Johannesburg Roads Agency
_[Registration number 2000/028993/07)
Anndé_i Ein_'ah_ci:'aj'S_taftém'entéfdr the year efided 30 June, 2016 —

Directors' responsi'bil'i'ties and approval

The Directors are required by the Municipal Finance Management Act (Act 56 of 2003}, to maintain adequate
accounting records and are responsible for the content and integrity of the annual financial statements and related
financial information included in this report. 1t Is the responsibility of the Directors to ensure that the annual financial
statements fairly present the state of affairs of the entily as at the end of the financial year and the resulits of iis
operations and cash flows for the period ended. The external auditors are engaged fo express an independent opinion
on the annual financial staterments and were given unrestricted access to all inancial records and related data.

The annua! financial statements have been prepared in accordance with the prescribed Standards of Generally
Recognised Accounting Practices (GRAP) issued by the Accounting Standards Board as the prescribed framework by
National Treasury. .

The annual financial statements are based upon appropriate accounting policies consistently applied and supported
by reasonable and prudent judgements and esfimates. .
The Directors acknowledge that they are ultimately responsible for the system of internal financial control established
by the entity and place considerable importance on maintaining a strong control environment. To enable the Directors
to meet these responsibifities, the Directors set standards for internal control aimed at reducing the risk of esror of
deficit in a cost effective manner., The standards include the proper delegation of responsibiliies within a clearly
defined framework, effective accounting procedures and adequate segregation of dutles to ensure an acceptable level -
of risk. ‘These controls are monitored throughout the entity and all employees are required to maintain the highest
athical standards in ensuring the entity’s business Is conducted in a manner that in all reasonable clrcumstances is
above reproach. The focus of risk management in the entity is on identifying, assessing, managing and monitaring all
Kknown forms of risk across the entity. While business risk cannot be fully eliminated, the entity endeavours to minimise
it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints. '

The Directors are of the opinion, based on the information and explanations given by management, that the system of

internal cantrol_provides reasonable assurance that the fi i Lemrds_maymbﬂelied_an“fotihe_ptépanaﬂoh.oi_ihem,,,,,,,Q,,,,,l,,,._'____'______.

Tannual financial statements. However, any system of lnternafﬁnapcfat’pontmimrrprﬂvideﬁnly—reasenabIe#and——net,mﬁ,,,,,,,7,,_7_,,,,...,,.

absolute, assurance against material misstatemant.

The entity is wholly dependent on the Gity of Johannesburg Metropolitan Municipality for continued funding of
operations. The annual financial statements are prepared on the basis that the entity is a going concern and the City of
Johanneshurg Metropolitan Municipality has neither the intention nor the naed to liquidate or curtail materially the
scale of the enfity.

Although the Directors are primarily responsible for the financial affairs of the entity, they are supported by the entity's
internal auditors.

The external audifors are responsible for independently reviewing and reperting on the entity's annual financial
statemnents. The annual financial statements have been examined by the entity's external auditors and their report is
preseniad on page 9.

The annual financia! statsments set out on pages 13 t0 73, which have been prepared on the going concam basis,
were approved by the Board of Directors on 30 November 2016 and were signed on its behalf by the Managing
Director and the Chairperson of the Board:

SN ¢

Pbr. § Phillips - Managinb Director {appoinfed 1 J Manche - Chairperson
May 2016)

Johanneshurg
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Audit Committee Report

[ntroduction

It is the responsibility of the Audit Committee, duly appointed by the
Shareholders in general meeting, to issue this report for the 2015/16 financial
year. The composition of the Committee, and attendance, is addressed in the
Governance Report (Chapter 2). The activities of the Committee are guided by
the legislated mandate as well as detailed Terms of Reference duly informed by
the Municipal Finance Management Act (Section 66), the Municipal Systems Act,
the Companies Act (Section 94) and King Il and are approved by the Board.
The annual financial statements form part of the integrated report. The
Committee is also tasked with the oversight of the risk management process and
the governance of Information Technology in terms of the MFMA; however this
has been delegated to a stand-alone Risk and IT Committee of the Board. The
Risk and |IT Committee has provided the necessary oversight and assurance to
this Committee which has had sight of all Risk and IT Commitiee meeting
minutes for the review period.

During the year under review the Committee fulfiled all the functions and
discharged its responsibilities as prescribed in the Municipal Finance
Management Act, No 56 of 2003; The Municipal Systems Act, No 32 of 2000 and
the Companies Act, No71 of 2008, King lli and the Terms of Reference.

External Auditor Appointment
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The Committee has satisfied itself that the external auditor is independent of the
company, as set out in section 94(8) of the Companies Act, 2008. in consultation
with Executive Management, The Committee agreed the Auditor-Generat of SA's
engagement letter, noted the Audit Strategy together with the fees.

Summary of Main Activities

Integral fo the discharge of its duties and obligations, the Committee has
considered the following:




(a) In respect of the external audrt

Reviewed the audit strategy, eva[uated the effectweness of the
external auditor and evaluated the external auditor's internal quality
contro! procedures;

Obtained assurances from the external auditor that adequate
accounting records were being maintained, including reports pertaining
to the effectiveness of the company’s internal control environment,
systems and processes; and

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

(b) In respect of the annual financial statements:

Confirmed that “going concern” assumption was correctly used as the
basis of the preparation of the annual financial statements and
considered the basis upon which the company was determined to be a
going concern;

Consn:lered the annual fmanclal statements the ;nformatton upon

fo submlssu'm and approvai by the Board

Ensured that the annual financial statements fairly present the financial
position of the company as at the end of the financial year;

Considered accounting treatments and accounting judgements and
conclusions;

Considered the appropriateness of the accounting policies adopted and
any changes thereto; ‘

Reviewed the external auditor's audit report, including any significant
legal and tax matters that could have a material impact on the financial
statements;

Met with management and both the external and internal auditors to
ensure all parties had an opportunity fo raise any concems with the
Comimittee; and

Considered the adequacy and effectiveness of con‘trols and
procedures, including meeting separately with management, external
audit and internal audit.

(c) In respect of internal control and internal audit:
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~—ensuring that the-.Company's-objectives-were achieved. The-Commitiee was

~.Reviewed and.approved. the .annual internal..audit .charter.and .audit .

plan-and evaluated the independence,effectiveness and ‘performance
of the internal audit department and-compliance with its charter and the
approved audit plan;

Considered the reports of the internal auditor regarding the systems of
internal control including financial controls and maintenance of effective
internal contro! systems;

Received assurance that proper and adequate accountlng records
were maintained, including - the safeguarding of assets and the
prevention of corruption and fraud;

Reviewed significant issues raised by the internal audit processes and
the adequacy, and implementation, of corrective action in response to
significant internal audit findings, and

Assessed the adequacy of the performance of the internal audit
function, and specifically assessed the performance of the head of the
internal audit function and the adegquacy of the available internal audit
resources and make recommendations to correct shortcomings.

Based on the above, the Committee formed the opinion that, while the controls
were in place, some were not wholly effective in achieving their purpose and
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however of the opinion that this did not lead to any material breakdowins ifi
internal control, including financial controls and business risk management.

(d) In respect of risk management and information technology:

o Reviewed the company's policies on risk assessment and risk

management, including fraud risks and information technology risks as
they pertain to financial reporting and the going concern assessment,
and found them to be sound,

Reviewed IT risk and IT governance;

Considered and evaluated significant [T investments and the delivery
and management of {T services. :

respect of sustainability issues contained | in the sustainable

development report:

Oversaw the process of sustainability reporting; and




e “Received the necessary. assurances -from management that.material...
disclostires “are “reliable “and ~do “not “conflict” with ~the ~financial
information.

(f) In respect of performance information:

o Oversaw the performance information throughout the year through the
quarterly internal audit reports received;

e Considered the Annual Performance Report for the year under review
and recommended it for approval o the Board of Directors.

(9) In respect of legal and regulatory requirements to the extent that it may
have an impact on the financial statements:

. e Reviewed with management, legal matters that could have a material
impact on the group;
o Reviewed with the company’s internal legal advisor the adequacy and
' effectiveness of the group’s procedures to ensure compliance with
legal and regulatory responsibilities;
e Monitored complaints recelved \na the groups Whlstle biowers

—reporting-hotline; ——

"« Confirmed - with management that they had reported on any tems of

unauthorised, irregular and fruitless and wasteful expenditure in terms
of the MFMA (S 102); and .

e Considered reports provided by management, the internal auditor and
the external auditors.

(h) In respect of the coordination of assurance activities:

¢ Reviewed the plans and work outputs of the external and internal
auditors and concluded that these were adequafe to address all
significant risks facing the business; and

o Considered the expertise, resources and experience of the finance
function, including that of the Chief Financial Officer ,the head of the
Supply Chain Management (SCM) function and senior members of
management, and concluded that these were appropriate; and

Fraud and Whistle Blowing

The Committee has received quarterly reports pertaining to instances of fraud
and / or corruption received and reviewed by the internal audit department,
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_including reports. received. through. the independent Whistle Blowing hotline. The
Committee has exercised oversight in-respect of financial reporting risks, internal
financial controls, fraud risks and IT risks as they relate to financial reporting.

Evaluation of the Expertise and Experience of the Chief Financial Officer and

Finance Funciion

The company had a fulltime appointed Chief Financial Officer throughout the
financial year 2015/16. The Committee has satisfied itself that the CFO has
appropriate financial expertise and experience.

The Committee has also considered and satisfied ifself of the appropriateness of
the expertise and adequacy of resources of the Finance function including the
experience of senior members of management responsible for the Financial
Function. '

Aftendance

Please refer to Annexure A for the schedule of meetings held and attendance by
members. In this regard it should be noted that the Managing Director resigned

- during the review period and meetings for the last quarter were attended-by the =

-~ acting Managing Director:

Conclusion
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Based on our review of the integrated report of JRA, comprising the annual
review and annual financial statements we are of the opinion that, in all material
respects, the report complies with the provisions of the Municipal Finance
Management Act, No 56 of 2003; The Municipal Systems Act, No 32 of 2000, the
Companies Act, No 71 of 2008, the King Il Report and Generally Recognised
Accounting Practice as issued by the Accounting Standards Board and
prescribed by National Treasury.

The Committee concurred with -the Auditor-General's Audit Opinion for the
financial yéar ended 30 June 2016. While the Committee had hoped for at least
the maintenance of a clean audit outcome , the current Unqualified audit outcome
provides room fo learn and improve on shortcomings .

Having had regard to all material factors and risks that may impact on the
integrity of the integrated report, and having satisfied ourselves that the




lnformation is. reliable.. We . recommended . the report of. the JRA for the. year
ended 30 June 2016 for approval tothe Board of Directors.-

d
I
/

Mr H Mashele
Chairperson of the Audit and Finance Committee
On behalf of the Audit Committee

This report of the Audit and Finance Committee was considered and accepted
by the Board of Directors on the 1 December 2016
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Repott of the auditor-gene

legislature and the council of the City of
Johannesburg Metropolitan Municipality on
Johannesburg Roads Agency SOC limited

Report on the ﬁhanc%a& statements

Infroduction

1.

| have audited the financial statements of the Johannesburg Roads Agency SOC Lid set
out on pages ... to ..., which comprise the statement of financial position as at

30 June 20186, the statement of financial performance, statement of changes ih net
assets, cash flow statement and the statement of comparison of budget and actual
amounts for the year then ended, as well as the notes, comprising a summary of
significant accounting policies and other explanatory information.

Accounting officer’s responsibilify for the financial statements

2.

'-;",T::?,'ZZTEE'i-fLIijIZEIZ?.?TITREEUQITEEMG OiL

The accounting officer is responsible for the preparation and fair presentation of these

. financial statements in accordance with South African Standards of Generally . ..

Practice (SAstandards of GRAP) and e requirerments of ine

Municipal Finance Management Act of South Africa, 2003 (Act Na. 56 of 2003) (MFMA) and
the Companies Act of South Africa, 2008 (Act No. 71 of 2008)(Companies Act), and for
such Internal control as the accounting officer determines is necessary fo enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error:.

Auditor-general’'s responsibility

3.
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My responsibility is to express an opinion on these financial statements based on my
audit. | conducted my audit in accordance with the International Standards on-Auditing.
Those standards require that | comply with ethical requirements, and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or errar. In making those risk
assessments, the auditor considets internal control relevant to the municipal entity’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectivenass of the municipal entity's internal control. An




audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements. ' T B

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

Opinion

6. In my opinion, the financial statements present fairly, in all material respecis, the
financial position of the Johannesburg Roads Agency SOC Lid as at 30 June 2016 and
its financial performance and cash flows for the year then ended, in accordance with SA
standards of GRAP and the requirements of the MFMA and the Companies Act.

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

Significant uncetrtainties

7. As.disclosed in note 14 to the financial statements, the municipal entity is the defendant
in various lawsuit claims. The ultimate outcome of these matters cannot presently be
determined and a provision for a liability that may result has been made in the financial
statements.

O

8. - The municipal entity is a defendantmvar[ouslegal claims. A contingent liability has
been disclosed in note 29 fo the annual financial statements as the outcome of these
claims cannot be presently determined.

Restatement of corresponding figures

9. As disclosed in note 32 fo the financial statements, the corresponding figures for 30
June 2015 sheet date have been restated as a result of an error discovered during 30
June 2016 in the financial statements of the Johannesburg Roads Agency SOC Lid at,

. and for the year ended, 30 June 2015.

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

Other reports required by the Companies Act

10. As part of my audit of the financial statements for the year ended 30 June 2018, | have
read the Directors’ Report, the Audit and Risk Committee’s Report and the Company
Secretary's Cetlificate for the purpose of identifying whether there are material
inconsistencies between these reports and the audited financial statements. These
reports are the responsibility of the respective preparers, Based on reading these
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reports, | have not identified material inconsistencies between the reports and the

_.audited financial statements. | have not audited the reports and accordingly donot -

express an opinion-on them.

Unaudited disclosure notes

11. In terms of section 125(2)(e) of the MFMA, the municipal entity is-required to disclose
particulars of non-compliance with the MFMA. This disclosure requirement did not form
part of the audit of the financial statements and accordingly we do not express an
apinion thereon.

Report on other legal and regulatory reguirements

19. In accardance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004)(PAA)
and the general notice issued in terms thereof, | have a responsibility to report findings
on the reported petformance information against predetermined objectives of selected
programmes presented in the annual performance report, compliance with legislation
and internal control. The objective of my tests was to identify reportable findings as
described under each subheading but not fo gather evidence to express assurance on
these matters. Accordingly, | do not express an opinion or conclusion on these matters.

Predetermined objectives

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

: f'f'—feperted—peﬁe_smane{}r_n’fermatsc;n@f:tpe;fnuqw;ng;selecte,d;pmgrames presented in---
the annual performance report of the municipal entity for the year ended 30 June 2016:

« Programme 2: Roads mianagement on pages X fo x
+ Programme 3: Bridge management on pages X fo x

14. 1 evaluated the usefulness of the reported performance information io determine
whether it was presented consistent with the planned programmes. | further performed
tests to determine whether indicators and targets were well defined, verifiable, specific,
measurable, ime bound and relevant, as required by the National Treasury's
Framework for managing programme performarice information (FMPPL).

15. | assessed the reliability of the reported performance information to determine whether it
was valid, accurate and complete. -

16. 1did not identify any material findings on the usefulness and reliability of the reported
performance Information for the following programmes: '

e Programme 2: Roads management
¢ Programme 3: Bridge management
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Additional maiters

17. Although | identified no -m.a."teriéllﬁ.hdingg. on the usefu[nessandreltab:htyoftherepcried o
performance information for the selected programmes , | draw attention to the following
matters:

Achievement of planned targets

18. Refer to the annual performance report on page(s) x to x; x to x for information on the
achievement of the planned targets for the year.

~ Unaudited supplementary schedules

19, The supplementary information set out on pages x {0 X does not form part of the annual
performance report and is presented as additienal information. | have not audited these
schedules and, accordingly, | do not report on them.

Compliance with legislation

20. | performed procedures to obtain evidence that the municipal entity had complied with
applicable legislation regarding financial matters, financial management and other
related matters. My material findings on compliance with specific matters in key
legislation, as set out in the general notice issued in terms of the PAA, are as follows:

Annvual financial sfatemenfs~

21. The financial statements submitted for auditing were not prepared in all material
respects in accordance with the requirements of section 122 of the MFMA. Material
misstatements in the comparative figures of commitments and omission of prior period
error disclosure pertaining. to related parties and retirement benefit obligation identified
by the auditors in the submitted financial statements were subsequently corrected,
resulting in the financial statements receiving an ungualified audit opinion.

Procurement and confract mandgement

22. The performance of contractors or providers wag not monitored on a monthly basis, as
required by section 116(2)(b) of the MFMA.

internal conirol

23 | considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with legislation. The matters reported below are
limited fo the significant internal control deficiencies that resulted in the findings on
compliance with legislation included in this report.
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Financial and performance management

24. Senior management.did not prepare rellable and complote financial reports which
resulted in material amendments to the financial statements. '

25. Senior management did not adequately monitor. and review compliance with the MFMA
regulations over procurement and contract management. '

Other reporls

26. | draw attention to the following engagements that could potentially impact on the
municipal entity's financial, performance and compliance related matters. My opinion is
not modified in respect of these engagements that are either in progress ot have been

completed.

Investigations

27. Twenty-two cases of alleged irregularities relating to fraudulent acts, theft and improper
conduct were investigated during the financial year. The majority of these cases were
investigated internally by the municipal entity's ethics commitiee and four cases were
transferred to the City of Johannesburg Metropolitan Municipality's investigation unit. Of
these, ten cases have been completed and eight have passed the preliminary
investigation stage and the process of appointing external investigators have
commenced. -

Au drtor - G@eru'

Johannesburg

30 November 2016

<
@

AUDITOR-GENERAL
SO UTH AFRICA

Audliting to build public confidence

P112




Report of the auditor general

Respnnsibility of the hoard for the annual financial statements

The directors are responsible for the preparation and fair presentation of these annual financial statements in

accordance with [the applicable reporting framework/ibasls of accounting] and in the manner required by the Local

Government: Municipa! Finance Management Act, 2003 (Act No. 56 of 2003} (MFMA)] [Auditor General audit circular 1

of 2005], and in the manner required by the Companies Act of South Afrlca [any applicable enabling legislation. This

responsibility includes:

. designing, implementing and maintaining internal contro! relevant o the preparation and fair presentation of
annual financial statements that are fres from material misstatement, whether due to fraud or error;

»  selecting and applying appropriate accounting policies; and

«  making accounting estimates that are reagonable in the circumstances.
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Report of the auditor general

Responsi.bi.lity of the Auditor-General

As required by [section 188 of the Constitution of the Republic of South Afiica, 1998 read with section 4 of the Public
Audit Act, 2004 {Act No. 25 of 2004) {PAA)] Tand section XX of any applicable legislation], my responsibility is to
express an opinion on these annuai financial statements based on my audit. )

| conducted my audit in accordance with the International Standards on Auditing. Those standards require that |
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the annual
financial statements are free from material misstatement.

An audit involves performing procedures o obtain audit ovidence about the amounts and disclosures in the annual
financial statements. The procedures selected depend on the auditer's judgement, including the assessment of the
risks of material misstatement of the annual financial statements, whether due to fraud or error. In making those risk
assessmenis, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
annual financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control.

An audit also includes evaluating the:

»  appropriateness of accounting policies used;

«  reasonableness of accounting estimates made by management; and
«  overall presentation of the financial statements. :

Paragraph 11 et seq. of the Statement of Generally Recognised Accouniing Practice, GRAP 1 Presentation of
Einancial Statements requires that financial reporting by entifies shall provide information on wheiher resources were
obtained and used in accordance with the legally adopted budget. As the budget reporting standard is still in the
process of being developed, 1 have determined that my audit of any disclosures made by [name of entity] in this
respect will be fimited to roparting on non-compliance with this disclosure requirement.

{ believe that the audit evidence | have obtained is sufficient and appropriale to provide a basis for my audit opinion.
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Report of the auditor general

Basis of accounting

The entity's policy is to prepare annual financial statements on fthe basis of accounting determined by the National
Treasury] [entity-specific basis of accounting] as set out in [accounting policy note ] [note to the financial statemenis].

Other matiers

Matters of governance

The Auditor-General of South Africa
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Johannesburg Roads Agency

(Registration number 2000/028983/07) . ..

Annual Financial Statements for the year ended 30 June, 2016

Director's Report

The directors submit their report for the year ended 30 June, 2016.

The entity was incorporated on 17 November 2000 and obtained its cerfificate to commence business on the same

REVIEW OF ACTIVITIES
Main business and operations

The entity is engaged in the construction and maintenance of roads, traffic signals and storm water infrastructure and
operates principally in Johannesburg, South Africa.

The operatiﬁg resulis and state of affairs of the snlily are fully set out in the attached annual financial statements. For
further details reference can be made to the Chairman's Report and the Accounting Officer's Report. These reports do
not form part of the annual financial statements and can be requested from the company secrefary.

Net deficit of the enfity for the vear ended 30 June 2016 was R 2,756,248 (2015 surplus R 181,841,034), after
taxation, The entity relies on the City of Johannesburg Metropolitan Municipality for funding of its continued existence.

The entity is a state owned Company with the City of Johannesburg Metropolitan Municipality being the sole
sharcholder. The JRA is wholly dependsent on the City for continued funding of operations. The annual financial
statements are prepared on the basis that the entlly is a going concern and the City has neither the intention, nor the
need to liquidate or materally curtail the scale of, or funding to the entity.

[his basis presumes St fomds-will-bo- available {o finance-futire-operations.and-that the realisation of assets and

setflement of liabilities, contingent obfigations and commitments will octur in the ordinary course of business.

The approved operating budget for the 5016/2017 financial year is R 884 192 000 and the approved capital budget for
the 2016/2017 financial yearis R 1 439 941 000.

SUBSEQUENT EVENTS

The diractors are not aware of any matter or circumstance arising since the end of the financial year which will
materially alter the report as submitted.

DIREGTORS' INTEREST IN CONTRACTS
The Directors have declared that they do not have any interesté in the contracts of the entity.
ACCOUNTING POLICIES

The annual financial statements prepared in accordance with the prescribed Standards of Generally Recognised
Accounting Practices (GRAP)} issued by the Accounting Standards Board as ihe prescitbed framework by National

1. INCORPORATION
day.

2.

3. GOING CONCERN

4,

5.

6.
Treasury.

7. SHARE GAPITAL

There were no changes in the authorised or issued share capital of the entity during the year under review.
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Johannesburg Roads Agency
(Registration number 2000/028993/07) .

Annual Financial Statements for

Director's Report

the year ended 30 June, 2016

10.

1.

i2.

13.

_Business address.

BOARD

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

Name
J Manche - Chairperson

Dr. S Phillips - Managing Director (appointed 1

May 2016)

G Mbatha CA({SA} - Chief Financial Officer
(CFO)

L Nxumalo

H Mashele

E Ngomane

L Mashamaite

A Torres

N Msezane

J Maina {resigned 29 June 2016)

M Ramasia (resigned 15 March 2016)

P Govender (appointed 15 March 2016)

M Kau - Acting Managing Director {unti! 30
April 20186)

SECRETARY

The secretary of the entity is Karen Mills of:

Postal address

CONTROLLING ENTITY

The entity's controlling entity is The City of Johannesburg Metropolitan Municipality

SPECIAL RESOLUTIONS

It was resclved that the remuneration of the non-
Company for the perlod ended 30 June 2016, be appro
Municipality policy dealing with the remuneration of non-executive
members and futther, that the remuneration
2016 be paid subject to the upper limits of remuneration as de
Municipality in terms of section 89 of the Local Government: Municipal Finance Mana

BANKERS
Standard Bank Limited.

AUDITORS

The Auditor General of South Africa will continue in office for the next financial period.

Nationality
South African
South African

South African

South African
South African
South African
South African
South African
South African
South African
South African
South African
South African

66 Pixley Ka Isaka Seme Street
Cormer Rahima Moosa Street

Johannesburg
Gauteng
2001

Private Bag X70

Johanneshurg
2017

of the executive directors o

executive directors and independent audit committee members of the
ved, in accordance with the City of Johannesburg Metropolitan
directors and independent audit commiltee
§ the company-for the period ending 30 June
termined by the City of Johannesburg Metropolitan
gement Act, 2003.
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Johannesburg Roads Agency
(Registration.number 2000/028993/07)

el Siaiemants for tho year andsd 30 Jur, 2016

Director's Report

14. MEETINGS

Ten (10) Board meelings as well as {3) workshops and one {1} inteiview process with the new MD took place. Six (6)
Audit and Finance, four (4) Risk and IT, seven (7} Seivice Delivery and six (6) Remuneration Social and Ethics
Committee maetings were held during the period 1 July 2015 to 30 June 2018,
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Johannesburg Roads Agency
(Registration number-2000/028993/07) - . . .
Annual Financial Statements for the year ended 30 June, 2016

Company secretary’s certification

Declaration by the Company Secretary in respect of Section 88(2)(e) of the Companies Act

In terms of section 88(2){e) of the Companies Act 74 of 2008 and the Municipal Finance Management Act, Act 56 of
2003, | certify tha, to the best of my knowledge and belief, the company has lodged for the period endad 30 June
2016, with the Companies and Intelectual Property Commission all such returns as are required and that all such
returng are true, corregtan to date.

Karen Mills
Company Secretary

Johannesburg
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Johannesburg Roads Agency
(Registration number 2000/028993/07)
Annyal Financial Statements for the year ended 30 June, 2016

Statement of Financial Position as at 30 June, 2016

2015

Figures in Rand Note(s) 2016
Restated”
Assefs
Current Assets
Inventories 3 42,224,159 19,892,189
Trade and other receivables 5 543,646,437 A42.772,310
Cash and cash equivalents 7 309,041,032 A25 740,217
596,111,628 888,404,716
Non-Current Assets
Property plant and equipment 8 178,175,031 169,575,654
Intangible assets 9 24,282,193 17,294,441
Loans to shareholders 4 57,205,551 58,505,487
259,662,775 235,375,582
Total Assets 1,155,774,403 1,123,780,298
Liabilities
Current Liabilities
Finance lease obligation 12 11,508,334 10,619,708
Trade and other payables 13 623,430,202 674,013,399
Provisions 14 50,364,353 26,099,578
685,302,289 713,632,685
e NGTECTFTENt Llabit “eb = i
Finance lease obligation 12 28,539,938 45,986,670
Employee bensfit obligation 6 50,232,806 45,887,893
_ 78,772,745 61,874,563
Total Liabilities 764,075,634 775,507,248
Net Assets 391,698,769 348,273,050
Share capital 15 1,000 1,000
Reserves
Contribution from owner 16 227 626,583 181,444,616
Accumulated surplus 164,074,186 166,827,477
Total Net Assets 391,698,769 348,273,093

* See Note 32
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Statement of Financial Performance

Figures in Rand Nota(s} 2016 2015
Restated”

Revenue 17 895,454,596 869,072,189
Cost of road maintenance 18 {551,776,110) {445,538,345)
Gross surplus 343,678,486 423,433,844
Other income 19 20,626,408 75,194,253
Operating expenses (398,624,939} (329,263,278)
Operating {deficit) surplus 20 (32,320,045) 169,364,819
[nvestment income 22 34,247 477 20,649,688
Finance costs 24 (4,683,380) (8,173,373}
{Deficit) surplus for the year (2,756,248) 181,841,034

* See Note 32
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Contribution

Share capital Accumuiated To@lnet
Figures in Rand from owner surplus assefs
Balance at 01 July, 2014 1,000 123,014,187 - (15,013,557} 108,001,630
Changes in nef assets
Surplus for the year - - 181,841,034 181,841,034
Assets financed through COJ - 58,430,429 - 58,430,429
Total changes - 58,430,429 181,841,034 ' 240,271,463
Restated* Balance at 01 July, 2018 1,000 181,444,616 166,827,434 348,273,050
Changes in net assets
Surplus for the year - - (2,756,248} (2,756,248}
Assets financed through COJ - 46,181,967 - 46,181,967
Total changes - 46,181,967 (2,756,248) 43,425,719
Balance at 30 June, 2016 4,000 227,626,583 164,071,186 391,698,769
Note(s) 15 .16

* See Note 32
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Cash Flow Statement

Figures in Rand Note(s) 2016 2015
Restated”

Cash flows from operating activities

Recelpts

Subsidies and other 814,906,878 1,050,742,638

|nterest income 28,520,590 20,649,588
843,427,468 1,071,392,226

Payments

Suppliers and smployess (886,524,861) (673,089,044)

Finance costs 8 (1.122)
(886,524,869)  (673,090,166)

Net cash flows from operating activitios 27 {43,097,401) 398,302,060

Cash flows from investing activities

Purchase of property plant and equipment 8 (52,435,042) {42,630,1186)

Purchase of other intangible assets g (8,188,568} (15,798,687}

Net cash fiows from investing activities (60,623,610) (58,428,813)

Cash flows from finanging activities

Finance lease payments (12,078,i74)  (10,739,395)

Met {decrease) increase in cash and cash equivalents {115,799,185) 329,133,852

Cash and cash equivalents at the beginning of the year 425 740,217 96,606,365

Cash and cash equivalents at the end of the year 7 309,941,032 425,740,217

* Bee Nole 32
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Statement of Comparlson of Budget and Actual Amounts

Budget on Accruai Basis

Comparative Statement

Approved Adjustments  Final Adjusted Actual amounts Difference
hudget Budget on comparablie between final
basis budget and

Figures in Rand actual
Statement of Financial Performance
REVENUE
REVENUE FROM EXCHANGE
TRANSACTIONS
Gaulrans maintenance fees 0,858,000  (2,000,000) 7,868,000  §723500  (1,134,500)
Asphalt Sales 4,240,000  (3,500,000) 740,000 1,053,956 313,956
Jobbings 24380000  20,265430  44,645430 55,815,354 12,169,924 1
Reinstaterment income and 15,560,090 8,312,010 23,875,000 21,270,416 (2,602,584)
Wayleave fees
Tender deposits 458,880 692,142 1,161,122 2,573,177 1,422,055
Management foes 28,783,030  (2,000,000) 26,783,930 25,749,071 (1,034,859)
Interast on fair value - - -~ (4,083201) (4,083,291
Rental income _ 3,392,000 945,223 3,637,223 3,637,224 1
Recoveties - Unallocatad - 4,814,295 4,814,295 7.030,696 2,216,401
receipts, Fuel, Logged payments .
Insurance claims income 5,830,000 (5,330,000} 500,000 0,058,488 9,458,488 2
nterest received and Fair value - 13,000,000 13,000,000 34247177 21,247,177 3
Total revenue from exchange 92,503,000 34,500,000 127,003,000 164,975,768 37,972,768
REVENUE FRON NON-
EXCHANGE TRANSACTIONS
TRANSFER REVENUE ’
Developers' contribution 40,280,000 5,500,000 45,780,000 38,043,413 {6.836,587} 4
Subsidy - The City of 810,409,000  (64,000,000) 746,409,000 746,409,000 -
Johannesburg Metropolitan
Municipality
Total revenue from non- 850,689,000 (58,500,000) 792,189,000 785,352,413 (6,836,587)
exchange fransactions
Total revenue 943,192,000 (24,000,000} 919,192,000 950,328,181 31,136,181
EXPENDITURE

- Employee related costs (432,544,000)  (18,300,374) {450,853,374) (445669,015) 5,184,369 5
Depreciation and amortisation (31,000,000)  {7,699,994) (38,699,994) (34,078,056) 4,621,938
Repairs and maintenance (25,225.000) 8,000,000 (1 7,225,000) (17,633,193) (408,193}
{property, plant and equipment) . ) )
Contracted services, Material {230,408,000) 25,000,000 (205,409,000} (226,845,861) (21,436,861) 8
costs -~ Cost of road
maintenance ‘
General Expenses (224,014,000) 17,000,368 (207,004,632} (228,858,304) (21,853,672) 7
Total expenditure (943,192,000} 24,000,000 (919,192,000) (953,084,429) (33,892,429)
Deficit before taxation - - - (2,756,248)  (2,756,248)
Actual Amount on Comparable - " “ (2,756,248)  (2,756,248)
Basis as Presented in the .
Budget and Actuat

P124




Johannesburg Roads Agency
[Registration number. 2000/028993(07) .

Annual Financial Statements for the year ended 30 June, 2016

Statement of Comparison of Budget and Actual Amounts

Comments on Statement of Comparison of Budget and Actual Amounts

(Comments are provided for varlances which are not indine with the Annual Approved Budget. The
comparison is between twelve months actual amounts as at 30 June 2018 and the 2015/2016 Annual Approved
Budget)

Comments are provided on variances in excess of R5 Million

1. The jobbings represent work done for third parties in relation to construction of parking spaces, foot ways and
similar activities on an ad hoc basis. During the year, the entity experienced an Increased demand for jobhings.

2 Insurance claims income is received for claitns submitied in relation to damaged traffic signals, lost assets and
other insured items. The actual amount claimed is ahave budget as more claims were lodged due to vandalism, theft
and accidents that ocourred during the year.

3. The interest received during the year is above budget due to the entity having a favourable bank balance throughout
the financial year which resulted in interest income being earned on the JRA Swesping bank account,

4. The Dovelopers' Contribution are funds received from CoJ Planning Department relating to contributions made by
developers fo compensate for the increased usage of the existing infrastructure network. The amount received by the
entity is determined by City hence the under budget as less funds were allccated during the year by City.

5.The employee costs were -under budget for the year due to the recovery of labour costs for the Resurfacing
Department (RSD) depot which carries out capltal projects on behalf of fe Cly. In addition, the budget for the new
posts was approved during the adjustment budget period which the recruitment process has been performad
progressively towards the year end. Hence the allocated budget was not utilised in full

6. The Cost'of Road Maintenance was over budgetdue to the increase in material costs. Material costs increasedasa T

result of an increase in work performed mainly from external requests (jobbings).

7. The over budget in the General Expenses mainly relate fo the adverﬁsing and telecommunications costs which were
above budget during the year.

The actuals for the year ended 30 June 2016 are generally within the budget for the period.
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Accounting policies

1. Presentation of Annual Financial Statements

The annual financlal statements have been prepared in accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the
Municipal Finance Management Act (Act 56 of 2003). '

These annual financial statements have been prepared on an accrual hasis of accounting and are in accordance with
historical cost convention as the basis of measurement, unless specified otherwise, They are presented in South
African Rand.

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a
Standard of GRAP. .

A summary of the significant accounting policies, which have been consistently applied in the preparation of these
annual financial statements, are disclosed below.

1.1 Going concern assumption

These annual financial statements have bsen prepared based on the assumption that the entity will continue to
operate as a going concern for at least 12 months afier the reporting date.

1.2 Significant judgements and sources of estimation uncettainty

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

Loans and receivables

The entily assesses its loans and receivables for impairment at the end of each reporting period in determining
whether an impairment loss should be recorded in the statement of financial performance.

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

Allowance for doubtful dehts

An impairment Ioés is recognised in the statement of financial performance when there is ohjective evidence that the
debtor is impaired. The impairment is measured as the difference between the debtors carrying amount and the
present value of estimated future cash flows discounted at the effective intorest rate, computed at initial recognition.
Allowance for slow moving, damaged and obsolete inventory

The purpose for the allowance for inventory is to write inventory down to the lower of cost or net realisable value.
Management has inade estimates of the selling price and direct cost of sale on ceitain inventory items. The write down
is included in the operating surplus note. .

Fair value estimation

Techniques, such as estimated discounted cash flows, are used to determine fair value for the financial instruments.
The carrying value less impairment provision of trade recelvables and payables are assutned to approximate their fair
values. The fair value of financial liabflities for disclosure purposes is astimated by discounting the future contractual
cash flows at the current market interest rate that is available to the entity for similar financial insfruments.

Impairment testing

The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the

carrying amount may not be recoverable, If there are indications that impairment may have occurred, estimates are
prepared of expected future cash flows for each asset.
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1.2 Significant judgements and sources of estimation uncertainty (continued)

Taxation

Judgment is required in determining the provision for income taxes. There are many transactions and calculations for
which the uliimate tax determination is uncertain during the ordinary course of business. The eniity recognises
liabilitles for anficipated tax audit issues based on estimates of whether addiional taxes will be due. Whore the final
tax outcome of these matters is different from the amounts that were Initially recorded, such differences wil impact the
income tax and deferred tax provisions in the period in which such determination is made.

The entity recoghises the net future tax benefit related to deferred income tax assets to the extent that it is probable
that the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of
deferred income tax assets requires the entity to make significant estimates related to expectations of future taxable
income. Estimates of future taxable income are based on forecast cash flows from cperations and the application of
existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from
estimates, the ability of the entity to realise the net deferred tax assets recarded at the end of the reporting period
could be impacted.

Post-retirement benefits

The present value of the post retirement abligation depends on a number of factors that are determined on an
actuarial basis using a number of assumptions. The assumptions used in determining the net gost (income) include
the discourt rate. Any changes in these assumptions will impact on the carrying amount of post retirement obligations.

The entity determines the appropriato discount rate at the end of each year. This is the interest rate that should be
used to deternine the present value of estimated future cash ouiflows expected to be required to seitle the pension
obligations. In determining the appropriate discount rate, the entity considers the interest rates of high-guality
cotporate bonds that -are-denominated in-the-currency-in.which the benefits will be paid, and that have terms fo

maturity approximating the terms of the related pension liability. - _ '

Other key assumptions for pension obligations are based on current market conditions. Additional information is
disclosed in Note 6.

Provisions

Provisions are raised and management determinad an estimate based on the information available. Additional

disclosure of these estimates of provisions are included in note 14 - Provisions.
Effective interest rate

The ontity used the City of Johannesburg Metropolitan Municipality borrowing rates as a hasis for discounting financial
instruments.

Useful lives of property, plant and equipment

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

Commitments

The commitments are in accordance to GRAP 20 which is applicable on the accrual basis of accounting in identifying
and disclosing related party relationships, transactions and balances at year-end.

Events after reporting date

Financial effects of subsequent events and commitments that may have a material effect on the financial position or
financial performance of the entity. C
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1.3

Property plant and equipment

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

The cost of an item of property plant and squipment is recognised as an asset when:
» . itis probable that future economic benefits or service potential associated with the item will flow to the entity; and
+  the cost of the iftem can be measured reliably.

Property plant and equipment is initially measured at cost.

The cost of an item of property plant and equipment is the purchase price and other costs attributable to bring the
asset to the location and condition necessary for it to be capable of operating in the manner intended by management.
Trade discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is ifs fair value as at date of acquisition.

Where an item of property plant and equipment is acquired in exchange for a non-monetary asset or monetary assets,
or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value {the cost).
If the acquired item's fair vaiue was not determinable, it's deemed cost is the carrying amount of the assei{s) given up.

When significant components of an item of property plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property plant and equipment.

Costs include costs incurred initially to acquire or construct an item of proparty plant and equipment and costs incurred
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an

 ~itemof property plant and equipment, the carrying amount of the replaced part is derecognised..... ...

Prope‘rty plant and equipment is carried at cost less accumulated depreciation and any impairment [0sses,

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

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

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

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

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

items of property plant and equipment are derecognised when the asset is disposed of or when there are no further
economic benefits or service potential expected from the use of the asset.

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

Assets which the entity holds for rentals to others and subsequently routinely sell as part of the ordinary course of
activities are transferred to inventories when the rentals end and the assets are available-for-sale, These assets are
not accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as
revenue. All cash flows on these assets are included in cash flows from operating activities in the cash flow statement.
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1.4 Intangible assets

An asset is identifiable if it either:

. is separable, i.e. Is capable of being separated or divided from an entity and sold, transferred, licensed, rented or
exchanged, either individually or together with a related contract, identifiable assets or liability, regardiess of
whether the entity intends to do so; or :

«  arses from binding arrangements {including rights from coniracts), regardless of whether those rights are
transferable or separable from the entity or from other rights and obligations.

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as ifit
were in the form of a confract.

An intangible asset is recognised wher :

+ itis probable that the expected future economic benefits or service potential that are attributable to the asset will
flow to the entity; and

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

The entity assesses the probability of expected future economic benefits or senvice potential using reasonable and
supporiable assumptions that represent management's best estimate of the set of economic conditions that will exist
over the useful life of the asset.

Where an intangible asset is acguired through a non-exchange transaction, its initial cost at the date of acquisition is
measured at its fair value as at that date. .

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

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

‘when; - . ’

o itis technically féasible to complete the asset so that it will be available for use or sale.

there is an infention to complete and use or sell it.

there is an ability to use or sell it.

it will gensrate probable future ecanomic benefits or service potential.

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

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

a #* & =

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no
foreseeable limit to the period over which the asset is expected to generate net cash inflows or seivice potential.
Amortisation is not provided for these intangible assots, but they are tested for impairment annually and whenever

there is an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a
straight line basis over their useful lite.

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

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

Internally generated goodwill is not recognised as an intangible asset.

Amartisation is provided to write down the intangible assets, on a straight line hasis, to their residual values over three
years. :

Intangible assets are derecognised:
° on disposal; or
o when no future economic benefits or service potential are expected from its use or disposat.
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1.5 Financial instruments
Classification
The entity classifies financial assets and financial liabilities into the following categories:
e loans and receivables )
«  Financial liabilities measured at amortised cost

Classification depends on the purpose-for which the financial instruments were obtained / incurred and takes place at
initial recognition. Classification is re-assessed on an annual basis.

Initial recognition and measurement

Fihancial instruments are recognised initially when the entity becomes a party to the cantractual provisions of the
instruments. .

The entity classifies financial instruments, or their componeni parts, on initial recognition as & financial asset, a
financial liability or an equity instrument in accordance with the substance of the contractual arangement,

Financial instruments are initially measured at fair value plus any transaction costs,
Subsequent measurement

Loans and receivables are subsequ'ently measured at amortised cost, using the effective interest method, less
accumulated impainment losses.

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

Impairment of financial assets

At each end of the reporting period the entity assesses all financial assets, other than those at fair value through
surplus or deficii, to determine whether there is objective evidence that a financial asset or group of financial assets
has been impaired.

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

Iimpairment losses are recognised in surplus or deficit when there Is objective evidence that a financial asset impaired.
The impairment is measured as the difference between the financial asset's carrying amount and the present value of
astimated future cash flows discounted at the effective interest rate computed af initial recognition.

Impairment losses are recoghised in the statement of financial performance.

tmpairment losses are reversed when an increase in the financial asset's recoverable amount can be related
objectively to an event oceurring after the impaitment was recognised, subject to the restriction that the carrying
amount of the financial asset at the date that the impairment is reversed shall not excesd what the carrying amount
would have been had the impairment niot been recognised.

Reversals of impairment losses are recognised in the statement of financial performance.

Where financial assets are impaired through use of an allowance account, the amaount of the loss is recognised in the
statemant of financial performance within operating expenses. When such assets are written off, the write off Is made

against the relevant allowance account. Subsequent recoveries of amounts previously written off are credited against
operating expenses.

Fair value determination

Fair value information for trade and other receivables is determined as the present valle of discounted estimated
future cash flows.

Loans to (from) shareholder
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1.5 Financial instruments (continued)

These include loans to and from the controfling municipality and are recognised initially at fair value plus direct
transaction costs.

[ oans to economic entities are classified as loans and receivables.
L oans from economic entities are classified as financial liabilities measured at amortised cost.
Receivables from exchange transactions

Trade receivables are measured at initial recognition at fair value, and aro subsequently measured at amartised cost
using the effeciive interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in
the statement of financial performance when there is abjective evidence that the asset is impaired. Significant financial
difficulties of the debtor, probability that the debtor will enfer bankruptcy or financial reorganisation, and default or
delinquency in payments (each debtor is evalualed separately on the basis of its circumstances} are considerod
indicators that the trade receivable is impaired. The allowance recognised is measured as the difference between the
asset's carrying antount and the present value of estimated future cash flows discounted at the effective inferest rate
computed af initial recognition. '

The carrying amount of the asset is reduced through the use of an allowance account, and the amaunt of the
allowance is recognised in the staterment of financial performance within operating expenses. When a trade receivable
is uncollectible, it is written off against the allowance account for trade recelvables. Subsequent recoveries of amounts
previously written off are credited against aperating expenses in the statement of financial performance.

Trade and other receivables are classified as loans and receivables.

Payables from exchange fransactions

Trade payables are initially measuredrat fair value, and an:e-sub'séquently measured at amortised cost, using the
effective interest rate method.

Cash and cash equivalenis

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

Bank overdraft and borrowings

Bank overdrafts and bdrrowings are Initially measured af fair value, and are sithsequently measured at amertised cost,
using the effective Inferest rate method.

Derecognition
Financial assets

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

- the rights to receive cash flows from the asset have expired;

- the entity retains the right to receiva cash flows from the asset, but has assumed an obligation to pay them in

full without materiat defay to a third party under a ‘pass-through’ arrangement; or

. the enfity has transfetred its rights fo raceive cash flows from the asset and either

. has transferred substantially all the risks and rewards of the asset, ar -

.+ has neither transferred nor retained substantially of all risks and rewards of the asset, but has transferred

contrel of the asset,
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1.5 Financial instruments (continued)

Where the entity has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised fo the
axtent of the entity’s continuing invelvement in the asset. Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum
amount of consideration that the entity could be required to repay.

Financial liabilitias

A financial liability Is derecognised when the obligation under the liability is discharged, cancelled or expires. Whete an
existing financial liability (s replaced by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or madification is treated as a derecognition of the

original Nability and the recognition of a new liability, and the difference in the respective canying amounis is
recognised in surplus or deficit. -

Financlal liabilities and equity instrumenis
Financial liabilities are classified according to the substance of contractual agresments entered into. Trade and other
payables are stated at their nominal value, Equity instruments are recorded at the amount recelved, nei of direct issue
costs.

1.6 Tax

Current tax assets and liabilities

Current tax for current and prior periods is, to the exient unpald, recognised as a liability. If the amount already paid in

respect of current and prior periods exceeds the amount due for those periods, the excess Is recognised as an assef, .

Current tax liabilities (assets) for the current and prior periods are measured at the amount expected t¢ be pald to
(recovered from) the tax authorities, Using the tax rates (and tax laws) that have hesn enacted or substantively
enacted by the end of the reporting period.

" Peferred tax assets and liabilities

A deferred tax liabllity is recognised for all taxable temporary differences, except to the extent that the deferred tax
fiability arises from the initial recognition of an asset or liability in a transaction which at the time of the iransaction,
affects neither accounting surplus nor taxable profit (tax loss).

A deferred tax asset is recognised for all deduciible temporary differences to the extent that it is probable that taxable
surplus will be available against which the deductible temporary difference can be ulilised. A deferred tax asset is not
recognised when it arlses from the initial recognition of an asset or liability in a fransaction at the time of the
transaction, affects neither accounting surplus nor taxable profit (tax loss).

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

Tax expenses

Current and deferced taxes are recognised as income or an expense and inciuded in the statement of financial
performance for the peried, except to the extent that the tax arises from:

. 2 iransaction or event which is recognised, in the same or a different period, to net assets; or

+  a business combination.

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

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidenial to ownership. A
lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental fo
ownership.

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

Finance leases - lessee

Finance leases are recognised as assats and liabllities in the statement of financial position at amounts equél to the
fair vaiue of the leased property o, if lower, the present value of the minimum lease payments. The corresponding -
isbility to the lessor is included in the statement of financial position as a finance lease obligation. \

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

Minimutn lease payments are apportioried hetween the finance charge and reduction of the outstanding hiability. The
finance charge is allocated to each petiod during the lease term so as to produce a constant periodic rate on the
remaining balance of the liability.

Assets held under finance leases are depreciated over the term of ﬁne lease.

Any contingent rens are expensed in the period In which they are incurred.

_ Operating leases - lessee

hetweelt ine amounts recognised as an expense and the contractual payments are recognised as an operating lease
asset or liability.

1.8 Inventories

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

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

Inventories are measured at the lower of cost and current replacement cost where they are held for;

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

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

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

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

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

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

The cost of inventoties Is assigned using the weighted average cost tormula. The same cost formula is used for all
inventories having a simitar nature and use to the enfity.

P133




Johannesburg Roads Agency
(Registration number 2000/028993/07) .

Annual Financial Statements f

of the year ended 30 Jure, 2016

Accounting policies

1.8 Inventories (continued)

1.9

When inventories are sold, the carrying amounts of thase inventaries are recognised as an expense in the period in
which the related revenue is recognised. If thers is no related revenue, the expenses are recognised when the goods
are distributed, or related services are {endered. The amount of any write-down ¢f inventories to net realisable value or
current replacement cost and all losses of inventories are recognised as an expense in the period the write-down or
loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable
value of current replacement cost, are recognised as a reduction in the amount of inventories recognised as an
expense in the period in which the reversal oceurs. ’

Share capital

An equity instrument is any contract that evidences a residual Interest in the assets of an entily after daducting all of its
liabilities.

Ordinary shares are classified as part of net assets.

1.10 Employee benefits

Increase their entitlement or, in the case of non-accu

Short-ferm employee benefits

The cost of short-term employee benefits, {those payable within 12 months aiter the service is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the
period in which the service is rendered and are not discounted.

The expscted cost of compensated absences. is recognised as an expense as the employoes render services that
mulating absences, when the absence occurs.

" Defined contribufion plans S S ——

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

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

Defined benefit plans

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

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

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

Gains or losses on the curfailment or seftlement of a defined benefit plan is recognised when the entity is
demonstrably committed to curtaiiment or seftiement.

Actuarial gainé or losses are recognised in ful in the period in which they arlse as incoime or expenditure,

When it is virtually certain that another party will reimburse some or all of the expenditure reguired to settle a defined
kenefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value,
In all other respects, the asset is freated in the same way as plan assets in the statement of financial petformance, the
expense relating to a defined benefit plan is prescnied as the net of the amount recognised for a reimbursement.
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1.11 Provisions
1.11.1 Provisions

Provisions are recognised when:

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

« it is probable that an outflow of resources embadying economic benefits or service potential will be required to
setfle the obligation; and

. a reliable estimate.can be made of the obligation.

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

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

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

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

Provisions are reviewed af each reporting date and adjusted to reflect the current best estimate. Provisions are

reversed if It is no longer probable that an outflow of resources embodying economic benefits or service potential will
be required, to settle the obligation.

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

A provision is used only for expenditures for which the provision was ariginally recognised.
Provisions are net recognised far future operating deficits.

I an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised
and measured as a provision. .

1.11.2 Contingencies
Contingent assets and contingent fiabilities are not recognised. Contingencies are disclosed in note 29.

A financial guarantee contraet is a contract that requires the issuer to make speciiied payments fo reimburse the
halder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the original
or modified terms of a debt instrument,

L'oan commitment is a firm commitment to provide credit under pre-specified terms and condiiions.

The entity recognises a provision for financial guarantees and loan commitments when it is probable that an outflow of
resources embodying economic benefits and service potential will be required to settle the obligation and a reliable
estimate of the obligation can be made.

Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement.

ndications that an outflow of resources may be probable are:

« financial difficulty of the debtor;

«  defaults or delinquencies in interest and capital repayments by the debtor;

. breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the
ability of the debtor to settle its obligation on the amended terms; and

«  adecline in prevailing economic circumstances (e.g. high interest rates, inflation and enemployment) that impact
on the ability of enfities to repay their cbligations.
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1.11 Provisions {continued)

Where a fee is received by the entity for issuing a financial guaranfee and/or where a fee is charged on .loan

comimitments, it Is considered in defermining the bost eslimate of the amount required to settle the obligation at

reporting date. Where a fee is charged and the entity considers that an outflow of economic resources is probable, an

entity recognises the obligation at the higher of;

+  ihe amount determined using in the Standard of GRAP an Provisions, Contingent Liabiliies and Contingent
Assets; and

¢ the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in
accordance with the Standard of GRAP on Revenue from Exchange Transactions.

1.11.3 Commitments

A commitment Is an obligation arising from an existing contract, agreement or legislative enactment or regulation that
will become an actual iability upon the fulfillment of specified conditions. '

Commitments arise when a decision is made to incur a liabifity in the form of a contract or similar documantation,
FExpanditure on assets which has been authorised, but not yet spent at the end of a financial pefiod is disclosed under
commitments in the notes to the financial statements.

1.12 Revenue from exchange fransactions

- exehange:

Revenue is e gross inflow of economic benefits or service potential during the reporting period when those Inflows
resultin an increase in net assets, other than increases relating fo contributions from owners.

An exchange transaction is one in which the entity receives assets or services, or has liabilities extinguishad, and
directly gives approximately equal value (primarily in the form of goods, services or use of assats) fo the other pary in .

VFair \falué is the amount for which an asset cotild be exchanged, or a liability settled, betwesdn knowledgeable, willing -~

parties in an arm's length transaction.

Measurement

Ravenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume
rebates.

Sale of goods

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

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

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

. the amount of revenue can be measured reliably;

« itis probable that the economic benefits or service potential associated with the transaction will flow to the entily,
and .

«  the costs incurred or to be incurred in respect of the fransaction can be measured reliably.

Rendering of services

When the outcome of a fransaction involving the rendering of services can be estimated reliably, revenue assodiated
with the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The
outcome of a transaction can be estimated refiably when all the following conditions are satisfied:

«  the amount of revente can be measured reliably; :

+ itis probable that the economic benefits or service potential associated with the transaction will flow to the entity;
«  the stage of completion of the transaction at the reporting date can be measured refiably; and

. the costs incurred for the transaction and the costs to complete the transaction can he measured reliably.

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

When the outcome of the transaction Involving the rendering of services cannot he estimated reliably, revenue is
recognised only to the extent of the expenses recognised that are recoverable.

Sarvice revenue is recognised by reference fo the stage of completion of the transaction at the reporting date. Stage of
completion is determined by the proportion that costs incurred to date bear o the total estimated costs of the
fransaction.

Interest and other Income

interest
Interest Is recognised, in surplus or deficit, using the effective interest rate method. -

Recoveries

Recoveries are racognised as revenue in the period the actual racovery accurs and when assessed and deemed
necessary by management in the periad of assassment. :

1.13 Revenue from non-exchange transactions

Non-exchange transactions are defined as transactions where the entity receives value from another entity without
directly giving approximately equal value in exchange. .

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those Inflows
result in arn increase in net assets, other than increases relating fo confributions from owners.

Fair value Is the amount for which an asset could be exchanged, or a liability selfled, between knowledgeable, willng

parties in an arm's length transaction. . S
Developers' Contribution

Davelopers contribution relates to payments made by develapers for enginesiing fees. The proceeds are recorded in
the statement of financial performance in the year in which they are roceived.

Measurement

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume
rebates.

Governmenf granis

Government grants are recognised as revenue when: :
» itls probable that the economic benefits or service potential assoclated with the transaction wilt fiow to the entity,
»  the amount of the revenue can be measured refiably, and

«  iothe extent that there has been compliance with any restrictions associated with the grant.

The entity assesses the degree of certainty attached to the flow of future aconomic benefits or service potential on the
basis of the available evidence. Certain grants payable by one level of government to another are subject to the
availability of funds. Revenue from these grants is only recognised when it is probable that the economic benefits or
service potential associated with the transaction will fiow to the entity. An announcement at the beginning of a financial
year that granis may be availablo for qualifying entities in accordance with an agreed prograrmme may not be sufiicient
evidence of the probability of the flow. Revenue [s then only recognised once evidence of the probability of the flow
becomas available. ’

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where
there is no restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-
ever is eatlier.

When government remit grants on a re-imbursement basis, revenue is recognised when the qualiiying expense has
been incurred and to the extent that any other restriciions have been complied with.
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1.43 Revenue from non-exchange fransactions (continued)
Other grants and donations
Other grants and donations are recognised as revenue whemn:
+  Itis probable that the economic benefits or service potential associated with the transaction will flow to the entity;
«  ihe amount of the revenue can be measured refiably; and
¢ to the exient that there-has baen compliance with any restrictions associated with the grant.

If goods in-kind are recelved without conditions attached, revenue is recoghised immediately. 1If conditions are
attached, a liability is recognised, which is reduced and revenue recoghised as the conditions are satisfied.

1.44 Value Added Tax (VAT)

The Johannesburg Roads Agency is a registered Vat Vendor in terms of the Vat Act.
1.15 Investment income

Investmant income is recognised on a {ime-proportion basis using the effective inferest method.
1.-16 Translation of foreign currency fransactions

Foreign currency transactions

A foreign currency fransaction is recorded, on initial recognition in Rands, by applying to the foreign currency amount
the spot exchange rate hetween the functional currency and the foreign currency at the date of the transaction.

. forergn clirency monetary items are franslated using 1o closing rate;

. non-monatary items that are measured in ferms of historical cost in a foreign currericy are franslated using the

exchange rate at the date of the transaction; and
+  non-monetary items that are measured at fair value in a fareign currency are translated using the exchange rates

at the date when the fair value was determined.

Exchange differences arising on the setflement of monetary ftems or on translafing monetary items at rafes different
from those at which they were translated on initial recognition during the period or in previous annual financial
statements are recognised in the statement of financial performance in the period In which they arise.

When a gain or loss on a non-monetary item is recognised directly in net assets, any exchange component of that
gain or loss is recognised directly In net assets. When a gain or lass on a non-monetary item is recognised in ihe
statement of financial performanes, any exchange component of that gain or loss is recognised in the statement of
financial performance.

Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the forelgn currency
amount the exchange rate between the Rand and the foreign currency at the date of the cash flow.

1.17 Comparative figures

Where necessary, comparative figures have been raclassified to conform to changes in presentation in the current
year. .

1.18 Unauthorised expenditure

Unauthorised expendittre means:

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

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

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

performance.
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1.19 Fruitless and wasteful expenditure

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

All expenditure relafing to fruitless and wasteful expenditure is recoghised as an expense in $he statement of financial
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial
performance.

1.20 Irregular expenditure

irregular expenditure as defined in section 32(2)(b} of the MFMA s expenditure other than unauthorised expenditure,
incurred in contravention of or that is not in accordance with a requirement of any applicable legistation, inctuding -

(2} this Act; or

(b} the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or

(c) any provincial legislation providing for procurement procedures in that provincial government.

irregular expenditure that was incurred and identified during the current financial year and which was condonad before
year end andfor before finalisation of the financial statements is recorded in the irregular expenditure register. ’

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is
being awaited af year end is recorded in the irregular expenditure register.

Where irregular expenditure was incurred in the pravious financiafyear and is only condoned in the following financial
year, the register and the disclosure note to the financial statements must be updated with the amount condoned.

- yragular expenditure that was-ineurred-and identified.during the curr ent financial year and which was not condoned by
the Board is recorded appropriately in the irregular expenditure register. IF fiabilify for thie iregular expenditure ca g
atiributed to a person, a debt account must be created if such a person is liable in law, Immediate steps are thereafter

being taken to recover the amount from the person concerned.

if the irreguiar expenditure has not been condoned and no person is liable in.law, the expenditure related therelo is
recorded against the relevant programmefexpenditurs item, disclosed as such in the note to the financial statemenis
and updated accordingly in the irregular expenditure register,

1.21 Use of estimates
The preparation of annuat financial statements in conformity with Standards of GRAF requires the use of ceriain
critical accounting estimates. It also tequires management to exercise its judgement in the process of applying the
entify's accounting policies. The areas involving a higher degree of judgement or cornplexity, or areas where
assumptions and estimates are significant to the annual financial statements are disclosed in the relevant sections of

the annual financial statements. Afthough these estimates are based on management's best knowledge of current
events and actions they may undertake in the future, actua! results ultimately may differ from those estimates.

1.22 Housing subsidies

The entity provides post-retirement housing - subsidies for gualifying staff members and is paid by the City of
Johannesburg.

1.23 Gratuities

The entlty provides gratuities for qualifying staff members in terms of the relevant cenditions of employment. The
expenditure is recognised in the statement of financial performance when ine gratuity is paid.

1.24 Offsetting

Assets, fiabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a
Standard of GRAP.
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1.25

1.26

Research and development expenditure
Expenditure on research is recognised as an expense when itis incurred,

An asset arising from development is recognised when:

+  itis technically feasible to complete the asset so that it will be available for use or sale.

there Is an intention to complete and use or sell it.

there is an ability to use or seli it.

it will generate probable future ecanomic benefits or service potential. :

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

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

Budget information

Entity is typically subject fo budgetary limits in the form of appropriations or budget authorisations (or equivalent),
which is given effect through authorising legistation, appropriation or similar.

General purpose financlal reporting by entity shall provide information on whether resources were obfained and used
in accordance with the legally adopted budget.

The approved budget is prepared on an accrual basis and presented by functional classification linked to performance
outcome objectives. ’

The approved budget covers the fiscal period from 1/07/2015 to 30/06/2018.

The annual financial statements and the budget are on the same basls of accounting therefore a comparison with the

1.27

budgeted amounts for the reporting period. have been included In the Statement of comparison of budget and actual
amounts, .- - - - T T ) .

Events after reporting date

Events after reporting date are those events, both favourable and unfavourable, that oceur between the reporting date

and the date when the financial statements are authorised for issue. Two types of events can be identified:

»  those that provide evidence of conditions that existed at the reporiing date (adjusting events after the reporting
date); and

. those that are indlcalive of conditions that arose after the reporting date (non-adfusting events after the reporiing
date).

The entity will adjust the amount recognised in the financial statements fo reflect adiusting events after the reporting
date once the event occurred. ‘

The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate
cannot be made in tespect of all material non-adjusting events, where non-disclosure could influence the economic
decisions of users taken on the basis of the financial statements.

1.28 Related parties

The enlity aperates in an economic sector currently dominated by entifios directly or indirectly owned or controfled by
the City of Johannesburg Metropolitan Municipality. As a consequence of the constitutional indepsndence of the three
spheres of government in South Africa, only entities within the local sphere of government are considered to be related
parties.

Related party disclosures for transactions betwesn government entitios that took place on terms and conditions that
are considered in arm's length and in the ordinary course of business are not disclosed in accordance with GRAP 20
Related Party Disclosure,

Key management is defined as being individuals with the authority and responsibility for planning, directing and
controlling the activities of the entity. We regard all individuals from the level of Managing Director and Sanior
Manzgers as key managemen’c per the definition of the financial reporting standard.
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1.28 Related parties (continued)

Close family members of key management personnel are considered to be those family members who may be
expected to influence, or to be influenced by key management individuals, in their dealings with the entity. :
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2. NEW/ REVISED STANDARDS AND INTERPRETATIONS
24 Standards and inferpretations effective and adopted in the current year

In the current year, the entity has adopted the following standards and Interpretations that are effective for the current
financial year and that are relevant to its operations:

Standard! Interpretation Detail: : Standard/ Interpretation: Effective date:
Financial years
beginning on or

after
GRAP 18 Segment Reporting 1 April 2015
GRAP 105 Transfer of functions between entities under comivon 1 April 2015
control
GRAP 1086 Transfer of functions between entifies not under 1 April 2015
: comman control
GRAP 107 Mergers 1 April 2015

2.2 Standards and Interpretations early adopted

The entity did not have any early adopted standards and interpretations in the current year.

g3 Stan dardgantrnﬁerpretatlons issued; but notyet -effective——————

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

Standard/ Interpretation:

GRAP 20 - Related Party Disclosures - -
GRAP 32 - Seivice Concession Arrangements: Grantor ) - -
GRAPR 108 - Statutory Receivables - -
GRAP 109 - Accouinting by Principals and Agents ‘ - -
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3. INVENTORIES
Inventories 38,753,627 18,772,002
Consumable stores 6,134,815 3,784,470
44,888,442 22 556,472
Provision for slow-rmoving and obsolete inventory (2,664,283) (2,664,233)
42,224,159 19,892,189
Detailed Inventory types
Traffic signal equipment {cables, controllers, LED's.) 18,820,610 8,539,074
Raw material (sand and stong) 1,228,377 2,296,343
Road maintenance (kerbs, concrete products, polymer conerete.) 15,559,464 5,639,192
Other Material 3,145,176 1,998,172
38,753,627 18,772,781
3.1 Cost of inventory expensed
Inventories recognised as an expense during the year (Refer to note 18) 66,308,550 50,639,814
The Johanmesburg Roads Agency does not have any assets held as security, surety ot pledge.
4. LOANS TO SHAREHOLDER
... Notional loans ... ... 57,205,551 58,505,487
- (The notional loans relate to the employees benefits obligations).. L e
The terms and conditions of the loans remained the same during the year.
Notional loans
Loans at beginning of the year 58,606,486 61,051,371
Interest received 3,811,638 3,598,228
Benefits paid (5,111,573) (6,144,143}
57,205,551 58,505,456

The notional loans relate to the employee benefits obligations. Refer o note 6
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5. TRADE AND OTHER RECEIVABLES
Trade receivables 40,768,548 29,889,473
SANRAL - Prepayment 1,056,831 43,368,821
Eskom deposit 150,000 150,000
Interest receivable 33463 -
SARSPAY.E 3,782,045 3,782,045
Prapayments - licenses 1,623,650 72,963
Developers Contribution WIP 10,125,234 10,125,234
City of Johanneshurg Metropolitan Municipality Claims - 3,366,843
Allowance for bad debts . (5,306,327} (4,947,849)
Sundry debtors - 150,000
Road & Transpott - City Deep Prepayment - 22,499,087
Staif debtors - subsidised education 2,067,952 1,250,023
Related party receivables 494,535,098 336,651,921
Fair value adjustment to recsivabies (5,788,055) (3,566,251)
543,946 437 442,772,310
5.1 Analysis of Receivables
Gross receivables 555,040,819 451,306,410
Discounting of receivables to fair value (5,788,055) (3,588,251)
Allowance for bad debis (5,306,327) (4,947,849)
543,946,437 442,772,310
o patysis of Felated pary deblors i R S e
© T Gross related party receivables s : - - 494,635,008 336,654,921 -
Capital debtors {(454,981,116) (331,522,920)
Operating debtors (39,553,982) (5,129,001)
5,2 City of Johannesburg Metropolitan Municipality Glaims - (CAPEX
Projects)
Capital expenditure (refer to 5.3} 1,141,369,123 919,457,805
USDG Amounts Claimed (260,578,847) (228,356,887}
City of Johannesburg Amounts Claimed (880,790,276) (691,100,918)
Unclaimed capital expenditure - related parties
Unclaimed capital expenditure : - 3,366,843
5.3 Capital expenditure
Bridges 140,275,571 100,768,825
Capital expense for Johannesburg Roads Agency financed by the City of 83,840,094 65,688,242
Johannesburg Metropolitan Municipality
Gravel roads 216,368,080 147,385,742
Storm water 107,876,622 80,657,804
Traffic signals 61,811,686 58,743,928
Rehabilitation and reconstruction of roads 493,948,991 438,271,035
Cabling 15,986,670 14,731,641
Complete street 10,404,579 1,918,878
Equipment 10,855,850 11,291,710
1,141,369,123 919,457,805

No trade and other receivables were pledged as security at 30 June 2016.
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5. TRADE AND OTHER RECEIVABLES (continued)
Trade and other receivables past due but not impaired

Trade and other receivabies which are less than 3 months past due are not considered to be impaired.
Af 30 June 2016, R 91,166,168 (30 June 2015: R 28 427 891) were 3 months past due but not impaired.

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

1 month past due ) 37,145,402 12,961,409
OQver 2 months past due 15,005,593 935,659
Over 3 months and above 39,015,172 14,530,722

91,166,168 28,427,691

Trade and ofher receivables impaired

As of 30 June 2018, trade and other recelvables of R 5 306 327 (30 June 2015: R 4 947 849) were impaired and
provided for. '

The maximurm exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned

above.
The entity does not hold any collateral as security.

Raconciliation of allowance for bad debts

Opemngbatame ) S e —_— (4,947,848) S4,947,849)
Increase In allowance for bad debts provision - o ) : (358,478) - -
’ (5,306,327) (4,947,849)
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6.

EMPLOYEE BENEFIT CBLIGATIONS

Defined benefit plan

The defined benefit plan is managed and provided by City of Johannesburg where the Johannesburg Roads Agency

claims the funds used from Gity of Johannesburg

The plan is a post-employment medical benefit plan, post-retirement housing subsidy plan and postretirement gratuity

plan.

The actuarial valuation was performed for the year ended 30 June 2016 on the long term employee benefit liability with

reference to GRAP 25.

Post-retirement benefit plan
6.1 Defined benefit plan

Employee benefit obligation

Post-retirement medical aid plan (6.1.1) 12,219,230 8,115,423

Post-ratirement housing subsidy plan (8.1.2) 5,000,637 2,955,105

Post-retirement gratuity plan (6.1.3) 32,922,939 34,817,365
50,232,806 , 45,887,893

' """’"’:"'”’-”*'Eh‘lp}oyeerbenefit{NetienalliA&'éuﬁtg) e e
"7 Postrefirement medical ald plan {8.1.1) 26558,167 25,620,586 .

Postretirement gratuity plan (6.1.3) 30,647,383 32,884,900
57,205,550 58,505,486

6.1.1 Post-retirement medical aid plan -

Post-retirement fability account

Opening balance 8,115,423 25,779,000

Unrecognised Actuarial (gains) losses 4,136,744 (19,950,367)

Net expense recognised in the statement of financial performance (32,937) 2,286,790
12,219,230 8,115,423

{Net expense) / Surplus recognised in statement of financial performance

Current sarvice cost 21,971 283,000

Interest cost 677,105 2,253,000

Benefits paid {732,013) - -

Actuarial (gains)/ losses 4,135,743 (19,950,367)

4,103,806 (17,414,387)

Notional loan account

Opening balance 25,620,586 24,412,509

Interest received 1,668,524 1,457,197

Benefits paid (732,013) {249,210)
26,558,167 25,620,586-
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6. EMPLOYEE BENEFIT OBLIGATIONS {continued)
6.1.2 Post-refirement housing subsidy plan
Post-retirement liability account
Opening balance 2,955,106 974,000
Unrecognised Actuarial {gains)/ losses 1,741,419 1,862,105
Net expense recognised in the statement of financial performance 394,143 119,000
5,090,637 2,955,105
Net expense recognised in the statement of financial performance
Current service cost 143,604 31,000
Interest cost 250,509 88,000
Actuarial (gains) / losses 1,741,419 1,862,105
2,135,632 1,981,105
6.1.3 Post-retirement grafuity plan
Post-retirament fiability account
Opening balance 34817,385- 32,291,000
Benefits paid (4,379,560) (5,804,933}
Actuarial (gains)/ losses (333,008) 5,670,288
Net effect recognised in the statement of financial performance/ Interest 2,818,142 2,751,000
cost )
32,922,939 34,817,365
Net expense recognised in the statement of financial performance
Interest cost 2,818,143 2,751,000
Actuarial gain/ loss {33,308} 5,670,298
2,784,835 8,421,298
Notional loan account
Opening balance 32,884,900 36,638,802
Intarest received 2,142,043 2,141,031
Payments against account (4,379,560} (5,864,933)
30,647,383 32,884,900
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8. EMPLOYEE BENEFIT OBLIGATIONS'(con’tinued)
Key assumptions used
Assumptions used at the reporting date:
Actual return on plan assets (assumed prior year) 8.94 % 8.94 %
Discount rates used 8.85% 8,48 %
Expected rate of return on assets (assumed prior year) 6.79 % 6.79 %
Salary inflafion 7.48 % 715 %
Health care cost inflation rate 7.98 % 7.65 %
Maximum subsidy inflation rate 5.61 % 7.15 %
Met discount rate - heatth care cost inflation (PEMA) 0.81 % 0.77 %
Nat discount rate - maximum subsidy inflation (PEMA) 3.07T % 1.24 %
Net discount rate - salary inflation (Housing & Gratuity) 1.28 % 124 %

The basis on which the variables have been determined are as follows:

Discount Rate. There is no deep market in govarnment bonds with a sufficiently long maturily to match the estimated
term of all the benefits payments. Current market rates of the appropriate term should be used to discount shorter term
payments, and the discount rate for longer maturities should be estimated by extrapolating current market rates along
the yield curve.

A discount rate of 8.85% per annum has been used. The corrasponding index-linked yield at this term is 1.76%. These
rates do not refiect any adjustment for taxation, These rates were deduced from the JSE Zero Goupon band yield after

the market close on 30 June 2016. The rate is calculated by using a weighted average of yields for the four

~—gomponents-of the-totatiability:—— : : .

Health Care Cost Inflation Rate. A healthy care cost inflation rate of 7.98% has been assumed. This is 1.50% in
excess of expected CP1 inflation over the expected term of the Tiahility, namely 6.48%. A larger differential would he
unsustainable, eventually forcing members to less expensive options. This implies a net discount rate of 0.819% which
derives from {{1+8..858%)/(1+7.98%}))-1.

Salary Inflation rate. This assumption is required to reflect estimated fufure salaties of the [ump sum gratuity
heneficiaries. Housing subsidies are expected to increase in line with salary inflation. Salaries are expected to
increase at a rate which is 1% above the long-term expected inflation assumption.

Maximum Subsidy Inflafion Rate. The maximum amount Is set at R 3 871 for the year ending 30 June 2017. The
annual increases to this maximum amount are periodically specified by the local government bargaining council. The
future salary inflation assumption of 7.48%, was set to be 19% above expected CPI inflation. Thus a maximum subsidy
inflation assumption of 5.61% was assumed. ’

Demographics Assumptions:
Pre-retirement Mortality
SA 85-90, adjusted for female lives.

Post-retitement Mortality
PA (80)
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8. EMPLOYEE BENEFIT OBLIGATIONS (continued)

Average Refirement Age
Normal refirement age Is 65. [t has been assumed that employees will retire at age 63, which then implicitly allows for
expected Tates of early and ili-health retirement.

Continuation of Membership -
It has been assumed that 95% of In-service medical scheme members will remain on the Municipality's health care
arrangement should they stay until retirement,

Family Profile (refiress) ‘

it has been assumed that 95% of in-service members on a health care arrangement at retirement will be maried at
retirement. Further, it has been assumed that husbands will be five years older than their wives. For current refiree
members, actual marital status was used and the potential for remarriage was ignored.

Housing Subsidy

It has been assumed that employees will receive the subsidy at retirement for a further ten years after retirement.
However, in the absence of date-of-retirement, it has been assumed that benaficiarles will continue {0 receive the
subsidy for an average remaining term of five years, The actuarial factors of mortality, subsidy escalation and
discounting have been applied to this expected payment term.

PEMA Subsidy :

It was assumed that the Municipality’s health care arrangements and subsidy policy would remain. Furthermore, it was

assumed that the level of benefits receivable, and the contributions payable in respect of such, would remain
. unchanged, with the exception of allowing for inflationary adjustments. Implicit in this approach Is the assumption that
. current levels of cross-subsidy from in-service members to continuation members within the medical scheme are
~sustainable.-and will cotinue: - : 7 T

Plan Assets
Management has indicated that there are no long-torm assets sef aside off-balance sheet in respect of the

Municipality's post-employment health care liability.

Other assumptions

A one percentage point change in assumed cost trends rates would have the following effects:

Change Medical Aid Housing Housing % Ghange
) R R R
Benefit inflation +1% 775,454 409,897 3,026,080 7%
Benefit inflation «1% 633,041 379,066 2,627,578 -T%
- Discount rate +1% . 708,103 380,526 2942227  -T%
Discount rate -1% 687,479 407,656 2,668,250 8%

Post retire mortality =ty 726,849 397,404 2,818,143 1%
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7. CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of:
Cashonhand - 2,251
Bank balances _ : 309,941,032 425,737,966
309,941,032 425,740,217

No cash and cash equivalents were pledged as security at 30 June 2018

Bank Accounts of Johannesburg Road Agency as at 30 June 2016

a) Standard Bank (Bank) Charges Account - balance 30 June 2016 R0.00 (30 June 2015: R 6.00)
b) Standard Bank Trust Account - balance 30 June 2016 0.00 (30 June 2015 R0.00)

¢) Standard Bank Operating Account - balance 30 June 2016 R0.00 (30 June 2015: R0.00)

d) Standard Bank Salaries Account - balance 30 June 2016 R0.00 (30 June 2015 R 0.00)

e) Cily of Johannesburg intercompany Sweeping Bank Account - balance 30 June 2016 R 297 080 778.65 (30 June

2015; R 425 737 966)

f) Standard Bank Developers’ Contribution Account - balance 30 June 2016 ( R 12 860 253.07 (30 June 2015: R -)

Includsd in the Cash and Cash Equivalents is ihe Sweeping Bank Account with City of Johannesburg.
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