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Directors' Responsibilities and Approval

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

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

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by
the entity and place considerable importance on maintaining a strong control environment. To enable the directors to
meet these responsibilities, the directors 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 accounting procedures and adequate segregation of duties to ensure an acceptable level of risk.
These controls are monitored throughout the entity and all employees are required to maintain the highest ethical
standards in ensuring the entity’s business is conducted in a manner that in all reasonable circumstances is above
reproach. The focus of risk management in the entity is on identifying, assessing, managing and monitoring all known
forms of risk across the entity. While operating risk cannot be fully eliminated, the entity endeavours to minimise it by
ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

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

The directors have reviewed the entity's cash flow forecast for the year to June 30, 2014 and, in the light of this review
and the current financial position, they are satisfied that the entity has or has access to adequate resources to continue in
operational existence for the foreseeable future.

The board of directors is primarily responsible for the financial affairs of City Power (SOC) Ltd (herein referred to as the
municipal entity).

The external auditors are responsible for independently reviewing and reporting on the municipal entity's annual financial
statements.

The financial statements set out on pages 4 to 67, which have been prepared on the going concern basis, were approved
by the board of directors on August 30, 2013.

airperson of the Board
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{Registration number 2000/030051/30)
Financial Statements for the year ended June 30, 2013

Directors' Report

The directors have pleasure in submitting their report, including the unaudited annual financial statements for the year ended
June 30, 2013.

1. INCORPORATION

The municipal entity was incorporated on 30 November 2000 and obtained its certificate to commence business on 1 January
2001.

The Companies Act, 2008 (Act 71 of 2008) became effective on 1 May 2011 and applies to annual financial periods beginning
after 1 May 2011 as per proclamation R.32 published in Government Gazette 34239 on 26 April 2011. The Companies Act,
2008 repealed the whole of the Companies Act, 1973 (Act 61 of 1973), except for Chapter 14 in as far as it deals with the
liquidation and winding-up of insolvent companies.

In terms of Item 4(1)(c} of Schedule 5 {transitional arrangement} to the Companies Act, 2008, the municipal entity is deemed to
have amended its Memorandum of Incorporation as of the general effective date to have changed its name in so far as
required to comply with 11(3}.

Therefore, as from 1 May 2011, the name of the municipal entity is City Power Johannesburg (SOC) Ltd.

All references to the Companies Act in these annual financial statements are to the Companies Act, 2008, unless otherwise
indicated.

2. REVIEW OF ACTIVITIES

Maln business and operations

The entity is a municipal owned entity. The principal activity of the municipal entity is the distribution of electricity fo
industries, businesses and households in Johannesburg. The municipal entity operates principally in areas of supply in
Johannesburg, South Africa.

The operating results and state of affairs of the municipal entity are fully set out in the attached annual financial statements.

Net surplus of the municipal entity was R 1,317,285 (2012: R 1,232,355), after taxation of R 44,385 (2012: R356,237). There is
no tax payable in the 2013 financial period as the municipal entity has an assessed tax loss.

3. GOING CONCERN

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

4. SUBSEQUENT EVENTS

The directors are not aware of any other matter or circumstance arising since the end of the financial year, not otherwise dealt
with within the financial statements that would affect the operations or results of the municipal entity significantly

5. DIRECTORS' PERSONAL FINANCIAL INTEREST

The directors of the municipal entity did not have any personal interest in contracts entered into by the municipal entity during
the current financial year.

6. ACCOUNTING POLICIES

The financial statements are prepared in accordance with South African Standards of Generally Recognised Accounting
Practice (GRAP) issued by the Accounting Standards Board as the prescribed framework by National Treasury.
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Directors' Report

7. SHARE CAPITAL AND SHARE PREMIUM

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

8. BORROWING LIMITATIONS

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

9. NON-CURRENT ASSETS

There were no major changes in the physical nature of non-current assets of the municipal entity during the year.
10. DIVIDENDS

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

11. DIRECTORS

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

Name Nationality
Rev F Chikane- Chairperson South African
Adv G Badela South African
Mr NE Galawe South African
Ms ZD Hlatshwayo South African
Mr NSA Hlubi South African
Mr BK Mofokeng South African
Ms NP Mohlala South African
Dr MS Motebang South African
Dr Y Ndema South African
Mr Tl Sithole South African
Mr SG Xuiu - Executive South African
South African

12. SECRETARY

The company secretary is Mr M Smith.

Business address

Postal address

40 Heronmere Road

Reuven
Johannesburg
Gauteng

2016

PO Box 38766
Booysens
Gauteng

2016
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Directors' Report

13. CORPORATE GOVERNANCE
13.1 General

The municipal entity confirms and acknowledges its responsibility fo total compliance with King 1ll. The directors {executive
director) discusses the responsibilities of management in this respect, at Board meetings and monitors the municipal entity's
compliance with the code during the year.

The salient features of the company's adoption of the Code is oullined below:
13.1 Board of directors

The Board:

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

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

* is a unitary structure comprising:

- Ten nen-executive directors, all of whom are independent directors as defined in the code of Corporate
Practices and Conduct ("the code") laid out in the King Il Report on Corporate Govemance for South Africa:

and

- one executive director {accounting officer).

13.2 Chairman and managing director
The chairperson is a non-executive and independent director.

The roles of chaimperson and managing director are separate, with respeonsibilities divided between them, so that no individual
has unfettered powers of discretion.

13.3 Remuneration
The remuneration of the managing director, who is the only executive director of the municipal entity, is determined by the

board of directors within the parameters set by the City of Johannesburg Metropolitan Municipality as provided for in section 89
of the MFMA.
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Directors' Report

13.4 Board of directors meetings

The Board has met on 5 separate occasions during the financial year. The board schedules to meet a minimum of four times
per annum,

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

Dr Ndema was on maternity leave for 3 months during the period under review.Dr Ndema and Adv Badela were retired at the
AGM held on 11 March 2013. Dr Motebang resigned from the boar d on the 7 November 2012, Mr Mofokeng resigned from the
board and audit committee on the 4 March 2013.
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Directors’ Report

13.5 Audit committee

The Audit committee consists of 2 non-excutive directors and 3 independent members.The committee met 7 times during the
2012/2013 financial year to review matters necessary to fulffill its role. Mr B Mofokeng (a non-excutive director) resigned from
the Audit Committee on the 4 March 2013.

In terms of Section 166 of the Municipal Finance Management Act no 56 of 2003 (MFMA), the City of Johannesburg
Metropolitan Municipality, as a parent municipality, must appoint members of the audit committee. Notwithstanding that non-
executive directors appeinted by the parent municipality constituted the municipal entity's audit commitiee, National Treasury
policy requires that parent municipalities should appoint further members of the municipal entity's audit committees who are not
directors of the municipal entity onto the audit commities, and these independent members are: Ms LJ Fosu, Mr W Hattingh
and Mr H Moclla. The audit committee has fulfilled its responsibilities as provided for in section 166 of the Municipal Finance
Management Act.

INTERNAL AUDIT

The municipal entity's intemal audit function is performed intemally and assisted by outside service providers in areas where
internal capacity is inadequate. This is in compliance with the Municipal Finance Management Act, 2003.

14. CONTROLLING ENTITY

The municipal entity's parent is the City of Johannesburg Metropolitan Municipality.
15. BANKERS

ABSA Limited and Standard Bank Limited.

The managemsent of the treasury function within the municipal entity is managed under the auspices of the City of
Johannesburg Metropolitan Municipality Assets and Liabilities Committee and Treasury depariment.

16. AUDITORS

The Auditor General performs the audit in terms of section 92 of the MFMA.
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Company Secretary’s Certification

Declaration by the company secretary in respect of Section 88{2)(e) of the Companles Act

In terms of Section 88(2)(e} of the Companies Act 71 of 2008, as amended, | certify that the company has lodged with the

Commissioner all such returns as are required of a public company in terms of the Companies Act and that all such returns
appear to be true, comrect and up to date.

Mr. mith
Contpany Secretary

Place of Signature
Friday, August 30, 2013
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Statement of Financial Position as at June 30, 2013

Figures in Rand thousand Note(s) 2013 2012 Restated
ASSETS

Current Assets

Inventories 3 142,030 128,942
Loans to shareholder 4 2,705,337 1,190,591
Trade and other receivables 5 440,088 774,200
Consumer receivables 7 2,048,523 2,235,169
Cash and cash equivalents 8 42 30

5,336,021 4,328,932

Non-Current Assets

Property, plant and equipment 9 7,786,793 6,981,544
intangible assets 10 228,964 186,830
8,015,757 7,168,374
Total Assets 13,351,778 11,497,306
LIABILITIES
Current Liabilities
Loans from shareholder 4 428,960 389,517
Finance lease obligation 13 3,351 3,351
Trade and other payables 14 2,258,152 1,619,477
VAT payable 15 286,294 433,808
Provisions 17 48,103 44 955

3,022,360 2,491,108

Non-Current Liabilities

Loans from shareholders 4 2,628,118 2,685,047
Finance lease obligation 13 3,593 7,577
Employee benefit cbligation 6 27,595 36,136
Deferred income 16 11,345 -
Deferred tax 12 1,109,213 987,976
Consumer deposits 18 221,105 278,798
4,000,969 3,995,534
Total Liabilities 7,023,829 6,486,642
Net Agsets 6,327,949 5,010,664
NET ASSETS
Share capital and share premium 20 112,466 112,466
Accumulated surplus 6,215,483 4,898,198
Total Net Assets 6,327,949 5,010,664

10
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(Registration number 2000/030051/30}
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Statement of Financial Performance

Figures in Rand thousand Note(s) 2013 2012 Restated
Revenue

Service charges 21 12,469,888 11,844,502
Fees earned 13,687 37,962
Rental income 312 1,609
Other income 23 217,330 229,142
Government grants 22 168,909 186,441
Interest income 217,486 193,846
Total revenue 13,087,612 12,493,692
Expenditure

Employee related costs 25 (694,132) (696,754)
Administration 26 (122,813) (313,315)
Depreciation and amortisation 29 (332,488) (223,992)
Finance costs 30 (395,820) (388,872)
Bad debts 27 (689,011) (705,499)
Repairs and maintenance (419,778) (244,555)
Bulk purchases 33 (8,194,936)  (7,647,830)
General expenses 24 (876,964) (684,283)
Total expenditure (11,725,942) (10,905,100)
Operating surplus 1,361,670 1,588,592
Surplus before taxation 1,361,670 1,588,562
Taxation 3 44,385 356,237
Surplus for the year 1,347,285 1,232,356
Attributable to:

Owners of the controlling entity 1,317,285 1,232,355

1"
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City Power Johannesburg (SOC) Limited
{Registration number 2000/030051/30)
Financial Statements for the year ended June 30, 2013

Cash Flow Statement

Figures in Rand thousand Note(s) 2013 2012 Restated
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Sale of goods and services 12,127,062 12,471,567
Other income 144,210 212,712
12,271,272 12,684,279
Payments
Suppliers {(9,314,180) (12,461,696)
Finance costs = -
Net cash fiows from operating activities 3 2,957,002 222,683
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 9 (1,118,446} (598,670)
Purchase of other intangible assets 10 {70,374} {13,429)
Interest Income 217,486 193,948
Finance costs {395,820) (388,872)
Net cash flows from investing activities {1,367,154) {807,025)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings {1,532,232) 492,602
Movement in consumer deposits (57,694) 91,850
Net cash flows from financing activities (1,589,926) 584,452
Net increase/(decrease) in cash and cash equivalents 12 10
Cash and cash equivalents at the beginning of the year 30 20
Cash and cash equivalents at the end of the year 8 42 30

13



City Power Johannesburg {SOC) Limited
{Regl lon number 20 30}

Annual Financial Statements for the year endad June 30,
2013

Statement of Financial Position

Revised Comments
Avtual Budgat Varlance Budget Variance
Budget va Budget vs
Actual Actual
RODO's Rooo's Rov's ROOO's
Assats
Current Assets
Inventodes 142030 4,733 (67.297Y 4,731 (67,297 Seler geymars of R100m not budgsted for
Loang to shareholdar 2,705,337 1,963,946 (741,391 1,566,374 (1,138,963) budget was besgd on kwer opening aash positan
Trede and other recahvables 440,089 154,105 (285,984)| 154,108 (2B5.984)| Incrasss In rekted party debl
Conaumer recalvablea 2,048,523 2,884,327 835,804 2,974,560 936,037 Ravenua for the year lower than budgel
Cash and cash equivalenta 42 30 a3)| 30 {13 in petty cash flcat
5,336,021 SATHI4 (258,580) 4,769,302 (566.219)
Non-Cwrent Asssis Property, plant end aguipmsnt
Properiy.plant snd eqlpment T 786,793 7,760,549 -26,244 7.985.218 195425
incremss in capachy rights and software purchasas that were
Intanglble axsaty 228,64 67,954 161010 §7.954 161,010 notbudgeted for
8,015,757 TAWS {187254) 053,172 ATAS
Total Asgats 13,351,778 12,005,643 46125 1282294 (328,604)
LIABHLITIES
Currant LiabilMes Loans from shersholdor
Loans from sharsholder 428,560 487,550 58,590 487,550 58,550
Finiance lsase obigation 3351 - 13,351 G351 Ne budget for financa lease
Trude and other payables 2,256,152 3,205,196 40044 3ML936 755,784
VAT payable 286,204 30413 34,019 19,341 3047 Lawaer buk purahassa rauked in lowar val acorual
Provslana 44103 108,179 60076 108179 ogrs|  Eudaeted dus to misallocation of leave pay
3,022,860 4,121,338 1088479 3,927,005 204146
Nen Cuntent Gabillies -
Loans from sharsholders: 2,428,118 2677316 (49,158) 2,677,316 49,198
Financs lease obligation 3,593 3,503 .59 Na budget for finance lagse
Employes bensit obligaton 27,595 40,088 (12,499 0,088 (12493 Inqualifying dus bo
Doforted Income 11,345 11,345 na4s|  Defered inooms not budgated for
Deforred lax 1109213 Lr207 992,006 7,207 o200 |  Budgetunderstatad
Congumer deposits 21,105 279448 (58,343) 279,448 (38.343) Decrease in consumer depaalta
4,009,969 3,114,060 BH6.90% 3,114,060 BUG.90%
Total Liabilitiss 102382 7238397 211,568) TA41065 {17,236}
Not Assels 6,327,949 5,61 246 (657,703 5761508 (546,841)
Share caplial and share premium 112,466 112,466 - 112,466
“The budget was based on a kwar retained ncome compared
Accumutated surplus 6215483 | 5,557,780 657.703 5669.442 546,041 to e final results of 2012
Tatal Not Asacta 6,227,949 5,670,246 657,703 57181908 546,041




City Power Johannesburg (SOC) Limited
(Reglstration number 2000/030051/30)
Annuat Financlal Statements for the year ended June 30, 2013

Statement of Financial Performance comparison to budget

Ravised
Actual Balance Budgst Budget Varlance Comment
budget vs
Actual
(o00's) |_(_000's) 000"s) (000's)
Revenue
Service charges 12,469,888 13,144,778 (674,801) 13,113,117 (643,229)| Reduction In consumar demand
Other Income 617,724 665,774 (48,050 572,282 45442 | Increase in grants, DSM levy and cut off fess
Total Operating Income 13,087.612 13,810,553 {722,941) 13,885,399 (597,787)
Administration and management fees; 122,813 140,072 17,259 122,902 89 | Decrease Ininsurance costs
Advertising . 9,742 8,460 {1,282) 11,116 1,374 | Increased advertising for tender and outages
A rates & munlclpal charg 12,139 9,347 {2,792} 7,887 {4,272)( Increase in the rate payable
Auditors remuneration 3,987 1,682 {2,305) 4,000 13 | Increase In audiiors cost
Bad debts 689,011 422,128 (268,883) 435,000 (254,011)| lower collection levels
Bank charges 1,448 485 {963) 305 {1,143)| Costdue taintrease in prepaid customers
Bllling and meter reading charges 27,469 39,101 11,632 34,781 7.2 | Fewer meter readings parformed
Bulk purchases 8,194,936 9,006,929 811,883 8,616,342 421,406 | decrease in demand
Cleaning - 2,677 2,617 837 837 | Contractor for tleaning replacsed by permanent cleaning staff
Commission paid 28,989 16,298 {12,681) 26,584 {2,405)( increase In prrepald revenus
Conferences and seminars 3,620 2,61 {989) 3,080 (540)| oost saving measures
Consulting and profeasional fees 84,832 39,724 {45,108) 100,784 15,852 | Strateglc programs initiated
Depreclation, amortisation and impain 332,488 298,168 {33,320) 218,935 {113,583)| Reassessment of usefull Ife of assets resulted in increased depr
Donations 222 585 ’ 363 500 276 | Fewer donations were made
Employae costs 654,133 775,920 81,787 774,600 80,467 | Planned vacancies not filled
Entartalnmant 2,646 2,124 {522) 2,146 (500)| Increased costs due to additlonal mestings held
Material Issues 221,756 10,538 {211,218) 110,443 {111,313)| Solar water goysers issued at no cost to low Income communifie:
Fuel and oil - 87 &7 57 57
Haostsl charges - 513 513 24 2,434 | No subsidised hostel fees
Insurance 29,817 50,000 20,183 50,000 20,183 | Insurance premium less than budget
Loss onh disposal of assets {gain} 8,848 11 (8,938) 40,138 31,190 | More assets were disposed
Lsass rantals on operating lease 268,330 393,853 125823 419,405 151,075 | Kelvin's inabliity to meet budgeted demand resulted in lower capi
Levies 5,957 3,827 {2,130} 3727 {2.230)| Inmccurate budgeting on skills development levy
Cut off fees 25,598 30,138 4,540 25,000 (598)| Customer's queries ars Investigated prior to cut off
Magazines, books and periodicals 115 2 {113} 160 35 | Inaccurate budgeting
Motor vehicle expenses 38,899 24,815 {14,084) 25,027 {13,862)| Increase in petrol and diesal prices
Free basic electricity 2,380 5,587 3,207 1,567 (793)| Less customers applied and qualify for free basic electrcity
Postage and courler 6 26 20 26 20
Printing and stationery 2,386 3,507 1121 4,165 1,778 | Cost saving initiative
Repairs and maintenance 418,778 379,561 {40,217) 379,561 {40,217)| Unplanned and emargency work
Sacurity 50,335 38,680 {11,855) 60,366 31 | Increase in the rate per hour payable 1o contractors
Sundry expenses 289 1,296 1,027 1,113 844 | Expenses incurred less than anticipated
Software expenses 17.551 7.086 {10,455} 22047 4,896 | Increase In Microsoft and Oracls llcanss cost
Staff waelfare (8,518) 4,684 13,202 5,627 14,045 | Adjustment on post retirement benefit
Subscriptions and membership feas 567 644 17 845 278 | Lower than expected requests for st pilon to professional be
Telephone and fax 14,950 13,928 (1,022) 13,545 {1,405)| Increase In data charges for automatied meter readings
Tralning 3,856 4,610 754 4,615 759 | Detays in the Implementation of tralning programs
Transport and frelght - 5o 591 479 478 | No subsidised transport and freight
Travel - local 8,699 8,739 {1,960} 6,37 {2,382) Higher than budget staff relmbursement
Travel - overseas 200 213 713 726 526 | Fewer overseas trips taken
Udlities 14,676 27,143 12,467 28,814 11,938 | Lass expenditure incurred on tree pruning
Fair valulng expensas (4.839)' - 4,889 ] 4,889
Total Operating Costs 11,330,122 11,776,160 446,038 11,553,884 223,762
Operating Profit 1,757,490 2,034,293 (276,203} 213,515 (374,025)
Finance costs {395,820) {308,007} (89,813 -308,158 {87,662) Fair value adjustment
Net Income Before Tax 1,364,670 1,728,386 (366,716} 1,823,357 (461,687)
Taxatlon 44,285 445,561 401,176 428,890 284,505
Net zurplus for the yaar 1,317,286 1,282,825 34,460 1,394,467 {77.182)

15
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City Power Johannesburg (SOC) Limited
{Registration number 2000/030051/30}
Financial Statements for the year ended June 30, 2013

Accounting Policies

11

Presentation of annual financial statements

The financial statements have been prepared in accordance with the South African Standards of Generally
Recognised Accounting Practice (SAGRAP) including any interpretations, guidelines and directives issued by the
Accounting Standards Board.

These financial statements have been prepared on an accrual basis of accounting and are in accordance with
historical cost convention unless specified otherwise. They are presented in South African Rand, which is the
company's functional currency. All figures are rounded to the nearest rand thousand.

Significant judgements and sources of estimation uncertainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect
the amounts represented in the annual financial statemenis and related disclosures. Use of available information and
the application of judgement is inherent in the formation of estimates. Actual results in the future could differ from
these estimates which may be material to the annual financial statements. Significant judgements include:

Valuation of loans and receivables

The municipal entity assesses its loans and receivables for impairment at each reporting date. In determining whether
an impairment loss should be recorded in surplus or deficit, the municipal entity makes judgements as to whether
there is observable data indicating a measurable decrease in the estimated future cash flows from a financial asset.

The allowance for impairment is measured as the difference between the asset's camying amount and the present
value of estimated future cash flow discounted at the effective interest rate computed at initial recognition.

Impairment testing of non-financial assets

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of
value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and
assumptions. It is reasonably possible that the assumptions made may change which may then impact management's
estimations and may then require a material adjustment to the carrying value of tangible assets.

The municipal entity reviews and tests the carrying value of cash generating units and individual assets when events
or changes in circumstances suggest that the carrying amount may not be recoverable. Assets are grouped at the
lowest level for which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If
there are indications that impairment may have occurred, estimates are prepared of expected future cash flows for
each group of assets. Expected future cash flows used to determine the value in use of tangible assets are inherently
uncertain and could materially change over time. They are significantly affected by a number of factors including
aeconomic factors.

Management used the fair value less cost to sell to determine the recoverable amount of intangible assets with an
indefinite useful life and identifying assets that may have been impaired.

Provisions

Provisions are raised based on management determined estimates based on the information available. Additional
disclosure of these estimates of provisions are included in note 17 - Provisions.

Provisions are measured at management's 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.

Post retirement benefits
The present value of the post retirement obligation depends on a number of factors that are determined on an

actuarial basis using a number of assumptions. The assumptions used in determining the net liability include the
discount rate. Any changes in these assumptions will impact on the carrying amount of post retirement obligations.
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11

1.2

Signiflcant judgements and sources of estimation uncertainty (continued)

The municipal entity determines the appropriate discount rate at the end of each year. This is the interest rate that should
be used to determine the present value of estimated future cash outfiows expected to be required to settle the pension
obligations. In determining the appropriate discount rate, the municipal entity considers the interest rates of high-quality
corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity
approximating the terms of the related pension liability.

Effective interest rate

The municipal entity used the City of Johannesburg Metropolitan Municipality borrowing market rate as a basis for
discounting financial instruments.

Taxation

Judgement is required in determining the provision for income taxes due to the complexity of legislation. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business.
The municipal entity recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes
will be due. Where the final tax outcome of these matters is different from the amounts that were inifially recorded, such
differences will impact the income tax and deferred tax provisions in the period in which such determination is made.

The municipal entity recognises the net future tax benefit 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 municipal entity 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 municipal entity to realise the net deferred tax assets recorded at the end of the reporting period could be impacted.

Useful lives of property, plant and equipment

The municipal entity's management determines the estimated useful lives and related depreciation charges for property,
plant and equipment. This estimate is based on the pattem in which an asset's future economic benefits or service
potential are expected to be consumed by the municipal entity.

Property, plant and equipment

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used
during more than one reporting period.

Initial recognition

The cost of an item of property, plant and equipment is recognised as an asset when:

« itis probable that future economic benefits or service potential associated with the item will flow to the municipal
entity; and

*  the cost or fair value of the item can be measured reliably.

Property, piant and equipment are 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 through a non-exchange transaction, 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 vaiue (the cost). If the
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up.
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1.2 Property, plant and equipment {continued)

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 te 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 camying amount of the replaced part is derecognised.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also
included in the cost of property, plant and equipment, where the municipal entity is obligated to incur such expenditure,
and where the obligation arises as a result of acquiring the asset or using it for purposes other than the production of
inventories.

i?ecognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the
location and condition necessary for it to be capable of operating in the manner intended by management.

Repairs and maintenance expenses are charged to the statement of financial performance during the financial year in
which they are incurred. The cost of major renovations are included in the carrying amount of the asset when it is
probable that future economic benefits or service potential in excess of the originally assessed standard of performance
of the existing asset will flow to the municipal entity and the cost of the items can be measured reliably.

Major spare parts and stand by equipment which are expected to be used for mere than one period are included in
property, plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with
an item of property, plant and equipment are accounted for as property, plant and equipment.

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which
meet the recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment.
Any remaining inspeclion costs from the previous inspection are derecognised.

Subsequent measurements

Subsequent to initial measurement property, plant and equipment is carried at cost less accumulated depreciation and
any accumulated impairment losses.

Depreciation

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated
residual values. Depreciation commences when the assets are ready for their intended use.

Assets under construction are carried at cost, and are depreciated from the date the assets are technically complete.
Assets under construction are disclosed as a separate category of assets called capitaf work-in-progress.

The useful lives of items of property, plant and equipment have been assessed as follows for current and comparative

period:

Item Average useful life
Land Infinite
Buildings 40 - 60 years
Plant and machinery

¢  Transformers 55 years

¢  Transmission cables 61 - 85 years
. Mini-substations 55 years

. Medium voltage equipment 40 years

. Low voltage equipment 40 years
Furniture and fixtures 6 - 20 years
Finance leases

*  Motor vehicles 3-5years
IT equipment 3-9years

The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting
date. If the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate.
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1.2

1.3

Property, plant and equipment (continued)

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless
expectations differ from the previous estimate.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item
is depreciated separately.

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of
another asset.

Derecognition

Property, plant and equipment of an entity are derecognised when the asset is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

Intangible assets
An intangible asset is an identifiable non-monetary asset without physical substance.

An asset is identified as an intangible asset when it:

. is capable of being separated or divided from the 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 wilt
flow to the entity; and

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

Initial measurement
Intangible assets are initially recognised at cost.

An intangible asset acquired through a non-exchange transaction, the cost shall be its fair value as at the date cf
acquisition,

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 develiopment 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 will generate probable future economic benefits or service potential.

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

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

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

21



City Power Johannesburg (SOC) Limited

{Registration number 2000/030051/30)
Financial Statements for the year ended June 30, 2013

Accounting Policies

13

Intangible assets (continued)

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foraseeable limit to the period over which the asset is expected to generate net cash inflows or service potential.
Amortisation is not provided for these intangible assets, but they are tested for impaimment 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.

Amortisation

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.
Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator
that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is

amortised over its useful life.

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not
recognised as intangible assets.

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

Item Useful life
Additional capacity rights 10 years
Computer software 3-9years
Derecognition

Intangible assets are derecognised on disposal, or when no future economic benefits or service potential are expected
from its use or disposal.

The gain or loss arising from the derecognition of an intangible asset is determined as the difference between the net
disposal proceeds, if any, and the carrying amount of the intangible asset. It is recognised in surplus or deficit when the
asset is derecognised.
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1.4 Financial instruments
Classification

The municipal entity classifies financial assets and financial liabilities into the following categories:
. Loans and receivables
. Financial liabilities measured at amortised cost

Classification depends on the purpose for which the financial instruments were obtained / incurred and takes place at
initial recognition. Classification is re-assessed on an annual basis, except for derivatives and financial assets
designated as at fair value through surplus or deficit, which shall not be classified out of the fair value through surplus
or deficit category.

Initial recognition and measurement

Financial instruments are recognised initially when the municipal entity becomes a party to the contractual provisions
of the instruments.

The municipal entity classifies financial instruments, or their component parts, on initial recognition as a financial
asset, a financial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial instruments are measured initially at fair value, except for equity investments for which a fair value is not
determinable, which are measured at cost and are classified as available-for-sale financial assets.

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in the
initial measurement of the instrument.

The municipal entity recognises financial assefs using trade date accounting.
Subsequent measurement

Loans and receivables are subsequently measured at amortised cost, using the effective interest method, less
accumulated impairment losses.

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest
method.

Fair value determination

The fair values of queted investments are based on current bid prices. If the market for a financial asset is not active
(and for unlisted securities), the municipal entity establishes fair value by using vaiuation techniques. These include
the use of recent arm’s length transactions, reference to other instruments that are substantialiy the same, discounted
cash flow analysis, and option pricing medels making maximum use of market inputs and relying as little as possible
on entity-specific inputs.

Impairment of financial assets

At each end of the reporting period the municipal entity assesses all financial assets to determine whether there is
objective evidence that a financial asset (or group of financial assets} has been impaired.

For amounts due to the municipal entity, significant financial difficulties of the debtor, probability that the debtor will
enter bankruptcy and default of payments are all considered indicators of impairment.

Impairment losses are recognised in surplus or deficit.

Impaiment losses are reversed when an increase in the financial asset's recoverable amount can be related
objectively to an event occuring after the impairment was recognised, subject to the restriction that the carrying
amount of the financial asset at the date that the impairment is reversed shall not exceed what the carrying amount
would have been had the impairment not been recognised.
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1.4 Financial instruments (continued)

Financial assets are impaired through use of an allowance account, the amount of the loss is recognised in surplus or
deficit within operating expenses. When such assets are written off, the write off is made against the relevant
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses.

Loans to / {from} group companies

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

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

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

Impaiment losses are reversed in subsequent petiods when an increase in the loans receivable'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.

Loans to group municipal entities are classified as loans and receivables.

Loans from group municipal entities are classified as financial liabilities measured at amortised cost.

Loans to shareholder, directors, managers and employees

These financial assets are classified as loans and receivables.

Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost
using the effective interest rate method. Appropriate allowances for estimated imecoverable 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 bankruptey or financial reorganisation, and default or delinquency in
payments (more than 30 days overdue) are considered indicators that the trade receivable is impaired. The allowance
recognised is measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at initial recognition.

The camying 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.

Trade and other receivables are classified as loans and receivables.

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based on
a review of all outstanding amounts at year-end. Bad debts are written off during the year in which they are identified.
Amounts that are receivable within 12 months from the reporting date are classified as current.

Payables from exchange transactions

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

Trade and other payables are classified as financial liabilities at amortized cost.
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1.4 Financial instruments (continued)

1.5

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.
These are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.

Cash and cash equivalents are classified as loans and receivables.
Gains and losses

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is
recognised in sumplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus
or deficit when the financial asset or financial liability is derecognised or impaired, and through the amortisation
process.

Derecognition
Financial assets

The municipal entity derecognises a financial asset only when:
s the contractual rights to the cash flows from the financial asset expire, are settled or waived;
=  the municipal entity transfers to another party substantially all of the risks and rewards of ownership of the
financial asset; or
= the municipal entity, despite having retained some significant risks and rewards of ownership of the financial
asset, has transferred control of the asset to another party and the other party has the practical ability to sell the
asset in its entirety to an unrelated third party, and is able to exercise that ability unitaterally and without needing
to impose additional restrictions on the transfer. In this case, the municipal entity:
.~ derecognises the asset
- recognises separately any rights and obligations created or retained in the transfer.

The carrying amount of the transferred asset is allocated between the rights or obligations retained and those
transferred on the basis of their relative fair values at the transfer date. Newly created rights and obligations are
measured at their fair values at that date. Any difference between the consideration received and the amounts
recognised and derecognised is recognised in surplus or deficit in the period of the transfer.

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received, is recognised in surplus or deficit.

Financial liabilities

The municipal entity removes a financial liability (or a part of a financial liability) from its statement of financial position
when it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived.

The difference between the camying amount of a financial liability (or part of a financial liability) extinguished or
transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities
assumed, is recognised in surplus or deficit. Any liabilities that are waived, forgiven or assumed by another municipal
entity by way of a non-exchange transaction are accounted for in accordance with the Standard of GRAP on Revenue
from Non-exchange Transactions {Taxes and Transfers).

Tax
Current tax assets and liabllities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in
respect of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.
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1.5

1.6

Tax (continued)

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected to be paid to
(recovered from) the tax authorities, using the tax rates {and tax Jaws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction,
affects neither accounting surplus or deficit 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. A deferred tax asset is not
recognised when it arises from the initial recognition of an asset or liability in a transaction at the time of the
transaction, affects neither accounting surplus or deficit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable that future
taxable profit will be available against which the unused tax losses can be utllised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Current tax and deferred taxes are recognised in net assets if the tax relates to items that are credited or recognised,
in the same or a different period, to net assets.

Leases

A lease is classified as a finance lease if it transfers substantiafly 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.

When a lease includes both land and buildings elements, the entity assesses the classification of each element
separately.

Finance leases - lessee

Finance lease assets are recognised in the statement of financial position at amounts equal to the fair value of the
leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor
is included in the statement of financial position as a finance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in
the lease.

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

Any contingent rents are expensed in the period in which they are incurred.

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at
inception date of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets or
the right to use the asset.

Finance leased assets are depreciated over the usefull iife of the asset.
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1.6

1.7

1.8

Leases (continued)
Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease
asset or liability.

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-
line basis over the lease term.

Any contingent rent is recognised separately as an expense when paid or payable and is not straight-lined over the
lease term.

Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction,
then their costs are their fair value as at the date of acquisition.

Subsequently inventories are measured at the lower of cost and net realisable value.

Inventories are measured at the lower of cost and current replacement cost where they are held for;
+  distribution at no charge or for a nominal charge; or
+ consumption in the production process of goods {o be distributed at no charge or for a nominal charge.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the entity incurs to acquire the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and
segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all
inventories having a similar nature and use to the entity.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in
which the related revenue is recognised. If there is no related revenue, the expenses are recognised 'when the goods
are distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value
or current replacement cost and all losses of inventories are recognised as an expense in the period the write-down or
loss occurs. The amount of any reversal of any write-down of inventories, arigsing from an increase in net realisable
value or current replacement cost, are recognised as a reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.

Impairment of cash-generating assets - Intangible assets

Cash-generating assets are those assets held by the entity with the primary objective of generating a commercial
return. VWhen an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a
commercial return,

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic
recognition of the loss of the asset's future economic benefits or service potential through depreciation (amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting
any accumulated depreciation and accumulated impairment losses theraon.

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a
commercial retum that generates cash inflows from continuing use that are largely independent of the cash inflows
from other assets or groups of assets.
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1.8 Impairment of cash-generating assets - Intanglble assets {continued)

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and
income tax expenss.

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life.

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between
knowledgeable, willing parties, less the costs of disposal.

Recoverable amount of an asset or a cash-generating unit is the higher Its fair value less costs to sell and its value in
use.

Useful life is either:

(a) the period of time over which an asset is expected to be used by the entity; or

(b} the number of production or similar units expected to be obtained from the asset by the entity.

Criteria developed by the entity to distinguish cash-generating assets from non-cash-generating assets are as follow:
Identification

The municipal entity assesses at each reporting date whether there is any indication that an asset or cash-generating
unit may be impaired. If any such indication exists, the entity estimates the recoverable amount of the asset.

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.

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.
Value In use

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived
from the continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the municipal entity estimates the future cash inflows and outflows to be
derived from continuing use of the asset and from its ultimate disposal and the municipal entity applies the appropriate
discount rate to those future cash flows.

Discount rate

The discount rate is a pre-tax, rate that reflects current market assessments of the time value of money, represented
by the current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have
not been adjusted.

Recognition and measurement (individual asset)

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or deficit.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset Is
adjusted In future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if
any), on a systematic basis over its remaining useful life.

Cash-generating units

If there Is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If

it is not possible to estimate the recoverable amount of the individual asset, the entity determines the recaverable
amount of the cash-generating unit to which the asset belongs (the asset's cash-generating unit).
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1.8

Impaimment of cash-generating assets - Intangible assets {continued)

if an active market exists for the output produced by an asset or group of assets, that asset or group of assets is

identified as a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated

by any asset or cash-generating unit are affected by internal transfer pricing, the entity use management's best

estimate of future price(s) that could be achieved in arm's length transactions in estimating:

+  the future cash inflows used to determine the asset's or cash-generating unit's value in use; and

+  the future cash outflows used to determine the value in use of any other assets or cash-generating units that are
affected by the internal fransfer pricing.

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable
amount of the cash-generating unit is determined.

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the
carrying amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets
of the unit on a pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying
amounts are treated as impairment losses on individual assets.

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of:
. its fair value less costs to sell {if determinable);

. its value in use (if determinable); and

e zero.

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the
other cash-generating assets of the unit.

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that
non-cash-generating asset is allocated to the carrying amount of the cash-generating unit prior fo estimation of the
recoverable amount of the cash-generating unit.

Reversal of impairment loss

The municipal entity assesses at each reporting date whether there is any Indication that an impairment loss
recognised in prior periods for a cash-generating asset may no longer exist or may have decreased. If any such
indication exists, the entity estimates the recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in
the estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The
carrying amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss.
The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the
carmrying amount that would have been determined (net of depreciation or amortisation} had no impairment loss been
recognised for the asset in prior periods.

A revarsal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating
asset is adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual
value (if any}, on a systsmatic basis over its remaining useful life.

A reversal of an impaiment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro
rata with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of
impaiment losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating
asset contributing service potential to a cash-generating unit.

In allocating a reversal of an impaimment loss for a cash-generating unit, the carrying amount of an asset is not

increased above the lower of;

. its recoverable amount (if determinahle}; and

« the carrying amount that would have been determined (net of amortisation or depreciation) had no impaiment
loss been recognised for the asset in pricr periods.

The amount of the reversal of the impairment loss that would ctherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit.
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1.8

1.9

Impairment of cash-generating assets - Intangible assets {continuad)

Redesignation

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from & non-cash-
generating asset to a cash-generating asset only occurs when there is clear evidence that such a redesignation is
appropriate.

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 when the effect is not material.

The expected cost of compensated absences is recognised as an expense as the employees render services that
increase their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of 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.

The municipal entity provides gratuities for qualifying staff members in terms of the relevant conditions of employment.
The expenditure is recognised in the statement of financial performance when the gratuity is payable.

Post-employment benefits: Defined contribution plans

Payments fo defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed retirement henefit schemes {or state plans)are dealt with as defined contribution
plans where the municipal entity’s obligation under the schemes is equivalent to those arising in a defined contribution
retirement benefit plan.

Post-employment benefits: Defined benefit plans

For defined benefit plans the cost of providing the benefits is determined using the projected unit credit method.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

Consideration is given to any event that could impact the funds up to the end of the reporting period where the interim
valuation is performed at an earlier date.

In measuring its defined benefit liability the company recognises actuarial gains and losses in surplus or deficit in the
reporting period in which they occur.

In measuring its defined benefit liability the company recognises past service cost as an expense in the reporting
period in which the plan is amended.

Gains or losses on the curtailment or settlement of a defined benefit plan are recognised when the municipal entity is
committed to curtaiiment or settlement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined
benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value.
In all other respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to
a defined benefit plan is presented as the net of the amount recognised for a reimbursement.

The amount recognised in the statement of financial position represents the present value of the defined benefit
obligation.

Any asset is limited to the present value of available refunds and reduction in future contributions to the plan.
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Employee benefits (continued)
Other post retirement obligations
The municipal entity provides post-retirement health care benefits and gratuities upon retirement to some retirees.

The entitiement to post-retirement health care benefits is based on the employee remaining in service up to retirement
age and the completion of a minimum service period. The expected costs of these benefits are accrued over the
period of employment. Independent qualified actuaries carry out valuations of these cbligations. The municipal entity
also provides a gratuity and medical aid subsidy on retirement to certain employees. An annual charge to expenditure
is made to cover both these liabilities.

1.10 Provisions and contingencies

Provisions are recognised when:

+ the municipal entity has a present obligation as a result of a past event;

. it is probable that an outflow of resources embodying economic benefits or service potential will be required to
seftle the obligation; and

=  a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present
obligation at the reporting date.

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditure
expected to be required to settle the obligation.

The discount rate is a pre-tax rate that reflects cumrent market assessments of the time value of money and the risks
specific to the liability.

Where some or all of the expenditure required to settle a provigion is expected to be reimbursed by another party, the
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the
entity settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the
reimbursement does not exceed the amount of the provision.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service potential will
be required, to settle the obligation.

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time.
This increase is recognised as an interest expense.

A provision is used only for expenditures for which the provision was originally recognised.
Provisions are not recognised for future operating deficits.

If an entity has a contract that is onerous, the present obligation {net of recoveries} under the contract is recognised
and measured as a provision.

Contingent assefs and contingent liabilities are not recognised. Contingencies are disclosed in note 36 -
Contingencies.

Revenue from exchange transactions

An exchange transaction is one in which the municipal entity receives assets or services, or has liabilities
extinguished, and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to
the other party in exchange.

Measurement

Revenue is measured at the fair value of the consideration received or receivabie, net of trade discounts and volume
rebates.
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1.11 Revenue from exchange transactions (continued)
Sale of goods

Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

. the entity has transferred to the purchaser the significant risks and rewards of ownership of the goods;

*  the entity retains neither continuing managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold;

* the amount of revenue can be measured reliably;

* Itis probable that the economic benefits or service potential associated with the transaction will flow to the entity;
and

= the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

When the cutcome of a transaction involving the rendering of services can be estimated reliably, revenue associated

with the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The

outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

. the amount of revenue can be measured reliably;

* it is probable that the economic benefits or service potential associated with the transaction will flow to the
municipal entity;

*  the stage of completion of the transaction at the reporting date can be measured reliably; and

«  the costs incurred for the trangaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised
on a straight line basis over the specified time frame unless there is evidence that some other method better
represents the stage of completion. When a specific act is much more significant than any other acts, the recognition
of revenue is postponed until the significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is
recognised only io the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage
of completion is determined by services performed to date as a percentage of total services fo be performed.

Revenue estimation

Consumers are invoiced based on estimates of consumption where no meter reading has taken place during the
billing period. These invoices are best estimates based on historical customer's average consumption and enable
revenue to be measured reliably. ©On an annual basis the actual consumption is compared to the estimated
consumption in order to provide additional assurance that significant adjustments are not required to reverse
excessive estimates. In the event that significant adjustments are identified, these adjustments are treated as
changes in estimates in terms of GRAP 3 and are recognised in surplus or deficit in the period of the change.

Interest

Interest is recognised on a time proportion-basis using the effective interest rate method.
1.12 Revenue from non-exchange transactions

Taxes

The entity recognises an asset in respect of taxes when the taxable event occurs and the asset recognition criteria are
met. ‘

Resources arising from taxes satisfy the definition of an asset when the entity controls the resources as a result of a
past event (the taxable event) and expects to receive future economic benefits or service potential from those
resources. Resources arising from taxes satisfy the criteria for recognition as an asset when it is probable that the
inflow of resources will occur and their fair value can be reliably measured. The degree of probability attached to the
inflow of resources is determined on the basis of evidence available at the time of initial recognition, which includes,
but is not limited to, disclosure of the taxable event by the taxpayer.
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1.12 Revenue from non-exchange transactions (continued)
The entity analyses the taxation laws to determine what the taxable events are for the various taxes levied.
The taxable event for income tax is the earning of assessable income during the taxation period by the taxpayer.
The taxable event for value added tax is the undertaking of taxable activity during the taxation period by the taxpayer.
The taxable event for customs duty is the movement of dutiable goods or services across the customs boundary.
The taxable event for estate duty is the death of a person owning taxable property.

The taxable event for property tax is the passing of the date on which the tax is levied, or the period for which the tax is
levied, if the tax Is levied on a periodic basis.

Taxation revenue is determined at a gross amount. It is not reduced for expenses paid through the tax system.
Conditional grants and receipts

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the
municipal 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.

1.13 Borrowing costs

Berrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are

capitalised as part of the cost of that asset until such time as the asset is ready for its intended use. The amount of

borrowing costs eligible for capitalisation is determined as follows:

= Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a qualifying asset less any
investment income on the temporary investment of those borrowings.

= Weighted average of the borrowing costs applicable to the entity on funds generally borrowed for the purpose of
obtaining a qualifying asset. The borrowing costs capitalised do not exceed the total borrowing costs incurred.

The capitalisation of borrowing costs commences when all the following conditions have been met:
= expenditures for the asset have been incurred;

- borrowing costs have been incurred; and

= activities that are necessary to prepare the asset for its intended use or sale are undertaken.

When the carrying amount or the expected ultimate cost of the qualifying asset exceeds its recoverable amount or
recoverable service amount or net realisable value or replacement cost, the carrying amount is wriiten down or written
off in accordance with the accounting policy on Impairment of Assets as per accounting policy number 1.8 and . In
certain circumstances, the amount of the write-down or write-off is written back in accordance with the same
accounting policy.

Capitalisation is suspended during extended pericds in which active development is interrupted.

Extended pericds is periods that exceeds 12 months.

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

When the entity completes the construction of a qualifying asset in parts and each part is capable of being used while
construction continues on other parts, the entity ceases capitalising borrowing costs when it completes substantially all
the activities necessary to prepare that part for its intended use or sale.
All other borrowing costs are recognised as an expense in the period in which they are incurred.

1.14 Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current
year.
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1.15 Unautherised expenditure

Unauthorised expenditure means:

. overspending of a vote or a main division within a vote; and

. expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance
with the purpose of the main division.

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial
performance.

1.16 Irregular expenditure

Irregular expenditure as defined in section 1 of the MFMA:

*«  expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with,
a requirement of this Act, and which has not been condoned in terms od section 170

= expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with,
a requirement of the municipality System Ac, and which has not been condoned in terms of this Act

= expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with,
a requiremement of the Public Office-Bearers Act, 1998 (Act No.20 of 1998); or

expenditure incurred by a municipality or municipality entity in contravention of, or that is not in accordance with, a
requirement of the supply chain management policy of the municipality or entity or any of the municipality”s by-law
giving effect to such policy, and which has been condoned in terms of such policy or by-law but excudes expenditure
by municipality which falls within the defination of "unauthorised expenditure”.

Irregular expenditure that was incurred and identified during the cumrent financial period and which was condoned
before year end and /or before finalisation of financial statements must be recorded appropriately in the irregular
expenditure register.In such an instanc, the note to the financial staterment must be updated to refiect this.

Irmegular expenditure that was incurred and identified during the current financial year and which was not condoned by
the National Treasury ot the relevant authority must be recorded appropriatetly in the irregular expenditure register.If
liability for the irregular expenditure can be aftributed to a person, a debt account must be created if such person is
liable in law.Immediate steps must be thereafter be taken to recover the amount from the person concerned.if
recovery is not possible, write off of the amount must be considered.

All expenditure relating to irregular expenditure is recognised as an expense in the statement of financial performance
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

1.17 Fruitless and wasteful expenditure

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reascnable care
been exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial
performance.
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1.18 Budget information

A reconciliation between the statement of financial performance and the budget has been disclosed in the annual
financial statements as determined by National Treasury. The annual financial statements and the budget are reported
on the accrual basis of accounting.

The approved budget has been revised through an adjustment budget in line with the stipulation of section 28 of the
MFMA . The adjusment budget takes into account the change in trading conditions and the perfomance of the
business.

The approved budget covers the fiscal period 1 July 2012 fo 30 June 2013.

1.19 Value added tax

The company registered with SARS for VAT on the payment basis, in accordance with sec 15(2(a) of the Value Added
Tax Act No 89 of 1991.

1.20 Presentation currency

1.21

These financial statements are presented in South African Rand.
Offsetting

Assetfs, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a
Standard of GRAP

1.22 Capital Commitments

1.23

1.24

ltems are classified as commitments where the company commits itself to future transactions that will normally resutt
in the outflow of resources.

Capital commitments are not recognised in the Statement of financial position as a liability but are included in the

disclosure note in the following cases:

*  Approved and contracted commitments, where the expenditure has been approved and the confract has been
awarded at the reporting date, where disclosure is required by a specific standard of GRAP

= Approved but not yet contracted commitments, where expenditure has been approved and the contract is yet to
be awarded or is awaiting finalisation at the reporting date,

=  Contracts that are entered into before the reporting date, but goods and services have not yet been received are
disclosed in the disclosure notes to the financial statements

Related parties

The municipal entity operates in an economic sector currently dominated by entities directly or indirectly owned by the
South African Government. As a consegquence of the constitutional independence of the three spheres of government
in South Africa, only entities under the controlled by City of Johannesburg Metropolitan Municipality are considered to
be related parties.

Key management are those persons responsible for planning, directing and controlling the activities of the municipal
entity, including those charged with the governance of the municipal entity in accordance with legislation, in instances
where they are required to perform such functions.

Close members of the family of a perscn are considered to be those family members who may be expected to
influence, or be influenced by, that management in their dealings with the municipal entity.

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed.
Prior year errors

When the presentation or classification of items in the financial statements is amended, prior period comparative
amounts are reclassified. The nature and reason for the reclassification is disclosed.
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1.24 Prior year errors {continued)
Where accounting errors have been identified in the current financial year the correction is made retrospectively as far
as it is practical and the prior year comparatives are restated accordingly. Where there has been a change in

accounting policy in the currents year, the adjustments is made retrospectively as far as it is practical and the prior
year comparatives are restated accordingly.

1.25 Going concern
Financial statement have been prepared on the basis of accounting policies applicable to a going concern. This basis
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of
liabilities, contingent obfigations and commitments will occur in the ordinary course of business.

1.26 Income Tax
The company is liable for tax and is registered with SARS for income tax.

1.27 Expenses - Administration expenses, repairs and maintenance and general expenses
Expenses are recognised on an accrual basis and a comparability principles in the reporting period during which the
related income is earned. Expenses that are not related to income earned for the period but expected to generate future
economic benefits are presented in the financial statements as assets.
Expenses are measured reliably at the fair value of the consideration payable, exclusive of value added tax.

The fair value of expenses is discounted at the market interest rate. The difference is recognised as expenses for
financing activities.

1.28 Bulk Purchases

Bulk purchases represent the cost of electricity purchased for onwards selling to consumers. The expense is recognised
in relation to the income earned.

Expenses are measured reliably at the fair value of the consideration payable, exclusive of value added tax

The fair value of bulk purchases is discounted at the market interest rate. The difference is recognised as expenses for
financing activities.

1.29 Share Capital
The entire shareholding of the municipal entity is held by the City of Johannesburg Metropolitan Municipality.

Unissued ordinary shares are under the control of the City of Johannesburg Metropolitan Municipatity.
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Figures in Rand thousand

2013

2012

2. New standards and Interpretations

2.1 Standards and interpretations not yet effective

Entities may not early adopt Standards of GRAP if the Minister of Finance has not determined an effective date for

that Standard. The follewing standards of GRAP have been issued but are not yet effective:

=  GRAP 20 - Related Party Digclosures
GRAP 25 - Employee Benefit

GRAP 107 - Mergers

3. Inventories

GRAP 105 - Transfer of Functions Between Entities Under Common Control
GRAP 106 - Transfer of Functions Between Entities Not Under Common Control

Consumable stores 164,058 134,868
164,058 134,868
Inventory (write-downs) (22,028) {5,926}
142,030 128,942
Inventory pledged as security
No inventories were pledged as sacurity during the year.
4. Loans to / {from) shareholder
City of Johannesburg Metropolitan Municipality - Capex loans (2,432,285) (2.449,771)
Sweeping account 2,705,337 1,190,691
City of Johannesburg Metropolitan Municipality - Shareholder loans (624,793) (624,793)
(351,741} (1,883,973}
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4. Loans to/ (from) shareholder (continued)

Capex loans

Capex loan granted in 2003. The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 14.15% which is compounded monthly and has been repaid in
full.

Capex loan granted in 2004. The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 12.42% which is compounded monthly and has been repaid in
full in the current reporting period.

Capex loan granted in 2005. The original loan is unsecured and the loan is repayable in equal quarterly instaliments
over the 10 year loan term. The loan bears interest at 10.20% which is compounded monthly.

Capex loan granted in 2008. The original loan is unsecured and the loan is repayable in equal quarterly instaliments
over the 10 year loan term. The loan bears interest at 10.20% which is compounded monthly.

Capex loan granted in 2007. The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 8.00% which is compounded monthly.

Capex loan granted in 2008. The original loan is unsecured and the loan is repayable in equal quarierly installments
over the 10 year loan term. The loan bears interest at 2.00% which is compounded monthly.

Capex loan granted in 2009. The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 12.21% which is compounded monthly.

Capex loan granted in 2010. The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 10.9% which is compounded monthly.

Capex loan granted in 2011. The eriginal loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 10.9% which is compounded monthly.

Capex loan granted in 2012. The original loan is unsecured and the loan is repayable in equal quarterly instaliments
over the 10 year loan term. The loan bears interest at 10.8% which is compounded monthly.

Capex loan granted in 2013.The original loan is unsecured and the loan is repayable in equal quarterly installments
over the 10 year loan term. The loan bears interest at 10.9% which is compounded monthly.

Shareholder's loans
The loan is unsecured and interest is payable at 17.5% per annum. The shareholder has agreed to subordinate as
much of its loan account as necessary as would enable the claims of other payables to be paid in full.

Current assets 2,705,337 1,190,591
Non-current liabilities (2,628,118) (2,685,047)
Current liabilities (428,980) (389,517)

(351,741)  (1,883,973)

Capex Loans

Loans at beginning of the year (2,080,254}  (2,170,160)
Loans raised {398,014) (296,543)
Repayments 26,983 16,932
Less amount payable within 12 months 428,960 389,517

{2,003,325) {2,060,254)
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4. Loans to/ (from) shareholder {continued)

Short Term Portion

Loans outstanding at the beginning of the year (389,517) (382,990)
Transfer from long term loans (428,960) (389,517)
Less amounts paid during the year 389,517 382,990

(428,260) (389,517)

Sweeping account

Loans at beginning of the year 1,190,591 1,786,482
Movement during the year 1,614,746 (695,891)

2,705,337 1,190,591

Sharsholder loans movement for the year

Loans at beginning of the year (624,793) (624,793)
interest charged (109,616) {109,616)
Interest paid 109,616 100,616

{624,793} (624,793}

5. Trade and other recelvables

Prepayments - 10
Deposits 68 68
Sundry receivables 109,139 69,964
Related party receivables 330,882 704,158

440,089 774,200
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6. Employee benefit obligations
8.1 Dsfined benefit plan
Post-retirement liability
Post-retirement medical aid plan (2,031) {11,505)
Post-retirement gratuity plan {25,564) {24,631)
Balance at end of year ‘ (27,595) {36,136)

6.1.1 Post retirement medical aid plan

The municipal entity has obligations to subsidise medical aid contributions in respect of certain qualifying staff and
pensioners and their surviving spouses. Only pensioners and employees who were aged 50 or older and were

members of LA Health and Munimed are included.

The above liability is unfunded. However, the City of Johannegburg Metropolitan Municipality has undertaken to cover
such portion of the liability for the staff of municipal entity who are entitled to benefit that relates to their service with

the City of Johannesburg Metropolitan Municipality since the company was established.

Movements for the year

Opening balance {11,505) (10,077)
Interest charged {984) (8686)
Actuarial gains or (losses) 10,458 (1,061)
Benefits paid - 499
Balance at end of year (2,031) {11,505)
Expenses recognised in the statement of financial performance
Interest charged (964) (868)
Actuarial gains or (losses) 10,458 (1,061}
9,474 {1,927)

Key assumptions used

Assumptions used on last valuation on Sunday, June 30, 2013. The discount rate was set as the yiekl of the R186

South African bond at valuation date.

Discount rates 7.89 %
Expected rate of return 5.09 %
Health care cost inflation rate 6.67 %
Rate of increase in employer post-retirement medical contribution subsidy 6.67 %
payments

8.60 %
8.60 %
770 %
6.70 %
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Employee benefit obligations (continued)

6.1.2 Post retirement gratuity plan

The municipal entity provides gratuities on retirement or on death to certain qualifying employees who have service
with the City of Johannesburg Metropolitan Municipality or the municipal entity when they were not members of one of
the retirement funds and who meet certain service requirements in terms of the City of Johannesburg Metropolitan
Municipality's conditions of employment. The gratuify amount is based on one month's salary per year of non-

retirement funding service.

The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has undertaken to cover
such portion of the liability for the staff of the municipal entity who are entitied to benefits that relate to their service

with the City of Johannesburg Metropolitan Municipality since the company was established.
The plan is a post-retirement gratuity benefit plan.

Movements for the year

Opening balance {24,631) (28,114)
Interest charged {2,180} {2,416}
Actuarial gains 1,227 4623
Benefits paid - 1,276
Balance at end of year (25,564) {24,831)
Net expenses recognised in the statement of financial performance

Interest cost income (losses) {2,160) {2,416}
Actuarial gains 1,227 4623
Total included In employee benefits expense (933) 2,207
Key assumptions used

Assumptions used on last valuation on Sunday, June 30, 2013. The discount rate was set as the yield of the R186
South African bond at valuation date.

Discount rates 7.80 % 8.60 %
Expected rate of return 5.00 % 8.60 %
Health care cost inflation rate 6.67 % 770 %
Expected increase in salaries 6.67 % 8.70 %
Sensitivity Analysis

In order to illustrate the sensitivity of the valuation results the following assumptions have been used:
- 1% increase/decrease in the medical and salary inflation rate assumptions used

The effect of these assumptions are as follows:

Accrued Liability 1% Valuation 1%
Medical/salary Assumptions Medical/salary
inflation inflation
Post-retirement Medical aid Subsidy 1,966,000 2,031,000 2,060,000
Retirement Gratuities 24,788,000 25,564,000 26,369,000
26,754,000 27,595,000 28,429,000

6.2 Defined contribution plan
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6. Employee benefit obligations (continued)

The company provides post-employment benefits to all their permanent employees through defined contribution funds.

7. Consumer receivables

Gross balances
Electricity 5,457,424 5,472,711
Discounting {13,192) (3,456}

5,444,232 5,469,255

The increase in consumer receivables comparative to the prior year is due to the lower than expected collection levels
from customers.

Less: Allowance for doubtful debts

Electricity (3,395,708)  (3,234,086)
Net balance

Electricity 2,061,715 2,238,625
Discounting (13,192} {3,456)

2,048,523 2,235,169

Electricity
Current {0 - 30 days) 1,640,055 1,893,515
31 - 60 days 242,817 108,289
61 - 90 days 50,858 44,140
91 - 120 days 43,088 32,135
121 - 365 days 52,060 36,407
> 365 days 32,835 34,1309
2,061,715 2,238,625
Discounting
Trade and other raceivables (13,192) {3,456)
Reconciliation of doubtful debt allowance
Balance at beginning of the year (3,234,086) (2,521,461)
Increase in the aliowance account (785,829) {793,014)
Debt impairment written off against allowance 626,759 80,403
Bad debts recovered (2,553) (14)

(3,395,709)  (3,234,086)

Credit quality of consumer recelvables

The credit quality of consumer recelvables that are neither past due ner impaired can be assessed by reference to
external credit ratings (if available} or to historical information about counterparly default rates.

Trade receivables
Consumer receivables past due but not impaired
As at June 30, 2013, R 421,667 {2012: R 312,356) were past due but not impaired.

The ageing of amounts past due but not impaired is as follows:
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7. Consumer receivables (continued)

1 month past due 242,838 184,681
2 months past due 50,876 27,697
3 months past due and older 127,853 99,978

Consumer receivables impaired

As of June 30, 2013, consumer debtors of R 3,395,709 {(2012: R 3,234,086) were impaired and provided for.

3 to 6 months 626,602 356,536
Qver 6 months 2,769,107 2,877,550

8. (Cash and cash equivalents
Cash and cash equivalents congist of:

Cash on hand 42 30

Cash is reflected at the carrying value which approximates fair value. There is no credit risk attached to the
instrument.

The municipal entity has a sweeping arrangement with the City of Johannesburg Metropolitan Municipality whereby all
cash is swept on a daily basis to the City of Johannesburg Metropolitan Municipality's bank account. Petty cash is
reflected as being on hand. The cash owed to the municipal entity by the City of Johannesburgy Metropolitan
Municipality is reflected as an amount due from the shareholder.

All bank accounts are reflected at zero balance except for Absa main account which had a closing balance of R10 538
as at June 30, 2013.

The municipal entity has the following bank accounts:
4055151157 ABSA Third party payments
4055151238 ABSA Electricity deposits
4054799051 ABSA On site collections
4054799564 ABSA Unpaid collections
4054394728 ABSA Direct deposits
4054394760 ABSA Unpaid cheques
4055418357 ABSA Prepaid account
4054636680 ABSA Sundry revenue account
4054394744 ABSA Bank charges
4054394752 ABSA Salaries
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8. Cash and cash equivalents (continued)
405439473 ABSA Main cheque
198641 Standard Bank Limited Bank charges account
168684 Standard Bank Limited Sundry account
198714 Standard Bank Limited Main account
198757 Standard Bank Limited Prepaid account
198854 Standard Bank Limited Electronic collections account
9. Property, plant and equipment
2013 2012
Cost Accumulated Carrying value Cost Accumulated Carrying value
depreciation depreciation
and and
accumulated accumulated
impairment impairment
Land 10,888 - 10,888 3,544 - 3,544
Buildings 369,308 (157,327} 211,981 286,190 (148,449) 137,741
Finance leased assets 12,170 (5,644) 6,526 12,170 (1,405} 10,765
Plant and machinery 8,238,441 (1,234,783) 7,003,658 7,268,598 (952,389} 6,316,209
Furniture and fixtures 21,889 {12,231) 9,658 38,398 (12,474) 25,924
IT equipment 54,429 {44,176) 10,253 83,728 (39,821) 43,907
Capital work in progress 533,829 - 533,829 443,454 - 443,454
Total 9,240,954 (1,454,161} 7,786,793 8,136,082 {1,154,538) 6,981,544
Reconciliation of property, plant and equipment - 2013
Opening Additions Disposals Transfers Depreciation Totai
balance
Land 3,544 257 - 7,087 - 10,888
Buildings 137,741 2,037 - 76,476 (4,273) 211,981
Leasehold property 10,765 - : - (4,239) 6,526
Plant and machinery 6,316,208 4373 {(8,948) 967,879 {275,854) 7,003,658
Fumiture and fixtures 25,924 513 - (13,624) (3,155) 9,658
IT equipment 43,907 3,457 - (20,384) (16,727) 10,253
Capital work in 443 454 1,107,809 - (1,017,434) - 533,829
progress
6,981,544 1,118,446 {8,949) - (304,248) 7,786,793
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9. Property, plant and equipment (continued)
Reconclliation of property, plant and equipment - 2012
Opening Additions Disposals Transfers Depreciation Total
balance
Land 3,544 - - - - 3,544
Buildings 140,542 936 - (26) {3,711) 137,741
Leasehold property - 12,170 - - {1,405) 10,765
Plant and machinery 6,125,236 403,601 (20,033) - (192,595) 6,316,209
Furniture and fixtures 25,568 3,049 - 26 (2,719) 25,924
IT equipment 490,486 3,160 (2,169} 1,868 {8,438) 43,807
Capital work in 269,568 175,754 - (1,868) - 443,454
progress
6,613,944 598,670 (22,202) - (208,868) 6,981,544
Pledged as security

No items of property, plant and equipment are pledged as security.

Borrowing costs capitalised

No interest was capitalised during the year.

A register containing the information required by section 63 of the MFMA is available for inspection at the registered

office of the municipal entity.

10. Intangible assets
2013 2012
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
and and
accumulated accumulated
impairment impairment
Additional capacity rights 234,182 (36,000) 198,182 171,205 (28,584) 142,621
Computer software 101,311 (70,529) 30,782 93,914 (49,705) 44,209
Total 335,493 (106,529) 228,964 265,119 {78,289) 186,830
Reconciliation of intangible assets - 2013
Opening Additions Amortisation Total
balance
Additional capacity rights 142,621 62,977 (7,418) 198,182
Computer software 44,209 7.397 (20,824) 30,782
186,830 70,374 (28,240) 228,964
Reconciliation of intangible assets - 2012
Opening Additions Amortisation Total
balance
Additional capacity rights 136,609 13,429 {(7.417) 142,621
Computer software 51,816 (7,707) 44,209
188,525 13,429 (15,124) 186,830
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10. Intangible assets (continued)}
Pledged as security
No intangible assets are pledged as security.
11. Financial assets by category
The accounting policies for financial instruments have been applied to the line items below:
2013
Loans and Total
receivables
Loans to shareholder 2,705,337 2,705,337
Consumer receivables 2,048,523 2,048,523
Trade and other receivables 440,089 440,089
Cash and cash equivalents 42 42
5,193,991 5,193,991
2012
Loans and Total
receivables
Loans to shareholder 1,190,501 1,190,591
Consurner receivables 2,235,169 2,235,169
Trade and other receivables 774,200 774,200
Cash and cash equivalents 30 30
4,189,990 4,199,990
12. Deferred tax
Doforred tax llability
At beginning of the year (987,976) (631,728)
Taxable temporary differences (243,146) {196,721}
Utilised assessed loss 155,618 {192,790}
Other {Specify) (33,708) 33,283
{1,109,213) (987,976)
Deferred tax analysis
Fixed assets (1,642,473}  (1,410,243)
Lease asseis (1,827} (3,014)
Leases liability 1,944 3,080
Discounting accounts receivable 3,694 (1,014}
Discounting accounts payable 740 236
Provisions 22,043 7,997
Income in advance 3,178 -
Deferred expenditure (386,508) (20,951)
Prepayments . {3)
Assess loss 530,996 435,956
Total (1,109,213} {987,976)
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13. Finance lease obligation
Minimum lease payments due
- within one year 4,897 4,897
- in second to fifth year inclusive 7,673 7,673
- later than five years 32 4,029
12,602 17,499
less: future finance charges (5,658) (6,571}
Present vaiue of minimum lease paymants 6,944 10,928
Non-current liabilities 3,583 7,577
Current liabilities 3,351 3,351
6,944 10,928
Itis the entity policy to lease certain property,motor vehicles and equipment under finance leases.
14. Trade and other payables
Trade payables 1,846,745 1,347,856
Accrual service bonus 6,586 6,855
Accrual for leave pay 75,822 67,942
Consumer debtors with credit balances 84,373 186,522
Related party creditor 245,558 10,796
Unearned interest on trade payables (2,912) (494)
2,256,152 1,618,477
Fair value of trade and other payables
Trade payables {2,812) (494)
15. VAT payable
Value added tax 286,294 433,808

Al VAT returns were submitted timeously during the curmrent financial year in terms of the Value Added Tax Act.

Vat refunds totalling R67 552 944 has not yet been received from Sars. The company has been submitting vat retumns
on a payments basis. The completion of the vat returns are based on an approval received in 2002 from Sars. An
audit was conducted by Sars for the returns submitted in August and September 2012 that gave rise to a query on the
vat status of company. Proof of approval for submission of vat returns was lodged with Sars. The legal department of
Sars has confirmed that the company can continue to complete vat returns on a payments basis subject to the
company reapplying for registration on @ payments basis. The re application is in progress.The refund to the company

is not in doubt.

16. Deferred income
Unspent conditional grants and receipts comprises of:

Income in advance
Public contributions: service connections

11,345

Movement during the year
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16. Deferred income (continued)

Balance at the beginning of the year - 10,187
Additions during the year 180,254 182,879
Income recognition during the year (168,909) {193,066)

11,345 -

17. Provisions

Reconciliation of provisions - 2013

Opening Additions  Utilised during  Reversed Total
balance the year  during the year
Bonus provision 44 955 48,103 (16,761} {28,164} 48,103
Reconciliation of provisions - 2012
Opening Additions  Utilised during Total
balance the year
Bonus provisions 42,132 45,202 (42,379) 44 955

The provision relates the performance bonuses that the company expects the pay to qualifying employees. The
amount is based on the performance of the financial year under review and is payable within the next financial year.
The provision is management's best estimate of the entity's liability at reporting date.

18. Consumer deposits

Electricity 221,105 278,798

18. Financial liabliities by category

The accounting policies for financial instruments have been applied to the line items below:

2013
Financial Total
liabilities at
amortised cost
Loans from shareholder 3,057,078 3,057,078
Trade and other payables 2,256,152 2,256,152
5,313,230 5,313,230
2012
Financial Total
liabilities at
amortised cost
Loans from shareholder 3,074,564 3,074,564
Trade and other payables 1,619,477 1,619,477

4,894,041 4,694,041
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20. Share capital and share premium
Authorised
10,000 Ordinary shares of R1 each 10 10
Issued
Share premium 112,466 112,466
Issued share capital consists of 1 issued share of R1 nominal value.
21. Revenue
Sale of electricity 12,417,775 11,791,523
New service connections 105,156 112,121
Fair value adjustments - discounting {53,043) {59,052)
12,469,888 11,844,502
Estimation for unread meters
Wear and tear and other factors result in some meters not being read for an extended
period. The situation was as follows at the end of the financial year:
Population of meters subject to readings 260 333 278 963
Meters for which there was no reading in the year 1088 20331
Unread meters as a percentage of the meter population 0.4% 7.29%
22, Other revenue
Fees eamed 13,687 37,962
Rental income - third pary 312 1,609
Other income 217,330 229,142
Government grants 168,909 186,441
400,238 455,154
Source of government grants:
Municipal infrastructure grant 88,000 45,000
Department of Energy 41,914 77,982
Engineering fees contributions 33,164 29,454
COJ Housing projects 5,831 34,005
168,909 186,441

Grants are recelved to finance capital projects in respect of the electrification of under developed areas.

All conditions of these grants at reporting date have been met.
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23. Other income
Cut off fees 14,714 12,771
Demand side management levy 184,266 192,397
Disposal of cbsolete materials 5,138 8,104
Cash discount received - 996
Street pole advertising 9,729 10,362
Tender administration fees 4,408 5,356
Fair value adjustments - discounting {925) {844)

217,330 229,142

24, General expenses
Advertising 9,742 9,496
Assessment rates & municipal charges 12,139 9,640
Auditors fees 3,987 3,788
Bank charges 1,448 1,228
Cleaning - 2,442
Commission paid 28,989 26,727
Consulting and professional fees 84,833 50,240
Donations 222 511
Entertainment 2,646 2,068
Insurance 29,817 40,866
Conferences and seminars 3,620 1,672
Lease rentals on operating lease 268,330 325,284
Levies 5,857 5,856
Magazines, books and periodicals 115 151
Motor vehicle expenses 38,899 30,603
Postage and courier 6 7
Printing and stationery 2,386 1,537
Security expenses 50,335 49,108
Software expenses 17,551 2,269
Staff welfare (8,518) (2,629)
Subscription fees 567 322
Telephone and fax 14,850 18,805
Transport and freight - 4
Training 3,856 2,846
Travel - local 8,699 9,612
Travel - overseas 200 10
Refuse 5 -
Tree pruning 14,671 17,173
Meter readings 27,469 31,963
Loss on disposal of assets 8,949 20,507
Cut off fees 25,598 16,799
Material issues 221,756 5,181
Sundry expenses 269 585
Eskom free electricity costs 2,360 3,232
Fair value adjustment (4,8689) (3,620)

876,964 684,283
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25. Employee related costs

Salaries and wages 412,386 390,223
Gratuities - 906
Membership fees 93 177
Medical aid contributiong 453 688
Protective clothing 4,696 4,366
Overtime payments 107,961 110,839
Bonus 19,938 45203
Unemployment Insurance Fund 2,637 2,355
Workmen's Compensation 4,323 3,845
Leave pay charge 10,425 9,117
Pension fund contributions 2} 50,420 46,344
Group Life Assurance 13,181 12,765
Long-service awards 4,758 3,775
13th cheques 10,094 10,611
Acting allowances 22,155 22,115
Car allowances 26,674 25977
Cellphone allowances 3,037 2,678
Termination benefits 901 4,580

694,132 696,754

The remuneration of staff is within the upper limits of the SALGA Bargaining Council determinations.

26. Administrative expenditure

Administration and management fees - related party 122,813 313,315
27. Bad debts
Increase in allowance for doubtful debt 689,011 705,499

28. Interest revenue

Interest earned - City of Johannesburg banking 89,117 89,024
Interest earned - outstanding receivables 55,935 49,681
Fair value adjustments - discounting 62,434 54,341

217,486 193,946

29. Depreclation and amortisation

Property, plant and equipment 332,488 223,992

30. Finance costs

Group companies 355,419 362,945
Finance lease interest 913 390
Fair value adjustments - discounting 39,488 25,536

395,820 388,872
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31. Taxation
Major components of the tax expense
Current
Income tax - prior year {76,852) 356,237
Local income tax - recognised in current tax for p r -
(76,852) 356,237
Deferred
Under/(over) provision prior year (216,548)
Under/(over) provision current year 337,785 -
121,237 -
44,385 356,237
Reconciliation of the tax expense
Reconciliation between applicable tax rate and average effective tax rate.
Income tax charge to the statement of financial performance 326% 2242 %
Non-taxable income 13.80 % 10.37 %
Non-deductible expenditure (0.02}% {0.02}%
Under/over provision in prior year 17.70 % -%
Tax refund 6.30 % -%
Temporary difference {13.04)% {4.77Y%
28.00 % 28.00 %
32. Auditors' fees
Fees 3,987 3,788
33. Bulk purchases
Electricity 8,194,936 7,647,830

Included in bulk purchases are the following:
Technical losses for the year amounts to R754 332 :(2012: R709 461)

Non-Technical losses for the year amounts to R1380 439 :(2012: R844 899)
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34. Cash generated from operations

Surplus 1,317,285 1,232,355
Adjustments for:
Depreciation and amortisation 332,488 223,992
Interest Income (217,486) (193,948}
Movements in retirement benefit assets and liabilities (8,541) (2,055}
Movements in provisions 3,148 2,823
Annual charge for deferred tax 44,385 356,237
Finance cost 305,820 388,872
Tax receipts 76,852 -
Loss on disposal of assets 8,949 20,507
Changes In working capital:
Inventories {13,088) {89,487}
Trade and other receivables 334,111 {380,160}
Consumer debtors 186,645 96,348
Trade and other payables 636,677 {1,157,911)
VAT (147,514) {265,733}
Deferred income 11,345 {10,187}
Finance lease {3,864) 10,928
2,957,092 222,583
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35. Commitments
Commitments in respect of capital expenditure:

Authorised and not yet contracted for

- Property, plant and equipment 1,685,721 876,719

Authorised and contracted for

*  Property, plant and eguipment 41,338 76,181

This expenditure will be financed from:

External Loans 56,827 389,100

Government Grants 549,110 295,800

Internal cash 1,121,120 258,000
1,727,057 952,900

Operating leases - as lessee

Avis Fleet Services

The company currently leases 315 non specialised vehicles from Avis Fleet Services. These vehicles are leased
through an agreement which was concluded by The City of Johannesburg with Avis Fleet Services on 13 November
2012. In terms of the agreement, all rentals due on vehicles leased are payable monthly in amears and are linked to
the prime overdraft rate. Furthermore the agreement places restrictions on maximum number of kilometers which can
be travelled over the lease term and specifies the rate at which excess kilemeters will be billed.

Minimum lease payments due

- within one year 14,551 -
- in second to fifth year inclusive 20,150 -
34,701 -

Operating leases — as lesses

Kelvin Power

Minimum lease payments due

- within one year 390,868 378,362
- in second to fifth year inclusive 1,563,472 1,445,338
- later than five years 1,174,745 1,441,973

3,129,085 3,265,673
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36. Contingencies
Contingent liabilities

The company has an ongoing legal action instituted by Grinpal Energy Management for the company to absorb its
employees in term of section 197 of the LRA. An appeal process is underway after the applicant has obtained a Court
Order compelling the company to absorb the employees.The potential liabiity is estimated at R750 000.

Litigation by Nicolaas Ligt 10122 cc a supplier is in progress relating to demages for alleged breach of contract by the
company for failure to pay for services rendered.The potential liability is R4 268 499. An out of court settlement is
being negotiated with the supplier. The liability has subsequently been settied.

The company has an ongoing legal dispute with Labour union regarding non-payment of bonuses to employees for the
2012 financial year. The potential liabitity is estimated to be R28 163 994.

ABB South Africa has launched fegal action against the company on the basics of an irregular award of a tender. It is
alleged that the consuitant appointed by the company interfered with the tender process to the detriment of the
applicant. The matter is being defended and potential liability is stil unknown.

City Power is currently claiming consumer debtor impairment at 100% as a tax deduction. South African Revenue
Services has approved a deduction of 25%. City Power is appealing the decision of the Receiver. The potential liabitity
is estimated to be R152 M.
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37. Related parties

Relationships
Controlling entity
Other members of the group

The City of Johannesburg Metropolitan Municipality
City Housing Company (SOC) Ltd

City of Johannesburg Property Company {SOC) Lid
Johannesburg City Parks NPC

Johannesburg Development Agency (SOC) Ltd
Johannesburg Metropolitan Bus Services (SOC) Ltd
Johannesburg Roads Agency (SOC) Ltd
Johannesburg Water (SOC) Ltd

The Metropolitan Trading Company (SOC) Ltd
Pikitup Johannesburg (SOC) Ltd

Roodepoort City Theatre NPC

The Johannesburg Theatre NPC

The Johannesburg Fresh Produce Market (SOC} Lid

The Johannesburg Zoo NPC
Related party balances
Trade and other receivables regarding related parties
City of Johannesburg Metropolitan Municipality 330,022 703,171
City of Johannesburg Property Company (SOC) Lid 14 8
The Johannesburg Zoo NPC 14 14
Johannesburg City Parks NPC 40 198
Johannesburg Roads Agency {SOC) Ltd 792 767
330,882 704,158
Trade and other payables regarding related parties
The City of Johannesburg Metropolitan Municipality 238,500 -
Pikitup Johannesburg (SOC} Ltd 166 -
City of Johannesburg Property Company {Pty) Ltd 4 23
The Johannesburg Zoo ‘ 10
The Johannesburg Theatre NPC = 76
Johannesburg City Parks NPC 1,753 6,438
Johannesburg Roads Agency (SOC) Ltd 5,135 4,249
245,558 10,796

Loans from related parties
The City of Johannesburg Metropolitan Municipality

3,057,078 3,074,564

Loans to related parties
The City of Johannesburg Metropolitan Municipality

2,705,337 1,190,591
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37. Related parties (continued)
Related party transactions
Electricity sales to related parties
City of Johannesburg Metropolitan Municipality 143,601 119,029
Johannesburg Social Housing Company (SOC) Ltd 3,447 5,867
Johannesburg Metropolitan Bug Services (SOC) Lid 2,889 3,336
Pikitup Johannesburg (SOC) Ltd 3,409 3,042
Johannesburg Water (SOC) Ltd 110,825 95,072
Johannesburg Zoo NPC 3,193 2,218
Metropolitan Trading Company (SOC) Ltd 1,385 1,831
Johannesburg Civic Theatre (SOC} Ltd 5,921 5,687
Johannesburg City Parks NPC 5,406 8,748
Johannesburg Development Agency {(SOC) Ltd E 40
Johannesburg Roads Agency (SOC) Ltd 13,542 12,471
The Johannesburg Fresh Produce Market (SOC) Ltd 24,592 22,909
318,220 280,248
Other Income from related parties
The City of Johannesburg Metropclitan Municipality 95,5651 111,091
City of Johannesburg Property Company (SOC) Ltd 28 -
Johannesburg Roads Agency (SOC) Ltd 22 -
Johannesburg City Parks NPC 58 3
95,660 111,091
Purchases from related parties
City of Johannesburg Metropolitan Municipality 534,975 370,821
City of Johannesburg Property Company {SOC) Ltd 8 402
Johannesburg City Parks NPC 16,926 18,617
Johannesburg Roads Agency (SOC) Lid - 1,453
551,909 391,293
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38. Directors' emoluments
Executive
2013
Emoluments Other Travel Total
allowances allowance
Mr SG Xulu - Managing Director 1,833 181 128 2,222
Ms MS Mafora - Director:Corporate Services) 1,212 26 119 1,427
Mr TG Nkgoedi - Acting Director:Retail Services 1,012 88 - 1,101
Mr MJ Smith - Company Secretary 888 48 93 1,029
Mr DL Pieterse- Director:Engineering Operations 1,203 96 80 1,469
Mr NW Msomi - Acting Director.Engineering Services 858 66 110 1,034
7,196 556 530 8,282
2012
Emoluments Other Travel Total
allowance allowance
Mr SG Xulu - Managing Director 1,369 121 128 1,618
Ms MS Mafora - Director:Corporate Services 1,141 88 122 1,351
Ms NF Nsele - Acting Director:Customer Services 1,007 63 - 1,160
Ms N Siwahta-Madiba- Director:Finance 3,844 53 81 3,978
Mr MJ Smith - Company Secretary 830 35 93 958
Mr DL Pieterse - Director:Engineering Operations 1,400 84 80 1,574
Mr NW Msomi - Acting Director:Engineering Services 845 48 110 1,003
10,526 502 614 11,642
Non-executive
2013
Directors' fees Travel Total
Allowance
Adv G Badela 138 4 142
DrY Ndema 70 1 71
Rev F Chikane- Chairperson 336 7 343
Mr NE Galawe 114 2 116
Ms ZD Hlatshwayo 131 2 133
Mr NSA Hilubi 260 7 267
Mr BK Mofekeng 93 3 96
Ms NP Mohlala 150 2 152
Dr MS Motebang 45 1 47
Mr T Sithole 137 3 140
Ms LJ Fosu 60 B 80
Mr W Hattingh 87 3 100
Mr H Moolla 108 1 109
1,740 36 1,776
2012
Directors' fees Travel Total
allowance
Ms KPM Simelane 389 6 395
Mr G Badela 175 5 180
Ms DLT Dondur 343 6 349
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38. Directors' emoluments (continued)
ADV K-D CO Grlipp 146 7 153
Ms J Kumbirai 85 8 91
PROF T Marwala 118 2 118
Mr JJH Mateya 326 10 336
DR Y Ndema 129 2 131
Rev F Chikane- Chairperson 33 1 34
Mr NE Galawe 16 - 16
Ms ZD Hlatshwayo 16 . 16
Mr NSA Hlubi 22 1 23
Mr BK Mofokeng 22 1 23
Ms NP Mohlala 22 . 22
Dr MS Motebang 16 B 16
Mr Tl Sithole 21 1 22
Ms LJ Fosu 105 2 107
Mr W Hattingh 128 5 133
Mr H Moolla 208 1 207
2,316 56 2,372

39. Change in estimate

Property, plant and equipment

Depreciable assets' original remaining useful lives have been reassessed as per table below in the beginning of the
current period to reflect the actual pattern of service potential derived from the assets and in addition an exercise was

performed in order to align the useful lives with the company's accounting policy.

Property, Plant and Equipment

Buildings

Furniture & Fixtures
IT Equipment

Plant & Machinery

Historical Aligned useful
useful life life {years)

{years)
20-60 60
1-80 6
1-20 1-8
5-31 6-55

Intangible assets

Software

Historical Aligned useful
useful life life {years)

(vears)
3-13 36

The effect on the cumrent and future periods will be as per table below.

Property, Plant and Equipment Net Effect on
P&L
Buildings {2,042)
Furniture & Fixtures 3,065
IT Equipment 9,052
Plant & Machinery 10,697
19,872
Intanglble assets Net Effect on
P&L
Software (6,811)
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40. Prior period errors

The accrual for electricity sales includes a decrease in revenue reported for the 2012 financial period and previous
reporting periods.

Specialised vehicles leased from the City of Johannesburg since 1 March 2012 were previously reported as operating
leases. The specialised nature of the asset requires the lease to be classified as a finance lease which has been
capitalised as property plant and equipment retrospectively .

The allowance for doubtful debts has been adjusted to be inclusive of vat. The effect of the adjustment is to ensure fair
presentation of the net position of consumer debtors.

Vat payables has been decreased by the transfer of the vat component on doubtful debts outstanding. The transfer of
the vat liability was to ensure fair presentation of the net consumer debtor balance.

The fair value of trade payables has been adjusted to correct an error in the number of days used to fair value trade
payables.

The effect of the ermror on the individual line items is as follows:

60



City Power Johannesburg (SOC) Limited
(Registration nhumber 2000/030051/30)
Financial Statements for the year ended June 30, 2013

Notes to the Financial Statements

Figures in Rand thousand 2013 2012

40. Prior period errors {continued)
Statement of financial Performance
2011 and Prior
Decrease in revenue (211,751)
Decrease in tax charge 59,291
Decrease in surplus previously reported (152,460)
FY 2012
Decrease In revenue (243,876)
Decrease in operating lease costs 1,632
Increase in depreciation charge (1,405)
Increase in finance costs (390)
Decrease in tax charge 68,335
Decrease in finance income {5,555)
Decrease in surplus for the 2012 financial period (181,259)
Statement of Financial Position
FY 2011 and prior
Decrease in consumer debtors (211,751)
Decrease in deferred tax 59,291
Change In net assets {152,460)
FY 2012
Increase in property plant and equipment - cost 12,170
Increase in accumulated depreciation (1,405)
Net Increase In Property, Plant and Equipment 10,765
Decrease in consumer debtors (455,638)
Increase in aliowance for doubtful debts (vat) (397,168)
Net decrease in current assefs (852,806)
Increase in finance lease [ability (3,351)
Decrease in vat payables 397,168
Increase in discounting accounts payable {5,555)
Decrease in current liability 388,262
Increase in non current finance lease liability (7,.577)
Decrease in deferred tax 127,625
Decrease in current liability 388,262
Net increase in Property, Plant and Equipment 10,765
Net decrease in current assets (852,806)
Increase in non current finance lease liability (7.577)
Change in net assets {333,731}
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41. Risk management
Financial risk management

The municipai entity has an integrated risk management framework. The municipal eniity's approach to risk
management Is based on risk govemnance structures, risk management policies, risk identification, measurement and
reporting. Three types of risks are reported as part of the risk profile, namely operational, strategic and business
continuity risks. Operational risks are events, hazards, variances or opportunities which could influence the
achievement of the municipai entity'’s compliance and operational objectives. For the municipal entity a strategic risk is
a significant unexpected or unprediciable change or outcome beyond what was factored inte the organisation's
strategy and business model which could have an impact on the group's performance. Business continuily risks are
those events, hazards, variances and opportunities which could influence the continuity of the municipal entity.

One of the risks for municipal entity identified both under the operational and strategic risk categories, is the financial
sustainability of the municipal entity. The financial risks, as defined by IFRS 7, and the management thereof, form part
of this key risk area. The types of financial risks which are considered to form the major part of the risk profile of the
municipal entity are liquidity rigk, credit risk and market risk.

The Board of directors have delegated the management of enterprise-wide risk to the audit committee which operates
through various sub-committees. One of the committee's objectives is to ensure that City Power is not unduly exposed
to financial and market risks. The municipal entity's overall risk management program focuses on the unpredictability
of financial markets and seeks to minimize potential adverse effects on the municipal entity's financial performance.
Treasury Risk management is carried out by a central treasury depariment under policies managed by the City of
Johannasburg Metropolitan Municipality. Treasury Risk management identifies, evaluates and hedges financial risks in
close co-operation with the municipal entity's operating units.

Interest rate risk

The municipal entity has no significant interest-bearing assets, apart from the sweeping balance with the City of
Johannesburg Metropolitan Municipality.

The municipal entity’s interest rate risk arises from long-term borrowings. There are no borrowings at variable rates of
interest. Borrowings issued at fixed rates are subject to fair value interest rate risk.

The municipal entity analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking
into consideration refinancing, renewal of existing positions, alternative financing and hedging. Based on these
scenarios, the municipal entity calculates the impact on surplus/deficit of a defined interest rate shift.

Cash flow interest rate risk

Financial instrument Cumrentinterest Dueinless Dueinoneto Dueintwoto Due in three to Due after four
rate than a year two years three years four years years

Consumer receivables 9.00 % 2,048,523 - - - -
Trade and other 9.00 % 440,089 - : - -
receivables

Loans to shareholder 8.00% 2,705,337 - - - -
Trade and other payables 9.00% {2,256,152) - - - -
Loan from shareholder 11.00 % {428,960} - = - -
Credit risk

Credit risk is the risk of financial loss to the company if a customer fails to meet its contractual obligations. This arises
primariy from the company's consumer receivables.

Consumer receivables comprise a widespread customer base. The municipal entity's exposure to credit risk is
influenced by the individual characteristics of each customer. In monitoring credit risk, customers are grouped
according to their credit characteristics, including whether they are large or small power users, geographic location,
ageing profile, security (deposits and guarantees) held and payment history.
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41. Risk management {continued)

Management evaluates credit risk relating to customers on an ongoing basis. If customers are independently rated,
these ratings are used. Otherwise, if there is no independent rating, risk control assesses the credit quality of the
customer, taking into account its financial position, past experience and cther factors. Individual risk limits are set
based on internal or extemnal ratings in accordance with limits set by the board. The utilisation of credit limits is
regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Collateral security is
obtained from ali customers either in the form of cash or demand guarantees.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposures to credit
risk at the reporting date are as follows.

Trade and other receivables 440,089 774,200
Loans to shareholder 2,705,337 1,190,591
Consumer receivables 2,048,523 2,235,169
Price risk

Price risk is the risk that the fair value of fuiure cash-flows of financial instruments will fluctuate because of changes in
market prices. Those changes are caused by factors specific o the individual financial instruments for its users, by
factors affecting all similar financial instruments in the market. The municipal entity’s financial instruments are affected
by the wholesale price of electricity from Eskom and Kelvin. Kelvin's costs include coal, diesel and oil pass-through
costs.

Distribution Losses

The electricity energy losses can be classified into technical and non-technical losses, during 2012/13 financial year.
The municipal entity's non-technical losses increased from 10.72% to 16.59%.The non-technical losses are
attributable mainly to the following:

- Theft and bypass of meters

- lllegal decalibration of meters

- Damaged meters and faulty voltage and current transformers

- Billing errors

- Customers without meters

As part of the municipal entity's strategy to continuously reduce the impact of non-technical losses, the following
intervantions have been implemented and are being reviewed and improved on an annual basis:
- Installation of automatic meter management systems, for both large and small power users i.e. automated
metering technologies
- Continuous replacement of faulty conventional and pre-paid meters
Automation of process to acquire new customers and change of meters (through the implementation of automated
workflow and escalation system}
- Utilisation of anonymous “hot line” to report theft, vandalism and tampering
- Random and targeted audits are performed, followed by removal of illegal connections and nommalisation supply
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4.

42.

43.

Risk management {continued)
Liquidity risk

Liquidity risk is the risk that City Power will not have sufficient financial resources to meet its obligations when they fall
due, or will have to do so at excessive cost. This risk can arise from mismatches in the timing of cash flows from
revenue and capital and operational outflows. Funding risk arises when the necessary liquidity 1o fund illiquid asset
positions, such as building new electricity capacity, cannct be obtained at the expected terms and when required. 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 faciiities. Cash flow
forecasts are prepared and adequate utilised borrowing facilities are monitored. The company's funding is

managed by the City of Johannesburg Metropolitan Municipality. The City borrows money in the open market through

the issue of bonds as and when required.

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of
funding through an adequate amount of committed credit facilities and the ability to close out market positions. Due to
the dynamic nature of the underlying businesses, company treasury maintains flexibility in funding by maintaining
availability under committed credit lines.

Going concern

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

Fruitless and wasteful expenditure

Reconcillation of fruitless and wasteful expenditure
Opening balance - i
Interest on late payments 547 16

Approved by Council or condoned (547) (16}
Irregular expenditure

Reconclliation of irregular expenditure
Opening balance =

Procurement of good and services without competitive bids and written price - 9,850
quotations
Condoned by Council - (9,950)

Details of irregular expenditure condoned
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45. Supply chaln deviations
Payment of copy charges not included in the original contract R373 000.
Emergency procurement for repairs to 28 routers for the AMR system R123 000.
Final payment to a supplier after expiry of contract R4 662 000.
Emergency repair and permanent restoration of Kelvin- Delta 1 and 2, Kelvin- Cydna transmission lines R4 847 000.
Emergency repair to 33kV oil filled cables amounting to R2 028 000.
Emergency repairs to 2x33kV feeders cables amounting to R439 000.
The following awards were made with less than the mandotory 3 quotes
Build mix cc - two responses received R105 355
Essential paint and hardware - one response received R 46 836
Intertest cc - two response received R 167 760
Hennox 818 BK - one response received R1098 725
Fumigation worx - one response received R 55 233
Mboneni Teledata (Pty) Lid. - one response received R81 0407
The following awards were made to sole suppliers
Software realisations c¢ - Licence renewal R 3 350 931
Oracle corporation - License renewal R 6 009 620
Wolters Kluwer tax & accounting Southem - Licence renewal R 260 000
Mtechsa - Licence renewal R 2000 000
Giscoe (Pty) Ltd - Licence Renewal R 1 429 902
Business day - Advertising R41 860

Sowetan - Advertising R16 108
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