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CHAPTER 1: INTRODUCTION AND OVERVIEW

JOHANNESBURG CITY PARKS
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Managing Director L.L. Williamson — Managing Director
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Johannesburg, 2000
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Bankers ABSA Bank Ltd
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Company Secretary H.G. Nel

Company Registration Number 2000/028782/08

Public Benefit Organisation Reference No. 93000673 7

Website www.jhbcityparks.com

Employees 2 203 employees at June 30, 2005



1.1 Chairperson’s Review

Introduction

Johannesburg City Parks' performance for the year under review helped strengthen our position with the various
stakeholders. Our ability to meet the expectations of a broad and multicultural customer base often required
innovative and continuous inventive approaches when interacting and executing our activities. We cemented
our performance by ensuring that all the objectives in our corporate scorecard were met and exceeded our

expectations.

Sustainable development of Johannesburg enabled us to showcase exciting new Park and cemetery
developments, conservation area improvements and tree planting programmes. During the review period we
ensured that our programmes, processes and projects subscribed to financial integrity, environmental
requirements and accommodated social and political imperatives. The Board’s commitment to ensuring that our
capital programmes were diligently reported on and executed helped City Parks absorb additional projects,

thereby enabling the Company to exceed the initial targeted projects as per the business plan.

Fulfilling the Mandate

City Parks operated effectively within the communities because we continuously factored in stakeholder
expectations. The Board repeatedly referenced our mandate and factored in the Sharemember’s aspirations
into the strategic plans. Operations were very effective in implementing the key deliverables defined in the
strategic plan and our detailed Expanded Public Works Programme and its timeous implementation helped to
fast track those issues that embrace the national agenda. The momentum set in the previous financial year
increased during this period and resulted in us, once again, delivering on those programmes that served as the

mayoral priorities.

Performance Review

The favourable financial position we have achieved will strengthen our position going forward. In spite of the
portfolio growth and disproportionate funding in relation to the portfolio of services, we have been able to
cement our position through increased productivity and efficiencies. All departments comprising marketing,
operations, human resources, internal audit, risk management and finance, continued to perform at a high

standard collectively.

Corporate Governance

The Board of Directors has incorporated the City of Johannesburg's Corporate Governance Protocol (the
Protocol) in its Board Charter, which inter alia_regulates its relationship with the City of Johannesburg as its sole

member and parent municipality in the interest of good corporate governance and good ethics.

The Protocol is premised on the principles enunciated in the King Report for Corporate Governance for South

Africa 2002 (“King Il report”). The Company steadfastly consolidated its position in respect of adherence to the



King Il report on Corporate Governance. City Parks’ practices are, in most material instances, in line with the
principles set out in the King Il Report. Ongoing steps are however taken to align practices with the Report’s
recommendations and the Board continually reviews our progress to ensure that we improve our Corporate
Governance. During the year under review the Company entrenched its risk management reviews and
reporting and compliance assessments were conducted in terms of the Companies Act and the Municipal
Finance Management Act (MFMA). The annual Board assessments and evaluations were conducted and an
annual report for the previous year was effectively completed in accordance with the terms of section 121 of the

Municipal Finance Management Act. The current financial report was guided by the same principles.

Employment Equity and Black Economic Empowerment

City Parks’ employment equity programme was extremely progressive and we exceeded the targets set. Our
conviction to ensure material participation of previously disadvantaged companies and individuals is
demonstrated by the degree of procurement spent on the designated companies and individuals. The Board
ensured that the procurement policy embraced the objectives of broad-based Black Economic Empowerment
and the Managing Director, as the accounting Officer of the Company, was tasked as the custodian for effective
implementation. The Capital projects implemented during this period served as valuable foundations for
ensuring community participation in our BEE programmes. This pace will be enhanced and the Company will

continue to be sensitive to the financial constraints facing emerging black businesses.

Looking Ahead

City Parks will continue to set new standards of service delivery and our customer relationship programme will
serve as a pillar for our ongoing success. We remain firm in our commitment to sound stakeholder relationships
and are committed to managing both short-term and long-term plans to standards that will ultimately benefit our
communities. The forthcoming Municipal elections and the 2010 World Cup have already been factored into our
strategies and our operational plans. The challenges that we face are the increasing portfolio and a budget that
is not scientifically proportionate to it. We will, however, continue to strive for operational effectiveness and,
with our customers and stakeholders, we will collectively focus on improving the environmental well-being of our

society.

1.2 Overview of the Entity

City Parks is the greening, conservation and cemetery management agency for the City of Johannesburg (CoJ),
and undertakes activities within the municipal ambit as contained in the Service Delivery Agreement with the

parent municipality.

City Parks has been in operation since January 2001. The Company has developed numerous Capital Projects
in the form of parks, designated public open spaces and improved service delivery to previously disadvantaged

areas.



With a staff complement of 2 203 as at 30 June 2005, the Company maintains a labour intensive approach to

ensure its commitment to job creation.

Although there are certain competitors, both large and small, operating in the industry, the Company benefits
from the Service Delivery Agreement with the City of Johannesburg which grants a sole mandate to the

Company for the maintenance and development of Council owned land and facilities falling within its mandate.

Size of Portfolio and Staff Complement

City Parks’ mandate is to provide and manage the parks, designated open spaces, environmental conservation
services and cemeteries for and on behalf of the City of Johannesburg; accordingly it manages the following

assets:

Number of Parks 2 328 parks
Developed Open Space 6 564 ha
Undeveloped Open Space 3 600 ha
Sidewalks 5500 ha
Water Surfaces 174 ha
Street Trees 1,3 - 1,6 million
Number of Cemeteries 35
Cemeteries 1088 ha
Number of Crematoria 2

Number of Nurseries 1
Conserved Areas 1569 ha
River Trails 87 km
Environmental & Education Centres 2

Total Area 18 500 ha
Size of Fleet: Vehicles 322
Trailers 119

1.3 Managing Director’'s Executive Summary

City Parks’ success has been a motivating factor for all involved. The spirit in which we focused on
strengthening our position with our stakeholders and customers was emphasised through our commitment to
increase service delivery. We cemented our position by fulfilling and achieving all the objectives for the period

under review.

In performing our operational and capital programmes we received recognition from our Sharemember and our
customers and this was emphasised by the significant improvement in the customer satisfaction index.

Employee satisfaction increased by 13% overall, evidenced by the increased levels of productivity and



efficiency. Our belief in human development and empowerment was a critical element that contributed to our
success and will ensure our sustainability. Our social programmes, with emphasis on environmental education
for our communities and the provision of wellness services for employees, have in many ways influenced the

overall well-being of the communities we serve.

Our emphasis on good corporate governance and sound financial practices, including the manner in which we
pro-actively embraced the new Municipal Finance Management Act and the Municipal Systems Amendment

Act, sets a good platform for favourable financial results.

We looked for solutions to reduce the threats of diseases that limit the capacity of our employees, and our
programmes to manage the impact of HIV/AIDS have been particularly effective. Our ongoing awareness and
wellness programmes are testimony to this and the promotion of voluntary confidential counselling and testing

has led to more employees seeking counselling and support.

We pursued our operational objectives with great success and our outputs in this year were the most favourable
since the inception of City Parks. In spite of a reducing workforce and the fact that our employees are exposed
to harsh weather conditions when performing their duties, we achieved an overall productivity level of 89% in
the category of flagship and general park maintenance. This average also incorporates cemetery and tree
maintenance. This achievement was complemented by the implementation of our resource planning strategy.
The increased productivity can be attributed to an aggressive leave days reduction programme that was
implemented and which target was achieved.

Tree planting programmes resulted in 5 271 trees being planted in previously disadvantaged areas and it is
interesting to note that we had originally planned to plant only 4 000 trees. Maintenance programmes factored
in areas that contributed to high customer complaints and we predict a 15% reduction in tree related complaints
in future. It is important to remind ourselves that Johannesburg is the Urban Tree Capital of the world and that
the number tree complaints only make up 0.7% of the 1,6 million trees. However, our motto is that one customer
complaint is one complaint too many. During the last quarter every customer complaint for the last quarter was

being analysed to the last detail to ensure that our preventative action programme accelerated in future.

At City Parks we believe that our employees are a valuable resource and our progressive educational and
developmental opportunities have resulted in a number of employees being recognised, not only through
performance bonuses but also through the annual Managing Director’s and Chairperson’s Awards.

1.4 Vision and Mission

Vision : To Be The Leading African Green Environment And Cemetery Management Company.

Mission: To Develop, Maintain and Conserve The Green Environment and Cemeteries For Present and Future

Generations.



15 Developments and movements with respect to the Board of Directors

As the Board had sufficient capacity relating to Finance, the Sharemember did not renew the term of Ms J John
at its Board Rotation processes for the 2004/05 Financial Year. However, a requirement for members with
environmental, risk management and marketing skills was identified and two new Board members were
appointed: Mr A Carolissen with environmental and risk management expertise and Ms N Mabaso with
marketing expertise.



CHAPTER 2: PERFORMANCE HIGHLIGHTS

2.1 Managing Director’s Highlights and Achievements

Since the inception of City Parks, 28 new urban parks have been developed and three new Regional parks were
developed. Five parks were upgraded during the 2004/5 financial year, bringing the total number of parks

upgraded since the inception of City Parks to 36.

Two new cemeteries have been developed during the past year with upgrades taking place in a further four

cemeteries. A total of 10 cemeteries have been upgraded since inception.

Customer satisfaction surveys showed an 11,8% improvement on the previous year. The company website
viewing continued to improve with the number of visitors to the site almost doubling from 59 577 in the second
qguarter to 125 000 in the last quarter, evidence of the success of the Company's Marketing and Operations
strategies. Contact with stakeholders, share-member and councillors remained a priority with the number of

visits to those parties totalling 742 during the past financial year.

External Services continued to grow from strength to strength with revenue generated increasing to R 7,1

million: - a 220% increase on the previous year.

There was a 13% improvement on BEE spent, bringing the total BEE spent to 83,4% of the Company’s total

expenditure in the 2004/5 financial year.

1 932 people were trained during the 2003/4 year and 1 246 during 2004/5. In both cases expectations were

exceeded.

Good performance was recorded with 95% of Capital projects in terms of the original budget being completed.

Productivity exceeded plan by 5%.

The development of the first Environmental Education Centre in Soweto (Dorothy Nyembe) was successfully
completed.

8 795 learners were reached through our environmental training programmes.

Our target was to maintain 84 309 trees and we achieved 105 427.

The Expanded Public Works Programme was actively rolled out and 407 jobs were created.

All executives achieved their planned targets in terms of their scorecards.



Employment equity is on track and the past year saw 88% of appointments coming from previously

disadvantaged groups, with 57% being female.

99% of employees are compliant with the leave accrual policy in terms of the conditions of service.

Safety incidents were below target and no fatalities were recorded.

Initially the Capital budget was R 27,2 million. However, we finally managed Capital programmes amounting to
R54,9 million in 2004/5.

The Park Units objective was to attain an overall productivity level of 85%. This was exceeded in the Flagship,
Regional and Special Project Parks with productivity levels of 99% being achieved. General Parks attained an
85% productivity level and Sidewalks and Undeveloped Parks attained a 77% level, giving an overall average of

87% productivity outputs.

Our priority of service delivery remained focused on previously disadvantaged areas without compromising
service delivery to other areas. The last quarter focused on service blitzes to eradicate backlogs which resulted
in the elimination of outstanding complaints and the drastic reduction of new complaints.

Financial Performance

The South African economic environment experienced a year of stability, with inflation maintaining a level within
the Reserve Bank’s range of 3-6%. Interest rates remained stable and the Rand remained strong despite lower
interest rates.

The Company was resilient and was able to deliver an improved level of service to the community.

Revenue

The Company posted revenue of R 314 million for the year, an increase of 7,04% over the previous year. The
subsidy from the Sharemember, the City of Johannesburg Metropolitan Municipality, made up 93% of total
revenue received, this being an increase of 5% over the previous year. Revenue from cemeteries increased by
22,8% to R 12,2 million.

Profitability

The Company posted a surplus of R 3,8 million for the period under review, against a surplus of R 7 million for

the previous year. This decrease is largely due to an actuarial valuation deficit of R 8,8 million on the Gratuity

Employee Benefit Fund relating to the inclusion of bonus years as a benefit.
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Cash Flow

The Company ended the year in a favourable cash position with cash on hand being R 149 million. This was
due to effective cash flow management.

Balance Sheet

Fixed assets increased by a net R 3,2 million to R 25,2 million at cost. This increase was due to the

replacement of aging and obsolete equipment.

The ability of the Company to meet its financial obligations has remained fairly consistent in comparison to the
previous year, with the current ratio test increasing to 1,43 : 1 (2004 = 1,42 : 1). However, the net current asset

base has improved from R 36,2 million to R 56,9 million at year-end.

The increase in the Trade and Other Receivables at year-end was as a direct result of the increased Capex
programme undertaken by the company on behalf of the sharemember, the City of Johannesburg Metropolitan
Municipality. This was also evident by the increase in Trade Payables over the previous year, as the company

merely acts as a conduit through which the sharemember realises infrastructural developments.

During the year, actuarial valuation of all employee benefits was undertaken. Company specific valuation was
performed on some of the employee benefits, and the liability taken to the Balance Sheet. The City of
Johannesburg Metropolitan Municipality agreed, in terms of the Sale of Business Agreement, to accept all
liabilities relating to these employee benefits prior to January 2001. The value of this asset has been accounted

for in the Balance Sheet.

The valuation of the defined benefit pension funds was undertaken at member level. The City of Johannesburg
Metropolitan Municipality, subject to ratification on the 8th September 2005, has accepted liability for all funding
deficits up to and including 30 June 2005. The company will be liable for any further deficits that may arise post
30 June 2005. It is anticipated that a Company specific valuation will be undertaken during the next financial

year.

2.2 Capital Projects

Our ability to deliver on new capital projects was stretched in this financial year due to the original commitment
of 28 projects (R27,2 million) adjusted later to include the special project to commemorate Karabo Gwala, thus
totalling R 28 million as reflected in the schedule below. In addition to the R28 million, a further R26,9 million
was spent on Community and Municipal Infrastructure Grant Projects. With the resources available City Parks
was able to deliver on all these projects. The successful development and launch of Karabo Gwala Park, a
Mayoral priority, was the highlight. All City of Johannesburg projects were completed within the scope, within

the budget and on time.
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Capital Programmes 2004/5

Programme Project Project Period Completion
Dates
Start Date | Duration | Capex | Community
Years R’000 | Region No
\Waterval June 2004 1 2,000 9 June 2005
Cemeteries and - [ cjoot June 2004 1 3,000 1 June 2005
Crematoria
Avalon June 2004 1 3,500 3 June 2005
Klipriviersberg Nature | June 2004 1 1,500 11 June 2005
Environmental Reserve
Conservation Botanical Garden June 2004 1,000 4 June 2005
Development . -
Rietfontein Nature June 2004 1,000 June 2005
Reserve
Secondary Nature June 2004 1 1,000 6,10 & 11 June 2005
Reserves
Kloofendal Nature June 2004 1 300 5 June 2005
Reserve
Orange Farm June 2004 1 2,500 11 June 2005
New Park Regional Park
Developments  [jyory Park Regional | June 2004 1 1,500 2 June 2005
Park
Mapetla June 2004 1 1,650 June 2005
Riverlea Parks June 2004 1 450 4 June 2005
Park Upgrades Bosmont June 2004 1 500 June 2005
\Westbury June 2004 1 450 5 June 2005
Ennerdale June 2004 1 400 11 June 2005
Pioneer Park June 2004 1 1,000 June 2005
Planting of trees in June 2004 1 1,000 6&11 June 2005
Street Trees previously
disadvantaged areas
Upgrading of depots, 1 1,750 All June 2005
Operations ablution facilities &
fencing.
Plant & Equipment & 1 2,700 All June 2005
I.T
Subtotal 27 200
Special Project |[Karabo Gwala June 2004 1 850 6 June 2005
Subtotal 850
TOTAL 28 050

2.3 Contribution to IDP

City Parks’ main contribution to the City of Johannesburg’s Integrated Development Plan is in the development
of regional parks, with a specific focus on previously disadvantaged areas. Three (3) regional parks have been

developed during this period of which two (2) were new parks. An additional five (5) parks have been upgraded

as part of the Park development programme.




In its drive to provide adequate and convenient burial space to the residents of Johannesburg, City Parks is in
the process of developing two new Cemeteries to further increase the current 15 years of available space with
the development of Cemeteries in the Diepsloot and Midrand areas.

During the period under review, City Parks has planted 5 271 trees primarily in previously disadvantaged areas.

With regards to service delivery and specifically Park and Cemetery maintenance, City Parks has performed
extremely well. The maintenance programmes were strictly adhered to during a period of abnormally high
rainfall. This indicates the Company’s commitment to the Mayoral Priority of ‘Service Delivery Excellence’ which

was identified as a challenge in the previous years.
Another challenge faced by City Parks was its inadequate budget allocation for 2004/5. The budget only
enabled City Parks to maintain 62% of its portfolio. With the historical and current trend of subsidisation, City
Parks will reach a stage of paralysis within 10 years, should this matter not be addressed.
City Parks has performed well in terms of the IDP Scorecard, meeting but mostly exceeding the targets.
Recommendations for Consideration in 2005/6
The Sharemember needs to review the budget allocation to City Parks to ensure that:
City Parks is able to maintain more than 70% of its portfolio in order to achieve a customer
satisfaction index rating of 70% for service delivery.
Realistic inflationary costs should be factored into the budgetary process, including the cost of

electricity, water and fuel.

The subsidy allocation is proportionate to salary increases.
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CHAPTER 3: HUMAN RESOURCES AND CORPORATE GOVERNANCE

3.1 Statement on Corporate Governance

The Board of Directors and Executives recognise and are committed to the principles of openness, integrity and
accountability advocated by the King Committee’s Code of Corporate Practices and Conduct. Corporate
Governance within Johannesburg City Parks is managed and monitored by a unitary Board of Directors and

several Board committees and the Executives.

The Board is of the opinion that the company currently complies with the principles incorporated and enunciated

in the Code of Corporate Practices and Conduct, as set out in the King Report.

3.2 Board of Directors
The Board is chaired by a non-executive director, Mrs P F Radebe, and consists of nine non-executives and
one executive director, the Managing Director, Mr L L Williamson.

The Board remains responsible to the City of Johannesburg Metropolitan Municipality, the sole member, in the
exercise of its duties. City Parks is accountable to its stakeholders, the Johannesburg Citizens and its parent
municipality and sole member. A Service Delivery Agreement (SDA) concluded in accordance with the
provisions of the MSA governs City Parks’ relationship with the City of Johannesburg. The Board provides
Monthly, Quarterly, Bi-Annually and Annual Reports on its performance and service delivery to the parent
municipality as prescribed in the SDA, the MFMA and the MSA.

Non-executive Directors contribute an independent view to matters under consideration and add to the depth of
experience of the Board. The roles of Chairperson and Managing Director are separate, with responsibilities
divided between them. The Chairperson has no executive functions.

Board meetings are held at least quarterly, with additional meetings called where circumstances necessitate.
Members have unlimited access to the Company Secretary, who acts as an advisor to the Board and its
committees on matters including compliance with Company Rules and Procedures, statutory regulations and

best corporate practices.

The Board, or any of its members may, in appropriate circumstances and at the expense of the Company,

obtain the advice of independent professionals.

An annual director and peer review is undertaken, as well as a Board evaluation.

The following committees have been formed, each of which is chaired by a non-executive director.

0 Audit Committee

0 Remuneration Committee

0 Strategic Planning Committee
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0 Operations and Marketing Committee
o0 Human Resources Committee

o Finance and Tenders Committee

Attendance at meetings held during the year was as follows:

Board Audit Remuneration | Strategic | Operations Human Finance
Planning & Resources &
Marketing Tenders

No. of meetings 7 4 1 3 4 4 4

held

PF Radebe # T# - 1# 3t - - -

(FA)

LL Williamson 6 3 1 3 3 4 3

(MC)

A Carolissen * 4 2 - - 2 - -

(MC)

JJohn + (FI) 1 2 - - - - -

DW Kirkby (MW) 5 1 1 - 4# - 4

N Mabaso * (FA) 3 - - - 2 2 -

MKE Nkeli (FA) 5 - - - 1 1 -

SMB Nyalunga 7 1 1 2 - - 3#

(FA)

TB Nzimakwe 6 a# - - - 2 -

(MA)

HAB Sutherland 7 1 - - 4 - 3

(MW)

G Zabala (MA) 6 4 1 - - 4# -

* Appointed during the year F Female A African W White

+ Resigned during the year M Male C Coloured | Indian

# Chairperson

The Board of Directors has adopted the Board Charter which encapsulates the City of Johannesburg
Governance Protocol and includes matters of ethics, procedure and the conduct of committee members.
Registers are kept and updated on the disclosure and declaration of interests of directors and senior

management.

The Board and Senior Management ensure that there is full material compliance to all relevant legislation. The
Company Secretary has certified in terms of section 268(d) of the Companies Act that all statutory returns have

been submitted to the Registrar of Companies.

Risk Management

The Board of Directors, through the Audit Committee, is responsible for the total process of risk management.
For the entire period under review, the Company has adopted an ongoing enterprise-wide risk management
process, which aims to identify, evaluate and manage the significant risks in an environment of continuous

feedback and improvement.

The report on significant risks and risk response measures, which was implemented to manage same, is
submitted to the Audit Committee on a quarterly basis. A Risk Register is maintained at both Corporate and

Operations business unit levels.
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Internal Audit conducted assurance audits on the risk management process, and findings thereof were
submitted to the Board to allow the Board to form an opinion on the risk management process within the
Company.

The Audit Committee reviews the effectiveness of the risk management process and report to the Board on an
annual basis. There were no material issues raised in the audit reports of the previous year requiring corrective
action.

3.2. Human Resource elements

3.2.1 Employment Equity Performance

The Company has achieved and exceeded the set target at the management levels. An effort is continuously

being made to balance the equity in line with the four major groupings across the departments.

Our equity targets set for the period 2003 — 2008 for management levels are 60 males to 40 females. This

target was determined using the reality of the industry we are in.

Our internal target was to achieve a 65% PDI ratio, which we have exceeded at the management levels. Our

current ration is 79% PDI at management levels.

Since 2003, the recruitment at management levels has been as follows:

White Coloured African Asiatic TOTAL
M F M F M F M F
Executive 3 - 2 - - 1 - - 6
General 1 - 1 - 3 1 - - 6
Managers
Managers 12 3 4 4 10 5 - 2 40
TOTALS 16 3 7 4 13 7 - 2 52

We currently have a total of 16 women out of 52 Managers, this translate to 30% of the total management
complement.

Executive Management has adopted a resolution that all future vacancies at these levels be filled by female
candidates.

Our challenge in this regard remains the scarcity in the market of females in the technical field.

In balancing the equity, we are looking at reserving certain posts for female candidates. The general market
survey shows that females are scarce in the technical field and the available ones cannot be kept for long due to

the demand and the continuous need of candidates to upgrade.
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Learnerships — we are currently having women employees identified internally as potential successors for some
of the management positions. Our learnership program is directed at our employees using SETA approved

programs. This approach targets RPL candidates to provide them with NQF qualifications.

An emphasis for the next year will be placed on the recruitment of female candidates. A learnership
programme has been implemented to build a future pool of Managers. All equity managers are targeted for
capacity building development programmes.

3.2.2  Skills Development Performance

Our skills programme is in line with the requirements of the Skills Development Act (SDA). Our Workplace
Skills Plan (WSP) is aligned to our Business Plan and focus is placed on occupational specific programmes,
management development and legally required training.

We have exposed over 30% of our employees to training programmes in the year.

In the next year, our training will focus on the development of specific competencies relating to our future
strategy for the Company, i.e. project management, risk management, quality assurance, supply chain

management and financial management.

IT skills are currently insufficient and the implementation of the cemetery booking system has increased the
need for IT desktop support.

In trying to reduce dependency on IT for minor IT problems, training will be increased to improve knowledge

levels of employees.

The table on the following page indicates skills attained per occupational category.
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Skills Attained per Occupational Category

Occupational Categories No of people trained

Legislators, senior officials and managers 285
Professionals 100
Technicians and associate professionals 53
Clerks 161
Service and sales workers 167
Skilled agricultural and fishery workers 60
Crafts and related trades workers 16
Plant and machine operators and assemblers 192
Elementary occupations 182
TOTAL PERMANENT 1216
Non - permanent employees

TOTAL 1216

3.2.3. Staff Movement

Due to the nature of our business and the age profile of the employees our staff attrition is mainly due to
retirement and death. We have insignificant levels of turnover comparatively.

Our attrition figures are negatively affected by deaths which are slowly increasing over the years. We are
projecting a 10% increase in our terminations in the next year. This is mainly due to retirements and deaths.

Our disability figures have stabilised due to our vigorous chronic conditions management programme.

During the reporting period, we experienced a total of 187 terminations. The highest numbers in the

terminations processed is in the semiskilled category and mainly due to natural attrition.

In terms of turnover, we processed 16 for the reporting period. This is insignificant compared to the industry
norm of £15%.

18



STAFF MOVEMENT

CATEGORY 15" 2" 3% 4™ TOTAL
QUARTER QUARTER QUARTER QUARTER
Resignation 2 6 3 5 16
Dismissals 6 6 9 16 37
Retirements 19 21 12 4 56
Death 25 17 13 11 66
Medical board 4 4 2 2 12
TOTAL 56 54 39 38 187

Our recruitment in the year was mainly focusing on the capacitation of the Environmental Conservation
Unit. The replacements were done due to a greater need for specialist skills in order to meet the
requirements of the City in terms of its conservation and environmental management strategies. These

positions respond to the challenges of:

the development and maintenance of Environmental Management systems; and

compliance with numerous environmental and conservation statutory requirements,

and are critical elements of the overall management and sustainability programmes of the City of

Johannesburg’s open spaces.

In the technical services section, there was a need for capacity to deal with maintenance of buildings

and park equipment and our business utilizing minor plant, requires constant maintenance of the plant.

In the next year the focus will shift to more financial skills, IT and Risk to ensure we fully address our

MFMA and Governance compliance.

The following table indicates employees per function as on 30 June 2005.
NO OF STAFF PER FUNCTION

DEPARTMENT COMPLEMENT | FILLED VACANT
PARKS 1367 1365 2
STREET TREES 236 235 1
PROJECT MANAGEMENT 13 12 1
CEMETERIES 278 269 9
FACILITIES MANAGEMENT 95 95 0
CONSERVATION 108 107 1
MARKETING & COMMUNICATION 45 44 1
HUMAN RESOURSES 32 32 0
FINANCE 19 19 0
MD OFFICE 15 15 0
COMPANY SECRETARY 10 10 0
COMPANY TOTALS 2218 2203 15
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3.2.4. Performance Management

Performance Management was implemented for all management levels in the organisational structure. The
balanced scorecard is the tool being used for measurement. The performance indicators are linked to the
Company objectives and the IDP scorecard. Additional objectives are included to reinforce the culture of

governance and risk management among managers.

The Company started the roll-out process to ensure that all employees in supervisory positions are included in

performance management strategy.

Training of underperforming officials is being introduced as part of our coaching and mentorship process to

improve the performance levels.

Performance Management is being adopted as a positive management strategy rather than a punitive process

and in this way employees feel comfortable to be part of the process.

20



CHAPTER 4: AUDITED STATEMENTS AND RELATED FINANCIAL INFORMATION

JOHANNESBURG CITY PARKS

Association Incorporated under Section 21
(Registration Number 2000/028782/08)

ANNUAL FINANCIAL STATEMENTS
For the year ended 30 June 2005

21



JOHANNESBURG CITY PARKS
Association Incorporated under Section 21

ANNUAL FINANCIAL STATEMENTS
For the year ended 30 June 2005

The reports and statements set out below comprise the Annual Financial Statements presented to the

member:

Index Page
Five - Year Summary 23
Value Added Statement 24
Report of the Independent Auditors 26
Directors’ Report 29
Approval of Annual Financial Statements 31
Report of the Company Secretary 32
Balance Sheet 33
Income Statement 34
Statement of Changes in Equity 35
Cash Flow Statement 36
Notes to the Annual Financial Statements 37

Detailed Income Statement 66



JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

FIVE YEAR FINANCIAL SUMMARY

For the year ended 30 June 2005

INCOME STATEMENT
Gross Revenue

Operating Costs
Operating (Deficit)/Surplus
Interest

Surplus/(Deficit)

BALANCE SHEET
Non-current Assets
Current Assets
Total Assets

Capital and Reserves
Non-Current Liabilities
Current Liabilities

Total Equity and Liabilities

CASH FLOW

Net Cash Flow from Operating Activities
Net Cash Flow from Investing Activities
Net Cash Flow from Financial Activities
Net Increase in cash and cash
equivalents

Cash and Cash Equivalents at end of
the year

VALUE ADDED

Number of Employees
Revenue per employee

Wealth created per employee
Employment cost per employee

LIQUIDITY RATIOS
Current Ratio

* 6 month period

2005  Change 2004 2003 2002 2001*
R'000 % R'000 R'000 R'000 R’000
314229 7,04 293553 275301 265667 137 724*
325395 1118 292654 275293 274439 122 959*

(11 166) 899 8 (8772) 14765

14 928 6 140 - 3520 280*

3762 7039 8 (5252) 15045

81 585 82 452 13 542 5824 2 040
189 162 121274 85587 51677 46 683

270 747 203 726 99 129 57501 48723

28 174 24 412 15 218 7638 15045
110 381 94 202 17 259 6 256 6 222
132 192 85 112 66652 43607 27 456

270 747 203 726 9912 9 57501 48723

47 259 29 782 12 696 4946 31355

(4 106) (76 367)  (12076)  (4613)  (3103)

10 712 95 943 11 003 33 6 222

53 865 49 358 11 623 366 34474
149 686 95821 46463 34840 34474

2203 (6) 2353 2499 2 654 2745
143 14 125 110 100 50*
103 16 89 77 66 35+
100 20 83 75 68 20*
1,43 1,42 1,28 1,19 1,7
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

VALUE ADDED STATEMENT
At 30 June 2005

Revenue
Cost of materials and services
Net operating expenses
Less: Depreciation
Personnel costs

Income from investments: Interest

VALUE ADDED

Applied as follows:

Employee costs

Reinvest to maintain and expand operations
- Depreciation
- Operating surplus

VALUE APPORTIONED

2005
R’000

314 229

(101 022)

(325 395)
4973
219 400

14 928

228 135

219400

8735

4973
3762

228 135

%

96

100

2004 %
R’'000

293 553

(89 785)

(292 654)
7 457
195 412

6 140

209 908

195412

14 496

7457
7 039

209 908

93

100
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REPORT OF THE AUDITOR-GENERAL TO THE MEMBER ON THE FINANCIAL STATEMENTS

For the year ended 30 June 2005

AUDIT ASSIGNMENT

The financial Statements as set out on pages 29 to 65, for the year ended 30 June 2005, have been audited
in terms of section 188 of the Constitution of the Republic of South Africa, 1996 (Act No. 108 of 1996), read
with sections 4 and 20 of the Public Audit Act, 2004 (Act No. 25 of 2004) and sections 92 and section 126(3)
of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003). These financial statements, the
maintenance of effective control measures and compliance with relevant laws and regulations are the
responsibility of the accounting officer. My responsibility is to express an opinion on these financial
statements, based on the audit.

NATURE AND SCOPE

The audit was conducted in accordance with Statements of South African Auditing Standards. Those
standards require that | plan and perform the audit to obtain reasonable assurance that the financial

statements are free of material misstatement.

An audit includes:
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements,
assessing the accounting principles used and significant estimates made by management, and

evaluating the overall financial statement presentation.

Furthermore, an audit includes an examination, on a test basis, of evidence supporting compliance in all
material respects with the relevant laws and regulations which came to my attention and are applicable to

financial matters.

The audit was completed in accordance with Auditor-General Directive No. 1 of 2005.

| believe that the audit provides a reasonable basis for my opinion.

AUDIT OPINION

In my opinion, the financial statements fairly present, in all material respects, the financial position of
Johannesburg City Parks (JCP) at 30 June 2005 and the results of its operations and cash flows for the

year then ended, in accordance with South African Statements of Generally Accepted Accounting Practise
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For the year ended 30 June 2005

and in a manner required by the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) and the
Companies Act, 1973 (Act No. 61 of 1973), as amended.

EMPHASIS OF MATTER

Without qualifying the audit opinion expressed above, attention is drawn to the following matters:

4.1

4.2.

4.3.

. Expenditure — misstatement

In terms of section 99(1) of the Municipal Finance Management Act, 2003, the accounting officer of a
municipal entity is responsible for the management of the expenditure of the entity. The following

weakness was identified:

The JCP accrued a departmental charge amounting to R 14,9m owed to the City of Johannesburg
Metropolitan Municipality (CIMM) for water and electricity consumption for the year. These charges
were not accurately estimated as no invoices were received due to a lack of proper metering.
Accordingly, expenditure and accruals as recorded may be misstated or invalid. This problem also

existed in the previous year.
Property, plant and equipment

Section 96(1) (a) of the MFMA prescribes that the accounting officer is responsible for the
management of the assets of the entity, including the safeguarding and maintenance of those assets.
The audit however found that, approximately 136 items of assets amounting to R 53 083 in the fixed
asset register could not be physically inspected. At the time of the report, management was busy with
an investigation into the disappearance of these assets.

Post — retirement benefits

Staff members (both current and ex) are entitled to various post-retirement benefits which are detailed
in the notes to the financial statements. Where details existed, the company provided for the liabilities.
In the case of pension benefits, the actuaries and management of the CIMM was not able to determine
the portion of pension obligations and pension assets attributable to the staff of each municipal entity.
Accordingly, the CIJMM has undertaken to carry all pension obligations up to 30 June 2005. Provision
was not made in the books of the Johannesburg City Parks for any further obligations which might

arise once the surplus or deficit per entity is determined.
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4.5.

4.6.

4.7.

JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

REPORT OF THE AUDITOR-GENERAL TO THE MEMBER ON THE FINANCIAL STATEMENTS

For the year ended 30 June 2005

. Remuneration packages

Section 89(a) of the MFMA provides for the City of Johannesburg Metropolitan Municipality to
determine the upper limits of remuneration for the Chief Executive Officer and the senior managers of
the entity. Such limits were not determined for the year under review.

Going concern

The ability of the Johannesburg City Parks to continue as a going concern was dependent upon
ongoing funding from the City of Johannesburg Metropolitan Municipality.

Weaknesses in the computer information technol ogy (IT) environment

The following significant findings were found during a review of the general control environment that

could have an adverse impact on operational systems:

(a) A documented disaster recovery plan did not exist;

(b) An operations procedure to guide daily operational activities did not exist;

(c) Water detectors were not installed in the computer room;

(d) Electrical inspections were not conducted for the computer facility;

(e) Maintenance contracts or service level agreements for the uninterrupted power supply

(UPS) and computer equipment did not exist;

) Adequate policies and procedures for program change controls did not exist;
(9) Program and control forms for detailed specifications amd management sign-offs did
not exist.

The above findings raised concerns regarding the integrity of the data on the JCP applications.

Supplementary schedules

The supplementary schedules set out on page 66 to 67 did not form part of the annual financial
statements and were presented as additional information. These schedules were not audited and

accordingly an opinion could not be expressed on them.
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For the year ended 30 June 2005

5. APPRECIATION

The assistance rendered by the staff of Johannesburg City Parks during the audit is sincerely appreciated.

s

| Vanker for Auditor-General
Johannesburg

7 December 2005

AUDITOR-GENERAL
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

DIRECTOR’S REPORT
For the year ended 30 June 2005

The Directors has pleasure in submitting the report for the year ended 30 June 2005.
Nature of Business

The Company is a municipal entity and has been appointed as the greening, conservation and
cemetery management agency for the City of Johannesburg Metropolitan Municipality. The Company’s
mandate is to provide and manage parks, open spaces, environmental conservation services and
cemeteries. The following is included in the scope of operation within the City of Johannesburg
Metropolitan area:

Number of Parks: 2328
Area of developed parks and arterials: 6 564 hectares
Area of undeveloped parks: 3 600 hectares
Nature Reserves: 1 569 hectares
Street verges: 5 500 hectares
Area of cemeteries: 1 088 hectares
Water Surfaces: 174 hectares
Street Trees: 1,3 to 1,6 million
Cemeteries: 35
Crematoria: 2
Nurseries: 1
Bird Sanctuaries: 24,6 hectares
Trails and River Trails: 107 kilometres
Environmental and Educational Centres: 3
Size of fleet: Vehicles 322

Trailers 119
Number of Employees: 2203

The Financial Results and Review of Operations

The Income Statement set out on page 34 reflects the results of operations for the year ended 30 June
2005.

Registered Office

6" Floor

209 Smit Street
Braamfontein
2017

PO Box 2824

Johannesburg
2000
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

DIRECTOR’S REPORT
For the year ended 30 June 2005
Directors
The following directors held office during the year under review:

P.F. Radebe* - Chairperson
L.L. Williamson — Managing Director

A. Carolissen* Appointed (1 January, 2005)
J. John* Resigned (31 January, 2005)
D.W. Kirkby*
N Mabaso* Appointed (1 January, 2005)
M.K.E. Nkeli*

S.M.B. Nyalunga*
T.B. Nzimakwe*
H.A.B. Sutherland*
G. Zabala*
*Non-executive

Company Secretary

H.G. Nel

Directors’ Remuneration

Details of the remuneration paid to directors of the Company for the year under review are disclosed in

note 10 of the Annual Financial Statements.

Subsequent Events

The Directors are not aware of any matters or circumstances of a material nature that have occurred
subsequent to 30 June 2005 and the date of this report. The Directors however wishes to draw your
attention to note 3, where the City of Johannesburg Metropolitan Municipality, at a Council meeting on
the 22nd September 2005, has accepted liability for the deficit on the defined benefit pension funds at

30 June 2005.

Plant and Equipment

The Company acquired plant and equipment at a cost of R 4,4m (2004 — R 1,97m) during the financial

year under review. There was no change in the nature of the assets or in respect of the use thereof.

30
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APPROVAL OF ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

The Directors are responsible for the preparation and the integrity and objectivity of the annual financial
statements and related information contained in this report, which fairly present the state of affairs of the
Company.

The Company is wholly dependent on the City of Johannesburg Metropolitan Municipality for continued
funding of operations. The financial statements are prepared on the basis that the Company is a going
concern and that the City of Johannesburg Metropolitan Municipality has neither the intention nor the
need to liquidate or curtail materially the scale of the Company’s operations.

The financial statements have been prepared in accordance with the Statements of Generally Accepted
Accounting Practice. The company maintains suitable Accounting Policies, which are consistently
applied and supported by judgements and estimates that are reasonable and prudent. The Accounting
Officer believes that the company will be a going concern in the foreseeable future and has prepared
the annual financial statements on this basis.

During the course of the period under review, the Municipal Finance Management Act was
implemented. The company is in material compliance with all aspects of the Act.

The internal auditors independently evaluate the internal controls and implementation of policies.

The directors are of the opinion that the annual financial statements fairly present the financial position
of the Company at 30 June 2005.

24 November 2005
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REPORT OF THE COMPANY SECRETARY

CERTIFICATE BY COMPANY SECRETARY FOR THE YEAR ENDED 30 JUNE 2005.

In terms of section 268G(d) of the South African Companies Act, 1973 as amended, | certify that the
Company has lodged with the Registrar all such returns as are required by the Companies Act and that
all such returns are true, correct and up to date.
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JOHANNESBURG CITY PARKS
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BALANCE SHEET

As at 30 June 2005

2004

R’000

82 452

7952
74 500

121 274

25453
95 821

203 726

24 412

94 202

19 902
74 300

85112

59 884
25228

2005
R’000
Notes
ASSETS
Non-current assets 81 585
Plant and equipment 2 7 162
Employee benefit investment 3 74 423
Current assets 189 162
Trade and other receivables 4 39 476
Cash and cash equivalents 15.2 149 686
Total assets 270 747
EQUITY AND LIABILITIES
Capital and Reserves
Accumulated funds 28 174
Non-current liabilities 110 381
Member’s loans 5 22 858
Employee benefit obligations 3 87 523
Current liabilities 132 192
Trade and other payables 6 111 734
Provisions 7 20 458
Total equity and liabilities 270 747

203 726
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Gross revenue
Operating costs

Operating (deficit)/surplus
Interest

Surplus

INCOME STATEMENT
For the year ended 30 June 2005

Notes

2005
R’000

314 229
325 395

(11 166)
14 928

3762

2004
R’000

293 553
292 654

899
6 140

7 039
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STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June 2005

Accumulated

Funds
R’000
Notes

Balance at 1 July, 2003 15 218
Surplus for the year ended 30 June 2004 7 039
Correction of fundamental error 14 2 155
Balance at 1 July, 2004 24 412
Surplus for the year ended 30 June 2005 3762
Balance at 30 June, 2005 28174
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JOHANNESBURG CITY PARKS
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CASH FLOW STATEMENT
For the year ended 30 June 2005

Notes

Cash flows from operating activities

Cash generated from operations 15.1

Interest received

Cash flows from investing activities

Expenditure to maintain operating capacity
Plant and equipment acquired

Plant and equipment disposed

Employee benefit investment

Cash flows from financing activities

Member’'s Loans Raised
Employee benefit liability

Increase in cash and cash equivalents

Cash and cash equivalents at beginning

of the year

Cash and cash equivalents at the end

of the year

15.2

2005
R’000

47 259

32 331
14 928

2004
R’000

29782

(4 375)
192
77

2 956
7756

53 865

95 821

149 686

23 642
6 140

(1 967)
100
(74 500)

2643
93 300

49 358

46 463
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

ACCOUNTING POLICIES

The following are the principal accounting policies, which are used by the Company.

1.1 Basis of preparation

The financial statements are prepared on the historical cost basis and are in accordance with South

African Statements of Generally Accepted Accounting Practice.

1.2 Plant and equipment

1.2.1 Plant and equipment are shown at historical cost less accumulated depreciation. Depreciation
is provided on a straight-line basis over the estimated useful life of the assets, on the following

basis:

Plant and Equipment:

Small plant (brushcutters, chainsaw, small lawnmowers, etc) 2 years

Medium plant (slashers, ride-on lawnmowers, chippers, etc) 5 years

Park Facilities 5 years

Office Equipment 5 years

Computer Equipment 3 years

Leasehold Improvements The lower of the
balance of lease term
or 5 years

1.2.2 Spare parts are held as part of a non-depreciable item of plant and equipment.

1.2.3 Where the carrying value of an asset is greater than its estimated recoverable amount, it is
written down immediately to its recoverable amount. Thus impairment losses are recognised.
Gains and losses on disposal of property, plant and equipment are determined by reference to
their carrying amount and are taken into account in determining operating profit/surplus.

1.3 Leased assets

Leases, under which the risks and benefits of ownership are effectively retained by the lessor, are
classified as operating leases. Payments made under operating leases are recognised in the income
statement as and when incurred. When an operating lease is terminated before the lease period has
expired, any payment required to be made to the lessor by way of penalty is recognised as an expense
in the period in which termination takes place.
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Association Incorporated under Section 21

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

Financial Instruments

Financial instruments carried in the balance sheet include cash and cash equivalents, accounts
receivable and accounts payable.

141

1.4.2

Recognition and Measurement
Financial instruments are recognised when the Company becomes party to the transaction.

Financial instruments are initially measured at cost, which includes transaction costs.
Subsequent to initial recognition, these instruments are measured as set out below.

Cash and Cash equivalents

Cash and cash equivalents consist of cash on hand and balances with banks and other financial institutions,
and are measured at fair value.

143

Trade and other receivables

Trade and other receivables originated by the Company are stated at cost less provision for doubtful debts.
Bad debts are written off during the year in which they are identified.

144

15

151

Trade and other payables

Liabilities for trade and other payables are stated at cost.

Employee Benefits

Pension Plans

The Company participates in a number of defined benefit and defined contribution retirement
plans consisting primarily of active members (currently employees of the City of Johannesburg
Municipality and the UACs) and pensioners (former employees who have now retired from
service). These plans are governed by the Pension Funds Act. The assets of the plans are
administered by the relevant trustees in funds independent of the Company and the other
employers. Current contributions in respect of active members of defined benefit plans are
recognised as an expense in the financial statements of the Company, as incurred in the current
period.

For defined benefit plans, the plans are also funded by the Company taking into account the
recommendations of independent qualified actuaries. Statutory valuations of such plans are
required to take place at least once every three years where the assets and liabilities are
compared and the required future contribution rate assessed.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

The most common method used is the projected unit credit method where pension obligations are
calculated as the present value of the liabilities deemed to have accrued to date, based on past service and
projected future salaries. The standard contribution rate under this method is a calculation of the expected
cost of benefits that will accrue to active members over the year following the valuation date. Similar
actuarial calculations can be carried out for financial reporting purposes on an annual basis. For those plans
closed to new members, it is more appropriate to use a full funding valuation method, which aims to
calculate a level of required employer contribution rate over the balance of the working lifetime of the
members.

Actuarial valuations for accounting purposes are based on assumptions that are largely prescribed. For
example the interest rates used will be based on the yield to redemption of appropriate government or
corporate securities, the terms of which are reasonable in relation to those of the pension liabilities. Actuarial
gains and losses comprise experience adjustments (the effects of differences between the previous
actuarial assumptions and what has actually occurred), and the effect of changes in actuarial assumptions.
These may be spread forward over the remaining service years of the employees.

Multi-employer plans are classified as a defined contribution plan or a defined benefit plan under the terms
of the plan, where sufficient information is available to use defined benefit accounting for a multi-employer
plan that is a defined benefit plan, the plan is accounted for as a defined contribution plan.

1.5.2 Other Post Retirement Obligations

The company provides post-retirement health care benefits for certain retirees. The entitlement
is based on the employee remaining in the service of the company until retirement age and the
completion of minimum 15 years of service. The expected cost of these benefits is accrued over
the period of employment, using the present value methodology. Valuations of these obligations
are carried out by independent qualified actuaries. Valuations for company accounting purposes
should be carried out annually.

1.6 Revenue

1.6.1 Revenue comprises the net invoiced value of sales in respect of services rendered.

1.6.2 Revenue is recognised when there is a sufficient degree of certainty that the economic benefits
associated with the transaction will flow to the Company and the amounts of revenue can be
measured reliably.

1.6.3 The Company receives revenue in the following forms:

The Company receives a monthly subsidy from the City of Johannesburg
Metropolitan Municipality. This subsidy is recognised on the accrual basis.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

Donations in the form of goods and services are accounted for on receipt.
Valuations are based on actual expenditure incurred or by the Projects
Management Unit.

Sale of Grave Sites, Crematoria Services and Hire of Park Facilities are
recognised on receipt of monies.

1.7 Provisions
Provisions are recognised when the Company has an obligation (legal or constructive) as a result of

past events, and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.

A provision is also made for the estimated liability for annual leave, sick leave and service bonus as a
result of services rendered by employees up to Balance Sheet date.
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

PLANT AND EQUIPMENT

2005 2004
COST | ACCUMULATED NET COST | ACCUMULATED NET
DEPRECIATION BOOK DEPRECIATION BOOK
VALUE VALUE

R’000 R’000 R’000 R’'000 R’000 R’000
Leasehold
improvements 233 117 116 158 158
Plant and
equipment 11 464 9 856 1608 | 10369 8 366 2003
Park facilities 591 208 383 450 153 297
Playground
equipment - - - 142 - 142
Office
equipment 3136 1535 1601 2572 978 1594
Computer
equipment 8 237 6 297 1940 7329 4521 2808
Spare
Parts 1514 - 1514 950 - 950
Total 25175 18 013 7162 | 21970 14 018 7952
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

For the year ended 30 June 2005

MOVEMENT OF PLANT AND EQUIPMENT

2005
Net book Additions Disposals Depreciation Net book
value at value at end of
beginning of year
year
R’000 R’000 R’000 R’000 R’000
Leasehold
improvements 158 75 - 117 116
Plant and
equipment 2003 2090 40 2445 1608
Park facilities 297 142 - 56 383
Playground
equipment 142 - 142 - -
Office equipment
Computer 1594 565 1 557 1601
equipment
Spare 2 808 939 9 1798 1940
Parts
950 564 - - 1514
Total 7 952 4 375 192 4973 7162
2004
Net book Additions Disposals Depreciation Net book
value at value at end of
beginning of year
year
R’000 R’000 R’000 R’000 R’000
Leasehold
improvements 126 32 - - 158
Plant and
equipment 6112 619 4 4724 2003
Park facilities 356 59 297
Playground
equipment 142 - - - 142
Office equipment
Computer 1443 584 - 433 1594
equipment
Spare 4 317 732 - 2241 2808
Parts
1046 - 96 - 950
Total 13 542 1967 100 7457 7952
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
For the year ended 30 June 2005

EMPLOYEE BENEFITS
Post-Employment Benefit Funds:

The Company is a participating employer in one or more of the various retirement benefit schemes
through which the City of Johannesburg Metropolitan Municipality and its associated Utilities, Agencies
and Companies (UAC's) provide post-employment benefits to all their permanent employees through 8
(eight) Defined Contribution Funds and 8 Defined Benefit Funds. The following funds provide pension
benefits for the Group employees:

Defined Contribution Funds:
- E-Joburg Retirement Fund
City Power Retirement Fund
Municipal Employees Gratuity Fund
Municipal Gratuity Fund
National Fund for Municipal Workers
Meshawu National Local Authorities Retirement Fund
Municipal Councillors Pension Fund
South African Municipal Workers Union National Provident Fund

In the case of these defined contribution funds, the contributions paid have been expensed as required
in terms of AC 116.

Defined Benefit Funds:
Johannesburg Municipal Pension Fund
City of Johannesburg Pension Fund
Municipal Employees Pension Fund
Soweto City Council Pension Fund
Joint Municipal Pension Fund
South African Local Authorities Pension Funds
Diepmeadow Pension Fund

Contributions to the Diepmeadow Pension Fund were ceased for the Group with effect from 31 July
2003. Benefits have been made paid up and will accumulate for members on a defined contribution
basis.

Details of the City of Johannesburg Pension Fund, Johannesburg Municipal Pension Fund, Joint
Municipal Pension Fund, Municipal Employee Pension Fund, South African Local Authorities Pension
Fund and Soweto City Council Pension Fund are provided below. It is not practicable at present to
determine the present value of each individual UAC’s obligation, related share of scheme assets and
current service costs for any of the defined benefit funds. Accordingly, all funds have been accounted
for using a defined-contribution basis at the UAC level.
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Post-Employment Benefit Funds (continued)

However, full-defined benefit accounting has been applied at the Group level in the accounts of the
Group for the City of Johannesburg Pension Fund, Johannesburg Municipal Pension Fund, Joint
Municipal Pension Fund, Municipal Employee Pension Fund, South African Local Authorities Pension

Fund and Soweto City Council Pension Fund.

City of Johannesburg Pension Fund

City of Johannesburg Pension Fund is a hybrid defined benefit fund registered in 1968 to provide
pension benefits for employees of the Group. It has been closed to new entrants with effect from 1
January 2002. A valuation in terms of IAS 19 (AC 116) Employee Benefits has been performed as at 30

June 2005, the results of which are shown below.

GROUP

CITY OF JOHANNESBURG PENSION FUND
Amounts recognised in the statement of financia | position
Present value of funded obligation

Fair value of plan assets

Net obligation recognised in the statement of financial position

Amounts recognised in the statement of financia | performance
Current service cost

Interest cost

Expected return on plan assets

Actuarial gain

Change in unrecognised asset in terms of s59 of AC116

Employee contributions

Total included in employee remuneration costs

Actual return on plan assets

Movement in net liability recognised in the sta  tement of financial position
Net liability at the beginning of the year
Net expense recognised in the statement of financial performance

Employee contributions

Net liability at the end of the year

2,200 1,853
(2,232) (1,751)
-32 102
87 76
183 158
(170) (143)
(116) (18)
31 0
(32) (36)
-17 37
585 226
102 126
17) 37
(85) (61)
0 102
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For the year ended 30 June 2005

Post-Employment Benefit Funds (continued)

CITY OF JOHANNESBURG PENSION FUND (continued)

Principal actuarial assumptions

Discount rate 8.50% 10,0%
Expected return on plan assets 8.50% 10,0%
Future salary increases 5.50% 6,5%
Future pension contribution increases 4% 4,8%

Johannesburg Municipal Pension Fund

Johannesburg Municipal Pension Fund is a hybrid defined benefit fund registered in 1986 to provide
pension benefits for employees of the Group. It has been closed to new entrants with effect from 1
January 2002. A valuation in terms of AC 116 has been performed as at 30 June 2005, the results of
which are shown below. Owing to the uncertainty surrounding the Pensions Fund Second Amendment
Act 2001, which requires any surplus in a retirement fund to be apportioned to all stakeholders, and
initial indications from the actuaries to the fund regarding the above, it has been deemed prudent to not
recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS 19 (AC116) Employee
Benefits.

GROUP
JOHANNESBURG MUNICIPAL PENSION FUND

Amounts recognized in the statement of financia | position

Present value of funded obligation 3,449 3,121
Fair value of plan assets (4,286) (3,649)
Net asset (837) (528)
AC 116 limit 837 528
Amount recognized in balance sheet 0 0
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For the year ended 30 June 2005

Post-Employment Benefit Funds (continued)

JOHANNESBURG MUNICIPAL PENSION FUND (continued)

Amounts recognized in the statement of financia | performance
Current service cost

Interest cost

Expected return on plan assets

Actuarial gain

AC 116 Limit

Members' contributions

Total included in employee-remuneration costs

Actual return on plan assets
Movement in net liability recognized in the sta  tement of financial
performance

Net liability at the beginning of the year
Net expense recognized in the statement of financial performance
Members' contributions

Net liability at the end of the year

Principal actuarial assumptions

Discount rate 10,0%
Expected return on plan assets 10,0%
Future salary increase 6,5%
Future pension increases 4,8%
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Post-Employment Benefit Funds (continued)

Joint Municipal Pension Fund

Joint Municipal Pension Fund is a hybrid defined benefit fund registered in 1962 to provide pension
benefits for employees of the Group. It has been closed to new entrants with effect from 1 January
2002. A valuation in terms of AC 116 has been performed as at 30 June 2005, the results of which are
shown below. Owing to the uncertainty surrounding the Pensions Fund Second Amendment Act 2001,
which requires any surplus in a retirement fund to be apportioned to all stakeholders, and initial
indications from the actuaries to the fund regarding the above, it has been deemed prudent to not
recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS 19 (AC116) Employee

Benefits.
GROUP
JOINT MUNICIPAL PENSION FUND
Amounts recognized in the statement of financia | position
Present value of funded obligation 288 272
Fair value of plan assets (297) (246)
Net asset 9) 26
AC 116 limit 9 0
Amount recognized in balance sheet 0 26
Amounts recognized in the statement of financia | performance
Current service cost 5 0
Interest cost 26 0
Expected return on plan assets (23) 0
Actuarial gain (37) 0
AC 116 Limit 9 0
Members' contributions ) 0
Total included in employee-remuneration costs -22 0
Actual return on plan assets 77 0
Movement in net liability recognized in the sta  tement of financial position
Net liability at the beginning of the year 26 -
Net expense recognized in the statement of financial performance -22 a7
Members' contributions (4) (47)
Net liability at the end of the year 0 0
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Post-Employment Benefit Funds (continued)

GROUP

JOINT MUNICIPAL PENSION FUND(continued)

Principal actuarial assumptions

Discount rate 8,50% 10,0%
Expected return on plan assets 8.50% 10,0%
Future salary increase 5,5% 6,5%
Future pension increases 4,0% 4,8%

Municipal Employee Pension Fund

Municipal Employee Pension Fund is a hybrid defined benefit fund registered in 1988 to provide
pension benefits for employees of the Group. It has been closed to new entrants with effect from 1
January 2002. A valuation in terms of AC 116 has been performed as at 30 June 2005, the results of
which are shown below. Owing to the uncertainty surrounding the Pensions Fund Second Amendment
Act 2001, which requires any surplus in a retirement fund to be apportioned to all stakeholders, and
initial indications from the actuaries to the fund regarding the above, it has been deemed prudent to not
recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS 19 (AC116) Employee
Benefits.

MUNICIPAL EMPLOYEE PENSION FUND

Amounts recognized in the statement of financia | position

Present value of funded obligation 232 190
Fair value of plan assets (311) (230)
Net asset (79) (40)
AC 116 limit 79 40
Amount recognized in balance sheet 0 0
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Post-Employment Benefit Funds (continued)

MUNICIPAL EMPLOYEE PENSION FUND (continued)

Amounts recognized in the statement of financia | position
Current service cost

Interest cost

Expected return on plan assets

Actuarial gain

AC 116 Limit

Members' contributions

Total included in employee-remuneration costs

Actual return on plan assets

Movement in net liability recognized in the sta  tement of financial position
Net liability at the beginning of the year

Net expense recognized in the statement of financial performance
Members' contributions

Net liability at the end of the year

Principal actuarial assumptions

Discount rate 10,0%
Expected return on plan assets 10,0%
Future salary increase 6,5%
Future pension increases 4,8%
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Post-Employment Benefit Funds (continued)

South African Local Authorities Pension Fund

South African Local Authorities Pension Fund is a hybrid defined benefit fund registered in 1985 to
provide pension benefits for employees of the Group. It has been closed to new entrants with effect
from 1 January 2002. A valuation in terms of AC 116 has been performed as at 30 June 2005, the
results of which are shown below. Owing to the uncertainty surrounding the Pensions Fund Second
Amendment Act 2001, which requires any surplus in a retirement fund to be apportioned to all
stakeholders, and initial indications from the actuaries to the fund regarding the above, it has been
deemed prudent to not recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS
19 (AC116) Employee Benefits.

SOUTH AFRICAN LOCAL AUTHORITIES PENSION FUND

Amounts recognized in the statement of financia | position

Present value of funded obligation Gl 40
Fair value of plan assets (42) (32)
Net asset 9 8
AC 116 limit 0 0
Amount recognized in balance sheet 9 8

Amounts recognized in the statement of financia | position

Current service cost 1 0
Interest cost 4 0
Expected return on plan assets 3) 0
Actuarial (gain)/loss 1 0
AC 116 Limit - 0
Members' contributions 0 0
Total included in employee-remuneration costs 3 0
Actual return on plan assets 9 0
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Post-Employment Benefit Funds (continued)

SOUTH AFRICAN LOCAL AUTHORITIES PENSION FUND (continued)

Movement in net liability recognized in the sta  tement of financial position

Net liability at the beginning of the year 7 -
Net expense recognized in the statement of financial performance 3 a7
Members' contributions 1) (47)
Net liability at the end of the year 9 0

GROUP

Principal actuarial assumptions

Discount rate 8,50% 10,0%
Expected return on plan assets 8.50% 10,0%
Future salary increase 5,5% 6,5%
Future pension increases 4,0% 4,8%

Soweto City Council Pension Fund

Soweto City Council Pension Fund is a hybrid defined benefit fund registered in 1987 to provide
pension benefits for employees of the Group. It has been closed to new entrants with effect from 1
January 2002. A valuation in terms of AC 116 has been performed as at 30 June 2005, the results of
which are shown below. Owing to the uncertainty surrounding the Pensions Fund Second Amendment
Act 2001, which requires any surplus in a retirement fund to be apportioned to all stakeholders, and
initial indications from the actuaries to the fund regarding the above, it has been deemed prudent to not
recognise any surplus in the balance sheet in terms of paragraph 58(b)(ii) of IAS 19 (AC116) Employee
Benefits.
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Post-Employment Benefit Funds (continued)

SOWETO CITY COUNCIL PENSION FUND

Amounts recognized in the statement of financia | position
Present value of funded obligation

Fair value of plan assets

Net asset

AC 116 limit

Amount recognized in balance sheet

Amounts recognized in the statement of financia | position
Current service cost

Interest cost

Expected return on plan assets

Actuarial (gain)/loss

AC 116 Limit

Members' contributions

Total included in employee-remuneration costs

Actual return on plan assets

Movement in net liability recognized in the sta  tement of financial position
Net liability at the beginning of the year

Net expense recognized in the statement of financial performance
Members' contributions

Net liability at the end of the year

Principal actuarial assumptions

Discount rate 10,0%
Expected return on plan assets 10,0%
Future salary increase 6,5%
Future pension increases 4,8%
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Other Employee Benefits
0 Post Retirement Medical Aid Liabilities

The Company has obligations to subsidise medical aid contributions in respect of certain qualifying staff
and pensioners and their surviving spouses. Only pensioners and employees who were aged 50 or over
and were members of Lamaf (previously called Jomed) and Munimed medical schemes on 1 July 2003
are eligible for benefits. The amount of the subsidy is 60% for pensioners and members older than 55
on 1 July 2003 and 60% for other qualifying employees and is subject to a maximum of R 1 953 per
month. The maximum increases annually on 1 July in accordance with the general ‘cost of living’ salary
increase in the City of Johannesburg Metropolitan Municipality.

The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has
undertaken to cover such portion of the liability for staff of the Company who are entitled to benefits that
relates to their service with the City of Johannesburg Metropolitan Municipality before the Company was
established. This amount was determined as at 1 July 2003 and has been crystallised in the form of
notional loan accounts which earn interest and against which the Company may claim benefit payments
made. This loan account does not constitute a plan asset and in terms of AC 116 cannot be offset
against the liability. It has however been included in the Balance Sheet of the Company as an asset.

2005 2004
Post Retirement Medical Obligation R’000 R’000
Amounts recognised in the Balance Sheet
Present value of unfunded obligation 22 487 19 400
Amounts recognised in the Income Statement
Interest Cost 2012 1539
Net Current Year Service Cost 869 623
Actuarial Loss/(Gain) 380 1660
Total included in employee remuneration costs 3261 3822
Movements in amount recognised in the Balance Sheet
Liability at start of the year 19 400 -
Fundamental error - 15578
Net expense recognised in income statement 3261 3822
Benefit payments (174) -
Liability at end of the year 22 487 19 400
Notional Loan Account with the City of Johannesburg Metropolitan
Municipality
Amounts recognised in the Balance Sheet
Face Value of loan account 12 210 11 100
Amounts recognised in the Income Statement
Interest received in respect of the account 1110 -
Movements in amount recognised in the Balance Sheet
Face Value at start of the year 11 100 -
Fundamental Error - 10 100
Interest received 1110 1000
Payments claimed against the account - -
Face Value at end of the year 12 210 11 100
Key Assumptions
Discount Rate 8.5% 10.0%
Expected return on assets 8.5% 10.0%
Rate of increase in subsidy payments 6.0% 6.0%
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0 Post Retirement Housing Subsidy
The Company provides housing subsidies in respect of certain qualifying staff employees. In the event
that the housing loan that the subsidy relates to is not fully paid at retirement date the subsidy will
continue in the member’s retirement. The subsidy amount is based on the subsidy being received at the
date of the valuation. It is assumed to remain constant and to continue for a period of 10 years after
retirement.

The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has
undertaken to cover such portion of the liability for staff of the Company who are entitled to benefits that
relates to their service with the City of Johannesburg Metropolitan Municipality before the Company was
established. This amount was determined as at 1 July 2003 and has been crystallised in the form of
notional loan accounts which earn interest and against which the Company may claim benefit payments
made. This loan account does not constitute a plan asset and in terms of AC 116 cannot be offset
against the liability. It has however been included in the Balance Sheet of the Company as an asset.

2005 2004
R’'000 R’000
Post Retirement Housing Subsidy
Amounts recognised in the Balance Sheet
Present value of unfunded obligation 106 100

Amounts recognised in the Income Statement

Interest Cost 10 -
Net Current Year Service Cost 2 -
Actuarial Loss/(Gain) (6) -
Total included in employee remuneration costs 12 -

Movements in amount recognised in the Balance Sheet
Liability at start of the year 100 -
Fundamental error - 100
Net expense recognised in income statement 6 -
Benefit payments - -

Liability at end of the year 106 100

Notional Loan Account with the City of Johannesburg Metropolitan
Municipality
Amounts recognised in the Balance Sheet
Face Value of loan account 88 100

Amounts recognised in the Income Statement
Interest received in respect of the account (12) -

Movements in amount recognised in the Balance Sheet

Face Value at start of the year 100 -
Fundamental error - 100
Interest received (12) -
Payments claimed against the account - -
Face Value at end of the year 88 100
Key Assumptions
Discount Rate 8.5% 10.0%
Expected return on assets 8.5% 10.0%
Rate of increase in subsidy payments 0.0% 0.0%
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0 Gratuity Liabilities

The Company provides gratuities on retirement or prior death (i.e. for those members that have died
prior to retirement date) in respect of employees who have service with the City of Johannesburg
Metropolitan Municipality or the Company when they were not members of one of the retirement funds
and who meet certain service requirements in terms of the City of Johannesburg Metropolitan
Municipality conditions of employment. The gratuity amount is based on 1 (one) month’s salary per year
of non-retirement funding service and a bonus 1 (one) month’s salary for every 5 (five) completed years
of non-retirement funding service.

The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has
undertaken to cover such portion of the liability for staff of the Company who are entitled to benefits that
relates to their service with the City of Johannesburg Metropolitan Municipality before the Company was
established. This amount was determined as at 1 July 2003 and has been crystallised in the form of
notional loan accounts which earn interest and against which the Company may claim benefit payments
made. This loan account does not constitute a plan asset and in terms of AC 116 cannot be offset
against the liability. It has however been included in the Balance Sheet of the Company as an asset.

2005 2004
R’000 R’000
Gratuity Liability
Amounts recognised in the Balance Sheet

Present value of unfunded obligation 64 930 54 800
Amounts recognised in the Income Statement

Interest Cost 5256 4908

Actuarial Loss/(Gain) 9 387 2 467

Total included in employee remuneration costs 14 643 7 375

Movements in amount recognised in the Balance Sheet

Liability at start of the year 54 800 -
Fundamental error - 51 667
Net expense recognised in income statement 14 643 7 375
Benefit payments (4513) (4 242)
Liability at end of the year 64 930 54 800
Notional Loan Account with the City of Johannesburg Metropolitan
Municipality
Amounts recognised in the Balance Sheet
Face Value of loan account 54 300 52 900
Amounts recognised in the Income Statement
Interest received in respect of the account 5913 4900
Movements in amount recognised in the Balance Sheet
Face Value at start of the year 52 900 -
Fundamental Error - 51 100
Interest received 5913 4900
Payments claimed against the account (4 513) (3 100)
Face Value at end of the year 54 300 52 900
Key Assumptions
Discount Rate 8.5% 10.0%
Expected return on assets 8.5% 10.0%
Rate of increase in subsidy payments 5.5% 6.5%
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0 Annual Leave Liabilities
The liability is calculated as the full value of accrued annual leave as if paid out with immediate effect to
all employees, based entirely on the ‘package remuneration’ at the valuation date.

The above liability is unfunded. However, the City of Johannesburg Metropolitan Municipality has
undertaken to cover such portion of the liability for staff of the Company who are entitled to benefits that
relates to their service with the City of Johannesburg Metropolitan Municipality before the Company was
established. This amount was determined as at 1 July 2003 and has been crystallised in the form of
notional loan accounts which earn interest and against which the Company may claim benefit payments
made. This loan account does not constitute a plan asset and in terms of AC 116 cannot be offset
against the liability. It has however been included in the Balance Sheet of the Company as an asset.

2005 2004
R’000 R’000
Annual Leave Liability
Amounts recognised in the Balance Sheet

Present value of unfunded obligation 12 068 14 800
Amounts recognised in the Income Statement

Net Current year charge (2732) 6 600

Total included in employee remuneration costs (2732) 6 600

Movements in amount recognised in the Balance Sheet

Liability at start of the year 14 800 9777
Prior year under/(over)-provision - (1577)
Net expense recognised in income statement (2732) 6 600
Liability at end of the year 12 068 14 800
Notional Loan Account with the City of Johannesburg Metropolitan
Municipality
Amounts recognised in the Balance Sheet
Face Value of loan account 6 150 8 200

Amounts recognised in the Income Statement
Interest received in respect of the account 474 -

Movements in amount recognised in the Balance Sheet

Face Value at start of the year 8 200 -
Fundamental error - 8 200
Benefit payments (2 449) -
Interest received 399 -
Face Value at end of the year 6 150 8 200
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0 Sick Leave Liabilities
The Company provides a sick leave benefit on retirement or prior death (i.e. for those members that
have died prior to retirement date) in respect of employees who have service with the City of
Johannesburg Metropolitan Municipality or the Company who meet certain service requirements. The
employee is entitled to accumulate sick leave and on termination of service, is entitled to 1 (one) day’'s
pay for every 5 (five) days of accumulated sick leave.

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

Municipality before the Company was established. This amount was determined as at 1 July 2003 and
has been crystallised in the form of notional loan accounts which earn interest and against which the
Company may claim benefit payments made. This loan account does not

constitute a plan asset and in terms of AC 116 cannot be offset against the liability. It has however been
included in the Balance Sheet of the Company as an asset.

2005 2004
R’'000 R’000
Sick Leave Liability
Amounts recognised in the Balance Sheet

Present value of unfunded obligation 1465 4 200
Amounts recognised in the Income Statement

Net Current year charge (2 736) 2 000

Actuarial Loss/(Gain) 1 -

Total included in employee remuneration costs (2 735) 2 000

Movements in amount recognised in the Balance Sheet

Liability at start of the year 4 200 -
Fundamental error - 2200
Net expense recognised in income statement (2 735) 2 000
Benefit payments - -
Liability at end of the year 1465 4 200
Notional Loan Account with the City of Johannesburg Metropolitan
Municipality
Amounts recognised in the Balance Sheet
Face Value of loan account 1675 2200
Amounts recognised in the Income Statement
Interest received in respect of the account 126 -
Movements in amount recognised in the Balance Sheet
Face Value at start of the year 2200 -
Fundamental Error - 2200
Interest received 126 -
Payments claimed against the account (651) -
Face Value at end of the year 1675 2 200
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0 Summary of Other Employee Benefits

Annual Sick Post Post Gratuity TOTAL
Leave Leave Retirement | Retirement
Medical Housing
Aid Subsidy
R’000 R’000 R’000 R’000 R’000 R’000
Present Value of
Funded Obligation
Long Term - - 22 487 106 64 930 87 523
Short Term (note 7) 12 068 1465 - - - 13533
Total obligation 101 056
Less: Fair Value of
Investment 6 150 1675 12 210 88 54 300 74 423
Net funding obligation 5918 (210) 10 277 18 10 630 26 633
Less:  Prior year
charges to the 6 600 2000 8 300 - 1900 18 800
Income Statement
Total charge to (682) (2 210) 1977 18 8730 7 833
Income Statement

The investment/notional loan account is held by the City of Johannesburg Metropolitan Municipality and
earns a return on investment as declared by the City of Johannesburg Metropolitan Municipality. For the
current financial year, the investment return was 10% per annum on Post Retirement Medical Aid, Post
Retirement Housing and Gratuity, and 7% per annum on Annual Leave and Sick Leave.

4. TRADE AND OTHER RECEIVABLES
2005 2004
R’000 R’000
Trade receivables 2628 13
Group companies receivables’ 2987 1816
Member's receivables® 33861 23 624
Total 39476 25 453

! This relates to monies owing from other Utilities, Agencies and Companies within the City of Johannesburg
Metropolitan Municipality

% This represents monies owing for capital projects, movable assets, external services and current employee
benefits from the City of Johannesburg Metropolitan Municipality
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5. MEMBER'’S LOAN
2005
R’'000
Balance at 1 January, 2003 17 259
Investment by member® 2643
Balance at 1 July, 2004 19 902
Investment by member® 2956
Balance at 30 June, 2005 22 858

The above loan is unsecured, interest free, and has no fixed repayment terms.

6. TRADE AND OTHER PAYABLES

2005 2004

R’000 R’000
Trade payables 36 426 13 446
Accruals 5152 12 028
- Accrued Operating Expenses 2017 11 370
- Personnel costs 2765 658
Trade payables: inter-companz}/ 34 923 18 294
Pre-payment on CMIP project 866 1042
Monies held in trust’ 34 367 15074
111734 59 884

® This relates to investment by the sole member, the City of Johannesburg Metropolitan Municipality, in the
acquisition of movable assets.

* These funds are Municipal Infrastructure Grant funds for the continued development of Dorothy Nyembe Park
in Soweto, for which purpose they are retained.

® These funds consist of development contributions towards engineering/development of bulk services, e.g.
parks in terms of the Township and Town Planning Ordinance 1986, and are accordingly to be utilised for
capital projects, for which purpose they are retained.
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7. PROVISION
Opening Provision Additional Closing
Balance At utilised Provision Balance at
Beginning during the End of Year
of Year Year
R’000 R’000 R’000 R’000
Audit Fees
-current 400 (400) 430 430
-under-provision
Bonus 5 828 (5 828) 6 495 6 495
Sick Leave 4 200 (2735) - 1465
(Note 3)
Annual Leave 14 800 (2732) - 12 068
(Note 3)
Total 25228 (11 695) 6 925 20 458
2005 2004
R’000 R’000
Non-Current - -
Current 20 458 25228
20458 25228
8. GROSS REVENUE
Gross revenue comprises subsidies received from the
City of Johannesburg Metropolitan Municipality from
hiring of venues, the sale of cemetery plots and the
provision of grass cutting services to related parties.
Major classes of revenue comprise:
2005 2004
R’000 R’000
Subsidy Received — City of Johannesburg 293 055 279 000
External Services 7111 2220
Admission Fees (Hiring of Facilities) 423 296
Cemetery Fees 12 167 9 909
Sundry revenue 1473 2128
314 229 293 553
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9. OPERATING DEFICIT/SURPLUS

Operating deficit/surplus is stated after:

2005 2004
R’000 R’000
Expenditure
Auditors’ remuneration
- Audit Fee 460 400
Depreciation
- Plant and equipment 4973 7 457
Lease rentals 36 221 36 221
- Premises 1824 1612
- Equipment 423 473
- Fleet: Lease 34 682 34 136
10. REMUNERATION
10.1 Executive Directors
2005 2004
R’000 R’000 R’000 R’000
Salary Bonus Total Total
LL Williamson 959 192 1151 1085
10.2 Non- Executive Directors
2005 2004
R’000 R’000
Total Total
Fees Fees
PF Radebe 105 60
A Carolissen 41 -
J John 23 32
DW Kirkby 74 103
N Mabaso 35 -
MKE Nkeli 27 44
SMB Nyalunga 70 84
TB Nzimakwe 77 58
K Shubane (resigned May 27, 2004) - 42
HAB Sutherland 72 61
G Zabala 77 60
601 544
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10.3 Senior Management

2005 2004
R’000 R’000 R’000 R’000
Position Salary Bonus Total Total
G Cooke Operations Executive 806 161 967 774
HH Fouche Marketing and Communications
Executive 747 149 896 618
LJ Makoro General Manager: Assurance
Services 529 53 582 396
HG Nel Company Secretary 747 149 896 696
DT Nkosi Human Resources Executive 747 149 896 681
KJ van Eck Chief Financial Officer 806 161 967 780
5204 3945
11. INVESTMENT INCOME
2005 2004
R’000 R’000
Interest income
Interest Received 22 206 6 140
Interest Paid (7.278) -
Net Interest Received 14 928 6 140

12. TAXATION

The City of Johannesburg Metropolitan Municipality enjoys tax-exempt status in terms of section
10(1)(b) of the Income Tax Act, 1962 (Act No. 58 of 1962) (‘the Income Tax Act’).

The Company was incorporated on 9 November 2000 in order to undertake nature conservation as
envisaged in section 10 (1)(cB)(i)(cc) of the Income Tax Act, as well as certain designated municipal
functions of a public nature previously performed by the City of Johannesburg Metropolitan Municipality.

In terms of the provisions of section 21 (2)(a) of the Amended Income Tax Act No. 30 of 2000, the
Company would continue to enjoy tax-exempt status in terms of section 10(1)(cB) until the
Commissioner approves the exempt status in terms of section 30 of the Act. During December 2003,
the Company made application as a Public Benefit Organisation, and in January 2005 was awarded
such status in terms of section 30 of the Income Tax Act No.30 of 2000 and section 10(1)(cN) of the
Income Tax Act No.58 of 1962.

The Company, in terms of section 1 of the Value-Added Taxation Act 1991, has deregistered as a VAT

vendor.
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RELATED PARTIES

Identity of related parties

The Company’s sole member is the City of Johannesburg Metropolitan Municipality.

The Directors are listed in the Directors’ Report.

2005
R’000
Purchase of goods and services
Purchase of services:
Water and Electricity 17 272*
Hostel Charges 3694
Insurance 741
Refuse removal 626
Other 1127
TOTAL 23 460

The services were supplied by related parties within the
City of Johannesburg Metropolitan Municipality.

2004
R’000

11 949
3501
1146

* Include in this, is an amount of R 14 945 714 that relates to estimate billings received from the City of
Johannesburg. The company is in dispute with the City of Johannesburg on the accuracy of these
amounts. No payments against these amounts have been tendered until such time as the issue has

been resolved.

Sales of goods and service

Revenue:

Subsidy Income 293 055
External Services 7111
Interest Received 22 206
Sundry Revenue 74
TOTAL 322 446

All the income was generated from the City of

Johannesburg Metropolitan Municipality and related parties.

279 000
2220
6 140

287 360
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14. FUNDAMENTAL ERROR

During the previous financial year, actuarial valuations of employee related benefits were undertaken.
The Company accounted for these liabilities for the first time, portions of which related to benefits
accruing in prior financial years.

2005 2004
R’000 R’000
TOTAL - 2155
15. NOTES TO THE CASH FLOW STATEMENT
15.1  Cash generated from operations
is calculated as follows:
2005 2004
R’000 R’000
Operating Surplus 3762 7 039
Adjustments:
- Depreciation 4973 7 457
- Interest received (14 928) (6 140)
- Other non-cash items due to fundamental error - 2 155
Operating cash flows before movements in working capital
(6 193) 10 511
Increase in creditors 51 850 9459
Increase/(Decrease) in provisions 697 (9 999)
(Increase)/Decrease in receivables (14 023) 13671
Cash Generated From Operations 32331 23 642

15.2  Cash and cash equivalents
The company operates a current account with ABSA Ltd.

Cash and cash equivalents consist of cash on hand and balances with banks. Cash and cash
equivalents included in the cash flow statement comprise the following balance sheet amounts:

2005 2004
R’'000 R’'000
Cash and cash equivalents 149 686 95821
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16. INCOME STATEMENT PERFORMANCE AGAINST BUDGET
2005 2005 2004 2004
R’'000 R’000 R’000 R’ 000
ACTUAL BUDGET ACTUAL BUDGET
REVENUE
Subsidy — City of Johannesburg 293 055 293 055 279 000 279 000
Consumer Service Charges 19 701 17 750 12 425 9 325
Other Income 1473 1900 2128 3855
314 229 312 705 293 553 292 180
2343 4924 1533 -
COST OF SALES
311 887 307 781 292 020 292 180
GROSS OPERATING SURPLUS
EXPENDITURE
Employee Related Costs-Wages & Salaries 153918 156 831 133730 147 735
Employee Related Costs-Social Contributions 51870 51618 44 894 50 315
Employee Related Costs-AC 116 Compliance 13612 8 000 20 955 8 000
Contracted Services 41 663 38930 38 765 44 564
Consulting Fees 553 150 273 370
General Expenses —Other 46 360 42 762 38 858 35423
Repairs & Maintenance 10 103 12 710 6 169 6 109
Depreciation 4973 5280 7 457 1221
OPERATING (DEFICIT)/SURPLUS BEFORE 11 166 8 500 899 1557
INTEREST
Interest 14 928 8 500 6 140 1557
3762 0 7039 0

NET SURPLUS
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

DETAILED INCOME STATEMENT

For the year ended 30 June 2005

2005 2004

R’000 R’000
REVENUE
Subsidy Received — City of Johannesburg 293 055 279 000
External Services 7111 2220
Admission Fees (Hiring of Facilities) 423 296
Cemetery Fees 12 167 9909
Sundry revenue 1473 2128

314 229 293 553
EXPENDITURE
Advertising 498 490
Animal husbandry and feeds 40 96
Assessment rates - 74
Audit fees 460 407
Bad Debts 166 -
Bank charges 152 129
Books and publications 116 29
Burial of paupers 275 219
Chemical control 243 233
Cleaning materials 656 491
Conferences and seminars 258 222
Consulting fees 581 273
Consumables 515 661
Depreciation 4973 7 457
Directors Remuneration 601 544
Donations 13 197
First Aid 97 42
Electricity supply 7671 6411
Employee wellness 596 235
Exhibits 118 64
Fertilisers 117 51
Fire protection 3 12
Fleet 41 663 38 765
Fuel and oil 1639 1518
Gas -27 554
Grave pegs 311 259
Hire of buses 40 4
Hire of equipment 1905 1613
Horticulture development 298 39
Insurance 741 1146
Balance carried forward 64 719 62 235
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JOHANNESBURG CITY PARKS

Association Incorporated under Section 21

(continued)

Balance brought forward

Information Technology
Legal expenses
Licenses

DETAILED INCOME STATEMENT

For the year ended 30 June 2005

Loss on disposal of fixed assets

Marketing
Membership fees

Occupational health and safety
Outsourced services (external services)

Postage

Printing and stationery
Public Relations
Purchase Price Variance
Refuse Removal

Rental paid

Repairs and maintenance
Salaries and allowances
Sanitary fees

Security

Seeds and plants

Stores and materials
Subscription fees
Subsidised education
Telecommunications
Training and development
Travel

VAT recoveries

Water supply

2005

R’000

64 719

99
(173)
482
50
1624
20
942
2343
16
1124
222
-16
626
2247
10 103
219 400
199

6 062
1140
89

31
118
3132
1 000
176
-10
9630

325 395

2004

R’000

62 235

540
282

1148

479
1533
13
1094
201

1095
2106
6169
199 579
139
5300
1124
236
40
108
2956
644
102
-8
5539

292 654
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CHAPTER 5:

FUNCTIONAL AREA SERVICE DELIVERY REPOR TING

The table following this page provides information on the functional area Parks and Cemeteries provided by

City Parks (Municipal entity) incorporated as a section 21 Company to maintain and develop parks,

cemeteries and conservation areas.

Function:

Community and Social Services

Sub Function:

Johannesburg City Parks

Reporting Level

Detalil

Total

Overview:

City Parks is the greening, conservation and cemetery management agency for the City of Johannesburg (CoJ)
and undertakes activities within the municipal ambit as contracted between the parent municipality and JCP.

Description of the
Activity:

City Parks is a Section 21 (non-profit)
company that manages and maintains the
parks, open spaces, environmental services
and cemeteries for and on behalf of the CoJ.

These services extend to include Municipal
parks, - environmental, conservation and
cemetery services and exclude similar
services on provincial and national
government levels.

The strategic objectives of this function are:
Sound financial management; Capital
implementation; Maintain business
processes; Management of risks; Improve
customer satisfaction and service delivery;
Employee satisfaction; Sustainable service
delivery; Development of staff; Ensure staff
performance; Job creation.

The Key issues for 2004/5

Next phases in development of Regional
Cemeteries to provide burial space for 15
years; insufficient Opex funding for
maintenance of expanding portfolio, ageing
workforce which results in decreasing
workforce and Resource Strategy to take
pro-active action in this regard

Statistical information on City Parks:

Analysis of the
Function:

Nature and extent of facilities provided:

no of facilities:

no of users:

Parks, cemeteries, nature conservation
areas, public open space

Parks 2328
Developed Parks 6344 ha
Undeveloped Parks 4443 ha Side
walks 5 500 ha Conserved areas
1569 ha
Water Surfaces 174 ha
Street Trees 1,3- 1,6 million
Cemeteries 35
Crematoria 2
Nurseries 1
Bird Sanctuaries 62,5 ha

The communities and
residents within the
boundaries of the City of
Johannesburg

Note: the facilities figure should agree with
the assets register

River trails 87 km,
Environmental & Education
Centres 2

Number and cost to employer of personnel
associated with City Parks:

2203

R219 400 000

Total operating cost of community and social
services function

R 325 395 000
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Function:

Community and Social Services

Sub Function:

Johannesburg City Parks

Performance During the Year,
Performance Targets Against Actual

Achieved and Plans to Improve Actual Target
Performance
Key Performance
Area
Ensure 3 3
sustainability of Developed Regional Parks in Regions 11, 2
service delivery and Mapetla
Plan to improve: Earlier allocation of
Nymber of Communit’;/ Capex projects by CoJ to City
Regional Parks - - .
- . Parks in order to allow sufficient time for 46% 47%
established in completion before the end of the financial
targeted areas yearp
. Parks refurbished in Riverlea Park Region 5,
% Capex spent in Bosmont Region 5, Westbury Region g
targeted areas as a .
Ennerdale Region 11 4 4
percentage of total
budget
NEGTU?%ESCSG%?*S DSiepsI(t)ot. (Randgyrg) phase 2, Avalon 2 2
targeted areas (Soweto): upgrading
Number of regional
cemeteries City Parks target exceeded by 1271 trees
established/ planted 5271 4000
refurbished in
targeted areas
Number of mature
indigenous trees Target exceeded 65% 6% improvement to 40%

planted in targeted
areas

% Increase in
satisfaction index

Response time to closure of emergency
queries (hours)

6,3 hours average

Maintain 24 hours

Cl_Jstomer Number of (_)utstandlng calls logged and 73% 70%
satisfaction closed relative to total
Job Creation
Number of . .
temporary positions 28 Capex projects led to creation of 1860 1860 290
created temporary positions

Key programmes planned for the 5/6
Integrated Development Plan:

(a) new Regional Parks

2 (Region 1 — Mapetla;
Region 11 — Orange Farm

(b) provision of adequate burial space
through continued development of new
regional cemeteries. (Avalon:
continuation of road networks; Diepsloot:
landscaping and upgrading of existing
administration office; Waterval: final
completion of phase 1).

3 (Waterval, Diepsloot,
Avalon)

(d) planting of mature, indigenous street
trees in historically disadvantaged areas
(primarily the South);

2000 trees

(e) education of the workforce on HIV/AIDS
to counteract the impact thereof;

Exposure to 80% of
workforce

(f) refurbishment of parks;

4 (Riverlea Park, Wéstbury,
Ennerdale. Pioneer Park)

g) Number of person days of employment
created (EPWP)

1200
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Function: Community and Social Services

Sub Function:

Johannesburg City Parks

h) Number of learnerships in place (EPWP)

h) Environmental Awareness Programmes
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CHAPTER 6: INTEGRATED SUSTAINABILITY REPORTING

6.1 Corporate Social Responsibility

The following projects were initiated during the financial year 2004/5.

Girl Child To Work Day

City Parks has supported this initiative since its inception in 2003 and is one of more than 160 organisations

which participate in South Africa. During May 2005 City Parks hosted 20 girls from the Taba-Jabula Secondary
School and provided orientation programmes for girl children and allowed them to observe and participate in
work activities. The initiative gives hope to young girls who may feel trapped in a cycle of poverty and abuse. It

broadens horizons and gives young girls a glimpse of what they can aspire to.

On the day, the girl learners were allocated to the different departments where they were exposed to the various

functions of the Company.

“My Dream Park” Competition

During World Environment Day Celebrations on 1 June 2004, City Parks officially launched the “My Dream
Park” competition whereby primary school learners (grades 5 — 7) in Johannesburg were given the opportunity
to design their dream park. The prize for the winning school was a fully developed park sponsored by the

private sector.

International Day of the Disabled

This project was initiated in 2002 when City Parks hosted 30 mentally and physically disabled children from the
Tebogo Home in Orange Farm. During 2003 another 40 children from the Tumelo Home were entertained.

During 2004 the number of children increased to 200.

Sunshine Centre, Soweto

During January 2005 City Parks visited the Sunshine Centre in Soweto. The 40 mentally and physically

disabled children were presented with sponsored educational toys and T-shirts.

Basadi on the Move

Thirty unemployed women from Ennerdale initiated the cleaning of a dumping site. With the assistance of City
Parks this site was developed into a park.
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6.2. Occupational Health and Safety Act
6.2.1 Strategic Thrust

Our strategic thrust is to ensure that our workplace and facilities are safe and free from occupational and

environmental hazards, for the benefit of our employees and users of our facilities.
6.2.2. Performance in respect of Occupational Healt h and Safety Act

Our safety strategy is driven by the Safety Steering Committee made up of 4" level managers. The compliance

issues are part of each manager’s scorecard.

All safety structures that are legally required are in place and functioning.  Safety training is provided to

employees to reinforce a safe working culture.

Training extends to all managers to monitor hazards and unsafe operations. A Manager's Toolkit was

developed to assist managers with compliance standards.

6.2.3. Challenges

Our biggest challenge in the OSH Act is buildings’ compliance. There is a need to address the state of our
buildings to comply in terms of the Act. However, due to funding constraints, this project is taking longer than
anticipated.

6.2.4. Proposals For The New Financial Year

A proposal on the table for the new financial year is the implementation of refresher training for employees,

where-after discipline will be applied for all injuries arising out of negligence and unsafe working methods.

6.3. HIV/AIDS

6.3.1. Strategic Programmes

Our strategic programme is a comprehensive Employee Wellness Programme, which focuses on the complete
lifestyle change approach. The programme provides access to Primary Health Services for employees and

monitoring is done internally.

Our HIV/AIDS programme focuses on education, awareness, prevention and management of HIV in the

workplace.
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All programmes address both the physical and emotional aspects associated with the pandemic. We try to

isolate HIV from other chronic conditions in all our Wellness initiatives.

Our education campaign encourages voluntary testing and disclosure. Infected and affected employees are
provided with support and care which includes the facilitation of their access to treatment and counselling

services.

6.3.2. Main Achievements

We have been successful in the implementation of a Primary Healthcare Programme. Employees are exposed
to quarterly health clinics to check their lifestyle diseases exposure levels. The initiative improved the health

status and has reduced our sickness statistics.

A computerised HIV training programme is used by the Peer Educators to reinforce the message.

A food garden was launched as an initiative to support our healthy lifestyle message. All HIV infected

employees receive the vegetables as part of our support programme.

6.3.3. Challenges

The challenge around HIV/AIDS remains the attitudes of the employees towards both voluntary testing and
conventional treatment methods.

Employees are still trapped in denial and traditional beliefs around witchcraft and the use of traditional healers

even in cases where HIV has been diagnosed.

6.3.4. Programme For The New Financial Year

In the new financial year, we will be appointing external providers to reinforce our training initiative. We will be

continuing with our awareness and support campaign.

A Voluntary Counselling and Testing drive is being undertaken to assess the impact for the Company.
Partnerships have been established with various health services professionals to improve our knowledge levels

about the disease.

6.4 Environmental Management Policies

Environmental Conservation Development has adequately achieved its intended goals for 2004/5. The
increased capacity and professionalism have added some new impetus in service delivery mechanisms. The
four programmes within which ECD is organised have also improved their synergy and a number of critical
processes and procedures have been developed. ECD continues to keep abreast of the ever-changing
environmental trends and challenges.
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JMOSS policy and management strategies were completed. JCP, as an open space management agency,
played a pivotal role in this important process that is aimed at providing a more detailed framework and
mechanisms for effective management and provisioning of open spaces (OS). The management strategy, which
focuses mainly on primary open spaces, covers all open space related issues, including the institutional
arrangement and responsibilities; OS management options; declaration of OS as well as co-operative

management options.

The development and implementation of an Environmental Management System is still within the pre-
determined schedule. The environmental policy has been finalised, presented and adopted as JCP’s corporate
Environmental Policy. The following EMS procedures have been developed and completed:

Identification of environmental aspects and determination of significant impacts

Establishment of environmental objectives and targets

Development of environmental management programme

Monitoring environmental compliance

Identification of environmental legal requirements

Processing of development applications (draft)

Conclusion

City Parks has a strategic role to play in the environmental and service delivery arena. By actively improving
our positioning with our stakeholders, communities/customers, we have been able to achieve more than
expected. The Chairperson and The Board have been very instrumental in ensuring that we maintain the
momentum of delivery on the corporate objectives. This support was well embraced by management and we
will continue to improve and ensure that our customers ultimately benefit from our improved levels of

productivity and efficiency.

6.5 Batho Pele

Maintenance schedules of parks and cemeteries are accessible on City Parks’ website.

Press releases covering tree pruning and planting programmes are issued.

A booklet (zip folder) on Capex Programmes is available to stakeholders.

City Parks has a stakeholder and customer visit programme which draws on community interests and
expectations of City Parks’ service delivery. Councillor and customer visits amounted to a total of 742.
Various events and stakeholder contacts contributed to the positioning of City Parks as the leading
environmental management company. This also contributed to the increased awareness of City Parks

among residents of the City of Johannesburg.
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