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1.1, Scope of the Report

This report covers the Johannesburg Metropalitan Bus Senicas (Ply) Ltd's {"Metrobus”) activities and
Performance for the 2009/10 finangia) year. It provides an account of the Company's progress and
also offers a forward-louking Perspective far the organisation,

1.2, Campany Profilg

Metrabus wag incorporated in 2000 as a private campany and is g municipal entity, whotly owned by
the City of Johannesburg.

The Company Operates daily scheduled public transport servicas within the Greater Johannesburg
imetropolitan area, which services include:

*  Daily scheduled public transport:

*  Private hira ransport BElvices;

¢ Scheduled commercizl cantracts: ang

= Special contrasts for the Gauteng Provinee's Department of Transport in Elduoradn Park,

As part of the Company's sogig) responsibility, the following services ara offered at discounted rates:

* A dedicated service to persons with disabilities;

¢ Subsidisad Pensioner services:

*  Scholar services: and

o Free transportation to the South African Police Services (8APS), the Johannasburg Melro Police
Departrmant (JMPD) and the South African National Defence Forca {SANDF) officers,

Metrobus has 915 employees and 7 ron-executive directors, 498 buses, hres maln depots and three
satellite depots.

eIy .-l:ld-i \r,_:‘n..i?v r D
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"S Operators and operationa stafl per depot. fialso
tinclude staff at the Head Office.

—

Total Number of huses
Nurber gf drivers
fumber of operalional s !
Number of taittenance sigf
Number of administratio
Number of autsourced
Workshop staff
NUMbar of satellite depore- 3 -

* A sateliite dg

pot refers to an autlyitg depet Where buses arg parked and net refurnod t
kilomeatras,

0 the depot to sava

The Mavoral Member (MMC) for Trg
Fartfolin Committee of the City of Jg
Metrobus.

nspartation, Couneiller B Moosajee and the T ranspartation
hannesburg EXercise political dovernance and oversight aver

1.3, Qrganisational Structyre
The Executive level of the Cotnpany is structured as fallows:

Puring the financial year, 5 review of the Lrganisalional stryctyre revealed that mideje managemerl
was inadequate!y staffed to effectively manage the high number of drivers a.g, eighty to 2 hyndred

drivers per Superintendent, Consequenﬂy the oversight rale on the performances of drivers was
lacking which resulted in cartain drivers abusing the system and also made the IR managemeni in
depots diffey(t, Henee provision has been made for the introduct

o of additionai sSupevisoty staff to
address these shortcomings,
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1.4, Vision, Mission, Valies and Strategie Objectives,
Vision

a g financially viable while recognising that, as in mest citiss in the developed world, prblic

Passanger fares.
®  Meets world Standards of operational efficiency, safety and sustainability.
°  Competas for public transport cantracts.

¢  Takes fuf advantage of other market Opportunities, and meets the needs of a wide range of
passengers, including new market sagments,

®  Enables the City of Jehannesburg te mast its soeia Passenger mobility needs,

* Isfully integrated with, and aligned to, the franepart plans (including Bus Rapid Transit) of the City
of Johannesburg and Gauteng Province.

Mission

Metrobug' employees are guided by the Company's mission which js 1o be the provider of cusicamer
friendly public bus transpert within the Greater City of Jehannesburg. The Company aims to acksieve
its mission threugh imgrovemants In the follewing areas:

° Innovation: We wiy continucusly sesk Fevenue-enhancing ways 1o grow our business, We will
continuously introduee cost reducing and efficiency enhancing methods and technologies.

= Customer focus: We will engure that our buges are clean, comfortable and aur operato_rs are
trained and rewarded for being caring to all that WE serve. We will ensure that communication
to the commuters ang communities ha adeguate and of the cofrect frequancy.

*  Safely: We wil ensurs fhat gur Passengers are always sofa i and around oyr services, Our buas
“perators will be the best trained of any hyg aperation in the country.

*  Reliability: We wil pravide a reliahje, Punztual service in termg of scheduled timetables,

* Efficiency: We wif Provide a cosl efficient servise to ersure that the fares charged to  the
Gormuters are kept as low ag economically possibla,

] Sustainabilffy: The Company s financially viabla taking into gccount all sources of jncosme
(fncluding subsidy and fars fevenue) and through the efficient allocation of resources &nd
rmanagemant.

¢ Enviranments consciousness; Wa wig gasure that our husinegs eperalion, especially eour
buszes do noy coniribyte unnecessarily to harming the environment through pollutants.

*  Continugus learning: Wa will ensure that all our staff and thejr famities arg encouraged to leezm,
Rarticutarly regarding those matters that affect thejr health, safety and sonig| well-being.

Metrobus, as a company, and & munigipaj entity, is committed 1o (ncorporate and promote the ity
zransportatian‘farnily vafies of Respect, Honesty, Co-operatian, Accauntability and Ubumtu in cuf
business environrment, both intarnally and externally. In its cormmiment to the transportation value s |, it
is Important to note that Metrobus hag fully wrapped five double deck huses in the specific valures
themes. The values are also re-emphasised on o regular basis in order to entrench these inte tEe
CoMmpany's husiness ethos,
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Metrobus' Strategic Focus

The Company adopted the City Transportation Family Values and will promete the values amongst all
Metrabus employees. During the early parl of 2008 the Board of Metrobus embarked on a strategy of .
re-focusing the strategic thrust of the company which resulted in the development of 2 Strategic Plan
which is based on a three-phase, interlinkad, continuous and overlapping action agenda ihat covers
{he period from 2008 up to 2013:

This plan makes prevision for increased iocus on;

Strategic aliances, joint ventures and other alternative busingss madels.

Subsidised service contracts, including Rea Vaya.

Growing participation in line with the implementation of the Bus Rapid Transit Systerm.
Service restructuring,

Balancing of company efficienay with changing businegss siructure.

Olher New Business.

Sustainability of Business.

Impact of tha Bus Rapid Transit Project (BRT).

- a -] * B L] L] a

Impact of the Bus Rapid Transit Project (BRT)

Public Passenger Transport In South Africa entered the first phase of an exeiling transforration
process with the introduction of the Rea Vaya BRT project during September 2008, The Rea Vaya
BRT project focused on the introduction of dedicated bus lanes which resulted in massive
improvermnents in the orgin o destination travelling times of Johannesburg's public transport
commuters.

It was originally anticipated that Metrobus would also be enlitied to actively parlicipate in the newly
formed Bus Operating Company (BOC) together with Putco and the afiected Taxi operators. It
howaver, came to light that Metrobus cannot participate s a shareholder in the BOC as a rasult of
the fallowing:

(a) Existing legisiation which regulates the activities of Municipal Owned Entities (MOEs) requires
that a MOE must hald the majority shares in such & venture. in reality this will not be the case
s shareholding percentages are to be determined according to existing market shares where
Metrohus only holds a minarity share of approximately six percent.

(b} A precondition for qualifying 1o become an active sharghalder in the BOC was that only
entitizs that were diractly afiected by the Introduction of the BRT services would be enthled to
take up shares in the BOC. Phase 1A of the Rea Vaya BRT was originally planned to be forty
(4D kilometers long, commencing in Soweto, proceeding {hrough Central Johannesburg to
Ellis Park and another leg from Central Johannesburg to Sunninghill in the norih. Revised
planning resulted in Phase 1A being reducad lo operate only between Soweta and Eilis Park
which resulted in nefther Putea nor Metrobus being required to withdraw any sarvices. As the
BRT project management had reduced the scope of the BRT services to be rendered during
Phase 1A rasulted in Metrobus not being required to withdraw any of its services therefore
diseualifying the arganisation from hecoming a shareholder,

Phase 1A of the Rea Vaya BRT systerm wili therefore be solely oparated by the taxi industry but the
process of formalizing the affected texi operalors into one enfly running behind schedule.
Consequently, Meatrobus was requested to assist with the BRT start-up services by means of a
Management Agreement. This agreement required Metrobus to second certain managerial staff
members 1o the BOC, for the purpose of managing this entity and also take responsibility for the daily
operations of services réndered,

Eight managerial and/or key positions were identified for secondment purposes, which had io be
temporarily filed by Metrobus staff members. Metrobus and Putco had an agreement in place which
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deterrmined that if Metrobus were to participate in the BRT system It had to involve Putco as well. This
agreement was made an order of court. As @ resull, Metrobus and Putco seconded four members
cach to manage the new Bus Operating Company.

The Metrobus/Puten joint management service has demenstirated that different companies can co-
operate successfully in & joint venture. The Rea Vaya services also contributed to making the 2010
FIFA World Cup in Johannesburg a succass. This further demonstrated the versatility of Metrobus
personnel énd their capabilities to successfully manage challenging projects.

Page 0 ofd4
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2. Qvarview

2.1. Foreword of the Member of the Mayoral Committee

Metrobus remains cne of the most resifient municipally-owned entities of the City of Johannesburg.
Any entity involved in the public transport industry in a vast City such as Johannesburg waould need {o
exhibil courage and resiiience, Melrobus staff and management have exhibited (hese character traits
time and tirme again, especially during the two rounds of industrial action this year.

Public transport is Increasingly under the spetlight and the needs of the residents of Jahannasburg
continue to grow. As the Sty of Johannesburg we are acutely aware that a lot of wark slill has to be
done to build an integrated public transport system that is commuter focused.

Matrobus' Involvement in the proviston of transpert for the 2010 FIFA World Gup raminded all of the
imporance that Metrobus plays in the City's offering of public transport. Allow me ta salute the
Metrabus team for the dedication and enthusiasm displayed during this important event. Years from
now, we will all tell stories of how we travelled to the World Cup in Johannesburg either 1o the stadiim
or to the Fan Fests and Public Viewing Areas. Seeing the Metrobus fleet ferrying excited fans was
indeed a sight to behald!

One must take this oppartunity to thank the regutar commuters of Metrobus, who saerlficad their usual
schedules so that World Cup ticket-holders could be assisted, We recognise how difficuli that may
have been. Also lat us thank management for appreciating the sacrifice of their regular cammuiers
and their decision to provide a free ride te regutar commuters. :

The support role played by Metrobus in the managermnent contract with Clidet in relation to Rea Vaya
was also an important camponent of their work in the past financial year. Rea Vaya was launched on
30 August 2008 and the careteker role played by Clidet and Metrobus until the taxi industry takeover
has helped Rea Vaya grow from strength {o strength.

The active rale played by the Metrabus Commuters Forum te aim for continuous improvement by the
Company is appreciated. Mareover, the vision of the Users Forum for an improved transport systam is
also encouraging.

As the year draws 1o a close, 1t s pleasing 1o note that the planning for the future has already begun.
In this instance the beginning of the Future Options Study is an important and impressive mileslone in
the life of Metrobus, and one is confident that a ¢learer and positive direction for Metrobus wilt emerge
aut of that study.

! wauld like to take this opportunily to thank the Metrobus Board for their dedication, commitment and
desire to improve the efficienay and effectiveness of the organisation.

Finally let me thank the management and staff of Metrobus and at the same time, | would ke to
encourage them to continue o use the fransport values of Accountabiily, Ca-operation, Hanesly,
Respect and Ubuntu as the guiding light for ail they da.

Clir Rehana Moosajeo
MME: Transportation
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Z.2. Chairperson’s Foreword

The Board of Directors is pleased with the progress of the Campany despite challanging trading
conditions over the past year. We keep striving to hecome a world-class provider of bus transport
services 1o the residents of our City. Serving our community with the best possible transporiation
gervice remains our priority.

We have been operating our services with a relatively ageing fleel. As 2 resull, the cost of spares and
fugl has atso been high in ihe past vear. Hence it will besome imperative to replace the aged buses it
the near future.

The relationship with the labour union took some strain earlier in the year and Management has
worked hard to normalise relations in {he workplace.

Metrobus is proud to have successfully provided world-class park and ride services during the 2010
FIFA world cup. Our drivers worked long hours but performed beyond the call of duty making these
services extramaly eficient.

Metrobus management and the Board have alsa worked tirelessly to assist with the implementation
and oparation of the Phase 1 A of the Bus Rapid Transit System (Rea Vaya). This is a significant
achievement for the City and the residants of Johannesbura,

On behalf of the Beard, | would like to thank MMC Moosajee, the staff of Metrobus, the Ciy of
Johannesburg for the contributions they have made to make Metrabus a success.

Board Chairpersen -
Vincent Mntambo
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2.3. Managing Director's Report

This report will cover tha progress to date, significant achievements, challenges and future plans for
the Company.

2.3.1. Significant Achievementis
The fallowing are the highlights for the vear under review:

o The successful implemeantation of & turn-around strategy which enabled Metrobus to operate within
budget eansiraints.

= The introduction and management of the Rea Vaya BRT services which have sarmead their place in
history by being the first BRT sysiem in Southern Africa. The BRT systam was alsc utilised in
providing an efficient service during the FIFA 2010 World Cup.

o The Metrobus Park-n-Ride services rendered during the FIFA 2010 World Cup which assisted with
bus transpert io and from matches and therefore formed part of an efliciently City of Johannesburg
managed integrated bus transport systern for the City.

232, Financial Performance

The company is consistently striving to apply strict adherence to the principles of Good Governance
and has achieved unquzaliiied audit opinions for the past four (4) financial years, including the peried
under review.

The followirg were the major factors which had an influence on revenue for the period:

o Cash & non-cash fares decreased as a rasull of the nalional SAMWU stdke in April 2010 and the
lower than expecled passenger levels transported during the FIFA Soccer World Cup. However,
the lost revenue experienced due to the lower levels of passengers transported during the 2010
world cup event was recovered via the R7.5 miliion Park-n-Ride invoices raised.

« [Efforis continued to encourage passengers to move from cash to non-cash fickets (smart card
pra-paid trips) in order to pravent cash ticket irregularities. This however resulted in a loss of
revenue as non-cash tickels historically carry a disproporiicnally large discount in comparison 1o
cash tickets. Although the year on year averags fare per trip decressed from R9.87 fo RB.23 or
13% cash fare revenus incraaszed by R1 millen {or 18%) from last year.

s The loas of the Metrorzail contract where the latter decided io purchase its own vehicles,

« Other revenue recorded an increase aver budget of R735 000 or 23%, mainly due to the BRT
management fees and other related expenses increasing in correlation with the expansion of
services which exceeded budget expectations. This & mainly due to the extension of the
managerant contract wilh Clidet from Febniary 2010 to the end of Septambar 2010,

233, Rea Vaya BRT System

iVetrobus i managing the Rea Vaya BRT operations cn behalf of Clidet through @ management
contract. Tha initial contract was set for g period of six (8) months fram September 2009 to February
2010, The parties are currently finalising the extension of his coniract to end an 30 Novermber 2010
depending the finalization of negotiations with the taxi industry.

Cn 03 May 2010 Metrochus assisted Clidet in expanding the Rea Vaya services with a further eighty
(B0) buses. This now concludes the reviscd Fhase 1A of the Rea Vaya ERT services. The
expansions mainly took place on the complimentary roulss and are operated with normal rgid
vehicles. Although some resistance was experienced prior 1o implementation, this was successfully
overcome through the actions of the security forees,
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2.5.4, Engineering

A number of issues impactad on the performances of this section which will be explained under
separate headings.

2.3.3. Fleet Age

Continued efforts were made in highlighting the negative impact of an ever increasing aging fizel,
Notwithstanding the fact that the age of the approximate five hundred (500) bus fleel averages on
10.0 years per bus, nearly thirty-five percent (35%) or ene-hundred-and-seventy-three (173) buses,
averaging close to seventeen {17) years per bus. Management emphasises the fact that in terms of
current legislation (the NLTA) 2 third of the Matrobus flest has reached the end of their useful lives,
thus preventing Metrebus from participating in any commercially lenderad operations.

The operating costs in both spares and fuel consumption of these vehicles as well s the Volvo BTTL
unifs are expensive in comparison to current technology units and this places a heavy fnancial
burdan on the company. This situation is furiher compeounded by the fact that it is becoming extremely
difficult to source the reguired spares for these old buses.

The discontinuation of the fleet replacement programme during 2007/8 combined with the fact that no
zdditional funds are being made available for the refurbishrnent of buses leavas Matrobus no other
option but to withdraw buses from services and in $0 daing rationalise certain services.

As ot the end of June 2010 Meirobus was forced to withdraw the following nurnber of buses from
services due 1o a lack in capital funding lo preperly maintain these buses:

N I i T fhe road:
Milpark Depot, 21 13 buses to be parked off due to age R2 120 500
Village Main Depot 168 8 buses to be parked off due {o age R1 017 000
Roodapanrt Depot 10 1 bus to be parkad off due {0 age R1 058 500
22 of the A7 buses are earmarked to be
Total A7 parked off permanently R4 197 000

All bus companies normally zflow for an average of 10% of flset (v be applied as spares for
maintenancelaceident purposas. This enables the concerned workshops to properly maintain/repair
buses without impacting on the actual operations. The impact of the withdrawal of the above number
of buses has resuiled in the depletion of the spare fleet capacity of Metrobus. This implies thal when a
bus experiences a breakdown that such shift (and all its related trips) will remain open, .. no bus can
be assigned to this shift until the concerned bus has been repaired therefore drastically impacting on
the service defivery capabiliies of this Cormpany.
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2.4. Tha Executive Management Teamn

Mr Herman Van Laar is the Managing Rirector for Matrobus. He
has over 20 vears experience in the public ransport Industry and
he possesses lhe following qualifications:

M.Com Transport Economics (2001).

¢ B Corm. Hons, (1897)
Transpart Managemeant & Econamics, B, Gam. (1891}

-]

Nir Lawrence Magekoane (Chief Financial Officer)
He has the following qualifications:

» B Com, Hcns,
+ Post Graduate Diploma in Strategy & Corporate Governance,

Mr D Gregory {General Manager: Technical) has the following

credentials:

= Final certificate of the Institute of Road Transport Engineers

o Final City and Guilds certificats of mechanical engineering

¢ National Executive board of busingss studies = diploma in
suparvisary

o Corporate member of the insiitute of Road Transport
£ngineers

+ Registered Technician CEI

«  Corporate member of the charered institute of transport

Mr M Tema (GM: Human Resources Department) is gualified with a
Nztional Diploma in Publle Administration,

Mrs F Maduka (Company Secrelary)

Philipa is qualified with 2 Bachelor of Laws Degree (LLB) and is an
admitied attorney of the High Courd of Soulh Africa.

She iz currently pursuing a Masters of Laws degreg in Company
Law,

Mr Babs Narain is lhe Acting General Manager Operations. Babs has
the feliowing qualifications:

« Naticnal Diplorma in Road Transport;

= Cerlificale in Read Transport; and

a Advanced Certificate in Road Transpor.
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2.5. Chief Financial Officer's Roview

2.8.1. Overall Financia!l Performance

The company realised a surplus of B1,5m during the year under review mainly bacause of revenuss
generated from the Soccer World Cup activities, aclugrizl gains and cost contalnment measuras
implementad by management during the year. There is an improvernent of RE23,3m in results when
compared Lo the previous financial year.

The table below comparaes the results of the year under revigw with previous years.

Results {R'000) 2010 2008 2008 2007 2006

Reverue 417,444 376,661 370,857 317,706 308,443

Expenses (417,478) (396,003) (283,299) (329,166) (313,176)

Other 1522 (2,508) 3,021 3272 2,308

Surplus/{Defleit) 1488 {21,846)  (9,621)  (3,188)  [(2,425)
2.5.2, Ravenue

The subsidy from the City of Johannesburg makes up 68% of the company's revenue, with fares and
contracts making up 27%. However, there has been an increase in revenue from fares, conlracls and
other sources. Revenue derived directly from carrying passengers increased by 8% comparad to the
previous financial year,

The table below compares operating revenue for the current vear with previous years.

Revenue (R'000) 2010 2009 2008 2007 2006

Sulssidy 284,487 265,498 253,343 223,708 222,778
Fares 88,718 84,465 85,540 68,815 67,401
Contracts 24,921 21,658 15,875 11,725 12,336
Advertising 6,858 6,514 £,133 5077 2,808
BRT management fee 3,683 G 0 Q D
Insurance 1,004 143 1,556 589 249
Tags 882 073 1,158 424 0
Actuarial pains (losses) 5,577 {5,952) (477} 5041 0
Other revenue 1,294 3,257 2,689 2,322 2,873

417,444 376,661 370,857 317,706 308,443

2.5.3. Operating Expeanditure

Staff costs wen! up mainly as a result of the collective wage agreement. Administration expenses
declined because of gains on post-retirement benefits. There was a gein of R1,8m rom the reversal
of stock losses realised in prior years. Repairs and maintenance went up primarily because of the
ageing flest, The table below provides a comparison of exponses over & five-year petiad.

Expenses {R'00B) 2010 2009 2008 2007 2006
Personnel 180,868 152,669 136,277 131,478 112,214
Depreciation and smortlsation 48,182 46,071 41455 45,631 39 831
Reversal of impairments/impairment [oss (1,875) 2,860 (451} G832 G
Finance costs 26,730 32,406 39,051 34,378 33417
Bad dabts TAT 416 133 64 338
Repalrs and maintenance 58,142 b5 108 B2.944 - 41,587 53112
Genergl eXpenses 106,684 106.372 113.890 74,545 74,264

417478 396,003 383299 320166 313176
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254, Balanee Shast

Net assets have increased by R1, 5m as a result of the surplus realiseq during the year under review.
Current liabilifiss stij excesd current assefs and thig negalively impact on the working capital of the
company. The accumulated deficil at the eng of the finangial year was R59,8m, The (able below
provides a comparison of the balance sheet over a five-year period.

Balance Sheet

(R'000) S0 2008 2008 007 ppgg
Non-current assets 272,124 304,530 337,686 372,710 278 B13
Current asselg 45,488, g2.297 54.830_ 78 481 42,891
Total agsets .“__QJLHG_@__H_SB_S.?H 382816 452 171 321,804
Nen-curent

liabilitias 158,535 226850 268453 308,545 213,048
Current liabilities 141,828 124.139 90,580 113,351 _B7.824
Tetal Tabiities 300,183 390,789 359,043 421,896 301,772
Net assetg . 17,460 15,972 33,773 30,275 20,032

25,5, Cash Flow

An increase in eash flows from Operating activities is as a resull of cash generateg from related
parties. An improvement in investing activities resulted frem reduction in contributions to the
insurance fund which was necessitated by reduced Claims. Financing activities went up becavse of
Fepayment of shareholder loans. ‘

The table below gives the trand in cash flows over a five-year pering.

Cash flows (R'000) 2010 2009 2008 2007 2006
Operating activities 68,782 20,179 38,631 48,425 37788
Investing zctivities (7.838) (15031) (11,855) (132,427)  (9,364)
Finaneing activities {60.844) (12.985) (26.571) ° gp.o71 (36,870)

Net movement 280 2,163 108 6273  (8,448)
Bank opening

balanae 127 (2‘0361 {2,141) (8.414) _ 34
Bank closing

balance 407 127 (2,036) (2,141} (8,414)
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2.5.6, Capital Expenditure

[ b il T S e
Buildings & Compleled all
facilities upgrade 1ut.08 Jun.18 240 237 . 95% projects.

Software Completed
urehases Jul.c8 Sep. 10 4 168 4 167 100% | mileslones as per
P project slan.
: Completed as
[Teguipment Jul.0? Jun. 10 .‘.1 50 188 100% envisaged.
Plant, tools & L
equipment Jul.08 Jun.10 8 ° 85% Only unaveidable
Furniture Jul.08 Jun.10 5 8 00% | Projects continued,
Office aguipment Jul.08 Jun.10 150 148 9%
Engine & gearbox Replzcement put on
cverhauis / ) hold until July 2010
replacements Jul.0g Jun.10 8610 § 948 104% due to averspend.
Buses parkad.
Total Provided by Own Cash funding 13373 13704 102% |
Funded by COJ 0 0 0
All Projects 133731 13704 102%

257 Capital Projects

o  Building improvements: All building improvemenis were on hold with only those prajects that
could nat be deferred any longer due to safety requirements that ware addressed. Any surplus
budget was re-allocated {0 the Engines/gearhax vote due to operatlonal requirements.

»  Software purchases: The major project in this Capex vote is called the Oracle Enterprise Asset
Management project. The ouidated FleetAnywhere fleet maintenance and inventory control
system is being replaced. This project was scheduted to be finalised by December 2008 and the
"go live" date was rescheduled for May 2010, Due to data cleaning challenges the project has
been delayed with “ge live” commitited to be during September 2010.

o Computer equipment: Only urgent replacemenis were approved as required, in conjinction with
the Software project.

o Plant, tools & equipment: All replacement projects are on hold with orly those projects that
¢ould not be deferred any longer that were addressed.

«  Office equipment: All replacement projects are on hold with only those projects that could not be
deferred any longer that were addrassed.

» Engine and gearbox overhauls or replacements: The replacement angines and gearboxes of
the Veive Buses was carfed out in terms of the asset management palicy. Although mere budgel
has been raceived during the Revised Budget process the extent of failures were underestimated
with the result that buses are being parked and earmarked for auction, or otherwise awaiting new
funds from July 2010. During the final reallocalion of Capex budgel, excess funds were
transferred from the Soflware and other voles whers there was surpius pudgel,
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2.5.8. Supply Chain Management

In terms of Supply chain Mznagement and Broad Based Black Economic Empawarment, the following
fs warth reporting:

o The current Supply Chain Policy is based an the requirements of the MFMA as well as the
Reguiations jssued by National Treasury.

»  The adjudication process 1s applied as per the MFMA and as per the Supply Chain Policy, as
adopted by the Board of Direstors in 2007.

¢ The BBBEE numbers in the table below are calculated and based on infarmation received from
the suppliers, and verified by cerificates confirming their BBBEE status where possible.

«  On companies that are lower on BEE (say 10% and lower) there are other mativating factors
cansiderad, and maostly relates to instances of sole supplier status.

o The latest Internal and External Audit Repars have identified areas for improvemeant which have
baen addrassad.

+ The Bid Adjudication Committes consiat of the following senior managers:

Chief Finaneial Officer (Chairman)
General Manager: Commersial Services
General Managsr: Human Resources
General Manager: Technicai

Company Secretary

200 0 a

» Alltenders with a value exceeding R8 million require approval by the Board of Directors.
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3. Highlights and Achievements

Only impreved cost management results could be achieved during the period under review as the
mzjority of other items were hampered by a lack of funding. Some progresses were made on the
Tollowing issuas:

3.1, Improved Route Scheduling

The Company has finalized the reviewing of ifs existing route schedules and is in the process af
refining the updating thereof. Once this exercise has been completed, Whis will result in the next step
being embarked upen which entails the commencement of a consultation process with labour. The
new revised schedules will be implemented on completion of the consultation process which is
envisaged to accur before the end of the vear.

3.2, Flect Management

Fieet management has two aspects to it one being the effective utilization of the fleet which is being
addressed in the improved roule scheduling action explained above, the other being the proper
maintenance of buses. Metrobus has achicved a 100% success rate in following its preveniative
maintenance plan but this unfortunately came at 2 cost due to the increasing age of the bus flest.

3.3, Fare Collection System

The existing fare collection system used by Metrobus has exceeded its useful life by at least five (3)
years and is currently ten (10) vears old. The replacement cost of this equipment by far exceeds the
capital budget approved for Metrobus therefore resulting in the delaying of the replacement of stich
equipment. Metrobus is however investigating alternative options in this regard and have gormmenced
discussions with the National Depariment of Transpar on this issue.

3.4, Revenue protection Initiatives

The Unions were sensitized aof the precarious financial position of the company and wers advised that
their members were further exacerbating the situation by their indiscriminate dishonesty in terms of
pilferaging, The leadership of SAMWU addressed their members in this regard and advised them that
they will dissociate themselves from any driver who engages in theft.

The perfarmance of the routs auditors was introduced and was being monitored with respect to the
number of checks and reports generated resulting in sub-standard work performance being
addressed.

The administration and the control of discipling was for the periad under review and will continously
he directly under the focus of Executive management.

Drivers and operational staff have received a clear message that managemant is serious about
discipline.

In February 2010, the company introduced a "blitz” which invalved depot staff and senior managsrs
joining the route auditors in checking the buses during peak periods of aur services. In supporting this
initiative, a sentor SAMWU shop steward also accompanied a manager {0 jointly inspect buses.

The above mentionead initiatives achieved the desired results and will be substantiated by the fact that
¢ash fare revenue increaged by more than 35% for the menth of March 2010,
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3.5. Permit applications for name change

Metrobus faced the challenge of obtaining "Special Operating Licences” to Operate services for tha
Waorld Cup events, This was due to the fact that existing permits have net yel been transferred inlo
the name of Metrobus, 2 Process which is still in prograss,

In viaw of the ahove, Management held several meetings with the Gauteng Operating Licence Baard
and the following successes were achieved:

° Guidanze was given to Metrobus as to the way forward in speeding up the process in wbtaining
the requirad aperating licenceas,

*  As per the advice from GOLR an application far the transfer of permits into the name of Matrobug
Was resubmitted. We also simultarecusly submitted an application for 241 "Special Operating
Licences” and despile certain challenges; GOLB approved same thus 1o transport fans for the
World Cup evens.

information sych a5 the total fleat, vehicle capacity ang the applicable area of operation be included in
the Service Delivery Agraement (SDA) which was obtained frem the Cily. The latter wil become an
addendum to the SDA once signed by the approprizle authorities. This will be submitted back ta
GOLE,

3.8, Acquisition of GP3

After several meetings between Metrobys and the supplier, consensus was finally rezched with
regard to the project plan was signed off during March 2010, According o the large number of
activities that are required to be undertaken, it is expected that the project will only be finalized by
Becamber 2010,

3.7. Marketing and Business Development Department Performance Highlights

The number of Fassengers carrled for the last quarier of the year amounted 1o 3,736,836 which when
compared to the budget of 5,123,084 reflects g drap of 1, 286,248 or 27%. The strike in Aprii
contribUted fargely to budget not being me,

3.5. Customor Satisfaction

Numerous complaints from passengers and the public relate 1o drivers' atlitudes while they ara off he
premises in the operatianal area, The altitude displayed by many drivers result in this increase in
complainis being recorded.

Operations Management have analysed the top five (5) complaints s=t out hersunder and reslised
that the majority of the eompiaints recarded arisg fram driver attitudes, It is alear that these need to be
manzaged but this can be appiied through negative methods (such as discipling) or positive methods
(such as an ingentive scheme), Tha company has opted o follow the positive method route and is
currently explering possible options in this regard. The success of such g scheme is subject to it being
properly controlled, This scheme is expected to be intraduced in the pew financial year together with
the re-aligned organisationa| structure,
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The top 5 compizinis were:-

1. Nonarrival

2. Driver Altitude
3. Not Stopping
4. Driving

5. Wrong Routs

The custormer service survey (C8]) was conducted in-house and this reflects that 70.7% customers
are satisfled which is. below the 1arger af B7%, The previous years, the salisfaction index however
reflected a rating of 67%

3.10. Private Hire

Due to the 20190 Saceer World Cup, Metrobus saw an impravement of R4.4 millien in its private kire
revenue.
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3.2, Assessment of Munieipal Taxes and Service Charges owed to the Company

il L e bR A AR B RV
Only ore ncome source: Bus services
2009/10 Financial Year:

04 - Rand 10120 276 103 12 320 874 453 140 293 11 306
- % of total 357 2% 0% 8% 1% | 841 100%

Bad debts provision 235 580 385 629 531 188

Q3 - Rand 3 699 473 555 149 450 235 5680 124 136 | 4 814 768
- % of lotal B0% 12% 0% 5% 3% 100%

Q2 -Rand 1 884 516 247 405 262 180 38 214 482 326 | 2 6584 591
- % of total 62% 9% 10% 1% 18% 100%

Q1 - Rand 2116 383 246 182 143 B52 235 819 253 727 | 2 995783
- % of {otal 71% B% 5%, 8% 8% 100%
) 2008/09 Financial Year:

Q4 — Rand 3454 731 22 405 34 200 261 388 219508 | 3892324
- B4 of tolal BE% 1% 1% 7% 5% 100%

03 — Rand 1877 433 217 309 334 360 24 611 73086 2627 580
- % of total 75% 8% 13% 1% 3% 1009

Q2 — Rand 1 B33 637 589 847 3829 5070 412 52041 2 848637
- % of total 64% 21% 0% 0% 14% 100%

Q1 - Rand 2 B70 051 592 348 14 964 T 030 389 002 | 3673385
- % of total 7349 16% 0% 0% 11% 100%

3.13. Staternent of amounts swed by Government Depariments and Fublic Entitios

Customear Amount  Currant 30 B0 90 180 360 x 360
Deparirnent of Aris and

Culture {101y {(107) 0 0 g 0 0 0
Department of Public

Transport 26 o 0 0 g 0 0 26
Metrorail 571 0 0 205 0 385 0 0
Provincial government 7 0 0 a 0 0 7 )
Transnet Freight Rail 43 0 49 0 0 0 0 g

552 {104} 49 205 0 365 7 26

Department of Arts and Culture paid an amount of R115, 000 but did not take delivery of services.
‘The Departrnent of Public Transport hired buses and ere under the imprassion that service betwean
government entities were for free of charge, discussions between Metrobus and the Departmeni are
on-going. The full amount fram Metrorail has since been settled.
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3,14, Assessment of Directors’ and senior managers’ municipal accounts

F. 0297044

et

L,

Chairman City of 500072483 Cureant No arrears

Johannesburg

C Bunting NED City of 202015482 Current No arrears
Johannasburg

K Naidea NED City of Tshwane 3329208685 Current No arrears

J Mk NED City of Ekurhulzni 2200593459 Current No arrears

K Setzin NED City of | 202047345 Current No arrears
Johannesburg

D Nyalunga NED City of Tshwane 2010366428 Current Mo arrears

M Manyama- NED Net registered as a rate payer

Matame

M van Laar

RSO SR O O

T i Y

T

Mot registered as a ratepayer in the City of Johannasburg.

T e D

Curmrent

LW Fhasha Clty of 504324584 No arrears
Manager Johannesburg

J Wannenburg Chief Finzncial City of 400871166 Current No arrears
Officer Johannesburg

M Tema GM: HR City of Tshwane 3301230881 Current No arrgars

B. Narain Acting GM: Net registered &5 3
Operations rale payer

L Magekoane Chief Financiz! Not registerad as a rate payer
Officar

P. Maduka Company Nat registered as a rate payer
Secretary

Z Heldsinger Company City of 303274508 Current No arr=ars
Secretary Johatneshurg

D Gregary Sanior Technical City of Tshwane 2012328246 Current No arrears

3.15. Recommendations and plans for the next financial year

Managerment commits itself fully and will continue with the following action plans to mitigate those
challenges that are under its contro in the coming year,
The Company's five vear strategic plan reflects that various strategic actions will run simultaneously.
Continued progress has been made since its inception in respect of improving passenger service
delivery, internal controls, and company effisiencies. The company will therefore be foecussing on the

following issues.

+  The {illing of key positions that were vacated towards the end of the financial year under review,
+  To finalise the Relatienship Building activities as identified by the RBE Task Team;

+  Finalization and the implementation of the rescheduled duties before the end of the year;
+  Ta realign the lower level operations structure to improve the "span of controls” in depots;

+  Review of existing ¢ash protection systemn and Electronic Ticket Equipment; and
.+ Ta intraduce a pilat praject on the running of alternative fuels including Compressed Natural Gas

(CNG).

The most important fact to note is that Matrobus conlinues to struggle 1o break-evan with its budgat
on a monihly basis for numerous reasons. Amid thase reasons is the high inplt costs in running the
mus services such as salaries, the price of diesel and imported spares and the age of the buses.
Efforts 1o secure the cash incorne genersled on-route are starting to show pasitive resulls and wil
assist in neutralising the negative impact of the afaremeantioned.

Page 29 of 44



07-JAN-201T(FRI) 09:11 F.030/044

Apart from maintaining the impetus of alf actions supporing (he “Gel-fit" phase of the Melrobus
strategy, it is important to focus an the future of Metrobus as a pariner to the City in achieving its
social and economic goals. Service delivery will remain the key focus of Motrobus In accordance with
its mandate frarn the shareholder,

The concept of excellent service dellvery in suppart of the general mobility of the citizens of
Johannesburg, in their social and economic endeavours, will however have te keep pace with lhe
rapidly changing public transport enviranment to enable Metrobus to fulfil its mandate going into the
future.
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4. Inireduction

Metrabus is a municipal owned entity, which is wholly owned by the City of Juburg. Metrabus' Board
of directors {"the Beard") is committed to ensuring that the entity adheres fo the highest standards of
garporate govermance in the conduct of its business and is committed 1o the pringiples of opannass,
integrity and accountability. The Board supports tha principles contained in the Code of Corporale
Practices and Conduct recommended by the King Repert Il on Corporate Gevernance for South
Africa ("King 11I") and is taking sleps to ensure that it will be compliant therewith.

44, Statement of Compliance

The directors, to tha hest of their knowledge and belief, are of the opinion that throughout the
accounting pariod under review, the entity has complied with the principles set out in King 1 and with
the specific requirements relating to corporate governance sct out in the Companies’ Act, the Local
Government: Municipal Systems Act ("MFMA"), the Municipal Systems Act ("MSA") and the Municipal
Structures Act ("MSA").

4,2, Code of Ethics

Metrobus has adaopted the City of Johannesburg Ethical Standards. The Company subscribes to
these standards wherehy all emplayees and management are required to ambrace these standards
which form the basis of ethical behaviour espeacially in conduct towards the communities, colleaguas
and other stakeholdars.

The following ethical values/standards apply to all employees of Metrobus:-

= to be accountable 1o the community that they serve and aet on behalf of the residents of the City
hy focussing their efforis in discavering and meeting their custorner's nasds;

« to be transparent and opsn to scruting 1n all that they do;

e o be honest and uncompromising in producing work that meets the servica delivery requirements
of the City;

« to be committed to the transfarmation of our society and workplace and to ensure equity and anti-
discrimination in all that they de;

» lo show concern for peqple, support and respect their colleagues and encourage the grawth and
development of evanyone thay waork with,

» tovalye and secure the fair and consistent treatment of staff and customers; and

« fo support framsparent participation, promoting fair, yet efficient, decision-making while
encouraging individuals to accept responsibility for their wark and contribution to the City.

4.3. Breach of Governance Frocedures

During the 2009/10 period, there were no breaches of governance procedures noted. As such the
Company Secretary In monitaring and recording such activities has reported that Metrobus has
practiced good governance in accordance with the recommendations set out in the City's Governance
Protocol as well as King Il and il Reports on Corporate Governance.

4.4, Conflict of Interest

In arder to aveid any potential conflict of interest, dircctors and officials of the Company sign
declarations of interest forms. The Company's Executive Management Team signs these declarations
on an annual basis, whereas Non-Executive Members sign the forms at every Committee or Board
meeting. In this declaration they are expected to disclose any Interast that they, their spouses or
members of their immediate family may have in the bosiness of the Company. Beyond this annual
declaration of interest, directors and officers are also expected to declare any interesl they may have
in the husiness that is o be transacted at each meeting they are attending. This is formally recordad
in the minutes of such meeting.
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4,5, Governance Structures

4.8.1. Beard of Dirsctors

The Board has a Charler that governs its aclivities. The Charer incorporates provisions of the
Corperate Governance protoen! of the Shareholder. Metrobus' practices are, in all material respects,
in line with the principles set out in the King [ & 1l Reparts on Corporate Governance. Ongoing steps
are, however, taken to align practices with the report's recemmendations. The Board continually
reviews the progress made o ensure that the Company improves its carporate governance.

4.5.2, Composition of Board of Diractors

As at the date of reporting, Metrobus has seven Board Members. The Board currently comprises
seven Mon-Executive Directors and one Executive Director, who is the Managing Director. All the
Board Members wers appointed in accordance with the company's Articles of Assaciation and the
Local Governmeant: Municipal Systems Act.

The Directors are appointed by the City and bring to the Board a wide range of expertise as well as
signiificant financial, commercial, government and legal experence.

The Board is governed by a formal Board Charler settng oul compasition, processes and
responsibilities and includes a Delegations of Authority policy which sets out a clear balance of power
and autherity to ensure that no one director has unfetiered powers of decision-making.

The table below reflects the composition of the Board of Directors during the period under review:

VZ Mmambo NED & 1 January 2006 Black | Male LLM (1988}. LLE {1985) E Juris
Chairma | (As Chair 30 {1983)
n January 2007}

C Bunting NED 10 August 2006 Black | Male | MBA (2004), National Diglorma in
internal Auditing (1996)

K Setzin NED 30 January 2007 Black | Male MBA (1990), BA (Journalism and
Advertising} (1588)
K Naidoo NED 30 January 2007 India | Male B. Com., NACCA Computer Auditing
n Cerificalion, MBL {Incomplete) |
J Mkeli NED 1 January 2008 Black | Male Diploma in Financial Management

{Incomplete)

Legal Attorneys Exam, B. Proc

DL Rokerts | NED 30 January 2007 White | Male Retired January 2010

M Manyama- | NED 23 Janvary 2009 Black | Female | B.com (Accounting) {1897}, B.Caript

Matome Honours (1999}, CA(SA} (2002),
B.com Hons (Tax) (2003), MEA
{2007)

2 Nyalunga NED 23 January 2008 | Black | Female | CA (SA) (18986)

M van Laar ED 1 June 2008 White | Male M.Corn Transpart Econamics (2001)

B Com. Hons. (1997) Transport
Management & Economics, B, Com.
(1991}
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Mr Vincent Zwelibanzi Mntambo
(Chairman)

Mr Jeremiah Nkeli {Human Resources and
Remuneration Committee Chairman)

Ms Danile Nyalungza (Board Member and BRT
Committee Member)

Mr Cornfort Bunting {Board Member and Risk
Commitiee Member)

Mr Herman Van Laar
{Managing Director and Board Member)

Mr Kumaran Naidoo (Audit Committee
Chairman)

Mr Kenneth Seizin (Board Member and
BRT Committee Member)

Mrs Maurzen Manyama-Matome {Board
Member and Audit Committee Mermber}

P.033/044
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4.5.3. Board Committoos

The Board Commitlees consist of an Audit Committee, Human Resources and Remuneration
Commitiee, Risk Committee and the Executive Committee. The Board mandated the BRT Sub
Committee which dealt with issues relating to the BRT Jyslem.

The Board and sub-commitlees of the Board are scheduled {o meet at least four limas each year.
Non-executive directors have access to all members of the Company's managemant team,

4,531, The Andit Committee

The Committee comprises of the following Members: Mr Kumaran Naideo (Chairman of the
Committee and who is & Non-Executive Director) and Ms Maurezn Manyama-Matome together with
independent Audit Commitiee Members Ms R Kenosi, Dr OP van der Nest and Mr K. Moy 2ppointed
by the Gity in compliance with the MEMA.

4.5.3.1.1. Roles and responsibilities

The role of the Audit Committee is to assist the Board by performing an objective and indepsendant
review of the functioning of the organisation's finance and accounting control mechanisms. I
exerciscs its functions through close liaison and communication with Managemen! and the internal
and external auditors.

The Audit Committee operates in accordance with a wrilien Charter authorised by the Board of
Directors and which provides assistanee in the following areas:

» Compliance with applicable legislation and the requirerments of reguiatory auihorities;
Mattars relating to financia! accounting, accounting policies, reparting and disclosures,
Internat and external audit policy,

Activities, scope, adequacy and effectivenass of the internal audit function and audit plans;
Raview/ approval of external audit plans, findings, problems, reperts and feas;

Monitaring of Risk issues identified by the Risk Sub-Committee; and

Compliance with the Performance Management System.

LI N

The Audit Committee exercised its responsibiliies In accordance with the 1erms of the MFMA and its
Charter during the veer,

The Audit Committee considers the annual financial statements of Metrabus to be a fair presentation
of its financial position on 30 June 2010 and of the results of its operations, changes in eguity and
cash flow for the period ended then and presented in accordance with GRAF and the Companies Act.

The Committee met 9 times during the year under review,
4.53.2, Human Resources and Remuneration Commitiee ("REMCQ”)

4.8.3.2.1. Roles and rasponsibilities

The Commitiee comprizes three Non-Executive Direclors’ namely Mr Jeremiah Nkeli who is the
Chairman of the Committee, Mr Kenny Setzin and Ms Danile Nyalunga who serve as Membars of the
Committee.

In consultation with the full Board, the Committee determines the remuneration of the Managing
Director and the Executive Officers, also in compliance with the Upper Limits determined by the Cily
from time to time, The Committee i also respongible for evaluating and spproving the human
resources palicles and prosedures, the employment eduity plan and the workplace skills plan.

The Human Resources and Remuneration Comimitize met on S occasions during the year.

Page 34 of 44



07-JAN-201T(FRI) 09:14

4,533, Riask Manzgement Commitiee

The Risk Management Committee comprises faur Non-Executive Directers and the Managing
Director. Ms Maureen Manyarna-Matome is the Chairperson of the Committee and is 2 Non-Executive
Director. Mr Kumaran Naidoo =nd Mr Comfort Bunting are Members of the Risk Management
Committee. A representative from the City's Risk Department has a standing invitation to send a
representative to atlend maetings.

The rale of the Risk Management Cammittes is to assisi the Board by performing an objective and
independent review of the functioning of the organisation’s risk control mechanisms. 1 exercises s
functions through close lisison and communication with Management, the Internal Audit Manager, the
se-solreed [mternal Auditors and the Audit Committee.

The Risk Managemcnt Committee cperates in accordance with a written Charter authorised by the
Board and the City's Risk Management Framework and policies and provides assistance to the Board
with regard ta the fallowing:

« Reviews and assessments of the integrity of the fisk contrel system and ig responaible for
ensuring that the risk policias and strategies are effectively managed;

+ Monitoring external developments relating to the prectice of corporate ascountability; and

» Reporting to the Board on specifically associated risks, including emerging and prospective
impact on the arganisation.

4.5.3.4. BRT Committee

The BRT Committec comprises of Mr Kenny Setzin (Chairperscn), Mr Kumaran Naidoo, and Ms

Danile Nvalunga and was established to have aversight of BRT matters affecting the company.

4.6, Executive Commitiee

The Executive Management Committee {“EXCQ™) is ehaired by the Managing Director and camprizes
of the following listed officials:

« MrT Ngcobo (General Manzger: Commercial Services Departmerit)*;

o MrJ Wannenburg (Chief Finaneial Officer)”;

s Mr L Phasha {Internat Audit Manager)";

s Ms Z Heldsingzr (Company Secretary)™,

* These members were EXCO Mambers in the period under review but they resigned at the beginning
of the 2010 financial year.

A representative from the City's Transportation Sector has a standing invitation to attend meetings.
EXCO meetings are held &t least once every manth,
Board and Committee meeting attendance

P.035/044

NON EXECUTIVE DIRECTORS REMUNERATION
Name Dosignation Meeting Fee Retainer Total
1| Vincent Mntambo Board Chairparson R 6727500 R 34,500,005 R 101,775.00
Lionel Brenner Audit Co Chair and
2 ! (Retired) NED B R 105,227100 5] 10,062,.50 R 115,289.50
Pzl Browning RiskCo Chair and
3 (Retired) NED R 395677.001 R 10,062.50 R 49,739.50
4 Comfiort Bunting NED R 2156500 R 1725000 R 38815.00
5 Kenny Setzin NED R GG416.00 R 1725000 R 8366600 |
5] Lisa Seftel {(Retired) | NED R 2445200 R 10062801 R 3421450
Khuly Mbatha Does not
7 (Refired) NED R 10,350.00 qualify R 10,350.00
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NON EXECUTIVE DIRECTORS REMUNERATION
8 Kurnaran Naidao NEzD R 74180.00! R 17.250.00| R91.430.00
5 | Jerry Nkel Remao CRAMEMSON | R 4744000| R 1725000 | R 54,50.00
106 Dave Foberts NED R 3622800] R 17250.00| R 53.478.00
Maureen Manyama- | RiskCe Chair and .
11 Matome (New) NED R 18,114.00 R7,187.650| R 25301.50
12 {Emf Nyalunga NED R19,839.00 R7187.50 |  R27.026.50
TOTAL R 530483.00| R 165312.50 R BY5775.50
Independent Audit Committee
INDEPENDENT AUDIT COMMITTEE MEMBERS REMUNERATION
Nama Designation Meeting Fe;.;. Retame}; TctaRl
1 | D.P. van der Negt | Audit Steering Commiftee | o o gn3 00 | & 47,250.00 | R 100,053.00
Chairperson ‘
2 | Rene Kenosi Mamher R 4399200 | R 17250.00| R B1,242.00
3 | Rashid Wajoodeen | Mamber R 38817.00 | R 17,250.00 | R 58,067,00
4 | Kwanele Moyo Metmber
TOTAL R165,612.00 | R&1,750.00 | R 218,362.00

Directors and Senior Management Remuneration

The table below indicates salaries of senior management for the period undar raview.

44

gﬁ‘f”"
ik
L -W
: s - ‘.' i i
%rﬂ’@;%:&fﬁw"ﬂﬁfﬁgﬁ o ; il ﬂ..,,J. R E Ll
H van Laar glfggt%‘;‘g Rog7678| R 342,000 R 1.426,144 | R 1,281,251
. | Imiemal Audit
LW Phasha* | ypt0c 0 R 680,034 RB4246| R50,061| RB814341| RBE6T470
| Chicf
. | Financial RE40.683 | R163535| R765416| R1,079,834 | Re21922
WEIHI'IE‘I']DUI'Q Officar
M Tema gg’;oifggi” R560482| R136.226| R56434| R762142| R708557
7 Heldsinger* ggggfa”ryy R 448,353 R34.830| R45686| R525840| REBRE33
DGregory | R616994| R141608! R56113| R814713| RB858100
L Maaekcane | CFO R34 148.56 R4 §1.51 0| R34610.06| R921922
NP Maduka | =ompany R30179.92 | R5814.54 0| R3589446| RG5888633
sSecretary ke .

*These Semior managers resigned from Metrobus at the beginning of 2010, In particular, Ms Zenobia
Heldsingar resigned at the end of February, Mr Lieselane Phasha at the end of March and Mr
Johannes Wannenburg at the end of April. Mr Lawrence Maqekoane and Mrs Philipa Maduka joined
the Company in June 2010,
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Allowances
The following allowances were paid to senior management in lieu of assisting with the managsment of
ERT activities.

H van Laar: Managing Director R1i64, 057

J Wannenburg: CFD R106, 626

D Gregory GM: Technical R 05, 430

Provision was made for these allowances in the monthly rmanagement fee levied from Clidet. Clidet
alsp remunarated Metrobus per se for the time spent on such activities of these candidates.

Company Secretarial Function

The Company Secretary is responsible for the following areas of Metrobus business:

. Corporate Governance

. Legisiative & Statutory Compliance
. Secretarial

. Legal Advice

. Contract Management and

. Rigk Management,

The Company has complied, and is in compliance, with the Companfes Act and all other applicable
legislation. The Company simultaneougly complies with the King Il Report on Cerporale Governance
and the Local Government: Municipal Finance Management Act (MFMA) and the Local Government:
Municipal Systems Amendments Act as amanded.

Critical to Corporate Governance is the induction of new Board Mambers and also the evaluation of
the Board. Previcusly the Company's Board of Directors have not been inducted. However, siarting
with as well as the nature of the environmeant in which thay will be operating.

In addition, the Company Secretary assists with the evaluation process of the Company's Board of
Directors,
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Tha reiease of the King Report on Gavernance for Sauth Africa (2009) brought with it significant
oppartunities for Municipal Owned Entities (MOEs) that embrace good governance and applies to all
entities reqardless the manner and form of incarporation or establishment. 1t is important that officlals
of an MOE consistently apply King 11 in conjunction with tha regulatory provigions in order to achieve
the overarching principles of good governance visa vie responsibility, accountability, fairness and
transparency in the interest of the substance rather than the mere form of sound governance.

The aperating results of Metrobus in terms of sustainabilily must be considered against the fact that
the company is largely reliant on the City of Johannesburg to provide approximately sixty-five (85%)
porcent of its income in the farm of a City of Jehannesburg grant. Historically the company has
struggled to contain its annual operating costs o remain within the approved budget mainly as a
result of having to maintain an aging ileet.

This trend cortinued during the 2009/10 year where a shortfall in capital forced the company o
withdraw ceriain services due to a shortage in operable buses. The company however still managed
to record a small surplus of approximately R1.5 million. This year's financial statements were
therefore prepared on the assumption that the City does net Intend, nor see the need, 1o liquidate or
materially scale down the operations of Metrobus.

Sustainability visian

Metrobus aims to meet the needs of its customers and the communitly in & sustainable mannar, for
the benefit of aur society and without compromising the quality of life of futura generations,

We saek to be among the best sustainability performers internationally, consistent with the principies
of ensuring our future, warking logether, commercial ownership and creative customer solutions.

During the beginning of 2010 four of the seven Executive Management Members tenderad thair
resionations. The affecied positions and remedizl actions 1aken to date are a3 follows;

Geaneral Manager: Commercial Services - Mr Babs Narain, the Group Operstions Manager is
currently acting in this position.

Chief Financial Qfficer = 2 new Chief Financial Officer, Mr Lawrence Magekoane, has been
appeointed and he commenced duties on 17 June 2010.

Company Secretary — a new Company Secretary, Mrs Philipa Maduka, has been appointed and she
commenced duties on 07 June 2010; and

Internal Audit Manager — this function is iamporarily outsourced to Gobode Forensic Investigative
and Accounting (Pty) Ltd. However, this position has been advertised and interviews will be taking
place shorily.

Several initatives were introduced as parl of the Turn-Around strateqy to curb on-route pilferaging by
certain drivers, The following are key successes achieved to date:

« The sensitisation of the Unieng on the precarious financial position of the company and the
exacerbating impact on-route pilferaging has on this situation. SAMWU in respanse to these
discussions held meetings with their meambers and advised them that they will disscciate
themsejves from anyene who is caught stealing from the company. An improvermnent in cash
collection was immediately noted especially at Village Main depot during the festive peried,

» A performance system was introduced for route auditors and is being monijored based on the
quality and number of checks and reports. Discipline has been meted out to some of the route
auditors whose performance was sub-standard. By focusing on the route auditars, positive results
are forthcoming from this section.
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o Since January 2010, the administration and control of discipline has been dirsclly under the focus
of executive mansgement, resulting in positive progress in this regard. The impact of this
initiative is highlighted as follows:

o The Unions are reatising that management are serious about undertaking discipline and
improved cooperation is experienced especially when the shop stewards attend as many az
three (3) discipline enquiries in one day in comparison to Just ong enguiry per day in the past;

o Depot management/supervisory staff who are responsible for teking discipline are now fully
sensitised to the importance of quick and decisive discipline. Foor performance by depol staff
is identified and addressed; and

¢ The drivers zre also realising that discipline is being monitorad and it is acting as a deterrent
to would be offenders. In the past discipline would be delayed and that would result in ihe
withdrawal of cases.

¢+ Puring February 2010, drivers were swapped from their original shifts through a ‘shift picking”
exercise. This led to an increase in operational problems due i drivers adjusting to their new
duties but the reverse side of this is that cash fare revenue increased for the period that drivers
were getting accustomed te their new routes and passengers.

» To counteract the normalisation of the situstion as experienced prior to the “shift picking”
exercise management intraduced "blitzes"” thet involved the application of depot staff and senior
managers joining the routs auditors in checking tha buses during the pesk periods. This initiative
achieved ihe following:

o Revenus is manitorad daily and this reveals that cash has increased in averzge with 30% in
certain cases;

v Commuters are reacling posifively fo this inlfative since they can now ledge complaints
directly to depot management staff;

» Depol management are now better informed of aparational problems oulin tha field;

o Drivers are becoming accustomed 10 the fact that management are visible on the bus routes,

o Route auditors are forced to become more productive as thelr performances are also being
rmanitersd; .

o Fewer disciplinary hearings will result in much lesser industral relations problems,

Sustainability Cammitments

» Melrcbus continues its socizl respongibility inifiative in conjunction with the Johannesburg Zoo
and provides free or discounted transport to disadvantaged groups and social organisations. Free
entrance and animal demanstrations or ferry rides are provided by the Zoo.

s |n the period under review, Metrobus transported disadvantaged children living in the Vredadorp
area of ward B9, to the Johannesburg Zopo. They were not from & specific school bt were
participating in & school holiday programme,

» Melrobus also transporied 2 groups of scheal children from Lyndhurst Primary (Grade 5 learners)}
and anather group from Diphalane and Fhatudi Primary Schools, situated in Munsieville, Mogale
City, to the Jhb Zoo,

s Metrohus alsc gave 2 considerable discount to MES (Metro Evangelical Services) for their
Hillbrow Unplugged Concert on 27 May 2010. A discount was also given to Child Welfare for their
road show on 20 May 2010,
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Risk Management governance and processes

F.O40/044

The Risk Committes exerciscd its respansibilities in accordance with the terms of its Charler during
the vear under review and mef 4 times during the year.

Below is a brief report on the top strategic risks identified for the erganisation and Management's

mitigating action programmes 10 address these risks.

Risk | The risk Witigation
Name
Volatility of labour relations Masgi izsuas from the action pragramimas on the
Relationship by Objective exercise have baen
= Stabilisation of labour relations within the addressed and the exercise is in the process of
_g entity is critical to its continued stability and | finalisation. Ongoing mestings are held wiih labour.
= Tulure growlh prospects, A new milgation plan indudas the resolution of the
5 Lozs of Managament credibility due o\ demarcation dispute and the development of 2
- tabour's political alignments and strengths strike management plan and labour stralegy.
=0 Management will workshop with labour in an RBE
oy (Reletionship Building Exercise) including & RBE for
:?. Fu management.
The company is not sufflclantly funded to | The improvement of aperating efficiencies and
support operatianal requirements. service delivery including service guality in terms af
the company scorecard KPls which is an ongaing
The current balance sheet cannot achievement, Vigorous marketing to increase non-
accommodate the huge debi burden, The subsidised revenue coniracts on business growth
method used by CoJ for subsidy allocation is | 28 per the company scorecard.
nat appropriate for Metrobus as it is not
scientifically based, Renegotiate and sign revised SDA to address
operating requirements and funding. The City has
= Passenger fares and manpower expenditure | appointed consultants for the SDA revision and
= noi market related. The Service Delivery design of operating agreement.
g Agreement does not address Metrebus' It is anficipated that a feasibility study will be
- pperating mandate and funding. conducled as to the company vizbility.
H The Settlement Agreemant entered into with
% Labour regarding salary pragression further
3 aggravates the company viabiiity.
. Effect of the Bus Rapid Tratisit System A high leva! interaction with the Cily to integrate the
= {BRT) strategic plan with the BRT operational plan.
=
o
= The City has taken the lead in the effort to Metrobus has signed an MOU with the City and
= put 2n efficient integrated public fransport Pucto.
s gystam in place in the major cities in South
o Africa, Metrobus continues fo interact with the City on this
= project and developing an implementation plan as
=, The mitigation of the current constraints in action ta reduce the risk should Metrobus be
E raspec! of Melrabus' cwnership, the requested to commence BRT services.
m stipulations of the National Transitional
G Transport Act, Municipal Systems Act and
T the Municipal Finance Management Act will
% ke eritical to thig process,
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Risk | The risk

Name

Mitigation

Loss of passengers and potential
passaengers due to quality of service.
There is a reputational risk exposure
throughout the organisation, and includes
quality and perceived level of setvice
pravision.

The risk has iLls arigin in overloading and the
history of the devastating strike during 2007
and anather in May 2009 concerns the logs
of current and potential passengers due to
inadeguate sarvice quality and perceivad
service dalivery by the diverse Matrobug

Tremendous improvements have haen experienced
with regard to availabiiity of buses

A Customer Satisfaction survey conducted in tha
first quarter and will be done annually. The results
with regard to services were as follows:

Impraved 24.7%, Remained the sarme 65.8%,
Declined 9.5%.The latest C3) is anticipated for the
new financial year.

Inspections camemenced in December 2008 and wilt
be conductad quarterdy in arder to monitor service
guality.

stakeholder base, The loss of revenue due
to pilferaging of tickat fares also negatively
affects this risk

Loss of current and potential

|rassSengers

Stakeholder engagements,

The Transportation Committee nated the fallowing:
. “A concern about continued customer complaints about the same Isgues.”

Metrobug reported that the shift picking had resulted in drivers no! being accustomed to the new
routes assigned therefere an increase in complainis. This situation was further aggravated by the fact
that Metrobus had experienced a shortage of buses due to the shortfall in funding o rapair major
units such as enginas, etc. Metrabus is currenily focusing on additienal training on this matter in order
ta decrease the nurmber of complaints related to unacceptable driver habits.

s “A concern sbout the number of resignations of eritical positions in Metrobus.”

The Metrobus representative rasponded that the committee should 1ake note of the fact that the
waorking environment af Matrohus is very demanding which results in key members opting to pursue
careers where & more positive environment exisis whan the opportunities arise. This report however
explains under section 3.4 the actions taken to mitigate the impacts arising from these vacansies.

. "A concem aboul loss of revenue due lo non-cash methods used by Melrabus.”

Metrobuzs attempted to reduce the large gap belween the cash and coupon fares by proposing the
introduction of a differentiated fares increase. The proposal was based on @ 4% increase on cash
faras and an 8% incrzase on coupon fares. This was unfodunalely rejected by commuters who
oppesed the infroduction of @ Transfer Fare by recommending that Metrobus implement a 8.5%
across the beard increass on cash and coupon fares.

The original differentiated approach will howsever be followed going into the future.

Metrobus Management also strengthened its relationship with its custornars lhrough the improved
interaction with the Commuter Forum. Depot and senior managers attend regular meetings in order to
speed up activities. Reprasentatives of lsbour will also be invited 1o attend such meetings o enable
them to haar and understand the concerns fram customars,

5P Media have introduced plasma screens in buses and awarded Metrobus a fixed number of
minutes airtime per day to use these for advertising and communication purposes with passengers
which will zzsist in improving customer relations

Page 41 of 44



07-JAN-201T(FRI) 09:16 P Od2/044

An In-House Customer Satisfaction Survey (CS8) was conducted which showed a three percent (3%)
improvement on the previous survey,

Transformation and empowering employaes

Employee Wellness

During the Manth of May (Care Month,) Peer educators embarked on effice-to office campaign with &
view to educating employees around the scourge of HIV/ AIDS. A total of employees reached were
314, and this is largely due to the unavailability of some Peer Educators far the project. The project
continued as a build up to the Candie light menth of June, which Is dedicated to the memories of &ll
employees who died of the pandemic.

Five Peer Educators attended a workshop on HCT (HIV Counselling and Testing)., These ecucators
will be utilised to roll-out the Prasidential Projact on the testing of Five Milion people in Gauteng.

The section continues to counsel ermployees on mental and physical weliness, especially In the
absence of a service provider for counselling services.

Environmental responsibility.

Metrobus is axperiencing same difficulty and still has to overcome @ number of hurdles to secure the
required support to kick start a project that will have as focus the testing of alternative fusls for the
purpose of informing any fture bus raplacement programs.

Meatrabus managemeant is st in the process of having exploratory talks with the following entities to
secure funding for @ pilet project in terms of alternative fusls:

¢ [ndustrial Develapment Corperation (IDC)

The IDC have disclosed an interest to fund an Ethanol bus pilot project involving approximately
twenty (20} buses. The intentlon Is to combine two projects, namely the growing of sugar baet
project with the testing of ethanal busas project, into one praject. The 1DC will make use of an
acknewledged bus manufaciurer supported by Metrobus 1o concuct these trials.

« The Dutch Embassy

The potential exists for Metrobus to benefit from & Dutch financed development project, namely the
ORIQ Project, to oblain a fifty percent (50%) grant in terms of the capital purchase price of vehicles
purchazed should the application be successful,

ORIO contributes towards a number of key infrastructure projects, which includes transportation, in
terms of daveloprment, implemsantaticn, eperations and maintenance, The selection critaria include
the degree to which the project contributes to econamic growth, private sector develogment and
the degree to which the poorer segments of the population profit from the socizl benefits that arise
fram the praject,

It is Metrobug’ intention ig 1o source "Bio Friendly Fuel” buses through GRIO in order ta link this
project up with other BEE bio fuel growing initiatives, such as ethangl, to ensure that the poorer
segmants of the population prafit from this initiative.

Page 42 of 44



07-JAN-2011(FRI) 09:17

Emplaymeant Equity

The current demographic profile of the company (& as indicated helow:

P.O43/044

Category AM| AF| GMI| GCGF| [1IF| Wi WF| TOTAL
M M
Executive Management 3 0 o g opof 3 Q ]
Human Resources 5 5 20 ¢l 1701 € 1 14
Marketing 11 g 41 41 0 8] @ 2 30
Finance 27 15 1 310 2 2 51
Technicel 133 17 gl 1] 1 91 30| 0@ 192
QOperations 465 81 43 2] 4, Q1 22 5 g22
TOTAL B55 | 127 g0 11| 7| 0 58 11 915

L] n L] LI | -] -] -

AM - African Males

AF - African Females
CM = Coloured Males
CF — Coloured Famales
IM — Indian Malas

IF = Indian Femaies
W — White Males

WF — White Females

3kills Development

To date, the company has claimed re-imbursements from the Transport Education and Training
Autharity (TETA) to the amount of R743 866,

it ehauld aiso be noted thal 83% of the planned fraining for the period March 2009 to April 2010 has
bean completed, hence the above re-imbursament from TETA. This implies that the company has
exceedad the 50% target sat by TETA.

In addition, the new Workplace Skills Plan (WSP) for the 2010-2011 has been signed off by all
parties, including the unions, and has been submitted to TETA for approval. The naw training
activities wiil therefore cammence once this appraval has been obtained.

Employee Benefits

The table below indicates the various funds to which various employaes belang:

Pension Fund

No. of staff

E ‘ Joburg Retirement Fund

658

Johannesburg Municipal Pension Fund

28

The Johannesburg Second Pension Fund

166

The Joini Municipality Pension Fund

The Municipality Gratuity Fund

20

The Sowato Pension Fung
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