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CHAPTER ONE
LEADERSHIP & CORPORATE PROFILE




SECTION ONE

INTRODUCTION AND CORPORATE PROFILE

Corporate Profile and Overview of the Entity

Johannesburg Water SOC Lid (JW) was incorporated on 21 November 2000 and commenced
business on 1 January 2001.

JW is @ municipal entity wholly owned by the City of Johannesburg and is mandated to provide water
and sanitation services to the residents of Johannesburg.

The entity supplies water and sanitation services to an area stretching from Orange Farm in the south
to Midrand in the north, Roodepoort in the west and Alexandra in the east. It operates in six regions
with ten network depots and six wastewater treatment plants. The map overleaf depicts the
operational area of JW.

The entity supplies some 750 000 domestic, commercial and industrial customers and serves an
estimated consumer base of about 4,4 million people.

The entity employs approximately 2 500 people and through a water network of about 11 000 km of
distribution pipes and over 100 reservoirs and water towers, reticulates water to consumers. JW also
collects wastewater through an 11 000 km wastewater network.

Water purchases amount to 1 525 MI/day from Rand Water and 980 MI/day of sewage is treated.

Vision

Johannesburg Water's vision is to be a world class African water and sanitation utility.

Mission

To provide all residents of Johannesburg with access to quality water and sanitation services,
Johannesburg Water will:

Deliver a sustainable, affordable and cost effective service

Upgrade services in low income areas

Create a customer focused culture

Build capacity through the development of our employees

Safeguard the health and safety of Johannesburg Water employees, contractors and the
general public

Improve the protection of the environment

A
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SECTION TWO

STRATEGIC OBJECTIVES

Johannesburg Water 2012/13 strategies took into cognisance of the Growth and Development
Strategy (GDS 2040) cutcomes in particular outcome 2 which aims to achieve "A resilient, liveable,
sustainable urban envircnment - underpinned by infrastructure supportive of a low carbon economy”

Johannesburg Water plans were based on the City's long-term planning framework the GDS 2040
that address amongst other forecasts of future: water supplies, water demands, customer needs,
basic services and operating constrains. Assumptions about water supply serve to bound supply
possibilities for the planning period. The following are the long-term key drivers impacting provision of
water and sanitation services to achieve growth and developmental needs of the city towards the year
2040:

¢« Resource Sustainability
Water Infrastructure
Coverage of water and sanitation
Strategic Partnerships
Climate change
Protection of the environment

2 5 & 8 0

The figure below depicts Johannesburg Water key implemented programmes and projects, in line with
the Mayoral Priorities and GDS 2040

STRATEGIC ALIGNMENT WITH MAYORAL PRIORITIES

OUTCOME 2:
A resilient, liveable, sustainable urban environment - underpinned by infrastructure
supportive of a low carbon economy

Output 1: Cutput 3: Cuiput 4;
Sustainable and integrated Sustainable human setflements | Climate change resilience
delivery of water, sanitation, and environmental
energy and waste protection
Sub -Programme Sub -Programme Sub -Programme
Urban Water Management From Informal Seftlements To | Resilience for Climate
s Provision of new and Interim Sustainable change
renewal of existing Settlements ( ISS) e Enhance infrastructure
infrastructure « Access to basic services resilience and
» Water demand and readiness re: extreme
water supply events
management ¢« \ulnerability and risk
s Water quality assessment
management o  Community
awareness, activism
and partnership
2012/16 IDP Sub- programme | Intervention 201213 Performance
Target
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QUTCOME 2:
A resilient, liveable, sustainable urban environment - underpinned by infrastructure
supportive of a low carbon economy

Quality of Services Response times of water bursts | 91% of water bursts
restored within 48 hours
Response times of sewer 95% sewer blockages
blockage cleared within 24 hours
Drinking water Quality 99 % compliance with
monitoring programme water quality standard
Asset Management Asset Management Plan Phase 4a: AM system Roll-

out and deployment of
integrated system &
support to Head Office

Demand Side Management Water Conservation/Water 20 000 M of water supply
Demand Management Plan reduction

SECTION THREE

SALIENT FEATURES

¢ Financial:

The company had an increase in revenue of 8.5% to R5.87 billion (2012: 5.36 billion) while the
operating profit has improved by 39% to R812 million (2012: R585 million).

During the year under review R741 million or 97% of the revised capital budget was spent.

The cash balance swept to the City of Johannesburg at 30 June 2013 in terms of the treasury
management arrangement, was a positive R73 million (2012 R19 million).

The company's debt {o equity ratio of 39:61 (2012 42:58) continues to show its sustainability
without requiring subsidies from its shareholder.

The company awarded 92.5% of the procurement through the bid committees. The total
procurement awarded amounted to R1.39 billion (2012: R740 million) of which 99% (2012:
91%) was aligned with BBBEE Caode of Good Conduct and the BBBEE Act.

During the 2013 financial year, the company received an unqualified audit opinion (2012:
qualified).

¢ Non-Financial:

The reported sewer blockages cleared with 24 hours of notification was 96.06% against a
target of 95%.

The numbers of water pipe burst experienced per 100 km of water networks were 299 against
a target of 324.

The company commissioned its first plant of Biogas to Energy at Northern Wastewater
Treatment Works. The electrical consumption at Wastewater Treatment Works was 341.93
kWh/MI of treated sewerage against a target of 363 kWh/MI.

y
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Progress has been made with regards to access to basic services in that 2,879 households
were provided with access to sanitation and 3,827 households were provided with access to
water.

Compliance with water quality standard (SANS 241) was 99.9% against a target of 99%.
Final effluent compliance was 95.2% against a target of 97%. The major contributor for not
achieving the target was the capacity constraints during the instailation of new belt presses in

Northern Wastewater Treatment Works.

The company has managed to build up its engineering capacity to 17 professionally registered
engineers and technologists.

Sy
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SECTION FOUR

MEMBER OF THE MAYORAL COMMITTEE

The Infrastructure and Services Portfolio was overseen by me during the year under review. My
leadership was focused on three of the main service delivery areas in the City, namely: solid waste,
electricity and lastly, and most importantly, water and sanitation.

| can report that Johannesburg Water has delivered on its business imperatives. The Company
attained an overall performance score of 92.91% which lower than last year's performance of
102.69%. The centrepiece of the business plan was the balanced scorecard (BSC) that is aligned the
business imperatives of the Company, the City’s ruling party election manifesto, the City's Growth and
Development Strategy, the City’s Integrated Development Plan (IDP) and lastly the infrastructure and
Services Department's Sector Plan.

The Company's performance is lower than the previous year's and is attributable to targets not being
met in the areas of reliable services, protection of the environment and resource management. It is
pointed out however the because of the weight given to these areas, which is stretched, any under-
performance appears worse than it is. Reference is made to the Company’s scorecard found
elsewhere in this report. On the poor reduction (Resource Management) in water demand it must said
that the reduction target was premised on old urban growth numbers, hence the target not being met.
The target will be adjusted to refiect true urban growth based on results of the last national census
(2011) of about 4%.

On the positive said it is comforting to report that the Company’s revenue increased, the debt equity
ratio improved and that 92.5% of procurement went through the Bid Committees. The Company also
showed a profit.

| have endeavoured to build a strong working relationship within my department, the Section 79
Committee and Johannesburg Water in forging more outcomes bhased service deliverables.
Emphasis is placed on water and sanitation backlog reductions in the poorer areas of the City. Here |
believe Johannesburg Water has done well as can be seen by the out performance of the increase in
basic services.

Towards the end of the reporting year | saw the finalisation of the Service Delivery Budget
Implementation Plan which would inform the business planning processes for 2014/15.

| look forward to again leading the Infrastructure and Services Department and warking with
Johannesburg Water in serving the community.

Councillor Matshidiso Mfikoe MNIC




SECTION FIVE

CHAIRMAN’S FOREWARD

The strategic focus of the Company is directed towards service delivery to increase customer
satisfaction.

The company has delivered on its mandate to deliver water and sanitation services focusing on the
strategic priorities which are aligned to the GDS, IDP and sector plans. These strategic priorities take
a balanced approach in order to manage key areas of the business.

The critical issues that had a major impact on the course and direction of the Company are shown
below:

- IDP.Programme . .| Key programme output in relation to IDP interventions .

Financial Sustainability Billing and payment levels have to be well managed.

Access to Basic Services Roll-out water standpipes and VIF toilets through basic
services programme.

Quality of Services Response times of water bursts and sewer blockages as well
as drinking water quality manitoring programme.

Asset Management Asset Management Plan

Demand Side Management Water Conservation/Water Demand Management Plan

Further reporting is included in sections three (Performance) and five (Integrated sustainability report)
of this Annual Report.

In managing the business the Managing Director reported to the Board on a quarterly basis as
required. | can attest that in each of the quarters the mandatory report for eventual consideration by
the Mayoral Committee and Section 79 Committee covered the Company's financial position,
performance results, risks, stakeholder relations and procurement oversight and were found to be
satisfactory.

Johannesburg Water has received an unqualified audit opinion which has highlighted a concerted
effort to remedy previous years' revenue discrepancies identified by the Auditor-General.

Once again it is pointed out that management and control of revenue, billing and collection functions,
transferred to the City of Johannesburg in January 2010 as part of the customer and revenue
migration project, have remained problematic. It is understood that the through the City's revenue
step change project the situation should have improved. However representations have been made
to the Shareholder to consider operational interventions around top customer credit management and
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aspects of meter device management which could enhance the City’s revenue and at the same time
allow the Board to exercise leadership in a crucial area of the business.

As a Board, my fellow Directors and | are committed to the highest standards of corporate
governance. This is done as part of our ongoing decision-making process. By embedding strong
governance into our routine processes, we are doing our utmost to secure the future wellbeing of the
Company. The Corporate Governance practices of the entity are reviewed and improvements
effected periodically, where deemed necessary.

A special word of appreciation goes to the Company's Managing Director, Lungile Dhlamini who only
took up the reigns of the Company on 1 October 2012 and had to oversee the Company's
performance from the second quarter.

It was with regret that the Board accepted Mr Manu Padiaychee's resignation with effect from 1 July
2013. Mr Padiaychee served the Company for 10 years of which he was Financial Director for eight.
A special farewell dinner was arranged where the Board and Company's appreciation was expressed
for the service he had rendered and role he played in the Company’s turn-around strategy. He is
wished all the best for his future endeavours.

The Company's Nominations Committee has managed the recruitment of a new Financial Director. |
am pleased to report that in terms of the City Guidelines on the recruitment of executive directors the
Nominations Committee has made a recommendation to the Shareholder on its preferred candidate.
The finalisation of the appointment by the Mayoral Committee is imminent.

Lastly | take this opportunity to express my gratitude to the Shareholder, Councillor Mfikoe MMC, and
the Board for the leadership provided and the support from all the staff at Johannesburg Water for the
good results accomplished. | also wish to thank the Executive Management for their commitment and
efficient management in endeavouring to deliver a quality service to the residents of Johannesburg.

Gugu Moloi
Chairman of the Board

)
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Board

NAME OF BOARD
MEMBER

QUALIFICATIONS

OTHER DIRETORSHIPS

SKILLS AND EXPERTISE

BA (Law), MA (Town None Expertise in the fields of
Gugu Moloi (Chairman) | and Regional municipal infrastructure, local
Planning), Diplema government and water delivery
(General
Management},
BSc in Civil Engineering Council of Administration and Financial
Lungile Bhlamini Engineering South Africa (ECSA) Board | Management of Water and

(Managing Director)

Councillor and Chairperson
of the Finance and Staff
Committee (ECSA).

Sanitation Companies;
Infrastructure Asset
Management Planning and
Project Management,

Nandha Govender

B.Se¢ in Mechanical
Engineering

None

Executive management in the
water secior inclusive of strategy
and operations in environment,
finance and commaearcial
management

Masters Degree (SHE),

Film and Publication Board:

Risk Management, Safeiy,

Natalie Skeepers Mphil, Post Graduate Deputy Chair. Environmental, Management
Diploma in HIV/Aids HIV/Aids Management, Human
management, National Resources, Corporate Social
Diploma in Health, B Responsibility
Tech (Environmental
Health)

MSc (Environmental None Environmental management,

Nompumelelo Msezane Management), MDP, Water resource management,
BS3c (Hons}, BSc (Ed), Water Quality Management,
Certificate in Water General management
Resource Management Non Executive Director :
in Developing Johannesburg Roads Agency
Countfries
B.Compt. Hons/CTA, None Experience in Accounting,

Cassim Tilly PG Dip Auditing, Auditing and Taxation
M.Com(SA Domestic &

[nternational Tax)

Chartered accountant

(SA)

M COM IRBA Expert in auditing, risk,

Cynthia Mbili CA (SA) financial management and

IFRS
B. Com None Law, industrial relations, risk
J Mateya MBA and human resource

Higher Diploma in
Company Law

LLB

Snr Executive Program
- 3EP

management
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NAME OF BOARD QUALIFICATIONS OTHER DIRETORSHIPS SKILLS AND EXPERTISE
MEMBER
B. Comm Neone ICT Governance
C Motau Higher Diploma in ICT Leadership and
Computer Auditing Management
MBL.
MIT
Certificate in Managing
ICT Projects

¥
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SECTION 6

MANAGING DIRECTOR’S REPCRT

Sector and Business Review

Ongoing local economic volatility continues unabated, which manifests itself in poor revenue
collection levels largely due to the relentless levels of unemployment and poverty.

The recent 2013 report by the South Adrican Cities Networks on the State of City Finances indicates
that in addition to the high physical and commercial unaccounted for water losses, which for the
company were 13.7% and 15.19% respectively for the year resulting in a higher debt provision of
R909.8 million and a poor revenue collection ratio of 78.7%, such that the favourable performance for
the year of a net profit of R812 million against the budgeted surplus of R777 million, mainly
attributable to well managed operating expenditure.

The two most striking features of the company’s finances are the escalating bulk services costs over
which it has very limited control over bulk tariff charges, which are anticipated to be in the order of
7.1% (2013/14) compared tc 9.82% in the year under review. The company continues to engage with
Rand Water on the impact that bulk tariffs have on both the cost and resultant affordability to our
customers.

Rapid urbanisation is placing increasing demands on the company's existing socio-economic
infrastructure asset base of which the capital expenditure performance was 97% of the budgeted
R762 million. The programmes to reduce unaccounted for water started in earnest in the period under
review, with 418 pressure reducing valves being refurbished which culminated in the Department of
Water Affairs recognition with the company being awarded second place for the 2012/13 Water
Conservation and Water Demand Management Sector Awards in the country.

Anocther highlight for the company was being recognised as the top performing company and best
performing company in the sector from a list of 3700 private and public sector companies; as well as
being the one of the best companies to work for in 2012/13.

Hence, the company's strategic business plan objectives are targeted at improved water networks
efficiency in reducing unaccounted for water losses, in terms of pipelines renewal and increasing the
coverage and penetration of smart metering including prepayment. The company will also be
implementing the findings and recommendations of the productivity study concluded iast year for
increased efficiencies from the networks teams.

The company remains in a strong solvency position with assets exceeding liabilities by 179% at June
2013. Another significant highlight was in dealing with metering errors, reduction of meter estimations
and in improving the meter reading ratio where out of a total 34,886 meters which have technical
faults, 10,390 were repaired and or replaced.




The 2012/13 strategic business plan sets the performance baseline for the next three financial years
with a 3-year multi-year capital expenditure programme to address and mitigate water and sanitation
growth in demand as well as addressing issues and challenges facing the company inciuding financial
and water resource sustainability as well alleviating the socio-economic challenges of poverty,
unemployment and spatial inequality in the course of delivering on the programme.

2012/13 was a tough year for the company, however, we managed to bring to the attention of the
Shareholder various issues affecting the liquidity and cash position and resoclved the cash allocation
discrepancies. We will continue to pursue these issues and others especially the revenue
management values chain in 2013.

| thank the Johannesburg Water Board for giving me all the support, encouragement, guidance and
space to manage the company. | am also greatly indebted to the Johannesburg Water staff who
cooperated with me and supported the direction the company is taking.

Lungile Dhlamini
Managing Director
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Executive Management

NAME POSITON QUALIFICATIONS SKILLS AND EXPERTISE
Qondile Zimu Executive Manager: BA Social Work — Honours, Human Resources Management
Corporate Services and | Masters in Management - and Corporate Services
Human Resources Public and Development
Management
Jerry Methula Executive Manager: B. Comm, Masters Diploma: Corporate communication and
Marketing and HR Management, Certificate; | stakeholder management in organs
Communications Management & of State
Administration of Non-Profit &
Community Based
Organisations, Certificate:
Programme for Managing
Public-Private Partnership
(PPP), Certificate:
Governance for Directors
{Public Sector)
Ntshavheni Chief Operations B-Tech: Eng (Civil) Engineering and Operation
Mukwevho Officer Masters of Business management

Leadership (MBL)
Pr Tech Eng

Construction management
Project management

Strategic management

Water purification and distribution
system

Sewage collection systems

Johan Koekemoer

Acting Chief Financial
Officer

B Com Hons (RAU) CA (SA)

Financial Management

Dudu Tshabalala

Chief Internal Auditor

B. Comm (Business
Management and Economics)
MSc audit management &
consulting

Certification in Quality
Assurance Reviews
Certificate in Fraud
Examination

Managing the Internal Audit
Department in the performance of
risk based audits, forensic
investigations and IT audits.

Edward Chikonycra

Senior Manager: Risk
and Compliance

BTA (Hons) - UZ
Dip. Banking - IOBZ

Financial, Strategic and
Operational Risk Management,
Financial and Management
Accounting, Auditing and Asset
management.

Graham Luden

Company Secretary

BA (Mons) PG Dip in Bus,
Man

Local government and business
management
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SECTION SEVEN

CHIEF FINANCIAL OFFICER’S REPORT

The net profit for the company for the year improved by 39% to R812 million (2012: R585million) as a
result of higher sales revenue as a result of higher sales volume.

Net Profit
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The profit before bad debt has increased by 19.5% to R1 722 million (2012: R1 441 million).




Profit Before Bad Debt
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The company has been exempted from the payment of normal company tax in terms of sec 10 (1) (1)
of the income tax act since July 2007 and has consequently not been providing for tax since this date.
The revenue function, which includes the customer call centre, invoicing of customers and collection
of monies from customers is outsourced to the City of Johannesburg's Revenue and Customer
Relations Management department.

Revenue increased by 9.5% to R5.87 billion (2012: 5.36 billion). An average tariff increase of 14.5%
(2012: 14.0%) was charged to our customers who range from domestic customer to industrial
customers,

Service Revenue and Gross Margin Trend
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Bulk purchases consist of the purchase of potable water from Rand Water. The price is determined by
a combination of a government pricing strategy which is linked to producer inflation for the raw water
as well as the costs incurred by Rand Water for the treatment of the water.
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Control over operating costs

Staff costs increased by 10.7% to R701 million due to a general salary increase of 6.7% and the
average number of permanent employees increased by 0.6% to 2 436 (2012: 2 420).

Contracted services increased by 3.24% fc R487 million. Two of the meter reading contractors’
services were terminated during the year due to non-performance and the service was replaced by
building an in-house capability. This resulted in a saving on contracted services and an increase in
the staff cost.

General expenses increased to K412 million which is an increase of 12.6% due to increased
maintenance on water and sanitation infrastructure.

Operational Expenses Trend
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The total employee cost as a percentage of total operating costs remained well below the 30%
benchmark of the City of Johannesburg. The company ended the year on 26.8% salaries to
operating expenses.

Salaries as a Percentage of Operating
expenditure
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Cash generated from operations

The cash balance is swept to the City of Johannesburg in terms of the treasury management
arrangement. At year end, Johannesburg Water had cash reserves of R73 million (2012: R19
million). The reduction in cash resources can be attributed to the migration of the billing and collection
to the centralized SAP system at the beginning of 2010,

Liquidity - Cash Balance
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The payment level of customers has decreased to 78.7% (2012; 82.3%) which not only has a
negative effect on the cash balance, hut also on the amount for the impairment of customer debt.

Payment Levels
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The Revenue and Customer Relation Management department at the City of Johannesburg are
continuously improving their systems and processes, including the credit control measures to remedy
the situation.




Solvency

The assets exceed the liabilities by 179% and Johannesburg Water is therefore in a strong solvency
position.

Solvency Ratio
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The debt to equity ratio of Johannesburg Water is 39:61.

Debtto Equity
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Capital expenditure programme

During the year under review R741 million or 97% of the revised capital budget was spent. The
expenditure on the MIG portion of the budget was R376 million, which was 100% of the allocated MIG

budget.
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Notable water projects completed included replacement of Buccleuch water mains and Soweto
Infrastructure Upgrade. The sewer projects included the Bruma Sewer Upgrade, Braamfisher Sewer
Upgrade and Installation of VIP Toilets. The sewer upgrades in Streford 9A1 was also completed.

On the WWTW the belt presses at Northern Works was completed and continuation of other projects
in Olifantsvlei, Driefontein and Bushkoppies WWTW are in progress,

The city of Johannesburg in February 2013 approved a three year capital budget in order for the
rollout of lager capital projects in line with the National Treasury Medium Term Expenditure (MTEF)
Johannesburg Water in the next three years has been allocated a total budget of R3.5 billion for the
capital programme

Capital Expenditure
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In 2012/13 financial year JW has managed to complete a total of 13 projects. Table below provides
detailed projects completed during the year under review.

mpiefe Costs: (RI00
Bushkoppies WWTW: D June 2010 March 2013 R 57 502
Installation of 6 filter belt
presses
Narthern WWTW. A April 2011 January 2013 R 36 134
Replacement of 4 Belt
Presses
UR 808/JW 10043 Orlando D Oct-2011 October 2012 R3152
East Sewer Upgrade
TN1000 access to basic ACD Jul-2012 June 2013 R 26 487
sanitation {VIPs)
JWO057 Soweto D October 2010 | July 2012 R 57 500

infrastructure Upgrade &
renewal in SB2&8
JWI058 Soweto B Sept 2010 August 2012 R44 228
infrastructure Upgrade &
renewal in SB3&4
JW10037/URS00 D June-2012 August 2012 R 3 060
Meadowlands Sewer
Upgrade
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JW8067/A URA03 Buccleuch | E Feb-2011 December 2012 | R 20 664
Water Main Replacements A
JW10014 UR1003 Vandia B&C April-2012 November 2012 | R 1 283
Grove & Weltevreden Park
Pipe Replacement

JW10040/URS0Q Bruma F Feb-2011 October 2012 R7 141
Sewer Upgrade

JWW11002/5801 Stretford G Feb-2012 October 2012 R8120
EXT 9A1 Sewer Upgrade

S 801 Orange Farm Hot Spot | G April-2013 April 2013 R 3020
Sewer Upgrade

JW10021/0OM 917 E June-2011 November 2012 | R 6 310

Refurbishment of Cydna Lab
Phase 2

Looking forward

During the 2013/14 financial year Johannesburg Water expects to start with various capital projects to
ensure that we continuously meet the expectation from the citizens of the City. We shall stay focused
on reaping more efficiencies in the way we do business, and containing costs so as to ease the cost
burden to the end consumers.

Johan Koekemoer
Acting Chief Financial Officer

Y
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SECTION EIGHT

STATEMENT OF RESPONSIBILITY

The directors are responsible for the preparation, integrity and fair presentation of the financial
statement of the Entity. The financial statement presented in Annexure 1 has been prepared in
accordance with Generally Recognised Accounting Practice (GRAP) and include amounts based on
judgement and estimates made by the management.

The directors are responsibie for the preparation of the other information in the annual report and are
responsible for both its accuracy and its consistency with the financial statements. The going concern
basis has been adopted in preparing the financial statements. The directors have no reason to
believe that the entity will not be going concerns in the foreseeable future based on the forecast and
available cash resources. Refer to the Directors report in Annexure 1 with regard to the
appropriateness of the going concern assumption for the preparation of the financial statements.

The Auditor-General, who was given unrestricted access to all financial records and related data,
including minutes of all meetings of shareholders, the Board of Directors and committees of the
Board, has audited the financial statement. The directors believe that all representations made to the
Auditor-General during their audit are valid and appropriate. The Auditor-General's report is
presented in Annexure 1. The financial statemenis were approved by the Board of Directors on 27
November 2013.

Gugu Moloi
CHAIRMAN OF THE BOARD

\J
meweninie - Annual Report 2012/13 Fage 24



CHAPTER TWO
GOVERNANCE




SECTION ONE

CORPORATE GOVERNANCE STATEMENT

Introduction

Johannesburg Water has a unitary Board, which consists of executives and non-executive directors.
The Board is chaired by a non-executive director, Ms Gugu Moloi. The Board meets regularly (at
least quarterly) and retains full control over the Company. The Board remains accountable to City of
Johannesburg Metropolitan Municipality, the sole shareholder, and to its stakeholders, the citizens of
Johannesburg.

Statement of compliance

The Board provides quarterly and annual reports on its performance and service delivery to the parent
municipality as prescribed in the SDA, the MFMA and the MSA. A Service Delivery Agreement (SDA)
concluded in accordance with the provisions of the Municipal Systems Act (MSA) governs the entity's
relationship with the City of Johannesburg

Non-executive directors contribute an independent view to matters under consideration and add to
the depth of experience of the Board. The roles of chairman and managing director are separate,
with responsibilities divided between them. The Chairman has no executive functions. Directors have
unlimited access to the Company Secretary, who acts as an advisor to the Board and its committees
on matters relating to, inter alia, compliance with company rules and procedures, statutory regulations
and best corporate practices.

The Board and senior management ensure that there is full material compliance with all relevant
legistation. The Company Secretary has certified in terms of Section 88 (2) (e) of the Companies Act
that all statutory returns have been submitted to the Registrar of Companies
The Board or any of its members may, in appropriate circumstances and at the expense of the
company, obtain the advice of independent professionals
SECTION TWO
BOARD OF DIRECTORS
In terms of the Company’s Articles of Association there may not be more than eleven directors on the
Board of which two shall be executive directors. Currently the Board has eight non executive
directors and one executive director making a total compliment of nine. The Financial Director, Mr
Padiaychee resigned on 30 June 2013.
SECTION THREE
BOARD COMMITTEE COMPOSITION

The Board has six standing committees, each of which is chaired by a non-executive director:

° Audit Committee
° Risk Committee
. Human Resources and Remuneration Commitiee
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° Service Delivery and Procurement Oversight Committee
° Social and Ethics Committee
° Nominations Committee

Audif Committee
The Committee consists of the following non-executive directors:

Cynthia Mbili (Chairman)

Nandha Govender

V Mokoena (Independent member in terms of National Treasury directive)
K Mdutshane {Independent member in terms of National Treasury directive)
R Buys (Independent member in terms of National Treasury directive)

The Audit Commititee charter is in accordance with Section 166 of the Municipal Finance
Management Act. The constitution of the committee was also aligned fo this section of the MFMA
and a directive from National Treasury.

The role of the Audit Committee is to assist the Board by performing an objective and independent
review of the functioning of the organisation’s finance and accounting control mechanisms. The
committee exercises its functions through close ligison and communication with corporate
management and the internal and external auditors.

The Audit Committee operates in accordance with a written charter authorised by the Board and
provides assistance to the Board with regard fo:

Ensuring compliance with applicable legislation and the requirements of regulatory authorities;
Matiers relating to financial accounting, accounting policies, reporting and disclosures;
internal and external audit policy;

Activities, scope, adequacy and effectiveness of the internal audit function and audit plans;
Review / approval of external audit plans, findings, problems, reports and fees;

Compliance with the Code of Corporate Practices and Conduct;

Compliance with Code of Ethics;

Overall performance of the company.

During the year under review, the Audit Committee addressed its responsibilities properly in terms of
the charter. No changes to the charter were adopted during the year under review. Management has
reviewed the financial statements with the Audit Committee. The guality of the accounting policies
was discussed with the external auditors.

The Audit Committee considers the Annual Financial Statements of Johannesburg Water to be a fair
presentation of its financial position as at 30 June 2012 and of the results of its operations, changes in
equity and cash flow for the period then ended in accordance with GAAP, GRAP and the Companies
Act.

Risk Committee

The committee consists of the following directors:
Nandha Govender {Chairman)
Lungile Dhlamini (Managing Director)
Financial Director (Currently vacant)
Cynthia Mbili
Natalie Skeepers
John Mateya

)
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The Risk Committee has the task of overseeing the quality, integrity and reliability of the company's
risk management function. In terms of its mandate, it reviews and assesses the integrity and the
quality of risk and ensures that risk policies and strategies are effectively managed.

Human Resources and Remuneration Committee
The committee consists of the following directors:

John Mateya {Chairman)

Lungile Dhlamini {Managing Director)
Financial Director (Currently vacant)
Cassim Tilly

Mpumi Msezane

The Human Resources and Remuneration Committee advises the Board on remuneration policies,
remuneration packages and other terms of employment for all executive directors and senior
executives. lis specific terms of reference also include recommendations to the Board on matters
relating, inter afia, to policy, remuneration, bonuses and employment coniracts. Independent
professional advisors advise the committee.

Service Delivery and Procurement Oversight Committee
The committee consists of the following directors:

Natalie Skeepers (Chairman)

Lungile Dhlamini (Managing Director)
Financial Director {Currently vacant)
Gugu Moloi

Charles Motau

The objective of the committee is to ensure service delivery and that the adopted Supply Chain
Management Policy (the Procurement Policy) of the company is correctly and strictly applied as well
as guide the Board and Executive Management on the overall operational direction of the Company.

Social and Ethics Committee

The Committee only meets on a bi annual basis (as it is required to meet not less than once a year)
and that the convention of the meetings be held between quarterly cycles.

The Committee monitors the Company’s activities, having regard to any relevant legislation, other
legal requirements or prevailing codes of best practice, with regard to matters relating to social and
economical development, corporate citizenship, environmental and labour matters.

The Committee comprises the following directors:

Mpumi Msezane {Chairman)

Lungile Dhlamini (Managing Director)
Financial Director (Currently vacant)
Cassim Tilly

Natalie Skeepers

s & o & #
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Nominations Committee

The terms of reference of the Committee are consistent with Section 8 of the Group Policy on the
Shareholder Governance of Boards of Directors of Municipal Entities.

Policy in essence sets out the recruitment procedure and gives the Committee authority to
recommend the appointments of the Chief Executive Officer/Managing Director and the Chief
Financial Officer/Financial Director to the Mayoral Committee. After the Mayoral Committee approval
the appointments are formally approved by the Board as determined by the Companies Act.

The composition of the Committee is determined on an as and when basis as the need arises to
appoint the Chief Executive Officer/Managing Director and the Chief Financial Officer/Financial
Director.

The Committee was convened to manage the process of finding and interviewing a financial director.
A formal recommendation was made fo the City’s Selection Panel in July 2013. A decision on the
appointment is imminent.

Board induction and information

New directorship appointments fo the Board are inducted through a communications pack compiled
by the Company secretary and an operations explanation and tour arranged through the Managing
Director's Office.

All Company information is captured in a document management system under the control of the
Company Secretary. Any access to information such as record of decision, policies, quarterly reports,
annual reports, business plans etc are available and open for scrutiny.

Board evaluation

Board evaluations are conducted by the Shareholder Unit. Evaluations were completed for the year
under review.

seeeniie  Annual Report 2012/13 Page 29



oc abey £1/2 102 Loday [enuly  smwmes

.\.f

‘2102 48q0300 | U0 pajuiodde sem (uieyq apbun
:9JON

V55
4 ¥PE L 28 152 L9 S5iL 0zl vel ivl [dd3 1oL

000:d
$10}33.41p SANNIAXS—

GEZ 9g 92 9z 214 52 ac 9¢ ES uou o} pled Jaurejay
- 000

s10ja2.1p
BAND8X8 UoU

Gl6 95 LE2 5gl ! ) 86 LZL L6 01 pied saaj Bupsaw

snucg (Apoadg)
000. sjjauag Jlapg

asualsisqng
LIOIEPOWILLIONDY

JED JOJOW PUE [BARIY
69 692 000.4 S2dUBMOjlY

18410

Pl [eapay
suoisuag
SEl SEL 000, suonnquIuoy

BUIRIBaAD
|[BLULION
000, ¥
6E6 BEG sabepy 'gsane[eg

nejo. ehalep HIaw At I3puanrog siadasyg
(zLoz 12q0120 sajeyg | uyop BiYjuLn WISSED auezasy EYpUEN "~ aleEleN | tojop nBng .

| pajutodde) J1030ad1g wajasag ojang tJojaaang ojajstundwon dojoalig | :eopaanq woysang |- (xe) aiojaq
paeyct 2nbunT eARnaaxg ET LR E) ] aAlnoang aAlnoaxg wojoaag BAIINDaX] aAnnIaxg aAlnaaxy aJe sjunowe jpy)
[eyol | :ao32041q BuaBeurpy ~UoN -uopN ~uopN -UON | 9AINIAXT-uoN -uoN “uopN -UON uonduosag

pieog
uojeIaUNWAY S, J0303lIq

dN0d NOILO3S



Resigned directors

Description Financial Director Total
(Al amounts are before | {executive director)
Tax)

Manu Padiaychee
(resigned on 30 June 2013)

Salaries& Wages
R 000 . :
Normal S 1376 1378
Overtime '

Contributions R'000 198 198
Pensions :
Medical Aid
Other

Allowances R'000
Travel and motor car
Accommodation
Subsistence

Housing Benefits &
Allowances R'000

Loans and advances
R'000

Other Benefits R'000 209 209
{Specify) Bonus

Arrears owed to the
City or the Entity

Meeting fees paid to
non executive
directors

R'000

Retainer paid to non ~
executive directors
R'000

1783 1783
TOTAL
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Independent Audit Committee Members

Description
{All amounts are befare
Tax)

Independent
Member
Joseph Mokwena

Independent Member
Khanyisa Mdutshane

Independent Member
Rudolf Buys

Total

Salaries& Wages
R ‘000 :
Normal

Overtime

Contributions R'000
Pensions

Medical Aid

Other

Allowances R'000
Travel and motar car
Accommodation
Subsistence

Housing Benefits &
Allowances R'000

Loans and advances
R'000 '

Other Benefits R'000
{Specify) Bonus

Arrears owed to the City
or the Entity

Meeting fees paid
R'000

52

52

45

148

Retainer paid to non —
executive directors
R'000

26

26

26

78

TOTAL

78

78

7

227
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Schedule of attendance of meetings

Part of the remuneration of non-executive directors is a retainer determined by policy imposed by the
Shareholder which provides for fee rates, retainers and furthermore provides for a threshold of at
least a& 60% attendance of all meetings.

Attendance of meetings, in terms of a ratio of attendance per meeting convened, held during the year
was as follows:
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SECTION FIVE
COMPANY SECRETARIAL FUNCTION

The primary function of the Company Secretary is to act as the link between the Board and
management and to facilitate good relationships with the shareholder. The Company Secretary is
responsible for general administration: more specifically with ensuring compliance with good
corporate governance practices and with providing guidance to the directors on corporate governance
principles and applicable legislation.

Johannesburg Water has centralised its records and has a file plan approved by the Department of
National Archives.

All reports are captured electronically in terms of the file plan. This would include policies, terms of
reference of the standing committees, procurement reports, quarterly reports, business plans and
annual financial reports, to mention a few.

An integral part of the company's record keeping is a library which has, infer alia, a full set of bound
minute books of the Board, its standing committees and Executive Committee as well as bound books
of all business plans, quarterly reports and major agreements.

SECTION sIX
RISK MANAGEMENT AND INTERNAL CONTROL

Risk management is at the core of the operating and management structures of the company as we
seek to limit adverse variations in service delivery and income and cost structures by monitoring
productivity and performance within agreed targets. Managing and controlling risks, and limiting
potential losses from stress events, are essential elements of the company’s risk management and
control framework which ultimately leads to the protection of the company's ability to do business and
its reputation. The company's risk profile forms the basis for the entire decision making value chain,
including but not limited to resource allocation and deployment, audit planning and business planning.

The company’s risk management processes have continued to prove effective over the years, despite
a tough socio-political and economic environment, which includes but not limited to increasing in
unemployment, strikes, weakening currency, political uncertainty ahead of the elections and service
delivery protests. Executive management has remained closely involved in important risk
management initiatives aimed at minimizing the impact of these on the business, by focusing
particularly on preserving appropriate levels of liquidity, quality and quantity of water and adequate
and reliable capital infrastructure and constantly engaging our various stakeholders.

Responsibility and accountability for risk management resides at all levels within the company, from
the board down through the organisation to each manager. Top on the agenda and informed by
events and outcomes of the last few years the company strategic and operational vulnerabilities are in
the following areas;

Business and Financial Management

Water Resource and Demand Management
Reputational and Stakeholder management
Compliance and Regulatory management
Business Continuity Management

Human Capital and Knowledge Management
Occupational Health and Safety

Capital Investment and Infrastructure Development

« ® & © & © © @
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This comes out of the Company’s unigue position of being a business on one hand, while on the other
hand having to deliver a service that is protected by the constitution of the Republic and the bill of
rights. That economic and constitutional balance is not always an easy one to find and the
management of these challenges and/or other emerging areas of risk are linked to the way the
company is structured.

SECTION SEVEN
INTERNAL AUDIT FUNCTION

The Internal Audit Department is a governance structure, structured as follows: Internal, IT and
Forensic Audit. These subdivisions are headed by managers who reports to the Chief Internal Auditor
(CIA). The Department reporis administratively to the Managing Director, functionally to the Audit
Committee and has a staff complement of twelve (12) officials including the CIA.

The Internal Audit Department (IAD) has a specific mandate from the audit committee and
independently appraises the adequacy and effectiveness of risk management, internal controls and
governance within the Company. The audit coverage plan is based on the risk profile of the
company. Risk based audits are therefore executed and internal audit reports with findings and
recommendations towards improvement are distributed to management, Audit Commitiee and the
Auditor General of South Africa. The Chairman of the board has access to the executive summary of
internal audit reports.

STATEMENT ON INTERNAL CONTROLS (SIC} TO THE BOARD OF DIRECTORS
OF JOHANNESBURG WATER (SOC) LTD FOR THE YEAR ENDED 30 JUNE 2013

introduction

The above-mentioned statement is an expression of an opinion on the adequacy and effectiveness of
the internal control system of Johannesburg Water by the Internal Audit Department (IAD) after it has
evaluated such. Both the King Code on Corporate Governance and the Standards of Professional
Practice of Internal Audit (SPPIA) requires the Chief Audit Executive to provide a written assessment
of the adequacy and effectiveness of internal controls and issue a report reflecting also on any
deficiencies which have been or /will be repaired/mitigated against by management.

The responsibility of the management

Management is responsible for establishing and maintaining an appropriate system of internal
cantrols for the prevention and detection of irregularities and fraud. The objectives of internal controls
are to ensure:

i Reliability and accuracy of data: Data is accurate, timely, useful, reliable and relevant.

ii. Effectiveness and efficiency: Operations are effective, efficient and add value fo
accomplishment and monitoring of goals.

ifi. Authorization: Proper review and approval.

iv. Safeguarding Assets: Assets are protected from theft, misuse, and/or destruction

A Compliance: With policies, rules regulations, and laws.

The Internal Audit Department's responsibility

The IAD should evaluate the adequacy and effectiveness of the Internal Control System. In
assessing the adequacy, efficiency and effectiveness of controls, consideration of the above stated
internal control objectives/ Management’s assertions and audit evidence obtained during the
execution of audits should be used as basis for the opinion. Note that only completed assurance
engagements/projects will be considered.
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The table below indicate audited areas, findings and resolutions of audit projects undertaken

during the 2012/13 Financial Year.

NO | “Audit “|"Number of Resolved “In Progress - | Unresolved ... .| Future -
' g “Findings o Lo s e [ Date
: - ] NB [ % NO ['%_ ‘|'NO ‘
1. Aclivities Alignment Audit & follow-up | 11 100
X2
2. | AG Follow Up Audit(2010/11)} 4 100
3. Revenue and Customer Relations 5 100
Management Follow up audit
{Unresolved Findings 2011/2012)
4, | Olifantsviei Waste Water Treatment 3 100
Woarks foltow-up Audit (Unresolved
findings { 2011/2012)
5. | Capital Investment and Infrastructure | 10 100
Audit
6. | Asset Management Audit 8 100
7. Drinking Water Follow Up Audit 16 100
8. Risk and Compliance Management 18 100
Fallow Up
TOTAL 75 100

Analysis

75 (100%) control deficiencies were picked up of which 43 (57.33%) were resolved. 32 (42.67%) of
queries raised were either not resolved, in progress or will be resolved in a future date.

Effectiveness

Of the 42.67% outstanding issues, only 9.33% is unresolved, 24% is in @ process of being resolved
while 9.33% is referred to be resolved at a future date.

impact

6.25% are housekeeping matters. The housekeeping findings are not included in the report and
Management is addressing them. 18.672% are significant findings and only 14.67% are critical.

Opinion

In our opinion, controls are adequate and maderate effective to accomplish the organisational goals
and objectives in that 32 (42.67% of control weaknesses have not been resoived, are in the process
of being resolved, referred to a future date and that only 18.672% have significant and 14.67% have
critical impact on the accomplish the organisational goals and objectives.

SECTION EIGHT
CORPORATE ETHICS AND ORGANISATIONAL INTEGRITY
The Board of Directors has adopted the Board Charter, which encapsulates the City of Johannesburg
Governance Protocol and includes matters of ethics, procedure and the conduct of committee
members.
The Company has developed a Code of Conduct (“the Code”) that has been fully endorsed by the
Board and applies to all directors and employees. The Code is regularly reviewed and updated as

necessary to ensure that it reflects the highest standards of behaviour and professionalism.

In summary, the Code requires that at al times, all company personnel act with utmost integrity and
objectivity and in compliance with the letter and spirit of both the law and company policies. Failure

P
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by employees to act in terms of the Code results in disciplinary action. The Code is discussed with
each new employee as part of his or her induction training and all employees are asked to sign an
annual declaration confirming their compliance with the Code. A copy of the Code is available {o
interested parties upon request. A toll-free anonymous telephone facility exists for reporting of non-
adherence to the Code or to ethics related matters. Furthermore, any breach of the Code is
considered a serious offence and is dealt with accordingly: as a result, the Code acts as a deterrent.
The directors believe that ethical standards are being met and are fully supported by the ethics
programme.

Breach of governance procedures
During the year under review there were no breaches of governance procedures.
Policies

The Company is managed through powers delegated to the Managing Director, resolutions of the
Board and policies. All policy approval is reserved to the Board. A number of policies were reviewed
and amended during the year under review.

Conflict of interest

Registers on the disclosure and declaration of interests of directors and senior management are kept
and updated.

SECTION NINE
SUSTAINABILITY REPORT

Johannesburg Water has endeavoured to address crucial sustainability matters that impact both on
the Company and the community at large. In this respect it has focused on financial and service
delivery sustainability, risk and internal controls, human development and transformation, corporate
social responsibility and the environment.

Sustainability vision

To be honest in contributing to the future sustainability of the Company by ensuring efficient
management strategies while not compromising its stakeholders and the environment

Sustainability policies and sirategies

Johannesburg Water in developing its business imperatives for a particular year as well as three
business planning cycles does so in tandem with the Shareholder's political and service delivery
prescripts contained in its growth and development strategy as well as its integrated development
plan. The Company's business plan and balanced scorecard addresses issues related to the
integrated sustainability by addressing financial, human capital, health and safety, customer and
environmentally focussed objectives.

W
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SECTION TEN
CORPORATE SOCIAL RESPONSIBILITY REPORT

According to the World Business Council for Sustainability Development, Corporate Social
Responsibility (CSR) is defined as "the continuing commitment by business to behave ethically and
contribute to economic development whife improving the quality of life of the workforce and their
families as well as of the local communily and sociely at large.”

In terms of the Companies Act of the Republic of South Africa, Act 71 of 2008,
organizations/companies are not compelled to engage in CSR activities or projects. However,
Johannesburg Water, through the Social and Ethics Committee of the Board, has recently developed
the CSR policy which is aimed at addressing some of the following key areas on the CSR:

e« That there is an expectation from our internal and external stakeholders that there should be
continued commitment by the organization to behave ethically;

« That the organization needs to improve the quality of life of the work force and their families;

o That the organization needs {o {ake active part in the improvement of the quality of life of the
local society (City of Johannesburg);

« That the organization needs to contribute to local economic development through its projects.

In addition to the legislative framework, King Ill also addresses the need and relevance of
organizations to acknowledge ali stakeholders and to adopt the “friple-bottom line” approach which
focuses on Social, Environmental and Economic concerns of the organization.

JW has realized the fact that education and training as well as social development are the main areas
in which a CSR-policy takes place. This engagement is in line with the output of the efforts which shall
be good for the business. At first there is an increase of motivation and productivity of the workers
which results in a better working environment and higher quality. Because of the shortage of skilled
workers there is a great interest in fraining future employees. This has a direct impact on the
productivity of the organization and helps the JW to stay economical.

JW has already started to forge partnership with other locally based sector pariners in implementing
its CSR initiative. This parinership is going to take into consideration the fact that there are so many
things that can be done to drive and sustain its CSR initiatives which may not be monetary based by
its nature.

The following enterprise development initiatives were carried out during the peried under review, with
the main objective of developing and sustaining emerging suppliers’ financial and operational
independence:;

= |n support of the empowerment of black women (i.e. equity ownership of at least 30%
black women) and black youth (i.e. equity ownership of more than 50% black youth), the
entity made 20 awards to black women and 10 to black youth owned enterprises with
procurement amounting to R168million and R70million respectively.

= |n line with the entity's enterprise development program initiatives, the entity's canteen and
catering service was awarded o and operated by an emerging service provider and no
rental, electricity, water and rates are being charged to this service provider which
conducts its husiness on the entity's premises. The contract is in excess of R1.5million
and runs over a period of two years.

= The entity's contractor development program continued to provide non-monetary support
to emerging contractors to improve their construction industry development board (CIDB)
grading level. A total of 46 emerging contractors are on the entity's contractor
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development program and 23 of these contractors have improved their CIDB grading
levels upward.

= A total of 13 supplier sessions were conducted, which comprised 7 debriefing sessions on
tender advice and procurement opportunities and 6 business training sessions in the
following areas: value added tax, small business tax, income tax and pay as you eamn,
MFMA and recently gazetted PPPFA regulations on local content procurement. Over 151
emerging contractors benefitted from these training sessions.

28 computers were donated to the Ahanang Primary School in Poortjie which falls under Ward
5 in the Deep South (Region G) within the City of Johannesburg. The school has grade R to 7
with a total of 667 learners and it feeds the local High School.

It is almost that time again where we get to celebrate our ABET (Aduit Basic Education and
Training) Learners in Johannesburg Water. To date there are 95 ABET Learners registered
throughout the various depots in Johannesburg Water studying towards ABET Communication
and Numeracy (levels 1 to 4). The following were the achievements of this initiative:

= 43 Learners have completed Communication Level 4 (NQF1) and

» (07 Learners have completed Numeracy Level 4 (NQF1).

= 50 lLearners are expected to graduate and some will be recognized and awarded
certificates for completion of some of the various ABET levels.

ABET is seen as an integral part of JW's vision in encouraging its employees to equip
themselves by means of education to broaden their horizons in the future. As such, we
encourage many of our Adult Learners to use this opportunity to further their education and
broaden their career prospects. As the saying goes “Thuto ha e kgolelwe” i.e. “one is never too
old to learn”. Moreover we want to encourage our younger staff today to draw inspiration from
our ABET Learners.

SECTION ELEVEN
ANTI-CORRUPTION AND FRAUD

Johannesburg Water (JW) has prioritised fraud risk management as per the MFMA. Fraud prevention
and response plans are in place. Fraud awareness campaigns are rolled out yearly to sensitise and
educate employees on promotion of ethical behaviour within the organisation. The hotline through
which service delivery complaints are received and whistle blowers anonymous are reporting is
centralized at the CoJ. To instil confidence in the anonymous reporting of incidents of fraud and
corrupt activities, the hotline is outsourced to a private company and managed independently. JW
has sound internal controls in place to work as a deterrent and to also prevent accurrence of fraud. All
reported cases are registered, monitored and investigated. Executive summary of investigation
reports are distributed to the executive management, the risk and audit commitiees and the board

internal audit, risk management, internal controls and tip-offs assist to detect fraudulent and corrupt
activities.

Fourteen (14)/ 100% cases were reported during the year under review. Seven (7) / 50% thereof are
fraud and corruption cases and are mainly concentrated within the Supply Chain Management {29%),
Revenue {43%) and Operations (43%). This demonstrates that fraud and corruption is still a challenge
and to overcome this challenge, the forensic investigation division has been capacitated with a
manager. forensic audit and a forensic auditor.
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CHAPTER THREE
SERVICE DELIVERY PERFORMANCE




SECTION ONE

HIGHLIGHTS AND ACHIEVEMENTS

Financial Sustainahility

During the year under review the company achieved a profit before bad debt provision and revenue
service fee of R1.884 billion against a target of R1.602 billion, which was 17% above the target.

Capital Investment

The capital expenditure for the year was R741 million, which represents 97% of the capital budget of
R762 million.

3107 new job opportunities were created in terms of the EPWP against a target of 2350. The reason
for exceeding the target is attributed to emergency projects (hotspots) implemented on as and when
basis. The projects include Braamfischerville, Diepsloot and Orange Farm hotspots.

Customer Responsiveness

The response time to water bursts restored within 48 hours of notification were 88.62% against a
target of 85%, and for sewer blockages cleared within 24 hours of notification 96.06% against a target
of also 95% during the financial year under review. The same failure rate of water infrastructure as
the previous years due to age and slow renewal rate impacted on the target of water bursts
restoration not being met. This will improve in the coming years due to the increased capital
investment especially in renewal of aged water infrastructure

Revenue

With the implementation of Program Phakama all accounts are now managed by the CoJ. 100%
meter reading and billing data for these customers are managed by JW.

JW is directly responsible for management of the contractors reading the water meters.
Soweto Infrastructure Upgrade and Rehabilitation Programme (SIURP)

The implementation of the revisiting had a slow progress with 11,779 properties metered and R158 m
spent in this financial year. The total number of properties metered since resumption is 81,928. The
delays relating to procurement of new service providers affected the implementation programme.
JMPD Water by-law enforcement unit continued to support the project and lack of access remained at
a manageable level. The total scope of 183,595 stands and about 100 km of secondary mains is
scheduled to be completed by December 2014,

Basic Services

Notable progress has been made with regards to access to basic services in that 2,879 households
have been provided with access to basic sanitation increasing the coverage to 91.48% and 3,827
households provided access to basic water thereby increasing the coverage to 98.10%. The
provision of access to basic services resulted in R7.5 m and R26.4 m expenditure for basic water and
sanitation respectively.

N
memenin - Anritial Report 2012/13 Page 42



Operations

The number of bursts experienced per 100km was 298.72 against a target of 324 while sewer
blockages experienced per 100km was 418.6 against a target of 370. The increase in the number of
sewer blockages per 100km relates directly to the incorrect use of the sewer infrastructure in hotspot
areas like Ivory Park, Alexandra, Diepsloot and Orange Farm which cause reoccurring blockages.
This however will be mitigated through a social education programme being launched which will run
for a period of 12 months in these affected areas.

During the 12/13 financial year percentage compliance with the water quality standard (SANS 241)
was 99.9% against a target of 98%. This positive achievement will enable the City of Johannesburg to
again achieve Blue Drop Status which will be assessed in the coming year.

Although the Green Drop assessment were carried out during the year the results was not announced
pending an internal review that is still underway by the Department of Water affairs. Final effluent
compliance measured against targets set by the Department of Water Affairs was 95.2% against a
target of 97%. The major contributor to this target not being met was capacity constraints during the
first half of the year while new belt presses were installed at Northern Waste Water Treatment Works.

During the year under review the reduction of operational costs at the Waste Water Treatment Works
in electrical consumption was 341.92 kWh/MI of treated sewerage against a target of 363 kWh/MI.

Human Resources

Johannesburg Water has now managed to build up its engineering capacity to 17 professionally
registered engineers with the Engineering Council of South Africa. This has been achieved partially
by the Company's ability to aftract and recruit registered professionals but also by specific
programmes that have been put in place such as the Engineering Capacitation Programme and the
Specialist Career Grade. Of the 17 professionals, 5 are registered as Professional Engineers and 12
are registered as Professional Engineering Technologists.

As far as the provision of technical training is concerned the Company successfully embarked upon
an intervention that provides training in the areas of Pressure Management including the maintenance
of PRV's and design of water reticulation systems. In total 149 employees were trained. This
intervention qualified for the 2013 Water Conservation and Water Demand Management Sector
Awards where Johannesburg Water was awarded second place in the category for Local
Government: Metropolitan Municipalities

Y
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SECTION TWO

FINANCIAL PERFORMANCE

The International Monetary Fund (IMF) expects world economic growth to increase marginally during
the 2013/14 financial year.

Many advanced economies contracted during the fourth quarter of 2012. The growth in GDP in the
first quarter of 2013 was an annualised rate of 0.9%. [t accelerated to 3% in the second quarter of
2013.

South Africa’s third quarter was heavily impacted by industrial action that took place across sectors.
The current strikes in the car manufacturing, textile, construction, electricity, and mining sectors are
threatening any further recovery to the South African economy.

Another worrying development is the global financial market reaction to increasing signs that the US
central bank are slowing down the rate of unconventional monetary stimulus. Emerging markets with
large current account deficits, such as South Africa, are particularly vuinerable to this development
since foreign investors are reassessing their exposure to Emerging Market assets.

Financial market volatility has declined but remains a concern, and recovery is uneven. Targeted
monetary policy measures in advanced economies continue to ease financial conditions, boosting
liquidity and asset prices. Emerging markets — particularly China and India — continue to lead global
growth.

In the third quarter of 2013, South African jobiess rate decreased to 24.7 percent, the lowest value in
almost two years. The number of people without work went down to 4.66 million, down from 4.72
million compared to the previous three manths.

Employers and employees are however at an impasse. Employers are unable to give the double digit
increases due to constrained economic conditions and lack of growth while employees are unable to
keep up with rising inflation, effectively suffering a wage cut and a drop in their standard of living.

Over the last few years, strikes in South Africa have increased in size and in duration with no clear
indication of abating. This prolonged industrial action will continue to constrain productivity and
ultimately economic growth, while we suffer great reputational damage both locally and abroad.

2.1.1 Revenue

The company posted revenue of R5.87 billion for the year, an increase of 9.5% over the previous
year (2012:R5.36 bilion). Service charges stem from both the sale of water and sanitation
charges.

2.1.2 Results of Operations

Operational costs increased on average by 8.5% to R1.77 billion (2012: R1.63 billion). The
general expenses increased by 12.6% due to increased maintenance on water and sanitation
infrastructure. The provision for bad debts increased by 26% to R909 million (2012: R722 million)
due to poor collections at the Revenue and Customer Relations Management department at the
City of Johannesburg.
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2.1.3 Cash Flow

Service charges are generated from sale of water and sanitation services. In addition the
company receives grant funding from MIG and USDG to assist with the funding of capital projects.
Other income comprises of developer funded assets.

The following is a brief history of the cash balances swept at the end of each financial year to the
City of Johannesburg:

June 2008 R515 million
June 2009 R160 million
June 2010 K249 million
June 2011 R96 million
June 2012 R19 millien
June 2013 R73 million
Budgeted 2014 R691 million

2.1.4 Statement of Financial Position

Fixed assets increased by R775 million to R6 757 million at carrying value. This increase was
due to the replacement of aging and obsolete equipment.

The continued positive financial health of Johannesburg Water, and its potential sustainability into
the future without requiring shareholder subsidies, is evident from the significant strengthening of
the Company's debt to equity ratio as follows:

June 2008 57:43
June 2009 51:49
June 2010 43:57
June 2011 46:54
June 2012 42:58
June 2013 39:61
Budgeted 2014 30:70

It is the strategic intention of the Company io allocate approximately R11.8 billion to capital
expenditure for the period from 2008 to 2018, largely to upgrade and enhance its water
distribution network and treatment plant infrastructure. The expenditure will compliment water
conservation and water demand management imperatives. The company has demonsirated its
commitment and contribution to this achievement to date, and believes that it is financially well
placed going forward to achieve this objective in terms of funding the required capital expenditure
while maintaining tariff increases at reasonable levels. Capital expenditure for 2013 was R742
million, which was 97% of the allocated amount. The Company has invested R4 billion since the
2008 financial year on capital projects.
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SECTION THREE
CAPITAL PROJECTS
During the year under review the company was able to deliver a number of capital projects to the
value of R741 million against a total budget of R762 million. This transiates to an achievement of
97.1% against the target of 95%. The expenditure break down per capital budget category is reflected
on the table below.

Expenditure for the year as at end June 2013

Category 2012/13 Budget EXPF‘:;LC::;";;?; end % Expenditure
Corporate Requirements 7 500 000 6 751 g0
Customer Services - - -
Unaccounted for Water 160 812 158 832 94
Operate and Maintain 38 500 37 028 96
Upgrading and Renewal 73 012 70 896 97
New Infrastructure 39 582 32 182 99
Planning and Engineering
Studies 18 000 15 886 88
[nformation Technology 7 000 5 068 72
Special Projects 59 332 59 559 100
Bulk Wastewater 356 491 355 764 100
. Total . . | - 762232 741946 | g7

Projects Completed

In 2012/13 financial year JW has managed to complete a total of 13 projects. Table below
provides detailed projects completed during the year under review.

BushkoppiesWW TW June 2010 March 2013
:Installation of 6 filter belt
presses
Northern WWTW: A April 2011 January 2013 R36134
Replacement of 4 Belt
Presses
UR 908/JW 10043 Orlando D Oct-2011 October 2012 R3152
East Sewer Upgrade
TN1000 access to basic ACD Jul-2012 June 2013 R 26 487
sanitation (VIPs)
JWO057 Soweto P October 2010 | July 2012 R 57 500
infrastructure Upgrade &
renewal in SB2&8
JW9058 Soweto D Sept 2010 August 2012 R44 228
infrastructure Upgrade &
renewal in SB3&4
JW10037/URS00 D June-2012 August 2012 R 3 060
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Meadowlands Sewer

Upgrade

Jwa0e7/A URS03 Buccleugh | E Feb-2011 December 2012 | R 20 664
Water Main Replacements A

JW10014 UR1003 Vandia B&C April-2012 November 2012 | R 1293

Grove & Weltervreden Park
Pipe Replacement

JW10040/UR900 Bruma F Feb-2011 October 2012 R7 141
Sewer Upgrade

JW11002/5801 Stretford G Feb-2012 October 2012 R 8 120
EXT 9A1 Sewer Upgrade

S 801 Orange Farm Hot Spot | G April-2013 April 2013 R 3020
Sewer Upgrade

JW10021/0M 917 E June-2011 November 2012 | R 6 310

Refurbishment of Cydna Lab
Phase 2

L
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Water Reservoirs

JW has embarked on the construction of a new 20 Ml reservoir and 1.2 Ml water tower at Lanseria.
Construction work commenced in June 2012 and is currently just over 45% complete with expected
completion in January 2014.

Relining and repair work is being carried out on Parktown reservoir in order to eliminate leaks. This
project is to be completed in November 2013.

The new Diepsloot reservoir was conditionally awarded at the end of December 2012. However,
construction will only commence once the land acquisition has been finalised. The expected
commencement date is March 2014.

Asset Management Program

Phase 4 Asset Management Plan implementation started in 2012/13 for a period of three years which
will be completed in 2014/15 financial year. By ithe end of 2012/13 the plan was to achieve the
"Deployment of integrated systern” and this target was nat achieved as at 30 June 2013. Delays in
completing detailed designs of the integrated systems were experienced during Q3 and Q4. The
delays were as a result of non-availability of the concept designs carried out in the previous phase as
well as the appointment of 2 nominated SAP consultani. These designs are now scheduled for
completion in September 2013. Other activities were successfully completed namely:

Asset Management Plan update - 100% complete
Risk Management framewark review — 100% complete
Organizational Change plan draft — 100% complete

Technical support in alignment of technical and financial asset data — 100%
completed
o Verification of water network system extent - 100% complete

Technical work on the actual designs of the integrated systems interfaces is still in progress with
progress being as follows:

e SAP —-IMQS interface designs — 65% Complete

o IMQS-S5AP interface designs — 90% complete

o System User Access Testing and QA — in progress as interfaces designs are
completed

e Systems deployment — to follow post September 2013 when rigorous system tests
and QA have been successfully completed.

Soweto Infrastructure Upgrade and Renewal

The implementation of the revisiting had a low progress with 11,779 properties metered and R158
million spent in 2012/13 financial year. The tfotal number of properties metered since resumption is
81,928. The delays relating to procurement of new service providers affected the implementation
programme. JMPD Water-bylaw enforcement unit continued to support the project and lack of access
remained at a manageable level. The total scope of 183,595 stands and about 100 km of secondary
mains is scheduled to be completed by December 2014.
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SECTION FOUR

PERFORMANCE AGAINST IDP AND CITY SCORECARD

BSC

201213

201213

o012

Pers_pé_c_tiye C.)bje(_:tfve | KPI SRR .:. | . -'_.'-"Ta_r_get : | Actual - | Actual E
- i ool ' oo Achievement | Achievement
. . Profit before tax, before
F_:na_n‘CIaI bad debt provision and R1,602b R1.8840 R1.591b
viability COJ service fee
Fi - Total BBBEE
Inancia rocurement recognition 0
Perspective gpent o Qua]ifygi}ng o 114.00% Not ggrzcore
Procurement Small Enterprises ¢
Spent Exempted Micro
Enterprises
Total BBBEE Not on score
procurement recognition 75% 93.00% card
spent from all suppliers
Product guality o i th drinki
ompliance with drinking o 5
water quality standards 99% 59.90% 87.70%
Water burst Restored
within 48 hours as a ratio 1% 88.67% 88.79%
Reliable of jobs completed
services Sewer blockages cleared
within 24 hours as a ratio 95% 96.39% 94 1%
of jobs completed
:v:;ig :Jku;':;tlsg tr?]er 100km of 304 298.72 301.42
Customer Effluent Quality 97% 95.% 96.95%
Protection of -
the Waste water effluent spills 300 614 446
environment 384.30
Sewer blockages per
100km of network length 370 418.60
91.23%
Informal Household with o 5 ’
Access to access to water -LOS1 98.05% 98.10%
Basic services
Informal Household with 81.23%
access to sanitation- 91.40% 91.48%

LOS1
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"BSC

201213

201213

2011112

Perspective | - Obiective KPI Target | = Actual |Actual
e s G ~ . 'Achievement | Achievement
Resource Volume of bulk water Not on score
Management supply reduced from 90 000 12583 card
previous year's annual
water demand
Electricity costs at 363 341.88 346
WWTW
Unaccounted for water 30% 28,9% 30.3%
(UFW) ?
0 tional
ogt?,fi;:ﬂon UFW in Metered Areas 27% 28,5% 27.56%
UFW in Un-metered 379% 29,9% 37.96%
Areas o
Number of functioning 81923 62.
104 842.00
meters installed in Soweto
{Cumulative)
Internal : -
Processes Expenditure on capital 95.00% 97.34% 99.60%
budget e
Asset -
Management ; FPhase 4a:
g Completion of phase 4 of Deployment of | 93 50 Target
the asset management integrated ~Hf 7o Achieved
plan system
Operational s .
o Disabling Injury Incidence
Resil
esflience Rate (DIIR) 12 145 0.94%
Resolved matters raised
External Audit | by the Auditor General on 100% 82.00% Not on score
audit of previous year card
Employee retention within o o 98.14%
Learning Develop the organisation 97% 98.73%
and Growth | Human Capital i i
P Total training expenditure 1.37% 1.43% 1.27%

as ratio of total payroll
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SECTION FIVE

ASSESSMENT OF ARREARS ON MUNICIPAL TAXES AND SERVICE CHARGES

5.1 Assessment of Municipal Taxes and Service Charges owed to the entity

Detail

0-30 days

31-60 days

61-90 days

91-120 days | 120& over

Toftal

Debtor's
Age
Analysis by
income
source

R1,034m

R33%m

R241m

R249m R5,171m

R7,034m

The total debtor's amount of R7,034 million of which 100% relate to the debtors managed by the
City. The accumulated provision for bad debts amounts to R5 323 million or 76% of the
accumulated debtors.

5.2 Amounts owed by entity for service charges

Name of Entity | Amount Owed | Status Comments
Johannesburg R60 233 353,61 | Amount Confirmed inter company with
Water provided for in | shareholder and will pay in

the
books

entity’'s

201372014,

5.3. Assessment of Directors’ and senior managers' municipal accounts*

Name of | Designation | Name of | Municipal Comments
Director/Senior Municipality Account
Managers Name/
Number
RW Buys Independent City of 202467101 Property sold 28
member  of | Johannesburg February 2011.
Audit Account yet to be
Commitiee transferred to new
owner
V Mokwena Independent City of 504973087 Debt
member of | Johannesburg acknowledgement
Audit and entered in
Committee payment plan
J Mateya Non executive | City of 505455514 Account in
director Johannesburg dispute
E Chikonyora Senior City of 404252437 Account In
Manager Johannesburg dispute. Debt
acknowledgement
and entered in
payment plan
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SECTION 8IX

STATEMENT ON AMOUNTS OWED BY GOVERNEMENTDEPARTMENTS
AND PUBLIC ENTITIES

Name of Amounts owed Account Status Comments

Department

DWAF R 2000.00 Overdue Account in dispute
Transnet R 349.00 Current Current

Gauteng R21 000 000,00 More than 120 days overdue | Department not responding
Education to reminders

Department

SECTION SEVEN
RECONMMENDATIONS AND PLANS FOR THE NEXT FINANCIAL YEAR

JW FUTURE CAPITAL BUDGET {2014-2016)

CoJ Mayoral Committee Lekgotla of February 2013 has resolved to adopt a three year budgeting
process which is in line with National Treasury Medium Term Expenditure Framework (MTEF). JW
in the coming three years has been allocated a total of R 3,5 billion for capital program starting
with R 1,0 billion in 2013/14 financial year. JW main capital expenditure programs will focus on
Waste Water Treatment Works, Pipe Replacement and Upgrades and construction of reservoirs.
Table below shows JW MTEF capital budget in detail for the coming three years.

JW Capital Budget
R’000

2013/
41

201511
1538 761

020 283 1091 585

Johannesburg Water co-production strategy has identified 7 programmes that are aimed at
creating decent jobs within the City of Johannesburg. Table below shows the detailed
programmes, targets and time line with regard to decent jobs that will be created. Co-production
initiative has two focus areas being creation of decent and sustainable jobs and SMME’s
development.

JW Co-production Program

SMME's Development (Pipe 50 SMME's to be appointed June 2016
Replacement Program)
{10 SMME's to be accredited 4
CE by end of programme)

17 SMME's to be appointed

SMME's Development {(Water 12 SMME's to be
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and Sewer Maintenance)

Master Plan

appointed by the
beginning of 2014
SMME's Development 142 SMME's to be CIDB December 2014
{Retrofitting and Leaks accredited
Repairs)
Re-Blocking Re-blocking Master Plan June 2014
Creation of Permanent Jobs A total of 103 permanent jobs to | June 2014
(Metering, T-Code and be created
Construction Team
Supply of Composting to Distribution of Compost to June 2014
NGQO's Registered Agricultural NGQ's
Rain Harvesting Master Plan Urban Rain Water Harvesting 2016

CORRIDOR OF FREEDOM

Cod has pricritised three corridors of freedom (Empire-Perth, Louis Botha and Turffontein) as a
development focus areas. The intention of this program is to address the imbalances of the past
where labour force resides far away from the work place and to ensure a sustainable human
settlement is achieved with all required amenities for the resident. Through Corridor of Freedom
development program, various programs will be co-ordinated whereby public transport will be key
in transporting people to work and various destinations of their choices.

In support of Corridor of Freedom development, JW has planned capital infrastructure project to a
total value of R1,048 billion in the coming three years which consist of water and sewer
infrastructure. Table below detail budget allocation per corridor.

Empire- Perth 227 000 150 000 377 000
Louis Botha 147 000 23 000 170 000
Turffontein 324 000 177 000 501 000
‘Total == 20698000 1350000 1:048:000

7 M
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CHAPTER FOUR

HUMAN RESOURCES & ORGANISATIONAL
MANAGEMENT
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SECTION ONE

HUMAN RESOURCE MANAGEMENT

Overview

During the 2012/2013 financial year the Company consolidated the implementation of a number of
human resources policies. The productivity management system was bedded down in the Networks
Division and progress was made with the identification of effectiveness improvement opportunities
and the bedding down of the initiatives. The system of providing for salary progression subject to
performance is still in place and is a stabilising factor in so far as industrial relations as well as
retention of scarce skills are concerned. Similarly the Specialist Career Grade which provides for the
progression by certain professional groups of staff within the grade subject to the achievement of
certain targets related to their professional development is gaining momentum. The Engineering
Capacitation Program also confributed to the professional registration of engineers with the
Engineering Council of South Africa (ECSA).

The Company granted general salary increases for the 2012/2013 financial year in line with those
negotiated at the South African Local Government Bargaining Council. This provided for an increase
of 6.5% across the board with effect from 1 July 2012 and a further 0,5% with effect from 1 January
2013. This is part of a three year wage increase agreement that provides some assurance of stability
in the industrial relations environment.

The past year also focused on the entrenchment of core ieadership practices and skills: the alignment
of training to deliver the training of the technical staff. Reviewing of certain policies and practices to
entrench employee value proposition and expanding the pool of females in the business thereby
ensuring gender diversity, strengthening the employee wellness programme; the rolling out of
internships, bursaries, subsidised education programmes and other skills development initiatives and
refining the recruitment and selection processes.

Challenges experienced were a shortage of technical skills in the market with the associated risk that
economic activity recovery will make the Company a target for recruitment agencies raiding its scarce
skill pool that is being created via the various training and retention strategies. This fear proved
unfounded and the actual attrition at all levels was below the target of less than three percent.
Analysis of Statistics and Employee Benefits

Staff Complement

As at 30 June 2013 the Company employed 2469 staff members in the operational areas listed
below.
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Table 1

Number of Employees per Operational Area

Total -~ - | Vacancies

L e s o Positions ool
Personnel Area - S - S e o filled e - :
Managing Director's Office 3 0
Capital Projects & Infrastructure 90 49
Operations 19 8
Operations Networks 1630 118
Operations Bulk Wastewater 263 37
Operations Support 128 25
Operations Monitoring & Evaluation Unit 8 2
Communication and Stakeholder Relations 20 3
Company Secretariat 13 5
Human Resources (inclusive of Bursars & Learners) 81 13
Contracts and Fleet 17 0
Corporate Services 12 1
Finance 26 7
Information Technology 20 2
Supply Chain Management 17 2
Meter Reading 109 36
Internal Audit 11 2
Risk and Compliance 2 1
GrandTotal -~ .. . o S 2469 314

It must be mentioned that of the total of 314 vacancies at least 90 are newly created positions in the
areas of meter management and pipe-laying. This type of work was previously allocated to
contractors or not given direct priority and will henceforth be handles with own resources.

Age Distribution

The age distribution of Johannesburg Water (JW) employees is as per Table 2 below. The relatively
high number of employees above the age of 50 presents a challenge for effective succession
planning, specifically in the technical skills area where a high percentage of employees are above the
age of 50. Research indicates that this is indicative of the labour market and not unique to JW. The
Company is addressing this to an extent with a bursary scheme as well as the roll out of a specialist
grade for engineers and scientists to enable progression as specialists. |t was also possible to in fact
lower the average age fractionally by the employment of younger staff. The situation is not regarded
as critical.
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Table 2

Age Distribution

0 - 20 years

21— 30 years o
31— 40 years 2
41— 50 years 1
51 — 60 years 5
61— 70 years 560
70 and older 1
Grand Total ]

Medical Fund Membership

The Company embarked on an exercise to have all employees join one of the 5 accredited medical
aid funds. The exercise involved subsidising employees without medical fund membership. This
exercise paid dividends with the number of uninsured non members reducing to only 166 as at 30
June 2013. Out of the 166 employees who are non-members, 86 have medical aid with their spouses
and 80 are contractors who are not compelled to join a medical fund.

Table 3
Membership per Fund

‘Medical Aid o
Bonitas Medical Fund 958
Hosmed 569
Key Health 171
LA Health 279
Samwu Med 326
Non-Members 166
Grand Total 2469

Of the 166 Non-members 86 of them are privately covered and the
other BO are contractors

Retirement Funds

The Company participated in seven retirement funds. In terms of the policy only short term contract
employees may be excluded from membership. A project in conjunction with the City of
Johannesburg consolidated the majority of retirement funding arrangements into a defined
contribution dispensation where there are no contingent liabilities for the employer. The fund
established for the purpose of accommodating all employees in the future, the E-Joburg Retirement
Fund, is a defined contribution fund. it will be noted that the majority of employees belong to this fund.
The next largest in terms of membership by Johannesburg Water employees is the City of
Johannesburg Pension Fund (CJPF) which is also a defined contribution fund with no liabilities to the

NS
mmaniie * Annyal Report 2072/13 : Page 60



employer save for the monthly contributions in respect of the Employer Contribution to the fund.
Actuarially there are na liabilities to these funds over and above the monthiy contribution.

Table 4

Retirement Fund Membership

[Pension Fund

City of Johannesburg Pension Fund 475
e-Joburg Retirement Fund 1713
Joint Municipal Pension Fund 15
Municipal EE Gratuity 136
Municipal Employee Pension Fund 51
National Fund For Municipal Workers 1
Non-Members (short term contract employees) 78
Grand Total 2469

Table 5
Trends on Total Personnel Expenditure
Year Total Payroll Total Percentage | T&D spent as
Expenditure Operating compared fo | % of Total
000 Expenditure Operating payroil cost
000 expenditure

201213 699 073 2 699 468 25.9% 1.43%
201112 632 565 2489 521 25.4% 1.52%
2010/11 574 102 2127785 26.9% 1.74%
2009/10 595 169 2033 410 29.3%
2008/09 537 303 1915 966 28.0%

Arrear Moneys owed to the Entity by staff and Non Executive Directors

As far as money owed to the entity by its staff is concerned, the entity does not allow loans to
employees. However instances do occur where employees may be overpaid and such overpayment
is then recovered over a period of time in terms of sound labour practice. The subsidised education
scheme, which provides for bursaries to employees, results in default by recipients who do not
complete their studies and who have to repay study fees and study leave taken, in instaiments.
Finally a few instances where employees change their medical fund category and plan and have to
pay arrears contributions oceur.

The total outstanding amount in respect of the above is R137 208.07 as at 30 June 2013.
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SECTION TWO
EMPLOYMENT EQUITY

The Company continues to advocate a barrier free environment for all its employees with more
emphasis on designated group such as females. This is evident in the policies and process that have
been implemented in the financial year. Guidelines to accommodate pregnant women were
approved. The guidelines supplement the work that had already been done to accommodate female
employees by building and enhancing ablution facilities

A disability audit was undertaken in 2012 and currently the Company is addressing the needs of
employees with disabilities to ensure that they are not discriminated in performing their work.

The Company has not restricted itself to only achieve the Employment Equity (EE) target; the
objective is to entrench a culture of diversity in all our programmes, projects and policies. The
diversity programme is currently being rolled out to capacitate all employees on diversity awareness,
understanding and valuing diversity. Further to that Managers will be trained on how to manage
diversity in their teams. This will have an impact not only in organisational transformation but team
productivity as well.

It should be noted that there are processes in place to ensure that designated groups increase in
those positions that were formerly dominated by non-designated groups. The introduction of special
grades for critical positions as well as educational support for all employees to capacitate themseives
are some of the mechanisms that the Company has implemented to ensure that designated groups
are developed

The distribution as at 30 June 2013 was:

Table 6 Demographic Staff Distribution

Category Percentage Male Percentage Female | Total
African 68.81 19.75 88.55
Coloured 2.81 0.94 3.75
Asians 0.45 0.98 1.43
Whites 5.29 0.98 6.27
Total 77.36 22.65 100

Although the Company has done well in improving the recruitment of females and people with
disabilities challenges are still experienced in employing more female staff and people with disabilities
at decision making levels.

As at 30 June 2013 female representation was at 22.65%, this number has increased from the
previous years. There is also an increase in employing people with disabilities, 93 employees with
disabilities were employed as of 30 June 2013, against a target of 43.

All policies of the Company are compliant with EE principles and the Recruitment Policy and
Procedures specifically provide for recognition of the ability to obtain skills and provides for the
assessment of candidates on the basis of a combination of skills, qualifications, experience and the
ability to learn.
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SECTION THREE

SKILLS DEVEL.OPMENT AND TRAINING

As part of its development of engineers, the Company is managing a programme aimed at fast
tracking professional registration for all its engineers with the Engineering Council of South Africa.
Sixty employees are currently registered as candidates and the intention is to provide them with
sufficient practical experience to enable them to register as professionals. One refired engineer is in
place to provide mentorship and skills transfer. A total of three engineers obtained professional
registration during the year bringing the total number of registered engineers in the company to
seventeen.

In order to supplement the skills pipeline and enhance service delivery and as part of a social
responsibility initiative, the Company has an on-going bursary and internship scheme. There are
currently ten bursars in the civil engineering field and two bursars in other disciplines. Four civil
engineering graduates were appointed from 01 January 2013 as trainee Technicians while one
graduate was appointed as a trainee Engineer. In addition, one-year internships have been provided
to twelve graduates in various disciplines as part of the Company’s social responsibility initiative.

The Leadership and Coaching Programme for senior and executive management was rolled out to a
second group of participants starting in January 2013. This group wili complete the programme in
May 2014,

The total number of staff trained for the 2012/2013 financial year was 941. These interventions
included compliance, work specialization and transversal skills training. With regard to Subsidized
Education: 18 new applications were approved for 2012/2013. The fields of study included
Engineering, Human Resources and Commerce.

The Work Place Skills Plan 2012/2013 has been successfully implemented and the relevant report
submitted to the ESETA. The skills priorities for Johannesburg Water are varied but mention ust be
made of the technical training solution that provided for the training of 149 employees in the areas of
servicing of Pressure Release Valves, Pressure management and Basic design of water reticulation
systems. These interventions were recognized in that the Company was awarded second place in
the 2013 Water Conservation and Water Demand Management Sector Awards in the category of
L ocal Government: Metropolitan Municipalities.

SECTION FOUR

SUCCESSION PLANNING AND RETENTION

Succession Planning

Towards the end of 2007, the Board approved the adoption of a succession planning policy in line
with the Company's talent management strategy. The overall objective of the talent management and
succession planning process is to facilitate a structured identification and growth of employees as well
as aid the retention of talent and in the process create and strengthen the talent pool of the Company.

In Johannesburg Water succession planning is carried out by four functional talent forums as well as
the MD's talent forum. In the past year, 21 talent forum meetings took place. The talent forums
identify key or critical positions at all levels for which succession planning is considered important.
Succession plans which identify individuals as well as their competency gaps are drawn up and the
identified individuals sign a succession planning agreement whereby they acknowledge being part of
the succession planning process. Succession planning in Johannesburg Water is not specifically
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linked to EE targets as it is the view that all employees should be given the opportunity to be
developed. However, succession planning does not guarantee automatic selection and promotion
and the normal recruitment process, which is linked to EE fargets, is adhered fo.

Employee Retention Scheme

Employee retention is measured in terms of one Balanced Scorecard target, namely 87% retention of
all staff. The year to date total as at 30 June 2013 for all staff is 98.73 (a positive variance of 1.73%).
Retention is also measured for scarce skills, i.e. engineers and artisans and for the year the retention
was at 98.29%.

There are a number of projects and interventions aimed at supporting the retention of skills. There
are currently 60 engineers on the Engineering Capacitation Programme where the intention is to
provide these candidates with the necessary experience and support to enable them to register as
professicnal engineers, technologists and technicians with the Engineering Council of South Africa.
Linked to this in part, is the Specialist Career Grade which was launched in January 2009 as a pilot.
This project is aimed specifically at engineering and scientific staff and provides the opportunity for
these employees to advance up the grading hierarchy and remain in their fraditional fields without
having to apply for managerial positions. Professional registration is one of the criteria for movement.

Exit interviews provide a mechanism for the diagnosis of underlying causes of problems, e.g. high
turnover. In Johannesburg Water exit interviews are conducted with all employees who voluntarily
leave the Company and the reasons for these resignations are reported. Where specific problems
are identified these are addressed through tailored interventions. In addition, entrance interviews are
conducted with all new employees as part of the on boarding process to enable them to provide
feedback on company processes (e.g. recruitment, induction) and to identify and resolve problems
that could lead to the employee exiting the Company prematurely.

In terms of the Companies’ remuneration practices there is provision for salary progression through
the salary band based on a combinaticn of time in the Company and performance where performance
is the gate keeper. The Company tracks the 50" percentile of the market as its midpoint and whilst it
is accepted that it cannot compete on salary with the top end of the market there is provision for
counter offers for employees that resign and who are deemed critical to service delivery.

Finally through the regular tracking of employee satisfaction levels by way of surveys the Company is
able to assess if there are problem areas that will affect satisfaction levels and possibly lead to
resignations. The latest satisfaction survey was conducted as part of the City of Johannesburg and
the Municipal Entities and the satisfaction levels were satisfactory and above the norm when
compared to peers.
SECTICN FIVE

HIV/AIDS IN THE WORKPLACE
JW has determined that Human Immuno Virus (HIV) and Acquired Immune Deficieny Syndrome
(AIDS) have an impact on the following areas: operations, supplier risk, legal risk and health risk. JW
has adopted the following core principles as a basis for its HIV and AIDS policy:
» Continuously assess the risks posed by HIV and AIDS on the business;

o Limit the number of new infections among employees;

e Ensure employees living with HIV and AIDS are aware of their rights and that their rights are
respected and protected;
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= Provide care and support to employees living with HIV and AIDS.

HIV and AIDS Structures

JW has established an Employee Wellness Unit, which is, inter alia, crafting strategies and
programmes designed to address HIV and AIDS challenges. To this end the Company buys into the
strategies adopted by the City of Johannesburg and participates in the interventions at that level as
well as developing its own supplementary programmes. The Company has 65 peer educators, who
are fuli-time employees and who have shown passion and a willingness to assist their HIV positive
colleagues to ensure that HIV positive employees receive care and support in the work environment.

Prevalence rate and Knowledge, Attitude and Practice (KAP) Surveys

The Company has on a yearly basis commissioned HIV Counselling and Testing (HCT) campaigns
for its employees through external services providers.

The HCT Campaign seeks to achieve the following:

¢ To mobilise employees to know their status.

¢ Serves as a gateway for both HIV prevention and for early access to treatment care and
support.

s+ Reduce the risk of HIV transmission to future children and pariners by increasing the
incidence of health seeking behaviour.

The HCT services were conducted at the 22 company work sites during the year. Qut of 2400
employees 716{29.8%) participated in the HCT campaign during November 2012. HIV prevalence
within the 716 participants who were tested was 4.5% (32 out of 718).

Six hundred and forty eight (648} employees participated in HCT In May 2013. HIV prevalence within
648 participants who were tested was 1.8% (12 out of 648).

Awareness of the Disease
Education

An on-going education programme has been initiated to build on the awareness programme. The
programme set out in the first place to train peer educators, who then began providing HIV and AIDS
education to all staff on an on-going basis. Peer educators received training on lay counselling, grief
management, company benefits, first aid and treatment of workplace injuries. The programme is
judged to be successful. The interventions that included formal sessions, peer educator workplace
sessions and door to door campaigns where each individual was visited ensured that on average
each employee had access 1o five sessions during the year. The peer educators received training on
monthly basis in order to be kept abreast about the current trends and developments of HCT. The
peer educators are also responsible to stock and display free condoms in all the male and female
toilets on regular basis.

World Aids day interventions on a centralised level concentrated on education and knowing ones
status and at least 1500 employees atiended the session on 1 December.

The Company does not provide medication {ARV) but instead provide subsidised access to medical
funds to all employees thus ensuring that all have access to managed care if required. HIV is
categorized as Prescribed Minimum Benefit (FMB) condition by the Council for Medical Schemes.
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This is beneficial to the employees because once they have registered as chronic patients they will
not run out of medication funds.

Apart from the above interventions that are aimed at the HIV and Aids risk the Company also offered
an Employee Assistance Programme service to employees and their spouses. This provides
counselling for any issue that could impact on the employee psychoiogically. Furthermore the
Company offered the usual wellness services where annual screening was offered in conjunction with
the medical funds fo identify illnesses and risk related to weight, hypertension and diabetes to name
the most prevalent areas assessed. The uptake of the gymnasium membership has remained steady
but can improve. This is an integral part of the wellness solution.

SECTION SIX
EMPL.OYEE BENEFITS

The company is a participating employer in a number of retirement benefit schemes through which
the City of Johannesburg Metropolitan Municipality (CJMM) and its associated Municipal Owned
Entities provide post-employment benefits to all their permanent employees through four defined
contribution funds and seven defined benefit funds. The following funds provide pension benefits for
the Companies’ employees:

Defined Contribution Funds:

E-Joburg Retirement Fund
Municipal Employees’ Gratuity Fund
Municipal Gratuity Fund

National Fund for Municipal Workers
City of Johannesburg Pension Fund

Defined Benefit Funds:
s Joint Municipal Pension Fund
= South African Local Authorities Pension Funds {the Company withdrew from this fund and this
is subject to a legal process. It involves only a minimal number of employees.)

In the case of these funds, the contributions paid have been expensed as required in terms of the
Pensions Fund Act, Section 13A

Generally speaking the funds are all in a healthy state of funding.
Performance Management

As indicated in the policy, the performance indicators are linked to the Company's strategic objectives
and mayoral thrusts. The BSC approach is the method used for target setting and measurement.

All employees were reviewed after the financial year end as provided for in the policy and it is the
view that this process was better than last year in so far as the quality of the reviews are concerned.

The outcomes of the performance management system is identification of needs for future iraining,
the payment of small percentage bonuses and salary progression increases based on performance.
These payments are provided for both as a budgeted item as part of payroll expenditure
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SECTION SEVEN

SUPPLY CHAIN MANAGEMENT AND BROAD BASED BLACK ECONONMIC EMPOWERMENT

Johannesburg Water's supply chain managemernt policy continued to be implemented as required by
the relevant legislation and the entity's policy prescripts. To ensure compliance with the policy
objectives outlined by National Treasury, the entity's supply chain activities were implemented in
alignment with the Municipal Finance Management Act (MFMA), the Preferential Procurement Policy
Framework Act (PPPFA), Broad-based Black Economic Empowerment (BBBEE), Construction
Industry Development Board (CIDB) and their accompanying regulations. Accordingly the following
processes and systems in the supply chain management unit are in place:

A vendor database consisting of accredited service providers to request quotations for
purchases below the R200 000 threshold, which continues to improve purchasing throughput

A three stage bidding system which comprises of a bid specifications, bid evaluation and bid
adjudication committees to ensure all tenders and contracts above the threshold of R200 000
are processed in a competitive, tfransparent and fair manner.

A contract management system to manage and administer framework contract terms and
conditions, including cost overruns.

Contractor performance processes to manage contractors who perform poorly. Accordingly,
no significant contractor performance matters are outstanding, while poor contractor issues
identified have been resclved with no impact on service delivery

Procurement mechanisms to identify and prevent any possible confiict of interest including
awards to persons in the service of the state

During the year under review, the following performance achievements in the supply chain
management and empowerment processes were realised:

Overall total procurement commitments (i.e. awards) were R1.390billion with a BBBEE
achievemeni of R1.376billion, which equates to 99% against a target of 90%. From the total
awards made, the entity has proportionally awarded 93% of its procurement above the value
of R200 000 via the bid committee system and only 7% was committed via the request for
quotation process for purchases below the R200 000 threshold.

The entity experienced no legal challenges from the public in respect of any of the tenders and
contracts awarded during the year.

Total overall actual procurement spend based on paid invoices was R313million of which
R289million or 92% against a target of 75% was with service providers who were BBBEE
compliant. DTI's national compliance target is 70%.

Total actual procurement spend based on paid invoices with small medium and micro
enterprises (SMMEs) was R151million which equates to 48% of the total spend. The DTI
Codes of Good Practice classifies SMMEs as exempt micro enterprises with a turnover of less
than R5m and qualifying small enterprises with a turnover of between R5m — R35m.

The entity achieved a percentage recognition spend with small medium and micro enterprises
of 115% against a target of 60%. DTI's national compliance target is 20%.
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o In support of the empowerment of black women and black youth, the entity made 20 awards to
black women and 10 fo black youth owned enterprises with procurement amounting to
R168millian and R70million respectively.

o The entity's contractor development program continued to provide non-monetary support to
emerging contractors to improve their construction industry development board grading levels,
provision of procurement opportunities and business skills in areas such as value added tax,
small business tax, income tax and pay as you earn, SCM policy prescripts including the
recently gazetted PPPFA regulations on local content procurement.

e In accordance with the DT| Codes of Good Practice on BBBEE and based on an independent
opinion by an accredited verification agency, the entity maintained its BBBEE contribution
level b status

e Anpyal Report 2012/13 Page 68



CHAPTER FIVE
FINANCIAL PERFORMANCE
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SEE ANNEXURE 1
FINANCIAL STATEMENTS
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CHAPTER SIX
AUDITOR-GENERAL AUDIT FINDINGS




SECTION ONE
AUDITOR-GENERAL’S REPORT FOR THE CURRENT YEAR

The Constitution S188 (1) (b} states that the functions of the Auditor-General includes the auditing
and reporting on the accounts, financial statements and financial management of all municipalities.
MSA section 45 states that the results of performance measurement... must be audited annually by
the Auditor-General.

Refer to the Annual Financial Statements set out in Chapter 5 for the year that ended 30 June 2013
and the audit of performance and the production of reports on these matters by the Auditor General
as set out in this Chapter.

n 2012 the audit qualification read as follows: “Differences were identified between the billing data
and the source data relating to meter readings without complete audit evidence fo support the
differences. The municipal entity could not provide sufficient appropriate audit evidence fo confirm the
bases to disregard actual meter readings and use estimates”.

Procedures were implemented between the entity and the revenue and billing department at the City
of Johanneshurg to resolve these differences.

The current year under review resulied in an unqualified audit opinion

Audit Opinion Qualified Qualified Qualified Ungqualified

SECTION TWO
HISTORICAL AUDIT FINDINGS AND REMEDIAL ACTIONS

ANALYSIS OF 2012/13 AUDIT FINDINGS

Matters affecting Audit opinion

important Matters
Administrative Matters
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SECTION THREE

COMMITMENT BY BOARD OF DIRECTORS

The board of directors has satisfied itself that the remedial actions taken or to be taken on matiers

raised by the Auditor-General are adeguate.

M

G Moloi (Chairperson of the Board)

S

\.,rpersoF\ f the Audit Committee

iManage #87616
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Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Directors' Responsibilities and Approval

The directors are required by the Companies Act of South Africa, Act 71 of 2008, to maintain adequate accounting records
and are responsible for the content and integrity of the audited financial statements and related financial information
included in this report. It is their responsibility to ensure that the audited financial statements faily present the state of
affairs of the company as at the end of the financial year and the results of its operations and cash flows for the year then
ended, in conformity with Standards of Generally Recognised Accounting Praclices (GRAP) and in accordance with
directives issued by the National Treasury. The Auditor-General is engaged to express an independent opinion on the
annusl financial statements,

The audited financial statements have been prepared in accordance with GRAP including any interpretations, guidelines
and directives issued by the Accounting Standards Board, the Companies Act of South Africa, Act 71 of 2008 and directives
issued by the National Treasury.

The annual financial statements are based on appropriate policies consistently applied and supported by reasonable and
prudent judgments and estimates. No external party, including the shareholder, has the authority to amend the annual
financial statements after being issued by the company,

In terms of the praject initiated by the City of Johannesburg Metropolitan Municipality during 2008, cerain care functions
that were previously managed by the company wera migrated to the City of Johannesburg Metropolitan Municipality. The
significant functions migrated were the customer call centre function and the management of the billing and credit control
functions in respect of customers that were previously managed by the company. The information technology platform for
billing was changed from Venus to SAP.

Subsequent to the implementation of the project, the company now relies on the City of Johanneshurg Metropolitan
Municipality for the following functions for all its customers:

- Billing

- Cash collection

- Debtors administration

- Call centre management

The migration of functions as it relates to this project is regulated by an agency agreement between the City of
Johannesburg Metropolitan Municipality and the company. The implemented processes and methods of operation are
solely under the control and stewardship of the City of Johannesburg Metropolitan Municipality. This arrangement is
managed In terms of a service level agreement underpinning the agency agreement.

Clause 13.3 of the Agency Agreement with the City of Johannesburg Metrapolitan Municipality states that "The performance
of the Customer Revenue Callection and Customer Ralations Management functions shall be conducted and records
theraof kept by the City of Johannesburg Metropolitan Municipality in such a manner as to ensure that the audited accounts
of the Company are in no way qualified as a result of any act or omission connacted with the execution of the Customer
Revenue Collection and Customer Relations Management functions.

The directors acknowledge that they are ultimately responsible, within their control, for the system of internat financial
cantrols established by the company and place considerable importance on maintaining a strong control environment. To
enable the directors to meet these responsibilities, the board of directors sets standards for Internal control almed at
reducing the risk of error or loss in a cost effective manner. The standards include the proper delegation of responsibilities
within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an
acceplable level of risk. These controls are monitored throughout the company and all employees are required to maintain
the highest ethical standards in ensuring the company's business is conducted in a manner that in all reasonable
circumstances is above reproach, The directors place full refiance on the internal contrals as established by The City of
Johannesburg Metropolitan Municipality in the execution of the Customer Bifling and Revenue Collection and Customer
Relations Management functions. The focus of risk management in the company is on identifying, assessing, managing
and monitoring strategic, operationa! and external risk across the company. While operating risk cannot be fully
eliminated, the company endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and
ethical behaviour are applied and managed within predetermined procedures and canstraints.

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




Johannesburg Water SOC Limited
(Registration number 2000/028271/07)
Audited Annual Financial Siatements for the year endsd 30 June 2013

Directors' Responsibilities and Approval

The diraclore have reviewed the company's cash flow forecast for the year ta 30 June 2014 and, in the light of this review
and the current {inancial position, {hey are satisiied that the company has or has access o adequate resaurces to conlinue
in operstional exisience for the foreseeable future. The approved budget for the ensuing financial year assumes a positive
cash flow. Cash collection will be managed by the City of Johannesburg Metropolitan Municipaiity.

The Auditor-General is responsible fer providing assurance and reporiing on the cempany's annual financial statements.

The sudiled financial staiemenis sel oul on pages 5 lo 59, which have heen prepared on the goinag g
approved by the directors on 27 November 2013 and were signed on their behalf by:

e N

G Moloi (Chairperson) L Dhlamini (Managing Director)

rn basis, wers




Johannesburg Water SOC Limited
{Reqistration number 2000/028271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Directors' Report

The directors submit their report for the year ended 30 June 2013.
1.  INCORPORATION

The company was incorporated on 21 November 2000 and obtained its certificate to commence business on 1 January
2001.

2.  REVIEW OF ACTIVITIES
Main business and operations

The company is engaged in the supply of water services as defined in the Water Services Act, Act 108 of 1997 as well as
the treatment of wastewater and operates principally in South Africa.

The company continues to rely on the City of Johannesburg Metropolitan Municipality for the following functions for all
customers:

- Billing

- Cash collection

- Debtars administration

- Calt centre management

The implementation of the project to centralise the customer call centre, billing and credit control functions in the 2010
financial year has resulted in significant challenges in the performance of all migrated functions. The board of directors
have continued to express their concern to the Shareholder, and have been assured that the challenges are being
addressed, and that appropriate interventions are being implemented by the City of Johannesburg Metropolitan
Municipality.

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

Net surplus of the cornpany was R 812,0 million (2012: R 384,5 million). The company is exempt from income tax with effect

fram the financial year ended 30 June 2007 in terms of Section 10(1)(t} of the Income Tax Act, Act 58 of 1962 as amended.
There is consequently no taxation effect.

3. GOING CONCERN

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

4, DIRECTORS' INTEREST IN CONTRACTS

The diractors of the company did not have any personal financial interest in contracts entered into by the company.

5. ACCOUNTING POLICIES

The financial statements have been prepared in accordance with the effective Standards of Generally Recognised

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




Johannesburg Water SOC Limited
(Registration -number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Directors' Report

6. CONTRIBUTION FROM SHAREHOLDER
Thare were no changes in the authorised or issued share capital of the company during the year,

According to the company's register at 30 June 2013, the Clty of Johannesburg Metropolitan Municipality hald 100%
af the ordinary share capital of the company.

7. BORROWING LIMITATIONS

In terms of the sale of business agreement, the company requires the approval of the shareholder in instances where the
borrowing is to be secured by the hypothecation of the assets of the campany.

8. NON-CURRENT ASSETS
There were no major changes in the nature of nan-current assets of the company during the year.
9. DISTRIBUTIONS TC SHAREHOLDER

No distributions were declared or paid to the sharehelder during the year.

10. DIRECTORS

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

Name Nationality Changes in appointment
G Moloi (Chairperson) South African

L Dhiamini (Managing Directar) South African Appointed 1 October 2012
M Padiaychee {Financial Director) South African Retired 30 June 2013

N Govender South African

J Mateya South African

C Mbili South African

C Motau South African

M Msezane South African

N Skeepers Sauth African

C Tilly South African

| Jacobs South African Retired 23 March 2013

11. SECRETARY

The secretary of the company is G J Luden.




Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Directors’' Report

12. CORPORATE GOVERNANCE

12.1. General

The board of directors are committed to business integrity, ethics, anti-corruption, transparency and professionalism in all
Hs activities. As part of this commitment, the board supports the highest standards of corporate governance and the
development of best practice.

The company confirms and acknowledges its responsibility to total compliance with the Code of Corporate Practices and
Conduct ("the Code") laid out in the King Report on Corporate Govermnance for South Africa 2008, and the Companies Act
of South Africa, Act 71 of 2008. The board of directors discuss the respansibilities of management in this raspect, at board
meetings and monitors the company's compliance with the code on a quarterly basis.

The salient features of the company's adoption of the Code are outlined below:

12.2. Board of directors

The board;

- retains full control over the company, Its policies, sirategies and plans;

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

- Is of a unitary structure comprising:

. 8 non-executive directors, all of whom are independent directors as defined in the Code, and
. 2 executive direclors

12.3. Chairperson and Managing Director
The Chairperson is & non-executive and independent director (as defined by the code). The roles of the Chairperson and

Managing Director are separate, with respansibilities divided between them, so that no individual has unfettered powers of
decision.




Johannesburg Water SOC Limited

{Registration number 2000/029271/07)

Audited Annual Financial Statements for the year ended 30 June 2013

Directors’' Report

12.4. Executive meetings

The directors have met on 5 separate oceasions during the financial year. The directors schedule to meet at least 4 times

per annum. In addition, 3 meetings were scheduled in relation to the nomination of a new financial director.

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

Name Board Audit Human Service Risk  Nomination Socialand  Total
Meetings commitiee resources  delivery and committee committee ethics  meetings
meeting and oversight meeting committee
remuneration procurement
committee  committee
meeting meeting
Total number of meetings 5 7 10 4 4 3 2 35
held
G Molui {Chairperson) 4 - - 1 - 2 - 7
L Dhlamini (Managing 4 7 3 3 26
Director)
M Padiayches (Financial 5 G 10 4 3 3 1 32
Director)
N Govender 5 5 - - 2 2 - 14
J Mateya 5 1 10 - 4 3 - 23
C Mbili 3 7 - - 3 - - 13
C Motau 4 - - 4 - - - 8
M Msezane 3 - g - - - 2 14
N Skeepers 5 - 3 3 2 2 15
C Tilly 5 B - - 3 2 19

12.5. Audit committee

C Mbill serves as chairperson of the audit committee. The committes met 7 times during the financial year to review

matters necessary fo fulfil its role.

In terms of Section 166 of the Local Government: Municipal Finance Management Act, Act 56 of 2003, the City of
Johannesburg Metropolitan  Municipality, as the shareholder, must appoint members of the audit committee.
Motwithstanding the fact that non-executive directors appainted by the sharshaolder constituted the company's audit
committee, National Treasury policy requires the appointment of further members to the audit committee who are not
directors of the company. Three independent members were appointed to the audit committes in compliance with Section
166 of the Local Government: Municipal Finance Management Act, Act 56 of 2003.

The independent members of the audit cammittee are:

K Mdutshane

R Buys

V Mokwena

12.6. Internal audit

The company has an internal audit unit which is operational. This is in compliance with the Local Government Municipal
Finance Management Act, Act 56 of 2003.

- attended 7 meetings
- attended 6 meetings
- attended 6 meetings




Johannesburg Water SOC Limited
{Registration nhumber 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Directors' Report

13. PARENT

The company's parent is the City of Johannesburg Metrapalitan Municipality.
14. SPECIAL RESOLUTIONS

The company did not pass any special resolution during the yaar under review.
15. BANKERS

Amalgamated Banks of South Africa Limited (ABSA) served as the company's bankers until October 2012 and was
replaced by The Standard Bank of South Africa limited.

16. AUDITORS
The Auditor-General will continue in office in accordance with the Public Audit Act, Act 25 of 2004, section 82 of the

Local Government: Municipal Finance Management Act, Act 56 of 2003 and section 90 of the Companies Act of Scuth
Adrica, Act 71 of 2008,




Johannesburg Water SOC Limited
{Reoistration number 2000/02927 1/07)
Audited Annual Fingncial Statements for the vear ended 30 June 2013

Certificate by Company Secretary for the year ended 30 June 2013

Interms of ssction 8B(2)ig) of the Companies Act 71 of 2008 and (he Municipal Finance Management Acl, Act 56 of 2003, |
certify thal, to the best of my knowledge and beliel, the company has lodoed and/or filed, for the year ended 20 June 2013, a0
such returns and nolices as reauired and that 2l such relurns and notices are lrug, carrect and up to date.

GJ Luo"eV(/U

Johannesburg Waler SOC Limited
Company Secretary

Johannesburg
27 November 2013
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Johannesburg Water SOC Limited
(Reqgistration number 2000/029271/07)
Audited Annual Financial $latements for the year ended 30 June 2013

Report of the Audit Committee

We arz pleased 1o present our report for the financial year ended 30 June 2013 as recommeanded by the King [l Repor on
Corporate Governance and Regulation 27 of the Treasury Regulations. The Audit Committee performs its funclions in
accordance with section 94 of the Companies Act of South Africa, Acl 71 of 2008, and has adopted a2ppropriate formal
terms of reference in its Audit Commitiee Charter and has regulzied its afizirs in compliance with this Charer. The Audit
Committee has discharged all ils respensibilitias as coniained therein,

in the canduct of its duties, the Audit Commitiee has, inter alia, reviewed ihe following:

- the efiectiveness of tha internal conirol systems;

. the risk areas of the antily's operations covered in the scope of internal and external audits;

. the adeguacy, reliability and accuracy of financial information provided by management and other users of such
informafion;

. accounting and auditing concerns identified as & result of internal and exiernal audits;

. the entity's compliance wiih legal and regulzatery provisions;

. the effectiveness af the internal audil depariment;

. the aclivities of the audit department, including its annua! work programme, ce-ordination with externat auditors,
the reports of significant investigations and the responses of management lo specific recommendations;

. the independence and objectivity of the external auditors;

. the entity's nan-financial performance as set out in the Business Plan.

In terms of reporting on fruitless and wasteful expenditure, the company complied by completing refurns o the parent
municipality on & regular basis. For the year under review, there was no fruitless and wasteful expanditure,

The Financial Dirsctor appled himszelf well and has managed the Company's financas lo 1he salisfaction of the Commitiee.

The position of the Chief Internal Auditer was vacant for the first nine months of the year. The position was filled in an
aciing capacity during the year which was considerad approprizte. The company has appointed a permanent Chief internal
Auditor, Ms D.M, Shabalalz with effect from 8 April 2013.

Tha Commitlee is of the opinion, based on the information and explanations given by managzment, internal audil
department and discussion with the independenl externaf auditors on the resulis of their audits, that {he internal accounting
controls are adequate io ensure thal the financial records may be relizd upon for preparing the financial statemenis and
accountability for assets and Habilitiss is maintained.

Having considerad the maters set out in secticn 94({B) of the Companias Act of South Africa, Act 71 of 2008 as amendad
by ihe Company Law Amendment Act, the Commitiee is salisfied with the independence and objectivity of the exismal
auditors,

Nething significant, other than reported in the director's report, has come 1o the atiention of the Commitiee to indicate thal
any material breakdown in the functioning of these conirols, procedures and syslems has occurred during the ysar under
review.

The Audil Committee is salisfied thal the financial siatements are based on appropriaie accounting palicies, supporied by
reasonable and prudent judgments and estimaies,

The Audit Commitiee has reviewed the annuaf financial statements for the year ended 30 June 2013 and considers that it

compiies, in-g|l material respects, with the reguirements of the Companies Act of South Africa, Acl 71 of 2008, &s
amendgd, aRd [he Standards of Generally Recoginised Accounting Practices,

Y
W

¢} mbi

Jahannesburg WaterlSOC Limitad
Chairperson of the Audit Committee

Johannesburg
27 November 2013
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REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINCIAL
LEGISLATURE AND THE COUNCIL OF THE CITY OF JOHANNESBURG
METROPOLITAN MUNICIPALITY ON JOHANNESBURG WATER SOCLTD

REPORT ON THE FINANGIAL STATEMENTS
Introduction

1.

! have audited the financial statements of the Johannesburg Water Soc Ltd set out on
pages ... {0 ..., which comprise the statement of financial pasition as at 30 June 2013,
the statemenit of financial performance, statement of changes in net assets, the cash
flow statement, the statemant of comparisen of budget and actual amounts for the year
then ended, and the notes, comprising a surmmary of significant accounting policies and
other explanatory information,

Accounting officer's responsibility for the financlal statements
2,

The accaunting officer Is responsible for the preparaiion and fair presentation of these
financial statements in accordance with Generally Recognised Accounting Practice (SA
Standards of GRAP) and tha raquiremenits of the Municipal Finance Management Act of
South Airica, 2003 {Act No. 56 of 2003) (MFMA), and for such internal control as tha
accounting officer detenmines is necessary to enzble the preparation of financial
statements that are free from matarial misstatament, whether due to fraud or etror.

Auditor-general’s respansibllity

3.

My responstbility is to express an opinion on these financlal statemants based on my
audit. | coenducted my audlt In accordance with the Public Audit Act of South Africa,
2004 (Act No. 25 of 2004) (PAA), the general notlce issuad In terms thereof and
International Standards an Auditing. Those standards require that | comply with ethical
requirements and plan and perform the audit fo obtaln reagonable assurance about
whether the financial statements are frea from material misstatement.

An audit involves peforming procedures to obtain audit evidencs about the amounis
and disclosures in the financial statements. The procedures selected depend on the
auditer's jJudgement, including the assessment of the risks of material misstatement of
the financlal statements, whether due ta fraud or error, In making those risk
assessments, the auditor considars Internal control relevant to the entlty's preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate In the circumstances, but not for the purpose of expressing an opinion
on tha effectiveness of the entity's intemal control. An audit alse includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
financlal statements,

i befleve that the audit evidence | have obtained Is sufficient and approptiate to provide
a basls for my unqualified audit opinion,

Opinion

8.

In my apinion, the financial statements prasent falrly, in all material respects, the
financial position of the Johannesburg Water SOC Ltd as at 30 June 2013, and its
financlal performancs and cash flows for the year then ended In accordance with South
African standards of GRAP end the requirements of the MFMA.

12



Report of the Auditor General

Emphasis of matters
7. | draw attentlan to the matters below. My opinion is not modified In respect of these
matters.

Restatement of corresponding figures

8. As disclosed in note 37 to the financial statements, the corresponding figures for 30
June 2012 have been restated as a result of efrors discovered during the yeer ended
30 June 2013 in the financial statements of Johannesburg Water SOC LTD at, and for
the year ended 30 June 2012.

Material losses

8. As disclosed in note 23 to the financial statements, matarial losses amounting to
RB20 600 000 (2012:R769 300 000) were incumed as a resuit of water distribution
losses, which represent 28,9% (2012: 31 12%) of total water available for sale.

10. The total level of physical losses of water ameunted to R380 004 152, (2012:
R374 BOS 820). The total level of commercial losses amounted to R431 596 847 (2012
R&11 100 3486) and are due fo non-metaring of water and unauthorised consumption.

Materlal impairment

11. As disclosed in note 11 to the financlal statements, material Impairments to the amount
of RS 322 618 000 (2012: R5 360 647 000) reprasenting 76% (2012: 78%) of consumer
dehtors were Incurred as the recoverability of these amounts are doubiful,

Additionzl Matters
12. | draw attention {o the matter below, My opinion Is not modified in respect of this matter:

Unaudited supplementary schedules

13. The supplementary Information set out on pagss ... to ... does not form part of the
financial statements and Is presented as additional Infarmation. | have not audited these
schedufes and, accordingly, | do not express an opinlan thereon.

Other reports required by the Companies Act

14. Ag part of our audit of the financial statements for the year ended 30 June 2013, | have
reed the directors’ report, the audit commities's repart and the company secretary's
certfficate for the purpose of determining whether there are materal inconsistencies
between these reporis and the auditsd financial statements. These reports are the
responsibifity of the respective preparers. Based on reading these reports | have not
identiflad material inconslstencies between the reporis and the audited financial
statements. | have not audited the reports and accordingly do not express an opinion on
them.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

1B. In accordance with the PAA and the general notice issued in terms thereof, | report the
following findings relevant to perfarmance 8gainst predetermined objectives, caompliance
with laws and regulations and intemal control, but not for the purpose of expressing an
opinion.

Predetermined obfectives

16. 1 performed procedures to obtain evidence about the usefulness and rellability of the
infarmatlon in the annual performarnce report as set out on pagss ... 1o ... of the annual
rapart.

17. The reporied performance against predetermined objectives was evaluated against the

13



Report of the Auditor General

overall criteria of usefuiness and rellability. The usefulness of information in the annual
perfarmance report relates to whethar it [s presenied In accordance with the National
Treasury's annual reporting principles and whather tha reparted performance Is
cansistent with the ptanned objectives. The usefulness of information further relates to
whether indicators and targets are measurabls {L.e. well dafined, verifiable, specific,
measurable and time bound) and relevant as required by the National Treasury
Framewark for managing programme performance information.

The reliability of the Information in respect of the salected objectives is assessed to
determine whether it adayuately reflects the facts {Le. whether it is valid, accurate and
complete),

18, There were no material findings an the annual performance report concerning the
usefulness and reliability of the information.

Additional matter
18. | draw attentlon to the following matter below. This matier doas not have an impact on
the predetermined objectives audit findings reportad above:

Achlevement of planned targets

20, Of the total number of 24 targets planned for the year, nine were not achieved during
the year under the review. This represents 37% of total planned targets that were not
achleved during the year under review. This was mainly due to the fact that indicatars
and targets were not suitably developed during the strategic planning process.

Compliance with laws and renulations

21, | performed procedures to obtain evidence that the entity has complled with applicable
laws and regulations regarding financlal matters, financlal management and other
related matters. My findings on material nan-compliance with specific matters In key
applicable laws and regulations, as set out in the general notice issued in terms of the
PAA, are as follows:

Annual financial statements

22, The financief statements submitted for auditing were not prapared in all material
respects n accordance with the requirements of saction 4 22(1) of the MFMA. Materiat
misstatemeants in respect of revenua, recelvables, interest on ovardue accounis and
capital commitments were identified by the audltors In the submitted financial
statements and were subsequently corrected, resulting in the financlal statements
recelving an ungualified audit opinion.

Revenue management

23. An adequate management, aceounting and information system was not In place which
recagnised revenus when i was earned, 23 raquired by section 64(2) () of the MFMA.

24. Revenue received was not always reconciled on a weekly basls, as required by section
64(2) of the MFMA.

Internal control

25, | considered Internal control relevant o my audit of the financial statements, annual
performance report and compliance with laws and reguiations, The matters reported
below under the fundamentals of internal control are Nmited to the significant
deficlenclas that resulted in the findings on compliance with laws and regulations
included in this report.
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Report of the Auditor General

Financial and performance management

26. Management did not implement proper recard keeping in a timely manner to ensure that
comyplets, relevant and accurate information Is accessible and available to support
financial and performance reporting.

27, Non-compliance with laws and regulations could have been prevented had compliance
with laws and regulations been properly reviswed, monfiorad and addressed in a timely
manner.

Auclior- Gengral

Johannesburg

30 November 2013

AUDITOR-SENEIR AL
SDUTH AFRICA

Audiling 1o build public confidence
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Johannesburg Water SOC Limited

{Registration number 2000/02927 /07)

Audited Annual Financial Statements for the year ended 30 June 2013

Statement of Financial Position as at 30 June 2013

Figures in Rand thousand Note(s) 2013 2012
Restated
ASSETS
Current Assets
inventories 5 47 556 44 223
Trade receivables with group companies 6 - 143
Loans to shareholder 7 277 661 145127
Other receivables 10 12 437 8447
Consumer debtors: Exchange transactions 11 1712 300 1420 699
Cash and cash equivalenis 13 26 26
2 049 980 1618 665
Non-Current Assets
Property, plant and equipment 3 6757 279 5881 879
Intangible assets 4 29 845 36 557
6787124 6 018 436
Total Assets 8 837104 7637101
LIABILITIES
Current Liabilities
Trade payables with group companies 6 11 559 5254
Loans fram shareholder 7 713 560 436 525
Finance lease obligation: Shareholder a 1783 1286
Finance lease obligation: Other 9 1641 712
Trade and other payables from exchange transactions 17 1 627 857 1451 941
Provisions 18 15 D80 13 800
2371 480 1909 518
Non-Current Liabilities
Loans from sharehaolders 7 2 480 548 2540772
Finance lease obligation: Shareholder 8 5262 5613
Finance lease obligation: Other g 1783 1337
Retirement benefit obligation 15 94 340 87 200
Unspent conditionat grants 16 499 1481
2562 432 2 636 403
Total Liabilities 4933912 4 545 921
Net Assets 39031982 3091180
NET ASSETS
Contribution from sharsholder 14 1 1
Accumulated surplus 3903191 3081179
Total Net Assets 3903 192 3051 180
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Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Statement of Financial Performance

Figures in Rand thousand Note(s) 2013 2012
Restated

Revenue from exchange transactions 20 5871 969 5146 507
Cost of sales (2839333) (2465733)
Gross surplus 3032636 2680774
Other income 21 325192 262 195
Revenus from non-exchange transactions 22 379 565 219 563
Operating expenses (2699 468) (2 548 B46)
Operating surplus 24 1037925 613 686
Interest revenue 29 69174 &7 545
Finance costs 30 (295 087) (306 726)
Surplus for the year 812012 364 505
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 3¢ June 2013

Statement of Changes in Net Assets

Nate(s) Share capital Accumulated Total net

Figures in Rand thausand surplus assels
Balznce at 01 July 2011 previously reported 1 3000490 3 000 421
Restatement 7 (273 816) (273 816)
Balance at 01 July 2011 - restated 1 2726674 2726675
Surplus for the year - as restated 364 505 364 505
Balance at 01 July 2012 restatad 1 3091179 3081180
Surplus for the year 812012 B12012
Balance at 30 June 2013 1 3903191 3903192

Note(s)

i4
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Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Cash Flow Statement

Figures in Rand thousand Note(s) 2013 2012
Restated
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Cash receipts from customers 5611383 497 219
Interest revenue 29 60 174 57 545
5 680 557 4974 764
Payments
Cash paid to suppliers and employees (4704 540) (4171 764)
Finance costs 30 (295 087) (306 726)
(4999627) (4478 490)
Net cash flows from operating activities 32 680 930 496 274
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 3 (742 276} (543 450)
Proceeds from disposal of property, plant and equipment and intangible assets 384821 211 1868
Purchase of intangible assels 4 (4 B63) (8 755)
Net cash flows from investing activities (746 728) (550 337)
CASH FLOWS FROM FINANCING ACTIVITIES
Net movement in loans with sharehaolder 7 654 277 45118
Net movement in Finance lease obligation: shareholder 146 G 899
Net movement in Finance lease obligation: other 1375 2049
Net cash flows from financing activities 65 798 54 064
Net increase/(decrease) in cash and cash equivalents - 1
Cash and cash equivalents at the beginning of the year 26 25
Cash and cash equivalents at the end of the year 13 26 26
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Statement of Comparison of Budget and Actual Amounts

Johannesburg Water SOC L

(Registration number 2000/029271/07)
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.1

Basis of preparation

The audited financial statements have been prepared in accordance with the effective Standards of Generally
Recognised Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the
Accounting Standards Board, the Local Government: Municipal Finance Management Act, Act 56 of 2003, and the
Companies Act of South Africa, Act 71 of 2008.

The annual financial statements are based on appropriate accounting policies consistently applied and supported by
reasonable and prudent judgements and estimates. Accounting policies for material transactions, events or
conditions not covered by the GRAP reporting Framework, have been developed in accordance with paragraphs 7,11
and 12 of GRAP 3 and the hierarchy appraved in Directive 5 issued by the Accounting Standards Board.

The annual financial statements have been prepared on the historical cost basis, except for the measurement of
certain financlal instruments at fair value, and incorporate the principal accounting policies set out below.

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

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 stalements and related disclosures. Use of available information and
the application of judgement is inherent in the formation of estimates. Significant judgements and estimation
uncertainty includes:

Useful lives of waste water, water networks and other non-current assets

The company's management determines the estimated useful lives and related depreciation charges for the waste
water, water networks and other non-current assets. This estimate is based on industry norms. Management will
adjust the depreciation charge where the useful lives of these assets have changed from previous estimates. Bue to
the nature of assets acquired from the City of Johannesburg Metropolitan Munigipality in terms of the sale of business
agreemeant, the cost of re-assessing the useful lives of these assets will ouiweigh the benefits. Furthermare, the
impact on the financial statements will be insignificant and therefore management have not re-assessed the useful
lives of these assets.

Impairment of property, plant and equipment and other non-current and intangible assets

Property, plant and equipment and other nen-current, and intangible assets, are reviewed annually by management
for impairment losses whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable.

Post retirement benefits

The present value of the post retirement obligations depend on a number of factors that are determined on an
actuarial basis using a number of assumptions. The assumptions used in determining the net cost (income) include a
discount rate, rate of increase in employer past retirement medical contribution and expected increase in salarfes. Any
changes in these assumptions will impact on the carrying amount of post retirement obligations,

The appropriate discount rate at the end of each financial year is determined by actuaries. This is the interest rate that
should be used to determine the present value of estimated future cash outflows expected to be required to seftle the
post retirement obligations. In determining the appropriate discount rate, the actuary considers the interest rates of
government bonds, adjusted lo reflect the margin on corporate bands, that are dencminated in the currency in which
the benefits will be paid, and that have terms to maturity approximating the terms of the related post retirement liability.

Other key assumptions for post retirement obligations are based on current market conditions. Additional information
is disclosed in Note 15.
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.1

1.2

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

The company used a risk free interest rate to discount revenue and expenditure that impacts trade and other
payables, trade payables with group companies, consumer debtors, other receivables, trade receivables with group
companies and loans to and from shareholder,

Allowance for debt impairment of consumer debtors

The allowance for impairment is measured as the difference between the assets' carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition.
Management utilises judgement in evaluating credit risk related to customers. Judgement is based on various factars
including, but not limited to, historical information available.

Valuation of water stock

The value of water held at year end is based on water levels multiplied by the cost of water at that date.
Property, plant and equipment

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 company,
and
* the cost of the item can be measured reliably.

Costs include costs incurred inttially to acquire or construct an itemn of property, plant and equipment and costs
incurred subsequently to add to, or replace part of such assets. If a replacement part is recognised in the carrying
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised.

Property, plant and egquipment transferred to the company by developers at no cost to the company is recognised as
an asset when the project is signed off and approved by the company. The asset is recarded at fair value to construct
the asset as indicated by the developer.

Cost Model

Property, plant and equipment excluding land and capital work-in-progress, which is held for use in the production or
Supply of goods or services or for administrative purposes are stated in the Statement of Financial Position at cost
less accumulated depreciation and any accumulated impairment losses. Depreciation commences when the assets
are ready for their interded use.

Capital work-in-progress is carrfed at cost, and depreciated from the date the assets are technically complete, i.e.
ready for intended use. Capital work-in-prograss is disclosed as a separate category of property, plant and
equipment,

Day to day repairs and maintenance expenses are charged fo the Statement of Financial Performance during the
financlal year in which they are incurred. The cost of major renovations are included in the carrying amount of the
asset when itis probable that future economic benefits or service potential will flow to the company and the cost of the
items can be measured raliably.

Land s regarded as having an indefinile useful life and is nat depreciated. Depreciation is provided on all property,
plant and equipment other than land and capital work-in-progress, to write down the costs, less estimated residual
value, on a straight line basis over their estimated useful lives as follows:

item Useful iife
Buildings 5-30 years
Communication equipment 2 -7 years
Furniture and Fixtures 5-12 years
Computer equipment 4-15 years
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.2

1.3

Property, plant and equipment {continued)

Motor vehicles 5-12 years
Laboratory equipment 2 -7 years
Minor plant 5-10 years
Office equipment 5-12 years
Plant and rnachinery 10 - 40 years
Waste water and water nefworks

. Pump stations - Civil 60 - 100 years
. Pump stations - Mechanical 5-15 years

. Pump sfations - Electrical 7 -16 years

. Water meters 4 -10 years

. Pipelines and ather 60 - 100 years

The residual values, depreciation methods and the useful lives of the asset categories are reviewed at each financial
year-end and adjusted If necessary. If the expectations differ from previous estimates, the change is accounted for as
a change in accounting estimate.

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

An item of praperty, plant and equipment is derecognised upen disposal or when no fulure economic benefits or
service potential are expected from its use or disposal. The gain or less arising from the derecognition of an item of
propery, plant and equipment is included in surplus or deficit when the item is derecognised. The gain or loss arising
irom 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 recognised when:

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

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

Intangible assets are fnitially recognised at cost and comprise of computer software and servitudes. Casts includes
the cost of materials, direct labour and overhead costs that are directly attributable to preparing the asset for its
intended use. Subsequent expenditure on capitalised intangible assets Is capitalised only when it increases the future
economic benefits embodied in the specific asset to which it relates and the cosis can be measured reliably. All other
expenditure 1s expensed as incurred.

Cost model
Intangible assets are carried at cost less any accumulated amortisation and any accumulated impairement losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
fareseeable limit to the period over which the asset is expected to generate net cash inflows. Amortisation is not
provided for these intangible assets. The assessment of indefinite life Is reviewed annually 1o determine whether the
indefinite life continues to be supportable. If not, the change in usefel life from indefinite to finite is made on a
prospective basis. For all other intangible assets amortisation is provided on a straight line basis over their useful life.
The amortisation period and the amortisation method for intangible assets are reviewed each year-end and adjusted if
necessary.

By their nature, servitudes confer upon the holder a right in perpetuity over the property and as these rights have an
indefinite useful life, they are not amortised.

An ltem of imangible asset is derecognised upon disposal ar when no future economic benefits or service potential are
expected from its use or dosposal. The surplus or deficit arising from the derecognition of an item or intangible asset
is included in the surplus of deficit when the item is derecognised. The surplus ar deficit arising from the derecognition
of an item of intanglble assets fs determined as the difference betwaen the net disposal proceeds, if any, and the
carrying amount of the item.
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Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annuat Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.3

1.4

Intangible Assets (continued)
Amortisation is provided to write down the Intangible assets, on a siraight line basis as follows::

ltem Useful life
Computer software 3 -6 years

Financial instruments
Initial recognition

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

Financial instruments are recognised initially at fair value and, in the case of Instrurrents not at fair value through profit
ar oss, including directly attributable transaction costs.

Financial assets and financial liabilities are recognised on the company's Statement of Financial Pesition when the
company becomes party to the contractual provisions of the instrument,

Fair value determination

Management establishes fair value for financial instruments by using certain valuation techniques, These include the
use of recent arm's length transactions, referance to other instruments that are substantially the same, discounted
cash flow analysis, and relying as little as possible on entity-specific inputs.

Loans and receivables

Loans and recelvables comprise trade receivables with group companies, loans to shareholder, other receivables,
consumer debtors and cash and cash equivalents, Loans and receivables are subsequently measured at amortised
costis using the effective interest method.

Payables from exchange transactions

Financial liabilities at amortised cost comprise trade payables with group companies, trade and other payables and
loans from shareholder. These liabilities are subsequently measured at amortised cost using the effective interest
method.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and are subsequently measured at amortised cost.
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements far the year ended 30 June 2013

Summary of Accounting Policies

1.4 Financial instruments {continued)}
Impairment of Financial Assets

The company assesses at each reporiing date whether there is any objective evidence that a financial asset or a
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and
only if, there is objective evidence of impairment as a result of one or mare events that has occurred after the initial
recognition of the asset {an incurred 'loss event’) and that loss event has an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments {more than 90 days overdue), the
prabability that they will enter bankruptey or other financial reorganisation and where observable data indicate that
there is a measurable decrease in the estimated futura cash flows, such as changes in arrears or economic conditions
that correlate with defaults.

For amounts due from loans and advances to customers carried at amortised cost, the company first assesses
individually whether objective evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. If the company determines
that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or
net, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for impairment and for which an impairment loss s, or
continues to be, recognised are not included in a collective assessment of impairmant.

If there is objective evidence that an impairmeant loss has been incurred, the amount of the loss is measured as the
difference between the asset's carrying amount and the present value of estimated future cash flows (excluding future
expected credit losses that have not yet been incurred) discounted using the instrument's originat effective interest
rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the surplus or deficit.

Deracognition

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

= The rights to receive cash flows from the asset have expired
*  The company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through'
arrangement; and either
(a} the company has transferred substantially all the risks and rewards of the asset, or
(b) the company has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the company's continuing involvement in the
asset,

A financial liability is derecognised when the obligation under the llability is discharged or cancelled or expires. When
an existing financial liability is replaced by another frem the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the
ariginal lability and the recognition of a new liability, and the difference in the respective carrying amounts is
racognised in the income statement.

Gains and losses for Financial Assets

Gains and losses are recognised in the statement of financial performance when the asset is derecognised or
impaired as well as through the amartisation process,
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{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.4

1.5

1.6

1.7

Financial instruments {continued)
Gains and losses for Financial Liabilities

Gains and losses are recognised in the statement of financial performance when the liability is derecognised as well
as through the amortisation process.

lncome Tax

The cempany is an exempt entity in terms of Section 10(1){t) of the Income Tax Act, Act 58 of 1962. As a result of the
exemption no income tax has been provided for in the current financial year,

Leases
Finance leases

Finance leases are recagnised as assets in the Statement of Financial Position at amounts equal to the fair value of
the leased asset 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 lzase obligation. The discount rate used in
calculating the present value of the minimum lease payments is the interest rate implicit in the lease.

The Iease paymenis are apportioned between the finance charge and reduction of the outstanding liability. The
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate on the
remaining balance of the liability,

Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the
company will obtain ownership by the end of the lease tarm, the asset is depreciated over the shorter of the estimated
useful life of the asset and the lease term.

Operating leases

Leases of assets under which all the risks and benefits of ownership are effectively retained by the lessor are
classifled as operating leases. Payments made under operating leases are charged to the Statement of Financial
Performance on a straight-line basis aver the period of the lease. When an operating lease is terminated before the
lease period has expired, any payment requirad to be made to the lessor by way of penalty is recognised as an
expense in the financial year in which termination takes place. Contingent rentals are expensed as incurred.

inventories
Inventories consist of materials, components, fuel on hand and water stock,

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is assigned using the
weighied average cost formula.

. distribution at no charge or for a nominal charge; or

. consumption in the preduction process of goods to be distributed at no charge or for a nominal charge.

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

When inventories are utilised or consumed, the carrying amounts of those inventories are recognised as an expense
in the peried. The amount of any write-down of inventories to net realisable value and all Iosses of inventories are
recognised as an expense in the perfod the write-down or loss occurs. Reversals of any write-down of inventories,
arising from an increase in net realisable value, are racognised as a reduction in the amount of inventories recognised
as an expense in the period in which the reversal occurs.
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Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.8

1.9

Impairment of non-financial assets

Property, plant and equipment and other non-current and intangible assels, are reviewed for impairement losses
whenever events ar changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss Is recognised in the Statement of Financial Perfarmance for the amoutn by which the carrying amount
of the asset exceeds its recoverable amount, that s, the higher of the asset's fair value less cost ta sell and value in
use. For the purpose of assessing impairement, assets are grouped at the lowest lavels for which there are
separately indentifiable cash flows.

In assessing the value in use, the estimated future cash flows are discounted to the present value using a discount
rate that reflects current market assessments of the time vaiue of money and the risks specific to the asset. In
determining fair value iess costs to sell, an appropriate valuation model is used. Impairment losses are recoegnised in
surplus or deficit in those expense catergories consistent with the function of the impaired asset.

An assessment i made at each reporting date as to whether there is an indication that previously recognised
impairement losses may no longer exists of may be decreased. I such indication exists, the company estimates the
assets recoverable amount, The reversal is limited so that the carrying amount of the asset does not exceed s
recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in surplus/{deficit).

Employee benefits

Short-term employee benefits

The cost of short-term employee benefits, (those payable within 12 months afler the service is rendered, such as paid
vacation leave and sick lsave, bonuses, and non-monetary benefits such as medical care), are recognised in the

period in which the servics is rendered and are not discounted.

The expected cast of compensated absences is recognised as an expense as the employees render services that
increase their entitlernent or, in the case of nen-accumulating absences, when the absance 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 resuit of past performance,

Defined contribution plans

The majority of the company's employees are members of varigus defined contribution plans. A defined contribution
plan is a retirement plan under which the company pays fixed contributions into separate trustee administered funds.

The company’s contributions to the defined contribution plans are charged to the Statement of Financial Performance
in the financial year to which they relate.

The company has no further payment obligations once the contributions have been paid,
Other post retirement obligations

The company provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some
retirees. This obligation is not funded by any underpinned assets.

The entittement to post-retirement health care benefits, gratuities and housing subsidies Is basad on the emplayee
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 using
the projected unit credit method of these obligations on an annual basis. The obligation is measured at the present
value of the estimated future cash flows using interest rates of government securities that have lerms to maturity
approximating the terms of the related liability.

Actuarial gains and losses and past service costs are charged to the Statement of Financial Performance as the costs
occeur.

29



Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Summary of Accounting Policies

1.10 Provisions and contingencies

Provisions are recagnised whean;

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

. it is probable that an outflow of resources embadying ecenomic benafits or service potential will be required o
settle the obligation; and

. a reliable estimate can be made of the obligation.

The amount of a provision is the present value of the expenditure expected to be required to settfe the obligation.

Contingent assets and contingent liabilities are not recognised.

1.11 Bullk service contributions

Bulk service contributions are received by the company from developers for the potential expansion andfor
augmentation of infrastructure relating to the provision of water and sanitation services to the development. When
received the amaunts are credited to the Statement of Financial Performance.,

1.12 Government Grants
Government grants received are recognised as revenue, except to the extent that a liability is recognised with regards
to conditions that give rise to a present obligation on the initial recognition of the asset. In cases that a liability is
recognised, the carrying ameunt of the liability is reduced and the amount is recagnised as revenue to the extent that
the company satisfies the stipulated present obligations.

1.13 Revenue
Revenue comprises the Invoiced valus of sales in respect of operations in the provision of water and waslewater
services and excludes investment and other income and value-added tax (VAT). Revenue from the distribution of
water is recognised when consumed and the provision of sanitation services s recognised as and when the service
has been provided. Average consumption is invoiced when meter readings have not been performed,

Deemed consumption areas are billed based on between 5k! and 20kl of water per stand per month, regardless of
actual consumption.

Revenue is measurad at the fair value of the consideration received or receivable excluding rebates and represents
the amounts receivable for goods and services provided in the normal course of business.

1.14 Interest Revenue
Interest revenue is recognised on a time-proportion basis using the effective interest method.

1.15 Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that takes a substantial
period of time to get ready for its intended use are capitalised as part of the costs of the asset. All other borrowing
costs are expensed in the period they occur. Borrowing costs consist of interest and other costs that are incurred in
connection with the horrowing of funds.

1.16 Presentation currency and rounding
The Annual Financial statements are presented in South African Rand rounded to the nearest thousand.

1.17 Budget information
The company has adopted National Treasury's recommended template far the disclosure of budget information for the
current financial year. The company's budget is prepared on an accrual basis that is comparable with the financial

statements. The budget is prepared far the periad July 2012 to June 2013 which is in alignment to the presentation of
the financial statements reparting period.
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Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated

2. Statements and interpretations not yet effective

At the date of authorisation of these Annual Financial Statements, the following Standards and Interpretations were in
issue but not yet effective:

. GRAFP 18 - Segment Reporting

. GRAP 20 - Related Party Disclosure

. GRAP 32 - Service Concession Arrangements; Grantor

. GRAP 105 - Transfer of functions between entities under commaon controt

. GRAP 108 - Transfer of functions between entities not under comman control
. GRAP 107 - Mergers

. GRAP 108 - Statutory Recelvables

The above standards are similar to existing standards applied by the company and are unlikely to impact the financial
position or performance of the entity, but may impact the extent of disclosures provided.

3. Property, plant and equipment

2013 2012

Cost/ Accumulated Carrying value Cost/ Accumulated Carrying valug

Valuation depreciation Valuation depreciation

and and

accumulated accumulated

impairment impairment
Land 10 387 - 10 367 10 367 - 10 367
Buildings 313 840 (215 607) 98 233 276 698 (208 436) 68 262
Plant and machinery 1473410 {437 530) 1 035 880 1372 080 (391 683) 980 397
Furniture and fixtures 15 511 (9 161) 6 350 13 439 {7 984) 5455
Motor vehicles g 015 (2 238) 6777 7 549 (652) 6 8g7
Office equipment 20 028 {9 026) 11 002 16 655 (6 0B3) 10 572
Computer equipment 55 363 (35 193) 20170 50 305 (27 762) 22 543
Capital work in progress 1289 4498 - 1299 488 821 622 - 821622
Communication equipment 13 637 {10 633) 3004 13070 (9 683) 3387
Laboratory equipment 34 838 (17 921) 16 917 23337 {15 963) 7374
Minor plant 58 245 (41 B48B) 16 397 55141 (37 418) 17 723
Wastewater network 1 659 946 {148 052) 1511894 1492 242 (127 213) 1365 029
Water network 3078663 (357 873) 2720790 2 987 276 (325 025) 2662 251
Total 8 042 361 (1 285 082) 6 757 279 7139 781 {1 157 802) 5981 879

31



e

612 269 (g05 L) (sv6 6¥L) gZZ £0Z ez {29051} 94z TvL 6.8 186§
064 02L 2 (€20¢€) (228 85) 8% L9 (ArA-1N {gga ¥1) $95 €5 lszzog e
68 LIS L (zes &) {veo 21) ofs Ll 866Gl {era) 908 01 620 59¢ L
LBE 9t - {50z ¥} - 6¥2 (z) ZELE €22 4L
L1689l - (128 2) - 8219 - 261 9 vIE L
00 € - {0s8) - - - 195 9E €
967 662 | - - - {s/g /51) - 152 SED Z29 Lze
0l 0Z - (ggz ) - Bit 2 {ss1) ge5 ¢ EVS 22
200 L1 - (g96 2) - - {11) ¥OF € 245 0L
2278 - (985 1) - - - 8ot | /689
0s5£9 - (oL 1) - 2 - g0k ¢ 55k 5
088 S0 | - {2¥8 5p) - ¥l 26 - 958 § /BE 086
££2 86 - (L2 ) - 9gl b2 - go0 €1 Z9Z 89
980} - - - - - - 9 0L
S50 ¥iomiau papun) 20UE[EQ
1eo) jusuuiedw)  uopeoaidag] radojenag slajsuel] sjesods|(] suolippy Buuadp

ylomiau Jaep

MOM]BU IBIEMBISEAA
jue[d Jouy

awdinbz Aojeiogen
juawidinba uopeUNULISD
ssalfoid u) ylom el des
juswdinba Jandweos
wswdinba asjpo
S3|DI1UaA J010)

S3UNIXY PUB BINYUINS
AiBuyoeWw pue ey
sBup)ing

puen

£1.0z -~ juswdinba pue jued ‘Apadoid jo uoneouosay

(penunuos) Juawdmba pue jueld ‘Aliadoag

€

puesnoy) puey ul sainibiy

SJuUaWa)e}S [BIOUBUIY PaJIPNY SY) 0} SA)JON

£1.0Z 2uUnp OE papua Jead auj 10j SJUSLUSIELS |BIUBUL] [ENULY pajpny

{407\ 282010008 Jaqwnu uajens|Bay)

pajiwi 90S J9jep Bingseuueyop



EE

L1 dVHO Ulim BIUBpIOIIE U SjuBLIS]E]S [BIOUBUY |ENUUE SU} U 0} PEJUNGIOE PUE panjea AlISL0D SIE S}asse paucyuaw anoqe ay Juawasibe ssauisng
8t Jo s[es au} yo wed se Gungsauueyor jo AND sy} woyy paninboe 25em Sjasse asaly) 'ssa| puE (Puet auo) L Jo Bnjea yooq B aney AfUauns Uojym S)Ssse 2/ Sdd W papnjou)|

(puesnouyy puel u) Jou} 1y I pley siasse pajelaaudap Ajng

viE'5E o 1au0
ELLBF o }lomeu Jsjemalsepn
Sgl'zer o MomaU tsepn
9gZ'ee. o Alsupyoeyy pue juerg

-15953€|2 Juealufls Guimol|o) ay) Jo sasudwos ssaiboud ul yiom jenden

ssalboid ut ylom epden

"Auedwon sy jo so10 paissibal ey e uonoadsu) 4o B|gEIEAE 5] 'D) ainxauuy ‘juswaaiby

§s8ulSng 0 a|eg aly ul paulejuod se paljnbas uoheuuojul sy Buluieluos seis|fal v paywn] J0S Isjep Bingsauueyor jo swew ay) oju) paugsue) useq 18k sE joU aney
WalWaalfe sseulsng JO Sjes aU) o swus) Ul Amedaiunpy ueyfodona Bingsauueyor jo A1 2u) woy paseynind (5z9'82 Y ZL02) 009'801L H Jo anjea ay) o} sBulp(ing pue pue
sbuipjing pue puet

(panunuoo) uawdinbe pue jueld ‘Apsdosy ¢

puesnol) puey u sanbi4
sjuswsjelg [eloueuly pajipny sy} 0} S9JON

£10¢ sunr 0g papua Jead au} 10} S|UBLLBIELS [B]DUBLLY [ERULY Pa)PMY
{£D/1L22620/0002 Jaquinu uonesiBay)

pajwiI 90S 191ep) Bingssuueyop



e

618 186G {622 arL) ZlZ Z6L (611 ) (egg) 0S¥ £v5 8EL 06E §

1522982  {vB6 ¥5) #i8 58 S¥9 /8| - £LE 261 Ebp LSE Z

620598 | {gis 8L) 82¥ 901 GES /2 - 25981 lBLBZZ L

£8L L1 (tog g) - z88 {19) giLL 8v9 L

viE 2 {ogL 2) - of - GZ6 Z 6859

188 € (BgL 1) - LIE - 80/ 0ar €

Z29 128 - - {18+ 622) - 190 906 Zv0 Ll

eFs Ze {268 4) - eLg {F91) S0.L§ 188 €2

Zi5 0l (128 1) - iZL ) {(g) 9042 955

1689 {1es) - - - 0o 2 gzl

GG G (£80 ) - 77 {z) 862 L vov ¥

/8¢ 086 (598 6v) - 08 g - 862 i 95€ 520 L

292 89 6L 5) - 251 (0oL} legg £99 69

LoE 0L - - - - - 920l

Hlomiau papun) 23Ue|eq

|elo) uoljernardag Jsdojaaag slajsuel) slesodsiq suoppy Bujuadp

3omiau Jajepa

Yiomiau ISiemalsen
wieyd Jouwy

jewdinbg Aojelogeq
juawdinbs uogesiunwwog
ugRaNNsUoD Japun sjassy
juswdinba Jejndwon
juswidinba aoiyo
S3|01U3A Jolop

S2INXY PUE aInyuing
Aesujysew pue jueld
sBuping

puEq

Z10Z - uawdinba pue jueid *Auade.d Jo uaneoucaay

(panunuos) juswdinba pue Juerd ‘Apadoiy ¢

puesnoyi puey uj sainbig

Sjusuislels [eIouBUL] PSRPNY aU) 0} S8jON

£10Z sunr pg papus Jeaf sy) 1o} sjuswalels |eloueul |ENULY pajpny
(L0/1£Z620/000% Jqwnu uoijelstBay)

paywig DOS J91ep) Bingsauueyor



=14

L dYHD YiIM S2UERI0DOE U SJUBLUSIE}S JEIJUBLY [BNULE 24 U] 10} pajunosde pue penjea Ajo1100 8ie S]9SSE PauojiuslWl asode au] Juswasibe ssausng
au} o sjes ay) Jo Jed se Bingsauueyor Jo A sU} Woy pasinboe slam sjosse asal] 'ssa) pue (PUE) BUO) LY 0 BNjeA J00q B SABY ARUSLIND YoyM S19SSE U8 Jdd Ul pepniau

(puesnoyj puei Ul jou) LY e play sjesse pajenatdap Agnyg

gbz'oL o Nomau Jslems)sens
ivg'ee d B0
8EE'SEL Y fsuyoey pue jueld
g8.'08S Y WOMIBU JTIEAA

-:sassep0 Jueayub)s Bumojjoy sy Jo ses)dwoo ssalfiord u) yiom jejden
ssasbosd i yaom |ejden

(panujuoa) Juswdinba pue jueld ‘Aladoly ‘¢

puesnou} puey uy sainbiq

Sjuawaje}s [eIoueUl] PaiIpNY Y] 0} SAI0N

€LOE aunp Qg pspus lead ay) Jof SjUSWLa)e]g |e[ouBUI4 |ENUUY palipny
(20/1/26€0/000% Jagwinu uohelsiBay)

pajwi] 90S 49)ep Bingssuueyor



Johannesburg Water SOC Limited

{Registration number 2000/029271/07)

Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated
3. Property, plant and equipment {continued)
The following leased assets are included in Property, plant and equipment listed above.
2013 2012
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accurnulated accumulated
impairment impairment
Office equipment 4932 (1 625) 3307 2 261 {235) 2026
Motor vehicles 8 766 (2 065) 6 701 7300 {505} 6795
Total 13 698 (3 690) 10 008 9 561 {740} B 821
4. Intangible assets
2013 2012
Cost/ Accumulated Carrying value Cast/ Accumulated Carrying value
Valuation amortisation Valuation amortisation
and and
accumulated accumulated
impairment impairment
Servitudes 1727 - 1727 1727 - 1727
Computer software 59 781 {31 663) 28118 59 885 {25 055) 34 830
Total 61 508 (31 663) 29 845 61612 {25 055) 36 557
Reconciliation of intangible assets - 2013
Opening Additions Transfers Amortisation Total
balance
Servitudes 1727 - - - 1727
Computer software 34 830 4 663 (2 413) {8 962) 28 118
368 557 4 663 {2413) (8 962) 29 845
Reconciliation of intangible assets - 2012
Opening Additions Disposals Transfers Amortisation Total
balance
Servitudes 1701 - - 26 - 1727
Computer scftware 33 364 8755 {738) 3093 (9 644) 34 830
35 065 8 755 (738) 3119 (9 644) 36 557
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Figures in Rand thousand 2013 2012
Restated
5. [Inventories

2013 2012
Material, components and fuel 39 304 37 232
Water 9 803 8452
Subtotal 49 107 45724
Provision for inventary write downs (1551) {1 501)
47 556 44 223

Inventory consists of spares and consumables which will be utilised by the company in its daily business operations,
as well as stock of water. The stock of water is computed based on valumes at year end in the water network, water
towers and reservoirs. Water stock expensed Is included as part of cost of sales.

Trade receivables and (payables) with group companies

Fellow subsidiaries

Johanneshurg City Parks NPC (482) (158)
Johannesburg Development Agency SOC Ltd - (434)
Johannesburg Roads Agency SOC Ltd (11 077) (4 662)
Pikitup Johannesburg SOC Ltd - 143
{11 559) (5 111)
The above loans are short term (30 - 60 days) , unsecured and interest free.
Current assets - 143
Current labitities {11 559) (5 254}
{11 558) (5111)

Credit quality of trade receivables with group companies

The credit quality of trade receivables with group companies that are neither past due nor impaired are considerad fair
by the company taking into account the historical information available and due to the fact that there has been no
default in the past.

The trade receivables and payables with group companies are measured at initial recognition at fair value, and are
subsequently measured at amortised cost using the effective interest method. The carrying value of trade receivables
and payables with group companies approximates fair value.

Trade receivables with group companies past due but not impaired

There are trade receivables with group companies which are past due and not impaired.

30 days past due - 145
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Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated

7. Loans to/(from) shareholder

City of Johannesburg Metropalitan Municipality - Other loans {306 434) (66 2986)
City of Johannesburg Metropolitan Municipality - Conduit mirror loans (2 542724y (2 521 056)
City of Johannesburg Metropalitan Municipality - Other non-exchange loans 29 872 49 129
City of Johannesburg Metropolitan Municipality - Past retirement benefit 75216 75762
City of Johannasburg Metropolitan Municipality - Capex drawdown 99 844 1018
City of Johannasburg Metropolitan Municipality - Sweeping account 72729 18 217
City of Jehannesburg Metropolitan Municipality - Shareholder Ioans (324 950) (389 945)

(2896 447) {2832170)

Other loans and the Capex drawdown are short term (30 - 60 days), unsecured and interest free.

Current asseis 277 661 145127
Non-current liabilities (2460 548) (2540772)
Current labilities (including short term partion of long term loans) {713 560) (436 525)

{2896 447) (2832170)

The terms of loans to shareholder have not been renegotiated in the current or prior period,

The loans tof{from) shareholder are measured at initial recognition at fair value, and are subsequently measured at
amortised cost using the effactive Interest method. The carrying value of loans to/(from) shareholder approximates fair
value.

Loans to shareholder past due but not impaired

At 30 June 2013, R3,723 (2012: R 107) were past due but not impaired.

The aging of the amounts past due but not impaired is as follows:

30 days past due 318 -
60 days past due 1296 -
120 days past due 1954 -
180 days past due 155 107

7.1. City of Johannesburg Metropolitan Municipatity - Condulit mirror loans

Loans at the beginning of the year (2521 066} (2 460 259)
New loans (342 238) (383 885}
Repayments 320 570 3232 088
Balance at end of year (2542724) (2521 056)

Conduit loans are repayable in equal quarterly installments aver a period of 10 years from loan acquisition.
These unsecured loans bear interest at a fixed rate of 9,31% to 10,9% (2012: 10,2% to 12,42%) .

FDA 1 (Caylon) is repayable in equal quarterly installments over a period of 10 years, commencing 30 September
2008. These unsecured loans bear interest at a variable rate linked o Jibar less 35 basis points resulting in a rate of
4,78% for the current financial year (2012; 5,25%)

FDA 2 is repayable in equal half yearly instaiments over a period of 12 years, commencing 15 November 2014,
These unsecured loans bear interest at a variable rate linked to Jibar plus 70 basls points resulting in a rate of 7,40
and 7.47% for the current financial year (2012: 7,47%)
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Johannesburg Water SOC Limited
(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012

Restated

10.

l.oans to/(from) shareholder (continued)

7.2. City of Johannesburg Metropolitan Municipality - Shareholder loans

Shareholder loans at beginning of the year (389 945) (454 939)
Repayments 64 995 64 994
Balance at the end of the year {324 950} (389 845)

The unsecured Ioans bear interest at a nominal annual rate of 14,5% to 15% (2012; 14,5% to 15%) compounded
moenthly and are repayable in equal guarterly installments over a period of 10 years. The quarterly capital repayments
commenced in 2009,

7.3. City of Johannesburg Metropolitan Municipality - Sweeping account

Bank Sweeping Account 72729 18 217

The bank swesping account is an unsecured interest bearing loan to the shareholder with no fixed repayment terms.
The loan eamns interest at a variable rate which was 7,17% {2012: 5,59%) at the reporting date.

Finance lease obligation: Shareholder

Minimum lease payments due

- within one year 2511 1918
- in second to fifth year 6045 6 163
- later than five years 176 673

8732 8 754
less: Future finance charges (t 6B7) {1 855)
Present value of minimum lease payments 7045 6 899

Interest on finance leases are calculated at 10% per annum, and repayments on the lease arrangements are made
monthly. The lease terms range from three years to ten years. The carrying value of the finance leased assels are
included in Property, plant and equipment, under motor vehicles. Refer note 3 for further information,

Finance iease obligation: Other

Minimum lease payments due

- within one year 1858 B56
- in second to fifth year 1879 1445
- later than five years - -
3737 2301
less: Future finance charges (313) (252)
Present value of minimum lease payments 3424 2049

Interest on finance leases are calculated at variable ratss of interest, ranging between 7.41% and 8.5% per annum,
and repayments on the lease arrangements are made quarterly. The |ease terms are over a period of three years.
The carrying value of the finance leased assets ars included in Property, plant and equipment, under Office
equipment. Refer note 3 for further information

Other receivables

Sundry Debtor 15 595 12 340
Allowance for impairment (3 158) {3 883)
Total other receivables 12 437 8 447
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Johannesburg Water SOC Limited
{Registration number 2000/028271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated

10. Other receivables {continued)

Other receivables consists predominantly of the billing and recavery of sundry services which include laboratory fees
and prepaid expenditure.

Credit quality of other receivables

Other receivables comprise of the recovery of sundry services. Management evaluates credit risk relating to these
customers on an ongoing basis, The credit quality of other receivables that are neither past due nor impaired are
considered fair by the company taking into account the historical information available.

Other recejvables past due but not impaired

At 30 June 2013 R 0 {2012: R 5} was past due but not impaired.

The ageing of amounts past due but not impaired is as follows:

30 days past due - 5

Other receivables impaired

As of 30 June 2013, other receivables of R 15,595 (2012 R 12,340) were considered for impairment testing. The
allowance for impairment losses was R3,158 as of 30 June 2013 (2012; R3,883).

The classification and respective ageing categories considered by management during the testing for impairment are

as follows:
Current 12 522 B 572
1-30 days - 67
31 -60 days 81 130
61 - 80 days - 182
91 - 120 days 57 57
121 - 365 days - 196
> 365 days 2935 3136
Total other receivables 15 595 12 340
Reconciliation of allowance for impairment of other receivables
Opening balance 3893 2925
Allowance for impairment [osses 536 968
Reversed during the year (1271} -
3158 3 893

The creation and release of the allowance for impairment of other receivables have been included in operating
expenses in the Statement of Financial Performance (note 26). Amounts charged to the allowance account are
generally written off when there is no expectation of recovering additional cash.
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(Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012

Restated

11.

Consumer debtors: Exchange transactions

Trade receivables 7034918 6781 346

Allowance for impairment (5322618) (5 360 647)

1712 300 1 420 699

An impairment is recognised for the amount by which the carrying amount of the asset exceeds its recoverable
amount. Accordingly, an impairment loss is recognised based on the ageing as well as the profile of debtors. The
terms of the trade and other receivables have not been renegatiated during tha current ar prior period,

Extensive investigative work performed prior to 2004 in order to inform the direction of the company turnaround
strategy identified that the deemed cansumption areas were largely respansible not only for the high outstanding
debtors, but also the higher than benchmark unaccounted for water level, The level of unaccounted for water for the
year under review is 28.9% (2012: 31.2%). The metered areas are considered to be within accepted norms, whilst the
prablem area has been identified as being the deemed cansumption enviranment.

Credit quality of consumer debtors
Trade receivables comprise a widespread customer base, Management evaluates credit risk relating to customers on

an ongoing basis and characteristics like collection levels are considered during evaluation for impairment. The credit
quality of trade receivables that are neither past due nor impaired are considered fair by the company taking into

account the historical information available.
Summary of consumer debtors by classification

Domestic consumers

Current 257 206 151 418
1-30 days 196 309 188 627
31-60days 210 550 182618
61 - 90 days 140121 113 929
91 - 120 days 162 564 141732
121 - 365 days 766 549 709 689
> 365 days 2 854 966 2700 648
4 390 265 4189 671
Less: Allowance for impairment (3584079) (3552078)
806 186 637 592
Domestic consumers - Past due and impaired
91 - 120 days {162 564) (141 732)
121 - 365 days (766 549) (709 699}
> 365 days (2654 966) (2 700 648)
(3584 079) (3 552 079)
Domestic consumers - Current, past due and not impaired
Current 257 206 151418
1 -30 days 198 309 189 627
31 -60days 210 550 182 618
61-90days 140 121 113929
806 186 637 592
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Johannesburg Water SOC Limited
{Registration number 2000/029271/07)
Audited Annual Financial Statements for the year ended 30 June 2013

Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated
11.  Consumer debtors: Exchange transactions {continued)
Commercial consumers
Current 401 129 417 575
1-30 days 118131 124 401
31 -60days 108 622 94 315
61 - 90 days BG 688 58 730
91 - 120 days 79 848 89 963
121 - 365 days 337 944 356 977
> 365 days 1279 829 1214 620
2414 131 2 356 581
Less: Allowance for impairment (1564 454) (1 B61 560)
849 737 695 021
Commercial consumers - Past due and impaired
81 - 120 days (54 397) {89 9683)
121 - 365 days (230 228) {356 977)
> 365 days (1279829) (1214 620)
(1564 454) (1 661 560}
Commercial consumers -~ Current, past due and not impaired
Current 401 129 417 575
1-30days 118131 124 401
31-60days 109 622 94 315
61 - 50 days B6 688 58 730
91-120 days 25 451 -
107 716 -
840 737 6595 021
National and provincial government
Current 19 272 46 170
1-30days 15 657 16 947
31-60days 12 731 14 038
61 - 90 days B717 10 931
81 - 120 days 12 526 10 113
121 - 365 days 47774 36 225
> 365 days 113 785 100 670
230 462 235094
Less: Allowance for impairment (174 085) (147 008)
56 377 88 086
National and provincial government - Past due and impaired
91-120 days {12 528) {10 113)
121 - 365 days (47 774) (36 225}
> 365 days (113 785) (100 670)
(174 085) {147 008)
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Notes to the Audited Financial Statements

Figures in Rand thousand 2013 2012
Restated
11. Consumer debtors: Exchange transactions (continued)
National and provincial government - Current, past due and not impaired
Current 19 272 46 170
1-30days 15 657 16 947
31 - 60 days 12 731 14 038
6% -90 days 8717 10 931
56 377 88 086
Total consumer debtors
Current 677 607 615 163
1-30days 333097 330975
31 - 60 days 332 903 2090 971
61 - 90 days 235526 183 590
91 -120 days 254 938 241808
121 - 365 days 1152 267 1102 901
> 365 days 4043 580 4015938
7034 918 6781 346
Less: Allowance for impairment (5322 818) (5 360 647)
1712 300 1420 699
Total consumer debtors - Past due and impaired
891 - 120 days (229 487) (241 808)
121 - 365 days (1044 551) (1102 801}
> 365 days (4 048 580) {4 015938}
(5322618) (& 360 647)
Total consumer debtors - Current, past due but not impaired
Current 677 607 615 163
1 - 30 days 333 097 330 975
31-60days 332 903 290 971
61 - 90 days 235 526 183 590
91 - 120 days 25 451 -
121 - 365 days 107 716 -
1712 300 1420 699
Reconciliation of allowance for impairment
Balance at beginning of the year (5360 647) (4531239)
Increase in allowance (946 153) (1012 207)
Impairment written off against allowance 984 182 182 799
(5322618) (5360 647}
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12. Financial assets by category
The accounting policies for financial instruments have been applied to the line items below:
2013
Loans and
receivable Other Total
Caonsumaer debtors 1712 300 - 1712300
Other receivables 2899 - 2899
Prepayments - 9 538 9538
Total Other Receivables 2899 9538 12 437
Loans to shareholder 277 661 - 277 661
Cash 26 - 26
1992 886 9538 2002424
2012
Loans and Other Total
receivable
Consumer debtors 1420699 - 1420 698
Other receivables 2922 - 2922
Prepayments - 5525 65625
2022 5525 8 447
Leans to sharehoider 145127 - 145127
Cash 26 - 26
Trade Receivables 143 - 143
1568 917 5525 1574442
13. Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand 26 26

The company has a sweeping armangement with the City of Johannesburg Metropolitan Municipality whereby all cash
is swept on a daily basis to the City of Johannesburg Metrapolitan Municipality's bank account. Petty cash is reflected
as being on hand. The cash owed to the company by the City of Johannesburg Metropolitan Municipality is reflected

as an amount due from the shareholder. The amount due as at 30 June 2013 is R72,729 million

million).

(2012: R19,217
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13. Cash and cash equivalents {continued)

Bank Account Type Account number
Absa Expenditure 4054394786
Absa Revenue 4054394809
Absa Salaries 4054354817
Standard bank Expenditure 000196789
Standard bank Revenue 00019681¢
Standard bank Salaries 000196843
Standard bank Bank charges 000196398

14. Contribution from shareholder

Authorised
1000 Ordinary shares of R1 each

Issued
200 Ordinary shares of R1 each
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15. Retirement benefit obligations

The actuarial valuations were performed by ZAQ Consultants and Actuarizs, who are independent post retirement
plan administrators. It was concluded that the plan was in a sound financial position, taking into account the loan

receivable {note 7) from the City of Johannesburg Metropalitan Municipality, to cover the liability.

Post-retirement liahility

Provision:Post-Retirement Medical Obligation 15.1 32873 33 491
Provision:Post-Retirement Housing Subsidy abligation 15,2 113
Provision:Post-Retirement Gratuity Obligation 15.3 61613 53 596
Balance at end of year 94 340 87 200

15.1 Post retirement medical aid plan

The company has made provision for post retirement medical benefits covering 27 employeas (2012 34 employees)

and 40 cantinuation members (2012 37 continuation members), There are 2 medical schemes, Actuarial valuations
are independently prepared annually using the projected unit credit method and a set of actuarial assumptions.

Reconciliation of post retirement medical aid plan

Opening balance 33 491 34 589
Benefits paid {1 445) (1123)
Current service costs 192 316

Interest costs 2 864 29871

Actuarial gain (2 429) {3 262}
Balance at end of year 32673 33 491

Key assumptions used

Assumptions used on last valuation on 30 June 2013.

Discount rates used 7.89 % B.60 %
Expected increase in salaries 6.67 % 6.70 %

in determining the appropriate discount rate, the actuary considers the interest rates of government bonds, adjusted to
reflect the margin on 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 post retirement medical aid plan liability.
Change in assumptions

A sensitivity analysis with respect to a 1% change in the discount rate will have the following impact:

“1% 0% 1%
Liability 31,011 32,673 33,915
Percentage change -5.1% 0% 3.8%
Past Retirement Mortality

-20% 0% 20%
20% adjustment to mortality rate 35,029 32,673 30,738
Percentage change -7.2% 0% 5.9%
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15. Retirement benefit obligations (continued)

Other assumptions:

Age of Spouse - husbands five years older than wives
Mortality of in-service members - In accordance with the SA 85-90 mortality tables
Mortality of pensioners - In accordance with the PA(90) ultimate mortality tables.

15.2 Post retirement housing subsidy plan

The company has made provision for post retirement housing subsidies covering 6 employees (2012: 12 employees),
Actuarial valuations are independently prepared annually using the projected unit credit methed and a set of actuariat
assumptions,

Reconciliation of post retirement housing subsidy plan

Opening balance 113 136
Current service costs 4 5
Interest costs 10 12
Actuariai gain {73) {40)
Balance at end of year 54 113

Key assumptions used

Assumptiens used on last valuation on 30 June 2013.

Discount rates used 7.88 % B.60 %
Expected increase in salaries 6.67 % 6.70 %

In delermining the appropriate discount rate, the actuary cansiders the interest rates of government bonds, adjusted to
reflect the margin on 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 post retirement housing subsidy plan liability.

Change in assumptions

A sensitivity analysis with respect to a 1% change in the discount rate will have the following impact:

1% 0% 1%
Liahility 51 54 58
Percentage change -5.6% 0% 7.4%
Post Retirement Mortality

-20% 0% 20%
20% adjustment to mortality rate 55 54 53
Percentage change 1.8% 0% «1.8%
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15. Retirement benefit obligations (continued)

15.3 Post retirement gratuity plan

The company has made provision for post refirement gratuity benefits covering 378 employees (2012; 410
employees). Actuarial valuations are independantly preparad annually using the projected unit credit method and a set

of actuarial assumptions,

Recongciliation of post retirement gratuity plan

Opening balance 53 596 50 501

Benefits paid {4 402) (5 784)
Interest Cost 4 586 3432

Actuarial loss / (gain) 7833 5 447
Balance at end of year 61613 53 596
Key assumptions used

Assumptions used on |ast valuation on 30 June 2013.

Discount rates used 7.89 % B.60 %
Expected increase in salaries 6.67 % 6.70%

In determining the appropriate discount rate, the actuary considers the interest rates of gevernment bonds, adjusted to
reflect the margin on corporate bonds, that are denominatad in the currency in which the benefits will ba paid, and that

have terms to maturity approximating the terms of the related post retirement gratuity plan tability.
Change in assumptions

A sensitivity analysis with respect to a 1% change in the discount rate will have the fallowing impact:

~1% 0% ~[%
Liability 57,626 61,613 ‘ 65,987
Percentage change -6,5% 0% 7.1%
Post Retirement Mortality

«20% 0% 20%
20% adjustrment to mortality rate 51,551 61,613 61,674
Percentage change «0.1% 0% 0.1%

15.4 Net expense recognised in the statement of financial performance

Post retirement madical aid pian 818 1098

Post retirement housing subsidy plan 59 23

Post retirement gratuity plan (8 017) {3 095}
Total included in employee related costs {7 140) {1974)
15,5 Defined contribution plan

The company's liability is limited to its contributions to the plan.

The total company contribution to such schemes 51982 47 453
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16. Unspent conditional grants
Unspent conditional grants comprise:

Unspent conditional grants and receipts
Government grants 489 1481

Government grants movement during the year

Balance at the beginning of the year 1481 5601
Received in current year 378 583 215 443
Utilised during the year (379 565) {219 563)
Balance at the end of the year 499 1481

The unspent conditional grants have been contracted for. The projects were classified as waork in progress at the
reporting date resulting in partial fulfillment of the conditions attached to the funding.

17. Trade and other payables from exchange transactions

Trade payables 723 846 475 262
Payments received in advanced 362 935 502 090
Accrued leave pay 3o 3ss a7z 112
Accrued bonus 18 677 17 403
Operating lease payables 18 047 17 339
Sundry payables 19 164 5342
VAT 227 202 235 261
Consumer depaosits 217 601 162 132

1627 B57 1451 841

The above are short term (30-60 days) , unsecured and interest free.
18. Provisions

Reconciliation of provisions - 2013

Opening Additions  Utilised during  Reversed Total
Balance the year  during the year
Provision for bonuses 13 800 15 080 {13 607) (193) 15 080
Reconcillation of provisions - 2012
Opening Additions  Wtilised during  Reversed Tatal
Balance the year  during the year
Provision for bonuses 12 000 13 800 {12 000) - 13 800
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19. Financial liabilities by category

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

2013
Financial Other Total
liabilities
Trade and other payables from exchange transactions 1028 054 - 1028 054
South African Revenue Services - 235 501 235 501
Customer Prepayments - 364 302 364 302
Trade and other payables from exchange transactions 1 028 054 599 803 1 627 857
Trade payables with group companies 11 559 - 11 559
L.cans from Shareholder 3174108 - 317408
Finance [ease obligation: Sharehalder 7 045 - 7045
Finance |ease obligation: Other 3424 - 3424
Provisicns - 15 080 15 080
4224190 614 883 4 838073
2012
Financial Other Total
liabitities
Trade and other payables from exchange transactions 707 489 - 707 489
South African Revenue Services - 242 207 242 207
Customer Prepayments - 502 245 502 245
Trade and other payables from exchange transactions 707 489 744 452 1451 841
Trade payables with group companies 5254 - 5254
l.eans from Shareholder 2977 297 - 2977 297
Finance lzase obligation: Shareholder 6 899 - 6 B899
Finance lease abligation: Other 2049 - 2048
Provisions - 13 BOO 13 80O
3 698 988 758 252 4 457 240
20. Revenue from exchange transactions
Sale of water 3973745 3137 231
Rendering of sanitation services 1898 224 2009 276

5871 969 5146 507

21. Other income

Other income 79 280 33218
Laboratory income 1235 1442
Developer funded asset income 203 228 192 272
Profit on disposal of property, piant and equipment - 797
Bulk service contributions released 41449 34 465

325192 262 195
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22, Revenue from non-exchange transactions
Government grants released 379 565 219 563

23. Water Losses: Physical and Commercial

Waler losses are included in Cost of sales. The level of physical and commercial losses for the year under review is
28.9% [R820,6 million], (2012: 31.2% [R768,3 million]). The level of physicai losses for the year under review is 13.7%
[R388,0 million], {2012: 13.2% [R325,5 million]). The level of commercial losses for the year under review is 15.2%

[R431.8 million], (2012: 18% [R443,8 milllon)).

The industry norm for water losses is 18%. Taking consideration hereof would result in a reduction of the level of water

lasses for the year under review to 10.9% [R309,5 million], {2012: 13.2% [R325,5 miltian]).

Pleasa refer to note 11 for additional information.
24. Expenses by nature
Gperating surplus for the year is stated after accounting for the following:
Operating lease charges - Contractual amounts
Premises

Motor vehicles
Equipment

Operating expenses

Allowance for debf impairment 26
Employee costs 28
Electricity and chemicals 27

Billing and meter reading charges

Depreciation, amortisation and impairments
Consumables

Security

Loss on disposal of property, plant and equipment
Insurance

Repairs and maintenance

Legal expenses

25. Auditors remuneration

Fees
26. Allowance for impairment {Bad debts)
Allewance for impairment

27. Electricity and Chemicals

Electricity
Chemicals

27 940 27 592
81 131 77 542
1662 1034
110 733 106 168
908 879 914 537
695 073 632 565
185 219 158 298
174 625 171 410
166 413 156 373
89 964 77 580
24 448 22723
14 856 -
10 063 7752
B 244 7 966
1425 1387
3755 3413
908 878 914 537
159 243 137 641
25976 20657
185 219 158 298
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28. Employee costs
Basic 481 996 445 764
Other allowances 81088 71198
Pension costs 69 706 55 049
Medical aid - company contributions 40 844 37 285
Leave pay 10104 11 B&2
Fost retirement benefit plan cost {Defined contribution plan) 12 887 8 881
Housing benefits and allowances 2348 2516
699 073 632 565
Average number of employees employed during the year
- Permanent 2436 2420
29. Interest revenue
Interest earned - sweeping account 2899 1775
Interest on impaired accounts 66 275 55770
69 174 57 545
30. Finance costs
Interest paid - Shareholder loans and Finance leases 295 087 306 726

31. Taxation

As the company is a water service provider it has been exempt from normal company taxation in terms of Section
10(1)(t) of the Income Tax Act, Act 58 of 1962, published in the Government Gazette.

32. Cash generated from operations

Surplus before taxation

Adjustments for:

Depreciation, amortisation and impairments
Allowance for impairment

Movements in retirement benefit assets and liabilities
Movements in provisions

Other non-cash items

(Loss)/Profit on disposal of property, plant and equipment
Developer funded asset income

Changes in working capital:

Inventaries

Other receivables

Consumer debtors

Trade and other payables from exchange transactions
Unspent conditional grants

Net movement in balances with group companies

11826

16

812 012 364 505
166 413 156 373
909 B79 914 537
7 140 1974
1280 1 800
29714 (3 901)
(14 856) 797
(203 228) {182 272)
(3333) (2 254)
(3 990) 1272
(1201 480) (1228 104)
175913 486 602
{982) (4 120)
6 448 (935)
680 930 496 274
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33, Commitments
Authorised capital expenditure
Already contracted for but not provided for
Property, plant and equipment 1150 214 720 204

The commitments disclosed above relate only to construction contracts with suppliers. Other procurement contracts
with suppliers are subject to the demand or requirements of Johannesburg Water and as such, there Is no fixed future

obligation or commitment in respect of these contracts.

This capital expenditure is to be financed from internally generated funds and from sharehalder loans and grants as

follows:

This expenditure will be financed from:
Shareholder loans

Grant funding

Internal cash

Operating leases - as lessee

Minimum lease payments due

. within ane year
. in second lo fifth year inclusive
. later than five years

800 080 291210
341 737 426 240

B 397 2754
1150 214 720 204
26 349 25 781
B7 297 113 647
33426 33 426
147 072 172 854

Operating iease payments represent rentals payable by the company for certain of its office praperties. Leases arg
negotiated for an average term of seven years and rentals are fixed for an average of three years. No contingent rent

is payable. [.ease agreements over office properties are subject to escalation clauses
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34. Related parties

Relationships
Parent

Other members of the group

Members of key management

Other related parties

Related party balances
Loan amounts owing by related parties

City of Johannesburg Metropalitan Municipality - Net current assets

Loan amounts owing to related parties

City of Johannesburg Metropolitan Municipality -Net current liabilities

City of Johannesburg Metropolitan Municipality - long term loans
Finance lease obligation: sharsholder
Short term portion of long term loans

Related party balances

Amounts owing by related parties

City of Johannesburg Metropolitan Municipality - General
Pikitup Johannesburg SOC Ltd - General

Johannesburg Roads Agency SOC Ltd - General

City of Johannesburg Metropalitan Municipality

City of Johannesburg Property Company SOC Lid
City Power Johannesburg SOC Ltd

Johannesburg City Parks NPC

Johannesburg Development Agency SOC Ltd
Johannesburg Metropolitan Bus Ssrvices SOC Ltd
Johannesburg Roads Agency SOC Lid
Johannesburg Social Housing Company SOC Lid
Metropolitan Trading Company SOC Lid

Pikitup Johannesburg S0OC Ltd

The Johannesburg Civic Theatre SOC Ltd

The Johannesburg Fresh Produce Market SOC Lid
The Johannesburg Zoo NPC

Directors' emoluments and other Key Management
Personnal Remuneration - Note 35

There were no related party declarations made during

the year by any supplier, tenderer or employae in
terms of Supply Chain Management Regulation 45.

Amounts owing to related parties (excluding long term liabilities)

City of Johannesburg Metropolitan Municipality
Juhannesburg City Parks NPC

Johannesburg Roads Agency SOC Ltd
Johannesburg Development Agency SOC Lid

- 78 832

28773 -
2460548 2540772
7 045 6899
407 126 370 228
2903492 2917 899
103 331 130 930

- 143

4 5

103 335 131078
530 229 422 326
482 404

11 081 6787

- 434

550 792 420 951
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34. Related parties (continued)
Related party transactions
Sales to related parties
City of Johannesburg Metropolitan Municipality 1168 1949
Pikitup Johannesburg SOC Lid 384 373
Johannesburg Roads Agency SOC Ltd 18 25
1571 2347
Purchases from related parties
City of Johannesburg Metropalitan Municipality {286 026) {287 B4)
Johannesburg Social Housing Company SOC Ltd (2 105) {1 406)
Johannesburg City Parks NPC (856) {1135)
Johannesburg Development Agency SOC Ltd - (381)
Johannesburg Roads Agency SOC Lid {20 233) (17177}
(309 220) (307 993)
Interest on shareholder loans and sweeping account
Interest earned on swesping account 2899 1775
Interast paid an sharaholder oans {284 811) (306 671)
(291 912) (304 896)

All transactions with group companies are canducted at amms length.
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35. Directors’ emoluments and other Key Management Personnel Remuneration

The emeluments paid to the directors, senior management and members of the audit committee is reflected

hereunder.

Executive directors

2013 Basic salary Bonutes and Travel Conlribulions Total
performance allowances to pension
related funds and
paymenis meadical ald
L Dhlamini - Managing Director 939 - 269 136 1344
M. Padiaychee - Financial Director 1376 209 - 198 1783
2315 209 269 334 3127
2012 Basle salary Banuses and Travel Contributions Totat
parformance allowances to pension
redated funds and
payments madical ald
GT Dumas - Managing director - 196 - - 196
M Padiaychee - Acting Managing 826 - - 92 918
Director
M. Padiaychee - Financial Director 573 193 - 94 860
1399 389 - 186 1974
Non executive directors
Services rendered as director of company 2013 2012
Ms M van Rensburg Retired 24/04/2012 - 160
Mr N Macieod Retired 24/04/2012 - 150
Dr N Mabuya Retired 24/04/2012 - 95
Mr N Govender 124 157
Ms N C Skeepers 147 147
Ms N Msezane 120 112
Mr C Tilly 175 145
Ms G Moloi 144 42
Mr J Mateya 257 24
Mr C Motau 82 24
Ms C Mbili 161 18
| Jacobs Retired 23/03/2013 - -
1210 1074
Services rendered as independent members of audit committee
Ms C Mbili Retfired 24/04/2012 - 42
Ms M Malope Retired 6/10/2011 - 20
MrV Mokwena 78 7
Ms K Mdutshane 78 18
Mr R Buys 71 11
227 98
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35. Directors’ emoluments and other Key Management Personnel Remuneration {continued)
Senior Management
2013 Basic salary Bonusas and Travel Contribuiions Totzl
performance allowances 1o pension
relaled funds ang
payments medical aid
B Q Zimu 1185 177 - 154 1516
J M Methula 623 62 162 71 918
N J Mukwevho 1216 104 176 171 1667
D Shabalala 147 - 31 23 201
G J Luden (3 months) 246 - - 50 296
347 343 369 469 4 598
2012 Basic salary Bonuses and Travel Contributions Total
performance allowances 1o pension
related funds and
payments medical aid
B G Zimu 1137 171 - 150 1458
J M Methula 322 - 90 39 451
N J Mukwevho 571 - 88 81 740
J Mnisi 881 3 a6 148 1156
G Luden o911 32 - 180 1123
3822 234 274 588 4928

36.

J Mnisi acted in the capacity of Managing Director for the period, 1 January 2012 to 29 February 2012.
B Q Zimu acted in the capacity of Managing Director for the period, 1 March 2012 to 13 May 2012.

G J Luden acted in the capacity of Managing Director for the period 14 May 2012 to 30 September 2012,

Comparatives restated

The comparative figures have been restated as a result of prior year adjustments as per note 37.
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37. Prior year adjustments (errors)

37.1 Revenue from exchange fransactions

The City of Johannesburg Metropalitan Municipality has subsequently recalculated the accrual value in relation to the
2011 and 2012 financlal years and this amaunts to a reduction in revenue for the 2011 and 2012 financial years as
disclosed below. This has been accounted for as a prior periad adjustment accordingly.

2012 2011
Cumulative
Impact on Statement of Financial Position
Decrease in Consumer debtors: Exchange transactions {217 682) {274 566}
Impact on Statement of Financial Performance
Decrease in Revenue from exchange transactions (217 682} (274 566)
Impact on Statement of Chanaes in Net Assets
Decrease in net surplus for the year (217 682} (274 566)

37.2 Reversal of discounting

The effect of the time value of money (discounting) should only be taken into account where extended payment terms
are granted. Based on circufar 08/2008, it follows that extended payment terms are thosse credit terms outside of
normal credit terms. It has been determined that the company has historically been discounting trade receivables and
trade payables on normal credit terms (.. 30 days) since inception of the accounting standard. This was inconsistent
with the accounting framework (GRAP), Circular 08/2006 and common business practice. it has now been corrected.

2012 2011
Cumuiative

Impact on Statement of Financial Position
Increase in Consumer debtors: Exchange transactions 2598 1551
increase in trade and other payables from exchange transactions (383) (801}
Impact on Statement of Financial Performance
Increase in Revenue from exchange transactions 23039 20682
Increase in Cost of sales {10 950) (8 874}
Increase in Other income 148 8
Increase in Operating expanditure (3 689) (2 35G)
Decrease in Effective interest rate adjustment (6 243) (6710)
Impact on Statement of Changes in Net Assets
Increase in net surplus for the year 2305 750

37.3 Reclassification of interest on impaired accounts

Interest on impaired accounts was previously disclosed under Operating expenses on the Statement of Financial
Position. More specifically it was accounted for as a set off against the allowance for impairment (bad debt), This
practice is not permitted in term of GRAP 1. The effect of the incorrect treatment was that the allowance for
impairment (bad debt) and the interest on averdus accounts were not accurately disclosed in the current and prior
year's financial statements to reflect the substance of the transaction. This has now been corrected by accounting for
the interest in impaired accounts under Interest Ravenue on the Statement of Financial Pasition. The correction for
prior periods is set out below.

2012 2011
Cumulative

Impact on Statement of Financial Performance
Increase in Interest revenue 55770 63 8980
Increase in Operating expenditure (55 770) (63 990)

Impact on Statement of Changes in Net Assets
Increase/(decrease) in net surplus for the year - -
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37.4 Fleet finance lease recognition

The lease classification for specialised vehicles as adopted in the prior year was deemed to be incorrect by the City of
Johannesburg Metropolitan Municipality. The subsequent correction in accounting treatment from operating to finance

lease has resulted in a prior period error requiring correction as set out below:

Impact on Statement of Firancial Position

Increase in Property, plant and equipment

Increase in Finance lease obligation: Shareholder

increase in Finance lease obligation: Other

Decrease in Trade and other payables from exchange transactions
Impact on Statement of Financial Performance

Increase in Finance costs

Decrease in operating expenditure

Irmpact on Statement of Changes in Not Assets

Decrease in net surplus for the year

37.5 Cumulative Impact on Statement of Changes In Net Assets

2012 2011
Cumulative

6 795 -
(6 898) -
(2 050) -
2050 -

238 -
134 -

(104) -

The cumulative impact of the Statement of Changes in Net Assets as a result of the prior year adjustments listed

above is as fallows:

Impact on Statement of Changes in Net Assets
Increase in net surplus for the year

2012 2011
Curmnulative

(215 481) (273 B16)
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38. Risk management
Financial risk management

The company's overall risk management program, in conjunction with the sharehoider, focuses on the unpredictability
of financial markets and seeks to minimise potential adverse effects on the company's financial performance. Risk
management is carried out by a ceniral treasury department at the shareholder under policies approved by the
mayoral commitiee. The board of directors sanction a risk management policy which considers financial risk
management within the organisation. The company has no exposure to foreign exchange risk.

Liquidity risk

The company's risk to liquidity is a result of the funds necessary to cover future commitments. The company manages
liguidity risk through an ongoing review of future commitments and credit facilities.

The table below analyses the company’s financial liabilities into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity date. The amounts disclosed in the table are the contractyal
undiscounted cash flows.

At 30 June 2013 Less than 1 Between 1 Between 2 Over § years
year and 2 years and 5 years
Loans from shareholder 815 431 653 382 1640 941 1026 956
Finance lease obligation: Shareholder 1782 1644 3 447 172
Finance lease obligation: Other 1641 1504 279 -
Trade payables with group companies 11 559 - - -
Trade and other payables from exchange transactions 1028 057 - - -
At 30 June 2012 Less than 1 Between 1 Between 2 Over § years
year and 2 years and 5 years
Loans from shareholder 671799 655 603 1753 293 1722 482
Finance lease obligation: Sharsholder 1287 1421 3 564 627
Finance lease ohligation: Other 712 771 566 -
Trade payables with group companies 5111 - - -
Trade and other payables from exchange transactions 707 491 - - -

Interest rate risk

As the company has no significant interest-bearing assets or liabilities subject to interest rate fluctuations, the
company’s income and operating cash flows are substantially independent of changes in market interest rates.

The company's only Inlerest-bearing assets or liabilities subject to interest rate fluctuations is a portion of the
shareholder's loan linked to the Jibar interest rate and the bank sweeping account with the sharefolder. Other than
these items, the company's income and operating cash flows are substantially independent of changes in market
interest rates, The table below illustrates the likely cash flow risk to the company in the event the inferest rate
fluctuates, An increase / (decrease) in the interest rate at the reporting date would have increased / {decreased) the
surplus by the amounts shown below.

Sensitivity analysis for interest rate risk

Financial instrument Current interest rate

Bank sweeping (+1%) 5.06% 727 192

Bank sweeping (-1%) (727} (192)
Shareholder [oan (Jibar linked) (+1%) 7.47% 7 528 733

Shareholder loan (Jibar linked) (- 1%} {7 528) (7 331)
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38. Risk management (continued)
Credit risk
Credit risks arise mainly from trade receivables with group companies, loans to shareholder, trade and other
receivables and cash and cash equivalents, The company's cash resources are swept on a daily basis to the
shareholder who manages the cash resources in a central treasury department.
Trade receivables comprise a widespread customer base. 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
expearience and other factors. The maximum exposure to credit risk is limited to the values disclosed in note 12.

39. Unauthorised, fruitless and wasteful expenditure
There was no unauthorised, fruitless and wasteful expenditure during the current and comparative years.

40. Deviations from formal procurement processes

Product Category Via Via Price Total
Negofiations at Quotations Deviations
Bid Committee

Emergencies 9676 10 478 20154
Sole Suppliers 28 057 11 204 30 261
Impracticality 161 563 15 BO4 177 367

199 296 37 486 236 782

The table abave indicates instances where it was impractical to invite competitive bids for specific requirements. The
company's supply chain management policy and the Local Government Municipal Finance Management Act, 2003,
as per Regulation 36{1) allows the Accounting Officer to dispense with the official procurement processes established,
to procure any required goods or services through any convenient process which may include direct negotiations or
price quotations in the following Instances:

« Emergencies - where immediate action is necessary to avoid a dangerous or risky situation or misery or disaster
+ Sale suppliers - where such goods or services are produced or available from a single provider only
* Any other exceptional cases where it is impractical or impassible to follow the official procurement processes

itis further noted that the deviations referred to above have been ratified by the Accounting Officer an a monthly basis
and the appropriate reasons recorded, where officials or bid committees acted in terms of delegated powers which are
purely of a tachnical nature. All these deviations have also in terms of the regulations been reported lo the board of
directors as required.

41. Irregular expenditure

Recenciliation of irregular expenditure
Opening balance - 168
Condoned - (168)
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41. Irregular expenditure (continued)

During an audit of the company's vendor database, the company's declarations of interests’ forms which are required
to be completed and submitted by prospective ssrvice providers, had a discrepancy in the wording when compared to
the requirements of the MFMA Regulation 44 (b).

Accordingly, this resulted in irregular expenditure of R168 being awarded via the quotations process to persons of
which one of the shareholders is in the service of the state. The MFMA regulation 44 (b) prohibits awards to non
natural persons of which any director, manager, principal shareholder or stakeholder is a person in the service of the
state. The MFMA regulation 13 {c} (i) however does not necassarily prohibit such persons to submit an offer provided
they declare that they are in the service of the state or have been in the service for the pravious twelve months. It is
further noted that the service provider involved in this instance is not connected with or related to any one employed
by the company.

The board has subsequently condoned this expenditure in 2012.
42. Actual capital expenditure versus budgeted capital expenditure

Refer below for the comparison of actual capital sxpenditure versus budgeted capital expenditure per source of

funding.

Capital budget for the the year 762 232 538 632

Actual spend for the year {741 950) (537 631)

20 282 2 001

Actual spend as a percentage of budget 97.3 % 98.6 %

Capital expenditure - Actual vs Budget

Sources of funds Original Budget Final Budget Actual Variance

Budget  Adjustment fl{u)

Loans 387 600 (25 285) 362 315 342 222 (20 093)

Own Funding 20 000 2000 22 000 22 659 659

Grants and subsidies 320832 57 285 377 917 377 069 (B48)
728 232 34 000 762 232 741 950 (20 282)
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43. Additional disclosure in terms of Municipal Finance Management Act

Audit fees
Opening balance - 397
Current year fee 3755 3413
Amaunt paid - current year (3 626} (3 413)
Amount paid - previous years - (387}
129 -
PAYE and UIF
Opening balance 6946 6750
Current year contributions 102 501 93 937
Amount paid - current year (101 148) (86 991}
Amount paid - previous years - {6 750)
8 299 6 946
Pension and Medical Aid Contributions
Current year contributions 149 203 136 494
Amount paid - current year (149 203) (136 494)

44, Subsequent Events

There are no material events that require comment.
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