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_General Inform.gtion

Country of incorporation and domicile South Afrlca

Providing a public bus servica o the cammuters of The City of
Johannesburg and alse the hiring out of its buses to individuals and
Natura of business and principal activities arganisations

Tha following is included in the scope of operation: Number of Pepots: 3
Size of Vehicle fleet: 30 (2009: 30)
Size of Bus fleet 499 (2000:497)
Number of Employees: 85§ (2009: 980)

Diractors Vincent Zwalibanzi Mitambo (Chairman)
Jaremiat Nkeli
Comnfort Bunting
Kanneth Hallet Setzin
David Liewallyn Robarts
Kumaran Naidoo
Herman Johan van Laar
Suzan Badanile Nyalunga
Maureen Manyama-Matorme

Reglstarad office PO Box 1787
Johannesburg
2000
Busingss addreus Transportation House
1 Raikes Road
Braamfantain
2000
Postal addross PC Box 1787
Johanneshury
2000
Parant The: City of Johannasburg Metropoiitan Municipality
incorporated in South Africa
Bankers Absa Bank Limited
Auditors Auditor General - Johannashurg
Secretary Phillipa Maduka
Company registration number 2000/004704/07
Attornays Kevin Moodley & Assoclates
Value Added Tax numbar 4750224570
Income Tax Numbar 5294142147
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Johanneshurg Mefropolitan Bus Services (Propristary) Lintited

(Regislration number 2000/004704/07)
‘Trading as Matrobus
Annuz| Financlal Statamants for the vear endad 30 June 2010

Directors' Responsihilities and Approval

The diraclors are required by the Municdpel Flranca Mananstent Act (Act 58 of 2003), to malnteln aderjitata sooouniing
rztords and ara rasponsible for the contant and integrily of the annual finenclal statemenis and rslaind financia
Infarmation included In this report 118 the raspansiility of the dirocters 1a enaurs thal the annuzl fnanelal statemants
falily prasnnt the stete of affairs of the enfily 2z at the end of fhe financial yaar and tha results of I oparaticig and cash
flaws for tho parled then ended. The mxiame! sediors sre engagad o express en Indopendant opinfon on the annual
financlal etaternents and wara given tnresticlad access io alf inanelal recorda and ralsked data.

The annual financlal sklements have basn prapared in eccordanca with Slandeards of Ganerally Recopnisnd
Aczounting Practies (GRAF).

The annuz! financlal statemeants are basad on =ppropdata aecotnling poiicles,

The diaclors acknowledge that they ore ullimalsly responsibla for the system af internal financial cantral eslabllched by
the ently and place considarabla imperiance on malnieiing & strang contrel anvirenment. To enabie (he diecloms to
meat these respensibilities, the board of directirs seis standargz for inlema) control atmad at rattueing the sk of emarin
a cost sffective manner. The slendands includa the proper delegalion of rsponsibilities wibin @ clearly defined
iamewark, effacive cocounting procedurss ond adequate segreqetion of dutiss Io enstys an zcoaplable |aval of rek.
These controls are monitored throughoul the year and aif employsss are required to mwlntaln the highest elhical
standards in ensuring tha enlity's business Is conduclad In 8 manner that in all reesonabla creumstances s above
reproach. The focus of risk manaverent In the ently is on Ideniifying, assassing, managing and monitaing all known
forms of risk neress the eatily, Whila risks eannol ha flly efiminated, the sntty endeevours to minimise it by enstring that
appropriats Infrastructure, eonirols, systems and elhiesl pehaviour ars applied and manzged within predatemined

procedures and conslreints.,

The dimctars = of the opinlon, based on the Informatlen and explanetions glven by management, that the syslem of
Internel control provides reesoneble asouranca shat the finonclal racords mey be relied on for the preparation of the
annual finencial satements, However, @y syslem of Intemal Anandal control een provide only rasonablie, and pot
ebolute, assuranes againat malarlal misstatemant or deffcll

The diratlors have reviewed the anlity’s cash flow forecaet for the yedrio 3¢ June 2011 and, in the light of this review and
the zurrent Anancial position, they am sat=fed that the sntity has o hes sceeas o adaguats ragources o corbinua
eperations| existznca for the forassasble ulure,

Tha entity is Jargely dapendent an the Cliy of Johannashurg Melepelitan hiunitipality for continuad funding of eperations,
The annual fingnciel statements are prepered on the basls that the entlty Is a going concem and that the City of
Johznnesburg Metrspoliten Municipality has naither the intention nor tha nead i liquldate oreyriall matzrdally the scale of

tha anity,
‘The exiemnszl sudilers are esponsiole fr indepatdantly reviewing the anmue! finaclzl stalamanis with the aim of

BRPrEs5ing ah spinlon on the annual fingndol statemenls of the Johannesburg Melropolitan Bus Saiees (Fropriatary)
Litnited . The annual finenciel statemenis have been examined by the antity's external audilors and thalr raport 1s

prosantad on page 5.

Tha atnwal financlal siztemeants sat out on pagss T to 57, which hava bean preparad on lhe golng concem basls, were
tabled far discyssion af the Audit Commiltse meeting and have beap approved by the beard of direclars on 25 Novembar

A019 2hd wara signed on s behalf by:

- Ty
Director Directar /‘f
Mr. Herman Van Laar M. ¥Ineent Mintambo :

e e s
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Auditor’s report of the Auditor-General to
the Gauteng Provincial Legislature on the
Johannesburg Metropolitan Bus Services
(Pty) Ltd for the year ended 30 June 2010
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AUDITOR-GEMERAL
Auditing 10 bld public sonfidence SODTH ARRICA

The reputation promise of the Auditor-General

“The Auditor-General hag s consiitufional mandate and, as the Supreme Audit Institution (SAl)
of South Africa, it exists to strengthen our country’s demeocracy by enabling aversight,
accountability and governance in the public sector through auditing, thereby building public
confidence.”

The mission statement inferms the content of the Public AuditManual (PAM) by recagnising that the
audits conducted by the SAl of South Africa are unique due o its mandats. This mandate includas
respansibilities in terms of laws or regulations that go beyond generally accepted practice of the
suditer's respenaibillities I the audit of the financial statements.

These responsibilities include: consideration of ssues such as public interest; accountabllity; prabity;
effective legislative oversight, in particular as concems compliance with law, regulation or other
authority; performance agalnst pre-determined abjectives; and economle, efflclent, and effactive

pracurement of resources.

The ultimate goal of the audits is to strangthen the Sauth African demosracy.
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AUDITOR-GENERAL
S0OUTH AFRICA

Mr Herman Van Laar

The Accounting Officer

Johannesburg Metropolitan Bus Services (Piy) (Lid}
Transportation House

1 Raikes Road

Braamfontein

2000

28 November 2010

Reference; TS 88 19611

Daar Mr Van Laar

Report of the Auditor-General on the financial statements and other legal and regulatory
requirements of Johanhesburg Metropolitan Bus Services (Pty) Ltd for the year ended
30 June 2010,

1. The above-mentioned report of the Auditor-General is submitted herewith in {erms of section
21(1) of the Public Audit Act of South Africa read in conjunction with section 188 of the
Constitution of the Republic of South Africa and section 121(4) of the Municipai Finance
Managernent Act of South Africa (MFMA).

2. | have not yet received the other information that will be included in the annual report with
the audited financial staternents and have thus not bean able to establish whether thera ars
any inconsistencies between this information and the audited financial statements and the
reported performance against pre-determined objactives. You are requested to supply this
information az soon ag possible. Once this information Is received It will be read and should
any inconsistanclas be identified these will be communicated to you and you will be
requested to make the nacessary corractions. Should the corrections not be made we will
ameand and raissue the audit report,

3. Interms of section 121{4) of the MFMA you are required to include the audit report in the
Johannesburg Metrepolitan Bus Saeivica's annual raport to be tabled.

4. Until the annual report s tabled as required by section 127(2) of the MFMA the audit report
is not a public document and should therefore be fregted as confidential.

5. Prior to printing or copying the annual report which will include the audit report you are
required to do the following:

«  Submit the final printer's proof of the annual report ta the relevant senior manager of the
Auditor-Genaral of South Africa for verification of the audit-related references in the audit

Audliting to build public confidence

Auditor-General of South Africa
PO Box $108]  Aucklend Perk 2006 Gauleng » Docex 3%2 « Tal: +27 [0)11 703 7600« Fax: +27 [0]11 702 7450 = www.ogso.ca.za
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report and for confirmation that the financial statements and other information are those
documents that have been read and audited. Speclal care should be taken with the page
references in your report, since an Incorect reference could have audit implications.

+ The signature Auditor-Ganeral in the handwriting of the auditor authorised to sign the
audit report at the end of the hard copy of the audit report should be scanned in whan
preparing to print the report. This signature, as well as the place and dats of signing and
the Auditor-General of Sauth Africa's logo, should appear at the end of the report, as In
the hard copy that is pravided to you. The official logo will be made availabie to you in
electronic format if needed.

« The report must please be referred to the Municipal Public Accounts Commitiee.

« Please send 10 copies of the annual report to the Auditor-General of South Africa
for attention Parliamentary Manager, 61 Central Street, Houghton.

. Please notify the undersigned QOperations Leader well in advance of the date on which
the annual report containing this audit report will be tabled.

7. Your cooperation to ensure that all these requirements are mat would be much appraciated.
Kindly acknowledge receipt of this latter.

Yaurs sincerely

Operations Leader: Gauteng

Enguires: Ockia Ludick
Telsphone: (011) 702 7639
Fax: (011} 703 7690
E-malt acidal@anes.co.za
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AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE GAUTENG PROVINGIAL
LEGISLATURE AND COUNCIL OF CITY OF JOHANNESEURG METROPOLITAN
MUNICIPALITY ON JOHANNESBURG METROPOLITAN BUS SERVICES (Pty) Ltd

REPORT ON THE FINANCIAL STATEMENTS
Introduction

1.

| have audited the accompanying financial statements of the Johannesburg Metropolitan
Bus Services (Pty)(Ltd), which comprise the statement of financial position as at

30 June 2010, and the statement of financial performance, statement of changes in net
assets and cash flow statement for the year then ended, and a summary of significant
accounting policies and other explanatory information, and the accounting officer's report
as set out on pages xx to xx

Accounting officer's responsibility for the financial statements

2.

The accounting officer is responsible for the preparation and fair presentation of these
financial statements in accordanca with South African Standards of Generally Recognised
Accounting Practice (SA Standards of GRAP) and in the manner raquirad by the Municipal
Finance Managemant Act, 2003 (Act No. 56 of 2003) (MFMA) and Companies Act of South
Africa, 2008 (Act No 71 of 2008). This responsibility includes: designing, implementing and
maintaining internal cantral relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whather due to fraud or error
selecting and applying appropriate accounting policles; and making accounting estimates
that are reasonable in the circumstances.

Auditor-General’s responsibility

3.

As required by section 188 of the Consfitution of South Afica, 1996 (Act No. 108 of 1998),
and section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) my
responsibllity is {0 express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with fntemational Standards on Auditing and General
Notice 1570 of 2009 issuad in Government Gazelts 32758 of 27 November 2009, Those
standards raquire that | comply with ethical requirements and plan and perform the audit to
obtaln reasonable assurance about whether the financial statements ara free from material
misstatement.

An audit invalves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. Tha procedures selected depend on the auditor's
judgement, including the assessmeant of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk sssessments, the auditor

F.Ol1/07¢2
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considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit alsc includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

8. 1believe that the audit evidence | have obtained is suificient and appropriate to provide a
hasis for my audit opinion.

Opinion

7. Inmy opinion, thesa financlal statements present fairly, in all material respects, the financial
position of the Johannesburg Metropalitan Bus Services (Pty)(Ltd) for the year ended
30 June 2010 and its financial performance and its cash flows for the year then ended, 30
June 2010 are prepared, in all material respects, in accordance with SA Standards of GRAP
and in the manner reguired by the MFMA and Companies Act,

Emphasis of matter
8. [draw altention to the rmatter below. My opinion is not madified in respect of this matter:

Restatement of corresponding figures

9. Asdisclosed in note 15 to the financial statements, the coresponding figuras for 31 June
2009 have been restated as a result of an smor discovered by management during 2010 In
the financial statements of the Johannesburg Metropofitan Bus Services (Pty)(Ltd), at and .
for the year ended, 30 June 2008,

Additional matter
F draw your aftention to the matter below. My opinion is nat modified in respect of this matter:

Unaudited supplementary schedules

10. The supplementary information set out an pages xx to xx doss not form part of the financial
staternents and is presented as additional information. | have not audited these schedules
and accordingly | do not express an opinion theraon.

REPORT ON OTHER LEGAL. AND REGULATORY REQUIREMENTS

11. As raquired by the PAA and in terms of General Notice 1570 of 2009 Issued in Government
Gazelle 32758 of 27 Novernber 2009, | include below my findings on the report on
predetermined objectives, compliance with the following key laws and reguiations [MFMA,
Municipal Regulations (Regulations — GNR/GN), Municipal Systems Act, 2000 (Act No. 32
of 2000) (MSA) and tha Municipal Structures Act, 1998 (Act No. 117 of 1998), and finanaial
management internal control.
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Predetermined objectives
12. Material findings on the report on predetermined objectives, as set out on pages ... to ...,
are reported below:

Nen compliance with regulatory and reporting requirements
13. No matters to report

Reliability of reported performance information

14. The foliowing criteria were used to assess the usefulness of the planned and reported
performance;
»  Validity: Has the actual reported performance occcurred and does it partain to the entity

i.e can the reported performance information be traced back to the source dats or
documentation?

«  Accuracy. Amounts, numbers and other data retating to reported actual perfortnance has
been recorded and reported appropriately

»  Completeness: All actual results and events that should have been recorded have besn
included in the reported performance information.

Reported targets not reliable when compared to source Information

15. For the selected key performance indicators, some of the reported targets were not
accurate on the basis of the source information or evidence provided to support the
reported targets

Reported indicators and targets not reliable as inadequate supporting source information
was provided

16. For the selected objectives the validity, accuracy and completeness, 40% of the sample of
the reported indicaters and targets could not be established as sufficient appropriate audit
evidenca and ralevant source documentation could not be provided for audit purposes.

Compliance with laws and regulations

Municipal Finance Management Act, 2003

Expenditure was not paid within set parameters in accordance with applicabie laws and

ragulations

17. Contrary to the requirements of section 99(2)(b) of the MFMA, the accounting officer of the
municipal entity did not take reasonable steps to ensure that some money awing was paid
within 30 days of regeiving the relevant invoice.
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INTERNAL CONTROL

18. | considered internal control relevant to my audit of the financial statements and the report
on predetermined cbjectives as well as compliance with the MFMA and Municipal Systems
Act, but not for the purpose of expressing an opinion on the effectiveness of intemal
control, .

19. The matters reported below are limited {o the significant deficiencies regarding the findings
on the raport on predeterminad objectives and the findings on compliance with laws and
reguiations.

« Financial and performance management

Proper record keeping and record management; the documents supporting the
predetermined oRjectives ware not properly filed and easily retrievable

Systems were not appropriate regarding to payment of suppliers within 30 days from
raceipt of the invoice.

A= Gererc!

Johannesburg
29 November 2010

AUWBITOR-GEMNMERATL
SO UTH HPRRICA

Aveiling 1o build public confidence
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Johanneshurg Metropolitan Bus Services (Proprietary) Limited

(Registration number 2000/004704/07)
Trading as Matrobus
Annual Financlal Statements for the year ended 30 June 2010

Directors' Report

The directer submit their report for the year ended 30 June 2010.
1. INCORPORATION
The entity was incorporatad an 01 March 2000 and obtained its certificate to commence business on the same day.
2. REVIEW OF ACTIVITIES
Main business and operations

The Johannesburg Metropolitan Bus Sarvicas (Proprietary) Limited is a Municipal Entity of The City of Johannesburg
Metrapalltan Municlpality. The entity is engaged in providing a public bus service to the commuters of tha City of
Johannesburg and also the hiring out of its buses to individuals and crganlsations and cperates principally in South
Africa,

During the yaar thare ware no major changes in the activities of the business.

The operating results and state of affairs of the entity ara clearly set out in full in the attached annual financlal
statements. Furthar cammants, other than the comments provided balew, will ke ihcluded in the Annual Report.

The company recorded a net surplus of R 1,488,081 (2009; defick R 21,845,701) for the year under raview, This [s mainly
attributable to revenues generated from the soccer world cup activities, actuarlal gains and cost containment measures
Implemented by managemant,

The company does not have enough resources to cover its short tarm obligations as llustrated by a net current liahility
pesition of R 96,129,051 (2009: R 61,916,454)

3. GOING CONCERN

We draw attantlon to the fact that at 30 June 2010, the entity had accumulated deficils of R (58,788,581) , (2008 R
61,277 662) and that the entity's total assets exceed its liabilities by R 17,459,635 (2009: R 15,974,554),

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern.
Thiz basis presumas that funds will be available to finance future cporations and that the realisation of assets and
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business.

The company is wholly depandent on The City of Johannesburg Metropolitan Munigipallty for continued funding of its
operations. The financial statements are prepared on the basis that The City of Johannesburg Metropolitan Municipatity
has naithar tha intention nor the need to liquidate or curtail materially the scale of the company’s operations, and will be
providing tha required funding of operations accordingly.

Should the subsldles be withdrawn, it is managemant’s apinlon that the company would not be in a position te continue as
@ going concem on its current mandate. Management is unaware of apy reasan that could cause The City of
Johannesburg Metropolitan Municipality to withdraw its financial support and therafore have na reasan ta belleve that the
campany would not be operating in the forsesabla futura,

The City of Johannesburg Matropalitan Municipality has provided an increased oparating subsidy of R202 million (2010:
R284 milllan} for the fortheoming 2010/2011 financial year to cover aperating expenditure incurred.

4. SUBSEQUENT EVENTS

The directors ara nat aware of any matier o cireumstance arising since the end af tha financial year to the date of this
report, not otherwise dealt with in tha financlal stataments, which significantly affect the financial position of the company
ar the rasults of its operations that would require adjustments to ar dlsclosure in the annual financial statements,

We draw attention to the successful participation of Matrobus management from 31 August 2008 to 30 November 2410 in
the implemeantation of Phase 1A of the Rea Vaya Bus Rapid Translt (BRT) In the City of Johannesburg. Phase 1A did not
have a significant impact an the oparations of Metrobus.

Phase 18 of BRT is planned to come into operaticn in the latter part 2011 and Is expacted to clash with several existing
Metrobus routes. A total number of 32 buses could be withdrawn from service due to the implemantation of Phase 1B of

7
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
(Registration numbar 2000/004704/07)

Trading 83 Metrobus

Annual Flnancial Statements for the year ended 30 June 2010

Directors' Report

BRT. Metrobus may paricipate in the BRT as an affected stakeholder. Alternatively, Metrobus could introduce the 32
buses on routes where wa hava sarious overfoading problems,

We further draw attention to an agreement betwoen management and organizad lahour on the terms of referonce for &
forensic Investigation into certain alleged irregularities, The investigation will be condusted by an independent fim of
investigators and could commences bafare the end of Decembar 2010,

5. INTERNAL CONTROLS
5.1 DEVIATION FROM SUPPLY CHAIN PROCESSES

Security Tender:  Thara was a deviation from Supply Chain processes, a contract was extended R4,685,300
on a menth to month basis as from (1 December 2009 to 30 Novembar 2010
although the amount disclosed relates to the cument year. The contract extention
was considered and approved by the board.

5.2 LATE PAYMENT OF SUPPLIER INVOICES

Certain supplier invoices were not paid within 30 days as required by Section 89(2) of the Munigipal Financa Management
Act (MFMA), An invaiee register has been introduced to monitor payments. An additional parson has also been empfoyad
to follow up on outstanding invoices and to speed up payment processas,

6. SHARE CAPITAL

Thera were no changes in the authorised or issued share capltal of the entity during the year under review, The antire
sharehalding of the company is hald by The City of Johannesburg Metropalitan Municipality.

7. BORROWING LIMITATIONS

In tetms of the sale of business agreement, Johannesburg Metropolitan Bus Services (Pty) Limited does not have the
autharity to borrow funds on its bahaif, All external funding is managed under the auspecias of tha City of Johannasburg
Metropalitan Municipality Assets and Llablilty Commiltee (ALCOY, Additional loans of R6m in 2009 were received from
the City of Johannesburg Metropolitan Municipality for the acquisition of assets In tetms of the approved capital
expanditure.There were no additional loans in the current year.

8. NON-CURRENT ASSETS

There were ne major changes on the details of the nature of the nen-current assets of the entity during the year.
9. DIVIDENDS

No dividends were declarad or pald to shareholders during the year.
10. SECRETARY

Zenohia Carla Meldsinger resigned as secretary of the entity on 07 June 2010 and Philipa Maduka was appointed in
in her stead on 07 June 2010,

The sacratary of the entity is Philipa Maduka of:

Business addrass
Transporiation House
1 Raikes Road
Braamfantein
2001

Postal address
PO Box 1787
Johannesburg
2000
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Johanneshurg Metropolitan Bus Services (Proprietary) Limited
{Registration number 2000/004704/07)

Trading as Metrobus

Annual Financlal Statements for tha year ended 30 June 2010

Directors' Report

1.

CORPORATE GOVERNANCE
Geaneral

The entity is committed to business integrity, transparsncy &nd professionalism in all its sctivities. As part of this
commitment, the entity supports the highest standards of comporate governance and the ongalng development of bast
practice.

The entity confirms and acknowledges its responsibility to total compliance with the Code of Gorporate Practices and
Conduct ("the Code") laid out in the King Il Report on Corporate Governance for South Africa, The entity discusses the
responsibilities of management in this respect at Board meetings and monitors the entity's compliance with tha code on a
quartetly basis.

The sakient featuras of the entity's adoption of the Cade are cutlined below:
Board of directors
The Board:
retains full control aver the entity, its plans and strategy;
acknowledges Its responsibilities as to strategy, compliance with internal policles, external laws and ragulations,
effective risk management and performance measuremenl, transparency and aeffective communication both
internally and externally by the antity;
is of a unitary structure comprising:
- 8 non-executive directors, al! of whom are independant directors as defined In the Code; and
- 1 executive diractor,
has established a Board directarship contiuity programme.
Chalrperson and chief exacutive
The Chairperson is a non-executive and indepandant director, as defined by the Code,

The roles of Chalrpersan and Chief Executive are separate, with responsibilities divided betwean them, so that ne
individual has unfettered powers of discretion.

Remuneration

The remuneratiah of the Managing Director wha is the only executive director of the entity is daterminad by the Board of
directors within the upper limits determined by tha City of Johannesburg Metropolitan Municipatity in terms of MFMA,

The membears of the Human Resources Subcommittee are Mr. Jeremiah Nkall (Chainnan), Mr Kanneth Setzin and Me.
Danile Nyalunga. The Committes met an six separate occasslons during the financlal year.

Executlve maatings

The cammittes has met on 24 saparate occasions during the finanelal year. The committes seheduled to meet at least 12
times per annum,

Nan-exacutlve directors have access to alf members of management of the entity.
The fallewing meetings wara held by the Board and its sub commitees:
Name Board Audit HR and Risk

Mostling committee REMCO  Committeo
meating  Committes  meating

meeting
Tutal number of meatings held 7 8 8 4
Jeramiah Nkell ] . 5 -
Vineent Zwelibanzi Mntambe (Chairman) 7 - - -
Comfort Bunting 6 - - -
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Directors' Report

Kenneth Hallat Setzin

Dravid Llewellyn Rabarts
Kumaran Naidoo

Herman Jahan van Laar
Suzan Badanile Nyalunga
Maureen Manyarma-Matome
Rana Kanos| -
Deaniel van Dar Nast -
.Rashid Wajoodeen -
Kwanale Maya -
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Audit and risk committoo

The committee met & times during the financial year to raview matters necessary to fulfi its rale,

In tarme of Sactiah 168 of the Municipal Finance Managernent Act, The City of Johannesburg Metropolitan Municipality,
as @ parent municipallty, must appoint members of the Audit Committee. Notwithstanding that nen-executive directors
appelinted by the parent municipallly constituted the municipal entities” Audit Committees, Municipal Finance Management
Act requires that the parent municipalities should appoint further members of the entity's audit commitiess who 2re Rt
directors of the municipal entity onto the audit commitiee,

Internal audit

The entity has outsourced its internal audit function to Gobodo Forensle and Investigative Accounting .This Is in
complianca with the Municipal Finance Managament Act, 2003,

12, CONTROLLING ENTITY
The entity's contralling entity ls The Clty of Johannesburg Metropolitan Municipality incorporated in Scouth Africa.
13. BANKERS

Tha company's banker is the Amaigamated Bank of South Atrica Limited (ABSA), In terms of the agreemant with the Gty
of Johanneburg Metropalitan Municipality and its subsidlarles, ‘

Tha management of the Treasury function within the company is managed under the auspecies of Johannesburg
Metropalitan Municipality Assets and Liabilies Commitiesand Treasury department.

4. AUDITORS

Audtor Gieneral - Johannesburg will continue In office for the next financlal perlod in aecordance with tha Public Audit Act
no. 25, section B2 of the Municipal Financial Management Act no. 56 of 2003 and section 270(2) of tha Companies Act,

10
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Certificats by Secretary

In terms Soction 268 () of the Municipal Finance Management Act, Act 58 of 2003, and the Companies Act of South Afrlea,
Act 81 of 1973, as amended, [ cariify that the ontity has lodged with the Reglstrar all such mturns as required by the

co%rﬁezﬂmt and that all such ratumns ara fnte, comect and up o date,

Phitipe Maduka

Jahanneshurg
28 Novembet 2(M0

11
Tha supplementary information pressnied does net form pert of the annual financial stalements and 15 unatd)led
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Statement of Financial Position

Flgures in Rand Nate(s) 2010 2000
ASSETS
Current Assots
Inventoriag 3 12,146,674 12 468 987
Lrans to shareholders 4 13,249,360 -
Trade and other receivables L 12,772,721 37,157,972
FPrepayments 7 2,593,684 2828411
Insurance Fund 12 4,329,448 8,640,035
Cash and cash equivalents B 406,681 126,554
45,498,568 82,222,359
Non-Current Asgets
Proparty, plant and equipment 9 23593B,784 270,575,463
Intangible assats 10 6,355,568 3,430,727
Loans to sharaholdars 4 20,629,493 30,632,400
272,123,875 304,538,580
Total Assets 37,622,443 366,760,949
LIABILITIES
Curront Llabllities
Loans from sharebolders 4 - 23,830,655
Chter financial liahilitias 13 93,646,851 53,848,787
Finance laase ohligation 14 46,680 63,346
Tragle and other payables 18 40,900,038 39.814,377
VAT payable 18 83,099 114,534
Deferrad income 17 533,852 589,802
Provisions 18 6,408,101 6,076,022
141,627,619 124,138,813
Non-Currant Liabllities
Other financial liabilities 13 122,676,958 186,892,102
Finance lease obligation 14 14,136 46,480
Ratiramant benefit obligation 6 35,844003 30,712,000
158,535,187 226,650,582
Total Liabllities 300,162,806 350,789,395
Not Azsots 17,459,637 15,971,554
NET ASSETS
Share capital 19 B4, 774330 54,774,330
Reserves
Revaluation reserve 20 22474886 22,474,888
Accumulated daflalt (59,780,581) (61,277,662)
Total Net Assets 17,459,635 15,971,664

12
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
{Ragistratian number 2000/004704/07)

Trading as Metrobus

Annual Financial Statermants for the year ended 30 June 2010

Statement of Financial Performance

Figures In Rand Nota(s) 2010 2009
Ravenus

Rendering of sarvices 114,520,921 107,198,825
Miscellanaous ather revenue 10,550,554 6,514,336
Administration and managemont faes recelved 284,496,999 265,498,000
Actuarial Gain (Loss) 5,577,000 (5,251,600
Other incoma 23 1,422,940 454,601
Interast received - investment 28 B75,817 2,549,033
Total Revenuea 417,444,240 376,661,195
Expanditure

Personnel 26 (180,868,055) (152,668,041)
Depreciation and amortisation 29 (46,182 381) (48,071,484
Reversal of impairments/ Impairment loss 30 1,874,804 (2,960,220)
Finance costs 3 {26,730,338)  (32,406,008)
Bad debts 27 (746,810)  (416,430)
Repairs and maintenance (58,141,739} (55,107,681)
General Expenszas 24 (106,683,367 (108,372,175}
Total Expenditure (417,477,666) (396,003,039)
Gain {loss) on disposal of assets and liabilities 1,621,507 {2,503,857)
Surplus (deficit) for the yoar 1,488,081  (21,845,701)

13
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Johannesburg Metropolitan Bus Services (Proprietary) Limited

(Regqistration number 2000/004704/07)
Trading as Metrobus
Annual Financial Statements for the year encled 30 June 2010

Cash flow statement

P.OZ3/07¢2

Figures in Rand Note(s) M0 2003
CASH FLOWS FROM OPERATING ACTIVITIES
Rocelpts
Grants 284,497,000 265,498,000
Interast income 875,817 2,949,033
Receipts from related party 20,508,050 (4,658,556)
Dther receipts 125,071,475 113,711,161
Other cash item 10,980,454 454,601
441,932,796 377,953,939
Fayments
Employea costs (180,868,055) (150,002,818)
Supplisrs (107.,429,978) (106,788,605)
Finance costs (26,730,338)  (32,408,008)
Other paymants (58,141,738)  (55,107,681)
Other cash item - (3,468,701)
{(373,170,110) (347,774,813}
Nat cash flows from operating activities 33 68,762,686 30,179,126
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment 9 (11,945,680) (15,440,588)
Procesds from sale of property, plant and equipment 8 2077222 4,531,160
Purghase of other intangible assets 10 (3,280,690) {736,008)
Increase in Insurance Fynd - (3,350,885)
Reduction in Insurance Fund 5,310,587 (92,630)
Othaer nan cash item - (2,125)
Net cash flows from investing activities (7.638.461) (15,031,166)
CASBH FLOWS FROM FINANCING ACTIVITIES
Repayment of ather financlal llabilities {24,415,080) (39,133,244)
Repayment of shareholders loan (36,377 408) 26,403,284
Finanece laase payments (52,010) {315,139)
Nat cash flows from financing activities {60,844 488) (12,985,00%)
Not Increase/{decrease) in cash and cash equivalents 279,727 2,162,861
Cash and cash equivaiants at the beginning of the year 126,954 (2,035,908)
Cash and cash equivalents at the end of the year 8 406,681 126,953
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
(Registratioh number 2000/004704/07)

Trading as Metrobus

Annual Financial Staternents for the year ended 20 Juno 2010

Accounting Policies

1. Presentation of Annual Financlal Statements
The annual financial statements have been prepared in accordance with South African Statements of Ganerally
Recagnised Accounting Practice (GRAP) Issued by the Acgounting Standards Boatd in accordancs with the Municipal
Finance Managemant Act (Act 56 of 2003). Thase annual financial statements hava basn prepared on an accrual basis
of accounting and are in accordance with historical cast sonvention unless specified otherwisa, They are prasanted In
South African Rand. Previously the Statements of Ganerally Accepted Accounting Practice (GAAP) were used where
the equivalent Generally Recognised Accounting Practice (GRAP) statements were not yet effective or avallable.
The applicable GRAP standards conslsts of the following:
GRAP1: Prasentation of Financial Statements.
GRAPZ; Cash Flow Stataments.
GRAP3! Accounting Policies, Changes in Accounting Estimates and Errors.
GRAP4: The Effect of thanges in Forelgn Exchange Rates.
GRAPSE: Barrowing Costs.
GRAPS: Revenue from Exchange Transactions.
GRAP12:Invantories,
GRAP13: Leages.
GRAP14; Events after tha reparting date.
GRAP1Y: Propert, Plant and Equipmeant.
GRAP19: Provisions, Contigent and Liabilities and Contigant Assets.
GRAP100: Non-Current Assets held for Sale and Discontinued Operalions.
GRAP10Z: Intangible Assats,

The annual financial statements are based on appropriate pollcles consistently applied and supported by reascnable
and prudant fudgements and estimates.

Thege accounting policles are consistant with these used in the previous paried,
1.1 Slgnificant judgements and sourcas of estimation uncartainty

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the
amounts represanted in the annual financial statements and related disciosuras. Use of avallable information and the
application of judgement Is inherent in the formulation of estimates. Actual results In the future could differ from thasa
estimates which may ba materlal to the annual financlal statemants, Significant judgemants include:

Trade receivables and/or Joans and racejvables

The entity assesses lts trade recaivahlas and loans and recaivahles for impalrment at the end of sach reporting peried, In
determining whether an Impairment loss should be recorded in surplus or deficit, the entity makas Judgerments as to
whether there is observabie data indicating a measurable decrease |n the estimated future cash flows from 2 financial
assetl.

The impairmant for trade receivables and ians and recelvables iz caleulated on & portfolic basls, based on historlcal loss,
adjusted for natienal and industry-speclfic economic conditions and other indicators present at the reporting date that
correlate with defaults on the portfolio. Thesa annual loss ratios ara applied to loan balaness in the portfalio ahd scaled to
the estimated loss emergenca periad,

16
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
(Redistration number 2000/004704/07)

Trading as Metrobus

Annual Financlal Statemeants for the year ended 30 June 2010

Accounting Policies

1.1 Significant judgemonts and sources of astimation uncertainty (continuad)
Allowance for slow moving, damaged and obsolata stock

An allowance is made to write stock down to the lower of cost or net realisable value. Management have made estimates
of tha selling price and direct cost to sell an certain inventory lterns. The writa down is included In the operation surplus
note.

Falr valie estimation

The carfying valug |265 impairmant provision of trade receivables and payables are assumed to approximate their fair
valuas. The fair value of financlat liabilities for disclosura purposes iz estimated by discounting the future contractual cash
flows at the current market interest rate that Is avallable to tha entity for similar financlal instruments,

Impalrment tasting

The recoverabls amaunts of cash-ganerating units and individual assets have been doternined based on the higher of
valug-In-use calculations and fair values [2ss costs to sell, These caloulations require the yse of estimates and
assumptions,

The entity reviews and tests the camying value of assets when events or changes in circumstances suggest that the
caumying amount may not ba recoverable. Assets are groupad at the lowest level for which identifiable cash flows are
largely independent of cash flows of other assets and liabilities. If there are indications that impairment may have
occurrad, estimates ars prepared of expected future cash flows for each graup of assets. Expactad future cash flows used
to determing the vaiue in use of tangible assets ate inherantly uncettain and coyld taterially change over time.

Provizlons

Provigions were rajsed and management determined an estimate based on the Infarmation available. Additional
disclosure of these estimates of provisions are included in note 18 - Provisians,

Taxation

Judgement is reguired in datermining the provision for income taves due to the complexity of legistation, There are many
transactions and calculations for which the ultimate tax determination is uncartain during the ordinary coursa of business.
Tha enlity recognises labllities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Whare the final tax outcome of these matters is diferent from the amaounts that ware initially recordad, such differences
will Impact the income tax and defarrad tax provisicns In the period in which such detarmination is made.

The entity recognises the nat future tax benefit rolated to deferrad income tax assats to the extent that It Is probabla that
the deductible temporary differences will revarse In the foresesabls fulure. Assessing the recoverability of deferrad
ineome tax assets requires the entity to make significant estimates relatad to expectations of fulure taxable Income.
Estimales of future taxable Income are based on forecast cash flaws from oparatlons and the application of existing tax
faws i each jurisdiction. To the extent that futura cash flows and taxable Income differ slgnificantly from estimates, the
ability of the entity to realise the net deferred tax assets recarded at the end of the reporting perled could ba impacted,

Post retirament benefits

The prasant value of the past retirement obllgation depends on a number of factars that ara determined on an actuarial
basls using a number of assumptions. The assumptions used in defermining the net Ingome include the discount rate,
Any changes in thase assumptions will impact on the carrylhg amount of post retirement obligations,

The entity datermines the appropriate discount rate at the end of each year. This is the interast rate that should be used to
datermine the present value of estimated future cash outflows expected to be raduired to =ettle the pension obligatlans, In
determining the appropriata dlscount rata, the entity considers the [nterest rates of high-quality corporate bonds that are
denominated in the currency in which the benafits will be [+aiid, and that have terms to maturity approximating the terms of
the ralated pension liapility,

Other key assumptions for pension obligations are basad an current market conditions. Additisnal information Is disclosed
in Nota 8,
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
(Registration number 2000/004704/07)

Trading as Motrobus

Annual Financial Statements for the year ended 30 June 2010

Accounting Policies

1.1 Significant judgements and sources of estimation uncertainty (continusd)
Effective Interast rate

The entity used the discounting rate provided by the tremsury function of the City of Johanneshurg for future cash flows
which is the avarage rate of the swaeaplng aceount.

Allowanca for doubtful debts

On dabtors an impairment loss Is recognised In surplus and deflsit when there is obfective evidenca that it is impaired,
The impairmant |s measured as the difference botwaen the debtars carrying amount and the present valua of estimated
future cash flows discounted at tha effactive interest rate, computed at initial recognition.

1.2 Property, plant and equipmant

Property, plant and equipment are tangible non-current assets (eluding infrastructyre asgets) that ars held for use in the
production of supply of goods or services, or for administrativa purpeses, end are axpected to ke usad during more than
ana period.

The cost of an item of praperty, plant and equipment Is recognised as an asset whan:
ltis probable that future econamic benefits or service potential associated with the itam will flow to the antity; and
the cost of tha item can be measured reliably.

Property, plant and equipment is initially measured at cost,

The cost of an Item of proparty, plant and equipment is the purchases price and other costs attributable to bring the asset
to the location and condition necessary for it ko be capable of operating in the manner intencied by managemant, Trade
discounts and rebates are deducted in arriving at the cost.

Where an asset is acquired at no cost, or for a nominal cost, lts cost is its falr value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monatary asset or monetary assets, or
a combination of monatary and nan-manetary sssets, the assat acquired is Initlally mensured at falr value (the cost), If the
acquired ltem's fair value was not determinable, its deemed cost s the camying amount of the assat(s) given up.

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

Costs Include costs incurred initially to acgulre or conatrust an ltemn of property, plant and equipment and costs incurred
subsaquently to add to, replace part of, or service It. If a replacament cost is recognlsad In the carying amount of an item
of property, plant and equipmant, the camying amount of the replaced par is derecognised,

Land and Buildings is carried at revalued amount, being the falr value at the date of revaluation lass any subsequent
accumulated depreciation and subsequent accumulated Impairment Insses.

Revaluations are mada with suffieient regularity such that tha carrylng amount does not differ materially from that which
would be datermined using fair value at the end of the reporting pariod.

Property, plant and equipment are depreciated on the straight line basis over their axpected useful lives to their estimatad
residual value, ‘

Froparty, plant end equipment |s carried at revalusd amount, balng the fair valua at the date of revaluation less any
subsequent accumulated depraclation and subsequent accumulatad impalrment losses, Revaluations are made with
suffictent regularity such that the carrying amount does naot differ materially from that which would ba determined using fair
value at the end of the raporting peried.

Any increase in an assel's carrying ameunt, a& @ result of a revaluation, is credited directly to a revalyation sumplus. The
increase Is racognised in surplus or deficit to the extent that it reverses a revajuation decrease of the same asset
previously recognised in surplus or deficit

Any decreage in an assaf’s camying amount, as a result of a revaluation, is recognised in surplus or deficit in the current
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
{Reglstration number 2000/004704/07)

Trading as Metrabus

Annual Finaneial Statements for the year ended 30 June 2010

Accounting Policies

1.2

1.3

Proparty, plant and aquipment (continued)

period. The decrease is deblted In other comprehensive income to the extent of any cradlt balance existing in the
ravaluation surplug in respect of that assat,

The useful lives of itams of properly, plant and equipment have been assessed as follows:

Itemn Average useful life

Land Indefinite

Buildings 16 - 35 years

Plant and machinary 6 - 16 yoars

Eumiture and fixtures 6 - 20 years

Mator vehicles 4 -17 years

Office equipmeant 6-10 years

IT equipment 3 - 10 years

Laasehold improvements 8-10years

Major companents of Buses (Engines, Gearbaxes) 5-8years

Ancillary fleet aquipment and security 6 -15 years

Fare Collection Equipment 6 - 10 years

Busag 10 - 30 years

Tools and laose gear 2-11 years

The residual value, and the usaful life and depreciation mathod of each asset are reviewed at the end of each reporting
date. If the sxpectations differ from previous astimates, the change is accountad for as & change in accounting estimate.
The dapreciation charge for each perlod is recognised in surplus or deflelt unless it is included In the carrying amount of
another azset,

Items of prapetty, plant and aquipmant ara detecognised whan the asset is disposed of or whan there are no further
economic benafits o setvice potential expected from the use of the asset.

The galn or [oes arising from the daracognition of an item of property, plant and squipment is ineluded in surplus or deficit
when the item is derecognised. The gain or loss arlslng from the derecognition of an item of proparty, plant and
equipment is determined as the difference between tha net disposal proceads, if any, and the carrying amount of the itam,
Intanglbla assets

An asset is identified az an intanglhle asset when it
is capable of being separated or divided from an entity and sold, transferred, licensed, rented ar exchanged,
either individually ar together with a related contract, assets or liability; or
arises from cantractual rights or other legal rights, regardless whether those rights are transferable or separate
frem the entity or from other rights and obligations.

An Intangible asset is deracognised when:

it is disposed;

no future economic benefits or service potential are expected from its use or disposal,

An intangible asset is recognised when:
itis probable that the expected future economic benefits or service patent/al that are attributable to the asset will
flow to the antity; and
the et or fair value of the asset can be measured reliably,

Intangible assets ara inttlally recognised at cost.

An intangible asset acquired at no or nominat cost, the cost shall be its fair value as af the date of scquisition.

Intangible assets are carried at cost less any accumulated amortisation and any impalrment losses.
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Johannesburg Metropolitan Bus Services (Proprietary) Limited
(Registration numbser 2000/004704/07)

Trading &s Metrobus

Annuai Financial Statements for the year ended 30 June 2010

Accounting Policies

1.3 Intangibla assets (continuod)
An intanglble asset is regarded as having an indefinite usefu! lifz when, based on all ralevant factors, there i5 no
foresesable limit to the period over which the asset is expectad to genarate net cash inflows or service potentlal.
Armortisation is not provided for these intangible assats, but they are tested for impalrment annually and whenever thera [s
an Indication that the asset may ba impalred. For all other intangible assets amortisation is provided en & straight line
basis aver their useful fife.
The amertisation period and the amortisation methed for intanglble assets are reviewed at @ach raporting date.
Reassessing the useful life of an intangible assaet with a finite useful life after it was classified as indefinite is an indicator
that the asset may be impaired. As a result the asset is tested for Impairment and the remaining carrying smount is
amartisad ovar lts useful lifs.

Intarmally generated brands, mastheads, publishing titles, customer lists and items similar [n substance are not
recognised as [ntangible assets.

Amortlsation is provided to write down the intangible assets, en 3 stralght line basis, to their rasigual valuss as follows:

Item Usoful life
Computer software 2-12 years

1.4 Financial instrumonts
Classificatlon

The entity classifies financial instruments, or thelr component part, on Initlal recognition as a financlal assets, a financial
liabilities or an equlty Instrument in accordance with the subject of the contractual agreament.

Classification depends on the purpoge for which the financial instruments were obtained / incurred and takes place at
initial recognition, Classlfication is re-assessed on an annual basis, except for derivatives and financial assets designated
as at fair value through surplus or deficit, which shall not be classified out of the fair value through surplus or deficit
catagory.

Initial recognition and measurament

Financial instruments are recognised initially when the entity becornas a party to the contractual provisions of the
Instruments.

The entity classifies financlal instruments, or their component parts, an initial recegnition as a financial as=at, a financlal
llakliity or en equity instrument In accordance with the substance of the contractual arangemant.

Financial instrumants are measured initially at fair value, except for equity investments for which a fair value is nat
determinable, which are measured at cost and are classified as avallable-for-sale financial ossets.

For financial instruments which are not at fair value through surplus or deficit, transaction costs are included in tha initial
measurament of the instrumant,

Subsequant measuramant

Fair value detarmination

If the market for a financial asset Is not active (and for unlisted sagutities), the entily establishes fair value by using
valuation tachnigues, These include the use of rocent arm's length transactions, raferance to other instrumants that are
substantially the same, discounted cash flow analysis, and aption pricing models making maximum use of market inputs
and relylng as fittle as possible on entity-specific inputs.

Impairment of financlal assots

At each end of the reporting perlod the entity assesses all financial sssets, other than those at fair value through sumplus
or deficlt, to determine whether thare [5 okjective evidenca that a financial asset or group of financlal assets has been
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Johannesburg Metropolitan Bus Services {Proprietary) Limited
(Registration number 2000/004704/07)

Trading as Metrobus

Annual Financizl Statements fur the year ended 30 June 2010

Accounting Policies

1.4 Financial instrumants {continued)
impalrad.

For amounts due to the entity, significant financial difficulties of the debter, prababllity that the debtor will enter bankruptcy
and default of payments are all considered Indicators of impaiment.

Impairment losses are recognised In surplus or deficit,

Impairment lossas ara reversed when an increase in the finanglal asset's recoverable amount can be related objactively
to an event occurring after the impalment was recognised, subject to the restriction that the carrying amount of the
financlal assat at the date that the impaiment is reversed shall not exceed what the camying amount would have been
had tha impairment nat been recognised.

Reversals of Impairment losses are racognised In surplus o deficit except for equity investments classified as avaitable-
for-sala.

Impalrment josses are also not subsequently reversed for avallable-for-sale equity investments which are held at cost
because fair value was not determinable.

Where financial assets are impaired through use of an allowance account, the amount of the less is recognised in surplus
or deficit within operating expenses. When such assets are written off, the write off is made against the refevant allowance
account. Subsequent recoveriss of amounts previously written off are cradited agalnst operating expenses.

Loans to {from) economic entities

Thesa Include loans to and from controlling entitles, fellow controlled aentities, controlled entitles, jobt ventures and
agsociates and are recognised initiafly at fair value plus direct transaction costs.

Loans to ecohomls entities are classified as joans and racalvables.

Loans from economic entities are classified as financial liabilities measured at amortised cost.

Loans to shareholdars, directors, managers and employeos

These financial agsets are classified as loans and receivables,

Trade and other receivables

Trade receivables are measured at Inftlal recognition at fair value, and ara subsequently measured at amortised cost
using the effactive interest rate method. Appropriate allowances for estimated irecoverabla amounts are recognised in
surplus or daficit when thers is objective evidence that the asset is Impalred. Slgnificant financial difficulties of the deblor,
prabability that the debtar will enter bankruptey or financial reorganisation, and default or delinguency in payments (more
than 30 days overdue) are considered Indlcators that the trade receivable is impaired. The allowance recognised is
measurad as the diference between the asset's camying amount and the prasent value of estimated future cash flows
discounted at the effactive |nterest rate computed at initial recognition,

Tha carrying ameunt of the asset is reduced through the use of an allowance account, and the amount of the deficlt is
recognised in surplus or deficlt within operating expenses. When a trade recaivable s uncollectible, it iz written off against
the allowance account for trade racelvables. Subsequent recoveries of amounts praviously written off are credited against
oparating expanses in surpluz or deficit.

Trade and other receivables are classiflied as loans and receivables.

Trade and other payablas

Trade payablas ara Initially measured at fair value, and are subsequantly measured at amortised cost, using the effactive
interest rate methed.

Cash and cazh aquivalents

Cash and ¢ash equivalents comprise cash on hand and demand deposhs that are readily convertible to a known amount
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1.4 Financial Instruments (continued)
of cash and are subject to an insignificant risk of changes in valus, Thase are Inlially and subsequently recorded at fair
value.

Bank overdraft and horrowings

Bank overdrafts and borrowings are Iinifially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. Any differsnce between the proceeds (net of transaction tosts) and the
settlement or redemption of borrowings is recognised over the temm of the barrawings in accordanca with the entity's
accounting palicy for bormowing costs,

Financial liabilitias and aquity Instruments

Financial liabilities are classified according to the substance of contractual agreements entered into, Equity instruments
arg recorded at the amount recalved, net of direct issua gosts,

Gains and losses

A gain or loss arlsing from a change in a financlal asset or financial liskillty is recognised as follows:
A gain or loss on a financial aszet or financlal ability classified as at fair value through surplus or deficit is
recognised in surplus or deflelt;
A gain or loss on an availablg-for-sale financial asset i racognised directly in net assats, through the statement of
changes in net assets, until the financial asset is derecognised, at which time the cumulative galn or loss previously
recognised in net assets s recognised in surplus of deficit; and
For financial assets and financial liabilities carried at amartised cost, a gain of loss is recognised in surplus or deficit
whan the financial asset or financial llabllity is derecognised ar impaired, and through the amartisation process.

Derecognition
Financial assets

A financial assel (or, where appiiczble a part of a financial asset or part of & group of similar financial ‘gazets) is
deracognised whera:
the rights to receive cash flows from the asset have expired;
the entity retains the right to receive cash flows from the assat, but has assumed an obligation to pay them in full
without material dalay 1o a third party under a 'pass-through’ arrangamant; qr
the entity has transfamed its rights to receive cash flows from the asset and sither
- has transferred substantially all the risks and rewards of the assat, or
- has neither transferred nor retained substantially all the risks and rewards of the assst, but has transfered
control of the asset,

Where the entity has transferred its rights to recelve cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to the
extent of the entity's continuing involvamant in the asset Continuing Invalvement that takes the form of a guarantes avar
the transferrad asset is measured at the lower of the original camying amount of the assat and he maximum amaount of
consideration that the antity could be required to repay. Whete continuing involvement takes the form of a written and/or
purchased option (including a cash-sattled option ar similar provislon) on the transferred asset, the extent of the antity’s
continuing Involvement is the amount of the transferred asset that tha entity may repurchase, except that in the case of
written put option {including a cash-settled option or similar provision) on an asse! measured at fair value, the extent of
tha entity's continuing involvement Is limited to the lower of the fair value of the transfarred asset and tha optlon axercise
prica,

"

Financial liabilities

A financial kability is derecognised when the obligation under the liability is discharged, ¢ancelled or expiras, Where an
existing financial liability is roplaced by another from the samea Jender on substantially differant terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respactive garrying amounts Iz recogrised in
surplus or deficit :

Impairment of financlal assets
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1.4 Finanelal Instruments {continued)

Tha entlly assesses at each statement of financlal position date whether a financial azset or group of financial assets is
impaired.

Azsets are carried at amortised cost

if there |5 ohjective evidence that am impalrment loss on loans and receivables carrled at amortised cost has been
incumed, the amount of the loss is measurad as the difference between the asset's canying amount and the present value
of estimated future cash flows (exeluding future credit losses that have not been incumred) discounted at the financial
asset's original effectiva interast rate (l.e. the effective interest rate computad at Inltial recoghition). The camying amount
of the asset shall be reduced either directly or through the use of an allowance account. The amaunt of the loss shall be
recognised in surplus or deflclt. The entity first assesses whather objective evidence of impaimant axists Individually for
financial assets that are individually skgnificant, and individually or collectively for financial assets that are net indivigually
significant. If it is determined that no objective evidence of impaiment exists for an Individually assessed financial aseat,
whather zignificant or not, the asset is includad ir a group of financial assets with similar credit risk characteristics and
that group of financial assets s collactively assessed for impairmant. Assats that are individually assassed for Impalrmant
and fer which an impairment loss Is or continues to be recognisad are not Included in a collective assessmant of
impairment,

1.5 Leases
A lease is classified as a finance lease if it transfers substantially all the rsks and rewards incidental to ownership. A
lease is classified as an operating lease If it does not transfer substantially all the risks and rewards incidental to
ownership,
Flnance leases - laszos
Finance leases are recognised as assets and liabilities in the statamant of financial position at amounts squal to the fair
value of the leased property or, if lowar, the present vatue of the minimum leasa payments. The corresponding liability te
the lessor is Included in the statement of financial position as a finance lease obligation.

Tha discount rate used in calculating the present value of the minimum laase payments Is the interest rate implicit in the
leasze,

Minimum lease payments are apportionad between the finance charge and reductien of the outstanding liability. Tha
finance charge Is allocated to each peried during the laase tarm 50 as to produce a constant pariodic rate of on the
rernaining balance of the liabllity,

Any contingant rants are expensed in the period in which thay ara Incurted.

Qperating leases - lessee

Operating lease paymanis are recognised as an expense on a straight-ina basls over the lease tern. The differance
between the amounts recognised as an expense and the contraciual payments are recognised as an operating leasa
asset or liability,

1,6 Invantorles

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal consideration,
than thelr costs are their fair value as at the date of acqulisition.

Subsequently inventories are measured at the lower of cost and nat realisable valus,

Inventories are measured at the lower of cost and current replacement cost where they are held for;
disttibution at no charge or for a nominat charge; or
consumptian in the production process of goods to be distrlbuted at no charge or for a nominal charge,

Net realisable value is the estimated salling prize In the ordinary course of operations Jass the astimated costs of
completion and the estimated costs necessary to make the sale, exchange or distribution.
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1.6 Inventorles (continuad)

The cast of inventories s assigned using the weighted average cost formula, The same cost famula is used for alf
Inventaries having a similar nature and use to the antity.

When inventories are issued to the business unlts, the canylng amounts of those Inventories are recognised as an
expensa in fhe period in which the related revenue is recognised, The amount of any wrlte-down of inventories to net
reallsable value and all losses of inventotizs are recognised a3 an expensa In the period the write-down or loss ocgurs.
The amount of any reversal of any write-dawn of inventories, arising from an Increase in nat realisable value, ary
recognisad as & reduction in the amount of inventarles recognisad as an expense in the period in which the reversal
QLEUrs,

Inventorias acquired are not held for trading, and cansists of consumables, spares stock and fuel held in stock,
1.7 Non-currehit assets held for sale and disposal groups

Non-gurent assets and disposal groups are classified as hald for sale if their cartying amount will be recovered pringipally
through a sale transaction rather than through continuing use. This condition is regarded as met only when the =ala Is
highly probable and the assat (or disposal group) |5 available for immediate sale in It prasent condition. Management
inust be committed to the sale, which should be expected 1o qualify for recognition as a complated sale within one year
from the date of classification.

Non-current assets held for sale (or disposal group) are measured at the Jower of its carrying afnount and fair value less
costs to sell,

A nen-current asset ls not depreciated (or amortisad) while it is classified as held for sala, ar while it iz part of a disposal
group classified as hald far sale.

Interest and other expenses attributable to the liabilities of & disposal group classified as held for sale are recagnised in
surplus or deficit.

1.8 Impairment of cash-generating assets

Cash-generating assels are those assets held by the antity with the primary objective of generating a commarcial returmn.
When an asset Is deployed in a manner consistant with that adopted by & profit-orientated entity, it generates a
commercial return.

Impairment is a loss In the future economic benefitz or service potential of an asset, over and above the systomatic
recognitien of the loss of the asset's future aconomic benefits ar service potential thraugh depreciation {amortisation).

Carrying amount is the amount at which an asset is racognlsed in the statamant of financial pasition after deducting any
accumulated depreciation and accumulatad impalrment losses theraanh,

A cash-generating unlt is the smallest identifiable group of assets haeld with the primary objective of generating a
commarclal return that generates cash infiows from continuing use that are largaly [ndependent of the cash inflows from
ather assets or groups of assats,

Costs of disposal are incremental costs directly athibutable to the disposal of an asset, excluding finance costs and
income tax expense.

Depreclation (Amortization) s the systematic allocation of the depreciable amount of an asset over ite yseful fifs.

Falr value less costs to sell is the amount ubtainable from the sale of an asset in an arm's length transaction batween
knowladgeabie, willing parties, l2ss the costs of disposal.

Racoverable amount of an asset or a cash-generating unit is the higher of its falr value less costs to sal] and its valua in
use.

Usaftl life is either:
(a) tha period of time over which an asset is expected to be used by the entity; or
(k) the number of production ot similar units expected to be sbtained from the asset by tha antlty.
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1.8 Impairment of cash-ganerating assets (continued)
Idantlfication
When the carying amount of & cash-generating asaet excaeds its racovarable amaunt, it s impaired.

The entity assesses at each reporting date whather thera is any Indication that a cash-generating asset may be impaired,
If any such indication exists, the entity estimates the recoverable amount of the asset,

irrespective of whether there is any indication of impairment, the enlity also test a cash-generating Intangible asset with
an indefinite useful life or a cash-generating intangible asset not yet avallable far use for impairment annually by
comparing its carrying ameunt with its recaverable amount. This impairment test is performed at the same time every
year. If an intangible asset was initially recognised during the current reporting period, that intangible asset was tested for
Impairment before the end of the cument reporting pericd.

Valuo in use

Value in usa of a cash-generating asset Is the present value of the estimated future cash flows expacted {o be darived
from the continuing use of an assat and from its disposal at the end of its useful Iife,

Whaean estimating the valua In use of an asset, the entity estirnates the future cash inflows and outflows to be derivad from
continuing use of the asset and from its ultimato dispesal and the entity applles the appropriate discount rate to those
future cash flows.

Basis for estimates of future cash flows

In maasuring value in use the antity:
base cash flow projections on reascnable and supportable assumptions that represent management's best estimate
of the range of economic conditions that will exist over the remaining useful life of the asset. Graatar welght Is given
to extarnal evidence;
basa cash flow projections on the mast recant appraved financial budgets/forecasts, but excludes any estimated
future cash inflows or outflows expected to ariza from future restrueturing's of from improving of enhancing the
asset's performancs, Projectlons based on these budgetsHoreczsts covers a maximum pericd of five years, unlass a
longer peried can ba justified; and
estimate cash flow projections beyond the period coverad by the mast recant budgets/forecasts by extrapolating the
projections based oh the budgets/forecasts using a steady or declining growth rate for subsequant yaars, unless an
increasing rate can be justified. This growth rate does not exceed the leng-term average growth rate for the
products, industries, or country or countrias in which the entity oparates, ar for the market in which the asset is used,
unless a higher rate can be justified.

Compoasition of astimates of futura cash flows

Estimatas of future cash flows Include:
- projections of cash inflows from the continuing use of the asset;
projections of cash outflows that are necessarily incumed to generate the cash Inflows from continuing use of the
asset (Including cash outflows to prepare the asset for use) and can be directly attributed, or allocated on a
raasenable and cansistent basis, te the asset; and
net cash flows, if any, to be recaived (or paid) for the disposal of the asset at the end af its useful life,

Estimates of future cash flows axclude:
cash inflows or outflows from financing activities; and
Incame tax receipts or payments.

The estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life s the
amount that the entity expects to obtain from the dispusal of the asset in an amm's length transaction batwean
knowledgeable, willing parties, after deducting the estimatad costs of disposal.

Recognltien and measurement (individual asset)

If the recoverable amount of & cash-generating asset is less than its carrying amount, the camying ameount of the assat |5
reduced to its racoverabla amaunt. This reduction Is an Impalrment loss.
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1.8 Impairment of cash-gencrating assete (eantinued)
An impairment loss is recognised immediataly In surplus or deficit.
Any impairment [o8s of 3 ravalued cash-generating asset is treated as a revaluation decreasa,

When the amount estimated for an impairment loss is greater than the carrylng amount of the cash-generating asset to
which it relatas, the antity recognises a liability only to the extent thatis a requirement in the Standard of GRAP,

Aftar tha recognition of an impairment loss, the depreciation (amortisation) charge far the cash-generating asset is
adjusted in future perlads to allacate the cash-generating asset's revised camying amount, less its residual value {if any),
on a systemnatic basis over its remaining useful life,

Cash-geanarating units

If thera Is any Indication that an asset may be impaired, the recoverabla amaunt Js estimated for the indlvidual asset. If it
is not possible to estimate the recoverable amount of the individual asset, the entity determines the raceverable amount
of the cash-genarating unit to which the asset balongs (the asset's cash-generating unit).

Cash-genarating units are ldentifled consistently from period to pericd for the same asset or types of assets, unless a
change is justified.

The carrying amaunt of a cash-generating unlt is determinad on a basis consistant with tha way the recaverabla ameunt
of the cash-generating unit is determined,

An impaiment Iass is recognised far a cash-generating unit if the recoverable amount of the unit is lass than the carrying
amount of the unit. The impairmant is allocatad to reduce the carrying amount of the cash-generating assets of the unit on
a pro rata basis, based on the camying amount of each asset in the unit. These reductlons In cartying amounts are treated
as impairment losses on individual assets.

In allocating an impalrment loss, the entity does not reduce the carrying amount of an asset below the highest of:
its fair value lass costs to sell (If determinable);
its value In use (if determinabla); and
Zero.

The amount of the impairment loss that would etherwlse have been sllocated to the asset is allocated pro rata to tha other
cash-genarating assets of the unit.

Where a non-cash-generating asset cantributes te a cash-generating unit, a proportion of the camying amount of that non-
cash-gensrating asset is alloccated to the camying amount of the cash-ganerating unlt prior 1o estimation of the
recovaratile amaount of the cash-generating unit.

Reversal of impairment loss

The entity assess at sach reporting date whather thars is any Indication that an impairment loss recognised in prior
perlods for & cash-generating asset may no longer exist or may have decraased. If any such Indication exists, the entity
astimatas the recoverable amount of that assst.

An impairment juss recognised in prior pericds for a cash-genarating assel Is reversed If there has been & change in the
astimatos used to detarmine the asset's recoverable amount since the last impairment Joss was recognised, The carrying
amount of the asset is increased {o s recoverakle amount. The increase is a reversal of an impaimment loss. The
increased carmying amount of an assat attributable to a reversal of an Impalrment loss does not exceed the canying
amaunt that would have been determined (ret of depreciation or amortisation) had ne impaiment loss been recognised
for tha asset in prior parinds,

A raversal of an Impalrment loss for & cash-generating asset is recognised immediately in surplus or defici,
Any reversal of an impaimment loss of a revalued cash-generating asset is traatad as a ravaluation Increase.

After a reversal of an impairment loss is recognised, the depreciation (amartisation) charge for the cash-generating asset
is adjusted In futura periods to allocate the eash-generating asset's revized carrying amount, less its resldual value (if
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1.8 Impalrment of cazh-gonorating assets (continued)
any), on a systematic basls over its remaining useful life.

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata
with the carrying amounts of those assets. These increases in canying amounts are treated as reversals of impairment
losses for individual assels, No part of the amaunt of such a reversal s allocated to a non-cash-generating asset
contributing sarvice potential to a cash-genarating unit.

In allecating a raversal of an Impaimant loss for a cash-ganarating unit, the carrying amaunt of an asset Is not increased
above the lowar of:
ita recoverable amount (if determinable); and
the carrylng amount that would have been determined (net of amaortisation or depreciation) had no Impalrment loss
besn recognised for the assat in prior periods,

The amount of the revarsal of the Impalrment 1oss that wauld atherwlse have been allecated o the asset [ allocated pre
rata to the othar assets of tha unit.

1.8 Employee bensfits
Short-term employee benefitz
The cost of short-term employes benefits, {thosa payable within 12 months after the sarvice is rendered, such as paid
vacation leave and sick leave, bonuses, and non-monetary benefits such a3 medical care), are recognised in the period in
which the service is rendered and are not discounted.

The expected cost of compensated absences i3 recognised as an expense as the employees render services that
increase thelr entittemant or, in the case of non-aceumulating absences, when the absence aceours,

The expected cost of surplus sharing and bonus payments is recognised a3 an expense when there is a legal or
constructive obligation to make such payments as a result of past perermance.

Defined contribution plans

Fayments to defined contribution retirement banefit plans are charged as an expense as they fall due.

Paymants made to industry-managed (or state plans) retlrement banafit schemas are dealt with as defined contribution
plans where the entity's obligaticn under the schemes is equivalent to those arising in a defined contribution retirement
benefit plan.

Defined benefit plans

Far dafinad banafit plans the cost of providing the benefits is datermined using the projectad eredit mathod.

Actuarial valuations are conducted an an annual basis by Independent actuaries saparately for aach plan.

Consideration is given to any event that could impaet the funds up to end of the reporting period where the interim
valuation Is perfarmad at an earlier date.

Past service costs are recognised immediately to the extént that the bensfits are already vested, and are otherwise
amonrtised on a straight lina basls aver tha average period untll the amendad banafits bacome vastad.

To the extent that, at the beginning of the financial period, any simulative unrecognised actuarial gain or loss exceeds ten
percent of the greater of the prasant value of the projected benefit obligation and the fair valua of the plan assets (the
corridor), that portion is recognised in surplus or deficit over the expacted average remaining service lives of participating
employees. Actuarial gains or losses within the comrider are not recognised.

Gains or losses on the curtailment or settlemant of a defined benefit plan is recognised when the entity is demonstrably
committed to curtailment or settlement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined
benefit abligation, the right to reimbursement s recognised as a separate asset. The asset is measured at fair value. In all
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1.8 Employee benefits (continued)
othar respects, the asset s treated in the same way as plan assets, In surplus or deficit, the expense relating to a defined
benefit plan Is presented as the net of the amount recognised for a reimbursemeant,

The amount recognisad in the statement of financial position raprasents the present value of the defined benefit cbligation
as adjustad for unrecognised actuarial gains and fosses and unracognised past servica costs, and reduces by the fair
value of plan assets.

Any aszat iz limited to uprecognised actuarial losses and past service costs, plus tha present value of available refunds
ahd réduction in future contributions to the plan.

Othor post retirament obllgatiohs

The entlty provides postretirement health cara benefits, housing subsldles and gratuities upon retirement to some
retirees.

Tha antitlemant o post-retirement health care benafits is basad on the employee remaining in service up to retirement
age and the completion of a minlmum setvice period. The expected costs of thase banefite are acerued aver the perind of
employment. independant qualified actuaries carry out valuations of these cbligations. The entity alse pravides a gratulty
and housing subsidy on retirement to certain emplayaes, An annual charge to income is made to cover hoth these
liabilitias,

110 Provisions and contingencies

Provisions are recognised whan:
the entity has a present obligation as a result of a past event:
it iz probable that an outflow of resources embedying econemic banefits ar service patential will be required to
settla the obligation; and
& reliable estimate can be made of the obligatian,

The amount of a provision is the best estimate of the expenditure expected to be required to seftle tha prasent obligation
at the raperting date.

Where some or all of the axpenditure required to settle a provision is expected to be reimbursed by anather party, the
reimbursemnent is recognised when, and only when, It is virtually cenain that reimbursement will be receivad If the antity
sattlas the obligation. The reimbursement is treated as a sepamate asset, Tha amaunt recognised for the reimbursement
does not excesd the amount of the pravislon,

Pravisions are raviawed at each reporting date and adjusted to raflect the currant best estimate. Provisions are reversed if

itis no longer probabla that an outflow of resources embodying economic benefits or service potantial will be required, to
settle the obligation.

Contingent assets and contingant labiltles are not recognised.
1.11 Revenuea from axchange transactions

Revenue |5 the groys inflow of economic benefits or service potantial during the reporting period when thosa inflows result
in an increase In net assets, other than increases relating to contributions from owners,

An exchange transaction is one in which the antity recaives assats or sarvizes, of has ligbilities extinguished, and directly
givas approximately equal value (primarily in the form of goods, services or use of assats) to tha ather party in exchange.

Fair valua s tha amount for which an asset could be exchanged, ar a liabllity settled, batween knowledgeable, willing
partias in an amm's length transaction.

1.12 Revanue from nen-exchange transactions
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1.12 Revenue from non-exchange tranzactions (continued)

Non-exchange transactions are defined as transactions where the entity recaives value from anather entity without directly
giving approximately equal vaiue in exchange,

Revenue is the gross inflow of aconomic benefits or service potential during the reporting pariod when these inflows result
in an Increase in net assets, other than incraases ralating to contributions from owners.

Fair value is the amount for which an asset could be exchanged, or a liability sattled, betwoen knewledgeable, willing
partles In an arm's fergth transaction.

1.13 Borrowing costs
Borrowing costs are recognised 25 an expense in the period in which thoy are incurred,
1.14 Insurance fund

The insurance fund is accounted for at nat of cost, and any liabifity thereto, and adjustments are made anly whera there
ara valld claims to the fund.

1.15 Comparative figures
Where necessary, comparativa figures have been reclassified to conform to changes In prasantation in the current year.
1.16 Unauthoerlsad expanditure

Unauthorised expenditire means:
ovarspending of a vote or a main division within a vote; and
expenditure nat in accordanca with the purpose of 8 vote or, in the case of a main divisian, nat in accordance with
the purpose of the main division.

All expenditure raelating to unauthorised expenditure is recognised as an expensa in the statement of financial
performance in the year that the expenditure was incurrad, The expenditure is classified in accordance with the nature of
the axpense, and whare racovered, it is subsequently accounted for as revanue In the statement of financial parformance.

1A7 Irregular expenditure

Imegular expenditure as defined in section 1 of the MFMA is expenditure othar than unautharised expenditure, Incurred in
cantraventian of or that is not in accordance with a requiremant of any applicable legislation, including -

(a) this Act; or ‘

(b) the Gtate Tender Board Act, 1968 (Act No. 86 of 1968), or any reguiations macle in tamms of the Act: or

(¢} any provincial legislation providing for procurement procedures in that provincial govemmant,

Naticnal Traasury practice pele no, 4 of 200872009 which was issued in tarms of sectlons T8(1) to 76(4) of the PFMA
reduires the follewing (effective from 1 April 2008):

Iregular expenditure that was incurred and Identified during the current financial and which was condoned befure year
end and/ar before finalisation of the financial statamants must also be recorded appropriately in the imegular expenditure
registar. In such an instance, no further action is also raquired with the exception of updating the note to the financial
statements.

Irragular expanditura that was incurred and identified during the current financlal year and for which condonement is being
awaited at year end must ha recorded in the irmegular expenditure register. Nov further actlon 15 requlred with the exception
of updating the note to the financial statamants.

Where imegular expenditure was incurted In the previous financial year and is only condaned in the fallawing financial
year, the register and the disclosure note to the financlal statements must be updated with the amount condoned,

Iregular expenditura that was incurred and ldentlfied durlng the current financial year and whieh was not condaned by the
Natlanal Treasury or the relevant authorily must be recorded appropriately in the iregular expenditura register, If liabilly
for the iregular expenditure can be attributed to a person, a debt account must be craated if such a person is liable in
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1.17 Irregular expenditure (continuad)
law. Immediate steps must thereafter be taken te recover the amount from the parson congatned. If racovery 15 not
possible, the accounting officer or aceounting autherlty may write off the amount as debt impairment and disclese such in
the relevant nete to the financial statements. The imegular expenditure registar must alse be updated accordingly. If the
Irregular expenditure has not been condoned and no person is liable in law, the expanditure related therato must remain
against the relevant programmefexpenditure item, be disclosed as sueh In the nole to the financial statements and
updated accardingly In the imagular expenditure registar,

1.18 Usa of estimates
The preparation of annual financial statemants in conformity with Standards of GRAP raquires the use of cartain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the entity’s
accounting policles. The areas Involving a higher degres of judgement or complexity, or areas whare assumptions and
estimates are significant to the annual financial statemants are disclosed in the relavant sections of the annual fnancial
statements. Although these estimates are baged on management's best knewledge of currant svents and actions they
may undertake in the future, actual results ultimataly may differ from thosa estimates.

1.15 Presentation of currency
These annuai financlal statements are prasented in South African Rand.

1.20 Offsatting

Assets, liabilites, revenue and expenses have not been offset exeapt when offsetting is raquired or permitted by the
relevant Standard of GRAFP

1.21 Revaluation reserve
The surplus arising from the revaluation of Land and Buildings is credited to a non-distributable reserve. The revaluation
surplus |5 realised as revalued buildings are depreciated, through a transfer from the revaluation resarve to the
accumulated surplus/deficit. On disposel, the net revaluation surplus is transferred to the accumulated surplusideficit
while gains or lossas on disposal, based on revalued amounts, are credited or chargad to the statemant of financial
performance.

1.22 Gratuities

The entity provides gratuities for qualifying staff mambers In terms of tha relevant eonditions of empldyment. The
axpenditure is recognised In the statemant of financial performanca when the gratuity is paid.

1.23 Related Partias
Johannashiurg Metropolitan Bus Services (Propriatary) Limited is an entity of The City of Johanmeshury Metropolitan
Municipality incorporated in South Africa. Refer to note 36 for the list of the related parties (other antities owned by The
City) and the outstanding balances for transactians entered into during the year.

1.24 Prepayments

Prepayments consits mainly of licenses for Vehleles and Buses and Software licenses which are payable an an
annual basis. The costs are being released to the Financlal Pedormance over a period relating {0 the prepaymant.
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CHANGES IN ACCOUNTING POLICY

The annual flnancial statements have been prepared in accordance with South African Standards of Generally
Recognised Accounting Practica (GRAP) on a basis consistent with the prior years,

INVENTORIES

Consumable storas 148,734 404 476

Spare parls 13,461,138 13,993,508

Other goods held for resale 1,322,576 1,701,101

Uniform Stock 116,501 130,102
Fuel (Diesal, Patral) 1,095,643 B57,864
Less: Provision for nbsolascenca : (3,908,918)  (4.518,0684)

12,146,674 12,458,987

LOANS TO/FROM SHAREHOLDERS

City of Johannesburg Matrepolitan Munizipality - Notienal loans 20,828,493 30,532,400
Tenms and conditions: These ara non interest bearing loans with no repayment

conditions, They ralate to the FPost retirement Liabilities of amployses wha were

fransfarrad from the parant munleipality at formation, refer to note 5.1 for further

breakdown of the balance Refer to note @ for information regarding the

Retirement Liabllities.

City of Johannesburg Matropolitan Municipality - Sweeping account 13,248,360  (23,830,855)
Terms and conditions: Refer {a nete 5.2, & foan erming or paying interest at Prime

l2ss 4.5% with no repayment conditions.

43,078,853 6,701,445

Non-currant assets 25,829,483 30,532,400
Current assats 13,248,360

Current liabilities (R3,830,055)

43,078,853 6,701,445

Credit quality of loans to shareholders
The cradit quality of loans to sharehelders that are neither past due nor impalred con be assessed by reference to
external credit ratings (if available) or to histarical Information about counterparty default ratas:

Credit rating
A 83,162,594 50,701,676

Fair valuo of loans to and from shareholders
Loans from shareholders 83,162,584 58,701,678
Loans to shareholders past dueg but not impaired

Loans to shareholders which are less than 3 months past due are not considered to be Impalred. At 30 June 2010, R
23,948,781 (2009: R 26,774,168) wera past due but not Impaired.

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

1 month past due 53,182,594 59,701,876
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4. LOANS TO/FROM SHAREHOLDERS {continued)
Sweaplng account
Loans at baginning of the year (23,830,955) 2,035,500
Recaipts (173,165) 1,970,780
Repayments 37,263,480  (27,837.2385)
13,249,380  (23,820,955)
5. TRADE AND OTHER REGCEIVABLES
Trade debtors 2,626,080 2,218,017
Staff dablars 599,720 374,080
Other deposits 20,702 20,702
Less: Pravision for impairment (1,377,799) (631,189)
PAYE 94 512 104,318
Sundry deblor 2,115,885 5,888,544
Insurance debtor 32,415 13,224
Rolated party debtors B,661,226 20,189,276
12,772,721 37,157,972

Trade and other racalvables past due but not Impaired

Trade and other recelvables which are less than 3 months past dus are not censiderad to ba impaived. At 30 June 2010,

R 1,731,523 (2009: R 382,420) were past due but nat Impaired.
The ageing of amounts past due but not impalred is as follows:
1 manth past dua

2 months past due

3 months past dus

Trade and other receivables Impaired

1,443,100
276,103
12,320

325,815
22,405
34,200

As of 30 June 2010, trade and other receivablas of R 1,181,462 (2008 R 631 1 B4} were impaired and provided for.

The ageing of thase loans is as follows:

3 to 6 months 874,453 -

Ovar & months 317,008 831,189

Tha carrying amount of trade and other receivables are denominated in Rand

Rand 1,191,462 631,189

Reconciliation of provision for impairmant of trade and other racolvables

Opaning balance 631,189 538273

Provision far Impalrment 760,869 428,430

Amounts written off as uncollzctible - (320,514)

Unuged amounts revarsed (200,598) (12,000)
1,191,482 €31,18%

The Trade and Receivalilas ageing at 30 June 20H0 is a3 follows:

Government/ Entitios Total debtors 8,259,675
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5. TRADE AND OTHER RECEIVABLES (continuad)
Cument 7.581,785
1-30 Days 466,135
34-60 Days 205,394
61-90 Days 12,320
91-180 Days 874,453
181-360 Days 93,628
+361 Days 26,901
Business
Total dabtors 1,489,556
Current 455101
1-30 Days Q73744
31-60 Days 70,709
61-80 Days o]
£1-180 Days 1,00
181-360 Days o
+361 Days 0
Qther debtors
Total debtors 547 611
Current 523,686
1-30 Days ¢
31-60 Days 0
€1-90 Days 0
91-180 Days Q
181-360 Days 0
‘ +361 Days 20,763
6. RETIREMENT BENEFITS
6.1Definad henhefit plan
Post-retiroment [ability
Post-Retirerment Medical Aid Plan (19,024,000) (21,635,000)
Fost-Ratirement Housing Subsidy Plan (388,000) {(562,000)
Retirement Gratuity Pfan (16,454,003} (17,515,000)
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8. RETIREMENT BENEFITS (continued)

(35,844,003) (39,712,000)

6.1.1Post retiremont medical aid plan

Amounts racognised in the Statement of financlal position
Movemonts for the year

QOpening balanca

Banafits paid
Net expansa recognised in the statement of financlal performance

21635000 16,317,000
(281,000) (642,000)
(2,320,000) 2,960,000

18,024,000 21,635,000

Nat axpanse recognlisad In the statoment of financial parfarmance

Past sarvice cost
Interest cost
Actuarial (gains) lossog

329,000 325,000
1.817,000 1,520,000
(4,456,000) 4,111,000

(2,320,000} 5,960,000

Notional loan account

Opening balance
Intarast racejved
Payrents against account

17,037,000 16,136,000
1,149,000 1,504,000
(603,000)

F

Balance at end of yaar

18,186,000 17,027,000

Key assumptlons used

The princlpal actuarial assumptions used were as fullows on 30 June 2010.

Discount rates used 5,00 % 8.40 %
Expected rate of return on assets 9.00 % B.40 %
Expected increase in salaries 5.90 % £.80 %
Other assumptions:

Age of spause - Husbands 5 Years older than wives.

Martallty of in-service members - In accordance with the SA B85-80 (Light) ultimate table
(rated dewn 3 years for femalas),

Mortality of pensionars - In accordance with the PA(S0) ultimate male and famale
tables (rated dewn 1 year for females and males)

6.1.2Post retirement housing subsidy plan

Amounts recognised in the Statemant of financial position

Movoments for the year

Opening balance 562,000 833,000

Net expense recognised in the statement of financial performanca

(196,000) (71,000)
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& RETIREMENT BENEFITS {(continuad)
366,000 562,000
Net expense recognised in the statament of financial performance
Current servica cost 8,000 8,000
Interest cost 47,000 60,000
Actuarial (gains) losses (251,000) (138,000)
(196,000) (71,000)
Natienal foan account
Opaning balance £62,400 731,000
Interest racelvad - 60,000
Payments against agcount {562,400) (237,600)
Balance at end of year - 562,400
Key assumptlons used
Assumptions used on last valuation on 30 June 2010,
Discount rates used ‘ 9.00 % 8.40 %
Expected rate of relurn on assets 5.00 % B.40 %
6.1.23Post retirement gratulty plan
Amounts recognised In the Statement of financial position
Movements for the year
Opening balance 17,515,000 15,974,000
Banefits paid (1.672,000) (1,869,000)
Net expanse recognised in the statement of financial performanca 11,000 3,410,000
16,454,000 17,515,000
Net expense recognised In the statement of financlal parformancs
Interast cost 1,471,000 1,425,000
Actuarial {gains) losses (860,000) 1,981,000
611,000 3,410,000
Notlonal lsan aceount
Opening balanca 12,933,000 13,558,000
Interest received 793,000 1,203,000
Paymens agalnst account (2,084,000  (1,859,000)
Balance at end of year 11,642,000 12,933,000

Koy assumptions used
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6. RETIREMENT BENEFITS (continued)
Assumptions used on last valuation on 30 June 2010,
Discount rates used 9.00 % 8.40 %
Expected rata of ratutn on assets 8.00 % B.40 %
Expected increase [n salaries 590 % 6.80 %
Carrylng value
Fresent value of the defined banailt cbligation-wholly unfunded {35,844,093) (39,712,000)
Movemants for the year
Opening balance - 39,712,000 32,924,000
Beanefits paid (1,963,000) (2,511,000
Met expense recognised in the statement of financlal performanca (1,905,000) 9,289,000

35,844,000 39,712,000
Net expense racognlsad in the statemant of financial parformance
CGurrent service cost 8,000 8,000
Fast service cost 329,000 329,000
Interest cost 3,335,000 3,009,000
Actuarial (gains) losses {5.577,000) 5,853,000
{1,905,000) 0,299,000

Key assumptions used
Assumptions used on [ast valuation on 30 June 2010.
Discount rates used 5.00 % 8.40 %
Expocted rate of retum on assets 9.00 % B40 %
Expacted increase in salaries 5.90 % 6.80 %
Other assumptions.

7. PREPAYMENTS
Prepaymants consists mainly of Vehicles Licenses, Buses Licenses, and Software Licenses feas payable on an annual
basis. The cost are being released to the Statement of Financial Performance over a pariod relating to the prepayment.

8. CASHAND CASH EQUIVALENTS

Cash and cash equivalents consist of:

Cash on hand 75,682 61,305
Bank balances 331,098 65,640
406,681 126,954

Credit quality of cash at bank and short tarm deposits, exeluding ¢ash on hand
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8. CASH AND CAEH EQUIVALENTS (continued)
There were only cash on hand at the end of current reparting period,
9. PROPERTY, FLANT AND ECQUIPMENT
2010 2009
Cost/ Accumulated Carrying value Cost/ Accumulated Camying value
Valuation depreciation Valuation depraclation
Land 16,800,000 - 16,800,000 16,800,000 - 16,800,000
Bulldings 31,610,087 (4.471.120y 27138887  31,428561 (3,368,321} 28,080,240
Plant and machinety 4,018,063 (2,157,288} 1,861,765 3,561,853 (1,795,836} 2,185,717
Furniture and fixtures 2,682,479  (1,874,988) 807,491 2,668,087  (1,672,918) 995,168
Motor vehicles 3,329,512 {1,496,988) 1,832,524 3,329,512 (1,331,874) 1,997,638
Office aquipment 2,809,558 {988,528) 1,820,630 2,370,375 (966,227) 1,404,148
IT equipment 5,320,196 (3,631,121) 1,688,075 4,873,568 (3,091,576) 1,781,683
Leasehold improvemants 1,344,350 (494,727) 849,623 1,344,350 (373.476) 970,874
Other property, plant and 4,814,881 (3,910,026) 904,855 4,814,881 (3,465,678) 1,249,303
equipment
Fare collaction equipment 12,355,051 (11,233,122} 1121928 12355051 (11,155,078) 1,188,973
Spare parts 735475 - 735475 710,071 - 710,071
Specialised vehicles 488,500,425 (318,305612) 178,203,813 495,762,191 (2B3,672,063) 212,000,128
Tocls and lopsa gear 2,386,863 (1,214,326) 1,172,637 2,035,053 (984,454) 1,050,599
Tatal 586,717,030 (350.778,246) 235538784 582,453,354 (311,877,891) 270,575,453
Reconclliatlon of property, plant and aquipment - 2010
Opening Additinng Disposals Transfars Depreciation Total
balance
Land 16,800,000 - - - - 16,800,000
Buildings 28,060,240 181,526 4178 - [1,108,977) 27138567
Plant and machinaery 2165717 42327 - 10,232 {386,511) 1,861,765
Furniture and fixtures 995,168 14,392 - - (202,070) 807,491
Motar vehlclas 1,897,638 - - - (165,114) 1,832,524
Office equipment 1,404,148 764,036 {9,909} - (337,645) 1,820,630
IT equipment 1,781,503 477,938 (30,770) - (539,686) 1,689,075
Leasahold Improvements 970,874 - - - {121,251) 849,623
Other property, plant and 1,345,303 - - - {444,348) 804,955
equipment
Fare collection equipmant 1,199,973 - - - {78,044) 1,121,929
Sparo parts 710,071 735,475 (710,071) - - 735,475
Specialised vehiclas 212,090,138 8,378,077 (9.143) (10,232) (42,245,027} 179,203,813
Towols and loose gear 1,050,589 351,809 - - (2253.871) 1.172 537
270,675,463 11,945,580 (T55,715) - (45,825,544} 235,938,784
Reconciliatlon of property, plant and equipment - 2009
Opening Additions Disposals Transfers  Revalualions Depreciation  Impairment
balance teversal
Land 13,100,000 - - - 3,700,000 -
Biuildings 27,624,317 1,582,707 - 48,347 341,357 (1,541,204) 471
Plant and machinery 2,203,602 265,103 - 58,739 - (362,727)
Fumiture and fixturas 974,033 147,321 - {48,552) - (77,633)
Maotor vehicles 1,381,691 B11.733 (32,248) - - (163,538}
Offica equipment 1,648,468 145,649 (122,136) 1,950 - (358,7683)
IT equipment 2,046,180 429 127 (7.117) (137,917) - (548,680)
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9. PROPERTY, PLANT AND EQUIPMENT (continued)
Leasahold 881,306 28% 981 - - - {200,413)
Improvements
Other property, plant 1,580,932 167,076 - (62,145) - (336,580)
and eguipment
Fare collection 1,552,582 7,718 {3) - - (360,331)
aquipment
Spare parts 905,083 1,415,453 (1,613,465} - - -
Speclalised vehiclas 247,807,369 9,851,484  (5,223,136) 13,435 - (40,399,014)
Tools and [vose gear 1,083,653 283,239 (4,282 (101,775) - (210,236)

302,789,226 15,440,588 (7,002,287} (137,918) 4,047,357  (44,560,119)

4.7

Pledged as securlty

2006 Mercedas Banz Buses BG,169,842 88,613,002
Usad 1o secure borrowings granted by the City of Johannesburg Metropalitan
Municipality
2002 Volvo Buses 58,100,801 116,313,688
Used to zecura borrowings granted by INCA
The followIng Inased assets ara included In Property, Plant and Equipment listed above
Azzats subject to finance lease (Not carrying amount)
Office equipmant 54,677 90,887
Leasehold improvemants 848,623 870,874
904,200 1,070,764
Revaluations
Land and bulldings are re-valued independently every 2 years.
10. INTANGIBLE ASSETS
2010 2008
Cost/ Accumulated Canmying value Cost/ Accumulated Cartylng valus
Valuation ameortisation Valuation amottisation
Computer software 15,238,984 (8,883,386) 6,355,508 11,858,283 (8,527,566) 3430727
Raconclllation of Intangible assets - 2010
Qpening Additions  Amortisation Tota)
balance
Computar software 3,430,727 3,280,680 (355,819) 6,355,508
Reconcllation of intangible assats - 2008
Opaning Additions Transfars Amartisation Total
balance

Computer software 4,088,075 736,008 137.918 (1,511,368) 3,430,727
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11. DEFERRED TAX
Deffered tax asset / {llabHity)
Defforad tax asset / (Hability)
Increase (decrease) in tax losses available for set off against future taxable 14,874,632 3,884,001
income
Originating tempuorary difference on tangible flxed assets {12,372,584) 523,635
Temporary diffarence on retirement benefits - (144,836)
Income received in advance (300,437} 4,364
Laases - (2,035,042)
Faymants recelvad In advance 714,351 -
Fair value and amortisad cost adjustment - (360,632)
Other movements (10,595,348)  (1,871.490)
Provisions 7,688,384 -

12. INSURANCE FUND
Movamaeant for the year
Opening balance 9,640,035 6,289,150
Contributions to tha fund - 8,648,519
Claims against the fund (5,310,589)  (5,287.634)

4,329,448 9,640,035

The company has a Bus Fleet Self Insurance Fund , which is administered by Guardrisk, an insuranca fund administrator.
Contributions to this insurance contigency fund are made at the discratian of the cormpany's directors. Claims agalnst the
fund are processed as and when qualifying incidents occur,
Thersa was ne contribution made during the current financial year due to the adeguate reserve from prior year.

15. QOTHER FINANCIAL LIABILITIES

Liabllitles
Structured loans 83,010,724 95600468
Terms and conditions: City of Johannesburg Metropolitan Municlpality 2007
Capex Loan
Infrastructure Finance Corporation Limited (INGA) 28,770,324 78,220,681
Terms and conditions
Non Annuity Loans 6,320,726 7,081,830
Tarms and conditions: City of Johannesburg Metropolitan Municipality 2008
Capex Loan
Debentures 4,675,184 4,989,145
Terms and conditions: City of Johannesburg Metropolitan  Municipality 2009
Capax Loan
122,676,958 186,882,102
Currant portion of long term liabilitles
Structured loans 13,764,807 12,605,830
Infrastructure Finance Corporation Limited (INCA) 79,882,044 41,240,957
93,645,861 53,846,787

Non-current liabilitios
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13. {continuod)
At amartised cost 122,676,958 186,892,102

Currant liabllitles
At amortised cost 93,646,851 53,846,787

216,322,809 240,738,688%

14. FINANCE LEASE OBLIGATION

Minimum lease payments due

- wlithin ane year 51,550 75,845
- in second to fifth year inglusiva 14,629 50,771
66,179 126,616
less: future finance charges (5,363) (13,790)
Prasent value of minimum lease paymonts 60,816 112,826

Present value of minimum lease payments due

- within ohe year 46,680 265,740
= in second to fifth year Inclusive 14,136 315,296
60,816 581,036
MNon-current liabilities 14,136 48,480
Current liabilities 46,680 66,346
60,816 112,826

16. TRADE AND OTHER PAYABLES

Trade payables 7522238 10,284 898
Accruad leave pay 14,142,217 10,811,283
Other accruad expenses 16,080,166 14,417,782
Sundry Creditors 2,548,736 1,648,446
Relatad party creditor 615,680 2,351,938

40,009,036 39,614,317

16. VAT PAYABLE

Tax payables 83,099 114,534

VAT payable relates to the advertising revenue , the insurance related claims billing and awn accident repalrs recoveries.
17. DEFERRED INCOME

Deferred incoma refars to the liability ralating to passenger tips sold in advanse through the Smartcards Muti-Journay

Software. The deferred income is raleased as and whan the passongers prasent these cards on the buses and tha bus

oparators lssue a ticket accordingly.

Movement during the year

Balance at tha healnning of the year 580,852 605,436
Agdditions during tha year (56,000} 56,000
Incatme recognition during the year - (71,584)

533,852 589,852
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18. PROVISIONS

19.

20.

21.

Raconciliation of provisions - 2010

Opening Additions  Utilised during Total
Balanca the year
Pravislon for incentive bonus and 13th chegues 6,076,022 9,759,357 (%.467.318) 65,408,101

Reconciliation of pravisions - 2009

Cpening Additiens  Utilisad durlng Total
Balance the year
Provision for incentive bonus and 13th cheques 5,522,845 11949104  {11,395927) 6,078,022

The provision is management's best astimate of the future perfarmance bonus payout in rospect of the past yaar based
an past experience.

The provision for service bonuses is expected to realisa durlng November 2010, as the annual service bonuses are paid
to employess during Novamber,

SHARE CAPITAL

Authorlsed
1 000 Ordinary shares of R1 each 1,000 1,000

Raconclliation of number of shares issuad:
Reported as at 01 July 2008 2 2

- unissued ordinary shares are under the control of the directors in terms of a resolution of members passed at the last
annual general meating. This authority remains in force untll the next annual general mesting,

lzzuad

Qrdinary 2 2

Ordinary Type A 41,047,943 41,047,943

Share premium 13,726,385 13,728,385
54,774,330 54,774,330

REVALUATION RESERVE

Land and Bulldings were revalued to markat values In terms of the articles of assoclation, revaluation regserves are
classified as non-distributable raserves. The whole balance is treatad as & non-gdistributable reserve, and consist of
unrealised revaluation surpluses.

Opening balance 22474886  18.430,938
Change during the year - 4,043,948

22,474,888 22,474,288

REVENUE
Rendering of services 114,520,921 107,196,825
Miscallaneous other ravenue 10,550,554 6,514,335

125,071,475 13,711,181
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21. REVENUE (continuad)
The amaount Included In ravanue arising from exchanges of goods or
services ars as follows:
Raendering of services 114,520,921 107,196,825
Miscellaneaus other revanue 10,550,554 6,514,336
125,011,476 113,711,161
22. OTHER REVENUE
Administration and management fees received - related party 284,486,588 765,458,000
Actuarial gains/ lasses 5,577,000 (5,951,600)
Insurance recovery 1,422,945 454,601
291,496,948 260,001,001
23, OTHER INGOME
Sundry revenua 418,740 306,746
Insurance from re-insurance recoveries 1,004,209 147,855
1,422,948 454 601
24. GENERAL EXPENSES
Advertising 981,828 739,218
Azzessmant rates & municipal charges 65,027 114,578
Auditors Remuneration 2,099 238 1,237,325
. Bank charges 288,388 177,825
Clearing 3707815 3,541 463
Commission pald 2,861,537 2,481,340
Computer expensas 1,223,059 1,142,752
Consulting and professional fees 10,223,345 5,705,207
Entertainmeant 2325542 £59,397
Fines and penaltlas 1,771 17,842
Insurance 5,846,802 7,614,842
Confarences and seminars 117,275 64,873
Lease rentals on operating lease 1,856,196 1,775,062
Meator vehicle expanses 64,481,209 71,830,719
Placement fees 488,257 209,894
Postage and courier 3,262 1,146
Printing and statlenery 824,485 588,851
Royalties and licensa fags 351,512 8,766
Security (Guarding of municipal property) 4,685,309 3,850,436
Staff welfare 148,027 112,147
Subseriptions and metnbership faes 34,624 150,856
Talaphone and fax 1,644,643 1,817,502
Training 291,831 389,085
Travel - local 1,398 8,242
Electricity 1,876,795 958,878
Sewarage and waste disposal 203,454 518,875
Water 20,221 186,324
Litilitles - Qther - 57,230
Uniforms 2,105,652 306,461
Iregular, fruitless and wasteful expenditure 24,975 267,873
106,683,367 106,372,175

25. OPERATING SURPLUS
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25. OPERATING SURPLUS (continuad)
Operating surplus for the year is stated after accounting for the fallowing:
Operating loaze charges
Pramisas
Contractual amounts 317,002 267,524
Equipment
Contractual amounis 1,538,204 1,607,538
1,856,196 1,775,062
Gain (loss) on sale of property, plant and equipment 1,821,507 {(2,471,227)
Loss on sale of other asset 1 - (32,630)
Amortisation an intangible assets 355819 1,511,366
Dapreclation on proparty, plant end equipmant 48,826,542 44,580,118
Employas costs 18Q,888,085 152,669,041
Operating Leasas
= Within cne year - Premises 164,920 149 927
= In second te fifth year inclusiva - Premises 362,824 527743
- Within one year = Equipment 476,488 404,862
- In secand to fitth year inglusive - Equipment £20,175 999,661
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26. EMPLOYEE RELATED COSTS
Employee ralated costs | Salaries and wages 122,473,982 104,537,458
Huousing benefits and allowances 1,891,549 2,116,105
Overtime payments 19,420,678 12,628,778
Bonus 9792636 11,193,103
Travel, motor car, accammeodation, subsistence and ather allowances 2,728,089 2451 224
Less: Employee costs incloded in ather expenses GE4,678 799,884
Othar payrall levies 6,211,838 4,580,446
Post-amployment benefits - Pensicn - Defined contribution plan 17,544,645 14,096,730
Board members retainer faes 150,000 165,313
180,868,066 152,669,041
Remuneration of chief finance officer
Annual Rermuneration 840,683 648,552
Car Allowanca 24,000 12,000
Ferformanca Bonuses 75416 78,321
Contributions to UIF, Madical and Pension Funds 135,535 167,878
1,079,634 904,751
Corporate and human resources (corporate sarvices)
Annual Remuneration a85,482 469,502
Car Aliowanca 63,120 83,120
Performanca Banuses 56,434 14,438
Contributions to UIF, Madical and Pension Funds 73,106 75,971
762,142 623,031
Managing Director
Annual Remuneration 987 670 720420
Car Allowance 324,000 324,000
Perfermance Bonuses 96,465 -
Contributiong to UIF, Medical and Pension Funds 18,000 18,000
1426144 1,062,420
GM: Commaerclal Services
Annual Remuneraticn Go3 182 608,804
Car Allowance 80,000 120,000
Parformance Bonuses 66,264 70,756
749,446 800,560
Remuneration: Internal Audit
Annual Remuneration 680,034 436,851
Car Allowance 30,852 73,779
Parformance Bonuses 50,061 51,895
Contributions ta LHF, Medical and Pension Funds 53,354 62,303
814,341 624,928

Remuneratlon: Company Sccratary
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26. EMPLOYEE RELATED COSTS {contlnued)
Annual Refmuneration 448,353 461,358
Car Allowance 34,830 41,887
Performance Bonusas 45,666 32,237
526,849 £35,182
Chiof Finaneial Officor
Annual Remunaratfon 34,145 -
Car Allowance 462 -
34,611 -
Company Sacratary
Annual Remuneration 317 -
Car Allowance 5,815 -
35,994 -
27. DEBT IMPAIRMENT
Bad dabts 746,610 416,430
28. INVESTMENT REVENUE
Interest ravanue
Interest earned - sweeplng accounts 875,817 2,848 033
Avarage Eaming or paying interest rate for the year iz 6.75%
29, DEPRECIATION AND AMORTISATION
Property, plant and equipment 45,626,542 44,560,118
Intangible assets 355,819 1,511,366
46,182,361 46,071,484
30. IMPAIRMENT OF ASSETS
Impalrmants
Inventories (1,874,804) 2,960,220
The eredit amount for the cument financial year relates to the reduction in
ohsolets stock provision arsing from the review of stock on hand,
3. FINANCE COSTS
Non-cumrent barrawings 26,730,338 32,408,008
32. AUDITORS' REMUNERATION
Fees 2,099 234 1,237,325
33. CASH GENERATED FROM OPERATIONS
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33. CASH GENERATED FROM OPERATIONS {continued)
Surplus (daficit) 1,488,081  (21,8457017)
Adjustments for:
Depraciation and amortisatian 46,182,361 46 071,484
{Loss) gain on sale of assets and lahllites {1,521,507) 2,503,857
Impairment {1.874,804) 2860220
Dabt Impairment 746,510 416,430
Movemeants n retirement benafit assets and liabilities (3,807.907) 6,787,781
Movements in provisians 332,079 883,177
Invantorizg 2,197,117 (2,515,025)
Trade and other receivables 24 385 251 (6,882,227)
Consumer dabtors (748,610) (416,430)
Prepayments 234727 445,334
Trade and other payablos 1,294,723 2,101,480
VAT (31,435) 14,328
Deferred income (56,0000 (15,584)
68,762,686 30,179,126
4. COMMITMENTS
Commitments in respect of ¢apital exponditure:
Authorised and not yet contracted for
Property, plant and equipment 5,900,000 2,769,245
Authorlsed and contractod for
Property, plant and equipmant - 450,751
Intangible assets 100,000 2,000,000
100,000 2,490,751
Thiz expanditure will be flnanced from:
Intemnal cash 6,000,000 5.260,000
Operating leases — a5 lessea (Bulldings)
Minlmum lease payments due
Pramises - Contractual amounts 317,992 267 524
Equipment- Contractual amounts 1,538,204 1,507,538
1,856,196 1,775,062
35. CONTINGENGIES

Econamic entity

Metropolitan Bus Services (Pty) Ltd

The company has & number of traffic fines outstanding agalnst its name, Thesa fines amounts ta R24,075 of which
R23,550 relates to the period prier to Qctober 2008 and R1,025 relstes to the cument year. Management anly became
aware of these fines when the autharities came with the warrant of arrast and moving farward we will intreduce a proactive
system {0 request the authoritles to provide us with all the current fines to ensure that recovery Initiates from the

perpetratars concarmes,
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38. RELATED PARTIES

Relationships
Controlling entity The City of Johannasburg Metrapalitan Munlcipality
Other members of the group City Housing Company (Ply) Lid

Gity of Johannasburg Property Company (Fty) Lid
City of Johanneburg Metropolitan Munlclpality

City Power Johannesburg (Pty) Ltd

Johannesburg City Parks

Johannashiirg Devalopmeant Agency (Pty) Ltd
Johannasburg Metropolitan Bus Services (Pty) Ltd
Juhannesburg Roads Agency (Pty) Lid
Johanneshurg Taurism Campany

Johannasburg Water (Pty) Ltd

Metropolitan Trading Company (Pty) Lid

Fikitup Johannasburg (Pty) Ltd

Roodepaoort City Theatre

The Johannasburg Givic Theatre (Pty) Ltd

The Jehannesburg Fresh Produce Marikat (Pty) Ltd
The Jahanneshury Zoo

Friad shalf 128 (Pty} Ltd

Greater Newtown Development Company (Pty) Ltd
Constitutional Hill Development Company (Pty) Ltd

Jagheo JV
Related party balances
Amounts included in Loans,
Trade and othar recalvables regarding related parties
City of Johannesburg Matropolitan Municipality 8,677,781 23,708,955
Amounts Incjuded In Loans,
Trade and other payablas ragarding related parties
City of Johannesburg Metropalitan Municipality 632,235 2,351,938
Related party transactions
Sales to related parties
City of Johannesburg Matropalitan Municipallty 284,961,194 -
Purchases from related parties
City of Johanneshurg Metropolitan Municipality 23816 4,830,518
Johannesburg Social Housing Company (Ply) Lid 474,350 462,671
Pikitup Johannesbury (Pty) Lid IT0BTT7 370,877

City Power Johannashurg (Pty) Ltd 291,818 408,870
Jehannesburg Watar (Pty) Ltd - 186,324

1,160,481 6,847,270
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38.

38.

DIRECTORS' EMOLUMENTS

The followlng emoluments wers pald to the directors during the year:

Exacutive
2010 Emoluments Pensionpaid Compensation  Galn on Total
or receivable  forloss of exerciza of
office options
For sarvlces ag directors 1,426,144 - - - 1,426,144
2009 Etaluments  Panslonpaid Compensation  5ain on Total
orrecslvable  forloss of exgrcise of
office options
For servicas as diractors 1,525,757 - - - 1,525,757
Non-executiva
2010 Emoluments  Pansion paid Compensation  Gain on Total
or racaivable  for loss of exercise of
office optians
Far services as directors 554,678 - - - 554,678
In connection with the affalrs of 160,000 - - - 150,000
the entity or Its controfled entities
804,678 - - - B04,678
2009 Emoluments  Penslon paid Compansation Gair on Total
orracalvable  for loss of exercise of
‘ office aptions
For services as directors 1,421,685 - - - 1,421,685
In connection with the affairs of 146,250 - - - 146,250

the entity or its controllad entitizs

1,567,935 - - 1,567,938

PRIOR PERIOD ERRORS

An error was discovared in last year's leave pay provision ard an adjustmant of R2, 666, 233 was processed, thereby
increasing the axpanditure and the related liability in 2000.

The restated laave liahility is in terms f the Bargaining Councll agreement, which limits the lizbility to 48 days per person.
This means that staff has to be encouraged to take leave during quits perlods to reduce the number of days to balow 48,
thereby reducing the unracorded liability of R3,3m,

RISK MANAGEMENT

Capital risk management

The antily'’s objectives whan managing capital are to safeguard the entity's abilltly to continue az a golig eoncem in order
to provide returns for sharsholder and benefits for other stakshalders and to maintaln an optimal capital structure to
recluce the cost of capital. ‘

The capital structure of the entity consists of debt, which includas the horrowings (excluding derivative financlal ligbililies)
disclosad in notes 4, 14, 13, cash and cash equivalents disclosed in note B, and equity as disclosed in the stafement of
financial pasition.

In order to maintain or adjust the capital structure, the entity may adjust the amount of dividends paid to shareholder,
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35. RISK MANAGEMENT (continuad)
return cagital to shatehalder, issua new shares or sell assets to reduce debt,

Conslstent with others in the industry, the entity monitors capital an the basis of the gearing ratlo,

This ratio is calculated as net debt divided by total capital. Net debt Is calculated as total botrowings (including currant
and non-current borrowings' as shown In the statement of financial posltion) lesa cash and cash aquivalents. Total capital
is calculated as "aquity' as shown in the statement of financial position plus net dabt

Financial risk managoment

The entity's activities expose It to a variety of financial risks: matket risk {including currency risk, fair valus interest rate
risk, cash flow interest rate risk and price risk), credit risk and lguldlty risk.

The entity's ovarall risk management program fecusas on the unpredictability of financlal markets and seeks ta minimise
polential adverse effects on the entlty's financial performance. Risk management is cariad aut by a central treasury
department (entity treasury) under policles approved by the City of Johanhesburg Matropolitan Municipality. entity
treasury identiflas, evaluates and hedges finanglal risks In close co-operation with the ertity's operating units, The City of
Johannesburg Metropolitan Municipality provides writtan principles for overall risk management, as well as written policias
covering specific areas, such as foralgn exchange risk, interast rate sk, credit risk, use of derivativa financial instruments
and non-derivalive financlal instruments, and Investment of excess liquidity,

Liquidity risk

Prudent liquidity risk management mplles maintaining sufficlent ¢ash and marketable securities, the availability of funding
thraugh an adequate amount of committed credit faciliies and the abllity to close out market positions. Due to the
dynamic raturg of the underying businesses, entity treasury maintains flexibility In funding by maintaining avallabillty
under committed eredit lings.

The entity's risk to liquidity is a result of the funds avallable to cover future commitments. The entity manages llquidity risk
through an ongoing raview of future commitments and credit facllites.

Cash flow forecasts are prepared and adequate utlised borrowing faciities are menltared.

The table below analyses the entity's financlal Babillties and net-sattlad derivative financial liabilities into relevant maturity
groupings based on the remaining pericd at the statement of financial position to the contractual maturity date. The
amounts disclosed in the table ara the contractual undiscaunted cash flows. Balancas due within 12 months equal their
carrying balances as the impact of discounting is not significant

Credit risk

Credit risk consists malnly of cash deposits, cash equivalents, dervative financial Instruments and trade debiors, The
entity enly deposits cash with major banks with high quality cradit standing and limits exposura te any one counter-party.

Trade raceivablas comprise a widespread customer base. Management evaluated credit risk relating to customars on an
ongeing basis. If customers are Independently rated, these ratings are Used. Otherwisa, if thara [s o independent rating,
risk control assesses the credit quality of the customer, taking inte account its financial position, past experence and
other factors, Individual risk limits are set baged on [ntermal or extemal ratings in accordance with limits sot by the board.
The utilization of credit limits |5 regulardy monitored. Sales to retail customers are settled In cash or using major cradit
eards. Credit guarantes insuranca [s purchased when deemed appropriate.

Financial assets expesed to credit risk at year end wera as fallows:

Einanclal instrument 2010 2009
Loans ta sharehalder 23,948,781 29,189,276
Trade and other recaivables 4,207,837 7,988,380
Price risk

The entlly is exposed to commodity price risk regarding fuel. At present the eompany is investigating means ta mitigate
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39. RISK MANAGEMENT (continuad)
this risk but was unable to find measures te mitigate this risk for the past financial period, other than entering Into a
service agreemant at the most favourable terms avallable with one of the major fuel suppliers.

40. GOING CONCERN

Wa draw attention to the fact that this entity Is wholly dependant on The City of Johannesburg Metropalitan Municipality
for continued funding of lts aperations. Should the subsidies be withdrawn, It s the epinion of management that the entity
would not be in a posltion to continue as a going concam on its cument mandate. The City of Johannashurg Metropolltan
Municlpallty has continuad to show strong support financially 2nd management thefore has no reasen to balieve that tha
company would not be operating in the foreseeable future.

The annual financial statements have been prepared on the basis of accounting policles applicable to a going concerm.
This basis presuines that funds will be avallable to financa future operations and that the realisation of zssets and
settlement of liablitles, contingent obligations and commitments will oeeur in the ordinary course of business,

41. EVENTS AFTER THE REPORTING DATE

The directors ara not aware of any matter or circumstance arising since the end af the financial year ta date of thig repart,
not otherwise dealt with in the financlal statements, which significanty affect the financlal pasition of the company or the
results of its operations that would require adjustments or disclesura in the annual financial statoments.

Wae draw attention to the succesful participation of Metrobus management from 31 August 2008 to 30 November 2010 in
the implomentation of phase 1A of the Rea Vaya Bus Transit (BRT) In the City of Johannasburg, Phass 1A did not have a
significant impact an the operations of Metrobus,

Phasa 1B of BRT is planned to come into operation in the latter part 2011 and Is expected to ¢lash with several existing
Metrobus routes. A tatal number of 32 buses could be withdrawn from sarvice due to the implemantation of Phase 1B of
BRT. Metrobus may participate In the BRY as an affected stakeholder. Alternativaly, Matrobus could introduca the 32
buzas on routes where we hava serlaus ovetloading problems.

We further draw attention to an agreement between management and organised labour on the terms of referance far a
foransic investigation into certain alleged kreqularities. The investigation will be conducted by a firm of investigators and
could commenea bafore the end of Decembar 2010,

42. FRUITLESS AND WASTEFUL EXPENDITURE

Reconciliation of frultless and wastetul expenditure
Unauthorised expenditure cumant year 24,575 .

43. RECONCILIATION BETWEEN BUDGET AND S5TATEMENT OF FINANCIAL PERFORMANCE

Met surplus {deflclt) per the staterment of financlal performance 1,488,081  (21,845,701)

44, RECONCILIATION BETWEEN BUDGET AND CASH FLOW STATEMENT

COperating activitias
Actual amount as presented in the budgat staternent 68,702,686 -

Investing activitles
Actual amount as presentad in the budget statement (7,638,461) -

Financing activitias
Actual amaount as presented in the budget statement (B0, B844,498) -
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Net cash generated from oporating, Investing and financing activitios 279,727 -

45. ADDITIONAL DISCLOSURE IN TERMS OF MUNICIPAL FINANCE MANAGEMENT AGT
VAT

VAT payable 83,099 114,534

AllVAT raturns have been submitted by tha dus date throughout the year.
46, LITILISATION OF LONG-TERM LIABILITIES RECONCILIATION

Leng-term labilitles 218,323,808 240,738,889

Long-term liabllities have been ufilized in accordance with the Municipal Finance Management Act. Sufficient cash has
been set asida to ensure that long-term liabilities can ba repaid on redemption date.
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The supplementary information presented does not form part of the annual financial stataments and is unaudited
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The supplementary information prasented does not form part of the arnual financial stataments and is unaudited
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APPENDIX D fer the perind ended 30 June 2010
June 2010

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
Prlor Yaar Current Year

Actual Income Actual Surplus Actugl Incomo Actual Surplus
Expatiditure HDoflelt) Expenditura f(Deficit)
(000"s) (DO0's) {000's) {000's) {000's) (000's)

Johannesburg Metropalitan Municipality

- - = Envirenmental Protecilon - - -
Infrastructure: and Services - - -
Transportation

Execytive Mayar and City Manager

Finance, Revenus and Economle Davelopment
Devalapment Planning & Utban Management -
- - - Health - - -

1
1

[ T T |

[ I T |

- - = Community Development -
- - = Mowsing -
- - - Corporate Suppoert and Shared Sanviens - - -
- - - Jehanneshurg Metrapolitar Police Department - - -
- - - Emergency Managernant Services - - -
- - - Reglons - - -
- - - Gentract Management Unit/Shareholder unlt - - -
- Agencies - - -
- Publie Safaty -
= Sport & Recraatlon e - -
-  Waste Management -

= Water -

- - - Electricity - - -
- - = Qthar - - -
- - - Speaker: Legislativer Arm of Council - - -
- - - Customer Ralatians Management - - -
- - = Munigipal Entity Accounts - - -

Artg

- - = Economic Davalopment - - -
- - = Other #2 - - -
- - - Other#3 - - -
- - = Other#4 - - -
- - - Other#5 - - -
- - - Qther#6 - - -

Municlpal Cwnered Entltlos

(21,846) (21.846) - 1,488 1,488 -

(43,682) {43,692) - 2,976 2,875 -
Other chargos

- - - Intetal Transfers - - -
- - - Impgirments of ME Loans - . -
= - - Impalmants of ME Investments - - -

{43,692) (43,692) - Total 2,978 2,976 -

Page &1
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The supplemantary Information presentod doas not form part of the annual financial statements and is unauited
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Johannosburg Metropelitan Bus Services (Proprictary) Limitad
AFPENDIX E1 for the endod 30 June 2010

Actual Ravisad Varlanco Explenation of Significant Variances groatar
Adjustments Budget than 10% vorsua Budget
Balances

(000"s) {000's) {000°=) Var

Revanua
Rendering of torvices 114,521 100,855 4,666 -
Miseallaneous cther ravenus 10,551 7,401 3,150 -
125,072 117,258 7,816 -
Other income
Cither Incame 291,497 256,959 5,038 -
Intarast regeived - B76 715 161 -
investment
Surplus an dispesal of 1,622 - 1,822 -
property, plant, plant and
equipmeant
283,885 286,674 7,221 -
Total Reavanue 418,967 403,930 15,037 -
Expenses
Employee relatod costs (185,748}  (178,110) (7,639 -
Bad dabts (747 - (747 -
Depreciation (48,182) (40,763) (5.418) -
Repalrs and maintenance (£8,142) (54,397) {3,745) -
Finarces costs {26,730) (27,070) 340 -
Gieneral expansas (101,802}  {103,494) 1,692 -
Impairmstits 1,875 (95) 1,871 -
[#17,477) {403 930) {13,547} -
Operating profit 1,490 - 1,480 -
Other revenue and custs
Net surplus/ (deflclt) for the 1,490 - 1,480 -
year
Taxatlon
Profit f{Loss) for the year 1.480 - 1,480 -

Page 63
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The supplementary information presented does not form part of the annwal financial statements and Is unaudited



