate Gaovernance requirements, Internal Audit provides
the audit committee and management with assurance that the internal controls are appropriate and effective. This is
achieved by means of the risk management process, as well as the identification of corrective actions and suggested
enhancements to the controls and processes. From the various reports of the Internal Auditors, the Audit Report on the
annual financial statements, and the management report of the Auditor-Ganeral Scuth Africa, it was noted that no matters
were reported that indicate any material deficiencies in the system of internal control or any deviations there from.

The Audit and Risk Committee is satisfied with the content and quality of monthly and quarterly reports prepared and issued
by the management of the company during the year under review.

Evaluation of annual financial statements

The Audit and Risk Comimittee has:

. reviewed and discussed the audited annual financial statements to be included in the annual report, with the
Auditor-General
reviewed the Auditor-General of South Africa’s management repert and management's response therato;
reviewed changes in accounting policies and practices
reviewed the entity compliance with legal and regulatory provisions
reviewed significant adjustments resulting from the audit.

*. s 8 @

The Audit and Risk Committee concur with and accept the Auditor-General of South Africa’s report on the annual financial
statements, and are of the opinion that the audited annual financial statements should be accepted and read together with
the report of the Auditer-General of South Africa.
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Audit and Risk Committee Report

Internal Audit

The Audit and Risk Commitiee is satisfied that the internal audit function is operating effectively and that it has addressed
the risks pertinent to the company and its audits.

Auditor-General of South Africa

The Audit and Risk Comrmittee has m
issues.

N 3
Chairperson of the Audit and R%ﬁ‘(’Committee

Date:




REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINCIAL LEGISLATURE
AND THE COUNCIL OF THE CITY OF JOHANNESBURG METROPOLITAN MUNICIPALITY
ON CITY OF JOHANNESBURG PROPERTY COMPANY (SOC) LIMITED - -

REPORT ON THE FINANCIAL STATEMENTS . '

Introduction R N R

1. 1 have audited the financial statements of the City of Johannesburg Property Company
(SOC) Limited set out on pages xx to xx, 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, and the
directors' report. ‘ . A '

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 requitements of the Municipal
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) {MFMA) and
Campanies Act of South Africa, 2008 (Act No. 71 of 2008) and for such intemnal 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 ; : : R

3. My responsibility is to express an opinion on these financial statements based an my audit,
I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No.
25 of 2001) (PAA), the General Notice issued in terms thereof and Internationai Standards
on Auditing. Those standards require that | comply with ethical fequirements and plan and
perform the audit fo obtain reasonable assurance about whether the financial statements
are free from material misstatement. B ' S S

4. Anaudit 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 gpinion onthe 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 |s sufﬁcieht and appropriate to provide a
basis for my audit opinion. K R TR T



Opinion _

8. Inmy opinion, the financial statements present fairly, in all material respects, the financial
position of the Johannesburg Property Company (SOC) Limited as at 30 June 2012, and its
financial performance and cash flows for the year then ended in accordance with South
African Standards of Generally Recognised Accounting Practice {SA Standards of GRAP)
and the requirements of the MFMA and Companies Act, S

Emphasis of matters

7. |draw attention to the matters below. My opinion is nét modified in respect of these
matters. ' ‘ C I :

Irregular expenditure -

8. As disclosed ih note 32 to the financial staterﬁents, the municipal entity incurred irregular
expenditure of R14 215 888 as a result of non compliance with SCM: regulations. -

Additional matter

8. | draw aflention to‘ithe matters below. My opinion is not modified in respect of these
matters. - R — S SR

Unaudited supplementary schedulies

10. The supplementary information set out on page 42 doés not form part-df the financial
statements and is presented as additional information. | have not audited these schedules
and aceordingly | do not express an opinion thereon. . S :

Other reports required by the Companies Act

11. As part of our 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 inconsistencias 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 LEG_AL AND REGULATORY REQUIREMENTS
PAA REQUIREMENTS S ST :

12. In accordance with the PAA and the General Notice issued in terms thereof, I-reporf the
following findings relevant to performance against predetermined objectives, compliance
with laws and regulations and internal control, but not for the purpase of exprassing an
opinicn. ‘ S o oL

Predetermined objectives

13. | performed procedures to obtain evidence about the usefulness and re[ié'birity of the
information in the annual performance report as set out on pages ... to... of the annual
report, N o . . ‘ ' o .



14. The reported performance against predetermined objectives was evaluated against the
overall eriteria of usefulness and reliability. The ussfuiness of information in the annual
performance report relates to whether it Is presented in accerdance with the Nationai
Treasury annual reporting principles and whether the reported performance is consistent
with the planned objectives. The usefulness 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. o L - ‘

The reliability of the information in respect of the selected programmes is assessed to
determine whether it adequately reflects the facts (i.e. whether It Is valid, accurate and
complete). el o - s : S ‘

15. There were na material findings concerning the us'efulnes‘s and reliability of the information.
Additional matter - . ' '
16. [ draw attention to the matter below. My opinion is not modified in respect of this maiter.

Achievement of planned targets

17. Of the total number of 23 targets planned for the year, 5 of targets were not achieved
during the year under review. This represents 22% of total planned targets that were not

achieved during the year under review.

Com pliance with IaWs and regulations

18, I performed procedures to obtain evidence that the entity has complied with applicable laws
and regulations regarding financial matters, financial management and other related
matters. My findings on material non-compliance with specific matters in key applicable
taws and regulations as set out in the General Notice issued in terms of the PAA are as
follows: L C ' S S :

Budgets . A o : A :

18. The municipal entity incurred expenditure in excess of the limits of the amounts provided for
in the votes in the approved budget, in contravention of section 15 of the Municipal Finance
Management Act. . o e S

Annua) financial statements, performance and anhual‘repcrts

20, The financial statements submitted for auditing were not prepared in all material respects in
accordance with the requirements of section 122 of the MFMA. Material misstatements
fdentified by the auditors were subsequently corrected, resulting in the financial statements
receiving an unqualified audit opinion. o - . L

Procurement and contract management

21. Goods and services of a transaction value abave R200 000 were procured without inviting
competitive bids as required by SCM regulation 19(a). e



22. Deviations were approved by the accounting officer even though it was not Impractical to
invite competitive bids, in contravention of SCM reguiation 36(1). L ‘

Expenditure management o .

23. Money owing by the municipal entity was not always paid within 30 days of receiving an
Invoice or statement, as required by section .65.(2)(e) of the MFMA. . o

Internal control A L

24. | considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with laws and regulaticns. The matters reported below
under the fundamentals of internal control are limited to the findings on the annual
performance report and the findings on compliance with laws and regulations included in
this repont. . : R : S

Financial and performance management

25. Management did no% review and monitor compliance with applicable laws and reg'ulations.

ﬁ/w{dmr L}g@m,ﬂ,
Johannesburg S

30 November 2012 -

AUDIT’DR-GENE:‘!AL
SO UTH AFRICA

Audlting o build public confidence



City of Joburg Property Company (SOC) Limited
{Registration humber 2000/017147/07}
Annual Financial Statements for the year ended 30 June 2012

Board of Directors' Report

The Directers have pleasure in submiting to the Shareholders their report together with the annual financial statements
for the year ended 30 June 2012,

1. INCORPORATION
The company was incorporated on 27 July 2000 and obtained its certificate to commence business on the same day.
2. REVIEW OF ACTIVITIES
Main business and operations
The company is a Municipal Entity. The principal activity of the company is the property management functions and,
where appropriate, to provide property services in respect of the City of Jehannesburg Metropolitan Municipality and
its entities. The company operates principally in South Africa.

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

The operating results and state of affairs of the company are fully set out in the attached annual financial statements
and do not in our opinion reguire any further comment,

Net surplus of the company before taxation was R 29 652 480 (2011: deficit R 7 296 147}, after taxation it was a net
surplus of R 21 458 523 (2011: deficit R 5 456 775).

3. GOING CONCERN
The annual financial statements have been prepared on the basis of accounting policies applicable to a going
concemn, 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 cceur in the ordinary course of business.

4, SUBSEGUENT EVENTS

The Directors are not awars of any matter or circumstance arising since the end of the financial year to the date of this
report in respect of matters which would require adjustments to or disclosure in the annual financial statements.

6. DIRECTORS' PERSONAL FINANCIAL INTEREST

Directors' personal financial interest in any contracts have been disclosed and no Directors, both executive and non-
executive, have any interest in contracts with the company.

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

7. BORROWING LIMITATIONS
In terms of the sale of business agreement, the City of Joburg Property Company (SQC) 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.

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

9. DIVIDENDS

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

LA
O
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Board of Directors’ Report

10,

11.

12.

DIRECTORS

The directors of the company during the year and to 30 June 2012 were as follows:

Name Nationality Changes in appointment
Ms H M Botes - Managing Director South African

Mr A Mabizela - Chairperson South African Appointed 25 April 2012
Prof AN Nevhutanda South African Appointed 25 April 2012
Mr J Mabaso South African Appointed 25 April 2012
Mr T Hickman South African Appoinied 25 April 2012
Ms M Vuso South African Appointed 25 April 2012
Ms S Childs South African Appointed 25 April 2012
Ms L Msengana-Ndlela South African Appointed 25 April 2012
Bbr D Sekhukhune South African

Mr L Htholeng South African

Mr H Mashele South African

Mr J Buys - Chairperson South African Retired 25 April 2012
Ms J Armstrong South Aftican Retired 25 April 2012
Adv D Maritz South African Retired 25 April 2012
Mr S Dzengwa South African Retired 25 April 2012
COMPANY SECRETARY

The entity appeointed Ms V Morgan as a Company Secretary effective from the 1st February 2012 she was acting in
the current postion from 05 September 2011.

Business address
33 Hoofd Strest
Forum §i
Braampark Building
Braamfontein
2000

Postal address
P O Box 31565
Braamfontein
2017

CORPORATE GOVERNANCE
12.1 General

The Beard of Directors are committed to business integrity, transparency and professionalism in all its activities. As
part of this commitment, the Board of Directors supports the highest standards of corporate governance and the
ongeing devetopment of best practice.

The City of Joburg Property Company confirms and acknowledges its responsibility to comply with the Code of
Governance Principles ("the Code") as laid out in the King il Report on Corperate Governance for South Africa 2010.
The Board of Directors discuss the responsibiliies of management in this respect, at Board meatings and monitor the
company's compliance with the code on a yearly basis.

12.2 Board of Directors

The Board:

. retains full control over the company, its plans and strategy;

. acknowledges its responsibilities as fo strategy, compliance with infernal policies, external laws and regulations,
effective risk management and performance measurement, fransparency and effective communication both
internally and externally by the company;

. is of a unitary structure comprising:

- 10 non-executive directers, all of whom are independent directors as defined in the Code; and

- 1 executive director. Q (/V\

A\m

il
"
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Board of Directors’ Report

12.3 Chairperson and Managing Director
The Chairperson is a non-executive and independent director (as defined by the Code).

The roles of the Chairperson and the Managing Director are separate, with responsibilities divided between them, so
that no individual has unfettered powers of discretion.

12.4 Remuneration

The upper Emits of the remuneration of the senior managers including the Managing Director who is the only executive
director of the company, are determined by the Sharehelder and ratified by the Board of Directors. The members of the
HR Sub-committee are Dr D Sekhukhune, Ms S Childs, Mr T Hickman and Prof AN Nevhutanda.

12.5 Board of Directors' meetings

The Board of Directors is required 1o meet at least 4 times per annum. During the current financial year the Board of
Birectors has met on 9 separate cccasions.

Non-executive directors have access to all members of management of the company.

Name Board Audit and Cther Transaction Remunerati

Meeting Risk committee Committee on and HR
committee meeting - meeting Committee
meeting City meeting

Ms J Armstrong 7

Adv D Maritz 7 5 3

Mr 8 Dzengwa 8 5 1

Mr H Mashele 7 7

Mr L itholeng g 4 4

Mr 4 Mabaso 1

Ms S Childs 1

Prof AN Nevhutanda 1

Mr T Hickman 1

Ms Vuso

Mr A Mabizela 1

Ms L Msengana-Ndlela 1

Dr D Sekhukhune 8 1 4

Mr J Buys e} 3

Total number of meetings held 9 7 4 5 4

12.6 Audit and Risk Committee

The chairperson of the Audit and Risk Committee is Mr H Mashele, who is a non-executive director. The Audit and
Risk Committee met 7 times during the 2012 financial year to review matters necessary to fulfit its role.

In terms of Section 166 of the Municipal Finance Management Act, City of Johannesburg, as a parent municipality,
must appoint members of the Audit and Risk Committee. Notwithstanding that non-executive directors appointed by
the parent municipality constifuted the municipal entities’ Audit and Risk Committees, Naticnal Treasury policy
requires that parent municipalities should appoint further members of the municipal entity’'s Audit and Risk
Committees wha are not directors of the municipal entity onto the Audit and Risk Committee and these independent
members are Ms T Molala, Mr V Mokwena and Mr P Moodley{who was appointed during the year).The Audit and Risk
Committee has fulflled its responsibilities as provided for in Section 166 of the Municipal Finance Management Act.

12.7 Social and Ethics commitee

The company established the above commitee during the year under review and there were no meetings held. The
members of this commitee are ;. Mr L ltholeng {Chairperson), Ms § Childs,Ms E Pedro and Ms K Muthwa

42.8 internal Audit l :Pi W /AVL»
G
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Board of Directors' Report

The company's internal audit function is performed by PricewaterhcuseCoopers. This is in compliance with the
Municipal Finance Management Act, 2003.

13. CONTROLLING ENTITY

The company's controlling entity is the City of Johannesburg Metropolitan Municipality incorperated in Scuth Africa.
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Board of Directors' Report

14. AUDITORS

The Auditor General: Gauteng will continue in office in accordance with the Public Audit Act No 25 of 2005, section 82
of the Municipal Finance Management Act No 56 of 2003.

10
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Statement of Financial Position

Figures in Rand Note(s} 2012 2011
ASSETS
Current Assets
Loans to shareholders 3 53 908 552 1817 966
Current tax receivable 203502 -
Receivables from exchange transactions 5 37 221 599 T0775 147
Prepayments 220811 692 942
Cash and cash equivalents 7 2 000 2 600
91 556 274 73 388 055
Non-Current Assets
Property, plant and equipment 8 8 514 482 2192 200
Intangible assets 9 13 248 860 12 460 159
Deferred tax 10 8747 084 2810943
Prepayments 1184 138 -
31704574 24 463 302
Total Assets 123 260 848 97 851 357
LIABILITIES
Current Liabilities
Loans from shareholders 3 5281675 6 580 414
Current tax payable - 3141 985
Finance lease obligation 11 2404 183 530 330
Operating lease tiability 4 997 336 -
Payables from exchange transactions 12 12 965 913 6 550 107
Deferred income 13 8 851 747 8 208 a21
30 500 854 25 011 757
Non-Current Liahilities
Finance lease obligation 11 4261473 464 223
Retirement benefit obligation 4] 697 000 542 000
Deferred income 13 17 428 750 23793750
Deferred tax 10 28681272 1 807 651
25089495 26 607 624
Total Liabilities 55 570 349 51 619 381
Net Assets 67 690 499 46 231 976
NET ASSETS
Share Capital 14 5142 722 5142722
Accumulated Surplus 62 547 777 41 089 254
Total Net Assets 67 690 499 46 231 976

12
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Statement of Financial Performance

Figures in Rand Note(s) 2012 2011
Revenue 15 99033038 53068853
Other income 16 2 237 000 47 842
Operating expenses {74 874 542) (64 358 485)
Operating surplus (deficit) 26 395496 (11 241 690)
investment revenue 19 3 841 44¢ 6 402 613
Finrance costs 20 (584 455) (2457 070)
Surplus (deficit) before taxation 29652490 (7 296 147)
Taxation 21 (8 193 967} 1839372
Surplus {deficit) for the year 21 458 623 (5 456 775)

13
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Cash Flow Statement

Figures in Rand Note(s) 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Sale of goods and services 132755724 62 024 640
Intersst income 3 841 445 6 402 613
Capital receipts - deferred income - 32287149
136 597 173 100 714 402
Payments
Employee costs (48 807 189) {42 056 202}
Suppliers (20 257 473) {23732 483)
Finance costs (105 048) (2 191689)
Taxes on surpluses 24 (9 601 983) (813 503)
(78771 673) (68793 877)
Net cash flows from operating activities 23 57825500 31920525
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, ptant and equipment 8 (9428 201} (140 603}
Proceeds from disposal of property, plant and equipment 8 235857 198 444
Purchase of other intangible assets 9 {1267 639) (1602381
FProceeds from disposal of other intangible assets 9 280 820 18 882
Loss from disposal of intangible assets (280 920) {18 882)
Cther cash item 732 322 -
Net cash flows from investing activities (9727 861) (1552 040)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of project funding - (885 985)
(Repayment)/Advance of shareholders loan {53 289 335) (27 243 384)
Finance lease payments 5191696 {1158 80%)
Reduction of share capital or buy back of shares - (1093 647)
Net cash flows from financing activities (48 097 639) (30 381 825)
Net (decrease)fincrease in cash and cash equivalents - {13 340}
Cash and cash equivalents at the beginning of the year 2 000 15 340
Cash and cash equivalents at the end of the year 7 2000 2000
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City of Joburg Property Company (SOC) Limited
(Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

11

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
histarical cost canvention 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.
These accounting policies are consistent with the previous period.
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 represenied 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 fo the annual financial statements. Significant judgements include:

Provisions

Provisions were raised and management determined an estimate based on the information available. Provisions are
measured at managements best estimate of the expenditure required to settle the obligation at the reporting date, and
are discounted to present value where the effect is material.

Expected manner of realisation for deferred tax

Deferred tax is provided for based on the expected manner of recovery i.e. sale or use. This manner of recovery
affects the rate used to determine the deferred tax liability. Refer note 10 — Deferred tax .

Taxation

The company recognises the net fuiure tax bensfit related to deferred income tax assets to the extent that it is
probable that the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability
of deferred income tax assets requires the company to make significant estimates related to expectations of future
taxable income. Estimates of future taxable income are based on forecast cash flows from operations and the
application of existing tax laws. To the extent that future cash flows and taxable income differ significantly from
estimates, the ability of the company to realise the net deferred tax assets recorded at the statement of financiat
position date could be impacted.

Post retirement benefits

The present value of the post retirement obligation depends on a number of factors that are determined on an
aciuarial basis using a number of assumptions. The assumptions used in determining the net cost/{income) include
the discount rate. Any changes in these assumptions wili impact on the carrying amount of post retirement obligations.

Cther key assumptions for pension obligations are based on current market conditions. Additichal information is
disclosed in Note 6.
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City of Joburg Property Company (SOC) Limited
{Registrations number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.1

1.2

Significant judgements and sources of estimation uncertainty (continued)
Effective interest rate

The company used the City of Johannesburg Metropolitan Municipality average borrowing rate as a point of departure
and a basis of discounting financial instruments.

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 ong pericd.

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 of the item can be measured reliably.

Property, pfant 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 af 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 vajue 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.
Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

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

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

Item Average useful life
Furniture and fixtures 16 years

Office equipment 8 years

IT equipment 7 years

Leasehold improvements 3 years

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

The depreciation charge for each peried is recognised in surplus or deficit unless it is included in the carrying amount
of ancther asset,

ltems of property, plant and equipment are derecognised when the asset is disposed of or when there are no further

A

economic benefits or service potential expected from the use of the asset.
!

M &
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.2 Property, plant and equipment {continued)

1.3

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
eguipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the
item.

Assets held under finance lease agreement are depreciated over the term of lease.
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:

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

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

Infangible assets are initially recognised at cost.

Expenditure on research {or on the research phase of an internal project) is recognised as an expense when it is
incurred.

An intangible asset arising from development (or from the development phase of an internal project) is recognised
when:

. it is 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 wilt generate probable future economic benefits or service potential.

there are available technical, financial and other resources to complete the development and o use or sell the
asset.

. the expenditure attributable to the asset during its development can be measured reliably.

4 & & 3

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

An intangible asset is regarded as having an indefinite useful life when, based on afl relevant factars, there is ne
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential.
Amoartisation 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
recegnised as intangible assets.

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

ltem Useful life

Computer software 7 years

Intangible assets are derecognised:

. on disposal; or !(,\
*  when no future ecenomic benefits or service potential are expected from its use or disposal. ]

A
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07}
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.3

1.4

Intangible assets (continued)

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised
in surplus or deficit when the asset is derecognised.

Financial instruments
Initial recognition and measurement

Financial instruments are recognised initially when the company becomes a party to the contractual provisions of the
instruments,

The company 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.

Loans to (from) Group Companies

These include loans to and from controlling entities, fellow controlled entities, controfied entities, joint ventures and
associates and are recognised initially at fair value plus direct transaction costs.

On loans receivable an impairment loss is recegnised in profit or loss when there is objective evidence that it is
impaired. The impairment is measured as the difference between the investment's carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment’s recoverable amount can
be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the
carrying amount of the investment at the date the impairment is reversed shall not exceed what the amortised cost
would have been had the impairment not been recognised. L.oans to group companies are classified as loans and
receivables.

Loans to shareholders
These financial assets are initially measured at fair value plus direct fransaction costs.

Subsequently these loans are measured at amortised cost using the effective interest rate method, less any
impairment loss recegnised to reflect irrecoverable amounts.

On loans receivable an impairment loss is recognised in profit or Joss when there is objective evidence that it is
impaired. The impairment is measured as the differance between the investment’s carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.

Impairment losses are reversed in subsequent periods when an increase in the investment's recoverable amount can
be related objectively to an event occurring after the impairment was recognised, subject to the restriction that the
carrying amount of the investment at the date the impairment is reversed shall not exceed what the amertised cost
would have been had the impairment not been recognised.

Loans to group company (City of Johannesburg Metrepolitan Municipality) are classified as lpans 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 estimateg
future cash flows discounted at the effective interest rate computed at initial recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off
against the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are

credited against operating expenses in surplus or deficit.
19 f ‘UA«[\
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.4 Financial instruments (continued)
Trade and other receivables are classified as loans and receivables.
Amounts that are receivable within 12 months from the reporting date are classified as current.
Payables from exchange fransactions

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

Cash and cash equivalents

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

Bank overdraft and borrowings

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the
settlement or redemption of borrowings is recognised over the term of the borrowings in accordance with the
company's accounting policy for borrewing costs.

Other financial liabilities are measured initially at fair value and subsequently at amortised cost, using the effective
interest rate method,

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as
incurred

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 tc a third party under a ‘pass-through’ arrangement; or
*  the entity has fransferred 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
controf of the asset.

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,
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147107)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.5

1.6

Current and DeferredTax
Current tax assets and liabilities

The tax currently payable is based on taxable income for the year. Taxable income differs from surplus as reported in
the statement of financial performance, because it includes income and expenses that are taxable or tax deductible in
other years and it further excludes items that are never taxable or tax deductible.

Current tax for current and prior periods is, to the extent unpaid, recognised as a liabifity. 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 liabllities / (assets) for the current and prior pericds 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 reporting date.

Deferred tax assets and liabilities

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the cemputation of taxable profit and is accounted for using the
statement of financial position method.

A deferred tax liability is recognised for all taxabie temporary differences, except to the extent that the deferred tax
liabitity arises from the initial recognition of an asset or liability in a transaction which at the time of the fransaction,
affects neither accounting profit 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
profit will be available against which the deductible temporary difference can be utilised, unless the deferred tax asset
arises from the initial recognition of an asset or liability in a transaction that affects neither accounting profit nor
taxable profit (tax loss).

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer prebable that sufficient taxable surplus will be available to aflow all or part of the asset to be recovered.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilites and when they relate to income taxes levied by the same taxation authority and the
company intends to seftle its current tax assets and liabilities on a net basis.

Tax expenses

Current and defarred 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 assats; or

i a business combination.

Current tax and deferred taxes are charged or credited to net assets if the tax reiates 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 financiai positicn at amounts equal to the
fair value of the leased property or, # 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 cbligation.

The discount rate used in calculating the present value of the minimum lease payments is the incremental borrowing

rate. A5
1A
e
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City of Joburg Property Company (SOC) Limited
(Registration number 2G00/017 147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.6

1.7

1.8

Leases (continued)

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

Finance charges are charged to susplus or deficit, unless they are directly attributable to qualifying assets, in which
case they are capitalised in accordance with the company's general policy of borrowing costs.

Operating leases - lessee

Operating lease payments are recognisad 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 recognhised as an operating lease
asset or liability. Payments made in entering info or acquiring leasehold that is accounted for as an operating lease
are amortised over the lease term,

Impairment of assets

The company assesses at reporting date whether there is any indication that an asset may be impaired, If any such
indication exists, the company estimates the recoverable amount of the asset.

Ifthere is any indication that an asset may be impaired, the recoverable amount is estimated for the individual assat, if
it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-
generating unit to which the asset belongs is determined.

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its
value in use. In assessing the value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessment of the time value of money and the risks specific to the
asset.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised
immediately in surplus or deficit.

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is less than the
carrying amount of the units. The impairment loss is alfocated to reduce the carrying amount of the assets of the unit
in the following order.

- first, to reduce the carrying amount of any goodwill allocated to the cash-generating unit and
- then, to the other assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit.

The entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior
pericds for assets other than goodwill may no longer exist or may have decreased. If any such indication exists, the
recoverable amounts of those assets are estimated.

The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment loss does
not exceed the carrying amount that would have been determined had no impairment loss been recognised for the

asset in prior periods.

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other than
goodwill is recognised immediately in surplus or (deficit). Any reversal of an impairment loss of a revalued asset is

treated as a revaiuation increase.

Share Capital

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting alt of
its liabilities.

Equity instruments issued by the company are classified according to the substance of the contractuat arrangements

entered inta. | l A i&f\"
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Accounting Policies

1.8

1.9

Share Capital (continued)

Equity instruments issued by the company 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 nom-accumulating absences, when the absence occurs.

The expected cost of 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 and when they fali due.

The company has no further payment obligations once the contributions have bean paid.

Other post retirement obligations

The company provides post-retirement health care benefits to some employeas. The entitlerment to these benefits is
usually based on the employee remaining in service up to retirement age and the completion of a minimum service

petiod. The expected costs of these benefits are accrued over the period of employment. Valuations of these
obligations are carried out by independent quaiified actuaries.

1.10 Provisions and contingencies

1.11

Provisions are recognised when:

. the company has a present obligation as a result of a past event;

. it is probable that an outflow of resources embodying ecanomic bensfits or service potential will be required to
settle the obligation; and

¢ areliable 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
obligaticn.

Where seme 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 viftually certain that reimbursement wilf be received ¥ the
company settles the obligation. The reimbursement is treated as a separate asset. The amount recegnised for the
reimbursement does not exceed the amount of the provision.

Provisions are not recognised for future operating losses.
Contingent assets and contingent liabilities are not recognised.
Revenue

When the outcome of a transaction invaolving 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 statement of
financial position date. The outcome of a transaction can be estimated reliably when all the following conditicns are
satisfied:

- the amount of revenue can be measured reliably;

. it is probable that the eccnomic benefits associated with the transaction will flow to the company;

o the stage of completion of the transaction at the statement of financial position date can be measured rg

liably;
and 7 J }
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1.11 Revenue (continued)
. the costs incurred for the transaction and the costs to compiete the transaction can be measured reliably

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

Revenue for the entity, comprises of commission and third party development fees,

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts
receivable for goods and services provided in the normal course of business, net of trade discounts and volume
rebates, and value added tax.

Interest income iz accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset to that asset's net cartying amount.

1.12 Revenue from non-exchange transactions

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from anocther
entity without direcy giving appromixately equal value in exchange. Revenue from non-exchange transactiond is
generally recognised to the extent that the related receipt or receivable qualifies for a recognition as an asset and
there is no liabilty to repay the amount.

Revenue from public contributions and donations is recoghised when all conditions associated with the contribution
have met or where the contributions is to finance property, plant and equipment, when such items of property,plant
and equipment qualifies for recognition and first becomes available for use by the municipality . Where public
contributions have baen received but the municipality has not met the related conditions, a deferred income(liability} is
recognised.

Contributed property, plant and equipment is recognised when items of property, plant and equipment qualifies for
recognition and become avaitable for use by the municipality,

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 councillors or officials is virtually certain,
Grants, transfers and donations received or receivable are recognised when the resources that have been transferred
meet the criteria for recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or
donation is conditional. The liability is transferred to revenue as and when the conditions aftached to the grant are
met. Grants without any conditions attached are recognised as revenue when the asset is recognised.

1.13 Borrowing costs
Borrowing costs are recognised as an expense in the period in which they are incurred.

1.14 Deferred Income
Revenue received in advance is recognised as income to the extent that the entity has complied with any of the
criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or obligations
have not been met a liability is recognised.

1.15 Budget information

Budget information is prepared in conformity with the accounting policies applied for preparing and presenting the
financial statements,
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(Registration number 2000/017147/07}

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011

2. New standards and interpretations

2.1 Standards and Interpretations early adopted

The entity has chosen to early adopt the foliowing standards and interpretations;
GRAP 23: Revenue from Non-exchange Transactions

GRAP 24: Presentation of Budget Information in the Financial Statements
GRAP 25: Employee Benefits

GRAP 104: Financial Instrument

These statements does not have any impact on the financial statements of the entity.

Standard/ interpretation; Effective date: Expected impact:

Years beginning on or
after

° GRAP 23: Revenue from Non-exchange Transactions 01 Aprit 2012 None

® GRAP 24: Presentation of Budget Information in the 01 Aprl 2012 None

Financial Statements
. GRAP 25: Employee benefits 01 April 2013 None
. GRAP 104: Financial Instruments 01 April 2012 None

2.2 Standards and interpretations issued, but not yet effective/relevant
The following Standards of GRAP have been issued but are not yet effective for the year ended 30 June 2012;
GRAP 18: Segment Reporting

Segments are identified by the way in which information is reported to management, both for purposes of assessing
performance and making decisions about how future resources will be aliocated to the varicus activities undertaken by the
cormpany. The major classifications of activities identified in budget documentation will usually reflect the segments for
which an entity reports information to management.

Segment information is either presented based on service or geographical segments. Service segments relate to &
distinguishable component of an entity that provides specific oufputs or achieves particular operating objectives that are in
line with the company’s overall mission. Geographical segments relate to specific outputs generated, or particular
objectives achieved, by an entity within a particular region.

This Standard has been approved by the Accounting Standards Board but its effective date has not yet been determined by
the Minister of Finance. The effective date indicated is a provisional date and could change depending on the decision of
the Minister of Finance.

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional instifutions, states that no
comparative segment information need to be presented on initial adoption of this Standard.

Directive 3 - Transitional provisions for high capacity municipalities states that no comparative segment information need to
be presented on initial adoption of the Standard. Where items have not been recognised as a result of transitional
provisions under the Standard of GRAP on Property, Plant and Equipment, recogniticn requirements of this Standard would
not apply to such items until the transitional provision in that Standard expires.

Directive 4 — Transitional provisions for medium and low capacity municipalities states that no comparative segment
information need to be presented on initial adoption of the Standard. Where items have not bean recognised as a result of
transitional provisions under the Standard of GRAP on Property, Piant and Equipment and the Standard of GRAP on
Agriculture, the recegnition requirements of the Standard would not apply to such items untit the transitional provision in that
standard expires.

The effective date of the standard is for years beginning on or after 01 April 2013,

The company expects to adopt the standard for the first time ir the 2014 annual financial statements. Hj()ﬁf\
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City of Joburg Property Company (SOC) Limited
(Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

2.  New standards and interpretations {continued)
It is unlikely that the standard wilt have a material impact on the company's annual financial statements,
3. Loans tol(from) shareholders

City of Johannesburg Metropolitan Municipality - No interest bearing {4 880 412} {5080 412)
The loan relates to overpayment of subsidy amount paid by the City of Jchannesburg

to JPC, with no fixed terms of repayment.

City of Johanneshurg Metropolitan Municipality - Unsecured {Portfolio) 34170132 622794
The City of Johannesburg Metrepolitan Municipality Portfelio Lean Account includes

commissions accrued. The loan does not bear any interest and is repayable within 12

menths.

City of Johannesburg Metropolitan Municipality - Unsecured loan - Cod Housing 60795 288 210
The loan is interest bearing at average rate of 9.05% and has no fixed terms of

repayment.

City of Jehannesburg Metropolitan Municipality - Capex Leans (401 263) (1500 002)

The loan is unsecured and is repayable in egual gquarterly installments over 3 to 6

years, and bears interest at the interest rate of 10.6%.

City of Jechannesburg Metropetitan Municipality - Sweeping account 19 668 635 1 C06 962
The Sweeping Account bears interest at an average call rate of 5.53% p.a irrespective

of the balance being favourable or not.

483 626 887 (4 662 448)

Current assets 53 908 562 1917 956
Current liabilities (5281 675) (6 580 414)

48 626 887 {4 662 448)

4. Operating lease asset/liability

Current assets -
Current liabilities (997 336} -

The operating lease liability was as a result of office rental agreement concluded the during the year under review.
5. Receivables from exchange transactions

Trade debtors 37 221 589 70415 628
Rental deposit - 359 521

37 221 599 70 775147

5.1 Trade and other receivables

Trade debfors 37 221 599 70415626

5.2 Trade and other receivables due but not impaired

As at 30 June 2012 trade receivables amounting to R37 221 509 were due but not impaired. One client made up the largest
part of the outstanding balance and have made arrangements to pay in monthly instatments of R1 000 000 until the account
is fully settled.

The ageing of these debtors are as follows:

Over 6 months 35 294 099 55 585626

l} W Al

T
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City of Joburg Property Company (SOC) Limited
(Registration number 2000/017147/07)

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011

6. Employee benefit obligations
6.1 Post retirement medical plan

Actuarial valuations are done at an interval of not more than three years using the projected unit credit method.

Carrying value
Present value of the defined henefit coniribution - The City of Joburg Property (897 000) (542 000)
Company {SOC) Limited

6.1.1 Post retirement medical aid plan

The actuarial valuations were done by Independent Actuarial Consultants, an independent post retirement plan
administrator and they determined that the retirement plan was in a sound financial position.

Movements for the year

Opening balance 542 000 880 000
Net expense recognised in the statement of financial performance 155 000 (338 000)
697 000 542 000

Net expense recognised in the statement of financial performance

Current service cost 24 000 21 Q0C
Interest cost 47 000 80 000
Actuarial losses/(gains} 84 000 (432 000)

155 000 {338 000)

Key assumptions used

Assumptions used on last valuation on 30 June 2012,

Discount rates used 8.60 % 8.60 %
Health care cost inflation rate 7.70 % 7.10 %
Rate of increase in employer post-retirement medical contribution subsidy payments 8.6C % 8.60 %

The calculations for post-retirement medical aid were based on the policy recenily adopted by the City of Johannesburg
Metropolitan Municipality with regard to post-retiremeant medical aid subsidies.

Employees over the age of 55 on 1 July 2003 will get a 60% subsidy on retirement. Employees over the age of 50 but under
the the age of 55 on 1 July 2003 will get a 50% subsidy on retirement. Employees under the age of 50 on 1July 2003 will
not receive any postretirement medical aid subsidy.

7. Cash and cash equivalents

Cash and cash equivalents consist of:

Cash on hand 2 000 2 000

The cempany's cheque account is swept on a daily basis in terms of an agreement with The City of Johannesburg
Metropolitan Municipality (COJ) in order fo facilitate better cashflow management on an entity wide basis. Cash is readily

available all the time and the sweeeping has no effect on its availabitity.
e
Y

I
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City of Joburg Property Company (SOC) Limited

(Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures' in Rand 2012 2011
8. Property, plant and equipment
2012 2011
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairment
Furniture and fixtures 1252 957 (1039871} 213086 1 407 673 {1257 673) 150 000
Office equipment 234 942 (119 224} 115718 472 338 {193 487) 278 851
IT equipment 582 766 (239 120} 323646 1781973 {754 808} 1027 185
Leasehold improvements 957 190 (25 518) g31 672 817 638 {817 638) -
Capitalised leased office 8516 165 {1585 805) 6 930 360 1966 902 (1230718} 736 184
equipment
Total 11524020  {3009538) 8514 482 6446524  (4254324) 2192200
Reconciliation of property, plant and equipment - 2012
QOpening Additions Disposals Depreciation Total
balance
Furniture and fixtures 150 000 584 6653 (447 511) {84 068) 213 088
Office equipment 278 851 4 850 (121 912) (48 071) 115 718
IT equipment 1027 165 7 240 (527 755) (183 004) 323 6486
L.easehold improvements - 957 180 - {25 518) 931672
Capitalised |eased office equipment 736 184 7 864 258 (272 199) (1397 883) & 930 360
2182 200 9 428 201 (1369 377) (1736 542) 8 514 482
Reconciliation of property, plant and equipment - 2011
Opening Additions Disposais Depreciation  Impairment Total
balance loss
Furniture and fixtures 807 185 38183 {1633) {80 471} (713 244) 150 G000
Office equipment 311 216 52 283 (38 967) (45 691) - 278 851
IT equipment 1215185 25129 (54 207) {158 942) - 1027 165
Leasehold improvements 200 381 25018 - {225 399) - -
Capitalised leased office 1482703 - (187 564) {558 955) - 735 184
equipment
4116670 140 603 {282371) (1 069 458) (713244) 2192200
9. Intangible assets
2012 2011
Cost/ Accumutated Carrying value Cost/ Accumutated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Computer software, internally 12 761 889 - 12 761 889 11 498 803 - 11 498 803
generated
Computer software 1120 80¢ (633 838) 485 971 1828 364 (867 008) 981 356
Total 13 B82 698 (633 838) 13 248 860 13 327 167 (867 008) 12 480 159
28 '
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City of Joburg Property Company (SOC) Limited

(Registration number 2000/017147/07)

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011
9. Intangible assets (continued)
Reconciliation of intangible assets - 2012
Opening Additions Disposals  Amortisation Total
balance
Computer software, internally generated 11 498 803 1263 086 - - 12 761 889
Computer software 961 355 4553 (280 920) (198 018) 486 971
12460159 1267639 (280 920) (198 018) 13 248 860
Reconciliation of intangible assets - 2011
Opening Additions Disposals Amortisation Total
halance
Computer software, internaily generated 9888 922 1609 881 - - 11 498 803
Computer software 988 441 - (18 882) {6 203) 981 356
10 875 363 1609 881 {18 882) (6 203) 12460159
10. Deferred tax
Deferred tax (liability)/asset
Prepaid Expenses (21 015) (92 480)
Provision for leave pay 957 287 626 093
Smeoeothing of the operating lease 2758 254 -
Finance lease liability (74 118} 72 342
Provision for Post Retirement Medical Aid 195 160 151 760
Income received in advance 7315393 8 960 748
Property, Plant and Equipment & Intangibles (2586 139y (1715171)
6 065 822 8 003 292
Deferred tax asset{ liability}
At beginning of the year 8003 292 8 003 292
Prior year adjustment (732 324) -
Movement in timing differences (1205 146) -
6 065 822 § 003 292
gk ‘L/
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011

11. Finance lease obligation

Minimum lease payments due

- withiri one year 2 398 139 6582 644

- In second te fifth year inclusive 4 797 862 507 120
7196 001 1169 764

less: future finance charges {530 345) (175 211}

Present value of minimum lease payments 6 665 656 994 553

Present value of minimum lease payments due

- within one year 2404 182 530 330

- in second to fifth year inclusive 4261474 464 223
6665 656 994 553

Nen-current liabilities 4261473 464 223

Current liabilities 2404183 530 330

6 665 656 994 553

It is company policy to lease certain equipment under finance leases. These assets are leased over a period of 2 to 5 years

at an average interest rate of 15%, and are secured by the assets financed, refer to Note 8.

12. Payables from exchange transactions

Trade and other payables 6024 779 2977 850
Accrued leave pay 3277 438 2259083
Accruals 3 663 696 1313074
12965913 6550 107
13. Deferred income
Movement during the year
Balance at the beginning of the year 32002671 60 839
Additions during the year - 34 381 249
Income recognition during the year (5721 174) (2 438 417)
26 281 497 32002671
Non-current {iabilities 17 429 750 23793750
Current liabilities 8 851 747 8 208 921
26281497 32002671

The above deferred income relate to commission received on the conclusion of the 5 year lease agreement relating to

outdoor advertising and land sales transaction not yet finalised.

14. Share Capital

Authorised

1000 Ordinary shares of R1 each 1000 1000

tssued

1000 Ordinary shares of R1 each . 1 000 100G

Share premium v\/ 5141722 5141722
v 5142722 5142722

30

VAN

/\ !



City of Joburg Property Company (SOC) Limited
(Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements
Figures in Rand 2012 2011

16. Revenue

Commission - City of Joburg Metropolitan Municipality 84 584 818 30 138 958
Third Party Development fees 14 448 220 22929 895

99033038 53068853

The amount included in revenue arising from exchange of goods or services is

as follows:
Rendering of services 84 584 818 30138 958
Third Party Facilitation Development Fees 14 448 220 22 929 895

16. Other income

Denation received 483 000 47 942
Administration and management fees received 1754 00C -
2237 000 47 942

17. General expenses

Advertising 310 256 207 934
Auditors remuneration 1797 291 1785121
Bank charges 54 309 44 272
Cleaning 461 017 280270
Consulting and professional fees 2 940 069 3061702
Insurance 2633 517 1816 601
Conferences and seminars 151 900 2682 752
IT expenses 1117 279 1157 824
Lease rentals on operating lease 6032 336 2991313
Placement fees 422 668 439 298
Postage and courier 62 633 66 853
Printing and stationery 800 555 969 668
Promotions 171 410 280 321
Security 24 138 763 289
Software expenses 334 282 922 082
Staff welfare £24 987 492 024
Subscriptions and membership fees 1077 957 1 028 448
Telephone and fax 906 915 923 556
Training 235 041 380 188
Travel - local 256 140 328 651
Travel - overseas 571 086 741 214
Assets expensed - 5687
Electricity 798 234 461 563
Water 225787 277 335
Irregular, fruitless and wasteful expenditure (Note 30) 15736 -
Board Expenses 334 095 280718

22260728 19988894
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City of Joburg Property Company (SOC) Limited
(Registration number 2000/C17147/07}

Annual Financial Statements for the yvear ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand ' 2012 2011

18. Employee related costs

Employee related costs : Salaries and wages 26 149 184 25488 814
Post-retirement medical aid benefits-Defined contribution plan 6 155 000 {338 000}
SARS site and PAYE 12 098 861 10 296 681
Bonus 3118 801 1790776
UIF 372879 352 695
SDL 506 707 439 073
Other payroll levies 92 776 123 542
Leave pay provision charge 1018 3585 598 249
Pension costs 5232 950 3 590 253

48745513 42 343 083

Key Personnel

Remuneration of General Manager : Finance

Annual Remuneration 836 491 687 587

Car Allowance g6 000 96 000

Performance Bonuses - 2011 98 000 -

Performance Bonuses - 2012 106 310 -

Contributions to UIF, Madical and Pensien Funds 95 404 -
1

232 205 783 587

Remuneration of General Manager : Property Management

Annual Remuneration 878 027 827 702
Perfermance Bonuses - 2011 106 820 -
Perfermance Bonuses - 2012 88 b64d -
Contributions to Pension Funds 131 075 124 155

1 204 486 951 857

Remuneration of General Manager : Property Development

Annual Remuneration 919 419 866 723
Performance Bonuses - 2011 11% 856 -
Performance Bonuses - 2012 70 368 -
Contributions to Pension Funds 137 254 130 008

1238897 996 731

Remuneration of General Manager : Stakeholder Management

Annual Remunerafion 189 236 720000
Contributions to Pension Funds - 108 000
169 236 828 000

Remuneration of General Manager : Asset Management

Annual Remuneration 763 776 720000
Contributions to Pension Funds 114 018 108 000
877795 828 000

HV’V ]AIM
VAR
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City of Joburg Property Company (SOC) Limited

{Registration number 2000/017147/G7)
Annuat Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011

18. Investment revenue

Interest revenue

Bank 10 980 6 374

Interest charged on trade and other receivables 3699 434 6 259 408

Interest earned - sweeping accounts 131035 -

South African Revenue Services - 136 833
3 841 449 6 402 613

20. Finance costs

Loan from the City of Johannesburg Metropolitan Municipality 105 048 2191689

Finance leases 479 407 265 381

584 455 2 457 070

21. Taxation

Major components of the tax expense {income)

Current

Local income tax - current period 6 985 032 7 115560

lLocal income tax - recognised in current tax for prior period {728 536) -
6 256 496 7 115 560

Deferred

Criginating and reversing temporary differences 1205 146 (8 954 832}

Avrising from prior period adjustments 732 325 -
1937 471 (8 954 932)
8 193 967 (1839372)

Reconciliation of the tax expense

Reconciliation between accounting surplus and tax expense.

Accounting surplus {geficit) 29 652 420 (7 296 147)

Tax at the applicable tax rate of 28% (2011:28%) 8 302 897 {2 042 21)

Tax effect of adjustments on taxable income

Nen taxable income (100% Capital Gains) {135 213) -

Non taxable/non-deductible expenses 3998 264 296

Priar year tax adjustment {728 536} (80 747}

Deffered tax - prior year adjustment 732 325 -
8175271 (1 839 372)
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City of Joburg Property Company (SOC) Limited

(Registration number 2000/017147/07)

Annuat Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand ' 2012 2011

22. Auditors' remuneration

Fees 1797 291 1785121

Reconcilliation of audit fees
Audit Fees - External 807 382 808 848
Audit Fees - Internal 989 909 976 273

1797 291 17856 121

23. Cash generated from operations

Surplus {deficit) 21458 523 (5 456 775)
Adjustments for:

Depreciation and amortisation 1934 562 1075479
Loss an sale of assets and liabilities 1414 640 102 809
Finance costs - Finance leases 479 407 265 381

Impairment deficit - 713 244

Debt impairment (6 123) -
Movements in operating lease assets and accruals 987 336 12 077

Movements in retirement benefit assets and liabilities 155 GO0 (338 000)
Movement in tax receivable and payable (3 345 487) 6 302 057

Annual charge for deferred tax 1205 148 (8 954 932)
Other non-cash items - (41 894)
Changes in working capital:

Receivables from exchange transactions 33 553 548 8 839683

Consumer debtors 6123 42 083

Prepayments (721 807) (319 001)
Payables frem exchange transactions 6 415 806 (2 263 528)
Deferred income (6721 174) 31941832

57825500 31920525

24, Tax Receivable

Balance at beginning of the year (3 141 985} 3160072
Current tax for the year recognised in surplus or deficit (6 256 496} (7 115 560)
Balance at end of the year {203 502) 3141 985

(9 601983) (813 503)
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City of Joburg Property Company (SOC) Limited
(Registration humber 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand - 2012

2011

26, Related parties

Relationships

The company adheres to Section 45 of The Municipal Supply Chain
Management Regulation:

Contracts are entered into in terms of Services Delivery Agreements
As all related parties are current no provision has been made in respect
of bad debts.

Controlling entity The City of Johannesburg Metropolitan Municipality
Feliow subsidiaries Johannesburg Social Housing Company (SOC) Lid

City Power Johannesburg (SOC) Ltd

Johannesburg City Parks (NPC)

Johannesburg Development Agency (SOC) Lid
Johannesburg Metropolitan Bus Services (SOC) Ltd
Johannesburg Roads Agency (SOC) Lid
Johannesburg Fresh Produce Market (SOC) Lid

Johannesburg Water (S80C) Lid

Metropclitan Trading Cormpany {SCC) Ltd

Pikitup (SOC) Ltd
Roodepoort City Theatre (NPC)

Johannesburg Theatre (SOC) Lid

Johannesburg Tourism Company (NPC)

The Johannesburg Zoo {NPC)

Related party balances

Loan Accounts - Owing from related parties

City of Johannesburg Metropolitan Municipality 53 984 681 1917 966
Loan accounts - Owing to related parties

City of Johannesburg Metropalitan Municipality (5281675) (6580414)
Interest paid to related parties

To the City of Johannesburg Metropolitan Municipality 105 048 2191689
Services rendered to related parties

The City of Johannesburg Metropalitan Municipality - Commission received 84 651 588 30 138 958

HM{ A
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City of Joburg Property Company (SOC) Limited

{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 3C June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011
27. Directors emoluments
The following emoluments were paid to the executive and non-executive directors during the year.
Executive
2012
Emoluments Car Allowance Perfermance Total
bonus
Ms H M Botes - Managing Director 896 461 250 000 286 583 1533044
2011
Emoluments Car allowance Total
Ms H M Botes - Managing Director 925 020 250 000 1175 020
Non-executive
2012
Emoluments Retainer fees Total
Mr J Buys - Chairperson 138 88¢C 33063 171 943
Ms J Armstrong 84 320 16 533 100 853
Adv D Maritz 66 480 16 533 83013
Dr D Sekhukhuneg 68 448 19 840 88 288
Mr 8 Dzengwa 73410 16 533 89 943
Mr H Mashele 79 360 19 840 99 200
Mr L lthcleng 76 400 19 840 96 240
Mr A Mabizela - Chairperson 9 920 9920
Ms L Msengana-Ndiela 4 960 4 980
Ms M Vuso
Mr T Hickman 4 960 4 960
Mr J Mahaso 4 960 4 960
Ms S Childs 4 960 4 960
Prof AN Nevhutanda 4 360 4 980
622 018 142182 764 200
2011
Emoluments Retainer fees Total
Mr J Buys - Chairperson 148 800 398675 188 475
Ms J Armstrong 138 880 19 840 158 720
Adv D Maritz 64 490 19 840 84 330
Dr D Sekhukhune 73 408 19 840 93 248
Mr S Dzengwa 80 352 19 840 100 192
Mr H Mashele 89 280 19 840 109 120
Mr A Sibanda 64 490 14 880 79 370
Mr L Itholeng 89 300 19 840 10¢ 140
749 000 173 595 922 595

i
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City of Joburg Property Company (SOC) Limited
(Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements
Figures in Rand 2012 201

28. Risk management

Financial risk management

Liguidity risk

The company’s risk to liquidity is a result of the funds available to cover future commitments, The company manages
liquidity risk through an ongoing review of future commitments and credit facilities. The companies cash is swept on a daily
basis to The City of Johannesburg Metropolitan Municipality (COJ) main account. The City releases money for use by The

City of Joburg Property Company (SOC} Ltd as and when it is needed. Any over expenditure in which current cash swept
cannot cover is covered by the COJ.

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored.

At 30 June 2012 Lessthan 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Borrowings 401 283 - - w

Finance lease liabilities 2404182 4 281473 - -

Trade and other payables 12 975 262 - - -

At 30 June 20N Lessthan 1 Between 1 and Between 2 and Over 5 years
year 2 years 5 years

Borrowings 1500 002 - - -

Finance lease liabilities 530 330 464 223 - -

Trade and other payables 6535 224 - - -

Interest rate risk

As the company has no significant interest-bearing assets, the company's income and operating cash flows are
substantially independent of changes in market interest rates.

The company policy is to manage interest rate risk so that fluctuations in variable rates do not have a material impact on
surplus/{deficit). The company's interest rate risk arises from financial service assets. Fixed rate borrowings expose the
company to fair value interest rate risk.

The company has not performed a sensitivity analysis as the company is exposed to fixed rate borrowings only.
Credit risk

Credit risk consists mainly of cash deposits, cash eguivalents and trade debtors. The company only deposits cash with
major banks with high quality credit standing and limits exposure o any one counter-party. Trade debtors are mainly made
up of development fees on centracts awarded to a developer who has been awarded the tender. The company manages
this risk by inserting suspensive conditions in the signed contracts. If the developer cannot pay in the specified time,
payment terms are arranged and failing which the contract will be cancelled and awarded to ancther developer.

Financial assets exposed to credit risk at year end were as follows:
Financial instrument
Financial assets measured at amortised cost:

~Trade and other receivables 37 341 751 70 775147
-Cash and cash equivalents 2000 2000

37 343 751 70777 147

KV“’\ A
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City of Joburg Property Company (SOC) Limited
{Registration number 2000/017147/07)
Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements
Figures in Rand o 2012 2011

29. Going concern

The annual financial statements have been prapared 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, confingent obligations and commitments will occur in the ordinary course of business. The existence of the
company is dependent on the continued support of its sole shareholder being the City of Johannesburg Metropolitan
Municipality by way of management fees paid each year in terms of 2 service delivery agreement entered into.
Development fees received from external parties further support the going concem of the company.To support the
continuous collection of management fees, JPC has a 30 year agreement with the Shareholder, of which 19 years are
remaining.

30. Unauthorised expenditure

Unauthorised expenditure current year 1763 997 -

The above unauthorised expenditure mainly relates to the less on disposal of assets and rental of premises.

31. Fruitless and wasteful expenditure

SARS penalties and interest 15736 -

2012 : The penalties and interest reflected above relates to 2011 financial year which incurred as result of underestimation
of second provisional tax payment. An appeal has been lodged with SARS to reverse these interest and penaliies.

32. Hhregular expenditure

Details of irregular expenditure ~ current year
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(Registration number 2000/017147/07)

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand

2012

2011

32. lrregular expenditure (continued)

Recruitment of temp staff

Development of internally generated geodwill

Consulting services

Data and mobile services

IT support, infrastructure and licenses

IT infrastructure and licenses

Office accomodation - Rental

Advisory services

Risk and Assurance services

Details of the incident
Service provider was appointed more than five years
and bid documentation couldn’t be located. Only
contract could be retrieved which is still valid and
currently manages deliverables between JPC and
the service provider
Service provider was appointed more than five years
and bid process could not be confirmed, as
documentation couldn't be located. There is an SLA
in place managing expected deliverables between
the service provider and JPC
This contract was initially for a period of 3 months of
which the appointment of Strategic Support was
meant to be finalized and that didn't materialize as
the suitable candidate couldn’t be found then. The
contract continued on a month te month basis until
its cancellation.
Tender processed was not followed as the service
provider approached act as an agent on behalf of all
cellular network operators and through them the
entity got beiter deals for data and mobile services,
of which had the company gone directly to the
supplier wouldn't have got a better rates. This is
currently a contract in place.
The previous service provider's contract expired and
was on month to month till tender process was
finatized, of which the bidders that responded
misunderstood the terms of reference. Since old
service provider was given termination notice and
the suitable bidder couldn’t be found and also the
fact that {T functions is critical on the continuity of
any operation, the entity then approached the
current service provider to assist with rendering of IT
services until the new tendering process can be
finalised. The current contract is been managed on a
month to month basis
Tender processed was followed, of which the
bidders who responded misunderstood the terms of
reference, and then due to the critical nature of
infrastructure required, the procured the services
through the contract which was already securced by
CeJd Panel which is in line with the requirements of
SCM regulations
Sourcing agent was appointed to find suitable
accomadation for the company in terms of spacing
and location of which these services where procured
through panei of Cod
Scurcing agent was appointed to find suitable
accomodation for the company in terms of spacing
and location of which these services where procured
through panel of Caold
The JPC risk manager resigned at a critical point in
the middte of the risk management frameawork and
risk identification process. After numerous attempts
to advertise the positicn no adequate person was
found and Grant Thornton, whao is on the COJ panel,
and is a service provider utilized by JRAS was
appeinted

2

1

1

8

1

488 207
021 768

068 600

343 851

899 583

042 372

032 336
691 971

321200
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City of Joburg Property Company (SOC) Limited

{Registration number 2000/017147/07)

Annual Financial Statements for the year ended 30 June 2012

Notes to the Annual Financial Statements

Figures in Rand 2012 2011
32. Irregular expenditure {continued)
Cleaning Tender processed was followed, and the time of 306 000

awarding the bid, the successful bidder submitted a

declaration stating that neither she nor her spouse is

in the service of the state. Subseguent to awarding

of the tender, management probed the award only to

establish that the bidder misrepresented. Due to this

the process was initiated to cancel the award and

the expenditure already paid to the bidder couldn’t

be recovered as the service has been rendered as

per the terms of reference.

14 215 888

33. Reconciliation between budget and statement of financial performance
Reconciliation of budget surplus/{deficit) with the surplus/deficit in the statement of financial performance;
Net surplus/ {deficit) per the statement of financial performance 21 458 523 {5 456 775)
Adjusted for:
Commission and interest (7420 212) 869870000
Third Party Development fee - 8 909 000
Employee costs - {32 887 000)
Operating expenses {1532 112) (384 225}
Taxation (8 247 2687) (19 580 000)

Net surplus per approved budget

4 258 232

20 471 000

34. Deviation from supply chain management regulations

Paragraph 12(1){d}(i) of Government gazetfe No. 27536 issued on 30 May 2005 states that a supply chain management
policy must provide for the procurement of geods 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
board and includes a note to the annuai financial statements,

Repairs and maintenance and corporate DVD were procured during the financial year under review and the process
followed in procuring those goods deviated from the provisions of paragraph 12(1)(d)(i) as stated above. The reasons for
these deviations were documented and reported fo the board.

Nature of deviations
JBC Corporate DVD
Office Refurbishment

230 000
1189 088

1419 068
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City of Joburg Property Company (SOC) Limited

(Registration number 2000/017147/07)

Annual Financial Statements for the year ended 3¢ June 2012

Detailed Income statement

Figures in Rand Note{s) 2012 2011
Revenue

Rendering of services 84 584 818 30 138 958
Third Party Facilitation Development Fees 14 448 220 22 929 895
Other income 16 2 237 000 47 942
Interest received - investment 19 3 841 44¢ 6 265 780
SARS interest 18 - 136 833
Total Revenue 105111487 59 519 408
Expenditure

Personnel 18 (48 745 513) (42 343 083}
Pepreciation and amortisation (1934 562) (1075479)
Impairment loss - (713 244)
Finance costs 20 (584 455) (2 457 07Q)
Bad debts 6123 -
Repairs and maintenance (525 222) {135 176)
Loss on disposal of assets (1 414 840) (102 809)
General expenses 17 (22260 728) {19 988 694)
Total Expenditure (75 458 997) (66 815 555)
Taxation 21 (8 193 9B7) 1839372
Surplus (deficit) for the year 21 458 523 (5 456 775)

The supplementary information presented does not for
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m part of the annual financial statements and is unaudited
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Revenue

Commission received

Third Party Development
fees

Other income

Other income

Interest received

Gross Profit
Expenses

Employee related costs

Bad debts

Depreciation
Amortisation

Repairs and maintenance
Finance costs

General expenses

Loss on disposal of property,

plant, plant and eguipment
Loss on scrapping intangible
assets

Operating profit

Net surplus/ {deficit) for the
year

Taxation

Current
Deferred tax

Prefit /(l.oss) for the year

City of Joburg Property Company (S0C) Limited
APPENDIEX E(1) for the year ended 30 June 2011
Statement of Financial Performance

June 2012
Actual QOriginal Variance Original Explanation of Significant Variances greater
Balance Budget Budget than 10% versus Budget
{000's) (000's) {000's} Var (000's)

84 585 37 002 47 583 1288 37 002 The Commission received from Cod Portfolio is over
the allocated budget, due to the fact CAPEX
cemmission earned on the completion of Soweto
Theatre

14 448 35 006 (20 552) (58.7) 35 000 Few development agreements signed during the year
due fo a dechine in the preperly development industry.

99 033 72002 27031 375 72 002

2237 1754 483 27.8 1 754 Over budget as result of donated asset received for no
consideration

3 841 4 264 (423) {9.9) 4 264 Beiow budget as the outstanding debtors settled within
the given time frame

6078 6018 60 1.0 6018

105 111 78 020 27091 347 78 020

(48 746) {48 848) 100 {0.2) (48 846} Savings was a result of new appointments been
deferrred to the new financial year, And this saving
was used to cover fixed operating expenditure

6 - & - -

(1737) {1 828) 9 (5.0) (1.828)

{158) (201) 3 (1.5) (201)
(525} {5625) - - (525)
(584) {584) - - {584}

(22 261) (21 712} (549) 2.5 {21 712) Gver expenditure relates to fixed operating costs which
were not funded during the revised budget, reallocation
was done to cover them,

(1 134) - {1134} - -

(281} - (281) - -

(75 460) (73 696) (1 764) 2.4 {73 696}

29 651 4324 25327 6BS.T7 4324

28 651 4324 25 327 585.7 4324

(6 256} - (6 256) . -

(1937 - (1937) - -

(8 193) - {8 193) - -

21 458 4 324 17134 396.3 4324
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