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

Annual Financial Statements for the year ended 30 June, 2016

Notes. to the annual financial statements

Figures in Rand 2016 2015
8. PROPERTY PLANT AND EQUIPMENT
2016 2015
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying value
Valuation depreciation Valuation depreciation
and and
accumulated accumulated
impairment impairment
Land 17,293,715 ] - 17,293,716 17,203,715 - 17,293,715
Buildings 68,252,007 (12,894,923) 55,357,984  63,118276 (1 1,587,6768) 51,530,600
Plant and equipment 111,618,450 (72,715,695) 38,902,755 127,857,795 (74,012,695} 53,845,100
Furniture and fittings 13,361,265 {4,913,228) 8,448,037 14,861,277 (8,282,908) 6,578,371
Motor vehicles 44,748,904 (9,378,471) 35,370,433 22,005,011 (6,699,405) 15,305,606
Office equipment 7,107,622 (2,734,062) 4,373,560 7,826,239 {2,802,179) 4,834,060
Computer equipment 33,050,261 {17,082,848) 15,976,413 19,250,495 {10,708,421) 8,644,074
Assets WIP 2,380,319 - 2,389,319 1,692,709 - 1,592,709
Tools and Icose gear 461,786 (398,971) 62,815 524 780 (473,371) 51,419
Total 295,293,229 (120,118,198) 1781 75,031 274,330,307 (114,754,653) 1 59,575,654
Reconciliation of property plant and equipment - 30 June 2016
Opening Additions Dispesals Transfers Depreciation Total
balance
Land - e AT293TAB e T - - 17,293,715
Buildings 51,530,600 - 534,637 i . - {1,307,247) 55,357,984 e
Plant and equipment 53,845,100 4,722,080 (620,059} - (19,044,348) 38,902,755
Furniture and fittings 6,578,371 3,169,848 (217,586) 6,346 (1,088,942) 8,448,037
Motor vehicles 15,305,606 23,496,501 - - 3,431,674y 35,370,433
Office equipment 4,834,060 713,227 {88,260) (6,346) (1,079,121} 4,373,560
Computer equipment 8,544,074 12,809,456 (32,516) 1,582,709 (6,937,310) 15,976,413
Assets WIP 1,692,708 2,389,319 - (1,592,709) - 2,389,319
Tools and loose gear 51,419 - (4} - - 11,400 62,815
159,575,664 52,435,042 {958,425) - (32,877,240) 178,175,031
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8. PROPERTY PLANT AND EQUIPMENT (continued)

Reconciliation of proporty plant and equipment - 30 June 2015

Opening Additions Disposals  Depreciation Total

halance
Land 17,293,715 - - - 17,293,715
Land and buildings 46,502,792 6,189,680 - (1,161,782) 51,530,600
Plant and equipment 56,422,556 16,650,482  (179,894) (19,048,044) 53,845,100
Furniture and fittings 1,039,810 5,482,229 (2,377} (841,291) 6,578,371
Motor vehicles 17,135,523 1,406,251 - (3,236,168} 15,305,606
Office equipment 1,024,381 4,412,540 {95,301) (507,560} 4,834,060
Computer equipment 6,194,969 6,858,546 (209,200)  {4,300,241) 8,544,074
Assets WIP ) - 1,582,709 - - 1,682,709
Tools and [oose gear 39,750 37,769 - {26,100) 51,419

146,553,496 42,630,116 (486,772} (29,121,186} 159,575,654

The following leased assets are included in Property, Plant and Equipment listed ahove

Assets subject to finance lease {(Net carrying amount)

Plant and equipment 2,885,636 0,434,182
Motor vehicles 35,370,433 . 15,306,606
38,255,969 24,739,788

The Johannesburg Roads Agency does not have any assefs held as security, su“re;ty or pledge.

A register containing the information required by section 63 of the Municipal Finance Management Act is available for
inspection at the registered office of the entity.

Depreciaiion is provided on all property, plant and equipment other than freehold land and assets under construction,
and commences when the assets are ready for its Intended use. The useful life of items of property, plant and
equipment have heen assessed as follows:

[tem Average useful
life (years)

Building

Plant and equipment 5
Furniture and fittings 6
Motor Vehicles ' 1
Office equipment 5
Computer equipment 3
Tools and loose gear 5

8.1 Change in accounting estimate
Depreciation 1,787,425 -

Various movable assets and infrastructure assels with original remaining useful lives varying between 1-6 years have
been revised in the beginning of the period fo reflect a new depreciable amount and the actual pattern of service
potential derived from these assets.

The affect on the current and future periods will be a decrease in the depreciation charge of R 1 087 131 in the current
pariod and an equal increase in the deprediation charge of R 1 787 425 over the next period as per the above table.
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9, INTANGIBLE ASSETS
2016 . 2015
Cost/ Accumulated Carrying value Cost/ Accumulated Carrying vaiue
Valuation amortisation Valuation amortisation
and and
accumttlated accumulated
impairment impairment
Computer software 14,555,327  (13,445,179) 1,110,148 14,080,088  (11,996,744) 2,063,344
Intangible assets under 23,172,045 -~ 23,472,045 15,231,097 - 15,231,007
development
Total 37,727,372 (1 3.445179) 24,282,193 29,291,185 (1 1,996,744) 17,294,441
Reconciliafion of intangible assets - 30 June 2016
Opening Additions Amortisation Total
balance
Computsr software 2,063,344 247,620 (1,200,818) 1,110,148
intangible assets under development 15,231,097 7,940,948 - 23,172,045
47,294,441 8,188,568 (1,200,816) 24,282,193
Reconclliation of intangible assets - 30 June 2015
Opening ~Addiions "~ Disposalg —Amortisation— ~Totat
balance
Computer software 3,445,152 567,600 {48,028)  (1,901,380) 2,083,344
Intangible assets under development - 156,231,007 - - 15,231,097
3,445,152 16,798,697 (48,028) (1,901,380} 17,294,441

The Johannesburg Roads Agency does not have any intangible assels held as security, surety or pledge.

Other information

Intangible assets under development relates to the ring fenced SAP project which includes an amount of R 2 300 000
for SAP Preferred Card. The cost analysis and allocation of the project will be assessed on completion of the project.
Managemant is in the process of customising the All in One SAP package to meet the business specific needs. The

commitment amount of customisation cannoi be quantified as at 30 June 2016.
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10. FINANCIAL INSTRUMENTS

Financial Assets 30 June 0-30 Days 30-60 Days 60-90 Days >90 Days Total

2016

Trade Receivables 441,219,685 37,145,402 15,005,593 39,015,172 532,385,852

Financial Liabilities 30 June 0-30 Pays 30-60 Days 60-90 Days >90 Days Total

2016

Trade Payables 182,828,924 43,339,562 953,681 26,456,467 253,578,634

Financial Assets 30 June 0-30 Days 30-60 Days 60-90 Days >80 Days Total

20156 ) -

Trade Receivables 334,494,696 12,961,408 (109,792) 15,576,073 362,922,386

Financial Liabilities 30 June 0-30 Days 30-60 Days 60-90 Days =90 Days Total

20158

Trade Payables 39,134,017 240,769 980 58,255 30,434,021

Financial Assets Carrying Carrylng Fair Value 30 Fair Value 30
Amount 30 Amount 30 June 2016 June 2015
June 2016 June 2015

Receivables 535,301,644 446,358,562 524,207 262 442 772,311

Cash and cash equivalents 300,941,032 425,740,217 309,941,032 425,740,217
-845,242,676 - - --B72,088,779 .. .. 834,148,294 .868,512,528

Financiat Liabilities Carrying Carrying Fair Value 30 Fair Value 30
Amount 30 Amount 30 June 2016 June 2015

: June 2016 Juna 2015

Payables 417,177,236 874,209,017 415,795,668 674,013,403

Provisions 50,364,353 29,089,578 50,364,353 29,099,578

Finance lease obtigation 40,048,273 26,508,378 40,048,273 26,506,378
507,589,862 729,814,973 506,208,294 729,619,359

30 June 2016

Financial Asseis by category

The carrying amounts presented in the statement of financial posifion relate te the following categories of assets. The
trade and other receivables under financial assets excludes non-financial assets such as prepayments, taxes:

Loans and Total
receivables )
Trade and other receivables 535,301,644 535,301,644
Cash and cash equivalents 300,844,032 309,941,032
845,242,676 845,242,676
30 June 2015
Loans and Total
receivables
Trade and other receivables 446,358,562 446,358,562
Cash and cash equivalenis 425,740,217 425,740,217
872,098,779 872,098,779
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10. FINANCIAL INSTRUMENTS (continued)

Financial Liabilities by category

The carrying amounts presented in the statement of financial position relate to the following category of liabilities, The
ancial liabilities such as amounts received in

trade and other payables under financial liabilities excludes non-fin
advance, staff costs:

30 June 2016 Amortised Total
cost
Trade and other payables AT 1AT7,236 417,177,236
Provisions 50,364,353 50,364,363
Finance lease obligation 40,048,273 40,048,273
507,589,862 507,589,862
30 June 2015 Amartised Total
cost
Trade and other payables 674,209,017 674,200,017
Provisions 29,099 578 298,099,578
Finance lease obligation 26,506,378 26,506,378
729,814,973 729,814,973
11. DEFERRED TAX
- ‘""_"“Dlj':ferred'tax'as.setfﬂ iability)
Fixed assets - owned and leased 10,711,671 6,927,141
Finance lease liabilities (11,213,516) (7,421,788)
Provision for legal claims (7,741,703) (8,147,882}
Provision for impairment of debtors {1,482,057) (1,381,834)
Provision for leave pay (7,472,603} (7,096,684)
Provision for honuses (8,360,315} ’ -
Retirement benefit liability {14,065,186) {12,848,610)
Retirement benefit asset 16,017,554 16,381,536
Discounted debtors (1,620,655) (1,004,150)
Discounted creditors (386,339) {54,772)
Provision for 13th cheque (2,750,206) (2,734,960}
Calculated loss (10,686,681) (30,660,349}
Deferred tax asset not recognised 37,050,538 48,042,450

-

Recognition of deferred tax asset

No deferrad tax asset was provided for due to the improbability of future taxable profits to offset these amounts,
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12. FINANCE LEASE OBLIGATION
Minimum lease payments due
-~ within one year 13,628,853 14,859,727
- in second to fifth year inclusive 35,768,261 18,865,744
- [ater than five years 119,621 034,354
49,516,735 31,659,825
less: future finance charges {9,468,462) (5,153,447)
Present value of minimum [ease payments 40,048,273 26,606,378
Present value of minimum lease payments due
- within one year 11,508,334 10,519,708
- in second fo fifth year inclusive 28,446,817 16,296,913
- later than five years 93,122 689,757
40,048,273 26,506,378
Non-current liabilities 28,539,939 15,986,670
Current liabilities 11,508,334 10,519,708
40,048,273 26,506,378
The average lease ferm is 3 years and the average effective barrowing rate is 10%.
The entuty 5 abligations under ﬂnance leases are secured by.the lessors charge over the Ieased assets.
13. TRADE AND OTHER PAYABLES
Trade payables 189,158,515 129,668,071
Payments received in advance Jobbings 8,481,621 11,159,248
GCity of Johannesburg amount received in advance 1,056,832 89,285,538
Accrued leave pay 27,080,849 25,345,799
Accrued staff 13th chaque 9,822,163 9,767,715
Retentiens 117,818,553 66,103,609
Payroll accruals 1,503,624 4,120,973
Donations - 223,500
Capital creditors and accruals 195,956,690 235,623,952
Logged paymenis 903,349 4,071,505
Value Added Tax (VAT) 48,400,156 72,859,765
Related party payables 24,629,418 25,979,838
Fair value adjustments o payables (1,381,568) (195,514)
623,430,202 674,013,399
Analysis of Related Party Creditors
~Gross Related Party Creditors (24,629,418) (26,008,398)
Capital Creditors 2,697,045 24,512,931
Operating Greditors 21,932,373 1,495,467
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14. PROVISIONS
Reconciliation of provisioné - 30 June 2016
Opening Amount Total
Balance utilised/
reversed
during the year
Legal claims 29,099,578 (3,959,182) 27,648,941
Performance Bonus - - 22,715,412
29,099,578 (3,959,182) 50,364,353
Reconciliation of provisions - 30 June 2015
Opening  Utllised during  Reversed Total
Balance dusing the vear
l.egal proceedings 20,349,578 - 29,099,578
Performance Bonus 10,129,870 (2,048,438) -
39,479,548 (2,048,438) 29,099,578

The performance hanus provision r
year the JRA Board received new in

year.

Tt lagal latms provisfor-relates: to-the- ftigation in-progress that-is-Hely-to-be paid-by-Johanhesburg Road AGENSY . -

aised at year end is paid based on the overall company pefformance. During the
formation and decided to pay the performance bonus for the 2014/2015 financial

based on the previous legal actions taken against the entity. The Legal claims emanates from sopply chain related
matiers which occurred in the past and the employment related matters from former and current employees against
JRA. The legal claims for on-going cases have been reassessed in the current year based on new devalopments in

the cases.

15. SHARE CAPITAL

Authorised

1000 Ordinary shares of R1 each 1,000 1,000
Reconciliation of humber of shares issued:

Reported as at 01 July, 2015 1,000 1,000
Issued

1000 Ordinary shares of R1 each 1,006 1,000
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16. CONTRIBUTION FROM CWNER

Opening Balance 181,444,616 123,014,187
Centributions made 46,181,067 58,430,429
227,626,583 181,444,616

This is an investment from City of Johanneshurg. The funding from the City of Johannesburg is ufilised to purchase
assets and fund other operating costs based on the budget allocation.

- 17. REVENUE

Revenue ariging from exchange transactions is as follows:

Gautrains' maintenance fees 6,723,500 5,788,600
Asphalt sales & DCP Testing 1,053,956 768,814
Jobbings 56,815,354 18,754,029
Reinstatement Income and Wayleave Fees 21,270,416 11,572,762
Tender Deposits 2,573,477 2,612,885
Management fees 25,749,071 17,785,787
Fair value adjustment (4,083,291} (2,156,198}
Total revenue from exchange transaction 410,102,183 55,126,079

The amount included in revenue arising from non-exchange
transactions is as follows:

"“'WY***‘De\lelgpef—sﬁgﬂ—tﬂbutlnn : B - R . e e 381943|413 . 52,879,1’10
* Subsidy - The City of Johannesburg Metropolitan Municipality - - - ... 746,409,000 761,067,000

Total Revenue from non-exchange transactions 785,352,413 813,946,110

Total revenue 895,454,596 869,072,189

v

18. COST OF ROAD MAINTENANCE

Services rendered

Raw materials (Refer to Note 3.1) 66,308,550 50,839,814
Direct labour costs of road maintenance and related infrastruciure (refer o 324,930,249 283,327,411
note 21)

Direct expenses 160,537,311 111,671,120

551,776,110 445,638,345

19. OTHER INCOME

Rental income - Transport Deparfment 3,637,224 3,263,135
Recoveries - Lifigation and Provision on bad debts reversal . - 51,536,433
Training income ' - 300,563
Recoveries - Logged payments, Fuel, other provision reversal 7.030,6906 9,218,375
Insurance claims - 9,658,488 10,875,747

20,626,408 75,194,253
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20. OPERATING {(DEFICIT) SURPLUS
Operating (deficit) surplus of (R 32 320 045) for the year is stated after accounting for the following:
Operating lease charges
Equipment
® Confractual amounts 208,086 223,031
Lease rentals on operating lease - Other
. Contractuat amounts 068,621 798,164
1,176,587 1,021,195
Amortisation on intangible assets 1,200,816 1,901,380
Depreciation on property, plant and equipment 32,877,240 29,121,185
Employ=e costs 120,738,766 103,622,336
Employee Costs - Road maintenance and related infrastructura: refer to 324,930,249 283,327,411
note 18
21. EMPLOYEE RELATED COSTS
Employea related costs : Salaries and wages 68,126,294 63,199,075
Employee related costs : Interns stipend 3,466,794 1,884,712
Housing benefits and allowances 1,885,023 . 3,088,501
Bonus 22,855974 | (2,413,464)
Travel, motor car, agcommeodation, subsistence and other allowances 4,032,145 7,952,212
~{inemployment Insurance Fund 436,557 571,486
" Compensation for Occupational Injuries and Disease . 3,244 000
Skills Development Levies 895,813 1,105,104
Pension and Leave 15,689,166 25,954,890
Long-service awards 107,000 -
120,738,766 103,622,336
Remuneration of executive management
Annual salary 9,331,063 8,180,009
Bonuses (Performance and Annual) 154,212 816,714
Allowances {Travel and Cellphone} 926,890 1,038,521
Contributions to UIF, Medical and Pension Funds 859,777 818,417
11,271,942 10,853,661
Remuneration of non-executive directors
Directors fees 1,638,332 1,353,830
Reconciliation of employee costs
Employee costs -Road maintenance and related infrastructure (refer to 324,930,249 283,327,411
note 18)
Employee costs - indirect 120,738,766 103,622,336
445,669,015 336,949,747
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2015

Figures in Rand
.22, INVESTMENT INCOME
Interest income
Bank and other intercompany interest 32,365,690 17,905,423
Fair value adjustments 1,881,487 2,744,165
34,247,177 ‘20,649,588
23. DEPRECIATION AND AMORTISATION
Property plant and equipment 32,877,240 29,121,185
Intangible assels 1,200,816 1,801,380
34,078,056 31,022,565
24. FINANCE COSTS
Interest charged - Intercompany 3,745,757 5,375,000
Finance leases 2,123,568 2,637,757
Bank 8 1,122
Fair value adjustments on purchases 1,001,210 357,453
Fair value adjustments on payables (2,187,163) (197,959}
4,683,380 8,173,373
25. TAXATION
Major companents of the tax expense
Current
Current tax expense - -
" Deferred
Deferred tax expense - -
Reconciliation of the tax expense
Recongiliation between accounting surplus and tax expense.
Accounting (deficit) surplus (2,756,248) 181,841,034
Tax at the applicable tax rate of 28% (2015: 28%) 171,749 50,915,490
Tax effect of expenses that are not deductible in determining taxable
income:
Depraciation on non-manufacturing buildings 366,029 326,299
Effect of previously and unused tax Josses and deductible temporary (1,137,778} (51,240,789)
_ difference now recognised as deferred tax assets
Income tax expense - -
Mo provision has been made for 2016 tax as the entity applied the Section 24C allowance, which allows the entity to
deduct for future expenditure. The estimated tax loss available for set off against future taxable income is R - (20158 R
-).
26. AUDITORS' REMUNERATION

Fees

2,188,523

2,138,318
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27. CASH (USED IN) GENERATED FROM OPERATIONS
{Deficit) surplus (2,756,248) 181,841,034
Adjustments for:
Depreciation and amortigation 34,078,056 31,022,565
Finance costs - Finance leases : 2,123,568 2.637,757
Movements in post retirement notional assets and liabilities 5,644,849 {10,610,222)
Movements in provisions 21,264,775 (10,379,970)
L oss on assets written off - 534,800
nMovement in shareholders loah 46,181,967 58,642,050
Assets purchased through finance lease 24,248,112 -
Other non-cash items (fair value adjustiments) 205,816 {(111,615)
Changes in working capital:
[nventories (22,331,970) 7,204,373
Trade and other receivables {101,174,128) 106,464,041
Trade and ather payables (50,583,200} 31,067,247
(43,097,401) 398,302,060
28. COMMITMENTS
Commitments in respect of capital expenditure:
Authorised and contracted for
1,123,789,398 832,556,090

«  Authorised and contracted for (multi-year awards)

This committed expenditure relates to JRA property plant and equipment and CCJ Capex projects and will be financed
by External Finance Funding (EFF), Capital Replacement Reserve (CRR) and Urban Settlement Development Grant
{USDG), retained surpluses, existing cash resources, funds internally generated, shareholders loan efc. The-
2016/2017 capital budget is R 1 439 941 000 compared to the 2015/2016 capital budget of R 1 340 000 000. The
estimated capital budget for the 2017/2018 is R 1 148 265 000 and the 2018/2048 capital budgst is R 1 008 100 000
The approved but not yet contracted for budget amount in the 2014/2015 financial year was R 582 684 910. The
approved and not yet contracted for budget amount was not disclosed in the current year as the balance is not

committed.

The autharised and committed for expenditure relates to property, plant and equipment and Capex projscts contracts
which have been awarded and the remaining balance after expenditure incurred being the committed amount. The
purchase vrder amounts are committed where the contracted awarded is based on rates on an as and when basis.

The amounts committed are inclusive of multi-year projects beyond the 20152016 financial year.

Operating leases - as lessee (Fleet)

Operating lease payments represent rentals payable by the entity accarding to the fleet lease agreement from the City
of Johannesburg Metrepolitan Municipality. The fleet lease is for 5 years or mote and will expire in 2018/19 financial

year.

Minimum lease payments due

- within cne year 17,265,786 12,681,225
- in second to fifth year inclusive 8,002,663 14,587,001
25,268,449 27,268,226

Operating leases —~ as lessee {Printers and Copiers)

Operating lease payments ropresent rentals payable by the entity according to the rental agreement. The entity is on

the month to month [ease term. No contingent rent is payable.
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29,

CONTINGENCIES
Economic entity
Johanneshurg Roads Agency (Proprietary) Limited

These are legal claims that have arisen in the normal course of husiness and represent the possible amounts that
could be awarded should the claims succeed against the entity. No provision has been made as management believes
the claims will not succeed. Refer to cases below:

Lucienne Nanetter Raab & Others v JRA & Others (The applicants for an order directing the respondentis not io allow
construction vehicle to gain access to a construction site from Fulwell road in Bryanston. The JRA has issued a way-
leave to the developers to conduct the work.

Surprise Mbatha vs JRA, The Applicant has lodged an application for review to set aside the arbitration award to the
sffect that her dismissal not was substantively and procedurally unfair, Amount involved in the current ysar is not
quantifiable. :

Applemint vs JRA. JRA was served a lefter of demand to do work on his praperty which has experienced a sinkhaole as
a result of the storm-water drain running through his property. Amount involved in the current year is not quantifiable.

Postrefirement medical aid benefits for certain former employees were withdrawn in 2015 financial year which
resulted in significant reduction in the postretirement medical aid liability. There is risk that the beneficlaries with
withdrawn banefits might sue the entity as they have been members of the postretirement medical aid for more than
10 years. :

Legal claims - contingent Liabilities

Telkom SA SOC Ltd vs JRA (A special plea has been filed and 24999 24,999

awaiting the plaintiff to apply for a trial date herein ) .

Midnight Moon Trading (Pty) Lid (Dispute on quality of work). - 3,870,167
RCI Solufions V JRA - The plaintiff has served a letter of demand the - 3,012,123
JRA for payments on projects that they have worked on.

Bareki Management Consulting v JRA (The plaintiff issued summons - 159,373
for payment of an outstanding invoice issued on or about the 15th May,

2011,

Khuma ya Kgomotso v JRA (The plaintiff issued summons for the - 3,650,066

payment of an outstanding invoice.)

24,989 . 10,716,728

Legal claims - Contingent Assets
The following were contingent assets for the year.

JRA v& Momakhephu - The plainfiff issued summonses claiming services rendered for the provision of supply chain
management services. He alleges that the JRA failed or refused to pay for services renderad. The assessment by JRA
legal unit for winning the case is medium. Amount involved (R 316 926.27).
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30. RELATED PARTIES

Relafionships

Directors

Ulsimate controlling enfity
Controlling entity

Other members of the group

Refer to Directors' report note
The City of Johanneshurg Metropolitan Municipality
The City of Johannesburg Metropolitan Municipality

City of Johannesburg Property Gompany {Pty) Ltd
City Power Johannesburg (Pty) Lid

Johannesburg City Parks (Pty) Ltd

Johannesburg Development Agency (Pty) Lid
Johannesburg Metropolitan Bus Services {Pty) Lid

Johannesburg Social Housing Company (Pty) Ltd
Johannesburg Water (Pty) Lid
Pikitup Johannasburg (Pty) Lid

Johannesburg Civic Theatre {Piy) Ltd
Johannesburg Fresh Produce Market (Pty) Ld
Directors' remuneration

Members of key management
Related party balances

Amounts Included in frade receivables regarding related parties

The City of Jehanneshurg Metropolitan Municipality 483,752,223 333,256,840
-City Power Johannesburg SCC Lid 336,191 14,080
Johannesburg Water SOC Ltd 9,527,736 3,150,114
...Johannesburg Gity Parks and Zoo.. .. _ 918,948 .80,940
Johannesburg Fresh Produce Markef (Pty) z_m - e _
494,535,093 336,651,921
Amounts Included in trade payables regarding related parties
The City of Johannesburg Metropalitan Municipality 15,379,346 17,236,540
Johannesburg Water 10,244 i 2,156
Pikitup Johannesburg {Pty) Lid 1,780,263 -
Johannesburg City Parks and Zoc 4,757,225 540,229
Johannesburg Development Agency 2,697,045 8,200,913
Johannesburg City Theatre 5,295 -
24,629,418 25,979,838
Other related parties accounts )
The City of Johannesburg Metropolitan Municipality - Equity (227 ,626,583) (181,444,618)
The City of Johannesburg Metropolitan Municipality - Post Retirement 57,205,550 58,505,486
Benefits Nottonal Accourt
The City of Johanneshurg Metropolstan Municipality - Specaahsec{ Vehicle (36,921,037) (16,532,532)
Lease
The City of Johannesburg Metropolitan Municipality - amount received in (1,056,831) {89,285,538)
advance
City of Johannesburg Metropalitan Municipality - Gratuity 1,418,177 4,617,378
The City of Johannesburg Metrepolitan Municipality - Swesping Bank 297,080,779 425 737,966
Account (Cash and Cash Equivalents)
90,100,055 201,598,144
Executive Management Salaries Annual Bonus Allowance  Confributions Total
30 June 2018 salary s
Matsuma Samson Mohale - Head 1,102,939 - 136,080 77,271 1,316,220
Corporate Services
Makhubela Thulani Sydney - 1,063,419 - 139,020 104,434 1,297,773

Head Planning
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2015

Figures in Rand 2016
30. RELATED PARTIES {confinued)
Seadimo Sindane - Head: 1,313,237 - 7,920 14,996 1,335,153
Regional Operations
White John Robett - Acting Head 637,321 12,782 70,880 121,544 842 527
of Infrastruciure Depariment
{(147/2015 - 30/4/2016)
Kau Mpho - Head of Infrastructure 161,019 - 25,320 9,391 195,730
Department (from 1 May 20186)
Fikile Ramatseba - HOD: . 1,179,680 - 67,920 112,694 1,360,304
Performance Governance & IT,
MD'S Office
Motsherane Lufuno - Acting Head 377,080 - 26,640 61,745 465,465
Corporaie Services (25 February .
2016 - 30 June 2016) :
Darry! Howard Thomas: Mobility 1,122,284 - 136,080 76,966 1,335,330
and Freight
6,946,989 12,782 610,760 579,041 8,149,572
Executive Management Salaries Annual Bonuses Allowance  Contributions Total
30 June 2015 Salary s
Matsuma Samson Mohale - Head 1,029,024 71,381 136,080 73,438 1,309,923
Corpeorate Setvices :
Makhubela Thutani Sydney - 982,841 92,871 139,820 98,596 1,314,228
Head Planning
~ Van Tonder Hendiik Johannes - 382,275 32,104 132,637 96,533 643,549
Acting Head of Ifastictire B . I
Department to 31/1/2015- S . o }
Fikile Ramatseba - HOD: 430,267 - - 53,300 66,945 550,612
Performance Govemnance & IT,
MD'S Office (appointed February
2015)
Seadimo Sindane - Head: 411,351 - 2,640 4,735 418,726
Regional QOperations {(appointed
March 2015)
Darryl Howard Thomas: Mobility 1,045,887 156,148 136,080 75,318 1,413,434
and Freight :
4,281,645 352,504 600,657 415,566 5,650,372
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30. RELATED PARTIES (continued}

Related party transactions

Income from related parties

The City of Johannesburg Metropolitan Municipality - Subsidies 746,409,000 761,087,000

The City of Johannesburg Metropolitan Municipality - Other 20,220,077 7.873,753

The City of Johannesburg Metropolitan Municipality - Interest from 28,520,590 20,649,588

Sweeping Bank Account

The City of Johannesburg Metropolitan Municipality - Management Fees 25,749,071 17,785,787

City Power Johannashtrg SOC Lid 282,545 144,050

Johannesburg Water SOC Lid 17,467,233 8,469,737

Johannesburg Gity Parks and Zoo 1,150,397 235,684

Johannesburg Fresh Produce Market (Pty) Ltd 1,097,680 131,524
840,896,603 816,357,123

Purchases from related parties

The City of Johanneshurg Metropolitan Municipality 24,037,228 28,605,484

Johannesburg Water SOC Ltd 6,803,904 20,917

Johannesburg City Parks and Zoo 4,498,970 2,452,628

Johannesburyg Gity Theatres 31,750 52,632

City Power Johannesburg SOC Ltd 15,829,020 -

Pikitup Johannesburg (Pty} Ltd 1,514,983 -

52,715,855

29,221,561

The entity had a timing difference Eﬁ the recording of the expenditure transaction with City Power in the prior ye.é.r. ofR )

11792 216.43.
Key management information

CLASS - DESCRIPTION

Non-executive board members Excluding acting during the year
Independent audit committee Excluding acting during the year
members

Executive management Excluding acting during the year

NUMBER

9
3

7
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31. DIRECTORS' EMOLUMENTS

Executive
30 June 2016
Annual Salary  Bonuses Allowances  Contributions Total
Dr. § Phillips - Managing Director 284,484 - 61,610 44 459 390,553
(appointed 1 May 2016)
GP Mbatha CA(SA) - Chief Financial 1,288,115 - 127 920 118,109 1,534,144
Officer {CFQO)
M Kau - Acting Managing Director (1 811,475 141,430 126,600 118,167 1,197 672
July 2015 to 30 April 2018)
2,384,074 141,430 316,130 280,735 3,122,369
30 June 2015
Annual Salary Bonus Allowances  Coniributions Total
S Macozoma - Managing Director ( 1,794,188 343,528 137,820 123,031 2,398,567
Resigned 30 April 2016)
GP Mbatha CA(SA) - Chief Financial 1,209,529 87432 127,920 110,608 1,535,489
Officer (CFO)
M Kau - Acting Managing Director (from 804,647 33,252 172,124 169,212 1,269,235
1 May 2015} ' :
3,898,364 464,212 437,864 402,851 5203291 .. ... .. ..
MNon-executive
30 June 2016
Directors' foes Total
J Manche {Chairpersen) 225,882 225,882
M Ramasia 39,928 39,928
L. Nxumalo 151,760 151,760
H Mashele 211,085 211,065
R Theunissen {Independent Audit Gommittee member} , 62,744 62,744
L. Mashamaite 248,850 249,850
A Tormres 166,568 166,568
N Msezane 132,358 132,358
J Maina (resigned 29 June 2016) 88,988 88,088
P Govender {appolnted 15 March 2016) _ 55,916 55,916
J Maboa (Independent Audit Committee member) 55,902 55002
ES Ngomane 135,765 135,766
D Nyalunga (Independent Audit Committee Member) 61,606 61,606

1,638,332 1,638,332
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3.

DIRECTORS' EMOLUMENTS {continued)

30 June 2015
Directors' fees Totai

J Manche (Chairperson} 88,988 88,988
M Ramasia 21,678 21,678
L Nxumalo 126,160 126,160
H Mashele 218,306 218,306
R Theunissen (independent Audit Committee member) 69,442 69,442
L Mashamaife 224,601 224 601
SM Maimane 3,670 3,870
N Msezane 105,212 105,212
A Torres 158,278 158,278
J Maina 38,046 38,046
KC Shubane 103,666 103,666
J Mahoa (Independent Audit Committee Member) 69,442 569,442
ES Ngomane -~ 99,753 99,753
D Nyalunga 26,288 26,288

1,353,830 1,353,830
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32. PRIOR PERIOD ERRORS

The prior pericd errors noted below are based on the changes made to enhance the Annual Financial Statements
disclosure notes. The enhancements do not affect the Statement of Financial Position, Statement of Performance and
the Cashflow Statement.

The prior period error on the disclosure notes arises from a decision taken by GOJ Group Accounting to enhance the
disclosure notas in e current financial year to ensure the relevance and reliability of the information presented in the
annual financlal statements.

The correction of the error(s) results in adjustments as follows:

Effect of changes:

Staternent of Financial Position ' Nil
Statement of Financial Performance INil
Statement of Cashflow Nil

The correction of the error results in the restatement of comparative figures as follows - 30 June 2016

The Intercompany Sweeping bank account has always been disclosed as a normal balance and a decision was taken
by CCJ Group Accounting [n the current financial year to disclose the balance as a Related Party. The effect of the
change is only on the relaled pariy disclosure note. See below the effect of the change in the prior year.

Related Party Note 30: Intercompany Sweeping bank account

Detail " e Balance Prior period Restated
B - ._____..ppevié'ué'l'y_____'__:_'___;_'__'n',;,;',,";e{:rgr,,,,,,,,,,;,,,,,,,,,,,,,,,,,,,,‘Ba!éﬁ'{ié" e
i ) ) reported o
Intercompany Sweeping Bank Account - 425,737,966 A25,737,966

The correction of the error results in the restatement of co'mparative figures as follows - 30 June 2016

The Interest from the Infercompanty Sweeping Bank Account and the Management Fees has always been disclosed as
normal income fransactions and a decision was taken by CO.J Group Accounting in the current financial year to
disclose the income as a Related Party fransaction. The effect of the change is only on the related party disclosure
note. See helow the effact of the change in the prior year.

Related Party Note 30: Interest on Intercompany Sweeping bank account and Management Fees

Detail Income Prior period Restated
' previously error amount
reported
Management Fees - 17,785,787 17,785,787
Interest on Intercompany Sweeping Bank - 20,648,588 20,649,588
- 38,435,375 38,435,375

The correction of the error resulis in the restatement of comparative figures as follows - 30 June 2016

The Employee Benefit Asset has always been disclosed as a balance linked to the employee benefit obligation. A
decision was taken by COJ Group Accounting in the current financial year to reclassify to Loan to Sharsholder. The
offect of the change does not change the fact that it is a notional account for the employee benefit assei which
resulted from the initial recognition of the employee benefit obligation. See balow the effect of the change in the prior
year. :

Loans to shareholder - Note 4
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32. PRIOR PERIOD ERRORS (continued)
Detail Balance as Prior petiod Restated
previously efror Balance
reported
Employee Benelit Asset - (58,505,487} -
Loans to Shareholders - Employee Benefit Asset - 58,505,487 58,505,487
- - 58,505,487

The correction of the error results in the restatement of comparative figures as follows - 30 June 2016

The Commitments Note has been enhanced in the current year to ensu
A decision was taken by COJ Group Accounting in the current financial
contracted for amount to provide a fair and more reliable presentation.
was only linked to one year's budget versus the committed amaunt contracted for over the period

te proper disclosure of the commiited amount.
year to not disclose the approved and not yet
‘The approved and not contracted for halance
of two years. The

effect of the change only affects the prior year disclosure note. See below the effect of the change in the prior year,

Commitments Note 28

Detail

Approved and not 'yet coniracted for

Balance as
previously

reported

582,684,910

Prior period
error

582,684,910

Restated
Balance
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33. RISK MANAGEMENT
Financial risk management

The entity's activities expose it to a variety of financial risks arising from the use of financial instruments duting the
ordinary course of business. The entity does not speculate in the trading of derivative instrumenis.

Risks to which the entity Is exposed to can be classified into the following major calegories:
Liquidity risk

The entity’s risk to lquidity is a result of the funds available to cover future commitments. The antity manages liquidity
risk through an ongoing review of future commitments and credit facilities,

Interest rate risk

As the eniity has no significant interest-bearing asseté, the entity’s income and operating cash flows are substantially
independent of changes in market interest raes,

The entity's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the entity to
cash flow interest rate risk. Borrowings issuad at fixed rates expose the entity fo fair value interest rate risk.

The entity's exposure to interest rate risk is limited, as the entity has no significant interest-bearing liabilities.

Interest rate sensitivity

30 June 2016 : Movement in Increase/{decrea
’ interest rate se)indeficit
(%)

L.oans from shareholder 1 -

Loans from shareholder (N -

30 June 2016 Movement in Increasaf(decr
interest rate ease) in deficit

(%)

Loans from shareholder . 1 -

Loans from shareholder () -

Credit risk

" Credit risk consists mainly of cash equivalents and trade debtors. The entity only deposits cash with major banks with
high quality credit standing and limits expesure to any one counter-party.

Trade receivables comprise a widespread customer base. Management evatuated credit risk refating fo customers on
an ohgoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent
rating, risk control assesses the credit quality of the customer, taking into account its financial position, past
experience and other factors. Individual tisk limits are set based on internal or external ratings in accordance with
limits set by the board. The utilisation of credit limits is regularly monitared. Sales to retail customers are settled in
cash or using major credit cards. Credit guarantes insurance is purchased when deemed approptiate.

No credit limits were excesded during the reporting period, and management does not expect any deficits from non-
performance by these counterparties. :
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34, GOING CONCERN

We draw attention to the fact that at 30 June 2016, the entity had accurmulated surplus of R 164 071 186 (30 June
2015 accumulated surplus: R 166 827 430 and that the entity's total assets exceeds its liabilities by R 391,898,769 (30
June 2015: R 348 273 0486).

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

The entily is wholly dependent on the City of Johannesburg Metropolitan Municipality for confinued funding of
operations.

The annual firancial staternents are prepared on the basis that the entity is a going concern and that the City of
Johannesburg Metropollitan Municipality has neither the intention nor the need fo liquidate or curtall materially the
scale of the entity. A letter of comfort is issued each year by the City of Johannesburg Metropolitan Municipality
regarding the ability of the entity to carrying on as a going concern in the future.

|
35. EVENTS AFTER THE REPORTING DATE i
Management is not aware of any matter or circumstance arising since the end of the financial year which will materially l
alter the report as submitted. !
36. UNAUTHORISED EXPENDITURE I
The entity did not have unauthorised expendiiure in the current year.
37. FRUITLESS AND WASTEFUL EXPENDITURE S

Reconciliation of fruifless and wasteful expenditure

Companies House - CIPC penaity : 1,000

Interest on Eskom account 4,981 -

Interest on Telkom account 47,259 9,038

Interest on late payment of Pension Fund contiibutions 2,140

Scholiz Attorneys - legal fees & interest - 25,862

53,240 37,040

Reconciliation .

Opening balance . 37,040 22,932

Fruiless and wasteful expendlture condoned by counci! , (37,040) {22,932)

Fruitless and wasteful expenditure; current year 53,240 37,040
53,240 37,040

The entity incurred penalty on Companies House accaunt of (R1 000) as at 30 June 2016 due to late submission on
CIPC.

Interest charged on the Telkom account as at 30 June 2016 (R47 259) June 2015 (R 9 038) is due io late payments.
The JRA officials had discussions with Telkom and half of e inferest charged was reversed. No further engagements
are in place. A new process s in place where invoices are electronically emailed by Telkom and a new payment
pracess of the key accounts has been put in place in instances whers invoices are received late,

Intarest charged on the Eskom account as at 30 June 2016 (R 4 981) is dus io lale payments. Management had
engagements with Eskom and more than half of the interest has been recovered, No further engagements are in
place. Management has made arrangements to receive invoices electronically and measures are in place fo pay
suppliers in instances where invoices are received late. A new process is In place where a new payment process of
the key accounts has been put in place which has curbed the interest charged by the key suppliers.
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38. IRREGULAR EXPENDITURE

Recongcillation of irregular expenditure

Ambassador Air - Expired contracts’ - 91,310
Dakalo Cleaning Services - Services rendered with no coniract in place . - 81,904
Document Warehouse - Expired contract - 138,910
Rentokil - Expired contract : - 316,279
Metrofile - Transgressions of SCM procedures 6,927 31,063
Provox Centre for Public Relations - 4,994
D & F Commaodity Broking GC - 92,280
Makhosi Engineers and Project Managers - Expired tax clearance 281,664 -
certificate :
Bolt & Enginsering Distributors - missing documents for unsuccessiul 44,118 -
bidder '
¥uma Technologies - missing dosuments for unsuccessfui bidder 14,912 -
: 347,621 756,730°
Reconciliation of irregular expenditure
Opening halance 756,730 3,636,537
Irregular expenditure: condoned by coundil {756,730) {3,636,537)
Irregular expenditure: current year 347,621 756,730
347,621 766,730

Action taken by Maragementregarding iregular expentditure - e

A circular was issued to all staff on irregular expenditure advising that employeas who cause the company fo incur
irregular expenditure will face disciplinary hearing. Condonation reports were required to be written by the relevant
department citing the following: Background of the actions that led fo irregular expenditurs, actions taken against the
employes or support in the form of education of SCM processes and the amount Involved.

Irregular expenditure is not permitted and controls have been put in place to prevent, detect and correct any such
transactions that might eceur. Where Irregular expenditure occuis, a condonation report is submitted. lregular

_ expenditure is reported to Executive Managemnent Team, Audit Cammittes, e Board of Directors and the City of
Johanneshurg.

The contract was terminated and SCM processes were followed to appoint a new service provider during the year, The
expenditure noted oceurred during July 2015 and August 2015 while SCM was still in the process of appointing service
providers.

Management is in the process of enhancing a demand plan for goods or services o improve the management and
compliance with the supply chain regutations.

39. DEVIATION FROM SUPPLY CHAIN MANAGEMENT REGULATIONS

Paragraph 12(1}(d)(}) of Government Gazette No. 27636 issued on 30 May 2005 states that a supply chain
management policy must provide for the procurement of goods and services by way of a compelfitive bidding process.

Paragraph 36 of the same Gazeite states that the accounting officer may dispense with the official procurement
process in ceriain circumstances, provided that he/she records the reasons for any deviations and reports them fo the
next meeting of the beard and includes a note fo the annual financial statements.

Emergency work was procured during the financial year under review and the process followed in procuring those
goods deviated from the provisions of paragraph 12(1 Yd)(i) as stated above. The reasons for these deviations wers
documented and reported to the board who considered them and subsequently approved the deviation from the
normal supply chain management regutations.
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40. DEVIATION EXPENDITURE

Reconciliation of Deviation expenditure
Afhco Holdings - Impracticality - Afhco Holdings was the only supplier in
the JRA Hoad Office vicinity to offer parking services in a radius of 500
meters,
Triakon Professional Engineering Services - Emergency - The collapse of
stormwater manhole caused a sinkhole which imposed danger to the
children and other people.
Ambassador Air - Emergency - appointment for the repairs of the air-
conditioning system at JRA Head Office.
Ambassador Air Setvices (Pty) Lid - Emergency - appointment for the
repairs of the alr-conditioning system at JRA Head Office.
Ambassador Alr Services (Ply) Lid - Emergency - appointment for the
tepairs of the air-conditioning system at JRA Head Office.
Egoli Gas - Emergency - Relocation of gas line on the Emmarentia dam
wall which posed a safety threat,
Makhosi Engineers and Project Managers - Emergency - Health and
safely threat at Asphalt Plant due to the emissions which resulted In air
pollution ‘
Best Enough Trading - Impracticality - Filling of a critical post (risk
manager) whilst the tender process to appoint a panel was underway
SNA Civil Structural Engineering (Ply) Ltd - Emergency - [nvestigation info
the collapse of the bridge support structure onto M1 Motorway at Grayston
Drive.
Bowman Gilfillan - Impracticality - appointment for the legal services to

- respond-to-summons-whilst tender process was-tndervay-——. -—-

107,010
1,507,775

456,215
881,870
986,134
864,084

281,664

193,778

1,195,500

382,366

Manofti Building Constéuction cc - Emergency - Repairs of the cracked
glass, sealing and installation of glass fagade at the Johannesburg Roads
Agency Head Office building.

Van Velden Duffey Incorporated - Impracticality - appointment for the
legal services to respond to summons whilst tender process was
underway

Game Shopping Cenfre - Impracticality - Purchase of long service awards
vouchers from Game Stores for qualifying employees.

Dick King Lab Supplies (Pty) Ltd - Sole supplier - The Procurement of
mould and plates for malest gyratory compactor from sole supplier.
Maverick Trading 59 cc - Emergency - Supply and delivery of non-metal
products (Ki Tops and Slabs) as a result of shortages experienced at the
tlepots due to increased demand.

Triakon Engineering cc - Emergency stormwater and Gabion
reinstatement at Wyoming Berario which posed safety risk and damages
to infrastructure.

PWG Research Services (Pty) Ltd - Impracticality - Renewal of the
Remchannel software which was developed by PWGC and it was
impractical to find a new provider to work on the Remchannel.

Gilcels Construction and Projects - Emergency admin block sewage line
blockage at Hamburg depot. .

Eskomn Holdings - Sole supplier - Appeintment for the re-routing of the
electrical cables at the Nxumalo Bridge

Oracle Corporation - impracticality - Renewal of software licenses
{Oracle) which is currently being used by JRA. [t was impractical to find a
new provider.

Community Adverfiser CC T/A Cherry Apple Media - impracticality -
Cherry Apple Media was appointed to render services to the JRA for
advert placement on specialised publications. The appointment was made
whilst the tender process was beifg Initiated.

South African Instifute of Civil Engineering -~ Sole supplier - Appeintment
of South African Institute of Givil Engineering to provide an independeni
review and technical opinion:

A27230 -

ag412

107,000
29,725

5,000,000

496,638

64,500

6,000
3,875,931

1,889,363

1,003,606

57,000
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40. DEVIATION EXPENDITURE {continueci)

AECOM SA - Emergency appointment - Professional Services for the M1 - 118,708
Double Decker Viaduct in Johannesburg

ARQ CONSULTING Engineers - Emergency appointmeitt - Prefessianal - 100,161
Services for the M1 Double Decker Viaduct in Johannesburg

Thembakele Gonsulting Engineers - Emergency appointment - - 767,495

Professional Setvices for the Design & Construction monitoring of
stormwater management system at David Street, Qlivedale

SNA Civil Structural Engineers - Emergency appointment - Professional - 7,881,500
Servicas for Urgent repair work on the M1 Double Decker Bridge
Africa on Air, a Division of Prime Media - Sole provider - appointment of - 2,234,917

service provider in the electronic media to broadcast the Live Reads and
adverts of the Citizen Pride Campaigh

Ofis Pty Ltd - Emergency appointment - The Upgrade of basement - 1,124,000

Elevator at JRA Head office

Fgoli Gas - Sole supplier - Bulk Gas Supply to the Asphalt Plant . - 550,741

Gillcels Construction & Projects cc - Emergency appointment - Repairs to - 4,200

a Burst Pipe af the Laboratory — Main Ablution Facilities

Madisha and Associates cc - Emergency Appoiniment of Stormwater - 825,203

Project in Auckiand Park Country Club, Gulvert

Madisha and Associates oo - Emargency Appointment Stormwater Project ' - 825,203

in Auckland Park, BRT Wall

Leftam Building & Civils cc - Emergency Appointment — Remedial - 200,000

interventions at Erven 98 & Rooiels Road, Sharonlea Extension 1 .

Molemo Consulting Engineers - Emergency Appointment — Stormwater - 959,955

Project in Surrey Road, Ferndale

o Moleme: Gonsulting Enginers < Emergency. Appointment = Stormwater o e 851,955 - ooy

Project in Grosvener Road, Bryanston : - : . . - ‘

SAP - (Sole supplier - New accounting software) - 17,414,232

Rodecon Engineering - Sole Supplier - Calibration of weighbridges at ‘ - 148,392

Asphalt Plant

AHI Carries SA - Emergency Appointment - Repairs of air-condition - 10,436

systerns at JRA Head Office :

Bizstrat Intelligent Business - Sale Supplier - Sole provider for the 5th - 20,497

Business continuity management disaster recovery and risk management

conhference

Document Warehouse - Sole Supplier - Storage fadilities for JRA - 411,064

documents .

Moodie & Robertsan - Emergency appointment for legal services - 50,000
19,646,701 34,499,659

Africa Insight Com - Sole supplier - Procurement of insight JDE support for JRA’s inventory managemant, JRA uses
the JDE system as one of the ERP System for the Logistics managsment therefore due to the postponement of the
migration to SAP - Appointment based on rates.

Wacker Neuson and Raef Chain Saw - sole provider of repairs and maintenance of all fypes of Wacker Neuson
aguipment - Appointment based on rates.

Project Portfolio Office - Sole supplier - Project portfofio office is currently used hy infrastructure development
department, the licenses were also issued ta Planning when the system was initiated, I} further issued licenses to
individuals within JRA to view information reported and recorded on PPO - Appointment based on rates.

Intervate Solution Pty (Ltd) - Sole supplier - Infetvate Solution provides the Find and Fix app as well as the
maintenance, support and licensing of the Find & Fix.
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Detailed Income statement

Figures in Rand Note(s} 2016 3615
Restated®
Revenue
Gautrang’ Maintenance Fees 6,723,500 5,788,000 .
Asphalt sales & DCP Testing 1,053,956 768,814
Jobbings 56,815,354 18,754,029
Reinstatements [ncome and Wayleave Fees 21,270,416 11,672,762
Tender deposiis : 25731477 2,612,885
Management Fees 25,749,071 17,785,787
Interest on fair value debtfors (4,083,291} {2,156,108)
Daveloper's Contribution 38,943,413 52,879,110
City of Johannesburg subsidy 746,409,000 761,067,000
895,454,596 869,072,189
Cost of road mainfenance
Opening stock {18,772,002) (29,569,388}
Purchases (246,827,486) {(151,513,548)
Closing stock 38,753,627 18,772,002
L.abour costs (324,930,248} (283,327,411)
18 (551,776,110} (445,638,345}
Gross surplus 343,678,456 423,433,844
Other income
Rental income : 3,637,224 3,263,135
Recoveries - Legal, provision for bad debts - 51,636,433
Training income - 300,563
" Recoveres - Unallocated recelpts, JRPC Fual - 7.030,696 - 9218,375 - -
[nisurance claims ‘ : : 9,958,488 - 10,875,747
Interest received 22 34,247 1477 20,649,588
54,873,585 95,843,841
Expenses (Refer to page 73) {396,624,939) (329,263,278)
Operating surplus 20 1,927,132 180,014,407
Finance costs 24 (4,683,380) {8,173,373)
(Deficit) surplus for the year (2,756,248} 181,841,034
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Johannesburg Roads Agency
{(Regisiration number 2000/028993/07)
Annual Financial Statements for the year ended 30 June, 2016

Operating exponses

Advertising {20,112,363) {2,960,121)
Assets expensed (958,422) (534,798)
Auditors remuneration 26 (2,188,523) (2,138,318}
Bank chargas {65,897) {105,568}
Hostel charges {1,202,064) (1,265,264)
Conferences and seminars {2,662,330) (1,113,847)
Consuliing and professional fees " (58,644,459) (566,162,893)
Consumables . : (4,893,023) (3,432,822)
Cali center services (1,988,414) (3,028,000)
Safety’ . (6,092) (29,780}
Depraciation, amortisation and impairments (34,078,056} (31,022,565)
Directors and committee members' fees (1,621,305) (1,353,830)
Employee costs (120,738,7686) (103,622,336)
Entertainment (1,211,246) (624,313)
Legal claims provision (2,391,778) -
Interest and penalties ‘ (103,558) (3,957)
General expenses (736,649) © (587,063}

Bursaries and subsidies paid ‘ {1,089,085) (1,485,077} ~
IT expenses (12,457,761) {15,140,016})
Insurance (18,109,954) (12,110,519}
Lease rentals on operating lease . (1,176,587) (1,021,195}
L egal expenses (1,195,415) (1,306,890}
Levies - 12,983
Magazines, books and periodicals (67,145} (183,8677)
Medical expenses {135,138} (43,158)
Printing and stationery _ (4,772,625) (3,909,247)
... Promofions _ e B , (2,212,388) .. {(945438)

=~ Profective-clothing — T T o - 7 7 16,827,261y —(2,087,883)

Repairs and maintenance ’ (17,633,193) (12,920,799)
Security and Cleaning (19,314,699} (16,037,188)
License Expenses (4,635,813} (6,828,771)
Staff welfare (541,604} (71,703)
Subscriptions (165,918) (208,253}
Telephone and fax (21,461,587) {15,513,644)
Training (3,573,030) (3,560,101}
Travel - local (675,497) (586,871)
Utilities (29,177,314) (27,330,368)
(396,624,939) (329,263,278)

The supplementary information presented does not form part of the annual financial statements and is unaudited
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Statutory requirements include a statement of Direcfors’ responsibility and Directors’ Report as an. .
C e ..integral part of the Financial Report _

We, the Directors, have pleasure in presenting our report on the activities of the
Company, for the period ending 30 June 2016.
Incorporation

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

Review of Activities

The entity is engaged in construction and maintenance of roads, traffic signals and storm

water infrastructure and operates principally in Johannesburg, South Africa.

The operating results and state of affairs of the entity 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
secretary.

 Responsibility and Assurances

- The Directors are required by the Municipé'l'-'f:-'ihéﬁdgMénégér'rién't- Act, 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. [t
is the responsibility of the Directors to ensure that the annual financial statements
fairly present the state of affairs of the entity as at the end of the financial year and
the results of its operations and cash flows for the period ended.

The directors rely on the system of internal controls, together with information
provided by management and the internal auditors. The external auditors are
engaged to express an independent opinion on the annual financial statements and
were given unrestricted access to alf financial records and related data.

Reliance is also placed on the comments of the external auditors bésed on the

results of their audit. Against this body of information the Board is able to provide a -

reasonable assurance:

« as to the reliability and integrity of financial and operating information

of the compliance of systems with policies, plans, procedures, laws and
regulations ' :

that assets are safeguarded against unauthorized use or dispossession

as to the economic, effective and efficient utilization of resources

of the adequate prevention and detection of fraud and irregularities, and

of the achievement of the approved strategy and established objectives and
goals for the company
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The directors have noted with concern that a number of control shortcomings which

were -identified “as ‘previous -audit findings :were not-addressed timeously: This:has.:

résiilted in ‘a regression in the ‘audit outcome ‘and has raised questions around ‘the
functioning of the controls, procedures or systems during the year under review.
Despite this, the Directors ate still of the opinion, based on the information and
explanations given by management, that the system of internal control provides
reasonable assurance that the financial records may be relied on for the preparation
of the annual financial statements. However, any system of internal financial control
can provide only reasonable, and not absolute, assurance against material
misstatement. :

The external auditors have concurred with the opinion of the Board in this regard and
further confirm that they did not identify any material internal control weaknesses
during their audit although shortcomings have been brought to the attention of
management for remedial interventions. The entity has not been able to maintain its
clean audit but has been given an unqualified audit report with two no matters of
emphasis (see attached).

The details of the company’s corporate governance structures and practices have
been set out in the governance section of this report as well as the Sustainability and
Social & Ethics Committee Report. :

Particulars relating to the JRA’s internal controls and audit approach, and to the role
and function of the Audit and Finance and Risk and IT Committees, are set out in the
Governance Report and the Audit Committee Report. The audit approach ensures a
thorough understanding of the JRA’s financial and business objectives, and also
provides-an analysis of the underlying systems and procedures. o

~The focus ~of risk management _entaits —identifying;—assessing, -managing—
monitoring all known forms of risk. While operating risk cannot be fully eliminated, we
endeavour fo minimize it by ensuring that the appropriate infrastructure, controls,
systems and ethics are applied across all aspects of our business and are managed
within approved procedures and constrainis.

An independent examination of the financial statements is carried out by the external
auditors in accordance with Generally Recoghized Accounting Practices (GRAP)
issued by the Accounting Standards Board as the prescribed framework of National
Treasury. The financial statements were prepared in accordance with these
accounting standards as well as the Municipal Finance Management Act, No 56 of
2003 and Companies Act, No 71 of 2008. Appropriate accounting policies, supported
by reasonable and prudent judgments and estimates were applied in the preparation
of the financial statements. The Directors are of the opinion that the financial
statements fairly present the financial performance and cash flows of the company
as at 30 June 2015.

Going Concern
The entity is a State Owned Company with the City of Johannesburg Metropolitan

Municipality (The City) being the sole shareholder. The JRA is wholly dependent on
the City for continued funding of operations. The annual financial statements are

prepared on the basis that the entity is a going concern and that the City has neither
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the intention, nor the need, to liquidate or materially curtail the scale of, or funding to,

This basis presumes that funds will be available to finance future operations and that
the realisation of assets and setflement of liabilities, contingent obligations and
commitments will occur in the ordinary course of business.

The approved operating budget for the 2015/2016 financial year is R R919 200 000
and the approved capital budget for the 2015/2016 financial year is R 1 340 500 000.

Events after reporting date

There have been no material changes in the affairs or financial position of the
Company since the reporting date. '

Corporate information

« Company Registration number: 2000/028993/07

e Company Secretary: Karen Elizabeth Mills

o Registered Office and Business Address: 66 Pixley Seme Street,
Johannesburg '

» Auditors: Auditor General of South Africa

Directors’interests.in contracts - - -

The Directors have declared that they do not have ahy interests in the contracts of
the entity.

Accounting Policies

The annual financial statements  prepared in accordance with the prescribed
Standards of Generally Recognized Accounting Practices (GRAP) issued by the
Accounting Standards Board as the prescribed framework by National Treasury.

Share Capital

There were no changes in the authorised or issued share capital of the entity during
the year under review. :

Board

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

Name Nationality Status
S Phillips (Managing Director) South African . Appointed 1 May 2016
GP Mbatha (Chief Finance Director) South African  Reappointed March 2016
L Nxumalo South African  Reappointed March 2016
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H Mashele South African  Reappointed March 2016

“E'Ngomane oo Gouth African - Reappointed-March:-2016: -
L Mashamaite ‘South African  Reappointed March 2016

N Msezane SouthAfrican  Reappointed March 2016

Prof J Maina South African  Reappointed March 2016

/Resigned May 2016

A Torres South African  Reappointed March 2016

J Manche{Chairperson) South African  Reappointed March 2016

B Ramasia South African  Resigned March 2016

P Govender South African  Appointed March 2016

Controlling Entity
The entity's controlling entity is The City of Johannesburg Metropolitan Municipality
Special Resolutions

It was resolved that the remuneration of the non-executive directors and independent
audit committee members of the Company for the year ended 30 June 2016 and 30
June 2017, be approved, in accordance with the City of Johannesburg Metropolitan
Municipality policy dealing with the remuneration of non-executive directors and
independent audit committee members and further, that the remuneration of the
executive directors of the company for the period ending 30 June 2016 and 30 June
2017 be paid subject to the upper limits of remuneration as determined by the City of
- Johannesburg Metropolitan Municipality in terms -of section -89 _-of the ‘Local

Government: Municipal Finance Management Act, 2003
Bankers

Standard Bank Limited.

Auditors

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

Meetings

Ten (10) Board meetings as well as three (3) workshops and one (1) interview
process with the new MD took place. Six (6) Audit and Finance, four (4) Risk and IT,
seven (7) Service Delivery and six (6) Remuneration Social & Ethics Committee
meetings were held during the period 1 July 2015 to 30 June 2016.

Conclusion

The Board of Directors acknowledges its responsibility to ensure the integrity of the
integrated report. The Board has accordingly applied its mind to the integrated report
and in the opinion of the Board the integrated report addresses all material issues,
and presents fairly the integrated performance of the organisation and its impacts.
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The Board authorises the integrated report for release to the member from the 2
December 2016 and for.general release.on the date of the Annual General Meetlng

The annual report was approved by the Board of Dlrectors on the 2nd December

2016 at Johannesburg and is signed on its behalf by:

Chairman of the Board — Ms J Manche

i

Managmg Directorff Accounting Offlcer — Dr S Phillips

a Chief Financial Officer — Mr G Mbatha
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5.8  Audit Committee Report

Please cross refer to Audited Financial Statements.

5.9 Report of the Auditor-General of South Africa

Please cross refer to Audited Financial Statements,
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510 -
5.1

5.12

Accounting Policies ~ ¢ross refer to Audited Financial Statements -

Notés to the Anniial Financial Statements = cross refer to Audited Financial

Statements
Statement of Comparison of Budget and Actual Amounts - cross refer to Audited
Financial Statements

6.1

CHAPTER 8IX
AUDITOR-GENERAL FINDINGS

Historical Audit Findings and Remedial Action

Management is still in the process of addressing the three audit findings that
remained unresolved as at 30 June 2016, which involve leave provisions,
processes to ensure that all valid invoices from suppliers are paid within 30
days, and implementation of certain aspects of the IT goverriance framework
of which the action plan is only due in 2018.

6.2

6.3

Commitment by the Board of Directors

The Board of Directors has prioritized the resolution of audit findings during
2015/16 and in this regard delegated the monitoring and oversight thereof to
the Audit and Finance Committee (AFC). The chairman of the AFC undertook
engagements with management 1o ensure findings were addressed
adequately. At an operational level this matier has been made a standing
agenda item for the Executive Management Team meetings under the direct
control of the Managing Director.

The Board remains committed to ensuring that all audit findings, both from the
Internal Audit Unit and the Auditor-General, are addressed appropriately and
with the required degree of urgency and prioritization.

Mitigating Strategies on the Assessment of the Integrated Reporting and
MFMA Circular 63.
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Please .'cross,:-refer,;to.:.ihe,sintre.d_uctio_n..;,_f‘/_;\_b.out.;,:oun,-_a_nnru_a_l Antegrated Report™. . ..
The framewoik as ‘directed by the City of Johannesburg has been used:-and
broadly conforms to MFMA Circular 63.

ACRONYMS
AFS Annual Flﬁéﬁclél (S{a.tén;l'en{s 11B Bachelor of Laws
B Proc B Proc — Baccalaureus Proctiralionis MFMA Municipal Financial Management Act
BEE Black Economic Empowerment N3DS National Skills Development Strategy
BB-BEE Broad Based Economic Empowerment OHASA | Occupational Health and Safety Act
GCAPEX Capital Expendilure Opex Operational Expenditure
COBIT Confrol objectives for information tef:hnology PAYE Pay as you eam
Cod City of Johannesburg PDR Preliminary Design Report
DDR Detailed Design Report RITC Risk and IT Commitiee
EAP Economic Active Popufation RFQ Request for Quotafion
EE Act Employment Equity SCM Supply Chain Management
1 EFF - External Finance Fund , | _ SDBIP Service Delivery Budget Implementation Plan | _
--------------- T ERT. | Eleckonic Fnaneial Transfer oo SMES -{-Small Medium-Micro Enterprises-
- EMT o Ekeeutive Managem-én‘t 'Eeanﬁ ' ' -S-WMP‘ - Sform Water Maétér Plan T
GRAS Group Assurance Services ) UPS Uninterrupted Power Supply
JDE JDE Agcounting System UsbG Urhan Setflement Development Grant
JSIP VAT Value Added Tax
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