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1.1. SCOPE OF REPORT

This annual report covers the City of Joburg Property Company (Pty) Ltd governance, financial,

social responsibility, environmental, broader economic and overall sustainability performance

for the financial year 2009/10. It provides an account of the company’s progress to date and

offers a forward-looking perspective in terms of future plans and value generating strategies.

It also covers the following:

o Comparative information
e Performance information

e Sustainability Report
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The City of Joburg Property Company (Pty) Ltd (JPC) was established in 2000 as an
independent company mandated by its single shareholder (City of Johannesburg Metropolitan

Municipality) to carry out:

. Property Development;
. Property Management Services;
. Asset Management Services; and

. All ancillary services to the above.

The main objective of the company is defined as follows:

“to develop and manage Council-owned properties for the purpose of maximising both social
and commercial opportunities for the Council in the short and longer term.”

The nature of business is the Management of the CoJ property portfolio

JPC is a municipal owned entity established by the City of Johannesburg Metropolitan
Municipality (Council)  with the main objective being “to develop and manage Council-
owned properties for the purpose of maximising both social and commercial

opportunities for the Council in the short and longer term.”

The JPC’s mandate is to support the Council’s economic strategy, as well as Mayoral strategic
priorities aimed at making Johannesburg a “World-class African City”. JPC ensures that
economic growth and job creation occur to address socio-economic disparities and legacies of

discrimination and inequality as well as:

. Realizing value (social, financial and economic) for the CoJ;
. Supporting economic development and aligning the CoJ property portfolio with CoJ
priorities;

. Increasing the effectiveness of economically viable municipal and social use of properties;
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with respect to the property portfolio and property

transactions for the CoJ.

The property environment, within which JPC operates, is influenced by regulatory and global

economic market conditions. However, this is characterised by a number of key shifts;

e The introduction of the National Credit Act and the global economic meltdown
significantly impacted on the growth and demand for residential, commercial and

industrial properties.

e Introduction of the Municipal Asset Transfer Regulations, 2008 which regulates the
transfer and permanent disposal of non-exempted capital assets by municipalities and
municipal entities in order to facilitate the enforcement and administration of section 14
(2) and section 90 (2) of the Municipal Finance Management Act 56 of 2003, which is to

attain a council resolution before the disposal of any council owned properties.

JPC forms part of the Economic Development Sector and provides feedback on a quarterly
report to the Member of the Mayoral Committee (MMC) of Economic Development Sector and
the CoJ’s Shareholder Unit.

The business plan is aligned to the 5 year IDP cycle which started 2005/06.

JPC currently consists of three (3) core business divisions, namely Asset Management,
Property Management and Property Development. There are four (4) support divisions, namely,

Finance, Human Resources, Legal Services and Stakeholder Management.

JPC manages roughly R 8.6 billion of the City’s immovable property portfolio. The CoJ Property
portfolio is diverse with 64 000 properties under management, covering 39 000 hectares and

with a municipal value of R 14.8 billion.

The City of Joburg Property Company (JPC) is mandated to manage and develop the City of
Johannesburg’s (CoJ) Property portfolio. JPC utilises council-owned land assets to leverage

private sector investment in public infrastructure.
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and in terms of the property charter led to the

establishment of a unit within Property Development to focus on transformation, social-
economic projects. It aims to harness the City of Joburg's property portfolio transactions by
increasing economic growth and implement Broad-Based Black Economic Empowerment
(BBBEE). This will create jobs and economic opportunities for disadvantaged communities and
business sectors. Transformation in JPC will focus on ensuring that all transactions include
social transformation, economic development and investment in communities and its members,

particularly among the disadvantaged youth, women and disabled persons.

As an agent of the City of Johannesburg (CoJ) Metropolitan Municipality, JPC supports a vision
of A World-Class African City. JPC as part of its mandate facilitates social transformation. JPC
aims to attract investment to foster economic growth and development. Council-owned
properties are utilised to leverage private sector investment in public infrastructure to contribute

to the economic growth of the City.

In terms of JPC’s Service Delivery Agreement the Council has set the following objectives for

the company:

Realise long-term revenue streams through the management and development of

Council-owned properties;

. Maximise the social and economic development of the Council-owned properties and

mobilise private and public capital to increase their value and long-term returns;

. Ensure that the Company has developed the systems, infrastructure, and personal skills

to achieve its objectives; and

. To facilitate development of the property portfolio and mobilise private and public capital

to increase their value and long term returns;

. Establish and maintain a property Asset Register relating to the Council-owned properties.
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fulfil the abovementioned objectives, the company has

developed innovative policies and procedures to refine the approach taken towards the
management of the CoJ’s property portfolio. Standard policies and procedures have been

developed and implemented, including policies regarding:

. Supply Chain Management Policy for Land, which includes outdoor advertising;
. Supply Chain Management Policy for Goods and Services;

. Eighteen Human Resources policies approved during the period under review.
. Fixed Asset Policy for moveable assets.

. Disaster recovery and continuity plan

. Information Technology policy and procedures.

DESCRIPTION OF DAILY OPERATIONS

JPC provides an all-encompassing range of property services required for the management and
development of the property portfolios of the CoJ and the MOE’s.

These services are commissioned on a sole-agency basis to administer the acquisition and
conveyancing of all land required for rendering municipal services and furthermore, to

administer, manage, develops and alienate the council owned properties.

In accordance with JPC’'s mandate, the key business functions and support services are as
follows:

R/

« Property Asset Management

Key to the effective realisation of value for the CoJ’'s Property portfolio and ensuring that the
JPC becomes more proactive in its role as the asset manager of the CoJ’'s property is the

establishment of a property asset management function. Property asset management involves:

» Strategic management of the portfolio, to ensure maximisation of portfolio returns in line
with JPC’s social and commercial mandate.
» Strategic and financial analysis of the portfolio.

= Portfolio reporting and performance monitoring.
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anagement research.

= Development of individual asset plans for all portfolio properties according to the strategic
plans, as part of GIAMA requirements.

= Administration of the Asset Register.

= Management of property valuation processes performed by JPC, as well as external
valuators.

R/

+« Property Portfolio Manageme nt

The function involves obtaining and maintaining value from the Property portfolio through the

effective management of Council-owned land. This involves;

e Property administration

e Leasing, acquisitions and sales transactions

¢ Management of servitudes, encroachments, etc.
¢ Maintenance management

R/

« Property Development

The function is to facilitate development on council owned properties in a manner that will
ensure that the economic, social and transformation objectives are promoted. This involves the

key functions as follows;

» This function involves conceptualizing, designing and then implementing (either singly or
in partnership) a development on CoJ land.

» Provision of project management services to support the property development.

= Management of all property development related activities to ensure adequate
completion and socialffinancial return for the City.

= Leverage private and public capital to increase the value of property under

manage ment.
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These functions provide general strategic support to the organisation by way of human capital,

financial, professional services, stakeholder analysis and interaction. In this manner, the

support services add value by interpreting and influencing both the internal and external

environments. These include Finance, Human Resources, Legal Services and Stakeholder

Management.
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51C OBJECTIVES

VISION

“To provide Property Management, Property Development and Property Asset Management services
in order to maximise the social, economic and financial benefit to the CoJ and support the CoJ’s

delivery objectives on a cost competitive basis.”

MISSION

To meet expectations of customers and stakeholders by:
. Managing the property assets of the Cod, maximising the social, economic and financial value of
the CoJ’s total property portfolio and enhancing the efficiency of its use.

. Providing Asset Management, Property Management and Property Development services to the
CodJ, as well as interact with the general public in respect of this Portfolio.

. Supporting the achievement of the CoJ’s strategic priorities, including economic and social
development and the service delivery objectives of the CodJ.

VALUES

Company values have become an ethical foundation and are fundamental to the City of Joburg
Property Company’s (JPC) success. Such values define the company and set it apart from the
competition. They underlie the vision of the future, the business strategies and the decisions, actions

and behaviour they endure.

Company values form the backbone and are the foundations on which employees can rely and
ensure the success of the company. Such values are not just important but crucial to the overall
ascendancy of JPC. At an induction function held in June 2010, the significance of company values
were presented to all employees and invited everyone to submit what they deemed vital company
values that should be implemented at JPC. The following values were identified by employees and
adopted for JPC: Professionalism; Responsibility; Accountability; Customer Service and

Trustworthiness.
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JPC’s primary goal in supporting the company’s vision and mission is based on recognizing and
emphasising its role as an economic development agency that utilizes the CoJ’s Property portfolio to
achieve positive developmental outcomes aligned to the CoJ’s objectives. These strategic objectives
are derived from the Growth and Development Strategy, the five (5) year strategies of the Economic,
Community, Housing, Environmental, Finance and Governance Sectors, as well as various IDP

programmes.

In synchronizing the various strategic objectives, JPC identified the following seven (7) Strategic

Objectives for itself:

. Support economic development utilizing the CoJ’s Property portfolio;

. Support community development utilizing the CoJ's Property portfolio;

. Support the Housing Master Plan and delivery utilizing the CoJ's Property portfolio

. Support environmental programs and initiatives in the management of the CoJ's Property
portfolio;

. Establish land strategy, land acquisition and land stewardship in line with the CoJ’s priorities;

. Ensure financial sustainability; and

Ensure good governance and a professional managed company.
ALIGNMENT WITH THE MAYORAL PRIORITIES
In the period under review, all of JPC’s strategic objectives as well as its priorities and projects were

in line with the six (6) Mayoral priorities identified by the CoJ as its development paradigm in terms of

the CoJ’s Growth Development Strategy (GDS). These priorities are illustrated in the Table below:
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poor

o———proactively promoted and monitored jobs created and people
trained in construction and property skills through construction on
Council-owned land.

JPC supported the Housing Master Plan through the finalization of
the acquisition of properties on behalf of the CoJ Housing and the
Provincial Dept of Housing for the development of Social Housing.
JPC placed strong emphasis on social responsibility to ensure that
communities were provided with council-owned land that could be
used to address poverty. In the 2009/10 financial year, JPC
awarded 32 properties for social purposes such as community

facilities, Aids/HIV hospices and places of public worship.

JPC, through its property management and development activities,
actively generated private sector investment in the CoJ and long-
term financial sustainability for the CoJ.

JPC focused on creating and sustaining the capacity to effectively
and efficiently manage the CoJ’s property assets on a financially
viable basis.

JPC specifically maximised financial, economic and social returns

for the CoJ in respect of its property portfolio.

Balanced and shared
growth
Facilitated social and

mobility and equality

JPC utilised the CoJ's property portfolio as a vehicle for
transformation though the promotion of BEE in its daily operations.
JPC awarded 98% of the company’s CAPEX to BBBEE.

Through its development activities, JPC enhanced the quality of life
of the citizens of Johannesburg and promoted sustainable human
development, e.g. the Land Regularization Programme.

JPC

transformation both within the company and through property

actively supported and promoted socio-economic

management and development activities.
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~mororC'S property development initiatives addressed the need for
sustainable human settlements. As such, all developments were
based on sound principles for effective integration of communities
and promoted access to appropriate faciliies and employment

opportunities (Mixed use developments).

Sustainability and

environmental justice

JPC aimed to ensure the quality of life of all communities by
incorporating green infrastructure into developments on council-

owned properties.

Innovative governance

solutions

JPC has an effective Stakeholder Management System that
included a Client Servicing Centre as well as a company website.
JPC also entered into discussions with community leaders, action
groups and ward councillors with regard to proposed development
on council-owned properties.

JPC created awareness through the printed media and the Mayoral
road show has pointed out the management of council-owned
properties.

JPC provided property related support services for other spheres of
government through its participation in the Gautrain property related

activities and the provision of social housing.

JPC in its initiatives for the 2009/10 financial year responded to each of these priorities. JPC's

projects were aimed at achieving the following outcomes for the City and its citizens, specifically:

. Realizing value (social, financial and economic) for the CoJ;

. Supporting economic development and aligning the CoJ property portfolio with CoJ priorities;

. Increasing effectiveness and efficiencies in respect of municipal and social use properties; and

. Management of risk and return with respect to the property portfolio and property transactions

for the ColJ.
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The key IDP programmes for JPC are as follows:

IDP Programme

Key Programme Output in relation to IDP

Interventions

Improve the profile of Johannesburg, both on the
continent and internationally, as a core centre of

finance, business and trade

International and Domestic Positioning Programme

e Leverage R1.1 billion private sector investment

during the 2010/11 financial year.

Increase the economic base of underdeveloped

areas of the City

Area based Economic Development Programme

e Value of investment secured in marginalised
areas — R280 million
e Transfer 6 000 properties to beneficiaries as

part of the Land Regularisation Programme

Through both the City's own means, and in

partnership  with other role players and
stakeholders, deliver 100 000 well located and
good quality housing units over the next five years,
which includes the delivery of 15 000 rental
housing units, 30 000 housing units through
Community Builder Programme and 50 000 mixed

income housing units.

Acquisition of land for Housing
80 000

Department and Provincial Housing Department

e Acquisition of units for Housing

Address the housing ladder gap by facilitating
private sector delivery of affordable rental and

home ownership

Housing ladder gaps delivery programme

e Leverage 400 units of affordable housing units

in all residential developments of CoJ land

Introduce the Sustainable Human Settlements

approach to all new housing developments

Sustainable  Human _Settlements Programmes

(Housing component)

e Pursue the development of integrated, mixed
(400

residential

use, mixed income developments

affordable housing units in all

developments on CoJ land)

STRATEGIC PLANS AND FIVE YEAR PROGRAMMES - KEY OPERATIONAL OUTPUTS

and IDP

PROGRAMME
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Improve the profile of Johannesburg, both| International and Domestic Positioning | International and Domestic  Positioning

on the continent and internationally, as &

core centre of finance, business and trade

Programme
In a bid to leverage R700 million private sector

investment during the (09/10) financial year, the
following has been achieved.
e Bruma - R1.3 billion has been awarded
e Newtown — R52 million has been awarded
e Soweto — R100 million has been awarded
for phase 1 of the Oasis in Soweto
¢ R2.9 milion — Market Theatre in Newtown
¢ R3 million — Nortcliff 2203
¢ R35 million — Erven 1-110 Dube Extension
2
¢ R30 million — Erf 9975 Orlando West
The total for the 2009/10 financial year was: R1.5

billion

Programme

e Leverage R1.1 billion private sector

investment during the 10/11 financial year.
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Achievements Agenda (in operational quantifiable
outputs)

Increased number of beneficiaries reached

by
programme

City-facilitated  skills

development|

Skills Development Programme

1805 jobs created in construction and property
skills in of the 2009/10 financial year through
construction on Council-owned land through the
implementation of the Property Boomshare
Strategy.

The abovementioned Jobs created was calculated
based on “person hours” as outlined by EPWP.
174 people were trained in the construction and
property skills through the
Property Boomshare and CoJ CAPEX in the

2009/10 financial year.

implementation of

Skills development programme

e Create 3 200 jobs in the construction and

property industry
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Achievements Agenda (in operational quantifiable
outputs)
Increase the economic base of| Areas based Economic Development Programme Area  based Economic  Development
underdeveloped areas of the City Progress on projects in the south of [ Programme
Johannesburg and the Inner City: e Value of investment secured in

- Newtown Site 2 development awarded
- Oasis in Soweto Phase 1 has been
awarded
- Jabulani
- Orlando Ekhaya
The following investments have been facilitated in
the South of Johannesburg, the Inner City and
Randburg:
R1.3 billion — Bruma 133
R52 million — Site 2 Newtown
R100 million — Oasis in Soweto
R2.9 million — Market Theatre Newtown
R35 million — Erven 1-110 Dube Extension 2
R30 million — Erf 9975 Orlando West
Total investment of R1.5 billion for 2009/10.

marginalised areas — R280 million
o Transfer 6 000 properties to beneficiaries
of

as part the Land Regularisation

Programme
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Increase in the City’s spend to specific
targeted firms owned by specific categories
of HDI (BEE, women, youth, etc)

BEE support programme

o 82% OPEX spend awarded to BEE directly
from JPC in the 2009/10 financial year.

e 98% CAPEX spend awarded to BEE directly
from JPC in the 2009/10 financial year

BEE support programme
e 70% BBBEE spend on CAPEX and OPEX

ANNUAL REPORT 2009/10

Page20



http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

Your complimentary

_ use period has ended.
Thank you for using

t CO m p I ete PDF Complete.

Click Here to upgrade te

td

Unlimited Pages and Ex

targeting programmes at vulnerable and

poor households. 100% of NGOs and CBOs
have institutional and financial capacity to
carry out their work in support of the poor

and vulnerable by 2015

NGO/CBO Support Programme
In the 2009/10 financial year, in the period under

review, several social properties have been
identified for renewal and the conclusion of new
leases. These properties vary from Scouts Halls
to Créches, Municipal Offices, Schools in Soweto

and other NGO occupied properties

NGO/CBO support programme

200 social leases to be entered into with

communities
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recreation facilities and programmes, both in

terms of distribution across the City and in

terms of average operating hours

Sports and development programme -

Sports and development programme

Soccer world cup programme

All of JPC's CAPEX projects are aligned with
Inner City
The

following projects are at various phases of

CoJ’s priorities such as Housing,

Regeneration, 2010 Soccer hosting, etc.

implementation:

Erf 1 Arena — The council has approved the
property plans, including the management and
release of parcels of land around the stadium.
Jabavu Stadium — The property plan for Jabavu
is completed. The land which was identified for
housing has been handed over to CoJ housing for
development.

Soweto State Theatre — The preparation phase is

complete and construction has commenced.

Finalisation of construction on Jabulani

Theatre
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with other actors and

partnership

stakeholders, deliver 100 000 well-located
and good quality housing units over the next
five years, which includes the delivery of 15
000 rental housing units, 30 000 housing
units Builder

through Community

Programme and 50 000 mixed income

housing units.

Acquisition of land for Housing

The original target of housing units that was set for
the Modderfontein / Linbro Park Agricultural
Holdings area could not be realised by June 2010
as planned, due to the
R32 990 662

purchase agreements were served to owners but

required funding of

not being available. Offers to
agreements could not be finalised.

Purchase of land for 21 500 housing units was
exceeded and finalised at 24 000 units in Princess,
Drieziek X5, Slovo

Park and Zandspruit Phase 1 areas.

Sol Plaatje, Elias Motsoaledi,

582 properties transferred at 30 June 2010 for
housing purposes in the following areas where
townships are at present being established at the
cost of the Gauteng Provincial Government:

Finetown — 4200 units; Kaalfontein — 1242 units;

Lawley — 2335 units; Ennerdale x9 — 4000 units;

Finetown X1 — 4200 units; Kliptown — 5700 units.

Acquisition of land for Housing

Acquisition of 80000 units for

Department and Provincial

Department

Housing

Housing
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facilitating private sector of

delivery

affordable rental and home ownership

7l Housing ladder gaps delivery programme.

In a bid to further support economic development
on Council-owned land, the Pimville development
has been initiated. In the Foxlake development in
Ext 900 mixed

development residential units will be developed to

Dlamini 3  Soweto, income
cater for the gap market. The agreement has been
signed by JPC. Developers are negotiating with

Housing regarding subsidies.

Housing ladder gaps delivery programme

Leverage 400 units of affordable housing units

in all residential developments of COJ land

Introduce the Sustainable Human

Settlements approach to all new housing

developments

Sustainable  Human Settlements Programmes

Sustainable Human Settlements Programmes

(Housing component)

JPC has pursued the development of integrated,
mixed use, mixed income developments in the
Orlando Ekhaya and Jabulani Projects.

The Doornkop Business Plan has been completed
and Council requested a financial model which
was commissioned by JPC and adopted by

Council.

(Housing component)

Pursue the development of integrated, mixed
(400

residential

use, mixed income developments

affordable housing units in all

developments on COJ land)
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that contribute to social and environmental

Metropolitan open space system implementation

Metropolitan open space system

programme
Various projects with a high green footprint are

underway and they include:

Orlando eKhaya, dam and wetlands; Huddle park;
Pimville Golf Course and Rietvlei Farm, Florida
lake and River park. To achieve this in some areas
the COJ exchanged valuable land for low financial

value environmental projects

implementation programme

Continue with projects which have high green

footprint including Huddle Park, Rietvlei Farm

Development of an integrated

management plan and system

asset

completeness and accuracy has been compiled.
The Land Regularization information component
will be added to the Fixed Asset Register.

The implementation of the Property Information

Management System is 97% completed.

Asset management and maintenance programme | Asset management and maintenance
A Fixed Asset Register with 98% level of | programme

Fixed asset register of 100% completeness

and accuracy

risks and opportunities

Improved understanding of future revenue

Future revenue optimisation programme.

Implement  innovative  revenue  generation

initiatives.

Increase in the CoJ’'s Property portfolio valuation
to R8.8 hillion at the end of the 2009/10 financial

year.

Future revenue optimisation programme.

Investigate alternative sources of revenue
which can be generated from the property

asset
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legislation

Legal support and compliance programme

Development of a land/property acquisition,
land/property management and utilization and
land/property disposal policy; in line with the
Government wide Immovable Asset Management

Act.

Legal support and compliance programme

e Complete and accurate compliance

register

o Review of applicable policies

lAchieve clean audit

Internal audit development programme

JPC received an unqualified audit opinion for the
2009/10 financial year.

Internal audit development programme

Constant monitoring of matters from

management letter as part of Operation Clean
Audit

Timeous, relevant information dissemination

to stakeholders Company.

City marketing and communication programme

Stakeholder Management's objective is to create
awareness that JPC is the single shareholder
mandated to develop and manage Council-owned
properties for the purpose of maximizing both
and commercial the

social opportunities  for

Council in the short to long term.

City and communication
programme

o 85% stakeholder satisfaction survey

marketing

e [|nitiatives to brand JPC
e Educational material on Asset Transfer

policies and procedures
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interactions with selected sister cities
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immovable assets forum.
Plans are underway to sister with international
companies for interaction and future adoption of

best practice standards

Sister city and international relations programme, | Sister city and international relations
Protocol development programme. programme, Protocol development
Formation of public sector property/ real estate/ | programme.

Member of South African Property Owners
Association
international

Participation in property

seminars and expos e.g. MIPIM
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SECTION 2.1: FOREWORD BY MEMBER OF THE MAYORAL COMMITTEE
COUNCILLOR OUPA MONARENG

As a member of the Mayoral Committee responsible for the City’'s Economic Development Sector, |
receive with great commendation the Annual Report confirming the challenges under which Joburg
Property Company (JPC) delivered on the mandate of the City to develop and manage council owned
property for the purpose of maximising both social and economic opportunities for the council in the
short and longer term. The people of Johannesburg can be assured that the management of the

City’s property is in good hands.

The Joburg 2030 vision statement is as follows: “In 2030 Johannesburg will be a World Class City
with service delivery and efficiencies which meet world best practice. Its economy and labour force
will specialise in the service sector and will be so strongly outward-oriented that the City economy will
operate on a global scale. The strong economic growth resultant from this competitive economic
behaviour will drive up City tax revenues, private sector profits and individual disposable income
levels. This will ensure that the standard of living and quality of life of all the City’s inhabitants will

increase in a sustainable manner.”

JPC is continuing to play an important role in the fulfilment of the City's vision through its property
activities and related services. The company has also accepted the challenge of a reduced budget
from the City and still performed well in meeting the ever demanding challenges of the City. In spite of
the negative economic conditions in the world, the good performance by the City's Property portfolio

projects even higher expectations when the market conditions turn more favourable.

The quality of direction and existing leadership, the oversight role played by the Council, the
uncompromising standards set by JPC’s management and the diligence and commitment displayed
by JPC employees have made it possible for the company to make a turnaround and become a more

efficient and functional organisation.

During the financial year of 2009/10, JPC has succeeded to position and manage the property
holdings of the City of Johannesburg as a strategic and a valuable resource, which provides

economic and financial returns as well as social benefits in line with the CoJ’s priorities.
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Council-owned land amounted to R8.6 billion during the year under review. The CoJ's Property

portfolio under JPC management also increased its value from R8.2 billion to R8.6 billion.

The income from the COJ Property portfolio continues to show an increasing trend of revenue, which
bodes well for the future growth of the Portfolio. The total Portfolio income has increased by 20.39%
when compared to the same period of the previous financial year. The CoJ Property portfolio posted a

surplus of R24.35 million for the year under review.

These achievements are all unparalleled in the history of the CoJ Property portfolio and have added
tremendous shareholder value as well as the foundation to leverage further value and investment into
Johannesburg in the next three years. We will continue to set high standards for ourselves and

ensure that we continue to meet the exacting standards set.

Clr O Monareng

MMC: Economic Development Date
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In its endeavour to improve organisational efficiency and continuing to add value to the City of

Johannesburg and its citizens, JPC has embarked on the following value add initiatives:

a) Aligning and integrating JPC Property Asset Register to CoJ Land Information System. This will
result in:
o Seamless integration of CoJ owned properties to the entire Property Value chain;
o Automatic detection and early triggers of any potential fraudulent sale of CoJ owned property;
and

o Visibility of and easy access to CoJ owned property by all Stakeholders.

b) Creation of in-house valuation unit: This will result in vigorous cost saving on external valuations.

c) Implementation of Information Management System resulting in:
o Efficiency and tracking of property transactions;
o Improvement of turnaround time in processing of property transactions; and
o Cost savings as a result of effective monitoring and managing of internal processes of

properties for value creation by conducting investment.

d) Value creation initiative resulting in:
Identification and packaging of properties for value creation by conducting analysis and

highest and best use.

The income from the consolidated CoJ Property portfolio plus JRA and MOE’s continues to show an
increasing trend of revenue, which bodes well for the future growth of the Portfolio of the CoJ. The
total consolidated Portfolio income has increased by 20.39% when compared to the same period of
the previous financial year. The consolidated CoJ Portfolio posted a surplus of R24.35 million for the

year under review.

The overall performance of the consolidated CoJ Portfolio for the financial year ending 30 June 2010
is 1.6% or R1.14 million below the budgeted income. The actual year to date income amounted to
R70.87 million compared to the budgeted amount of R72.02 million. This is mainly attributed to CoJ
Commercial Rentals which is 7.1% (R1.74 million) below budget and Rentals from Advertising which
is 8.3% (R2.58 million) below budget.

ANNUAL REPORT 2009/10 Page30


http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

* C

CI)'ck Here to upgi

Your complimentary
use period has ended, ) Ltd

Thank you for using LRSS comnns
O m p I ete PDF Complete.

for the period under review is the income from Servitudes

he budget; Income from other MOE’s: Commercial Rentals

was 24.3% (R586,422) over budget expectation, as well as income from Residential Rentals which
was 75.2% (R265,265) over budget.

Achievements on projects for the period under review are as follows:

Orlando Ekhaya — R322 million was invested in this Precinct and over a 1000 jobs were
created
There were significant progress in the following development projects:

o University of Johannesburg Project

o Joshco Hostel

o Heroes Bridge

o Newtown Precinct
Land Regularization Programme — 2079 business and residential sites were handed to
conveyancers for transfer to the previously disadvantaged individuals.
Social Projects and achievements:

o Soweto Theatre - The Jabulani Development construction started and the estimated

final completion date is December 2011
o 32 properties were made available to NGOs, Community Based Organisations (CBOs)

and other Non-profit Organizations (NPOS).

An amount of R1.5 billion was leveraged during the period under review from the following projects:

Bruma 133, Site 6 Newtown
Oasis in Soweto

Market Theatre in Newtown
Northcliff 2203

Erven 1-110 Dube Extension 2
Erf 9975 Orlando West

As part of the JPC’'s meaningful endeavour to engage with the communities and improve and

maintain good stakeholder relationships, road shows and site visits were undertaken during the year

under review to highlight the developments undertaken on the sites managed by the JPC. The road

shows took the participants to Parktown, Parkhurst, Randburg, Bryanston, Golden Harvest, Rabie

Ridge and Alexandra.
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dependent on funding from the CoJ. There are many opportunities that await the organisation.

Mr J Buys
Chairperson: Board Date
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JPC is run by a Board of Directors that reports quarterly to the Member of the Mayoral Committee

(MMC) of the Economic Development Sector. All members of the Board, except the Managing

Director, are non-executive directors. The Board appoints the Managing Director to manage the day-

to-day operations of the Joburg Property Company. The Managing Director is assisted by the

executive team.

BOARD OF DIRECTORS

The following individuals are members of the Board : John Buys (Chairman), Dr Dorothy Sekhukhune,

Du Toit Maritz, Abel Sibanda, Simphiwe Dzengwa, Harry Mashele, Leighton Itholeng, Jocelyn

Armstrong and Helen Botes.

Helen Botes (Managing Director)

B R

Skills, expertise and experience:
Treasury and Banking. Money Market
Trading. Trading of Financial
Instruments. Foreign Exchange.

Raising of the 1% City bonds and retail

bonds for CoJ. Economic Development.

Property Development and

Management.

John Buys — (Chairperson)

Skills, expertise and experience:
Property Specialist.

Dr Dorothy Sekhukhune — Non-Executive

Director

Board Committee: Remuneration and
HR (Chairperson);

Skills, expertise and experience:
Mental Health Consultant and HR

specialist

Adv Du Toit Maritz — Non-Executive

Director

Board Committee: Remuneration and
HR;

Skills, expertise and experience:
Labour Law, Municipal Law, Planning
and Environmental Law Specialist.
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= Board Committee: Transactions;
= Skills, expertise and experience: IT
Specialist.

Simphiwe Dzengwa — Non-Executive
Director

= Board Committee: Transactions
(Chairperson);

= Skills, expertise and experience:
Project Management Specialist.

Harry Mashele — Non-Executive Director

= Skills, expertise and experience:
Business Executive.
Finance and Accounting Specialist.
* Board Committee: Audit and Risk

Leighton Itholeng — Non-Executive Director

» Board Committee: Remuneration and
HR; Transactions;

» Skills, expertise and experience:
Senior Contracts Advisor and
Procurement Specialist.

Jocelyn Armstrong — Non-Executive
Director

= Board Committee: Audit and Risk
(Chairperson);

= Skills, expertise and experience:
Financial and Accounting Specialist.
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Details of Board Members

Executive Director

Name Date of Appointment | Expiry Qualifications Other Directorships
of Term
Helen Botes 1 August 2008 2 August | Bachelor of Banking; Diplomain Treasury | None
2013 Management and Trade Finance
Non Executive Directors
Name Date of Appointment | Term Expiry of Term Qualifications Other Directorships
John Buys 21 April 2006 2 24 January B Comm; BA Honors in None
2011 Financial Management,
Personnel Management
and Marketing
Management; MBA
Dorothy 30 January 2007 2 27 January Doctorate Curationis | None
Sekhukhune 2012 (Psych. N) ; MSc (Psych.
N) ; BA Curationis;
Advance Certificate in
Health Management
Du Toit Maritz 30 January 2007 2 27 January B Juris LLB; LLM None
2012 Labour Law; Practising
Advocate
Leighton Itholeng 23 January 2010 1 24 January B Juris LLB; Admitted | None
2013 Attorney
Abel Sibanda 23 January 2009 1 24 January MBL; Bsc Computer None
2012 Science and Information
Systems; Diploma in
Datamatrics; Certificate
in IT Project
Management
Harry Mashele 23 January 2009 1 24 January MBA; Bsc (Honors); | None
2012 Secondary Teachers
Certificate
Jocelyn Armstrong | 23 January 2009 1 24 January MBA; H Diploma: Tax Daylite Capital; Daylite Savers;
2012 ,LAi\cle(;LiTgrrltt?rS?ploma in Daylite Capital Holdings;
Accounting; Bachelor of Kuhloba Investments; Rentokil
Commerce Initial South Africa; Kubumba
Investments; Studio V Rhodes
Avenue; Sikhona Investments;
Pacific Breeze Trading 34;
Interstate Multitrad
Simphiwe 23 January 2009 1 24 January MBA; Masters; Public | MEQ Business Consultants;
Dzengwa 2012 Admin; BA (Honors) ; | ThubaLam (Pty) Ltd
Political Science and
Sociology
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As the financial year closes and the new financial year starts | think that it is correct that we end off by
reflecting on the achievements and challenges of the past financial year and lay the building blocks
for the coming financial year 2010/2011. Whilst the country basks in the afterglow and success of the
World Cup, as a company we can be proud of our achievements and the role we played in ensuring

that we contributed towards the proud achievement of the country.

JPC'’s earnings have fluctuated over the last five years but have grown on average at 245% per
annum. Despite recent growth in both commission and development revenue, JPC has consistently
relied on a subsidy of R 11 million which was reduced to R 9 million from CQOJ, by the City during the
course of this financial year. Employees related costs represent over 60 percent of the total JPC

expenditure.

The collection rate has gone from 105 days in the previous financial year to 350 days as at 30 June

2010 leaving the debtors figure at R 82 million, which relates to third party development fees.

JPC has become increasingly dependent on fees arising from the Property Development to fund
operations. Property management margins have been eroded in the past year due to a decline in
income and escalating costs. We believe that the ideal and sustainable situation is that property
management should be the biggest contributor to the company’s profits and management is working

on turning this around in the next financial year.

Macro Economic Climate

While macro economic conditions have improved during the course of 2010, a depression in the
property market seems set to continue well towards the end of 2010. Although the average house
price index rose (marginally) in the first quarter of 2010; economists are now predicting a flattening of
this index in the last two quarters of 2010. This has also resulted in the closing of the gaps between
sales prices of existing houses and new stock. This means that purchasers are now finding better
value in buying existing stock and that developers are finding it difficult to sell new property at prices

which reflect their actual costs.

The “Eurozone” crisis continues to threaten a “double dip” worldwide recession. Financial institutions
continue to be reluctant to approve development finance and tend to undervalue property in their
assessments.

The property development section of JPC currently manages a portfolio of 127 existing and potential

projects with a potential investment value of R 33 billion. The unit is currently being performance
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The following yields have been estimated for the above projects over the 5 year period:

Total Area of land in property projects 2 505ha
Total Floor new area to be development 1.2M m2
Total new houses to be built 88 000
Total jobs to be created 70 000
Total expected income from sales and leases R1.3 billion
Total value of community facilities to be delivered R462 million
Total income to JPC for fees and commissions R500 million

For the City to realise value from the recurring rates and taxes, job creation and economic
investments, wealth creation etc, these awards need to be converted into completed developments.
Whilst the City will realise income from rates and taxes, JPC will realise income from the commission
which the City will pay for the completed investments. This will result in a healthy income stream for

the entity.

Whilst the land regularisation program is achieving some good results, the challenges which it
currently faces need to be managed and strategies accelerated and arrangements should be made

with the relevant unit in CoJ to resolve clearance certificates outstanding.

The management of the Property Management Asset Portfolio was conducted in an effective and
efficient manner and this is attributed to the commitment and dedication of the Asset Management
team. It is through the constant monitoring of the asset register that the fraudulent land sales could be

detected, despite the timing of the down loads from the deeds office.

The establishment of an in-house valuations unit culminated into a substantial savings of R1 million
per annum. The identification of value creation projects to the value of R 156 million can result in and
increase the JPC/CoJ income base. The success of the identified value creation opportunities is
dependant on the roll out of these projects by the Property Management department. JPC is currently

working with the City in the integration of the asset register into the LIS/GIS system.

The company’s Legal team is to be commended on the manner in which they tackled the unplanned
challenges which were thrown at them, including the manner in which they handled the land
invasions, the 33 or more fraudulent land transactions and the legal advice provided to the rest of
JPC.

ANNUAL REPORT 2009/10 Page37


http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

Your complimentary
use period has ended, | Ltd P

e complete e =

Click Here to upgrade e lrnaround strategy. We believe that once we identify and
Unlimited Pages and EX pnificant changes within the organisation from the onset. The

land audit should also yield information on the Property portfolio that is currently unknown to JPC,
especially around the state of the improved assets. This will also inform other processes within the
City, including the Land Strategy and the budget.

HM Botes Date
Managing Director
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JPC had made revised revenue projection of R122 760 487, which was supposed to be recovered
from commission and third party development fees. Revenue generated during the year under review
was R89 528 999 which equates to 27.1% below the target. The main reason for this is that the
commission on capital projects did not materialise as the CoJ Portfolio’s revised CAPEX budget was
not approved by the City, anticipated commission on land sales did not come forth due to delays in
collection of land sales transactions as result of time frames encountered in the registration process at
the deeds’ office and also commission on JRA rental collections will not be attainable as most of the
advertising by-laws have not been approved as anticipated. The third party development fee of
amount of R20 000 000 was reversed due to the fact that it was no longer recoverable thus also

impacting on expected revenue target.

Overall actual operating expenditure for the year is R56 425 923 against full year revised budget of
R71 059 209 and this represents a positive variance of 20.6% for the 2009/2010 financial year.

Highlighted below are some of the key items contributing to the variance percentage:

Salary expenditure is below the allocated budget and had a positive variance of 20.6% due to the fact
personnel have not yet been appointed as per the approved organogram and also due to the fact that

the housing allowance has not been expended for the year under review.

Expenditure on professional fees is below the budget indicating a positive variance of 40.6%, with R5
708 032 spent for the year against budget of R9 602 682. The expenditure mainly relates to an
employee grading and job description process which was undertaken by Hay Group consulting fees

paid to IT consulting firm and legal fees pay to various attorneys.

On travelling expenditure, there is a positive variance of 50.9% for the reporting period, due cost
savings implemented on travel arrangements, and this variance has been achieved after taking into
account the international trip to France by JPC employees to showcase property investment

opportunities in the City.

On the directors fees, there is an overall negative variance of 1.0% against the full year revised
budget of R1 291 234. The reason for this is special board meetings which took place during the
reporting period, increase of emoluments which was backdated to July 2009 and also allocation of

pay as you earn (PAYE) which was never accounted for in the previous months (R169 000).
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JPC has liquidity ratio of 2.29 as compared to the norm of 2:1, with a negative cash flow of R28 439
599 for the period under review as compared to R602 965 in the 2008/09 financial year. There is a
surplus of R33 421 261 for the year under review due to the third party development fees of R58 000
000.00 agreed upon with Cedar Park Properties and R9 500 000.00 from Nieuwtown Property

Development Company

Challenges

Looking back at the financial year 2010 and 2009 it is very clear that achieving income targets as set
out in the budget is becoming harder each year even though JPC has shown a surplus as at 30 June
2010. This has a direct impact on the expenditure and leave very little room for improvement in the

future.

A limited budget for the upkeep and maintenance of properties has a direct impact on the income

earned by JPC with the resulting deterioration of the properties under manage ment.

The main reason for the limited expenditure budget under portfolio which is expected to maintain City
owned properties in such a manner that it would yield enough income to support the expenditure
incurred each year and feed the City with cash demands as and when required not to mention the
income from portfolio has a direct impact on the commission earned by JPC. This poses a problem as
the portfolio has 64 000 properties of which only 1500 have structures on them. The portfolio of 64
000 properties under JPC management is 80% social, which means that the cash it generates is not
enough to sustain or maintain the structure. With a limited budget and no subsidy under portfolio, the

properties are deteriorating year on year and thus affecting the income potential.
Further to the limited budget under portfolio, that has a direct impact on the income earned by JPC,

the process of getting the final approval on leasing to land sales or developments is a lengthy one

which further impacts the income generation under portfolio thus affecting JPC.

Going forward
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e Setting up war rooms to clear the back log once the approval process is shorten to
increase the cash inflow in the short term;

¢ Introducing a new tariff model on outdoor advertising.

o Requesting for a more realistic budget under portfolio that might mean the City
providing a subsidy;

e Introducing new commission structure as per the turnaround strategy which will see

developers paying according to a sliding scale.

| Bhamjee Date

Executive Manager: Finance
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During the period under review, the following individuals constituted a management team under the
leadership of the Managing Director.

Helen Botes — Managing Director

¢ Qualifications: Bachelor of Banking; Diploma in Treasury Management and Trade
Finance

o Skills, expertise and experience: Treasury and Banking. Money Market Trading.
Trading of Financial Instruments. Foreign Exchange. Raising of the 1% City bonds and

retail bonds for CoJ. Economic Development. Property Development and
Management.

Sthembiso Mntungwa - Executive Manager: Property Development

e Qualifications: B Comm; Post Graduate Diploma in Business Management; Property
Development Programme (PDP)
Skills: New business opportunities; Innovative finance structuring skills; Knowledge of

property portfolio of various Municipalities; Stakeholder Liaison

Fanis Sardianos — Acting Executive Manager: Property Management

ol
¢ Qualifications: Diploma in Administration and Commerce; Local Government Diploma
e Skills: Finance; Accounting; Property Management

¢ Membership: Institute of Municipal Finance Officers; Board of Municipal Accountants
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e Qualifications: Higher Certificate in Advanced Project Management; Local Government
Finance Diploma; Property Finance and Investment Certificate; Various certificates for
personal development courses

o Skills: Asset Management; Asset Register; Policy Formulation; Local Government Finance
and Administration

¢ Membership: Institute of Administration and Commerce in South Africa (IAC); Institute of

Municipal Finance Officers (IFO)

Imraan Bhamjee - Executive Manager: Finance

¢ Qualifications: B Compt — Honours; Accreditation as Registered Government Auditor (RGA);
Advance Certificate in Auditing; Leadership Management — Harvard Business School;
Certificate in Theory of Accountancy; Various certificates for personal development courses

e Skills: Financial Management; Auditing; Risk Assessment; Process and Control Mapping;

Management Consulting; Product Management; Relationship Management

Ashton Bodrick - Executive Manager: Stakeholder Management Unit

¢ Qualifications: Master of Business Administration; Marketing
¢ Diploma in Education Management; Certificate in Estate Agency; Various certificates
e Skills: Communication; Business Strategy and Policies; Business Administration and

Processes; Product Management; Training and Development; Human Resources
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¢ Qualifications: LLB; Certificate in Management; Various Certificates obtained, Practical legal

Training with the Law Society; Conveyancing and Legal Courses and Admitted Attorney of the

High Court of South Africa.

o Skills: Legal Advice; Drafting of legal documents; Court experience: Civil and criminal

matters; Negotiation Skills; Customer Care; Policy and Claims Enquiries.

Daniel Mosito - Company Secretary

e Qualifications: B Juris; LLB; Higher Diploma in Company Law; Various Leadership and

Development Courses; Admitted Attorney of the High Court of South Africa.

e Skills: Company Secretariat functions and activities; Legal Advisory and Research; Corporate

Governance and Contracting.
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SECTION 3.1: HIGHLIGHTS AND ACHIEVEMENTS

In line with the CoJ, the JPC has adopted an organisational performance measurement approach that
encompasses a balanced score card as well as a set of Key Performance Areas (KPAs) and Key
Performance Indicators (KPIs). The said KPAs form the basis of JPC's Key Service Delivery

Imperatives as set out in its Service Delivery Agreement with the CoJ.

All performance areas and indicators are regularly reviewed. Targets are adjusted annually, while
guarterly reports are submitted by the JPC in respect of its performance to both its Board and the

CoJ. The balanced scorecard and KPIs are aligned to the JPC’s overall strategic objectives.

During the financial year, JPC has strived to position and manage the property holdings of the CoJ as
a strategic and a valuable source which provides economic and financial returns as well as social
benefits in line with the CoJ’s priorities. Outlined below are some of the JPC’s achievements in its bid

to contribute to the creation of a “World-class African City”.

In a bid to leverage private sector investment during the 2009/10 financial year, JPC generated R1.5
billion which exceeded the annual target of R700 million, almost twice the targeted private sector

investment.

JPC has embarked on a strategy of land release to enhance the social portfolio of the CoJ,

specifically in Region G where the demand for social and community initiatives is significant.

The lease register is currently being reconciled to the asset register and this project is 95% complete.
The purpose of the project is to ensure that properties that were previously leased have not in the
interim been sold. There have been instances in the past that properties that were leased and then
sold, and that the debtors account continued to be billed and therefore income and debtors were

incorrectly raised. In order not to overstate income and debtors, this project was necessary.

All Rentals have showed signs of positive growth as compared to the same period in the previous
financial year. Development Rentals has increased by 17.6%; Municipal Charges has increased by
16.05%; Commercial Rentals (CoJ) has increased by 3.9%; Commercial Rentals(MoE’'s) has
increased by 15.32%; Outdoor Advertising has increased by 3.6%; Residential Rentals has increased

by 38.19% and Non Commercial Rentals has increased by 1.1%.
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JPC has exceeded the target on the number of EPWP jobs created through construction on CoJ
owned land through implementation of Property Boomshare Strategy and from CoJ CAPEX. The
annual target was 1500 and JP C created 1805 jobs.

JPC has also exceeded the target on the number of people trained in construction and property skills
through implementation of Property Boomshare Strategy and CoJ CAPEX. The annual target
was 140 and JPC trained 174 people.

Below are the projects which have to be rolled over to 2010/11 together with new projects for
2010/11. Over the years, JPC has attracted R8.5 billion worth of investments but in order to realise

the economic value of these investments it is critical to proceed with and finalise these core projects.

PROJECT CAPEX
AMOUNT
R‘000
1. Arena Township Region 5 1 000
2. Bruma Precinct - Bruma F 1 000
3. Diepsloot South — Diepsloot AHA 10 000
4, High Rise Civic Precinct — Johannesburg F 10,000
5. Jabulani CBD — Jabulani D 20 000
6. Land Regularisation implementation (Soweto and Orange Farm) | 15 000
7. Marlboro Station Precinct — Marlboro Ext 1E 5 000
8. Meadow Point Precinct — Meadowlands ext 12D 2 000
9. Meadowlands 23362-6 — Meadowlands D 1 000
10. Newtown Potato Sheds Infrastructure Upgrade 10 000
11. Orange Farm Erf 6486 Renewal Building Alterations 3 000
12. Orlando Ekhaya 10 000
13. Paterson Park Precinct Development Renewal — Orange 5000
Grove E
14. Randburg Civic 5 000
15. Reitvlei Zoo farm 8 000
16. River Park (Driefontein) Site Development 1 000
17. Sandown Ext 49 Erf 575RE — Ext 49E 5 000
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20. Soweto Empowerment Zone 1 000
TOTAL R125 000

INTER-GOVERNMENTAL INITIATIVES AND COLLABORATION WITH OTHER SECTORS

Collaboration with other Municipal Owned Entities (MOES), City Departments, provincial departments,

national departments and the private sector is a key to delivering quality services.

JPC has also identified private sector partners for the implementation of capital projects which

contribute to the economic growth of the City, as per the Economic Development Sector plans.

COMPANY FOUR YE AR REVIEW

Key financial figures 2010 2009 2008 2007 2006

Total assets Rm (102,890,514 |49,265398 |47,326,031 | 60,925,355 | 17,489,118

Total equity Rm (50,556,495 28,471,977 | 16,225,840 | 15,905,055 | 7,959,890

Total equity andRm (102,890,514 | 49,265,398 | 47,326,031 | 60,925,355 | 17,489,118

liabilities

Bank balance Rm (15,341 3,777 602,965 559,384 530,094

Capital expenditure Rm (2,734,239 4,080,000 3,412,000

Revenue Rm (87,900 281 65,916,145 | 35,228,282 | 35,365,984 | 23,812,277

Grant and Subsidies Rm (537,000 10,516,000 | 11,130,000 | 10,500,000 | 5,384,521
Employee costs Rm (37,652,896 31,778,492 | 26,642,502 | 19,435,363 | 17,346,124
Finance income Rm (2,093,898 1465278 1,288,100 104,085 220,140
Finance costs Rm ((999,460) 984,995 647,828 210,718 170,057

Surplus before tax Rm (33,568,256 16,556,462 | (1,807,317) | 7,666,915 | 315,488
Income tax expense{Rm |((10,738,680) | (4,161,547) | (2,098,120) | 2,043,862 | 108,176

current

Income tax expense —Rm |(745,058) (148,719) (57,861) (295,207) 2,484

deferred

Surplus for the year Rm (22,084,518 12,246,196 | 290,803 5,623,053 [ 207,312
Net cash from operatingRm |((57,951,570) | 23,246,529 | (8,388,493) | 17,951,318 | (1,193,036)
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investing activities
Net cash from/(used in)Rm [58,901,289 (23,567 804) | 46,966,550 | (3,157,213) | (2,870,662)
financing activities
Financial ratios
Liquidity Ratio|1.97x 3.16x 1x 4x 1x
Solvency % 49% 58% 2% 15% 11%
Total operating/%  [63% 76% 107% 78% 99%
expenditure/revenue
Interest coverage Ratiol20.4x 14x 4x 37x 2X
Other
Employees Nr 1126 117 96 86 83
Employment equity % [92% 84% 80% 69% 65%
Gender equity (F:M) %  [55%:45% 55%:45% 65%0:35% 62%:38% 61%:39%
People with disabilities % 0% 0% 0% 0% 0%
Training cost Rm 280,230 515,329 290,381 615,249 282,339
Black economicfRm (485
empowerment
Corporate SocialRm
Investment*
3.1.1. FINANCIAL PERFORMANCE
Revenue

The commission and management fees received for the year under review was R6.8million or 27%

below budget. The prominent line items contributing to the negative variance in revenue are as

follows:

a) Commission on rental collections received for the year totalled R18.66 million. This was 81.7%

below the budget due to the timing of the renewal of leases.

Y In all projects of JPC, there is a component of Corporate Social Investment. It is not direct investment, therefore no
funding is needed and it is linked to all projects.

ANNUAL REPORT 2009/10

Page48



http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

, Your complimentary
- use period has ended. ) Ltd =
Thank you for using ERSERT o
t C O m p I ete PDF Complete.

Cllck Here to upg sales was R1 036 383 against the budget of R12 923 500.

Unlimited Pages & the registration of land sale transactions at the Deeds Office.

Results of Operations

The operational expenditure has been kept within the budget with a positive variance of R 14.5 million

or 20.5%, mainly due to the following:

a) Salary related costs, with a total positive variance of R9.2 million. This major saving was due to
anticipated appointments not being finalised.

b) Travel had a R0.5 million positive variance, due to savings on travel arrangements.

c) The positive variance on Office Operational Expenses was due to savings on office

accommodation and printing and stationery.

Cash Flow

JPC has current assets of R86.8 million against current liabilities of R44.1 million, resulting in a
current ratio of 1.96:1. This indicates that JPC is more than capable of meeting its obligations.
Debtors’ days as at end of June was 350 days, due to legal requirements that have to be met before

payments are received.

Balance Sheet

JPC’s total assets exceed its total liabilities therefore JPC is solvent with adequate asset cover.
Amounts included in the trade and other receivables are prepayments, rental deposits and third party
development fees. Amounts due from the shareholder include capital expenditure claims not yet
received, commissions accrued and the Housing Loan account. The company has made provision for

post retirement medical benefits covering 2 employees, which are for 2 medical aid schemes.

CAPITAL PROJECTS

During the year under review, JPC’s capital expenditure was as listed below:

FI’OjeC Project Original Total CAPEX Variance
Nr Name Capital Jul 09 - Jun 10
Operating assets — JPC 2,000, 000.00 2 734,239.00 (734,239)
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FINANCIAL AND BUDGETARY ENVIRONMENT

JPC has received insufficient funding over the years due to the City’s limited budget. In order to

deliver in terms of the 2009/10 business plan, the total CAPEX budget requirement was as follows:

REQUESTED RECEIVED
JPC R2.5m R2m
Council Portfolio R115.3m R11m
TOTAL R117.8m R13m

IMPENDING OR ACT UAL FINANCIAL PROBLEM S

JPC as at 30 June 2010 has an overdraft of R28 439 599. The overdraft is due to a developer not
paying development fees as clearance certificates were not issued on time. Subsequent to 30 June
2010, the developer has acknowledged the debt and payment will be made by the second quarter of
the 2010/2011.

IRREGULAR OR FRUITLESS AND WASTEFUL EXPENDITURE

JPC has in the current financial year resolved all tax related matters, however the company has
incurred interest and penalties to the value of R 790 601. JPC has disclosed and reported this
expenditure to the City and the Auditor General in terms of Section 102 of the Municipal Finance
Management Act. JPC has also put steps and controls in place to prevent such incidents from
occurring in the future.

DISPOSAL OF CAPITAL ASSETS

JPC does not have capital assets and therefore none were disposed of.

SECTION 3.2: PERFORMANCE AGAINST THE IDP AND THE CITY SCORECARD

JPC provides an all-encompassing range of property services required for the management and

development of the Property portfolios of the CoJ and the other MOEs.

ANNUAL REPORT 2009/10 Page50


http://www.pdfcomplete.com/cms/hppl/tabid/108/Default.aspx?r=q8b3uige22

